STATE OF NEW HAMPSHIRE
BEFORE THE
PUBLIC UTILITIES COMMISSION
NORTHERN PASS TRANSMISSION LLC
DOCKET NO. DE 15PETITION TO COMMENCE BUSINESS AS A PUBLIC UTILITY
Northern Pass Transmission LLC (NPT) requests, pursuant to RSA 374:22, that the New
Hampshire Public Utilities Commission (Commission) grant NPT permission to commence
business in New Hampshire as a public utility. NPT asks that the Commission find, consistent
with RSA 374:26, that it would be for the public good for NPT to engage in business in the state
in those towns in which it seeks to construct an electric transmission line and associated
facilities, which are more fully described below. Those towns include Pittsburg, Clarksville,
Stewartstown, Dixville, Millsfield, Dummer, Stark, Northumberland, Lancaster, Whitefield,
Dalton, Bethlehem, Sugar Hill, Franconia, Easton, Woodstock, Thornton, Campton, Plymouth,
Ashland, Bridgewater, New Hampton, Bristol, Hill, Franklin, Northfield, Canterbury, Concord,
Pembroke, Allenstown, Deerfield, Raymond, Candia, Chester, Auburn, and Londonderry.

I.

BACKGROUND

NPT seeks to construct, operate and maintain a 192-mile high voltage electric
transmission line with a 1,090 MW capacity comprising a+/- 320 kV direct current (DC) line
from the international border between New Hampshire and Canada at Pittsburg, New Hampshire
to a converter station in Franklin, New Hampshire, a 345 kV alternating current (AC) line from
Franklin to a substation in Deerfield, New Hampshire, and related infrastructure, which includes
a converter terminal and six transition stations. NPT is contemporaneously applying for a
Certificate of Site and Facility from the New Hampshire Site Evaluation Committee pursuant to
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RSA Chapter 162-H for the project, which will deliver clean, low-carbon, competitively priced
renewable energy produced by Hydro-Quebec, a Crown Corporation wholly owned by the
Government of Quebec.
NPT is a limited liability corporation organized under the laws of New Hampshire,
effective March 31, 2010. See Attachment A, Certificate of Formation. Its principal place of
business is 780 North Commercial Street, Manchester, NH, 03301. Its managing members are
Leon J. Olivier and James J. Judge. See Attachment B, 2015 Annual Report to New Hampshire
Secretary of State. A list ofNPT officers is provided as Attachment C. NPT is wholly owned by
Eversource Energy Transmission Ventures, Inc., which in turn is a wholly-owned subsidiary of
Eversource Energy (formerly, Northeast Utilities), a publicly-held public utility holding
company. Eversource Energy Transmission Ventures, Inc. has its principal place of business at
107 Selden Street, Berlin, CT, 06037. Eversource Energy has its principal place of business at
56 Prospect Street, Hartford, CT, 06103. See Organizational Chart, Attachment D.
On May 22, 2009, the Federal Energy Regulatory Commission (FERC) issued an Order
Granting Petition for Declaratory Order. See Attachment E. FERC approved the structure of the
cost-based participant funded transmission project between NPT and H.Q. Energy Services
(U.S.) Inc. (HQUS), a wholly owned subsidiary of Hydro-Quebec. On February 11, 2001,
FERC issued an Order Accepting Transmission Service Agreement. See Attachment F. FERC
approved the transmission service agreement (TSA) between NPT and H.Q. Hydro Renewable
Energy, Inc. (HQ Hydro), a subsidiary of Hydro-Quebec and an affiliate ofHQUS. HQ Hydro is
now Hydro Renewable Energy Inc. (HRE). NPT filed a conformed copy of the TSA with FERC
on December 11, 2013. See Attachment G. Under the terms of the TSA, NPT will develop, site,
finance, construct, own and maintain the electric transmission line and sell firm transmission
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service to HRE over a 40-year term. HRE is responsible for providing initial construction costs
and return on such costs, necessary additional capital expenditures and return, and other
associated operating expenses, which it plans to recover through competitive sales of wholesale
power in the New England market.

II.

PUBLIC GOOD STANDARD

RSA 374:22, I provides that no person or entity shall commence business as a public
utility in New Hampshire "without first having obtained the permission and approval of the
commission." RSA 374:26 requires that the Commission grant such permission "whenever it
shall, after due hearing, find that such engaging in business ... would be for the public good."
The Commission has stated that it evaluates "technical, managerial and financial expertise in
determining whether to grant a company authority to operate as a public utility." Florida Power
and Light Company, Docket No. DE 03-186, Order No. 24,321(May7, 2004) at p. 6. In that

case, the Commission recognized that Florida Power and Light Company was a major electric
utility and concluded that "its expertise is not in dispute."

III.

FINANCIAL, MANAGERIAL AND TECHNICAL CAPABILITY

NPT is a wholly-owned subsidiary of Eversource Energy, a public utility holding
company, which includes regulated electric utilities in Connecticut, Massachusetts, and New
Hampshire, respectively, Connecticut Light and Power, Yankee Gas, Western Massachusetts
Electric Company, NSTAR Electric & Gas, and Public Service Company of New Hampshire.
Eversource Energy is the largest energy delivery company in New England, serving 3.6 million
customers and collecting $7.5 billion in annual revenues.

See Attachment H, Eversource

Energy's 2014 Form 10-K Annual Report. It has over 8,500 employees, including an
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engineering staff of approximately 700, and operates 4,270 miles of electric transmission lines,
as well as 72,000 miles of distribution lines.
NPT includes with this petition pre-filed testimony describing its financial, technical, and
managerial expertise and avers that its expertise should, similar to the case of Florida Power and
Light Company (now NextEra), not be in dispute. In its Application for a Certificate of Site and
Facility, NPT submits the testimony of Michael J. Ausere and Jerry P. Fortier demonstrating that
NPT has the financial, technical, and managerial capability to assure construction and operation
of the NPT facility in continuing compliance with the terms and conditions of a Certificate of
Site and Facility. See RSA 162-H: 16, IV (a). The SEC's requirements are functionally
congruent with the PUC' s requirements.
Michael J. Ausere, Vice President of Energy Planning & Economics for Eversource
Energy Service Company (EESCO), testifies as to NPT' s financial expertise. See Attachment I.
Mr. Ausere explains that EESCO provides centralized accounting, finance, treasury, legal,
purchasing and administrative services to NPT and other Eversource Energy subsidiaries. Mr.
Ausere describes an Eversource Energy corporate track record of financing large, long
construction time transmission projects. He notes that Eversource Energy has an annual
construction program well in excess of the annual cash requirements for Northern Pass, which
demonstrates its ability to generate adequate cash flow to meet its equity investment obligations.
Based on the TSA approved by FERC, which includes a formula rate for cost recovery, Mr.
Ausere expects that NPT will gamer an investment grade credit rating. He also points out that
NPT's parent, Eversource Energy, has an A (stable) corporate credit rating from S&P, the
strongest among the 53 shareholder-owned electric utility companies in the United States.
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Jerry P. Fortier, Project Director for Eversource Energy's Transmission Group, testifies
as to NPT's technical and managerial expertise. See Attachment J. Mr. Fortier describes
Eversource Energy's track record and expertise planning and constructing high-voltage electric
transmission facilities, as well as the plans for constructing the NPT project, including the
selection and supervision of contractors. He also describes the operating requirements for the
facility, which include a Transmission Operating Agreement between NPT and the Independent
System Operator (ISO), North American Energy Reliability Council (NERC) safety and
reliability requirements, and Eversource Energy's Transmission Maintenance Program Manual.
IV.

DISCUSSION

The New Hampshire Public Utilities Commission has a well-established approach for
determining whether to grant authority to do business in New Hampshire to entities intending to
operate and maintain electric transmission facilities in the state. The Commission authorized the
Vermont Electric Power Company (VELCO) to do business as an electric interstate public utility
by Order No. 10,307, on June 18, 1971. The principal business of VELCO, which comprises
twenty municipal, cooperative and investor-owned companies, is the transmission of electric
power at high voltage (115 kV and above) within Vermont, but it owns certain limited facilities
that cross the Connecticut River in the vicinity of Momoe and Littleton, New Hampshire and
connect VELCO to the PSNH and National Grid systems.
The Commission denied the request of International Generation and Transmission
Company, Inc. (IGT) to engage in business and commence construction of transmission facilities
by Order No. 15,755, on July 9, 1982. IGT intended to construct a 765 kV international
transmission tie line with Canada in Coos, Grafton and Merrimack counties. The Commission
reviewed IGT's professional and management competence and financial backing. Among other
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things, the Commission determined that only one employee ofIGT had significant knowledge or
interest in the project and that his work experience was difficult to piece together. The
Commission also noted that financing of the project was dependent on finding willing buyers and
a willing seller, but NEPOOL had rejected IGT's proposal to buy power from the project and
IGT could present no evidence of discussions or an arrangement with Hydro Quebec to sell
power to IGT.
The Commission pointed out in the IGT proceeding that although RSA 374:22 and
374:26 "do not spell out the specific criteria for determining when the granting of public utility
status or franchise is in the public good, it has long been a tenet of public utility regulation that
the granting of public utility status must be based upon a finding that the applicant is fit and able
to carry out the function which it proposes."

Furthermore, the Commission noted that

"[ d]ecision upon decision in utility case law emphasized the standard of fitness in fulfilling the
public interest using such criteria as: (1) financial backing; (2) management and administrative
expertise: (3) technical resources; and (4) the general fitness of the applicant. Simply stated, the
company must be able to construct, operate and maintain its plant as well as to operate its
business."
The Commission authorized New England Electric Transmission Corporation (NEET) to
operate as a public utility in New Hampshire pursuant to RSA 374:22 by Order No. 16,060, on
December 17, 1982. NEET applied for a Certificate of Site and Facility for approximately six
miles of transmission line at a design rating of 450 kV (the New Hampshire portion of what is
commonly referred to as Hydro-Quebec Phase I) under the predecessor statute to RSA Chapter
162-H. As part of that process, referring to its discussion of RSA 374:22 in the IGT proceeding,
the PUC found that the public interest was served by permitting NEET to operate as a public
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utility. The Commission noted that NEET was a subsidiary of a large holding company with
other subsidiaries that operated electric generation, transmission and distribution facilities in
New England, that the parent company had approximately 5,000 employees, including a large
engineering staff with considerable high voltage transmission experience.
The Commission authorized New England Hydro-Transmission Corporation (New
England Hydro) to operate as a public utility in New Hampshire pursuant to RSA 374:22 by
Order No. 18,499, on December 8, 1986. New Hampshire Hydro applied for a Certificate of Site
and Facility for approximately 121 miles of transmission line at a design rating of 450 kV for
Hydro-Quebec Phase II. Similar to its decision with respect to NEET for Phase I, the
Commission found that the public interest was served by permitting New Hampshire Hydro to
operate as a public utility. The Commission noted that New Hampshire Hydro was a subsidiary
of a large holding company that operated electric generation, transmission and distribution
facilities in New England, had approximately 5,000 employees, including an engineering staff of
approximately 300 people, and had considerable experience in high voltage transmission.
More recently, in the Florida Power and Light Company proceeding, Docket No. DE 03186, the Commission confirmed its authority and standard for permitting an entity to operate as a
public utility in New Hampshire in response to a petition for declaratory ruling regarding the
extent of the Commission's jurisdiction over transmission facilities owned by Florida Power and
Light and located at the Seabrook nuclear power plant. The Commission determined that "an
entity owning facilities whose purpose is to transmit electricity from a merchant generator to an
interconnection with the transmission grid" is exempt from state-law utility regulation but "an
entity owning facilities that do more than interconnect a generator to that grid" is not exempt
from state-law utility regulation. Order No. 24,258 (December 31, 2003) at p. 16. The
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Commission went on to say, however, that the extent of such regulation "is an issue subject to a
considerable range of discretion." Id. at p. 20.
The Commission's determination with respect to Florida Power and Light was consistent
with its treatment of VELCO, NEET, and New Hampshire Hydro both in terms of its standard
for granting authority to those entities to commence business as a public utility in New
Hampshire in the first instance, and in terms of the extent of the jurisdiction subsequently
exercised by the Commission over those entities. As described below, in the Florida Power and
Light proceeding, the Commission approved a detailed settlement agreement outlining the
Commission's jurisdiction. The settlement agreement, moreover, comports with ongoing
jurisdiction exercised over VELCO, NEET, and New Hampshire Hydro with respect to, for
example, water crossings (RSA 371:17), financings (RSA 369 :3 ), and the transfer of assets (RSA
374:30).
Florida Power and Light, Commission Staff, the Office of Consumer Advocate, Public
Service Company of New Hampshire, and the New Hampshire Electric Cooperative submitted a
settlement agreement in Docket No. DE 03-186, on April 16, 2004, outlining the parameters of
the Commission's regulatory oversight. See Attachment K. The Commission approved the
settlement agreement, determining that it would exercise its jurisdiction insofar as Florida Power
and Light would: (1) be subject to the annual assessment under RSA 363-A; (2) file a schedule
of its rates and charges pursuant to 378:1; (3) participate in the underground utility damage
prevention program set forth in RSA 374:49; (4) seek a license pursuant to RSA 371: 17 before
constructing facilities under or across public water or lands; (5) obtain approval under RSA
374:30 prior to transferring assets to another entity; (6) comply with requests for inspection of
property and records under RSA 365:6; (7) exercise its rights to eminent domain under RSA 371
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subject to certain limitations; and (8) be subject to RSA 374-A:7 as it applies to a foreign electric
utility, which includes the financing requirements of RSA 369. The Commission also
determined that Florida Power and Light would be required to abide by all applicable codes of
conduct and affiliate transaction rules, particularly RSA Chapter 366.
NPT agrees that the scope of regulation exercised with respect to Florida Power and
Light's ownership (now New Hampshire Transmission, LLC.'s ownership pursuant to Order No.
25,105, issued May 26, 2010, in Docket No. DE 10-042) of certain transmission facilities
associated with the Seabrook nuclear facility is likewise an appropriate scope of regulation for
NPT. NPT also observes that, similar to the situation with New Hampshire Transmission, LLC,
the Federal Energy Regulatory Commission maintains exclusive jurisdiction of all ratemaking
issues.
V.

CONCLUSION

As demonstrated in the testimony of Messrs. Ausere and Fortier, there is no serious
question as to NPT' s financial, technical and managerial expertise to operate as a public utility
and therefore NPT requests that the Commission find that it would be for the public good for
NPT to engage in business in New Hampshire. NPT further requests that the Commission grant
this petition and authorize NPT to commence business in the towns in which it will operate the
transmission line and associated facilities that comprise the Northern Pass project. Finally, NPT
requests that the Commission exercise its jurisdiction over NPT in a manner comparable to
which it exercises jurisdiction over similarly situated transmission utilities as described herein.
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WHEREFORE, NPT respectfully requests that the Commission:
A. Find that it would be for the public good for NPT to commence business as a public

utility in New Hampshire;
B. Issue an order granting NPT permission pursuant to RSA 374:26 to engage in

business in New Hampshire; and
C. Grant such other and further relief as may be just and reasonable.

Respectfully submitted,
NORTHERN PASS TRANSMISSION LLC
By Its Attorneys
DEVINE MILLIMET & BRANCH
PROFESSIONAL ASSOCIATION

By:~~~~~;::::::_~~:;:L~~

Dated: October 16, 2015

Thomas B. Getz
111 Amherst Street
Manchester, NH 03101
(603) 695-8542
tgetz@devinemillimet.com
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Filed
Date Filed: 03/31/2010
Business ID: 628647
William M. Gardner
Secretary of State

STATE OF NEW HAMPSHIRE
Form LLC-1
RSA 304-C:12
CERTIFICATE OF FORMATION
NEW HAMPSHIRE LIMITED LIABILITY COMPANY
THE UNDERSIGNED, UNDER THE NEW HAMPSHIRE LIMITED.J,,~ABILITY COMPANY
LAWS SUBMITS THE FOLLOWING CERTIFICATE OF FORMATION-: _
FIRST:

The name of the limited liability company is Northern Pass Transmission LLG7

SECOND:

The nature of the primary business or purposes are: .
1.

Designing, acquiring, constructing, owning and operating certain
transmission facilities and related property and equipment;

2.

Conducting any and all activities normally exercised by an owner and
operator of property in relation or incidental to the business conducted or
property held by the Company; and

3. .

Conducting any other lawful business, purpose or activity in which a
limited liability company may be engaged under applicable law.

THIRD:

The name of the limited liability company's registered agent is CT Corporation
System and the street address, town/city (including zip code and post office box,
if any) of its registered office is 9 Capitol Street, Concord, New Hampshire,
03301.

FOURTH:

The limited liability company shall have perpetual existence.

FIFTH:

The management of the limited liability company is not vested in a manager or
managers.

SIXTH:

The sale or offer for sale of any ownership interests in this business will comply
with the requirements of the New Hampshire Uniform Securities Act
(RSA 421-B).
!f-fecJ-1 ve. 3ja1j10 {!) Jl '. o? f ·t'Y1

•

NU TRANSMISSION VENTURES, INC.
MEMBER

March 30, 2010

By:

c:::::_~
Charles W. Shivery
Chairman, President and Chief
Executive Officer
State of New Hampshire
Form LLC 1 - Certificate of Formation 3 Page(s)

111111111111111111111111111111111111111111 1111111111 111111111 1111
T1009031012

Form SRA - Addendum to Business Organization and Registration Forms
Statement of Compliance with New Hampshire Securities Laws
Part I - Business Identification and Contact Information
Business Name:

Northern Pass Transmission LLC

Business Address (include city, state, zip):
Manchester, New Hampshire, 03101.

Energy Park, 780 North Commercial Street,

Telephone Number:

(603) 669-40000

E-mail: comenok@nu.com

Contact Person:

0. Kay Comendul

Contact Person Address (if different):

c/o Northeast Utilities Service Company
P.O. Box 270 Hartford CT 06141

Part II - Check ONE of the following items in Part II. If more than one item is checked, the
form will be rejected. [PLEASE NOTE: Most small businesses registering in New Hampshire
qualify for the exemption in Part II, Item 1 below. However, you must insure that your business
meets all of the requirements spelled out in A), B), and C)]:
1. XX

2.

3.

4.

Ownership interests in this business are exempt from the registration requirements of
the state of New Hampshire because the business meets ALL of the following three
requirements:
A) This business has 10 or fewer owners; and
B) Advertising relating to the sale of ownership interests has not been circulated; and
C) Sales of ownership interests - if any - will be completed within 60 days of the
formation of this business.
This business will offer securities in New Hampshire under another exemption from
registration or will notice file for federal covered securities. Enter the citation for the
exemption or notice filing claimed - _ _ _ _ _ _ __
This business has registered or will register its securities for sale in New Hampshire.
Enter the date the registration statement was or will be filed with the Bureau of
Securities Regulation - _ _ _ _ __
This business was formed in a state other than New Hampshire and will not offer or
sell securities in New Hampshire.

Part III - Check ONE of the following items in Part III:
1.
2.

xx

This business is not being formed in New Hampshire.
This business is being formed in New Hampshire and the registration document states
that any sale or offer for sale of ownership interests in the business will comply with
the requirements of the New Hampshire Uniform Securities Act.

Part IV - Certification of Accuracy
(NOTE: The information in Part IV must be certified by: 1) all of the incorporators of a
corporation to be formed; or 2) an executive officer of an existing corporation; or 3) all of the
general partners or intended general partners of a limited partnership; or 4) one or more
authorized members or managers of a limited liability company; or 5) one or more authorized
partners of a registered limited liability partnership or foreign registered limited liability
partnership.)

NU Transmission Ventures, Inc. certifies that the information provided in this form is true and
complete. (Original signatures only)

NU TRANSMISSION VENTURES, INC.
MEMBER

.,•
March 30, 2010

By:
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~b.Jd~

Charles W. Shivery
7
Chairman, President and Chief
Executive Officer

State of New Hampshire

Filed

Date Filed: 3.130/2015

Department of State

Effective Date: 3/30/2015

2015 ANNUAL REPORT

William M. Gardner

Business ID: 628647

Secret:iry of State

BUSINESS NAME: NORTHERN PASS TRANSMISSION LLC
BUSINESS TYPE: Domestic Limited Liability Company
BUSINESS ID: 628647
CITIZENSHIP: Domestic
STATE OF FORMATION: New Hampshire
PREVIOUS PRINCIPAL OFFICE ADDRESS

PREVIOUS MAILING ADDRESS
Kay ComendulNortheast Utilities Service CompanyP.O. Box
270
Hartford, CT, 06141, USA

Energy Park780 North Comme.-cial St.-eet
Manchester, NH, 03101, USA
NEW PRINCIPAL OFFICE ADDRESS

NEW MAILING ADDRESS

780 No.-th Commercial Street
Manchester, NH, 03101, USA

Kay Comendul
PO Box 270 Hartford, CT, 06141, USA
REGISTERED AGENT AND OFFICE

REGISTERED AGENT: CT Corporation System
REGISTERED AGENT OFFICE ADDRESS: 9 Capitol Street Concord, NH, 03301, USA
PRINCIPAL PURPOSE(S)
NAICSCODE

NAICS SUB CODE

OTHER I operating certain transmission facilites and related

property equipment
MANAGER I MEMBER INFORMATION
TITLE

BUSINESS ADDRESS

NAME
Leon J Olivier

107 Selden Street, Be.-Jin, CT, 06037, USA

Membe.-

James J Judge

800 Boylston St.-eet, Boston, MA, 02199, USA

Membe.-

I, the undersigned, do hereby cenify that the statements on this report are true to the best of my information, knowledge and belief.
Authorized Pa.-ty
Richa.-d J Mo.-.-ison
TITLE

SIGNATURE

Mailing Add.-ess - Corporation Division, NH Department of State, 107 North Main Street, Room 204, Concord, NH 03301-4989
Physical Location - State House Annex, Jrd Floor, Room 317, 25 Capitol Street, Concord, NH
Phone: (603)271-3246 I Fax: (603)271-3247 I Email: corporatc@sos.nh.gov I Website: sos.nh.gov
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NORTHERN PASS TRANSMISSION LLC

SOLE MEMBER
Eversource Energy Transmission Ventures, Inc.
(a wholly-owned subsidiary of Eversource Energy)

107 Selden Street, Berlin, CT 06037

MEMBERS COMMITTEE
800 Boylston Street, Boston, MA 02199
James J. Judge
Leon J. Olivier
56 Prospect Street, Hartford, CT 06103

Chairman of the Members Committee
President
Executive Vice President and Chief Financial Officer
Senior Vice President and General Counsel
Vice President, Controller and Chief Accounting Officer
Vice President and Treasurer
Secretary

As of October 9, 2015

OFFICERS
Leon J. Olivier
James A. Muntz
James J. Judge
Gregory B. Butler
Jay S. Buth
Philip J. Lembo
Richard J. Morrison

56 Prospect Street, Hartford, CT 06103
56 Prospect Street, Hartford, CT 06103
800 Boylston Street, Boston, MA 02199
56 Prospect Street, Hartford, CT 06103
107 Selden Street, Berlin, CT 06037
One NSTAR Way, Westwood, MA 02090
800 Boylston Street, Boston, MA 02199

EVERSOURCE ENERGY CORPORATE CHART
OF MAJOR SUBSIDIARIES
EFFECTIVE APRIL '.;!O, 2015

EVERSOURCE
ENERGY

The Connecticut Light and
Power Com·pany•

NSTAR Electric Company•

An Electric Utility
100%

100%

An Electric Utility

Public Service Company of
New Hampshire•

Western Massachusetts
Electric Company•

An Electric Utl/fty
100%

An Electric Utility
100%

I

I
Yankee Energy System, Inc.

Eversource Transmission

Gas Businesses Holding
Company
100%

Ventures, Inc.

Northeast Utilities Service
Company..

Transmission Businesses

System Service Business

Holding Company

100%

100%

I
Yankee Gas Services
Comp any•

NSTAR Gas Company•

Retal/Dlstn'bvtlon of
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Natura/Gas

Retail Dlstrib1Jtlon of
100%

100%

Renewable Properties, Inc.
Real Estate
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• dba Eversource Energy
•• dba Eversource Energy Service Company

127 FERC ¶ 61,179
UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION
Before Commissioners: Jon Wellinghoff, Chairman;
Suedeen G. Kelly, Marc Spitzer,
and Philip D. Moeller.
Northeast Utilities Service Company and

Docket No. EL09-20-000

NSTAR Electric Company

ORDER GRANTING PETITION FOR DECLARATORY ORDER
(Issued May 22, 2009)
1.
On December 12, 2008, Northeast Utilities Service Company (Northeast) and
NSTAR Electric Company (NSTAR) (collectively, Petitioners) filed a request for the
Commission to issue a declaratory order approving the structure of a transaction
involving a cost-based participant funded transmission project (Project) that includes a
long-term bilateral transmission service agreement (Transmission Service Agreement)
between H.Q. Energy Services (U.S.) Inc. (HQUS) 1 and the Petitioners. For the reasons
discussed below, we grant the petition.
I.

Petition

2.
Hydro-Québec is currently developing over 4,000 MW of new hydro-electric
generation in the Province of Québec. This expansion will make significant amounts of
surplus hydro-electric power available for export to the United States. The Petitioners
and Hydro-Québec TransÉnergie (HQ TransÉnergie) are currently negotiating a joint
development agreement for the design, planning and construction of a 1,200 MW high
voltage direct current (HVDC) transmission line that will connect Hydro-Québec’s
system to a yet undetermined point in Southern New Hampshire so the power can be
delivered into the backbone of the 345 kV transmission system controlled by ISO New
England, Inc. (ISO-NE). Petitioners state that no other entity has expressed interest in the

1

HQUS is a wholly-owned subsidiary of Hydro-Québec which is a Crown
corporation that is wholly-owned by the Government of Québec.
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Project 2 comparable to HQUS’. Petitioners have not indicated whether the Project will
include ancillary services.
3.
HQ TransÉnergie will construct, finance and own the Canadian portion of the
transmission line and the Petitioners will construct, finance and own the portion of the
line located in the U.S. The Petitioners will submit the transmission line for ISO-NE
section I.3.9 reliability approval to ensure that the transmission line will not adversely
affect the reliability or use of the New England transmission system. Further, the
Petitioners intend to transfer to ISO-NE operational control of the U.S. portion of the
transmission line pursuant to a Transmission Operating Agreement (TOA) to be
negotiated with ISO-NE. Under the TOA, ISO-NE will have final authority over planned
line outages and will schedule all transactions over the transmission line in accordance
with ISO-NE’s market rules.
4.
According to the Petitioners, the 1,200 MW of firm transmission rights acquired
by HQUS under the Transmission Service Agreement will be at negotiated rates capped
at a cost-based rate, including a reasonable return on the Petitioners’ invested capital. 3
Once executed, the Transmission Service Agreement will be filed with the Commission
pursuant to section 205 of the FPA and will be subject to a Commission approved costbased rate ceiling. 4 Further, the Petitioners state that, because the transmission line is
participant funded by HQUS, it will not be included in the rates for transmission service
under ISO-NE’s Open Access Transmission Tariff (OATT).
5.
The Petitioners state that depending on market interest and transfer capabilities, an
additional 200 MW of incremental capacity may be made available through an open
season under the same rate, terms and conditions as provided for in the Transmission
Service Agreement with HQUS. The Petitioners add that the line could be larger than
1,400 MW if ISO-NE were to determine that the firm available transfer capability of the
2

Petition at 10. Petitioners state that one entity expressed interest for capacity on
the Project for 5 years, but Petitioners considered this speculative because additional
investors would be needed for the remaining 15 years, and Petitioners state that they are
not willing to go forward with the transaction on that basis. (Petition at n.14.).
3

HQUS will compensate the Petitioners for constructing, operating, and
maintaining the U.S. portion of the transmission line in return for 1,200 MW of firm
transmission rights.
4

The Petitioners state that the transmission line is not intended to be a “merchant”
transmission line because they will not seek market-based rate authorization for the
services provided over the proposed line.

Docket No. EL09-20-000
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project line could be higher. If so, they will size the line to the maximum firm available
transfer capability that is supported by the marketplace as determined in the open
season. 5 The Petitioners intend to solicit comments from interested parties regarding the
200 MW of incremental capacity and will file the details of the proposed open season for
Commission approval at the same time that the Transmission Service Agreement is filed.
The Petitioners also intend to make any transmission capacity that is not used by HQUS
available on an open access basis and commit to making the transmission service
available at rates, terms and conditions consistent with Order No. 890. 6
6.
In addition to the Transmission Service Agreement and the joint development
agreement, the Petitioners and HQUS are also negotiating a power purchase agreement
under which HQUS will sell 1,200 MW of firm power to Petitioners and other interested
New England entities for a period of no less than twenty years under HQUS’ marketbased rate tariff, which is on file with the Commission. 7 The Petitioners claim that
HQUS will recover the cost of transmission rights it acquires under the Transmission
Service Agreement through the price of power sold under the power purchase agreement
and that both agreements are related and should be considered as part of a combined
energy and transmission transaction. The Petitioners and HQUS intend that the power
sold under the power purchase agreement will be made broadly available to load in New
England and that any potential buyers will have at least a twenty-year purchase
commitment and must meet reasonable credit requirements. The Petitioners state that
they must demonstrate to New England state regulatory authorities that the power
purchase agreement represents a fair deal for New England electric customers in order for
the transaction to go forward.
7.
The Petitioners also anticipate that the term of the power purchase agreement with
HQUS will be between 20 and 25 years. However, HQUS will likely be paying for its
5

Petition at n.13.

6

Preventing Undue Discrimination and Preference in Transmission Service,
Order No. 890, FERC Stats. & Regs. ¶ 31,241 (2007) (Order No. 890), order on reh’g,
Order No. 890-A, 73 Fed. Reg. 2984 (Jan. 16, 2008), FERC Stats. & Regs. ¶ 31,261
(2007) (Order No. 890-A), order on reh’g and clarification, Order No. 890-B, 123 FERC
¶ 61,299 (2008), (Order No. 890-B) order on reh’g, Order No. 890-C, 126 FERC
¶ 61,228 (2009) (collectively, Order No. 890).
7

HQUS was authorized by the Commission to make market-based sales in Docket
Nos. ER97-851-000 and ER97-851-001. H.Q. Energy Servs. (U.S.) Inc., 81 FERC
¶ 61,184 (1997), reh’g denied, 82 FERC ¶ 61,234 (1998); H.Q. Energy Servs. (U.S.) Inc.,
79 FERC ¶ 61,152 (1997).
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transmission capacity rights based on an amortization period of up to 40 years which
reflects the anticipated life of the transmission line. Therefore, the Petitioners argue that
because HQUS will continue to participant fund the transmission line after the power
purchase agreement terminates, HQUS will continue to have the same rights to schedule
power over the transmission line after the power purchase agreement terminates.
8.
The Petitioners assert that the Project offers several significant benefits to New
England and its customers. The Project’s anticipated 1,200 MW of low-cost hydroelectric power should help reduce dependence on fossil fuels, increase fuel diversity, and
minimize price volatility in New England. The Petitioners argue that to the extent the
Project displaces gas-fired generation in New England, greenhouse gas emissions
associated with producing electricity will be reduced by an estimated four to six million
tons of CO2 per year during the term of the transaction which will assist in meeting
regional environmental goals. The Petitioners assert that the additional power will likely
reduce the Locational Marginal Price (LMP) of energy in New England at a time when
electricity prices in the region are rising. Finally, Petitioners claim that because the
Project will be participant funded, the New England transmission system will be
expanded without raising regional transmission rates under ISO-NE’s OATT or creating
disputes over cost allocation of the Project transmission line.
9.
Petitioners argue that its proposal conforms to Commission precedent including
Order Nos. 888 and 890 and the Commission Standards of Conduct, Order No. 2004. 8
Petitioners state that in the 1980s most of New England’s utilities entered into two longterm firm energy transactions with Hydro-Québec in connection with the development of
the Hydro-Québec Phase I and Phase II HVDC tie lines. 9 Petitioners contend that while
8

Standards of Conduct for Transmission Providers, Order No. 2004, FERC Stats.
& Regs. ¶ 31,155 (2003), order on reh’g, Order No. 2004-A, FERC Stats. & Regs.
¶ 31,161, order on reh’g, Order No. 2004-B, FERC Stats. & Regs. ¶ 31,166, order on
reh’g, Order No. 2004-C, FERC Stats. & Regs. ¶ 31,172 (2004), order on reh’g, Order
No. 2004-D, 110 FERC ¶ 61,320 (2005), vacated and remanded as it applies to natural
gas pipelines sub nom. National Fuel Gas Supply Corp. v. FERC, 468 F.3d 831 (D.C.
Cir. 2006); see Standards of Conduct for Transmission Providers, Order No. 690, FERC
Stats. & Regs. ¶ 31,237, order on reh’g, Order No. 690-A, FERC Stats. & Regs. ¶ 31,243
(2007); see also Standards of Conduct for Transmission Providers, Notice of Proposed
Rulemaking, FERC Stats. & Regs. ¶ 32,611 (2007); Notice of Proposed Rulemaking,
73 Fed. Reg. 16,228 (Mar. 27, 2008), FERC Stats. & Regs. ¶ 32,630 (2008) (collectively
Order No. 2004).
9

See ISO-NE Transmission, Markets & Services Tariff, section II – OATT,
schedule 20A, section 1.2.
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that proposal was completed prior to Order Nos. 888 and 890, they assert that the
Commission has recognized the benefits from the coordinated development of power
supply and transmission planning. For example, Petitioners contend that this Project is
similar to generator lead line projects whereby the Commission has approved allocating
the transmission rights to generators who pay for the line. Petitioners argue similarities
with this Project because it will be connecting the Hydro-Québec system with ISO-NE.
II.

Notice

10. Notice of Petitioners’ filing was published in the Federal Register, 73 Fed. Reg.
79,078 (2008), with interventions and protests due on or before January 12, 2009. On
December 19, 2008 New England Independent Transmission Company (New England
ITC) filed a motion to extend the comment period to January 26, 2009. On
January 8, 2009, the Commission granted the motion. Thirty two entities filed motions to
intervene. 10
11. The following entities filed motions to intervene and protests: Nalcor Energy;
Newfoundland and Labrador Hydro; the NRG Companies; Competitive Suppliers; 11
Iberdrola Renewables, Inc.(Iberdrola Renewables); Dynegy Power Marketing, Inc.

10

HQ Energy; Calpine Corporation; TransCanada Power Marketing, Ltd.; Bangor
Hydro-Electric Company; First Wind Energy, LLC; Vermont Transco LLC; Dominion
Resources Services, Inc.; IRH Management Committee; Boston Generating, LLC; Mystic
I, LLC; Mystic Development, LLC; Fore River Development, LLC; Central Maine Power
Company; New Brunswick Power Generation; Consolidated Edison Solutions Inc. and
Consolidated Edison Energy, Inc.; Retail Energy Supply Association; New England
Power Pool; Mirant Energy Trading, LLC; Mirant Canal, LLC; Mirant Kendall, LLC;
North American Energy Alliance, LLC; Brick Power Holdings, LLC; Vermont Public
Power Supply Authority; the NRG Companies including: NRG Power Marketing LLC,
Connecticut Jet Power LLC. Devon Power LLC, Middletown Power LLC, Montville
Power LLC, Norwalk Power LLC, and Somerset Power LLC; Constellation Energy
Commodities Group, Inc.; Constellation NewEnergy, Inc.; NextEra Energy Resources,
LLC; New Hampshire Electric Cooperative, Inc.; Connecticut Municipal Electric Energy
Cooperative; Massachusetts Municipal Wholesale Electric Company; and Energy
Management, Inc.
11

Competitive Suppliers include Electric Power Supply Association, the New
England Power Generators Association, Inc., and the Independent Energy Producers of
Maine.
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(Dynegy); Casco Bay Energy Company (Casco Bay); Bridgeport Energy, LLC; and
Indicated New England Generators (Indicated NE Generators). 12
12.
These companies and public entities filed motions to intervene and comment:
Cargill Power Markets, Inc. (Cargill); Green Mountain Power Corporation (Green
Mountain); New England ITC; Brookfield Energy Marketing Inc. (Brookfield); The
United Illuminating Company (United Illuminating); Vermont Department of Public
Service; ISO-NE; National Grid USA (National Grid); Connecticut Office of Consumer
Counsel; Transmission Developers, Inc. (Transmission Developers); Ridgewood
Renewable Power LLC (Ridgewood Renewable); PSEG Companies(PSEG); 13 Direct
Energy Services, LLC; and Central Vermont Public Service Corporation (Central
Vermont).
13. Notices of intervention were filed by: Maine Public Utilities Commission,
Connecticut Department of Public Utility Control (Connecticut PUC), Massachusetts
Department of Public Utilities, and the New Hampshire Public Utilities. The
Massachusetts Attorney General filed a late notice of intervention, Vermont Transco filed
motion to submit comments out-of-time. Pacific Gas and Electric Company, SUEZ
Energy Marketing NA, Inc., FirstLight Power Resources Management, LLC, and Cape
Light Compact filed late motions to intervene.
14. The Petitioners and HQUS filed answers to the protests and comments. Four
entities filed responses to these answers: New England Generators, New England ITC,
the Competitive Suppliers and United Illuminating. The Petitioners filed a response to
these four answers. The protests, comments and answers are discussed below.
III.

Discussion
A.

Procedural Matters

15. Pursuant to Rule 214 of the Commission’s Rules of Practice and Procedure,
18 C.F.R. § 385.214 (2008) the notices of intervention and timely, unopposed motions to
intervene serve to make the entities that filed them parties to this proceeding. Rule
214(d) of the Commission’s Rules of Practice and Procedure, 18 C.F.R. § 385.214(d)
(2008), the Commission will grant the late-filed motions to intervene, given the movants’
12

Indicated New England Generators include NextEra Energy Resources, LLC,
Mirant Energy Trading, LLC, Mirant Canal, LLC, Mirant Kendall, LLC and
TransCanada Power Marketing Ltd.
13

The PSEG Companies include Public Service Electric and Gas Company, PSEG
Power LLC, PSEG Energy Resources & Trade LLC.
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interest in the proceeding, the early state of the proceeding and the absence of undue
prejudice or delay.
16. Rule 213(a)(2) of the Commission’s Rules of Practice and Procedure, 18 C.F.R.
§ 385.213(a)(2) (2008), prohibits an answer to a protest and answer, unless otherwise
ordered by decisional authority. We will accept the answers of the Petitioners, HQUS,
New England Generators, New England ITC, the Competitive Suppliers and United
Illuminating because they have provided information that assisted us in our decisionmaking process.
B.

Summary Findings

17. As discussed below, we approve the proposed structure of the transaction, with the
caveat that we will independently review the Transmission Service Agreement and the
TOA, and any other jurisdictional rate schedules, when they are submitted to the
Commission. We find that Petitioners have adequately addressed protesters’ concerns as
to whether Petitioners’ proposal will result in undue discrimination or is otherwise unjust
and unreasonable. We are granting Petitioners’ request subject to the Commission
finding that the rates, terms and conditions included in the executed Transmission Service
Agreement are just, reasonable and not unduly discriminatory or preferential when it is
filed with the Commission.14
1.

Order No. 890 Issues
a.

Protests and Comment

18. Ridgewood Renewable argues that the “underlying approach” of the proposal is
that if a company wants to construct and pay for its own private transmission line, the
Commission should approve it because new transmission capacity “is always a good
thing.”15 It also contends that Commission policy does not provide that because a
transmission line is privately funded the line is exempt from Order No. 890 16 and other
policies aimed at promoting competition and access to transmission facilities.

14

As with any cost-based rate, Petitioners must include the necessary detail to
support its cost basis for establishing the cost-based ceiling it has proposed. See
18 C.F.R. § 35.13 (2008).
15

Ridgewood Renewable Preliminary Comments at 5.

16

See supra n.6.
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19. United Illuminating agrees with Petitioners that in Order Nos. 717 17 and 890 the
Commission recognized the importance of coordinated resource planning. However,
United Illuminating contends that the Commission stressed the importance of coordinated
resource planning in Order Nos. 717 and 890 to ensure open and non-discriminatory
access to transmission facilities. They argue that Petitioners misapply the Commission’s
emphasis on coordinated resource planning to justify closing access to the proposed HQNew Hampshire Line to all potential customers but HQUS. Moreover, because only
HQUS would have access to the Project for the next twenty years, the proposal is
preferential and unduly discriminatory. United Illuminating states that the policy
implications of the proposal are so significant that, if the Commission chooses to approve
this Project, it should do so through a rulemaking proceeding. 18
20.
Several protesters contend that Petitioners have not sufficiently supported their
proposal to circumvent the Commission’s Order No. 890 open season requirement. For
example, Brookfield states that Petitioners’ proposal for a cost-based price ceiling for
transmission service is not sufficient justification to avoid an open season. Brookfield
argues that the Project violates Order No. 890’s policy of providing all interested parties
equal opportunity to compete for open access to transmission. Further, Brookfield states
that Petitioners failed to address other similar transmission projects that included open
seasons in their proposals. 19 Cargill states that, given the high demand for transmission
service from Québec into ISO-NE, the Petitioners have not given sufficient explanation
as to why only a small portion of the line would be available for an open season. Cargill
asserts that the Commission should require the Petitioners to build the additional 200
MW of capacity and to offer a greater percentage of the transmission line’s 1,200 MW of
capacity in an open season.
21. Competitive Suppliers, with the support of Dynegy, Casco Bay, and Bridgeport,
assert that an open season must be employed initially to allocate transmission rights on
the Project. They argue that the Commission has addressed the rights that accrue to
parties that accept responsibilities for funding a new transmission line. 20 Competitive
17

Standards of Conduct for Transmission Providers, Order No. 717, 73 Fed. Reg.
63,796 (October 27, 1980), FERC Stats. & Regs. ¶ 31,280 (2008) (Order No. 717).
18

United Illuminating Comments at 18.

19

Brookfield Comments at 12, referring specifically to the open seasons proposed
for Cross Sound Cable, Seabreeze, Neptune, Montana-Alberta Tie Line, VFT, Chinook,
and Zephyr projects.
20

Citing Cross Hudson LLC, 123 FERC ¶ 61,001 (2008). (Cross Hudson)
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Suppliers point to an inconsistency in the Petitioners’ request for waiver of the
Commission’s open access regulations and their acknowledgement that one of the
Petitioners already has received an expression of interest in acquiring capacity rights on
the Project from a potential suppler other than HQUS. 21 Competitive Suppliers assert
that the proposal is inconsistent with the Commission’s waiver policy, which provides
that waivers are only granted until a third party requests access.
22. PSEG also agrees that an open season should be conducted, arguing that the
failure to do so contradicts the Commission’s Order Nos. 888, 890, and 717, as well as
the interconnection provisions of section 202(b) of the FPA. 22 Additionally, PSEG
asserts that the Commission has previously restricted waivers of Order Nos. 888 and 890
to transmission facilities that are not part of an integrated network and have not yet
received a transmission request. PSEG argues that Petitioners fail to qualify for a waiver
on both counts because the Project will be interconnected with and integrated into ISONE, and the Project will provide HQUS with interstate transmission service over the line.
23.
New England ITC asserts the Petitioners’ claim that the Project is participant
funded does not alter the need for compliance with the Commission’s open access
requirements. New England ITC argues that in some respects the Petitioners’ proposal
resembles a participant-funded network upgrade and that the Petitioners without any
justification, seek to redefine the rights to which they would be entitled if they participant
fund the Project. New England ITC argues that the Commission has substantial
precedents that identify financial transmission rights as the reward to parties who
participant-fund network upgrades, and that the allocation of financial transmission rights
preclude exclusive rights to use the line and the project is subject to open access. 23
24.
ISO-NE supports the proposed transaction and asserts that Order No. 890 appears
to have contemplated this type of arrangement. 24 Moreover, ISO-NE states that the
21

See n.14 of the Petition.

22

16 U.S.C. 824(a) (2008).

23

New England ITC Comments at 13, citing Cleco Power LLC, 103 ¶ 61,272, at
P 52 (2003).
24

ISO-NE Comments at 5 citing Order No. 890 at PP 543-544 (encouraging the
development of ‘upgrades and other investments that could reduce congestion or
integrate resources’) and P 557 (“Transmission Provider and customers cannot be
expected to support the construction of new transmission unless they understand who will
pay the associated costs.”).
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proposed transaction is consistent with principles espoused by many New England
stakeholders.
b.

Answer

25. The Petitioners state that their proposal is based on a different paradigm than the
typical transmission transaction under Order No. 890 and that it is not inconsistent with
the Commission’s open access transmission policy. The Petitioners argue that the
transmission line will be participant funded and the Commission’s policy permits
dedicated transmission rights for such projects. 25 The Petitioners contend that the Project
is consistent with the pro forma OATT policy of making transmission capacity available
on a first-come, first-served basis and is consistent with the Commission’s functional
unbundling requirement, because the agreements and rates for transmission and
generation will be distinct and separately stated. The Petitioners state that they do not
have vertical market power because they will transfer operating control to ISO-NE,
which will operate the system in accordance with Order No. 890, including any
requirement to expand their transmission system if directed by ISO-NE to do so.
26. With regard to United Illuminating’s request for a rulemaking proceeding, the
Petitioners argue that such a rulemaking proceeding is unnecessary because they are not
asking the Commission to establish any new rules of general applicability. Petitioners
also maintain that they do not understand United Illuminating’s opposition to their
proposal, because United Illuminating will not be responsible for any costs of the line or
power sold under the power purchase agreement unless it so chooses. 26
c.

Commission Determination

27.
We disagree with the protesters’ claim that Petitioners’ proposal contravenes the
Commission’s open access requirements in Order Nos. 888 and 890 and is
anticompetitive because all of the available capacity on the line has been allocated
25

Petitioners Answer at 14, citing Regional Transmission Organizations, 96
FERC ¶ 63,036, at 65,190 (2001) (noting that there may be participant funded facilities
constructed in a regional transmission organization that are directly funded by a
participant in return for the associated long-term transmission rights); ISO New England,
Inc., 109 FERC ¶ 61,252, at P2 (2004) (“If…new transmission facilities are built to
benefit particular participants or groups of participants, participant funding – i.e.
allocation of the costs to that participant or participants – is appropriate for those
projects.”
26

Petitioners’ Answer at 22.
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exclusively to HQUS without an open season for others to compete. Providing for
participant funding of a transmission facility with priority rights to use that facility is
fully consistent with long-standing open access policies. 27 The transaction between a
transmission customer (HQUS) and Petitioners under which HQUS has agreed to pay 100
percent of the costs for a system expansion in return for usage rights to the new HVDC
transmission line does not constitute undue discrimination or preference. Any potential
transmission customer has the right to request transmission service expansion from a
transmission owning utility and that utility is obligated to make any necessary system
expansions and offer service at the higher of an incremental cost or an embedded cost
rate to the transmission customer. The fact that the Petitioners have turned over
operational control of its existing transmission facilities to ISO-NE, does not relieve the
Petitioners of their residual obligations under Order No. 888 to expand its system upon
request.28
28. Moreover, with regard to the system expansion at issue in this case, Petitioners
indicate that they are willing to conduct an open season for an additional 200 MW of
incremental capacity on the line under the same terms and conditions agreed to by
HQUS, subject to a finding by ISO-NE that this additional capacity will not adversely
affect reliability in the region. Petitioners indicate that to date no other entity has
27

See Entergy Services, Inc., 115 FERC ¶ 61,095 (2006), order on reh’g,
116 FERC ¶ 61,275 (2006), order on reh’g and clarification, 119 FERC ¶ 61,013 (2007),
order on reh’g and compliance filing, 119 FERC ¶ 61,187 (2007), order on reh’g and
clarification, 122 FERC ¶ 61,216 (2008); Western Area Power Administration, 99 FERC
¶ 61,306, reh’g denied, 100 FERC ¶ 61,331 (2002), aff’d sub nom. Public Utilities
Comm’n of the State of CA v. FERC 361 U.S. App. D.C. 302, 367 F.3d 925 (D.C. Cir.
2004) (Western); (approves a transmission project that grants exclusive transmission
rights to the funders and no obligation of expansion); Transbay Cable LLC, 112 FERC
¶ 61,095, (2005) order on reh’g 114 FERC ¶61,031 (2006) (Transbay) (awarding of
rights for transmission funding of line); see generally Aero Energy, LLC, 115 FERC
¶ 61,128 (2006) (initially awarded transmission rights to party who funded the line).
28

Promoting Wholesale Competition Through Open Access Non-Discriminatory
Transmission Services by Public Utilities; Recovery of Stranded Costs by Public Utilities
and Transmitting Utilities, Order No. 888, FERC Stats. & Regs. ¶ 31,036 (1996), order
on reh’g, Order No. 888-A, FERC Stats. & Regs. ¶ 31,048, order on reh’g, Order
No. 888-B, 81 FERC ¶ 61,248 (1997), order on reh’g, Order No. 888-C, 82 FERC
¶ 61,046 (1998), aff’d in relevant part sub nom. Transmission Access Policy Study Group
v. FERC, 225 F.3d 667 (D.C. Cir. 2000), aff’d sub nom. New York v. FERC, 535 U.S. 1
(2002).
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expressed a willingness to participate in the Project at the same terms and conditions
agreed to by HQUS. Petitioners further assert that they intend to make available any
Project capacity not being used by HQUS consistent with the pro forma OATT
requirements. The Petitioners and HQUS state that, if ISO-NE were to determine that the
firm available transfer capability of the Project could be greater than 1,400 MWs, they
commit to size the line at the maximum firm available transfer capability that is
supported by the marketplace as determined by an open season. 29 Petitioners conclude
that they will provide the details of the open season in their Transmission Service
Agreement filing. 30
29. Although we are accepting Petitioners’ offer to conduct an open season in the
event that ISO-NE determines that the Project should be expanded beyond 1,200 MWs,
we disagree with Protesters’ claims that an open season is required with regard to costbased, participant-funded transmission system expansions, such as the one at issue in this
proceeding. The Commission has imposed open season requirements when a merchant
transmission project developer has proposed providing transmission access at negotiated
rates as a way to ensure against undue discrimination, but this is not a merchant project as
discussed more fully below. In this case, the transmission expansion project requested by
HQUS will be an HVDC line from Canada at a cost-based rate that will require
Commission approval in a subsequent section 205 rate filing. Any other potential
developer has the same right to request transmission service necessary to interconnect
new generation resources to the Petitioners’ systems. Under Order No. 888, the
Petitioners retain the obligation to undertake any necessary system expansion at the
higher of incremental or embedded cost. Thus, there is no undue discrimination.
30.
Regarding United Illuminating’s argument for a rulemaking proceeding, we agree
with Petitioners that such a rulemaking proceeding is unnecessary because we are not
establishing any new rules of general applicability.

29

Petition at n.13. These commitments must be consistent with Petitioners’
obligations regarding expansion under Order Nos. 888 and 890.
30

The Petitioners state that 200 MW of additional capacity will be participant
funded under the same rates, terms and conditions as the HQUS Transmission Service
Agreement. Petition at 10-11.
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- 13 Merchant Transmission
a.

Protests

31.
A common theme in a number of the protests is that the Petitioners have proposed
a merchant transmission project that does not meet the Commission’s criteria for
approval. For example, New England ITC asserts that regardless of Petitioners’ claim,
the Project is a merchant transmission facility and should be analyzed according to the
“ten safeguards” applied by the Commission to merchant transmission projects. 31 New
England ITC states that despite the Petitioners’ attempt to characterize the proposal as a
participant funded transmission line with negotiated rates and not market-based rates,
their description of the Project is not correct. According to New England ITC, “the use
of negotiated rates applied through a bilateral contract is in essence the same as market
based rates (for this scenario).” 32 New England ITC asserts that by classifying this
Project otherwise, Petitioners are attempting to avoid Commission policy for competition
as well as ISO-NE’s planning process.
32. PSEG and New England ITC also assert that the Project will be a merchant
transmission facility because the developers propose to assume all the risks of the Project
in exchange for the profits made from the sale of service on the line. 33 New England ITC
claims that this same concept formed the basis of the merchant proposals in
TransÉnergie 34 and Neptune, 35 where these project developers assumed the entire risk of
the projects and the investors’ profits were dependent upon willing buyers of the
transmission rights at rates that recovered the projects’ costs and earned any return on
their investment. New England ITC argues that to the extent the Petitioners’ Project
differs from other merchant transmission projects, the Commission has the authority to
reject those parts that it finds unnecessary or fails to satisfy the criteria. 36
31

New England ITC Protest at 17 – 20, citing Northeast Utilities Service Co.,
97 FERC ¶ 61,026 (2001); Northeast Utilities Service Co., 98 FERC ¶ 61,310 (2002);
Sea Breeze, 112 FERC ¶ 61,295 (2005); Linden VFT, LLC 119 FERC ¶ 61,066 (2007).
32

Id. at 8.

33

PSEG Comments at 9; New England ITC Comments at 9.

34

TransÉnergie U.S., Ltd., 91 FERC ¶ 61,230 (2000) (TransÉnergie).

35

Neptune Reg’l Transmission Sys., LLC, 96 FERC ¶ 61,147 (2001) (Neptune),
order on reh’g, 96 FERC ¶ 61,326, order on reh’g, 103 FERC ¶ 61,213 (2008).
36

New England ITC Comments at 12.
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33. Cargill rejects Petitioners’ claim that this Project is akin to a generator lead line.
Cargill asserts that the line would be part of ISO-NE’s integrated grid and could also be
used to deliver power from other generation facilities, which would, by definition, make
this something other than a generator lead line. 37 Several protesters assert that
Petitioners’ reliance on Cross Hudson 38 is misplaced in that Cross Hudson was a
generator lead line and this Project is not. Specifically, Competitive Suppliers argue that
Cross Hudson was not part of an integrated grid, and that the Commission stated that if
any electric energy being transmitted on the line comes from a source other than Bergen
2, it would reevaluate the project’s rates. 39 Competitive Suppliers also contend that in
Cross Hudson the associated generator was financially dependent on the project, but in
this case there is no associated generator dependent on this Project. Indicated NE
Generators also argue that this proposal is not a generator lead line because, as Petitioners
state, the line will be used for both importing power from and exporting power to
Québec. 40 Cargill also argues that this Project differs from a classic anchor-shipper
model because: (1) HQUS will purchase all of the capacity proposed by the Project
rather than a portion of the capacity; and (2) other anchor-shipper transmission lines
would be used to enable the construction of otherwise infeasible renewable energy
projects, while these hydroelectric projects will be built regardless of whether the Project
is constructed. 41
34. Further, while Petitioners claim that the Project is not a merchant line, protesters
disagree. Protesters assert that the Project is similar to other merchant transmission
projects and as such must include an open season. For example, Iberdrola Renewables
states that, even though the rates negotiated between the parties to the Transmission
Service Agreement may have some relationship to the project’s costs, this is not
sufficient to excuse the Petitioners from the Commission’s open season requirements
associated with merchant transmission projects.

37

Cargill Comments at 8.

38

Cross Hudson, 123 FERC ¶ 61,001 (2008).

39

Competitive Suppliers Protest at 8, citing Cross Hudson, 123 FERC ¶ 61,001 at

40

Indicated NE Generators Protest at 23.

41

Cargill Comments at 9, 10.

P 22.
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35. PSEG contends that Petitioners’ proposal is similar to Neptune, 42 where the
Commission denied Neptune’s proposal to secure 30 percent of its transmission capacity
through negotiated agreements. United Illuminating further points out that the
Commission has similarly required Northeast Utilities to fulfill the open season
requirement to charge negotiated rates for a merchant transmission line between New
York and ISO-NE. According to United Illuminating, the circumstances here are no
different. 43
36. Several Protesters disagree with Petitioners’ claim that this Project is analogous to
the Phase I/II Transactions. These Protesters assert that those transactions are thirty years
old, predate Order Nos. 888 and 890, would not comply with current Commission
requirements, and currently offer transmission service pursuant to rate schedules in the
ISO-NE OATT. 44 Brookfield Energy contends that the transmission rights offered in
Phase I/II were only offered to the supplier for the term of the power purchase agreement
and afterwards, the utility owners made those transmission rights available to competing
suppliers on an open access basis. Under Petitioners’ proposal, HQUS would have
exclusive access to the transmission rights beyond the term of the power purchase
agreements. Indicated NE Generators assert that, unlike the Petitioners’ proposal, the
Phase I/II proposal offered transmission rights to all New England Utilities that were
interested in sharing the cost of the line.
37. Indicated NE Generators also assert that contrary to the Petitioners’ arguments, the
Cross-Sound Cable project is clearly distinguishable from Petitioners’ Project, because
the Cross-Sound Cable project is a merchant line with market-based rates, is not owned
by the monopoly service provider and it is not assured a certain return. Additionally
protesters claim that the Cross-Sound Cable also serves a market where the capacity
products are not unbundled from the monopoly service providers. By contrast, here the
monopoly service providers are all government authorities or municipalities. 45
38. Finally, Indicated NE Generators also state that the Commission’s holdings in
California Independent System Operator Corporation 46 do not support the Petitioners’
42

Neptune, 96 FERC at P 61,634.

43

United Illuminating Comments at 13.

44

Brookfield Marketing Comments at 7; Indicated NE Generators Comments at

45

Indicated NE Generators Comments at 20.

46

Cal. Indep. Sys. Operator Corp., 120 FERC ¶ 61,244 (2007) (CAISO).

19.

(continued)
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Project. They assert that in CAISO, the Commission recognized that no one generator
could bear the cost of the transmission project, and that the Commission’s own policies
were a barrier to needed infrastructure. Furthermore, the Commission also found that the
mechanism used in that case would help foster competition, which Indicated NE
Generators assert would not be the case here.
b.

Answers

39. The Petitioners reiterate that the Project is not a merchant transmission facility
because the transmission capacity will not be sold at market-based rates. The Petitioners
request Commission flexibility in approving the proposal even though it involves a
bilateral agreement with unique rates, terms and conditions, rather than involving a
conforming Transmission Service Agreement under ISO-NE’s OATT. 47 The Petitioners
argue that the parties need to preserve flexibility to include negotiated rate provisions and
other risk sharing provisions in the Transmission Service Agreement to facilitate
completion of the transaction under difficult financial conditions by providing the
necessary long-term financial commitments for construction of the line. The Petitioners
note that because the Transmission Service Agreement will be filed pursuant to section
205, the Commission will have the opportunity to ensure that the rates, terms and
conditions are just and reasonable. The Petitioners contend that “The Commission has
expressly recognized the utility of models where participants fund projects in return for
dedicated transmission rights.” 48
40. HQUS states that the magnitude and complexity of this transaction make bilateral
negotiations the most efficient and effective route for moving this Project forward.
HQUS argues that the process is reasonable because it is pro-competitive and involves
three arm’s length parties coming together to negotiate incremental supplies for the
market. HQUS contends that the proposal should be allowed to proceed as requested
arguing that open seasons are only one method for allocating capacity in new
transmission and other methods such as first-come/first served are just as reasonable and
non-discriminatory. 49

47

Petitioners Answer at 20.

48

Petitioners Answer at 14, supra n.25.

49

HQUS Response at 9, 10.
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c.

Commission Determination

41.
In response to the protesters’ arguments that the Project is a merchant transmission
project, the Commission disagrees and finds that the Project is not a merchant
transmission project. As we noted in the recent Chinook order, merchant transmission
projects are distinguished from traditional public utilities in that the developers of
merchant projects assume all the market risk of a project and have no captive customers
from which to recoup the cost of the project. 50 Here, the risks of the Project have been
shifted from the Petitioners to HQUS, which has agreed to participant fund the Project,
and thus has full financial responsibility for the Project. The Petitioners, which operate in
retail access states, indicate that they have no captive customers. Also, the costs of the
Project will ultimately be recovered from any party that purchases power under the power
purchase agreement. We therefore find protesters’ arguments regarding merchant
transmission projects, including their arguments regarding open season requirements, to
be misplaced, as is their reliance upon Commission precedent such as TransEnergie and
Neptune involving merchant transmission projects. This is a cost-based participant
funded transmission project that the Petitioners are undertaking at the request of HQUS
who has agreed to participant fund the project.
42. Petitioners will file the necessary supporting cost documents in a future section
205 rate case, which the Commission will review to ensure that the proposed cost-based
rate is just, reasonable, and not unduly discriminatory or preferential. We recognize that
Petitioners want to preserve flexibility to include negotiated rate provisions and other risk
sharing provisions in the Transmission Service Agreement that is ultimately filed, but the
burden will be upon Petitioners to demonstrate that any such flexible terms and
conditions are not unduly discriminatory or preferential at the time they make that filing.
Because HQUS has agreed to participant fund the transmission expansion, the Project
costs will not be included in the rates for transmission service under the ISO-NE OATT
and other transmission ratepayers will be held harmless from the costs of the expansion.
43.
We reject the claim that the Project is similar to Cross-Hudson or Cross Sound
Cable. The Commission approved negotiated, non-cost based rates in those cases finding
that the projects were merchant transmission projects. The Commission finds that any
reliance by either the Petitioners or the protestors on these cases is misplaced because we
are approving the structure of the Project, which is a participant funded project and not a
50

Chinook Power Transmission, LLC, 126 FERC ¶ 61,134 (2009) (Chinook).
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merchant transmission project. Thus the transmission capacity charges will be priced
based on the cost of the line. Similarly, we find our holding in CAISO 51 is
distinguishable from our finding in this case. In CAISO, the Commission waived certain
Order No. 2003 default generator interconnection policies. This proceeding does not
involve a generator interconnection.
3.

Bundled Rates
a.

Protests

44.
Several commenters argue that because Petitioners are planning on bundling the
transmission and generation rates, it will be impossible to determine if the Project is in
fact participant funded as the Petitioners claim. 52 For example, Indicated NE Generators
assert that the Petitioners are proposing a series of related agreements that rebundle
transmission and generation, which will prevent alternative suppliers from competing for
the load that HQUS will have “locked up” already. They also argue that because
Northeast and NSTAR will rely on their ratepayers to fund this Project, it will not truly
be participant-funded. Moreover, because Northeast and NSTAR, will be purchasing the
power through rebundled rates, they will be passing on the risk of this Project to their
captive customers. 53 Indicated NE Generators also argue that the Commission’s
Standards of Conduct do not address or authorize this type of arrangement. They claim
that Order No. 2004 did not modify the restrictions regarding unbundling, as Petitioners
imply. 54
b.

Answer

45. The Petitioners state that the proposed transaction does not violate the
Commission’s functional unbundling requirements, because the agreements and rates for
transmission and generation will be distinct and separately stated. 55 The Petitioners also
state that the rates, terms and conditions of the power purchase agreement will be filed
51

CAISO, 120 FERC ¶ 61,244.

52

Commenters include Competitive Suppliers at 8, 12, Indicated NE Generators at
10-15, and PSEG at 6, 7.
53

Indicated NE Generators Protest at 13.
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Id. at 15, 16.
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and reviewed by the Commission and relevant state regulatory authorities who will
ensure that New England customers are getting a “fair deal.” The Petitioners argue that
the power purchase agreement will occur under HQUS’ market-based rate authority, and
will be subject to the Commission’s applicable reporting requirements. Thus, there is no
need for the Petitioners to file further information regarding the power purchase
agreement. 56
c.

Commission Determination

46.
In order for a transmission provider to meet the Commission’s functional
unbundling requirements, rates for generation, transmission, and ancillary services must
be separately stated. The Petitioners have indicated that the rates for transmission
services and power purchases with respect to the Project will be separately stated, 57 and
the Commission will require that they do so. It is true that HQUS (but not the
Petitioners) is combining renewable hydropower generation costs (that will be sold at
market rates) with the costs that HQUS will incur to participant-fund the new
transmission line that needs to be built in order to deliver its hydropower resource to New
England customers. However, that does not constitute of violation of the functional
unbundling requirement of Order Nos. 888 and 890, because the rates for the
transmission service and the power sales will be separately stated.
47.
Further, the Petitioners will charge a cost-based transmission rate, and HQUS is
agreeing to participant fund the costs of building the transmission line, which will hold
other transmission customers in New England harmless from the transmission expansion
costs. Such “rebundling” of transmission and generation occurs anytime a generator
purchases long term transmission service to sell power. However, there are no
“rebundling” concerns regarding the Petitioners because the transmission service and the
cost-based rates charged will be provided for under the Transmission Service Agreement
to be filed with the Commission, and any power purchases will separately occur under
HQUS’ Commission-approved market-based rate tariff.
48.
Accordingly, the Commission finds that with the separately stated rates, the
proposed transaction complies with the unbundling requirements of Order No. 888. We
also find that no additional information regarding the power purchase agreement or
Transmission Service Agreement is needed at this time. The Transmission Service
Agreement is required to be filed with the Commission under section 205. Also, the
power sales from HQUS will be made pursuant to a Commission-approved market-based
56

Id. at 27, 28.

57

Petitioners have not stated whether ancillary services will be included.
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rate schedule, which requires quarterly reporting of contracts and transactions. 58 No rates
may be charged for jurisdictional services absent Commission approval.
49. Finally we reject both the Petitioners’ and Indicated NE Generators’ reliance on
the Standards of Conduct. The Standards are not germane to the issues before us at this
time, as we are asked only to approve the structure of the transaction. Any allegation
regarding possible violations of the Commission’s Standards of Conduct may be raised
subsequently at the appropriate time. Further, the state commissions have filed
comments in support of the structure of the proposed Project, noting that they will have
the opportunity to review the impact of the transaction to ensure that the ratepayers are
protected. 59
4.

Vertical Market Power, Affiliate Abuse Concerns and
Need for Request for Proposal (RFP)
a.

Protests

50.
Nalcor Energy and Newfoundland and Labrador Hydro contend that the
participation of transmission owners and their affiliated generation and load-serving
operations in various elements of this transaction raises the potential for vertical market
power, through preferential treatment of affiliated operations. “Here, there is no question
that the proposed transaction brings together transmission-owning utilities in a joint
transmission project that facilitates a specific purchase and sale of electricity at wholesale
involving affiliated subsidiaries of the transmission-owning utilities.” 60 They believe that
without more detailed explanation to dispel these concerns, measures that mitigate
potential vertical market power must be a condition of any Commission approval, and
that an open season to solicit participants is an appropriate means of doing this.
Similarly, Ridgewood Renewable Power asserts that this Project will amount to one

58

Market-Based Rates for Wholesale Sales of Electric Energy, Capacity and
Ancillary Services by Public Utilities, Order No. 697, FERC Stats. & Regs. ¶ 31,252,
clarified, 121 FERC ¶ 61,260 (2007), order on reh’g, Order No. 697-A, 73 Fed. Reg.
25,832 (May 7, 2008), FERC Stats. & Regs. ¶ 31,268, order on reh’g and clarification,
124 FERC ¶ 61,055 (2008).
59
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company having exclusive access to markets, and that access could limit competition and
market access for others. 61
51. Iberdrola Renewables argues that Petitioners have failed to address the affiliate
abuse concerns inherent in their proposal; i.e. the Petitioners and the transmission-owning
affiliate of HQUS, HQ TransÉnergie, are working together to develop this Project.
Iberdrola Renewables contends that the Commission has generally favored separating the
development of new generation from the planning of transmission system. Iberdrola
Renewables acknowledges the need for an “anchor shipper” in order to finance a new
project, but states it is concerned about affiliate abuse because HQUS will have control
over the entire capacity of the line. 62 Central Vermont states that while generally it
supports the proposal, it is concerned that HQUS could give undue preference to HQUS’
power purchasers. Thus, Central Vermont requests that the Commission reserve
judgment on the specific terms and conditions of the Transmission Service Agreement
and the power sales agreements until the details of those transactions are provided in a
subsequent filing with the Commission. 63
52. Indicated NE Generators assert that Petitioners imply that they will be the
purchasers of HQUS’ power. Because this purchase will take place at negotiated rates
and involves no competitive offers from other suppliers, what starts as an unbundled
relationship will effectively become a bundled agreement with Northeast and NSTAR
favoring the power they purchase from HQUS over any possible competing suppliers. 64
New England ITC argues that if Petitioners were to conduct a request for proposal
process (RFP), both open season and affiliate abuse concerns would be addressed
because the Commission has found that an RFP can be consistent with the open season
criteria for merchant transmission projects. 65 United Illuminating argues that the

61
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Commission has rejected this type of bilateral transmission contract because it can result
in unduly preferential access to transmission capacity. 66
b.

Answer

53. The Petitioners state that the proposed transaction does not involve any affiliate
transactions because HQUS is not affiliated with either Petitioner and that the transaction
was conducted at arms’ length. Further, the Petitioners state that they do not have captive
customers because of retail choice and, therefore, the potential for affiliate abuse does not
exist. HQUS states that vertical market power concerns are unfounded, because HQUS
and Hydro-Québec Production are physically and functionally separated from
TransÉnergie, the entity building the transmission capacity on the Québec side. Further,
HQUS notes that TransÉnergie has a code of conduct and an approved OATT for
evaluating transmission requests in a non-discriminatory manner. Petitioners note that
Hydro-Québec Production was the first party to request 1,200 MWs of transmission
service on the Québec portion of the Project to the U.S. border 67 and thus has service
priority on the Québec side.
c.

Commission Determination

54.
The Commission finds that Hydro-Québec, HQUS and its subsidiaries are not
affiliated with the Petitioners and, therefore, the possibility of affiliate abuse does not
exist. Regarding concerns of vertical market power, a minimum requirement for the
possession of vertical market power is the ability to control more than one stage of
production, in this case, generation and transmission. However, the Petitioners are
ceding control of the Project to ISO-NE. Therefore, the Petitioners will not be able to use
the transmission system, a downstream asset, to control or manipulate generation.
Therefore, we find that Petitioners’ ceding control of the U.S. portion of the line to ISONE mitigates vertical market power.
55. In addition, Petitioners have stated that HQUS will sell electricity to them and
other interested parties pursuant to HQUS’ Commission-approved market-based rate
tariff. 68 HQUS confirms Petitioners’ representation and also offers that it will commit in
the Transmission Service Agreement to making unused capacity available to third parties
66

United Illuminating Comments at 11, 12 citing Neptune, 96 FERC ¶ 61,147 at

61,634.
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pursuant to Order No. 890. The Commission requires that, as a condition of being able to
sell electricity under this tariff, HQUS must periodically demonstrate that it possesses no
horizontal or vertical market power. 69
56. Finally, United Illuminating’s comparison of the Commission’s rejection of the bilateral contracts proposed in Neptune is misplaced. Neptune was a merchant project with
market-based rates. As we have previously discussed, this project is not a merchant
project but is participant-funded, and transmission capacity will be priced at cost-based
rates.
5.

ISO-NE’s Regional Planning Process
a.

Protests

57.
Several protesters question why Petitioners have chosen to work outside of ISONE’s normal regional transmission planning processes. For example, Cargill asserts that
Order No. 717 70 does not justify Petitioners’ ignoring the ISO-NE planning process.
Brookfield states that even if the Project is not a merchant line, Petitioners have failed to
show why the Project should not be treated as an elective transmission upgrade under
ISO-NE’s tariff. United Illuminating lays out the process provided by the ISO-NE tariff
for obtaining additional transmission service, including System Impact Study provisions
that could be pursued by HQUS, and it asserts that this process would also indicate if
additional facilities are necessary to accommodate the additional transmission service.
United Illuminating concludes that the existing ISO-NE OATT process is adequate to
serve HQUS’ service needs and that Petitioners did not explain why the Project cannot be
completed within the ISO-NE regional planning process and the ISO-NE OATT. 71
69

"Through regularly scheduled updated market power analyses . . . the
Commission is better able to evaluate the ongoing reasonableness of . . . sellers’ charges
and to provide for an ongoing assessment of their ability to exercise market power."
Market-Based Rates for Wholesale Sales of Electric Energy, Capacity and Ancillary
Services by Public Utilities, Order No. 697, FERC Stats. & Regs. ¶ 31,252 at 40,005,
clarified, 121 FERC ¶ 61,260 (2007), order on reh’g, Order No. 697-A, 73 Fed. Reg.
25,832 (May 7, 2008), FERC Stats. & Regs. ¶ 31,268, order on reh’g and clarification,
124 FERC ¶ 61,055 (2008).
70

Order No. 717 amends regulations adopted on an interim basis in Order No.
690, in order to make them clearer and to refocus the rules on the areas where there is the
greatest potential for abuse.
71
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58. Brookfield argues that, contrary to Petitioners’ assertions, the Commission’s most
recent views on transmission policy are found in Order No. 890, which lays out nine
planning principles to ensure that transmission services are provided on a just, reasonable
and not unduly discriminatory or preferential basis. Brookfield asserts that the
Petitioners' proposal fails to address the first five principles: coordination, openness,
transparency, information exchange, and comparability. Brookfield further maintains
that it is premature to claim that this proposal fits within ISO-NE’s regional plans,
because ISO-NE is currently considering Petitioners’ proposal, along with several
others.72
59.
National Grid states that while it generally supports the Project, it must be subject
to appropriate review by ISO-NE to ensure it will not adversely affect reliability.
Moreover, bypassing the Regional System Planning Process would tend to undermine the
Commission’s policies for transparency in the transmission planning process and deprive
stakeholders of the opportunity to review the proposed interconnection. 73 It also
contends that participant funding should be required for any AC transmission
reinforcements necessary to accommodate the proposed interconnection, because it is not
clear that such reinforcements would benefit all transmission load customers in the
region. 74 PSEG also argues that the Project must undergo review by ISO-NE, asserting
that other studies have shown that large imports of power from Canada can negatively
affect PJM’s and NYISO’s systems. PSEG also raises concerns about who will pay for
these impacts. 75
60. ISO-NE explains that the Project will be fully vetted through its planning process.
ISO-NE agrees with the Petitioners that this Project will increase fuel diversity and
reduce supply risks and price volatility. ISO-NE states that the line would not be
considered an elective network upgrade because it is not a pool transmission facility.
Therefore, ISO-NE argues that because the Project’s transmission line would not fit
under existing OATT provisions, Petitioners’ proposal for participant funding is a logical
option.
61. ISO-NE argues that the proposed bilateral transaction would not be workable for
transmission projects within ISO-NE because service within ISO-NE is not offered on a
72
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point-to-point basis or pursuant to a bilateral power supply arrangement. ISO-NE claims
that it is prepared to undertake the studies and review processes specified in Section I.3.9
of its tariff to ensure the transmission line will not adversely affect reliability or
operations. ISO-NE asserts that it should play a key role in ensuring a transparent
decision-making process for the southern terminus of the line to ensure that the entire
region does not need to support any network upgrades resulting from the Project. 76
b.

Answer

62. The Petitioners state that concerns that it is bypassing the ISO-NE planning
process are unfounded. They state that ISO-NE will not have to evaluate the need or the
economic benefits of the Project because it is participant-funded and the costs will not be
included in rates for transmission service under ISO-NE’s OATT. The Petitioners state
that the Project will, however, be vetted through ISO-NE’s stakeholder process. They
also state that to the extent necessary, they will conduct a System Impact Study in
coordination with ISO-NE and other affected transmission owners to determine any
effects the proposed line may have on the regional transmission grid. The Petitioners
state that ISO-NE has determined that the transmission line is not an elective upgrade and
is not considered a pool transmission facility and, thus does not fit under any existing
OATT provisions. The Petitioners also confirm that they will assume responsibility for
the costs of the Project, including any network upgrades to the existing ISO-NE
transmission system that are solely required to accommodate the line. They state that any
needed network upgrades to the AC transmission system independent of the proposed
Project should be made pursuant to ISO-NE’s OATT. 77
c.

Commission Determination

63.
The Commission accepts ISO-NE’s and Petitioners’ statements that the Project
will be thoroughly vetted through the ISO-NE’s stakeholder planning process. Under its
regional system planning process, ISO-NE will be responsible for determining, in
consultation with interested parties, whether any reliability transmission upgrades are
needed to interconnect the Project to the regional AC transmission system. The
Petitioners will be responsible for the costs of the Project as well as any network
upgrades to the existing ISO-NE transmission system that are needed to accommodate the
line. The Commission also accepts Petitioners’ representations that it will submit a
Transmission Operating Agreement to ISO-NE for its approval and that the Project will
undergo ISO-NE’s section I.3.9 reliability review process to ensure that it does not cause
76
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any adverse effects to system reliability. 78 Because ISO-NE commits to playing a key
role in reviewing the effects of the project and ensuring that the reliability review
process is transparent vis-à-vis the U.S. portion of the line, the Commission finds that this
oversight will address any potential that other parties would be required to pay for
facilities to accommodate the interconnection of the transmission line.
6.

Rights to Unused Capacity and Capacity Rights After
Contract Termination
a.

Protest and Comments

64. Indicated NE Generators request that the Petitioners clarify how scheduling will
be conducted to accommodate competitive supply and demand on both sides of the
international border. They are concerned that HQUS will have scheduling rights for
more than the twenty to twenty-five year term of the power purchase agreement because
the line will be amortized over a longer time period. 79 Nalcor Energy and Newfoundland
and Labrador Hydro state that unused capacity must be made available in a complete,
open, and robust secondary market and that Petitioners should be required to explain how
this will be done prior to Commission approval. Nalcor Energy explains that the
Petitioners have stated only that they intend to make unused capacity available but have
provided no details as to how that would be implemented. In addition, Nalcor Energy
asserts that the Commission should recognize that the Transmission Service Agreement
may have unique provisions governing scheduling rights. 80
65.
National Grid states that any order approving the Project should be conditioned
upon the Petitioners making available unused capacity under the Commission’s open
access requirements. 81
b.

Answer

66. The Petitioners commit to making any unused capacity available consistent with
the requirements of Order No. 890. The Petitioners also state that the Transmission
Service Agreement will include a provision stating that secondary transmission service
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will be available to other parties at the same rates, terms and conditions as HQUS. 82 In
response to concerns that it will continue to have rights to 1,200 MW of firm
transmission service after the end of the initial term of the power purchase agreement,
HQUS states that there is no reason, financial, equitable or legal, why an entity
responsible for the transmission line’s existence and still paying for the line should not
have capacity rights on the line. 83
c.

Commission Determination

67.
We find that it is not inconsistent with our policy to grant HQUS transmission
rights for the entire 1,200 MW capacity of the line as long as it continues to fund the
line. 84 In the past, we approved a cost-based transmission project wherein the
transmission rights were not tied to the length of any other agreement, such as financing
or a Transmission Service Agreement. 85 We will fully resolve the question of the
appropriate length of transmission rights in Petitioners’ future section 205 filing. We
note that the Petitioners must make available any unused Project transmission capacity
pursuant to the requirements of Order No. 890.
7.

Recovery of Potential Abandoned Plant Costs
a.

Protest and Comments

68. National Grid requests that the Commission find that the Petitioners are not
eligible to collect abandoned plant costs “for the construction of participant-funded
transmission facilities designed to benefit only a subset of power purchases in New
England.”86
b.

Answer

69. In response to National Grid’s concern, the Petitioners state that under their
existing TOA with ISO-NE, they do not take the position that they are entitled to recover
prudently incurred abandoned plant costs if ISO-NE removes a project from a Regional
82
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System Plan after directing that the project moves forward, but they reserve the right to
file for recovery of these costs, including as an incentive under Order No. 679. 87 The
Petitioners also argue that the Commission has no reason to prejudge the Order No. 679
issue in this case, but any such request, if made, would be part of the future section 205
filing of the Transmission Service Agreement. 88
c.

Commission Determination

70.
Petitioners have not requested a determination that abandoned plant costs could be
recovered, and we will therefore reject as premature National Grid’s argument against the
potential recovery of abandonment costs. As the Petitioners correctly note, they must
make a separate request or filing with the Commission to recover any future
abandonment cost. We will address this issue as necessary at that time.
8.

Lack of Sufficient Data to Support the Filing
a.

Protest and Comments

71. Several commenters and protesters note that the proposal lacks detail. Those
opposed to the Project view the missing information as undermining the Commission’s
ability to make a determination of the proposal. Commenters in favor of the proposal
state that the Commission should limit its approval to the very narrow question put before
it by the Petitioners.
72. As an example, Brookfield states that the Commission cannot fully evaluate the
impact of the Project without further detail about: (1) what impact this Project will have
on ratepayers; (2) what impact this Project will have on competing suppliers in terms of
line capacity and any potential upgrade; (3) where the line will interconnect and what
impact that will have on the ISO-NE-wide grid; (4) what alternatives there are to the
proposed import of hydropower from Québec; and (5) what impact these imports will
have on the wholesale market. 89 Direct Energy Services requests that the Commission
require Petitioners to detail how and to whom the power procured and transmitted over
the Project ultimately would be sold, and to provide more information on why this
87

Promoting Transmission Investment through Pricing Reform, Order No. 679,
FERC Stats. & Regs. ¶ 31,222, order on reh’g, Order No. 679-A, FERC Stats. & Regs.
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Project cannot conform to Order No. 890. 90 Indicated NE Generators state that details as
to the rates, terms, and conditions of the various agreements that will differ from the
Commission’s pro forma OATT is needed to evaluate Petitioners proposal. Indicated NE
Generators also assert that the Petition lacks detailed information about the terms and
conditions of various agreements that will be involved in the operation of the proposed
transmission line, including the Transmission Service Agreement and the power purchase
agreements. Petitioners have not provided details as to the process by which interested
parties might obtain power from HQUS or the terms under which that power might be
sold. According to Indicated NE Generators, significant operational details, such as how
the power will flow and how scheduling will be conducted, are also missing. 91
73. Green Mountain Power supports construction of additional transmission facilities
that could be used to import power from Québec, but expresses concern about the need
for details concerning the proposed Transmission Service Agreement: (1) how will the
rates, terms and conditions differ from the Commission’s pro forma OATT; (2) how the
proposed risk sharing arrangements will operate; or (3) how the unique provisions
governing scheduling rights will be implemented. Therefore, Green Mountain Power
advises the Commission to approve the petition as narrowly presented and addressing
only the structure of the transaction. 92 National Grid states that it supports the proposal
only if the Commission requires that all subsequent rates, terms and conditions are
reviewed. 93
74.
The Connecticut PUC and Connecticut OCC also filed comments in support of the
proposed transactional structure but state that, at this time, they take no position as to the
particular rates, terms, and conditions of service that will be embodied in the contracts
contemplated by the Petitioners. 94 The Massachusetts Attorney General also filed
comments supporting importing more hydropower from Québec into New England but
only if it results in reducing the total delivered cost of power to consumers. He states that
at this time the Commission can only approve the proposal in principle because more
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information is needed to determine if the proposed Project is in the public interest. 95
Finally, the Vermont DPS believes the proposed transaction is creative and could be a
model for future transactions. However, it is concerned about the details of the power
purchase agreement, including whether Vermont load serving entities will have an
opportunity to purchase power made available by this line. Vermont DPS also expresses
concern that there be no undue preference in the purchase of power from HQUS. 96
b.

Answer

75. Petitioners and HQUS state that the Protesters’ claim that the filing lacks sufficient
information regarding the power purchase agreement is without merit. They assert that
they are still negotiating the terms and conditions of both the Transmission Service
Agreement and the power purchase agreement, and once executed they will make the
necessary section 205 filings with the Commission. 97 HQUS explains that under the
power purchase agreement, buyers will most likely have to file the contracts with their
respective state utility commissions for prior review; therefore, any state regulatory
concerns will be addressed at that time. 98 The Petitioners also state that concerns
regarding whether the power sold will be competitively priced relative to other resources
is not relevant to this proceeding because the power sold by HQUS will be at marketbased rates and subject to market forces. Load serving entities will either buy or not buy
the power offered by HQUS, depending upon how competitive HQUS’ power is vis-à-vis
alternative power sources. 99
c.

Commission Determination

76.
The Commission agrees with HQUS and the Petitioners that the Commission does
not require additional information in order to approve the petition. As the Petitioners
state, when required, they will make the appropriate section 205 filings that will include
cost support in compliance with Part 35 of the Commission’s Regulations. 100
Accordingly, we reject as premature Protesters’ requests for additional information
95
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concerning the Transmission Service Agreement. Similarly, we will reject Protesters
request for additional information regarding the power purchase agreement because the
power sales under that agreement will be provided under HQUS’ Commission-approved
market-based sales tariff, and HQUS will be required to comply with all relevant
reporting requirements. We remind the Petitioners that they will be required to file, when
appropriate, the Transmission Service Agreement and the TOA. We emphasize that the
Petitioners must file any other agreements related to the Project not otherwise discussed
in the Petition that involve jurisdictional services.
9.

Monopsony Power and Impact on the Forward Capacity
Market
a.

Protests

77.
Indicated NE Generators and NRG argue that the Project will foster monopsony
market power and undermine competitive markets in New England. This concern is
based in part on the excess capacity found to exist in the ISO-NE’s forward capacity
market. 101 Indicated NE Generators and NRG Companies assert that adding such a large
amount of capacity will artificially suppress prices in the ISO-NE forward capacity
market, because they would be placed in the bid stack as price-takers. If the Project is
uneconomic, relative to ISO-NE’s current forward capacity market, Petitioners should not
be allowed to enter the market and suppress prices. Indicated NE Generators also
question the benefits of power imported from Québec and whether it will be favorable
compared to alternatives and this cannot be determined without knowing the price at
which the power will be made available and the price of the alternatives. Indicated NE
Generators state that the power purchase agreement will have a term of at least twenty
years, yet Petitioners did not even speculate on what price other suppliers would offer for
a twenty year purchase agreement.
78. In addition to questioning the need for this capacity, NRG expresses the concern
that the Project could undermine the proper functioning of the New England forward
capacity market, because the proposal contains no competitive procurement process,
101

Both Indicated NE Generators and NRG point to the results of the Forward
Capacity Auction for June 2010 through May 2012, which indicate a significant excess of
capacity in New England. They explain that ISO-NE reported the excess capacity in the
first forward capacity market was 2.047 MW, citing Letter from ISO New England in
Docket No. ER08-633-000 (March 3, 2008). They also cite Letter from ISO New
England filed in Docket No. ER09-467-000 (December 23, 2008) that reported excess
capacity in the second Forward Capacity Auction was 4,744 MW. Indicated NE
Generators Protest at 26, 27 and 18 n.42. NRG Protest at 4 n.4.
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there is no guarantee that the additional capacity is economic, and the existing forward
capacity market rules are not sufficient to protect against the anti-competitive effects of
uneconomic entry. 102 This view is echoed by Indicated NE Generators: “[I]t nonetheless
is beyond debate that the price of capacity in a competitive market such as New England
should not be subject to manipulation by large load-serving entities that can exercise
monopsony power, be it intentional or not.” 103
79. NRG Companies request that the Commission review the proposal to ensure it is
not anti-competitive, asserting that large net-buyers such as Northeast and NSTAR have
an incentive to depress capacity market prices. Further, they argue that Petitioners should
be required to clarify how their proposal will avoid having anti-competitive effects on the
forward capacity market. Finally, NRG states that the Commission should: (1) direct
ISO-NE and its stakeholders to review existing forward capacity market rules and make
revisions as necessary to avoid a long-term price collapse, and (2) clarify that new
capacity delivered via this Project is not guaranteed to be allowed to participate in the
forward capacity market until there is a thorough review of its competitive effects. 104
b.

Answer

80. The Petitioners state that the Protesters’ arguments regarding monopsony power
and criticisms of ISO-NE’s existing forward capacity market rules are outside the scope
of this proceeding and should be dismissed. The Petitioners state that the forward
capacity market design envisions that load will be able to meet capacity obligations
through bilateral contracts. The Petitioners state that the Project will be subject to
existing market mitigation rules, and that any concerns over those rules should be
addressed in the ISO-NE stakeholder process. The Petitioners also contend that NRG’s
and Indicated NE Generators’ assertion that the existing forward capacity market rules
are inadequate represents an improper collateral attack on the Commission’s prior
orders.105 Petitioners conclude that their proposal is pro-competitive because it will
102

NRG Protest at 4 – 6.

103

Indicated NE Generators Protest at 28.

104

NRG Protest at 8.

105

Petitioners’ Response at 11-12 (citing ISO New England Inc. 122 FERC
¶ 61,018, at P 4 (2008), Devon Power LLC, 115 FERC ¶ 61,340, at P 109 (2006), order
on reh’g, 117 FERC ¶ 61,133 (2006), NSTAR Electric Co. v. ISO New England Inc. 125
FERC ¶ 61,187, at P 26 (2008), ISO New England Inc., 123 FERC ¶ 61,290, at P 16
(2008)).
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increase supply in New England’s wholesale power market and, in turn, may reduce
market prices and benefit customers.
c.

Commission Determination

81.
We agree with Petitioners that the issues raised by Indicated NE Generators and
NRG concerning the adequacy of the existing forward capacity rules are beyond the
scope of this proceeding. Furthermore, any concerns regarding the forward capacity
market rules are best addressed in the ISO-NE stakeholder process.
The Commission orders:
NSTAR and Northeast’s petition for a declaratory order approving the structure of
the proposed transaction, as discussed in the body of this order, is hereby granted.
By the Commission. Commissioner Moeller concurring with a separate statement
attached.
(SEAL)

Kimberly D. Bose,
Secretary.

UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Northeast Utilities Service Company

Docket No. EL09-20-000

NSTAR Electric Company
(Issued May 22, 2009)
MOELLER, Commissioner, concurring:
This case presents a unique situation that calls for a unique response. Clarifying
what this request is, and what it is not, is necessary to provide clear signals to potential
developers and users of future transmission infrastructure. Each transmission project that
comes before the Commission must independently satisfy our requirements with respect
to non-discriminatory open access, market power and rate structure.
As the order explains, this proposal is not a merchant line given that the
transmission rates charged will be subject to cost-based regulation. Additionally, this
order finds that the proposed structure of the transaction does not violate the open access
foundation of Order No. 888 and our subsequent determinations in Order. 890. While
some parties to this proceeding argue that the proposed structure of the transmission
project conflicts with our open-access and non-discriminatory transmission requirements,
the parties have not clearly demonstrated how the Petitioners’ request interferes with our
existing requirements or Commission policy. At present, the Petitioners only seek
approval of the basic structure of the transaction described in their filing and I find no
compelling basis on which to deny their request.

_______________________
Philip D. Moeller
Commissioner

134 FERC ¶ 61,095
UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Jon Wellinghoff, Chairman;
Marc Spitzer, Philip D. Moeller,
John R. Norris, and Cheryl A. LaFleur.
Northern Pass Transmission LLC
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ORDER ACCEPTING TRANSMISSION SERVICE AGREEMENT
(Issued February 11, 2011)
1.
On December 15, 2010, Northern Pass Transmission LLC (Northern Pass) 1
submitted a bilateral, cost-based transmission service agreement (TSA) executed on
October 4, 2010 by Northern Pass and H.Q. Hydro Renewable Energy, Inc. (HQ Hydro)
for service over the proposed Northern Pass Transmission Line (NPT Line). Northern
Pass requested an effective date for the TSA of February 14, 2011. For the reasons
discussed below, we will accept the TSA for filing to be effective on February 14, 2011.
I.

Background
Declaratory Order

2.
In orders issued on May 22, 2009 and December 29, 2009, 2 the Commission
granted a petition for declaratory order in which Northeast Utilities and NSTAR sought
approval of the structure of a transaction involving the NPT Line that would include a
long-term, bilateral transmission service agreement. The Commission granted the
1

Northern Pass is a joint venture limited liability company formed by NU
Transmission Ventures, Inc., a wholly-owned subsidiary of Northeast Utilities Service
Co. (Northeast Utilities), and NSTAR Transmission Ventures, a wholly-owned subsidiary
of NSTAR Electric Co. (NSTAR).
2

Northeast Utilities Service Company and NSTAR Electric Company, 127 FERC
¶ 61,179 (May 22 Order), reh’g denied, 129 FERC ¶ 61,279 (2009) (December 29 Order)
(together, Declaratory Orders).
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petition subject to its further review (under section 205 of the Federal Power Act (FPA))
of the TSA, the Transmission Operating Agreement (TOA), and any other jurisdictional
rate schedules. 3 The May 22 Order explained that when the TSA is filed, the
Commission will evaluate whether the rates, terms, and conditions of the executed TSA
are just, reasonable and not unduly discriminatory or preferential. 4
3.
In the Declaratory Orders, the Commission found that allocating all of the
available capacity on the transmission line to HQUS absent an open season did not
contravene the open access requirements of Order Nos. 888 5 and 890. 6 We held that
providing for participant funding of a transmission facility with priority rights to use that
facility is consistent with long-standing open access policies and does not constitute
undue discrimination or preference. 7 The Commission further stated that any potential
3

While Northeast Utilities and NSTAR had filed the petition for declaratory order,
Northern Pass is the signatory to the TSA. Similarly, while the petition referred to H.Q.
Energy Services Inc. (HQUS), a U.S. subsidiary of Hydro-Québec, the other signatory to
the TSA is HQ Hydro, a newly formed U.S. subsidiary of Hydro-Québec and an affiliate
of HQUS.
4

May 22 Order, 122 FERC ¶ 61,179 at P 17.

5

Promoting Wholesale Competition Through Open Access Non-Discriminatory
Transmission Services by Public Utilities; Recovery of Stranded Costs by Public Utilities
and Transmitting Utilities, Order No. 888, FERC Stats. & Regs. ¶ 31,036 (1996), order
on reh’g, Order No. 888-A, FERC Stats. & Regs. ¶ 31,048, order on reh’g, Order
No. 888-B, 81 FERC ¶ 61,248 (1997), order on reh’g, Order No. 888-C, 82 FERC
¶ 61,046 (1998), aff’d in relevant part sub nom. Transmission Access Policy Study
Group v. FERC, 225 F.3d 667 (D.C. Cir. 2000), aff’d sub nom. New York v. FERC, 535
U.S. 1 (2002).
6

Preventing Undue Discrimination and Preference in Transmission Service,
Order No. 890, FERC Stats. & Regs. ¶ 31,241, order on reh’g, Order No. 890-A, FERC
Stats. & Regs. ¶ 31,261 (2007), order on reh'g, Order No. 890-B, 123 FERC ¶ 61,299
(2008), order on reh'g, Order No. 890-C, 126 FERC ¶ 61,228 (2009), order on reh’g,
Order No 890-D, 129 FERC ¶ 61,126 (2009).
7

On December 15, 2010, the same day Northern Pass made the instant filing of
the TSA, Northern Pass filed an informational report in Docket No. EL09-20-000
providing information to the Commission with respect to a possible open season for an
additional 200 MW of incremental capacity on the NPT Line. The report notes that, in an
August 18, 2009 letter to NU and NSTAR, ISO-New England (ISO-NE) notified them
(continued…)
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transmission customer has the right to request transmission service expansion from a
transmission owning utility and that the owner is obligated to make any necessary system
expansions and to offer service at the higher of an incremental cost or an embedded cost
rate to the transmission customer.
4.
The Commission also found that the transmission line project is not a merchant
transmission project, but rather is a participant-funded, cost-based transmission project
where the risk of the project has been shifted to HQUS, the customer, as opposed to a
merchant transmission project where the transmission developer assumes the risk. We
also found that the proposed use of bundled rates does not constitute a violation of the
functional unbundling requirement of Order Nos. 888 and 890 because the rates for
transmission service and power sales will be stated in separate rate schedules. We further
found that the possibility of affiliate abuse does not exist because HQUS, and its
subsidiaries are not affiliated with NU and NSTAR.
5.
The Commission accepted ISO-NE and NU/NSTAR’s statements that the project
will be thoroughly vetted through the ISO-NE stakeholder planning process and that the
project will undergo ISO-NE’s Transmission, Markets and Services Tariff (Services
Tariff) section I.3.9 reliability review process to ensure that it does not cause any adverse
effects to system reliability. 8 Finally, the Commission acknowledged the statements of
benefits by NU/NSTAR, including: additional low-cost hydro-electric power that should
help reduce greenhouse gas emissions and the dependence on fossil fuels, increased fuel
diversity, and reduced price volatility and lower locational marginal prices (LMP) in New
England.

that the maximum long-term, firm transfer capability for the NPT Line would be 1,200
MW. Based on ISO-NE’s findings, Northern Pass concludes in the report that it cannot
offer additional, long-term firm transmission service to third parties under rates, terms
and conditions comparable to those with HQ Hydro.
8

General Terms and Conditions, Section I.3.9 of the Services Tariff relates to
Proposed Plan Applications from market participants and transmission owners. Proposed
Plan Applications detail any new or materially changed plans for additions or changes to
any generation or demand response facilities. Within 60 to 90 days of receiving the
section I.3.9 Proposed Plan Applications, ISO-NE must respond in writing as to whether
the proposed plan will have significant adverse effects on reliability of the transmission
owner’s facilities, on another transmission owner’s facilities, or on the system of a
market participant. If ISO-NE finds that the Proposed Plan Applications will not have
adverse effects, the market participant or transmission owner may proceed.
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Filing
A.

Description of the Project

6.
The United States portion of the transmission interconnection that will link the
Hydro-Québec TransÉnergie (TransÉnergie) 9 system in Québec to the New England
transmission system, known as the NPT Line, has an estimated cost of $1.1 billion. The
NPT Line consists of (i) a 1,200 MW high voltage direct current (HVDC) transmission
line, approximately 140 miles in length, from the United States-Canada border to a
converter station to be constructed in Franklin, New Hampshire, and (ii) a radial 345 kV
alternating current (AC) transmission line, approximately 40 miles in length, between the
Franklin converter station and the Public Service Company of New Hampshire (PSNH)
Deerfield substation in Deerfield, New Hampshire. The NPT Line will interconnect at
the international border with a new transmission line (Québec Line) to be owned and
constructed in Québec by TransÉnergie. Construction is expected to commence in 2013
and the line is expected to be in-service in late 2015. 10
7.
Under the terms of the TSA at issue in this proceeding, Northern Pass will
develop, site, finance, construct, own and maintain the NPT Line. It will sell 1,200 MW
of firm transmission service over the NPT Line to HQ Hydro over a 40-year term. HQ
Hydro will be responsible for providing approximately $1.1 billion in initial construction
costs and return on such costs, necessary additional capital expenditures and return, and
other expenses associated with the line over the 40-year operating term of the TSA. HQ
Hydro plans to recover these costs through competitive sales of wholesale power in the
New England market. 11 Once the NPT Line becomes commercially operational,
Northern Pass will transfer operating control of the line to ISO-NE pursuant to a TOA to
be negotiated with ISO-NE.
8.
In its transmittal letter, Northern Pass requests Commission approval under a
number of alternative approaches under which the Commission would: (1) accept the
TSA in its entirety as a Mobile-Sierra contract; (2) accept the TSA as a cost-based
contract under the Commission’s precedent; (3) accept the TSA using Commission Order
9

TransÉnergie is the transmission division of Hydro-Québec.

10
11

Filing at 21.

HQ Hydro will apply for market-based rate authority. Id. at 4 n.5. HQ Hydro
also may enter into a power purchase agreement with PSNH, an affiliate of Northeast
Utilities, for a small portion of the power delivered over the NPT Line, subject to state
commission approval. Id. at 8 n.8.
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No. 679 to justify TSA provisions that could be characterized as transmission
“incentives;” or (4) accept the TSA because it qualifies for and would be granted
incentives pursuant to the Commission’s public policy standards under section 205 of the
FPA in light of the significant public benefits produced by the NPT Line.
B.

Formula Rate

9.
Northern Pass proposes to use a formula rate to calculate HQ Hydro’s payment for
transmission service over the NPT Line. Northern Pass states that the formula in the TSA
is a forward-looking formula rate that calculates costs on a prospective basis. Under the
formula the projected costs are trued-up to actual costs in order to permit Northern Pass
to recover the annual revenue requirement associated with the NPT Line and any AC
upgrade costs. Northern Pass states that the formula rate recovers a return on Northern
Pass’s investment in the NPT Line plus associated income taxes, depreciation expense,
operation and maintenance expenses, administrative and general expenses, municipal tax
expense, and other expenses associated with the NPT Line (including AC upgrade
costs). 12 Northern Pass explains that the formula allows it to project the revenue
requirement for each calendar year and charge the resulting rates in that calendar year.
Northern Pass claims that the formula rate in the TSA resembles formula rates that the
Commission has accepted previously and also reflects Commission-approved ratemaking
methodologies. Therefore, Northern Pass contends that the formula should be accepted.
C.

Requested Incentives
1.

10.

Return on Equity

Northern Pass requests an overall Return on Equity (ROE) of 12.56 percent.
a.

Prior to Commercial Operation

11.
Prior to commercial operation, Northern Pass requests an ROE of 12.56 percent,
consisting of a base ROE of 10.4 percent plus ROE adders of: (1) 50 basis points for
Regional Transmission Organization (RTO) membership; and (2) 164 basis points for
investment in new transmission. 13 Northern Pass states that the 12.56 percent ROE prior
to commercial operation is for purposes of accruing allowance for funds used during
construction (AFUDC).

12

Id. at 31.

13

Id. at 37 and App. F, Ex. No. NPT-603.
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After Commercial Operation

12.
Northern Pass requests, upon commercial operation, an ROE equal to the base
ROE under the ISO-NE Open-Access Transmission Tariff (OATT) (currently 11.14
percent) plus the lesser of an adder of 142 basis points (50 basis points for RTO
participation, plus 92 basis points for investment in new transmission) or an amount that
would not cause the total ROE to exceed the applicable zone of reasonableness. 14
2.

Termination Rights

13.
Northern Pass explains that, under section 3 of the TSA, the parties have the right
to terminate the TSA under certain circumstances subject to certain cost reimbursement
obligations. During the development phase, the construction phase, or following
commercial operation, Northern Pass states that HQ Hydro may terminate the TSA for
convenience. 15
14.
Northern Pass explains that other scenarios under which the parties may terminate
the TSA include the failure to obtain U.S. regulatory approvals for the NPT Line (section
3.3.5); failure to obtain the necessary Canadian regulatory approvals for the Québec Line
(section 3.3.4); or a material, uninsured loss occurrence during commercial operations
(section 3.3.9). 16
3.

Regulatory Asset

15.
Northern Pass states that it is seeking authorization to establish a regulatory asset
for certain costs that it has incurred and will continue to incur prior to the NPT Line’s
commercial operation date that do not meet the requirements to be included in
Construction Work In Progress (CWIP) (FERC Account No. 107). Northern Pass
maintains that, under the TSA, the parties have agreed that Northern Pass’s recovery of
such costs will be deferred until the project enters commercial operation and then will be
recovered from HQ Hydro through the formula rate.

14

Id. at 11, 41-42, and App. F, Ex. No. NPT-600 at 3.

15

Id. at App. A, Ex. No. NPT-100 at TSA §§ 3.3.2, 3.3.8, and 3.3.10.

16

Id. at 61.
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Notice of Filings and Responsive Pleadings

16.
Notice of Northern Pass’s December 15, 2010 filing was published in the Federal
Register, 75 Fed. Reg. 81,597 (2010), with interventions and protests due on or before
January 6, 2011. Notices of intervention and timely motions to intervene raising no
substantive issues were submitted by Bangor Hydro Electric Company, GenOn Parties,
TransCanada Power Marketing Ltd., National Grid USA, Brookfield Energy Marketing
LP, Massachusetts Attorney General, ISO-NE, New Hampshire Electric Cooperative,
NextEra Energy Resources, LLC, and the Massachusetts Department of Public Utility.
New England Power Generators Association Inc. (NEPGA) filed a timely motion to
intervene and protest. HQ Hydro filed a timely motion to intervene and comments.
Meriden Hill Property Owners (Meriden Hill) filed a timely motion to intervene, request
for hearing, and comments. The New Hampshire Public Utilities Commission and the
Maine Public Utilities Commission filed out-of-time motions to intervene, raising no
substantive issues. Northern Pass, HQ Hydro, and ISO-NE filed answers to the protest
and comments.
IV.

Discussion
A.

Procedural Matters

17.
Pursuant to Rule 214 of the Commission’s Rules of Practice and Procedure, 17 the
timely, unopposed motions to intervene and notices of intervention serve to make the
entities that filed them parties to this proceeding.
18.
Pursuant to Rule 214(d) of the Commission’s Rules of Practice and Procedure,
18 C.F.R. § 385.214(d) (2010), the Commission will grant all late-filed motions to
intervene given their interest in the proceeding, the early stage of the proceeding, and the
absence of undue prejudice or delay.
19.
Rule 213(a)(2) of the Commission’s Rules of Practice and Procedure, 18 C.F.R.
§ 385.213(a)(2) (2010), prohibits an answer to a protest, unless otherwise ordered by the
decisional authority. We will accept the answers submitted because they have assisted us
in our decision making process.
B.

Substantive Matters

20.
As described further below, the Commission accepts the TSA without
modification, including its provisions that reflect Northern Pass’s request for ratemaking
17

18 C.F.R. § 385.214 (2010).
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incentives pursuant to Order No. 679. The Commission also makes findings below
regarding issues raised in the protest and comments, including unused transmission
capacity on the NPT Line, the possible future rate treatment of the NPT Line by ISO-NE,
access to information regarding certain possible upgrades in the Greater Boston area,
environmental review concerns related to the NPT Line, and issues related to HydroQuébec.
21.
Because the Commission accepts the TSA without modification on the bases
described below, we need not and do not reach the merits of the alternative approaches
presented in Northern Pass’s filing, including whether the TSA constitutes what Northern
Pass characterizes as a “Mobile-Sierra contract.”
1.

Eligibility for Incentives: Section 219 Requirements

22.
In the Energy Policy Act of 2005, Congress added section 219 to the FPA, 18
directing the Commission to establish, by rule, incentive-based rate treatments to promote
capital investment in transmission infrastructure. The Commission subsequently issued
Order No. 679, which sets forth processes by which a public utility may seek
transmission rate incentives pursuant to section 219, including the incentives requested
here by Northern Pass. 19
23.
Order No. 679 provides that a public utility may file a petition for declaratory
order or a section 205 filing to obtain incentive rate treatment pursuant to section 219.
Through either procedural route, consistent with section 219, an applicant must show that
“the facilities for which it seeks incentives either ensure reliability or reduce the cost of
delivered power by reducing transmission congestion.” 20 Order No. 679 established a
rebuttable presumption that this standard is met if: (1) the transmission project results
from a fair and open regional planning process that considers and evaluates projects for
reliability and/or congestion and is found to be acceptable to the Commission; or (2) a
project has received construction approval from an appropriate state commission or state
siting authority. 21 Order No. 679-A clarifies the operation of this rebuttable presumption
18

Pub. L. No. 109-58, 119 Stat. 594, § 1241.

19

Promoting Transmission Investment through Pricing Reform, Order No. 679,
FERC Stats. & Regs. ¶ 31,222 (2006), order on reh’g, Order No. 679-A, FERC Stats.
& Regs. ¶ 31,236, order on reh’g, 119 FERC ¶ 61,062 (2007).
20

Order No. 679, FERC Stats. & Regs. ¶ 31,222 at P 76.

21

Id. P 58.
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by noting that the authorities and/or processes on which it is based (i.e., a regional
planning process, a state commission, or siting authority) must, in fact, consider whether
the project ensures reliability or reduces the cost of delivered power by reducing
congestion.22
a.

Proposal

24.
Northern Pass asserts that it is eligible for incentives under section 219, because
the NPT Line will: (1) reduce the price of delivered power by reducing transmission
congestion; (2) increase reliability by having another source of power on which to rely;
(3) reduce costs to wholesale load customers; 23 (4) help meet environmental requirements
for low carbon, renewable resources; and (5) provide enhanced access to hydro-electric
power.
25.
Northern Pass includes in its filing a study assessing the congestion reduction
benefits of the NPT Line. 24 According to Northern Pass, this study demonstrates that the
project will reduce congestion between Québec and ISO-NE, thus allowing economical
power to be imported into the ISO-NE system. The study states that its base-case
estimate of cost reduction to wholesale load customers will be $1.58/MWh in 2015 and
$2.30/MWh in 2024, resulting in an estimated total cost reduction of $206 million in
2015 and $327 million in 2024. According to the study, without the additional capacity
of the NPT Line, existing ties are expected to be fully utilized during 99.8 percent of peak
hours. The study claims that with the addition of the NPT Line, up to 7.7 TWh of energy
could be delivered to ISO-NE in 2015. This amount could increase to as much as
8.9 TWh by 2024 due to a planned expansion of hydro-electric generation. Finally, the
study asserts that the NPT Line would displace fossil-fueled generation and provide fuel
diversity benefits. 25

22

Order No. 679-A, FERC Stats. & Regs. ¶ 31,236 at P 49.

23

Northern Pass states that this cost savings is a result of displacing high-cost
fossil-fired generation.
24

Filing at App. G, Exhibit No. NPT-700 (providing a report by Charles River
Associates, Inc. regarding congestion reduction benefits of the NPT Line) (CRA Report).
25

Id. at 3.

Docket No. ER11-2377-000
b.

- 10 -

Commission Determination

26.
Northern Pass does not claim that it qualifies for the rebuttable presumption under
Order No. 679 with respect to ensuring reliability or reducing the cost of delivered power
by reducing congestion. Rather than relying on that rebuttable presumption, Northern
Pass submitted the above-noted study of congestion mitigation impacts of the NPT Line
and resulting price reductions in New England that quantifies the effect of adding the line
on LMP throughout the region. Based on our analysis of Northern Pass’s study, we find
that the NPT Line satisfies this section 219 requirement. Northern Pass’s study provides
a sufficient basis to conclude that the NPT Line will reduce congestion between Quebec
and New England and facilitate integration and delivery of low-cost hydro-electric
power. In addition, we find that with the addition of hydro-electric power to the base
case, the existence of the NPT Line will help mitigate overloads.
2.

The Nexus Requirement

27.
In addition to satisfying the section 219 requirement of ensuring reliability and/or
reducing the cost of delivered power by reducing congestion, an applicant must
demonstrate that there is a nexus between the incentive sought and the investment being
made. In Order No. 679-A, the Commission clarified that the nexus test is met when an
applicant demonstrates that the total package of incentives requested is “tailored to
address the demonstrable risks or challenges faced by the applicant.” 26 The Commission
noted that this nexus test is fact-specific and requires the Commission to review each
application on a case-by-case basis.
28.
As part of this evaluation, the Commission has found the question of whether a
project is routine to be particularly probative. 27 In Baltimore Gas and Electric Co., the
Commission clarified how it will evaluate projects to determine whether they are routine.
Specifically, the Commission will consider all relevant factors presented by an applicant.
For example, an applicant may present evidence on: (1) the scope of the project
(e.g., dollar investment, increase in transfer capability, involvement of multiple entities
or jurisdictions, size, effect on region); (2) the effect of the project (e.g., improving
reliability or reducing congestion costs); and (3) the challenges or risks faced by the
project (e.g., siting, internal competition for financing with other projects, long lead
26
27

Order No. 679-A, FERC Stats. & Regs. ¶ 31,236 at P 40.

Baltimore Gas and Electric Co., 120 FERC ¶ 61,084, at P 48, order granting
incentive proposal, 121 FERC ¶ 61,167 (2007), reh’g denied, 122 FERC ¶ 61,034, reh’g
denied, 123 FERC ¶ 61,262 (2008).
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times, regulatory and political risks, specific financing challenges, other impediments). 28
Additionally, the Commission clarified that “when an applicant has adequately
demonstrated that the project for which it requests an incentive is not routine, that
applicant has shown, for purposes of the nexus test, that the project faces risks and
challenges that merit an incentive.” 29
a.

Proposal

29.
Northern Pass states that there is a nexus between its requested incentives (an
ROE of 12.56 percent, the termination rights, and the establishment of a regulatory asset)
and the risks and challenges it faces in developing the NPT Line. Northern Pass also
states that the NPT Line is non-routine due to its scope, in terms of cost and size, and its
effects. In addition, Northern Pass states that the NPT Line faces siting, financial, and
technological risks and challenges. 30
30.
With respect to scope, Northern Pass maintains that the NPT Line is a large-scale
transmission project; is readily distinguishable from other transmission projects or
upgrades that are constructed in the ordinary course of a utility’s transmission service
obligation to provide safe, reliable service to its customers; and in dollar terms, is among
the largest transmission projects in New England. Northern Pass explains that the NPT
Line will be the largest transmission project constructed in New Hampshire since the
existing HVDC transmission tie was constructed in the 1980s. Northern Pass states that
the NPT Line will affect 31 cities and towns and will take six to seven years (counting
from the beginning of the development process in 2009) to design, plan, permit, and
build. 31
31.
Northern Pass also maintains that from an electrical perspective the NPT Line is
large by any standard. Northern Pass states that the construction of this project will
vastly expand the New England transmission system’s ability to transfer power from low
carbon, predominantly hydro-electric power to load, enhancing the performance and
reliability of the existing transmission system. 32 Further, Northern Pass states that the
28

Filing at 52-55.

29

Id. at 54.

30

Id. at 45-46 and App. G, Ex. No. NPT-700 at 1.

31

Id. at 50.

32

Id. at 51.
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NPT Line is significant in terms of both its scale and its costs because it will require
construction of approximately 180 miles of new extra high voltage transmission lines in
the United States (140 miles of new 300 kV HVDC transmission lines and 40 miles of
345 kV AC transmission lines) and may also require improvements to the existing AC
transmission system as a result of the I.3.9 process. 33
32.
With respect to the project’s effects, Northern Pass states that the NPT Line is
non-routine because it is not a typical reliability project. 34 Instead, the NPT Line is a
large-scale regional transmission project to enhance the capability of the New England
transmission system to advance regional and national energy policy by allowing for the
delivery of substantial quantities of hydro-electric power from Québec, Canada. 35
33.
Northern Pass states that the NPT Line will make available up to 1,200 MW of
previously unavailable power from Québec, thus lowering electricity prices in New
England, improving reliability, and promoting important environmental goals. 36
34.
With respect to risks and challenges that make the NPT Line a non-routine project,
Northern Pass identifies siting, financial, and technological risks and challenges.
Northern Pass states that the NPT Line faces a unique level of siting and permitting risks
because the construction of the NPT Line is subject to approval by federal 37 and state 38
authorities.

33

Id.

34

Id.

35

Id. at 52.

36

Id. at CRA Report at 1-2 and App. B, Exh. No. NPT-200 at 16-22.

37

Id. at 53-54. At the federal level, Northern Pass states it must obtain a
Presidential Permit and have an Environmental Impact Statement developed by the U.S.
Department of Energy (DOE). Northern Pass states that it may also need to obtain
permits or approvals from the U.S. Forest Service, the U.S. Fish and Wildlife Service, the
Army Corps of Engineers, and the Federal Aviation Administration.
38

Northern Pass states that the state siting process will consider numerous factors
for each project, including alternatives to each of the projects, such as route alternatives,
potential environmental and social issues, engineering design, and costs. In New
Hampshire, Northern Pass states it must obtain siting approval from the New Hampshire
(continued…)
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35.
Turning to financial risks and challenges, Northern Pass states that NU and
NSTAR’s respective shares of the project are a major investment for each company;
NU’s share is $820 million while NSTAR’s share of the NPT Line is $275 million. 39
According to Northern Pass, in recent years NU has been investing large amounts of
capital to upgrade its transmission system and will continue to do so in the coming
years. 40 Northern Pass states that within this overall program, there will be internal
competition for capital funding. 41
36.
Northern Pass also states that it bears a higher level of financial risk relative to a
typical transmission project developed and built under the ISO-NE regional planning
process because it is a “single-payer” contract, meaning that the success of the contract
depends upon the credit and cooperation of one customer. Northern Pass contends that
this dependence on one customer is unlike a typical transmission project under the New
England regional planning process, where NU and NSTAR would recover their costs
from a large class of customers. 42 Northern Pass states that, in this respect, if HQ Hydro
and its guarantor were to fail financially, Northern Pass would not have a single
committed customer for the NPT Line.43

Site Evaluation Committee, which is comprised of members of various state agencies
each of which must review the application.
39

Filing at 51.

40

For instance, Northern Pass states that for the period 2001 through 2009, NU
spent $2.8 billion in new transmission construction. For the period 2011 through 2015,
NU is expected to spend the same amount, including the NPT Line. Similarly, Northern
Pass states that NSTAR’s investment in the NPT Line represents part of an ambitious
transmission capital investment program through which it projects to almost double its
transmission rate base to approximately $1.6 billion within five years.
41

Northern Pass states that the large capital expenditures required for the NPT
Line will result in significant negative cash flows during the construction period due to
the fact that the TSA does not provide for inclusion of CWIP in rate base during the
construction period, which distinguishes this participant-funded project from most of the
other transmission projects that have received incentive rate treatment under Order
No. 679.
42

Filing at 55.

43

Id.
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37.
Further, Northern Pass states that under the TSA, HQ Hydro has multiple rights to
terminate the TSA and that the risk of customer termination is higher than would exist for
a typical transmission project constructed under the ISO-NE regional transmission plan. 44
Northern Pass maintains that while it would be entitled to reimbursement of costs
previously incurred upon early termination by HQ Hydro, HQ Hydro would not be
required to pay the net present value of the equity return Northern Pass would have
received during the remaining balance of the term (i.e., lost opportunity costs) unless HQ
Hydro terminates the TSA during the commercial operation phase for convenience. 45
Northern Pass also states that if there is a delay caused by Northern Pass in the
commercial operation date of the NPT Line, but the Québec Line is ready for start-up and
service, Northern Pass will cease to accrue AFUDC and carrying charges. 46 As a result
of these and other provisions, Northern Pass maintains that it is not fully protected
against all of its potential losses.
38.
Finally, Northern Pass maintains that the NPT Line presents certain risks and
challenges associated with the use of advanced technologies. Northern Pass states that
the complexity of the NPT Line requires special skill sets for planning, engineering,
design, operation, and maintenance of the project. Northern Pass states that the NPT
Line employs the following technologies: HVDC technology, optical ground wire, hightemperature conductors, aerial laser survey technology, IEC 61850 Communications
Protocols, as well as power electronics and related software. Northern Pass does not,
however, request a stand-alone incentive ROE adder based on its proposed use of
advanced technology. 47
b.

Commission Determination

39.
We find that Northern Pass has sufficiently demonstrated a nexus between the
considerable risks and challenges it is undertaking to develop and construct the NPT Line
and the incentives it has requested.
40.
We find that the NPT Line is not routine based on the project’s scope, effects, and
the risks and challenges it faces. The scope of the project is significant. The NPT Line is
a large-scale international project that involves a 140-mile HVDC transmission line and a
44

Id. at 56.

45

Id.

46

Id.

47

Id. at App. B, Ex. No NPT-200 at 16-17.
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40-mile 345 kV AC transmission line with combined costs estimated at approximately
$1.1 billion. 48 The effects of the NPT Line will include making available up to 1,200
MW of hydro-electric power previously unavailable from Quebec. 49 The NPT Line will
not only diversify New England’s power supply mix, but it will also allow more energy
imported from Quebec to be delivered during peak hours when marginal generation costs
and market-clearing prices are highest.
41.
We also find that Northern Pass faces significant risks and challenges in
developing the NPT Line. For example, due to the project being international, Northern
Pass must obtain a Presidential Permit from the DOE. Northern Pass must also obtain
several other special use permits and a certificate of site and facility from the New
Hampshire Site Evaluation Committee. Further, the project will affect 31 cities and
towns, require the expansion of some areas of existing rights-of-way, and require the
acquisition and development of approximately 50 miles of new rights-of-way. 50 Given
the size of the financial commitment required by Northern Pass to complete the project,
the NPT Line also presents significant financial risks and challenges.
42.
Because we have found that the NPT Line satisfies the requirements of section
219 and the nexus test, we discuss below Northern Pass’s request for specific incentives.
3.

Incentives
a.

Proposed ROE Including Incentive Adders

43.
Northern Pass requests an overall ROE of 12.56 percent. Northern Pass submitted
both a regional and national proxy group to assist the Commission in arriving at the
requested overall ROE. Northern Pass states that an incentive ROE in the upper end of
the zone of reasonableness is warranted, and that its requested overall ROE of 12.56
percent is 384 basis points below the upper end of the zone of reasonableness for both the
regional and national proxy groups. 51
44.
Northern Pass’s expert witness, Dr. Avera, asserts that because an incentive ROE
from the upper end of the reasonable DCF range is warranted, there is no need to apply
48

Id. at 50-51.

49

Id. at 52 and App. B, Ex No. NPT-200 at 16-17.

50

Id. at 52-54 and App. B, Ex. No. NPT-200 at 23-27.

51

Id. at 37.
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either the median or the midpoint in setting the ROE. 52 However, Northern Pass states
that if the Commission finds it necessary to evaluate the proposed ROE using a reference
point within the zone of reasonableness, it proposes a base ROE of 10.4 percent, which is
the median 53 of its proposed zone of reasonableness resulting from a national proxy
group. 54
45.
To arrive at its proposed base ROE, Northern Pass applied a discounted cash flow
analysis to a proxy group of transmission-owning utilities, which it states is consistent
with Commission methodology.55 Northern Pass states that it used a national proxy
group, 56 consistent with the approach approved in the PATH Rehearing Order where the
Commission found that “mere geographic proximity” is not the sole basis for inclusion
of companies in a proxy group. 57 Therefore, Northern Pass used a starting sample of
24 predominantly electric utilities. 58 In addition, Northern Pass states that it evaluated its
52

Id. at Ex. NPT-600 at 45-46.

53

Northern Pass’s request to use the median is contrary to Dr. Avera’s testimony,
which noted that he would not support or recommend sole reliance on the median to
evaluate the ROE for Northern Pass because the median values for the proxy groups of
electric utilities produced using the Commission’s methodology fall consistently below
other measures of central tendency, such as the midpoint. Id. at 36-37 and App. F, Ex.
No. NPT-600 at 47-51.
54

Id. at 37-38. Northern Pass asserts that a base ROE of 10.4 percent plus its
requested incentive ROE adders for RTO participation and new transmission, result in an
overall ROE of 12.56 percent that is within its proposed zone of reasonableness.
55

Id. at 34 (citing Atlantic Path 15, LLC, 133 FERC ¶ 61,153 (2010) (Atlantic
Path 15); Potomac-Appalachian Transmission Highline, L.L.C., 133 FERC ¶ 61,152
(2010) (PATH Rehearing Order)).
56

In addition to the national proxy group, Northern Pass submitted analytical
support for a regional proxy group, a ratings screen proxy group, and a non-utility proxy
group.
57

Filing at App. F, Ex. NPT-600 at 30.

58

Northern Pass’s proposed national proxy group includes: Ameren Corp.,
American Electric Power Co. Inc., Avista Corp., Black Hills Corp., CenterPoint Energy,
Cleco Corp., CMS Energy, DTE Energy Co., Edison International, Great Plains Energy,
Hawaiian Electric, IDACORP, Inc., Integrys Energy Group Inc., ITC Holdings Corp.,
Pepco Holdings Inc., PG&E Corp., Pinnacle West Capital, Portland General Electric,
(continued…)
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national proxy group through several risk measures, including Standard and Poor’s (S&P)
corporate credit rating. 59 Because Northern Pass is targeting a credit rating from S&P of
BBB, it eliminated utilities with credit ratings more than one rating notch above and
below BBB. 60
46.
Northern Pass explains that it included companies in its proxy group that: (1) are
currently paying dividends; (2) have an S&P corporate credit rating between BBB- and
BBB+; (3) have available Value Line data and IBES growth rate data; (4) have not been
recently involved in merger and acquisition activity; and (5) have sustainable growth
rates below 13.3 percent. 61 Northern Pass then excluded eight companies from the proxy
group because their low-end cost of equity was below or not sufficiently higher than the
expected yields on BBB utility bonds, averaging 5.8 percent over the six-month period
ending November 2010. 62 In addition, Northern Pass states that it excluded ITC
Holdings Corp. and Great Plains Energy because their high-end cost of equity estimates
are extreme outliers, consistent with the rationale adopted by the Commission in Bangor
Hydro. 63
47.
Having established a proposed proxy group and a median ROE of 10.4 percent,
Northern Pass requests that, during the construction period and for purposes of accruing
AFUDC, the Commission approve the following incentive ROE adders: (1) 50 basis
points for participation in a regional transmission organization; and (2) 164 basis points
for investment in new transmission facilities. Northern Pass requests that these ROE
adders, when added to its base ROE, produce an overall ROE of 12.56 percent. 64
PPL Corp., Progress Energy, TECO Energy, UIL Holdings, Westar Energy, and
Wisconsin Energy Corp. Id. at App. F, Ex. NPT-602 at 1.
59

Id. at App. F, Ex. NPT-600 at 30.

60

Id. at App. F, Ex. NPT-600 at 31.

61

Id. at App. F, Ex. NPT-600 at 30.

62

Id. at App. F, Ex. NPT-600 at 42-43.

63

Id. at App. F, Ex. NPT-600 at 44-45 (citing ISO New England Inc., et al., 109
FERC ¶ 61,147, at P 205 (2004)).
64

Because Northern Pass primarily emphasizes its proposed overall ROE of
12.56 percent, we will interpret its application to request the 166 basis point incentive
ROE adder needed to produce that overall ROE.
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48.
Northern Pass requests that, upon commercial operation, the Commission approve
the following incentive ROE adders: (1) 50 basis points for participation in a regional
transmission organization; and (2) 92 basis points for investment in new transmission
facilities. Northern Pass requests that these ROE adders, when added to the base ROE
under the ISO-NE OATT to which Northern Pass states it would be entitled (currently
11.14 percent), again produce an overall ROE of 12.56 percent. 65
b.

Protest

49.
No parties protested the proxy group make-up or the results of the discounted cash
flow analysis. However, NEPGA argues that, as a general matter for ISO-NE, the
Commission previously rejected a proposal by the Transmission Owners for 50 and
100 basis point adders for Local Network Service (LNS) facilities, but accepted the
50 and 100 basis point adders for Regional Network Service. NEPGA states that, at best,
Northern Pass’s facilities are radial facilities that comprise what equates to LNS facilities
because the radial facilities are not pool transmission facilities (PTF) under existing ISONE OATT provisions. 66
50.
NEPGA argues that if the Commission were to grant these incentives, it would
open the door for utilities to seek incentive rate treatment for any radial, non-network
transmission line. Therefore, NEPGA argues that the Commission should reject the
proposed incentive rate treatment. 67
c.

Answers

51.
In response to NEPGA’s opposition to incentive rate treatment for the NPT Line,
Northern Pass states that, contrary to NEPGA assertions, no Commission rule or order
would prevent a transmission owner from requesting incentive treatment for local, nonPTF facilities in New England. Northern Pass states that the NPT Line is one of the
largest transmission projects in New England and is not “routine” in the sense that the
Commission has used the term in connection with its implementation of Order No. 679.
Indeed, Northern Pass argues that the Commission has approved Order No. 679
incentives for projects that are similar to the NPT Line – i.e., long distance, high capacity

65

Id. at 6, 41-42.

66

NEPGA Protest at 8-9.

67

Id. at 9.

Docket No. ER11-2377-000

- 19 -

transmission lines providing load centers with access to low carbon generation
resources. 68
d.

Commission Determination

52.
The Commission finds that the 24 companies identified by Northern Pass are an
appropriate starting point for developing a proxy group that reflects comparable risks.
While geographic proximity may be a relevant factor in identifying companies with
comparable risks, it is not the sole basis for inclusion of companies in a proxy group. 69
The Commission also finds that the corporate credit rating screen that Northern Pass used
is consistent with Commission precedent. 70
53.
However, the Commission finds that Northern Pass improperly removed Edison
International, Great Plains Energy, Hawaiian Electric, and Integrys Energy Corp. from
the final proxy group due to their low end cost of equity being at or below 7.5 percent.
The Commission finds that a company should be eliminated from the final proxy group
only if its low end cost of equity is about 100 basis points above the cost of debt. 71 Thus,
the Commission will exclude from the proxy group those companies whose low-end ROE
is about 100 basis points above the cost of debt, taking into account the extent to which
the excluded low-end ROEs are outliers from the low-end ROEs of other proxy group
companies. 72 Here, not only are Edison International’s, Great Plains Energy’s, Hawaiian
Electric’s, and Integrys Energy Corp.’s low-end ROEs more than 100 basis points above
Moody’s BBB bond yield, but they also do not appear to be significant outliers from the
low-end ROEs of the other companies that remain in the proxy group, unlike the low-end
68

Northern Pass Answer at 9-10 (citing S. Cal. Edison Co., 121 FERC ¶ 61,168
(2007); Green Energy Express LLC, 129 FERC ¶ 61,165 (2009); Pac. Gas and Elec. Co.,
123 FERC ¶ 61,067 (2008)).
69

PATH Rehearing Order, 133 FERC ¶ 61,152 at P 60.

70

Potomac-Appalachian Transmission Highline, L.L.C., 122 FERC ¶ 61,188, at
P 95 (PATH). While Northern Pass has proposed Value Line’s Safety Rank and
Financial Strength Rating, the Commission finds the use of the corporate credit rating to
be sufficient.
71

Moody’s monthly yields on BBB utility bonds average 5.8 percent over the sixmonth period ending November 2010.
72

Pioneer Transmission LLC, 126 FERC ¶ 61,281, at 94 (2009), reh’g denied,
130 FERC ¶ 61,044 (2010).
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ROEs of the four companies we are excluding from the proxy group. 73 We agree with
Northern Pass that Ameren Corp., Black Hills Corp., Cleco Corp., and Pepco Holdings,
Inc should be excluded from the proxy group because their low-end ROEs are not
sufficiently above the cost of debt. 74 The Commission concludes that Northern Pass has
failed to show that the low-end ROEs of Edison International, Great Plains Energy,
Hawaiian Electric, and Integrys Energy Corp. are so low as to require the exclusion of
those companies from the proxy group. 75 As a result of adding these companies to the
proxy group, the low end ROE is reduced but the median remains unchanged.
54.
Accounting for these changes, we conclude that Northern Pass’s base ROE for
pre-commercial operation should be 10.4 percent, which is the median of the proxy group
adopted in this order. 76 We also find that, as Northern Pass requests, Northern Pass will
be entitled to the base ROE under the ISO-NE OATT (currently 11.14 percent) upon
commercial operation of the NPT Line and transfer of operational control of the line to
ISO-NE.
55.
We grant Northern Pass’s request for a 50 basis point incentive ROE adder to
reflect its participation in ISO-NE. Northern Pass’s request is consistent with past
incentives that the Commission has granted to reflect an applicant’s participation in an
RTO or ISO. 77
56.
Additionally, based on the unique nature of Northern Pass’s project and the unique
commercial arrangements facilitating its construction, we will also grant Northern Pass’s
request for a 166 basis point incentive ROE adder during pre-commercial operation to
arrive at an overall ROE of 12.56 percent. As discussed above, Northern Pass has shown
a nexus between the requested incentives and the risks and challenges of the NPT Line.
73

Edison International, Great Plains Energy and Integrys Energy Corp. have lowend ROEs of 7.1 percent while Hawaiian Electric has a low-end ROE of 7.5 percent.
74

Ameren Corp., Black Hills Corp., Cleco Corp., and Pepco Holdings, Inc.’s lowend ROEs are the following: 1.5 percent, 6.2 percent, 6.3 percent, and 6.5 percent,
respectively.
75

Great Plains Energy was eliminated from the final proxy group due to its high
end cost of equity being an extreme outlier.
76
77

See PATH Rehearing Order, 133 FERC ¶ 61,152 at P 65.

See, e.g., S. Cal. Edison Co., 133 FERC ¶ 61,107 (2010); S. Cal. Edison Co.,
133 FERC ¶ 61,108 (2010).
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For example, Northern Pass faces the difficult task of securing several permits (including
a Presidential Permit from DOE), certificates, and rights-of-way. The NPT Line also
presents significant financial risks and challenges. The Commission recognizes that this
project is a major undertaking by both NU and NSTAR. Specifically, the $1.1 billion
capital commitment will significantly add to both companies’ average transmission
project investment. 78 The 166 basis point adder will help Northern Pass attract capital
investment that will make it more likely that the project will be constructed.
57.
Northern Pass’s commitment to having none of the costs of the NPT Line or any
ISO-NE-required or HQ Hydro-requested upgrades associated with the TSA included
in any rates charged under the ISO-NE OATT to regional and local customers also
weighs in our decision to grant the ROE adder. 79 The TSA obligates HQ Hydro to pay
100 percent of the capital and operating costs of the NPT Line and of any upgrades under
the TSA. Therefore, no New England customers will be compelled to purchase HydroQuebec power delivered over the NPT Line at an above-market price. 80
58.
Upon commercial operation of the NPT Line, we will similarly grant Northern
Pass the requested 92 basis points incentive ROE to bring its overall ROE to 12.56
percent. We note that Northern Pass requested this reduction in its incentive ROE adder,
corresponding to an increase in its base ROE when it joins ISO-NE and receives the base
ROE under the ISO-NE OATT.
57.
We disagree with NEPGA’s position that the Commission should grant incentives
only for Regional Network Service facilities in ISO-NE. We consider each case on an
individual basis and are not persuaded by NEPGA’s protest that the requested incentive
ROE adders are not appropriate because the NPT Line is a radial facility. The proposed
project faces significant risks and challenges, as discussed above, and the Commission
finds that those factors support these requested incentives.
4.

Termination Rights
a.

Proposal

58.
Northern Pass states that the NPT Line faces numerous uncertainties, and the
parties have negotiated and agreed to certain termination rights and the parties’ cost
78

Filing at App. C, Ex. No. NPT-300 at 10-11.

79

Filing at 7-8.

80

Id. at 8-9.
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responsibilities should those termination provisions be exercised. Northern Pass states
that, under section 3 of the TSA, the parties have the right to terminate the TSA during
the development phase, the construction phase, or following commercial operation. In
addition, Northern Pass states that HQ Hydro may terminate the TSA for convenience.
Northern Pass states that, under the TSA, it will have the right to recover the costs it has
already incurred, including AFUDC, if the NPT Line were to be abandoned under the
circumstances set forth in the TSA. Northern Pass maintains, however, that it will lose
the right to recover a return on its anticipated equity investment in the project, a
substantial lost opportunity cost.
59.
Northern Pass requests that the TSA termination provisions be characterized as
eligible for the abandoned plant cost recovery incentive under Order No. 679. Northern
Pass contends that the Commission has recognized that “the recovery of abandonment
costs is an effective means of encouraging transmission development by reducing the risk
of non-recovery of costs.”
b.

Commission Determination

60.
We find that Northern Pass has demonstrated a nexus between the risks and
challenges of the project and the opportunity to recover costs as provided in the
termination rights provisions of the TSA. As we have emphasized in other
proceedings, 81 recovery of abandoned plant costs in appropriate circumstances is an
effective means to encourage transmission development by reducing the risk of nonrecovery of costs. Accordingly, we accept the termination rights provisions of the TSA
without modification.
5.

Regulatory Asset
a.

Proposal

61.
Northern Pass seeks authorization to establish a regulatory asset for certain costs
that it has incurred and will continue to incur prior to the NPT Line’s commercial
operation date that do not meet the requirements to be included in CWIP. Northern Pass
maintains that, under the TSA, the parties have agreed that Northern Pass’s recovery of
such costs will be deferred until the project enters commercial operation and then will be
recovered from HQ Hydro through the formula rate. Northern Pass explains that such
costs exclude TSA negotiation costs, but may include the costs of AC upgrades billed to
Northern Pass prior to the commercial operation date by third parties constructing such
81

See PPL Elec. Utils. Corp., 123 FERC ¶ 61,068, at P 47 (2008); S. Cal. Edison
Co., 121 FERC ¶ 61,168 at P 72.
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upgrades, and routine costs associated with Northern Pass during this period, such as
accounting, cash management, and other administrative costs. Northern Pass states that it
proposes to amortize this regulatory asset over a three-year period commencing on the
commercial operation date of the project. 82 Northern Pass asserts that the establishment
of this regulatory asset will allow it to recover those costs that are incurred prior to the
commercial operation date and is consistent with regulatory assets approved by the
Commission in other Order No. 679 proceedings. 83
62.
Northern Pass also seeks Commission authorization, to the extent necessary, to
record a regulatory asset for the expenses related to an asset retirement obligation (ARO)
created for the decommissioning of the NPT Line. Northern Pass explains that the TSA
provides for the recovery of the estimated costs to decommission the NPT Line over the
last five years of the 40-year term of the TSA. Northern Pass does not believe the
establishment of this regulatory asset is an incentive under Order No. 679. 84
b.

Commission Determination

63.
The Commission grants Northern Pass’s request for authorization to establish the
regulatory asset. Granting this incentive will allow Northern Pass to defer recovery of
pre-construction costs, as well as start-up and development costs, and recover them later.
The Commission finds the incentive is tailored to Northern Pass’s risks and challenges
because this incentive will provide it with added up-front regulatory certainty and can
reduce interest expense, improve coverage ratios, and facilitate the financing of the NPT
Line on reasonable terms. Granting this incentive encourages increased development of
transmission infrastructure, thereby fulfilling the goals of FPA section 219. 85
64.
Northern Pass must record the regulatory asset for pre-commercial costs in
Account 182.3, Other Regulatory Assets, and may only include amounts that otherwise
would be chargeable to expense in the period incurred, are not recoverable in current
rates, and are probable for recovery in rates in a different period. 86 Northern Pass may
82

Filing at 63.

83

See ITC Great Plains, 126 FERC ¶ 61,223, at P 74 (2009); Allegheny Energy,
Inc., 116 FERC ¶ 61,058, at P 99 (2006).
84

Filing at 11 n.11.

85

See, e.g., Green Power Express LP, 127 FERC ¶ 61,031, at P 61 (2009).

86

The term “probable” as used in the definition of regulatory assets, refers to that
which can reasonably be expected or believed on the basis of available evidence or logic
(continued…)
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also record a regulatory asset for the ARO expenses related to the decommissioning of
the NPT Line in Account 182.3. The instructions to Account 182.3 require that amounts
deferred in this account are to be charged to expense concurrent with the recovery of the
amounts in rates. If rate recovery of all or part of the costs deferred in Account 182.3 is
later disallowed, the disallowed amount shall be charged to Account 426.5, Other
Deductions, in the year of disallowance.
C.

Other Issues
1.

Unused Capacity
a.

Proposal

65.
The TSA states that Northern Pass will make available to HQ Hydro firm
transmission service on the NPT Line up to 1,200 MW, together with, on a non-firm
basis, any additional transmission service that is incidental to the design, engineering,
construction or operation of the NPT Line. In addition, if HQ Hydro determines that the
transmission capacity of the NPT Line exceeds HQ Hydro’s needs, the TSA states that
HQ Hydro will offer to sell such unused capacity in accordance with applicable law,
including Order No. 890. Any capacity on the NPT Line not scheduled by HQ Hydro by
the applicable scheduling deadline for the following day is to be made available for resale
to third parties through an OASIS site. The parties agree to jointly contract with
independent, non-affiliated third parties for use of an OASIS site. 87
b.

Protest and Comments

66.
NEPGA states that the TSA improperly interferes with future third-party
transmission rights in contravention to the Commission’s May 22 Order and longstanding policies under the FPA. In particular, NEPGA argues that the parties to the TSA
effectively claim a right to allow existing transmission capacity to lie fallow until HQ
Hydro needs to use it, 88 which, according to NEPGA, conflicts with Commission

but is neither certain nor proved. Revisions to Uniform Systems of Accounts to Account
for Allowances under the Clear Air Act Amendments of 1990 and Regulatory-Created
Assets and Liabilities and to Form Nos. 1, 1-F, 2, and 2-A, Order No. 552, 62 FERC
¶ 61,299 (1993) .
87

HQ Hydro Answer at 8.

88

NEPGA Protest at 5 (citing TSA §§ 7.1.3 and 10.1).
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precedent 89 and section 211 of the FPA. NEPGA asks the Commission to require
Northern Pass to file, within 60 days of the receipt of a request for interconnection or
transmission service, an OATT to provide for service to third parties. It further seeks
clarification that, in accordance with Aero Energy and the May 22 Order, HQ Hydro
cannot retain its firm transmission rights over the line if such transmission capacity goes
unused.
c.

Answers

67.
Northern Pass states in its answer that NEPGA misunderstands the provisions of
the TSA governing the resale of unused transmission capacity. Northern Pass clarifies
that under section 10.1, Northern Pass has the right to determine on a going-forward basis
if there is capacity available over the NPT Line that it does not need for its own use.
Section 10.2 requires that, if HQ Hydro does not schedule transactions using the full
transmission capacity of the NPT Line by the applicable ISO-NE scheduling deadline, the
unused transmission capacity must be released for resale to third parties for daily and
hourly transactions on the following day. Such unused capacity must then be posted on
an OASIS site for resale under section 10.3. Thus, section 10 of the TSA provides for the
mandatory posting and resale of unused transmission capacity over the NPT Line
whenever HQ Hydro has not scheduled transactions using its full capacity rights, which is
in compliance with the Commission’s directive in the May 22 Order that unused capacity
be made available to third parties pursuant to Order No. 890.
68.
Northern Pass and HQ Hydro both argue that Aero Energy is inapposite, as that
case involved unused firm transmission capacity, while here HQ Hydro has purchased the
entire 1,200 MW of firm capacity on the line and has not generically reserved capacity
for unknown future use or development. Accordingly, unlike Aero Energy, the only
potentially relevant resale issue in the instant case involves the resale obligation of the
purchaser, HQ Hydro, and not any obligation that Northern Pass would have to sell
transmission service on an open access basis. HQ Hydro clarifies that its rights as a firm
transmission customer under Order No. 890 to make business decisions as to when it may
have excess capacity is preserved, while at the same time the ability of third parties to
access capacity that is actually available and unused on any day or any hour is guaranteed
to be handled in a fair and independent manner under the TSA.90
69.
HQ Hydro responds that NEPGA has misread the manner in which the TSA deals
with unused capacity. It states that, under Order No. 890’s open access principles, there
89

See Aero Energy LLC, 116 FERC ¶ 61,149 (2006) (Aero Energy).

90

HQ Hydro Answer at 6.
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are no established standards by which a firm transmission customer must make the
capacity for which it holds a firm service agreement (and for which it is paying full tariff
amounts) available to other parties when it does not use all of its capacity. Moreover, it
notes that the TSA provides that any capacity that is unused by HQ Hydro during any
hour of any day during the term of the TSA will be offered automatically to third parties
by means of an OASIS posting, and the pricing of such capacity will be determined by
independent third parties.
d.

Commission Determination

70.
We find that the TSA does not improperly interfere with future third party
transmission rights. As discussed more fully below, HQ Hydro, as the entity participantfunding the project, is permitted to receive priority rights to use the facility. Furthermore,
we find that the TSA properly commits to make available any unused transmission
capacity.
71.
NEPGA’s first concern pertains to the availability to third parties of additional
capacity that is incidental to the design, engineering, construction or operation of the
NPT Line. Specifically, NEPGA protests section 7 of the TSA, in which HQ Hydro
retains the right of first refusal for any non-firm “incidental” capacity over the 1,200 MW
of contracted capacity. 91 As the Commission found in the May 22 Order, providing for
participant funding of a transmission facility and, in return, receiving priority rights to
use that facility is fully consistent with long-standing open access policies and does not
constitute undue preference or discrimination. 92 Therefore, we disagree that section 7 of
the TSA contravenes Commission policy. HQ Hydro, as the entity paying the costs of
the project, may retain priority rights over the transmission capacity of the line, including
the incidental capacity above the contracted capacity. These priority rights do not
constitute undue preference or discrimination.
72.
NEPGA further protests the TSA’s treatment of unused capacity in the event that
HQ Hydro’s 1,200 MW of capacity exceeds its needs. On this issue, NEPGA has
particular concern with section 10 of the TSA, which NEPGA argues will give HQ Hydro
sole discretion in determining whether to offer to resell available capacity over the line
91

Section 7.1.1 of the TSA states that Northern Pass will provide HQ Hydro
with non-firm transmission service for any “incidental” transmission capacity above
1,200 MW. Section 7.1.3 of the TSA states that Northern Pass has no other obligation to
provide transmission service other than to HQ Hydro for the contracted 1,200 MW of
firm capacity and the non-firm incidental capacity above 1,200 MW.
92

May 22 Order, 127 FERC ¶ 61,179 at P 27.
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that exceeds its needs. 93 We agree with NEPGA that any unused transmission capacity
must be made available pursuant to the requirements of Order No. 890 and the ISO-NE
OATT. However, we disagree with NEPGA’s interpretation of the TSA in this regard.
Section 10 of the TSA, as clarified in the answers of Northern Pass and HQ Hydro,
provides that, while HQ Hydro will retain the discretion to determine whether it has
unused capacity during the scheduling period, any capacity not scheduled by the
applicable scheduling deadline must be offered for resale to third parties through
OASIS. 94 Thus, while HQ Hydro can make the initial business decision with respect to
whether it should enter into bilateral agreements with third parties for capacity that it
does not plan to use in the future, any capacity that is actually unscheduled by HQ-Hydro
during any hour of any day during the term of the TSA will be offered automatically to
third parties by means of an OASIS posting. The TSA further requires Northern Pass and
HQ Hydro to contract with independent, non-affiliated third parties for use of an OASIS
site and to carry out capacity release functions for daily and hourly re-sales. 95 We find
that these provisions sufficiently ensure that all unused capacity will be made available
pursuant to the relevant open access requirements.
2.

Rate Treatment for the NPT Line
a.

Proposal

73.
Northern Pass states that in order to interconnect the proposed HVDC Line with
the bulk power system in New England in a reliable manner, it has determined (and HQ
Hydro has agreed) that it must construct an approximately 40-mile, 345 kV, radial AC
Line extending from the southern end of the HVDC Line to an existing PSNH substation.
74.
With respect to the AC Line, Northern Pass states that the parties to the TSA have
taken into consideration the possibility that ISO-NE may require certain modifications or
reinforcements to AC network transmission facilities in New England in order to satisfy
the requirements of Section I.3.9 of the ISO-NE Services Tariff. Northern Pass maintains
that this section requires ISO-NE to conduct an evaluation of the impacts of any new
93

See Filing at App. A, Ex. No. NPT-100 at TSA §10.1 (“If and to the extent
Purchaser determines from time to time, and in its sole discretion, that the transmission
capacity available over the NPT Line exceeds Purchaser’s needs, Purchaser shall then
offer to resell such unused capacity to third parties in accordance with Applicable
Law . . . ”).
94

Id. at TSA §10.3.

95

Id.
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transmission facility rated 69 kV or above on the stability, reliability or operating
characteristics of the network. On October 13, 2010, Northern Pass filed an application
with ISO-NE for review of the NPT Line under Section I.3.9. 96 Northern Pass contends
that, to the extent that ISO-NE determines that other AC upgrades are required, the TSA
provides that HQ Hydro will be responsible for the costs thereof through the formula rate.
b.

Protest and Comments

75.
NEPGA objects to Northern Pass’s and HQ Hydro’s proposal to treat the 40-mile
radial 345 kV line as a PTF by ISO-NE and potentially include it in rolled-in regional
rates. 97 NEPGA states that Northern Pass is a participant-funded, radial transmission
project and that neither the HVDC nor AC portion should be “considered an elective
network upgrade or a [PTF] and would therefore not fit under existing ISO-NE OATT
provisions.”
76.
NEPGA maintains that while the TSA provisions provide an opportunity for HQ
to request roll-in of a portion of the NPT Line costs into the pool-supported PTF, the
ISO-NE OATT, Schedule 12 B(2) and the ISO-NE tariff definition very clearly state that
this option does not exist. 98
77.
NEPGA asserts that TSA sections 8.6(b), (c), (e), and (f) are inconsistent with the
ISO-NE Services Tariff provisions applicable to all other Elective Upgrade investments.
According to NEPGA, the ISO-NE Services Tariff provides only one choice: Elective
Transmission Upgrade costs are never rolled into Pool-Supported PTF costs and are
allocated “to the entity or entities volunteering to make and pay for such Elective
96

December 29 Order, 129 FERC ¶ 61,279 at P 48 (citing May 22 Order, 127
FERC ¶ 61,179 at P 63).
97
98

See App. A, Ex. No. NPT-100 at TSA § 8.6(b).

ISO-NE OATT, Schedule 12 B(2) states in whole, “The cost for all Elective
Transmission Upgrades shall not be included in the Pool-Supported PTF costs
recoverable under this OATT, but shall be allocated solely to the entity or entities
volunteering to make and pay for such Elective Transmission Upgrades.” ISO-NE
Services Tariff, Section I, definitions at 63. Pool Supported PTF is defined as: (i) PTF
first placed in service prior to January 1, 2000; (ii) Generator Interconnection Related
Upgrades with respect to Category A and B projects (as defined in Schedule 11), but only
to the extent not paid for by the interconnecting Generator Owner; and (iii) other PTF
upgrades, but only to the extent the costs therefore are determined to be Pool Supported
PTF in accordance with Schedule 12.
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Transmission Upgrades.” In return, NEPGA maintains that the entity volunteering to
make such payments receive the financial transmission rights created by such upgrades.
NEPGA states that these sections of the TSA should be modified to be compliant with the
ISO-NE Services Tariff.
c.

Answers

78.
Northern Pass argues that NEPGA has misconstrued the TSA. Northern Pass
states that the customer, HQ Hydro, will pay for all of the costs related to the project. 99 It
maintains that, as a radial facility necessary to interconnect the HVDC facilities with the
regional network, the AC Line is part of the NPT Line and will be paid for by HQ Hydro
under the TSA. In addition, according to Northern Pass, HQ Hydro is responsible for the
cost of any AC upgrades that ISO-NE determines to be necessary to reliably interconnect
the NPT Line to the system pursuant to section I.3.9 of the ISO-NE Services Tariff. 100
79.
Northern Pass contends that the TSA has a 40-year term and that TSA section 8.6
simply contemplates possible future circumstances where the parties may wish to request
that ISO-NE include the AC Line in regional rates, if such an action would be appropriate
under the ISO-NE OATT, and consistent with the cost recovery treatment of other PTF
facilities in New England.
80.
Northern Pass asserts that section 8.6(b) is clear that including the AC Line in
regional rates can occur only if the AC Line becomes a network transmission facility that
is eligible to be categorized as PTF, and if ISO-NE then approves regional cost recovery
for the AC Line. If this change occurs, according to Northern Pass, then the TSA
provides that it may transfer ownership of the PTF portion of the AC Line to its affiliate,
PSNH. In connection with any such transfer of ownership to PSNH, Northern Pass states
it would enter into an agreement with PSNH under which Northern Pass would pay all of
PSNH’s costs and expenses associated with the transferred facilities and it would recover
these payments under the TSA formula rate; HQ Hydro would then be able to ask the
owner of the AC Line to submit a request to ISO-NE that the AC Line should be included
in regional rates.
81.
Northern Pass emphasizes that section 8.6 does not confer unilateral cost inclusion
rights on Northern Pass, PSNH, or HQ Hydro, acting individually or collectively, because
it recognizes that ISO-NE would make the ultimate determination on regional cost
allocation if future system upgrades create a circumstance where the AC Line becomes a
99

See December 29 Order, 129 FERC ¶ 61,279 at P 3.

100

Filing at 5, 7-8, 19-20.
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network facility providing a regional benefit. Northern Pass maintains that if ISO-NE
determined that roll-in would be appropriate, the AC Line would be treated like all other
network transmission facilities paid for by load, and HQ Hydro would no longer be
entitled to congestion revenues associated with deliveries over the applicable network
facilities. Northern Pass states that, at this time, whether ISO-NE will make a future
determination that roll-in of the AC Line’s costs would be appropriate, the circumstances
upon which such a determination would be made, or even whether NEPGA in the future
would object to such a future determination, are not known. However, according to HQ
Hydro, the TSA must contemplate changes that may occur over a 40-plus year period,
and it maintains that the purpose of this section from its standpoint is not to propose a
roll-in of costs, but to ensure that the its rights, relating to this line, are at all times
aligned with its cost responsibilities.
d.

Commission Determination

82.
We find that it is premature for parties to contest whether the cost of the AC Line
or any upgrade will be rolled into regional rates. At present, HQ Hydro is responsible for
all costs associated with the NPT Line, and there will be no impact on the rates for
transmission service under the ISO-NE OATT. To be rolled into regional rates, ISO-NE
must first determine that the cost of the line or any upgrades should receive regional rate
treatment. If ISO-NE makes this determination and parties object to rolling the costs of
the project into the regional rates, they can raise those concerns at that time. For these
reasons, we accept Northern Pass’s rate treatment for the NPT Line. Therefore, we reject
NEPGA’s protest on this issue.
3.

Access to Information on Possible Greater Boston Area
Upgrades

83.
NEPGA alleges that prior knowledge by NU and NSTAR of the preferred
Reliability Upgrades to address North Shore/Boston Massachusetts reliability needs,
including a new 345kV line from Scobie, New Hampshire to Tewksbury, Massachusetts,
together with related upgrades, may have improperly affected the TSA negotiations.
NEPGA states that this knowledge may have benefited the Northern Pass TSA
negotiations, as well as HQ Hydro’s willingness to pay a premium ROE under the TSA
and the valuation of such a premium.
84.
NEPGA requests that the Commission direct ISO-NE to provide an exceptionally
high level of scrutiny to any determinations that the Scobie-Tewksbury line and related
Reliability Upgrades are truly necessary, and that they represent the best, least-cost
solutions to local problems independent of Northern Pass. NEPGA asks the Commission
to allocate any regionally-socialized transmission costs requested by Northern Pass to the
benefiting transmission owner and not to the region as a whole.
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85.
Northern Pass answers that these arguments have no merit. Northern Pass states
that NU and NSTAR have not transferred non-public information regarding the ScobieTewksbury upgrades to HQ Hydro. Northern Pass also responds to NEPGA that the NPT
Line and the Scobie-Tewksbury upgrades are independent projects that are being
considered separately by ISO-NE.
86.
HQ Hydro answers that NEPGA’s claim has no merit, because the ScobieTewksbury line has been the subject of discussion multiple times since at least 2008 in
meetings open to all ISO-NE stakeholders. These meetings were held by the Planning
Advisory Committee of ISO-NE as part of its regional planning process. HQ Hydro
states that it participates in this process and received information at the same time as
other stakeholders.
87.
ISO-NE responds to NEPGA’s claim and states that the Reliability Upgrades were
developed in an open and transparent manner that included several presentations to the
Planning Advisory Committee and inclusion of the Reliability Upgrades in the ISO-NE
Regional System Plan. ISO-NE states that it has been studying the need for upgrades in
the Greater Boston area for years and has been working through the open and transparent
stakeholder process. Through this process, ISO-NE states that it has identified potential
transmission solutions, including the Scobie to Tewksbury upgrades. ISO-NE notes that
a discussion of the potential solutions, including the Scobie to Tewksbury upgrades, was
presented at the March 18, 2010 Planning Advisory Committee meeting attended by
numerous market participants, including many NEPGA members and other potential
developers. ISO-NE further states that the December 16, 2010 Planning Advisory
Committee presentation that NEPGA references in its protest as the first revelation of the
Scobie to Tewksbury project was actually an update from the March 18, 2010 Planning
Advisory Committee meeting, which showed the Scobie to Tewksbury option as the
“preliminary preferred” option for technical, feasibility, and cost reasons. ISO-NE states
that it expects to present a finalized solution addressing all the needs identified in the
Greater Boston Needs Assessment to the Planning Advisory Committee by the end of
2011.
88.
In response to NEPGA’s claim that the reliability need for the Scobie to
Tewskbury line is tied to the proposed NPT Line, ISO-NE provides that the Scobie to
Tewksbury line is designed to address specific reliability needs identified in the planning
process. The reliability needs identified in the Greater Boston Needs Assessment are in
response to violations of NERC, NPCC, and ISO-NE criteria and that these violations are
independent and completely separate from the NPT Line.
89.
The Commission denies NEPGA’s request to direct ISO-NE to provide an
exceptionally high level of scrutiny to any determinations for the Scobie-Tewksbury line
and to order any specific allocation of costs because NEPGA has failed to provide
enough information to warrant such a direction from the Commission. Northern Pass,
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HQ Hydro, and ISO-NE all provide factual support disputing the allegations made by
NEPGA. Further, HQ Hydro affirmatively states that it received information at the same
time as other stakeholders.
4.

Environmental Review

90.
Meriden Hill contends that the NPT Line will adversely affect its members’ use
and enjoyment of their properties, and that construction of the NPT Line would create
adverse environmental impacts. Meriden Hill asks the Commission to consider the
impact this project will have on the environment surrounding the project with the
understanding that environmental review is being conducted as part of the Presidential
Permitting process with the DOE.
91.
In its answer, Northern Pass argues that the Commission has consistently, and
properly, found that environmental issues are outside the scope of FPA section 205
proceedings. 101
92.
We agree with Northern Pass that the environmental issues raised by Meriden Hill
are outside the scope of our review of the TSA. 102 Therefore, the Commission declines
to consider the environmental concerns raised by Meriden Hill here.
5.

Issues Related to Hydro-Québec

93.
Meriden Hill requests that the Commission hold hearings and permit discovery
with respect to certain issues related to Hydro-Québec’s status as a foreign corporation,
including possible foreign control of eminent domain power, ability to set prices, and a
lack of jurisdiction by the Commission.
94.
HQ Hydro answers that Meriden Hill’s comments lack support, misunderstand or
mischaracterize the TSA, and misrepresent the issues properly before the Commission.
First, HQ Hydro states that it is a U.S. corporation established to market electric power
and related products in wholesale electric markets in the United States, and therefore it is
subject to the same jurisdiction as any other jurisdictional power marketers. Second, HQ
Hydro proposes to sell almost all of its power into the organized markets in ISO-NE.
Third, HQ Hydro states that it is the transmission customer under the proposed TSA, and
101
102

Northern Pass Answer at 16.

See, e.g., Monongahela Power Co., 39 FERC ¶ 61,350, at 62,096 (1987)
(noting that Congress has not granted the Commission authority to reject rate filings on
environmental grounds).
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is no different than any other long-term, firm transmission customer under the
Commission’s open access rules.
95.
Northern Pass answers that none of the concerns raised by Meriden Hill are
relevant to the justness and reasonableness of Northern Pass’s sale of transmission
services under the TSA. Northern Pass also states that the Commission has never
attempted to limit the ability of foreign entities to sell power competitively into the
United States, and the Presidential Permit process demonstrates that there is no executive
or legislative policy in opposition to such sales.
96.
We agree with both Northern Pass and HQ Hydro that the issues raised by
Meriden Hill lack merit and misunderstand the structure of the proposal, the
identification of the parties to the TSA, and the Commission’s jurisdiction over the
parties. For these reasons, we decline to set these issues for hearing.
The Commission orders:
The TSA is hereby accepted for filing, effective February 14, 2011, as discussed in
the body of this order.
By the Commission.
(SEAL)

Nathaniel J. Davis, Sr.,
Deputy Secretary.
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TRANSMISSION SERVICE AGREEMENT
This TRANSMISSION SERVICE AGREEMENT (this "Agreement"), dated as of
October 4, 2010 (the "Execution Date"), is made and entered into by and between Northern Pass
Transmission LLC, a limited liability company organized and existing under the laws of the
State of New Hampshire ("Owner"), and Hydro Renewable Energy Inc. (f/k/a H.Q. Hydro
Renewable Energy, Inc.), a corporation organized and existing under the laws of the State of
Delaware ("Purchaser"). Owner and Purchaser are hereinafter sometimes also referred to
individually as a "Party" or collectively as the "Parties."
W I T N E S S E T H:
WHEREAS, Purchaser is an indirect, wholly-owned subsidiary of Hydro-Québec
(as defined below);
WHEREAS, Purchaser anticipates that surplus power, which consists
predominantly of low-carbon and renewable hydroelectricity, will be available from the HydroQuébec System (as defined below) for export into the U.S.;
WHEREAS, on May 22, 2009, FERC (as defined below) issued a declaratory
order, as thereafter confirmed by FERC on December 29, 2009, approving the structure of a costbased, participant-funded transmission project to deliver power from the Province of Québec into
New England (as defined below), including a long-term bilateral transmission service agreement
with a cost-based rate ceiling, subject to FERC approval of such agreement under Section 205 of
the Federal Power Act (as defined below);
WHEREAS, in order to permit the delivery of power from the Hydro-Québec
System for sale into the U.S., Hydro-Québec TransÉnergie ("TransÉnergie"), a division of
Hydro-Québec, intends to develop, construct, own and maintain a 1,200 MW +/-300 kV highvoltage direct current ("HVDC") transmission line from the converter station at the Des Cantons
substation in the Province of Québec to the U.S. Border (as defined below) (as further delineated
in the diagram in Attachment A, the "Québec Line");
WHEREAS, Hydro-Québec Production ("HQP"), another division of HydroQuébec, intends to acquire from TransÉnergie firm transmission service over the Québec Line to
permit the delivery of at least 1,200 MW of power into the U.S.;
WHEREAS, Purchaser intends to acquire from HQP, or another Affiliate (as
defined below) of Purchaser, electrical capacity and the associated electrical energy at the U.S.
Border for resale into the U.S.;
WHEREAS, Owner is a single purpose, indirect, wholly-owned subsidiary of
Northeast Utilities (as defined below), created to develop, construct, own and maintain a 1,200
MW +/-300 kV HVDC transmission line extending from the U.S. Border to a direct current
("DC") to alternating current ("AC") converter station to be located near the Webster substation
in the City of Franklin in the State of New Hampshire (the transmission line and converter
station, as more fully described in Attachment A, the "HVDC Line");
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WHEREAS, in order to interconnect the HVDC Line with the bulk power
systems in New England, Owner intends to develop, construct, own and maintain a radial 345 kV
AC transmission line extending from the southern terminus of the HVDC Line to the Deerfield
substation in the State of New Hampshire (together with the Franklin substation at its northern
terminus and the associated equipment at its southern terminus, as more fully described in
Attachment A, the "AC Line," and together with the HVDC Line, the "Northern Pass
Transmission Line");
WHEREAS, ISO-NE (as defined below) may require, and Purchaser may desire,
certain AC Upgrades (as defined below) to be developed, constructed, owned and maintained by
certain transmission owners other than Owner (which may include Affiliates of Northeast
Utilities) within their existing service territories in New England in order to interconnect the
Northern Pass Transmission Line with the New England Transmission System (as defined below)
in a safe and reliable manner, and Purchaser may desire the construction of certain Additional
AC Upgrades (as defined below);
WHEREAS, Owner desires to sell to Purchaser Firm Transmission Service (as
defined below) and Additional Transmission Service (as defined below), and Purchaser desires
to acquire from Owner Firm Transmission Service and Additional Transmission Service, at the
rates and on the terms and conditions hereinafter set forth.
NOW, THEREFORE, in consideration of the foregoing and the respective
representations, warranties, covenants, agreements and conditions set forth herein, and for other
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
and intending to be legally bound hereby, the Parties hereby agree as follows:
ARTICLE 1
DEFINITIONS AND RULES OF INTERPRETATION
Section 1.1. Definitions. As used herein, the following terms shall have the
following respective meanings:
"AC" has the meaning provided in the recitals to this Agreement.
"AC Line" has the meaning provided in the recitals to this Agreement.
"AC Line Agreement" has the meaning provided in Section 8.6(c).
"AC Line Owner" has the meaning provided in Section 8.6(f).
"AC Upgrade Approvals" means, collectively, any Governmental Approvals or
Third Party Consents, in each case, that are required to commence construction of the AC
Upgrades.
"AC Upgrade Costs" has the meaning provided in Section 8.5(c).
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"AC Upgrade Owners" means, collectively, any Person responsible for
constructing one or more AC Upgrades pursuant to a Facilities Agreement.
"AC Upgrades" means, collectively, (a) any additions, upgrades, reinforcements
or other modifications to the New England Transmission System that ISO-NE determines
pursuant to Section I.3.9 of the ISO-NE Tariff to be required, at a minimum, to interconnect the
Northern Pass Transmission Line at the Delivery Point with the New England Transmission
System and (b) any such other additions, upgrades, reinforcements or modifications that are (i)
identified as part of the transmission project interconnection review by ISO-NE of the Northern
Pass Transmission Line in connection with the Section I.3.9 process that Purchaser desires to be
constructed and (ii) described in a written notice given by Purchaser to Owner within sixty (60)
days after the issuance by ISO-NE of the final Section I.3.9 report. The facilities designated as
AC Upgrades may be subject to change in accordance with Section 8.6(g)(iii).
"Additional AC Upgrades" means, collectively, any additions, upgrades,
reinforcements or other modifications to the New England Transmission System identified in the
Forward Capacity Market qualification process for the sale of 1,200 MW of electrical capacity
over the Northern Pass Transmission Line that Purchaser desires to be constructed; provided that
Purchaser has notified Owner in writing of such intent within ten (10) Business Days after the
date on which a capacity sale for 1,200 MW over the Northern Pass Transmission Line is first
cleared in the Forward Capacity Market.
"Additional Financing" means any revolving credit loan or any other financing or
indebtedness of any nature for which Owner is liable (other than the Term Financing) (a) that is
incurred by Owner to finance or refinance any direct or indirect costs and expenses in connection
with the Northern Pass Transmission Line (i) before the Distribution Date (A) under a short-term
borrowing arrangement between Owner and one or more of its Affiliates pursuant to the terms of
the Northeast Utilities System Money Pool, as filed with FERC, as such terms may be amended
from time to time, or (B) at an interest rate not to exceed the lesser of (1) Northeast Utilities’
actual cost of borrowing and (2) LIBOR plus two hundred twenty-five (225) basis points, or (ii)
after the Commercial Operation Date and (b) the costs for which are recoverable under the
Formula Rate in accordance with Article 8. Additional Financing, together with contributions to
the equity capital of Owner, shall fund such costs and expenses in a manner consistent with
Owner’s obligations under Section 5.6 and Section 8.3(a).
Financing.

"Additional Lender" means any Person that commits to provide Additional
"Additional Transmission Service" has the meaning provided in Section 7.1.2.

"Affiliate" means, with respect to a specified Person, any other Person that
directly or indirectly Controls, is Controlled by or is under common Control with the specified
Person; provided, however, that, with respect to Purchaser, a Person shall not be an "Affiliate" of
Purchaser unless such Person is Hydro-Québec (including, for the avoidance of doubt, a division
of Hydro-Québec) or Controlled by Hydro-Québec.
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"AFUDC" means Owner’s allowance for funds used during construction of the
Northern Pass Transmission Line, as calculated in accordance with FERC’s Uniform System of
Accounts.
"Agreement" has the meaning provided in the preamble to this Agreement.
"Alternate Manager" has the meaning provided in Section 13.2(a).
"Ancillary Services" means Ancillary Services, as defined in the ISO-NE Tariff.
"Annual Plan and Operating Budget" means an annual statement that sets forth in
reasonable detail the projected Revenue Requirement for the applicable period, including interest
expenses, Taxes and all other costs or expenses that are (a) projected to be incurred during the
applicable period in connection with the Northern Pass Transmission Line and (b) recoverable
under the Formula Rate in accordance with Article 8. Without limiting the generality of the
foregoing, the Annual Plan and Operating Budget shall include the Maintenance Plan and the
Capital Plan.
"Applicable Law" means any duly promulgated federal, national, state, provincial
or local law, regulation, rule, ordinance, code, decree, judgment, directive or judicial or
administrative order, permit or other duly authorized and valid action of any Governmental
Authority, including any binding interpretation of any of the foregoing by any Governmental
Authority, which is applicable to a Person, its property or a transaction.
"Approval Deadline" means February 14, 2017, or such other date to which the
Parties shall mutually agree in writing.
"Authorized Representatives" has the meaning provided in Section 13.2(a).
"Average Availability" has the meaning provided in Section 16.4(c).
"Base ROE" means the ROE of the New England transmission owners accepted
or approved by FERC for Regional Transmission Service, excluding any incentive or other
adders approved by FERC.
seq.

"Bankruptcy Code" means the United States Bankruptcy Code, 11 U.S.C. § 101 et
"Budgeted Amount" has the meaning provided in Section 17.1.1(d)(iii).

"Business Day" means any day except Saturday, Sunday or any other day on
which the Federal Reserve member banks are required or authorized to close for business.
"Canadian Approvals" means, collectively, those Governmental Approvals and
Third Party Consents, in each case, that are required to commence construction of the Québec
Line in a manner consistent with Attachment A, other than the Operational Approvals, all as set
forth in Attachment D.
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"Canadian Regulatory Event" means a determination by Purchaser, including a
reasonable basis for such determination, that (a) one or more Canadian Approvals (i) is
reasonably unlikely to be obtained by the Approval Deadline despite the use of commercially
reasonable efforts by Purchaser and its Affiliates or (ii) contains or is reasonably likely to contain
modifications or conditions that are reasonably unacceptable to Purchaser or its Affiliates or (b)
the continuation by Purchaser or one or more of its Affiliates of the regulatory or other processes
required to obtain one or more Canadian Approvals would be reasonably likely to have a
material adverse effect on the business, operations or financial condition of Purchaser or one or
more of its Affiliates.
"Capital Plan" means an annual plan for the capital expenditures to maintain the
Northern Pass Transmission Line in accordance with Good Utility Practice in order to provide
Firm Transmission Service, which plan shall include a description of the scope and nature of the
Planned CapEx, the planned outages and overhauls of the Northern Pass Transmission Line
associated therewith, and a budget itemized on a monthly basis for the same, which budget shall
include all Planned CapEx Costs projected to be incurred with respect to the foregoing activities.
"Capital Structure" means the ratio of (a) the total amount of Owner’s debt
divided by Owner’s total capitalization to (b) the total amount of Owner’s equity capital divided
by Owner’s total capitalization, as such amounts are determined from time to time in accordance
with FERC’s Uniform System of Accounts.
17.1.1(a)(i).

"Capped Guaranteed Obligations" has the meaning provided in Section
"Carrying Charges" has the meaning provided in Section 8.1.2(e)(iii).
"COD Notice" has the meaning provided in Section 4.1(c).

"Commercial Operation" means the availability of the Northern Pass
Transmission Line for the provision of Firm Transmission Service in accordance with this
Agreement.
"Commercial Operation Date" has the meaning provided in Section 4.1(c).
"Commissioning" means (a) with respect to Northern Pass Transmission Line, the
start-up and testing activities required to demonstrate that the Northern Pass Transmission Line
is ready for Commercial Operation and (b) with respect to the Québec Line, the start-up and
testing activities required to demonstrate that the Québec Line is ready for commercial operation,
consistent with Section 4.2(f).
"Confidential Information" means (a) any documents, analyses, compilations,
studies, or other materials prepared by or information received from a Party or its representatives
that contain or reflect written or oral data or information that is privileged, confidential, or
proprietary and that is marked or otherwise clearly identified as "confidential" or "proprietary" or
with words of like meaning, or (b) any subsequently prepared documents, analyses, compilations,
studies, or other materials or information that are derived from any of the documents, analyses,
compilations, studies, or other materials or information described in the foregoing clause (a).
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Without limiting the generality of the foregoing, all information provided to Purchaser or Owner
or their respective Managers under Section 2.3(a)(iii), Section 5.1.2(e)(iii), Section 5.2.1(a),
Section 5.2.2(a), Section 5.2.3(a), Section 5.2.4(b), Section 6.3(a), Section 6.3(b)(iv), Section
6.4(a), Section 6.6(a), Section 9.3.2(a), Section 14.2(b), Section 17.1.1(f) and Section 18.1(a)
shall be deemed to be Confidential Information, whether or not such information is marked as
"confidential" or "proprietary."
"Consent" means, with respect to a Person, any approval, consent, permit, license,
decree, certificate or other authorization of or from such Person.
"Construction Authorizations" means, collectively, those Governmental
Approvals and Third Party Consents, in each case, that are required to commence construction of
the Northern Pass Transmission Line, other than the Operational Approvals.
"Construction Budget and Schedule" has the meaning provided in Section 5.2.2(a).
"Construction Contract" means any contract entered into by Owner that provides
for the engineering, procurement or construction of the Northern Pass Transmission Line.
"Construction Costs" means, collectively, all direct and indirect costs that are (a)
incurred by Owner in connection with the Northern Pass Transmission Line before the
Commercial Operation Date and recorded in FERC Account No. 107 – Construction Work in
Progress (including costs incurred before the Effective Date that are included in such account,
but excluding costs associated with the drafting and negotiation of this Agreement) and (b)
recoverable under the Formula Rate in accordance with Article 8.
"Construction Loan Agreement" means an agreement by and between Owner, as
borrower thereunder, and Hydro-Québec Lender, pursuant to which Hydro-Québec Lender shall
finance a portion of the Project Costs with loans to Owner on a senior secured basis. Loans
under the Construction Loan Agreement, together with contributions to the equity capital of
Owner, shall fund all Project Costs in a manner consistent with Owner’s obligations under
Section 5.6 and Section 8.3(a).
"Construction Phase" means the period commencing on February 28, 2015, or
such other date to which the Parties shall mutually agree in writing, and ending on the day
immediately preceding the Commercial Operation Date or upon the earlier termination of this
Agreement pursuant to its terms (regardless of whether or not any such day is a Business Day).
"Construction Progress Report" has the meaning provided in Section 5.2.4(b).
"Contract Capacity" means (a) 1,200 MW or (b) such lesser amount as may be
established by the Commissioning of the Northern Pass Transmission Line, in each case, as
measured at the Delivery Point.
"Contract Year" means each calendar year during the Term, except that (a) the
first Contract Year shall commence on the Commercial Operation Date and terminate on the
following December 31st and (b) the final Contract Year shall terminate at the end of the Term.
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"Control" (including its correlative meanings "Controlled by" and "under
common Control with") means, with respect to a Person, the possession, directly or indirectly, of
the power to direct or cause the direction of the management or policies of the specified Person,
whether through ownership of voting securities or partnership or other ownership interests, by
contract or Applicable Law or otherwise.
"Contractor" means Hydro-Québec Contractor or any other Person that agrees to
provide engineering, procurement or construction services with respect to the Northern Pass
Transmission Line pursuant to a Construction Contract.
"Cost-of-Service Estimate" means a non-binding statement that sets forth in
reasonable detail a good faith estimate of the Revenue Requirement for the first full year during
the Operation Phase calculated in accordance with the Formula Rate and applicable FERC rules
and regulations.
"Critical Energy Infrastructure Information" means any information defined as
Critical Energy Infrastructure Information by FERC pursuant to 18 C.F.R. § 388.113, and shall
include all Critical Infrastructure Protection (CIP) standards (CIP-002 through CIP-009)
established by NERC.
"DC" has the meaning provided in the recitals to this Agreement.
"Decommissioning" means the performance of the work required to (a) retire the
Northern Pass Transmission Line and dismantle the materials, equipment and structures
comprising the Northern Pass Transmission Line and (b) restore and rehabilitate any land
affected by the construction or dismantlement of the Northern Pass Transmission Line, in each
case, as required by Applicable Law.
"Decommissioning Costs" means, collectively, any costs and expenses that are
incurred by Owner to Decommission the Northern Pass Transmission Line in accordance with
this Agreement.
"Decommissioning Estimate" has the meaning provided in Section 9.3.3(c).
"Decommissioning Fund" has the meaning provided in Section 9.3.3(b).
"Decommissioning Liquidated Damages" has the meaning provided in the
Purchaser Guaranty.
"Decommissioning Payment Date" has the meaning provided in Section 9.3.3(c).
"Decommissioning Payment Formula " means the following formula:

Where:
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c is the reasonably expected monthly rate of return on amounts deposited
into the Decommissioning Fund (expressed as a percentage).
"Decommissioning Payment Period" has the meaning provided in Section 9.3.3(a).
"Decommissioning Plan" has the meaning provided in Section 9.3.2(a).
"Delivery Point" means the southern terminus of the Northern Pass Transmission
Line at the Deerfield substation in the State of New Hampshire, as illustrated in Attachment A.
This definition may be subject to change in accordance with Section 8.6(g)(i).
"Design Capability" means the maximum amount of electric power that the
materials, equipment and structures comprising the HVDC Transmission Project will be
designed to transfer bidirectionally in a safe and reliable manner, which amount shall be
sufficient to permit the north-to-south delivery of not less than 1,200 MW of electrical energy at
the Delivery Point.
"Design Materials" means, collectively, any engineering or technical study,
project design, report, analysis, compilation, regulatory filing or other similar data or document
prepared by Owner, any Affiliate of Owner or any third-party contractor in connection with the
Northern Pass Transmission Line, other than any privileged communications or proprietary
intellectual property rights.
"Determined Cap" means the amount determined in accordance with Section
17.1.1 from time to time.
"Development Phase" means the period commencing on January 1, 2009 and
ending on the day immediately preceding the commencement of the Construction Phase or upon
the earlier termination of this Agreement pursuant to its terms (regardless of whether or not any
such day is a Business Day).
"Dispute" means any dispute, controversy or claim of any kind whatsoever arising
out of or relating to this Agreement, including the interpretation of the terms hereof or any
Applicable Law that affects this Agreement, or the transactions contemplated hereunder, or the
breach, termination or validity thereof.
"Dispute Notice" has the meaning provided in Section 18.1(a).
"Distribution Date" means the date on which funds are initially distributed by
Hydro-Québec Lender under the Construction Loan Agreement.
"Effective Date" has the meaning provided in Section 3.1.
"EPC Costs" means, collectively, any costs and expenses for which Owner is
liable pursuant to any Construction Contract, other than costs and expenses for which Purchaser
shall have agreed in writing to reimburse to Owner in the event this Agreement is terminated
under Section 3.3.3. For the avoidance of doubt, "EPC Costs" shall include any penalties,
damages, fees or other amounts that Owner is required to pay as a result of the termination of
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any Construction Contract, other than penalties, damages, fees or other amounts for which
Purchaser shall have agreed in writing to reimburse to Owner in the event this Agreement is
terminated under Section 3.3.3.
"Estimated Wind-Down Costs" means the aggregate amounts described in clause
(c) of the definition of "Owner’s Costs" that reasonably would be expected to be incurred by
Owner upon an early termination of this Agreement, subject to the exclusions to such definition.
"Excluded Claims" means any (a) claims of any Affiliate of Purchaser arising
under the TransÉnergie OATT, (b) claims of any Persons residing in, or arising from events in,
the Province of Québec (other than claims of any Persons residing in the Province of Québec that
arise out of physical injuries suffered in the U.S.) and (c) claims arising out of a contract between
Purchaser and any third party.
"Excused Outages" has the meaning provided in Section 7.3(a).
"Execution Date" has the meaning provided in the preamble to this Agreement.
"Existing Guaranty" has the meaning provided in Section 17.1.1(e).
"Expert Arbitration" has the meaning provided in Section 18.3.1(b).
"Expert Arbitrator" means a natural person who (a) is neutral and impartial, (b)
has knowledge and expertise in the electric power industry, (c) has not had any commercial
relationship with any Party or an Affiliate of a Party (whether as an employee, contractor or
otherwise) for at least five (5) years before being appointed an arbitrator hereunder and (d) is
fluent in the English language. A natural person shall not qualify as an "Expert Arbitrator" if his
or her spouse, children, parents or siblings (x) has a financial interest in the outcome of any
Dispute or (y) does not satisfy the criteria described in the foregoing clause (c).
"Expert Arbitrator Candidates" has the meaning provided in Section 18.3.1(a).
"Export Authorizations" means one or more Export Authorizations issued by the
U.S. Department of Energy as required for the exportation of electric power into Canada.
"Extended Outage" has the meaning provided in Section 16.4(a).
"Extraordinary CapEx" means, collectively, any capital improvements and
projected upgrades, replacements and repairs to the Northern Pass Transmission Line that are (a)
required to maintain the Northern Pass Transmission Line in accordance with Good Utility
Practice in order to provide Firm Transmission Service and (b) not set forth in the Capital Plan
for the applicable period.
"Extraordinary CapEx Costs" means, collectively, all direct and indirect costs and
expenses that are (a) incurred by Owner in connection with Extraordinary CapEx and (b)
recoverable under the Formula Rate in accordance with Article 8.
"Extraordinary CapEx Plan" has the meaning provided in Section 6.6(a).

1268726.06-WASSR01A - MSW

9

EXECUTION COPY

"Facilities Agreement" has the meaning provided in Section 8.5(a).
"Federal Power Act" means the United States Federal Power Act of 1935, as
amended, 16 U.S.C. § 791a et seq.
"FERC" means the Federal Energy Regulatory Commission, or any successor
regulatory agency that administers the Federal Power Act.
"FERC Amendment" has the meaning provided in Section 2.2(b)(i).
"FERC Authorization" means, collectively, any FERC order authorizing Owner to
provide Firm Transmission Service and Additional Transmission Service, including the FERC
Order and any authorization from FERC with respect to the Transmission Operating Agreement,
Interconnection Agreements or Facilities Agreements.
"FERC Order" has the meaning provided in Section 2.2(a)(i).
"FERC’s Uniform System of Accounts" means 18 C.F.R. Part 101 (2009).
"Financial Transmission Rights" means Financial Transmission Rights, as defined
in the ISO-NE Tariff.
"Financing Parties" means, collectively, Hydro-Québec Lender, the Term Loan
Lender and any Additional Lender.
"Firm Transmission Service" has the meaning provided in Section 7.1.1.
"Force Majeure" has the meaning provided in Section 16.1(a).
"Formula Rate" means the formula set forth in Attachment B, which formula shall
be used to calculate the Transmission Service Payments in accordance with the provisions hereof.
"Good Utility Practice" means those design, construction, operation, maintenance,
repair, removal and disposal practices, methods, and acts that are engaged in by a significant
portion of the electric transmission industry in the United States during the relevant time period,
or any other practices, methods or acts that, in the exercise of reasonable judgment in light of the
facts known at the time a decision is made, could have been expected to accomplish a desired
result at a reasonable cost consistent with good business practices, reliability, safety and
expedition. Good Utility Practice is not intended to be the optimum practice, method, or act to
the exclusion of others, but rather to be a spectrum of acceptable practices, methods, or acts
generally accepted in such electric transmission industry for the design, construction, operation,
maintenance, repair, removal and disposal of electric transmission facilities in the United States.
Good Utility Practice shall not be determined after the fact in light of the results achieved by the
practices, methods, or acts undertaken but rather shall be determined based upon the consistency
of (a) the practices, methods, or acts when undertaken with (b) the standard set forth in the first
two (2) sentences of this definition at such time.

1268726.06-WASSR01A - MSW

10

EXECUTION COPY

"Governmental Approval" means (a) any authorization, consent, approval, license,
lease, ruling, permit, tariff, rate, certification, waiver, exemption, filing, variance, claim, order,
judgment, or decree of, by or with, (b) any required notice to, (c) any declaration of or with, or (d)
any registration by or with, any Governmental Authority, including any FERC Authorization.
"Governmental Authority" means any government or agency or other political
subdivision thereof, including any province, state or municipality, or any other governmental,
quasi-governmental, judicial, executive, legislative, administrative, regulatory, public or
statutory instrumentality, authority, body, agency, commission, department, board, bureau or
entity exercising judicial, executive, legislative, administrative or regulatory functions, any court
or arbitrator with authority to bind a party at law, and shall include, to the extent exercising
powers delegated by any Governmental Authority acting under Applicable Law, NERC and ISONE.
"Hourly Availability" means, with respect to any hour, the availability of the
Northern Pass Transmission Line, which shall equal the (a) the Total Transfer Capability for
such hour, divided by (b) the Contract Capacity, expressed as a percentage; provided, however,
that, for any hour, the availability of the Northern Pass Transmission Line shall not exceed one
hundred percent (100%).
"HQP" has the meaning provided in the recitals to this Agreement.
"HVDC" has the meaning provided in the recitals to this Agreement.
"HVDC Line" has the meaning provided in the recitals to this Agreement.
"HVDC Transmission Project" means, collectively, (a) the Québec Line and (b)
the Northern Pass Transmission Line.
"Hydro-Québec" means Hydro-Québec, a body politic and corporate, duly
incorporated and regulated by the Hydro-Québec Act (R.S.Q., Chapter H-5). As of the
Execution Date, Hydro-Québec has four divisions: HQP, TransÉnergie, Hydro-Québec
Distribution and Hydro-Québec Équipment.
"Hydro-Québec Contractor" means one or more Affiliates of Purchaser that agree
to provide engineering, procurement or construction services with respect to the Northern Pass
Transmission Line pursuant to a Construction Contract.
"Hydro-Québec Lender" means Hydro-Québec acting in its capacity as lender
under the Construction Loan Agreement.
"Hydro-Québec System" means, collectively, (a) certain generating stations,
located in the Province of Québec and owned and operated by Hydro-Québec or its subsidiaries,
that produce electric power, which consists predominantly of low-carbon and renewable
hydroelectricity, (b) hydroelectric power produced by certain independent power producers,
which power Hydro-Québec or its subsidiaries has contractual rights to purchase and resell, and
(c) other power purchased by Hydro-Québec or its subsidiaries from third parties for resale.
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"ICC" has the meaning provided in Section 18.3.1(c).
"Immunities Act" mean the United States Foreign Sovereign Immunities Act of
1976, 28 U.S.C. § 1602 et seq.
"Impasse" has the meaning provided in Section 13.9.
Authority.

"Income Tax" means any tax imposed on net income by any Governmental
"Indemnification Notice" has the meaning provided in Section 21.3.
"Indemnified Party" has the meaning provided in Section 21.3.
"Indemnifying Party" has the meaning provided in Section 21.3.

"Initial Allowance" means the amount, expressed in megawatt-hours, equal to (a)
the Contract Capacity, multiplied by (b) 720.
"Insolvency Event" means, with respect to a Person, such Person (a) becomes
"insolvent," as defined in the Bankruptcy Code, or otherwise becomes bankrupt or insolvent
under any Insolvency Laws, (b) has a liquidator, administrator, receiver, custodian, trustee,
conservator or similar official appointed with respect to such Person or any material portion of
such Person’s assets or such Person consents to such appointment, or a foreclosure action is
instituted with respect to any material portion of such Person’s assets, (c) files a voluntary
petition or otherwise authorizes or commences a proceeding or cause of action under the
Bankruptcy Code or Insolvency Laws, (d) has an involuntary petition filed against it or
acquiesces in the commencement of a proceeding or cause of action as the subject debtor under
the Bankruptcy Code or Insolvency Laws, which petition is not dismissed within thirty (30) days
after the filing thereof or results in the issuance of an order for relief against such Person, (e)
makes or consents to an assignment of its assets in whole or in part, or any general arrangement
for the benefit of creditors, or a common law composition of creditors, or (f) generally is unable
to pay its debts as they fall due, or admits in writing to such inability.
"Insolvency Laws" means any bankruptcy, insolvency, reorganization or similar
laws of the U.S., Canada, or other Governmental Authority, as applicable, other than the
Bankruptcy Code.
"Interconnection Agreements" means, collectively, (a) an agreement by and
among Owner, TransÉnergie and ISO-NE that sets forth such parties’ respective rights and
obligations following the interconnection at the U.S. Border of the Northern Pass Transmission
Line with the Québec Line and (b) an agreement by and among Owner, PSNH and ISO-NE that
sets forth such parties’ respective rights and obligations following the interconnection at the
Delivery Point of the Northern Pass Transmission Line with certain transmission facilities owned
by PSNH. The Interconnection Agreements shall address cost responsibilities and shall include
provisions, both technical and otherwise, for safe and reliable interconnected operations of the
HVDC Transmission Project following Commercial Operation (including use of the HVDC
Transmission Project for the delivery of electric power in emergency circumstances).
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"Invoice" means, with respect to a calendar month, an invoice that sets forth the
amounts owed to Owner by Purchaser with respect to such month in reasonable detail to
evidence the basis for individual billings and charges.
"ISO-NE" means ISO New England Inc., or its successor organization.
"ISO-NE Approval" means approval by ISO-NE to operate the Northern Pass
Transmission Line at 1,200 MW.
"ISO-NE Definitions Manual" means the ISO New England Manual for
Definitions and Abbreviations, Manual M-35, as in effect from time to time.
"ISO-NE Rules" means the ISO-NE Tariff and all ISO-NE manuals, rules,
procedures, agreements or other documents relating to the reliable operation of the electric
system in New England and the purchase and sale of electrical energy, electrical capacity and
ancillary services, as such govern market participants with respect thereto in the operating
jurisdiction of ISO-NE, as in effect from time to time, including the ISO-NE Definitions Manual;
provided that such documents are publicly accessible.
"ISO-NE Tariff" means the ISO New England Inc. Transmission, Markets and
Services Tariff, FERC Electric Tariff No. 3, as in effect from time to time, on file with FERC, or
its successor tariff.
"kV" means kilovolt.
"Letter Agreement" means that certain Letter Agreement for Recovery of
Northern Pass Transmission Line Project Development Costs, of even date herewith, a copy of
which is attached hereto as Attachment G and made a part hereof or any modification to such
Letter Agreement (or superseding letter agreement) executed by the parties thereto; provided that
Owner shall have filed a copy of any such modification to such Letter Agreement (or
superseding letter agreement) with FERC with a request for approval or acceptance not less than
sixty (60) days before Owner renders an invoice to Purchaser for costs and expenses incurred by
Owner that are recoverable thereunder.
"Levelized Monthly Decommissioning Payment" has the meaning provided in
Section 9.3.1(b).
"LIBOR" means the British Bankers’ Association Interest Settlement Rate per
annum for deposits in U.S. Dollars (for a term comparable to the interest period selected by
Owner in accordance with the Loan Documents for the applicable Additional Financing
described in clause (a)(i)(B) of the definition thereof), appearing on the display designated as
Page 3750 on the Dow Jones Markets Service (or such other page on that service or such other
service designated by the British Bankers’ Association for the display of such Association’s
Interest Settlement Rates for U.S. Dollar deposits) as of 11:00 a.m. (London, England time) or if
such Page 3750 is unavailable for any reason, the rate that appears on the Reuters Screen ISDA
Page as of such date and such time.
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"Loan Agreements" means, collectively, (a) the Construction Loan Agreement, (b)
the Term Loan Agreement and (c) the loan and credit agreements entered into by Owner with
respect to any Additional Financing.
"Loan Documents" means the Loan Agreements and the other instruments and
documents evidencing or securing the obligations of Owner to the Financing Parties under the
Loan Agreements.
"Loss Occurrence" means any material loss of, destruction of or damage to, or any
condemnation of, the Northern Pass Transmission Line due to an event of Force Majeure.
"Maintenance Plan" means an annual plan for the management, operation and
ordinary maintenance of the Northern Pass Transmission Line, which plan shall include a
description of the scope and nature of the planned operating and maintenance programs and
planned and preventive maintenance procedures for the Northern Pass Transmission Line, the
scheduled maintenance and other planned outages of the Northern Pass Transmission Line, and a
budget itemized on a monthly basis for the same, which budget shall include all projected O&M
Costs projected to be incurred with respect to the foregoing activities.
"Management Committee" has the meaning provided in Section 13.1.
"Manager" has the meaning provided in Section 13.2(a).
"Market Products" means, collectively, all products (however entitled and
whether existing now or in the future) that (a) are recognized under ISO-NE Rules, (b) derive
from the acquisition of transmission service over the Northern Pass Transmission Line under this
Agreement, and (c) can be sold for consideration or otherwise have economic value, including
electrical energy, electrical capacity and ancillary services, including reserve products (including
spinning and non-spinning reserves).
"Material Adverse Effect" means, with respect to a Party, a material adverse
effect on the ability of such Party to perform any of its obligations under this Agreement.
"Membership Pledges" has the meaning provided in Section 17.2.1.
"Minimum Average Availability" means seventy-five percent (75%) of the
Contract Capacity.
"Multiyear Outlook" has the meaning provided in Section 6.3(a).
"MW" means megawatt.
"MWh" means megawatt-hour.
10.3(c)(i).

"Necessary Administrative Functions" has the meaning provided in Section
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"NEPOOL" means the New England Power Pool and the entities that collectively
participate in the New England Power Pool.
"NERC" means the North American Electric Reliability Corporation, or its
successor organization.
"Net Decommissioning Costs" means Decommissioning Costs, less any Salvage
Proceeds; provided, however, that if the Salvage Proceeds exceed the Decommissioning Costs,
then the Net Decommissioning Costs shall equal Zero Dollars ($0).
"Net Present Value of Owner’s Equity Return" means the amount obtained by
discounting the ROE portion of all remaining Transmission Service Payments that would have
been recoverable under this Agreement absent the termination thereof using the ROE (as
established pursuant to Section 8.4(b)) in effect as of the applicable termination date, which
amount shall be calculated in accordance with customary financial practice and at a discount
factor equal to the Base ROE in effect as of the applicable termination date.
"New England" means, collectively, the State of Maine, State of New Hampshire,
State of Vermont, Commonwealth of Massachusetts, State of Rhode Island and State of
Connecticut.
"New England Transmission System" means New England Transmission System,
as defined in the ISO-NE Tariff.
"Non-Excused Outage" has the meaning provided in Section 7.4.1.
"Northeast Utilities" means Northeast Utilities, a public utility holding company
organized and existing as a voluntary trust under the laws of the Commonwealth of
Massachusetts.
"Northern Pass Transmission Line" has the meaning provided in the recitals to
this Agreement. This definition may be subject to change in accordance with Section 8.6(g)(ii).
organization.

"NPCC" means the Northeast Power Coordinating Council, Inc., or its successor

"NPCC Approval" means approval by NPCC to operate the Northern Pass
Transmission Line at 1,200 MW.
"NSTAR" means NSTAR, a public utility holding company organized and
existing as a voluntary association under the laws of the Commonwealth of Massachusetts.
"O&M Costs" means, collectively, all direct and indirect costs and expenses that
are (a) incurred by Owner during the Operation Phase in connection with the operation and
maintenance of the Northern Pass Transmission Line (excluding Decommissioning Costs) and (b)
recoverable under the Formula Rate in accordance with Article 8.
"OASIS Administrator" has the meaning provided in Section 10.3(c).
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"OASIS Provider" has the meaning provided in Section 10.3(a).
"OATT Payments" has the meaning provided in Section 4.3.1(b)(i).
"Operation Phase" means the period commencing on the Commercial Operation
Date and ending upon the expiration of the Term or earlier termination of this Agreement
pursuant to its terms (regardless of whether or not any such day is a Business Day).
"Operational Approvals" means, collectively, (a) the ISO-NE Approval and (b)
the NPCC Approval.
"Other Regulatory Event" means a determination by Purchaser, including a
reasonable basis for such determination, that one or more Operational Approvals (a) is
reasonably unlikely to be obtained by the Approval Deadline or (b) contains or is reasonably
likely to contain modifications or conditions that are reasonably unacceptable to Purchaser or its
Affiliates.
"Other Transmission Rights" means collectively, any Financial Transmission
Rights (or any similar concept), auction revenue rights or other financial or physical transmission
rights, in each case, whether existing now or in the future, associated with the Northern Pass
Transmission Line or AC Upgrades.
"Outstanding Claim" has the meaning provided in Section 17.1.1(e).
"Owner" has the meaning provided in the preamble to this Agreement.
"Owner Approvals" means, collectively, (a) the Construction Authorizations and
(b) those other Governmental Approvals and Third Party Consents, in each case, that are
required to develop, construct, own and operate the Northern Pass Transmission Line, other than
the Operational Approvals, all as set forth in Attachment C.
"Owner Default" has the meaning provided in Section 15.2.
"Owner Delay" has the meaning provided in Section 4.3.1(a).
"Owner Guaranty" has the meaning provided in Section 17.1.2(a), as in effect
from time to time.
"Owner Indemnified Party" has the meaning provided in Section 21.1.
"Owner Retained Property" means, collectively, (a) all fee simple and other
interests in real property (including rights-of-way, other easements and leasehold interests in real
property), (b) proprietary intellectual property and (c) other intangible property (including
development rights), in each case, associated with the Northern Pass Transmission Line.
"Owner’s Costs" means an amount equal to the sum of the following, without
duplication, (a) all costs and expenses incurred by Owner before the applicable termination date
(whether payable before, on or after such date) that would have been recoverable under this
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Agreement (including under Section 8.1.4, without altering the otherwise applicable burden of
proof set forth in Section 8.1.4(b) for prudency challenges) absent the termination thereof, other
than Decommissioning Costs and costs and expenses incurred with respect to any Owner
Retained Property, plus (b) the debt component of AFUDC, as accrued on the applicable portion
of the costs described in the foregoing clause (a) in accordance with Section 8.1.2 and included
in the calculation of Rate Base, plus (c) all wind-down costs, penalties, damages, fees and other
amounts that Owner is required to pay to third parties as a result of the termination of this
Agreement, any Facilities Agreement or any other contract or lease (excluding contracts or leases
with respect to Owner Retained Property) entered into in connection with the Northern Pass
Transmission Line or the AC Upgrades, including, for the avoidance of doubt, any penalties,
damages, fees or other amounts for which Owner is liable under the Loan Agreements as a result
of the prepayment of the loans made to Owner thereunder, but excluding any Decommissioning
Costs. In no event shall any penalties, damages, fees or other amounts that Owner is required to
pay to its Affiliates qualify as "Owner’s Costs" unless Owner is liable for such penalties,
damages, fees or amounts pursuant to a transaction or other arrangement that is on terms and
conditions at least as favorable to Owner, when taken as a whole, as would have been obtained
(at the time entered into) in a comparable arm’s-length transaction or arrangement with a Person
other than an Affiliate of Owner; provided, however, that, if such transaction or arrangement has
been accepted or approved by FERC or any other Governmental Authority that specifically
reviews the Affiliate relationship in such transaction or arrangement, then such transaction or
arrangement shall be deemed to be a comparable arm’s-length transaction or arrangement. For
the avoidance of doubt, the amounts described in the foregoing two (2) sentences shall not
include any amounts previously charged to Purchaser and recovered by Owner under the
Formula Rate.
"Owner’s Costs Plus EAFUDC" means an amount equal to the sum of the
following, without duplication, (a) Owner’s Costs, plus (b) the equity component of AFUDC, as
accrued on the applicable portion of Owner’s Costs in accordance with Section 8.1.2 and
included in the calculation of Rate Base. For the avoidance of doubt, the amounts described in
the foregoing sentence shall not include any amounts previously charged to Purchaser and
recovered by Owner under the Formula Rate.
"Owner’s Initial Deadline" has the meaning provided in Section 4.3.1(a).
"Owner’s Final Deadline" has the meaning provided in Section 4.3.1(b).
"Panel" has the meaning provided in Section 18.3.1(a).
Agreement.

"Parties" and "Party" have the meanings provided in the preamble to this

"Person" means any legal person, including any natural person, domestic or
foreign corporation, limited liability company, general or limited partnership, joint venture,
association, joint stock company, business trust, estate, trust, enterprise, unincorporated
organization, any Governmental Authority, or any other legal or commercial entity.
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"Planned CapEx" means, collectively, the planned capital improvements and
projected upgrades, replacements and repairs to the Northern Pass Transmission Line.
"Planned CapEx Costs" means, collectively, all direct and indirect costs and
expenses that are (a) incurred by Owner in connection with Planned CapEx and (b) recoverable
under the Formula Rate in accordance with Article 8.
"Position Statement" means a statement of a Party’s position on a particular
matter or issue and a summary of facts and arguments supporting that position.
"Pre-COD Expenses" mean all costs and expenses that are (a) incurred by Owner
in connection with the Northern Pass Transmission Line and the AC Upgrades before the
Commercial Operation Date and not included in FERC Account No. 107 – Construction Work in
Progress (including the AC Upgrade Costs associated with AC Upgrades that are placed-inservice before the Commercial Operation Date and are included in the regulatory asset described
in Section 8.1.2(e), but excluding costs and expenses associated with the drafting and negotiation
of this Agreement) and (b) recoverable under the Formula Rate in accordance with Article 8.
"Preliminary Monthly Decommissioning Payment" has the meaning provided in
Section 9.3.3(a)(i).
"Preliminary Budget and Schedule" has the meaning provided in Section 5.2.1(a).
"Prior Claims" has the meaning provided in Section 17.1.1(e).
"Project Assets" means, collectively, all materials, equipment and structures
owned by Owner, excluding the Owner Retained Property.
"Project Budget" means, collectively, (a) a budget consisting of line item
estimates of all Project Costs, including reasonable contingency amounts applied to individual
line item estimates or to the Project Costs as a whole, and (b) a budget of estimated AC Upgrade
Costs projected to be incurred before the Commercial Operation Date in such detail as can
reasonably be obtained by Owner from the AC Upgrade Owners, recognizing that one or more
Project Budgets will be completed and delivered before the date on which the AC Upgrades are
formally identified under this Agreement.
"Project Costs" means, collectively, (a) the Construction Costs, and (b) the PreCOD Expenses.
"Project Debt" means Owner’s debt to finance the costs and expenses incurred by
Owner in connection with the Northern Pass Transmission Line under (a) the Construction Loan
Agreement, (b) the Term Loan Agreement and (c) the loan and credit agreements entered into by
Owner with respect to any Additional Financing, the aggregate amount of which debt shall be
consistent with Owner’s obligations under Section 5.6 and Section 8.3(a).
"Project Debt Obligations" means all obligations of every nature of Owner from
time to time owed to any Financing Party under the Loan Documents, whether for principal,
interest or payments for early termination of interest rate hedging agreements, fees, expenses,
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indemnification or otherwise and all guarantees of any of the foregoing. Notwithstanding the
foregoing, unless otherwise agreed in writing by Purchaser, if the outstanding principal amount
of the Project Debt Obligations (together with the face amount of letters of credit and the amount
of unfunded commitments under the Loan Documents) is in excess of the principal amount of
Project Debt that Owner is permitted to incur consistent with its obligations under Section 5.6
and Section 8.3(a), then Project Debt Obligations shall include only (a) that portion of the
principal amount of Project Debt that Owner is so permitted to incur consistent with its
obligations under Section 5.6 and Section 8.3(a), plus (b) interest, fees and reimbursement
obligations in respect of such portion of such principal amount, plus (c) any other principal
consisting of capitalization or funding of such interest, fees or reimbursement obligations.
"Project Schedule" means a schedule setting forth the proposed engineering,
procurement, construction and testing milestone schedule for (a) the Northern Pass Transmission
Line based upon the Construction Contracts and (b) the AC Upgrades based upon such
information as can reasonably be obtained by Owner from the AC Upgrade Owners, recognizing
that one or more Project Schedules will be completed and delivered before the date on which the
AC Upgrades are formally identified under this Agreement.
"PSNH" means Public Service Company of New Hampshire, a corporation
organized and existing under the laws of the State of New Hampshire.
"PTF" has the meaning provided in Section 8.6(b).
"Purchaser" has the meaning provided in the preamble to this Agreement.
"Purchaser Default" has the meaning provided in Section 15.1.
"Purchaser Guaranty" has the meaning provided in Section 17.1.1(a), and includes
any Purchaser Guaranty reissued in accordance with Section 17.1.1(g) or Section 17.1.1(i).
"Purchaser Indemnified Party" has the meaning provided in Section 21.2.
"Purchaser Mortgage" has the meaning provided in Section 17.2.1.
"Purchaser’s Deadline" has the meaning provided in Section 4.3.2(b).
9.3.4.

"Purchaser’s Decommissioning Balance" has the meaning provided in Section
"Purchaser’s Lien" has the meaning provided in Section 17.2.1.
"Purchaser’s Security Documents" has the meaning provided in Section 17.2.1.
"Québec Damages" has the meaning provided in Section 7.4.2.
"Québec Line" has the meaning provided in the recitals to this Agreement.
"Rate Base" has the meaning provided in Section III.A. of Attachment B.
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"Rate Base Calculation" has the meaning provided in Section 16.3(c)(i).
"Real Power Losses" means energy consumed by the electrical impedance
characteristics of the Northern Pass Transmission Line.
"Reconstruction Costs" means, with respect to a Loss Occurrence, collectively, all
costs and expenses that are (a) incurred by Owner to reconstruct or otherwise repair the Northern
Pass Transmission Line following such Loss Occurrence, net of insurance proceeds and other
amounts received by Owner in connection therewith (excluding any proceeds of any liability
insurance policy or any insurance proceeds or other amounts payable to any Financing Party,
unless such amounts payable are permitted under the applicable Loan Documents to be applied
to such Loss Occurrence), and (b) recoverable under the Formula Rate in accordance with
Article 8.
"Reconstruction Plan" has the meaning provided in Section 16.3(c)(i).
"Recovery" has the meaning provided in Section 21.6.
"Redetermination Certificate" has the meaning provided in Section 17.1.1(f).
"Redetermination Date" means (a) during the Construction Phase, (i) the first day
of the first calendar month following the delivery of the first Construction Budget and Schedule
delivered to the Management Committee under Section 5.2.2, and (ii) each anniversary of such
date thereafter until the date immediately preceding the Commercial Operation Date, and (b)
during the Operation Phase, (i) the Commercial Operation Date, (ii) the first day of the third
Contract Year after the Commercial Operation Date, and (iii) the first day of each third Contract
Year thereafter.
"Regional Rates" means the rates for Regional Transmission Service.
"Regional Transmission Service" means Regional Transmission Service, as
defined in and provided under the ISO-NE Tariff.
"Replacement Transmission Cost" means, with respect to each hour of a period of
time during a Non-Excused Outage, the amount equal to (a)(i) the positive difference, if any,
between (A) the price per MWh that Purchaser paid for replacement transmission service
acquired by Purchaser during such hour to New England from the international border between
the Province of Québec and the United States and (B) the price per MWh that Purchaser would
have paid under this Agreement based upon the full Transmission Service Payment due for such
period, multiplied by (ii) the amount of transmission capacity (expressed in MW) that Purchaser
acquired for such hour (capped at the amount of unavailable transmission capacity during such
hour resulting from a Non-Excused Outage), plus (b) any reasonable transaction costs incurred
by Purchaser in connection with the foregoing purchase.
"Revenue Requirement" means the annual transmission revenue requirement of
Owner, as determined in accordance with the Formula Rate.
"ROE" has the meaning provided in Section 8.4(a).
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"Rules" has the meaning provided in Section 18.3.2(a).
"Salvage Proceeds" has the meaning provided in Section 9.3.5(b)(ii).
"Satisfying Amount" has the meaning provided in Section 17.1.1(e).
"Scheduling Rules" has the meaning provided in Section 7.1.4.
"Security Agreement" has the meaning provided in Section 17.2.1.
"Stated Cap" means the amount set forth in Section 1(a)(i) of the Purchaser
Guaranty, as in effect from time to time.
"Subordination Agreement" has the meaning provided in Section 17.2.2.
"Subsequent Use" has the meaning provided in Section 9.2.
"Target Date" means the date that coincides with the guaranteed substantial
completion date as established under the principal Construction Contract, which date is
preliminarily expected to be in 2015.
"Taxes" means, collectively, all categories of taxes identified as recoverable under
the Formula Rate.
"Technical Dispute" has the meaning provided in Section 18.3.1(b).
"Technical Dispute Notice" has the meaning provided in Section 18.3.1(b).
"Term" has the meaning provided in Section 3.2.
"Term Financing" means a financing evidenced by a Term Loan Agreement.
"Term Financing Parameters" means parameters established by the Management
Committee for the terms and conditions of a Term Financing in accordance with Section 5.1.2(e).
"Term Financing Procedures" has the meaning provided in Section 5.1.2(e)(i).
"Term Loan Agreement" means the loan and credit agreements entered into by
Owner with respect to any refinancing of the Construction Loan Agreement or any subsequent
refinancing of the loans made under such loan and credit agreements. Loans under the Term
Loan Agreement shall fund such refinancing in a manner consistent with Owner’s obligations
under Section 5.6 and Section 8.3(a).
"Term Loan Lender" means, collectively, any Person that commits to provide
loans to Owner under the Term Loan Agreement.
"Termination Payment" means an amount equal to the sum of the following,
without duplication, (a) Owner’s Costs Plus EAFUDC, plus (b) the Net Present Value of
Owner’s Equity Return as of the applicable termination date. For the avoidance of doubt, the
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amounts described in the foregoing sentence shall not include any amounts previously charged to
Purchaser and recovered by Owner under the Formula Rate.
"Third Party Claim" has the meaning provided in Section 21.3.
Authority.

"Third Party Consent" means any Consent of a Person other than a Governmental

"Third Party Rehearing Request" means any request by a third party for rehearing
of the FERC Order.
"Total Transfer Capability" means the Total Transfer Capability of the Northern
Pass Transmission Line, as defined in, and established in accordance with, the ISO-NE Tariff
and determined by ISO-NE for each hour.
"TransÉnergie" has the meaning provided in the recitals to this Agreement.
"TransÉnergie OATT" means the Hydro-Québec Open Access Transmission
Tariff, as amended or accepted by the Régie de l’énergie from time to time.
"Transfer" has the meaning provided in Section 23.1(a).
"Transmission Operating Agreement" means an agreement entered into by and
between Owner and ISO-NE for transmission operating services over the Northern Pass
Transmission Line under which operating control (as defined in such agreement) of the Northern
Pass Transmission Line is transferred from Owner to ISO-NE.
"Transmission Operator" means ISO-NE acting in its capacity pursuant to the
Transmission Operating Agreement.
"Transmission Service Payment" has the meaning provided in Section 8.1.2(b).
"Unfavorable FERC Decision" has the meaning provided in Section 2.2(a)(ii).
"United States" or "U.S." means the United States of America.
"U.S. Border" means the location on or near the international border between the
State of New Hampshire and the Province of Québec where the HVDC Line and the Québec
Line interconnect.
"U.S. Regulatory Event" means a determination by Owner, including a reasonable
basis for such determination, that (a) one or more Construction Authorizations (i) is reasonably
unlikely to be obtained by the Approval Deadline despite the use of commercially reasonable
efforts by Owner and its Affiliates or (ii) contains or is reasonably likely to contain modifications
or conditions that are reasonably unacceptable to Owner or one or more of its Affiliates or (b) the
continuation by Owner or one or more of its Affiliates of the regulatory or other processes
required to obtain one or more Construction Authorizations would be reasonably likely to have a
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material adverse effect on the business, operations or financial condition of Owner or one or
more of its Affiliates.
Section 1.2. Interpretation. In this Agreement, unless the context otherwise
requires, the following rules shall apply to the usage of terms:
Section 1.2.1. Singular; Plural; Gender; Corollary Meaning. The singular
shall include the plural and vice versa, and any pronoun shall include the corresponding
masculine, feminine and neuter forms. If a term is defined as one part of speech (such as a noun),
then it shall have a corresponding meaning when used as another part of speech (such as a verb).
Section 1.2.2. Coordinating Conjunctions. The word "or" shall have the
inclusive meaning represented by the phrase "and/or."
Section 1.2.3. Self Reference. The words "hereof," "herein," "hereto" and
"hereunder" and words of similar import when used in this Agreement shall, unless otherwise
expressly specified, refer to this Agreement as a whole and not to any particular provision of this
Agreement.
Section 1.2.4. Inclusive References. The words "include," "includes" and
"including" when used in this Agreement shall be deemed to be followed by "without limitation"
or "but not limited to," whether or not they are in fact followed by such words or words of like
import.
Section 1.2.5. Incorporation by Reference.
Any reference in this
Agreement to an "Article," "Section" or other subdivision or to an "Attachment" or other
schedule or attachment shall be references to an article, section or other subdivision of, or to a
schedule or attachment to, this Agreement, unless otherwise stated, and all such Articles,
Sections, and Attachments are incorporated into this Agreement by reference (all of which
comprise part of one and the same agreement with equal force and effect). In the event of any
conflict or other inconsistency between the main body of this Agreement and any attachment or
schedule to this Agreement, the provisions of the main body of this Agreement shall prevail.
Section 1.2.6. Subsequent Acts. Any references in this Agreement to any
statute shall be deemed to refer to such statute, as amended or replaced from time to time,
including by succession of comparable successor statute, and all rules and regulations
promulgated thereunder. In the event any index or publication referenced in this Agreement
ceases to be published or a concept defined by reference to any such index or publication ceases
to exist, each such reference shall be deemed to be a reference to a successor or alternate index,
publication or concept reasonably agreed to by the Parties. Unless specified otherwise, a
reference to a given agreement or instrument, and all schedules and attachments thereto, shall be
a reference to that agreement or instrument as modified, amended, supplemented and restated,
and as in effect from time to time.
Section 1.2.7. Inclusive of Permitted Successors. Unless otherwise
expressly stated, references to any Person also include its permitted successors and assigns.
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Section 1.2.8. Time Computation. In this Agreement, in the computation
of periods of time from a specified date to a later specified date, the word "from" means "from
and including" and the words "to" and "until" each means "to but excluding."
Section 1.2.9. Business Days. Whenever this Agreement refers to a
number of days, such number shall refer to calendar days unless Business Days are specified.
Whenever any action must be taken under this Agreement on or by a day that is not a Business
Day, such action may be validly taken on or by the next day that is a Business Day, and in the
case of payments (including refunds of payments), no interest shall accrue on the amount due;
provided that such payment is made in full on the next day that is a Business Day.
Section 1.2.10.Regulatory Approvals. Any Governmental Approval shall
be deemed to be received upon issuance, even if such Governmental Approval is subject to
appeal or rehearing.
Section 1.2.11.Currency. All references to prices, values or monetary
amounts referred to in this Agreement shall be paid in United States currency, unless expressly
provided otherwise.
ARTICLE 2
REGULATORY FILINGS AND REQUIRED APPROVALS
Section 2.1.

FERC Filing.

(a) As soon as practicable after the Execution Date, but in no
event later than sixty (60) days thereafter, Owner shall file this Agreement with FERC pursuant
to Section 205 of the Federal Power Act and 18 C.F.R. Part 35. Such filing shall include
waiver requests for the Effective Date to occur sixty-one (61) days after the date of such filing,
which Effective Date may be more than one hundred twenty (120) days before the Commercial
Operation Date.
(b) Owner shall consult with Purchaser as to the appropriate
time of such filing. The Parties shall respond promptly to any requests for additional
information made by FERC in connection with such filing.
(c) Upon the filing of this Agreement pursuant to Section
2.1(a), Purchaser shall support the approval or acceptance of this Agreement by FERC without
modification or condition.
Section 2.2.

Modifications to FERC Order.

(a) In the event (i) FERC issues an order accepting or
approving this Agreement for filing (the "FERC Order") and (ii) the FERC Order contains
modifications or conditions that are unacceptable to a Party, in its sole discretion (an
"Unfavorable FERC Decision"), such Party shall deliver a written notice to the other Party
specifying the unacceptable modifications or conditions, which notice shall be delivered within
five (5) Business Days following the issuance of the Unfavorable FERC Decision.
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(b)
following provisions shall apply:

In the event of an Unfavorable FERC Decision, the

(i)
The Parties may agree upon amendments to this
Agreement (the "FERC Amendment") that achieve, as nearly as practicable, the commercial
intent of this Agreement as of the Execution Date in a manner consistent with the Unfavorable
FERC Decision. The execution and delivery by the Parties of a FERC Amendment shall be
without prejudice to either Party’s rights under Section 3.3.2.
(ii)
Each Party shall retain the right to request a
rehearing of the FERC Order regardless of any negotiations that have occurred or are occurring
pursuant to clause (b)(i) above; provided, however, that, in the event the Parties execute a FERC
Amendment after one or both of the Parties has filed for rehearing, any such rehearing request
shall be withdrawn no later than five (5) Business Days after FERC issues an order accepting or
approving the FERC Amendment for filing, if such rehearing request is inconsistent with the
terms and conditions of this Agreement, as amended. Unless otherwise agreed in writing by the
Parties, a filing by either Party of a request for rehearing of the FERC Order shall not toll or
otherwise modify any date or time period set forth in this Agreement, including, for the
avoidance of doubt, the date upon which the Construction Phase shall commence or the period
within which a Party may terminate this Agreement under Section 3.3.2.
Section 2.3.

Cooperation.

(a) In addition to their obligations under Section 2.1, Owner
and Purchaser shall, and each Party shall use commercially reasonable efforts to cause its
Affiliates to, (i) cooperate with each other to prepare, file and effect any applications, notices,
petitions, reports or other filings or documentation required under Applicable Law or otherwise
necessary, proper or advisable to consummate the transactions contemplated by this Agreement,
(ii) provide updates to the other Party on material developments in connection with any such
filings or documentation, (iii) provide any non-privileged information reasonably requested by
the other Party in connection with any such filings or documentation, (iv) cooperate with each
other to use commercially reasonable efforts to obtain all Governmental Approvals and Third
Party Consents that are necessary, proper or advisable to consummate the transactions
contemplated by this Agreement, including the FERC Order (without modifications or
conditions) and the other Owner Approvals, and (v) provide any support reasonably necessary
and requested by the AC Upgrade Owners to obtain the AC Upgrade Approvals.
(b) Each Party shall consult with the Management Committee
with respect to all characterizations of information relating to the other Party, its Affiliates or
the transactions contemplated by this Agreement that are proposed to appear in any filings or
documentation contemplated by Section 2.1 or Section 2.3(a). The Management Committee
shall promptly provide comments, if any, to the applicable Party on any such characterizations
of information. Each Party shall make a good faith effort to take into account any comments
made by the Management Committee.
Section 2.4. No Inconsistent Action. Except as provided in Section 18.2 and
Article 20, from and after the Execution Date, the Parties shall not undertake, and shall use
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commercially reasonable efforts to cause their Affiliates not to undertake, any action before
FERC, ISO-NE or any other Governmental Authority that is inconsistent with the terms and
conditions of this Agreement, including, for the avoidance of doubt, Section 2.1(c) and Section
7.1.5.
ARTICLE 3
EFFECTIVE DATE; TERM
Section 3.1. Effective Date. This Agreement shall become effective and
enforceable to the extent permitted by Applicable Law as of the Execution Date.
Notwithstanding the foregoing sentence, this Agreement will become effective as a FERC rate
schedule upon the effective date set forth in the FERC Order (the "Effective Date").
Section 3.2. Term. The term of this Agreement shall commence on the
Execution Date and shall expire on the fortieth (40th) anniversary of the Commercial Operation
Date, unless earlier terminated or extended in accordance with the terms hereof (the "Term").
Section 3.3. Termination Rights. This Agreement may be terminated in
accordance with the ensuing provisions in this Article 3, subject to any required regulatory
review, approvals or acceptances, as applicable. Neither Party shall oppose any termination of
this Agreement made in accordance with this Article 3 before FERC or any other Governmental
Authority; provided, however, that the foregoing shall not prohibit either Party from challenging
or otherwise Disputing whether or not any termination of this Agreement is permitted by this
Agreement.
Section 3.3.1. Mutual Agreement. This Agreement may be terminated at
any time upon written agreement of the Parties.
Section 3.3.2. For Convenience During the Development Phase.
(a) Prior to the commencement of the Construction Phase,
either Party shall have the right to terminate this Agreement by written notice to the other Party.
This right may be exercised by either Party for any reason, including, for the avoidance of
doubt, an Unfavorable FERC Decision, Third Party Rehearing Request, Impasse or other
Dispute with respect to the Preliminary Budget and Schedule (or any part thereof) or failure by
Owner and Affiliates of Purchaser to execute term sheets for a Construction Contract or the
Construction Loan Agreement.
(b) Except as otherwise provided in Section 3.6, upon
termination of this Agreement pursuant to clause (a) above, neither Party shall have any
liability to the other Party under this Agreement; provided, however, that, subject to FERC
approval, Purchaser shall reimburse Owner for costs and expenses incurred by Owner to the
extent provided in, and in accordance with, the Letter Agreement. The Parties’ rights and
obligations, following termination of this Agreement pursuant to this Section 3.3.2, with
respect to the property rights and interests associated with the Northern Pass Transmission Line
and the Decommissioning of the Northern Pass Transmission Line are respectively set forth in
Section 3.5(a) and Section 9.3.
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Section 3.3.3. U.S. Regulatory Event.
(a) During the Construction Phase, at any time prior to the
fifteenth (15th) day after the receipt by Owner or its Affiliates of all Construction
Authorizations, Owner shall have the right to terminate this Agreement upon not less than five
(5) days’ prior written notice to Purchaser in the event of a U.S. Regulatory Event.
(b) Upon termination of this Agreement pursuant to clause (a)
above, Owner shall have the right to recover from Purchaser, and Purchaser shall pay or
reimburse to Owner, Owner’s Costs, less EPC Costs (if any); provided, however, that, if (i) this
Agreement has been terminated pursuant to clause (a) above and (ii) Owner has failed to
comply with the provisions of Section 5.1.2(a)(ii)(A), then, except as otherwise provided in
Section 3.6, neither Party shall have any liability to the other Party under this Agreement. The
Parties’ rights and obligations, following termination of this Agreement pursuant to this Section
3.3.3, with respect to the property rights and interests associated with the Northern Pass
Transmission Line and the Decommissioning of the Northern Pass Transmission Line are
respectively set forth in Section 3.5(a) and Section 9.3.
Section 3.3.4. Canadian Regulatory Event or Other Regulatory Event.
(a) During the Construction Phase, at any time prior to the
fifteenth (15th) day after the earlier to occur of (i) the receipt by Purchaser or its Affiliates of
all Canadian Approvals and the receipt by Owner or an Affiliate of Purchaser of all Operational
Approvals and (ii) the Approval Deadline, Purchaser shall have the right to terminate this
Agreement upon not less than five (5) days’ prior written notice to Owner in the event of a
Canadian Regulatory Event or Other Regulatory Event; provided that (A) Purchaser and any of
its Affiliates that are responsible for obtaining any Canadian Approval or jointly obtaining the
NPCC Approval shall have used commercially reasonable efforts to obtain all of the Canadian
Approvals and to jointly obtain the NPCC Approval, in each case, by the Approval Deadline
and (B) Purchaser and its Affiliates shall have cooperated with Owner in a manner consistent
with Section 2.3 to obtain the ISO-NE Approval by the Approval Deadline.
(b) Upon termination of this Agreement pursuant to clause (a)
above, Owner shall have the right to recover from Purchaser, and Purchaser shall pay or
reimburse to Owner, Owner’s Costs Plus EAFUDC. The Parties’ rights and obligations,
following termination of this Agreement pursuant to this Section 3.3.4, with respect to the
property rights and interests associated with the Northern Pass Transmission Line and the
Decommissioning of the Northern Pass Transmission Line are respectively set forth in Section
3.5(a) and Section 9.3.
Section 3.3.5. Failure to Obtain Certain Approvals.
(a) Unless otherwise agreed in writing by the Parties, this
Agreement shall terminate immediately without further action of the Parties in the event any of
the Construction Authorizations, AC Upgrade Approvals or Operational Approvals has not
been obtained by the Approval Deadline.
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(b) From and after the Approval Deadline, at any time prior to
the receipt by Purchaser or its Affiliates of all Canadian Approvals, Owner shall have the right
to terminate this Agreement upon not less than five (5) days’ prior written notice to Purchaser.
(c) Upon termination of this Agreement pursuant to clause (a)
or (b) above, Owner shall have the right to recover from Purchaser, and Purchaser shall pay or
reimburse to Owner, Owner’s Costs Plus EAFUDC; provided, however, that, if (i) this
Agreement has been terminated pursuant to clause (a) above and (ii) Owner has failed to
comply with the provisions of Section 5.1.2(a)(ii), then, except as otherwise provided in
Section 3.6, neither Party shall have any liability to the other Party under this Agreement. The
Parties’ rights and obligations, following termination of this Agreement pursuant to this Section
3.3.5, with respect to the property rights and interests associated with the Northern Pass
Transmission Line and the Decommissioning of the Northern Pass Transmission Line are
respectively set forth in Section 3.5(a) and Section 9.3.
Section 3.3.6. Material Cost Escalation.
(a) In the event the aggregate amount budgeted for Project
Costs, as set forth in a proposed Construction Budget and Schedule delivered to the
Management Committee under Section 5.2.2 or Section 16.3(b)(i), exceeds, by more than
fifteen percent (15%), the aggregate amount budgeted for Project Costs in the most recently
approved Construction Budget and Schedule, or, for the initial Construction Budget and
Schedule delivered to the Management Committee under Section 5.2.2, the aggregate amount
budgeted for Project Costs in the Preliminary Budget and Schedule, Purchaser shall have the
right to terminate this Agreement by written notice to Owner delivered no later than sixty (60)
days after the receipt by Purchaser’s Manager of such proposed Construction Budget and
Schedule.
(b) In the event the aggregate amount budgeted for Project
Costs, as set forth in a proposed Construction Budget and Schedule delivered to the
Management Committee under Section 5.2.2 or Section 16.3(b)(i), exceeds, by more than thirty
percent (30%), the aggregate amount budgeted for Project Costs in the Preliminary Budget and
Schedule, Purchaser shall have the right to terminate this Agreement by written notice to
Owner delivered no later than sixty (60) days after the receipt by Purchaser’s Manager of such
proposed Construction Budget and Schedule.
(c) Purchaser’s failure to exercise either of its termination
rights pursuant to this Section 3.3.6, (or Purchaser’s failure to exercise either of such rights in a
timely manner) shall be without prejudice to Purchaser’s right to terminate this Agreement (i)
pursuant to clause (a) above in the event any proposed Construction Budget and Schedule
subsequently delivered to the Management Committee under Section 5.2.2 or Section 16.3(b)(i)
exceeds the most recently approved Construction Budget and Schedule by more than fifteen
percent (15%) or (ii) pursuant to clause (b) above in the event any proposed Construction
Budget and Schedule subsequently delivered to the Management Committee under Section
5.2.2 or Section 16.3(b)(i) exceeds both (A) the Preliminary Budget and Schedule by more than
thirty percent (30%) and (B) the most recently approved Construction Budget and Schedule by
any amount.
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(d) Upon termination of this Agreement pursuant to this
Section 3.3.6, Owner shall have the right to recover from Purchaser, and Purchaser shall pay or
reimburse to Owner, Owner’s Costs Plus EAFUDC. The Parties’ rights and obligations,
following termination of this Agreement pursuant to this Section 3.3.6, with respect to the
property rights and interests associated with the Northern Pass Transmission Line and the
Decommissioning of the Northern Pass Transmission Line are respectively set forth in Section
3.5(a) and Section 9.3.
Section 3.3.7. Termination of Agreements with Purchaser’s Affiliates.
(a) In the event (i) any Construction Contract with HydroQuébec Contractor is terminated as a result of any default by Owner of its obligations
thereunder (provided that such default was not due to a breach by Hydro-Québec Lender of its
funding obligation under the Construction Loan Agreement) or (ii) the Construction Loan
Agreement is terminated as a result of any default by Owner of its obligations thereunder
(provided that such default was not due to a breach by Hydro-Québec Contractor of any of its
obligations under a Construction Contract), Purchaser shall have the right to terminate this
Agreement by written notice to Owner as of a date that is not less than ninety (90) days after
the date of such notice.
(b) Except as otherwise provided in Section 3.6, upon
termination of this Agreement pursuant to clause (a) above, neither Party shall have any
liability to the other Party under this Agreement. The Parties’ rights and obligations, following
termination of this Agreement pursuant to this Section 3.3.7, with respect to the property rights
and interests associated with the Northern Pass Transmission Line and the Decommissioning of
the Northern Pass Transmission Line are respectively set forth in Section 3.5(a) and Section 9.3.
Section 3.3.8. For Convenience During Construction Phase.
(a) In addition to the termination rights set forth in Section
3.3.4 and Section 3.3.6, during the Construction Phase, Purchaser shall have the right to
terminate this Agreement for any other reason by not less than five (5) days’ prior written
notice to Owner.
(b) Upon termination of this Agreement pursuant to clause (a)
above, Owner shall have the right to recover from Purchaser, and Purchaser shall pay or
reimburse to Owner, Owner’s Costs Plus EAFUDC.
The Parties’ rights and obligations, following termination of this Agreement pursuant to this
Section 3.3.8, with respect to the property rights and interests associated with the Northern Pass
Transmission Line and the Decommissioning of the Northern Pass Transmission Line are
respectively set forth in Section 3.5(a) and Section 9.3.
Section 3.3.9. Loss Occurrence Following Commercial Operation.
(a) In the event (i) a Loss Occurrence during the Operation
Phase renders the Northern Pass Transmission Line entirely out-of-service and (ii) the projected
Reconstruction Costs, as set forth in the proposed Reconstruction Plan delivered to the
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Management Committee under Section 16.3(c)(i), exceed, in the aggregate, the amount equal to
(A) the unamortized rate base, as set forth in the Rate Base Calculation delivered to the
Management Committee under Section 16.3(c)(i), multiplied by (B) fifteen one-hundredths
(0.15), Purchaser shall have the right to terminate this Agreement by written notice to Owner
delivered no later than sixty (60) days after the receipt by Purchaser’s Manager of such
Reconstruction Plan and Rate Base Calculation.
(b) Upon termination of this Agreement pursuant to clause (a)
above, Owner shall have the right to recover from Purchaser, and Purchaser shall pay or
reimburse to Owner, Owner’s Costs Plus EAFUDC. The Parties’ rights and obligations,
following termination of this Agreement pursuant to this Section 3.3.9, with respect to the
property rights and interests associated with the Northern Pass Transmission Line and the
Decommissioning of the Northern Pass Transmission Line are respectively set forth in Section
3.5(b) and Section 9.3.
Section 3.3.10.For Convenience Following Commercial Operation.
(a) In addition to the termination rights set forth in Section
3.3.9 and Section 3.3.12, from and after the Commercial Operation Date, Purchaser shall have
the right to terminate this Agreement for any other reason by not less than thirty (30) days’
prior written notice to Owner.
(b) Upon termination of this Agreement pursuant to clause (a)
above, Owner shall have the right to recover from Purchaser, and Purchaser shall pay or
reimburse to Owner, the Termination Payment; provided, however, that if this Agreement has
been terminated pursuant to clause (a) above within sixty (60) days after the receipt by
Purchaser’s Manager of a proposed Reconstruction Plan and Rate Base Calculation, then
Purchaser shall have the right to Dispute such Reconstruction Plan or Rate Base Calculation
pursuant to the arbitration provisions set forth in Section 18.3. If Purchaser Disputes such
Reconstruction Plan or Rate Base Calculation, as described above, then the following
provisions shall apply:
(i)
In the event any such Dispute is resolved in favor of
Purchaser, and the projected Reconstruction Costs, as set forth in the Reconstruction Plan
delivered to the Management Committee under Section 16.3(c)(i) (or determined pursuant to the
arbitration provisions set forth in Section 18.3 in the event of an Impasse with respect thereto),
exceed, in the aggregate, the amount equal to (A) the unamortized rate base, as set forth in the
Rate Base Calculation delivered to the Management Committee under Section 16.3(c)(i) (or
determined pursuant to the arbitration provisions set forth in Section 18.3 in the event of an
Impasse with respect thereto), multiplied by (B) fifteen one-hundredths (0.15), then, in lieu of the
Termination Payment, Owner shall have the right to recover from Purchaser, and Purchaser shall
pay or reimburse to Owner, Owner’s Costs Plus EAFUDC.
(ii)
In the event clause (b)(i) above does not apply
following resolution of any such Dispute, Owner shall have the right to recover from Purchaser,
and Purchaser shall pay or reimburse to Owner, the Termination Payment.
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The Parties’ rights and obligations, following termination of this Agreement pursuant to this
Section 3.3.10, with respect to the property rights and interests associated with the Northern Pass
Transmission Line and the Decommissioning of the Northern Pass Transmission Line are
respectively set forth in Section 3.5(b) and Section 9.3.
Section 3.3.11.Purchaser Default.
(a)
accordance with Section 15.3(a).

Owner shall have the right to terminate this Agreement in

(b) Upon the exercise by Owner of its termination rights
pursuant to clause (a) above, Owner shall have the right to recover from Purchaser, and
Purchaser shall pay or reimburse to Owner, the Termination Payment. The Parties’ rights and
obligations, following termination of this Agreement pursuant to clause (a) above, with respect
to the property rights and interests associated with the Northern Pass Transmission Line and the
Decommissioning of the Northern Pass Transmission Line are respectively set forth in Section
3.5(b) and Section 9.3.
(c) The exercise by Owner of its termination rights pursuant to
clause (a) above shall constitute a waiver by Owner of all other remedies or damages that may
be available at law or in equity; provided, however, that Owner shall not waive its right to, and
Purchaser shall remain liable for, the Termination Payment, any amounts owed to Owner by
Purchaser under Section 3.4, Section 9.3.3(c), Section 9.3.4 or Section 9.3.5(d) and any
indemnification obligations of Purchaser to Owner under this Agreement, together with any
costs or expenses (including reasonable attorneys’ fees) reasonably incurred by Owner to
recover the Termination Payment or such indemnified or other amounts.
Section 3.3.12.Owner Default.
(a) Purchaser shall have the right to terminate this Agreement
in accordance with Section 15.4(a), Section 15.4(c) or Section 15.4(d).
(b) Except as otherwise provided in Section 3.6, upon the
exercise by Purchaser of its termination rights pursuant to clause (a) above, neither Party shall
have any liability to the other Party under this Agreement. The Parties’ rights and obligations,
following termination of this Agreement pursuant to clause (a) above, with respect to the
property rights and interests associated with the Northern Pass Transmission Line and the
Decommissioning of the Northern Pass Transmission Line are respectively set forth in Section
3.5(c) and Section 9.3.
(c) The exercise by Purchaser of its termination rights pursuant
to clause (a) above shall constitute a waiver by Purchaser of all other remedies or damages that
may be available at law or in equity; provided, however, that Purchaser shall not waive its right
to, and Owner shall remain liable for, any express remedy or measure of damages that are
owing to Purchaser or any express modification of Purchaser’s payment obligations that have
accrued under this Agreement before or as of such termination, any amounts owed to Purchaser
by Owner under Section 9.2, Section 9.3.3(d) or Section 9.3.4, any fees and expenses
reasonably incurred by Purchaser in enforcing Owner’s participation obligation pursuant to
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Section 18.3.5 and any indemnification obligations of Owner to Purchaser under this
Agreement, together with any costs or expenses (including reasonable attorneys’ fees)
reasonably incurred by Purchaser to recover such damages or such indemnified or other
amounts owed to Purchaser by Owner.
Section 3.4.

Termination Payments.

(a) Within sixty (60) days following the termination of this
Agreement pursuant to Section 3.3, Owner shall deliver to Purchaser a preliminary invoice that
sets forth Owner’s good faith estimate of the amounts owed to Owner by Purchaser under
Section 3.3, as such amounts may be adjusted pursuant to clause (c) below. Purchaser shall pay
the amounts set forth in such preliminary invoice within thirty (30) days following its receipt of
such preliminary invoice but otherwise in a manner consistent with Section 14.1.
(b) Promptly after the actual amounts owed to Owner by
Purchaser under Section 3.3 are known to Owner, but no later than thirty (30) days following
the end of the work associated with the Decommissioning of the Northern Pass Transmission
Line, Owner shall deliver to Purchaser a final invoice reconciling the estimated amounts owed
to Owner by Purchaser under Section 3.3 and paid by Purchaser with the actual amounts owed
to Owner by Purchaser under Section 3.3. If and to the extent the total amount paid by
Purchaser for the estimated amounts owed to Owner by Purchaser under Section 3.3 is greater
than the actual amounts owed to Owner by Purchaser under Section 3.3, then, concurrently
with the delivery of such final invoice, Owner shall refund to Purchaser the excess amounts
collected, together with interest thereon calculated pursuant to Section 14.5(a), in a single lump
sum and in immediately available funds or by wire transfer, in each case, in accordance with
wiring instructions provided to Owner by Purchaser in writing. If and to the extent the total
amount paid by Purchaser for the estimated amounts owed to Owner by Purchaser under
Section 3.3 is less than the actual amounts owed to Owner by Purchaser under Section 3.3, then
Purchaser shall pay a surcharge to Owner in the amount of such deficiency, together with
interest thereon calculated pursuant to Section 14.5(b), in a single lump sum due thirty (30)
days following the receipt by Purchaser of such final invoice but otherwise in a manner
consistent with Section 14.1. Either Party may deduct and setoff payment of such refund or
surcharge, as applicable, against any accrued but unpaid payment obligation of the other Party
to such Party hereunder.
(c) Any payments by or on account of any obligation of
Purchaser pursuant to Section 3.3 or Section 9.3 shall be made in such amounts as may be
necessary for all such payments, after any reduction or withholding for or on account of any
present or future taxes, levies, imposts, duties, fees, deductions, withholdings, assessments or
other charges imposed, levied, or assessed by or on behalf of any Governmental Authority, and
after payment by Owner of any Income Taxes with respect to such amounts (taking into
account any reduction in tax or other tax benefits resulting from, or attributable to, any amounts
deducted or withheld by Purchaser pursuant to this clause (c)), to yield an aggregate amount
that shall not be less than the amounts that Owner was entitled to recover pursuant to Section
3.3 or Section 9.3. If any taxes, levies, imposts, duties, fees, deductions, withholdings,
assessments or other charges are required by Applicable Law to be deducted or withheld by
Purchaser from any amounts owed to Owner by Purchaser under Section 3.3 or Section 9.3,
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then (i) Purchaser shall make such deductions or withholdings, and (ii) Purchaser shall timely
pay the full amount deducted or withheld to the relevant Governmental Authority in accordance
with Applicable Law. Notwithstanding anything herein to the contrary, the computation of the
adjustments required pursuant to this clause (c) shall be made without duplication of any
Federal Income Taxes, State Income Taxes or any other Taxes included in the definition of
Owner’s Costs or Decommissioning Costs, as applicable. The reconciliation process provided
in clause (b) above shall apply mutatis mutandis to the actual adjustments required pursuant to
this clause (c).
(d) The Parties acknowledge and agree that the payment of
amounts by Purchaser to Owner pursuant to Section 3.3, Section 3.4 or Section 9.3 is an
appropriate remedy and that any such payment does not constitute a forfeiture or penalty of any
kind. The Parties further acknowledge and agree that the damages for the termination of this
Agreement are difficult or impossible to determine and that the damages calculated under
Section 3.3, Section 3.4 or Section 9.3 constitute a reasonable approximation of the harm or
loss to Owner as a result thereof.
Section 3.5.

Allocation of Property Rights and Interests Following Termination.

(a) The following provisions shall apply upon the termination
of this Agreement pursuant to Section 3.3.2, Section 3.3.3, Section 3.3.4, Section 3.3.5, Section
3.3.6, Section 3.3.7 or Section 3.3.8:
the Owner Retained Property.

(i)

Owner shall have the right to retain or dispose of

(ii)
Subject to the receipt by Owner of all amounts
owed to it by Purchaser under this Agreement or the Letter Agreement, as applicable, Owner
shall promptly deliver to Purchaser a copy of the Design Materials. For a period of three (3)
years following the termination of this Agreement, Purchaser shall not use, or permit a third
party to use, the Design Materials to develop, with any Person other than Owner or its Affiliates,
an HVDC transmission line from the Province of Québec directly into or through the State of
New Hampshire, without the prior written consent of Owner.
Subject to the receipt by Owner of all amounts
(iii)
owed to it by Purchaser under this Agreement or the Letter Agreement, as applicable, Purchaser
shall have the option (exercisable by written notice to Owner) to acquire from Owner, without
additional cost to Purchaser or compensation to Owner, the Project Assets. In the event
Purchaser fails to exercise such option within thirty (30) days after the termination of this
Agreement, Owner shall salvage all Project Assets not acquired by Purchaser pursuant to this
clause (a)(iii) in accordance with Section 9.3.5(b).
(b) The following provisions shall apply upon the termination
of this Agreement pursuant to Section 3.3.9, Section 3.3.10 or Section 15.3(a):
(i)
Owner shall have the right to (A) subject to the
rights (if any) of any Financing Party under any of the Loan Agreements, retain or dispose of the
rights and interests associated with the Northern Pass Transmission Line, including, for the
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avoidance of doubt, the Owner Retained Property and (B) determine if and when to
Decommission the Northern Pass Transmission Line; provided that the Decommissioning, when
it occurs, is undertaken in accordance with Section 9.3.
(ii)
Purchaser shall have no right to acquire or use any
property rights and interests associated with the Northern Pass Transmission Line, except as may
be provided in the Purchaser’s Security Documents for any accrued but unpaid payment
obligation of Owner to Purchaser hereunder.
(c) The following provisions shall apply upon the termination
of this Agreement pursuant to Section 15.4(a), Section 15.4(c) or Section 15.4(d):
(i)
Subject to the rights (if any) of any Financing Party
under any of the Loan Agreements and the rights of Purchaser under the Purchaser’s Security
Documents or against Purchaser’s Lien, Owner shall retain the rights and interests associated
with the Northern Pass Transmission Line, including, for the avoidance of doubt, the Owner
Retained Property.
(ii)
Purchaser’s rights with respect to the property rights
and interests associated with the Northern Pass Transmission Line shall be governed by the
Purchaser’s Security Documents.
Section 3.6. Effect of Termination. Except as provided in Section 24.12 for the
survival of provisions, upon expiration or other termination of this Agreement pursuant to its
terms, each of the Parties shall be released from all of its obligations under this Agreement, other
than any accrued but unpaid payment obligation. Notwithstanding the foregoing sentence, upon
such expiration or termination of this Agreement, either Party shall have the right to recover any
costs or expenses (including reasonable attorneys’ fees) reasonably incurred by such Party to
recover any amounts owed to such Party by the other Party hereunder or to secure the release of
any security or performance assurance provided by or on behalf of such Party after the later to
occur of the end of the Term or the date on which any accrued but unpaid payment obligation of
such Party to the other Party hereunder shall have been fully, finally and indefeasibly satisfied.
ARTICLE 4
COMMERCIAL OPERATION
Section 4.1.

Commercial Operation Date.

(a) Owner shall provide a written non-binding notice to
Purchaser no later than sixty (60) days before the date Owner reasonably expects the
Commercial Operation Date to occur.
(b) At the reasonable request of Owner made in writing,
Purchaser shall, and shall use commercially reasonable efforts to cause its Affiliates to,
cooperate with Owner, TransÉnergie and ISO-NE to support the Commissioning of the HVDC
Transmission Project.
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(c) As soon as practicable after Owner is of the opinion that
the conditions to Commercial Operation, as set forth in Section 4.2, have been satisfied, or such
conditions have been waived in writing by the Parties (except in the case of Section 4.2(b),
Section 4.2(f), Section 4.2(g) and Section 4.2(h), which conditions may be waived in writing by
Purchaser, in its sole discretion), Owner shall deliver a written notice to Purchaser specifying
the date upon which Commercial Operation shall commence (the "COD Notice"), which
commencement date shall occur no earlier than ten (10) Business Days after the receipt by
Purchaser of the COD Notice or on such other date as agreed upon by the Parties in writing
(such date, the "Commercial Operation Date").
(d) Within five (5) Business Days after the receipt by
Purchaser of the COD Notice, Purchaser shall deliver a certificate to Owner either (i)
confirming that the conditions set forth in Section 4.2 have been satisfied or duly waived and
that Commercial Operation may commence on the Commercial Operation Date or (ii) objecting
with reasonable detail to the COD Notice. Purchaser’s failure to respond in writing to a COD
Notice within such five (5)-Business Day period shall be deemed to be a confirmation that the
conditions set forth in Section 4.2 have been satisfied or duly waived. Any Dispute over
whether or not the conditions set forth in Section 4.2 have been satisfied or duly waived shall
be resolved in accordance with Article 18. Regardless of the resolution of such Dispute, but
subject to the limitations provided in Section 4.3.1(a), for purposes of cost recovery under
Section 8.1.2, Owner shall have the right to continue to accrue AFUDC on the Construction
Costs and Carrying Charges on the Pre-COD Expenses for the period of time pending
resolution of such Dispute and until the Commercial Operation Date. Such Construction Costs
and Pre-COD Expenses shall include costs and expenses that are (A) incurred by Owner before
the Commercial Operation Date to maintain the Northern Pass Transmission Line in good
operating condition pending resolution of such Dispute and (B) recoverable under the Formula
Rate in accordance with Article 8.
Section 4.2. Conditions Precedent to Commercial Operation. The items set
forth in clauses (a) through (h) below shall be conditions precedent to the Commercial Operation
of the Northern Pass Transmission Line:
(a) Completion of the Commissioning of the HVDC
Transmission Project by Owner (in coordination with ISO-NE) and TransÉnergie;
(b) The Northern Pass Transmission Line has been constructed
in accordance with, and is capable of operating at, the Design Capability;

effect;

(c)

Completion of the AC Upgrades;

(d)

The Interconnection Agreements shall be in full force and

(e) The Transmission Operating Agreement shall be in full
force and effect and ISO-NE shall have informed Owner that ISO-NE (i) is prepared to assume
operational control over the Northern Pass Transmission Line, as defined in, and in accordance

1268726.06-WASSR01A - MSW

35

EXECUTION COPY

with, the Transmission Operating Agreement and (ii) will assume such operational control as of
the Commercial Operation Date;
(f) The Québec Line has been constructed in accordance with,
and is capable of operating at, the Design Capability;
(g) Receipt by Purchaser of copies of certificates evidencing all
outstanding insurance required or otherwise obtained under Section 5.3(a); and
(h) Receipt by Purchaser of an opinion of legal counsel,
reasonably satisfactory to Purchaser, that all Governmental Approvals and Third Party
Consents required to own and operate the Northern Pass Transmission Line have been obtained.
Section 4.3.

Delay in Commercial Operation.

Section 4.3.1. Owner Delay.
(a) If, as a result of an Owner Default, any conditions set forth
in Section 4.2 shall not have been satisfied or duly waived within one hundred eighty (180)
days following the later to occur of (i) the Target Date and (ii) the date upon which
TransÉnergie has certified to Owner in good faith that the Québec Line is ready for
Commissioning (such delay, an "Owner Delay," and such one hundred eightieth (180th) day,
"Owner’s Initial Deadline"), then, for purposes of cost recovery under Section 8.1.2, AFUDC
shall not be accrued on the Construction Costs and Carrying Charges shall not be accrued on
the Pre-COD Expenses, in each case, from and after Owner’s Initial Deadline.
(b) If an Owner Delay continues beyond the second (2nd)
anniversary of Owner’s Initial Deadline ("Owner’s Final Deadline"), then the following
provisions shall also apply:
(i)
Purchaser shall have the right to recover from
Owner, and Owner shall pay or reimburse to Purchaser, for each month (or part thereof)
following Owner’s Final Deadline during which the Owner Delay is continuing, an amount equal
to all penalties, damages, fees or other charges in respect of the Québec Line that are owed and
paid by HQP to TransÉnergie, if any, under the TransÉnergie OATT with respect to such month
(or part thereof); provided, however, that Owner’s maximum liability to Purchaser under this
clause (b)(i) shall not exceed, in the aggregate, an amount equivalent to the sum of the
transmission service payments in respect of the Québec Line that would have been owed by HQP
to TransÉnergie under the TransÉnergie OATT (the "OATT Payments") (exclusive of any
penalties, damages, fees or other charges) if the Québec Line was operating at its full expected
capacity following its commercial operation for the period commencing on Owner’s Final
Deadline and ending six (6) months thereafter or upon the earlier termination of this Agreement
pursuant to its terms. Any such penalties, damages, fees or other charges, when taken as a whole,
shall not exceed the amounts that would have been owed by a Person other than an Affiliate of
TransÉnergie in a comparable arm’s-length transaction or arrangement under the TransÉnergie
OATT. Purchaser shall use commercially reasonable efforts to cause HQP to mitigate the
amount of any such penalties, damages, fees or other charges. At Owner’s reasonable request,
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Purchaser shall make available to Owner any information reasonably necessary to support the
amounts owed to Purchaser by Owner pursuant to this clause (b)(i).
(ii)
The Parties acknowledge and agree that the
cessation of the accrual of AFUDC on Construction Costs and Carrying Charges on Pre-COD
Expenses, in each case, pursuant to clause (a) above and the payment of amounts by Owner to
Purchaser under clause (b)(i) above are an appropriate remedy and that any such modification or
payment does not constitute a forfeiture or penalty of any kind. The Parties further acknowledge
and agree that the damages for an Owner Delay are difficult or impossible to determine and that
the damages calculated hereunder constitute a reasonable approximation of the harm or loss to
Purchaser as a result thereof.
(iii)
Subject to the discharge by Owner of its obligations
under Section 5.7(a), the rights provided in Section 3.3.12 and this Section 4.3.1 shall
collectively be the sole and exclusive remedy of Purchaser with respect to an Owner Delay. The
foregoing sentence shall not be construed in any way to limit (A) Purchaser’s right to recover
any costs or expenses (including reasonable attorneys’ fees) reasonably incurred by Purchaser to
recover any amounts owed to Purchaser by Owner under this Agreement, (B) Purchaser’s rights
and remedies under the Purchaser’s Security Documents or Owner Guaranty or against
Purchaser’s Lien or any other financial assurances held by Purchaser or (C) Purchaser’s right to
recover payment of any indemnification obligations of Owner to Purchaser pursuant to Section
21.2.
Section 4.3.2. Other Delays. If, for any reason other than an Owner
Default, any conditions set forth in Section 4.2 shall not have been satisfied or duly waived by
the date upon which Owner has certified to Purchaser in good faith that the Northern Pass
Transmission Line is ready for Commissioning, then the following provisions shall apply:
(a) For purposes of cost recovery under Section 8.1.2, AFUDC
shall continue to be accrued on the Construction Costs and Carrying Charges shall continue to
be accrued on the Pre-COD Expenses, as provided in Section 8.1.2(e)(ii) and Section
8.1.2(e)(iii), in each case, during the period of delay during which any conditions set forth in
Section 4.2 have yet to be satisfied or duly waived.
(b) If such delay continues beyond the second (2nd)
anniversary of the later to occur of (i) the Target Date and (ii) the date upon which Owner has
certified to Purchaser in good faith that the Northern Pass Transmission Line is ready for
Commissioning (such second (2nd) anniversary date, "Purchaser’s Deadline"), then the
Commercial Operation Date shall be deemed to have occurred, and the Operation Phase shall
be deemed to have commenced, on Purchaser’s Deadline for all purposes under this Agreement
(provided this Agreement has not been terminated), and Purchaser shall commence payments
of the Transmission Service Payments in accordance with Article 14 as if the Northern Pass
Transmission Line had achieved Commercial Operation.
(c) For the avoidance of doubt, during such period of delay at
any time before Purchaser’s Deadline, Purchaser shall continue to have the right to terminate
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this Agreement under Section 3.3.8, and, from and after Purchaser’s Deadline, Purchaser shall
have the right to terminate this Agreement under Section 3.3.10.
ARTICLE 5
GENERAL RIGHTS AND RESPONSIBILITIES OF THE PARTIES
Section 5.1.

Responsibilities of the Parties.

Section 5.1.1. Development Phase. The Parties acknowledge and agree
that Owner, either directly or through its Affiliates, has commenced the development of the
technical design and scope of the Northern Pass Transmission Line consistent with the scope of
activities defined in, and the monthly reports and budgets provided under, the Letter Agreement.
Section 5.1.2. Construction Phase.
(a) During the Construction Phase, Owner shall (i) exercise
Good Utility Practice to complete, or cause the completion of, all tasks required to construct the
Northern Pass Transmission Line and achieve Commercial Operation by the Target Date, in
each case, in accordance with the Design Capability and in a manner consistent with
Attachment A, (ii) use commercially reasonable efforts (A) to obtain all of the Construction
Authorizations by the Approval Deadline, (B) to obtain, jointly with TransÉnergie, the NPCC
Approval by the Approval Deadline, (C) to obtain, in consultation with Purchaser or
Purchaser’s Affiliates, the ISO-NE Approval by the Approval Deadline and (D) to cause
Owner’s Affiliates that are AC Upgrade Owners to obtain any AC Upgrade Approvals for
which such Affiliates are responsible by the Approval Deadline, and (iii) use commercially
reasonable efforts to obtain all Owner Approvals (other than the Construction Authorizations)
by the Target Date. Provided that Owner has complied with its obligations under Section 2.1,
Section 2.3, Section 5.1.2(a)(ii) and Section 5.1.2(a)(iii), Owner shall not be in breach of, or be
liable to Purchaser under, this Agreement, and no Owner Default shall occur, as a consequence
of Owner’s failure to obtain an Owner Approval or an Operational Approval or any AC
Upgrade Owner’s failure to obtain an AC Upgrade Approval.
(b) The Parties intend that Owner and Hydro-Québec
Contractor will use commercially reasonable efforts to enter into, within a commercially
reasonable timeframe, a Construction Contract on terms and conditions that are customary for
the engineering, procurement and construction of projects of a similar nature to the Northern
Pass Transmission Line, but also giving due consideration to the particular context and
structure of the transactions contemplated hereby and thereby. The Parties also intend that
Owner and Hydro-Québec Lender will use commercially reasonable efforts to enter into, within
a commercially reasonable timeframe, the Construction Loan Agreement on terms and
conditions that are customary for fully secured project financings of a similar nature to the
Northern Pass Transmission Line, but also giving due consideration to the particular context
and structure of the transactions contemplated hereby and thereby.
(c) At Purchaser’s reasonable request made in writing, Owner
shall, and shall use commercially reasonable efforts to cause its Affiliates to, support and
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cooperate with Purchaser in order to enable Purchaser to enter into one or more facilities
agreements to pay for the costs to design, license, construct and operate the Additional AC
Upgrades.
(d) Owner shall cooperate with Purchaser and its Affiliates as
reasonably necessary for Purchaser or its Affiliates to obtain the Export Authorizations related
to the Northern Pass Transmission Line.
Financing:

(e)

The following provisions shall apply with respect to a Term

(i)
No later than three hundred sixty-five (365) days
before the Target Date, or such other date as the Management Committee may approve, the
Management Committee shall establish a timetable, procedures (the "Term Financing
Procedures") and Term Financing Parameters for a Term Financing to refinance the Construction
Loan Agreement. No later than three hundred sixty-five (365) days before the maturity date of
any Term Financing, the Management Committee shall establish a timetable, Term Financing
Procedures and Term Financing Parameters for the refinancing of such Term Financing.
(ii)
The Term Financing Parameters shall include a
requirement that the Term Financing be on terms and conditions that are customary for fully
secured project financings of a similar nature to the Northern Pass Transmission Line, but in no
event shall the Term Financing Procedures include any obligation for any Affiliate of Owner to
provide a guaranty, capital funds commitment or similar support agreement. The Term
Financing Procedures shall require Owner to seek a minimum number of competitive bids
(which may be in the form of proposals or commitment letters as specified in the Term Financing
Procedures) from potential lenders and shall permit Purchaser or one or more of its Affiliates to
submit a competitive bid for the Term Financing. In recognition that the costs of the Term
Financing are recoverable under the Formula Rate in accordance with Article 8, the Term
Financing Procedures shall also require that Owner negotiate the pricing terms of all or a
minimum number of competitive bids for the Term Financing (including interest, fees,
amortization and tenor) in good faith as though Owner were bearing such costs itself. Subject to
the immediately ensuing sentence, Owner shall comply in all material respects with the timetable,
Term Financing Procedures and Term Financing Parameters for the initial Term Financing or
any subsequent Term Financing. If, as a result of market conditions, Owner is reasonably unable
to comply with such timetable, Term Financing Procedures or Term Financing Parameters,
Owner shall consult with the Management Committee, and the Management Committee shall
appropriately revise the timetable, Term Financing Procedures or Term Financing Parameters, as
applicable, consistent with such market conditions.
(iii)
Purchaser shall have the right to review the Term
Loan Agreement prior to its execution and effectiveness to confirm that the terms and conditions
thereof are not in conflict in any material respect with the Term Financing Parameters
established or revised by the Management Committee.
(iv)
Owner shall not enter into any subsequent
amendment or other modification with respect to any Term Financing that would materially
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increase the costs recoverable from Purchaser under this Agreement unless approved by the
Management Committee.
(v)
Any Impasse under this Section 5.1.2(e) shall be
resolved pursuant to the arbitration provisions set forth in Section 18.3, but any such resolution
shall be consistent with the terms of this Section 5.1.2(e).
Section 5.2.

Budgets and Reports.

Section 5.2.1. Preliminary Budget and Schedule.
(a) Within forty-five (45) days after the Execution Date,
Owner shall prepare and submit to the Management Committee for review and approval a
Project Budget and Project Schedule (together, as established herein, the "Preliminary Budget
and Schedule"), together with a Cost-of-Service Estimate. At the request of Purchaser’s
Manager, Owner shall provide the Management Committee with copies of the data, invoices,
price sheets and other information utilized in the preparation of the proposed Preliminary
Budget and Schedule, and shall make the personnel responsible for preparing such Preliminary
Budget and Schedule available during normal business hours and upon reasonable advance
notice to discuss such Preliminary Budget and Schedule with the Management Committee. At
the request of Purchaser’s Manager, Owner shall provide the Management Committee with
access to, and copies of, all reasonably requested documentation concerning the Cost-ofService Estimate.
(b) The Management Committee shall promptly review the
proposed Preliminary Budget and Schedule, and may approve such Preliminary Budget and
Schedule in whole or in part. If an Impasse occurs with respect to the proposed Preliminary
Budget and Schedule (or any part thereof), then the Impasse shall not be resolved under the
dispute resolution provisions herein, and instead, subject to Purchaser’s termination rights
under Section 3.3.2, the proposed Preliminary Budget and Schedule, with any changes agreed
upon by the Management Committee, shall be deemed to be (i) in effect upon the
commencement of the Construction Phase and (ii) approved by the Management Committee as
of such date for purposes of Section 8.1.4(c)(i).
Section 5.2.2. Construction Budget and Schedule.
(a) On a quarterly basis beginning in the fourth (4th) full
calendar month during the Construction Phase, but no later than the end of the fourth (4th)
calendar month after the receipt by Purchaser’s Manager of the most recent quarterly
Construction Budget and Schedule delivered to the Management Committee under this clause
(a), or as required under Section 16.3(b)(i), Owner shall prepare and submit to the Management
Committee for review and approval an update of the Preliminary Budget and Schedule (such
updated budget and schedule as established herein, the "Construction Budget and Schedule").
At the request of Purchaser’s Manager, Owner shall provide the Management Committee with
copies of the data, invoices, price sheets and other information utilized in the preparation of the
Construction Budget and Schedule, and shall make the personnel responsible for preparing the
Construction Budget and Schedule available during normal business hours and upon reasonable
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advance notice to discuss the proposed Construction Budget and Schedule with the
Management Committee.
(b) The Management Committee shall promptly review the
proposed Construction Budget and Schedule, and may approve the Construction Budget and
Schedule in whole or in part. If an Impasse occurs with respect to the proposed Construction
Budget and Schedule (or any part thereof), then the Impasse shall not be resolved under the
dispute resolution provisions herein, and instead, subject to Purchaser’s termination rights
under Section 3.3.6 or Section 3.3.8, as applicable, the proposed Construction Budget and
Schedule, with any changes agreed upon by the Management Committee, shall be deemed to be
(i) in effect upon the sixty-first (61st) day after the receipt by Purchaser’s Manager of such
Construction Budget and Schedule and (ii) approved by the Management Committee as of such
date for purposes of Section 8.1.4(c)(i).
Section 5.2.3. Estimated Wind-Down Costs.
(a) Beginning on the date on which the first Construction
Budget and Schedule is delivered to the Management Committee under Section 5.2.2 and on an
annual basis thereafter concurrently with the delivery of every fourth (4th) Construction Budget
and Schedule subsequently delivered to the Management Committee under Section 5.2.2,
Owner shall prepare and submit to Purchaser an estimate of the Estimated Wind-Down Costs as
of the Redetermination Date associated with such Construction Budget and Schedule. Owner
shall provide Purchaser with access to, and copies of, all reasonably requested documentation
concerning the Estimated Wind-Down Costs.
(b) If Purchaser believes that the Estimated Wind-Down Costs
are incorrect or inconsistent with the standard set forth in the definition thereof, then Purchaser
shall have the right to submit the matter to the Management Committee for resolution solely for
the purpose of redetermining the Determined Cap during the Construction Phase, as
contemplated by Section 17.1.1(d). If an Impasse occurs with respect to such matter, then the
matter shall be resolved in accordance with Section 18.1(b) solely for the purpose of
redetermining the Determined Cap during the Construction Phase, as contemplated by Section
17.1.1(d).
Section 5.2.4. Budget Overruns; Progress Reports.
(a) Owner shall use commercially reasonable efforts not to
exceed the budgeted amounts set forth in the Preliminary Budget and Schedule or applicable
Construction Budget and Schedule; provided, however, that all Project Costs (and
Reconstruction Costs, if applicable) actually incurred by Owner, whether or not set forth in
such Preliminary Budget and Schedule or applicable Construction Budget and Schedule, shall
be recoverable under the Formula Rate in accordance with Article 8.
(b) Owner shall prepare and submit to the Management
Committee for review during each calendar month during the Construction Phase a progress
report for informational purposes that sets forth in reasonable detail (i) the Project Costs
actually incurred in the prior month and the activities associated therewith and (ii) the current
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status of the milestones set forth in the Construction Budget and Schedule, including any
changes in the expected timelines and the status of all Owner Approvals (collectively, the
"Construction Progress Report"). At the request of Purchaser’s Manager, Owner shall, or shall
cause each Contractor to, provide the Management Committee with access to, and copies of, all
reasonably requested documentation concerning such Construction Progress Report.
(c) Owner shall, or shall cause the principal Contractor to,
notify the Management Committee promptly, but in no event later than ten (10) days, after
Owner, or such Contractor, becomes aware that (i) the Commercial Operation of the Northern
Pass Transmission Line is not reasonably likely to occur by the Target Date or (ii) the
aggregate costs and expenses required to develop, finance, design, site, construct and
Commission the Northern Pass Transmission Line and the AC Upgrades are reasonably likely
to exceed either of the minimum thresholds needed for Purchaser to terminate this Agreement
under Section 3.3.6.
Section 5.3.

Insurance and Events of Loss.

(a) Owner shall obtain and maintain insurance of the type, in
such amounts and on such terms as required by the Management Committee from time to time.
Owner shall have the right, in its sole discretion, to obtain additional insurance (in amount or
type) consistent with Good Utility Practice and shall acquire such insurance as may be required
by any Financing Party. All premiums and other costs of property, liability or other insurance
obtained by Owner in connection with the Northern Pass Transmission Line, or the ownership,
development, engineering, construction or operation thereof, shall be recoverable under the
Formula Rate in accordance with Article 8. Owner shall provide Purchaser with copies of
certificates of all outstanding insurance obtained hereunder promptly after the receipt thereof
by Owner.
(b) The Parties’ rights and obligations, following a Loss
Occurrence or other loss of, destruction of or damage to, or any condemnation of, the Northern
Pass Transmission Line due to an event of Force Majeure, are set forth in Article 16.
Section 5.4. Compliance with Laws. At all times during the Term, the Parties
shall comply with all Applicable Laws (including ISO-NE Rules to the extent applicable) and
relevant Governmental Approvals and Third Party Consents.
Section 5.5. Third Party Contracts. At all times during the Term, Owner shall
(a) discharge its obligations under and (b) administer all third-party contracts entered into in
connection with the Northern Pass Transmission Line or the AC Upgrades, in each case, in a
commercially reasonable manner; provided, however, that Owner shall not be in breach of its
obligations under the foregoing clause (a) if, due to a breach by Hydro-Québec Lender of its
funding obligation under the Construction Loan Agreement, Owner fails to discharge any
payment obligation under any such third-party contract. Provided that Owner has complied with
its obligations under the foregoing sentence, Owner shall not be in breach of, or be liable to
Purchaser under, this Agreement, and no Owner Default shall occur, as a consequence of any act
or omission by any Contractor or AC Upgrade Owner, and all increased costs, expenses, fines
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and penalties resulting therefrom (including reasonable attorneys’ fees) shall be recoverable
under the Formula Rate in accordance with Article 8.
Section 5.6. Equity Commitment. Owner shall, and hereby commits to
Purchaser that it will, finance a portion of the Project Costs through contributions to the equity
capital of Owner in a manner consistent with Owner’s obligations under Section 8.3(a). Without
limiting Owner’s obligations under the foregoing sentence, Owner shall enter into an equity
commitment agreement with Northeast Utilities, and shall cause Northeast Utilities to enter into
such equity commitment agreement with Owner, in each case, no later than the Distribution Date,
pursuant to which agreement Northeast Utilities shall commit annually during the Construction
Phase to provide, either directly or through a subsidiary, equity capital consistent with Owner’s
obligations under the foregoing sentence, which equity commitment is expected to be based upon
the amounts set forth in the Construction Budget and Schedule for the upcoming year. The
Parties acknowledge and agree that such equity commitment will be used only to finance Project
Costs during the Construction Phase and may not be applied towards, or accelerated to settle, any
claims resulting from an Owner Default, other than pursuant to this Section 5.6. For the
avoidance of doubt, Owner’s rights under such equity commitment agreement shall be part of the
collateral pledged to Hydro-Québec Lender to secure Owner’s obligations under the
Construction Loan Agreement.
Section 5.7.

Owner’s Obligation to Cure; Purchaser’s Losses.

(a) Owner shall use commercially reasonable efforts to cure, at
its own cost and expense, any Owner Default in a commercially reasonable timeframe
consistent with Good Utility Practice, and no such cost or expense shall be recoverable under
the Formula Rate. For the avoidance of doubt, the foregoing sentence shall apply in the event
of a delay in Commercial Operation due to an Owner Delay or in the event of a Non-Excused
Outage.
(b) Neither Purchaser nor its Affiliates shall be entitled to
recover from Owner any losses, damages, costs or expenses related to the Québec Line or
arising under the TransÉnergie OATT, except as provided in Section 4.3.1 or Section 7.4.2.
Section 5.8. Continuity of Rights and Responsibilities. Unless otherwise
agreed in writing by the Parties or prohibited by Applicable Law, the Parties shall continue to
provide service and honor commitments under this Agreement and continue to make payments in
accordance with this Agreement pending resolution of any bona fide Impasse or other Dispute
hereunder or relating hereto.
ARTICLE 6
PROCEDURES FOR OPERATION AND MAINTENANCE OF
THE NORTHERN PASS TRANSMISSION LINE
Section 6.1.

Transmission Operating Agreement; ISO-NE Operational Control.

(a) Prior to entering into the Transmission Operating
Agreement, Owner shall consult with the Management Committee with respect to the proposed
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terms and conditions thereof. The Management Committee shall promptly provide comments,
if any, to Owner on such terms and conditions. Owner shall make a good faith effort to take
into account any comments made by the Management Committee that are consistent with
FERC rules and policies.
(b) As of the Commercial Operation Date, Owner shall transfer
operational control over the Northern Pass Transmission Line, as defined in the Transmission
Operating Agreement, to Transmission Operator in accordance with the Transmission
Operating Agreement. Owner shall provide, and shall direct its Affiliates to provide, such
information as Transmission Operator may require to discharge its obligations under the
Transmission Operating Agreement, and Owner shall comply with the instructions of
Transmission Operator to the extent provided in the Transmission Operating Agreement and
the ISO-NE Tariff. The Parties acknowledge and agree that Owner shall not be in breach of, or
be liable to Purchaser under, this Agreement, and no Owner Default shall occur, as a
consequence of Owner’s compliance with such instructions of Transmission Operator; provided
that Owner did not initiate or support instructions that would otherwise breach Owner’s
obligations under this Agreement.
Section 6.2. Good Utility Practice; Regulatory and Reliability Requirements.
From and after the Commercial Operation Date, Owner shall (a) provide Firm Transmission
Service and Additional Transmission Service, (b) operate and maintain the Northern Pass
Transmission Line in accordance with Good Utility Practice and in compliance with all
applicable regulatory requirements, including applicable NERC and NPCC reliability standards,
and (c) comply with all applicable operating instructions and manufacturers’ warranties. The
costs associated with the discharge by Owner of its obligations under the foregoing clauses (a),
(b) and (c) shall be recoverable under the Formula Rate in accordance with Article 8.
Section 6.3.

Annual Plan and Operating Budget and Multiyear Outlook.

(a) No later than one hundred twenty (120) days before the
start of each Contract Year or, in the case of the first Contract Year during which Owner is
obligated to provide Firm Transmission Service hereunder, no later than one hundred twenty
(120) days before the date Owner reasonably expects the Commercial Operation Date to occur,
Owner shall deliver to the Management Committee the Annual Plan and Operating Budget for
the following Contract Year, along with a non-binding Capital Plan for the following five (5)
Contract Years (a "Multiyear Outlook"). Upon request by the Management Committee, Owner
shall provide the Management Committee with copies of the data, invoices, price sheets and
other information utilized in the preparation of any Annual Plan and Operating Budget and
shall make the personnel responsible for its preparation available during normal business hours
and upon reasonable advance notice to discuss the proposed Annual Plan and Operating Budget
with the Management Committee. Owner shall also provide the Management Committee with
access to, and copies of, all reasonably requested documentation concerning the Multiyear
Outlook.
(b) The Management Committee shall attempt to agree upon
the Annual Plan and Operating Budget within sixty (60) days following its receipt thereof, and
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the Management Committee may approve the proposed Annual Plan and Operating Budget in
whole or in part.
(i)
If the Management Committee approves the Annual
Plan and Operating Budget (or any part thereof) the costs associated with the approved activities
shall not be subject to challenge on prudence grounds under Section 8.1.4. Notwithstanding the
foregoing sentence, if the costs incurred by Owner to perform any activity in an approved
Annual Plan and Operating Budget exceed, in the aggregate, the amount in the approved Annual
Plan and Operating Budget for such activity, Purchaser shall then have the right to challenge the
prudence of the costs that exceed such approved amount pursuant to Section 8.1.4.
(ii)
If Purchaser’s Authorized Representative votes
against the approval of all or any part of the activities set forth in the Annual Plan and Operating
Budget, and Owner nonetheless performs the unapproved activities, Purchaser shall have the
right to challenge the prudence of Owner’s expenditures on such unapproved activities pursuant
to Section 8.1.4.
(iii)
If Purchaser’s Authorized Representative votes
against the approval of all or any part of the activities set forth in the Annual Plan and Operating
Budget, and Owner thereafter chooses not to perform activities that have not been approved,
Owner’s failure to undertake any such activities not approved by the Management Committee
shall not constitute a violation of Good Utility Practice or a breach by Owner of its obligations
hereunder with respect to any such activities, and Purchaser shall have no right to recover losses
or damages from, or assert any claim against, Owner as a result of such failure. In addition,
Owner shall have the right to recover from Purchaser, and Purchaser shall pay or reimburse to
Owner, an amount equal to any penalties assessed by FERC, NERC or any other Governmental
Authority for violations of Applicable Law by Owner, its Affiliates or any of its or their thirdparty contractors as a result of such failure.
(iv)
In the event Owner becomes aware that the
aggregate O&M Costs and Planned CapEx Costs to be incurred during any Contract Year are
likely to exceed the budgeted amounts therefor, as set forth in the Annual Plan and Operating
Budget, by more than fifteen percent (15%), Owner shall promptly notify the Management
Committee. At the request of Purchaser’s Manager, Owner shall provide the Management
Committee, as applicable, with access to, and copies of, all reasonably requested documentation
concerning such O&M Costs or Planned CapEx Costs.
(v)
The budgeted amounts for O&M Costs and Planned
CapEx Costs, as set forth in any Annual Plan and Operating Budget approved by the
Management Committee or otherwise contemplated by Section 6.2, shall be used to calculate
Transmission Service Payments under the Formula Rate and shall be recoverable under the
Formula Rate in accordance with Article 8, subject to reconciliation, as described in Section 14.2,
to account for differences between the budgeted and actual O&M Costs and Planned CapEx
Costs.
(c) The Management Committee shall also attempt to agree
upon the Multiyear Outlook within sixty (60) days following its receipt thereof solely for the
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purpose of redetermining the Determined Cap during the Operation Phase, as contemplated by
Section 17.1.1(d), and the Management Committee may approve the proposed Multiyear
Outlook in whole or in part. If an Impasse occurs with respect to the proposed Multiyear
Outlook, then the Impasse shall be resolved in accordance with Section 18.1(b) solely for the
purpose of redetermining the Determined Cap during the Operation Phase, as contemplated by
Section 17.1.1(d). The Capital Plan for any Contract Year shall not be deemed to be imprudent
solely on the basis that such Capital Plan varied from any Multiyear Outlook that included such
Contract Year. Purchaser shall not waive any right to challenge the prudence of any Capital
Plan for any Contract Year solely on the basis that the Management Committee approved any
Multiyear Outlook that included such Contract Year.
Section 6.4.

Estimated Wind-Down Costs.

(a) Beginning on the date on which the first Annual Plan and
Operating Budget is delivered to the Management Committee under Section 6.3 and thereafter
concurrently with the delivery of every third (3rd) Annual Plan and Operating Budget
subsequently delivered to the Management Committee under Section 6.3, Owner shall prepare
and submit to Purchaser an estimate of the Estimated Wind-Down Costs as of the upcoming
Redetermination Date. Owner shall provide Purchaser with access to, and copies of, all
reasonably requested documentation concerning the Estimated Wind-Down Costs.
(b) If Purchaser believes that the Estimated Wind-Down Costs
are incorrect or inconsistent with the standard set forth in the definition thereof, then Purchaser
shall have the right to submit the matter to the Management Committee for resolution solely for
the purpose of redetermining the Determined Cap during the Operation Phase, as contemplated
by Section 17.1.1(d). If an Impasse occurs with respect to such matter, then the matter shall be
resolved in accordance with Section 18.1(b) solely for the purpose of redetermining the
Determined Cap during the Operation Phase, as contemplated by Section 17.1.1(d).
Section 6.5. Scheduled Maintenance. Unless approved by the Management
Committee, or unless the Transmission Operator or TransÉnergie requires otherwise, Owner
shall not perform or otherwise undertake, and shall cause third parties not to perform or
otherwise undertake, any scheduled maintenance or capital project with respect to the Northern
Pass Transmission Line that requires any interruption or reduction of scheduling rights over the
Northern Pass Transmission Line during the months of January, February, March, June, July,
August, September and December.
Section 6.6.

Extraordinary Capital Expenditures.

(a) In the event Owner determines that any Extraordinary
CapEx is required, Owner shall promptly notify the Management Committee and deliver to it
information relating to the cost and expected scope and nature of the Extraordinary CapEx,
including any expected outages and overhauls of the Northern Pass Transmission Line
associated therewith (the "Extraordinary CapEx Plan"). At the request of Purchaser’s Manager,
Owner shall provide the Management Committee with access to, and copies of, all reasonably
requested documentation concerning such Extraordinary CapEx Plan.
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(b) The Management Committee shall attempt to agree upon
any Extraordinary CapEx Plan as soon as practicable after its receipt thereof, and the
Management Committee may approve the proposed Extraordinary CapEx Plan in whole or in
part; provided, however, that, subject to Purchaser’s rights under Section 8.1.4, no Management
Committee approval shall be required for any Extraordinary CapEx Plan that does not exceed
One Million Dollars ($1,000,000).
(c) Section 6.3(b)(i), Section 6.3(b)(ii) and Section 6.3(b)(iii)
shall apply mutatis mutandis to costs incurred by Owner to perform Extraordinary CapEx that
is approved or not approved by the Management Committee.
(d) Any Extraordinary CapEx Plan shall be used to calculate
Transmission Service Payments under the Formula Rate and the costs set forth therein shall be
recoverable under the Formula Rate in accordance with Article 8, subject to reconciliation, as
described in Section 14.2, to account for differences between the budgeted and actual
Extraordinary CapEx Costs.
Section 6.7. Record of Management Committee Decisions. The minutes for
any meeting at which a vote was held with respect to a proposed Annual Plan and Operating
Budget or Extraordinary CapEx Plan, as applicable, or any unanimous written consent in lieu
thereof, shall expressly set forth in reasonable detail the grounds on which Purchaser’s
Authorized Representative disapproved of any maintenance or capital expenditure set forth in
such Annual Plan and Operating Budget or Extraordinary CapEx Plan, as applicable, and the
reasons therefor.
ARTICLE 7
PURCHASER’S TRANSMISSION RIGHTS OVER THE NORTHERN PASS
TRANSMISSION LINE
Section 7.1.

Transmission Service.

Section 7.1.1. Firm Transmission Service. Owner shall make available to
Purchaser, from and after the Commercial Operation Date, transmission capacity on the Northern
Pass Transmission Line in order to deliver electrical energy, as scheduled by Purchaser or by a
third party under the resale provisions of Article 10, in an amount equal to the Contract Capacity
("Firm Transmission Service"). Firm Transmission Service shall be made available over the
Northern Pass Transmission Line at any time from and after the Commercial Operation Date, in
a north-to-south and south-to-north direction, between the U.S. Border and the Delivery Point.
Firm Transmission Service shall be subject to curtailment or interruption only as a result of an
Excused Outage or as provided in Section 15.3(b). Without limiting Owner’s obligations under
this Section 7.1.1, the quantity of Firm Transmission Service that Owner will provide in any hour
shall not exceed the Total Transfer Capability for such hour.
Section 7.1.2. Additional Transmission Service. To the extent (a)
transmission capacity in excess of the Contract Capacity in a north-to-south or south-to-north
direction is necessarily incidental to the design, engineering, construction or operation of the
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Northern Pass Transmission Line, as described in this Agreement, and (b) ISO-NE permits the
scheduling of transmission service using such incidental transmission capacity during any hour
(or such other permissible scheduling period adopted by ISO-NE), then Owner shall make
available to Purchaser, from and after the Commercial Operation Date, non-firm transmission
service in an amount equal to such incidental transmission capacity ("Additional Transmission
Service"). Additional Transmission Service shall be subject to curtailment or interruption by
ISO-NE in accordance with the ISO-NE Tariff or upon determination by the Management
Committee that the provision of the Additional Transmission Service would degrade the
provision of Firm Transmission Service. For the avoidance of doubt, the unavailability of, or
any curtailment or interruption in, all or any portion of Additional Transmission Service shall not
constitute an Excused Outage under Section 7.3 or Non-Excused Outage under Section 7.4, and
any such unavailability, curtailment or interruption shall not affect the calculation of the size of
any Excused Outage under Section 7.3 or Non-Excused Outage under Section 7.4.
Section 7.1.3. Limitation on Transmission Service. Owner shall have no
obligation to provide transmission service under this Agreement other than Firm Transmission
Service and Additional Transmission Service. Purchaser shall have no right to redirect service to
alternate points of delivery or receipt on any portion of the transmission system operated by ISONE other than the Northern Pass Transmission Line.
Section 7.1.4. Scheduling. All Firm Transmission Service and Additional
Transmission Service shall be scheduled in accordance with the rules relating to the scheduling
of electrical energy or capacity transactions over the Northern Pass Transmission Line, as
established under the Transmission Operating Agreement (the "Scheduling Rules").
Section 7.1.5. Owner’s Cooperation.
(a) Without limiting the generality of Owner’s express
obligations under Section 7.1.1 and Section 7.1.2, but subject to the limitations provided in
Section 11.2(c), to the extent permitted by the FERC Authorization and ISO-NE Rules and
consistent with Good Utility Practice, at Purchaser’s reasonable request, Owner shall cooperate
with Purchaser and ISO-NE in order to permit Purchaser to realize the full reliability and
economic benefits intended under this Agreement.
(b) Owner shall provide Purchaser with notice of any FERC
regulatory proceedings to which Owner is a party promptly after Owner becomes aware of any
such proceeding. Owner shall not take any position in such proceeding that is inconsistent with
its obligations under this Agreement.
Section 7.2.

Damages Under Third Party Contracts.

(a) Subject to the rights of any Financing Party, if and to the
extent Owner receives or is entitled to receive damages, whether liquidated or otherwise, or
other amounts payable in connection with a third party’s breach of its obligations under, or
termination (for whatever reason) of, any Construction Contract (including any Construction
Contract with Hydro-Québec Contractor) or other contract (including any contract with the
OASIS Administrator) entered into in connection with the Northern Pass Transmission Line or
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the AC Upgrades, Owner shall credit the amounts received by Owner to Purchaser under the
Formula Rate, net of reasonable fees (including attorneys’ fees) and other expenses incurred by
Owner in connection with the receipt and final collection of such amounts.
(b) Owner shall use commercially reasonable efforts to pursue
the collection or recovery of any such amounts and otherwise seek to enforce its rights under
any Construction Contract (including any Construction Contract with Hydro-Québec
Contractor), insurance policy or other third-party contract (including any contract with an
Affiliate of Northeast Utilities) entered into by Owner in connection with the Northern Pass
Transmission Line or the AC Upgrades.
Section 7.3.

Excused Outages or Reductions.

(a) Notwithstanding anything herein to the contrary, Owner
shall not be in breach of, or be liable to Purchaser for any losses or damages under, this
Agreement, and no Owner Default shall occur, as a consequence of an Excused Outage.
"Excused Outages" means any outages of the Northern Pass Transmission Line or reductions in
the Total Transfer Capability below the Contract Capacity (whether as a result of a physical
condition, legal impediment or otherwise), if and to the extent due to any reason other than
Owner’s failure to (i) exercise Good Utility Practice or (ii) otherwise discharge its obligations
under this Agreement.
(b) For the avoidance of doubt, Excused Outages shall include
outages of the Northern Pass Transmission Line or reductions in the Total Transfer Capability
below the Contract Capacity due to the following events, but only to the extent they satisfy the
definition set forth in last sentence of clause (a) above:
(i)

Events of Force Majeure;

(ii)
Scheduled maintenance, if and to the extent
required to discharge Owner’s obligations under Section 6.2 or Section 5.4 and consistent with
Owner’s obligations under Section 6.5;
(iii)
Outages or reductions in the use or availability of
transmission lines other than the Northern Pass Transmission Line;
(iv)
Decisions of TransÉnergie or conditions in the
electric system located in the Province of Québec, including the unavailability of the Québec
Line, in whole or in part; and
(v)
Decisions of ISO-NE, including a decision to
reduce or suspend the scheduling rights over the Northern Pass Transmission Line as a result of
any grid reliability issue or to preserve facilities and equipment from physical damage.
(c) Purchaser shall be obligated, during any Excused Outage,
to pay the Transmission Service Payment in accordance with Article 8 and Article 14 to the
same extent as if such Excused Outage had not occurred, except as provided in Section 16.4 for
any Extended Outage. Owner shall use commercially reasonable efforts to (i) seek to avoid and
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(ii) mitigate or remedy any Excused Outage in a commercially reasonable timeframe consistent
with Good Utility Practice.
Section 7.4.

Non-Excused Outages or Reductions.

Section 7.4.1. Reduction in Transmission Service Payments. Unless
otherwise excused under Section 7.3 or Article 16, if and to the extent an outage of the Northern
Pass Transmission Line or reduction in the Total Transfer Capability below the Contract
Capacity (whether as a result of a physical condition, legal impediment or otherwise) is due to
Owner’s failure to (a) exercise Good Utility Practice or (b) otherwise discharge its obligations
hereunder (a "Non-Excused Outage"), the Transmission Service Payment for such period shall be
reduced by an amount that bears the same ratio to the Transmission Service Payment as the
amount of unavailable transmission capacity resulting from such Non-Excused Outage bears to
the Contract Capacity and Owner shall have no right to recover such amounts. Any Dispute over
whether or not or to what extent a Non-Excused Outage has occurred shall be resolved in
accordance with Article 18. For the avoidance of doubt, pending resolution of any such Dispute,
Purchaser’s right, pursuant to this Section 7.4.1, to any reduction in the Transmission Service
Payments shall be suspended.
Section 7.4.2. Québec Damages.
In addition to the reduction in
Transmission Service Payments contemplated by Section 7.4.1, Purchaser shall have the right to
recover from Owner, and Owner shall pay or reimburse to Purchaser, for each month (or part
thereof) of any Non-Excused Outage, an amount equal to the OATT Payment with respect to
such month (or part thereof) or, to the extent Purchaser acquires replacement transmission
service during such month (or part thereof), the Replacement Transmission Cost for the replaced
transmission capacity, if less expensive than such OATT Payment (the "Québec Damages");
provided, however, that Owner’s liability to Purchaser for any Québec Damages shall not
commence unless and until such time as the aggregate amount of unavailable transmission
capacity resulting from Non-Excused Outages (which amount shall be converted to, and
expressed in, megawatt-hours) exceeds the Initial Allowance in any Contract Year; provided,
further, however, that, with respect to any Non-Excused Outage, Owner’s maximum liability to
Purchaser for any Québec Damages that are related to such Non-Excused Outage (regardless of
the duration of such Non-Excused Outage) shall not exceed, in the aggregate, an amount
equivalent to the sum of the OATT Payments for the period commencing on the later to occur of
(i) the first date of such Non-Excused Outage and (ii) the date on which the aggregate amount of
unavailable transmission capacity that is attributable to Non-Excused Outages (expressed in
megawatt-hours) exceeds the Initial Allowance in any Contract Year and ending six (6) months
thereafter or upon the earlier termination of this Agreement pursuant to its terms. Any such
Québec Damages, when taken as a whole, shall not exceed the amounts that would have been
owed by a Person other than an Affiliate of TransÉnergie in a comparable arm’s-length
transaction or arrangement under the TransÉnergie OATT. Purchaser shall use commercially
reasonable efforts to cause HQP to mitigate the amount of any Québec Damages. At Owner’s
reasonable request, Purchaser shall make available to Owner any information reasonably
necessary to support the amounts owed to Purchaser by Owner pursuant to this Section 7.4.2.
Section 7.4.3. Liquidated Damages. The Parties acknowledge and agree
that the modification of Purchaser’s payment obligations pursuant to Section 7.4.1 and the
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payment of amounts by Owner to Purchaser under Section 7.4.2 are an appropriate remedy and
that any such modification or payment does not constitute a forfeiture or penalty of any kind.
The Parties further acknowledge and agree that the damages for a Non-Excused Outage are
difficult or impossible to determine and that the damages calculated hereunder constitute a
reasonable approximation of the harm or loss to Purchaser as a result thereof.
Section 7.4.4. Sole and Exclusive Remedy. Subject to the discharge by
Owner of its obligations under Section 5.7(a), the rights provided in Section 3.3.12 and this
Section 7.4 shall collectively be the sole and exclusive remedy of Purchaser with respect to a
Non-Excused Outage. The foregoing sentence shall not be construed in any way to limit (a)
Purchaser’s right to recover any costs or expenses (including reasonable attorneys’ fees)
reasonably incurred by Purchaser to recover any amounts owed to Purchaser by Owner under
this Agreement, (b) Purchaser’s rights and remedies under the Purchaser’s Security Documents
or Owner Guaranty or against Purchaser’s Lien or any other financial assurances held by
Purchaser or (c) Purchaser’s right to recover payment of any indemnification obligations of
Owner to Purchaser pursuant to Section 21.2.
Section 7.5. Metering.
Metering and telemetering requirements for the
Northern Pass Transmission Line shall be established by the Management Committee in
accordance with Good Utility Practice and as necessary to (a) accomplish the purposes of, and to
implement and administer, this Agreement and (b) satisfy the requirements of, and to implement
and administer, the Interconnection Agreement and the Transmission Operating Agreement. If
an Impasse occurs with respect to such metering and telemetering requirements, then the matter
shall be resolved in accordance with Section 18.1(b). All costs incurred by Owner in connection
with metering and telemetering for the Northern Pass Transmission Line shall be recoverable
under the Formula Rate in accordance with Article 8.
ARTICLE 8
PAYMENT FOR TRANSMISSION SERVICE OVER THE NORTHERN PASS
TRANSMISSION LINE
Section 8.1.

Transmission Service Payment; Application of Formula Rate.

Section 8.1.1. Letter Agreement.
In the event this Agreement is
terminated under Section 3.3.2, Owner’s right to recover from Purchaser any costs or expenses
incurred by Owner in connection with the Northern Pass Transmission Line shall be as provided
in the Letter Agreement and subject to FERC approval, and Purchaser shall have no obligation
for any charges under this Agreement (other than as provided in the Letter Agreement).
Section 8.1.2. Charges under the Formula Rate.
(a) Prior to the Commercial Operation Date, Owner shall not
invoice Purchaser for any Transmission Service Payments hereunder.
(b) From and after the Commercial Operation Date, unless
expressly excluded under the terms and conditions of this Agreement, Purchaser shall pay all
charges, as calculated pursuant to the Formula Rate, which charges shall be payable on a
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monthly basis in accordance with Article 14 (the "Transmission Service Payment"). Owner
shall not invoice Purchaser for, and Purchaser shall have no obligation to pay, any charges that
are not recoverable under the Formula Rate, except (i) as contemplated by Section 8.1.1, (ii) for
amounts owed to Owner by Purchaser under Section 3.3, Section 3.4, Section 9.3.3(c), Section
9.3.4 or Section 9.3.5(d), (iii) for damages that may be recovered by Owner under this
Agreement as a result of a Purchaser Default, (iv) for any costs or expenses (including
reasonable attorneys’ fees) reasonably incurred by Owner to recover any amounts owed to
Owner by Purchaser under this Agreement or to secure the release of Purchaser’s Lien and the
Purchaser’s Security Documents or other security or performance assurance provided by or on
behalf of Owner after the later to occur of the end of the Term or the date on which any accrued
but unpaid payment obligation of Owner to Purchaser hereunder shall have been fully, finally
and indefeasibly satisfied, (v) for fees and expenses reasonably incurred by Owner in enforcing
Purchaser’s participation obligation pursuant to Section 18.3.5, or (vi) for payment of any
indemnification obligations of Purchaser to Owner pursuant to Section 21.1.
(c) Transmission Service Payments calculated under the
Formula Rate shall be based upon a projected cost-of-service calculation. The Formula Rate
shall be reconciled with actual costs on an annual basis in accordance with Section 14.2.
(d) If and when the Construction Phase occurs, the Letter
Agreement shall terminate immediately without further action of the Parties, and commencing
on the Commercial Operation Date, (i) all Construction Costs incurred during the Development
Phase shall be included in the Formula Rate, together with AFUDC, as accrued thereon in
accordance with clause (e)(ii) below, but subject to Section 4.3.1, and (ii) all Pre-COD
Expenses shall be included in the Formula Rate, together with Carrying Charges, as accrued
thereon in accordance with clause (e)(iii) below, but subject to Section 4.3.1.
(e) For purposes of calculating the Transmission Service
Payment under the Formula Rate, (i) depreciation shall not be included before the Commercial
Operation Date; (ii) AFUDC shall be accrued on all capital costs that were incurred during the
Development Phase and Construction Phase and that are recoverable under the Formula Rate,
such that recovery of a return on such capital costs, together with AFUDC accrued thereon,
shall commence on the Commercial Operation Date (except as otherwise contemplated in
Section 3.3 with respect to the recovery of costs and AFUDC following termination of this
Agreement); and (iii) commencing on the date on which the Development Phase begins, Owner
shall establish a regulatory asset that will include all Pre-COD Expenses, together with carrying
charges on the regulatory asset at Owner’s weighted cost of capital (as calculated under the
Formula Rate) ("Carrying Charges") from the date on which the regulatory asset is established
until the regulatory asset is fully amortized, and shall amortize such regulatory asset over a
three (3)-year period commencing on the Commercial Operation Date.
(f) Owner shall seek FERC approval or acceptance to permit
Owner to include in the regulatory asset described in clause (e)(iii) above all AC Upgrade
Costs associated with the AC Upgrades placed-in-service before the Commercial Operation
Date.
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Section 8.1.3. Purchaser’s Costs. Except as expressly contemplated by
this Agreement for (a) any damages suffered by Purchaser as a result of an Owner Default, (b)
any costs or expenses (including reasonable attorneys’ fees) reasonably incurred by Purchaser to
recover any amounts owed to Purchaser by Owner under this Agreement or to secure the release
of any Purchaser Guaranty or other security or performance assurance provided by or on behalf
of Purchaser after the later to occur of the end of the Term or the date on which any accrued but
unpaid payment obligation of Purchaser to Owner hereunder shall have been fully, finally and
indefeasibly satisfied, (c) fees and expenses reasonably incurred by Purchaser in enforcing
Owner’s participation obligation pursuant to Section 18.3.5 or (d) any indemnification
obligations of Owner to Purchaser pursuant to Section 21.2, Owner shall have no liability to
Purchaser or its Affiliates for any costs, expenses or charges incurred by Purchaser in connection
with this Agreement.
Section 8.1.4. Challenges to Inclusion of Charges under the Formula Rate.
Owner’s right to recover any costs or expenses under the Formula Rate, and Purchaser’s liability
for such costs or expenses under this Agreement, shall be subject to the following provisions:
(a) The Formula Rate shall only include costs and expenses
that were prudently incurred; provided that a rebuttable presumption shall exist that all costs
and expenses included in the Formula Rate were prudently incurred, and nothing contained
herein shall be construed to alter the burdens of proof and going forward, as set forth in clause
(b) below.
(b) Subject to Section 18.2, Purchaser shall have the right to
challenge the prudency of any costs or expenses that Owner seeks to recover from Purchaser
under this Agreement by filing a pleading with FERC seeking to omit from the Transmission
Service Payments calculated under the Formula Rate any costs or expenses included in the
Formula Rate that were not prudently incurred. Such prudency challenge shall be made
pursuant to Sections 306 and 309 of the Federal Power Act to invoke FERC’s retained
authority to investigate and order refunds with respect to any imprudent charges sought to be
recovered under the Formula Rate. Any proceeding initiated by Purchaser to challenge the
prudency of Owner’s costs and expenses shall be conducted using the same standards and in
accordance with the same procedures that FERC would normally apply to prudency challenges.
Further, a rebuttable presumption shall exist that all costs and expenses included in the Formula
Rate were prudently incurred; provided, however, that once Purchaser has met its initial burden
to show that a cost or expense was not prudently incurred, the burden shall then shift back to
Owner to prove that such cost or expense was prudently incurred. The Parties specifically
intend and acknowledge and agree that, if FERC determines that any amount included in the
Formula Rate was not prudently incurred, then such amount may be excluded from the Formula
Rate effective as of the date such amount was first included in Owner’s FERC account(s) that
comprise the Formula Rate.
(c) Notwithstanding clauses (a) and (b) above, Purchaser
acknowledges and agrees that no prudency challenge shall be permitted with respect to (i) any
cost or expense to the extent approved by the Management Committee, including pursuant to
Section 5.2.1(b), Section 5.2.2(b), Section 5.3(a), Section 6.3(b), Section 6.6(b), Section
9.3.2(b), Section 16.3(b) and Section 16.3(c), but excluding Section 5.2.3, Section 6.3(c) or
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Section 6.4, or agreed to in writing by Purchaser or (ii) any cost or expense established
pursuant to the arbitration provisions set forth in Section 18.3, other than any cost or expense so
established as a result of an Impasse under Section 5.2.3, Section 6.3(c) or Section 6.4.
Purchaser further acknowledges and agrees that its right to challenge any costs under this
Section 8.1.4 shall be subject to Section 14.3(b).
(d) Subject to Section 5.5 and Section 6.3(b)(iii), in no event
shall any (i) penalties assessed by FERC, NERC or any other Governmental Authority for any
violation of Applicable Law by Owner, its Affiliates or any of its or their third-party
contractors or (ii) payments made to settle allegations of such violations be recoverable under
the Formula Rate, unless the Management Committee shall have approved, or Purchaser shall
have agreed in writing to reimburse Owner for, such amounts.
(e) This Section 8.1.4 shall not be construed in any way to
limit any other rights Purchaser may have to file for relief with FERC pursuant to Section 18.2.
Section 8.1.5. Challenges to Application of Formula Rate. If, as a result
of the audit of Owner’s application of the Formula Rate or for any other reason, Purchaser
believes that Owner has miscalculated or incorrectly included charges under the Formula Rate,
Purchaser shall then have the right to submit the matter to the Management Committee for
resolution under Section 18.1(a). If an Impasse occurs with respect to such matter, Purchaser
shall then have the right to file a complaint with FERC seeking an order requiring Owner to
comply with the Formula Rate, as its filed tariff.
Section 8.2. Service Life. For purposes of calculating the Transmission Service
Payments under the Formula Rate, (a) the depreciable life of any depreciable asset comprising
part of the Northern Pass Transmission Line as of the Commercial Operation Date shall be equal
to forty (40) years, and (b) the depreciable life of a capital addition that is placed-in-service after
the Commercial Operation Date shall be equal to the lesser of (i) its economic life and (ii) the
remaining Term as of the placed-in-service date.
Section 8.3.

Capital Structure.

(a) From and after the Development Phase, Owner shall use
commercially reasonable efforts to maintain a Capital Structure equal to 50-50.
(b) Notwithstanding clause (a) above, at all times during the
Term, the Capital Structure for purposes of calculating Transmission Service Payments under
the Formula Rate shall be equal to 50-50.
Section 8.4.

Return on Equity.

(a) The return on equity ("ROE") used in the Formula Rate to
accrue AFUDC prior to the Commercial Operation Date and to calculate the weighted cost of
capital for the Carrying Charges on the regulatory asset established pursuant to Section
8.1.2(e)(iii) shall be twelve and fifty-six one-hundredth percent (12.56%).
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(b) Upon Commercial Operation, the ROE shall be adjusted to
equal (i) the Base ROE, plus (ii) an adder equal to the lesser of (A) one hundred forty-two (142)
basis points and (B) an amount that would not cause the total ROE to exceed the applicable
zone of reasonableness for such Regional Transmission Service, as established in the most
recent rate order for such service. In the event the Base ROE for Regional Transmission
Service using the transmission facilities of Northeast Utilities is no longer based upon a single,
regional Base ROE, Owner shall make a filing under Section 205 of the Federal Power Act to
establish the ROE applicable to service under this Agreement that includes the adder set forth
above; provided, however, that Owner shall delay such FERC filing for a period not less than
thirty (30) days, but not to exceed sixty (60) days, to provide time for the Parties to negotiate
the ROE to be applicable to service under this Agreement. The Parties acknowledge and agree
that Purchaser shall have the right to challenge any FERC filing made under Section 205 of the
Federal Power Act with respect to a replacement for the Base ROE, unless Purchaser shall have
agreed in writing to the ROE set forth in such filing.
Section 8.5.

Cost Recovery of AC Upgrades.

(a) The Parties acknowledge and agree that the AC Upgrades
will be constructed and owned by the AC Upgrade Owners. Owner shall enter into a facilities
agreement with each such AC Upgrade Owner to pay the costs to design, license, construct and
operate such AC Upgrades (each, a "Facilities Agreement").
(b) Prior to executing any Facilities Agreement, Owner shall
consult with the Management Committee with respect to the proposed terms and conditions
thereof. The Management Committee shall promptly provide comments, if any, to Owner on
such terms and conditions. Owner shall make a good faith effort to take into account any
comments made by the Management Committee that are consistent with FERC rules and
policies. Any Facilities Agreement entered into with an Affiliate of Northeast Utilities shall be
on terms and conditions at least as favorable to Owner, when taken as a whole, as would have
been obtained (at the time entered into) in a comparable arm’s-length transaction or
arrangement with a Person other than an Affiliate of Northeast Utilities; provided, however,
that, if such transaction or arrangement has been accepted or approved by FERC or any other
Governmental Authority that specifically reviews the Affiliate relationship in such transaction
or arrangement, then such transaction or arrangement shall be deemed to be a comparable
arm’s-length transaction or arrangement.
(c) All amounts incurred by Owner under the Facilities
Agreement ("AC Upgrade Costs") shall be recovered as expenses under the Formula Rate in
accordance with Article 8. Notwithstanding the foregoing sentence, the AC Upgrade Costs
under any Facilities Agreement entered into with an Affiliate of Northeast Utilities shall not
exceed the costs and expenses that would have been incurred by Owner if the AC Upgrade
Costs were directly incurred by Owner and recovered pursuant to the Formula Rate in
accordance with this Agreement.
(d) Owner shall coordinate with the AC Upgrade Owners and
ISO-NE as necessary to obtain for Purchaser the Other Transmission Rights under the ISO-NE
Tariff that are associated with, or issued in connection with, the AC Upgrades, the costs of
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which AC Upgrades are incurred by Owner and recovered from Purchaser in accordance with
this Agreement.
(e) In the event ISO-NE determines that all or any portion of
the AC Upgrade Costs are eligible to be included in Regional Rates, Purchaser shall have the
right, exercisable in its sole discretion, to continue to bear responsibility under this Agreement
for all or any portion of the AC Upgrade Costs, in which case Purchaser shall continue to be
entitled, in accordance with the ISO-NE Tariff, to all or any portion of the Other Transmission
Rights that are associated with, or issued in connection with, Purchaser’s continued
responsibility for such AC Upgrade Costs.
Section 8.6.

Transfer and Cost Recovery of AC Line.

(a) The AC Line shall be initially owned by Owner. AFUDC
or Carrying Charges, as applicable, shall be accrued on the costs and expenses that are incurred
by Owner in connection with the AC Line in accordance with Section 8.1.2(e)(ii) or Section
8.1.2(e)(iii), and, commencing on the Commercial Operation Date, such costs and expenses,
together with AFUDC or Carrying Charges, as applicable, accrued thereon, shall be
recoverable under the Formula Rate (i) in the same manner as the costs and expenses that are
incurred by Owner in connection with the HVDC Line and (ii) otherwise in accordance with
Article 8, except, in each case, as otherwise provided in clause (e) below.
(b) In the event all or any portion of the AC Line, for all or any
part of the Term, meets the criteria for Pool Transmission Facilities ("PTF") (as those criteria
and term are defined in the ISO-NE Tariff), Owner shall have the right, in its sole discretion, to
transfer ownership of any such PTF portion of the AC Line to its Affiliate, PSNH, in
accordance with this Section 8.6.
(c) In connection with any such transfer of ownership, Owner
shall enter into an agreement with PSNH ("AC Line Agreement") pursuant to which Owner
shall, subject to clause (e) below, (i) pay all costs and expenses (including unrecovered return
on capital investment) that (A) have been or will be incurred in connection with such
transferred portion of the AC Line, (B) have not been previously recovered under this
Agreement, and (C) are not and will not be included in Regional Rates. To the extent not
included in Regional Rates, such costs and expenses shall include those necessary for
Purchaser’s eligibility, in accordance with the ISO-NE Tariff, for the Other Transmission
Rights that are associated with, or issued in connection with, the AC Line. Pursuant to the AC
Line Agreement, Owner shall acquire sufficient rights with respect to such PTF portion of the
AC Line to permit Owner to discharge its obligations under this clause (c) and Purchaser to
exercise its rights under clause (f) below.
(d) Purchaser shall have the right to participate in the
negotiation of the AC Line Agreement, and the Parties shall attempt to reach agreement on the
rates, terms and conditions thereof, consistent with the parameters set forth in this Section 8.6.
In the event the Parties fail to reach agreement with PSNH on the rates, terms and conditions of
the AC Line Agreement within sixty (60) days following the commencement of such
negotiations, Owner shall unilaterally file the AC Line Agreement with FERC in unexecuted
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form pursuant to Section 205 of the Federal Power Act, and Purchaser shall have the right to
contest any of the rates, terms and conditions thereof, consistent with the parameters set forth in
this Section 8.6, or to seek changes to the AC Line Agreement pursuant to Section 206 of the
Federal Power Act, consistent with the parameters set forth in this Section 8.6. Except as
provided in the foregoing sentence, and consistent with the terms of clause (b) above, Purchaser
shall not have the right to oppose the transfer by Owner of ownership of any PTF portion of the
AC Line to PSNH.
(e) All amounts incurred by Owner under the AC Line
Agreement shall be recovered as expenses under the Formula Rate in accordance with Article 8.
Notwithstanding the foregoing sentence, such amounts shall not exceed the costs and expenses
that would have been incurred by Owner if the AC Line were still owned by Owner and such
amounts were recovered pursuant to the Formula Rate in accordance with this Agreement. In
no event shall Owner have the right to recover any return on investment associated with any
PTF portion of the AC Line transferred to PSNH that is higher than the ROE established in
Section 8.4.
(f) Upon a reasoned basis, Purchaser may request that Owner
or PSNH, whichever is the owner of the AC Line (such party, "AC Line Owner"), determine
and inform Purchaser of whether or not the costs and expenses associated with all or any
portion of the AC Line should be included in Regional Rates. If AC Line Owner determines
that such Regional Rate treatment is consistent with AC Line Owner’s obligations and
representations to FERC, other Governmental Authorities and AC Line Owner’s Affiliates,
then AC Line Owner shall submit such request to ISO-NE within ninety (90) days after the
receipt by Owner of the request described in the first sentence of this clause (f). If ISO-NE
subsequently determines that the costs and expenses associated with all or any portion of the
AC Line are eligible to be included in Regional Rates, then Purchaser shall have the right,
exercisable in its sole discretion, to take either of the following actions:
(i)

Accept such Regional Rate treatment; or

(ii)
Continue to bear responsibility under this
Agreement for all or any portion of the costs and expenses associated with the transferred portion
of the AC Line, in which case Purchaser shall be entitled, in accordance with the ISO-NE Tariff,
to all or any portion of the Other Transmission Rights that are associated with, or issued in
connection with, Purchaser’s continued responsibility for such costs and expenses.
Owner and its Affiliates assume no obligations under this Agreement to advocate, with ISO-NE,
NEPOOL or otherwise, for the Regional Rate treatment of all or any portion of the AC Line, and
neither Owner nor its Affiliates shall have any liability to Purchaser if all or any portion of the
AC Line does not receive such Regional Rate treatment. If AC Line Owner determines that it
will not submit or support a request to ISO-NE for such Regional Rate treatment, then Owner
shall notify Purchaser in writing of such decision within ninety (90) days after the receipt by
Owner of the request described in the first sentence of this clause (f). Following the end of such
ninety (90)-day period, Purchaser shall have the right to file a complaint with FERC seeking an
order requiring such Regional Rate treatment.
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(g) From and after the transfer to PSNH of those portions of
the AC Line designated as PTF by ISO-NE, the following provisions shall apply for all
purposes under this Agreement for the remainder of the Term:
(i)
If the entirety of the AC Line has been designated
PTF and transferred to PSNH, then the Delivery Point shall be the southern terminus of the
HVDC Line at the DC/AC converter station located near the Webster substation in the City of
Franklin in the State of New Hampshire, and if less than the entirety of the AC Line has been
designated as PTF, then the Management Committee shall determine the appropriate Delivery
Point;
(ii)
References to the Northern Pass Transmission Line
shall exclude all portions of the AC Line that have been designated as PTF;
(iii)
References to the AC Upgrades, other than
references thereto in Section 8.5, shall include the portions of the AC Line that have been
designated as PTF;
(iv)
Transmission service over the portions of the AC
Line designated as PTF shall be provided in accordance with Section II of the ISO-NE Tariff and
not pursuant to the terms and conditions of this Agreement; and
(v)
Owner shall continue to maintain the Northern Pass
Transmission Line to the same standard, in accordance with Section 6.2 and Section 6.3, as
existed before the Delivery Point was changed.
ARTICLE 9
RIGHTS UPON EXPIRATION OF TERM
Section 9.1.

Rollover Rights.

(a) Unless this Agreement is terminated early under Section
3.3, Section 15.3 or Section 15.4, Purchaser shall have rollover rights at the end of the initial
Term in accordance with Order No. 890 et seq. and the FERC pro forma open access
transmission service tariff, as such rights are defined as of the Effective Date.
(b) If Purchaser chooses to exercise rollover rights in
accordance with clause (a) above, Owner shall then prepare and deliver to Purchaser, no later
than six months after such exercise, an engineering assessment, which shall include an
assessment of (i) the ability of the Northern Pass Transmission Line to operate for the proposed
extended Term, (ii) any upgrades or refurbishment required to support the operation of the
Northern Pass Transmission Line for the proposed extended Term, and (iii) forecasted capital
expenditures over the proposed extended Term. All costs and expenses incurred by Owner in
connection with such engineering assessment shall be recoverable under the Formula Rate in
accordance with Article 8. If such engineering assessment indicates that the Northern Pass
Transmission Line is incapable of providing Firm Transmission Service for the full duration of
the extended Term requested by Purchaser or if the costs required to support the operation of
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the Northern Pass Transmission Line for the proposed extended Term are unacceptable to
Purchaser, in its sole discretion, then Purchaser shall have the right, exercisable in its sole
discretion, to (A) revise its election to reduce the period of the extended Term or (B) waive its
rollover rights.
(c) Owner shall not enter into any contract or other
arrangement for a Subsequent Use that is inconsistent with Purchaser’s rollover rights, as
provided herein.
Section 9.2. Reimbursement of Capital Costs. If, following the expiration or
earlier termination of the Term, (a) a third party acquires service over the Northern Pass
Transmission Line, or (b) the Northern Pass Transmission Line is included in Regional Rates
(either event, a "Subsequent Use"), then Owner shall reimburse Purchaser for a pro rata portion
of the costs and expenses associated with each capital addition comprising part of the Northern
Pass Transmission Line that has an expected useful life beyond the end of the Term, as
determined using the ratio of (i) the period of time during which such third party acquires service
over the Northern Pass Transmission Line or, if ISO-NE includes the Northern Pass
Transmission Line in Regional Rates, the remaining useful life of the Northern Pass
Transmission Line following the end of the Term, and (ii) such period of time or remaining
useful life, as applicable, plus the amortization period used to charge Purchaser for such capital
addition. No later than thirty (30) days after Owner has entered into any contract or other
arrangement for a Subsequent Use, Owner shall (A) calculate the reimbursement amount with
respect to such contract or other arrangement, (B) provide a copy of such calculation to
Purchaser, and (C) pay to Purchaser any amounts owed by Owner to Purchaser under this
Section 9.2, together with interest thereon calculated pursuant to Section 14.5(a), in a single
lump sum and in immediately available funds or by wire transfer, in each case, in accordance
with wiring instructions provided to Owner by Purchaser in writing. Any Dispute with respect to
the amount owed to Purchaser under this Section 9.2 shall be resolved in accordance with Article
18.
Section 9.3.

Retirement and Decommissioning.

Section 9.3.1. Establishment of Regulatory Asset; Recovery of Net
Decommissioning Costs.
(a)
In the event all or a portion of the Northern Pass
Transmission Line is required to be Decommissioned by Applicable Law, Owner shall establish
the Regulatory Asset – Asset Retirement Obligation (Decommissioning), as defined in
Attachment B. At the time Owner files this Agreement with FERC pursuant to Section 2.1(a),
Owner shall also seek FERC approval or acceptance to permit Owner to establish such
regulatory asset.
(b)
Unless this Agreement is terminated prior to the expiration
of the Term under Section 3.3 (excluding Section 3.3.7 and Section 3.3.12) or Section 15.3 (in
which case Section 9.3.3(c) shall apply) or under Section 3.3.7 or Section 15.4 (in which case
Section 9.3.3(d) shall apply), promptly after the Decommissioning Plan is approved by the
Management Committee (or determined pursuant to the dispute resolution provisions herein in
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the event of an Impasse with respect thereto), Owner shall calculate the Levelized Monthly
Decommissioning Payment. The "Levelized Monthly Decommissioning Payment" shall be
equal to (i) the estimated Net Decommissioning Costs, as set forth in such Decommissioning
Plan (which estimated Net Decommissioning Costs shall be expressed in dollars for the year(s)
during which they are expected to be incurred and then discounted to the present value at the
beginning of the first calendar day after the end of the Decommissioning Payment Period
(regardless of whether or not such day is a Business Day) using a discount factor equal to the
reasonably expected monthly rate of return applied in computing the Levelized Monthly
Decommissioning Payment), multiplied by (ii) the Decommissioning Payment Formula. An
example of this calculation is set forth in Attachment H. Thereafter, the Levelized Monthly
Decommissioning Payment shall not be subject to change (unless such change shall have been
agreed by the Parties or approved by the Management Committee).
(c)
Owner shall have the right to make a unilateral filing under
Section 205 of the Federal Power Act to establish a separate rate for the recovery of Net
Decommissioning Costs consistent with this Section 9.3, rather than to recover such Net
Decommissioning Costs under the Formula Rate, and Purchaser shall have the right to challenge
such filing, unless Purchaser shall have agreed in writing on such filing.
Section 9.3.2. Decommissioning Plan.
(a)
No later than six (6) months before the commencement of
the Decommissioning Payment Period, or if this Agreement is earlier terminated under Section
3.3 (excluding Section 3.3.7 and Section 3.3.12) or Section 15.3, no later than sixty (60) days
after such termination, Owner shall deliver to the Management Committee a statement that sets
forth in reasonable detail (i) Owner’s estimation of (A) the Decommissioning Costs and Salvage
Proceeds and, unless this Agreement is terminated early under Section 3.3 or Section 15.3, the
Levelized Monthly Decommissioning Payment derived therefrom, and (B) any activities
associated with either thereof and (ii) the scope and frequency of informational progress reports
with respect to the Decommissioning of the Northern Pass Transmission Line, including the
process for the recovery by Owner of its actual Net Decommissioning Costs following the
exhaustion of the Decommissioning Fund prior to the completion of Decommissioning
(collectively, the "Decommissioning Plan"). At the request of Purchaser’s Manager, Owner shall
provide the Management Committee with access to, and copies of, all reasonably requested
documentation concerning such Decommissioning Plan.
(b)
The Management Committee shall attempt to agree upon
the Decommissioning Plan within sixty (60) days following its receipt thereof, and the
Management Committee may approve the proposed Decommissioning Plan in whole or in part.
If an Impasse occurs with respect to the proposed Decommissioning Plan (or any part thereof),
then the matter shall be resolved pursuant to the arbitration provisions set forth in Section 18.3.
(c)
Owner shall use commercially reasonable efforts not to
exceed the estimated amounts set forth in the Decommissioning Plan approved by the
Management Committee (or determined pursuant to the dispute resolution provisions herein in
the event of an Impasse with respect thereto); provided, however, that all Net Decommissioning
Costs actually incurred by Owner, whether or not set forth in such Decommissioning Plan, shall
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be recoverable under this Agreement in accordance with this Section 9.3, subject to (i)
reallocation upon a Subsequent Use, if any, as described in Section 9.3.4, and (ii) challenge on
prudence grounds, if applicable, as described in Section 9.3.6.
Section 9.3.3. Payment of Decommissioning Costs.
(a)
Unless this Agreement is terminated prior to the expiration
of the Term under Section 3.3 (excluding Section 3.3.7 and Section 3.3.12) or Section 15.3 (in
which case clause (c) below shall apply) or under Section 3.3.7 or Section 15.4 (in which case
clause (d) below shall apply), Owner shall include the Levelized Monthly Decommissioning
Payment in the Formula Rate during each of the last sixty (60) months of the Term (excluding
any extension of the Term made after the thirty-fifth (35th) anniversary of the Commercial
Operation Date pursuant to Section 9.1 or Section 16.4) (the "Decommissioning Payment
Period"). If the Management Committee shall not have approved the Decommissioning Plan (or
the Decommissioning Plan shall not have been determined pursuant to the dispute resolution
provisions herein in the event of an Impasse with respect thereto) prior to the commencement of
the Decommissioning Payment Period, then the following provisions shall apply,
notwithstanding anything herein to the contrary:
(i)
The Levelized Monthly Decommissioning Payment
included in the Formula Rate pursuant to this clause (a) shall be equal to (A) the estimated Net
Decommissioning Costs, as set forth in the Decommissioning Plan delivered to the Management
Committee under Section 9.3.2(a), multiplied by (B) the Decommissioning Payment Formula
(each such monthly payment amount, the "Preliminary Monthly Decommissioning Payment").
(ii)
Promptly after the Decommissioning Plan has been
approved by the Management Committee (or determined pursuant to the dispute resolution
provisions herein in the event of an Impasse with respect thereto), but in no event later than thirty
(30) days thereafter, Owner shall complete the following tasks: (A) calculate the Levelized
Monthly Decommissioning Payment in accordance with Section 9.3.1(b); (B) retroactively adjust
all payments previously made by Purchaser with respect to the Decommissioning Payment
Period to reflect the Levelized Monthly Decommissioning Payment rather than the Preliminary
Monthly Decommissioning Payment and (C) thereafter conform all future Invoices to reflect
such Levelized Monthly Decommissioning Payments.
(iii)
If and to the extent the aggregate Levelized
Monthly Decommissioning Payments owed by Purchaser for the period prior to the date on
which Owner shall have completed the tasks described in clause (a)(ii) above is less than the
aggregate Preliminary Monthly Decommissioning Payments made by Purchaser for such period,
then, within thirty (30) days after the calculation of the Levelized Monthly Decommissioning
Payment contemplated by clause (a)(ii) above, Owner shall withdraw from the Decommissioning
Fund and refund to Purchaser such overpayment in immediately available funds or by wire
transfer, in each case, in accordance with wiring instructions provided to Owner by Purchaser in
writing. If and to the extent the aggregate Levelized Monthly Decommissioning Payments owed
by Purchaser for the period prior to the date on which Owner shall have completed the tasks
described in clause (a)(ii) above is greater than the aggregate Preliminary Monthly
Decommissioning Payments made by Purchaser for such period, then, within thirty (30) days
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after a written demand therefor from Owner, Purchaser shall deposit into the Decommissioning
Fund such deficiency in immediately available funds in accordance with the terms and
conditions established by the Management Committee, as contemplated by clause (b) below.
Notwithstanding anything herein to the contrary, the withdrawal of any overpayment or the
deposit of any deficiency, in each case, contemplated by this clause (a)(iii) shall not be subject to
the provisions of Section 14.5.
(b)
All Levelized Monthly Decommissioning Payments and
Preliminary Monthly Decommissioning Payments, as applicable, included in the Formula Rate
pursuant to clause (a) above and the Decommissioning Estimate described in clause (c) below,
that are, in each case, paid by Purchaser shall be deposited into an external fund created on terms
and conditions established by the Management Committee to protect the interests of each Party
and to ensure that such fund is used for the purposes contemplated by this Agreement (the
"Decommissioning Fund"), until applied to the Net Decommissioning Costs in accordance with
Section 9.3.5(c) or refunded to Purchaser under Section 9.3.5(e).
(c)
If this Agreement is terminated prior to the expiration of
the Term under Section 3.3 (excluding Section 3.3.7 and Section 3.3.12) or Section 15.3, then
Purchaser shall deposit into the Decommissioning Fund, an amount equal to (i) the estimated Net
Decommissioning Costs, as set forth in the Decommissioning Plan approved by the Management
Committee (or determined pursuant to the dispute resolution provisions herein in the event of an
Impasse with respect thereto) (which estimated Net Decommissioning Costs, solely for the
purpose of calculating the Decommissioning Estimate, shall be expressed in dollars as of the date
on which this Agreement is terminated as if the Decommissioning were to commence as of such
date), less (ii) the balance, if any, in the Decommissioning Fund as of the date such payment is
due (the "Decommissioning Estimate"). Purchaser shall make such payment within thirty (30)
days following the later to occur of (A) the receipt by Purchaser of the Decommissioning Plan
approved by the Management Committee (or determined pursuant to the dispute resolution
provisions herein in the event of an Impasse with respect thereto) and (B) the date on which the
estimated Net Decommissioning Costs have been redetermined, as provided in the immediately
ensuing sentence (the "Decommissioning Payment Date"). If this Agreement is terminated prior
to the expiration of the Term pursuant to Section 3.3 (excluding Section 3.3.7 and Section 3.3.12)
or Section 15.3, but after the Decommissioning Plan has been approved by the Management
Committee (or determined pursuant to the dispute resolution provisions herein in the event of an
Impasse with respect thereto), then the Parties shall agree upon modifications to the estimated
Net Decommissioning Costs, as set forth in such Decommissioning Plan, consistent with the first
sentence of this clause (c). Any Dispute with respect to such redetermination shall be resolved
pursuant to the arbitration provisions set forth in Section 18.3.
(d)
If this Agreement is terminated prior to the expiration of
the Term pursuant to Section 3.3.7 or Section 15.4, then Purchaser shall have no liability for any
Decommissioning Costs, and Owner shall refund to Purchaser all amounts remaining in the
Decommissioning Fund no later than sixty (60) days after such termination.
(e)
If Hydro-Québec pays to Owner the Decommissioning
Liquidated Damages, as provided in the Purchaser Guaranty, then such payment shall satisfy, in
full, the obligations of Purchaser to pay Decommissioning Costs and Purchaser shall cease to
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have (i) any further obligation to pay any Decommissioning Costs hereunder, including under
Section 9.3.5(d), (ii) any right to any reimbursement, refund or reduction if the actual Net
Decommissioning Costs are less than the Decommissioning Liquidated Damages, including
under Section 9.3.5(e) and (iii) any right to challenge the prudency of the Net Decommissioning
Costs or the Decommissioning Estimate under Section 9.3.6 or otherwise.
Section 9.3.4. Subsequent Use. In the event Owner (a) receives an offer
for a Subsequent Use for service to commence immediately following the expiration or earlier
termination of the Term or at any time thereafter until the Northern Pass Transmission Line has
been fully Decommissioned and (b) desires to accept such offer or otherwise enter into another
arrangement for a Subsequent Use, Owner shall notify Purchaser in writing of the material terms
and conditions of such proposed Subsequent Use and Owner and Purchaser shall negotiate in
good faith with such proposed third-party transmission customer or ISO-NE, as applicable, to
determine the allocation of Net Decommissioning Costs between Purchaser and such proposed
third-party transmission customer or ISO-NE, as applicable. Any Net Decommissioning Costs
allocated to Purchaser shall be fixed by reference to the budgeted amounts for Net
Decommissioning Costs, as set forth in the Decommissioning Plan approved by the Management
Committee (or determined pursuant to the dispute resolution provisions herein in the event of an
Impasse with respect thereto), and shall not be subject to any payments or refunds pursuant to
Section 9.3.5(d) or Section 9.3.5(e) with respect to Decommissioning Costs actually incurred by
Owner or Salvage Proceeds actually received by Owner in connection with the
Decommissioning of the Northern Pass Transmission Line. If the Parties and the proposed thirdparty transmission customer or ISO-NE, as applicable, fail to reach agreement on the allocation
of Net Decommissioning Costs between Purchaser and such proposed third-party transmission
customer or ISO-NE, as applicable, within sixty (60) days after the receipt by Purchaser of the
notice described in the first sentence of this Section 9.3.4, then Owner shall make a unilateral
filing under Section 205 of the Federal Power Act to establish such allocation of Net
Decommissioning Costs, consistent with this Section 9.3.4, and Purchaser shall have the right to
challenge such filing. If Owner enters into a contract or other arrangement for such Subsequent
Use, then Owner shall deliver to Purchaser a statement setting forth in reasonable detail the
amount equal to (i) the Net Decommissioning Costs, less (ii) the sum of (A) the reallocated
portion of the Net Decommissioning Costs and (B) the balance, if any, in the Decommissioning
Fund as of the date such statement is due (the "Purchaser’s Decommissioning Balance"), within
thirty (30) days after the later to occur of (1) the date on which this Agreement has expired or
otherwise terminated, (2) the date on which Owner has entered into such contract or other
arrangement for such Subsequent Use or (3) provided Owner has made a unilateral filing with
FERC to establish the allocation of Net Decommissioning Costs, the date on which FERC has
issued an order establishing the allocation of Net Decommissioning Costs. If and to the extent
the Purchaser’s Decommissioning Balance is less than zero (0), then, concurrently with the
delivery of such statement, Owner shall refund to Purchaser the absolute value of the Purchaser’s
Decommissioning Balance, in a single lump sum and in immediately available funds or by wire
transfer, in each case, in accordance with wiring instructions provided to Owner by Purchaser in
writing. If and to the extent the Purchaser’s Decommissioning Balance is greater than zero (0),
then Purchaser shall pay the Purchaser’s Decommissioning Balance to Owner, in a single lump
sum due thirty (30) days following the receipt by Purchaser of such statement, but otherwise in a
manner consistent with Section 14.1. Either Party may deduct and setoff payment of such
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Purchaser’s Decommissioning Balance against any accrued but unpaid payment obligation of the
other Party to such Party hereunder.
Section 9.3.5. Decommissioning Process. The following provisions shall
apply to the Decommissioning of the Northern Pass Transmission Line unless a Subsequent Use
has occurred:
(a)
Owner shall complete the Decommissioning of the
Northern Pass Transmission Line in accordance with the Decommissioning Plan, unless
otherwise required by Applicable Law.
(b)
In connection with the Decommissioning of the Northern
Pass Transmission Line, Owner shall (i) use commercially reasonable efforts to sell the Project
Assets (other than the Project Assets acquired by Purchaser pursuant to Section 3.5(a)(iii)) at
their fair market value to one or more third parties (which may include Affiliates of Owner) and
(ii) credit the proceeds of such sale, net of reasonable fees (including attorneys’ fees) and other
expenses (including storage costs) incurred by Owner in connection with such sale (the "Salvage
Proceeds") against the Decommissioning Costs, and to the extent the Salvage Proceeds exceed
the Decommissioning Costs, against other amounts owed to Owner by Purchaser under this
Agreement. For the avoidance of doubt, no Project Asset acquired by Purchaser pursuant to
Section 3.5(a)(iii) shall generate any Salvage Proceeds.
(c)
Owner shall draw upon the Decommissioning Fund on a
monthly basis for its actual Net Decommissioning Costs. The Decommissioning Fund shall be
administered in all other respects consistent with the terms and conditions established by the
Management Committee for the Decommissioning Fund.
(d)
In the event Owner’s draws upon the Decommissioning
Fund for its actual Net Decommissioning Costs shall have exhausted the Decommissioning Fund
prior to the completion of Decommissioning, Owner shall thereafter invoice Purchaser on a
monthly basis (unless another interval shall have been agreed by the Parties or approved by the
Management Committee) for Owner’s actual Net Decommissioning Costs thereafter incurred
until the Decommissioning has been completed. Owner shall submit such invoices to Purchaser
(in reasonable detail to evidence the basis for individual billings and charges), and Purchaser
shall pay the amounts set forth in such invoices, in each case, in a manner consistent with
Section 14.1 (unless another manner shall have been agreed by the Parties or approved by the
Management Committee). Purchaser’s payment of any amounts set forth in such invoices (i)
shall not be deemed to be an acceptance or approval by Purchaser of the correctness or prudency
of the costs reflected therein (provided that nothing herein shall alter the otherwise applicable
burden of proof set forth in Section 8.1.4 for prudency challenges or time limit set forth in
Section 14.3(b), as modified by Section 9.3.6, within which Purchaser has the right to challenge
an invoice) and (ii) shall be without prejudice to any right or remedy that Purchaser may have
under this Agreement, including under Section 9.3.6, to contest any such amount. Purchaser
may deduct and setoff payment of such amounts against any accrued but unpaid payment
obligations of Owner to Purchaser hereunder.
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(e)
If and to the extent Owner’s draws upon the
Decommissioning Fund shall not have exhausted the Decommissioning Fund upon the
completion of Decommissioning, then, within thirty (30) days following the completion of the
Decommissioning, Owner shall refund to Purchaser, in a single lump sum and in immediately
available funds or by wire transfer, in each case, in accordance with wiring instructions provided
to Owner by Purchaser in writing, the remaining balance in the Decommissioning Fund as of the
date such payment is due. Owner may deduct and setoff payment of such refund against any
accrued but unpaid payment obligations of Purchaser to Owner hereunder.
Section 9.3.6. Prudency Challenges. Unless a Subsequent Use has
occurred and subject to Section 9.3.3(e), Decommissioning Costs actually incurred by Owner
and invoiced to Purchaser as provided in this Section 9.3, and Salvage Proceeds actually received
by Owner and credited against the Decommissioning Costs or against other amounts owed to
Owner by Purchaser under this Agreement, as provided in this Section 9.3, are subject to
Purchaser’s right to challenge the prudency of such Decommissioning Costs or Salvage Proceeds
before FERC to the extent such Decommissioning Costs are higher than, or such Salvage
Proceeds are lower than, the budgeted amounts therefor, as set forth in the Decommissioning
Plan approved by the Management Committee (or determined pursuant to the dispute resolution
provisions herein in the event of an Impasse with respect thereto), which prudency challenge
shall be subject, mutatis mutandis, to the procedures and standards set forth in Section 8.1.4. For
purposes of applying the provisions of Section 14.3 to such prudency challenges, all invoices
rendered pursuant to Section 9.3.5(d) shall be deemed to have been rendered on the date the last
such invoice shall have been rendered.
Obligations.
contrary:

Section 9.3.7. Limitations on the Parties’ Decommissioning Rights and
The following provisions shall apply, notwithstanding anything herein to the

(a)
Subject to Section 3.5(a)(iii), following termination of
this Agreement pursuant to Section 3.3.2, the Parties shall have no rights or obligations under
this Section 9.3 or any other provision in this Agreement with respect to the Decommissioning
of the Northern Pass Transmission Line.
(b)
If Owner shall have failed to comply with the provisions
of Section 5.1.2(a)(ii)(A), then, subject to Section 3.5(a)(iii), following termination of this
Agreement pursuant to Section 3.3.3, the Parties shall have no rights or obligations under this
Section 9.3 or any other provision in this Agreement with respect to the Decommissioning of
the Northern Pass Transmission Line.
(c)
If Owner shall have failed to comply with the provisions
of Section 5.1.2(a)(ii), then, subject to Section 3.5(a)(iii), following termination of this
Agreement pursuant to Section 3.3.5(a), the Parties shall have no rights or obligations under
this Section 9.3 or any other provision in this Agreement with respect to the Decommissioning
of the Northern Pass Transmission Line.
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ARTICLE 10
RESALE OF TRANSMISSION SERVICE
Section 10.1. Resale Rights of Purchaser. If and to the extent Purchaser
determines from time to time, and in its sole discretion, that the transmission capacity available
over the Northern Pass Transmission Line exceeds Purchaser’s needs, Purchaser shall then offer
to resell such unused capacity to third parties in accordance with Applicable Law as may then be
in effect (including the terms and conditions of FERC Order No. 890 et seq., if applicable).
Section 10.2. Capacity Releases for Daily and Hourly Use. From and after the
Commercial Operation Date, if and to the extent the Total Transfer Capability of the Northern
Pass Transmission Line exceeds the amount of electrical energy that Purchaser has scheduled for
delivery over the Northern Pass Transmission Line by the applicable scheduling deadline (as in
effect at such time) established pursuant to the Scheduling Rules, then the transmission capacity
that is available for resale to third parties for the following day, and the price at which any such
resales are offered, shall be posted on the OASIS site established pursuant to Section 10.3.
Section 10.3. OASIS.
(a) The Parties shall jointly contract with an independent, nonaffiliated third party (the "OASIS Provider") for use of an OASIS site. The OASIS Provider
shall post the transmission capacity available for resale over the Northern Pass Transmission
Line and schedule related transmission service over the Northern Pass Transmission Line on
such OASIS site in accordance with written instructions that Purchaser or the OASIS
Administrator, as applicable, may provide to the OASIS Provider from time to time. In
connection with any such posting, the Parties shall comply with FERC Order No. 890 et seq. at
all times and shall direct the OASIS Provider to comply with same.
(b) To the extent resales are made available by Purchaser
pursuant to Section 10.1, the OASIS Provider shall post on the OASIS site information
regarding such resales, (i) in accordance with written instructions provided by Purchaser from
time to time and (ii) at a price established by Purchaser from time to time, and in its sole
discretion, as permitted under Applicable Law.
(c) The Parties shall jointly contract with an independent, nonaffiliated third party (the "OASIS Administrator"), which entity may be the same as or different
from the OASIS Provider, to carry out the capacity release functions for daily and hourly
resales set forth in Section 10.2 in a commercially reasonable manner and in compliance with
applicable FERC rules and regulations.
(i)
In addition to assigning the responsibility for such
capacity release functions, such contract shall also contain the following provisions, at a
minimum, unless waived by the Management Committee, (A) to the extent neither Party
voluntarily assumes the responsibility to perform Necessary Administrative Functions, the
OASIS Administrator shall be required to perform such functions, (B) the OASIS Administrator
shall be required to use commercially reasonable efforts to collect amounts due but not paid by
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any third party in connection with any capacity releases and transmission resales made pursuant
to this Article 10 and (C) the Parties shall have the right to terminate the contract, with or
without cause, within a reasonable timeframe and without damages. The term "Necessary
Administrative Functions" as used herein includes the following functions: entering into
transmission service agreements with third-party assignees; billing and collecting transmission
service payments from third-party assignees; crediting the proceeds of any capacity releases and
transmission resales to Purchaser; making all required regulatory filings (such as Electronic
Quarterly Reports) with FERC; and performing any other administrative functions relating to
capacity releases, transmission resales or the scheduling of transmission service. Any Dispute
with respect to the selection of an OASIS Administrator or the terms and conditions of a contract
to employ an OASIS Administrator shall be resolved pursuant to the arbitration provisions set
forth in Section 18.3, but any such resolution shall be consistent with the terms of this clause
(c)(i). Following resolution of any such Dispute, the Parties will take such actions as are
reasonably necessary to contract with the OASIS Administrator on the terms and conditions
consistent with the resolution of such Dispute.
(ii)
Each Party shall designate a representative, and the
two representatives so designated shall jointly be assigned the responsibility to (A) monitor the
OASIS Administrator’s activities, (B) administer the contract entered into by the Parties with the
OASIS Administrator, and (C) provide periodic reports to the Management Committee, as
requested by any Manager, with respect to the performance of the OASIS Administrator.
The costs incurred pursuant to the contract with the
(iii)
OASIS Administrator shall be recovered under the Formula Rate in accordance with Article 8;
provided that Purchaser shall not have the right under Section 8.1.4 to challenge costs incurred
by Owner under a contract with the OASIS Administrator to which Purchaser is a party. Further,
Purchaser shall not have the right under Section 8.1.4 to challenge the prudency of revenues
received from resales or reassignments of transmission capacity to third parties made by the
OASIS Administrator pursuant to clause (c)(i) above and credited to Purchaser under the
Formula Rate in accordance with Article 8.
(iv)
If either Party believes that the OASIS
Administrator is acting in a manner adverse to its interests, such Party shall then have the right to
submit the matter to the Management Committee for resolution. Any Impasse with respect to
such matter shall be resolved pursuant to the arbitration provisions set forth in Section 18.3.
Following resolution of any such Dispute, the Parties will take such actions as are reasonably
necessary to implement the resolution of such Dispute.
(v)
Nothing contained herein shall be construed as
preventing a Party from enforcing the terms and conditions of any contract with an OASIS
Administrator, including the recovery of damages against the OASIS Administrator for breach,
non-performance, negligence or other misfeasance in performing the Necessary Administrative
Functions or its other duties thereunder; provided, however, that damages received from the
OASIS Administrator by Owner, net of reasonable fees (including attorneys’ fees) and other
expenses incurred by Owner in connection with the receipt and final collection of such amounts,
shall be credited to the Formula Rate pursuant to Article 8 to the extent such damages relate to
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costs paid or payable by Purchaser under the Formula Rate or revenue credits for the services of
the OASIS Administrator.
Section 10.4. Proceeds from Capacity Releases and Transmission Resales.
Except as otherwise provided in Section 15.3(b), the proceeds received by Owner of any capacity
releases and transmission resales made pursuant to this Article 10 shall be credited, net of
reasonable fees (including attorneys’ fees) and other expenses incurred in connection with
performance of the functions described in Section 10.2 and Section 10.3, against any
Transmission Service Payment or other amounts owed to Owner by Purchaser for the calendar
month subsequent to the calendar month in which such proceeds were received. Owner shall
have no liability for, or obligation to credit to Purchaser under the Formula Rate, amounts due
but not paid by any third party in connection with any capacity releases and transmission resales
made pursuant to this Article 10.
Section 10.5. Owner’s Rights and Obligations. Except as expressly provided in
this Agreement, Owner shall have no right or obligation to offer any transmission service over
the Northern Pass Transmission Line for sale or resale to any Person other than Purchaser.
ARTICLE 11
REAL POWER LOSSES, CONGESTION AND CAPACITY RIGHTS
Section 11.1. Real Power Losses. Purchaser shall be responsible for all Real
Power Losses associated with Firm Transmission Service and Additional Transmission Service
between the U.S. Border and the Delivery Point; provided, however, that, if and to the extent any
Real Power Losses associated with Firm Transmission Service and Additional Transmission
Service between the U.S. Border and the Delivery Point are due to Owner’s failure to exercise
Good Utility Practice or otherwise discharge its obligations under this Agreement, such
incremental Real Power Losses shall be treated as Non-Excused Outages for which Owner shall
be liable in accordance with Section 7.4, and the rights and remedies contemplated by Section
7.4, including the rights provided in Section 3.3.12, shall collectively be the sole and exclusive
remedy of Purchaser with respect to any such incremental Real Power Losses as provided in
Section 7.4.4. The assignment of losses associated with the transmission of electric power over
the AC Upgrades shall be determined in accordance with the ISO-NE Rules.
Section 11.2. Other Rights.
(a) Purchaser shall be entitled to the following, without
duplication and without additional cost to Purchaser or compensation to Owner, (i) all Other
Transmission Rights associated with the Northern Pass Transmission Line or, to the extent the
costs of which are incurred by Owner and recovered from Purchaser under this Agreement, the
AC Upgrades, in each case, that are issued in accordance with the ISO-NE Tariff or otherwise
granted under the ISO-NE Rules, or otherwise created or awarded by ISO-NE, and (ii) all other
Market Products that are issued in accordance with the ISO-NE Tariff or granted under the
ISO-NE Rules, or otherwise created or awarded by ISO-NE, that derive from the acquisition of
transmission service over the Northern Pass Transmission Line. As Owner’s sole obligation
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under this clause (a), upon its receipt of any of the entitlements or rights described in the
foregoing sentence, Owner shall promptly convey such entitlements or rights to Purchaser.
(b) In the event tie benefits or interconnection capability
credits (or any similar concept) are ever deemed applicable to the Northern Pass Transmission
Line and to the extent allocated to either Party, Purchaser shall be entitled to one hundred
percent (100%) of the economic benefits associated therewith (however entitled and whether
existing now or in the future), without additional cost to Purchaser or compensation to Owner.
(c) Owner shall have no obligation to support the creation or
establishment of any of the rights described in clauses (a)(ii) and (b) above, but Owner may not
oppose the creation or establishment of any such right, unless otherwise agreed in writing by
Purchaser. Neither Section 2.4 nor the foregoing sentence shall be construed in any way to
limit the right of any Affiliate of Owner to oppose the creation or establishment of any of the
rights described in clauses (a)(ii) and (b) above.
ARTICLE 12
ANCILLARY SERVICES
Section 12.1. Responsibility for Ancillary Services.
Purchaser shall be
responsible for any Ancillary Services that are required under the ISO-NE Tariff in connection
with the transmission of electric power over the Northern Pass Transmission Line.
Responsibility for ancillary services that are required under the ISO-NE Tariff in connection
with the transmission of electric power over the AC Upgrades shall be determined in accordance
with the ISO-NE Rules.
Section 12.2. Revenues from Ancillary Services. All revenues received by
Owner in respect of any ancillary services (however defined) associated with the Northern Pass
Transmission Line (other than revenues received in respect of ancillary services associated with
transmission service scheduled for a third-party customer) and, to the extent applicable, the AC
Upgrades shall be credited, net of reasonable fees (including attorneys’ fees) and other expenses
incurred by Owner with respect to the provision of such ancillary services, against any amounts
owed to Owner by Purchaser for the calendar month subsequent to the calendar month in which
such revenues were received by Owner.
ARTICLE 13
MANAGEMENT COMMITTEE
Section 13.1. Management Committee. No later than ten (10) days after the
Execution Date, the Parties shall establish a committee ("Management Committee") by
appointment of the Managers, which committee shall (a) coordinate and oversee the
implementation and administration of this Agreement, including matters relating to the Parties’
performance obligations under this Agreement, but excluding decisions that may be made by
either or both of the Parties under the express terms and conditions of this Agreement, (b) bear
responsibility for the matters expressly under the purview of the Management Committee
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pursuant to the terms and conditions of this Agreement, and (c) handle any other matters
delegated to the Management Committee by the express written agreement of the Parties. The
ensuing provisions of this Article 13 shall apply to the Management Committee.
Section 13.2. Appointment and Authority of Managers.
(a) Owner and Purchaser shall each be entitled to appoint one
member to serve on the Management Committee as a voting member (each a "Manager"). In
addition, Owner and Purchaser shall each designate, within ten (10) days after the Execution
Date, an alternate to its Manager (each, an "Alternate Manager") with the authority to serve in
place of, and with the authority of, such Manager solely if such Manager is absent from, or
unavailable to attend, a Management Committee meeting. Owner and Purchaser may also each
appoint such other non-voting members of the Management Committee as such Party deems
advisable to perform the tasks assigned to the Management Committee, and may remove or
replace such non-voting members, in each case, in its sole discretion. Each Party shall
promptly give written notice to the other Party of any change in the business address or
business telephone of its Manager or Alternate Manager (collectively, its "Authorized
Representatives").
(b) Each Authorized Representative shall be an agent of the
Party that designated such Authorized Representative, and subject to Section 13.1 and the next
two sentences, each Authorized Representative shall have the right and authority to bind the
Party such Authorized Representative represents. In respect of the Authorized Representatives,
(i) each Authorized Representative shall have power to act (or refrain from acting) solely in
accordance with the wishes of the Party that designated such Authorized Representative, (ii) the
acts of an Authorized Representative with respect to any matter shall be deemed to be the acts
of the Party that designated such Authorized Representative, and (iii) no Authorized
Representative shall owe (or be deemed to owe) any duty (fiduciary or otherwise) to any Party
other than the Party that designated such Authorized Representative. Notwithstanding the
foregoing, no Authorized Representative, in such capacity, shall have the authority to (A)
amend, waive, revise, modify or terminate this Agreement or any portion thereof, (B) serve any
notice alleging breach of this Agreement, or (C) enter into, settle or otherwise dismiss any
FERC or arbitration proceeding under Section 18.2 or Section 18.3.
(c) The compensation and expenses of Owner’s Authorized
Representatives, including an allocated share of overhead, shall be recoverable under the
Formula Rate in accordance with Article 8.
Section 13.3. Term of Managers; Resignation, Removal and Vacancies. Each
Authorized Representative shall serve until the earlier to occur of such Authorized
Representative’s resignation or removal. An Authorized Representative may resign as such at
any time by delivering written notice to that effect to Owner and Purchaser, and the effective
date of such resignation shall be the date upon which such notice is delivered, unless another
date therefor is specified therein. An Authorized Representative may be removed or replaced at
any time and for any reason and without the approval of the other Party by the Party that
appointed such Authorized Representative. In the event a vacancy on the Management
Committee occurs as a result of the death, disability, resignation, removal or otherwise of a
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Manager, such vacancy shall be promptly filled by the Party that appointed the vacating Manager.
Such Party shall provide written notice to the other Party whenever an Authorized
Representative appointed by such Party is removed or replaced.
Section 13.4. Meetings; Attendance.
(a) Meetings of the Management Committee shall be held on a
monthly basis prior to the Commercial Operation Date and quarterly thereafter, or more
frequently as determined by the Parties or the Management Committee, on such dates and at
such times as may be determined by the Management Committee. Notwithstanding the
foregoing sentence, a Party may call a special meeting by reasonable advance notice to the
other Party’s Manager in writing.
(b) Each Party shall use reasonable efforts to cause its Manager
or Alternate Manager to attend each Management Committee meeting, and no Party shall
withhold the presence or participation of its Manager or Alternate Manager to prevent, delay or
forestall decisions on matters under consideration by the Management Committee. The Parties
shall cause their respective Authorized Representatives not to delay unreasonably any actions
of the Management Committee.
(c) All meetings of the Management Committee shall be held
at Owner’s principal place of business or at such other place (or means if by telephone
conference or other means) as shall be agreed upon by the Parties or the Management
Committee. A designee of the Management Committee shall provide written notice to each
Party and Manager stating the date and hour of each Management Committee meeting, together
with a detailed agenda for the meeting, not less than five (5) Business Days before such
meeting. Attendance of an Authorized Representative of a Party at a Management Committee
meeting shall constitute a waiver of the foregoing notification requirement by such Party.
(d) A designee of the Management Committee shall record
minutes of each meeting and, within seven (7) Business Days following such meeting, shall
provide to each Party and Manager a copy of such minutes. If applicable, such minutes shall be
in such detail as required for purposes of Section 6.7.
Section 13.5. Rules. The Management Committee may adopt such rules of order
as it considers necessary or appropriate for the conduct of its business and the exercise of its
powers, none of which shall conflict with this Agreement.
Section 13.6. Action by the Management Committee.
An Authorized
Representative of Owner and an Authorized Representative of Purchaser shall together constitute
a quorum for the transaction of business, and each Authorized Representative shall have one (1)
vote on all decisions of the Management Committee. The affirmative vote of an Authorized
Representative of Owner and an Authorized Representative of Purchaser shall be the act of the
Management Committee.
Section 13.7. Action by Written Consent. Any action that may be taken by the
Management Committee under this Agreement may be taken without a meeting and without a
vote if there is written consent, setting forth the action so taken, and signed by an Authorized
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Representative of Owner and an Authorized Representative of Purchaser or with the electronic
approval of an Authorized Representative of Owner and an Authorized Representative of
Purchaser. Any action taken by the written consent shall have the same force and effect as if
taken at a meeting. If applicable, such written consent shall be in such detail as required for
purposes of Section 6.7.
Section 13.8. Telephonic Meetings. Managers may participate in any meeting of
the Management Committee by means of conference telephone or similar communication
equipment by which both Managers participating in the meeting can hear each other at the same
time. Such participation shall constitute presence in person at the meeting.
Section 13.9. Impasse between the Managers. Except in the case of any Annual
Plan and Operating Budget, an "Impasse" shall be deemed to have occurred if, for any reason,
the Authorized Representatives are unable to reach agreement on a matter submitted to the
Management Committee for approval or any Dispute referred to the Management Committee for
resolution within thirty (30) days after such submission or referral, or such earlier or longer
period as the Management Committee may establish. In the case of any Annual Plan and
Operating Budget, an "Impasse" shall be deemed to have occurred if, for any reason, the
Authorized Representatives are unable to reach agreement on an Annual Plan and Operating
Budget submitted to the Management Committee within sixty (60) days after such submission, or
such earlier or longer period as the Management Committee may establish.
ARTICLE 14
BILLING AND PAYMENTS
Section 14.1. Invoices.
(a) No later than sixty (60) days before the date Owner
reasonably expects the Commercial Operation Date to occur, Owner shall deliver to Purchaser
an estimated Revenue Requirement for the first Contract Year, pursuant to which the
Transmission Service Payments shall be calculated under the Formula Rate, such estimated
Revenue Requirement to be effective as of the Commercial Operation Date.
calculated as follows:

(b)

The monthly Transmission Service Payments shall be

(i)
The monthly Transmission Service Payments for
the first Contract Year shall be calculated by dividing (A) the estimated Revenue Requirement
described in clause (a) above, by (B) the number of calendar months in such Contract Year.
(ii)
The monthly Transmission Service Payments for
any Contract Year thereafter, other than the final Contract Year, shall be calculated by dividing
(A) the estimated Revenue Requirement for such Contract Year by (B) twelve (12).
The monthly Transmission Service Payments for
(iii)
the final Contract Year shall be calculated by dividing (A) the estimated Revenue Requirement
for such final Contract Year by (B) number of calendar months in such Contract Year.
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(c) Within seven (7) Business Days after the first day of each
calendar month following the commencement of the Operation Phase, Owner shall submit an
Invoice to Purchaser for the Transmission Service Payments owed for the preceding calendar
month, and Purchaser shall pay the amounts set forth in the Invoice within fourteen (14)
Business Days following its receipt of such Invoice. During the Decommissioning Payment
Period, all Invoices shall separately set forth the portion of the Transmission Service Payment
that is associated with the Levelized Monthly Decommissioning Payment or Preliminary
Monthly Decommissioning Payment, as applicable. All payments shall be made in
immediately available funds payable to Owner by wire transfer to a bank named by Owner, in
accordance with wiring instructions provided to Purchaser by Owner in writing, except that the
Levelized Monthly Decommissioning Payment or Preliminary Monthly Decommissioning
Payment, as applicable, shall be made in immediately available funds and deposited into the
Decommissioning Fund in accordance with the terms and conditions established by the
Management Committee, as contemplated by Section 9.3.3(b). Owner shall be entitled to
change the place or recipient for payment by thirty (30) days’ prior written notice to Purchaser.
(d) Invoices provided under this Agreement will be based upon
the estimated Revenue Requirement, subject to a true-up to actual costs pursuant to Section
14.2. For the first Contract Year, the estimated Revenue Requirement described in clause (a)
above shall become effective as of the Commercial Operation Date. For each Contract Year
thereafter, the estimated Revenue Requirement for such Contract Year, shall become effective
on January 1st of such Contract Year.
Section 14.2. Reconciliation; Audit Rights.
(a) Owner shall provide Purchaser with a statement setting
forth in reasonable detail all of the costs and expenses used to calculate the trued-up annual
Revenue Requirement pursuant to the Formula Rate during the prior year, and the activities
associated therewith, no later than sixty (60) days after Owner has filed its FERC Form 1 for
such prior year. The foregoing statement shall detail all components of the amounts included in
the Formula Rate and all calculations used to determine the final Transmission Service
Payments thereunder (based upon costs actually incurred).
(b) At Purchaser’s reasonable request, Owner shall make
available to Purchaser any information reasonably necessary to permit Purchaser to audit
Owner’s application of the Formula Rate. At Purchaser’s reasonable request, Owner shall also
make available to Purchaser any information reasonably necessary to support the borrowing
cost of any Additional Financing described in clause (a)(i) of the definition thereof. Owner
acknowledges and agrees that the making of any payment hereunder by Purchaser or the
approval of any cost estimate, budget, schedule or maintenance plan by the Management
Committee shall be without prejudice to the audit rights of Purchaser provided herein.
(c) If and to the extent the total amount of the estimated
Transmission Service Payments initially paid by Purchaser for any calendar year is greater than
the costs actually incurred in such calendar year under the Formula Rate, then Owner shall
refund to Purchaser the excess amounts collected, together with interest thereon calculated
pursuant to Section 14.5(a), in a single lump sum due on the same date on which Owner is
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required to submit the first Invoice to be delivered after the receipt by Purchaser of the
statement described in clause (a) above. If and to the extent the total amount of the estimated
Transmission Service Payments initially paid by Purchaser for any calendar year is less than the
costs actually incurred during such calendar year under the Formula Rate, then Purchaser shall
pay a surcharge to Owner in the amount of such deficiency, together with interest thereon
calculated pursuant to Section 14.5(b), which surcharge shall be payable in a single lump sum
due on the same date on which Purchaser is required to pay the amounts set forth in the first
Invoice to be delivered after the receipt by Purchaser of the statement described in clause (a)
above. Solely for purposes of performing the calculations set forth in this clause (c), for any
calendar year, the actual amounts associated with the Levelized Monthly Decommissioning
Payments or Preliminary Monthly Decommissioning Payments, as applicable, during such
calendar year shall be deemed to be equal to the estimated amounts associated with the
Levelized Monthly Decommissioning Payments or Preliminary Monthly Decommissioning
Payments, as applicable, that are included in the estimated Transmission Service Payments for
such calendar year.
Section 14.3. Procedures for Billing Disputes.
(a) In the event of any Impasse or other Dispute with respect to
the amount owed to Owner by Purchaser under this Agreement, Purchaser shall have no right to
withhold payment of the Disputed amount pending resolution of the Dispute; provided,
however, that, in the event such Dispute is resolved in favor of Purchaser, Owner shall
complete the following tasks consistent with the resolution of such Dispute: (i) retroactively
adjust all payments previously made by Purchaser; (ii) promptly refund all overpayments
previously made by Purchaser, together with interest thereon in accordance with Section
14.2(c), in immediately available funds or by wire transfer, in each case, in accordance with
wiring instructions provided to Owner by Purchaser in writing; and (iii) thereafter conform all
future Invoices to reflect the resolution of such Dispute. Purchaser’s payment of any Disputed
amounts (A) shall not be deemed to be an acceptance or approval by Purchaser of the
correctness or prudency of the costs reflected therein (provided that nothing herein shall alter
the otherwise applicable burden of proof set forth in Section 8.1.4 for prudency challenges or
time limit set forth in clause (b) below within which Purchaser has the right to challenge an
Invoice) and (B) shall be without prejudice to any right or remedy that Purchaser may have
under this Agreement, including under Section 8.1.4, to contest any such amount.
(b) Purchaser shall not have the right to challenge any Invoice
or to bring any action of any kind challenging the propriety of any Invoice after the second
(2nd) anniversary of the date payment of the Invoice was due; provided, however, that, in the
case of an Invoice based upon cost estimates, such two (2)-year period shall be based upon the
date such Invoice is reconciled to actual costs in a statement provided to Purchaser unless the
challenge equally applied to such cost estimates, in which case such two (2)-year period shall
be based upon the date on which such cost estimates was provided to Purchaser. If an Invoice
is not rendered within two (2) years after the end of the calendar month during which such
Invoice should have been rendered hereunder, then the right to payment of such Invoice is
waived.
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Section 14.4. Reporting of Revenue Credits. In the event Owner becomes aware
of a material change in the revenue credits to be made to Purchaser in any calendar month as
compared with the revenue credits contained in the applicable Annual Plan and Operating
Budget, Owner shall promptly notify the Management Committee of the nature and amount of
such revenue credits.
Section 14.5. Interest. All interest payable under this Section 14.5 shall be
calculated pursuant to 18 C.F.R. § 35.19a(a), as such regulation (or any successor thereto) is in
effect during the period during which such interest is due.
(a) Interest on refunds owed to Purchaser by Owner under
Section 3.4(b), Section 9.2 or Section 14.2(c) shall begin to accrue on the amount subject to
refund, as originally invoiced, from the earlier to occur of the due date or the date of payment
of the monthly Invoices to which the refund relates and shall continue to accrue until the date
of payment of such refund.
(b) Interest on surcharges owed to Owner by Purchaser under
Section 3.4(b) or Section 14.2(c) shall begin to accrue on the surcharge from the due date of the
monthly Invoices to which the surcharge relates and shall continue to accrue until the date of
payment of such surcharge.
(c) Amounts not paid when due to either Owner or Purchaser
under this Agreement (other than amounts owed pursuant to Section 3.4(b), Section 9.2 or
Section 14.2(c)) shall bear interest from the date such amount was due until the date of
payment of such overdue amount. For the avoidance of doubt, as illustrated in Attachment I, if
all or a portion of the amount to which such interest relates is later refunded pursuant to this
Agreement, then, in calculating that refund, such interest shall not be included in the refund.
Refunds of overpayments owed to Purchaser by Owner under this Agreement (other than
amounts owed pursuant to Section 3.4(b), Section 9.2 or Section 14.2(c)) shall begin to accrue
interest on the amount subject to refund, as originally invoiced, from the earlier to occur of the
due date or the date of payment of the monthly Invoices to which the overpayment relates and
shall continue to accrue interest until the date of payment of such refund.
Section 14.6. Obligation to Make Payments. The Parties acknowledge and agree
that, except as set forth in Section 4.3.1, Section 7.4.1, Section 8.1.4, Section 14.7, Section
15.4(h) and Section 16.4, no cause or event whatsoever shall excuse or suspend Purchaser’s
obligation to pay Transmission Service Payments, Owner’s estimate of the amounts owed to
Owner by Purchaser under Section 3.3, the Decommissioning Estimate, or any other amounts
payable by Purchaser under this Agreement. The Parties also acknowledge and agree that no
cause or event whatsoever shall excuse or suspend any amounts payable by Owner under this
Agreement.
Section 14.7. Offsets. Except as otherwise provided in Section 3.4(b), Section
9.3.4, Section 9.3.5(d), Section 9.3.5(e) and Section 15.4(h), neither of the Parties shall be
entitled to deduct and setoff payment of any amount owed to such Party under this Agreement
against payment of any amount owing under this Agreement or any other agreement between the
Parties or their Affiliates.
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ARTICLE 15
EVENTS OF DEFAULT AND REMEDIES
Section 15.1. Purchaser Defaults. Except to the extent excused as a result of an
event of Force Majeure in accordance with Article 16, the occurrence of one or more of the
following events shall constitute a default by Purchaser under this Agreement (a "Purchaser
Default"):
(a) Purchaser’s failure to pay any amount due to Owner under
this Agreement by the due date, which failure is not cured within thirty (30) days after the
receipt by Purchaser of a demand from Owner that such amount is due and owing and has not
been timely paid.
the provisions of Article 17.

(b)

Purchaser’s failure to comply in any material respect with

(c) Purchaser’s failure to perform or comply with any of its
obligations under this Agreement, other than those described in clauses (a) and (b) above, or
under the Letter Agreement, in each case, in any material respect, and, if such failure is
susceptible to cure, such failure continues for thirty (30) days after the receipt by Purchaser of
written notice thereof from Owner, unless such cure shall reasonably require a longer period, in
which case Purchaser shall be provided such additional period as necessary to complete such
cure so long as Purchaser has promptly commenced such cure and thereafter diligently pursues
and completes such cure.
(d) Any representation or warranty made by Purchaser in this
Agreement is false or misleading at the time made and such inaccuracy has a material adverse
effect on the ability of Owner to perform its obligations under this Agreement, individually or
in the aggregate, or on the business, operations or financial condition of Owner.
(e)

Any Insolvency Event occurs with respect to Purchaser.

Section 15.2. Owner Defaults. Except to the extent excused as a result of an
event of Force Majeure in accordance with Article 16, the occurrence of one or more of the
following events shall constitute a default by Owner under this Agreement (an "Owner Default"):
(a) Owner’s failure to pay any amount due to Purchaser under
this Agreement by the due date, which failure is not cured within thirty (30) days after the
receipt by Owner of a demand from Purchaser that such amount is due and owing and has not
been timely paid.
(b) An Owner Delay occurs and the Operation Phase has not
commenced by the fifth (5th) anniversary of Owner’s Initial Deadline (which fifth (5th)
anniversary shall not be subject to extension for any event of Force Majeure).
5.1.2(a)(ii).
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5.1.2(a)(iii).
5.1.2(e).

(d)

Owner’s failure to comply with the provisions of Section

(e)

Owner’s failure to comply with the provisions of Section

(f) Owner’s failure to comply with the provisions of Section
5.6; provided that such failure also constitutes a default under any Loan Agreement (or any
agreement entered into by Owner with a Financing Party or any equity commitment or similar
agreement entered into by any Affiliate of Owner with a Financing Party in connection
therewith).
5.7(a).

provisions of Article 17.

(g)

Owner’s failure to comply with the provisions of Section

(h)

A Non-Excused Outage occurs.

(i)

Owner’s failure to comply in any material respect with the

(j) Owner’s failure to perform or comply with any of its
obligations under this Agreement, other than those described in clauses (a), (b), (c), (d), (e), (f),
(g), (h) and (i) above, or under the Letter Agreement, in each case, in any material respect, and,
if such failure is susceptible to cure, such failure continues for thirty (30) days after the receipt
by Owner of written notice thereof from Purchaser, unless such cure shall reasonably require a
longer period, in which case Owner shall be provided such additional period as necessary to
complete such cure so long as Owner has promptly commenced such cure and thereafter
diligently pursues and completes such cure.
(k) Any representation or warranty made by Owner in this
Agreement is false or misleading at the time made and such inaccuracy has a material adverse
effect on the ability of Purchaser to perform its obligations under this Agreement, individually
or in the aggregate, or on the business, operations or financial condition of Purchaser.
(l)

Any Insolvency Event occurs with respect to Owner.

Section 15.3. Remedies Upon Purchaser Default. Upon the occurrence of a
Purchaser Default and at any time thereafter so long as the same is continuing, Owner shall be
entitled, to the extent permitted by Applicable Law, to exercise one or more of the following
remedies, as Owner shall elect:
(a) In the case of a Purchaser Default pursuant to Section
15.1(a), and subject to Section 5.8, Owner may terminate this Agreement by written notice to
Purchaser as of a date that is not less than ninety (90) days after the date of such notice.
(b) In the case of a Purchaser Default pursuant to Section
15.1(a), and subject to Section 5.8, Owner may suspend all or part of Owner’s obligations or
Purchaser’s rights under this Agreement during the period during which such Purchaser Default
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is continuing. During any such period of suspension occurring after the Commercial Operation
Date, (i) Purchaser shall not be entitled to schedule, and shall not schedule, any transactions
over the Northern Pass Transmission Line and (ii) the OASIS Provider shall be directed to post
any portion of the transmission capacity available over the Northern Pass Transmission Line
and to attempt to sell such capacity to one or more third parties consistent with Article 10. The
proceeds of any capacity releases and transmission resales made pursuant to the foregoing
sentence and received by Owner, net of reasonable fees (including attorneys’ fees) and other
expenses incurred by Owner in connection with this Section 15.3(b), shall be credited against
any accrued but unpaid payment obligation of Purchaser to Owner hereunder. Any proceeds in
excess of such accrued but unpaid payment obligation of Purchaser shall be credited in
accordance with Section 10.4; provided, however, that Owner shall have no liability for, or
obligation to credit against any accrued but unpaid payment obligation of Purchaser to Owner
hereunder, amounts due but not paid by any third party in connection with any capacity releases
and transmission resales made pursuant to this Section 15.3(b).
(c) Subject to Article 19 and this Section 15.3, as applicable,
Owner may recover all damages suffered by Owner that are due to a Purchaser Default,
including, for the avoidance of doubt, any costs or expenses (including reasonable attorneys’
fees) reasonably incurred by Owner to recover any amounts owed to Owner by Purchaser under
this Agreement.
(d) Owner may exercise and enforce any and all of its rights
and remedies under the Purchaser Guaranty or any other financial assurances held by Owner.
(e) Owner may exercise any and all other rights and remedies
that may be available to Owner at law or in equity, unless expressly prohibited or otherwise
restricted by Article 19 or any other provision of this Agreement. Notwithstanding the
foregoing sentence, Owner shall have no right to (i) terminate this Agreement based upon a
Purchaser Default, except as provided in clause (a) above, or (ii) suspend transmission service
under this Agreement based upon a Purchaser Default, except as provided in clause (b) above.
Section 15.4. Remedies Upon Owner Default. Upon the occurrence of an Owner
Default and at any time thereafter so long as the same is continuing, Purchaser shall be entitled,
to the extent permitted by Applicable Law, to exercise one or more of the following remedies, as
Purchaser shall elect:
(a) In the case of an Owner Default pursuant to Section 15.2(b)
or Section 15.2(d), and subject to Section 5.8, Purchaser may exercise all of its rights and
remedies contemplated by Section 4.3.1, including the right to terminate this Agreement by
written notice to Owner as of a date that is not less than ninety (90) days after the date of such
notice. Such rights and remedies shall collectively be the sole and exclusive remedy of
Purchaser with respect to such Owner Default as provided in Section 4.3.1(b)(iii).
(b) In the case of an Owner Default pursuant to Section 15.2(c),
and subject to Section 5.8, this Agreement shall terminate in accordance with Section 3.3.5
without liability to either Party (except for any accrued but unpaid payment obligations and any
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indemnification obligations under this Agreement). Such termination shall be the sole and
exclusive remedy of Purchaser with respect to such Owner Default.
(c) In the case of an Owner Default pursuant to Section 15.2(f),
and subject to Section 5.8, Purchaser may terminate this Agreement by written notice to Owner
as of a date that is not less than ninety (90) days after the date of such notice. Such termination
shall be the sole and exclusive remedy of Purchaser with respect to such Owner Default and
any breach of Section 8.3(a) resulting from such Owner Default.
(d) In the case of an Owner Default pursuant to Section 15.2(h),
and subject to Section 5.8, Purchaser may exercise all of its rights and remedies contemplated
by Section 7.4, including the right to terminate this Agreement by written notice to Owner as of
a date that is not less than ninety (90) days after the date of such notice if the Northern Pass
Transmission Line is entirely out-of-service for the five (5)-year period following a NonExcused Outage (which five (5)-year period shall not be subject to extension for any event of
Force Majeure). Such rights and remedies shall collectively be the sole and exclusive remedy
of Purchaser with respect to such Owner Default as provided in Section 7.4.4.
(e) Upon the written agreement of the Parties on the amount of
the damages suffered by Purchaser as a result of an Owner Default, or the determination of
such amount pursuant to the dispute resolution provisions herein, then, if Owner shall not have
paid such amount by the date specified for payment in such written agreement or within
fourteen (14) Business Days after the date of such determination, as applicable, Purchaser may
exercise and enforce any and all of its rights and remedies under the Purchaser’s Security
Documents or against Purchaser’s Lien.
(f) Subject to the limitations provided in Section 4.3.1(b)(iii),
Section 7.4.4, Article 19 or this Section 15.4, as applicable, Purchaser may recover all damages
suffered by Purchaser as a result of an Owner Default, including, for the avoidance of doubt,
any costs or expenses (including reasonable attorneys’ fees) reasonably incurred by Purchaser
to recover any amounts owed to Purchaser by Owner under this Agreement.
(g) Purchaser may exercise and enforce any and all of its rights
and remedies under the Owner Guaranty or any other financial assurances held by Purchaser.
(h) In the event the Parties agree in writing upon the amount of
the damages suffered by Purchaser as a result of an Owner Default (i) due to a Non-Excused
Outage or (ii) pursuant to Section 21.2, or such amount has been determined pursuant to the
dispute resolution provisions herein, then, if Owner shall not have paid such amount by the date
specified for payment in such written agreement or within fourteen (14) Business Days after the
date of such determination, as applicable, Purchaser may deduct and setoff payment of such
amount against any Transmission Service Payment.
(i) Purchaser may exercise any and all other rights and
remedies that may be available to Purchaser at law or in equity, unless expressly prohibited or
otherwise restricted by Article 19 or any other provision of this Agreement. Notwithstanding
the foregoing sentence, Purchaser shall have no right to (i) terminate this Agreement based
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upon an Owner Default, except as provided in clauses (a), (c) and (d) above, or (ii) any
reduction of or offset against payments under this Agreement based upon an Owner Default,
except as contemplated by Section 7.4.1, Section 8.1.4, Section 14.7, Section 15.4(h) and
Section 16.4, as applicable.
Section 15.5. Disputes. Any Dispute over whether or not an Owner Default or
Purchaser Default has occurred shall be resolved in accordance with Article 18.
ARTICLE 16
FORCE MAJEURE
Section 16.1. Definition.
(a) "Force Majeure" means an event or circumstance that
prevents a Party from performing its obligations under this Agreement, which event or
circumstance is not within the reasonable control of such Party. Such events or circumstances
shall include the following, but only to the extent they satisfy the foregoing condition: actions
or inactions of any Governmental Authority; acts of God; war, terrorism, riot or insurrection;
blockades; embargoes; sabotage; epidemics; explosions and fires; hurricanes, floods, blizzards,
ice storms, thunderstorms and other abnormal weather conditions; national or regional general
strikes, lockouts or other labor disputes. Force Majeure shall not include (i) changes in market
conditions that affect the demand for, or supply of, electrical energy or capacity or transmission
service, (ii) the acts or omissions of a third party, including contractors, customers, vendors and
sub-contractors, except to the extent resulting from Force Majeure, (iii) economic hardship or
(iv) the financial inability of any Person to perform its obligations.
(b) A Party shall not be required to settle any strike, walkout,
lockout or other labor dispute on terms that, in the sole judgment of such Party, are contrary to
its interest. The settlement of strikes, walkouts, lockouts or other labor disputes shall be
entirely within the discretion of the Party involved in such dispute.
Section 16.2. Conditions.
(a) If and to the extent a Party is prevented by Force Majeure
from performing, in whole or part, its obligations under this Agreement and such claiming
Party gives notice and details of the Force Majeure to the other Party as soon as practicable,
then such claiming Party shall be excused from the performance of its obligations hereunder
(other than the obligation to make any payments or comply with Article 17); provided that the
suspension of performance due to Force Majeure shall be of no greater scope than is required
by such Force Majeure and shall be of no greater duration than is consistent with clause (b)
below.
(b) Such claiming Party shall use commercially reasonable
efforts to (i) seek to avoid and (ii) mitigate or remedy any Force Majeure in a commercially
reasonable timeframe consistent with Good Utility Practice. Subject to the limitations provided
in Section 16.3, all costs and expenses incurred by Owner to comply with its obligations under
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the foregoing sentence shall be recoverable under the Formula Rate in accordance with Article
8.
Section 16.3. Events of Loss.
(a) Owner shall notify Purchaser as soon as practicable, but in
no event later than ten (10) days, after Owner becomes aware of a Loss Occurrence.
(b) The following provisions shall apply in the event of a Loss
Occurrence during the Construction Phase:
(i)
Promptly after, but no later than sixty (60) days
following a Loss Occurrence, Owner shall prepare and submit to the Management Committee for
review and approval a Construction Budget and Schedule inclusive of all projected
Reconstruction Costs associated with such Loss Occurrence.
(ii)
Subject to Purchaser’s termination rights under
Section 3.3.6 or Section 3.3.8, as applicable, and the rights of any Financing Party, Owner shall
reconstruct or otherwise repair the Northern Pass Transmission Line in a manner consistent with
Owner’s rights and obligations under Section 5.1.2(a)(i) and Section 5.2.4(a); provided, however,
that Owner shall not commence with such reconstruction or repair prior to the sixty-first (61st)
day after the receipt by Purchaser’s Manager of the proposed Construction Budget and Schedule
described in clause (b)(i) above, unless the Management Committee shall have approved, or
Purchaser shall have agreed in writing to reimburse Owner for, the costs associated therewith.
Any delays in reconstruction or repair due to Owner’s compliance with the proviso to the first
sentence of this clause (b)(ii) shall not constitute a violation of Good Utility Practice.
(c) The following provisions shall apply in the event of a Loss
Occurrence during the Operation Phase:
(i)
Promptly after, but no later than sixty (60) days
following, a Loss Occurrence Owner shall prepare and submit to the Management Committee for
review and approval a budget and schedule that sets forth all Reconstruction Costs and the
expected timeline to complete the work required to reconstruct or otherwise repair the Northern
Pass Transmission Line (the "Reconstruction Plan"), together with a statement for informational
purposes that sets forth in reasonable detail the unamortized Rate Base calculated as of the date
of such Loss Occurrence (the "Rate Base Calculation"). At the request of Purchaser’s Manager,
Owner shall provide the Management Committee with access to, and copies of, all reasonably
requested documentation concerning such Reconstruction Plan or Rate Base Calculation.
(ii)
The Management Committee shall promptly review
the proposed Reconstruction Plan, and may approve such Reconstruction Plan in whole or in part.
If an Impasse occurs with respect to the proposed Reconstruction Plan (or any part thereof), then
the Impasse shall not be resolved under the dispute resolution provisions herein, and instead,
subject to Purchaser’s termination rights under Section 3.3.9 or Section 3.3.10, as applicable, the
proposed Reconstruction Plan, with any changes agreed upon by the Management Committee,
shall be deemed to be (A) in effect upon the sixty-first (61st) day after the receipt by Purchaser’s
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Manager of such Reconstruction Plan and Rate Base Calculation and (B) approved by the
Management Committee as of such date for purposes of Section 8.1.4(c)(i).
(iii)
Subject to Purchaser’s termination rights under
Section 3.3.9 or Section 3.3.10, as applicable, and the rights of any Financing Party, Owner shall
reconstruct or otherwise repair the Northern Pass Transmission Line in a manner consistent with
Owner’s rights and obligations under Section 16.2(b) and clause (c)(iv) below; provided,
however, that Owner shall not commence with such reconstruction or repair prior to the sixtyfirst (61st) day after the receipt by Purchaser’s Manager of the proposed Reconstruction Plan and
the Rate Base Calculation described in clause (c)(i) above, unless the Management Committee
shall have approved, or Purchaser shall have agreed in writing to reimburse Owner for, the costs
associated therewith. Any delays in reconstruction or repair due to Owner’s compliance with the
proviso to the first sentence of this clause (c)(iii) shall not constitute a violation of Good Utility
Practice.
(iv)
Owner shall use commercially reasonable efforts
not to exceed the budgeted amounts set forth in the Reconstruction Plan; provided, however, that,
consistent with Section 16.2(b), all Reconstruction Costs, whether or not set forth in such
Reconstruction Plan, shall be recoverable under the Formula Rate in accordance with Article 8.
Section 16.4. Extended Outages; Extended Term.
(a) If an event of Force Majeure in the United States renders
the Northern Pass Transmission Line entirely out-of-service for more than three hundred sixtyfive (365) consecutive days (an "Extended Outage"), then Purchaser shall have no obligation to
pay the ROE portion of the Transmission Service Payment or depreciation expenses from and
after the final day of such three hundred sixty-five (365)-day period until such time as the
Northern Pass Transmission Line has been placed back in-service at an operating condition
sufficient to enable the provision of Firm Transmission Service, but Purchaser shall continue to
pay all other portions of the Transmission Service Payments, including the debt component,
Taxes and O&M Costs, during such Extended Outage.
(b)

Following an Extended Outage:

(i)
the Term shall be extended for a period equal to the
entire period of time during which the Northern Pass Transmission Line was out-of-service due
to such Extended Outage; and
(ii)
the ROE portion of the Transmission Service
Payments and depreciation expenses shall resume and Owner shall recover the ROE on the
remaining transmission investment and such depreciation, in each case, over the period
commencing on such resumption date and ending on the last day of the penultimate year of the
extended Term.
(c) From and after the first calendar month following the
Commercial Operation Date, if an event of Force Majeure causes the availability of the
Northern Pass Transmission Line ("Average Availability") to fall below the Minimum Average
Availability, as measured over any calendar month, then the Term shall be extended for an
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additional calendar month, except where the Term has already been extended for such
unavailability of the Northern Pass Transmission Line under clause (b)(i) above.
(d)
Any costs and expenses that are incurred during any
extended Term contemplated by clause (b)(i) or (c) above shall be recoverable under the
Formula Rate in accordance with Article 8.
(e) For purposes of this Section 16.4, the Average Availability
for any measurement period shall be calculated using the arithmetic average of the Hourly
Availability values for all hours in such measurement period.
Section 16.5. Insurance Proceeds. Subject to the rights of any Financing Party,
if and to the extent Owner receives or is entitled to receive proceeds from insurance or other
amounts payable in connection with any Force Majeure (including any Loss Occurrence), Owner
shall then credit such amounts (excluding any proceeds of any liability insurance policy or any
insurance proceeds or other amounts payable to any Financing Party, unless such amounts
payable are permitted under the applicable Loan Documents to be applied to such Force Majeure)
to Purchaser under the Formula Rate, net of reasonable fees (including attorneys’ fees) and other
expenses incurred by Owner in connection with the receipt and final collection of such amounts.
Owner shall use commercially reasonable efforts to pursue the collection or recovery of any such
amounts and otherwise seek to enforce any rights to which it is entitled with respect to any Force
Majeure (including any Loss Occurrence).
ARTICLE 17
FINANCIAL ASSURANCES
Section 17.1. Parent Guaranty.
Section 17.1.1.Purchaser’s Guaranty.
(a)
Purchaser shall cause Hydro-Québec to execute and deliver
to Owner, no later than the Execution Date, a payment guaranty, substantially in the form
attached hereto as Attachment E-1, for the benefit of Owner (the "Purchaser Guaranty"), which
Purchaser Guaranty shall guaranty payment of (i) all present and future amounts owed by
Purchaser to Owner hereunder (excluding obligations owed by Purchaser to Owner for
Decommissioning Costs); provided that the aggregate liability of Hydro-Québec for such
amounts shall be subject to the Stated Cap set forth in the Purchaser Guaranty, which Stated Cap
shall be equal to the Determined Cap determined in accordance with this Section 17.1.1 (the
"Capped Guaranteed Obligations"), (ii) the Decommissioning Liquidated Damages, as provided
in the Purchaser Guaranty, and (iii) certain costs of enforcement, as provided in the Purchaser
Guaranty.
(b) In accordance with clauses (g) and (i) below, as applicable,
Purchaser shall cause Hydro-Québec to reissue the Purchaser Guaranty with a revised Stated
Cap from time to time. Upon the receipt by Owner of each Purchaser Guaranty that has been
reissued in compliance with clause (g) or (i) below, as applicable, the previously issued
Purchaser Guaranty shall terminate, subject to clause (e) below.
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(c) Subject to Section 23.1, Purchaser shall cause each
Purchaser Guaranty to be and remain in full force and effect at all times from and after the
commencement of the Construction Phase and until the earlier to occur of (i) the date on which
the obligations guaranteed thereunder have been fully, finally and indefeasibly paid, or, with
respect to the obligations guaranteed thereunder with respect to the payment of the
Decommissioning Liquidated Damages, the termination date therefor, as set forth in the
Purchaser Guaranty, and (ii) subject to clause (e) below, the date on which a Purchaser
Guaranty shall have been reissued in compliance with clause (g) or (i) below, as applicable.
follows:

(d)

The Determined Cap shall be an amount determined as

(i)
until the first Redetermination Date, the Determined
Cap shall equal Fifty-Five Million U.S. Dollars (U.S. $55,000,000);
(ii)
as of each Redetermination Date during the period
commencing on the first Redetermination Date and ending on the last day of the Construction
Phase, the Determined Cap shall equal (A) the Owner’s Costs Plus EAFUDC that, if applicable,
would be payable upon an early termination of this Agreement as of such Redetermination Date,
with the "Owner’s Costs" component of the Owner’s Costs Plus EAFUDC to be determined by
reference to (1) all amounts described in clauses (a) and (b) of the definition of "Owner’s Costs"
that have been incurred by Owner with respect to the Northern Pass Transmission Line prior to
such Redetermination Date (whether payable before or after such Redetermination Date, and
including reasonable forecasts of such amounts to the extent the actual amounts thereof are
unknown to Owner as of the date of the applicable Redetermination Certificate), subject to the
exclusions to such definition, plus (2) the Estimated Wind-Down Costs set forth in the estimate
thereof delivered to Purchaser under Section 5.2.3 concurrently with the delivery to the
Management Committee of the most recent Construction Budget and Schedule for the upcoming
fourteen (14) calendar months after such Redetermination Date; plus (B) the budgeted
Construction Costs, as set forth in the most recent Construction Budget and Schedule for the
upcoming fourteen (14) calendar months after such Redetermination Date; minus (C) the sum of
all Capped Guaranteed Obligations paid by Hydro-Québec to Owner under any Purchaser
Guaranty prior to the date of the applicable Redetermination Certificate; provided, however, that,
if Purchaser shall have submitted any matter with respect to Estimated Wind-Down Costs to the
Management Committee for resolution under Section 5.2.3(b) and the Management Committee
shall not have resolved such matter prior to the date of such Redetermination Certificate, then,
until the Management Committee shall have agreed upon such Estimated Wind-Down Costs (or
such Estimated Wind-Down Costs shall have been determined pursuant to the dispute resolution
provisions in this Agreement in the event of an Impasse with respect thereto), the Estimated
Wind-Down Costs shall be deemed equal to the Estimated Wind-Down Costs set forth in the
estimate thereof delivered to Purchaser under Section 5.2.3 concurrently with the delivery to the
Management Committee of the most recent Construction Budget and Schedule for the upcoming
fourteen (14) calendar months after such Redetermination Date. If the Estimated Wind-Down
Costs are subsequently adjusted by the agreement of the Management Committee (or pursuant to
the dispute resolution provisions in this Agreement in the event of an Impasse with respect
thereto), then Purchaser shall cause Hydro-Québec to reissue the Purchaser Guaranty in
accordance with clause (i) below. For the avoidance of doubt, the budgeted Construction Costs
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described in the foregoing clause (B) shall be subject to the approval of the Management
Committee as and to the extent provided in Section 5.2.2(b).
(iii)
as of each Redetermination Date during the
Operation Phase, the Determined Cap shall equal (A) the Owner’s Costs Plus EAFUDC that, if
applicable, would be payable upon an early termination of this Agreement as of such
Redetermination Date, with the "Owner’s Costs" component of the Owner’s Costs Plus
EAFUDC to be determined by reference to (1) all amounts described in clauses (a) and (b) of the
definition of "Owner’s Costs" that have been incurred by Owner with respect to the Northern
Pass Transmission Line prior to such Redetermination Date (whether payable before or after
such Redetermination Date, and including reasonable forecasts of such amounts to the extent the
actual amounts thereof are unknown to Owner as of the date of the applicable Redetermination
Certificate), subject to the exclusions to such definition, plus (2) the Estimated Wind-Down
Costs set forth in the estimate thereof delivered to Purchaser under Section 6.4 concurrently with
the delivery to the Management Committee of the Capital Plan for the upcoming Contract Year
after such Redetermination Date; plus (B) the sum of (1) the budgeted amounts set forth in the
Capital Plan for the upcoming Contract Year after such Redetermination Date, plus (2) the
budgeted amounts set forth in the Multiyear Outlook for the second and third Contract Years
after such Redetermination Date (the sum of the amounts set forth in the foregoing clauses (1)
and (2), the "Budgeted Amount"); minus (C) the sum of all Capped Guaranteed Obligations paid
by Hydro-Québec to Owner under any Purchaser Guaranty prior to the date of the applicable
Redetermination Certificate; provided, however, that:
(1)
if Purchaser shall have submitted any matter with
respect to Estimated Wind-Down Costs to the Management Committee for resolution under
Section 6.4(b) and the Management Committee shall not have resolved such matter prior to the
date of such Redetermination Certificate, then, until the Management Committee shall have
agreed upon such Estimated Wind-Down Costs (or such Estimated Wind-Down Costs shall have
been determined pursuant to the dispute resolution provisions in this Agreement in the event of
an Impasse with respect thereto), the Estimated Wind-Down Costs shall be deemed equal to the
Estimated Wind-Down Costs set forth in the estimate thereof delivered to Purchaser under
Section 6.4 concurrently with the delivery to the Management Committee of the most recent
Annual Plan and Operating Budget for the upcoming Contract Year after such Redetermination
Date;
(2)
if the Management Committee shall not have
approved such Capital Plan or Multiyear Outlook (or such Capital Plan or Multiyear Outlook
shall not have been determined pursuant to the dispute resolution provisions in this Agreement in
the event of an Impasse with respect thereto) prior to the date of such Redetermination
Certificate, then, until the Management Committee shall have approved such Capital Plan or
Multiyear Outlook (or such Capital Plan or Multiyear Outlook shall have been determined
pursuant to the dispute resolution provisions in this Agreement in the event of an Impasse with
respect thereto), the Budgeted Amount shall be deemed equal to the sum of the budgeted
amounts for the upcoming three (3) Contract Years after such Redetermination Date, as set forth
in (x) the Multiyear Outlook most recently approved by the Management Committee (or
determined pursuant to the dispute resolution provisions in this Agreement in the event of an
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Impasse with respect thereto) or (y) if no such Multiyear Outlook exists, then the Multiyear
Outlook most recently delivered to the Management Committee under Section 6.3; and
(3)
if the Estimated Wind-Down Costs, Capital Plan or
Multiyear Outlook is subsequently adjusted by the agreement of the Management Committee (or
pursuant to the dispute resolution provisions in this Agreement in the event of an Impasse with
respect thereto), then Purchaser shall cause Hydro-Québec to reissue the Purchaser Guaranty in
accordance with clause (i) below.
(iv)
in the case of each of clauses (d)(ii) and (d)(iii)
above, (A) the adjustments required pursuant to Section 3.4(c) shall apply mutatis mutandis to
the Determined Cap and (B) the dollar amount of the Determined Cap shall be rounded up to the
nearest One Million Dollars ($1,000,000), unless such dollar amount is Zero Dollars ($0).
(e) Notwithstanding anything in this Section 17.1.1 to the
contrary, if, prior to any Redetermination Date, a claim for Capped Guaranteed Obligations has
been submitted by Owner to Hydro-Québec under any Purchaser Guaranty (an "Existing
Guaranty") but not yet paid by Hydro-Québec thereunder (an "Outstanding Claim"), then such
Existing Guaranty shall not terminate upon the reissuance of a new Purchaser Guaranty, but
shall continue in full force and effect solely with respect to such Outstanding Claim and the
costs of enforcement thereof, as provided in such Existing Guaranty and subject to the Stated
Cap set forth in such Existing Guaranty (as reduced by the sum of all Capped Guaranteed
Obligations paid by Hydro-Québec to Owner under such Existing Guaranty prior to such
Redetermination Date ("Prior Claims")). With respect to the Purchaser Guaranty subsequently
reissued by Hydro-Québec in accordance with clause (g) or (i) below for such Redetermination
Date (which reissued Purchaser Guaranty shall be in addition to the Existing Guaranty until the
Existing Guaranty terminates in accordance with this clause (e)), and for purposes of
calculating the Determined Cap (as redetermined in accordance with clause (d) above) to be set
forth in such reissued Purchaser Guaranty, the Determined Cap shall be reduced to the extent, if
any, Hydro-Québec shall have accepted, in writing, liability for such Outstanding Claim prior
to the reissuance of such Purchaser Guaranty. If and when Hydro-Québec pays the lesser of the
(i) the entire Outstanding Claim (or the portion of such Outstanding Claim that satisfies in full
such Outstanding Claim, as mutually agreed by Hydro-Québec and Owner or for which HydroQuébec is found liable pursuant to the final order of a court of competent jurisdiction) and (ii)
the Stated Cap set forth in such Existing Guaranty (as reduced by the sum of all Prior Claims)
("Satisfying Amount"), then, if and to the extent an additional adjustment is required to the
Stated Cap set forth in such reissued Purchaser Guaranty, Purchaser shall cause Hydro-Québec
to reissue such Purchaser Guaranty in accordance with clause (i) below. If and when (A)
Hydro-Québec pays the Satisfying Amount, together with the costs of enforcement thereof, as
provided in such Purchaser Guaranty, or (B) Hydro-Québec is found not to be liable for such
Outstanding Claim pursuant to the final order of a court of competent jurisdiction, then, in each
case, the Existing Guaranty shall terminate.
(f) The amount of the Determined Cap, as redetermined as of
each Redetermination Date, as provided in clause (d) above, shall be set forth in a certificate of
Owner, showing the calculation thereof in reasonable detail (a "Redetermination Certificate").
With respect to each Redetermination Date during the Construction Phase, Owner shall deliver
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a Redetermination Certificate to Purchaser within thirty (30) days after the date on which
Owner shall have delivered the applicable Construction Budget and Schedule to Purchaser’s
Manager under Section 5.2.2. With respect to each Redetermination Date during the Operation
Phase, Owner shall deliver a Redetermination Certificate to Purchaser by the earlier to occur of
(i) seventy-five (75) days after the date on which Owner shall have delivered the applicable
Capital Plan and Multiyear Outlook to Purchaser’s Manager under Section 6.3 and (ii) thirty
(30) days after the date on which the Management Committee shall have approved such Capital
Plan and Multiyear Outlook (or such Capital Plan and Multiyear Outlook shall have been
determined pursuant to the dispute resolution provisions in this Agreement in the event of an
Impasse with respect thereto). Purchaser promptly shall acknowledge such Redetermination
Certificate and deliver such acknowledged Redetermination Certificate to Hydro-Québec.
(g) Subject to Section 23.1, Purchaser shall cause HydroQuébec, following the receipt by Purchaser of each Redetermination Certificate (regardless of
any Impasse or other Dispute with respect to the Redetermination Certificate), to reissue the
Purchaser Guaranty, as provided herein, with a revised Stated Cap equal to the Determined Cap,
as so redetermined in accordance with clause (d) above, but subject to clause (e) above, and as
set forth in such Redetermination Certificate, which Purchaser Guaranty shall be effective as of
the date of issuance. Provided that a Redetermination Certificate is provided to Purchaser, the
failure of Purchaser to acknowledge such Redetermination Certificate, or of Hydro-Québec to
reissue such Purchaser Guaranty with such revised Stated Cap, as provided in this clause (g),
within forty-five (45) days following the receipt by Purchaser of such Redetermination
Certificate, shall be deemed to be a termination by Purchaser of this Agreement under Section
3.3.8 or Section 3.3.10, as applicable, unless Section 3.3.6 is applicable.
(h) If Owner fails to provide any Redetermination Certificate
required by clause (f) above within fifteen (15) days after the receipt by Owner of written
notice of such failure from Purchaser, Purchaser may provide such Redetermination Certificate
to Hydro-Québec, with a copy to Owner, and Purchaser shall cause Hydro-Québec thereafter to
reissue the Purchaser Guaranty in accordance with clause (g) above, with a revised Stated Cap
equal to the Determined Cap, as so redetermined in accordance with clause (d) above, but
subject to clause (e) above, and as set forth in such Redetermination Certificate, which
Purchaser Guaranty shall be effective as of the date of issuance. Owner shall be entitled to
Dispute any amount set forth in such Redetermination Certificate in accordance with Section
18.1(b).
(i) Without limiting the provisions of Section 5.2.2(b) or
Section 8.1.4(c), Purchaser’s acknowledgement or issuance of a Redetermination Certificate or
Hydro-Québec’s issuance of a Purchaser Guaranty shall be without prejudice to any right or
remedy that Purchaser may have under this Agreement to contest any amount set forth in a
Redetermination Certificate, and none of the foregoing actions by Purchaser or Hydro-Québec
shall be construed in any way to create a presumption that the Redetermination Certificate or
Determined Cap is correct. Upon resolution of any Dispute as to whether or not the
Determined Cap set forth in a Redetermination Certificate is mathematically correct or was
calculated in accordance with clause (d) or (e) above, or resolution of any Impasse with respect
to the Estimated Wind-Down Costs, Capital Plan or Multiyear Outlook, in each case, as
contemplated by this Section 17.1.1, Purchaser shall cause Hydro-Québec to reissue the
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Purchaser Guaranty, as provided herein, with a revised Stated Cap equal to the Determined Cap,
as so determined by the agreement of the Management Committee or pursuant to the dispute
resolution provisions in this Agreement, but subject to clause (e) above, which Purchaser
Guaranty shall be effective as of the date of issuance. The failure of Hydro-Québec to reissue
such Purchaser Guaranty with such revised Stated Cap, as provided in this clause (i), within
forty-five (45) days following the resolution of any such Dispute or Impasse, shall be deemed
to be a termination by Purchaser of this Agreement under Section 3.3.8 or Section 3.3.10, as
applicable, unless Section 3.3.6 is applicable.
Section 17.1.2.Owner’s Guaranty.
Owner shall (a) cause each of
Northeast Utilities and NSTAR to execute and deliver to Purchaser, no later than the Execution
Date, a payment guaranty, substantially in the form attached hereto as Attachment E-2, for the
benefit of Purchaser (each an "Owner Guaranty"), and (b) subject to Section 23.1, cause each
such Owner Guaranty to be and remain in full force and effect at all times from and after the
Commercial Operation Date and until the amounts guaranteed thereunder have been fully, finally
and indefeasibly paid. The Owner Guaranty to be executed and delivered by Northeast Utilities
shall be in the maximum principal amount equal to Twenty-Five Million Dollars ($25,000,000)
multiplied by the ratio of Northeast Utilities’ beneficial ownership interest in Owner to the
aggregate beneficial interests in Owner owned by Northeast Utilities and NSTAR, and the
Owner Guaranty to be executed and delivered by NSTAR shall be in the maximum principal
amount equal to Twenty-Five Million Dollars ($25,000,000) multiplied by the ratio of NSTAR’s
beneficial ownership interest in Owner to the aggregate beneficial interests in Owner owned by
Northeast Utilities and NSTAR. Purchaser agrees to cooperate with Northeast Utilities and
NSTAR, at their written request, to amend the Owner Guaranties from time to time to amend the
maximum principal amount of each such Owner Guaranty in proportion to the respective
beneficial ownership interests in Owner owned by Northeast Utilities and NSTAR, such that the
aggregate principal amount of the Owner Guaranties issued by Northeast Utilities and NSTAR at
all times shall equal Twenty-Five Million Dollars ($25,000,000) (less any amounts drawn under
such Owner Guaranties).
Section 17.2. Purchaser’s Lien.
Section 17.2.1.Security Documents. No later than the Distribution Date,
as additional security for Owner’s performance of its obligations hereunder, including payment
of any indemnification obligations of Owner to Purchaser pursuant to Section 21.2, Owner shall
(a) execute, deliver, and record a mortgage and security agreement and all other agreements,
documents, or instruments required or customary to provide Purchaser with a fully perfected
security interest and mortgage lien in and to (i) the Northern Pass Transmission Line, and (ii) all
real property rights and related personal property rights, contractual rights, Governmental
Approvals, or other rights of Owner relating to the Northern Pass Transmission Line and the AC
Upgrades (collectively, the "Purchaser Mortgage"), (b) execute and deliver a security agreement
and all other agreements, documents, or instruments required or customary to provide Purchaser
with a fully perfected security interest in and to (i) any material contracts entered into in
connection with the Northern Pass Transmission Line or the AC Upgrades, and (ii) all of
Owner’s other assets relating to the Northern Pass Transmission Line and the AC Upgrades,
including all personal property rights, contractual rights, Governmental Approvals, or other
rights of Owner to develop, procure, construct, operate, and maintain the Northern Pass
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Transmission Line (collectively, the "Security Agreement"), and (c) cause each of its members to
grant to Purchaser a present and continuing perfected lien on, and security interest in, all of the
equity interests in Owner (collectively, the "Membership Pledges," and collectively with the
Purchaser Mortgage and the Security Agreement, "Purchaser’s Security Documents"). The
Purchaser’s Security Documents shall be based upon the agreements securing Owner’s
obligations under the Construction Loan Agreement, but shall not include any representations,
warranties, covenants, or restrictions other than those that are reasonably required with respect to
the creation, validity, perfection, protection or enforcement of Purchaser’s security interests in
the assets and property described in this Section 17.2.1 or as may otherwise be reasonably
satisfactory to Purchaser, Owner, and the Financing Parties. The Purchaser’s Security
Documents shall provide that any such document may be assigned by Purchaser solely to the
assignee of Purchaser pursuant to a permitted assignment of this Agreement. Subject to the
rights of any Financing Parties, Owner shall cause the mortgage, liens and security interests
created pursuant to Purchaser’s Security Documents (collectively, "Purchaser’s Lien") to be
maintained in full force and effect at all times following the Distribution Date and until the later
to occur of the expiration or earlier termination of the Term or the date on which any accrued but
unpaid payment obligation of Owner to Purchaser hereunder shall have been fully, finally and
indefeasibly satisfied. Promptly following such later date, Purchaser shall release the
Purchaser’s Lien. The granting of Purchaser’s Lien shall not be to the exclusion of, or be
construed to limit, the amount of any claims, causes of action or other rights accruing to
Purchaser by reason of any breach by Owner under this Agreement, an Owner Default or the
termination of this Agreement.
Section 17.2.2.Subordination. Purchaser’s Lien shall be subordinate in
right of priority and remedies only to the interests of the Financing Parties, to the extent of the
Project Debt Obligations, but shall be superior in priority to all other indebtedness of Owner
secured by the assets subject to the Purchaser’s Security Documents. The subordination of
Purchaser’s Lien shall be effective on the terms and conditions set forth in Attachment F without
necessity of the execution by Purchaser of further instruments to effectuate such subordination
(provided that Purchaser’s Security Documents shall be subject to the terms and conditions set
forth in Attachment F), but Purchaser agrees to execute and deliver, at the request of any
Financing Party, such documents or instruments as may be reasonably required to confirm such
subordination on the terms and conditions set forth in Attachment F and otherwise on terms and
conditions reasonably required by the Financing Parties. Solely for purposes of the automatic
subordination provided for in this Section 17.2.2, the principal amount of the Project Debt
Obligations to which Purchaser’s Lien is subordinate shall be deemed to be equal to fifty percent
(50%) of Owner’s total capitalization; provided that any documents or instruments executed by
Purchaser, at the request of any Financing Party, pursuant to the second sentence of this Section
17.2.2 shall specify the maximum actual principal amount of the Project Debt Obligations
(consistent with Owner’s obligations under Section 5.6 and Section 8.3(a)) to which Purchaser’s
Lien is subordinate. No later than the Distribution Date, Purchaser shall execute and deliver, at
the request of Hydro-Québec Lender, a subordination agreement or intercreditor agreement with
Hydro-Québec Lender with respect to Purchaser’s Lien on the terms and conditions set forth in
Attachment F and otherwise reasonably satisfactory to Purchaser and Hydro-Québec Lender. In
addition, no later than the date on which funds are initially distributed by the Term Loan Lender
under the Term Loan Agreement, or, if applicable, by an Additional Lender under the loan and
credit agreements entered into by Owner with respect to any Additional Financing that such
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Additional Lender commits to provide, Purchaser shall, at Owner’s request, cooperate and
diligently negotiate with each Term Loan Lender or such Additional Lender the form of a
subordination agreement or intercreditor agreement with respect to Purchaser’s Lien,
substantially on the terms and conditions set forth in Attachment F, with such other terms and
conditions as may be customary for transactions of a similar nature and as may be reasonably
required by the Term Loan Lender or such Additional Lender (any such agreement, the
"Subordination Agreement").
Section 17.2.3.Recording. Upon or promptly after the Distribution Date,
the Parties shall file and record, at the expense of Owner, the Purchaser Mortgage. In addition,
Owner hereby agrees to take such further action and execute such further instruments as may be
reasonably requested by Purchaser to confirm and continue the validity, priority, and perfection
of Purchaser’s Lien, and agrees to cooperate with Purchaser in the execution and filing of, and
hereby authorizes the execution and filing of, such financing statements under the Uniform
Commercial Code or other Applicable Law, as may be requested by Purchaser or required by
Applicable Law, upon or promptly after such date, and to confirm and continue the validity,
priority, and perfection of Purchaser’s Lien.
Section 17.2.4.Transfer of Governmental Approval. The Purchaser’s
Security Documents shall provide that, in the event Purchaser acts to obtain title (directly or
indirectly) to the Northern Pass Transmission Line by exercise of its rights thereunder, Owner
shall cooperate diligently with Purchaser in connection with the transfer to Purchaser of all
Governmental Approvals necessary to construct, own or operate the Northern Pass Transmission
Line.
ARTICLE 18
DISPUTE RESOLUTION
Section 18.1. Referral to the Management Committee.
(a) Either Party may refer a Dispute (other than a Dispute over
the matters described in Section 13.2(b)(iii)(A), Section 13.2(b)(iii)(B) and Section
13.2(b)(iii)(C)) to the Management Committee by written notice to the other Party of such
referral ("Dispute Notice"); provided that, following an Impasse with respect to any matter
upon which the Managers were unable to reach agreement or any Dispute that the Managers
were unable to resolve, such matter or Dispute shall not be referred back to the Management
Committee pursuant to this clause (a). Such Dispute Notice shall include a Position Statement.
Each Party shall honor any reasonable request made by the other Party for information with
regard to a Dispute.
(b) Subject to Section 18.2 and except as expressly provided
otherwise in this Agreement, any Dispute that has not been timely resolved by the Management
Committee, as provided in Section 13.9 (or any Dispute that may not be referred to the
Management Committee, as described in clause (a) above), shall be finally resolved in
accordance with Section 18.3.
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(c) All negotiations pursuant to this Section 18.1 shall be
deemed to be confidential and shall be treated as compromise and settlement negotiations, and
no evidence with regard to any proposal made during such negotiations shall be admissible in
any arbitration under Section 18.3 or in any other proceeding following such negotiations,
including any FERC proceeding or filing contemplated by Section 18.2.
Section 18.2. Disputes to be Resolved by FERC. In the event a Dispute over any
of the following matters is not resolved in accordance with Section 18.1(a), either Party shall
have the right to file for relief with FERC, subject to Article 20, unless the Parties mutually agree
to resolve such Dispute in accordance with Section 18.3 or by some other means:
(a)

Any matter subject to challenge under Section 8.1.4;

(b)

Any matter subject to challenge under Section 8.1.5;

(c)

Any matter subject to challenge under Section 8.4(b);

(d)

Any matter subject to challenge under Section 8.6(d);

(e)

Any matter subject to challenge under Section 8.6(f);

(f) Any filing or Dispute under Article 9 or Article 10 (to the
extent that Article 9 or Article 10 does not expressly require resolution under Section 18.3);
(g)

Any matter subject to challenge under Article 20; or

(h) Any matter that is subject to the exclusive jurisdiction of
FERC; provided that, in the event any Party objects to the reference of any such matter to
FERC on the grounds that such matter is not subject to the exclusive jurisdiction of FERC, the
matter shall be referred to FERC for resolution of the Dispute as to whether or not such matter
is subject to the exclusive jurisdiction of FERC.
Nothing contained in this Agreement shall be construed as precluding a Party from filing any
answer, protest or other opposition to any FERC filing made by the other Party, unless
expressly prohibited under the terms of this Agreement.
Section 18.3. Arbitration.
Section 18.3.1.Arbitration of Technical Disputes.
(a) Within thirty (30) days after the Execution Date, the Parties
shall propose the names of up to three (3) technical experts to act as Expert Arbitrators for
Technical Disputes that may arise ("Expert Arbitrator Candidates"). A Party shall accept or
reject any Expert Arbitrator Candidate proposed by the other Party within ten (10) Business
Days after such proposal. The Parties shall continue to propose Expert Arbitrator Candidates
until the panel of Expert Arbitrators is comprised of at least three (3) Expert Arbitrators (the
"Panel"). The Parties shall agree upon the order of the Expert Arbitrators on the Panel. If any
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Expert Arbitrator is no longer available to serve on the Panel or ceases to satisfy the criteria for
an Expert Arbitrator, then the Parties shall promptly agree upon a suitable replacement.
(b) Once the period for resolution of a Dispute submitted to the
Management Committee, as set forth in Section 18.1, has terminated without a resolution of
such Dispute, or earlier if both Parties agree, and in the event the Dispute is technical in nature
(a "Technical Dispute"), the Technical Dispute may be submitted by either Party (with
concurrent notice of such submission to the other Party (a "Technical Dispute Notice")) for
arbitration by an Expert Arbitrator (an "Expert Arbitration"). Any Party involved in the
Technical Dispute may object to reference of the Technical Dispute to an Expert Arbitrator on
the grounds that such Technical Dispute is not appropriate for resolution by Expert Arbitration
by giving notice of such objection to the other Party within ten (10) Business Days after the
receipt by such Party of the Technical Dispute Notice, whereupon an Expert Arbitrator selected
in accordance with clause (c) below shall determine whether or not such Dispute is a Technical
Dispute appropriate for resolution by Expert Arbitration. In the event the Expert Arbitration
determines that the Dispute is a Technical Dispute appropriate for resolution by Expert
Arbitration, such Dispute shall be resolved in accordance with this Section 18.3.1. Absent such
determination, the Technical Dispute shall be finally resolved in accordance with Section
18.3.2.
(c) The Parties shall promptly confer as to which of the Expert
Arbitrators on the Panel have the appropriate expertise to hear the Technical Dispute. Promptly
thereafter, the Party referring the Technical Dispute to Expert Arbitration shall contact the first
Expert Arbitrator on the Panel who the Parties mutually agree has such expertise. If such
Expert Arbitrator has any financial interest in the outcome of any Dispute or is unavailable to
serve in a timely fashion, then the other Expert Arbitrators on the Panel who the Parties
mutually agree have such expertise shall be contacted in order until an Expert Arbitrator
without any financial interest in the outcome of the Technical Dispute is available to hear the
Technical Dispute in a timely fashion. If, for any reason, all of the Expert Arbitrators on the
Panel without any financial interest in the outcome of any Dispute are unavailable to hear the
Technical Dispute, or the Parties fail to agree that any of the available Expert Arbitrators on the
Panel have the appropriate expertise to hear the Technical Dispute, then Parties shall have ten
(10) days to agree upon a suitable Expert Arbitrator. If the Parties fail to agree, within such ten
(10)-day period, upon an Expert Arbitrator to hear the Technical Dispute, then, on the request
of either Party, the International Chamber of Commerce ("ICC") Center for Expertise shall
appoint an Expert Arbitrator to hear the Technical Dispute.
(d) The arbitration of the Technical Dispute shall be conducted
in New York, New York (or such other place to which the Parties mutually agree in writing), in
accordance with ICC Rules for Expertise. The language of the arbitration of the Technical
Dispute and of all documentation in the arbitration shall be English. The Expert Arbitrator may
request information and documents from the Parties that he or she determines to be reasonably
necessary to resolve the Technical Dispute. The Expert Arbitrator shall review evidence and
other submissions by the Parties and, unless the Parties mutually agree otherwise, shall hold a
one (1)-day hearing. The Parties and the Expert Arbitrator shall use commercially reasonable
efforts to have the Expert Arbitrator render a final award as soon as possible, and if practicable,
within ninety (90) days after his or her appointment. Such time period may be extended by the

1268726.06-WASSR01A - MSW

92

EXECUTION COPY

Expert Arbitrator for good cause shown or by the written agreement of both Parties. The award
of the Expert Arbitrator shall be in writing and shall briefly state the findings of fact and
conclusions of law upon which it is based; it shall be final and binding on the Parties, and may
be entered and enforced in any court having jurisdiction.
Section 18.3.2.Arbitration for Other Disputes.
(a) Disputes not covered by Section 18.3.1 shall be finally
resolved by arbitration in accordance with the Rules of the ICC (the "Rules"), as in effect from
time to time.
(b) The place of arbitration shall be New York, New York (or
such other place to which the Parties mutually agree in writing). The language of the
arbitration and of all documentation in the arbitration shall be English. If the amount in
controversy is Five Million Dollars ($5,000,000) or less (including all claims and
counterclaims), then the Dispute shall be decided by a single arbitrator who shall be agreed
upon by the Parties within twenty (20) days after the receipt by a Party of a copy of a written
demand for arbitration from the other Party. If the amount in controversy is more than Five
Million Dollars ($5,000,000) (including all claims and counterclaims), then the Dispute shall be
decided by three (3) neutral and impartial arbitrators, one of whom shall be appointed by each
of the Parties in accordance with the Rules, and the third arbitrator, who shall chair the arbitral
tribunal, shall be appointed by the Party-appointed arbitrators within fifteen (15) days after the
appointment of the second arbitrator. In the event any arbitrator is not appointed within the
time limit provided herein, such arbitrator shall be appointed by the ICC. Any arbitrator
appointed by the ICC shall be a retired judge or a practicing attorney, with not less than fifteen
(15) years of experience with large complex cases and who, if practicable, is an experienced
arbitrator of disputes involving transmission facilities. All arbitrators shall be fluent in the
English language. The Parties, with the consent of the arbitrator(s), shall be entitled to
discovery of documents directly related to the issues in Dispute. The arbitrator(s) may also
request additional information from the Parties. The arbitration shall be governed by the
Federal Arbitration Act, 9 U.S.C. § 1 et seq. The award of the arbitrator(s) shall be in writing
and shall briefly state the findings of fact and conclusions of law upon which it is based; it shall
be final and binding on the Parties, and may be entered and enforced in any court having
jurisdiction.
Section 18.3.3.Arbitral Awards; Fees and Expenses. No Expert Arbitrator
or arbitrator is empowered to award damages in excess of compensatory damages and each Party
expressly waives and foregoes any right to damages, claims, or remedies identified in Article 19.
The fees and expenses of the Expert Arbitrator or arbitrator(s), as applicable, and the costs of the
facilities required for the Expert Arbitration or arbitration, as applicable, shall be paid equally by
the Parties, unless the award specifies a different division of such costs and expenses. Each
Party shall be responsible for its own expenses, including attorneys’ fees. Each of the Parties
shall be afforded adequate opportunity to present information in support of its position on the
Dispute being arbitrated.
Section 18.3.4.Confidentiality. All Disputes shall be resolved in a
confidential manner. The Expert Arbitrator or arbitrator(s), as applicable, shall agree to hold any
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information received during the Expert Arbitration or arbitration, as applicable, in the strictest of
confidence and shall not disclose to any non-party the existence, contents or results of the Expert
Arbitration or arbitration, as applicable, or any other information about such Expert Arbitration
or arbitration, as applicable. No Party shall disclose or permit the disclosure of any information
about the evidence adduced or the documents produced by the other Party in such proceedings or
about the existence, contents or results of the proceeding, except as (x) may be required by
Applicable Law or a Governmental Authority, (y) may be necessary in an action in aid of such
proceedings or for enforcement of an arbitral award, and (z) reasonably required for enforcement
or interpretation of this Agreement by FERC to the extent any Dispute is brought to FERC as
provided in Section 18.2. Before making any disclosure permitted by the foregoing clauses (x)
and (y), the Party intending to make such disclosure shall give the other Party reasonable written
notice in advance of the intended disclosure and afford the other Party a reasonable opportunity
to protect its interests. The following information shall not be subject to the restrictions provided
for in this Section 18.3.4:
(a) Information that is a matter of public knowledge at the time
of its disclosure or is thereafter published in or otherwise ascertainable from a source available
to the public without breach of this Agreement;
(b) Information that is obtained from a Person other than by or
as a result of unauthorized disclosure; or
(c) Information that, prior to the time of disclosure, had been
independently developed or obtained by the disclosing Party or its Affiliates independent of
information obtained as a result of unauthorized disclosure.
Section 18.3.5.Arbitration Proceedings. Each Party shall proceed to
conclude the Expert Arbitration or arbitration, as applicable, proceeding as quickly as reasonably
possible. If a Party refuses to participate in any such proceeding, then the other Party may
petition any court of law having proper jurisdiction for an order to compel Expert Arbitration or
arbitration, as applicable. All costs and expenses incurred by the petitioning Party in enforcing
such participation obligation shall be paid for by the refusing Party.
Section 18.3.6.Exclusive Remedies. Except for any Dispute to be resolved
pursuant to Section 18.2, Expert Arbitration or arbitration, as applicable, under this Section 18.3
shall be the exclusive remedy for all Disputes arising under this Agreement that are not resolved
by the Management Committee.
Section 18.4. Equitable Remedies. Notwithstanding anything herein to the
contrary, prior to the appointment of an Expert Arbitrator under Section 18.3.1 or the arbitrator
or arbitrators under Section 18.3.2, either Party may seek temporary injunctive relief in a court of
law with jurisdiction over the Parties to maintain the status quo or prevent irreparable harm.
Without prejudice to such provisional remedies as may be available under the jurisdiction of a
court, the arbitrator(s) shall have full authority to grant provisional remedies or order the Parties
to request that a court modify or vacate any temporary or preliminary relief issued by such court,
and to award damages for the failure of any Party to respect the orders of the arbitrator(s) to that
effect.
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ARTICLE 19
LIMITATION OF REMEDIES
NOTWITHSTANDING ANYTHING IN THIS AGREEMENT TO THE CONTRARY,
NEITHER PARTY NOR ANY OF THEIR RESPECTIVE AGENTS, SUBCONTRACTORS,
REPRESENTATIVES OR AFFILIATES SHALL BE LIABLE TO THE OTHER PARTY FOR
PUNITIVE, CONSEQUENTIAL, SPECIAL, MULTIPLE, EXEMPLARY, INCIDENTAL OR
INDIRECT DAMAGES OF ANY NATURE, INCLUDING THE FOLLOWING: LOSS OF
REVENUE OR PROFIT FROM THE WHOLESALE SALE OF POWER; ADVERSE RATE
IMPACTS ON RETAIL OR WHOLESALE CUSTOMERS OF EITHER PARTY OR THEIR
RESPECTIVE AFFILIATES; LOSS OF A TAX BENEFIT OR TAX CREDIT; LOSS OF USE
DAMAGES (EXCEPT AS EXPRESSLY CONTEMPLATED IN Section 4.3.1 OR Section 7.4
OR FOR ANY DIRECT DAMAGES SUFFERED BY PURCHASER AS A RESULT OF A
BREACH BY OWNER OF ITS OBLIGATIONS UNDER Section 6.2, Article 10, Section 11.2
OR Article 12); COST OF REPLACEMENT POWER; COST OF REPLACEMENT
TRANSMISSION SERVICE (EXCEPT AS EXPRESSLY CONTEMPLATED IN Section 4.3.1
OR Section 7.4); OR CLAIMS OF CUSTOMERS FOR LOSS OF POWER OR PRODUCTION,
IN EACH CASE, ARISING OUT OF OR RELATING TO THE PERFORMANCE OF THIS
AGREEMENT, AND WHETHER SUCH LIABILITY IS CLAIMED IN CONTRACT OR
TORT (INCLUDING NEGLIGENCE AND STRICT LIABILITY, WARRANTY, FAILURE
OF GOOD UTILITY PRACTICE OR ANY OTHER LEGAL OR EQUITABLE THEORY).
FOR THE AVOIDANCE OF DOUBT, THE PARTIES ACKNOWLEDGE AND AGREE
THAT Section 4.3.1 OR Section 7.4 PROVIDE THE SOLE AND EXCLUSIVE REMEDIES
FOR ANY LOSS OF USE CONTEMPLATED BY Section 4.3.1 OR Section 7.4 AND
NOTHING IN Section 6.2, Article 10, Section 11.2 OR Article 12 SHALL SUPERSEDE,
SUPPLEMENT OR AMEND SUCH SOLE AND EXCLUSIVE REMEDIES.
THIS Article 19 IS IN ADDITION TO THE SPECIFIC LIMITATIONS ON REMEDIES
REFERENCED IN Article 15.
ARTICLE 20
MODIFICATION OF THIS AGREEMENT
Section 20.1. Certain Changes to Formula Rate. Notwithstanding anything
herein to the contrary, nothing contained in this Agreement shall be construed as affecting in any
way the right of Owner to make a unilateral filing at any time under Section 205 of the Federal
Power Act or the regulations promulgated thereunder to change the Formula Rate. In the event
of any such Section 205 filing, Purchaser shall have the right to oppose Owner’s proposed
changes to the Formula Rate in any FERC proceeding. In addition, notwithstanding anything
herein to the contrary, nothing contained in this Agreement shall be construed as affecting in any
way the right of Purchaser to file a complaint at any time under Section 206 of the Federal Power
Act seeking to change the Formula Rate. Notwithstanding the foregoing provisions, no filing by
Owner under Section 205 of the Federal Power Act or by either Party under Section 206 of the
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Federal Power Act shall be permitted to the extent that it is inconsistent with the terms and
conditions of this Agreement.
Section 20.2. Other Modifications.
The Parties specifically intend and
acknowledge and agree that, except as otherwise expressly provided in this Agreement, (a) this
Agreement shall not be subject to amendment or other modification, absent the written
agreement of both Parties and (b) neither Party shall be permitted to make a filing with FERC
under any provision of the Federal Power Act or the regulations promulgated thereunder that
seeks to amend or otherwise modify, or requests FERC to amend or otherwise modify, any
provision of this Agreement at any time during the Term, except to implement an amendment or
other modification to this Agreement that has been reduced to writing and signed by both Parties.
In addition, to the extent any third party, or FERC acting sua sponte seeks to amend or otherwise
modify, or requests FERC to amend or otherwise modify, any provision of this Agreement, the
standard of review for any proposed amendment or other modification shall be the "public
interest" standard of review set forth in United Gas Pipe Line Co. v. Mobile Gas Service Corp.,
350 U.S. 332 (1956), and Federal Power Commission v. Sierra Pacific Power Co., 350 U.S. 348
(1956), and as further defined in Morgan Stanley Capital Group, Inc. v. Public Utility District
No. 1 of Snohomish County, 128 S.Ct. 2733 (2008) and NRG Power Marketing, LLC v. Maine
Public Utilities Commission, 130 S.Ct. 693 (2010).
ARTICLE 21
INDEMNIFICATION
Section 21.1. Purchaser Indemnity. Purchaser shall indemnify, defend and hold
harmless Owner and Owner’s Affiliates and their respective officers, directors, shareholders,
managers, members, partners, agents, employees, representatives, and permitted successors and
assigns (each, an "Owner Indemnified Party"), from and against any and all claims, demands,
suits, proceedings, judgments, losses, liabilities, damages, in each case, resulting from any thirdparty claims, together with any costs and expenses (including reasonable attorneys’ fees)
incurred by any such Owner Indemnified Party, and arising out of (a) the performance by the
OASIS Provider or the OASIS Administrator of capacity release functions and transmission
resales pursuant to this Agreement or (b) the gross negligence, willful misconduct or criminal
misconduct of Purchaser. Purchaser shall have no obligations under the immediately preceding
sentence to the extent any claims, demands, suits, proceedings, judgments, losses, liabilities,
damages, costs and expenses (including reasonable attorneys’ fees) incurred by any such Owner
Indemnified Party are caused by or arise from the gross negligence, willful misconduct or
criminal misconduct of, or breach or default of contract by, an Owner Indemnified Party.
Section 21.2. Owner Indemnity. Owner shall indemnify, defend and hold
harmless Purchaser and Purchaser’s Affiliates and their respective officers, directors,
shareholders, managers, members, partners, agents, employees, representatives, and permitted
successors and assigns (each, a "Purchaser Indemnified Party"), from and against any and all
claims, demands, suits, proceedings, judgments, losses, liabilities, damages, in each case,
resulting from any third-party claims, together with any costs and expenses (including reasonable
attorneys’ fees) incurred by any such Purchaser Indemnified Party, and arising out of the gross
negligence, willful misconduct or criminal misconduct of Owner, other than Excluded Claims.
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Owner shall have no obligations under the immediately preceding sentence to the extent any
claims, demands, suits, proceedings, judgments, losses, liabilities, damages, costs and expenses
(including reasonable attorneys’ fees) incurred by any such Purchaser Indemnified Party are
caused by or arise from the gross negligence, willful misconduct or criminal misconduct of, or
breach of contract by, a Purchaser Indemnified Party.
Section 21.3. Procedures. Promptly after the receipt by any Person seeking
indemnification under this Article 21 (the "Indemnified Party") of written notice of the assertion
of any claim by a third party with respect to any matter in respect of which indemnification may
be sought hereunder (a "Third Party Claim"), the Indemnified Party shall give written notice (the
"Indemnification Notice") to the Party from which indemnification is sought (the "Indemnifying
Party"), and shall thereafter keep the Indemnifying Party reasonably informed with respect
thereto; provided, however, that the failure of the Indemnified Party to give the Indemnifying
Party notice as provided herein shall not relieve the Indemnifying Party of any of its obligations
hereunder, except to the extent that the Indemnifying Party is materially prejudiced by such
failure. The Indemnifying Party shall be entitled to assume the defense of any Third Party Claim
by written notice to the Indemnified Party of such intention given within thirty (30) days after the
receipt by the Indemnifying Party of the Indemnification Notice; provided, however, that counsel
selected by the Indemnifying Party shall be reasonably satisfactory to the Indemnified Party.
The Indemnifying Party shall be liable for the fees and expenses of counsel employed by the
Indemnified Party for any period during which the Indemnifying Party has not assumed the
defense of any Third Party Claim (other than during any period during which the Indemnified
Party has failed to give notice of such Third Party Claim as provided above). If the
Indemnifying Party shall assume the defense of the Third Party Claim, then the Indemnifying
Party shall not compromise or settle such Third Party Claim without the prior written consent of
the Indemnified Party, which consent shall not be unreasonably withheld, delayed or conditioned;
provided, however, that the Indemnified Party shall have no obligation to consent to any
settlement that (a) does not include, as an unconditional term thereof, the giving by the claimant
or the plaintiff of a release of the Indemnified Party from all liability with respect to such Third
Party Claim or (b) involves the imposition of equitable remedies or the imposition of any
material obligations on such Indemnified Party other than financial obligations for which such
Indemnified Party is indemnified hereunder. As long as the Indemnifying Party is contesting any
such Third Party Claim on a timely basis, the Indemnified Party shall not pay, compromise or
settle any claims brought under such Third Party Claim. Notwithstanding the assumption by the
Indemnifying Party of the defense of any Third Party Claim as provided in this Section 21.3, the
Indemnified Party shall be permitted to participate in the defense of such Third Party Claim and
to employ counsel at its own expense (it being understood that the Indemnifying Party controls
such defense); provided, however, that, if the defendants in any Third Party Claim shall include
both an Indemnifying Party and any Indemnified Party, and such Indemnified Party shall have
reasonably concluded that counsel selected by the Indemnifying Party has a conflict of interest
because of the availability of different or additional defenses to such Indemnified Party, such
Indemnified Party shall then have the right to select separate counsel to participate in the defense
of such Third Party Claim on its behalf, at the expense of the Indemnifying Party; provided that
the Indemnifying Party shall not be obligated to pay the expenses of more than one separate
counsel for all Indemnified Parties, taken together.
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Section 21.4. Defenses. If the Indemnifying Party shall fail to notify the
Indemnified Party of its desire to assume the defense of any Third Party Claim within the
prescribed period of time, or shall notify the Indemnified Party that it will not assume the
defense of any such Third Party Claim, then the Indemnified Party may assume the defense of
any such Third Party Claim, in which case it may do so acting in good faith and otherwise in
such manner as it may deem appropriate, and the Indemnifying Party shall be bound by any
determination made in such Third Party Claim.
Section 21.5. Cooperation. The Indemnified Party and the Indemnifying Party
shall each cooperate fully (and shall each cause its Affiliates to cooperate fully) with the other in
the defense of any Third Party Claim pursuant to this Article 21. Without limiting the generality
of the foregoing, each such Person shall furnish the other such Person (at the expense of the
Indemnifying Party) with such documentary or other evidence as is then in its or any of its
Affiliates’ possession, as may reasonably be requested by the other Person for the purpose of
defending against any such Third Party Claim.
Section 21.6. Recovery. The amount of any indemnity hereunder shall be
reduced by any insurance proceeds (including any proceeds of any liability insurance policy or
any insurance proceeds or other amounts payable to any Financing Party, unless such amounts
payable are permitted under the applicable Loan Documents to be applied to the Third Party
Claim) actually recovered by the Indemnified Party in connection with the Third Party Claim. If
at any time subsequent to the receipt by an Indemnified Party of an indemnity payment
hereunder, such Indemnified Party (or any Affiliate thereof) receives any recovery, settlement or
other similar payment with respect to the Third Party Claim for which it received such indemnity
payment (a "Recovery"), such Indemnified Party shall then promptly pay to the Indemnifying
Party the amount of such Recovery, less any expenses incurred by such Indemnified Party (or its
Affiliates) in connection with such Recovery, but in no event shall any such payment exceed the
amount of such indemnity payment.
Section 21.7. Subrogation. To the extent the Indemnifying Party makes or is
required to make any indemnity payment to the Indemnified Party, the Indemnifying Party shall
be entitled to exercise, and shall be subrogated to, any rights and remedies (including rights of
indemnity, rights of contribution and other rights of recovery) that the Indemnified Party or any
of its Affiliates may have against any other Person with respect thereto, whether directly or
indirectly related. The Indemnified Party shall permit the Indemnifying Party to use the name of
the Indemnified Party and the names of the Indemnified Party’s Affiliates in any transaction or in
any proceeding or other matter involving any of such rights or remedies; and the Indemnified
Party shall take such actions as the Indemnifying Party may reasonably request for the purpose
of enabling the Indemnifying Party to perfect or exercise its right of subrogation hereunder.
ARTICLE 22
REPRESENTATIONS, WARRANTIES AND COVENANTS
Section 22.1. Mutual Representations and Warranties. Each Party hereby
represents and warrants to the other Party that all of the statements in this Section 22.1 are true
and correct as of the Execution Date (unless another date is expressly indicated) and will be true
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and correct as of the Effective Date and as of the Commercial Operation Date, but not as of any
other date:
(a) It has knowledge and experience in financial matters and in
the electric industry that enable it to evaluate the merits and risks of this Agreement and the
transactions contemplated hereby, and is capable of evaluating such merits and risks and
assuming such risks. It is acting for its own account, has made its own independent decision to
enter into this Agreement as to whether this Agreement is appropriate and proper for it based
upon its own judgment, is not relying upon the advice or recommendations of the other Party in
doing so, and understands and accepts the terms, conditions, and risks of this Agreement and
the transactions contemplated hereby;
conduct of its business;

(b)

It has entered into this Agreement in connection with the

(c) The other Party is not acting as a fiduciary or an advisor
with respect to this Agreement or the transactions contemplated hereby;
(d) It is not subject to an Insolvency Event and there are no
proceedings pending or being contemplated by it or, to its knowledge, threatened against it that
could result in the occurrence of an Insolvency Event with respect to it; and
(e) It is an entity subject to the procedures and substantive
provisions of the Bankruptcy Code applicable to U.S. corporations or limited liability
companies, as applicable, generally.
Section 22.2. Additional Representations and Warranties of Purchaser.
Purchaser hereby represents and warrants to Owner that all of the statements in this Section 22.2
are true and correct as of the Execution Date (unless another date is expressly indicated) and,
except for the statement in Section 22.2(h), will be true and correct as of the Effective Date and
as of the Commercial Operation Date, but not as of any other date:
(a) Purchaser is duly organized, validly existing, and in good
standing under the laws in the State of Delaware and is qualified in each other jurisdiction
where the failure to so qualify would have a Material Adverse Effect on Purchaser, and
Purchaser has all requisite power and authority to conduct its business, own its properties, and
to execute, deliver, and perform its obligations under this Agreement;
(b) Purchaser has all requisite corporate power and authority
necessary to authorize the execution and delivery of this Agreement and the performance of its
obligations hereunder, and to consummate the transactions contemplated hereby, and this
Agreement has been duly executed and delivered by Purchaser;
(c) Assuming due authorization, execution and delivery by
Owner, this Agreement constitutes Purchaser’s legal, valid and binding obligation enforceable
against Purchaser in accordance with its terms, subject to applicable bankruptcy, insolvency,
reorganization and other laws of general application relating to or affecting creditors’ rights
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generally and to general principles of equity (regardless of whether considered in a proceeding
in equity or at law);
(d) No legal proceeding is pending or, to its knowledge,
threatened against Purchaser or any of its Affiliates that could have a Material Adverse Effect
on Purchaser;
(e) No event with respect to Purchaser has occurred or is
continuing that would constitute a Purchaser Default, and no Purchaser Default will occur as a
result of Purchaser entering into or performing its obligations under this Agreement;
(f) The execution, delivery and performance of this Agreement
by Purchaser does not and will not (i) violate any provisions of its certificate of incorporation
or bylaws, or any Applicable Law; or (ii) violate, or result in any breach of, or constitute any
default under, any agreement or instrument to which it is a party or by which it or any of its
properties may be bound or affected;
(g) No actions, Consents, notifications, waivers, orders and
filings are necessary with respect to the execution, delivery and performance of this Agreement
by Purchaser; and
(h) To the best of Purchaser’s knowledge, the Canadian
Approvals and the Operational Approvals constitute all of the actions, Consents, notifications,
waivers, orders and filings that are necessary to commence construction of the Québec Line in
a manner consistent with Attachment A.
(i) Purchaser is in compliance with all Applicable Laws,
except such noncompliance as could not reasonably be expected to have a Material Adverse
Effect on Purchaser. Purchaser has not received any written notice that it is under investigation
with respect to a violation of any Applicable Law that could reasonably be expected to have a
Material Adverse Effect on Purchaser.
Section 22.3. Additional Representations and Warranties of Owner. Owner
hereby represents and warrants to Purchaser that all of the statements in this Section 22.3 are true
and correct as of the Execution Date (unless another date is expressly indicated) and, except for
the statement in Section 22.3(g),will be true and correct as of the Effective Date and as of the
Commercial Operation Date, but not as of any other date:
(a) Owner is duly organized, validly existing, and in good
standing under the laws in the State of New Hampshire and is qualified in each other
jurisdiction where the failure to so qualify would have a Material Adverse Effect on Owner,
and Owner has all requisite power and authority to conduct its business, own its properties, and
to execute, deliver, and perform its obligations under this Agreement;
(b) Owner has all requisite limited liability company power
and authority necessary to authorize the execution and delivery of this Agreement and the
performance of its obligations hereunder, and to consummate the transactions contemplated
hereby, and this Agreement has been duly executed and delivered by Owner;
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(c) Assuming due authorization, execution and delivery by
Purchaser, this Agreement constitutes Owner’s legal, valid and binding obligation enforceable
against Owner in accordance with its terms, subject to applicable bankruptcy, insolvency,
reorganization and other laws of general application relating to or affecting creditors’ rights
generally and to general principles of equity (regardless of whether considered in a proceeding
in equity or at law);
(d) No legal proceeding is pending or, to its knowledge,
threatened against Owner or any of its Affiliates that could have a Material Adverse Effect on
Owner;
(e) No event with respect to Owner has occurred or is
continuing that would constitute an Owner Default, and no Owner Default will occur as a result
of Owner entering into or performing its obligations under this Agreement;
(f) The execution, delivery and performance of this Agreement
by Owner does not and will not (i) violate any provisions of its articles of organization or
operating agreement, or any Applicable Law; or (ii) violate, or result in any breach of, or
constitute any default under, any agreement or instrument to which it is a party or by which it
or any of its properties may be bound or affected;
(g) To the best of Owner’s knowledge, the Owner Approvals
and the Operational Approvals constitute all of the actions, Consents, notifications, waivers,
orders and filings that are necessary with respect to the execution, delivery and performance of
this Agreement by Owner, other than the AC Upgrade Approvals; and
(h) Owner is in compliance with all Applicable Laws, except
such noncompliance as could not reasonably be expected to have a Material Adverse Effect on
Owner. Owner has not received any written notice that it is under investigation with respect to
a violation of any Applicable Law that could reasonably be expected to have a Material
Adverse Effect on Owner.
Section 22.4. NO OTHER REPRESENTATIONS OR WARRANTIES. THE
REPRESENTATIONS AND WARRANTIES OF OWNER SET FORTH IN Section 22.1 AND
Section 22.3 ARE OWNER’S SOLE REPRESENTATIONS AND WARRANTIES
ASSOCIATED WITH THE NORTHERN PASS TRANSMISSION LINE AND ARE MADE IN
LIEU OF ALL OTHER REPRESENTATIONS, WARRANTIES AND GUARANTEES,
EXPRESS OR IMPLIED, ASSOCIATED WITH THE NORTHERN PASS TRANSMISSION
LINE,
INCLUDING
REPRESENTATIONS
OR
WARRANTIES
AS
TO
MERCHANTABILITY, USAGE, SUITABILITY OR FITNESS FOR ANY PARTICULAR
PURPOSE. THE FOREGOING SENTENCE SHALL NOT BE CONSTRUED IN ANY WAY
TO LIMIT OWNER’S EXPRESS OBLIGATIONS UNDER THIS AGREEMENT.
ARTICLE 23
TRANSFER OF INTERESTS
Section 23.1. No Transfer of Interests.
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(a) Any (i) direct or indirect change of Control of either Party
(whether voluntary or by operation of law), (ii) sale, transfer or other disposition of all or
substantially all of the assets of either Party or (iii) except as provided in Section 23.3,
assignment, transfer or other disposition of, whether to one or more assignees or transferees, all
or any portion of either Party’s rights, interests or obligations under this Agreement (each of the
foregoing, a "Transfer"), shall require the prior written consent of the other Party, which
consent shall not be unreasonably withheld, delayed or conditioned when viewed in light of all
reasonable considerations, including the security or other financial assurances to be provided
by on or behalf of any proposed successor or assign (including the net worth and
creditworthiness of the issuer) and the availability and terms of any consent required from any
Financing Party in connection with such Transfer. Any Transfer in contravention of this
Article 23 shall be null and void.
(b) If Owner consents to a Transfer by Purchaser pursuant to
this Section 23.1, then, upon such Transfer, including (i) the assumption, in writing by the
Transferee, of Purchaser’s obligations under this Agreement with respect to the Transferred
portion of this Agreement, which assumption is not subject to conditions that have not been
satisfied or waived, and (ii) delivery to Owner of any replacement security or other financial
assurances to be provided by or on behalf of such Transferee, then, provided that a Purchaser
Default shall not have occurred and be continuing, (x) the obligations of Purchaser (and of
Hydro-Québec under the Purchaser Guaranty) shall terminate to the extent of the Transferred
portion of this Agreement (it being understood that the Stated Cap shall be reduced in
proportion to the Transferred portion of this Agreement), and Purchaser and Hydro-Québec
shall be fully, finally, and unconditionally released from all liability associated therewith to the
extent of the Transferred portion of this Agreement, and (y) at the request of Purchaser, Owner
shall execute and deliver, to Purchaser or Hydro-Québec, a full, final, and unconditional release
of the Purchaser Guaranty, in such form as Purchaser may reasonably request, with respect to
the Transferred portion of this Agreement.
(c) If Purchaser consents to a Transfer by Owner pursuant to
this Section 23.1, then, upon such Transfer, including (i) the assumption, in writing by the
Transferee, of Owner’s obligations under this Agreement with respect to the Transferred
portion of this Agreement, which assumption is not subject to conditions that have not been
satisfied or waived, and (ii) delivery to Purchaser of any replacement security or other financial
assurances to be provided by or on behalf of such Transferee, then, provided that an Owner
Default shall not have occurred and be continuing, (x) the obligations of Owner (and of
Northeast Utilities and NSTAR under the Owner Guaranties and the Membership Pledges)
shall terminate to the extent of the Transferred portion of this Agreement (it being understood
that the aggregate liability of Northeast Utilities and NSTAR under the Owner Guaranties shall
be reduced in proportion to the Transferred portion of this Agreement), and Owner, Northeast
Utilities and NSTAR shall be fully, finally, and unconditionally released from all liability
associated therewith to the extent of the Transferred portion of this Agreement, and (y) at the
request of Owner, Purchaser shall execute and deliver, to Owner, Northeast Utilities or NSTAR,
a full, final, and unconditional release of the Owner Guaranties and the Membership Pledges, in
such form as Owner may reasonably request, with respect to the Transferred portion of this
Agreement. For the avoidance of doubt, neither the Purchaser Mortgage nor the Security
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Agreement shall not terminate upon any Transfer by Owner pursuant to this Section 23.1,
unless otherwise agreed in writing by Purchaser.
Section 23.2. Exceptions. Notwithstanding Section 23.1, consent shall not be
required for any of the following:
(a) Any (i) change of Control of Owner or (ii) transfer or other
disposition of all or substantially all of the assets of Owner, in each case, resulting from a
collateral assignment in favor of a Financing Party in accordance with Section 23.3;
(b) Any change of Control of Owner resulting from the direct
or indirect transfer of interests in Northeast Utilities or NSTAR; or
(c) Any change of Control of Purchaser resulting from the
direct or indirect transfer of interests in Hydro-Québec.
Section 23.3. Collateral Assignment. Owner shall be entitled, without restriction,
to make one or more assignments of this Agreement for purposes of collateral security or any or
all of its rights and benefits hereunder to or for the benefit of any and all Financing Parties, or
grant to or for the benefit of any and all Financing Parties a lien on, or security interest in, any
right, title or interest in all or any part of Owner’s rights hereunder for the purpose of the
financing or successive refinancing of the ownership, development, engineering, construction or
operation of the Northern Pass Transmission Line; provided, however, that such assignment for
purposes of collateral security shall recognize Purchaser’s rights under this Agreement on terms
and conditions as may be customary for financings of a similar nature and reasonably requested
by any Financing Party. To facilitate Owner’s obtaining of financing or successive refinancing
for the ownership, development, engineering, construction or operation of the Northern Pass
Transmission Line, Purchaser shall cooperate with Owner and shall execute and deliver such
consents, acknowledgements, direct agreements or similar documents as may be customary for
financings of a similar nature and reasonably requested by any Financing Party. Purchaser shall
also, at Owner’s request, cause Hydro-Québec to cooperate with Owner to execute and deliver
such consents, acknowledgements, direct agreements or similar documents as may be customary
for financings of a similar nature and reasonably requested by any Financing Party.
ARTICLE 24
MISCELLANEOUS
Section 24.1. Governing Law. This Agreement and each of its provisions shall
be governed by, and construed in accordance with, the laws of the State of New York without
reference to its conflict of law rules other than Section 5-1401 of the New York General
Obligations Law.
Section 24.2. Entire Agreement. This Agreement, together with the Attachments,
constitutes the entire agreement and understanding among the Parties with respect to all subjects
covered hereby and thereby and supersedes all prior discussions, agreements and understandings
among the Parties with respect to such matters.
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Section 24.3. Severability. Except as otherwise provided in Section 2.2, (a) in
the event any part of this Agreement is held to be illegal, invalid or unenforceable to any extent,
the legality, validity and enforceability of the remainder of this Agreement shall not be affected
thereby, and shall remain in full force and effect and shall be enforced to the greatest extent
permitted by Applicable Law and (b) with respect to any provision found to be illegal, invalid or
unenforceable by an arbitrator having jurisdiction, the Parties shall endeavor to replace such
invalid, illegal or unenforceable provision with the valid, legal and enforceable provision that
achieves, as nearly as practicable, the commercial intent of this Agreement (as it may be
amended from time to time).
Section 24.4. Notices.
All notices, billings, requests, demands, waivers,
consents and other communications under this Agreement shall be in writing and shall be
effective (a) upon personal delivery thereof, including by overnight mail or courier service, with
a record of receipt, (b) in the case of notice by United States mail, certified or registered, postage
prepaid, return receipt requested, upon the fourth (4th) day after mailing, (c) in the case of notice
by facsimile for any communications other than billings, upon transmission; provided that such
facsimile transmission is promptly confirmed by either of the methods set forth in the foregoing
clause (a) or (b), in each case, addressed to each Party and copy party hereto at its address set
forth below or at such other address as a Party may from time to time designate by written notice
to the other Party pursuant to this Section 24.4, (d) in the case of notice by facsimile for billings
only (but not any other communication, including any subsequent demand notice for any unpaid
amounts), upon receipt of confirmation of successful transmission, but without any further
requirement for evidence of receipt or confirmation by either of the methods set forth in the
foregoing clause (a) or (b), or (e) in the case of notice by electronic mail for billings only (but not
any other communication, including any subsequent demand notice for any unpaid amounts),
upon transmission, without any requirement for evidence of receipt or confirmation by either of
the methods set forth in the foregoing clause (a) or (b); provided that the Party delivering such
notice did not receive any notice of unsuccessful or delayed transmission. A notice given in
connection with this Section 24.4 but received on a day other than a Business Day, or after
business hours in the situs of receipt, shall be deemed to be received on the next Business Day.
If to Owner:
Northern Pass Transmission LLC
c/o Northeast Utilities Service Company
Attention: James A. Muntz, President
107 Selden Street
Berlin, Connecticut 06037
United States of America
Facsimile: (860)665-6717
Email: james.muntz@nu.com
With a copy to:
Northern Pass Transmission LLC
c/o Northeast Utilities Service Company
Attention: Senior Vice President and General Counsel
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56 Prospect Street
Hartford, Connecticut 06103
United States of America
Facsimile: (860)728-4581
Email: gregory.butler@nu.com
For billing purposes only:
Northern Pass Transmission LLC
c/o Northeast Utilities Service Company
Attention: Director – Transmission Rates
107 Selden Street
Berlin, Connecticut 06037
United States of America
Facsimile: (860)665-2805
Email: lisa.cooper@nu.com
If to Purchaser:
Hydro Renewable Energy Inc.
75, René-Lévesque Boulevard West, 18th Floor
Montréal (Québec) Canada
H2Z 1A4
Attention: Maxime Lanctôt, President
Facsimile: (514)289-6723
Email: lanctot.maxime@hydro.qc.ca
For billing purposes only:
Hydro Renewable Energy Inc.
75, René-Lévesque Boulevard West, 18th Floor
Montréal (Québec) Canada
H2Z 1A4
Attention: Hélène Létourneau, Billing Manager
Facsimile: (514)289-6867
Email: letourneau.helene@hydro.qc.ca
Section 24.5. Waiver; Cumulative Remedies. Any term or condition of this
Agreement may be waived at any time by the Party that is entitled to the benefit thereof, but such
waiver shall not be effective unless set forth in a written instrument duly executed by or on
behalf of the Party waiving such term or condition. No waiver by any Party of any term or
condition of this Agreement, in any one or more instances, shall be deemed to be, or construed as,
a subsequent waiver of, or estoppel with respect to, the same or any other term or by Applicable
Law. Except as otherwise provided in Section 14.3(b), the failure of or delay on the part of
either Party to enforce or insist upon compliance with or strict performance of any term or
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condition of this Agreement, or to take advantage of any of its rights thereunder, shall not
constitute a waiver or relinquishment of any such terms, conditions, or rights, but the same shall
be and remain at all times in full force and effect. Except as otherwise provided herein, the
remedies provided in this Agreement are cumulative and not exclusive of any remedies provided
by law or in equity.
Section 24.6. Confidential Information. Each Party hereby agrees that it shall
not disclose, or cause to be disclosed, to third parties any Confidential Information with respect
to the other Party or any material or information identified as Critical Energy Infrastructure
Information (other than to a disclosing Party’s Affiliates and its and their respective counsel,
directors, officers, employees, lenders, advisors or consultants, in each case, who have a need to
know such information and have agreed to keep such information confidential). Each Party shall
be responsible for ensuring that any Person to whom it discloses any Confidential Information
shall comply with the restrictions in this Section 24.6. The restrictions in this Section 24.6 shall
not apply (w) to the extent disclosure is required by Applicable Law or the requirements of a
Governmental Authority, (x) to the extent reasonably deemed by the disclosing Party to be
required or desirable in connection with regulatory proceedings (including proceedings relating
to FERC or any other national, federal, provincial, state or regulatory agency), (y) to the extent
reasonably deemed by the disclosing Party to be required to be disclosed in connection with a
Dispute between the Parties, or the defense of any litigation or dispute, or (z) as approved for
release or disclosure by the other Party. In the event disclosure is made pursuant to this Section
24.6, the disclosing Party shall use reasonable efforts to minimize the scope of any disclosure
and advise recipients of the confidentiality restrictions provided herein. Notwithstanding the
foregoing, this Section 24.6 shall not apply to the following information:
(a) Information that is a matter of public knowledge at the time
of its disclosure or is thereafter published in or otherwise ascertainable from a source available
to the public without breach of this Section 24.6;
(b) Information that is obtained from a Person other than by or
as a result of unauthorized disclosure; or
(c) Information that, prior to the time of disclosure, had been
independently developed or obtained by the disclosing Party or its Affiliates independent of
information obtained as a result of unauthorized disclosure.
Section 24.7. No Third-Party Rights.
Except for any Financing Parties
contemplated by Section 23.3 and any Owner Indemnified Party or Purchaser Indemnified Party
contemplated by Article 21, the Parties do not intend for this Agreement to confer a third-party
beneficiary status or rights of action upon any Person whatsoever other than the Parties and their
permitted successors and assigns, and nothing contained herein, either express or implied, shall
be construed to confer upon any Person, other than the Parties and their permitted successors and
assigns, any rights of action or remedies under this Agreement or in any manner, or any duty,
standard of care, or liability with respect thereto. This Agreement does not create third-party
rights.
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Section 24.8. Permitted Successors and Assigns. This Agreement shall be
binding upon and inure to the benefit of each of the Parties and their successors, legal
representatives and assigns.
Section 24.9. Relationship of the Parties. This Agreement shall not be construed
as creating an association, joint venture, trust or partnership between the Parties or as imposing
any partnership obligation or liability upon either Party. Except as contemplated by Article 10 or
Section 15.3(b), neither Party shall have any right, power or authority to enter into any
agreement or undertaking for, or act on behalf of, or to act as or be an agent or representative of,
or to otherwise bind, the other Party.
Section 24.10. Construction. No presumption shall operate in favor of or against
either Party as a result of any responsibility for drafting this Agreement.
Section 24.11. Counterparts. This Agreement may be executed in two or more
counterparts, each of which shall be deemed to be an original, but all of which together shall
constitute but one and the same instrument. The Parties acknowledge and agree that any
document or signature delivered by facsimile or electronic transmission shall be deemed to be an
original executed document for all purposes hereof.
Section 24.12. Survival. The provisions of Section 3.3, Section 3.4, Section 3.5,
Section 3.6, Article 9, Article 13 (if and to the extent required for purposes of determining the
Decommissioning Plan and Decommissioning Estimate, as provided in Section 9.3), Article 14,
Article 15, Section 17.2.1, Article 18, Article 19, Article 20, Article 21 and this Article 24 shall
survive the expiration or earlier termination of this Agreement.
Section 24.13. Language. All notices, requests, demands, waivers, consents and
other communications between Owner and Purchaser under this Agreement shall be conducted in
English.
Section 24.14. Headings and Table of Contents. The headings of the articles and
sections of this Agreement and the Table of Contents are inserted for purposes of convenience
only, and shall not be construed to affect the meaning or construction of any of the provisions
hereof.
Section 24.15. Waiver of Immunities. The Parties acknowledge and agree that
this Agreement and the transactions contemplated hereby constitute a commercial transaction.
To the extent a Party (including any assignees of a Party’s rights or obligations under this
Agreement) may be entitled, in any jurisdiction, to claim for itself, or any of its assets, revenues
or properties, sovereign or other immunity, as the case may be, from service of process, suit, the
jurisdiction of any court or arbitral tribunal, attachment (whether in aid of execution or otherwise)
or enforcement of a judgment (interlocutory or final) or award or any other legal process in a
matter arising out of or relating to this Agreement, each Party agrees not to claim or assert, and
hereby waives, such immunity. Without limiting the generality of the foregoing, each Party
agrees that the waivers set forth in this Section 24.15 shall have the fullest scope permitted under
the Immunities Act and under any other Applicable Law related to sovereign immunity.
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[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, Owner and Purchaser have executed this Agreement as of
the Execution Date.
OWNER:
NORTHERN PASS TRANSMISSION LLC
By:
__________________________________
Name: __________________________________
Title: __________________________________
PURCHASER:
HYDRO RENEWABLE ENERGY INC. (f/k/a
H.Q. HYDRO RENEWABLE ENERGY, INC.)
By:
__________________________________
Name: __________________________________
Title: __________________________________
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ATTACHMENT A
HVDC Transmission Project
I.

Technical Design of the Northern Pass Transmission Line

1.

HVDC Line:

2.

3.



Transmission Line Voltage Level: +/-300 kV



Approximate Length: 140 miles



Transmission Line Construction: Overhead line



Connections/Terminuses: The northern terminus of the HVDC Line will interconnect
with the Québec Line at the U.S. Border. The southern terminus of the HVDC Line
will be at the DC/AC converter station to be located near the Webster substation in
the City of Franklin in the State of New Hampshire.

AC Line:


Transmission Line Voltage Level: 345 kV



Approximate Length: 43 miles



Transmission Line Construction: Overhead line



Connections/Terminuses: The northern terminus of the AC Line will be at the
Franklin substation at the DC/AC converter station to be located near the Webster
substation in the City of Franklin in the State of New Hampshire. The southern
terminus of the AC Line will be at the Deerfield substation in the State of New
Hampshire.

DC/AC Converter Station:


The DC/AC converter station to be located near the Webster substation in the City of
Franklin in the State of New Hampshire will be designed and constructed in
accordance with the Design Capability in order to support bidirectional DC power
flows over the Northern Pass Transmission Line to and from the 345 kV AC
transmission system operated by ISO-NE.
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II.

One-Line Diagram of the HVDC Transmission Project
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ATTACHMENT B
Formula Rate Sheet
I.

Methodology

This formula sets forth the method that Owner shall use to determine its Revenue Requirement
for the Northern Pass Transmission Line and AC Upgrades under the Transmission Service
Agreement, dated as of October 4, 2010, and is subject to all of the terms and conditions of such
Agreement.
The Revenue Requirement under the Agreement shall be derived through an annual Formula
Rate calculation effective for the first Contract Year and each subsequent Contract Year based
upon the estimated costs of the Northern Pass Transmission Line and the AC Upgrades. An
annual true-up shall be performed by recalculation of the estimated costs for the first Contract
Year and each subsequent Contract Year based upon actual cost information as reported in
Owner’s FERC Form 1 for that year or as set forth in Owner’s books and records.
II.

Definitions

Capitalized terms not otherwise defined elsewhere in the Agreement and as used in this
Attachment B have the following definitions:


Administrative and General Expense will equal Owner’s expenses, as recorded in
FERC Account Nos. 920 – 935, excluding FERC Account Nos. 924, 928 and 930.1.



Amortization of Investment Tax Credits will equal Owner’s credits, as recorded in
FERC Account No. 411.4.



Amortization of Regulatory Asset – Pre-COD Expenses will equal the total
amortization expense related to those costs incurred by Owner before the Commercial
Operation Date that are not included in FERC Account No. 107 – Construction Work
in Progress (including the costs associated with AC Upgrades that are placed in
service before the Commercial Operation Date), plus the Carrying Charges on these
amounts from the date such costs are incurred until the Commercial Operation Date,
as recorded in the appropriate FERC Account.



Asset Retirement Obligation (Decommissioning) will equal the asset retirement cost
for transmission plant recorded in FERC Account No. 359.1 and the asset retirement
obligation recorded in FERC Account No. 230.



Depreciation Expense for Transmission Plant, General Plant, and Intangible Plant
will equal Owner’s transmission plant, general plant, and intangible plant
depreciation expense as recorded in FERC Account No. 403. The annual
depreciation expense for an asset comprising part of the Northern Pass Transmission
Line as of the Commercial Operation Date will be computed using the depreciable
life of the asset, as defined in Section 8.2 of the Agreement. Depreciation will begin
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on the in-service date of the Northern Pass Transmission Line. An asset comprising
part of a capital addition that is placed-in-service after the Commercial Operation
Date will be depreciated, for ratemaking purposes, using the depreciable life of the
asset, as defined in Section 8.2 of the Agreement. For any asset that is retired prior to
the lesser of its depreciable life, as defined in Section 8.2 of the Agreement, or the
completion of forty (40) years from the Commercial Operation Date, the remaining
net book value and cost of removal for such asset will be collected over the thenremaining contract life through a recalculation of the depreciation rate applied to the
remaining plant balance and reflecting the retirement of the asset. Such Depreciation
Expense for Transmission Plant, General Plant, and Intangible Plant will exclude
Depreciation
Expense
associated
with
Asset
Retirement
Obligation
(Decommissioning).


Depreciation
Expense
associated
with
Asset
Retirement
Obligation
(Decommissioning) will equal Owner’s depreciation expense, as recorded in FERC
Account No. 403, specifically related to Asset Retirement Obligation
(Decommissioning).



Depreciation Reserve for Transmission Plant, General Plant, and Intangible Plant
will equal the Owner’s reserve balance associated with Depreciation Expense for
Transmission Plant, General Plant, and Intangible Plant, as recorded in FERC
Account No. 108. Such Depreciation Reserve for Transmission Plant, General Plant,
and Intangible Plant will exclude Depreciation Reserve associated with Asset
Retirement Obligation (Decommissioning).



Depreciation Reserve associated with Asset Retirement Obligation (Decommissioning)
will equal Owner’s reserve balance related to Depreciation Expense associated with
Asset Retirement Obligation (Decommissioning), as recorded in FERC Account No.
108.



General Plant will equal Owner’s gross plant balance, as recorded in FERC Account
Nos. 389 – 399.



Insurance Cost will equal Owner’s expenses, as recorded in FERC Account No. 924.



Intangible Plant will equal Owner’s intangible plant balance, as recorded in FERC
Accounts Nos. 301 – 303.



Levelized Annual Decommissioning Payment will equal the sum of the Levelized
Monthly Decommissioning Payments that Section 9.3.3(a) of the Agreement specifies
be included in the Formula Rate for the applicable Contract Year, unless a separate
rate is established for the recovery of Net Decommissioning Costs pursuant to Section
9.3.1(c) of the Agreement.



Miscellaneous Revenues (such as Rents Received from Electric Property) will equal
Owner’s revenues, as recorded in FERC Account Nos. 454 and 456.1, excluding the
revenues received by Owner from Purchaser under the Agreement. This includes
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revenue received by Owner from third parties for their use of Owner’s real or
personal property associated with the Northern Pass Transmission Line that is
recorded in FERC Account No. 454, and revenue received by Owner from third
parties for resales of Firm Transmission Service and non-firm Additional
Transmission Service over the Northern Pass Transmission Line that is recorded in
FERC Account No. 456.1.


Operation and Maintenance Expense will equal Owner’s expenses, as recorded in
FERC Account Nos. 560, 561.5 – 561.8, 562 – 564, 566, and 568 – 576.5.



Payroll Taxes will equal those payroll expenses, as recorded in Owner’s FERC
Account Nos. 408.1 and 409.1.



Plant Held for Future Use will equal Owner’s balance in FERC Account No. 105.



Plant Materials and Supplies will equal the Owner’s balance, as recorded in FERC
Account No. 154.



Prepayments will equal Owner’s prepayment balance, as recorded in FERC Account
No. 165.



Regulatory Asset – Asset Retirement Obligation (Decommissioning) will equal the
total amounts recorded in a subaccount within FERC Account No. 182 for the Net
Decommissioning Costs.



Regulatory Asset – Pre-COD Expenses will equal the total costs incurred by Owner
before the Commercial Operation Date that are not included in FERC Account No.
107 – Construction Work in Progress (including the costs associated with AC
Upgrades that are placed in service before the Commercial Operation Date), plus the
Carrying Charges on these amounts (calculated using Owner’s weighted cost of
capital, based upon the Weighted Cost of Equity (as determined under Section III.A.2.
below) and the Owner’s Weighted Cost of Long-term Debt (as determined under
Section III.B. below)) from the date such costs are incurred until the Commercial
Operation Date. Such costs will be included in a subaccount within FERC Account
No. 182. This account will be amortized over a three (3)-year period beginning on
the Commercial Operation Date.



Right-of-Way (Rental) Expense will equal Owner’s expense, as recorded in FERC
Account No. 567.



Scheduling, System Control and Dispatch Service Expense will equal Owner’s
expense, as recorded in FERC Account Nos. 561.1 – 561.4.



Total Accumulated Deferred Income Taxes will equal the net of Owner’s deferred tax
balances, as recorded in FERC Account Nos. 281 – 283 and Owner’s deferred tax
balances, as recorded in FERC Account No. 190, as adjusted by any amounts in
contra accounts identified as regulatory assets or liabilities related to FAS 109. Such
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Total Accumulated Deferred Income Taxes will exclude any deferred income tax
amounts associated with the Asset Retirement Obligation (Decommissioning) and the
Regulatory Asset – Asset Retirement Obligation (Decommissioning).

III.



Total Municipal Tax will equal Owner’s expenses, as recorded in FERC Account Nos.
408.1 and 409.1.



Transmission Plant will equal Owner’s gross plant balance, as recorded in FERC
Account Nos. 350 – 359. Such Transmission Plant will exclude any amounts
recorded in FERC Account No. 359.1.



Transmission Support Expense will equal Owner’s expenses, as recorded in FERC
Account No. 565.

Calculation of Revenue Requirement

The Revenue Requirement for the Northern Pass Transmission Line and AC Upgrades
will equal the sum of the following Owner components:
(A)

Return on Equity

(B)

Return on Long-term Debt

(C)

Federal Income Taxes associated with Return on Equity

(D)

State Income Taxes associated with Return on Equity

(E)

Depreciation Expense

(F)

Amortization of Investment Tax Credits

(G)

Municipal Tax Expense

(H)

Payroll Tax Expense

(I)

Operation and Maintenance Expense

(J)

Transmission Administrative and General Expense

(K)

Taxes and Fees Charge

(L)

Right-of-Way (Rental) Expense

(M)

Scheduling, System Control and Dispatch Service Expense

(N)

Amortization of Regulatory Asset – Pre-COD Expenses

(O)

Levelized Annual Decommissioning Payment
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(P)

Transmission Support Expense

(Q)

Miscellaneous Revenues (such as Rents Received from Electric Property)

A.
Return on Equity will equal the product of the Transmission Investment Base ("Rate
Base") (as determined under Section III.A.1. below) and the Weighted Cost of Equity (as
determined under Section III.A.2. below).
1.

Transmission Investment Base

The Rate Base will consist of items (i) through (x) below. The average balance (beginning and
end of year) will be used to calculate each of these items.
(i)

Transmission Plant, plus

(ii)

General Plant, plus

(iii)

Intangible Plant, plus

(iv)

Plant Held for Future Use, less

(v)

Depreciation Reserve, less

(vi)

Accumulated Deferred Income Taxes, plus

(vii)

Regulatory Asset – Pre-COD Expenses, plus

(viii)

Prepayments, plus

(ix)

Plant Materials and Supplies, plus

(x)

Cash Working Capital

Definitions of Rate Base Items:
(i)
Transmission Plant will equal the balance of Owner’s investment in Transmission
Plant.
(ii)

General Plant will equal Owner’s balance of investment in General Plant.

(iii)

Intangible Plant will equal Owner’s balance of investment in Intangible Plant.

(iv)
Plant Held for Future Use will equal the balance of Owner’s Plant Held for
Future Use.
(v)
Depreciation Reserve will equal Owner’s Depreciation Reserve for Transmission
Plant, General Plant and Intangible Plant.
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(vi)
Accumulated Deferred Income Taxes will equal Owner’s balance of Total
Accumulated Deferred Income Taxes.
(vii) Regulatory Asset – Pre-COD Expenses will equal Owner’s balance of Regulatory
Asset – Pre-COD Expenses.
(viii)

Prepayments will equal Owner’s electric balance of Prepayments.

(ix)
Plant Materials and Supplies will equal Owner’s balance of Plant Materials and
Supplies.
(x)
Cash Working Capital will be a twelve and one half percent (12.5%) allowance
(forty-five (45) days divided by three hundred sixty (360) days) of Operation and
Maintenance Expense, Administrative and General Expense, and Transmission Support
Expense.
2.
The Weighted Cost of Equity will be calculated based upon an assumed capital
structure of 50% equity throughout the Term of the Agreement, and will equal the product of:
(a)

ROE, as set forth in Section 8.4 of the Agreement, and

(b)

Assumed equity ratio of 50%.

B.
Return on Long-term Debt will equal the product of Rate Base (as determined in Section
III.A.1. above) and Owner’s Weighted Cost of Long-term Debt. Owner’s Weighted Cost of
Long-term Debt will equal the product of:
(a)
Owner’s weighted average embedded cost to maturity (adjusted to reflect
any (i) premiums, (ii) discounts, (iii) issuances expenses, and (iv) losses and gains
on reacquired debt) of Owner’s long-term debt then outstanding, calculated using
a beginning and end of the year average, and
(b)
C.

Assumed debt ratio of 50% throughout the Term of the Agreement.

Federal Income Taxes associated with Return on Equity will equal the product of:
(a)

(A + ((B + C) / D)) x FT
1 – FT

where A is the Return on Equity (as determined in Section III.A. above), B is
Amortization of Investment Tax Credits (as determined in Section III.F. below), C
is the equity component of AFUDC included in the Depreciation Expense (as
determined in Section III.E. below), D is Rate Base (as determined in Section
III.A.1. above) and FT is the statutory Federal Income Tax Rate levied by the
Federal Government for Income Taxes, and
(b)
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D.

State Income Taxes associated with Return on Equity will equal the product of:
(a)

(A + ((B + C) / D) + Federal Income Tax Rate above) x ST
1 – ST

where A is the Return on Equity (as determined in Section III.A. above), B is
Amortization of Investment Tax Credits (as determined in Section III.F. below), C
is the equity component of AFUDC included in the Depreciation Expense (as
determined in Section III.E. below), D is Rate Base (as determined in Section
III.A.1. above) and ST is the statutory State(s) Income Tax Rate(s) levied by the
State Government(s) for Income Taxes, and
(b)

Rate Base (as determined in Section III.A.1. above).

E.
Depreciation Expense will equal Owner’s Depreciation Expense for Transmission Plant,
General Plant, and Intangible Plant.
F.
Amortization of Investment Tax Credits will equal Owner’s electric Amortization of
Investment Tax Credits.
G.

Municipal Tax Expense will equal Owner’s electric Total Municipal Tax expense.

H.

Payroll Tax Expense will equal Owner’s electric Payroll Tax expense.

I.
Operation and Maintenance Expense will equal Owner’s Operation and Maintenance
Expenses.
J.
Transmission Administrative and General Expenses will equal the sum of Owner’s (a)
Administrative and General Expense, (b) Insurance Cost, (c) Expenses included in FERC
Account No. 928 related to FERC Assessments, (d) any other Federal and State transmissionrelated expenses or assessments in FERC Account No. 928 and (e) specific transmission-related
expenses included in FERC Account No. 930.1.
K.
Taxes and Fees Charge will include any fee or assessment imposed by any Governmental
Authority on service provided by Owner under the Agreement other than Income Taxes, Total
Municipal Taxes, and Payroll Taxes.
L.
Right-of-Way (Rental) Expense will equal the expense paid by Owner for right-of-way
access.
M.
Scheduling, System Control and Dispatch Service Expense will equal the expenses for
scheduling, system control and dispatch services incurred by Owner, as recorded in Owner’s
FERC Form 1, Account Nos. 561.1 – 561.4.
N.
Amortization of Regulatory Asset – Pre-COD Expenses will equal Owner’s amortization
expense associated with those costs recorded to the Regulatory Asset – Pre-COD Expenses
account.
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O.
Levelized Annual Decommissioning Payment will equal the Levelized Annual
Decommissioning Payment.
P.
Transmission Support Expense will equal the expenses incurred and paid by Owner for
transmission support, net of any associated revenues or refunds received from third parties.
Q.
Miscellaneous Revenues (such as Rents Received from Electric Property) will equal
Owner’s Miscellaneous Revenues.
IV.
Future Revisions to FERC Uniform System of Accounts (USA) and FERC Form 1
Requirements
If FERC prescribes an addition, deletion, or modification ("Revision") to an account in its
Uniform System of Accounts (USA) and/or to its designation or description of an item in its
FERC Form 1 and the Revision affects the revenue recovery under this Formula Rate described
in this Schedule, Owner will use cost information from the revised USA and/or FERC Form 1
that is equivalent to the pre-Revision information in its application of the Formula Rate so that
the Formula Rate’s recovery of costs is unaffected by the Revision.
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ATTACHMENT C
List of Owner Approvals
Set forth below are, to the best of Owner’s knowledge, the Owner Approvals. The Owner
Approvals do not include the AC Upgrade Approvals. Additional Governmental Approvals may
be required as a result of (1) Applicable Laws that may come into effect after the Execution Date
or (2) new and unexpected developments in the regulatory processes to be undertaken by Owner
and its Affiliates in connection with the Northern Pass Transmission Line.
I.

Construction Authorizations
1.

FERC

U.S. Federal

Agency

Statute/Description



FERC



FERC
FERC




U.S. Department of
Energy ("DOE")





U.S. Forest Service
("USFS")

U.S. Army Corps of
Engineers, New
England District
U.S. Federal Aviation
Administration
U.S. Environmental
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Federal Power Act, Section 204 approval of Owner’s ability to incur
short term debt
Federal Power Act, Section 205 approval of Transmission Service
Agreement
Federal Power Act, Section 205 approval of Facilities Agreement(s)
Federal Power Act, Section 205 approval of Interconnection
Agreements
Presidential Permit
Lead federal agency for development of an Environmental Impact
Statement ("EIS") pursuant to the requirements of the National
Environmental Policy Act ("NEPA")
DOE is responsible for developing the EIS that will be used by all
U.S. federal agencies to fulfill the requirements of NEPA (the
"NEPA/EIS development process") as those agencies process the
U.S. federal permit applications for the Northern Pass Transmission
Line
Special Use Permit(s) for the Northern Pass Transmission Line to
cross White Mountain National Forest (encompasses authorization
to cross Appalachian Trail under the National Park Service’s
delegation of authority to USFS)
Modification to PSNH’s existing Special Use Permits (WMNF)
Cooperating agency to NEPA/EIS development process
Permit issued under the Clean Water Act, codified at 33 U.S.C. §
1344 (§ 404 of the Clean Water Act) (Section 404 Permit)
Permit for applicable river crossings issued under Rivers and
Harbors Act, 33 U.S.C. 403 § 10
Cooperating agency to NEPA/EIS development process
Approval of structures taller than 200 feet and for construction of
facilities near airports
Clean Water Act, 33 U.S.C. § 1251 et seq., Construction General
1
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Agency

Statute/Description

Protection Agency
2.

Permit (for discharge of construction-related stormwater)

Regional

Agency

ISO-NE

3.

Statute/Description



I.3.9 Project Technical Approval

State (New Hampshire) – Site Evaluation Committee

Agency

New Hampshire Site
Evaluation Committee
("SEC")
New Hampshire
Department of
Environmental
Services

Statute/Description




Owner Siting Approvals
SEC Certificate (NH RSA Ch. 162-H)






Section 401 Water Quality Certification (§ 401 of Clean Water Act)
Shoreland Protection Permit (if within 150 feet of ponds, lakes and
other jurisdictional waters) (NH RSA Ch. 483-B)
Alteration of Terrain Permit (NH RSA Ch. 485-A)
Temporary and Permanent Groundwater Discharge Permit (NH
RSA Ch. 485-A)
Wetlands Permits (NH RSA Ch. 482-A)
On Site Stump Disposal (No permit required per NH RSA § 149M:4, XXII)
Approve Owner to commence business as a New Hampshire public
utility (NH RSA § 374:22)
Approval of Owner’s ability to issue short- and long-term securities
(NH RSA §§ 369:1, 7)
Approval of Owner’s condemnation of all land rights needed to
create transmission right-of-way and to acquire other properties
necessary to construct, operate and maintain the project facilities
(post-siting approvals) (NH RSA § 371:1)
Approval of PSNH conveyance of Right-of-Way (ROW)/property to
Owner (post-siting approvals, but pre-construction) (NH RSA §
374:30)
Notice of Intent to Cut (NH RSA § 79:10)



Permit to Excavate in Roadways (NH RSA § 236:9)



Authorization to cross public highways, rivers, and railroads






New Hampshire
Public Utility
Commission ("PUC")






New Hampshire
Department of
Revenue and New
Hampshire Division of
Forests and Lands
New Hampshire
Department of
Transportation
New Hampshire
Department of
Transportation/PUC
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II.

All Other Owner Approvals
1.

FERC

U.S. Federal

Agency

FERC
FERC

2.

Statute/Description

Federal Power Act, Section 205 Approval of Transmission Operating
Agreement
Federal Power Act, Section 205 Approval of ISO-NE Open Access
Transmission Tariff changes (as applicable)
Federal Power Act, Section 205 approval of Scheduling and Dispatch
Services Agreement between Owner and PSNH for PSNH’s Electric
System Control Center

Regional (ISO-NE)

Agency

ISO-NE
ISO-NE
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Acceptance of AC Upgrades for interconnection and energization to the
New England Transmission System
Acceptance of Northern Pass Transmission Line for interconnection and
energization to the New England Transmission System
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3.
PUC

State (New Hampshire)

Agency
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Approval of Owner’s ability to issue long-term securities (NH RSA §
369:1)
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ATTACHMENT D
List of Canadian Approvals
Set forth below are, to the best of Purchaser’s knowledge, the Canadian Approvals. Additional
Governmental Approvals may be required as a result of (1) Applicable Laws that may come into
effect after the Execution Date or (2) new and unexpected developments in the regulatory
processes to be undertaken by Purchaser and its Affiliates in connection with the Québec Line.


Permit or certificate, as the case may be, from the National Energy Board to construct
or operate an international power line pursuant to the National Energy Board Act
(R.S.C., 1985,c. N-7)



Authorization of the Régie de l’énergie (Québec Energy Board) to acquire or
construct immovables or assets for transmission purposes pursuant to An Act
respecting the Régie de l’énergie (R.S.Q., chapter R-6.01)



Certificate of authorization issued by the Government of Québec for the realization of
the construction or relocation of an electric power transmission line of 315 kV or
more over a distance of more than 2 km and the construction or relocation of a control
and transformer station of 315 kV or more pursuant to the Environment Quality Act
(R.S.Q., chapter Q-2)



Authorization of the "Commission de protection du territoire agricole du Québec" to
use a lot for any purpose other than agriculture pursuant to An Act respecting the
preservation of agricultural land and agricultural activities (R.S.Q., chapter P-41.1)



Assessment of conformity consistent with the objectives of the land use and
development plan of each regional county municipality or municipality where an
intervention is planned by Hydro-Québec pursuant to An Act respecting land use
planning and development (R.S.Q., chapter A-19.1) (the "Land Use Planning Act")
and the Order in council 554-81



Certificate pursuant to the Regulation respecting the application of the Environment
Quality Act (c. Q-2, r. 1.001) issued by the clerk or the secretary-treasurer of each
local municipality affected by the project or, in the case of an unorganized territory,
of each regional county municipality affected by the project attesting that the project
does not contravene any municipal bylaw



Expropriation Order in council, if required, to acquire by expropriation any
immovable, servitude or construction required for the transmission of power pursuant
to Hydro-Québec Act (R.S.Q., chapter H-5) and the Expropriation Act (R.S.Q.,
chapter E-24)



Authorization from the International Boundary Commission to cross the Canada-U.S.
border pursuant to Article 5 of the International Boundary Commission Act
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Approval, if required, by ISO-NE of Québec Line siting
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ATTACHMENT E-1
Form of Purchaser Guaranty
Please see the attached.
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Hydro-Québec
75, boulevard René-Lévesque ouest
5ième étage
Montréal, Québec, Canada
H2Z 1A4
GUARANTY AGREEMENT
This Guaranty Agreement (“Guaranty”), dated as of _______________ ___, 2010, is made and
entered into by Hydro-Québec, a body politic and corporate, duly incorporated and regulated by
Hydro-Québec Act (R.S.Q., chapter H-5) and having its head office and principal place of
business at 75, René-Lévesque Boulevard West, Montréal, QC, Canada, H2Z 1A4 (hereinafter
referred to as the “Guarantor”), in favor of Northern Pass Transmission LLC, a limited
liability company organized and existing under the laws of the State of New Hampshire and
having its principal place of business at Energy Park, 780 North Commercial Street, Manchester,
NH 03101, United States of America (hereinafter referred to as the “Beneficiary”).
WHEREAS the Beneficiary and H.Q. Hydro Renewable Energy, Inc., a corporation created
under the laws of the State of Delaware and having its place of business at 75, René-Lévesque
Boulevard West, Montréal, QC, Canada, H2Z 1A4 (hereinafter referred to as “HQSub”), an
indirectly owned subsidiary of the Guarantor, have executed a Transmission Service Agreement,
dated as of October 4, 2010 (hereinafter referred to as the “Agreement”) (capitalized terms used
but not defined in this Guaranty to have the meaning accorded such terms in the Agreement);
WHEREAS the Guarantor will directly or indirectly benefit from the Agreement; and
WHEREAS the Beneficiary has required that the Guarantor guarantee to the Beneficiary
payment of all obligations of HQSub under the Agreement, and the Guarantor has agreed to
guarantee such obligations, subject to a maximum dollar limitation and the other terms and
conditions provided in this Guaranty;
NOW THEREFORE, in consideration of the premises and other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, the Guarantor hereby agrees with
the Beneficiary as follows:
Section 1. Guaranty.
(a)
Guaranteed Obligations.
The Guarantor absolutely, irrevocably, and
unconditionally guarantees to the Beneficiary, its successors and endorsees and assignees, as
primary obligor and not merely as a surety, (i) the payment of all present and future amounts
owed by HQSub to the Beneficiary under the Agreement (excluding HQSub’s obligation to pay
Net Decommissioning Costs, but including payment of HQSub’s indemnification obligations,
other than as may relate to Net Decommissioning Costs), not later than the date that is thirty (30)
days after a written demand by the Beneficiary upon the Guarantor stating that HQSub has failed
to pay any such amount when due under the Agreement after demand therefor in accordance
with the Agreement; provided, that the aggregate liability of the Guarantor under this Section 1(a)
shall not exceed [*** U.S. Dollars (U.S. $***)] (the “Stated Cap”), plus (ii) payment of all
Decommissioning Liquidated Damages, as provided in Section 1(b) of this Guaranty, plus (iii)
payment of all third-party, out-of-pocket costs or expenses reasonably incurred by the
Beneficiary to enforce its rights against the Guarantor under this Guaranty including reasonable
attorneys’ fees, court costs and similar costs (such amounts and such costs and expenses
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hereinafter collectively called “Guaranteed Obligations”); provided, further, that it shall be a
condition precedent to the Guarantor’s obligations under this Guaranty that the Construction
Phase shall have commenced under the Agreement; provided, further, that, subject to Section 8
of this Guaranty, this Guaranty shall terminate when and as provided in Section 9 of this
Guaranty.
(b)

Net Decommissioning Costs.

(i)
The Guarantor’s obligations under Section 1(a)(ii) of this Guaranty shall
be limited to the payment of (A) the estimated Net Decommissioning Costs, as set forth in the
Decommissioning Plan approved by the Management Committee (or determined pursuant to the
dispute resolution provisions in the Agreement in the event of an Impasse with respect thereto)
(which estimated Net Decommissioning Costs, solely for the purpose of calculating the
Decommissioning Liquidated Damages, shall be expressed in dollars as of the date on which the
Agreement is terminated as if the Decommissioning were to commence as of such date), less (B)
the balance, if any, in the Decommissioning Fund as of the date of the Beneficiary’s written
demand under Section 1(b)(ii) of this Guaranty (net of any portion of such balance that is
required to be restored to HQSub pursuant to the Bankruptcy Code or any other Insolvency Laws)
(such amount, the “Decommissioning Liquidated Damages”); provided, that, if a Subsequent Use
occurs, then the Guarantor’s obligations under Section 1(a)(ii) of this Guaranty and this Section
1(b) shall be subject to the provisions of Section 9.3.4 of the Agreement.
(ii)
The Decommissioning Liquidated Damages shall be payable by the
Guarantor to the Beneficiary within thirty (30) days after receipt by the Guarantor from the
Beneficiary of (A) a written demand by the Beneficiary upon the Guarantor stating that a
Purchaser Default under Section 15.1(a) of the Agreement has occurred and is continuing with
respect to HQSub’s obligation to pay Net Decommissioning Costs pursuant to Section 9.3.3 of
the Agreement (including the Levelized Monthly Decommissioning Payment and/or the
Preliminary Monthly Decommissioning Payment included in the Formula Rate pursuant to
Section 9.3.3(a) of the Agreement and/or the Decommissioning Estimate), (B) a certificate of the
Beneficiary certifying that the Beneficiary has received all Governmental Approvals required
under Applicable Law and all other consents and approvals as otherwise may be required, in
each case, to commence such Decommissioning in accordance with the Decommissioning Plan,
and that there are no other conditions to the undertaking of such Decommissioning, other than
the payment of Decommissioning Liquidated Damages as provided herein, and (C) an
irrevocable written commitment to commence to Decommission the Northern Pass Transmission
Line not later than the date that is ninety (90) days after the Beneficiary’s receipt of the
Decommissioning Liquidated Damages (such period to be extended as and to the extent required
for any period of Force Majeure), and to complete such Decommissioning in accordance with the
Decommissioning Plan, such Governmental Approvals, and such other consents and approvals.
(iii) For the avoidance of doubt, (A) the Guarantor shall not have any
obligation to pay any amount relating to Decommissioning Costs, including under Section
9.3.5(d) of the Agreement, other than Decommissioning Liquidated Damages as provided herein,
and (B) upon the payment of such Decommissioning Liquidated Damages, (1) neither HQ Sub
nor the Guarantor shall have any obligation to pay any other amount relating to
Decommissioning Costs, including under Section 9.3.5(d) of the Agreement, and (2) neither
HQSub nor the Guarantor shall be entitled to any reimbursement, refund or reduction if the
actual Net Decommissioning Costs are less than the Decommissioning Liquidated Damages.
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(c)
Guaranty of Payment and Not Collection. This Guaranty is a guaranty of
payment and not merely of collection.
(d)
Information. At the Guarantor’s request, the Beneficiary shall provide the
Guarantor with any useful information respecting the content and the terms and conditions of the
Guaranteed Obligations and a statement of account with details of billings and payments;
provided, that such a request by the Guarantor shall not delay or prevent the Guarantor from
paying under this Guaranty.
Section 2. Nature of Guaranty. The Guarantor’s obligations hereunder shall be subject to all
the contractual protections, limitations, waivers, exclusions and rights that HQSub has under the
Agreement, and the Guarantor shall be entitled to the benefits of any modification of,
amendment to, waiver of or consent to departure from, the Agreement to the extent, if any,
HQSub would have been entitled to such benefits. Nonetheless, this Guaranty shall not be
deemed discharged, impaired or affected by the existence, validity, enforceability, perfection, or
extent of any collateral for any obligations under the Agreement of HQSub.
Section 3. Consents, Waivers and Renewals. The Guarantor agrees that the Beneficiary may
at any time and from time to time, either before or after maturity thereof, without notice to or
further consent of the Guarantor, extend the time of payment of any of HQSub’s obligations
under the Agreement, or accept, exchange or surrender any collateral therefor, or renew the
Agreement, and may also make any agreement with HQSub or with any other party to, or Person
liable for any of the obligations contemplated in, the Agreement, or interested therein, for the
extension, renewal, payment, compromise, discharge or release thereof, in whole or in part, or
for any modification of the terms thereof or of any agreement between the Beneficiary and
HQSub or any such other party or Person, without in any way impairing or affecting this
Guaranty. The obligations of the Guarantor hereunder are independent of the obligations of
HQSub, and the Guarantor agrees that the Beneficiary may resort to the Guarantor for payment
of the Guaranteed Obligations, whether or not the Beneficiary shall have resorted to any
collateral security, or shall have proceeded against any other obligor principally or secondarily
obligated with respect to any of the Guaranteed Obligations, and whether or not HQSub is joined
in an action or proceeding against the Guarantor or a separate action or actions are brought
against HQSub.
Section 4. Subrogation. In any case, including HQSub’s insolvency, the Guarantor will not
exercise any rights that it may acquire by way of subrogation, and hereby waives, to the fullest
extent permitted by Applicable Law, any right to enforce any remedy that the Beneficiary now
has or may hereafter have against HQSub in respect of the Guaranteed Obligations.
Notwithstanding the foregoing, upon full, final and indefeasible payment of all Guaranteed
Obligations, the Guarantor shall be subrogated to the rights of the Beneficiary against HQSub
and the Beneficiary agrees to take, at the Guarantor’s expense, such steps as the Guarantor may
reasonably request to implement such subrogation; provided, that, if a bankruptcy court in a
bankruptcy proceeding of HQSub issues a stay or injunction prohibiting or preventing the
Guarantor from reissuing this Guaranty, as contemplated by Section 17.1.1 of the Agreement,
based in whole or in part on the effects on the estate of HQSub of any increase in the Stated Cap
after the entry of an order of relief with respect to HQSub from the amount of the Stated Cap in
the Purchaser Guaranty prior to such reissuance, and/or on the effects on the estate of HQSub of
the Guarantor’s rights of subrogation resulting from such increase, then, in either such case, the
Guarantor’s waiver set forth in this Section 4 shall be absolute and permanent with respect to the
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portion of the Guaranteed Obligations equal to the amount of such increase; provided, further,
that nothing in this Section 4 or in Section 8 of this Guaranty shall be construed to prevent the
Guarantor from opposing or seeking to terminate such stay or injunction or any request of a third
party for such a stay or injunction, in such bankruptcy proceeding.
Section 5. Waiver; Cumulative Rights. No waiver of any provision of this Guaranty shall be
binding unless in a writing signed by the Beneficiary and specifically referring to this Guaranty.
No failure on the part of the Beneficiary to exercise, and no delay in exercising any right, remedy
or power hereunder shall operate as a waiver thereof, nor shall any waiver nor any single or
partial exercise by the Beneficiary of any right, remedy or power hereunder preclude any other
future exercise of any right, remedy or power. Each and every right, remedy and power hereby
granted to the Beneficiary or allowed to it by Applicable Law or other agreement shall be
cumulative and not exclusive of any other, and may be exercised by the Beneficiary from time to
time.
Section 6. Waivers.
(a)
Waiver of Notice. The Guarantor waives notice of the acceptance of this
Guaranty, notice of dishonor, presentment and demand, except as set forth in Section 1 of this
Guaranty, notice of exercise of any right and all other notices whatsoever.
(b)
Waiver of Immunities. The Guarantor agrees and acknowledges that this
Guaranty and the Agreement constitute a commercial transaction. To the extent the Guarantor
may be entitled, in any jurisdiction, to claim for itself, or any of its assets, revenues or properties,
sovereign or other immunity, as the case may be, from service of process, suit, the jurisdiction of
any court or arbitral tribunal, attachment (whether in aid of execution or otherwise) or
enforcement of a judgment (interlocutory or final) or award or any other legal process in a matter
arising out of or relating to this Guaranty, the Guarantor, to the fullest extent permitted by
Applicable Law, agrees not to claim or assert, and hereby waives, such immunity. Without
limiting the generality of the foregoing, the Guarantor agrees that the waivers set forth in
this paragraph shall have the fullest scope permitted under the United States Foreign Sovereign
Immunities Act of 1976, 28 U.S.C. § 1602 et seq., the Hydro-Québec Act (R.S.Q., chapter H-5)
and under any other Applicable Law related to sovereign immunity.
(c)
Absolute Guaranty. To the fullest extent permitted by Applicable Law, and
except as limited by the express terms hereof, the liability of the Guarantor under this Guaranty
shall be absolute, unconditional and irrevocable irrespective of, and the Guarantor waives any
right or defense arising out of: (i) the lack of power or authority of the Guarantor to execute and
deliver this Guaranty or of HQSub to execute and deliver the Agreement; (ii) the failure of
HQSub to exist as a legal entity or the consolidation or merger of HQSub with or into any other
corporation or other entity, or the sale, lease or other disposition by HQSub of all or substantially
all of its assets to any other business entity; (iii) any disposal, transfer, assignment or other
disposition or all or any part of the direct or indirect interest of the Guarantor in HQSub; (iv) the
bankruptcy, insolvency, dissolution, administration, reorganization or liquidation of HQSub, the
admission in writing by HQSub of its inability to pay its debts as they mature, or its making of a
general assignment for the benefit of, or entering into a composition or arrangement with
creditors or similar proceeding (whether such right or defence is available to the Guarantor,
HQSub, as debtor, or HQSub’s trustee or receiver); (v) any failure to give to the Guarantor notice
of default in the making of any payment due and payable under this Guaranty or the Agreement,
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or notice of any failure on the part of HQSub to do any act or thing or to observe or perform any
covenant, condition or agreement by it to be observed or performed under the Agreement, except
for the obligations to make demand for payment as set forth under Section 1 of this Guaranty; (vi)
the absence, impairment or loss of any right of reimbursement, contribution or subrogation or
any other right or remedy of the Guarantor against HQSub; (vii) subject to Section 2 of this
Guaranty, any amendment, modification or extension of the Agreement; (viii) any assertion or
claim that the automatic or other stay provided by Section 362 of the Bankruptcy Code or the
equivalent legislation of any other country arising upon the voluntary or involuntary bankruptcy
proceeding of HQSub shall operate or be interpreted to stay, interdict, condition, reduce or
inhibit the ability of the Beneficiary to enforce any rights that the Beneficiary may have against
the Guarantor; and (ix) any other circumstances whatsoever (with or without knowledge of the
Beneficiary or the Guarantor) that constitutes, or might be construed to constitute, an equitable or
legal discharge or defense of the Guarantor under this Guaranty, in bankruptcy or in any other
instance, including all defenses of a guarantor or surety generally, other than full, final and
indefeasible payment of the Guaranteed Obligations by the Guarantor and/or HQSub.
Section 7. Representations and Warranties.
The Guarantor represents and warrants that:
a) It is a corporation duly organized, validly existing and in good standing under the laws of the
jurisdiction of its incorporation and has full corporate power to execute, deliver and perform
this Guaranty;
b) The execution, delivery and performance of this Guaranty have been and remain duly
authorized by all necessary corporate action and do not contravene any provision of any
Applicable Law applicable to or binding on the Guarantor or any of its properties or the
Guarantor’s constitutional documents or any contractual restriction binding on the Guarantor
or its assets and that the individual or individuals executing this Guaranty for and on behalf of
the Guarantor have been duly authorized to do so;
c) This Guaranty constitutes a legal, valid and binding obligation of the Guarantor enforceable
against the Guarantor in accordance with its terms, subject, as to enforcement, to bankruptcy,
insolvency, reorganization and other similar laws and to general principles of equity; and
d) There is no pending or, to the best of the Guarantor’s knowledge, threatened action or
proceeding affecting the Guarantor before any Governmental Authority that might reasonably
be expected to materially and adversely affect the ability of the Guarantor to perform its
obligations under this Guaranty.
Section 8. Setoff and Counterclaims; Bankruptcy. Notwithstanding anything in this
Guaranty to the contrary, the Guarantor shall be entitled to assert all rights and defenses that
HQSub may be entitled to under the Agreement, including any setoff or counterclaims that
HQSub is or may be entitled to under the Agreement, except that the Guarantor shall not be
entitled to any rights or defenses arising out of the matters described in clauses (i) through (viii)
of Section 6(c) of this Guaranty. Notwithstanding anything in Section 9 of this Guaranty to the
contrary, the obligations of the Guarantor under this Guaranty automatically shall be reinstated if
and to the extent that, for any reason, any payment by or on behalf of HQSub in respect of the
Guaranteed Obligations is rescinded or must be otherwise restored by any holder of any of the
Guaranteed Obligations, whether as a result of any proceedings in bankruptcy or reorganization
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or otherwise. The Guarantor hereby agrees not to seek an injunction or otherwise seek to stay its
liability under this Guaranty in any voluntary or involuntary bankruptcy proceeding of HQSub
and, in the event such injunction or stay issues at the instance of a third party, to take such steps
as may be necessary or appropriate to seek to terminate or dissolve any such injunction or stay.
Section 9. Termination.
(a)
Continuing Guaranty. The Guarantor acknowledges that the Beneficiary has
entered into the Agreement in reliance on this Guaranty being a continuing and irrevocable
agreement and the Guarantor agrees that this Guaranty may not be revoked in whole or in part,
except that this Guaranty and the Guarantor’s liability hereunder may be terminated as provided
in this Section 9.
(b)
Expiration. This Guaranty is a continuing guarantee effective upon the
commencement of the Construction Phase. The Guarantor’s obligations with respect to the
Guaranteed Obligations under Section 1(a)(i) and Section 1(a)(iii) of this Guaranty shall expire
upon the full, final and indefeasible payment of such Guaranteed Obligations. The Guarantor’s
obligations with respect to the Guaranteed Obligations under Section 1(a)(ii) of this Guaranty
shall expire upon the earlier of full, final and indefeasible payment of such Guaranteed
Obligations or the fortieth (40th) anniversary of the Commercial Operation Date, except that the
Guarantor shall remain liable for any Guaranteed Obligations under Section 1(a)(ii) of this
Guaranty relating to the period prior to such fortieth (40th) anniversary that are then due and
remain unpaid and for which the Beneficiary shall have given written notice to the Guarantor
pursuant to Section 1(b)(ii) of this Guaranty prior to such fortieth (40th) anniversary.
(c)
Reissuance. Subject to Section 17.1.1(e) of the Agreement, upon the execution
by the Guarantor and delivery to the Beneficiary, pursuant to Section 17.1.1 of the Agreement, of
a new guaranty in replacement of this Guaranty, in the form of the Purchaser Guaranty attached
as Attachment E-1 to the Agreement, with a revised Stated Cap redetermined in accordance with
Section 17.1.1 of the Agreement, (i) this Guaranty shall terminate and (ii) at the request of the
Guarantor, the Beneficiary shall execute and deliver to the Guarantor a full, final, and
unconditional release of this Guaranty, in such form as the Guarantor may reasonably request,
with respect to such termination. This Section 9(c) shall not apply unless and until the
Beneficiary shall have received a duly executed replacement guaranty in compliance with the
terms and conditions for a reissued Purchaser Guaranty set forth in Section 17.1.1 of the
Agreement.
(d)
Transfer. Upon any Transfer by HQSub that is permitted by Section 23.1 of the
Agreement, including (i) the approval of such Transfer by the Beneficiary, (ii) the assumption in
writing by the Transferee of HQSub’s obligations associated with the Transferred portion of the
Agreement, which assumption is not subject to conditions that have not been satisfied or waived,
and (iii) delivery to the Beneficiary of any replacement security or other financial assurances to
be provided by on or behalf of the Transferee in connection with such Transfer in accordance
with the Agreement, then, provided, that a Purchaser Default shall not have occurred and be
continuing, (x) the obligations of the Guarantor hereunder shall terminate to the extent of the
Transferred portion of the Agreement and the Guarantor shall be fully, finally, and
unconditionally released from all liability with respect thereto associated with the Transferred
portion of the Agreement (it being understood that the Stated Cap shall be reduced in proportion
to the Transferred portion of the Agreement), and (y) at the request of the Guarantor, the
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Beneficiary shall execute and deliver to the Guarantor a full, final, and unconditional release of
the Guaranteed Obligations, in such form as the Guarantor may reasonably request, with respect
to the Transferred portion of the Agreement. For the avoidance of doubt, this Section 9(d) does
not apply to any Transfer permitted by Section 23.2 or Section 23.3 of the Agreement.
Section 10. Assignment. The Guarantor shall not be entitled to assign its rights, interest or
obligations hereunder to any other Person without the prior written consent of the Beneficiary.
The Beneficiary shall be entitled to assign its rights, interest or obligations hereunder solely in
connection with an assignment of the Agreement permitted pursuant to the terms of the
Agreement. Upon a collateral assignment of this Guaranty in connection with a collateral
assignment of the Agreement permitted under the Agreement, the Guarantor shall cooperate with
the Beneficiary and shall execute and deliver such consents, acknowledgements, direct
agreements or similar documents as may be customary for financings of a similar nature and
reasonably requested by any Financing Party.
Section 11. Notices. All notices or other communications in respect of this Guaranty shall be in
writing, and delivered by hand or by registered mail (return receipt requested), overnight courier
service or given by facsimile (except for a demand for payment) and addressed or directed as
follows:
If to the Guarantor:
HYDRO-QUÉBEC
Attention: Vice-President Financing, Treasury and Pension Fund
75, René-Lévesque Boulevard West
5th Floor
Montréal (Québec) Canada
H2Z 1A4
Facsimile: (514)289-5409
If to the Beneficiary:
NORTHERN PASS TRANSMISSION LLC
c/o NORTHEAST UTILITIES
Attention: Randy Shoop, Vice-President and Treasurer
56 Prospect Street
Hartford, Connecticut 06103
United States of America
Facsimile: (860)728-4585
or such address as the Guarantor or the Beneficiary may give notice to the other party, from time
to time.
Section 12. Successors; No Third-Party Beneficiaries. This Guaranty shall be binding upon
the Guarantor, its successors and permitted assigns. This Guaranty shall inure to the benefit of
the Beneficiary and its successors and permitted assigns. This Guaranty is not intended to create
any third-party beneficiaries.
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Section 13. Governing Law. This Guaranty shall be governed by and construed in accordance
with the laws of the State of New York (without regard to principles of conflict of laws that
would direct for application of the laws of another jurisdiction).
Section 14. Submission to Jurisdiction. Each of the Guarantor and the Beneficiary hereto
consents to submit itself to the exclusive jurisdiction of any state or federal court of competent
jurisdiction located in the State of New York, United States of America, with respect to any
dispute that arises under this Guaranty or in connection with the transactions contemplated
hereby, and irrevocably and unconditionally waives any objection to the laying of venue of any
action, suit or proceeding arising out of or relating to this Guaranty or the transactions
contemplated hereby in (a) the courts of the State of New York in New York County, or (b) the
United States District Court for the Southern District of New York, and hereby further
irrevocably and unconditionally waives and agrees not to plead or claim in any such court that
any such action, suit or proceeding brought in any such court has been brought in an
inconvenient forum.
Section 15.
Waiver of Jury Trial.
EACH PARTY HEREBY KNOWINGLY,
VOLUNTARILY, AND INTENTIONALLY WAIVES ANY RIGHTS IT MAY HAVE TO A
TRIAL BY JURY IN RESPECT OF ANY LITIGATION BASED HEREON OR ARISING
OUT OF, UNDER, OR IN CONNECTION WITH, THIS GUARANTY OR THE
AGREEMENT.
Section 16. Entire Agreement. This Guaranty constitutes the entire agreement of the
Guarantor and the Beneficiary pertaining to the subject matter hereof and supersedes all prior
written or oral agreements and understandings between the Guarantor and the Beneficiary with
respect to the subject matter hereof.
Section 17. Amendments. No amendments or modifications of or to any provision of this
Guaranty shall be binding until in writing and executed by the Guarantor and the Beneficiary.
For the avoidance of doubt, this Guaranty may be reissued as provided in Section 9(c) of this
Guaranty without a writing executed by the Beneficiary and such reissuance shall not require
acceptance by the Beneficiary.
Section 18. Severability. If any one or more of the provisions of this Guaranty should be
determined to be illegal or unenforceable, all other provisions shall remain effective.
Section 19. Interpretation. The word “including” when used in this Guaranty shall be
deemed to be followed by “without limitation” or “but not limited to, ” whether or not it is in fact
followed by such words or words of like import.
Section 20. Counterparts. This Guaranty may be executed in two or more counterparts, each
of which shall be deemed to be an original, but all of which together shall constitute but one and
the same instrument. The Guarantor and the Beneficiary acknowledge and agree that any
document or signature delivered by facsimile or electronic transmission shall be deemed to be an
original executed document for all purposes hereof.
IN WITNESS WHEREOF, the Guarantor hereto has executed this Guaranty, as of the date first
set forth above.
HYDRO-QUÉBEC
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By:
Name:
Title:
Date:
By:
Name:
Title:
Date:
Accepted:
NORTHERN PASS TRANSMISSION LLC
By:
Name:
Title:
Date:
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ATTACHMENT E-2
Form of Owner Guaranties
Please see the attached.
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NSTAR
GUARANTY AGREEMENT
This Guaranty Agreement (“Guaranty”), dated as of _______________ ___, 2010, is made and
entered into by NSTAR, a public utility holding company organized and existing as a voluntary
association under the laws of the Commonwealth of Massachusetts and having its head office
and principal place of business at 800 Boylston Street, 17th Floor, Boston, MA 02199, United
States of America (hereinafter referred to as the “Guarantor”), in favor of H.Q. Hydro
Renewable Energy, Inc., a corporation organized and existing under the laws of the State of
Delaware and having its principal place of business at 75, René-Lévesque Boulevard West,
Montréal, QC, Canada, H2Z 1A4 (hereinafter referred to as the “Beneficiary”).
WHEREAS the Beneficiary and Northern Pass Transmission LLC, a limited liability
company organized and existing under the laws of the State of New Hampshire and having its
place of business at Energy Park, 780 North Commercial Street, Manchester, NH 03101, United
States of America (hereinafter referred to as “NPT”), have executed a Transmission Service
Agreement, dated as of October 4, 2010 (hereinafter referred to as the “Agreement”) (capitalized
terms used but not defined in this Guaranty to have the meaning accorded such terms in the
Agreement);
WHEREAS the Guarantor indirectly owns, through a wholly-owned subsidiary, a portion of the
beneficial ownership interests in NPT and will directly or indirectly benefit from the Agreement;
and
WHEREAS the Beneficiary has required that the Guarantor guarantee to the Beneficiary
payment of all obligations of NPT under the Agreement, and the Guarantor has agreed to
guarantee such obligations, subject to a maximum dollar limitation and the other terms and
conditions provided in this Guaranty;
NOW THEREFORE, in consideration of the premises and other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, the Guarantor hereby agrees with
the Beneficiary as follows:
Section 1. Guaranty.
(a)
Guaranteed Obligations.
The Guarantor absolutely, irrevocably, and
unconditionally guarantees to the Beneficiary, its successors and endorsees and assignees, as
primary obligor and not merely as a surety, (i) the payment of all present and future amounts
owed by NPT to the Beneficiary under the Agreement (including payment of NPT’s
indemnification obligations), not later than the date that is thirty (30) days after a written demand
by the Beneficiary upon the Guarantor stating that NPT has failed to pay any such amount when
due under the Agreement after demand therefor in accordance with the Agreement; provided,
that the aggregate liability of the Guarantor under this Section 1(a) shall not exceed
$6,250,000.00, plus (ii) payment of all third-party, out-of-pocket costs or expenses reasonably
incurred by the Beneficiary to enforce its rights against the Guarantor under this Guaranty
including reasonable attorneys’ fees, court costs and similar costs (such amounts and such costs
and expenses hereinafter collectively called “Guaranteed Obligations”); provided, further, that it
shall be a condition precedent to the Guarantor’s obligations under this Guaranty that the
Operation Phase shall have commenced under the Agreement; provided, further, that, subject to
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Section 8 of this Guaranty, this Guaranty shall terminate when and as provided in Section 9 of
this Guaranty.
(b)
Guaranty of Payment and Not Collection. This Guaranty is a guaranty of
payment and not merely of collection.
(c)
Information. At the Guarantor’s request, the Beneficiary shall provide the
Guarantor with any useful information respecting the content and the terms and conditions of the
Guaranteed Obligations and a statement of account with details of billings and payments;
provided, that such a request by the Guarantor shall not delay or prevent the Guarantor from
paying under this Guaranty.
Section 2. Nature of Guaranty. The Guarantor’s obligations hereunder shall be subject to all
the contractual protections, limitations, waivers, exclusions and rights that NPT has under the
Agreement, and the Guarantor shall be entitled to the benefits of any modification of,
amendment to, waiver of or consent to departure from, the Agreement to the extent, if any, NPT
would have been entitled to such benefits. Nonetheless, this Guaranty shall not be deemed
discharged, impaired or affected by the existence, validity, enforceability, perfection, or extent of
any collateral for any obligations under the Agreement of NPT.
Section 3. Consents, Waivers and Renewals. The Guarantor agrees that the Beneficiary may
at any time and from time to time, either before or after maturity thereof, without notice to or
further consent of the Guarantor, extend the time of payment of any of NPT’s obligations under
the Agreement, or accept, exchange or surrender any collateral therefor, or renew the Agreement,
and may also make any agreement with NPT or with any other party to, or Person liable for any
of the obligations contemplated in, the Agreement, or interested therein, for the extension,
renewal, payment, compromise, discharge or release thereof, in whole or in part, or for any
modification of the terms thereof or of any agreement between the Beneficiary and NPT or any
such other party or Person, without in any way impairing or affecting this Guaranty. The
obligations of the Guarantor hereunder are independent of the obligations of NPT, and the
Guarantor agrees that the Beneficiary may resort to the Guarantor for payment of the Guaranteed
Obligations, whether or not the Beneficiary shall have resorted to any collateral security, or shall
have proceeded against any other obligor principally or secondarily obligated with respect to any
of the Guaranteed Obligations, and whether or not NPT is joined in an action or proceeding
against the Guarantor or a separate action or actions are brought against NPT.
Section 4. Subrogation. In any case, including NPT’s insolvency, the Guarantor will not
exercise any rights that it may acquire by way of subrogation, and hereby waives, to the fullest
extent permitted by Applicable Law, any right to enforce any remedy that the Beneficiary now
has or may hereafter have against NPT in respect of the Guaranteed Obligations.
Notwithstanding the foregoing, upon full, final and indefeasible payment of all Guaranteed
Obligations, the Guarantor shall be subrogated to the rights of the Beneficiary against NPT and
the Beneficiary agrees to take, at the Guarantor’s expense, such steps as the Guarantor may
reasonably request to implement such subrogation; provided, that, if a bankruptcy court in a
bankruptcy proceeding of NPT issues a stay or injunction prohibiting or preventing the
Guarantor from amending this Guaranty, as contemplated by Section 17.1.2 of the Agreement,
based in whole or in part on the effects on the estate of NPT of any increase in the aggregate
liability of the Guarantor under Section 1(a) of this Guaranty after the entry of an order of relief
with respect to NPT from the amount of the aggregate liability of the Guarantor under Section
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1(a) of this Guaranty in the Owner Guaranty prior to such amendment, and/or on the effects on
the estate of NPT of the Guarantor’s rights of subrogation resulting from such increase, then, in
either such case, the Guarantor’s waiver set forth in this Section 4 shall be absolute and
permanent with respect to the portion of the Guaranteed Obligations equal to the amount of such
increase; provided, further, that nothing in this Section 4 or in Section 8 of this Guaranty shall be
construed to prevent the Guarantor from opposing or seeking to terminate such stay or injunction
or any request of a third party for such a stay or injunction, in such bankruptcy proceeding.
Section 5. Waiver; Cumulative Rights. No waiver of any provision of this Guaranty shall be
binding unless in a writing signed by the Beneficiary and specifically referring to this Guaranty.
No failure on the part of the Beneficiary to exercise, and no delay in exercising any right, remedy
or power hereunder shall operate as a waiver thereof, nor shall any waiver nor any single or
partial exercise by the Beneficiary of any right, remedy or power hereunder preclude any other
future exercise of any right, remedy or power. Each and every right, remedy and power hereby
granted to the Beneficiary or allowed to it by Applicable Law or other agreement shall be
cumulative and not exclusive of any other, and may be exercised by the Beneficiary from time to
time.
Section 6. Waivers.
(a)
Waiver of Notice. The Guarantor waives notice of the acceptance of this
Guaranty, notice of dishonor, presentment and demand, except as set forth in Section 1 of this
Guaranty, notice of exercise of any right and all other notices whatsoever.
(b)
Absolute Guaranty. To the fullest extent permitted by Applicable Law, and
except as limited by the express terms hereof, the liability of the Guarantor under this Guaranty
shall be absolute, unconditional and irrevocable irrespective of, and the Guarantor waives any
right or defense arising out of: (i) the lack of power or authority of the Guarantor to execute and
deliver this Guaranty or of NPT to execute and deliver the Agreement; (ii) the failure of NPT to
exist as a legal entity or the consolidation or merger of NPT with or into any other corporation or
other entity, or the sale, lease or other disposition by NPT of all or substantially all of its assets to
any other business entity; (iii) any disposal, transfer, assignment or other disposition or all or any
part of the direct or indirect interest of the Guarantor in NPT; (iv) the bankruptcy, insolvency,
dissolution, administration, reorganization, or liquidation of NPT, the admission in writing by
NPT of its inability to pay its debts as they mature, or its making of a general assignment for the
benefit of, or entering into a composition or arrangement with creditors or similar proceeding
(whether such right or defence is available to the Guarantor, NPT, as debtor, or NPT’s trustee or
receiver); (v) any failure to give to the Guarantor notice of default in the making of any payment
due and payable under this Guaranty or the Agreement, or notice of any failure on the part of
NPT to do any act or thing or to observe or perform any covenant, condition or agreement by it
to be observed or performed under the Agreement, except for the obligations to make demand for
payment as set forth under Section 1 of this Guaranty; (vi) the absence, impairment or loss of any
right of reimbursement, contribution or subrogation or any other right or remedy of the
Guarantor against NPT; (vii) subject to Section 2 of this Guaranty, any amendment, modification
or extension of the Agreement; (viii) any assertion or claim that the automatic or other stay
provided by Section 362 of the Bankruptcy Code or the equivalent legislation of any other
country arising upon the voluntary or involuntary bankruptcy proceeding of NPT shall operate or
be interpreted to stay, interdict, condition, reduce or inhibit the ability of the Beneficiary to
enforce any rights that the Beneficiary may have against the Guarantor; and (ix) any other
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circumstances whatsoever (with or without knowledge of the Beneficiary or the Guarantor) that
constitutes, or might be construed to constitute, an equitable or legal discharge or defense of the
Guarantor under this Guaranty, in bankruptcy or in any other instance, including all defenses of a
guarantor or surety generally, other than full, final and indefeasible payment of the Guaranteed
Obligations by the Guarantor and/or NPT.
Section 7. Representations and Warranties.
The Guarantor represents and warrants that:
a) It is a public utility holding company duly organized as a voluntary association, validly
existing and in good standing under the laws of the jurisdiction of its formation and has full
voluntary association power to execute, deliver and perform this Guaranty;
b) The execution, delivery and performance of this Guaranty have been and remain duly
authorized by all necessary voluntary association action and do not contravene any provision
of any Applicable Law applicable to or binding on the Guarantor or any of its properties or
the Guarantor’s constitutional documents or any contractual restriction binding on the
Guarantor or its assets and that the individual or individuals executing this Guaranty for and
on behalf of the Guarantor have been duly authorized to do so;
c) This Guaranty constitutes a legal, valid and binding obligation of the Guarantor enforceable
against the Guarantor in accordance with its terms, subject, as to enforcement, to bankruptcy,
insolvency, reorganization and other similar laws and to general principles of equity; and
d) There is no pending or, to the best of the Guarantor’s knowledge, threatened action or
proceeding affecting the Guarantor before any Governmental Authority that might reasonably
be expected to materially and adversely affect the ability of the Guarantor to perform its
obligations under this Guaranty.
Section 8. Setoff and Counterclaims; Bankruptcy. Notwithstanding anything in this
Guaranty to the contrary, the Guarantor shall be entitled to assert all rights and defenses that
NPT may be entitled to under the Agreement, including any setoff or counterclaims that NPT is
or may be entitled to under the Agreement, except that the Guarantor shall not be entitled to any
rights or defenses arising out of the matters described in clauses (i) through (viii) of Section 6(b)
of this Guaranty. Notwithstanding anything in Section 9 of this Guaranty to the contrary, the
obligations of the Guarantor under this Guaranty automatically shall be reinstated if and to the
extent that, for any reason, any payment by or on behalf of NPT in respect of the Guaranteed
Obligations is rescinded or must be otherwise restored by any holder of any of the Guaranteed
Obligations, whether as a result of any proceedings in bankruptcy or reorganization or otherwise.
The Guarantor hereby agrees not to seek an injunction or otherwise seek to stay its liability under
this Guaranty in any voluntary or involuntary bankruptcy proceeding of NPT and, in the event
such injunction or stay issues at the instance of a third party, to take such steps as may be
necessary or appropriate to seek to terminate or dissolve any such injunction or stay.
Section 9. Termination.
(a)
Continuing Guaranty. The Guarantor acknowledges that the Beneficiary has
entered into the Agreement in reliance on this Guaranty being a continuing and irrevocable
agreement and the Guarantor agrees that this Guaranty may not be revoked in whole or in part,
except that this Guaranty and the Guarantor’s liability hereunder may be terminated as provided
in this Section 9.
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(b)
Expiration. This Guaranty is a continuing guarantee effective upon the
commencement of the Operation Phase. The Guarantor’s obligations with respect to the
Guaranteed Obligations shall expire upon the full, final and indefeasible payment of such
Guaranteed Obligations.
(c)
Transfer. Upon any Transfer by NPT that is permitted by Section 23.1 of the
Agreement, including (i) the approval of such Transfer by the Beneficiary, (ii) the assumption in
writing by the Transferee of NPT’s obligations associated with the Transferred portion of the
Agreement, which assumption is not subject to conditions that have not been satisfied or waived,
and (iii) delivery to the Beneficiary of any replacement security or other financial assurances to
be provided by on or behalf of the Transferee in connection with such Transfer in accordance
with the Agreement, then, provided, that an Owner Default shall not have occurred and be
continuing, (x) the obligations of the Guarantor hereunder shall terminate to the extent of the
Transferred portion of the Agreement and the Guarantor shall be fully, finally, and
unconditionally released from all liability with respect thereto associated with the Transferred
portion of the Agreement (it being understood that the aggregate liability of the Guarantor under
Section 1(a) of this Guaranty shall be reduced in proportion to the Transferred portion of the
Agreement), and (y) at the request of the Guarantor, the Beneficiary shall execute and deliver to
the Guarantor a full, final, and unconditional release of the Guaranteed Obligations, in such form
as the Guarantor may reasonably request, with respect to the Transferred portion of the
Agreement. For the avoidance of doubt, this Section 9(c) does not apply to any Transfer
permitted by Section 23.2 or Section 23.3 of the Agreement.
Section 10. Assignment. The Guarantor shall not be entitled to assign its rights, interest or
obligations hereunder to any other Person without the prior written consent of the Beneficiary.
The Beneficiary shall be entitled to assign its rights, interest or obligations hereunder solely in
connection with an assignment of the Agreement permitted pursuant to the terms of the
Agreement.
Section 11. Notices. All notices or other communications in respect of this Guaranty shall be in
writing, and delivered by hand or by registered mail (return receipt requested), overnight courier
service or given by facsimile (except for a demand for payment) and addressed or directed as
follows:
If to the Guarantor:
NSTAR
Attention: Senior Vice President Strategy, Law & Policy, General Counsel and Clerk
800 Boylston Street
17th Floor
Boston, Massachusetts 02199
United States of America
Facsimile: (781)441-3712
If to the Beneficiary:
H.Q. HYDRO RENEWABLE ENERGY, INC.
Attention: Christian G. Brosseau, President
75, René-Lévesque Boulevard West, 18th Floor
Montréal (Québec) Canada
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H2Z 1A4
Facsimile: (514)289-5484
or such address as the Guarantor or the Beneficiary may give notice to the other party, from time
to time.
Section 12. Successors; No Third-Party Beneficiaries. This Guaranty shall be binding upon
the Guarantor, its successors and permitted assigns. This Guaranty shall inure to the benefit of
the Beneficiary and its successors and permitted assigns. This Guaranty is not intended to create
any third-party beneficiaries.
Section 13. Governing Law. This Guaranty shall be governed by and construed in accordance
with the laws of the State of New York (without regard to principles of conflict of laws that
would direct for application of the laws of another jurisdiction).
Section 14. Submission to Jurisdiction. Each of the Guarantor and the Beneficiary hereto
consents to submit itself to the exclusive jurisdiction of any state or federal court of competent
jurisdiction located in the State of New York, United States of America, with respect to any
dispute that arises under this Guaranty or in connection with the transactions contemplated
hereby, and irrevocably and unconditionally waives any objection to the laying of venue of any
action, suit or proceeding arising out of or relating to this Guaranty or the transactions
contemplated hereby in (a) the courts of the State of New York in New York County, or (b) the
United States District Court for the Southern District of New York, and hereby further
irrevocably and unconditionally waives and agrees not to plead or claim in any such court that
any such action, suit or proceeding brought in any such court has been brought in an
inconvenient forum.
Section 15.
Waiver of Jury Trial.
EACH PARTY HEREBY KNOWINGLY,
VOLUNTARILY, AND INTENTIONALLY WAIVES ANY RIGHTS IT MAY HAVE TO A
TRIAL BY JURY IN RESPECT OF ANY LITIGATION BASED HEREON OR ARISING
OUT OF, UNDER, OR IN CONNECTION WITH, THIS GUARANTY OR THE
AGREEMENT.
Section 16. Entire Agreement. This Guaranty constitutes the entire agreement of the
Guarantor and the Beneficiary pertaining to the subject matter hereof and supersedes all prior
written or oral agreements and understandings between the Guarantor and the Beneficiary with
respect to the subject matter hereof.
Section 17. Amendments. No amendments or modifications of or to any provision of this
Guaranty shall be binding until in writing and executed by the Guarantor and the Beneficiary.
Section 18. Severability. If any one or more of the provisions of this Guaranty should be
determined to be illegal or unenforceable, all other provisions shall remain effective.
Section 19. Interpretation. The word “including” when used in this Guaranty shall be
deemed to be followed by “without limitation” or “but not limited to,” whether or not it is in fact
followed by such words or words of like import.
Section 20. Trustee Liability. No shareholder or trustee of the Guarantor shall be held to any
liability whatever for the payment of any sum of money or for damages or otherwise under this
Guaranty. This Guaranty shall not be enforceable against any such trustee in their or his or her
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individual capacities or capacity and this Guaranty shall be enforceable against the trustees of the
Guarantor only as such, and every Person having any claim or demand arising under this
Guaranty and relating to the Guarantor, its shareholders or trustees shall look solely to the trust
estate of the Guarantor for the payment or satisfaction thereof.
Section 21. Counterparts. This Guaranty may be executed in two or more counterparts, each
of which shall be deemed to be an original, but all of which together shall constitute but one and
the same instrument. The Guarantor and the Beneficiary acknowledge and agree that any
document or signature delivered by facsimile or electronic transmission shall be deemed to be an
original executed document for all purposes hereof.
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IN WITNESS WHEREOF, the Guarantor hereto has executed this Guaranty, as of the
date first set forth above.
NSTAR
By:
Name:
Title:
Date:
Accepted:
H.Q. HYDRO RENEWABLE ENERGY, INC.
By:
Name:
Title:
Date:
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NORTHEAST UTILITIES
GUARANTY AGREEMENT
This Guaranty Agreement (“Guaranty”), dated as of _______________ ___, 2010, is made and
entered into by Northeast Utilities, a public utility holding company organized and existing as a
voluntary trust under the laws of the Commonwealth of Massachusetts and having its head office
and principal place of business at One Federal Street, Springfield, MA 01105, United States of
America (hereinafter referred to as the “Guarantor”), in favor of H.Q. Hydro Renewable
Energy, Inc., a corporation organized and existing under the laws of the State of Delaware and
having its principal place of business at 75, René-Lévesque Boulevard West, Montréal, QC,
Canada, H2Z 1A4 (hereinafter referred to as the “Beneficiary”).
WHEREAS the Beneficiary and Northern Pass Transmission LLC, a limited liability
company organized and existing under the laws of the State of New Hampshire and having its
place of business at Energy Park, 780 North Commercial Street, Manchester, NH 03101, United
States of America (hereinafter referred to as “NPT”), have executed a Transmission Service
Agreement, dated as of October 4, 2010 (hereinafter referred to as the “Agreement”) (capitalized
terms used but not defined in this Guaranty to have the meaning accorded such terms in the
Agreement);
WHEREAS the Guarantor indirectly owns, through a wholly-owned subsidiary, a portion of the
beneficial ownership interests in NPT and will directly or indirectly benefit from the Agreement;
and
WHEREAS the Beneficiary has required that the Guarantor guarantee to the Beneficiary
payment of all obligations of NPT under the Agreement, and the Guarantor has agreed to
guarantee such obligations, subject to a maximum dollar limitation and the other terms and
conditions provided in this Guaranty;
NOW THEREFORE, in consideration of the premises and other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, the Guarantor hereby agrees with
the Beneficiary as follows:
Section 1. Guaranty.
(a)
Guaranteed Obligations.
The Guarantor absolutely, irrevocably, and
unconditionally guarantees to the Beneficiary, its successors and endorsees and assignees, as
primary obligor and not merely as a surety, (i) the payment of all present and future amounts
owed by NPT to the Beneficiary under the Agreement (including payment of NPT’s
indemnification obligations), not later than the date that is thirty (30) days after a written demand
by the Beneficiary upon the Guarantor stating that NPT has failed to pay any such amount when
due under the Agreement after demand therefor in accordance with the Agreement; provided,
that the aggregate liability of the Guarantor under this Section 1(a) shall not exceed
$18,750,000.00, plus (ii) payment of all third-party, out-of-pocket costs or expenses reasonably
incurred by the Beneficiary to enforce its rights against the Guarantor under this Guaranty
including reasonable attorneys’ fees, court costs and similar costs (such amounts and such costs
and expenses hereinafter collectively called “Guaranteed Obligations”); provided, further, that it
shall be a condition precedent to the Guarantor’s obligations under this Guaranty that the
Operation Phase shall have commenced under the Agreement; provided, further, that, subject to
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Section 8 of this Guaranty, this Guaranty shall terminate when and as provided in Section 9 of
this Guaranty.
(b)
Guaranty of Payment and Not Collection. This Guaranty is a guaranty of
payment and not merely of collection.
(c)
Information. At the Guarantor’s request, the Beneficiary shall provide the
Guarantor with any useful information respecting the content and the terms and conditions of the
Guaranteed Obligations and a statement of account with details of billings and payments;
provided, that such a request by the Guarantor shall not delay or prevent the Guarantor from
paying under this Guaranty.
Section 2. Nature of Guaranty. The Guarantor’s obligations hereunder shall be subject to all
the contractual protections, limitations, waivers, exclusions and rights that NPT has under the
Agreement, and the Guarantor shall be entitled to the benefits of any modification of,
amendment to, waiver of or consent to departure from, the Agreement to the extent, if any, NPT
would have been entitled to such benefits. Nonetheless, this Guaranty shall not be deemed
discharged, impaired or affected by the existence, validity, enforceability, perfection, or extent of
any collateral for any obligations under the Agreement of NPT.
Section 3. Consents, Waivers and Renewals. The Guarantor agrees that the Beneficiary may
at any time and from time to time, either before or after maturity thereof, without notice to or
further consent of the Guarantor, extend the time of payment of any of NPT’s obligations under
the Agreement, or accept, exchange or surrender any collateral therefor, or renew the Agreement,
and may also make any agreement with NPT or with any other party to, or Person liable for any
of the obligations contemplated in, the Agreement, or interested therein, for the extension,
renewal, payment, compromise, discharge or release thereof, in whole or in part, or for any
modification of the terms thereof or of any agreement between the Beneficiary and NPT or any
such other party or Person, without in any way impairing or affecting this Guaranty. The
obligations of the Guarantor hereunder are independent of the obligations of NPT, and the
Guarantor agrees that the Beneficiary may resort to the Guarantor for payment of the Guaranteed
Obligations, whether or not the Beneficiary shall have resorted to any collateral security, or shall
have proceeded against any other obligor principally or secondarily obligated with respect to any
of the Guaranteed Obligations, and whether or not NPT is joined in an action or proceeding
against the Guarantor or a separate action or actions are brought against NPT.
Section 4. Subrogation. In any case, including NPT’s insolvency, the Guarantor will not
exercise any rights that it may acquire by way of subrogation, and hereby waives, to the fullest
extent permitted by Applicable Law, any right to enforce any remedy that the Beneficiary now
has or may hereafter have against NPT in respect of the Guaranteed Obligations.
Notwithstanding the foregoing, upon full, final and indefeasible payment of all Guaranteed
Obligations, the Guarantor shall be subrogated to the rights of the Beneficiary against NPT and
the Beneficiary agrees to take, at the Guarantor’s expense, such steps as the Guarantor may
reasonably request to implement such subrogation; provided, that, if a bankruptcy court in a
bankruptcy proceeding of NPT issues a stay or injunction prohibiting or preventing the
Guarantor from amending this Guaranty, as contemplated by Section 17.1.2 of the Agreement,
based in whole or in part on the effects on the estate of NPT of any increase in the aggregate
liability of the Guarantor under Section 1(a) of this Guaranty after the entry of an order of relief
with respect to NPT from the amount of the aggregate liability of the Guarantor under Section
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1(a) of this Guaranty in the Owner Guaranty prior to such amendment, and/or on the effects on
the estate of NPT of the Guarantor’s rights of subrogation resulting from such increase, then, in
either such case, the Guarantor’s waiver set forth in this Section 4 shall be absolute and
permanent with respect to the portion of the Guaranteed Obligations equal to the amount of such
increase; provided, further, that nothing in this Section 4 or in Section 8 of this Guaranty shall be
construed to prevent the Guarantor from opposing or seeking to terminate such stay or injunction
or any request of a third party for such a stay or injunction, in such bankruptcy proceeding.
Section 5. Waiver; Cumulative Rights. No waiver of any provision of this Guaranty shall be
binding unless in a writing signed by the Beneficiary and specifically referring to this Guaranty.
No failure on the part of the Beneficiary to exercise, and no delay in exercising any right, remedy
or power hereunder shall operate as a waiver thereof, nor shall any waiver nor any single or
partial exercise by the Beneficiary of any right, remedy or power hereunder preclude any other
future exercise of any right, remedy or power. Each and every right, remedy and power hereby
granted to the Beneficiary or allowed to it by Applicable Law or other agreement shall be
cumulative and not exclusive of any other, and may be exercised by the Beneficiary from time to
time.
Section 6. Waivers.
(a)
Waiver of Notice. The Guarantor waives notice of the acceptance of this
Guaranty, notice of dishonor, presentment and demand, except as set forth in Section 1 of this
Guaranty, notice of exercise of any right and all other notices whatsoever.
(b)
Absolute Guaranty. To the fullest extent permitted by Applicable Law, and
except as limited by the express terms hereof, the liability of the Guarantor under this Guaranty
shall be absolute, unconditional and irrevocable irrespective of, and the Guarantor waives any
right or defense arising out of: (i) the lack of power or authority of the Guarantor to execute and
deliver this Guaranty or of NPT to execute and deliver the Agreement; (ii) the failure of NPT to
exist as a legal entity or the consolidation or merger of NPT with or into any other corporation or
other entity, or the sale, lease or other disposition by NPT of all or substantially all of its assets to
any other business entity; (iii) any disposal, transfer, assignment or other disposition or all or any
part of the direct or indirect interest of the Guarantor in NPT; (iv) the bankruptcy, insolvency,
dissolution, administration, reorganization, or liquidation of NPT, the admission in writing by
NPT of its inability to pay its debts as they mature, or its making of a general assignment for the
benefit of, or entering into a composition or arrangement with creditors or similar proceeding
(whether such right or defence is available to the Guarantor, NPT, as debtor, or NPT’s trustee or
receiver); (v) any failure to give to the Guarantor notice of default in the making of any payment
due and payable under this Guaranty or the Agreement, or notice of any failure on the part of
NPT to do any act or thing or to observe or perform any covenant, condition or agreement by it
to be observed or performed under the Agreement, except for the obligations to make demand for
payment as set forth under Section 1 of this Guaranty; (vi) the absence, impairment or loss of any
right of reimbursement, contribution or subrogation or any other right or remedy of the
Guarantor against NPT; (vii) subject to Section 2 of this Guaranty, any amendment, modification
or extension of the Agreement; (viii) any assertion or claim that the automatic or other stay
provided by Section 362 of the Bankruptcy Code or the equivalent legislation of any other
country arising upon the voluntary or involuntary bankruptcy proceeding of NPT shall operate or
be interpreted to stay, interdict, condition, reduce or inhibit the ability of the Beneficiary to
enforce any rights that the Beneficiary may have against the Guarantor; and (ix) any other
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circumstances whatsoever (with or without knowledge of the Beneficiary or the Guarantor) that
constitutes, or might be construed to constitute, an equitable or legal discharge or defense of the
Guarantor under this Guaranty, in bankruptcy or in any other instance, including all defenses of a
guarantor or surety generally, other than full, final and indefeasible payment of the Guaranteed
Obligations by the Guarantor and/or NPT.
Section 7. Representations and Warranties.
The Guarantor represents and warrants that:
a) It is a public utility holding company duly organized as a voluntary trust, validly existing and
in good standing under the laws of the jurisdiction of its formation and has full voluntary trust
power to execute, deliver and perform this Guaranty;
b) The execution, delivery and performance of this Guaranty have been and remain duly
authorized by all necessary voluntary trust action and do not contravene any provision of any
Applicable Law applicable to or binding on the Guarantor or any of its properties or the
Guarantor’s constitutional documents or any contractual restriction binding on the Guarantor
or its assets and that the individual or individuals executing this Guaranty for and on behalf of
the Guarantor have been duly authorized to do so;
c) This Guaranty constitutes a legal, valid and binding obligation of the Guarantor enforceable
against the Guarantor in accordance with its terms, subject, as to enforcement, to bankruptcy,
insolvency, reorganization and other similar laws and to general principles of equity; and
d) There is no pending or, to the best of the Guarantor’s knowledge, threatened action or
proceeding affecting the Guarantor before any Governmental Authority that might reasonably
be expected to materially and adversely affect the ability of the Guarantor to perform its
obligations under this Guaranty.
Section 8. Setoff and Counterclaims; Bankruptcy. Notwithstanding anything in this
Guaranty to the contrary, the Guarantor shall be entitled to assert all rights and defenses that
NPT may be entitled to under the Agreement, including any setoff or counterclaims that NPT is
or may be entitled to under the Agreement, except that the Guarantor shall not be entitled to any
rights or defenses arising out of the matters described in clauses (i) through (viii) of Section 6(b)
of this Guaranty. Notwithstanding anything in Section 9 of this Guaranty to the contrary, the
obligations of the Guarantor under this Guaranty automatically shall be reinstated if and to the
extent that, for any reason, any payment by or on behalf of NPT in respect of the Guaranteed
Obligations is rescinded or must be otherwise restored by any holder of any of the Guaranteed
Obligations, whether as a result of any proceedings in bankruptcy or reorganization or otherwise.
The Guarantor hereby agrees not to seek an injunction or otherwise seek to stay its liability under
this Guaranty in any voluntary or involuntary bankruptcy proceeding of NPT and, in the event
such injunction or stay issues at the instance of a third party, to take such steps as may be
necessary or appropriate to seek to terminate or dissolve any such injunction or stay.
Section 9. Termination.
(a)
Continuing Guaranty. The Guarantor acknowledges that the Beneficiary has
entered into the Agreement in reliance on this Guaranty being a continuing and irrevocable
agreement and the Guarantor agrees that this Guaranty may not be revoked in whole or in part,
except that this Guaranty and the Guarantor’s liability hereunder may be terminated as provided
in this Section 9.
1268726.06-WASSR01A - MSW

E-24

EXECUTION COPY

(b)
Expiration. This Guaranty is a continuing guarantee effective upon the
commencement of the Operation Phase. The Guarantor’s obligations with respect to the
Guaranteed Obligations shall expire upon the full, final and indefeasible payment of such
Guaranteed Obligations.
(c)
Transfer. Upon any Transfer by NPT that is permitted by Section 23.1 of the
Agreement, including (i) the approval of such Transfer by the Beneficiary, (ii) the assumption in
writing by the Transferee of NPT’s obligations associated with the Transferred portion of the
Agreement, which assumption is not subject to conditions that have not been satisfied or waived,
and (iii) delivery to the Beneficiary of any replacement security or other financial assurances to
be provided by on or behalf of the Transferee in connection with such Transfer in accordance
with the Agreement, then, provided, that an Owner Default shall not have occurred and be
continuing, (x) the obligations of the Guarantor hereunder shall terminate to the extent of the
Transferred portion of the Agreement and the Guarantor shall be fully, finally, and
unconditionally released from all liability with respect thereto associated with the Transferred
portion of the Agreement (it being understood that the aggregate liability of the Guarantor under
Section 1(a) of this Guaranty shall be reduced in proportion to the Transferred portion of the
Agreement), and (y) at the request of the Guarantor, the Beneficiary shall execute and deliver to
the Guarantor a full, final, and unconditional release of the Guaranteed Obligations, in such form
as the Guarantor may reasonably request, with respect to the Transferred portion of the
Agreement. For the avoidance of doubt, this Section 9(c) does not apply to any Transfer
permitted by Section 23.2 or Section 23.3 of the Agreement.
Section 10. Assignment. The Guarantor shall not be entitled to assign its rights, interest or
obligations hereunder to any other Person without the prior written consent of the Beneficiary.
The Beneficiary shall be entitled to assign its rights, interest or obligations hereunder solely in
connection with an assignment of the Agreement permitted pursuant to the terms of the
Agreement.
Section 11. Notices. All notices or other communications in respect of this Guaranty shall be in
writing, and delivered by hand or by registered mail (return receipt requested), overnight courier
service or given by facsimile (except for a demand for payment) and addressed or directed as
follows:
If to the Guarantor:
NORTHEAST UTILITIES
Attention: Vice President and Treasurer
c/o Northeast Utilities Service Company
56 Prospect Street
Hartford, CT 06103
United States of America
Facsimile: (860)728-4632
With a copy to:
NORTHEAST UTILITIES
Attention: Senior Vice President and General Counsel
c/o Northeast Utilities Service Company
56 Prospect Street
Hartford, CT 06103
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United States of America
Facsimile: (860)728-4581
If to the Beneficiary:
H.Q. HYDRO RENEWABLE ENERGY, INC.
Attention: Christian G. Brosseau, President
75, René-Lévesque Boulevard West, 18th Floor
Montréal (Québec) Canada
H2Z 1A4
Facsimile: (514)289-5484
or such address as the Guarantor or the Beneficiary may give notice to the other party, from time
to time.
Section 12. Successors; No Third-Party Beneficiaries. This Guaranty shall be binding upon
the Guarantor, its successors and permitted assigns. This Guaranty shall inure to the benefit of
the Beneficiary and its successors and permitted assigns. This Guaranty is not intended to create
any third-party beneficiaries.
Section 13. Governing Law. This Guaranty shall be governed by and construed in accordance
with the laws of the State of New York (without regard to principles of conflict of laws that
would direct for application of the laws of another jurisdiction).
Section 14. Submission to Jurisdiction. Each of the Guarantor and the Beneficiary hereto
consents to submit itself to the exclusive jurisdiction of any state or federal court of competent
jurisdiction located in the State of New York, United States of America, with respect to any
dispute that arises under this Guaranty or in connection with the transactions contemplated
hereby, and irrevocably and unconditionally waives any objection to the laying of venue of any
action, suit or proceeding arising out of or relating to this Guaranty or the transactions
contemplated hereby in (a) the courts of the State of New York in New York County, or (b) the
United States District Court for the Southern District of New York, and hereby further
irrevocably and unconditionally waives and agrees not to plead or claim in any such court that
any such action, suit or proceeding brought in any such court has been brought in an
inconvenient forum.
Section 15.
Waiver of Jury Trial.
EACH PARTY HEREBY KNOWINGLY,
VOLUNTARILY, AND INTENTIONALLY WAIVES ANY RIGHTS IT MAY HAVE TO A
TRIAL BY JURY IN RESPECT OF ANY LITIGATION BASED HEREON OR ARISING
OUT OF, UNDER, OR IN CONNECTION WITH, THIS GUARANTY OR THE
AGREEMENT.
Section 16. Entire Agreement. This Guaranty constitutes the entire agreement of the
Guarantor and the Beneficiary pertaining to the subject matter hereof and supersedes all prior
written or oral agreements and understandings between the Guarantor and the Beneficiary with
respect to the subject matter hereof.
Section 17. Amendments. No amendments or modifications of or to any provision of this
Guaranty shall be binding until in writing and executed by the Guarantor and the Beneficiary.
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Section 18. Severability. If any one or more of the provisions of this Guaranty should be
determined to be illegal or unenforceable, all other provisions shall remain effective.
Section 19. Interpretation. The word “including” when used in this Guaranty shall be
deemed to be followed by “without limitation” or “but not limited to,” whether or not it is in fact
followed by such words or words of like import.
Section 20. Trustee Liability. No shareholder or trustee of the Guarantor shall be held to any
liability whatever for the payment of any sum of money or for damages or otherwise under this
Guaranty. This Guaranty shall not be enforceable against any such trustee in their or his or her
individual capacities or capacity and this Guaranty shall be enforceable against the trustees of the
Guarantor only as such, and every Person having any claim or demand arising under this
Guaranty and relating to the Guarantor, its shareholders or trustees shall look solely to the trust
estate of the Guarantor for the payment or satisfaction thereof.
Section 21. Counterparts. This Guaranty may be executed in two or more counterparts, each
of which shall be deemed to be an original, but all of which together shall constitute but one and
the same instrument. The Guarantor and the Beneficiary acknowledge and agree that any
document or signature delivered by facsimile or electronic transmission shall be deemed to be an
original executed document for all purposes hereof.
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IN WITNESS WHEREOF, the Guarantor hereto has executed this Guaranty, as of the date first
set forth above.
NORTHEAST UTILITIES
By:
Name:
Title:
Date:
Accepted:
H.Q. HYDRO RENEWABLE ENERGY, INC.
By:
Name:
Title:
Date:
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ATTACHMENT F
Subordination Terms
1.
Definitions. For purposes of this Attachment F, capitalized terms that are defined in the
Transmission Service Agreement, dated as of October 4, 2010 (as amended, amended and
restated, supplemented, waived or otherwise modified, the “Agreement”), by and between
Northern Pass Transmission LLC, as Owner, and Hydro Renewable Energy Inc. (f/k/a H.Q.
Hydro Renewable Energy, Inc.), as Purchaser, shall have the same meanings as those set forth in
the Agreement. In addition, the following terms shall have the following meanings:
“Collateral” means, at any time, all property or assets (including limited liability
company membership interests) subject to (or intended by the Loan Documents or the
Agreement to be subject to) a Senior Lien or a Junior Lien.
“Collateral Proceeds” has the meaning set forth in Paragraph 9.
“DIP Financing” has the meaning set forth in Paragraph 10.2.
“Discharge of Project Debt Obligations” means, except to the extent otherwise expressly
provided in Paragraph 13: (a) the indefeasible payment in full in cash and discharge of the
principal of, and interest on, all indebtedness outstanding under the Loan Documents and
constituting Project Debt Obligations; (b) the indefeasible payment in full in cash and discharge
of all other Project Debt Obligations that are due and payable or otherwise accrued and owing at
or prior to the time such principal and interest are paid; (c) termination or expiration of all
commitments, if any, to extend credit that would constitute Project Debt Obligations; and (d)
termination or cash collateralization of all letters of credit issued under the Loan Documents and
constituting Project Debt Obligations.
“Junior Lien” means any Lien that presently exists or that may exist or arise at any time
hereafter securing the TSA Obligations, including those under the Purchaser’s Security
Documents.
“Lien” means any lien, mortgage, pledge, assignment, security interest, fixed or floating
charge or encumbrance of any kind (including any conditional sale or other title retention
agreement, any lease in the nature thereof, and any agreement to give any security interest) and
any option, trust or deposit or other preferential arrangement having the practical effect of any of
the foregoing.
“Owner Party” means Owner and the members of Owner pledging membership interests
in Owner as Collateral.
“Proceeding” means: (a) any voluntary or involuntary case or proceeding under the
Bankruptcy Code with respect to any Owner Party; (b) any other voluntary or involuntary
insolvency, reorganization or bankruptcy case or proceeding, or any receivership, liquidation,
reorganization or other similar case or proceeding with respect to any Owner Party or with
respect to a material portion of its respective assets; (c) any liquidation, dissolution,
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reorganization or winding up of any Owner Party whether voluntary or involuntary and whether
or not involving insolvency or bankruptcy; or (d) any assignment for the benefit of creditors or
any other marshalling of assets and liabilities of any Owner Party.
“Recovery” has the meaning set forth in Paragraph 13.
“Senior Lien” means any Lien that presently exists or that may exist or arise at any time
hereafter securing the Project Debt Obligations, including any Lien under the Loan Documents.
“Standstill Period” has the meaning set forth in Paragraph 4(a)(i).
“TSA Obligations” means the obligations of Owner under the Agreement secured by the
Purchaser Security Documents.
2.

Subordination of Junior Lien.

2.1
Any and all Senior Liens shall be prior and superior in all respects to any and all Junior
Liens. Any and all Junior Liens shall be junior and subordinate in all respects to any and all
Senior Liens. For the avoidance of doubt and as set forth in Section 17.2.2 of the Agreement,
any and all Junior Liens shall be superior in priority to all indebtedness (other than the Project
Debt Obligations) of Owner secured by the Collateral.
2.2

The provisions of Paragraph 2.1 shall apply irrespective of:

(a)
the date, time, order, manner or method of grant, attachment or perfection of the
Liens created by any Loan Document or any Purchaser’s Security Document;
(b)
the date, time, order, manner or method of filing or recording of financing
statements or other documents filed or recorded to perfect Liens on any Collateral;
(c)
the rules for determining perfection or priority under the Uniform Commercial
Code or any other law governing the relative priorities of secured creditors; or
(d)
any defect or deficiency in, or failure to attach or perfect, the Senior Liens or the
Junior Liens.
Nothing in the Subordination Agreement shall (a) restrict or interfere with the exercise of
2.3
Purchaser’s rights and remedies under the Agreement, whether as set forth thereunder, at law or
in equity, except with respect to Purchaser’s rights and remedies in respect of Junior Liens, (b)
prevent Owner from making, or prevent Purchaser from receiving, payments under the
Agreement at any time, so long as such receipt is not the direct or indirect result of the exercise
by Purchaser of rights or remedies in respect of the Junior Liens, or enforcement thereof, in
contravention of the Subordination Agreement, or (c) otherwise affect or limit the obligations of
Owner under the Agreement, the Purchaser’s Security Documents or the Loan Documents. The
Subordination Agreement shall be solely for the benefit of Purchaser and the Financing Parties
and not of any other Person (including any Owner Party).
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The parties to the Subordination Agreement intend that the Collateral subject to the
2.4
Senior Lien and the Collateral subject to the Junior Lien shall be the same. In furtherance of the
foregoing, the parties to the Subordination Agreement agree, subject to the other provisions
hereof, upon request by the Financing Parties or Purchaser, to cooperate in good faith (and to
direct their counsel to cooperate in good faith) from time to time in order to determine (a) the
specific items included in the Collateral subject to the Senior Lien and the Collateral subject to
the Junior Lien, and (b) the steps to be taken to perfect their respective Liens thereon.
3.
Subordination Respecting Additional Advances. Without limiting the provisions of
Paragraph 2, the Junior Liens are, and shall be, expressly subject and subordinate in all respects
to the Senior Liens that secure any and all advances made at any time or from time to time on or
with respect to the Project Debt Obligations, whenever made, including any and all of such
advances, interest, charges, fees and expenses that may increase the indebtedness evidenced and
secured by the Loan Documents.
4.

Exercise of Remedies.

(a)
Until the Discharge of Project Debt Obligations has occurred, whether or not any
Proceeding has been commenced by or against Owner or any other Owner Party, Purchaser:
(i)
will not exercise or seek to exercise any rights or remedies (including
setoff and credit bid) under the Purchaser’s Security Documents or the Junior Liens with
respect to any Collateral or institute any action or proceeding with respect to such rights
or remedies (including any action of foreclosure or any Proceeding); provided, that
Purchaser may exercise any or all such rights or remedies after a period of at least one
hundred eighty (180) days has elapsed (such one hundred eighty (180)-day period, the
“Standstill Period”) since the date on which Purchaser has notified the Financing Parties
that Purchaser is permitted to enforce any or all of its rights and remedies under the
Purchaser’s Security Documents in accordance with Section 15.4(e) of the Agreement, if
the Owner Default giving rise to such rights or remedies shall then be continuing;
provided, further, that, notwithstanding anything herein to the contrary, in no event shall
Purchaser exercise any rights or remedies under the Purchaser Security Documents or the
Junior Liens with respect to the Collateral if, notwithstanding the expiration of the
Standstill Period, the Financing Parties shall have commenced and be diligently pursuing
the exercise of their rights or remedies with respect to all or any material portion of the
Collateral (prompt notice of such exercise to be given by the Financing Parties to
Purchaser).
(ii)
will not contest, protest or object to any foreclosure proceeding or action
brought by a Financing Party or any other exercise by a Financing Party of any rights and
remedies relating to the Collateral under the Loan Documents or the Senior Liens
consistent with the Subordination Agreement, the Agreement and Applicable Law; and
(iii) will not object to the forbearance by a Financing Party from bringing or
pursuing any foreclosure proceeding or action or any other exercise of any rights or
remedies relating to the Senior Liens or the Collateral, in each case, so long as the Junior
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Liens attach to the proceeds thereof, subject to the relative priorities described in
Paragraph 2.
(b)

Notwithstanding the foregoing, Purchaser may:

(i)
file a claim or statement of interest with respect to the TSA Obligations;
provided, that a Proceeding has been commenced by or against Owner;
(ii)
take any action (not adverse to the priority status of the Senior Liens, or
the rights of any Financing Party to exercise remedies in respect thereof as provided in
the Subordination Agreement) in order to create, perfect, preserve or protect the Junior
Liens;
(iii) file any necessary responsive or defensive pleadings in opposition to any
motion, claim, adversary proceeding or other pleading made by any Person objecting to
or otherwise seeking the disallowance or avoidance of the claims of Purchaser or of the
Junior Liens, including any claims secured by the Collateral, if any, in each case in
accordance with the terms of the Subordination Agreement; and
(iv)
vote on any plan of reorganization, file any proof of claim, make other
filings and make any arguments and motions that are, in each case, in accordance with
the terms of the Subordination Agreement, with respect to the TSA Obligations and the
Collateral; provided, that Purchaser shall not (A) vote against any plan of reorganization
supported by the Financing Parties unless Purchaser’s negative vote as a general
unsecured creditor in a class of claims that includes other general unsecured creditors
(assuming that its full claim were voted as a general unsecured claim) would be sufficient
to result in such class voting to not accept such plan of reorganization, or (B) vote in
favor of, or otherwise support, a plan of reorganization not supported by the Financing
Parties unless Purchaser’s affirmative vote as a general unsecured creditor in a class of
claims that includes other general unsecured creditors (assuming that its full claim were
voted as a general unsecured claim) would be sufficient to result in such class voting to
accept such plan of reorganization.
(c)

Subject to Paragraphs 4(a) and (b) and Paragraph 10.4(b):

(i)
Purchaser agrees that it will not take any action that would hinder any
exercise of remedies under the Loan Documents or Senior Liens or that is otherwise
prohibited hereunder, including any sale, lease, exchange, transfer or other disposition of
the Collateral, whether by foreclosure or otherwise;
(ii)
Purchaser hereby waives any and all rights it may have as a junior lien
creditor or otherwise to notice of any action by the Financing Parties seeking to enforce
or collect the Project Debt Obligations or the Senior Liens granted in any of the
Collateral undertaken in accordance with the Subordination Agreement, regardless of
whether or not any action or failure to act by or on behalf of the Financing Parties is
adverse to the interests of Purchaser;
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(iii) Purchaser hereby waives any and all rights it may have as a junior lien
creditor or otherwise to object to the manner in which the Financing Parties seek to
enforce or collect the Project Debt Obligations or the Senior Liens granted in any of the
Collateral undertaken in accordance with the Subordination Agreement, regardless of
whether or not any action or failure to act by or on behalf of the Financing Parties is
adverse to the interests of Purchaser; and
(iv)
Purchaser hereby acknowledges and agrees that no covenant, agreement or
restriction contained in the Purchaser’s Security Documents shall be deemed to restrict in
any way the rights and remedies of the Financing Parties with respect to the Collateral as
set forth in the Subordination Agreement and the Loan Documents.
(d)
Anything to the contrary in the Subordination Agreement notwithstanding, and
both before and during any Proceeding, except as specifically prohibited by Paragraphs 4(a)(i)
and 4(c), Purchaser may take any actions and exercise any and all rights and remedies that would
be available to a holder of unsecured claims against Owner in accordance with the Agreement
and Applicable Law.
5.
Non-Disturbance. So long as the Agreement has not been terminated in accordance with
its terms, Purchaser’s rights under the Agreement shall not be disturbed, diminished or interfered
with by the Financing Parties, and the Financing Parties shall not take any action or request any
relief or remedy that would terminate the Agreement or otherwise impair Purchaser’s rights
thereunder, notwithstanding any rights the Financing Parties may have against Owner under the
Loan Documents or otherwise. If, pursuant to the Loan Documents, the Financing Parties or
their designee forecloses on or enters into possession of the Northern Pass Transmission Line or
other Collateral, then, provided the Agreement has not been terminated in accordance with its
terms, the Financing Parties or such designee, as the case may be, and any transferee of the
Northern Pass Transmission Line or other Collateral or an interest therein, shall be bound by all
of the terms of the Agreement and the Agreement shall continue in full force and effect as if such
party had taken the place of Owner under the Agreement; provided, however, that recourse to the
Financing Parties or their designee in respect of the Agreement shall be limited to the Collateral.
Should the Financing Parties sell, assign, or otherwise transfer the Northern Pass Transmission
Line or other Collateral or an interest therein prior to the termination of the Agreement in
accordance with its terms, such transfer shall be expressly conditioned on the transferee agreeing
to be bound by the terms of the Agreement. If, (a) pursuant to the Loan Documents, the
Financing Parties or their designee forecloses on, or enters into possession of, the Northern Pass
Transmission Line or other Collateral, and (b) the Agreement is rejected or terminated as a result
of any Proceeding affecting Owner, then if, within thirty (30) days after the occurrence of such
an event, Purchaser shall so request, Purchaser and the Financing Parties or their designee or a
transferee, as applicable, shall execute and deliver a new agreement having identical terms as the
Agreement (subject to any conforming changes necessitated by the substitution of parties);
provided, that (i) the term under the new agreement shall be no longer than the remaining
balance of the term specified in the Agreement, and (ii) prior to the execution of such new
agreement, Purchaser shall cure any outstanding payment and performance defaults under the
Agreement, excluding any performance defaults that, by their nature, are incapable of being
cured, and upon execution of such new agreement, Purchaser and the Financing Parties or their
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designee or a transferee, as applicable, shall be liable for all obligations arising under such new
agreement.
6.

Actions Respecting Collateral.

6.1
Until the Discharge of Project Debt Obligations has occurred, the Financing Parties shall,
except as otherwise expressly provided herein, have the exclusive right to enforce rights,
exercise remedies (including setoff and credit bid) and make determinations regarding the release,
disposition or restrictions of Collateral and may exercise their rights and remedies under the
Loan Documents and the Senior Liens in any manner in their sole discretion in compliance with
Applicable Law, and without consultation with or the consent of Purchaser, whether in a
Proceeding or otherwise. The Financing Parties’ rights and remedies under the Subordination
Agreement shall not be prejudiced by any action omitted or undertaken by it with respect to the
Project Debt or any security therefor, consistent with the Loan Documents and the Subordination
Agreement, and Purchaser hereby irrevocably and unconditionally waives all of the following:
(a)

notice of acceptance by the Financing Parties of the Subordination Agreement;

(b)
notice of the existence or creation or non-payment of any Project Debt
Obligations; and
(c)
all diligence in collection or protection of or realization upon the Project Debt
Obligations or any security therefor.
6.2
The Financing Parties may, without affecting the priority of Liens contemplated hereby,
do all or any of the following, all in the sole discretion of the Financing Parties and without
regard for the effect thereof on Purchaser: (a) release any security for the Project Debt
Obligations (including that provided by the Loan Documents or by any guaranty or letter of
credit) or retain or obtain a security interest in other property to secure any or all of the Project
Debt Obligations; (b) release, obtain or retain the primary or secondary obligation of any
guarantor or endorser or any other Person with respect to any or all of the Project Debt
Obligations; (c) to the extent Owner is not prohibited from doing so under the Agreement,
refinance, extend, renew, defease, amend, modify, supplement, restructure, replace, refund or
repay, or issue other indebtedness, in exchange or replacement for, the Project Debt, in whole or
in part; and (d) obtain satisfaction of the Project Debt Obligations from the Collateral without
proceeding to enforce any guaranty, letter of credit, or other collateral or security for any of the
Project Debt Obligations or any other right or remedy.
In connection with (a) an enforcement of any Senior Lien or of the rights or remedies
6.3
with respect to the Project Debt Obligations or (b) a disposition of assets, which enforcement or
disposition (x) is expressly permitted by the Agreement and (y) does not, by the terms of the
Agreement, require as a consequence of such enforcement or disposition that the Agreement be
assumed by the purchaser of such assets, the Junior Lien shall be released on any such assets
constituting Collateral at the time and to the extent the Senior Lien on such Collateral is released
by the Financing Parties. Purchaser hereby appoints the Financing Parties as attorney-in-fact for
the purposes of releasing such Collateral.
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6.4
Purchaser shall not, in any Proceeding or otherwise, oppose any sale or disposition of the
Collateral or any part thereof that is supported by the Financing Parties and is in compliance with
the Agreement, the Subordination Agreement, and Applicable Law, and Purchaser will be
deemed to have consented under Section 363 of the Bankruptcy Code (and otherwise) to any
such sale of the Collateral or any part thereof supported by the Financing Parties; provided, that
the proceeds thereof are applied to the reduction of the Project Debt Obligations and thereafter in
the manner contemplated by Paragraph 7.1.
6.5
Unless and until the Discharge of Project Debt Obligations has occurred, the Financing
Parties shall have the sole and exclusive right, subject to the rights of the Owner Parties under
the Loan Documents, to adjust settlement for any insurance policy covering the Collateral in the
event of any loss thereunder and to approve any award granted in any condemnation or similar
proceeding (or any deed in lieu of condemnation) affecting the Collateral. Unless and until the
Discharge of Project Debt Obligations has occurred, and subject to the rights of the Owner
Parties under the Loan Documents, all proceeds of any such policy and any such award (or any
payments with respect to a deed in lieu of condemnation) in respect of the Collateral shall be
paid to the Financing Parties pursuant to the terms of the Loan Documents (including for
purposes of cash collateralization of letters of credit) and thereafter, to the extent that (a) the
Discharge of Project Debt Obligations has occurred and (b) Purchaser would be entitled to such
proceeds under the second sentence of Paragraph 7.1, to Purchaser. Until the Discharge of
Project Debt Obligations has occurred, if Purchaser shall, at any time, receive any proceeds of
any such insurance policy or any such award or payment in contravention of the Subordination
Agreement, it shall pay such proceeds over to the Financing Parties in accordance with the last
sentence of Paragraph 7.1.
7.

Proceeds.

7.1
So long as the Discharge of Project Debt Obligations has not occurred, whether or not
any Proceeding has been commenced by or against Owner, any Collateral or proceeds thereof
received in connection with the sale or other disposition of, or collection on, such Collateral
upon the exercise of remedies by a Financing Party, shall be applied by the Financing Parties to
the Project Debt Obligations in such order as specified in the Loan Documents. Upon the
Discharge of Project Debt Obligations, if (a) there has been and continues to be an Owner
Default under the Agreement, (b) the amount of damages suffered by Purchaser as a result of
such Owner Default has been agreed in writing between Owner and Purchaser or determined in
accordance with Article 18 of the Agreement, and (c) Owner shall not have paid such amount on
or before the date specified for payment in such written agreement or within fourteen (14)
Business Days after the date of such determination, as applicable, the Financing Parties shall
then deliver to Purchaser any Collateral and proceeds of Collateral held by any Financing Party
in the same form as received, with any necessary endorsements or as a court of competent
jurisdiction may otherwise direct to be applied by Purchaser to the TSA Obligations in such
order as specified in the Purchaser’s Security Documents.
7.2

If

(a)
Purchaser shall receive any Collateral or proceeds of any Collateral in
contravention of the Subordination Agreement, or
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(b)
the Senior Liens do not attach to, or are not perfected or enforceable with respect
to, any Collateral for any reason, and Purchaser shall receive any distribution or recovery with
respect to, or allocable to, the value of such Collateral or any proceeds, thereof, then Purchaser
agrees that any such Collateral, distribution, recovery or proceeds shall (for so long as the
Discharge of Project Debt Obligations has not occurred) be segregated and held in trust and
forthwith paid over to the Financing Parties in the same form as received without recourse,
representation or warranty (other than a representation of Purchaser that it has not otherwise sold,
assigned, transferred or pledged any right, title or interest in and to such distribution or recovery),
but with any necessary endorsements or as a court of competent jurisdiction may otherwise direct
until such time as the Discharge of Project Debt Obligations has occurred. The Financing Parties
are hereby authorized to make any such endorsements as agent for Purchaser. This authorization
is coupled with an interest and is irrevocable.
8.

Covenants.

8.1
So long as the Discharge of Project Debt Obligations has not occurred, Purchaser hereby
agrees that it will not modify or amend any of the Purchaser’s Security Documents, without the
Financing Parties’ prior express written consent (other than to conform the Purchaser’s Security
Documents to modifications or amendments to the Financing Parties’ security documents to the
extent consistent with Section 17.2.1 of the Agreement). The Financing Parties shall notify
Purchaser of any such modifications or amendments.
8.2
So long as the Discharge of Project Debt Obligations has not occurred, Purchaser shall
not, without the prior written consent of the Financing Parties, sell, assign, or otherwise transfer,
in whole or in part, any rights in the Purchaser’s Security Documents to any other Person unless
(1) such action is made in connection with an assignment of the Agreement to such Person that is
permitted in accordance with the terms of the Agreement, (2) such action is made expressly
subject to the Subordination Agreement and (3) the transferee expressly acknowledges to the
Financing Parties, by a writing in form and substance reasonably satisfactory to the Financing
Parties, the subordination provided for in the Subordination Agreement and agrees to be bound
by all of the terms thereof.
8.3
The Financing Parties agree to hold that part of the Collateral that is in their possession or
control (or in the possession or control of their agents or bailees) to the extent that possession or
control thereof is taken to perfect a Lien thereon under the Uniform Commercial Code as bailee
for Purchaser (such bailment being intended, among other things, to satisfy the requirements of
Sections 8-301(a)(2) and 9-313(c) of the Uniform Commercial Code) and any assignee of
Purchaser, solely for the purpose of perfecting the security interest granted under the Purchaser’s
Security Documents. The Financing Parties shall have no obligation whatsoever to Purchaser to
ensure that the Collateral is genuine or owned by any of the Owner Parties or to preserve rights
or benefits of any Person except as expressly set forth in this Paragraph 8.3. The duties and
responsibilities of the Financing Parties to Purchaser under this Paragraph 8.3 shall be limited
solely to holding the Collateral as bailee in accordance with this Paragraph 8.3 and delivering the
Collateral upon a Discharge of Project Debt Obligations as provided in the Subordination
Agreement. The Financing Parties acting pursuant to this Paragraph 8.3 shall not have a
fiduciary relationship in respect of Purchaser.
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9.
Liquidation; Dissolution; Bankruptcy. Without limitation of the provisions of Paragraph
2.3(b), upon any payment or distribution of Collateral of any kind or character, whether in cash,
securities or other property, to creditors of Owner in a liquidation or dissolution of Owner,
whether voluntary or involuntary, or in a Proceeding relating to Owner or its property or
creditors (“Collateral Proceeds”):
(a)
the Financing Parties shall be entitled to receive payment in full, in cash or cash
equivalents, of the Project Debt Obligations before Purchaser or any other holder of the TSA
Obligations shall be entitled to receive, for or on account of the Purchaser’s Security Documents,
any payment of Collateral Proceeds with respect to any TSA Obligations or on account of any
purchase or other acquisition of any TSA Obligations by Owner; and
(b)
so long as the Discharge of Project Debt Obligations has not occurred, any
payment or distribution of Collateral Proceeds for or on account of the Purchaser’s Security
Documents, to which Purchaser would be entitled but for this Paragraph 9, shall be made by
Owner or by any receiver, trustee in bankruptcy, liquidating trustee, agent or other Person
making such payment of distribution, directly to the Financing Parties to the extent necessary to
pay all such Project Debt Obligations in full.
10.

Proceedings.

10.1 Each of (a) Purchaser and (b) the Financing Parties agrees that it will not (and hereby
waives any right to) contest, or support any other Person in contesting, in any proceeding
(including any Proceeding), any Project Debt Obligation or TSA Obligation or the priority,
validity or enforceability of any Senior Lien or Junior Lien, as the case may be, or the provisions
of the Subordination Agreement; provided, that nothing in the Subordination Agreement shall be
construed to prevent or impair the rights of the Financing Parties or Purchaser to enforce the
Subordination Agreement, including the provisions of the Subordination Agreement relating to
the priority of the Senior Liens and Junior Liens.
10.2 Until the Discharge of Project Debt Obligations has occurred, if Owner or any other
Owner Party shall be subject to any Proceeding and the Financing Parties shall desire to permit
(a) the use of cash collateral on which the Financing Parties or any other creditor has a Lien or (b)
Owner or any other Owner Party to obtain financing, whether from the Financing Parties or any
other Person, under Section 364 of the Bankruptcy Code (“DIP Financing”), then Purchaser
agrees that it will raise no objection to the use of such cash collateral or to such DIP Financing,
respectively, and to the extent the Senior Liens are subordinated to, or pari passu with, such DIP
Financing, Purchaser will subordinate the Junior Liens in the Collateral to the Liens securing
such DIP Financing (and all obligations relating thereto) and will not request adequate protection
or any other relief in connection therewith (except as expressly agreed by the Financing Parties
or to the extent permitted by Paragraph 10.4); provided, that the aggregate principal amount of
the DIP Financing, plus the aggregate outstanding principal amount of Project Debt Obligations,
does not exceed the principal amount of Project Debt permitted to constitute Project Debt
Obligations in accordance with the second sentence of the definition thereof, and Purchaser
retains the right to object to any ancillary agreements or arrangements regarding the use of cash
collateral or the DIP Financing that are materially prejudicial to Purchaser’s interests. Purchaser
agrees that it will not raise any objection or oppose a motion to sell or otherwise dispose of any
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Collateral free and clear of the Junior Liens or other claims under Section 363 of the Bankruptcy
Code if (i) the requisite Financing Parties have consented to such sale or disposition of such
assets, (ii) such motion does not impair the rights of Purchaser under Section 363(k) of the
Bankruptcy Code, and (iii) the Junior Liens attach to the proceeds of such sale or disposition
subject to the relative priorities described in Paragraph 2.
10.3 If any Financing Party is required in any Proceeding or otherwise to turn over or
otherwise pay to the estate of Owner or any other Owner Party any amount paid in respect of
Project Debt Obligations, then such Financing Party shall be entitled to a reinstatement of Project
Debt Obligations with respect to all such recovered amounts.
10.4

The following provisions shall apply with respect to requests for adequate protection:

(a)
contesting):

Purchaser agrees that it shall not contest (or support any other Person in
(i)

any request by the Financing Parties for adequate protection; or

(ii)
any objection by the Financing Parties to any motion, relief, action or
proceeding based upon the Financing Parties claiming a lack of adequate protection.
(b)
Proceeding:

Notwithstanding the foregoing provisions in this Paragraph 10.4, in any

(i)
if the Financing Parties (or any subset thereof) are granted adequate
protection in the form of additional collateral in connection with any use of cash
collateral or any DIP Financing, then Purchaser may seek or request adequate protection
in the form of a Lien on such additional collateral, which Lien will be subordinated to the
Liens on such cash collateral and to the Senior Liens or the Liens securing the DIP
Financing (and all obligations relating thereto) on the same basis as the other Junior Liens
are so subordinated to the Senior Liens under such Subordination Agreement; and
(ii)
in the event Purchaser seeks or requests adequate protection in respect of
the TSA Obligations and such adequate protection is granted in the form of additional
collateral, then Purchaser agrees that the Financing Parties shall also be granted a Lien on
such additional collateral as security for the Project Debt Obligations and for any cash
collateral use or DIP Financing provided by the Financing Parties and that any Lien on
such additional collateral securing the TSA Obligations shall be subordinated to the
Senior Lien on such additional collateral and the Lien on such additional collateral
securing any such DIP Financing provided by the Financing Parties (and all obligations
relating thereto) and to any other Liens granted to the Financing Parties as adequate
protection on the same basis as the other Junior Liens are so subordinated to such Senior
Liens under the Subordination Agreement.
Except as otherwise expressly set forth in Paragraph 10.2, this Paragraph 10.4 or in connection
with the exercise of remedies with respect to the Collateral, nothing herein shall limit the rights
of Purchaser from seeking adequate protection with respect to its rights in the Collateral in any
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Proceeding (including adequate protection in the form of a cash payment, periodic cash
payments or otherwise).
10.5 Except as otherwise expressly provided herein, nothing contained in the Subordination
Agreement shall prohibit or in any way limit the Financing Parties from objecting in any
Proceeding or otherwise to any action taken by Purchaser, including the asserting by Purchaser
of any of its rights and remedies under the Agreement or the Purchaser’s Security Documents.
11.
Subrogation. Following the Discharge of the Project Debt Obligations, Purchaser shall
be subrogated to the rights of the Financing Parties to receive distributions of assets of Owner or
payment by or on behalf of Owner made on the Project Debt Obligations, until all TSA
Obligations shall be paid in full.
12.
Further Assurances. So long as the Discharge of Project Debt Obligations has not
occurred, Purchaser shall, within a reasonable time after request by the Financing Parties,
execute, acknowledge and deliver to the Financing Parties any and all further other instruments
in recordable form on such terms and conditions as may be customary for transactions of a
similar nature and as may be reasonably satisfactory to Purchaser and the Financing Parties to
further, advance, implement, confirm, evidence or facilitate the purposes addressed in the
Subordination Agreement.
13.
Avoidance Issues. If any Financing Party is required in any Proceeding or otherwise to
turn over or otherwise pay to the estate of Owner any amount paid in respect of Project Debt
Obligations (a “Recovery”), then such Financing Party shall be entitled to a reinstatement of
Project Debt Obligations with respect to all such recovered amounts. If the Subordination
Agreement shall have been terminated prior to such Recovery, the Subordination Agreement
shall be reinstated in full force and effect, and such prior termination shall not diminish, release,
discharge, impair or otherwise affect the obligations of the parties hereto from such date of
reinstatement.
14.
Notation on the Purchaser Mortgage. Purchaser agrees that, promptly after any
Subordination Agreement has been executed and the Financing Parties thereunder furnish to
Purchaser the relevant recordation information, Purchaser will cause the following statement to
be typed or printed conspicuously at the top of the first page of the Purchaser Mortgage
(including by an amendment to the Purchaser Mortgage with respect to any Subordination
Agreement executed after the Purchaser Mortgage is initially filed) “This instrument and the
obligations it evidences or secures are subject to the provisions of that certain Subordination
Agreement dated as of ____________, 20__, a memorandum of which is recorded in Book
[____], page [____], [_____________] County, New Hampshire.”
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ATTACHMENT G
Letter Agreement
Please see the attached.
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October 4, 2010

Mr. Christian G. Brosseau
Vice President, Wholesale Markets
Hydro-Québec Production
75 West, René-Lévesque Blvd, 18th Floor
Montréal (Québec) Canada H2Z 1A4
Re:

Letter Agreement for Recovery of Northern Pass Transmission Line Project
Development Costs

Dear Mr. Brosseau:
As you are aware, Northern Pass Transmission LLC (“NPT”) and H.Q. Hydro Renewable
Energy, Inc. (“HQRE”), an indirect, wholly owned subsidiary of Hydro-Québec, acting through
its Hydro-Québec Production division (“HQP”) (NPT and HQP also referred to herein
individually as a “Party”, or collectively as the “Parties”), have entered into a Transmission
Service Agreement of even date herewith (“TSA”) that governs the rates, terms and conditions
under which HQRE will acquire firm transmission service from NPT over a 1,200 MW high
voltage direct current transmission line that will run from Québec to a point in New Hampshire
(“Northern Pass Transmission Line Project”). The TSA will be filed with the Federal Energy
Regulatory Commission (“FERC”) for acceptance as a rate schedule.
Upon the termination of the TSA at any time prior to the commencement of the
Construction Phase (as that term is defined in the TSA), HQP has agreed to reimburse NPT for
certain Project Development Costs (as defined below), as further set forth in Appendix A. By
this letter agreement, the Parties seek to confirm their agreement regarding reimbursement of the
Project Development Costs.
1.

Execution Date; FERC Effective Date. This letter agreement shall be binding and
effective as of the date first set forth above (the “Execution Date”); provided, however,
that any payment hereunder shall be subject to prior acceptance by FERC of this letter
agreement (“FERC Effective Date”). A copy of this letter agreement is an attachment to
the TSA that will be filed with FERC. NPT shall, however, file a copy of this letter
agreement with FERC with a request for approval or acceptance only upon the
occurrence of a PDC Payment Event.

2.

Project Development Costs; PDC Payment Event. “Project Development Costs” mean
the following costs incurred by NPT: (a) the Owner’s Costs (as defined in the TSA) and
(b) unless NPT has terminated the TSA, the costs and expenses associated with the
drafting and negotiation of the TSA, in each case, from January 1, 2009 through the
occurrence of a PDC Payment Event (as defined below) (the “Reimbursement Period”).
1
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Project Development Costs reimbursable under this letter agreement shall not exceed
twelve million dollars ($12,000,000) (the “NTX Amount”). The Parties may by mutual
written agreement increase the NTX Amount, however, neither NPT nor its affiliates
shall have any obligation to incur Project Development Costs in accordance with a
particular schedule or timeframe, or in excess of the NTX Amount.
For purposes of this letter agreement, a “PDC Payment Event” means the termination of
the TSA by NPT or HQRE prior to the commencement of the Construction Phase or the
rejection by FERC of the TSA.
3.

Reimbursement of Project Development Costs. Subject to the terms and conditions of
this letter agreement, HQP shall reimburse NPT, in accordance with this Section 3, for
the Project Development Costs set forth in Appendix A attached hereto that NPT has
incurred and will incur pursuant to this letter agreement. HQP approves the Project
Development Costs incurred by NPT through August 31, 2010 (as shown in Section II of
Appendix A).
3.1.

Monthly Allocations. Section III of Appendix A contains monthly cash flow
allocations for the period of September 1, 2010 through March 31, 2011. NPT
shall not, in any month, incur Project Development Costs that, when combined
with Project Development Costs previously incurred, exceed the total cumulative
cash flow allocations through such month, unless and until NPT provides HQP a
written explanation of the reason(s) for incurring such excess Project
Development Costs and obtains HQP’s consent to incur such excess Project
Development Costs.

3.2.

Monthly Reports. For each month following the Execution Date, NPT shall,
within a reasonable time after the last day of each such month, provide HQP with
a report reasonably detailing the Project Development Costs incurred during such
month prior to the occurrence of a PDC Payment Event, if any. If HQP objects to
any costs identified in such a report, HQP shall, within fourteen (14) calendar
days, provide NPT with written notice of, and the basis for, such objection. NPT
may, in its sole discretion, suspend the activities associated with the Project
Development Costs that are the subject of an HQP objection (and the incurrence
of such costs and expenses) until such objection is resolved by mutual agreement
of the Parties.

3.3.

PDC Payment Event Invoices. Following the occurrence of a PDC Payment
Event, NPT shall submit to HQP a preliminary invoice(s) of all Project
Development Costs incurred during the Reimbursement Period, but not to exceed
the NTX Amount.

3.4.

Billing and Payment. Within thirty (30) days after the FERC Effective Date,
NPT shall render a final invoice(s) of Project Development Costs incurred during
the Reimbursement Period (which invoiced amounts shall be consistent with
Appendix A, the monthly reports, the NTX Amount and the conditions, if any, in
the FERC order accepting or approving this letter agreement) to HQP at the
2
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address specified in Appendix B. HQP shall pay such final invoice(s) within
thirty (30) calendar days of its receipt of such final invoice. All payments shall be
made in immediately available funds payable to NPT, or by wire transfer to a
bank named and account designated by NPT. Neither payment of such final
invoice(s) by HQP, nor acceptance of payment by NPT, shall constitute a waiver
of any rights or claims NPT or HQP may have under this letter agreement or the
TSA.
4.

Term. Unless otherwise agreed to by the Parties in writing, this letter agreement shall
expire upon the earlier to occur of the commencement of the Construction Phase and the
indefeasible payment in full by HQP to NPT of all amounts owed to NPT by HQP under
this letter agreement.

5.

Termination. Except as set forth in Sections 4 and 6, this letter agreement may only be
terminated by mutual agreement of the Parties in writing.

6.

Effect of TSA. Notwithstanding any other provision herein to the contrary, the Parties
acknowledge and agree that, following the expiration or other termination of this letter
agreement pursuant to its terms, the Parties rights and responsibilities concerning Project
Development Costs (regardless of when incurred) shall be governed by the TSA and any
FERC order accepting or approving the TSA, and HQP and its affiliates shall be without
liability or obligation whatsoever under this letter agreement (including any payment or
reimbursement obligation). Upon the commencement of the Construction Phase, the
TSA shall supersede this letter agreement in its entirety and, except as set forth in Section
7, this letter agreement shall cease to have any further force and effect.

7.

Survival. This letter agreement shall continue in effect after termination or expiration
only to the extent necessary to provide for final billings, if any, and payments, if any, for
Project Development Costs incurred in accordance with this letter agreement, and to
permit the determination and enforcement of obligations arising while this letter
agreement was in effect.

8.

Assignment. No full or partial assignment by a Party of its interests under this letter
agreement shall be valid without the express written consent of the other Party, which
consent shall not be unreasonably withheld, delayed or conditioned.

9.

Notices. Unless otherwise provided in this letter agreement, any notice, demand or
request required or permitted to be given by either Party to the other and any instrument
required or permitted to be tendered or delivered by either Party to the other shall be
effective when delivered in writing and may be so given, tendered or delivered, by
facsimile or email to the facsimile numbers or email addresses set out in Appendix B, or
by recognized national courier, or by depositing the same with the United States Postal
Service with postage prepaid, for delivery by certified or registered mail, addressed to the
Party, or personally delivered to the Party, at the address set out in Appendix B.
Either Party may change the notice information in this letter agreement by giving seven
(7) calendar days written notice prior to the effective date of the change.
3
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10.

Governing Law; Disputes. This letter agreement and the rights and duties of the Parties
shall be governed by and construed, enforced and performed in accordance with the laws
of the State of New York, without regard to its principles of conflicts of law. THE
PARTIES HEREBY CONSENT TO THE EXCLUSIVE JURISDICTION OF THE
COURTS OF THE STATE OF NEW YORK FOR ENFORCEMENT OF THIS LETTER
AGREEMENT AND ANY OTHER LEGAL PROCEEDINGS ARISING OUT OF OR
RELATING TO THE LETTER AGREEMENT AND THE TRANSACTIONS
CONTEMPLATED UNDER THE LETTER AGREEMENT. EACH PARTY HEREBY
IRREVOCABLY WAIVES AND RELEASES, TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, (a) ANY OBJECTION TO THE VENUE OF
ANY SUCH PROCEEDING BROUGHT IN SUCH A COURT AND (b) ANY CLAIM
THAT ANY SUCH PROCEEDING BROUGHT IN SUCH COURT HAS BEEN
BROUGHT IN AN INCONVENIENT FORUM.

11.

Amendments; Entire Agreement. No provision in this letter agreement may be
amended or waived except by a written instrument signed by the Parties. This letter
agreement, and the TSA, constitute the entire understanding and agreement between the
Parties with respect to the subject matter herein and supersede all prior representations
and agreements, express or implied, oral or written with respect to the subject matter
herein. References herein to this letter agreement shall include a reference to all
attachments, including the Appendices.

12.

Confidentiality. HQP shall not share with or otherwise disclose to Hydro-Québec
TransÉnergie or any other Hydro-Québec division, subsidiary or affiliate with
responsibility for construction of electric transmission and/or distribution facilities, the
vendor specific rates or information contained in any invoices or other documentation
provided to HQP or HQRE by NPT or NPT’s members or affiliates pursuant to this letter
agreement. Such information provided by NPT, if any, shall be held by HQP and HQRE
as confidential and subject to the terms and conditions of that certain Confidentiality
Agreement, dated as of February 29, 2008, by and between Northeast Utilities Service
Company and H.Q. Energy Services (U.S.) Inc., the terms of which, to the extent not
otherwise inconsistent with this letter agreement, are hereby incorporated herein and
made a part hereof.

13.

Counterparts. This letter agreement may be executed in two or more counterparts, each
of which shall be deemed to be an original, but all of which together shall constitute but
one and the same instrument. The Parties acknowledge and agree that any document or
signature delivered by facsimile or electronic transmission shall be deemed to be an
original executed document for all purposes hereof.

If HQP agrees to the foregoing terms of this letter agreement, please indicate HQP’s agreement
by having the appropriate respective duly authorized officer of HQP and HQRE countersign both
originals of this letter agreement and returning one executed original to me.

4
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Thank you for your care and attention to this matter,
Sincerely,

NORTHERN PASS TRANSMISSION LLC

AGREED AND ACCEPTED BY
HYDRO-QUEBEC PRODUCTION

Christian G. Brosseau
Its Vice-President - Wholesale Markets, duly authorized

******
The undersigned H.Q. Hydro Renewable Energy, Inc. acknowledges having read this letter
agreement and agrees to be bound by the terms thereof, including Section 12.

H.Q. HYDRO RENEWABLE ENERGY, INC.

Christian G. Brosseau
President, duly authorized

5
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Thank you for your care and attention to this matter.
Sincerely,
NORTHERN PASS TRANSMISSION LLC

James A. Muntz
President
AGREED AND ACCEPTED BY
HYDRO-QuEBEC PRODUCTION

~£

~:Brosseau

=:___

Its Vice-Presidem - Wholesale Markets. duly authorized

******
The undersigned H.Q. Hydro Renewable Energy. l.nc. acknowledges having read this letter
agreement and agrees LO be bound by the terms thereof, inc luding Section 12.

5
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Appendix A
I.

Scope of Project Development Cost Activities

NPT has and will, subject to the terms of the letter agreement, incur the Project Development
Costs as defined in Section 2 of the letter agreement for the costs set forth in Sections II and III
of this Appendix A.
II.

Project Development Costs Incurred Through August 2010

For the period January 1, 2009 through August 31, 2010, NPT has incurred Project Development
Costs for work/services in support of the Northern Pass Transmission Line Project in the
aggregate amount of seven million six hundred three thousand six hundred dollars
(US$7,603,600.00).
III.

Monthly Allocations of Project Development Costs September – March 2011

For the period of September 1, 2010 through March 31, 2011, NPT anticipates that NPT will
incur Project Development Costs for work/services in support of the Northern Pass Transmission
Line Project in the aggregate amount of approximately eight million three hundred sixty
thousand one hundred dollars (US$8,360,100.00) and in the monthly allocations set forth
below. The foregoing is an estimate only. Actual costs incurred may be higher or lower
depending on factors such as the Northern Pass Transmission Line Project schedule, changes in
scope, changes in law, or unanticipated regulatory issues.
Category of
Activity1

Jan.
Sept.
2009 – 2010
Aug.
2010

Oct.
2010

Nov.
2010*

Dec.
Jan.
2010** 2011

Legal

1252.1 325.0

335.0

150.0

200.0

180.0 180.0 180.0

1550.0 2802.1

Environmental

979.7

380.0

380.1

90.0

72.0

50.0

1072.1 2051.8

Routing
Analysis &
Preliminary
Engineering

1205.5 277.5

435.5

528.5

460.5

378.5 353.5 391.5

2825.5 4031.0

Real Estate
Services

389.8

75.0

75.0

50.0

80.0

530.0

1

90.0

All amounts are in thousands (1,000s) of dollars.
6
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Feb.
2011

50.0

80.0

Mar.
2011

50.0

80.0

Total
Sept
2010 –
Mar.
2011

Total
Jan.
2009 –
Mar.
2011

919.8
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Corporate
Communications
& Community
Outreach
Miscellaneous

308.3 40.3

20.0

25.0

25.0

223 43.9

51.2

56.9

10.0

10.0

10.0

140.3

448.6

62.2

67.1

71.9

76.8

430.0

653.0

223.0 222.7 223.1

1547.2 3281.3

0

265.0

NPT Labor

1734.1 214.2

215.5

224.6

224.1

TSA Negotiation
Costs

1511.1 215.0

50.0

0

0

Cumulative
Cash Flow Total

7603.6 1585.9 1562.3 1150.0 1093.8

0

0

1776.1

988.6 968.1 1011.4 8360.1 15,963.7

* Based on the monthly allocations, Project Development Costs will total $11,901,800.00 by
November 30, 2010.
** Based on the monthly allocations, Project Development Costs will total $12,995,600.00
by December 31, 2010. NPT therefore anticipates that NPT will have incurred
$12,000,000.00 in Project Development Costs, and reached the NTX Amount, by
approximately early December 2010. At an appropriate time before the NTX Amount is
reached, the Parties will consult on whether to increase the NTX Amount or curtail project
development activities.
Time Value of Money Charge
NPT will accrue, on a cumulative basis, a charge, equal to the time value of money, on all
Project Development Costs. Such charge shall accrue against all Project Development Costs at
an annual rate of 6.4% as of the Execution Date, and shall be adjusted monthly thereafter.

7
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Appendix B
I.

Addresses for Delivery of Notices and Billings

Notices:
NPT:

James A. Muntz, President
Northeast Utilities Service Company
107 Selden Street
Berlin, CT 06037
(860) 665-3315
with a copy to:
Duncan MacKay, Deputy General Counsel
Northeast Utilities Service Company
107 Selden Street
Berlin, CT 06037
(860) 665-3495

HQP:

Christian G. Brosseau, Vice President, Wholesale Markets
Hydro-Québec Production
75 West, René-Lévesque Blvd, 18th Floor
Montréal (Québec) Canada H2Z 1A4

Billings and Payments:
NPT:

Anne Bartosewicz, Project Director
Northeast Utilities
107 Selden Street
Berlin, CT 06037

HQP:

Maxime Lanctôt, Director, Business Development & Expertise
Hydro-Québec Production
75 West, René-Lévesque Blvd, 17th Floor
Montréal (Québec) Canada H2Z 1A4

II.

Alternative Forms of Delivery of Notices

NPT:

Fax: (860) 665-6717 (attention James A. Muntz)
Email: muntzja@nu.com

HQP:

Fax: (514) 289-5484 (attention Christian G. Brosseau)
Email: brosseau.christian@hydro.qc.ca

8
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ATTACHMENT H
Example of Calculation of Levelized Monthly Decommissioning Payment
This example is intended to illustrate the methodology for the calculation of the Levelized
Monthly Decommissioning Payment. This example and the numbers used in this example are
purely illustrative and are in no way intended to supersede Section 9.3 of the Agreement or the
Formula Rate.
Formula
Levelized Monthly Decommissioning Payment equals:
Estimated Net Decommissioning Cost, multiplied by Decommissioning Payment
Formula
"Decommissioning Payment Formula" means the following formula:
c
[(1 + c)60 – 1]

Where:

c is the reasonably expected monthly rate of return on amounts deposited
into the Decommissioning Fund (expressed as a percentage).
Assumptions
Estimated Net Decommissioning Cost, expressed in dollars for the year(s) during which
they are expected to be incurred and then discounted to their present value at the
beginning of the first calendar day after the end of the Decommissioning Payment Period,
is $1,000,000.
Reasonably expected monthly rate of return on amounts deposited into the
Decommissioning Fund (c) is 0.40 percent.
Solving this equation, step by step
Levelized Monthly Decommission Payment equals:
1.

$1,000,000 * ( 0.0040 / ((( 1 + 0.0040 )^60 ) – 1 ))

2.

$1,000,000 * ( 0.0040 / ((( 1.0040 )^60 ) – 1 ))

3.

$1,000,000 * ( 0.0040 / (( 1.27064072 ) – 1 ))

4.

$1,000,000 * ( 0.0040 / ( 0.27064072 ))

5

$1,000,000 * (0.01477974 )

1268726.06-WASSR01A - MSW
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6.

$14,779.74

Pursuant to Section 9.3.3(a) of the Agreement, $14,779.74 would be included in the Formula
Rate for each month during the Decommissioning Payment Period.
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ATTACHMENT I
Example of Calculation of Refund of Amounts Subject to Late Payment Interest
This example is intended to illustrate the methodology for the calculation of a subsequent refund
of a late payment. This example and the numbers used in this example are purely illustrative and
are in no way intended to supersede Section 14.5(c) of the Agreement or the first sentence of
Section 14.5 of the Agreement
Assumptions
Interest Rate = 12 percent per annum (compounded monthly)
June 2011 Billing
Invoice Amount

$1,000

Date of Invoice

June 1, 2011

Due Date

June 15, 2011

Payment Date

July 1, 2011

The total amount due on the date of payment is $1,005, which amount is computed by adding
$1,000 (the original amount invoiced) and $5 (the ½ month late interest fee).
Subsequent Refund
If later, on July 1, 2012, the aforesaid payment is required to be refunded, the refund will equal
the $1,000 payment made on July 1, 2011 (the original amount invoiced), plus the interest
accrued on that $1,000 payment from the due date of June 15, 2011 to the date of refund on July
1, 2012. To ensure that the refund does not double recover interest, the following language has
been included in Section 14.5(c) of the Agreement: "If all or a portion of the amount [here, the
$1,000 payment due on June 15, 2011] to which such interest relates [here, the $5 late interest
fee] is later refunded pursuant to this Agreement [here, on July 1, 2012], then, in calculating that
refund, such interest [here, $5] shall not be included in the refund.
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Light and Power Company, NSTAR Electric Company. Public Service Company of New Krunpshire ru1d Western Massachusetts Electric Company,
respectively.
Northeast Utilities. The Connecticut Light ru1d Power Company, NSTAR Electric Company, Public Service Company of New Hampshire, and
Western Massachusetts Electric Company each separ11tely file this combined form 10-K. Jnfonnation contained herein relatiJ1g to any individual
registrm1t is filed by such registrant on its own behalf Em:h registrant makes no representation as to infom1atfon relating to the other registrants.
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GLOSSARY OF TERMS
The following is a glossary of abbreviations or acronyms that 11re found in this report:

CURRENT OR FORMER Nll COMPANIES, SEGMENTS OR INVESTMENTS:
CL&P
CYAPC
MYAPC

t'JPT
NSTAR
NSTAR ElecLYJc
NSTAR Electric & Gas
NSTAR Gas
NU or the Company
NlJ parent and other companies

NUS CO
EETV
PSN!-1
Regulated companies
WMECO

YAEC
Yankee Companies
Yankee Gas
REGULATORS:
DEEP
DOE
DOER
DPU

EPA
fERC
ISO-NE
MADEP
NH PUC
PURA
SEC
SJC
OTHER:
AFUDC
AOCI
ARO
C&LM
CID
Clean Air Project
C02

CPSL
CTA
CWlP
EPS
ERJSA

ES
ESOP
ESPP
FERC ALI
Fitch
FMCC

FTR
GAAP
GSC

TI1e Connecticut Light and Power Com pany
Connecticut Yankee Atomic Power Company
Maine Yankee Atomic Power Compm1y
Northern Pas$ Tnmsmission LLC
Parent Company of NSTAR Electric, NSTAR Gas and other subsidiaries (prior to the merger witl1 NU)
NSTAR Electric Company
NSTAR Electric & Oas Corporation, a fom1cr Northeast Utilities service company (effective January l. 2014
merged in to NUSCO)
NSTAR Gas Company
Northeast Uti lities and subsidiaries. effective February 2. 20 15, doing business as Eversource Energy
NU parent and other companies is comprised of NU parcnl. NUSCO and other subsidiaries, which primarily
include NU En terprises. lnc. (the parent company of our unregulated businesses), HWP Company (formerly
the Holyoke Wnter Power Cornpnny), The Rocky River ReRlty Company (a real estate subsidiary), and the
consolidated operations of CY APC and Y AEC
Nortl1east Utilities Service Company (effective January 1, 2014 includes the operations of NSTAR Electric &
Gas)
Eversource Energy Transmission Ventures, Inc.. the parent company ofNPT and Rent:wable Ptopenies, Inc,
(fonnerly Northeast Utilities Transmission Ventures, lnc.)
Public Service Company of New Hampshire
NU's Regulated companies, comprised of the electric distribution and transmission businesse~ ofCL&P,
NSTAR Electric, PSNH, and WMECO. the natural gas distribution businesses of Yankee Gas and NSTAR
Gas, the generation activities ofPSNH and WM ECO, and NPT
Western Massaclmsells Electric Company
Yankee Atomic Electric Company
CYAPC, YAEC and MY APC
Yankee Gas Services Company
Co1111ecticu1 Department of Energy and Environmental Protectiou
U.S. Department of Energy
Massach usens Department of Energy Resources
Massachusens Department of Public Ut11ities
U.S. Environmental Protection Agency
Federal Energy Regulatory Commission
JSO New England, Inc"' the New England lndependenl System Operator
Massachusetts Department of Environmental Protection
New Hampshire Public Ut ilities Commission
Connecticut Public Utili ties Regulatory Authority
U.S. Securities and Exchange Commission
Supreme .Judiein I Court of MassacbuseHs
Allowance For Funds Used During Construction
Accumulated Other Comprehensive lncome/(Loss)
Asset Retiremem Obligation
Conservation and Load Management
Contract for Differences
l11e construction of a wet nue gas desulphurization system, known as "scrubber technology," to reduce
mercury emissio11s of the Merrimack coal-fired generation station in Bow, N~w Hampshire
Carbon dioxide
Capital Projects Scheduling List
Competitive Traositioo Asscssmcm
Construction Work in Progress
Eamings Per Share
Employee Retirement lncome Security Act of 1974
Default Energy Se.rvice
Employee Stock Ownership Plan
Employee Share Purchase Plan
FERC Administrative Law fodge
Fit·ch Ratings
Federally Mandated Congestion Charge
Financial Transmission Rights
Accounting principles generally accepted in lhe United Stales of America
Generation Service Charge
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GSRP
GWh

HQ
HVDC
Hydro Renewable Energy
IPP
ISO-NE Tariff

kV
kW
kWh
LBR
LNG
LRS
MGP
MMBtu
Moody's
MW
MWh
NEEWS
Northern Pass
NO,
NU2013 Form 10-K

PAM
PBOP
PBOP P iao
PCRBs
Pension Plan
PPA
RECs
Regulatory ROE
ROE
RRB
RS Us
S&P
SBC
SCRC
SERP
SLP

S02
SS
TCAM
TSA

UI

Greater Springfield Reliability Project
Gigawatt-Hours
Hydro-Quebec. a corporation wholly O"A~1ed by lhe Quebec government, including itS divisions lhat produce.
transmit and distribute electricity iu Quebec, Canada
High vol tage direct current
I fydro Renewable Ene rgy. Inc.. a wholly owned subsidiary of Hydro-Quebec
Independent Power Producers
ISO-NE FERC Transmission, Markets and Services Tariff
Ki lovolt
Ki lowatt (equal to one thousand watts)
Kilowatt-Hours (the basic unit of electricity energy equal to one kilowatt or power supplied for one hour)
Lost Base Revenue
Liquefied natural gas
Supplier of last resort service
Manufactured Gas Plam
One million British thermal tmitS
Moody's lnvestors Services, lnc.
Megawatt
Megawatt-Hours
New England East-West Solution
T he high voltage direct current transmission line project from Canada into New Hampshire
Nitrogen oxides
T he Northeast Utilities and Subsidiaries 20 13 combined Annual Report on Fonn 10-K as filed with the SEC
Pension and PBOP Rate Adjustment Mechanism
Posrretiremelll° Benefits Other Than Pension
Postretirement Benefits Other Than Pension Plan that provides certain retiree health care benefits, primarily
medical and dental, and life insurance benefits
Pollution Control Revenue Bonds
Single uniform noncontribu tory defined benefit retirement plan
Pension Protection Act
Renewable Energy Cen ifi cates
The average cost of capital metJ1od for calculating the return on equity related co the distribution and
generation business segment excluding the wholesale transmission seginent
Return on E quity
Rate Reduction Bond or Rate Reduution Certificate
Restricte<l share units
Standard & Poor's Financial Services LLC
Systems Benefits Charge
Stranded Cost Recovery Charge
Supplemental Executive Retirement Plans and non-qualified defined benefit retirement plans
Simpli fied Incentive Plan
Sulfur dio;\ide
Standard service
Transmiss ion C'ost Adjustment Mechanism
T ransmiss ion Service Agreement
The United lllumlnating Company

ii
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"ORTHEAST UTILITIES AND SUBSIDIARI ES
T H£ CO NNECTlCtlT LIGHT AND POWER CO MPA NY
NSTA R ELECTRIC COMPA NY AND SUBSIDI AR Y
PrBLIC SER VICE COMP ANY OF NEW HAM PSHIR E AND SU BSIDIA R\
WESTERN MASSACHUSETTS ELECT RI C COM PANY

SAFE H ARBOR STATEMENT UNDEI{ TH E PIU VAT E SEC.rRITIES
LITIGATION REFORM ACT O F 1995
References in this Armual Report on Fonn 10-K to "NU," "the Company," "we," "our," and "us" re fer to Northeast Utilides and its subsidiaries.
Effective February 2. 2015. the Company began doing business as Eversource Energy.
from time 10 time \\·e make statements concerning ou r expectations, beliefs, plans. objectives, goals, strategies, assumption s of li11Ure even ts. future
financial performance or growth ~nd other statements 1hat are not historical facts. These statements are "forward-looking slatements" within the
meaning of the Private Securities Litiga1io11 Reform Act of 1995, You can generally identify our fonvard-looking statements through the use of
words or phrases such as "estimate." "expect." ''an ticipate," "intend," "pl<lfl," "project," "believe," "forecas1," "should." "could," and olher similar
expressions. Forward-looking statements are based on the curre111 expectations. estima1es, assumptlons or projections of management and are not
guarantees oftitn1re performance. These expectations, estimates, assumptions or project.ions may vary materially from actuaJ rest!lts. Accordingly,
any s uch s1ate111e11ts are qualilied in their e ntirety by reference lo. and are accompanied by. the following important factors 1hat could cause ou r
ac111al results to differ materially rrom those contained in our forward-looking statements. including. but not limited to:
•
•
•
•
•
•
•
•
•
•
•
•

cyber breaches, acls of war or terrorism. or grid disturbances,
actions or inaction of local, slate and federal regulatory, public policy and taxing bodies,
changes in business and economic condilions. including their impact on interest rates. bad debt expense, and demand for our products and
services, which cou ld include disrup1ive technology re lated to our current or future business model,
fl ucluations iii weather patterns,
changes in laws, regu lations or regulatory policy,
changes in levels or timing of capital expenclitures.
disruptions in the capital markets or other events tliat make our access to necessary capital mo re difficult otcostly,
developments in legal or puhlic policy doctrines,
technological developments,
changes in accounting standard~ and lin'<!ncial reporting regu lat ions,
actions ofradng agencies. and
other presently unknovm or unforeseen factors.

Other risk factors are detailed in our reports tiled wi th tl1e SEC and updated as necessary, and we encourage you to consul! such disclosures.
All such factors are difficult to predict. contain uncertainties that may materially affect our actual resu lts and are beyond our control. You should not
place undue reliance on the forward-looldng swtements, each s peaks on ly as of the date on which such statement is made, and we undertake no
obligation to update any forward-looking statement ot statements to retlecl events or circumstances after the date on which such statement is made or
to reflect the occurrence of u11a11ticipaled events. New factors emerge from time ro time and it is not possible for us to predict all of such factors, nor
can we assess the impact of each such factor on the business or the extent to which any factor. or combination of factors, may cause acrual results to
differ materially from those contained in any forwnrd-looking statements. for more iufonnat io1L see Item 1A. Risk Factors. included in this
combined Aru1ual Report on Fonn 10-K. This Annual Report on Form 10-K also describes material contingencies and critical accoun1ing. polic ies in
lhe accompanying Management's Discussion and Ana(vsis ofFf11ancial Co11dilio11 and Results ofOperatfons and Combined Sates co Consolidated
Financial Statements. We encourage you to review these items.
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NORTHEAST UTJLITIES AND SUBSJDIARJES
THE CONNECTICUT LIGHT AND POWER COMPANV
NSTARELECTRJC COMPANY AND SUBSIDlARY
PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE AND SUBSIDIARY
WESTERN MASSACllUSETTS ELECTRJC COMPANY
l'ARTI

Item 1.

Business

Please refer to the Glossary ofTenns for definitions of delioed te.n ns and abbreviations used in this combined Annual Report on Fonn I 0-K.

On February 2, 2015, NU and each of its wholly owned utility subsidiaries listed below commenced doing business as Eversource
Energy. NU, headquartered in Boston, Massachusetts and Hartford, Connecticut, is a public utility holding company subject to
regulation by FERC under the Public Utility Holding Company Act of2005. We are engaged primarily in the energy delivery
business through the following wholly owned utility subsidiaries:
•

The Connecticut Light and Power Comj>any (CL&P). a regulated electric utility that serves residential , commercial and industrial customers
in pans of Connecticut;

•

NSTAR Electric Company (NSTAR Electric), a regulated electric utility thar serves residential. commercial and industrial customers in
parts of Massachusetts;

•

Public Service Company of" New Hampshire (PSNl-0 , a regulated electric utility that serves residential, commercial mid industrial
customers in pans of New Hampshire and owns generation assets used to serve customers;

•

Western Massachusetts Electric Company (WMECO), a regulated electric utility that serves residential, commercial and industrial
customers in pans of western Massachusetts and owns solar generating assets:

•

NSTAR Gas Co.mpany (NSTAR Gas), a regu lated natural gas uti)jty that serves residential, commercial and industrial customers in parts of
Massachusetts; and

•

Yankee Gas Services Company (Yankee Gas), a regulated natural gas utility that serves residenlial, commercial and industrial customers in
parts of Connecticut.

CL&P, NSTAR Electric, PSNH and WMECO also serve New England customers through NU's electric transmission business.
NU. CL&P, NSTAR Electric. PSNH and WMECO each report their financial results separately, We also include information in this report on a
segment basis for NV. NU recognizes three reportable segments, whicb are electric distribution, electric transmjssion and natural gas distribution.
NU's e lectric distribution segment includes the generation businesses of PSNH and WMECO. These three segro.:nts represented substantially all of
NUs total consolidated revenues for the years ended December 31, 2014 and 2013. CL&P, NSTAR Electric, PSNH and WMl3CO do oot repo1t
separate business segments.
ELECTR IC DISTRJBUTION SEGMENT
GeneraJ
NU's electric distribution segment consists of the distribution businesses of CL&P. NSTAR Electric, PSNH and WMECO, which are engaged in the
distribution ofelectricity to retail customers in Connecticut, eastern Massac11usctts , New Han1pshire and western Massachusetts, respectively, plus
the regulated electric generation businesses of PSNH and WMECO.
The following table shows che sources of2014 electric !Tanchise retail revenues for NU's electric distribution companies, collectively, based on
categories of customers:
2014

(711/Jl/.<tllldi t>.({)(11/or;;, l!):<'Cfll {llirt"f!lllOfSC.V/

Residential
Commerctal
Industrial
Othet and Eliminations
Total Retail Electric Revenues

$

3,288,313
2.471 ,440

348,698

%

ofTotat
53
40
6

125.830
$

6 234,281

100%

l
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A summa1y of our distribution companies' retail electric GWh sales volumes nnd percentage changes for 20!4, as compared to 2013. is as follows:
Pcrccnrnge
2014

Residennal

21.317

Commercial

27,449
5 ,676
54.442

tndus1rfal

Total

Ch•nge

20 13

21.896
27,787

('.2,6)%

5 ,648
55.331

0.5 %
t!.6)%

(1.2)%

Our 20 14 consolidated retail electric sales vol111nes were lower, as compared to 2013. due primarily to cooJer summer weather in 20 14 as well as an
increase In customer conservation efforts primarily by our residential customers, including the impact of energy efficiency programs sponsored by
CL&P. NSTAR Electric and WMECO,
For WMEC'O and CL&P (effoctive December 1. 2014), fluctuations in retail electric sales volumes do no! impact earnings due lO the regulatory
commission approved revenue decoupling mechanisms, Distribution revenues are decoupled !Tom their customer sales volumes. CL&P and
WMECO reconcile their annual base distribution rate recovery to pre-established levels ofbaseline distribution delivery servfc<.' revenues. Any
diflerence between the allowed level of dis\ribution re venue and Lhe a1:llial amount incum:d during a 12-month pedod is adjusted through rates in the
following period. The decoupling mechanism effecrively breaks the relationship berweeo sales volumes and revenues recognized. Prior to
December L 2014, CL&P recog,nized LBR related to reductions in sales volUJTie as a result of successful energ} elliciency programs. LBR was
recovered from retail customers through the FMCC. Effective December I, 2014, CL&P no longer recognizes LBR due to ics revenue decoupling
mechanism.
EL ECTRfC DISTRIBUTIO . -CONNECTICUT
THE CONNECTICUT LIGHT AND POWER COMPANY

CL&P's distribution business consists primarily of the purchase, delivery and sale ofulectriciiy to i1s residential, 0ommercial and industrial
customers. As of December 31, 2014, CL&P furnished retail franchise electric service 10 approximately 1.2 mil lion customers in 149 cities and
towns in Connecticut, covering an area of 4,400 square miles. CL&P does not own any electric generation facilities.
The following table shows the sources of CL&P's 20 14 electric franchise retail revenues based on categories of customers:
CL&P
f i11m1stmtA ofJJallorx. "-'<C<J>t f"'l-Cemage.')

Residential
Commercial
Industrial
Other
Total Retail Electric Revenu~

2014

$

$

% of Toi-al

1,474,181
879,343

58
35

149,220
43 ,050
2,545,794

6
I
100%

A summary of CL&P's reta il electric GWh sales volumes and percentage chaiiges for 2014. as compan::<l to 2013, is as follows~
2014

Residential
Commercial
lndustrial
To1aJ

Percentage
Chnnoe

2013

10,026

10,314

9.643
2.377
21,046

9.770

(2.8)%
( I 3)%

2.320
:12,404

(L6)~o

1.5 ~'u

Rates

CL&P is subject to regulation by PURA, which. among other things, has jurisdiction over rates, certain dispositions of property and plant. mergers
and consol idations, issuances oflong-1enn securities, standards ofservice and construction and operation of facilities. CL&P's present general rate
structure consists of various rate and service classifications covering residential, commercial and industrial services. CL&P's retail rates include a
delivery service component, which includes distribution, transmission. conservation. renewables. CTA. SBC and other charges 1.ha.t are assessed on
all customers. Connecticut utilities are en titled under state Jaw to charge rates that arc sufficient to allow them an opportunity to recover l11eir
reasonable operating and capital costs, in order to attract needed capital and maintain their financial integrity, while also protecting relevl\llt public
interests.
Under Connecticut law. all ofCL&P's customers are entitled to choose their energy suppliers, while CL&P remains their electric distribution
company. Pot those customers who do not choose a competitive energy supplier. under SS rates for cmilomers wfth less than 500 kilowat1s or
demand. and LRS rates for customers with 500 kilowatts or more of demand, CL&P purchases power under standard offer contracts and passes the
cost of 1.he power to customers through a combined GSC and FMCC charge on customers' bills.
CL&P continues to supply approximately 45 percent ofits customer load at SS or LRS rates while the other 55 percent oflt-s customer load has
migmted to competitive energy suppliers. Because tl1is customer migration is only for energy supply service, it has no impact on CL&P's electric
distribution business or its operating income,

3
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fhe rates established by the PURA for CL&P are comprised of the following:
•

An e.lectric generation services charge (GSC), which recovers energ)-relmed costs incum:d as a result of providing electric generation
service suppl )' to all customers that have not migrated to competitive energ) suppliers T he GSC is adjusted periodically and reconciled
~em 1-annually m accordance with the directiws of PURA.

•

A revenue decoupling adjustment (effecti"e December I. 2014) that reconciles the nmou111s reco' ered from customers. on an annual basis,
lo the distribution revenue requirement approved by the PURA in its Inst rate case. wluch current!) is an annual amount of SI .04 1 billion.

•

A distribu11on charge. which includes a fb:ed customer charge and a demand and/or cncr© charge to collect the costs ofbwlding and
e~pand1ng the mlh1SLrucn1re 10 deliver pO\\er to its destination. as \\Cll as ongoing operating costs to maintain the infrastructure.
A foderally-mandated congestion charge (FMCC), which recoven; any costs imposed by the F£RC as pan of the Ne" England Standard
Markel Design. including locational marginal pricing, locationol installed capacity payments. and any costs approved b) PURA to reduc<::
these charges. TI1e FMCC also recovers costs associated with CL&P's syste m resiliency program The FMCC is adjusted periodically and
reconciled sen11-annunlly 111 accordance with the directives of PURA.

•

A transmission charge that recovers the cost of transporting e lectricity over high voltage lines from generating plants to substations.
including costs all ocated by ISO-NE to maintain the wholeslile electric market.

•

A competi tive transition assessment charge (CTA /. assessed to recover slranded costs associated with electric industry resr.ruuturing such as
V'Jrious tPP con lrncls. The CTA is reconciled annually to actual costs incurred and reviewed by PURA, with any difference refu nded to, or
rccov..:rcd from . customers.

•

A systems benefits charge (SBC), established to fund expenses associated with: various hards hip and low income programs: a program to
compensate municipalities for losses in property tax revenue due to decreases in the value of electric generating facilities resulting directly
from electric industry restmcruring; and unfunded storage and disposal costs for spent nuclear fuel generated before 1983. The SBC is
reconciled annually 10 actual costs incurred and reviewed by PURA. with any uifference refunded to, or recovered from. customers.

•

A Clean ~ncrg) Fund charge, which is used to promote investment m rcne1-1ablc energy sources. Amounts collected by this charge arc
deposited into the Clean Enerin Fund and administered by the Clean Enerro Finance and Investment Authorit) . The Clean Energ) Fund
charge is set by statute and is currently 0.1 cent per kWh.

•

A conservation charge. comprised of a statutory rate established to implement cost-effective energy conservation programs anu market
transfomlation imtiathcs. plus a conservation adjustment mechani~m charge 10 rcco,er the residual energy efficiency spending associated
with the expanded energy efficiency costS directed by the Comprehensive Energy Strategy Plan for Connecticut.

As requir<.!d by regulation, CL&P, jointly with UI, entered into tbe following contracts wh..:reby UI will share 20 percent and CL&P will share 80
percent of the costs and bcn~fits (CL&P's portion ofthese costs are either recovered from, or refunded 10. customers through the FMCC charge):
•

Four C lDs (totaling approximately 787 MW of capacity) witl1 three e lectric generation units and one demand response project, which
ei-.1end through 2026 and have tenns of up to JS years begi11Ding in 2009 The ca1>aci ty CO)s obligate borb CL&P and Ul to make or
receive payments on a monthly basis to or from the proj ect und generat ion owners based 011 1he difference between a set capacity price and
the capacity market prices that the project and generation owners receive in the ISO-NE capacity markets.

•

r11 r..:c CIDs (totaling approximate ly 500 MW ofpeaking capacity J with thrco peukin g generation units. TI1e three peaker CtDs pay the
genernt ion owners the difference beLWetm capacity. forward n:serve and ene rgy market revenues anu u cost-of service payment stream for
30 years (including costs or plane operation and the p rices that the gener:llion owners receive for capacity and other products in the ISO-NE
markets.

•

Long-t.:rrn commitments to purchase approximately 250 MW of wind power from a Maine wind farm and 20 MW of solar power from a
multi-s ite project in Connecticut. Botl1 of these projects are expected 10 be operational by the end of2016.

On December 17. 2014. PURA approved CL&P's appl ication to amend customer rates. effective December I. 2014. for a total distribution rate
increase of S 134 million, which includes an authorized ROE of9.02 percent for the first twehe month period and 9.17 percent thereafter. The
distribution rate increase included a revenue decoupling reconciliation mechanism effective December I. 2014. and the recover) of201 I and 2012
storm restoration costs and system resiliency costs. In addition, as pan of the rate case, CL&P began recovering the 2013 storm costs and residual
2012 Storm Sand) costs O\rer a seven-year period beginning December I, 2014. As of December 3 1. 2014. all ofCL&P's deferred stom1 e,o sts have
beea addressed by regulatory proceedings.
Sources a nd A" aill1bility of Electric Power S upply
As noted above, CL&P does not own any generation assets and purchases energy supply to SCI"\ e 1ts SS and LRS loads from a vuriety of competitive
sources through requests for proposals. CL&P periodically enters into foll requirements contracts for the majority of SS loads for periods of up to
one year for its residential customers and small and medium commercial and industrial customers. CL&P is authorized to supply the remainder of
the SS loads through R self-managed process that includes bi lateral purchases and spot market purchases. CL&P typically enters into full
requirements contracts for LRS for larger commercial and industria l customers 1:Vel) three months. Currently, CL&P has full requirements contracts
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ill place for 80 percent' of its SS loads for the first half of 2015 and has bilateral purchases in place to self-manage the remaining 20 percent. For the
second half of 2015, CL&P has 50 percent· of its SS load under full requirements contracts, intends to purchase an add itional 20 to 30 percem of foll
requirements and wi ll si:M-manage the remainder as needed. None of the SS load for 2016 has been procured. Cl.&P has full requirements con tracts.
in place for its LRS loads th rough the second quarter of2015 and intends to purchase 100 percent of ft.di requirements for che third and fourth
quarters of 2015.

ELECTRIC DISTRIBUTION - MASSACHllSETTS
NSTA R ELECTRIC COMPANY
WESTERN MASSACHUSETTS E LECTRIC COMPANY
The electric distribution businesses of NSTAR EJectric and WMECO consist primarily of1he purchase; delivery and sale of elct:tricity to residential.
commercial and industrial customers within their respective franch ise service te1Titories. As of December 31. 20 14, NSTAR Electric furnished retail
franchise electric service to approximately 1.2 million customers in Boston and 80 surrounding cities and towns in Massachuselts, including Cape
Cod and Martha's Vineyard, covering an area of approximately 1,700 sq uare miles. WMECO provides retail franchise electric service to
approximately 208,000 customers in 59 cities and tom1s in the western region of Massachusetts, covering an area of approximately 1,500 square
miles. Neither NSTAR Electric ncir WMECO 0\\~1s an y c0al-fired. oil-fired, or hydro-electric ge11era ting facilities, and ea~h purcl1ases its respective
enerin requirements trom competitive energy suppliers.
In 2009. WMECO was authorized by the DPU 10 install solar energy generation in its service territory. From 20 10 through 20 14. WM ECO
completed development of a total of 8 MW solar generation facilities on sites in Pittsfield, Springfield. and East Springfield. Massachusetts,
WMECO will sell all energy and other products from its solar generation facilities into the JSO-NE market. NSTAR Electric tloes not own any solar
generation facilities.
The following wble shows the sources of the 2014 electric franchise retail revenues of NSTAR Electric and WMtCO based on categories of
customers:

(1111)1/.''P'lfl> ~I Uo/101~. r.xecpt p~re~muges)

Residential
Commercial
Industrial

2014

NSTAR Eloeiric
% ofTot•I

1,101,704
1,161 ,466
89,643
29,765
2)82,578

$

Other
Total Reta(! Efecrric Revenues

WM ECO
2014

$

46
49
4
1
!00%

233.675
13 1,093
37.211
15.470
417,449

%

orT01at
56
31
9
100%

A summary of NSTAR Electric's and WMECO's retail electric GWh sales volnme,s and percentage changes for 2014. as compared to 2013, is as
foUows:
NSTAR £1cctri<

20 14

Residential

Commercial
l11dus1rial
Total

6.625
13,009
1,2.91
20,925

WIJ

6,83 1
13,163
l.312
21.306

WM ECO
Porcentngo
Ch3nge

Pcrcentagl'

?014

1013

C hange

(3.0)%

1,494

1.544

(3.1)%

(l.2)%

1.466

1.496

(2.0)%

tt.6)%

626
3,586

643
3, 683

(;!.5)%
(2.6)%

( 1.8)%

Rak~

NSTAR Elec.tric and WMECO are each subject to regulation by the OPU, which. among other things, has jurisdiction overrates. certain dispositions
of property and plant, mergers and consolidations. issuances ofloug-telllJ st:curities_acquisitio.n of securities. standards ofst:rvice and constrnction
and operation of facilities. The present general rate structure for bot11 NSTAR Electric and WMECO consists of various rate and service
classifications covering residential, commercial and industrial services. Massachu.sens utilities are entitled under scale law to charge rates that are
sufficient to allow them an opportunity to recover their reasonable operating and capital costs, in order to attract needed capital and maintain their
limmcial integrity, while also protecting relevant public interests.
Under Massachusetts Jaw, al l customers of' eaeh ofNST AR Electric and WMECO are entitled to choose their energy suppliers, whi le NSTAR
Electric or WMECO remains their electric distribution company. Both NSTAR Electric and WMECO purchase power from competitive suppliers on
behalf of, and pass the related cost through to, their respective customers who do not choose a competirive energy supplier (basic service). Most of
the residential and small commercial and industrfall customers of NSTAR Electric and WMECO have continued to buy their power from NSTAR
Electric or WMECO at basic service rates. Most large commercial and industrial customers have switched to a competitive energy supplier.
The Cape Light Compact, an inter-governmental organization consisting of the 2 1 towns and two counties on Cape Cod and Martha's Vineyard,
serves 200,000 customers through the delivery of energy efficiency programs, effective cOnsumt:r advocacy, competitive electricity supply and green
poweropdoos. NSTAR Electric continues lo provide electric service to Lht:Se customers includillg the delivery ofpo, ver, maintenance of
infrastructure, capital investment, meter reading, bil IIng, and customer service.
NSTAR Electric continues to supply approximately 44 percent of its customer load ac basic service rates while the other 56 percent ofits customer
load has migrated to competitive energy suppliers. WMECO continues to supply approximately 51 percent of its customer load at basic service rates
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while the other 49 per~nt of ils customer load has migrated to competitive energy suppliers. Because customer migration is limited to energy supply
service, it has no impact on the delivery business or operating income of NSTAR and WMECO.
The rates established by the DPU for NSTAR Electric and WMECO are comprised of the following:
•

A basic service charge tl1at represents the collection of energy costs. including. costs related io charge-offs of uncollected energy costs from
customers. Electric distribution companies in Massachusetts are required to obtain and resell power lo retai l customers 1hroug)1 basic
service for those who choose not lo buy energ) from a competitive energy supplie.r. Basic service rates are rest'! every six montbs (every
three months for large commercial and industrial customers). Addi tionally, the DPU has au(horizt>d NSTAR Electric to recover the cos! of
its Dynamic Pricing Smart Grid Pilot Program through the basic service charge. Basic service costs are reconciled a11nuaHy.

•

A distribution charge, which includes a fix.c d customer charge and a demand and/or energy charge to collect the costs ofbuildi11g and
expanding the infrastnicture to deliver power to its desLination, as well as ongoing operating costs.

•

For WM ECO, a revenue decoupling adjustment that reconciles distribution revenue, on an annual basis, to the amount of distribution
revenue approved by the DPU in its last rate case in 20 11. C11rrenl"l y, Wt-l!ECO is allowed to collect $132.4 million annually,

•

A transmission charge thar recovers the cost of transporting electricity over high voltage lines from generating plants to substations.
Including cost.!; allocated by lSO-NE to maintain 1he wholesale electric market

•

A transition charge thal represents costs to be collected pri1J1arily from previously held investments in generating plants. costs related to
existing above-marker power contracts, and contract costs related to long-term power contract buy-outs.

•

An energy efficiency chnrge that represents a legislatively-mandated charge to collecl costs forenerg.y eflicient)' progr.uns.

•

Reconciling adjustment charges tluit recover certt1in DPLH~pproved costs as follows: pension and PBOP benefits, low income customer
discounts, lost revenue and crodits associated with net-metering facilities installed h)' customers, sronns, consultants relained by the
anomey general, and energy efficiency programs and lost base revenue not recovered in the energy efficiency charge. 111 addition to these
adjllstmenrs common to both NSTAR Eleclric and WMECO, NSTAR Electric has reconclling adjuslTI1ent charges that collect costs
associated with cenain safely and reliability projects. a Smart Grid pilol prognt1TL and loog-tem1 renewable contracts. WMECO has a
reconciling adjusnnent charge that recovers costs associated with certain solar projects owned and operaled by WMECO.

As required by regulation, NSTAR Electric aod WM.ECO. along wit.b rwo otber Massachusetts electric utilities, signed long-term commitmcnl~ to
purchase a combined estimared generating, capacity of approximately 334 MW of wind power from two wind farms in Maine over 15 years, TI1e
projects are In various stages of permirting or development and are expected to begin operation in 2015 and 2016.

Pursuant to a 2008 DPU order, Massaelmsens electric utilities must adopt rate structures that decouple the volume of energy sales from the utility's
revenues in their next rare case. WM ECO is currently decoupled and NSTJ\R Electric will propose decoupling in its next rate case.
NSTAR Electric nud Wlv!ECO are each subject to service quality (SQ) metrics th11t measure safety, reliability and customer service, and could be
required to pay to customers a SQ charge of up to 2.5 percent of annual transmission and distribution revenues for failing co meet such metrics.
Neither NSTAR Electric nor WM ECO will be required to pay a SQ charge for its 2014 performance as each company achieved results at or above
target for all of its respective SQ metriL-s in 20 14.
Sources and Avnil11bility of Electric Power Supply
As noted above, neither NSTAR Electric nor WM ECO owns any generation assets (other than WMECO's solar generation). and both companies
purchase their respective energy requirements from a variety ofco1npetitive sources through requesrs for proposals issuecl periodically, consistent
with DPU re.gulations. NSTAR Electric and WMECO enter into su pply contracts for basic service for 50 percent of their respective residential and
sn1all commercial and industrial customers 1wice per year for twelve month terms. Both NSTAR Electric and WMECO enter u1to supply co11tracts
for basic service for I00 percent oflarge commercial and industrial customers every three rnonths.
EL ECTRI C DfSTRI BUTION - NEW HAM PSHIRE

P UBLIC SERVICE COMPANY OF ' EW HAMPSHI RE

PSNH's distribution business consists primitrily of the genemtion, delivery and sale of electricity to its residential, commercial and industrial
t·ustomers. As of December 31 , 20 14. PSNH furnished retail franchise electric servic~ to .approximately 504,000 retail customers in 211 cities and
towns in New Hampshire, covering an area of approximately 5,630 square miles. PSNH also owns and operates approximately 1,200 MW of
primarily coal- and oil-fired elecrricity generation plants. PSNH's distribution business includes the activities of its generation business.
The Clean Air Project, a wet llue gas desulphurization system (Scrnbber), was constrncred and placed in service by PSNH at its Merrimack Station in
2011. Tesls to date indicate !har the Scrnbber reduces emissions ofS02and mercury rrom Merrimack Station by over 90 percent. which is well in
excess of state and fedef'.tl req uirements. PSNH is pennitted to recover prudent Scrubber costs through its ES rates under New Hampshire law. In
20 l l , the NH?UC Qpe11ed a docket to revie1v the Clean Air Project. For farther infonnatioo, see "Regulatory Developmems and Rate Matters -New
Hampsltire - Clean Air Project Prudence Proceeding" in the accompanying Hem 7, Management's Discussion and Analysis of r·inancial Co11d11io11
and Results ofOperations.
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The fol lowing table shows the sources of PSNH's 2014 eleclTic franchise re1ail revenues based on categories of customers:
PSNH
I 11wu,wmds uf

2014
478.753
'.!99.538

JJul!IJI>. extv:pl per<'t ntagcs)

Residential
Commercial
lndus1rial
01her
Total Re1ail Electric Revenues

5

s

% orTotal

54

34

72.624

8

37, 544

4

888,459

100%

A sumrnal) of PSNH's re1ail electric GWh sales volwnes ru1d percentage changes tor 2014. as compared to 1013. is as foll'ows:

3.172

3.208

3,332

3,357

Percutage
Change
( 1. 1}%
( 0,8)%

1,382
7.886

l.373
7.938

(0,7>%

2014

Residen1ial
Commercial
Industrial

Total

2013

00 %

Rates
PSNH is sub3ec1 to regui<1uon by ihe NHPVC~ which, wnong other things. has jurisdiction over rares, cenain disposilions of property and plain.
mergers nnd consolidatio11s, issuances of securities, standards of service w1d construction and operation of facilities. New Hampshire utilities are
entitled under state law to charge rates that are sufficient to allow them an opporninity to recover their reasonable operating and capital costs, in order
to attract needed capital and maintain their financial integrity, while also protecting rel evant public incerests.
Under New Hampshire law, all of PSNl-l's customers are enti tled to choose competitive energy suppl iers, witl1 PSNl-1 providing default energy
service under its ES rate for those customers who do not choose a competitive energy supplier. At tbe end of 2014, approximately 21 percent of all
of PSNlfs customers (approximately 46 percent of load) were taking service from competitive energy suppliers, compared to 25 percent of
customers (approximately 54 percent ofload) at the end of2013.
The rates established by the NHPUC for PSNH are comprised of the following:

is charged to customers who have selected not to receive their energy supply from a competitive
energy supplier. These charges recover the costs ofPSNH's generation, as well as purchased power, and incluM the NHPUC allowed ROE
of9.8 I percent on PSNH's generation investmen t.

•

A default energy service charge tES)

•

A distribution charge. which includes ru1 energy and/or demand-based chMge lo rec<iver costs related lo the maintenance and operation of

PSNH's infrasm1cture to deliver power to its destination. as well as power restoration and service costs. This includes a customer charge to
collect the cost of providing service Lo a customer; such as the installation, maintenance, reading and replacement ofn1eters and
maintaining accounts and reoords.
•

A trru1smission charge that recovers the cost of transporting electricity over hlgh voltage lines from generating plants LO substations.

including costs allocated by ISO-NE to rnaincain the wholesale electric market.
•

A scranded cost recovery charge (SCRC), which allows PSNl l to recover its stranded costs, including above-market expenses incurred
under mandated power purchase obligations and other long-temi investments and obligations. PSNH h0d fmanced a significant portion of
its stranded costs through securitizatfon by issuing RRBs secured by the right to recover these stranded costs from customers over the life
oflhe RRBs. The costs of the RRBs. which were retired on May I, 2013, were recovered through the SCRC rate.

•

A systems benefits charge (SBC). which funds energy efficiency programs for all custome.rs as well as assistance programs for residential
custome~

•

within cenain income guidelines.

An electricity conswnption tax, wh ich is a state mandated tax on energy consumption.

The energy charge and SCRC rates change semi-annually and are reconciled annually and recovered in subsequent Tates. The Rate ADE
reconciliation wnount is incorporated into the .ES reconciliation .
.PSNH is cu rren tly opernting under the 2010 NHPUC approved distribution ra1e case settlement. which is effective through June 30. 2015. Under tl1e
settlement, PSNH is permitted to iilc a request to collect certain exogenous costs and step increases on an annual basis.
Ge neration Assets
In 2013, the Nl-fPUC opened a docket that initiated a series of actions throughout 2013 and 20 14 regarding the potential divestiture ofPSNH's
generating plants, including actions by the NHPUC staff. the State of New Hampshire Legislative Oversight Committee on Electric Utility
Resrructuring (Oversight Committee), a valuation expert. and U1e New Hampshire Legislature. During the 2014 Legislative session, in response to an
NHPUC staffrecommendatioo to harmonize existing laws regarding divestiture.. energy service, and cost recovel)', the Legislature enacted changes
to the laws governing divestiture of PSNH's generation assets. effoctive September 30. 2014. The new law required the NHPUC to initiate a
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proceeding before January I, 20 IS, to determine whether all or some of PSNH's generation assets should be divested. The NHPUC opened its docket
DE 14-238 011 September 16, 2014. A progress report !Tom the NH PUC must be provided to the Oversight Committee hy March 31. 2015. The law
gives the NH PUC express authority to order the djvestiture of all or some of PSNH's generation assets if the NH PUC finds it is in the economic
inte.rest of customers to do so. The law a lso clarified !he definition of "stranded eosrs" to include costs approved for recovery by the NHPUC in
connection with the divestiture or relirement of PSNH's generation assets. In the event of generation asset divcstiturc or retirement, present law and
the PSNH Restructuring Settlement Agreement approved in 2000 require that the Nl-tPUC provide recovery of any stranded costs by PSNH. For
forther infonnation. see "Regulatory Developments and Rate Matters - New Hampshire - Generation" in the accompanying Item 7, Alanagemem's

Discussion and Analysis of Financial Condition and Results ofOperaticms.
Sources a nd Availa bili ty of Elect ric Power Supply
During 2014, approximately 59 percent of PSNH's load was met through its own generation, long-renn power supply provided pursuant to orders of
the Nl:iPUC, and contracts with competitive energy supp liers. The rema ining 41 percem of PSNJ-l's load was met by short-tem1 (less than one year)
purchases and spoc purchases in t·he competitive New Engl and w holesale power market. PSNH e>qJects to meet its load requirements in 2015 in a
similar manner. locluded In the 59 percent above are PSNH's obligations to purchase power from approximatel y cwo dozen IPPs. the output of which
it either uses to serve fts customer load or sells into the ISO-NE market.
Merrimack, Schiller and the Hydro stations have been operating at very hlg,11 capacity factors during th is current winier season. As a result of our
diverse foe! mix, PSNH's Energy Service rate has been set at l 0.56 cents per kWh , well below the winter defa\Jlt service rates in excess of 15 cents
per kWh for the two other investor owned uti lities in the state.

MAJ OR STORMS
CL&P, NSTAR Electric, PSNH and WMECO experienced several significant stom1 events. including Trop ical Storm Irene in 201I , the October
2011 snowstom1, Stom1 Sandy in 20 12, the February 2013 blizzard, and a November 2014 snowstonn. As a result of these stom1 event~, each
company suffered extensive damage 10 its distribu tion and transm ission systems resul ting in customer omages. Each company incurred sigi1ificant
costs to repair damage and resrore customers' service.
The magnitude of these stonn restoration costs met the criteria for cost deferral in Connecticut, Massachusel!s, and New Hampshire. As a result. tl1e
stonns had no material impact on the results ofoperations ofCL&P, NSTAR Elecl'ric, PSNH and WMECO. We believe the storm restoration costs
were prudent and meet the criteria for speciffc cost recovery in Connecticut, Massachusetts a11d New Hampshire., and that recovery from customers is
probable through the applicable regu latory recovery procesg, Each electric utility has sought, or is seeking, recovery of its deferred stonn restoration
costs through its applicable regu latory recovery process, Por further in formation, see "Regulatory Developments and Rate Matters" in the
accompanying Item 7, M(lnagement's Disc11Ssion and Analysis a.fFinancial Condition and Results o.fOperatfons.

ELECT RI C T RA 'SMTSSION SEGMENT
Gene ral
Each ofCL&P. NSTAREleotnc. PSNH and WMECO owns and maintains transmiss ion facilities lhat are part of an ii1lerstate power transmission
grid over which electricity is transm itted throughout New England. Each of CL&P, NSTAR Electric, PSNH and WMECO, and most other New
England u1ilit ies, are parties to a series of agreements that provide for coordinated planning and operation of the rcgion's transmission faci lities a11d
the rules by which they acquire transmission services. Under these arrangements, ISO-NE, a non-profit corporation whose board of directors and
staff are independent of all market participants, serves as the regional transmission orga11lza1.ion of the New Englruid transmission system.
Whol esale Trans mission Revenues
A summary ofNU's wholt:Sitle transmission revenues

2014

f7'/tm~<amis ofDbl/ors)

CL&P
NSTAR Electric

$

PSNH
WMECO
Total Whol esal~ Transmission Revenues

is as follows:

s

507,182
175.377
114,963
120,803
1,018.325

Wh olesale Trans mission Rates
Wholesale tr'dl1srn ission revenues are recovered through FERC approved fonn ula rates. Transmission revenues are collected !Tom New E ngland
customers, the majority of which are distribution customers of CL&P. NSTAR Electric. PSNH and WM.ECO. The transm ission rates provide fonhe
annual reconciliation of estimated to actual costs. The financial impacts of di tforenc.e.s between actual and estimated costs are deferred for foture
recovery from. or refunded to, transmission customers.
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FE:RC Base ROE Compluints
Beginning in 201 L several New England state attorneys general, state regulatory commissions, consumer advocates, coosumer groups, municipal
parties and other parties (the "Complainants") jointly filed three separate complaints at FERC. lo the first complaint, filed in 2011 , the Complainants
alleged tlull the NETOs' base ROE of 11 . 14 percent U1nt was utilized since 2006 was unjust and unreasonable, asserted that the rate was excessive due
to changes in the capital murkets, llild sought an order to reduce it prospectively from the date of the final FERC order and for the 15-tnonth period
beginning October I. 20 11 to December 31 , 2012 (!lie "first complaint refund period"). ln the pursuant second and third complaints, tiled in 2012
and 2014, respectively, the Complainants challenged tl1e NETOs' base ROE and sought refunds for tlie 15-mo11tb periods beginning December 27.
20 12 and July 31. 2014, respectively.
In 2014, the FERC det.ennined that the base ROE should be set at 10.57 percent for U1e first complaint refw1d period and that n uti lity's total or
maximum ROE should not exceed the top of the new zone of reasonableness (7.03 percent lo 11 .74 percent). The FERC ordered the NETOs to
provide refunds to c·nstomers for the lirsl complaint refund period and set the new base ROE of I 0.57 percent prospectively from October 16, 2014.
ln late 2014, the NETOs made a compliance filing. and began refunding amounts from the first complaint period. inclusive of incentive ROE adders
that exceeded I.he 11 .74 percent as compared to the total company transmission ROE. Complainants have challenged the compliance filing,
As a result of the actions taken by the FERG and other developments in this matter, NU recorded reserves in 2013 and 2014 to recognize the potential
financial impacts oftl1e first and second complaints. The Company is unablt: to determine any amount related to lhe lhird complaint. The aggregate
all.er-tax net charge to 2014 earnings resulting from the 2014 FERC orders totaled $22.4 mi lJJon at NU. In 2013, the aggregate after-tax charge to
earnings totaled $14.3 million at NU.
Although management is uncertain on the final outcome on the second and third complaints regarding the base ROE and tl1e incentive ROE adder,
management believes the current reserves established an~ appropriate to reflect probable and reasonably estimable refunds. For further infonnation,
see "FERC Regulatory Issues - FERC Base ROE Complaints" in the accompanying Item 7. Management's Discussion and Analysis ofFinancial
Condition and Resuft.s ofOperations.
FERC Order No. 1000
On August 15, 2014. the D.C. Circuit Court of Appeals upheld FERC's authority to order major changes to transmission planning and cost allocation
io FERC' Order No. 1000 and Order No. l 000-A, including transmission planning for public policy needs, and Ule requirement that utilities remove
from their transmission tariffS their rights of first refusal to build transmission. FERC has not yet ruled on the comprehensive compliance filings
made in November 20 13 by the NETOs, including CL&P, NSTAR Electric. PSNH tmd WMECO~ We cannot predict the fmal outcome or impact on
us: however. implementation of FER C's goals in New England, inoluding within our service territories. may expose us to competition for
construction of transmission projects, additional regulatory considerations. and porential delay with respect to future transmission projects. While the
FERC Orders may bring new challenges, we believe there are also opportunities for us to compete for transmission reliability projects ou1side or our
service territories.
Transmission Projects
During 2014, we were involved in the plallniog, development and construction of a serie~ of transmission pro.fects, including lhe NEEWS family of
projects, Northern Pass. which is NU's planned HVDC transmission line from the Quebec-New Hampshire border 10 franklin, New Hampshire and
an associated alternating current radial transmission line between Franklin and Deerfield, New Hampshire, and Greater Boston Reliability Solutions.
which are a series of new transmission projects over the next five years that will enhance system reliability and improve capacity. For further
iofonnation, see ''Businrtss Development and Capital Expenditures - Transmission Business'' in the accompanying Item 7, Management's Discussion
and Analysts of Financial Condition and Results ofOperations.
Transmission Rate Base
Under our FERC-approvcd tariff, and with the exception of transmission projects that received specific FERC approval to include CWIP in rate base,
transmission projects generally enter rate base after they are placed in commercial operation. At the end of2014. our estimated transmission rate
base was approximately $4.9 billion, including approximately $2.4 billion at CL&P. $1 .3 billion at NSTAR Electric, $535 mil lion at PSNH, and
$611 million at WM.ECO.
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NATllRAL GAS DISTRIBlfTION SEGMENT

NSTAR Gas distributes oatui:al gas to approximately 282,000 customers in 51 communities in centml and eastern Massach usetts covering 1,067
square miles and Yaolcee Gas distributes natural gas to approximately 222,000 customers in 71 cities aud towns in Co1mecticut coverin g 2.187 square
miles. Total throughput (sales and transportation) in 2014 was approximately 60.5 Bcf for NSTAR Gas and 55 Bcf for Yankee Gas. Our natural gas
ln1sinesses provide finn oatural gas sales service to retail customers who require a continuous natural gas supply throughout th e year, such as
residential customers who rely on natuJal gas for heating, hot w;iter and cooking needs, and commercial and industrial customers who choose to
purchase natural gas from NU's natural gas distributioo 0ompanies. A portion of U1e storage of natural gus supply for NSTAR Gas during the winter
beating season is provided by I-lopkin ton LNG Corp~ an indirect, wholly·O\\ ned s1,1bsidiary ofNU, The facilities consist of an LNG liquefaction and
vaporiwtion plam and three above-ground cryogenic storage tanks in Hopkinton, Massachusetts having an aggregate capacity of"3.0 Bcfofliquefted
natural gllS. NSTAR Gas also hl!S access to facilities in Acushnet, Massachusetts that include additiom1l storage capacity of0.5 Bcf and additional
vaporizlltion capacity. Yankee Gas owns a 1.2 Bcf LNG facility in Waterbury, Com1ecticut. which is used prin1arily to assist Yankee Oas in meeting
its supplier-of-last-resort obligations and also enables it to provide economic supply and make economic refill of natural gas typicall y during periods
oflow demand.
NSTAR Gas and Yankee Gas generate revenues primarily through the sale and/or rransportation of natural gas. Predominantly all residential
customers in the NSTAR Gas service territory buy gas supply and delivery rrom NSTAR Oas while all customers may chaos.: their gas suppliers.
Retail natural gas service in Connecticut is partially unbundled: residential customers in Yankee Gas' service territory bu)· natural gas supply imd
delivery only from Yankee Oas while commercial and induStrial customers may dioose their natural gas s\lppliers. NSIAR Gas offers finn
transportation servic.: to all customers who purchase gas from sources other than NS'TAR Gas while Yankee Gas offers firm transportation service to
irs commercial and industrial customers who purchase natural gas from sources other than Yankee Gas. In Rddition, both natural gas distribution
companies offer interruptible transportation and interntptible 11atur11l gas sales service to tliose bigl1 volume commercial and industrial customers,
generally during U1e colder months, that have I.be eapability to switch from natural gas to an alternative fuel on short notice, for whom NSTAR Gas
and Yankee Gas can interrupt service during pt!ak demand periods or at any other time to maintain distribution system inte~rity.
The following table shows the sources of the 20 14 total NU naturnl gas franchise retail revenues based on categories of customers:
1111011.vaml-< OJ !Jnllar.v. c.rcepl fl'm:e111C111es)

% of Total

2014

Resid~niial

s

Commercial
Industrial
Toca) Retail Narural Gas Revenues

s

520,410
332,414
94 ,861
947,685

55
35
0
!00%

/\.summary of our firm natural gas sales volumes in million cubic feel and percentage changes for 20 14. as compared to 20 I 3. is as follows:
Pcrcen111ge
1014

Residen1ial
Commercial
Industrial

38.969

42.977

Total

Total, Net of Special Contram
111

11

<

22,245
J04.19l
99.500

2013

Chilnge

36,777
40.215
21,266
98,258
94,083

6.0%

6.9%
4.6%
6.0%
5.8%

Spt!cial co111racts are unique to the customers who t~ke service unc!er such an arrangemenl and generally ~pecify the amount of dis1t!bu1ion rev.lnue to be paid to
Yankee Gas regardless of1he customers' usage.

Our lirm natural ga.s sales are subject to many of the same influences as our retail elecrric sales. ln addition. they have benefited from favorable
natural g~s prices and customer growth across both operating companies. Our 20l4 consolidated fim1 nal11ral gas sales volumes. consisting oft11e
finn narural gas sales volumes of Yankee Gas and NSTAR Gas.. were higher. as compared ta 2013. due primarily to colder weather in l11e first quarter
of20J 4. as compared to the same period in 2013. and increased customer growth in 2014. as compared to 2013. Weatl1er-nonnalized l\fU
consol idated finn oarural gas ssles volum.:s increased 2..9 percent in 2014. as compared to 2013.
Rates
NSTAR Gas and Yankee Gas are subject to regulation by the DPU and PURA. respectively. which, among other tl1ings, have jurisdiction over rates,
cenain dispositions of property and plant. mergers and consolidations, issuances oflong-term securities, standards of service ~nd consrruction and
operation of facilities. Botl1 of NU's natural gas companies are entitled under their respective state law to charge rates that are sufficient to allow
them an opportunity to recover1heir reasonable operating and capital costs. in order to anract needed capital and maintain thefr ·financial integrity,
while also protecting relevant public interests.
Retail narural gas delivery and supply rates are established by the DPU and PURA and are comprised of:
•

A distribution charge consisting of a fixed customer charge and a demand and/or energy charge that collects the costs ofbuilding and
expanding the natural gas infrastrucncre to deliver natural gas supply to its customers. This also includes collection of ongoing operating
costs;

•

A seasonal cost of gas adjustment clause (CGAC) at NSTAR Gas that collects natural gas supply costs. pipeline and storage capacity costs.
costs related to charge-offs of uncollected energy costs and working capital related costs. The CGAC is reset semi-annually. In addition,
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NSTAR Gas fi les ioterim changes to its CGAC factor when tl1e actual costs of naL1iral gas supply vary Jtom projections by more than five
percent and
•

A local distribution adjustment clause (LOAC) at NSTAR Gas that collects energy efficiency program costs, environmental costs, pension
and PBO P related costs, energy efficiency costs. attorney general consuli-ant costs, and costs associated with low income customers. The
LDAC is reset annually and provides for t·he recovery of certain cosi-s applicable to both sales and transportation customers.
Purchased Gas Adjustment (PGA) clause. whid1 allows Yankee Gas to recover the: costs ofrhc procurement of natural gas for its firn1 and
seasonal customers. Differences between actual natural gas costs and collection amounts on August 31st of each year are deferred and then
recovered from or n:fimded to customers during !he following year. Carrying charges on outstanding balarrces are calculated using Yarrkee
Gas' weighted average cos1 of capital in accordance with the directives of the PURA: and

•

Conservation Adjustment Mechanisro (CAM) a1 Yankee Gas, which allows J00 percer11 recovery of conservation costs through this
mechanism including program incentives to promote energy efficiency, as well as recovery of any lost revenues asso,,iated with
iruplemcrrtation of energy conservation measures. A reconciliation of CAM revenues to expenses is perfonned annually with any
difference being recovered from or refunded ro customers, with carrying charges, during 1he fol lowing year.

NSTAR Gas purchases financial contracts based on NYMEX natural gas futttres in order to reduce cash flow variabil ity !ISSociated witl1 tl1e purct\ase
price for approximately one-third of its naturol gas purchases. These purchases are made under a program approved by U1e DPU in 2006. This
practice attempts to mirrimize the impact of fluctuations in natural gas prices lo NSTAR Gas' finn natura l gas customers. These fmancial contracts
do not procure nat11rnl &as supply. All costs incurred or benefits realized when these contracts are sellled are included in the CGAC.
NSTAR Gas is subject to SQ metrics lhat measure safety. reliabi lity and cuswiner scrvite and could be required 10 pay to customers a SQ <Jltarge of
10 2.5 perceot of annual dis1nbution reYenues for failing to rneer such metrics. NSTAR Gas will not be required to pay a SQ charge for its 2014
perfonnance as it achieved results ac or above target for all of its SQ mel'rics in 2014.
up

On December 17_ 2014, NSTAR. Gas filed an applica1iou wi1h the DPU requesting an increase in rates, eflective January I, 2016. NSTAR Gas
requested w1 increase in base distribution rates of $33.9 million. Based on the current schedule, we exptlct a final decision in the fourth quarter of
20 15.

In 2011 , PURA approved Yru1kee Gas' rate proceeding. The linal decision approved a regulatory ROE of8.83 percent and allowed tbr a substantial
increase in annual spending for bare steel and cast iron pipeline replac:erueuL
,\lassarhuselts Natural Gas Replacement and .Expansion
On Jul y 7, 2014, Massachusetts enacted "An Acr Relative to Natural 0-ds Leaks" (the Act). The Act establishes a uniform natural gas leak
classification Standard for all Massachusetts natural gas util ities and a program that accelerates the replacement of aging natural gas infrastructure.
The program will enable companies, including NSTAR Gas_. to better manage the scheduling and costs ofreplaciiment. Tlie Act also t-"dlls for theDPU co authorize natural g-as utilities lo design and ofter programs to customers that wi ll increase the availability, affordability and foasibility of
natural gas service for ne,-.· customers.
NSTA R Gas filed the Gas System Enhancement Program (GSEP) with the DPU on October 31. 2014. NSTAR Gas' program accelerates the
replaoemem of certain natural gas distribution facilities in the system within 25 years. The GSEP includes a new tariff that provides NSTAR Gas an
opportw1ity to collect U1e costs for the program on an annual basis through a newly designed reconci ling factor to be approved by the DPU. We
expect a decision or1 the program in April 20 15.
Connecticut Natural Gas Expansion Plan

In 20 13, in accordance wirh Connecticut law and regulation, PURA approved a comprehensive joint nawral gas infrastructme expansion plan
(ex pansion plan) filed by Yankee Gas and other Connecticut natural gas distribution companies. The expansion plan described how Yankee Gns
expects to add approximately 82,000 new narural gas heating customers over the next 10 years. Yankee Gas estimates that its portion of the plan will
cost approximately $700 million over I0 years. ln January 2015, PURA approved a joint sett lement agreement proposed by Yankee G"aS and other
Connecticut natural gas distribution companies and regulatory agencies tl1at clarified the procedures and oversight criteria applicable to the expansion
plan,
Sources and Availability of Natural Gas Supply
NSTAR Gas maintains a flex ible resource portfolio consisting of natural gas supply contracts, transportation contracts on interstate pipelines, market
area storage and peaking services. NSTAR Gas pu rch ases transportation_storage, mid balm1cing services from Tennessee Gas Pipeline Company and
Algonquin Gas Transmission Company. as well as other upstream pipelines that transport gas from major producing regions in the U.S., includ ing
the Gulf Coast, Mid-continent re,gion, and Appalachian Shale supplies lo the final delivery po.ints in the NSTAR Gas service area. NSTAR Gas
purchases all of its natural gas supply under a firm portfolio management contract with a tem1 of one year, which has a maximum quantity of
approximately 154, 700 MMBtu/day of finn flowing natural gas supplies and 76, 700 MMBtu/day of finn natural gas storage supplies.
ln addition to rhe firm transportation and natural gas supplies mentioned above, NSTAR Gas utilizes contracts for underground storage and LNG
facilities to meet its winier peaking demands. The LNG facilities, described below, -are located within NSTAR Gas' distribution system ru1d are used
to Iiquefy and store pipeline natural gas during Ole wam1er months for vaporization and use during U1e heating season. During the summer injection
season, excess pipeline capacity and suppl ies are used to deliver and store natural gas in market area underground storage facil ities located in the
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New York and Pennsylvania regions. Stored natural gas is wi thdrawn during the wi.otcr season to supplement t1owii1g pipeline supplies in onli:r to
meet tirm heating demand. NSTAR Gas has finn underground storage contracts and total storage capacity entitlements of approximately 6.6 Bcf.

A portion of the storage of nat11ral gas supply for NSTAR Gas during the winter heating season is provided by Hopkinton LNG Co rp .. which owns an
LNG liquefaction and vaporization plant and three above-ground cryogCDic siorage tanks having an aggregate capacity of 3.0 Bcfof Iiquefied natural
gas. NSTAR Gas also has access to faci lities tbat include additional stornge capacity of0.5 Bcfand additional vaporization capacity.
PURA requi res that Yankee Gas meet the needs of its finn customers under all weather e;onditions. Specifically. Yankee Gas musr structure its
supply portfolio to meet finn customer needs under a design day sce.nario (defined as the coldest day in 30 years) and Ullder a design year scenario
(defined as the average ofthe four coldest years in the last JO years}. Yankee Gas' on-system stored LNG and \llldergroUlld storage supplies help to
meet consumption needs during the coldest days of winter. Yankee Gas obtains its imersune capacity from t11e three inrerstate pipelii1es that directly
serve Connecticut the Algonquin. Tennessee and Iroquois Pipelines. Yankee Gas has long-term firm contracts for capacity on TransCanada
Pipelinli.'s Limited Pipeline. Vector Pipeline, L.P .• Tennessee Gas Pipeline, lroq1.1ois Gas Transmission Pipeline, Algonquin Pipeline. Union Gas
Limited, Dominion Transmission. Inc.. National Fuel Gas Supply Corporation- Transoonti11ental Gas Pipeline Company. and Texas Eastem
Transmission. L.P. pipelines.
Based on information currently available regarding projected growth in demand and estimates of ava ilability of futurt.> supplies of pipelint.> natural
gas. NSTAR Gas and Yankee Gas each believes tJmt participation in planned and anticipated pipeline expansion projects wi ll be required in order for
it to meet current and future sales growth opportunities,
'.'IATURAL GAS PIPELINE EX PANSlON

On September 16, 20 14. NU and Spectra Energy Corp muiounced Access Northeast, a natltral gas pipeline expansion project. Access Northeast will
enhance the Algonqu in and Maritimes pipeline systems using existing routes and is eJqJected 10 be capable of delivering approximatel y one billion
cubic feet of natural gas per day to New England. NU and Spectra Energy Corp will have equal ownership interest in the project with the option of
addi tional investors joining in the future. On Febrnary 18, 2015, NU, Spectra Energy Corp and Nalional Grid arn1ou11ced the addition of National
Grid as a co-developer in the project for a total ownership Interest of20 percent., with NU and Spectra Energy Corp each owning 40 percent. The
Lota! projecr cost. subject to FERC appto,ial, is expected to be approximately .$3 biUion and has an anticipated in-service date of November 20 18.
On December 8. 2014. NU and Spectra Energy Corp announ ced an all iance wilJ1 lroq uois Gas Trnnsmission fort-he Access Northeast project. This
alliance will provide New England natural gas distribution com panies and generators with additional access to natura l gas supplies from mul tiple,
diverse receipt points along the Algonquin pipeline system, including the Iroquois pipeline system.
PUOJECTED CAPITAL EX PENDITURES

We project to make capital expenditures of approximately $8.4 billion from 2015 through 2018. Oft·he $8.4 bi11ion. we ex-peel to invest
approximately $4.2 billion in our electric and natural gas distribution segments and $3.9 billion in our electric transmission segment. ln addit ion, we
project to invest approximately $360 million in infonnation technology and facilities upgrades and enhancemeuts. TI1ese projections do not include
capital expenditures related to Access Northeast.

FINA!XCING
Our credit facilities and indent1tres require that NU pare11t and certain ofits subsidiaries. including CL&P, NSTAR Electri c. NSTAR Gas, PSNH,
WMECO and Yankee Gas, comply with certain financial and non-fornocia l covenants as are customarily included in such ugreemcnts. iMluding
maintaining l't ratio of consolid!lted debt to total capitalization of no more than 65 pcrcenL All of these companies currently are, and expectto
reoiain. in compliance with tbese covenants.
As ofDecember3 1, 2014, a t0ral of$216"7 million ofNU's long-term debt will be pttid ii1 the next 12 months. consisting of$162 mi llion for CL&P,
$4.7million for NSTAR Electric and $50 million or WMECO.
UCLEARFUELSTORAGE

CL&P, NSTAR Electric, PSNH, WMECO and several other New England electric uti lities a.re stockholders in three inacrive regfonal nuclear
generation companies, CYAPC, MY APC an d YAEC tcollectlvely, Lhe Yankee Com pnnies). Tile Yankee Comp;rnies have completed the physical
decommissioning of their respective generation facili!les and are now engaged in the long-tem1 storage of their spent nuclear fuel. Each Yankee
Company has completed its collection of decommissioning and closure costs througJ1 the proceeds from tl1e spent nuclear fuel litigation against the
DOE. These proceeds were used by the Yankee Companies LOoJTset the decommissioning and closure cost receivables from their member
companies or to decrease the wholesale FERC-approved rates cl1a rgcd under power purchase agreements with CL&P, NSTAR Electric, PSNH and
WMECO and several other New England utilities. 'fbe decommissioning rates charged by the Yankee Companies have been eliminated. CL&P,
NSTAR Electric, PSNH and WMECO can recover these costs from, or refund proceeds to. their customers through state regulatory commission·
approved retail rates.
As a result oftlle merger with NSTAR. we consolidate the assets and obligations of CYAPC and YAEC on our consolidated balance sheer.
For information on the DOE proceeds received related to the spent nuclear fuel li tigat ion, see Note I 1C, "Commitments and Contingencies Contractual Obligations - Yankee Companies," in IJ1e accompanying Item 8, Fincmdal Stateme/'//s and S11pplementa1y Data.
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OTHER REGLILATORYAND ENVIRONM ENTAL MATTERS

Ge ner!ll
We are regul ated in virtuall y all aspects of our business by various federal and stare agencies, including FERC. the SEC, and various stnte and/or
local regulatory authorities with jurisdiction over U1e industry ru1d the service areas in which each of our companies operates. including the PURA.
which has jurisdiction over CL&P and Yankee Gas. the NHPUC, which has jurisdiction over PSNH. and U1e DPU. which has jurisdiction over
NSTAR Electric. NS'fAR Gas and WMECO.
Environmental Regulation
We are subject to various federal. state and local req1Jirements wiU1 respect to water quality. air quality, toxic substances. hazardous waste and other
enviro111nentaJ matters, Additionally. major generation and tnmsmission faci lities may not be constructed or significamly modified without a review
of the environmental impact of the proposed construction or rnodificntion by the applicable federal or state agencies.
Wutcr Quality Requirements

The Clean Water Act requires every "point source" discharger or pollutams into navigable waters to obtain a National Pollutant Discharge
Elimination System (NPDES) permit from the SPA or state environmental agency specifying the allowable quantity and characteristics of its
effluent. States may also require additional permits for discharges into state waters. We are in the process of maintaining or renewing all required
NPDES or stare discharge pem1its in effect for PSNH's generation facni ties.
h1 1997. PSNJI filed in a timely manner fo.r a renewal oftbe NPDES permit for the Merrimack Sration. As a result. Uie existing pennit was
administratively continued. In 20 11 , tl1c EPA issued a cfraft renewal NPDES pennit for PSNH's Merrimack Station for public review and comment
The proposed permit contains many significant conditions to future operation. The proposed pennil would require PSNH to iJ1stall a closed-cycle
cooling. system (including cooling towers) al U1e station. The EPA estimated that the oel present value cost to install this system and operate it over a
20-year period would be approximately $112 millionc PSNH and other electric utility groups filed thousands of pages of comments contesting EPA's
draft pem1it requirements. PSNH stuted that the data and studies supplied to the EPA demonstrate the fact that a closed-cycle cooling system is not
wc1rranted. On April 18, 2014 EPA issued a revised section of the draft NP DES pennit· for Merrimack Sratioo. The revised portion of the drall
permit deals solely with the treatment of wastewater from the flue gas desulfurization system. On August 18, 2014 PSNH again subrnined
comments. The EPA does not have a set deadli ne to consider comments and lo issue a final pem1it Merrimack Station is pem1itted to continue to
operate under its present pem1it pending issuance of the fina l pem1it and subsequent resolution of'malters appealed by PSNH and other p(ll"lies. Due
to the site specific characteristics of PSNH's otl1ercoal- and oil-fired electric generating stations, we believe it is unlikely that they would face similar
pem1itti11g determinations.
Air Quality Requ irements

The Clean Air Act Amendments (CAAA), as wel l as New Hampshire law. impose stringent requirements on emissions of S02 and NOx for the
purpose of controlling acid rain an d ground level ozone. Tn addition, the CAAA address the control of toxic air pollutants, Requirements for Ll1c
installation of continuous emissions monitors and expanded permitting proYisions also are included.
ln 2011. the EPA finalized the Mercury and Air Toxic Standards (MATS) that requite the reduction of emissions ofbazardous nit pollutants from
new and existing coal- and oil-ii.red electric generating stat ions. Previously re ferred lo as the Uti lity MACT (maximum achievable control
technology) rnles, it estabHshes emission limiis for mercury, arsen ic and 0U1er hazardous air pollutants from coal- and oil-fired electric generating
stations. MA TS is the fi rst implementation ofa nationwide emissions standard for hazardous air pollutants across all electric generating units and
provides utility companies with up to five years to meet the requirements. PSNH owns and t•pcrates approximately 1,000 MW of coal· and oil-fired
electric generating stations subject to MATS, including the two units at Merrimack Station, Newington Station and the two coal units at Schiller
Station. We believe the Clean Air Project at our Merrfmack Station, together with existing equipnient, ,,·ilJ enable the facility lo meet lhe MA TS
requirements. At Schiller Srntion addit ional controls are being installed at the two coal-fired units, the cost of which is estimated to be approxirnacel)
$2.5 million.
Each of the states in which we do business also has Renewable Portfolio Standards (RPS) requirements, which generall y require fo1ed percentages of
oar energy supply to come fro111 renewable energy sources such as solar, hydropower, lt!J1dfill gas, fuel cells and 0U1er similar sou rces.
New Hampshire's RPS provision requires increasing percentages of the electricity sold to retail customers to have direct ties to renewable sources. In
2014, the total RPS obligation was 9.7 percem and it will ultimately reach 24.8 percent in 2025. Energy suppliers, like PSNH, purchase RE Cs from
producers Urnt generate energy from a quali f)'ing resource and use them to satisfy U1e RPS requirements. PSNH also owns renewable sources and
uses a portion of internally generated REC's to meet its RPS obligations. To the extent that PSNH is UJrnble to purchase sufficient RECs, it· makes up
tl1e difference between U1e RECs purcbused and its 1otal obligation by making an altemative compliance payment for each REC requirement for
which PSNH is deficient. The costs of both the RECs and ahemative compliance payments are recovered by PSNTI through 1ts ES rates charged to
customers.
The RECs generated from PSNH's Northern Wood Power Project, a wood-burning facility. ate typically sold to otht:r energy suppliers or load
carrying entities, and the net proceeds from the sale of these RECs are credited back to customers.
Similarly. Con necticut's RPS statute requires increasing percentages of the electricity sold to retail customers 10 have direct ties to renewable sou rces
In 2014, the total RPS obligation was 18 percent and will ultimately reach 27 percent in 2020. CL&P is perniined 10 recover any costs incurred in
complying with RPS from its customers t'hrougb its GSC rate.
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Massachusetts' RPS program also requires electricity suppliers to meet renewable energy standards. For 2014, the requireme11t was 16. 1 percent, and
will ultimately reach 22. I percent in 2020. NSTAR Electric and WMECO are pem1itted to recover any costs incurred in complying with RPS from
i1s customers through rates. WMECO also owns renewable solar generation re.sources. The RECs generated from WMECO's solar units are sold to
other energy supplie rs, and the proceeds from these sales are credited back to custoruerS.

Hazard ous Materials Regulations
Prior to the last quarter of the 20th century, when environmenta l best practices laws and regulations were implemented, utility compa11ies often
disposed of residues from operations by depositing or burying them on-site or disposing of them at off-site landfi lls or other facilities. Typica l
materials disposed of include coal gasification byproducts. fuel oils, ash, and other materials that mig)\t con ta in polychlorinated biphenyls or !hat
otherwise rnight be hazardous. lt has si nce been derennined that deposited or buried wastes, under certain circumstances, could c11use groundwa ter
contamiMtion or create other environmental risks. We ha ve recorded a liability for what we believe, based \tpon currently available infonua1io11, is
our reasonably estimable environmental investigation and/or remediation costs for '"aste disposal sites for which we have probable liability. We
continue to evaluate the environmental impact of our fonner disposal practices, Under federal and state law, government agencies and private parties
can attempt to impose liability on us for 1hese pracrices, As ofbccember 31 , 20 14, the liab ility recorded for our reasonably estimable tmd probable
environmental remediation costs for known ~ites needing investigation and/or remediation, ex.elusive of recoveries from insurance or from third
parties. was approximately $43.3 million, representing 65 sites. These cos1s could be signilicamly higher if remediation becomes necessary or when
add itional infonnation as LO the extent of contamination becomes available.
The most' significam liabilities currently relate to fi1ture clean·UJHOSlS at funner MOP facilities. These facilities were owned and operated b~ our
predecessor companies tfom the mid- l 800's to mid-1900's. By-products from the manufacture of gas using Coal resulted in foe! oils, hydrocarbons,
coal tar, purifier wastes, metals and other waste products that may pose iisks to human health and the environment. We currently have partial or fuJI
ownership responsibilities at former MGP sites that have a reserve balance of$38.8 millioo of the tota l $43 3 million as of December 3 I, 2014.
Predominantly all of these MGP costs are recoverable from customers thro11gh our rates.

Electric and Magnetic f ields
For more than twenty years, published reports have discussed the poss ibility of adverse health effects from electric anll mugnetic fields (EMF')
associated with electric tra.nsmission 1l!ld distribution facilities and appliances and wiring in bui ldings and homes. Although weak health risk
associations reported in some epidemiology s tudies remain unexplained, most researchers, as wel l as numerous scienli!ic review panels, considering
all significant EMF epidemiology and laboratory s1udies. have concluded thar the avai lable body of scientific information does not support the
conclus ion 1ha1 E.NlF affects human health.
In accordance wi th recommendations of various regulatory bodies and public health organizations, we reduce EMF associated with new trnnsinission
lines by the use of designs that can be implemented wi thom additional cost or at a modest cost. We do not believe that other capital expenditures are
appropriate to minimize unsubst'Hn tiated risks.

G lobal C lim a te C hange and G reenhouse Gas Emission Issues
Global climate change and gn:enhouse gas emission issues have received an increased focus from state govemrnents and the federal government.
ll1e EPA foitiatecl a rulemaldng addressfng greenl1ouse gas emissions aod, on December 7, 2009. issued a finding tha1 concluded that greeuhouse gas
em issions are "air pollution" that endanger public health and \\·el fa re and shou ld be reguJated, The largest source of greenhouse gas emissions in the
U ~S , is the electricity generating sector. The E.PA has mru1dated greenhouse gas emission reporting beginning in 2011 for emissions for certain
aspects of our business including stationary combustion, volume of gas suppl ied to large custome rs and fugitive emissions of Sf6 gas and m~thane.
We are continua lly evaluating the regu latory risks and regulatory uncertaint)' presented by cli1na1e change concerns. S11ch concerns cou ld potentially
lend to additiona l rules and regulations that impact how we opera1e ou r business, both in tenns of the generating facilities we own and operate as well
as general util ity operations. TI1ese could include federa l "cap and trade'' laws. carbon taxes. fue l and energy taxes, or regulntions requiring
additional cnpitl:ll expenditures Ill our generating fac ilities. We expect that any costs of these rules and regulations would be recovered from
customers.
Connecticut, New Hampshire and Massachusetts are eacb members of the Regional Greenhouse Gas Initiative (RGG I), a cooperative effon by nine
northeastern and mid-A tlantic stales. to develop a regional program ror stabi lizing and reducing COi. emissions from coal- and oil-fired electric
generating plants. Because C01 allowances issued by any partic ipating state are usable across all nine RGGI stllte programs, the indiv idual state C02'
trading progranis, in the aggregate. form one regioJial compliance market lbr C01 emissions. A regulated power plan t must hold C02 allowances
equal to its emissions to demonstrate compliance at the e nd ofa three year compliance period that ended on December 31 , 2014.
PSNH anticipates that its generating units will emit two million to three million tons ofCO~ per year, depending on the capacity factor and the
utilization of the respective generation plant. excluding emissions from the operation of PSNH's Northern Wood Power Project, which em iss ions arc
an oflSe1. New Hampshire legislation provided up to 1.5 mill ion banked C02 allowances per year lor PSNH's coal- and oil·lired electric generating
plants during the 2012 tll)'ough 20 l 4 compliance period. PSNH sarisfied itS remaining RGG I requirements by purchasing C01 allowances al auct ion
or in the secondary market. The cost of complying with RGGI requirements is recoverable from PSNH customers. Current legjslation provides that
the portion of the RGGf auction proceeds in excess of$ l per allowance w ill be refunded to customers.
Because none ofNU's other subsidiaries. CL&P, NSTAR E lectric or WMECO. currently owns auy generating assets lother than WMECO's solar
photovoltaic facilities that do not em it C02). none oflhem is required to acquire C02 all owances. However. the C02 allowance costs borne by the
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gemmlling facili1ies that are utilized by wholesale energy suppliers to satisfy energy supply requirements to CL&P. NSTAR Electric and WMECO
wnt likely be included in the overall wholesale ra1es charged. whicb costs are then recoverable from customers.
FERC lfydroelectric Project Licensi ng
Federal Power Act licenses may be issued for hydroelectric projects for tem1s of30 lo 50 years as detennined by the FERC Upon tJ1e expiralion of
an existing license, (i) the FE.RC may issue a new license to the existing licensee. (ii) th e United Stales may take over the project, or (iii) the FERC
may issue a new license to a new licensee. upon paymeut to the existing licensee;: ofrhe lesser of the fair value or lbe net invesl111ent ill the project.
plus severance damages. Jess certa in amounts t:smed by the licensee in t:xcess of a reasonable rate of rewm.
PSNH owns ninci hydroelectric generating stations w ith a current claimed capabilily representing winter rates of npproximatcly 7 1 MW, eight of
which are licensed b; the FERC under long-renn licenses thal t:Xpire on varying daies from 2017 t11rough 2047. PSNH and irs hydroe lectric prqjects
are subject lo condl1ions set forth In such licenses, the federal Power Act and related FERC regulations, including provisions rela1ed lo lhe
condemnation ofa project upon paymen t ofjust compensation. amortization of project investment from excess project earnings, possible takeover of
a p roject after expi ration of i1s license \Jpon payment of net investment and severance damages an d other matters. PSNH is curremly in th~ early
s tages of relicensing ir,s 65 MW Easlman Falls Hydro Station. the license for which expires in 2017.
EMPLOYEES
As ofDecember3 I, 2014. NU employed 1l total of8,248 employees, excluding temporary employees, of which l.548 were employed by CL&P.
I. 7 I 7 were employed by NSTAR Electric 1,048 were employed by PSNH, and 310 were employed by WMECO. Approximately 51 percent of our
employees are members of the lotemational Brotherhood ofElectrical Workers. the Utility Workers Union of America or The United Steelworkers.
and are covered hy 13 coll ecti \le bargaining agree ments.
INTERNET INFORM ATION
Ou r website address is www.eversource.com. We rnake available tl1Tough our website a link to tJ1e SEC's EDGAR website
(bnp:/twww.sec.gov/edgar/searchedgar/compaoysearch.html). at which site NU's, CL&P's, NSTA R Electric's, PSNI I's and Wl\t!ECO's Annual
Repons o n Fonn l 0-K. Quarterly Reports on Form l 0-Q, Current Reports ou Fonn 8-K and any amendments to thosci reports may be reviewed.
ln furmation contained on the Company's website or tliat can be accessed through the website is not incorporated into and does not constitute a part
of this A1rnual Report on Forni 10-K. Printed copies of these reports may be obtained free of charge by writing to our Investor Relations Department
at Northeast Utilities, 107 Selden Street, Berlin, CT 06037.
Item l A.

RiskFac to1·s

In add ition to lhe mailers set forth under "Sate Harbor Statement Under the Private Securities Litigation Refonn Ace of 1995" included immediately
prior to Item 1, 811:>i11e.1·s, above, we are subject to a variety of sign ificant risks. Our susceptibility to certain risks, including rhose discussed in detail
below, could exacerbate other rfsks. These risk factors should be considered carefolly in evaluating Our risk profile.
Cy ber breaches, acts of war o r te rro rism, or g ri d distur bances could negatively impact ou r business.
Cyber breaches, acts of war or terrorism. physical anacks o r grid disturbances resulting frotn internal or exten1al souTces could target our generation,
transm ission and distn'bution facilities or our irifomiation 1ecltoology systems. Such actions could impair our abi lity to manage these facilities,
operate our sysrems effectively, or properly manage our data, networks and programs, resulting in loss of service to customers.
Because our generation and transm ission facilities are part of an interconnected regio11al grid. \Ye- fa'--e the risk of blackout due to a disruption on a
neighboring interconnected system.
Any such cyber breaches, acts of war or terrorism. physical a ttacks or grid disturbances could result in a significant decrease in reven ues, significant
expense to repair system damage or security breaches, and liabiliry claims, which cou ld have a material adverse impact on our fmancia l position,
results of operations or cash nows.
The unau1horized access to and Hi e misa ppropl'i:ition of confide ntial and proprieta ry customer, employee, financial or system operating
inform a tion could adve rsely affect our b usiness operations and adversely impact our repu tation.
In the regular course of business we maintain sensitive customer, employee. financial and system operating information and are required by various
federal and state laws co safeguard this (nfonnaliori. Cyber intrusions, security breaches, theft or loss o f this infon11ation by cyber crime or otherwise
cou ld lead to the release of critical operating infonnation or confidential customer or employee infom1ation. which could adverse ly alTect our
business operations or adversely impact our reputation. and could result in significant costs, fines and litigation. We maintain adequate privacy
protection linbility ins uran ce to cover damages and defense costs arising from unauthorized disclosure of, or failure to protect, private infomiation as
well as costs for notification to. or for credit cRid monitoring. of, uustomers, employees and other persons in rhe event of a breach of private
infonnation. TI1is insurance covers amounts paid to uvert, prevent or stop a network artack or !he disclosure of personal infonnation, and costs of ii
qualified forensks firm to detennine the cause, source and extenr of a network artack or to investigate, examine and analyze o ur network ro find the
cause. source and extent of a data breach. While we have implemented measures designed to preven t cyber-attacks and mitigate their effects should
lhey occur. our systems are vulnerable to unauthorized access and cyber intrusions. We ca nnot detennine the probability thal a security breach may
uccur or quantify the potential impact ofsucll an event.
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T he uctions of regulutors can sig nifica ntly affect· our ea rnings, liq uidity a nd busin ess activities.
Tbe rates that our Regulated companies charge Lhcir customers are determined by their state otility commissions and by FER.C. These commissions
also regulate the com1>anies' at'Counting, operations, the issuance of certain securities and certain other matters. FERC also regulates their
transmission ofelectric energy, the sale of electric energy at who lesale, accounting, Issuance of certain securities aad certain other matters. Tite
commissions' policies and regulatory actions could have a material impact on the Regulated companies' financial position. results of operations and
cash flows.
Ou r t rans missio n, dis tribu tion a nd generuti on systems m ay not operate as e.xpected, a nd could require unpl anned ex penditures, w hich could
ad versely affect our fina ncial position, results of opernt ions a nd cash flows.
Our abilily ro properly operate our uansmission_ distribution and generation systems is critical 10 the financial performance of our business. Our
transmission. distribution and generation businesses face several operational risks. including the breakdown or failure of or damage to equipment,
includ ing information tedmology equiprnenl or processes. especially due to age; labor disputes: disruptions in the delivery of electricity and natural
gas, inoludin&impacts on us or our customers; increased capital expcndinire requirements, including those due to environmental n:gulation:
catastrophic events such as fires, explosions. or other similar occurrences; extn:me weather conditions beyond equlpmeol and pl am desigi1 capacity;
other unanticipated operations and maintenan~ expenses and liabilities; and potential claims lbr property damage or personal injuries beyond the
scope of our insurance cove.rage. The fai lure of our transmission, distribution and generation systems to operate as planned may result in increused
capital costs, reduced earnings or unp lanned increases in operation and maintenance costS. As a result of our merger in 2012, we have implemented
or expect to implement process and lnfomiation technology sysiem changes that are expected to provide significant improvements to our businesses.
lfrhese changes do not result in the improvements that we expect, regulators may determine thaL the costs for these improvements are nor prudem
and therefore not recoverable from customers. which may res ult i.n reduced enmings. Al PSNH. outages at generating, stations may be deemed
imprudent by the NHPUC res ulting in di$allowauce of replacement power and repair costs. Such costs that arc not recoverable from our customers
would have an adverse effect on our fmancial position, resu lts of operations and cash flows.
We ex pect to invest in strutegic developme nt opportunities in both electric a nd na turnl gas tra nsmission, but we may not be s uccessful and
projects may not comme nce o per ation as scheduled or be compl eted wi1. hin budget, Which cou ld have a material adve rse effect Qn our
business pros pects.
We are pursuing broader strategic development inves tment opportunities related to tl1e constructi011 ofelecrrlc and natural gas transmission faci lities.
Interconnections to generating resources and other investment opportunities. 1bc developmenl construction and expansion of electric transmission
and namral gas tTansmission facilities involve n umerous risks. Various fact0rs could result in increased costs or resu lt in delays or cancellation of
these projects. Risks include regu latory approval processes, new legislation, econorn ic events or facto rs, environmental and community cone.ems.
design and siting issues. difficulties in obu1ining required rights of way, competition from incumbent utilities and olher entitil:s, and actions of
strategic partners. Should any of these foctors result in such delays or cancellations. our financial position, results of operations, and cash fl ows
could be adversely affccred or our future growth oppommities may not be realized as anticipated.
Economic events or factors, cha nges in regula tory or lcgisl11ti\'c policy a nd/or regula tory decisions o r cons truction of new genet·a tion may
delay completion of or displace or result in the u bnndonment of our plunned tra nsmission projects o r adve rsely affed our abili ty to reco,,e r
our inves tments or res ult in lower thun e xpected ea rnings.
Our transmission construction plans could be adversely affected by economic events or facton;, new legislation, regulations, or judicial or regulatory
interpretations of applicable law or regulations or regu latory decisions. Any of such events could cause delays io, or the inability to complete or
abandonment of, economic or reliabi lity related projects, which could adversely affect our ability to ach ieve forecasted earnings or to recover our
investments or result in lower than expec.ted rates of return. Recoverabnit)' of all such irwestments in rates may be $Ubject to prudence review at the
fERC. While we believe tl1at all of such cost$ bave been aod will be pmdemly incurred., we cannot predict the outcome of future reviews should
they occur.
In addition , our transm ission projects may be delayed or displaced by new generntiOll facilit ies, which could result in reduced transmission capital
investments, reduced earnings, and limited future growth prospects,
Many of our transmission projects l!fe expected to help 11Jl eviate identified reliabi lity issues and reduce customers' costs. However. it: due lO
economic eveuts or factors or further regulatory or other delays. the in-service date for one or more of these projects is delayed. there may be
increased risk.of fail ures in the electricity transmission system and supply intem1ptions or blackou ts. which cou ld have an adverse effect 011 our
earnings.
The FERC has followed a policy of provfdlng incentives designed to encourage the construction of new tr.ansrnission facil ities, including higher
r~turns on et]uity and allowing facilities underconstrnction to be placed in rate base. Our projected earnings and growth cou ld be adversely affected
were FERC to rednce these incentives in the furure below the levels presently anticipated.
Increases .in electric and gas prices a nd /or a weak economy, can lead to changes in legislati\'e a nd rcg ulutory policy promoting increased
energy efficiency, conserva tio n, a nd self-genera tion and/or a reduction in o ur customers' abili ty to pny their bills, w hich may ad versely
impact· our busfoess.
fa1ergy consumption is sigrdficantly impacted by the general level of ecQuomic activity and cost of' energy supply. Economic downnrms or periods
Of high energy supply costs ty picall y cau lead to the development oflegislative and regulatory policy designed to promote reduc.tions in energy

consumption and increased energy efficiency and sel f-geuerat ion by customers. This focus on conservation, energy eflic.iency and self-generation
may resu lt io a decline in electricity and natural gas sale$ in our service territories. l f nny such declines were 10 occur wilhou t car.responding
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adjuslments i.J1 rates at our Regulated comp<mies that do not currently have revenue decoupling, then our revenues would be reduced and our future
growth prospet'ts would be limited.
In addition. a period of prolonged economic weakness could impact customers' ability to pay bil ls in a timely manner and increase cusromer
bankruptcies. which mny lead to increased bad debt expenses or other adverse effects on our financial position, results of operations or cash flows.
Changes in regulatory and/or legislative policy could negatively im pact o ur tra nsmission pliuining a nd cos t allocation rules.
cn1e existing FERC-approved New England transmission tariff allocates the costs of tran smission facilities that provide regional benefits to all
customers of participating transmission -owning utllities. As new invesunent in regional transmission infrastructure occurs in any one s tate. itS cost is
shared across New England in accordance with a FERC approved fonuula found in the transmi ssion tariff Al] New tngland tran smiss ion owners'
agreement to this regional cost al .location is set forth in the Transmission Operating Agreement. T his agreement cai1 be modified with the approval of
a majority of the transmission owning utilities ai1d approval by l'ERC" Jn addition. other parties, such as state regu lators, may seek certain changes to
the regional cost 1tllocation formula which co uld have adverse effects on the rates our distribution companies charge their retai l customers.
FERC has issued ru les requiring all regiona l transmission organizations and tran$111ission owning utilities to make comp liance changes to thei r tariOS
and contracts in order to further encourage the construction of transmission for generation , in cluding renewable generation. This compliance will
require ISO-NE and New England transm ission owners to develop methodologies that allow for regional planning and cost allocation for
transmission projects chosen in the regional plan that are designed to meet public policy goals such as reducing greenhouse gas emissions or
encoun1ging renewable generation. Such compliance may also allow non-incumbent utilities and other enticies tu participate in the plannfng and
construction of new proje1.1s in our seTVice area and regionally.
Changes in the Transmission Operating Agreement. the Ne,v Englnnd Transmission Tariff or legislmive policy, or iinplementation of these new
PERC planning rules. co\lld adversely affect our transmission planning, our camings and o\]r prospecrs fbr growth.
C h anges in regul atory o r legis la tive policy o r unfavor a ble outcomes in regula tory proceed ings cou ld jeopardize ou r full und/or timely
recovery of costs incurred by our regu la ted d istrib ution u nd gc nerntion bus inesses.
Under state law, our Regulated companies are entitled to charge rates that are sufficient to allow them an opponunity w recover their reasonable
operating and capital coses, to attract needed capital and maimain their financial imegriry. while also protecting relevant public intcr<~~ts. Each of
these companies prepares ai1d submits periodic race filings with 01cir respec1ive state regulatory commiss ions for review and approval. There is no
assurance that these state commissions will approve the recovery of all such costs incurred by our Regulated companies. such as for co nstruction,
operation and maintenance, as well as a retum on investment on their respective regulated assets. The amount of costs incurred by the Regu lated
companies. coupled with increases in fuel and energy prices. could lead to consumer or regulatory resistance to the timt:ly recovery of such costs.
lhcreb)' adversely affecting our financial position. results of operations or cash flows.
Additionally, state legislators may enact laws that significantly impact our Regulated com panies' revenues, including by mandating electric or gas
r11te relief and/or by requiri11g surcharges to customer bills 10 support state programs not related to the ut ilities or energy policy. Such increases could
pressure overall rates to our custon\ers ru1d our routine requests to regulators for rate relief.
Jn addition, CL& P, NSTAR Electric and WMECO procure energy for a substantial portion of U1eir customers' needs via requests for proposal on an
annual , semi·arn1ual or quarterly basis. CL&P, NSTAR Electric and WMECO receive approval to recover the cos ls of lhese contracts Crom the
PURA and DPU. respectively. Whi le both regu latory agencies have consistently approved the solicitation processes. results and recovery of costs,
managem ent caiu1ot predict the outcome of future solicitation efforts or the reg,ulacory prol'.eedings re lated thereto.
PSNH meecs most of its energy requirements through its own ge.neration resources and fixed-price forward-purchase conrracts. PSNH's remaining
energy needs are met primaril y through spot market purchases. U nplanned forced outages of its generating plants could increase the level of energy
purchases needed by PSNH and therefore increase the market risk associated with procuring th.e energy to meet its requirements. PSNH recovers
these costs through its ES rate. subject to a pn1dence re view by the N HPUC. We cannot predict the omcome of future regu latory proceedings re lated
io recovery oflhese costs.
O u r good will is valued and reco rded at an am ount tha t, if im paired nn d written down, could a dversely affect our future op era ting res ults
a nd total ca pita liza tion.
We have a significant amount of goodwill on our consolidated balance sheeL The carrying value of goodwill represents the fair V'dlue of an acquired
business in excess of ident ifiable assets and liabilities as of the acquisition date. As of December 31, 2014, goodwill totaled $3.S billion, of which
$3.2 billion was attribucable to lhe acquisition ofNST AR in April 2012. Total goodwill represented approximately 35 percent ofour $10 billion of
shareholders• equity and approximately 12 percent of our tot-al assets of$29.8 billion. We test our goodwill ba lances for impaim1ent on an ammal
basis or whenever evems occur or circumsrances chaiige that would indicate a potential for impaim1em. A de1em1ination that good\'\"ill is deemed to
be Impaired wou ld result in a non-cash charge that could macerially adversely affect our results of operations and total capitalization. The annual
goodwill impainnent tes c in 2014 resulted in a conclusion that goodwill is not impaired.
Severe storms co uld cause s ig nificant dam age to any of o u r facilities requir ing extensive expenditures, th e recovery for which is su bject to
app1·oval by regulators.
Severe weather. such as ice and snow scorms, hurricanes and other nawral disasters, may cause outages and property damage, which may require us
to incur additional costs that may not be recoverable fi'oin customers. 111e cost ofrepairing damage to ou r operating subsidiaries' facilities and the
potential disruption of their operations due to storms. natural disasters or other catustroph ic events could be s ubs tantial, panicularly as customers
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demand bcner and quicker response times to outages. If, upon review, any of our stale regu latory authorities finds that our actions were imprudent,
some of those restoration costs may not be recoverable from customers. The ioabllity to recover a significant amol.lol of such costs could have im
adverse effuct on our financial position. results ofoperations and cash flows.

' l' a nd its utili ty subsidiaries are exposed to signifi cant reputational risks, which make t hem vulnerable to increased regulatory oversight 01•
ot her sa nctions.
Because utility companies, Including our electric and natural gas utility subsidiaries, liave large consumer customer bases. they are subject to adn·rse
publicity focused on the rdiability of their distnbution services and the speed with which the)' are able to respond 10 elecrric outages. naniral gas
leaks and similar intem1ptions caused by stom1 damage or other unant icipated events. Adverse publicity of this nature could halUl the reputations of
NU and its subsidiaries, and may make state legislatures, utility commissions and oth1:r regulatory authorities less likely to view NU and its
subsidiaries in a favorable light,, and may cause NU and its subsidiaries to be subject to less favorable legislative and rcgulatOIJ' outcomes or
increased regulatory oversigJ11, Unfavorable regulatory outcomes can include more stringent Jaws and regulations governing our operations, such as
reliability and customer service qualil) standards or \.cgctation management requirements. as well as fines. penalties or other sa11ctions or
requirements. The impositi011 of any of the foregoi.t1g could have a material adverse effect on our business. results of operutions, cash flow and
financial condition of NU and each of its utilit y subsidiaries.
Limits on our access to and incrcuscs in the cost of capital may ad\lc rsely impact our a bility to execute our business plan.

We use short-term debt and the long-tenn capital markets as a significant source or liquidity and funding for capital requirements not obtained from
our operating cash flow. If access to 1.hcse sources of liquidity becomes constrained, our ability 10 implement our business strategy could be
adversely aflected. In addition. big.her interest rntes would iucrease our cost of borro\\~ng, which could adversely impact our results of operations. h
downgrade of our credit ratings or events beyond our comrol. such as a disruption in global capital and cn.:dit markelS. could increase our cost of
borrowing aod cost of capital or restrict our ability to access the capital markets and negatively aftect our ability to maintain and to ei-'Pand our
businesses.
Our counterpar tie$ may not meet thei r obliga tions to us or may elect to c..u rci~e their term ination r ights, which could ad\lerscly affect our
ea rnings.
We are exposed to the risk that counterparties to various arrangements who owe us money. have contrat'ted to supply us with energy, coal, or other
commodities or services, or who work with us as strategic partners. including on significant capital projects, wi ll not be able to perform their
obligations, will terminate such an·ar1ge111ents or, with respect to our credit facilities, fai l ro honor their commitments. Should any of these
counterpartics fail to perform their obligations or terminate such arrangements, we might be forced to rep lace the underlying commitment at higher
market prices and/or have to delay the con1pletion of, or cancel. a capital project. Should any lenders under our credit facilities fail to perform. the
level of borrowing capacity under those arrangeme1its could decrease. In any such events, our financial position, results of operations, or cash nows
could be adversely affected.
Judicial or reg ulatory proceedings or changes in reguhttory or legislative policy could jeopardize full recovery of costs incurred by PSNH in
constructing the Clean Air Projec t.
Pms1,1am Lo New Hampshire l11w, PSNH placed the Clean Air Project in service at its Merrimack Station. PSNH's recovery of costs in constructing
the project is subject to prudence review by the NHPUC. A material prude11ce disal lowance could adversely alfect PSNH's financial position, resu lts
of operations or cnsh nows, While 1.ve believe we have prudenl.ly incurred al l expenditures to date, we cannot predict the outcome of any prudence
reviews, Our projected earnings and growth could be adversely affected were the NllPUC to deny recovery of some or all of PSNH's investment in
ihc project.
The loss of' key personn el or t he in11bili ty to hi re and reta in <111alificd employees co uld ha\'e a n ad\'erse effect on our business, financial
position and results of oper ations.
Our operations depend on the continued efforts of our employees. Retaining key employees and maintaining the ability to attract new employees are
important to both our operational and financjal perfonnance. We cannot guarantee that any member of our management or any key employee at the
NU parent or subsidiary level will continue to serve in any capacity for any particular period of time. In addition, a significam portion ofour
workforce. including mauy workers with specialized skJ11s maintaioing and servicing the elecrtical infrastructlLTC. will be eligible to retire over the
next five to ten years. Such highly skilled individuals cannot be quickly replaced due to the technically complex work iliey perfonn. We have
deve loped strategic workforce plans to identify key ftmctions Rnd proactively implement plans to assure a ready and qualified work.force. but cannot
prediut the impact of these plans on our ability to hire and retain key employees.
Ma rket perforn111nc.e or changes in ussumptions r equi re us to ma ke significa nt co nt ributions to our pension a nd other post retirement benefi t
pla ns.
We provide a defined benefit pension plan and other posrretirement benefits for a substantial number of employees. former employees and retirees.
Our foture pension obligations, costs and liabilities are highly dependent on a variety of factors beyond our control. These factors include estimated
investment returns, interest rates, discount rates, health care cost trends, benefit changes, salary increases and the demographics of plan participants.
l four assumptions prove to be inaccurate, our fature costs could increase significantly. In 20 14, NU made contributions to the Pension Plans
totaling $171.6 million. We expect to make contributions in 2015 totaling $155 mi llion. hi. addltlon, various factors, including underperforutaoce of
plan investments and clianges in law or regulation, coul d Increase the amount of contributions required lo fond ou r pension plan in the
foture. Addi tional large funding requirements, when combined with the financing requ irements of our construction program, could impact the timing
and amount of future equity and debt financings and negatively affect our financial position, results of operations or cash nows.
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Costs of com pliance with environ menta l regulations, including climate change legislation, m ay increase and have an adverse effect on our
business and results of ope rat ions.
Our subs idiaries' operations are subject to eiaensive federal. state and local environmental statutes. rules and regulations that govern, among 01l1e r
things, air emissions, wa te r discharges and the management of hazardous and solid waste. Compliance with these requirements requires us to incur
significant costs relating to e nvironmental monitoring , installation of pollution control eq uipmen t. emission fees. maintenance and upgrading of
facilities. remediation and pennitting. T he costs of compliance with existing legal requirements or legal reqtliremen ts nor yet adopted may iocrease
in the future . An increase in such costs. unless promptly recovered. could have an adverse impact on ou r business and our fioancial position. resul ts
of operations or cash flows.
hi add ition, global climate change issues have ret:eived an increased focus from federal and state govemments, including EPA's proposed drnfl
carbon pollution emission guidelfnes for exist ing utility generating u11its. which could potentially lead to additional mies and regulations that impact
how 1ve operate our business, botb in terms of the power plaols we owp and operate as well as general ut il ity operations. Althoug h we would expect
tbnt any costs of these ru les and regulntions would be recovered from customers, their impact on energy use by customers and the ultimate impact on
our business wou ld be dependent upon tl1e specific ru les and reg\l lations adopted and cannot be detennined a l this time. The impact of these
additional costs to customers could lead to a further reduction in energy consumption resulting in 1:1 decline in electricity and gas sales in our service
territories, which would have an adverse i.mpac1 on our business and financ ial posi tion, results of operations or cash flows.
Any failure by us lo comply with environmental laws and regulations. even if due to factors beyond our contro l. or reinterpretations of existing
requirements. could also increase costs. Existing environm enta l laws and regul ations may be rev ist:d or new laws and regulations seeking lo protect
the environment may be adopted or become applicable to us. Revised or additional laws could result in signillcant addit ional expense and operating
restrictions o n our facilfties or increased compliance costs, wh ich may not be fully recoverable in distdhution company rates. The cost impact of any
s uch Ja,vs, nih:s or regulations would be dependent upon tb.e specific requirements adopted and cannot be detenn ined nt th is tim e. Por funher
infonnation, see llem I. Business - 01her Regufaio1y and Environmental Matters. included in this A1mual Report on Form 10-K.

As 11 holding company w ith no revenue-generating operations. NP parent's liquid ity is dependent on dividend s from its subsidiaries.
pri ma rily th e Regu lated com panies, its com mercial pape r program, an d its abili ty to access the long•term debt and equity capita l markets.
NU parent is a holdi11 g company u11d as such, has no reven ue-generating operations or its own. Jts ability 10 meet its debt service obligations and to
pay divid.:nds on its common shares is largely dependent on the ability of its subsidiaries to pay dividends to or repay borrowing$ from NU parent.
and/or NU parent's ability to access its commercial paper program or the long-cenn debt a11d equity capital markets. Prior to funding NU parent, the
Regulated compan ies have financial obligations that must be satisfied, including among others. their operating expenses, debt service, preferred
dividends (in the case of CL&: P an d NSTAR E lectric), and ob)jgations to trade creditors. Additionally. the Regulated com panies could retain their
free cash fl ow to fund tl1efr capital expenditures in lieu of receiving equity contributions from NU parenl. Should the Regulated companies not be
able to pay divideads or repay funds due to NU parent. or if NU parent cannot access its commercial paper programs or tb.e Jong-term debt and equity
capital markets. NU paren t's abfiity co pay interest. dividends and its own debt obligations would be restricted"
Jtcm 18.

l' n res olvcd Staff Com men ts

We do not have any unresolved SEC sea ff commeots.
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Item 2.

Properties

Transm ission and Distribution System
As of December 3 I, 2014, NU and ou r electric o perating subsidiaries owned the following:
Electric

NU

Electrk
Transmission

Distribution

Number of substations owned
Transformer capacity (in kVa)
Overhead lines (distribution in pole mi les and
transmission in circuit miles)
Capacily range of overhead lransmission lines (in kV)
Underground lines (distribution in conduit bank miles and
transmission iTI cable mi les)
Capac ity range of Ltnderground transmission lines (in kV)

17, J 17,000

48,496
NIA

3,880
69 to 345

16,770
NIA

408
69 to 345

CL&P

Number of substations owned
Tl'ansfonner capacity (in k Va)
Overhead lines (distribution in
pole miles and transmission
in circuit miles)
Capacity range of overhead
rransmission lines (in kV)
Underground lines (dfs1rib11tion
in conduit bank miles and
transmission in cable iniles)
Capacity range of under!,'l"Ound
rransm ission lines (in l'V)

63

5 13
40,853,000

PSNA

WM ECO

NSTA R Elc<lrk
Distribution
Transmission
21
133
11,381 ,000
10.065,000

Distribution
155
5.2.18.000

Transmission
16
3,868.000

Distribution
43
5,172.000

Transmission
7
67,000

14,338

742

11,987

l ,027

3.795

481

69 to 345

NIA

115 to 345

NIA

11 5 to 345

Nii\

69 to 345

1, 186

137

13,496

260

1,795

293

10

NIA

69 ro 345

NIA

115 to 345

NIA

NIA

11 5

Distribution
182
19.082,000

Transmission
19
3,117,000

18,376

1,630

N/A

NO
Underground and overhead li ne transformers in service
Aggregate capacity (in kYa)

622,104
35,196,926

CL&P
287.641
15,118,641

NSTAR
Electric
123,997
10,828,218

l 15

PSNH
167,703

WM ECO
42,763

7,122,928

2, 127, 139

Electric Generating Plants
As of December3 I, 2014, PSNH owned the following electric generatin g plants:

Tvpe of Plant
Steam Plams
Hydro
Internal Combustion
B iomass
Total PSNH Generating Plant

Ntunbcr
of Units
5
20

5
l
31

Year
Instal led
1952-74
190 1-83
1968-70
2006

Claimed Capabi lity*
(kilowatts)
935,343
58, l 15
101 ,869
42,594
1, 137 921

Claimed capability represents w inter ratings as of December 31, 2014, The combined nameplate capacity o f the generating plants is
approximately 1,200 MW.
As of' December 3 1, 20 14, WMECO owned the following electric generating plants:

Type of Plant
Solar Fixed Ti lt, Photovoltaic

°

Number
of Sites

3

Year

Claimed Capability 0

Install ed
2010-14

(ki lowatts)
8,000

Claimed capability represents the d irect current nameplate capac ity of the plant.

CL&P and NSTAR Electric do not own any e lectric generating plants.
Natural Gas Distribution System
As of December 31. 2014, Yankee Gas owned 28 active gate stations. 20 I district regulator stations. and approximately 3,300 miles of natural gas
main pipeline. Yankee Gas also owns a liquefaction and vaporization plant and above ground storage tank with a storage capacity equivalent of l .2
Bcfofnaturnl gas in Waterbury, Connect icut.
As of December 3 l , 20 l4, NSTAR Gas 0'~~1ed 20 active gate stations, 162 district regulator stations, and approx imately 3,230 mi les of natural gas
main pipeline. Hopkinton, another subsidiary of NU, owns a satellite vaporization plant and above g round storage tanks in Acushne t, MA. ln
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addition, Hopkinton owns a liquefaction and vaporizatio11 plant wilh above ground storage tanks in Hopkiuton. MA. Combined. the two planis' tanks
have an aggregate storage capacity equivalent to J.5 Bcf of natural gas {hat is provided to NSTAR Gas under contract.
Franchises
CL&P Subject to the power of alteration. amendment or repeal by the General Assembly of Connecticut and subject to certain approvals. pennits
and consents of public aulhori1y and others prescribed by statute. CL&P has. subject to ceru1in exceptions not deemed material. valid franchises free
from burdensome restrictions co provide e lectric transmission and distribution services in the respective areas in '-'hicb it is now supplying such
service.
fn addition to 1l1e right to provide e1ec1tic transmission and distribution services as set forth above, tl1e fraochises ofCL&P inchtde, among others,
limited rights and powers, as set forth under Connecticut law and the special acts of the General Assembly constitutin g its charter, 10 manufacture.
generate. purchase and/or sell ele<.irieity at retail, including to provide Standard Service. Su pplier of Last Resort service aml backup service, to sell
electridty at wholesale and to erect and maintain certain facilities on publi c highways und grounds, all s ubject to such uonsents and approvals of
public-authority and others as may be required by law. The franchises ofCL&P include the power of eminent domain. Connccticul law prohibits an
electric distribution company from owning or operating generntion asse.ts. However, under "An Act Concerning Energy Independence," enacted in
2005. CL&P is penuitted to own up to 200 MW of peaking facilities if the PURA determines that such facilities will be more cost effective than
other optious for mitigating FMCC and Locational Installed Capacity (LJCAP) costs. ln addition, under "An Act Concerning Electricity and Energy
El1iciency_" enacted iu 2007_ an electTic distribution company, such as CL&P, is permitted to purchase an existing e lectric generating plant located in
Connecticut that is offered for sale, subject to prior approval from tl1e PURA and a determination by the PURA that such purchase is in tl1e public
interest. Finally, Coimecticut law also allows Cl&P to submi t a proposal to tl1e DEEP to build, oi,~1 or operate one or more generation facilities up
to l 0 MWs using Class l renewable energy.

NSTAR Electric a nd NSTAR Gas Through their charters, which are unlimited in Lime, NSTAR Electric and NSTAR Gas have the right to engage
in the business ofdelivcring and selling electricity and natural gas within their respective service territories, and have powers incidental thereto and
are entitled to all the. rights and privileges of and subject to the duties imposed upon e lectric and naniral gas companies under Massachusetts laws.
The locations in public ways for electric transmission and distTibution li11es and natural gas distribution pipelines are obtained from municipal and
other state authorities who. in granLiog these locations, act as agents for tbe state. In some cases tbe actions of these authorities are subject to appeal
to the DPU The rights to these locations are not limited in time and are subject to the action of these authorities and the legislature. Under
Massachusetts law, with tl1e exception ofmw1icipal-0\\~1ed utilities, no otl1er entity may provide e lectric or natura l gas delivery service to retail
customers within NST AR's service territory without the written consent of NSTAR Electric and/or NSTAR Gas. This consent musl be filed with the
DPU anti the municipality so affoc.ned.
The Massachusetts restructuring legislation defines service rerrrtories as those territories acn1ally served on July I, 1997 and following municipal
boundaries ro the extent possible. The rc-.struc.naring legislation further provides that until tem1inated by Jaw or othenvise, distribution compan ies
shall have the exclusive obligation to serve all retail customers within thefr service territories and no other person shall provide d istribution service
\\~thin such service territories without Lhe written consent or sucb disllibution companies. Pursuant to the Massachusetts restructuring legislation. ll1e
DPU (then. the Departmt:nt ofTelt:communications and Energy) was required to define service territories tbr each. distnoution company., including
NSTAR Electric. 1'he DPU s ubsequently determined that there were advantages to the exclusivity of service territories and issued a report to Lhe
Massachusetts Legislature recommending against, in this regard, any changes to the restructuring legislation.
PSNH TJ1e NHPUC, pursuant to statu tory requirements. bas issued orders granting PSNll exclusive fr1111chises to distribute electrici ty in the
respective areas ii1 wb ioh it is now supplying such service.
Jn addition lo the right to distribute e lectricity as set forth above, the franchises of PSNH include, among others, rights and powers to manufacture,
generate, purchase, and transmit e lectricity, to sell e lectricity at wholesale to other utility companies and municipalities and to erect and maintain
certain facilities on certain public highways and grounds, all subject to such consenis and approvals of public authority and others as may be required
by Jaw. PSNH's status as a public utility gives it· the abill1y to petition the NHPUC for the right 10 exercise emi.ncnt domain for its transmission and
distribution serv ices in appropriate circumstances.
PSNH is also subject to certa in regulatory ove rsight by tlte Maine Public Utilities Commission and the Yenuont Public Service Board.
WMECO WMECO is authorized by its uharter to conduct its eleotric business in I.he territories served by it, and has locations in the public
highways for transmission and distribution lines. Such locations are granted pursuant to the laws of Massachusetts by the Department of Public
Works ofMassachusctts or local municipal authorities and are of unlimited duration. but· the rights thereby granted are not vested. Such locations are
for specific lines only and for extensions oflines In public highways. Funher similar locations must be obtained from U1e Department of Public
Works ofMassachusens or tl1e local municipal authorities. In add ition. WMECO has been granted cnscments for its lines in the Massachusetts
Turnpike by the Massacht1sctts T urnpike Authority and pursuant to state laws. has the power of eminent domain.
The Massachusetts restructuring legislation applicable to NSTAR Electric (described above) is also nppl icable to WMECO.
Yankee Gas Yankee Gus holds valid rranchises to sell natural gas in tl1e areas in which Yankee Gas supplies natural gas service, which it acquired
eiU1er directly or from its predecessors in interest. Generally. Yankee Gas holds franchises to serve customers in areas designated by those franchises
as well as in most other -areas throughout Com1ecticu1 so lon_g as those areas are not occupied and served by another natural gas utility under a valid
franchise of its own or are not su~jecl to an exclusive franchise of another natural gas utility .. Yankee Oas' rranchises are perpetual buc remain subject
to the power of alteration, amendment or repeal by the General Assembly of the State-of Connecticut, the power of revocation by the PURA and
certain approvals, pennits and consents of public authorities and others prescribed by stat1tte. Generally. Yankee Gas' franchises include, among
other rights and powers, the right and power to manufacture, generate, purchase, transmit and disLnbute natural gas and to erect and maintain certain
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faci lities Oil public highways and grou nds, and the right of eminent domain, all subject lo s11ch consents and approvals of public authorities and others
as may be required by law.
Item 3.

Lega l Proceedings

I,

Yankee Companies v. U.S. Department ofEncrgv

DOE Phase I Damages - In 1998, the Yankee Companies (CY APC. YAEC' and MYAPC') filed separate com plaints against the DOE in the Court of
Federal Claims seeking monetary damages resulting from the DOE's fail ure to begin accepting spent nuclear fuel for disposal by January 31, 1998
pursuant to the tenns of the 1983 spent foe! and high level waste disposal contracts between the Yankee Companies and the DOE (DOE Phase I
Damages). Phase 1 covered damages for the period 1998 through 2002. Following multiple appeals and cross-appeals in December 2012. the
judgment awarding CYAPC $39.6 mfllion. YAEC $38.3 million and MY APC $8 1. 7 million became final.
In January 2013, the prOct<eds fi'om lhe DOE Phase 1 Damages Claim were received by the Yankee Companies and transfem:d to each Yankee
Company's respective decommissio1\ing trust

fn Ju11e 2013, FERC approved CYAPC. YAEC and MY APC to reduce rates in their wholesale power contracts through the application of the DOE
prooeeds for the benefit of customers. Changes to the terms of Uie wholesale power contracts became effective on July I. 2013" In accordru1ce witl1
the FERC order. CL&P, NSTAR Electri c, PSNH and WM.ECO began receiving the benefit of the DOE proceeds, and the benelits have been pitssed
on to customers.

On September 17. 2014, in accordance with the MYAPC refund plan, MYAPC returned a portion of the DOE Phase I Damages proceeds to the
member companies. incl uding CL&P. NSTAR Electric, PSNH. and WMECO. fn the amount of$3.2 mi llion. s; I. I million. $1.4 million and .'b0.8
mnlion, respectively.

DOE Phase II Damages - In December 2007, the Yankee Companies each filed subsequent lawsuits aga inst tl1e 00'1; seeking recovery of actual
damages incurred related lo the alleged fai lure oftl1e DOE 10 provide for a pennanent facility to store spent nuclear foe! generated in years 2001
through 2008 for CY APC and YAEC and from 2002 through 2008 for MY APC (DOE Phase II Damages). l 11 Nove mber 2013. the court issued a
final judgment awarding CY A PC $126.3 million, YA.EC $73.3 million, and MYAPC $35.8 million. On January 14, 2014, the Yankee Companies
received a letter from the U.S. Department of.Justice stating that the DOE will not appeal the coun's final judgment.
ln March and April 20 14, CY APC, YAEC and MYAPC rece.ived payment of$126.3 million, $73.3 million and $35.8 million, respectively, of the
DOE Phase If Damages proceeds and made the required infonnational filing with FERC in accordance with the process and methodology otnlined in
the 20'13 FERC order. Tbe Yankee Companies returned the DOE Phase II Damages proceeds to the member companies, including CL&P, NSTAR
Electtic, PSNH, and WMECO, for the benefit of their respective customers, on June I, 2014. Refunds to CL&P's, NSTAR Electdc's, PSNH's and
WMECO's customers for these DOE proceeds began in the third quarter of 2014.

DOE Phase fl! Damages - In August 2013, the Yankee Companies each filed subsequent lawsu.its against the DOE seeking recovery of acmal
damages incurred in the years 2009 through 2012. The presiding judge issued a Pre-Trial Scheduling Order on September 3. 20 14 that set the case
for trial from June30 to July 2, 2015. The Order also established January 5, 2015 for the close of fact discovery and Miirch 30, 2015 as the close of
expert discovery. Expert discovery is ongoing.
2.

Conservan'on Law Foundation v. PSNH

On July 21, 20 11. the Conservation Law Foundation (CLF) filed a citizens suit under the provisions of Lhe federal Clean Air Act against PSNH
alleging permitting violations at the company's Merri.mack geoerati.ng station. l11e suit alleges Lbat PSNH failed lo bave proper per'Ulits for
replacement o'f the Unit 2 rnrbine at Merrimack, i1\sta llation of activated carbon injection equ1pment for the unii._ and violaied a permit condition
concerning operation of the electrostatic precipitators at the station. On September 27, 20 12. the federal court dismissed portions of CL F's suit
pertaining to tbe installation of activated t--arbon injecLioo and the electrostatic precipitators. CLF filed an amended complain t 0 11 May 28. 1013,
related 10 routine maintenance of the boiler performed in 2008 and 2009. The suit seeks injunctive relief, civil penalties, and costs. CLF has pursued
similar claims before tl1e NHPUC, the N.H. Air Resources Council, and tl'le N.H. Site Evaluation Committee. all of which have hecn denied. PSNH
believes this suit is without merit and intends to defend it vigorously. The deadlfne for summaryj udgment is November 2015. Trial is scheduled for
the spring of2016.

3.

Other Legal Proceedings

For further discussion oflegal proceedings, see I tern I, Business: ''-Electric Distribution Segment." "-Electric Transmission Segment," and "Natural Gas Distribution Segment" for iofonuation about various stale regulaltlry and rate proceedings. civil lawsuits related thereto, aud infonnation
about prOL~edings relating to power, transmission and pricing issues; ''- Nuclear Fuel Storage" for information related to high-level llUCle11r waste:
and•·- Other Regulatory and Environmental Matters" for infonnation about proc.eedings in volving st1rfacc> water and air quality requirements. toxic
substances and hazardous was Le, electric and magnetic fields, licensing ofhydroeleclTic projects, and other matters. In addition. see ltem IA, Risk
FacJors, for geMral i.nforrnation about several significant risks
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Item 4.

Mine Safety Disclosures

Noc appl icsbh::.

EXECUTI VE OFFICERS OF TH E REC ISTRA~T
The fo ll owing table sets forth the executive officers of NU as of February 18. 20 15. All of the Company's officers serve terms of one year a nd unul
their successors are elected a nd 4uali lied:
Name
Jay S. Buth
Gregory B . Butler
Christine M. Cam1ody*
James J. Judge
·n1ornas J. May
David R.. McHale
Joseph R. Nolan. Jr.•
Leon .t Olivier
Werner .L Schweiger

Age
45
57

52
59
67
54
51
66
55

Title
Vice Pres ident. Controller and Chief Accountin g Officer.
Senior Vice President and General Counsel.
Senior Vice President-Human Resources ofNUS CO.
Executive Vioe Presidem and Chief F inancial Officer.
Cbaimian of the Board. President and Chief Executive Of'licer.
Executive Vice Presidem and Chief Administrntive Officer.
Senior Vice President-Corporate Relations ofNUSCO.
Execu tive Vice President-Enterprise Energy Strategy and Business Development.
Executive Vice President and Chicf0pcrat1ng Officer.

* Deemed an execu tive officer of NU pursuant to Rule 3b-7 under the Securities Exchange Ac1 of1934.
Jay S. 8111h. Mr. Buth has served as Vice President. Colltroller and Chief Accounting Officer of NU. CL&P. NSTA R Electric, NSTAR Gas. PSNH.
WMECO, Yankee Gas and NUSCO since April I0. 2012. Previously, Mr. Buth served as Vice President-Accounting and Controller ofNV. CL&P.
PSNTI, WMECO, Yankee Gas and NUSCO from June 2009 until April 10, 2012. From .lune 2006 through January 2009, Mr. Bulb served as the
Vfce President and Controller for New Jersey Resources Corporation, an energy serv ices holding company that provides natural gas ond wholesale
energy services, includ ing transportation, distribution and asset management.

Grego(\' B. Butler. Mr. 8utlerbas served as Senior Vice President and Genernl Cou nsel of NU since May I. 2014, of NSTAR Elecrric, and NSTAR
Gas since April l 0 1 20 12. and ofCL&P. PSNH. WMECO. Yankee Gas and NUSCO since March 9, 2006. Mr. Butler has served as a Director of
NSTAR Electric and NSTAR Gas si nce April 10. 2012.. ofNUSCO sioce Nove mber 27. 2012, and ofCL&P, PSNT I. WMECO and Yankee Gas since
A pril 22. 2009. Mr. Butler previously served as Senior Vice PresidenL General Counsel and Secre1ary of NU from April 10, 2012 until May l , 20 14.
and as Senior Vice President mid General C0ttnsel ofNU from December I, 2005 to Apri l 10, 20 12. He has served as a DirecLor ofEversource
Energy Foundation, lnc. s ince December l, 2002.

C/11'/stine M. Carmody. Ms. Cannody has served as Senior Vice President-Human Resources ofNUSCO since April 10, 2012 and as a Director of
NUSCO s ince November 27, 2012. Ms. Carmody previous ly served as Senior Vice President-Human Resources ofCL&P, PSNH, WMECO aod
Yankee Gas !Tom November 27, 2012 to September 29, 2014, and ofNSTAR.Electric and NSTAR Gas from August I, 2008 to September 29, 2014.
and as a Director ofCL&P. PSNfl. WMECO and Yankee Gas from April 10. 20 1210 September29, 2014 and of NSTAR Electric and NSTAR Gas
from November 27. 2012 to September 29. 2014. Previously, Ms. Cam1ody served as Vice President-Organizational Effec_tiveness ofNSTAR.
NSTAR Electric and NSTAR Gas from June 2006 to August 2008. Ms. Cannady has served as a Director ofEversource Energy Foundation, Inc.
s ince April 10, 2012. She bas served as a Trustee of the NSTAR Foundation since August 1, 2008.

James J, Jt1dge, Mr. Judge has served as E.xecutive Vice President and ChlefFinancial Officer of l\ru, CL& P, NSTAR Electric, NSTAR Gas, PSNH
WMECO, Yankee Gas and NUSCO and as a Director ofCL&P, PSNH, WMECO, Yankee Gas and NUSCO s ince April 10, 2012 and ofNSTAR
Electric and NSTAR Gas since September 27, 1999. Previously. M.r. Judge served as Sel'l.ior Vice Pres iden t and Chief F inancial Officer ofNSTAR,
NSTAR Electric and NSTAR Gas from 1999 unti l Apri l 2012. Mr. Ju dge has served as T reasurer and as a Director of Eversouroe Energy
foundation, lnlt. since April 10, 2012. He has served as a Trustee of the NSTAR Foundation $i.l1ce December 12. 1995"

Thomas./. May. Mr. May has served as Chairm an of the Board of NU since October JO, 20 13. and as President ru1d Chief Executive Officer and as a
Trnstee ofNU; as Chainnan and a Director ofCL&P. NSTAR Electric, NSTAR Gas. PSNH, WMECO and Yankee Gas: and as Chairman, President
and Chief Executive Officer and a Director ofNUSCO since April I0, 2012. Mr. May has served as a DirectorofNST AR Electric and NSTAR Gas
since September 27, 1999. Mr. May p reviously served as Chainnan, President and Chief Executive Officer and a Trustee ofNSTAR. and as
Chairman, President and Ch.iefExeculive Officer of NSTAR Electric and NSTAR Gas until Apr il JO, 2012. He served as Chainnan, Ch ief Executive
Officer and a Trustee s ince NSTAR was formed in 1999. and was elected President in 2002. Mr. May has served as Chairman oflhe Board of
Eversource Energy Foundation, IJl C. since October 15, 2013, and as a Director of Eversource Energy Foundation, Inc. since April I0, 2012. He
previously served as President ofEversource Energy Foundatio1'(. Inc. from October 15, 20 13 to September 29, 2014. He bas served as a Trustee of
the NSTAR Foundation since August 18. 1987.
David R. McHale. Mr. McH11le bas served as Executive Vice President and Chief Administrat ive Officer ofNU and NUSCO since AprO JO. 2012
and as a Director ofNUSCO since January I, 2005. Mr. McHak previously served as Executive Vice Presiden t and Chief Administrative Officer of
CL&P. NSTAR Electric, NSTAR Gas, PSNH, WMECO an d Yankee Gas from Apri l 10, 2012 to September 29. 2014 and as a Director ofNSTAR
Electric and NSTAR Gas from November 27, 2012 to September 29, 2014, of PSNH. WMECO and Yankee Gas from Jnnuary l , 2005 to
September 29, 2014, and of CL&P from January 15, 2007 to September 29, 20 14. Prev iously, Mr. Mel-la le served as Executive Vice President and
ChiefFinancial Officer ofNU, CL&P, PSN1-l, WMECO, Yankee Gas and NUSCO from January 2009 to April 2012, and as Senior Vice P resident
and Chief Financial Officer of NU, CL&P, PSNH, WMECO, Yankee Gas and NUSCO from Jan uary 2005 to December 2008. He bas served as a
Director ofEversource Energy Foundation, Inc. since January l, 2005. Mr. McHale has served as a Trustee of the NSTAR Foundation since
April 10, 2012.
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Joseph R. Nolan. Jr. Mr. Nolan has served as Senior Vice President-Corporate Relations ofNUSCO since April I 0, 2012 ru1d as a Director of
NUS CO since November 27, 2012. Mr. No lan previously serve.a as Senior Vice President-Corporate Relations of NSTAR Electric and NSTAR Gas
from April 10, 2012 to September 29, 2014, and ofCL&P, PSNH. WMECO and Yankee Gas from November 27, 2012 to September29. 20 14, as a
Director ofCL&P, PSNH, WMECO and Yankee Gas from April 10, 20 12 to Septernb<!r 29, 2014 and of NSTAR .Electric and NSTAR Gas from
November 27, 20 12 lo Sept.ember 29, 2014. Previously, Mr. Nolan served as Senior Vice President-Customer & Corporate Re lations of NSTAR,
NSTAR Electric and NSTAR Gas from 2006 until April lO, 2012. Mr. Nolan has served as a Director of Eversource Energy F'oundation, Inc. since
April I0, 20 12, and has served as Execu1ivc Director ofEversource Energy foundation. Inc. since October 15. 2013. He l1as served as a Trustee of
lhe NSTAR Foundation since October I. 2000.
I.eon./. Olivier. Mr. Olivier has se.rved as Execu tive Vice President-Enterprise Energy Strategy and Business Development ofNU since
September 2, 20 14 and as a Director ofNUSCO since January 17. 2005. Mr. Olivier previously served as Execmive Vice President and Chief
Operating Officer of NU and NUS CO from May 13. 2008 until September 2. 2014. aod as Chief Executive Officer ofNSTJ\R Electric and NSTAR
Gas from April JO. 2012 untH Augusl 11. 2014. ofCL&P. PSNH. WMECO and Yankee Gas from January 15, 2007 to September 29, 2014. and of
CL&P from Septemb~r J0. 200 I to September 29. 2014, and as a Director ofNST AR Electric and NSTAR Gas from November 27, 2012 to
September 29. 2014. of PSNH. WM EC'O and Yankee Gas from January 17. 2005 w September 29, 2014, and of CL&P from September I 0, 200 I to
September 29. 2014. Previously. Mr. Olivier served as Executive Vice President-Operations of NU from febniary 13, 2007 to May 12, 2008. He
has served as a Director of Eversource Energy Foundation, lnc. since April 1, 2006. Mr. 01 ivier has served as a Trnstee of t·he NSTAR Foundation
since April 10. 2012.
Werner J. Schweiger. Mr. Schweiger has served as Execu tive Vic.e President and Chief Operating Officer ofNU since September 2. 2014 and of
NUSCO since August 11 , 2014, and as Chief Executive OfficerofCL&P, NSTAR ElectTic. NSTAR Gas. PSNH, WMECO and Yankee Gas since
August 11. 20 14, and as a Director ofNUSCO. NSTAR Gas and Yankee Gas since September29. 2014 and ofCL&P, PSNH. NSTAR Electric and
WMECO since May 28. 2013. I le previously served as Presidenl-Elecrric Distribution ofNUSCO from January 16, 20 13 until August 11 , 2014 and
as President ofNSTAR Eleclric from April 10, 2012 until January 16. 2013 and as a Director ofNSTAR Electric from November 27. 2012 to
January I 6. 2013. From February 27, 2002 until April 10, 2012, Mr. Schweiger was Senior Vice President-Operations of NSTAR Electric and
NSTAR Gas. Mr. Schweiger has served as a Di rector of Eversource Energy Foundation, Jnc. since September 29, 20 14. He has served as a Tnistee
ofthc NSTAR Foundation since April 25. 2002
PART JI
ltem5.

Market for the Registra nts' Co mmon E11uity, Related Stockholder Matters and Issuer Purchases of Equity Securities

(a)

Market l.nfonnation and (c) Dividends

l\lU. Our common shares are listed on the New York Stock Exc11ange. Effective Fe.bniary 19, 2015, the ticker symbol is "ES." The high and low
sales prices of our common shares and the dividends declared, for the past two years, by quarter, an: shown below.
Year

Quarter

High

20 14

First
Second
Third
Fourth

$

45.69
47.60
47.37
56.66

$

2013

First
Second
Third
F'ourtb

$

43.49
45.66
45.13
43.?5

$

Low
41.28
44.28
41.92
44.37
38.60
39.35
40.0l
40,60

Dividends
Declared

$

0.393
0.393
0.393
0.393

$

0.368
0368
0368
0.368

lnfonnation with respect to dividend restrictioos for us, CL&P, NSTAR Electric, PSNH. and WMECO is contained in Item 7, Management's
Discussion and Analysis ofFinancfal Condition and Results ofOperations, under the caption "Liquidity" and ltem 8. Financial Statements a11d
Supp/ementmy Data, in the Combined Notes to Consolidated Fi11ancial Sta1eme111s, within tl1is Annual Report on Forni l 0-K.
There is no established public trading market for the common stock ofCL&P, NSTAR Electric, PSNH and WMECO. All of the common stock of
CL&P, NSTAR ElecLric, PSNH and WMECO is held solely by NU.
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Common stock dividends approved and paid to NU during the year were as follows:
For th e Years Ended December 31,
2014
2013

(Millions ofDollars)

CL&P
NSTAR Electric
PSNH

171.2
253.0
66.0

$

WMECO

(b)

152.0
56.0
68.0
40.0

$

60.0

Holders

As of January 31 , 20 15, there were 44,860 registered common shareholders of our company on record. As of the same date, there were a total of
317,203,765 com mon shares issued.
(d)

Securities Authorized for Issuance Under Equity Compensation Plans

For information regarding securities authorized for issuance under equity compensation plans, see Item 12, Security Ownership ofCertain Beneficial
Owners and Management and Related Stockholder Matters, included in this Annual Report on Form 10-K.
(e)

Performance Graph

The performance graph below illustrates a five-year comparison of cumulative total returns based on an initial investment of$ ! 00 in 2009 in
Northeast Utilities common stock, as compared with the S&P 500 Stock Index and the EEi Index for the period 2010 through 2014, assuming all
dividends are reinvested.

Total Shareholder Return

$250
Northeast Utilities
__.__ EEi Index
--A--S&PSOO

$200

$150

,'
,'

, II. ,,,,.,.

,,,,.,.

,,,,.,.

.-.--~..,,..

-----·---"""'-----#('
/
/

EEI Index
S&PSOO

----

------ - ..,.-

,.:::.-

$100

Northeast Utilities

/

2009

2010

December31,
2011
2012

2013

2014

$100
$100
$100

$128
$107
$115

$150
$128
$117

$188
$148
$180

$246
$191
$205

$168
$131
$136
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Purchases of Equity Securities by the Issuer and Affiliated Purchasers
The following table discloses purchases of our common shares made by us or on our behalf' for the periods shown below. The common shares
purchased cons isl of open marke! purchases niade by the Company or an independent agent. These share transactions related to the Company's
Long-Term Incentive Plans

Ave rage
Price Puid
per S hare

Total Number of
Shnres J>urchased

Period

Totnl Number or Shares
l'urcliased as
Part of Publicly
Announced Phins or
Programs

Approx imnte Dollar
Va lue of S hnres tha1
May Yet Be Purchased Linder
the Plans and Prugrams (at
month end)

s

October I - Oc1obcr 3 I, 1014
November I - November 30, 2014

December 1 - Decem her 31, 20 14
To1al

6'2,976
62.976

50.91
50.91

s

Item 6. Selected Consolida ted Financial Oata
Nll Sclecrcd Consolidnted Finoncial Dula (Unuudit•tl)
1 /'ho,,sand< qf'Dollar.<,

<wocr1 porct111uget u1xl
201-1

1,,"Qn1flr(JJ'1 5/101'1! h~{()J'IJU111'111)

On tu:
Propeny, Plant and Equipment, Net
Tomi Assets
TNal Captlalizatton (bl (c)
Obligation.< Unde1· Cupltul L-easos (b)
Income Statement Onto:
Opernting Revenues
Net Income
Net Income Atltibutable 10 Noncontl'olling lntetem
Net htcomc Attributable to Controllius lnte1est
Common Sha re Outu:
Net lnoornc Ami butable to Controlling Interest:
Basic Eoming.s Per Common Share
Dilulcd Earnings Per Common Sharr
Weighted Average Colll/11011 Sha ~ Ourstandiog:

$

18.647.041

s

19,177,975

18.983.983
9.434

s

201 1
· <..->

2013

Balanc~ Sheet

17.576,186
21,795.531
18.(J77.274

s

IO.N4

16,605.0 10
'.!8.302.824
J?.;;56,111
l l.071

s

s

7,301,204
793.689
7.682
786,()07

s

6,273,787
533.077

s

525,945

s

2.49

$

2.49

s
s

l.89

s

$

7.741,856
827.065
7,519
819.546

s

$
$

2.59

2.SS

2010

20Jl

s

9,:567.726
14.471,601
8,627,\!8.S
12.236

4,465,657
400,513
5.8JO

s

s

394,693

s

4,898,167
394.107
6.158
387.949

s

122

s

1 .22

$

15.647.066
9,078,:>21
12,358

7. 132

l.90

10.403,065

s

, '0
2.19

Basic

316,136.748

315,S I f.387

277.209.819

177.410.167

176,636,086

Diluted

317,417.414

3 16,2 1 U(J(J

277,993 .63 1

177.804.568

176.885.387

Dividends De<:lared Per Common Share
Marker Mee - Closing (high) (d)
Market Price - Closing (low) (d)
Marker Price - C[oslng (end of yent) (d.)

B<>ok Vallie Per Cammon Share lend of year)
Tangiblr Boo!. Value Per Common Share \end of year) (e)

s
s
s

s

Rdtc of Retum E.mted on Average Common Equily (%) Ifl
Market-to-Book Ratio (end of year) (g)
Capitalization:
Total Equity
!'referred Stock, not subject to manilllrory rMemption
Lo11g-Tr1111 Debt (b) (c)

1.57

$

1.32

s

1.10

s

IA1
45.33

s

56.15

$

40.57

.\6.J I

41.52

5

38.67

s

3S.53

s
s

53.52

s

42.39

s

39.08

s

36.-07

31.47

s

30.49

$

2941

2037

s

19.32

s

18.21

s
s

2 1.-03

30.46

22.6S

s
s
s

s
s
s

1,03
32.05

M.78
31.88

21.60
19.97

8.4

8.3

7.9

10. 1

10.7

l.7

lA

1.3

16

l.5

53 °10
I

53 %
1
46
100 %

53%
1

46
100%

44 %
l

44 %
I

46

55
100%

100%

55

100%

The 1012 rcsul1s include the operatio11s of NSTAR beginning April JO, 2012.
Includes portions due within one year.
(cl Excludes RRBs.
(d) Marker price infonnation reflects closing prices as refle.:ted by the New York St.ock Exchange.
(e) Common $har<11older.;' Equity adjusted for goodwill and intangibles divided by total common shares outstanding.
(I) Net Income Atrributable to Conrrolling Interest divided by average Common Shareholders' Equity.
(g} The closing market prioc divldNI by the book value per share.

(a)
(b)

CL&P Selected Financial Oat• (Unaudiled)
(111011.<and; of/Joi/a/"$)
Operating Revenues
Nee lncomeCa!>]1 Dividends on Co11u11on Stock
Prppeny, Plant and Eqnipm<'lll. Net
Total Assets
Long-Tem1 Debt (a)
Prefen'Cd Srock Not Subject to Mandatory Redemprion
Obligations Under Capital Leases (11)

2014
2,692,582

287.754
171 .200
6.809,664
9.360J08
2.841.951
116,200
8,439

2013

s

2,442,34 1
179,4 12
l5 J,999
6.451,259
8,980.502
2,741 .208
116,100
9.309

s

2012
2,4(J7,449

s

2011
2.548,387

209.725

250.1 64

100.486
6, 152,959
9, 142.088
2,862.790
I l6.200
9,960

243..2 18
5.827.384
8. 791.396

2,583,753
116,200
J0,715

>

2010
2.999,102
244. J4j

117,69 1
5.586,504
8.255, 19'.?
2,58:>, 102
116,200

L0.613

(a) [ncludcs p<inions due within one year.
See the ('nmbi11etf Nm•.< 10 <;:vmo/1dmed Fi11on<'111/ Smlemtm• in tf\is Armual Repon 011 Fonn 10-K for a descriprion of an)• accoun'ling changes matMally nffccting tM comparability
of the infonnauon reflected in tbe tables above.
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NU Selecred Consolidated Saks Stu1ls1ics

2014
.Revenues: (T/lmm:imlJ)
Residtnlial
Commercial
Industrial
Wholesale
01her and Eliminations
Total Electric
Natural Gas
Total · Regula1ed Companies
Other and Eliminnrions
Total

s

3,288,313

s

2,471.440
348.698
447.899
97.090
6.653.440
1.002.880
7.656,320
85.536
7.74 1.856

Regul•ted Com1>anies- Sa les: (GWli)
Rtsidential
Commercial
Industrial
Wholesale
To1al
Regulated Companies - Customers:
Residenrial
Commercial
Industrial
Total Eltcrric
Na1ural Gas
To1al

2013

s

s

3,073.18 1
2,387.535
139,917
486.5 15
56,547
6,343.695
855.60 1
7,199,296
101.908
7.30 1.204

201 1

2012 "'

s

2, 731,951

s

1.604,661
753.974
357,223
130.137
5.577.946
572,857
6.150.803
122.984
6.273.787

s

2.091, 270
1,236,374
252,878
350,413
47.485
:3,978.420

2010
$

~30.799

4,409,219
56,438

s

4.465,657

s

2,336.078
1,346.228
268.598
506,473
(29,878)
4.427.501
434.277
4.861.778
36,189
4.898. 167

2 1.317
27,449
5.676
3,018
57,460

21.896
27.787
5,648
855
56. 186

19.719
24,537
5,462
2,154
51.872

14.766
14,628
4,418
1,020
34,832

14,9 13
14,836
4.48 1
3,423
37,653

2.7~4'°47

2,718,727
371.897
8,109
3,098,713
493.563
3,592,2%

2.711A07
370,389
8,179
3,090,075
483,770
3.573.845

1.710.342
199.i40
7,083
1,916.665
107,753
2. 124.418

1,704, 197
198.558
7,150
1,909,905
105.885
2.115.790

/Al'Cl'Of!B)

373,511
8,0)6
3.1 15,574
499,186
3,614,760

(a) The 2012 1·esuhs include 1he opemrions of NSTAR begi nning Apri l Ht, 2012.
CL& P Seleeted Sales St:ilistics
20lq
Reven ues : (/1m11.m11df)
Residential
Commercial
lndusnial
Wholesale
Olhtr
Total

s

2013

1,474. 181
879,343
149,220
146,787
43,051
2.692,582

s

s

1.294.160
780.585
129.557
219.367
18,672
2.442.141

20) I

2012
$

s

1.263.845
732,620
126, 165
214,807
70,012
2,407,449

s

s

1.345.290
758.1115
126.783
278.751
39,4 18
2.548,187

2010

s

s

1,597,754
853,956
144,463
441,660
(38, 731)
2.999, 10'2

Sales: ((;JV/I)
Residential
Commercial
lndusoial
W]lolesale
To1al
Customers: /Average)
Residential
C()mmercial
lnduslrial
Total

10,026
9,643
736
22,782

10.314
9,770
2,310
851
23.255

9.978
9.705
2,426
1.155
23.264

10.092
9.809
2,414
1,592
23.907

10, 196
10.002
2,467
3.040
25.705

1, 111.467
109,093
3 213
1.:m.113

l.l05,417
108,735
3.247
Ul7.399

1,103.397
108,589
3,301
l.215,287

l.l00,740
108,235
3.3'.3 1
1.2 12.306

1,096,576
107.532

2.377
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Item 7. Management's Discussion aod Analysis of Financial Condition a n d Results of Operations
NORTHEAST UTILITIES AND SUBSIDIARIES
The following discuss ion and analysis should be read iJ1 conjunction with our consolidated financial statemcn!S and re lated combined notes included
in this Annual Report on Form 10-K. References in this Annual Report on Form 10-K to "NU," the "Company," "we," "us," and "our" refer to
Northeast Utilities and subsidiaries. Our merger was effective April 10, 2012, and all subsequent results of operations and cash flows include
NSTAR and its subsidiaries throughout tJ1is Management's Discussion and Analysis ofFinancial Condition and Results af Operations. On
February 2, 2015, NU, CL&P, NSTAR Electric, PSNH and WMECO commenced doing business as Eversource Energy.
All per share amounts are reported on a diluted basis. The consolidated financial statements of NU, NSTAR Electric and PSNH and tJ1e financial
statements ofCL&P and WMECO are herein collectively referred to as the "financial statements." Refer to the Glossary ofTenns mcluded in this
combined Annual Repo11 on l~onn 10-K for abbreviations and acronyms used throughout this Management's Discussion and Ano~)1sis of Financial

Condition and Results ofOperations.
The only common equity securities that are publicly trnded are common shares of NU. The earnings and EPS o[ each business discussed below do
not represent a d irect legal interest in the assets and liabilities of such business but rather represent a direct interest in our assets and liab ilities as a
whole. EPS by business is a financial measure not recognized under GAAP that is calculated by dividing the Net Income Attributable to Controlling
Interest of each business by tl1e weighted average diluted NU common shares outstanding for the year. The discussion below also includes nonGAAP financial measures referenc ing our 2014, 2013 and 2012 earn ings and EPS excluding certain integration and merger costs related to NU's
merger with NSTAR. We use tJ1ese non-GAAP financial measu res to evaluate and to provide details of earnings by business and to more fully
compare and explain our 2014, 2013 and 2012 re.suits without including the impact oftJiese items. Due to the nature and significance of these items
on Net Income AtLributable to Controll ing Interest, we believe that the non·GAAP presentation is more representative of our financial performance
and provides additional and usefol information to readers of this report in analyzing historical and future performance by business. These non-GAAP
financial measures should not be considered as an alternative to reported Net lncome Attn1mtable to Controlling Interest or EPS detennined in
accordance with GAAP as an indicator of operating performance.
Reconciliations of tJ1e above non-GAAP financial measures to the most directly comparable GAAP measures of consolidated diluted EPS and Net
lne-0me Attributnble to Contro ll ing Interest are included under "Financial Condition and Business Analysis - Overview - Consolidated" and
''Financial Condition and BusiJ1ess Analysis - Overview - Regulated Companies" iJ1 Management's Discussion al'ld Analysis of Financial Condition
and Res11/1s ofOperations, herein.
F inancia l Condition a nd Bus iness Analysis
Executive Summary
The following items in th is executive summary are explamed 1n more detai l in this Management's Discussion and Analysis of Financial Condition

and Results ofOperations:
Results:
•

We earned $819.5 million, or $2,58 per share, io 2014, compared with $786 million, or $2.49 per share, in 2013. Excluding integration
costs, we earned $841.6 million, or $2.65 per share, i.n 2014 and $799.8 mil lion, or $2.53 per share, iJ12013.

•

Our electric distribution segment, which includes generation, earned $462.4 mi ll ion. or $1.45 per share, in 2014, compared with $427
million, or $1.35 per share, in 2013. Our transmission segment earned $295.4 million, or $0.93 per share, in 2014, compared with $287
million, or $0.91 per share, in 2013. Our nan1ral gas distribmion segment earned $72.3 mi ll ion, or $0.23 per share, in 2014, compared with
$60.9 million, or $0. 19 per share, in 2013.

•

NU parent and other companies had a net Joss of$10.6 million, or $0.03 per share, in 2014, compared with earnings of$! 1.l mi llion, or
$0.04 per share, in 2013, TI1e 20 14 and 2013 results reflect$22. I million, or $0.07 per share, and $13.8 mi ll ion, or $0.04 per share,
respectively, of integration costs.

Legislative. Regulatory, Policy and Other Items:
•

Pursuant to (he FERC orders issued and other developments in the pending base ROE complaint proceedings further described in the
"FERC Regu latory lssues - FERC Ba~e ROE Complaints" section of this Managemenl's Discussion and Analysis ofFinancial Condition
and Results ofOperations, the Company recorded reserves at its electric subsidiaries to recognize the potential financial impact of these
rulings and developments in both 2014 and 2013. The net aggregate after-tax charge to earnings totaled $22.4 million and $14.3 million in
2014 ai1d 20 13, respectively.

•

On September 16. 20 14. NU and Spectra Energy Corp announced Access Northeast, a natural gas pipeline expansion project Access
NortJ1east will euhai1ce the Algonquin ai1d Maritimes pipeline systems using existmg routes. NU and Spectra Energy Corp will have equal
ownership interest in tJ1e projet.i. On February 18. 2015, NU, Spectra Energy Corp and National Grid announced the addition of National
Grid as a co-developer the project for a total ownersh ip interest of20 percent, with NU and Spectra Energy Corp each owu.ing 40
percent. The total project cost, subject to FERC approval, is expected to be approximately $3 billion and has an anticipated in-service date
of November 2018.
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•

ln September2014, punmant to legislation enacted in 2014, the NHJ>UC opened a docket that required them to commence and expedite a
proceeding to determine whether all or some of PSNH's generation assets should be divested. An NH PUC progress report must he
comp leted by March 31 , 2015. In October 2014, the NH PUC concluded its hearings in lhe Clean Air Pr~ject prudence review to detennine
the prudent costs of PSNH's compliance with the law requiring scrubber installation. On December 26, 2014, PSNH requested that the
NHPUC stay 1his proceeding in order to allow discussions to take place with other significant parties to determine whether a collaborative
resolution of all issues was achievable. On January I 5, 20 15. I.he NH.PUC issued an order granting the motion to stay in this proceeding,
and settlement disc.ussions have ensued.

•

On December 17, 2014, PURA issued a final decision in CL&P's rate case, effective December I, 2014. for a total distribution rate increase
of$134 million. The distribution race increase included a revenue decoupling reconciliation mechanism. system resiliency costs, and,
pursuant to a March 12, 2014 PURA order approving such costs, the recovery of2()J I and 2012 stom1 restoration costs over a s ix-year
period. fn addition, CL&P began recovering the 2013 stonn costs and residual 20 12 Stonn Sandy costs over a seven-year period beginning
December l , 2014, Including lhe $65.4 mi ll ion of DOE Phase 11 Damages proceeds CL&P was allowed to 1:redit to its deferred s tolirt
costs, CL&P has now been approved to recover all ofits previously defeqed stonu costs in distributioo rates.

•

On December 3L2014, NSTAR Electric. NSTAR Gas and the Massachusetts Allomey General filed a comprehensive settlement
agreement with the DPU. The comprehensive settlement agreement included reso lution of the out.standing NSTAR Electric CPSL progrnm
lilings, the NSTAR Electric and NSTAR Gas PAM and energy efficiency-related customer billing adjustments reported in 20 12, and U1e
NSTAR Electric energy efficiency program filings regarding LBR. If approved by the DPU, NSTAR Elechic and NSTAR Gas will be
required to refimd a total of$44. 7 million to their respective customers, which was included in our regulatory liabilities as of December 31 ,
2014. Upon the DPU's approval, we wfll adjust our regu latory liabilities, which we expect \\~11 resu lt io ru1 after-tax benefit of
approximately $14 million. We expect a response from the DPU in the first quarter of2015.

l1quidi(v:

•

Cash and cash equivalents totaled $38.7 million as of December 31. 2014, compared with $43.4million as ofDecember 31 , 2013.

•

Investments in properly, plarll and equipment totaled $1.6 billion in 2014 and $1.5 billion in 2013.

•

Cash nows provided by operating activities totaled $1.64 billion in 2014, compnred with $.1 .66 billion in 2013. As compared to 2013. the
2014 operating ca~h flows were favorably impacted by approx imately $ 132 million in DOE Damages proceeds resulting from the spent
nuclear foe) litigation received by CL&P, NSTAR Electric. PSNH and WMECO from the Yankee Companies. the absence of2013 cash
disbursements for major stom1 restoration costs. I.he decrease of approximately $ 130 million in Pension and PBOP Plan cash contributions.
and changes in the timing of working capital items. TI1ese favorable impacts w.:re more than offset by higher income tax payments in 2014
and the tmfavorable cash flow impact resulting from lower recoveries from customers in 20 14, as compared to 2013, relating to regulatory
cost recovery tracking mechanisms.

•

ln2014, we issued $725 millioa of new loug-tenu debt consisting of.$100 rnilJion by Yankee Gas 0 11 Junuary 2. 20 l4, $300million by
NSTAR Electric on March 7. 20 14, $2SO million by CL&P on April 24, 20l4 and $75 mi llion by PSNl! on October 14. 2014. In 2014, we
repaid $575 million of existi11g long-tenn debt consisting of $7S million by Yankee Gas on Junuary 1, 2014, $300 million by NSTAR
E lectric on April IS, 2014, $50 million by PSNH on July 15. 2014, and $150 million by CL&P on September IS, 2014. On January 15,
2015. NU parent issued $4SO million of new long-tenn debt

•

In 2014, wt: had cash dividends on common shares of$475.2 million, compared with $462.7 million in 2013. On February 3, 201S, our
Board of'rrustees approved a commo11 djvidend payment of$0.4 l 75 per s hare, payable on March 31, 20 IS to shareholders ofrecord as of
March 2, 2015, which represents an i11crcase of 6.4 percent over the dividend paid in December 20 I 4, and is equivalent to a dividend on
common s)Jares of approximately $530 million on an annual basis.

•

We projecl to make capital expenditures of approximately $8.4 billion from 20 IS through 20 I8. Of the $8.4 billion, we expect lo invest
approximately $4.2 billion in our elttctric and natural gas distribution segments and $3.9 billion in our electric transmissiun segment. In
addition, we project to invest approximately $360 million in infonnation technology and facilities upgrades and enhancements. T hese
projections do not Include capi tal expenditures related to Acci::ss Northeast.

2.9

Page 57 of274
Overview

Consolidated: A summary of our earn ings by business. which also reconciles the non-GAAP financial measures of consolidated non-GAAP earnings
and EPS, as we ll as EPS by business, to the most directly corn parable GAAP measu res of consolidated Net Income Attributable to Controlling
Jnterest and diluted EPS, is as follows:
for the Years "Ended December 31,

Anribu1able 10 Coniro lling l111eres1 (GAAPl

$

Per Sha re
2.58
819.5 $

Regula1ed Companies
NU Parent and Other Companies
Non-GAAP Earning:;
Integration and Merger-Related Costs (after-tax)
Net Income Allributable to Con trolling Interest (GAAP)

$

830.l

(Mi/lion• <d /Jo//11rt, /,'.t<'fi/11 l'er Share A1111111111.<)

Ne1

Ii)

lncom~

Amo unt

$

'.!.61 s
004
2.65
(0.07)
2.58 $

$

115

841.6

(22.l)
819.5 $

$

2011 "'

2013

2014

Per Shnre

Amount
786.0

$

s

774.9
24.9
799,8
! 13.8!
786 0

Amount

219

s

2.45

s

0.08
2.53
$

(0.04!
2.49

$

~'H

$

6260
75
633.5
! 107.6!

$

525.9

Per Share
) 89
J.25

0.03
2.28

s

(0_39)

1.89

Resu lts include the operations of NSTAR beginning April 10, 20 12 .

Excl uding the impact of integration costs. our 2014 earn ings increased by $41 .8 million, as compared to 20 13. The increase was due primarily to
lower operations and maintcnan~ costs that impact eamrngs. which were primarily driven by lower labor and oilie r employee-related costs,
incl uding approximately $30 million of non-tracked pension costs, and lower stonn restoration costs, as well as higher finn natural gas sales volumes
as a result of the colder weather in the first quarter of2014. as compared to the first quarter o f2013 Partially o!Isetting this increase was the absence
in 2014 ofa favorable impact from the resolu tion ofa s tate income tax a11di1 in 2013 , higher property taxes, higher depreciation expense at our
regulated companies, and lower retail electric sales volumes as a result of cooler summ er weather in 2014, as compared to the same period in 20 13.
Earnings were also unfavorably impacted by the 20 14 after-tax net reserve of$22.4 milli on related to the 20 14 FERC ROE orders, as compared to
the 2013 after-tax reserve of$14.J million re lated to the 2013 FERC ALJ initial decision in the FERC base ROE complaints. For further
infonnation, see "fERC Regulatory Issues - FERC Base ROE Complaints" in th is Managemenl's Discussion and Ana~vsis of Financial Condition

and Results ofOperations.
The 2014 and 20 13 integration costs consisted of costs incmTed for employee severance in connection witl1 ongoing integration. As of December 31.
2014, NU employed approximately 8,250 employees, compared 10 8,700 as of December 31, 20 13. In addition, the 2014 integration costs inc luded
costs associated with o ur rebran dingefforts, as well as costs related to facility closures across our service territories.

Regulated Companies: Om Regulated compan ies consist of the electric distribu tion, transmission, and natural gas distribution segments, Generation
activities of PSNH and V.'MECO are iaclude.d in our electric distribution segment A summary of our segment earnings ;md EPS is as follows:
f or th• Yea rs E.nded Decem ber 31,
2014
Amount

(MtIlium 1!(Dullorx, F.n-epl f'er Sho1'e Amwmls/

774.9 $

$

830.1

Electric Disttibution
Transmission
Natural Gas Distribution
Net 1ncome - Regulated Companies (Non-GAAP)
Merger-Related Costs (after-1ax) m
Net Income - Regulated Companie.s(GAAP)

$

462.4 $
295.4
72.3
830.1

1.45 $
0.93
0.23
2.61

427.0
287.0
60.9

830. 1 $

2.61

$

774.9

(I)
(2)

Per Share

A rnounL

Net Jncome - Regulated Companies tGAAP)

$

2012 (I)

2013

Per Share
$
2.61

$

$

774.9

2.45

s

1.35 $
0.91
0. 19
2.45

$

2.4.5

$

Amount

572,8

$

343.4

$

249.7
32.9
626.0
(532)
572.8

Per Share
2.06

1.24
0,89

s

0. 12
2.25
(0. 19)
2.06

Results include the opara1ions of NSTAR beginning April I0, 2012.,
Merger-related costs are attributable to the electric d1stnbu1ion segment ($51 l million) and !he natural gas distribution segment tS2. l million).

Ou r e lectric distribution segment earnings increased $35.4 million in 2014, as compared to 2013, due primaril y ro lower operations and maintenance
costs that impaet earnings, which were primarily driven by lower labor and other e mployee-related costs. including. pension costs, and lower storm
restoration costs. Partially offsening these favorable earnings impacts. as compared to 2013, were higher property taxes and depreciation expense.
lower retail electric sales volumes as a result of cooler summer weather in 2014. and the absence in 2014 of regulatory interest income on stranded
cost deferrals in 20 13 .
Our transmission segment earnings increased $8.4 million in 2014, as compared to 20 13, due primarily to a de<.-rease in transmission segment state
income tax ex-pense and a higher transmission rate base as a result of ru1 increased iiwestment in our transmission infrastructure. These favorable
impacts were partially offset by the after-tax net reserve of $22.4 million related to the 2014 FERC ROE orders, as compared to the $14.3 million
after-tax reserve related to the 2013 FERC ALJ initial decision in the FERC base ROE oomplain ts.
Our natural gas distribution segment earn ings increased $1 1.4 million in 2014. as compared lo 20 13, due primarily to higher finn natural ga s sales
volumes and peak demand revenues resulting from colder weather in the first quarter of2014 and additional natural gas heating c us tomers.
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/I. summary of our retail electric GWh sales volumes and percentage changes. as we.JI as percentage changes in CL&P, NSTAR Electric, PSNH and
WMECO retail clectricGWh sales volumes, is as follows:

NU
Sales Vol umes (GWh)
Electric

Residential
Commercial
Industrial
Total

1014

2 1,3 17
27.449
5,676
54,442

1013

Fur the Vear Ended Dccernbcr3 .I, 2014 Compared to 2013
CL&P
NSTAR Electric
Percentage
Percentage
Increase/
lncrcnse/
Percent•gc
jDecrcase)
(Decrease)
Oecreosc

21,896
27,787
5,648

(2.6)%
(1.2)%
Q5%

55,331

() !il%

PSNH
Percentage
lncr.,1se/
Decrease

WM ECO

Percentage
Decrease

(2.8)%
(1.3)%

(3.0)%

( l.1 )%

(3.2)%

(I.'.!)%

(0.8)%

2.5%
!16)%

( 1.6}%

0.6%
{0.7)%

(2.0)%
(2.5)%

I 1.8)%

(2.6)%

A summary of our firm natlltal gas sales volumes in million cubic feet and percentage changes is as follows:
For !be Year Ended Oe«!mber 31, 2014 Compared ro 2013

NU
Firm Natural Gus

Residential
Commercial
Industrial

Total
Total, Ne1 of Special Contracts O\
<1•

S111cs Volumes (m illlon cu hie feet)
20H
20t3

38,969

36,777

42,977

40,215

_ _ _ _2_2,~24_5_·

21 ,266

_ _ _I0_4.._
, 1_
9_1
_ __ _9~9,'-5_00_

98,258
94,083

Percentage
Increase

6.0%
6.9%
4.6%
o.0%
58%

Special contracts are unique to the customers who take service under such an arrangement and generally specify the amount of distribution revenue to be paid t0
Yankee Gas regardless of the customers' usage.

Weather, fluctuations in energy supply costs. conservation measures (including utility-sponsored energy efficiency programs), and economic
cooditioos affect customer energy usage. Industrial sales are less sensitive to temperature variations than residential and commercial sales. In our
service territories, weather impacts electric sales during the summer and electric and natural gas sales during the winter (natural gas sales are more
sensitive to temperature variations than electric sales). Customer heating or cooling usage may not directly correlate with historical levels or with the
level of degree-days that occur.
Our 2014 consolidated retail electric sales volumes were lower, as compared to 20 13. due primarily to cooler summer weather in 2014. In 2014.
cooling degree days were 13 percent lower iii Connecticut and western Massachusetts, 17 percent lower in the Boston metropolitan area, and 23
percent lower in New Hampshire. as c-0mpared 1·02013. Weather-normalized NU consolidated retail electric sales volumes decreased one percent in
20 14, as compared to 2013. We believe tl1e decrease was due primarily to an increase in customer conservation efforts primarily by our residential
ct1stomers, including the impact of energy efficiency programs sponsored by CL&P, NSTAR Electric and WM.ECO.
For WMECO and CL&P (effective December l, 2014), fluctuations in retail electric sales volu mes do not impact earnings due to the regulatory
commission approved revenue decoupling mecl1anisms. Distnbution revenues are decoupled &om their customer sales volumes. CL&P and
WMECO reconcile their annual base distribution rate recovery to pre.establishe(l levels of baseline distribution delivery service revenues. Any
diflerence between the allowed level of distribution revenue and the actual amount incurred during a 12-month period is adjusted through rates in the
following period. TI1e decoupling mechanism effectively breaks the relationship between sales volumes and revenues recognized. Prior to
December I, 2014, CL&P recognized LBR related to reductions in sales volume as a result of successful energy efficiency programs. LBR was
recovered from retail customers through the FMCC. Effective December I, 2014, CL&P no longer rcoogniws LBR due to its revenue decoupling
mechanism. NSTAR Electric continues to recognize LBR through December 31, 20 15 in accordance wi!h tllCl 2012 DPU-approved comprehensive
merger settlement agreement with the Massachusetts Attorney General. For the year ended December 31. 2014, CL&P and NSTAR Electric
recognized LBR of$5.3 million and $39.9 million, respectively.
Our finn natural gas sales are subject to many of the same influences as our retail electric sales. In addition, they have benefited from historically
favorable natural gas prices and customer growth across both operating companies. Our 2014 consolidated finn natural gas sales volumes, consisting
of the finn natural gas sales volumes of Yankee Gas and NSTAR Gas, were higher, as compared to 2013, due prirullfily to colder weather in the first
quarter of 2014, as compared to1he same period in 2013, and increased customer growth in 2014, as compared to 2013. Weather-noru1ulized NU
consolidated fim1 natural gas sales volumes increased 2.9 percent in 2014, as compared to 2013.

NU Pare/1/ and Other CompG/lies: NU patent and other companies, which include our unregulated businesses, had a net loss of$ I 0.6 mill ion in
2014, compared witl1 earnings of$1 1. I million in 2013. Excluding the impact ofi.OLegration costs, NU parent and other companies earned $11 .5
million in 2014, compared wiU1 $24.9 million in 2013. The earnings decrease in 2014 was due primarily to a higher effective tax rate and the
absence m 2014 of the favorable impact from the resolution oflhe Connecticut state income ta.x audit.
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Furnre Outlook

201 S E!PS Guidance: We ourrently project 2015 eamings ofborween $2.75 per shure and $2.90 per share, which excludes integration costs.
Liquidity

Consolidated: Cash fllld cash equivalents totaled $38.7 milliou as of December 31. 2014. comptlred with $43.4 million as of December 3 L 2013.
On January 2. 2014. Yankee Gas issued $ 100 million of 4.82 percent Series L First Mortgage Bonds. due ro mature in 2044. The proceeds. 11et of
issuance costs. were used ro repay the $75 milliou 4.80 percent Series G First Mortg!lge Bonds that matured on January L 2014 and to repay $25
million in short-tenn borrowings.
On March 7. 2014, NSTA R Electric issued $300 million of4.40 percent debentures, due to mature in 2044. The proceeds. net of issuance costs, were
used to repay the $300 mi llion of"4.875 percent debentures that matured on April 15, 2014.
On April 24, 2014, CL&P issued $250 mil lion of 4.30 percent 2014 Series A First Mortgage Bonds. due to mature in 2044. The proceeds. net of
issuance costs. were used tu repay s hort-tenn bon·owings.
On July 15, 2014, PSNH repaid at maturity the $50 million of 5.25 percent Series L First Mongage Bonds using short-term borrowings.
On September 15, 2014, CL&P repaid at maturity the $150 million of4.80 perct:nt 2004 Serits A First Mortgage Bonds using short-term borrowings
On Odober 14. 2014, PSNH issued $75 million of first mortgage bonds at a yield of 3.144 percenc. due to mature in 2023. TIJe first mortgage bonds
are partofthe same series of PSNH's exis ting 3.50 percent Series S First Mortgage Bonds tha t were initially issued in November 2013. The
proceeds, net of issuance costs. were used to repay short-term borrowings.
On January 15. 2015, NU pareut issued $150 million of 1.60 percent Series G Senior Notes, due to mature in 2018 and $300 million of3.15 percent
Series H Senior Notes. due to mature in 2025. The proceeds. net of issuimce costs. were used to rep;iy short-te1TI1 borrowiJ1gs outstanding under the
NU commercial paper program.
On Augusc 27. 2014. PURA approved CL&P's reques1 to ex1end 1he authorization period for issuance of up to $366.4 mi ll ion in long·tenn debt from
December 31, 2014 to December 31. 2015.
NU parent, CL&P, PSNH, WMECO, NSTAR Gas and Yankee Gas are parties to a five-year $1.45 bi ll ion revolving credit facil ity. The revolving
credit facility is to be \lsed primarily to backstop NU parent's $1.45 billion commercial paper program. The commercial paper program allows NU
parent to issue commercial paper as a fonu of shorMe.n n debt Effective July 23. 2014. NU parent, CL&P, PSNH. WNIECO, NSTAR Gas and
Yankee Gas extended lhe expiration date of theirjoinl revolving cn:dit facility for one additional year to September 6. 2019. CL&P has a borrowing
sublimil of$600 million, and PSNH and WMECO each have borrowing,sublimits of$300 mi llion. As o!'December 3 1, 2014 aod 2013, NU parent
had approximately $1.1 billion and $1 .0 I billion, respectively. in short· teon borrowings outstanding under i rs commercial paper program. leaving
$348.9 million and $435.5 mi llion of available borrowing capacity as of December J l , 2014 and 20 13, respectively. TI1e weighted-average imerest
rate on tJ1ese borrowings as of December 31, 2014 and 2013 was 0.43 percent and 0.24 percent respectively. which is genernlly based on A2/P2 rnted
commercial paper. As. of December 31 , 2014, there were intercompany loans from NU parent of $133.4 million co CL&P, $90.5 milliou to PSNH
and $21.4 million to WMECO. As of December 31 , 2013. there were intercompany loans from NU parent of $287.3 mi ll ion to CL&P and $86.S
million to PSNH.
NSTA R Electric has a five-year $450 million rcvolvmg credit facility. This faci lity serves to backstop NSTAI{ Electric's existing $450 million
commercial paper program. Effective July 23. 2014, NSTAR Electric extended the e;qiiratioo date of}ts revolving credit facility for one additio11al
year to September 6, 2019. As of December 31. 2014 and 2013. NSTAR E lectric had $302 million and $103.5 million, respectively. in short-tem1
borrowings outstanding under its commercial paper progranL leaving $148 million and $346.5 million of available borrowing capacity as of
December 31 , 2014 and 2013, respectively. The weighted-average interest rate on these borrowings as of December 31, 2014 and 2013 was 0.27
percent and 0.13 percent, respectively. which is general ly based on A2/PI rated commercial paper.
Each of NU, CL&P, NSTAR Electric, PSNH and WMECO use its available capi tal resources to fund its respective coustructiou expenditures, meet
debt requirements, pay operating costs. including stonn-related costs. pay dividends and fitnd other corporate obligations, such as pension
contributions. The current growth in N U's construction expenditures uti lizes a sigD ifioant amount of cash for projects that have a long-1em1 return on
investment and recovery period. In addition, NU's Regulated companies recover their electric and natural gas distribution construction expcndicures
as the related project costs are depreciated over the life of the assets. This impacts the timing of the revenue stream designed to fully recover the total
investment plus a return on the equity portion of the cost a nd related financing costs. These factors have resul ted in current liabi lities exceeding
current assets by approximately $442 ntiUion. $ 177 million. $133 million and $24 million at NU. CL&P, NSTAR Electric and WMECO.
respectively. as of December 31. 2014.
As of December 31, 2014, $216.7 mi ll ion ofNU's obligations classified as current liabilities relates 10 long-tenn debt !hat will be paid in the next 12
moJlths, consisting of $162 million for CL&P, $4. 7 millioo for NSTAR Electric and $50 million for WMECO. The rema ining $28.9 million of NU's
obligations classified as curtent liabilities relates to fair value adjustments from the merger that will be amortized in rbe next 12 months and have no
cash flow impact. NU, with its strong credit ratings, has several optioJ1s available in the fioflllcial markets to repay or refinance these maturities witl1
the issuance of new long-tem1 debl NU, CL&P, NSTAR Electric. PSNH and Wl\llECO will reduce tJ1eir short-term borrowings with cash received
from operating cash flows or with I.he issuance of 11ew long-term debt, determined considering capital requirements and maintenance ofNU's credit
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rating and profile. Management expects the future operating cash flows of NU. CL&P, NSTAR EJecrric. PSNH and WMECO. along with the access
to financial mRrkets, will be sufficient lo 111<'.et any future operatin g requirements and capital inves1ment forecnsted opportunities.
Cash flows provided by operating, activities totaled $1.64 billion in 2014. compared with $1.66 billion in 2013 and $1.l 6 billion in 2012. The 20 14
operating, cash flows were favorably impacted by approximately $132 million in DOE Damages proceeds resulting from the spent nuclear fuel
litigation received by CL&P, NSTAR Rlccrric, PSNH and WMECO trom the Yankee Companies, the absence of2013 cash disbursements for major
stonn restoration costs, the decrease of approxima1ely $130 mi ll ion in Pension and PBOP Plan cash cOntributions and changes ln the timing of
working capital items. These favorable impacts were more than offset b) higher income tax payn:ieots io 20 14 and the unfavorable cash flow impact
resulting from lower recoveries from customers in 20 14. as compared to 2013, relating lo regulatory cosc recovi;:ry tracking mecl1anisms. For further
information on the spen t nuclear fuel litigation, see No1e I l C. "Commitments aud Contingencies - Cootractual Obligations- Yankee Companies," in
this combi11ed Annual Report on Fonn 10-K. The improved operating.cash fl ows in 2013. as compared to 2012, were due primarily to the addition of
NSTAR a decrease in cash disbursements for stonn restoration, and the iibsence in 2013 of cash disbursements related 10 customer bill credits and
merger"related payments made in 2012. Partiall y offsetting these favorable cush Row impacts was ntJ increase .in Pension Plan cash contributions,
increases in titel inventories, and changes in traditional working capital amounts due primRrily to the timing of accounts receivable and accounts
payable.
A summary ofour corporate credit ratings and outlooks by Moody's. S&P and Fitch is as fol lows:
S&P

Moodts

NU Parent
CL&P
NST i\R Electric
PSNH
WMECO

Current

Outlook

Baal

Stable
Stable
Stable
Stable
Stable

Baal
A2

Baal
A3

Current

AA-

A·
A-

A·

Fitch
O ulfook

Current

Outlook

Positive
Positive
Positive
Positive
Positive

BBB-

Stable
Stable
Stable
Stable
Stable

BBB•

A
BBB.-

BBB+

A summary of the cumml credit ratings and outlook-s by Moody's, S&P and Fitoh for seni or unsecured debt ofNU parent, NSTA R f lectric, and
WMECO and senior secured debt ofCL&P and PSNH is as follows:
S& P

Mood)"•

NU Parent
CL&P
NSTAR Electric
PSNH
WMECO

Fitch

C urr~11t

Outlook

Curr•nt

O utlook

Gu rr~nt

Outlook

Baa l

BBB+
A

Al

Stab!~

A-

Positive
Positive
Positive
Positive
Positive

BBB+

A'2

Stable
Stable
Stable
Stable

Stable
S1abJe
Stable
Stable
Stable

Al.
A2

A-

A

A
A+

A
A·

On January 31. 2014, Moody's upgraded corporate credi( and securities ratings of NU, CL&P and PSNH by one li;:vel and WMECO by two levels.
On Apri l 7, 20 14, Fitch affirmed the corporate credit ratings and outlook ofNU, CL&P, NSTAR Electric, PSNH, \\IMECO and NSTAR Gas. On
Apri l 25, 2014, S&.P affirn1ed the corporate credit ratings and revised tl1e outlooks to positive from stable of NU CL&P. NSTAR Electric. PSNH.
WMECO, Yankee Gas and NSTAR Gas.
In 2014, we had cash dividends on common shares of$475.2 million. compared with $462.7 mil lion in 2013. On December 31 , 2014, we paid a
common dividend of $0.3925 per share, which was approved by our Board of Trustees on December 3, 2014, to shRreholders of record as of
December 15, 2014. On Febniary 3, 2015, our Board of Trustees approved a c-0mmon dividend payment of$0.4175 per share, payable on MRrcb 3 I.
2015 to sharehoJderS of record as of March 2, 2015. The dividend represented an increase of6.4 percent over the dividend paid in December 2014.
ln 2014, CL&P, NSTA R Electric, PSNH, and WMECO paid $171.2 million, $253 mi llion, $66 million. and $60 mi llion. respectively. in common
di vidends tO NU patenl
Jn vesunents in Property, Plant and Equipment on tl1e statements of cash flows do not include amounts incurred on capital projects but not yet paid,
cost of removnl, AFUDC related lo equity funds, and the capitalized portions of pension expense. In 2014, investments for NU. CL&P. NSTAR
Electric, PSNH. and WM.ECO were $1.6 billion. $515.7 million. $465 million. $256..2 million, and $1 I62 million, respectively.
Business Development and Capital Expenditures
Consolidated; Our consolidated capital expenditures, including, amounts incurred but not paid. cost of removnl, AFUDC. and the capitalized portions
of pension expense tall of which are non-cash factors). tota led $1. 7 billion in 2014, $I .6 billion in 20 13, aud $ J.5 billion in 2012. 'These amounts

included $58.3 million in 20 14, $44.7 million in 2013, and $43. I million in 2012, related to infonnation technology and facilities upgrades and
enhancements, primarily al NUSCO and The Rocky River Realty Company.
Access Northeast: On September 16, 2014. NU and Spectra Energy Corp announced Access Northeast, a natural gas pipeline expansion project.

Access Northeast will enhance the Algonquin and Maritimes pipeline systems using existing routes and is expected to be capable of delivering
approximately o.ne billion cubic feet of natural gas per day to New England. NU and Spectra Energy Corp will have equal ownership interest in the
project with tl1e option of additional investors joining in the future, On February 18. 2015. NU. Spectra Energy Corp and National Grid announced
the addition of National Grid as a co-developer in ibe project for a total ownership interest of20 percent. with NU and Spectra Energy Corp each
owning 40 percent The total project cost, subject to FERC approval, is expected co be approximately $3 billion and has an anticipated in-service
date of November 2018.

33

Page 62 of274

Page 63of274

On December 8, 2014, NU and Spectra Energy Corp announced an alliance "ilh Iroquois Gas Transmission for the Access Northeast project TI1is
alliance will provide New England natuml gas distribution companies and generators with additional access to natural gas supplies !Tom multiple.
diverse receipt points along the Algonquin pipeline system. including the Lroquois pipeline system.
Transmission Business; Overall. transmission businl!SS e11pital expenditures incrensed h> $41 . 1 million m 2014. as compared LO 2013. A summary of
rransmission capi tal expendnures h) company is as follows:
For lhe \ ears Ended December JI.
t.\lllftnm

f!/ l.Jr1/J.1f\/

CL&P

s

~01~

:!592

NSTAR Electnc

:ms

PSNH

120.8
685
28J

WMECO
NPT
Total Transmission Segmenl
111

$

700.6

s

201J

:!II 9
2:!0 8
99 7
87 :!
39 9
65Q 5

s

s

s

2012 1 "

182.5
160 7
SS 7
214 7
35.4

649.0

Rcsuhs mducle the transmission capitol expenditures of NSTAR Electric beginning, April 10. 20 l2

'NEEWS. GSRP, the first, largest and most complicated proj ect within the NEEWS famil y ofproJeCt~. was t\11ly energized on November 20. 2013.
As ofDeccmhcr 3 1, 20 14, CL&P and WMECO have placed $642 million in service.
The lnterstate Reliabilily Prqject (JRP) is the second major NEEWS project. It includes CL&P's construction of an approximately 40-mile. 345 kV
overhead line from Lebanon, Connecticut to the Connecticut-Rhode Lsland border in Thompson, Connecticut where it wi ll connect co transmission
enhance1m:nts being constructed by Nationa l Grid in Rhode Island and Massachusetts. All siting approva ls h11ve been received and construction is
underway in all three states. NU's portion of the cost is estimated to be $2 18 million, and IRP wns approximately 78 percent comple1c as of
December 31. 2014. As of December 31 , 2014, CL&P had placed $35 million in service. We expect to complete JRP b) the end of2015.
The Greater 1lanford Central Connecticut Study (GHCC) includes tJ1e reassessment of the Central Connecticut Reliability Project and continues to
make progress. TI1c final need results shO\~ed existing and worsening severe regional and local thennal overloads and voltage violations witJ1in each
of1he areas studied and across the interfaces oftJ1ose areas. These results \\ere presented to the ISO·NE Planning Advisory Committee in No, ember
2013. On Jul) 15. 2014, ISO-NE presented U1e preferred transmission solutions 10 its Plann111gAdvisory Conuni1tee These solutions are comprised
of many 115 kV upgrades nod are expet.1ed to cost approximately $350 mfllion and be placed in sel'-1ce from 20 16 tJ1rough 2018. We expect to begin
work on the initial solutions in late 2015 and complete GHCC-rclatcd "ork in 20 18,
Included as pnn ofNEEWS are several associated reliabilicy related projects. $96 million of which have been placed in service. As of the second
quarter of2014. all construction on the associated reliability relared projects was completed
Through December 3 1, 2014. CL&P and WMECO capitalized $351 .5 million and $573.6 million, respectively. in costs associated with NEEWS. of
which $98.7 million and $6.6 million. respectively. '~ere capitalized in 20)4. Included in the NEEWS nmou11ts are costs for !RP, of which CL&P
capitalized $ 168.8 million in costs through December 31, 2014, and $95.8 million related to costs cnpitnlized in 2014.

Norlhem Pass: Northern Pass ls NU's planned HVDC transmission line !Tom the Quebec-New Hampsh ire border to Franklln, New Hamps hire and
an associa ted altemnting curre11L radial transmission line between Franklin and Deerfield. New Hamps hire. Non hem Pass 1¥ill interconnect at the
Quebec-New Hampshire border wiU1 a planned HQ HVDC tran smission line. NPT received ISO-NE approval under Section f.3.9 oftbe ISO tari1Ti11
2013. The DOE continues lo work on the draft Environm ental Impact Statement (E IS) for No rt hem Pass. T his includes a review o f our proposed
route and various alternative routes. We currently expect the DOE to issue lhe draft. EIS in April 2015. Wee.xpect lO fil e the stme perm it npplication
in m id-2015 afler receipt of the drnll ElS. T he $ 1.4 bill ion proj ect is subject to comprehensive federnl and state p ublic permining processes and is
expected lo be operational in the second hall' of2018.
Grealer Boston R«i!liobtl11y Sc/11t1ons: NSTAR Electric and PSNH expect to implement n series of new transmission projects over U1e next live years
to enhance the region's system re liability. On February 12. 2015. ISO-NE selected NU's and Nat ional Grid's proposed Greater Boston and New
Hampshire Solution {Solution) as its preferred option because it is significantly less expensive tl1an an alternate proposal and has superior
perfonnance criteria. T11e Solution consists of a ponfolio of important electric transmission upgrades encompassing the Merrimack Valley and
metropolitan Boston areas of southern Ne\\ Hampshire and eastern Massachusens. Our estimated mvcstment in the Solution chosen by ISO-NE is
$489 million and \\C \\ill now pursue the necessary regulatory approvals.
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Distribution Business: A summary of distnl>ution capital expenditures by company is as follows:
f or lhe \'ears Ended December 3 t,

(Millions ofl)ollor>)
('f.&P:

Basic Business
Aging Infrastructure
Load Growth

2014

$

120.2
118.0
66.3
304.5

TotafCL&P

NS7ilR Electric:
Basic Business
Aging lnfraslnlcture
Load Growth
Total NSTA N Electric
PSNH:
Basic Business
Aging Infrastructure
Load Growth

Iota/ PSNH
WMECO:
Basic Business
Aging Infrastructure
Load Growth
Total WMECO
Total - Electric Distribution (excluding Generation)
Other Distribution
PSNH Generation
WMECO Generation
Total - Natural Gas
Total Distrib11lion Segment
(I)

$

2012 m

2013

$

60.9
160.7
76.9
298.5

$

69.2
177.8
65.8
312.8

99.0
104.2
43.1
246.3

98.5
110.6
53.6
262.7

47.3
111 .5
17.4
1762

62. 1
45.3
27. I
134.5

22.7
50.S
29.3
102.S

25.3
50.2
20.2
95.7

19.0
16,I
6. 1
41.2
726.5

7.9
24.6
9.2
41.7
705A

13.1
7.6
193.7
940.9

0.7
9.7
4.5
175.2
895.5

12.7
18.5
6.5
37.7
622.4
0. 1
29.9
0,7
162.9
816.0

s

$

Results include the electric and natural gas distribution capital e:-.iiendit ures of NSTAR beginning Apri l I0, 2012.

For the electric distribution business, basic business includes the purchase of meters, tools, vehicles, information teclrnology, transformer
replacements, equipment facilities. and the relocation of plant. Aging infrastrncnire relates to reliability and the replacement ofoverhead lines, plant
substations, w1dergrou11d cable replacement. and equipmenl failures. Load growth includes requests for new business and capacity additions on
distribution lines and substation additions and expansions.

Natural Gas Business Expansion and Enhancement: In 2013, in accordance with Connecticut law and regulation, PURA approved a comprehensive
joint natural gas infras tructure expansion plan (expans ion plan) filed by Yankee Gas and other Connecticut natural gas distribution companies. The
expansion plan described how Yankee Gas expects lo add approximately 82,000 new natural gas beating customers over the next JO years. Yankee
Gas estimates that its ponion of the plan will cost approximately $700 million over 10 years. In January 2015. PURA approved a joint sectlem.:nt
agreement proposed by Yankee Gas and othe.r Connecticut natural gas distribution companies and regulatory agencies that c larified the procedures
and oversight criteria applicable to the expansion plau.
October 31 , 2014, pursuant to new legislation, NSTAR Gas filed the Gas System Enhancement Program (GSEP) with the DPU. NSTAR Gas'
program accelerates the replacement of certain natural gas distribution facilities in the system within 25 years. The GSEP includes a new tariff that
provides NSTAR Gas an opponw1ity lo collect lhe costs for the program on an annual basis through a newly designed reconciling factor to be
approved by the DPU. We expect a decision on the program in April 2015. We have projected capital expenditures of approximate ly $200 million
for the period 2015 through 2018 for theGSEP, which are consistent with our request in the NSTAR Gas rate case application currently before tl1e
DPU .
011
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Proiected Capital Exoenditures: A s ummary oftl1e projected capital expenditures for the Regu lated companies' electric transmiss ion and for the total
electric distnoution. generation. and natural gas distribution businesses for 20 15 through 20 18, includ ing in fom1ation technology tmd facilities
upgrades and enhancements on behal f of the Regulated companies, is as foUows:
Y•us
fM1//11111s 11f'D<1/la1~)

CL&P Transmission
NSTARElecuic Transm1ss1on
PSNH Transmission
WMECO Transmission
NPT
Tot<1/

s

2016

1015

214

$

131
133
1'.!8

34
Tmns1111.t.t1on

El~tric Dis1ribution
Oen~ration

$

s

740
755

S

s

38
'.!28

Natural Gas

24 1
262
76
80
309
968
778

:?O
256

$

1,0'.!1

s

1,os11

lnlimnallon Technology and All Other $
$
Total

90

$

92

1ntal IJJs1nh1111011

1,85 1

s

:?, 114

s

2018

Z017

258

s

136
73

34
620
::.S_ _...:.;;::.::.:..
1.221
758
s
15
275
.:s_____.;.:..;....;.;;...
1,048
94
~$-----=-~
.:$_ __..:;.,;...:;.;_
2.363

s
$

$
$

s

158
295
19

8
466
946
748
15
300
1.063
83

2,092

s

s

s
s
$
$

2015-2018
Totnl

871
1.024
30t
150
1,4'.!9
3,875
3,039
88
1.059
4.186
359
8,4'.20

T he projections do 1101 include capital expenditures re.lated co Access Nonh~ast. Actual capital expcndirures could vary from the projected amounts
for !lie corupanies and years nbove.
FERC Re1tularorv Issues

/:£RC Base RO£ Complaints:
Firs/ Comp/aim: On September 30, 201 1, a complaint was filed j ointly at FERC under Sccrions 206 and 306 of £he Federal Power Act (the "first
complaint'') by several New England stale attorneys general, state regula1ory commissions. consum er advocates and other parries (the
1
'Compl uiJ1ams"). The Compla in ants alleged that the base ROE of 11.14 percent that has been utilized since 2006 in the calculation of fommla rates
for tra nsmission service under the ISO-N E Open Access T ransmissioo Tariff by NETOs, including CL&P, NSTAR E lectric, PSNH and WM ECO,
was unjust and unn:asonable and assencd that the rate was excessive due to changes in the capital markets. Complainants sought an order to reduce
the base R OE prospectively from !lie date of a final FERC order. and for the 15-monib periocl October I, 20ll lo December 31. 2012 (the "first
complaint refund period"). and to require refonds. "Die PERC set the case for trial before a Fl~RC ALJ after settlement negotiations were
unsuccessful io August 20 12.
On August 6, 20 13, the PERC ALJ issued an initial decision on the first complaint finding that t11e base ROE in effect during the first complaint
refond period was 11ot reasonable and recommended separate base RO Es for the frrst compla int refund period o( I0.6 percent and for !he period
beginning whch PE RC issues its final decis ion (the "pro$pective period") of9. 7 percent, leaving policy cons iderations a nd add itional adj ustmcms to
the FERC. In 2013, tl1e Company recorded reserves at its electric subsid iaries to recognize the polential financial impact from 1he FE RC AL.l's initial
decision for the first complaint refund period.
On J une 19. 2014. FERC issued an order on the first complaint partially affi rming and partially reversing the FERC ALJ's initial decision. FERC set
a single tt!ntative base ROE of I0.57 percent for the first comp laint re fu nd period and prospective period. FERC also modified its traditional
methodology by adopting a two-step discounted cash flow ana lysis consistent with the method that ft utilizes to detennine the ROEs orboth natu111J
gas and oi l pipeline projects. Us ing this 111e1hodology, FERC detenni ned a ne1,· zone of reasonableness of7.03 percent co 11 .74 perce11t and set the
tentative base ROE halt\.vay betv;een the midpoint and the top of the zone of reasonableness. FERC also s tated tl1at a utility's ''total RO~ inclusive
oftransmission incentive ROE adders" s hould not exceed the top of the new zone of reasonableness produced by tl1is methodology. FERC instituted
a paper hearing on the long-1em1 grow1h rate portion oft.he methodology (the "paper hearing''). Rehearing requests on t11is new metl1odology were
filed in Joly 2014, and briefs were filed in August and September 2014 by the parties on the appropriate Jong.tenn gro1\1h rate.
On October 16. 2014, t11e FERC issued an order in tl1e paper bearing, wh ich con finned that the b;1se ROE should be set at I0.5 7 percent and that a
utility's total or nui.ximum ROE should not exceed the top of the new zone of' reasonableness [l l.74 percent). T he FERC ordered the NETOs to
prov ide refunds to customers for the first complaim refund period. and sec the prospective new base ROE at this time. Tn November 2014, U1e
NETOs requested rehearing and clarification from FERC. In late 2014, the NETOs made a compliance filing. and began renmding amounts from t111:
first complaint period, inclusive of incentive ROE adders that exceeded the 11 . 74 percent as compared to the tota l company transmission ROB.
Complainants have challenged Che compliance filing.
In 2014, the Company recorded additional reserves at its electric subsidiaries to recogniie t11e potentia l financial impact from the FERC's orders.

Seco11d Complaint: On December 27 , 20 12.. a second complaint was filed joinlly at FERC by several additional consume r groups and mun icipal
parlles (Lhe ''second complaint"), challenging the NETOs' existing base ROE, requesting FERC to reduce the NETOs' base ROE prospe()tively from
the date oft11e final FERC order and seek ing refunds for tl1e 15-montli period of December 27, 2012 to March 27, 2014 (the "second complaint
refund period").
011 June

19 , 20 14, PERC issued ru1 order finding tl1at the second complaint raised issues of material fact, and setting the complain\ for settlement or
bearing, On July 21. 2014. the NETOs filed a rehearing request in this proceeding. On October 24, 2014, the FERC assigned the case for trial before
a FERC ALJ after settlement negotiations were unsuccessful. The FERC AU set a trial date beginning .lune 8, 2015, and indicated he could issue an
initial decision on or before October 26, 2015. This schedule was subsequen11y modified by a November 24, 2014 order on tl1e th ird complaint (see
below). In 2014, the Compan y recorded reserves at its electric s ubsidiaries to recognize U1e potential financial impact from the FERC's JUlle 19'h
order for the second complaint refond period.
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Third Comp/amt: On Jul y 31. 20 14. a third complaint was filed al FERC (the "third cornplainL" ) by most of the Complainants to the tirst and second
com plaints. dni.ming that tbe base ROE and incentive adders exceed the range ofpem1issible ROEs. requesting FE RC to reduce the NETOs' base
ROE prospectively ftom U1e date of a final FERC order. and seekll1g refunds for the 15-month period of .lul y 31. 20 14 to Octobl3r 31 , 20 15 (th<.> ''third
complaint refi.md period"). On November 24, 2014. FERC issued an order finding that the third complaint rai sed issues of material fact and set the
case for trial. l.n this order, FERC also consolidated the third complaint with the second complaint for purposes of hearing and decision. Due to the
establishmen t of two refund periods, the FERC Riso stated that it is appropriate for the parties to litigate a separate ROE for each refund period. On
December 24. 2014, the NETOs filed for rehearing of this order. The trial judge has set a hearing beginning June 23, 2015 for the two complaints.
The trial judge's recommeuded initial decis ion is expected by November 30. 20 15 with a FERC order issued by Septe mber 30, 20 16.
Rehearing requests of NETOs that were fi led in a ll three comp laint proceedings have not yet been acted upon by FERC. At Ibis ti mli.', the Company
cannot detcnnine the outcome of these rehearing requests.

Cumulative Rese111es: The following is a s ummary of the cumulative pre-tax reserves (excluding interest) that the Company established in 20 13 and
20 14 to recognize the potential financial im pacts of the first and second complaints. The Company is unable to detem1ine an)' amount relatt:d to the
third com plaint.

/Milho11.1 ofJJo//an;J

1'' Cornplaiot. - Base ROE
2od Co111plainl - Base ROE
Jnc.entive ROE (1" an<l 2"d Complni nt)
Cumulative Reserve

2013

$

'.!3.7

$

$

23.7

$

2013

1Mllflvll.• •-!f'L!cJll<m)

I" Complain! - Base ROE
2nd Complaint - Base ROE
Incentive ROE (] " and 2nd Complaint)
Cumulative Reserve

'Il l
F'or the \'ears Ended December 31,
2014
Tomi

$

s

.24 9
27.4

s

60.7

84

C L&P
Fur th e Veurs Ended December J t,
2 014
Total

12.8

s

1.2
27.4
8.4
37.0

12.8

$

s

0.5
13.5
6 .7
20.7

$

2013

13.J

s

5,7

$

0.4
7.5

$

6. t
7.5

s

5.7

s

79

$

13.6

13.5
6.7
$

33.5

PSNl-l
(Million.< 11/ D11'ttwl

l" Complaint· Base ROE
l"d Complalnt - Base ROE
Incentive ROE ( l" and 2•d Complaint )
Cumulative Reserve

2 013

$

For th< Years E nded December JI.
2 014
Total

2.3

s

O.t

NST A R Elettric
For the \'cars Ended December JI,
2014
Total

s

2 .7

20i3

2,4

$

WM£CO
l'or the Years Ended Oe<:entlrer 3 1.
1014
Tutu!

2.9

$

2. 7

0.2
3.7

s

3.7

17
$

23

s

28

s

5.1

$

2.9

s

5.6

3. 1

$

1.7
8.5

As of December 3 1, 2014, the curnu lative reserves above do nol reflect refunds totaling $4.8 million at NU, $2.7 million at CL&P, $ 1 million at
NSTAR Elec tric, $0,5 million at PSNH and $0.6 million at W1vlECO for the first complaint refund period.
fn lhe fourth quarter of20 14. we finalized our rese rve analysis based on the October FERC order and our subsequent re fund liling. As a result. the
net ugg.regate after-tax charge to 20 14 em11ings resulting from the June 19, 2014 a nd October 16, 2014 FE RC orders totaled $22.4 million at NU,
$12.4 million at CL&P, $4.9 million at NSTAR Electric, $ 1.7 million at PSNH and $3.4 mill ion at WM ECO. ln 20 13, 1he aggregate after-tax charge
10 eaming.c; totaled $14.3 million m NU, $7.7 million ac CL&P, $3.4 million at NSTAR Electric, $1.4 mlllion at PSNH and $l.8 million at WMECO.
Regulatorv Developments and Rate Matters

Electric and Natural Gas Base Dis1ributio11 Rates:
Each NU utility subsidiary is subject to the regulatory jurisdiction of the state in which it operates: Cl&P and Yankee Gas operate in Co nnecticut
and are subject to PURA regulation; NSTAR Electric, WMECO and NSTA R Gas operate in Massachuscns and arc subject to DPU regulation; and
PSNH operates in New Hampshire and is subject to NHPUC regulation.
111 Coiu1ecticut, CL&P distribution rates were established iJ1 a 20 14 PURA approved rate case. See Co1111ecticut - Distribution Rates in this
Regillatory Developmem$ and Rate Matters section for further information . Yankee Gas distribution rates were esta blished in a 20 1 l PURA
approved rate case.

l.n Massachusetts. electric util ity companies are required Lo file at least oae distribution rate case every five years and nat ura1 gas companies to file at
least one distribution rate c:ise every I 0 years, and those companies are limited to one settlement agreement in any I 0-year period. Pursuantto the
April 20 12 DPU-approved Massachusetts comprehensive merger settlement agreements, NSTAR Electric, WMECO and NSTAR Gas are s ubject tO
a base distribution rate freeze through December 31 , 20 15. On Decem ber 17, 20 14. NSTAR Gas filed an application w ith the DPU to amend base
distnbution rates, effective Jan uary l , 2016.
ln New Hampshire, PSNH is curre ntl y operating under the 20 I 0 NHPUC approved distribution rate case settlement. whii;h is effective through
June 30, 20 15. Under the settleme nt, PSNH is permitted to file a request to collect certain exogenous costs and Step Increases on an annual basis.
Sec- New Hampshire - Distribution Rates in this Regulatory Developments and Rate Matters section for further information.
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AIQ]or S1orms:

CL&P. NSTAR Electric. PSNH and WM ECO experienced se".:ral signific1111t stonn events. including Tropical Stom1 Irene in 2011. the October
2011 sno\\Storm. Stonn Sandy in 2012, and the Februfil} 2013 blizzard. As a result of these ~tonn events. each company sulTered extensi\'e damage
to its distribution and transmission S) stems resulting in customer outages. Each company mcurred significant costs to repair damage and restore
customers' service. In addition. on November 26. 201-t. a snowstorm caused damage lo the electnc dehvcry S)Stems of PSNH and WMECO. This
snowstorm resulted in estimated deferred stonn restoration costs of approximate()' $23 million at PSNH aud approximately $3 million al WMECO.
The magnitude of these storm restoration costs met the criteria for cost deferral m Connecticut. Massachusetts. and New Hampshire. As a resul1. the
storms bad no material impact on the results of operations ofCL&P, NSTAR Electric, PSNH and WMECO. We believe the storm restoration costs
were prudent and meet the criteria for specific cost recovery in Connecticut. Massachusetts and Ne" I lampshire. and that recovel) from customers is
probable through the applicable regulatory recovery process. Each electric utility has sought. or is seeking. recoveT) of its deferred stom1 restoration
costs through its applicable regulatory recovery process. As of December 31, 2014. all CL&P deferred storm costs have been reviewed and approved
for recovery in distrihution rates, NSTAR Electric received DPU approval for re.:ovel) of$J4.2 million of deferred stom1 costs related to Tropical
Storm Irene in 20 11 and the October 2011 snowstonn, PSNH n:ceived an NJiPUC audit report. \~hich found no exception with storm costs from
2011 throLJgh March 2013. and WMECO received DPU approval 10 begin recovering the October 201 1 s11owstom1 and 2012 Stonn Sandy restoration
costs. of which the DPU approwd the majority of deferred storm costs through 2011.
DPU Stom1 Pem1llH,;S: In December20 12., in separate orders issued by the DPU, the DPU ordered penalties of'$4. I million and $2 million for
NSTAR Electric and WMPCO. respectively. related to the electric utilities' responses to Tropical Sto1m Ircnc and the October 20 l l snowstom1.
which were refunded to their customers. In December 2012. NSTAR Eloctric and WM ECO each filed nppeals with the S.JC arguing the DPU
penalties should be vacated. On September 4, 2014. the SJC vaca ted $2 mi llion of NSTAR Electric's $4. 1 million penalties. as ii did not believe that
su bstantinl evidence existed to support such penalties, whi le it upheld the WMECO penalties. Subsequently. the DPU reinstated approximately $0.4
mi ll ion of NSTAR Electric stonn penalties pursuant· to a December 22. 20 14 order.
Com1ec/1c111:

Distribu1ion Rates: On .lune 9. 2014. CL&P filed an application with PURA to amend distriburfon rates. effective December I, 2014. The
application included an mcrease to base distribution rates. as well as increases for the recove~ of previously approved 201Iand2012 deferred scorm
restoration costs and pre\ iously appro' ed electric S)stem resiliency costs. /\ fter the legal briefing process. CL&P updated its requested increase to
reflect a reduction to 1he storm cost recovery amounts. The reduction primaril> related to applying the impact of the $65.4 million DOE Phase II
Damages proceeds rccehcd on June I. 2014 to the total deferred slonn restoralton costs of$365 million. as ordered b) PURA on June 17. 2014.
On December 17. 2014. PURA issued a fmal order and approved a total distribution rate increase ofS 13.t million. which includes an authorized ROE
of9.02 percent for the ftrst t\\elve month period and 9.17 percent thereafter. The 20 I I and 2012 stom1 costs were approved in their entirety. to be
recovered over a ~ix-yeor period, and adjustments to storm cost recovery and system resiliency cost recovery reflect the lower approved ROE, PURA
granted 11 re-opener to tbe rate application for further review of the appropria1e treatment of deferred income taxes for rate base purposes. If PURA
concludes that CL&P's trelllment of its deferred taxes for rate bas!!" purposes is correct, it would result lll an additional annual increase to total
distribution rates ol'$22 million. CL&P is currently responding to infonnation requests and has provided additional infonnation with respect to the
treatment of deferred income taxes for rate base purposes and expects a decision 110 Inter than the third quarter of2015.
The PURA also approved the establishment ofa revenue decoupling reconclliation nicchanism, effective December I, 20 14, whereby actual base
distribution rate recovCT)' is reconciled with pre-established revenue requirement level on an annual basis. Any di fferenoe betwe<:n the allowed level
or distribution revenue and the actua l amount incurred in a calendar year is adj usted through rates in the following yoar. The baseline allowed
d.isltib ulion rcvc: nue is $ 1,041 billion. which will remain constant until CL.&P's next rate case. With the implomcmarion of the decoupling
mechanism, LBR will no longe r be recognized effective December I, 2014. and CL&P will not expe rience significant fluctuations to its base
distribution revenues regardless of the impact of weat her and energy efliciency by its customers.
The PUl~A also allowed CL&P recovel)' of$3 L l million in 2013 storm costs and residual 20 12 Stonn Sandy costs over a seven-year period

beginning December I. 2014.
CL&P 20 14 Stom1 Order: On March 12, 2014. PURA approved recovery of$365 million of deferred stom1 restoration costs (with carrying charges)
associated witJ1 five major stonns that occurred in 2011 and 2012 and ordered CL&P to capitalize approximately $18 million of the deferred storm
restorntion costs as utility plant. which will be recovered through depreciation expense 111 future rate proceedings. On December I. 2014, CL&P
began rccovermg approximately $300 million in its distribution rates o"er a six-year period. \"hich was net ofS65.4 million of DOE Phase JI
Damages proceeds. The remaining costs were either disallo"'ed or are probable of recovery from other sources. These L"OSts did not have a material
impact on CL&:.P's financial pos11ion or results of operations.
CL&P Standard Service and Last Resort Service Rates: CL&P's residential and small to mtennt:diate commercial and industrial customers who do
not choose compelllive energ} suppliers are served under SS rates. and large commercial and industrial customers who do not choos.: compelitive
energy suppliers are served under LRS rates. Effective January I. 2015, the PURA approved an increase to CL&P's cnerg}' supply portion of the
total average SS rate to 12.446 cents per kWh and the energy supply portion of the total average LRS rate to 17.714 cents per kWh . These changes
were due primarily to the markel cooditioos for the procurement of energy. The SS and LRS rat..:s rellecl CL&P's costs to procu.re energy for its
customers. Adjustments to these rates do not impact earnings, as CL&P is fully recovering the costs of its SS and LRS services fr9m customers.
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CL&P CTA and SBC Reconciliation: CL&P filed its2013 CTA and SBC reconciliation on March 3 1, 2014, which compared CTA and SBC billed
revenues to revenue requirements, as req uired by PURA The 20 I3 reconciliatio11 fi ling produced net over recoveries of $16.9 million and $4.3
mlllioo for the CTA and SBC. respectively. and was approved by PURA.
CL&P FMCC Filing: CL&P files with PURA its FMCC filing, which reconciles actual FMCC revenues and charges and GSC revenues and
expenses. The filing identifies a total net over or under recovery, which includes the remaining uncollected or non-refunded portions from previous
filings. On February 3, 2014. CL&P filed with PURA its FMCC filing for the period July I, 2013 througJ1 December 3 1, 20 l3. TI1e tiling identi'fted
a total net over recovery through December 31, 2013 of $24. I million and was approved by PUR~ .
CL&P Conservation Adjustment Mechanism: In 2012, CL&P filed an application with PURA for the escablislunent ofa CAM. The CAM would
collect the costs associated with expanded energy ef!kiency programs beyond 1.hat already collected through the statutory charge and the reven ues
lost because of the expanded energy efficiency programs. In 20 13. DEEP approved CL&P's request of an expanded conservation spending budget
and reiterated that PURA is directed to approve a CAM to fund !he ex panded conservation budget The PURA approved a CAM eifecrive January I.
2014 subjeci to a future review of its revenue and expense reconciliation tiling to be submined by CL&P. CL&P has continued its approved
January I, 2014 CAM rate through 20 15.
Massacl111set1s:

Basic Service Rates: Electric distribution companies in Massachusetts are required to obtain and resell power to retai l customers through Basic
Service for those customers who choose not to buy energy from a competitive energy supplier. Basic Service rates are reset every six months (every
three months for large commercial and indus1rial customers). NSTAR Electric and WMECO fully recover their energy costs through DPU-approved
regulatory rate mechanisms.
2015 Annual Reconciliation Filing: In the fourth quarter of20 14, NSTAR Electric and WMECO filed separntely their respective 20 15 annual cost
recovery mechanisms, including the mechanisms to collect the costs to provide retail transmission, energy supply and energy efficiency services to its
customers as well as the cosLS related to pension and other post-retirement employee benefit costs. The reconciliation lilings compared the total
revenues to revenue requirements related to these services. In December 2014. the DPU issued a final decision approving the rates as filed, subject to
future review and r~onciliation.
Energy Efliciencv Plans: In accordance with Mussacbusetts law passed in 2008 known as the Green Communities A<.:I. natural gas and electric
distribution companies must "file !hree-year energy efficiency plans, which were initially filed by NSTAR Electric and WMECO, and approved by lhe
DPU, in 2010 covering the period 2010 through 2012. The NSTAR Electric and WMECO three-year plans covering the period 20 13 tlirough 2015
were approved by the DPU in 2013. Distribution companies that do not yet have rate detioupling me.chauisms in place, like NSTAR Electric, include
LBR rate adjustment mechanisms in order to oftset reduced distribmion rate revenues as a result of successful energy eflfoiency programs. NSTAR
Electric's LBR rate adjustment mechanism is in place through December 31. 20 15.
DPU Safetv and ReliabiHtV Programs <CPSLl: The CPSL program allows NSTAR Electric to recover $15 million per year related to DPU approved
safety and reliability programs, which are designed lo mitigate stray voltage and repair and replace portfons of the system 10 increase and enhance
customer safety. TI1is arumal level ofrecovery was established by the 2012 DPU-approved comprehensive merger settlement agreement with the
Massach usens Attorney General. The CPSL program will expire on December 31, 2015.
20 14 Comprehens ive Settlement Agreement: On December 31 , 2014, NSTAR Electric. NSTAR Gas and the Massachusetts Attorney General filed a
com prehensive settlement agreement with the DPU. The comprehensive settlement agreement included resolution of the outstanding NSTAR
Electric CPSL program filings for the periods 2006 through :w 11 , the NSTAR Electric and NSTAR Gas .PAM and energy efficiency-related
C\.1$tomer billing adjustments reported in 2012, and the NSTAR Electric energy efficiency program fi lings regarding LBR for the periods 2008
through 20 11. If approved by (he DPU, NSTAR Electric and NSTAR Gas wfll be required to refund a total of $44. 7 million to their respective
customers, which was included i11 our regulatory liabilities as ofDecember 31 , 2014. Upon the DPU's approval, we will adjust our regulatory
liabilities, which we expect wi ll result in un after-tax benefit of approximately $ 14 million. We expect a response from the DPU in the first quarter or
2015.
Basic Service Bad Debt Adder. fn accordance with a generic 2005 DPU order, electric uti li ties in Massachusetts recover t11e energy-related portion
of bad debt costs in their Basic Service rates. ln 2007, NSTAR Electric filed i1s 2006 Basic Service reconciliation with the DPU proposing ao
adjustment related to the increase of its Basic Service bad debt charge-offs. The DPU issued an order approving the implementation of a revised
Basic Service rate but inslr\lCted NSTAR Electric to reduce distribution rates by an amount equal to the increase in its Basic Service bad debt chargeoffs. This adj ustm ent to NSTAR Electric's distnoution rates would eliminate the fully reconcfiing nature of the Basic Service bad debt adder.
In 20 I0, NSTAR Electric filed an appeal of the DPU's order with the SJC. NSTAR Electric's position was that it had fully removed the collection of
energy-related bad debt costs from its distribution rates effective January l , 2006. Therefore, no further adjustment to dis1ributfon rates was
warranted. fn 2012, the SJC vacated the DPU order and remanded the matter to the DPU for fitrtl1er review.
As of December) I, 2014. NSTAR Electric has a total deferred regulatory asset of approxima~ely $33 millfon of costs associated with energy-related
bad debt.

On January 7, 2015, the DPU issued an order on remand stating that NSTAR Electric had. in fact, removed energy-related bad debt costs from
distribution rates effective January l , 2006. The DPU order approved NSTAR Electric's 2005 and 2006 reconci liation tilings and ordered NSTAR
Electric and the Massachusetts Attorney General to collaborate on the submission of a proposal for !he reconci liation of energy-related bad debt costs
for the open years of2007 throu gh 2014 by April 7, 2015. Management expects to present a proposal to the Attorney General in the lirst quarter of
2015 wi th a decision from the DPU later in 2015.
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Long-Tenn Wind Contracts: Oo January 6. 2015, NSTAR Electric tem1inated a l 5-yearrenewable energy comrncr wilh Cape Wind Associates. LLC
due lo Cape Wind Associatcs. L.LC's failure to fulfill obligations under the contract. Under this contract.NSTAR Electric would have purchased 129
MW of renewab le energy from an offshore wind energy facility. which was scheduled to achieve commercial operatioa by December2016. As a
result, and in accordance with the 2012 DPU-approved comprehensive merger settlement agreement \\~th the DOER. NSTAR Electric will issue a
request for proposal (RFP) for new MassachusettS RPS Class I qualified renewable contracts with a tem1 oFal least 15 years. for approximately 2
percent of its electric load requirement. TI1e RFP shall be issut:d no later than March 31. 2016 in accordance wilh the provisions of the procurement
obligations of the Green Communities Act.
NSTAR Gas Distribution Rates: On December 17, 2014, NSTAR Gas filed an application with 1he DPU n:questing an increl!Se in rates, effective
January 1, 2016. NSTAR Gas requested an increase in b~e distribution rates of$33.9 million. We exµect a final decision in !he fourth quarter of
2015.

New Hampshire:
Distribution Rates: In 20 14, PSNH filed for a distribulion rate decrease in accordance wilh the Earnings Sharing Agreement addressed in the 2010
lfHPUC approved distribution rate case settlement. On June 27, 2014, Lbe NH.PUC approved a one year decrease to distribution rates of$1 .3 million,
effective July I. 2014.

ES and SCRC Rates·: Ori December 15, 2014, PSNTI updated its requesl with the NHPUC to adjust its ES and SCRC rates effective January 1, 2015,
PSNH's 1.1pda1e proposed to increase the currem ES and SCRC billing rares to retlect projected costs for 2015. On December 29, 2014, the NHPUC
aJ>proved the request. The approved energy supply portion ofthe 2015 rate is I0.56 cents per kWh and the SCRC rate for 2015 is 0.110 eencs pcr
kWh.
Clean Air Project Prudence Proceeding: The Clean Air Pr~ject. which involved the installation of wet scnibber technology al PSNH's Merrimack
coal-lired genera1ion station in Bow, New Hampshire. pursuant to state law, was placed in se1vicein September 2011. I.n November 2011, the
NHPUC opened a docket to review the Clean Air Project, inc.:.luding the establishment of temporary rates for near-term recovery of Clean Air Project
costs, a prndence review of PSNH's overall constmction program, and establishment of permanent rates for recovery of pnidently incurred Clean Air
Project costs. lo April 2012, the NHPUC issued an order authorizing temporary rates to recover a significant po11ion of the Clean Air Project costs.
The docket remains open to conduct a comprehensive prudence review of the Clean Air Project and the establ islnnenr of permanent rates. The
tempor!U)' rates will remain in effect u1Hi l peon anent rates allowing full recovery of all prudently incurred co.sts are approved. At that time. the
NHPUC will reconcile recoveries collected under the temporary rates wit11 approved pemianent rates,
The NliPUC concluded its prudence he!liings in October 2014. On December 26, 2014, PSNH requested that U1e NHPUC stay U1is proceeding in
order to allow discussions to take place with other significant parties to detennine whether a collaborative reso lution of all issues was achievable.
The New Hampshire Governor and Senate Majorily Leader expressed support for this effort. On January 15, 2015, the NT !PUC issued ru1 order
granting the motion to stay in this proceeding, and settlement discussions have ensued.
Whfle we cannot predict with certainty the ourcome of the Clean Air Project pmdence review, we believe all costs were incurred appropriately and
continue to remain probable ofrecovery.
Generation: In 2013, the NHPUC opened a docket to investigate mark.et conditions affecting PSNH's ES rate, how PSNH will maintain just and
reasonable rates in light oftl1ose conditions, aod any impacr of PSNH's generation ownership on the New Hampshire competitive electric market.
The NJ IPUC accepted from the NHPUC Staffa "Repon on Investigation into Market Conditions, Default Service Rate, Ge11eratlon Ownership and
JmpaoL on the Competitive Electricity Market." The report recommended that the NHPUC ewd!l1ine whether default service rates remain $UStainable
on a going fonvard basis, ddine "jusl and reasonable" with respect to default service in the context of competitive retui.I market~, analyze the current
and e:-']'ected value of PSNH's generating uni1s, and identify mlllins to 111itiga1e and address stranded cost recovery.

Tn 2013, ll1e NHPUC issued a Rt:quest for Proposal to hire a valuation C/\'J>ert to detem1ine the market value of PSNH's generation assets and
entitlements. TI1e State ofNew Hampshire Legislative Oversight Committee on Electric Uti lity Restructuring (Oversight Committee) requested that
the NHPVC conduct an anulysis to deten11ine wbether it ts now in the eco110111ic interest of PSNH's retail customers for PSNH to divest its interest in
generation plants, The Oversight Committee asked for a preliminary report on the findings by April 1, 2014 that would include at a minimum the
NHPUC Stall's position, the analysis of the valuation expert, and any recommendat ions for legislation that may be needed concerning dives1lture or
otherwise relaled to this issue.
On April I. 2014, the NH PUC staff issued a "Preliminary Status Report Addressing the Economic Interest of PSNH's Retail Customers as il Relates
lo the Potential IJivestiture ofPSNH's Generating Plants," which included a consultant's analysis of lhe fair market value of PSNH generating assets
and long-tem1 power purchase contracts. The consultant's analysis estimated the fair market va lue of PSNH's generation assets to be $225 million as
of December 31 , 2013 and compared Uint amount to a stat1:d net book value of $660 mfllion, implying potential "stranded costs" of approximately
$435 million. NH:PVC statTmade three recommendations: (1) that aoy further actions relating to PSNH's generating assets await a final decision in
the Clean Air Project (scrubber) prudence proceeding; t2) that existing laws regard ing divestiture. energy ser\iice, and cosl recovery be hannonized;
and (3) tJiat ISO-NE provide input on the economic and reliability consequences of retirement of PSNH's coal- and oil-fired electric ge11eratlng
plants.
During the 20 14 Legislative session. in response to the NHPUC staff repon, the Legislature enacle<l chnnges to the laws governing divestiture of
PSNH's generation assets, effective September 30, 2014. The new law required tJ1e NHPUC to initiate a proceeding before Jnnuary 1, 2015. to
detennioe whether all or some of PSNH's generation assets should be divested. The NH PUC opened ils docket DE 14-238 on September 16. 2014.
A progress report from the NHPUC must be provided to the Oversight Committee by March 31 , 2015. The law gives the NHPUC express authority
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to order che divt:stilure ofall or some of PSNH's generation assets if the NHPUC finds it is in the ecouomic interest ofcuscomers to do so. The law
also clarified the definition of"stranded costs" lo include costs approved for recovery by the NHPUC in connection with the divestiture or retirement
of PSNl l's generation assets.
ln the event of generation asset divestiture or retiremenc, pre.sen! law and the PSNJ I Restructuring Settlement Agreement approved in 2000 reqtaire
that che NHPUC provide recovery ofany stranded coses by PSNH. We coucinue to believe generation investments and p11.1deotly-incurred costs
rema in probable of recovery.
Legislative and Policv Maners

Federal:
On December 19. 2014, the "Tai\ lo crease Prevention Act of 2014" became law. which extended the accelerated deduction of depreciation to
businesses through 20 14. This extended stinn1lus provides NU whh cash now benefits ofapproidmately $200 million (approximately $70 million at
CL&P)in 2015.

Massachusells:
On July 7, 2014. Massachusells enacted "An Act Relative to Natural Gas leaks" (the Act). The Aclt<Stablishes a uniform natural gas leak
classification standard for all Massachusetts natural gas utilities and a program that accelerates the replacement of agin g nat11ral gas infrastructure.
The program will enable companies, including NSTAR Gas, to better manage the scheduling and costs ofreplacement. The Act also calls for the
DPU to authorize natural gas utilities to design and offer programs to customers that will increase che availability, affordability and feasibility of
natural gas service for new customers. On October 31, 2014, NSTA R Gas filed the GSEP with the OPU, We expect a decision on lhe program in
April 2015.
Critical Accountinl! Policies
The preparation of fi nancial statements in conformity wit11 GAAP requires management to make estimates, assumptions and, at times, difficult.
su~jective or complex judgments. Changes in these estimates, assumptions and judgments, in and of themselves, could materially impact our
fi nancial position, results of operations or cash tlows. Our management communicates to and discusses with the Audit ConlllliHee of our Board of
Trustees significant matters relating to critical accounting policies. Our critical accounting policies are discussed below. See tl1e combined notes to
our financial statements lor fi.1Tther fnfomialion concerning the accounting policies. estimates and assumptions used in the preparation of our fioancia l
statements.

RegulatOJy Accou111i11g: The accounting policies of !he Regulated companies follow the application of accowning guidance for entities witJ1 rate.regulated operations and reflect c.he effects of the rate-making process.
The application of accow1ting guidance for rate-regulated enterprises results in recording regulatory assets und liabilities. Regulatory assets represent
the deferral of incurred costs that are probable of fi1ture recovery in customer rates. Regulatory assets are amortized as 1he incurred costs are
recovered through customer rates. In some cases, we record regulatory assets before approval for recovery has been reco::ived from tho:: applicable
regulatory commission. We must use judgment to conclude (hat costs deterred as regulatory assets are probable of future recovery. We base our
conclusion on certain factors, including, but not limited to, regulatory precedent. Regulatory liabiiitie:i represen t revenues received from customt:rs
to fund expected coses that have not yet been incurred or probable future refunds to custoille(S,
We use our best judgment when recording regularory assets and ffabilities: however, regulatory commissions can reach different conclusions about
the recovery of costs, and those conclusions could have a material impact on our financial statements. We believe it is probable that !he Regulated
companies will recover t11e regulatory assets tJ1at have been recorded If we determined that we could no longer app ly tJ1e accounting guidance
applicable to rate-regulated enterprises to our operations, or that we could not conclude that it is probable U1at costs wou ld be recovered from
cusc.omers in future rates, the costs would be charged to earnings in the period in which the determination is made.

Unbilled Revenues: Tho detcm1inatio11 or retail energy sales to residential. commercial and industrial customers is based on the reading of mo::ters.
which occurs regularly throughout the month. Billed revenues are based on these meter readings, and 01e majority of recorded annual revenues is
based on actual billings. · Because customers are billed throughout the month based on pre-determined cycles ratl1er than on a calendar month basis,
an estimate of electricity or narural gas delivered co customers for which the customers have not yet been billed is calculated as of the balance sheet
date.
Unbilled revenues represent 1111 estimate of electricity or natural gas delivered to customers but not yet billed. Unbilled reven ues are incl uded in
Operating Revenues on the statement of income and are assets on the balance sheet that are reclassified to Accounts Receivable in the following
month as customers are billed. Such estimates are subject to adjusm1o::nt when actual meter readings become avaifable. when c·here is a change in
estimates and under other circumstances.
The Reg.ulated companies estimate unbilled sales monthly using che daily load cycle method. The daily load cycle method allocates b!Ued sales to
the current calendar month based on the daily load for each billing cycle. The billed sales are subtracted !Tom total montJ1 load, net of delivery
losses, co estimate unbilled sales. Unbnted revenues are estimated by first allocating unbilled sales to the respective customer classes, then applying
an estimated rate by customer class to those sales. The estimate ofu11billed revenues is sensitive to numerous factors, such as energy demai1ds.
weather and changes in the composition of customer classes that can significantly in1pnct the amount of revenues recorded.
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Pe11sio11 and PJJOP: We sponsor Pension and PBOP Plans to provide retirement benefits to our employees. Effective Ja1mnry 1, 20 15. the two
Pension Plans were merged into ooe Peosion Plan, sponsored by NUSCO, and the PBOP Plans were merged into one PBOP Plan, sponsored by
NUSCO. For each oflhese plans, several significant assumptions are used 10 determine the projected benefit obligation, funded status a11d net
periodic benefit cost. These assumptions include fhe expected long-tenn rate of rerum on plao assets , discount rate, compensation/progression nitc,
mortality assumptions, and health care cost trend rates. We evaluate tl1ese ass1,1I11ptions at least annually and adjust them as necessary. Changes in
these assumptions cot~d have a material impact on our f10ancial position. results of operations or cash Dows.

Pre-tax net periodic benefit expense (excluding SEflP) for the .Pension Plans was $118.4 million, $236.3 million and $234.9 million for the years
ended December 31 , 2014_ 2.013 and 2012 respectively, The pre-tax net periodfo benefit expense for U1e PBOP Plans was $8. 1 million, $32.6
million nild $72.3 million for the years ended December 31. 2014. 2013 and 2012, respecti vely. NSTAR Pension and PBOP expense was included in
NU beginning April J(}, 2012.
Expected LoniL-Term Rate ofReturn on Pinn J\ssets; In developing this asswnption, we cons ider historical and expected returns and input from ow·
consultants. Our expected long-tenn rate of return on assets is b11sed on assumptions regarding target asset allocations and corresponding expected
rates of return for each asset class. We routinely review the actual asset allocations and periodically rebalance the invescments to the targeted asset
allocations when appropriate. For the year ended December 31 , 2014, our aggregate expected long-term rate of return assnmption of 8.25 percent
was used to detennine our Pcnsio11 and PBOP expense. For the forecasted 2015 Pension and PBOP expense, our expected long-term rate ofretum of
8.25 percent for all plans was used reflecting our target asset allocations.
Discount Rate: Paynlent obi igations related lo the Pension and PBOP Plans are discounted at interest rates applicable to the expected timing of each
plan's cash nows. rhe discollnt ra te tJiat is utilized in determining the Pension and PBOP obligations is based on 11 yield-curve approach" This
approach is based on a population of bonds with an average rating of AA based on bond mtings by Moody's. S&P and Fitch, and L1ses bonds v.1ith
above median yields within that population. A5 of December 31 , 2014, the discount rates used to detem1ine the fonded status were 4.2 percent for
the Pension Plans and4.22 percent for the PBOP Plans. As ol'Decembcr3 l, 20 13 , the discount rates used were 5.03 percent for the NUSCO Pension
Plan, 4.85 percent for the NSTAR Pension Plan, 4. 78 percent for the NUSCO PBOP Plans and 5. l 0 percent for the NSTAR PBOP P lan. As of
December 31 , 2014. the decreases in the discount rates resulted In an lncrease on NU 's ti.mded status liability of approximately $530 million and
$1 10 million for the Pension and PBOP Plans. respectively.
ComoensacionlProgression Rate: This assumption reflects the expected long-term salary growth rate, including consideration of the levels of
increases bui lt into coJ1ective bargaining agreemeJlts, and impacts the estimated be.nefits that Pensio11 Plan participants receive in tJ1e future. As of
December 31, 20 14, the compensation/progression rate used to determine the funded status was 3.5 percent.
Mortality J\ssumptions: Asswnptions as to mo1tality of the participants in our Pension and PBOP Pluns are a key estimate in measuring the expected
payments a participant may receive over their lifetime and the plan liability we need ro record. During 2014, the Society of Actuaries released a
series of updated mortnlity tables resulting from recenl studies that measured mortality rates for various groups of individuals. The updated mortality
tables released in 2014 reflect increased life expectancy of plan participants by 3 to 5 years and have the effect of increasing the estimate of benefits
to be provided to plan participants. As of December 31 , 2014, the impact of this adoption on NU 's fonded status was an increase in the liability of
approximately $340 million and $82 million for the Pension and PBOP Plans, respectively.
Actuarial Detennination of Expense: Pension and PBOP expense is detem1ined by our actuaries and consists of service cost ru1d prior service cost.
interest cost based on the discounting oftl1e obligations. amortization of actuarial gains ru1d losses and amortization oftl1e net transition obligation
(whic11 was fully amortized in 2013), offset by the expected return on plru1 assets. Actuarial gains and losses represent d ifferences between
assw11ptions and acll!al iufonuntion or updated assumptions.
Effective Jru1uruy J. 2015, as a result of the merger of the N USCO Pl!nsion 1md PBOP plans into the respective NSTAR plans, the NSTAR
accounting policies became effective for the NUSCO plans. For the NSTAR Pension and PBOP plans, we apply a corridor approach to determine
the p01ential actuarial gain or loss to be amortized in the Pension and PBOP net periodic benefo expense. TI1is amorti;i;ation approach is applied if
tbe unrecogn ized actuarial gains or losses exceed l 0 percent· of the greater of the fair value of plan assets or the projected benefit obligation. This
excess is amortized over the average remaining service period of active plan participants, (11 addition. for the NSTAR plans. the expected return on
plan assets is determined by applying the asswned long,-lerm rate of return to the Pension and PBOP Plan asset balances. This calculated expected
return is compared to tJ1e actual return or loss on plan assets al tlle end of each year to detemline the investment gains or losses to be immed iately
reflected in actuarial gains and losses. For the years ended December 31. 2014, 2013 and 2012, the NUSCO Pension and PBOP plans did not utilize
tbe corridor approach, and the expected return on plan assets was determined by applying our assumed long-term rate of return to a four-year rolling
average of plan asset fair values. This calculation recognized investment gains or losses over a four-year period &om the years in which they
occurred.
Forecasted Exoenses and Exnected Contributions: We estimate Uiat the expense for the Pension and PBOP Plans will be approximately $ 130 million
and $4 million. resp<!ctively. in 201 S. Pension and PBOP expense for suhsequent years will depend on future investment performance. changes in
future discount rates and other assumptions, and various other factors related to the populations participating in the plans. Pension and PBOP
expense charged co eru:nings is net of the amounts capitalized.
Our policy is to annually fund the Pension Plans in an amount 1H least equal to the amount that will satisfy federal requirement~. We contributed
$17L6 million to the Pension Plans in 2014, of which $101 million was contributed by NSTAR Electric. We currently estimate approximately $ 155
million of contributions to the Pension Plan in 2015.
For the PBOP Plans, it is our policy to annually fund the PBOP Plans up to the maximum tax-deductible level permitted. We contributed $40 million
to the PBOP Plans in 2014. We currently estimate approxfmately $27 million in contributions to the PBOP Plan in 2015.
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Sensitivity Analvsis: The following represents the hypothetical increase 10 tl1e Pension Plans' (excl ud ing SERP) and PBOP Plans' reponed annual
cost as a result of a change in the tbllowi11g assumptions by 50 basis points:
Increase.in Pension Plan CGst

Increase in PBOP Plan Cost
As of December 31,
2013
2014
2013

(Millio11.<1JfD1>/i<11'$)

2014

Assumption Change

NU
Lower expected long-tenn rate of return
Lower dfscouot rate
t1igher compensation rate

$

s
s

19,3
19.I
10,2

$

l7.2

$

~'.!.3

$

12.4

$
$

4.0
2.2

NIA

$
$

3.4
6.8
NIA

1-lealth Care Cost: As of Decembl!r3 l, 2014, !he hea lth care cost trend rate assumption used to de!em1 ine the PBOP Plans' year end funded status
was 6.5 percent, subsequently decreasing to an ultimate rate of 4.5 p~rcent in 2023. The effect of a hypothetical increase in the health cnre cost trend
rate by one percentage point would be an increase to the service and interest cost components of PBOP P lan expense by $5.3 mill ion in 2014, 1md a
$1 l 1.2 million increasi:: to the PBOP obligation.

Goodwill: We have recorded approximately $3.5 billion of goodwill associated with previous mergers and acquisitions. We have identified our
reporting unitS for purposes of allocati11g and resting goodwill as ElectTic Distribution. Electric Transmission and Natural Gas Distribution. 11iesc
reporting units are consistent witJ1 our operating segments underlying our reportable segments. Electric Distribution and Electric Transmissiou
reporting units include cnrrying values for the respective components of CL&P. NSTAR Electric, PSNH and WMECO. The Natural Gas
Distribution reporting unit includes the carrying values ofNSTAR Gas and Yankee Gas. As of December 3 1, 20 14. goodwi ll was allocated 10 the
reporting units as follows: $2.S billion t-0 Electric Distribution, $0.6 billion to ElectricTransmission, and $0.4 billion to Natural Gas Distribution.
We are required to test goodwill balances for impainnent at least annually by considering the !ilir wlues of the reporting units. which requires us to
use estim11tes and judgments. We bRve se lected October 1.i of each year as the annual goodwi ll impainnent testi ng date. Goodwill impainnent is
deemed to exist if the carrying value of a reporting unit exceeds its estin1ated fair value and iftJ1e implied fair value of goodwil l based on tJ1e
estimated fair values of the reporting units' assets and liabi lities is less 1han the can-ying amount of the goodwill. Jf goodwill were deemed to be
impaired, it 'vould be written down in the current period to the extent of the impaimmll.
We perfom1ed an impaim1ent test of goodwill as of October I, 2014 for the ElectTic Distribution, Electric Transmission and Natural Gas Distribution
reporting tmits. This evaluation required tile lest of several factors that impact the fair value of the reporting units, including conditions and
assumptions that affect the future cnsh Oows of the reporting units. TI1e 2014 goodwill impainnent test· resulted in a conclusion that goodwill is nor
impaired and none of tJ1e reporting w1its is at risk of a goodwill impainnenl

!ncome Taxes: li1come tax expense is estimated annually for each of the jurisdictions i11 which we operate. This process involves estimating current
and deterred income iax expense or benefit and the impact of temporary differences resu lting from differing treatment of items for financial reportfog
aud income tax retum reporting purposes. Such differences are the res ult of timing of the deduction for expenses, as well as m1y impact of pem1anen1
differences, non-tax deductible expenses. or other items, including items that directly impact our tax return as a result of a regulatory activity (flowthrough items). TI1e temporary differences and flow-through items result in deferred tax assets and liabilities that are included in the balance sheets.
The income tax estimation process impacts all of our segments. We record income tax expense quarterl y using an estimated annualized etfoctive tax
rate.
We also account for 1moertainty in income ta,xes, which applies to aU income ta.'< positions prev1011sly filed in a lax return and income tax positions
expected to be taken in a future tax rettu11 that bave been reflected on our balance sheets. The determination of whether a tax position meets the
recognition tl1reshold under applicable accounting guidance is based on fact$ and ci rcumstances available to us. O nce a ta,x position meets the
recognition threshold, the tax benefit is measured using a cumulative probability assessment. Assigning probabilities in measuring a recognized tax
position and eval uating new infonnation or events in subsequent periods requires significant judgment and could change prev ious conclusions used
to measure the tax position estimare. New infomiation or events may include tax examinations or appeals (including infonnation gained from tJ1ose
examinations). developments in case law. settlements of tax positions, changes in tax law and regulations. rulings by taxing authorities and statu te or
limitation expirations. Such infonnation or events may have a significant impact on our financial position, results of operations and cash !lows.

Acco1111tingfor E11viro11mental Reserves: Environmental reserves arc accrued when assessments indicate it is probable that a liability has been
incurred and an amounlcan be reasonably estimated, Ad,justments made to estimates of environmental liabi lities could have a significant impact on
earnings. We estimate these liabilities based on find ings through various pbuses of the assessment, considering the most likely action plan from a
variety of avai lable remediation options (ranging from no action required to full site remediation and long-te1m monitoring), current site .information
from our s ite assessments, remediation estimates from third party engineering and remediation contractors, and our prior experience in remediating
contaminated sites. If a most likel.Y action plan cannot yet be determined, we estimate the liability based on the low end of a range of possible action
plans. Our estimates incorporate currently enacted stale and federal environmental laws and regulatioJJs and data released by the EPA and other
organizations. TI1e estimates associated witl1 each possible action plan are judgmental in nature partly be.;ause there are us ually several differenr
remediation options from which to choose. Our estimates are subject to revis ion in future periods based on actual costs or new infonnation from
other sources. including tJ1e level of contamination at the site. the ex1enl of our responsibil ity or the extent of remediation required, recentl y e nacted
laws and regulations or a change in cost estimates due to certain economic factors.

Fair l'aluc Measure111e111s: We follow fair value measurement guidance that defines fair value as the price tJ1at would be received for the sale of an
asset or paid to transfer a liability in an orderly transaction between market participants a1 !he measureml!nt date (an exjt price). We have applied this
guidance to our Company's derivative contracts that are not elected or designated as "normal purchases or normal sales" {normal), to marketable
securities held in trusts. Olll' valuations of investments in Ollr Pension and PBOP Plans, and nonrecurring fair value measurements ofnonfinancial
assets such as goodwill and AROs.
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Changes in fair valu.e of the Regul11tedco111pany derivative contracts are recorded as Regulatoiy Assets or Liabilities. as we recover the e-0sts oflhese
contracts in rates charged to customers. These valuations are sensi tive to the prices of energy and energy-related products in future years for wh ich
markets have not yet developed and assumptio11s are made.
We use quoted market prices when ava ilable to determine fair values of financial instruments. If quoted market prices are not available, fnir val ue is
delem1ined using, quoted prices for similar instru ments in active markets. quoted prices for idcntica.l or similar instruments {ha! are not active and
model-derived val uations. When quoted prices in active markets for the same or similar instruments are not available. we va lue derivative contracts
using models that incorporate both observable and unobservable inputs. Significant unobservable inputs utilized in Uie models include energy ru.1d
energy-related product prices for future years for long-dated derivative contracts and market volatilities. Discow1ted cash now valuat ions incorporate
esti mates of premiums or discmmts. reflecting risk adjusted profit tl10l wou ld be required by a market pru1icipant to arrive al an exi t price, using
avai lable historical market transaction infonnation. Valuations of derivative contracts ulso reflect our estimates of nonperformance risk, inuluding
cre<lil risk.
Other Matters

Accounting Standards: For information regarding new accounting standards. see Note IC. "Summaiy of Significant Accounting Policies Accounting Standards," to the financial statements.

Comractuaf Obligations and Commercial Com11wme111s: Infom1ation regarding our contractual obligations and commercial comm itments as of
December 3 l, 2014 is summarized annually through 2019 and thereafter as follows:
NU

1M11tiom Qfl)nllllr.r)
Long. term debt maturities <•l
Estimated interest pa)•ments on existing debt tbl
Capital leases 1•>
Operating leases (d)
Funding of pension obl1galions Id) <•1
Funding of PBOP obligations (d)
Estimated Future annual long-tenn contractual costs (n
Total <ai

2015

s

s

CL&P
(Ml/lmn.<Oj /)o/lar'1)

Long-term debt maturities <•>
Est11nated interest payments tJn exishng del1t <b>
Capital leases Ce>
Operating leases Cd)
Funding of pension obligations td1(e)
Estimated future annual long-tem1 contractual costs m
'J'oral !al
(OJ

2016

216.7
336.5
2.4
20.1
154.6
26.5
685.8
1,442,6

s

s

2.2

s

2015

$

200.0
330.7
17.6
146.2
27.9
598.2
1,322.8

2016

s

2017

2018

s

126.5

l .O

1.9

l .O

2.0

4.3

3.8

'.!33.4
530.7

241.8

2.6
19.7
169_1
565.9 $

l .5
18.4
l'.!3.4
549.5 $

$

0.8

s

374.8 $

Tut al

Thereafter

421.6
J,681.2 $

250.0·
121.5

162.0
1190

$

s

800.0
810.0 $
273.9
246.2
2.1
2.0
10.5
8.6
76.0
15.0
71
4.1
327.6
290.0
1,507.2 $ 1,365.9

745.0
326.2
2.1
14.6
145.4
26.3

s

2019

·2018

2017

s

4,956.6
2.502.3
3.5

s

22.S

s

2019

300.0 $
1042

250.0 $
88-8
2.0
1. 1

4.3
106.4
45'.!.6 $

N/A
4.5
2,198.4
9,687.8

s

Thereafter

1,640.3
1,138.8
3.5
4.0
N/A

7,728.3
4 .0 15 8

14.3
93.9
537.2
96.4
4,521.6
l 7,007.5

Total

s

779.7

J,566.3 $

2,602.3
1,709.8
13.4
17.3
43.2
1.653.8
6,039.8

Long-rerm debt maturities exclude the spent nuclear fuel obligation, net unan1ortized premiums and discounts. and other fair value adjustments.

tb> Estimated interest payments on fixed-Tale debt are calculated by multiplying the coupon rare on the debt by its scheduled notional ammmt OUlStanding for the
period of measurement Estimated interest payments on floating-rate debt ate calculated by mullfplyfng the end or2014 nontfng-rate reset on the debt by its
scheduled nor10nal amount outstanding for the penod of measurement. This same rate is then assumed for the remaining life of the debt.
M

The capital lease obligations include interest.

(di

Amounts are not included on 01,1r baJ!lllce sheeis.

«J

These amounts represent NUs estimated minimum pension contributions to its qualitled Pension Plans required under federal legislation. Contributions in 20 16
through 2019 and thereafler will vary depending on many factors. moluding the performance of existing plan assets. valuation of the plan's liabilities and longterm discount rates. and are subject to change.

tf)

Other than cenain derivative contracts held by the Regulated companies, these obligations are not included on out balance sheets.

t81 Does not include other long-tenn linbnities recorded on our balance sheet, such as environmental reserves, employee medical insurnnce, workers compensation
and long·tenn disability insurance reserves, ARO liability reserves and other reserves, as we cannot r11ake reasonable estimates of the timing of p11yments. Also
doe5 not include an NU contingent commitment not included on our balance sheets of approximately $30 million to an energy investment fund. which would be
invested under cenain conditions, as we cannot make reaso11able estimates oft he periods or the investment contributions.
For fu1ther informatiou regarding our contractual obligations and commercial com miLtnents. see Note 6, "Asset Retirement Obligatious," Note 7,
"Short-Tem1 Debt," Note 8, ''Long-Tem1 Debt." Note 9A, "Employee Benefits - Pension Bene'fits and Postretirement' Benefits Other Than Pensions,"
Note 11 , "Commitments and Contingencies." and Noto 12, "Leases," to the 'financial statements.

44

Page 81 of274
RESULTS OF OPERA TIONS-NO RTHEAS'f UTILITIES A. D SUBSIDIARIES
The following provides the amounts and variances in operating revenues and expense line items in the statements of income for NU for the yel!Ts
ended December 3 1, 2014, 2013. and 2012 incl uded in !his Annual Report on Form l 0-K. The year ended December 3 1, 2012 amoiiots inclL1de the
operations of NSTAR beginning April l 0. 2012
Comparison of1014 to 2013:
For the Years Ended
(Afi/lrw1s of t)oflars)
Oper~ting Revenues

Operating Expenses:
Purchased Power, Fuel and Tran~mission
Operations and Maintenance
Depreciation
Amortization of Regu latory Assets, Net
Amortlzalion of Rate Reduction Bonds
Energy Efficiency Programs
Tn.'<es Other Than Income Truces
Total Operdting Expenses
Operating Tncome
Interest Expense
0 1her Income. Net
Income Before 1ncome Tax Expense
Income Tax Expense
Net lncotrte
Net Income Attribuiable to Noncomrolling Interests
Net Income Attributable 10 Controlling ln1eres1

$

7.741.9

$

3,021.6
1.427.6
614. 7
10.7

7,301.::!
2.48.3 0

538.6

1.515.0

(87.4)

610.8
106.3
42.6
40l.9

473.1
561.4
6,!09. 1

(42.6)
7 1.::!
49.2
3373
103.4
23.4
(5.3)
74.7

5.771.8
U'.!94
338.7

362. 1
24,6
1,295.3

29.9

1,220.6

468.3

s

3.9

(t95.6)

5 1 ~.2

l.63'.l.8

&27.0
7.5
819 5

December31,

lncreast/
(Decrease)
$
440.7

2013

2014

426.9
793.7
77
786.0

$

41.4
33.3
(0,2)

JJ.5

$

Percent

6.0%
11.7
(5.8)
0.6
(94,8)
( 100.0)
17 7
9.6
5.8

6.8
6 .9
( 17.7)
6.1
9. 7

42
(:?.6)
4.3 %

Operating Reve nu es
forthe

\'enrs Ended Oeccmber31,
l o~ren.se/

(Million.<ofJ)ol/or.<)

Elec1ric Distribution
Natural Gas Distribution

s

Transmi~ion

Or11er and Elfminntions
Total Operating Revenues

l OJ J

2014

$

5.663.4
1,007.3
1.018.2
53.0
7.741.9

$

5

5,362..3
855.8
978.7
104.4
7.301.2

s

{l>tcrc11s•1

301.l
151.5
39.5

(51.4)

s

440. 7

Percent
5.6%
17.7
4 .0
(49.2)
6,0%

A summary of our retail electric sales volumes and firm natural gas sales volumes were as follows:
~f'or

the Yenrs Ended Decem ber 31,

"lncrc:isc/
2014

Retail Electric Sales Volumes In GWh
Firn1 Natural Gas Sales Volumes in Mi llion Cubic Feet

2013

55.3"3 I
98,258

54,442
104,191

( De~rease)

(889)
5,933

(1 .6)%
60

Operating Revenues increased $440.7 million in 20 14 compared to 20 13.
The most sig11ificant factor in U1e increase in revenues relates to CO$t tracking mechanisms for !he recovery of higher costs associated with the
procurement of energy supply, whieh increased $506.8 million and $126.9 million for electric distribution and natllral gas distribution, respectively.
These costs were impacted by the overall New Englund wholesale energy suppl y market in which h.igher natural gas delivery costs had !ill adverse
impact on the cost of electric energy purchased for our retail electric customers and the cost of natur:il gas purchased on behalf of ou r retail natural
gas customers. Energy supply costs arc recovered from customers in rates lhrough cost tracking mechanisms an d therefore have no impact on
earnings. These cost~ and related recovery impacts were partially offset by decreases in transition cost recovery revenues, which are recovered
through cost !Tacking mechanisms. reflecting the full collection Jn 20 13 of previously deterred costs, as well as the foll amortization ofRRBs.
F im1 base natural gas distnoution revenues increased $26.3 million in 2014, as compared to 2013, wh ich retlected a 6 percent increase in firm natmal
gas sales volumes. The increase in sales volumes was driven primarily by the colder winter weather experienced throughout our service territories in
the first quarter of2014. The weaU1er conditions experienced were significantly colder U1an both nonnnl and U1e same period last year throughout
New England and our service territories in Connecticut and Massachusetts. Weather-normalized total finn natural gas sales vol umes (based on 30year average temperatures) increased 2..9 percent in 2014, as compared to 20 13. due primarily to residential and oonunercial customer growth.
Base electric distribution revenues decreased $12. l million in 2014 com pared to 2013. This re flected tbe impaol of a 1.6 percent decrease in retail
electric sales volumes. 111e decrease in sales volumes was drive11 primarily by the cooler summer weather in 2014 compared to 2013. as well as the
impact of our utility-sponsored energy efficiency programs. Weather-normalized retail electric sales volumes decreased 1 percent in 2014, as
compared lo 2013. reflecting the impact of our utility-sponsored energy efficiency programs. The negative sales volume impact was partially offset
by the impact of CL&P's base distribution rate increase effeclive December I, 2014.
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CL&P and NSTAR Electric recognized losi base revenue (LBR) related to reductions in sales volume as a result of energy efficiency. LBR is
recovered from retail distribution customers. lncludtng the impact from the recognition of LBR.. base distribution revenues increased in 2014, as
compared to 2013. We recognized $45.2 million ofLBR in 2014, compared to $20.3 million in 2013. Effective December 1, 2014. CL&P no longer
recognizes LBR due to its revenue decoupling mechanism, which, similar to WMECO's revenue decoupling. mechanism. provides a base amount of
distribution revenues ($1.041 billion on an annual basis) that effectively breaks the relationship between revenues and customer electricity usage.
The revenue decoupling. meclianism is designed to allow each ofCL&P and WMECO to encourage energy efficiency for its customers without
negatively impacting its revenues.
Transmission revenues increased $39.5 million in 2014, as compared to 2013, due primanly to the recovt!ry ofhight!r revenue requiremen ts
associated with ongoing investments io our transmission infrastructure. This increase was partially offset by the impact oftbe $37 million net resen1e
recorded in 2014 as a resu lt of the 20 14 PERC ROE orders, compared to the $23.7 million reserve recorded in 20 13 for the FERC ALJ initial
decision in the fERC base ROE complaints.
Purchased Power, Fuel and Transmission expense includes costs 11Ssocinted will1 purchasing electricity ru1d nalural gas on behalf ofour customers.
These energy supply costs are recovered from customers in rates through reconciling cost tracking mechanisms, which have no impact on earnings
(tracked oosts). Purchased Power, Fuel and Transmission increased in 2014, as compared 10 2013, due primarily to the fol lowing:
(Mi/11011.< of Dollars)

Electric Distributio11
Natural Gas Distribution
Transmission
01her and Elimination~
Total Purchased Power, Fuel and Transmission

l ncrease/(De<:r ease)

s

458.l
104. J
(1.8)

(20.9)

538.6

$

The increase in purchased power, fuel and 1tansn11ss1on al the electric arid natural gas distribution businesses were driven by the hi~er costs
associated with the procurement of energy supply. As a resu lt ofincrcases in the New England wholesale energy supply market for both electricity
and natural gas, the costs incurred to purchase energy on behalf of our customers were significantly higher i.n 2014 compared to 2013. Our energy
suppl y costs were impacted by higher natural gas delivery costs, which had an adverse impact on the cost of electric energy purchased for our retail
electric customers and the cost of natural gas purchased on behalf of our retai l natural gas cuslomers.
Operations and Maintenance expense includes tracked costs and costs that are recovered through base electric and natural gas distribution rates,
which therefore impact earnings (non-tracked costs). Operations and Maintenance decreased in 2014, as compared to 2013, due primarily to the
following:
ln cre-•se/(Decre,ase)

(M1/l/011s oflx.l/ar11)

Base Electric Dlsrribu1ion:
Labor and other employee-related costs, including pension costs
Implementation of a new outag~ n.moration program at CL&P
Stonn restoration costs
All other operations and maintenance
Total Base Electric Distribution
Total Base Natural Gas Distribution
Total Tmcked costs (Transmission and Electric and Natural Gas Oistribution)
Total Distribution and Transmission
Other and eliminations:
Integration and severance costs
All other (including eliminations)
Total Operations and Main1enance

$

(77.3)

9.2
( ll .4)
(294)
( 108.9)
(0 .9}

16.6
(93 ,'.l)

s

13,3
(7.5)
(87.4)

Depreciation increased in 2014, as compared to 2013 , due primarily to an increase related to higher utility plant balances resulting from completed
construction projects placed ini-o servfce ($34.5 million). partially offset by a decrease in the CYAPC and YAEC decommissioning costs, which do
not impact earnings ($30.6 million).
Amortization of Regulatory Assets, Net, which are tracked costs, include certain regulatory-approved tracking mecl1anisrns. f luctuations in these
costs are recovered from customers in rates and have no impact on earnings. Amon.ization of Regulatory Assets, Net, decreased in 2014. as
compared to 2013, due primarily to the following:
(Million.< •if!><11/ors)

NSTAR Electric (primarilY recovery ofiransition co5ts)
PSNH (pnmarily default energy service c)large)
CL&P (primarily energy supply and energy-rela1ed costs)
WMECO (primanly recovery of transition co~I~)
Other
Total Amortizatmn of Regulatory Assets, Net

lncreJlse/(Decrease)

(236.4}
(92)
54.4

.$

(3,0)

s

(1.4)
(195.6)

Amortization of Rate Reduction Bonds decreased in 201-1, as compared to 2013, due to the maturity in 2013 ofRRBs of NSTAR Electric. PSNH
andWMECO.
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Energy Efficiency Programs. which are tracked costs, increased in 2014, as compared to 2013, due primarily to the expanded energy conservation
programs at CL&P in 2014 as a result of2013 legislative action, and an increase in energy efficiency costs in accordance with the three-year program
guidelines established by the DPU al NSTAR Electric alld WM ECO. panially offset by a decrease in the amonization of previously deferred costs al
NSTAR Electric.
'faxes Other Than Jncomc Taxes increased in 2014, as compared 10 2013. due primarily to an increase in property taxes as a result of both an
increase in uLility plant balances and property tax rates.
In te rest Expense increased ill 2014. as compared to 2013. due primarily to lower interest income related to a decrease in the recovery of previously
deferred transition costs ($9.9 mill ion). an increase in interest on long-tenn debt ($4 million) as a result of new debt issuances in 20 14 and the
absence in 2014 or the favorable impact from the resolution of a Connecticut state income tax audit in 2013.
Other Income, ~ et decreased in 2014, as com pared to 2013, due primarily to lower unreal ized gains on the assets supporting the deferred
compensation plans ($ 13 million), and the absence in 2014 of an insurance policy claim received in 20 13 ($ 1,5 million), partially offset by hfgher
AFUDC related to equity funds ($6.6 million), and a net gain on the sale of land ($4.5 million).
Income Tax Expense increased in 20 14, as compared to 20 13, due primarily to higher pre-tax earnings ($26.1 million), ru1d higher state taxes and
various otl1er impacts ($15.3 million). The higher state taxes include a net reduction in the valuation Hllowant-e for state tax positions, which is based
on the most rece11t available data.

Com parison of20 13 to 2012:

1M11/mns oj /)VJ/ar.r)

Operating Revenues
Operating Expenses.
Purchased Power, Puel and Transmission
Operations and Maintenance
Depreciation
Amortization ofRegula1ory Assets, Net
Amortization of Rate Reduction Bonds
Energy Efficiency ProgramsTaxes Other Than Income Taxes
Torn! Operating Expenses
Operating Jncorne

s

s

2013

7.301.2

Operating Revenues and Expenses
For the Years Ended l>eeember 31.
Jncre:ise/
2012 (••
! Decrease)
$
1,027 4
6,273.8 $

2.483.0
1,515.0
610.8
206.3

2,084.4

42.6

19.[

142 0

(70.0)
28.4

519.0
79.8

401.9

313.1

88,8

4342

5,771.8

5.155 6
l,1 182

78.0
616.2
4112

s

16.4 %

398.6
(68. J)
91.8
126.5
{99.4)

1.583. 1

5 122
1,529.4

l'erwnt

s

(4.3)

17.7
(b)

18.0
1'.!.0
36.8%

(a) The 2012 results include the operations ofNSTAR beginning Apri l 10. 2012.
(b) Percent greater thru1 100 percen t not shown as it is noi meaningfu l.

Operating Re,•cnues
for 1hc Years Ended

OecembcrJt,
ln~reose/

(Millio11• n( Dol/o,.sJ

Electric Distribution
Natura.I Gas Distribution
Total Distribution
Transmission
Toial Regulated Compauies
Other and El iminations
Total Operating Revenues,

s

20 12 (ol

2013

5,362.3
855.8
6,218,1
978,7
7,196.8
104A
7.301.2

s

4,716.5

s

572.9

5,289.4
861.5
6,150.9

s

122.9

6.273.8 $

(Decrease}

645.8
282 9
918.7
11 7.2

1,045.9
( 18.52
1,027.4

Percent

13.7 cy.,
49.4
17.6
13.6
17.0
l 15.I J
16,4 %

(a) The 20 12 results Include the operations of NSTAR beginn ing April l 0. 2012.

A summary of our retail electric sales and firm narural gas sales were as follows:

2013

Retail Electric Sales in GWh
Finn Nawral Ga5 Sales in MTilion Cubic Feet

for lhc Yea rs Ended December 31,
20t2 f•I
Increase

55.331

54,808
87,5;17

98.258

523
IO.731

Pcrccnr

1.0%
12.3

(a) Results include retail electric sales of NSTAR Electric and the firm natural gas sales ofNSTAR Gas from January 1. 2012 through

December 3 I, 2012 for comparati ve purposes only.
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Our Operating Revenues increased in 2013, as compared to 2012, due primarily to U1e addition ofNSTAR's operations. During the first quarter of
2013, the fonner operating subsidiaries ofNSTAR contributed approximately $800 million of operating revenues. Absent U1e first quarter2013
NSTAR operating revenues. our Operating Revenues increased approximately $227 million, as compared to 2012, due primarily to:
•

A $62.S million increase in transmission revenues, net of applicable eliminations, as a result of the recovery of higher transmission

expenses and continuing investments in our transmission infrastructure The increase was paniall) offset by the establishment of a resen e
related to the FERC ALJ initial decision in the third quaner of2013.
•

A $34.3 million increase in base electric distribution revenues, net ofapphcable eliminations, rcflectmgan increase of approximately
I percent in retail electric sales. The increase in sales volumes was driven pnmanly by the colder winter ''eather experienced throughout

our sen•ice territories in early and late 2013. In addition. the increase in re' enues resulted from the NHPUC-approved distribution rate
increases al PSNH effective July I, 2012 and July I. 2013 as a result of the 2010 distribution rate case settlement These positive impacts
on revenue \\Cre partially offset by the impact of our utility-sponsored energy efficiency programs.
•

A $28.8 mtllion increase in firm natural gas distnbution revenues. This increase wus driven by the colder winter weather in early and late
2013. residential customer growth. an increase in natural gas conversions, the migration of inte1Tuptible customers switching to firm service
rates and the addition of gas-fired distributed generntioa.

•

·nic remaining increase wtis due primarily to higher reven ues from increases related 10 our fully n:coaciling, cost recovery mechanisms
(tracked costs) related to the recovery of energy supply, retail transmission and u1fli1y-sponsored energy efficiency programs. Revenues
related to cost recovery mechanisms vary from period to period based on the tim ing of collections of the costs incurred. These revenues do
not result in an impact on earnings.

Purchased Power, Fuel and Transmission increased in 2013, as compared to 2012, due primarily to the following:
(Mill1nm (if/Joi/or<)

The addition of NSTA R's openlllons
Transmission segment costs
Finn natural gas sales related costs
Partially ofTsct by·
Electric distribution segment fuel and energy supply costs
CfDs nnd capacny coniracis
All other items

s

lnerease/(Oeere•se)

321.4
70.8
42 0
\13 .9)

<120)
(9 7)

s

3986

Operations and Mai ntenance decreased in 2013, as compared to 2012, due primarily 10 the following:
(,\/f/lton.• o/ 0.11/url)

The addiuon ofNSTAR's operations
Partially offset by·
I n1cgn11ion. merger and settlement agreement costs
NU's unregulated contr11c1111g business costs
General anti admimsrrative costs
Transmission segment costs
Natural gas segment costs
Electric distribution segment costs
All other items

s

In creast/(Decrt11se)

123.6
( 150 3)
( 17.4)

( 12.9)
(5,2)

10.5

u

$

( 17 7)
(68. 1)

Dep1·ecintion increased in 20 13, as compared to 20 12, du~ primarily to the addition of NSTAR ($54.2 mill ion) and tl1e consolidation of CY APC and
YAEC ($13.7 million) Excluding the impact of NSTAR and tl1e consolidation of CYAPC and YAEC, depreciation increased due primarily to
higher uti lity plant balances resulting from completed construction projects placed into service.
Amortization of Regul11tory Assets, Net increased in 2013. as compared to 2012, due primarily to the following:
1n crease/( Decrease)

(M1/lir111r ofDoi/ors)

The add1t1on of NSTAR's operations
Recovery of transinon costs at NSTAR Electric
Amoniution related to CL&P's SBC and CTA
Other

s

458
919
(6 8)

s

(4 -II
126 5

Amortization of Rate Reduction Bonds decreased in 2013, as compared to 2012, due primarily to the maturity ofNSTAR Electric's, PSNH's. and
\VMECO's RRBs in 2013. partiall} offset by the addition ofNSTAR Elcctric's amonization ($15. 1 million).
Energ) Efficiency Programs increased in 2013, as compared to 20 12, due primarily 10 the addition of NST A.R's operations ($68.6 million). as well
as an increase in energy emcicncy costs in accordance with the three-year program guidelines established by lhe DPU at NSTAR Electric and
WMECO. All costs are fully recovered through DPU-approved tracking mechanisms and therefore do not impact earnings.
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1'11xes Other Than Income Taxes increased in 2013, as compared to 2012. due primarily to the addition ofNSTAR's operations ($37.8 million). In
addition, there was an increase in property tnxes ($36.6 milJioo) as a result of an increase in Propert), Plant and Equipment and an increase in the
property tax rates. and 1111 increase in the Connecticut gross earnings tax ($9.1 million) 11uributable to an increase in gross eamings.
Interest Expense increased $8.8 million in 2013. as compared to 2012. due prunarily to the addition ofNSTAR's operations ($22 million) and lower
interest mcome on deferred transition costs ($10.6 million). partially offset by a decrease m Other Interest due primarily 10 the favorable impact from
the resolution of a state income tax audit in the first quarter of2013. lower interest on short-term debt ($8.8 million) and lower interest on RRBs
($6. 1 million).
Other Income, l\et increased SI 0.2 million in 2013. as compared to 2012. due primanly to higher gams on the NU supplemental benefit trust ($6
million) and an increase related to officer insurance policies ($1.7 million).
lnrome Tax Ex pense
fM/11()/" 11fDn/ltJr.<J

Income Tax

Expense

2013

for 1h• \'ears Endw Oe<tinberJI ,
I ncrease
2012 1•1

426.9

s

'.?74.9

s

lil.0

Pcrcenl

55.3 %

(a) The20 12 results include the operations of NSTAR begirming April 10, 20 12.

Income Tax F.xpcnse increased in 20 13. as compared to 2012, due primaiily lo higher pre-tax eamings ($8 1 million), the absence in 2013 of both
prior yea r Connecticut and Massachusetts merger settlement agreement impacts ($4 1 million) and integration ml!rger impacts ($23 million), along
wi th various other items ($7 million).
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RESliLTS OF OPERA TlONS - THE CONNECTICliT LIGHT ANO POWER CO~IPANV
The fo llowing provides the umounts ai1d variances u1 operating reven ues and expense line items in the statements of income for CL&P for U1e yenrs
ended December 31_2014. 20 13 , and 20 12 included in iliis Annual Report on Fom1 10-K:
Comparison of2014 to 2013;
forthe\'Nirs l::nded Occember31,
Jncrrase/
201~

(M1//11111s uf IJ11/lorsJ

Operating Revenues
Operating Expenses:
Purchased Power ;1nd Transnmsion
Operations and Maintenance

2013

2.692.6

s

982.9
494.6
188.8

Depreciation
Amortizarion ofRe,b'Ulatory Assers, Net

59.3

Energy Efficiency Programs
·raxes Other Than Income Taxes
Total Operahng Expenses
Operating Income

156.3
~55.4

2.137.3

Orher Income, Net
Income Before Income Ta,x Expense
Income Tax Expense

421 3

Ne,tlncome

287.8

133.5

s

Percf'nt

10.2%

872.8

11 0.1

12.6

523.2
177.6
4.9
89.8
234.4

(28.6)

(5.51

11.1

6.3
ta)

54.4
66.5
21.0
234.6

1.902.7
5396
133.6

55:5.3
147.4
13 4

rnterest Expense

2,442.3

(Decrease)
$
250.3

74. I

9.0
12.3

15.7

2.9

13.8

10.3

15. 1

(1.7)

( lUJ

42) 1

0.2

l4l.7
279.'I

s

(8.2}
8.4

(5.8J
J.0%

(a) Percent greater than JOO percent not shown as it is not meaningful

Operating Revenues
CL&P's retail sales volumes were as foll ows;
2014

Retail Sales Volumes 1n GWh

22,046

For the ' 'ears Entl•d December 31 ,
2013
Decrease
22,404
(358)

Percent

(1.6)%

CL&P's Operating Revenues increased $25(1.3 mj llion in 20 14 compared to 20 13 The increase primarily reflects recovery of bigber costs associated
with the procurement of energy supply, which increast:d $275.4 million, and increased cost recovery relaced to our energy eJliciency programs. The
energy s upply costs were impacted by !he overall wholesale electiicity market in New England in which higher natural gas delivery costs had ai1
adverse impact on tile cos! of electric energy p\lrchased for our retail customers. Energy supply cos!$ are recovered !Tom customers in rates through
cost tracking mechanisms and therefore have no impact on e;;imings,
Partially oflsetting this increase was ilie impact of the $20.7 million nel reserve recorded in 2014 as a resu lt ofthe2014 FERC ROE orders. as
compared lo lhe $ 12.8 mi ll ion reserve recorded in 2013 for the FE.RC AU initial decision in the FERC base ROE complaints.
Base distribution revenues increased $9.1 million in 2014 compared to2013, which was primarily attributab le to the impact of the December I, 20 14
base distribution rate increase and the impact of LBR, partiall y ollSet by the impact of cooler s ummer weather as wt'll as energy efficiency programs..
Enhanceme nts to CL&P's e nergy efficiency programs were mandated by the Connecticut legis lature in 20 13. Tl1rough November 30. 2014, CL&P
was pem1ined to bill customers for LBR related to reductions in sales vol ume as a result of energy efficiency and effective December I. 2014.
tluctoations in retail electric sales volumes do not impact earnings due to the PURA-approved revenue decoupling mechanism as a resalt ofCL&P's
base distribution rate case. The revenue decoupling mechanism provides a base amount of distribution revenues ($1.041 billion on an annual basis)
that eftectively breaks the relationship between tevenues and CtLSiomerelectncity usage. ll1e revenue decoupling mechanism is designed to allow
CL&P ro encourage energy efficiency for i(S ctLSlomers without negatively impacting its revenues.
Pu rchased Power 1111d T ransm ission expense includes costs associated with pw·cbasing electricity on behalf of CL&P's customers. T hese energy
supply costs are recovered from customers in PURA-approved cost traoking mechanisms, which have no impact on earnings (tracked costs).
Purchased Power ai1d T raiJSmission increased in 2014, as com pared co 2013, due primarily to the following:
I ncreose/(Dcc ress~)

{Millions o{Dnllm·sJ

Purchased Power Costs
Tran5111ission Costs

Other
Total Purchased Power and T'l't1lJsmission

$

169.7

s

(50.8)
(8.8)
110.l

Included in purchased power are tbe costs associated witb CL&P's generation serv ices charge (GSC) and deferred energy suppl y costs. The GSC
recovers energy-related costs incurred as a result of providing electric generation service supply to all customers that have not migrated to third party
suppliers. The incre;1se in purchased power was due primarily to h igher average supply prices and increased standard offer load as a result of
customers returning from third party suppliers. The decrease in transmission costs was the result of a decrease in the retail transmission cost deferral,
which reflects the actual costs of transmission service compared to estimated amounts billed to customers.
Oper ations a nd Ma in tenance Cl'(pense includes tracked costs and costs that are part of base distribution rates with changes impacting earnings (nontracked costs). Operations and Maintenance decreased in 2014, as compared to 2013. driven by a $38.4 million reduction in non-tracked costs. which
was primarily anributable to lower labor and other employee-related costs, including pension costs, and lower stom1restoration costs, partially offset
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by an increasl:! in costs for the implementation ofa new outage restoration program that began in the second quaner of2014. Partially offsetting this
decrease was a $9.8 million inc.rease in tracked costs, which have no earnings impact, that was primarily attributable to higher tracked bad debt
e,xpense and increased transmission maintenance expenses.
Depreciation increased in 2014, as compared to 20 13. due primarily lo higher utili ty plant balances resulting from con1pletec! construction pr~jects
plnt.-ed into service.
Amortization of R!!guJatory Assets, Net, increased in 2014. as compared to 2013. Fluctuations i.n energy supply and energy-relatt:d co.sis. which

ure the primary drivers in amonizaiion. are recovered from customers in rates rhrough cost tracking mechanisms and have no impact on earnings.
Energy Efficienry Programs. w11ich are tracked costs.. increased io 2014, as compared to 2013, due primarily to el\panded energy conservation
programs i112014 as a result of2013 legislative action. In 20 13, Connecticut enacted into hiw Public Act 13-298, which implemented a number of
rt!commendations. including allowing electric distribution companies to recover their costs as well as LBR from various state energy policy
i11itiatives and expanded energy efficiency programs.
Taxes Other Than Inco mc Taxe~ increased in 20 14, as compared lo 20 13, due primarily lo an increase in property taxes as a result of botl1 nn
increase in utility plant halances and property rax rates.
lnterest Expense increased in 20 14, as c.ompared to 201'.3, due primarily to an increase in interest on long-tenn debt ($5 million) as a result ofa new
debt issuance in Apiil 20 l 4 and an increase in regulatory interest due to the refond of the DOE proceeds in 2014 and the absence in 2014 of the
favorable Impact from the n:solntion or a statt: income rax audit in 2013.
Other lncome, Net decreased In 20 14, as compared to 2013, due primarily lo lov,rer unrealized gains on tbe assets supporting. the deJ~rred
compensation plans ($6,7 million), pariially offset by a gaio on the sale of!and ($4.5 mi.Ilion).
(ncome 'fax Ex.peosc decreased in 2014, as compared to 2013. due primarily to lower slate taxes, wh ich includes the reduction in the valuation
allowam:e for state tax positions. and various other impacts.
EARl'il NGS SUMMARY
Cl.&P's e-amings increased in 2014, as compared to 2013, due primarily to a decrease in operations and maintenance costs primarily attributable to
lower employee-related costs, as well as lower income tax expense due to the net reduction in the valuation allowance for state tax positions,
Partially offsetting these favorable earnings impacts were lower retail electric sales volumes, higher depreciation ex pense, higher property 1a.-.
expense, higher interest ex'Pense and the after-tax rese.rve recorded for the 2014 FERC ROE orders as compared to the reserve recorded in 2013 for
the FERC ALJ initial decision in the FERC base ROE complaints.
Comparison of2013 to 2012:

f."'11//lt1n< ~r Onllom

Operati ng Revenues
Operating Expenses;
Purchased Power and Transmission
Operations and Maintenance
Deprec.iallon
Amortization of Regulatory Assers. Net
Energy Efficiency Programs
Taxes Other Than locome Taxes
Total Operating Expenses

$

Operating lncom~

$

Opernling Revenues ""d Ex~enses
for the Years Ended Oecembct JI,
Increase/
(Decrease)
20!3
20J2
34,9
2,442.3 $
2,407.4 $

872,8
523.2

14,6

&58.J
635.7
166.9
14.4

117.6
4.9

(I

J:?.5\
10.7
(9.5)

89.8

89..3

0.5

234.4

215.9
1,980.4
427.0

18.5
(77. 7)
112.6

1,902-7
539.6

s

$

Perccnl
1.4%

L7
( 17,7)
6.4
(66.0)
0.6
8.6
(39)
26.4 %

Operati n&Reven ues
CL&P's retail sales were as follows:
2013

Relail Sales rn OWh

21,.10<!

for lhe Ye.1rt Ended December Jl,
2012
lncre•.e

22, I09

195

Percent

1.3%

CL&P's Operating Revenues increased in 2013. as compared to 2012, due primarily t():
•

A $15.8 million increase in transmission revenues reflecting recovery ofhigber transmission expenses and continuing transmission
inrrastrucrure invesmtents. The increase was partially offset by the establishment ofa reserve related to the FERC ALJ initial decision io
the third quaner of 2013.

•

A $13.5 mi ll ion Increase in base distribution revenues reflecting a 1.3 percent increase in retail sales. This increase was due primarily to the
colder winter weather ex'Perienced in early and late 2013.

•

The remaining $5.6 million increase was due primarily to higher collections of costs through reconciling cost tracking mechanisms. These
revenues are folly reconci led to 1he re.lated costs. Therefore- this increase in revenues had no impact on earning~ .
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Pu rchased Powe r and Tra nsmission increased in 2013. as compared to 2()12. due primarily to the following:
l ocreuse/(Oecre115e)

(Mi/11011.1 cif /)<JI/or>)

Transmission Costs
DefeJTed f ueJ Costs
GSC Supply Costs
Putchascd Po"er Contracts
CfD Costs
Other

$

45.$

28.7
(44.2)
(12.l )
(7.3)

3.7

s

14.6

The increase in transmission costs was the rcsulr of an increase in the retai l transmission deferral, which re lated rares are adjusled on an annual basis
as a resu lt of collec:ling or refimding oosts of the transmission systems 10 customers. The decrease in GSC supply costs was due primarily to lower
average supp ly prices. On July L 20 13, Cl.&P began to procure approximate ly thirty percent of GSC load. Costs Rssociated with the remainiug
seventy pe rcent of the GSC load are tJ1e contrnctua l amou11ts CL&P must pay to various supp liers tJrnt have been awarded the right to supply SS and
LRS load through a competitive solicilation process. Purchased Power and Transmission cosls are included in regulatory-approved tracking
mechanisms and do not impact ,e arnings .
Operations and Mai ntena nce decreased in 20 13, as compared to 20 12, due primarily to the absence in 20(), of costs recognized in the second
quarter of 20 I 2 as a result of the Connecticu! merger settlement agreemen t (which established a $40 mi llion s toim fond reserve and provided a $25
mi llion bill credit to customers). lu addition. there were lower distribution operating costs($ l 0.2 million). the absence in 2013 of amortization of Lhe
PBOP transition obligation ($6. 1 million), lower distribut ion general and administrative costs ($7.5 111i1llon) and lower distnbu tio11 costs related to
customer E11ergy Independence Act incentives ($6.3 m.illion). TI1ese lower costs were partially offset by an increase in distribution routine
mainte111111ce and storm-re lated costs ($7,4 million ).
De preciation increased in 20 13. as compared to 2012, due primarily to higher utility plant balances resulting from completed construction projects
placed into service.
Amortization of Regulatory Assets, Net decreased in 2013, as compared to 20 12, due primarily to a lower ner SBC deferral. partially offsec by a
higher net CTA deferral. SBC revenues were $23 mill ion lower in 2013, as compared to 20 12, partially offsc.t by hig her hardship program coses of
$6.6 million in 20 13. CTA revenues were $13.9 million higher in 2013, as compared to 20 12. and costs were $30.5 milli on lower in 2013. as
compared to 20 12. DOE refunds of $2 1.6 rnillfon were returned lo customers in the second half of 20 I 3. All of these items represeJ1l reconciliations
of previously incurred costs and have a corresponding reveirne offset, so there is no earn ings impact.
Taxes Other T ha n Income Taxes increased in 2013, as compared lo 2012, due primarily to an Increase in property taxes as a result of au increase iu
Property, Plant and Equipme nt and ari increase in the property tax rates ($1 1.5 million). In addition, there was an increase in the Conne1.:ticut gross
earnings tax attnbutable to an increase in gross earnings tS7.6 m ill ion).
Interest Expense increased $0.5 millio n in 2013, as compared lo 2012. due primaril y to h igher i11terest on long-term debt ($.5.7 million), pa11iall y
offset by a decrease in other interest as a result ofa fuvorable impac! ffom the resolution ofa state income tax audit in the fi rst quarter of20 13 ($5.4
million).
Othe r Income increased $4.8 million in 2013, as compared to 20 12, due primarily to h igher gains on ilie NU supple meotal benefit trust.
Income Tax Ex pense
20U

!Millinm cir /J11/la1w)

Income Tax Expense

s

141.7

for rhe Ye-•rs E.nded Dt<remfier 31,
2012
l n r r case

$

94.4

$

47.3

Percent

50. 1 %

lncome Tax Expense increased in 2013, as compared to 2012. due p rim arily to higher pre-tax earnlllgs ($17. 1 million), the absence in 20 13 of the
impact of costs recoguized as a result of the Connecticut merger settlement agreement ($26.6 mfll!on), and higher state taxes ($5. 7 million). partially
offset by various otJ1er items ($2. l million).
LlQ l llOITY
ln 2014, CL&P had cash flows provided by operating activities of $6 12.4 million, compared witJ1 $495.3 million in 2013. T he improved operating
cash flows were due primari ly to $68.6 mill ion in DOE damages proceeds rece ived iu 20 l 4 from the Yankee Companies associated with the spent
nuc lear fuel litigation, tJ1e absence of casn disbursements for major s tonn restoration costs, and the favorable cash flow impact resulting from an
Increase in recoveries from customers in 2014. as compared to 2013, relating to regulatory cost recovery tracking mechanisms, pmiiall y offset by
higher income tax payments in 2014. as compared to 2013, and changes in working capi tal it.e ms.
fn 2013, CL&P had cash flows provided hy operating activi ties of $495.3 million, compared with $2 1l.9 mill ion in 20 12. "nle improved cash flows
we.re due primarily to a decrease of approximately $75 million in cash disbursements for stonn restoration costs associated primaril y witJ1 Tropical
Storm lrene and the October 2011 snowstonn, the absence of approximate ly $27 million in 20 12 CL&P customer bill credits associated with the
October 20 1I snowstorm and the absence of $25 million in 2012 CL&P customer bill credits a~sociated with the Connecticut settlement agreement.
Ju addition, opernting cash flows benefited from an increase in regulatory overrecoveries where such revenues exceeded costs resulting in a
favorable cash Dow impact, higher net income and timing of payables. Partially offsetting im proved cash flows were income tax payments of$55
million in 2013. compared with income tax refimds of $42 million in 2012.
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Invest.ments in Property, Plant and Equipmem on the statements of cash flows do not include amounts incurred on capital projecls but not yet paid_
cost of removal , AFUDC related to equity fonds, and the capitalized portions of pension expense. CL&P's investments totaled $5 15.7 million in
2014, compared with $434.9 million in 2013.
Effective July 23, 2014. NU parent and certain of its subsidiaries, including CL&P, ex1ended the expiration dale of their joint $1.45 bi llion revolv ing
credit facility for one additional year to Sepiem ber 6, 2019. The revolving credit facility is to be used primarily to backstop NU parent's $1.45 bill ion
commercial paper program. The commercial paper program allows NU parem to issue commerci.al paper as a fonn of short-term debt with
intercompany Joans to certa in subsidiaries. Including CL&P. As o f December 31 , 20 14 and 2013, there were intercompany loans from NU parent of
$ 133.4 million and $287.3 million. respectively. lo CL&P.
On April 24, 2014, CL&P issued $250 million of4.30percent20 14 Series A First Mortgage Bonds, due to marure in 2044. The proceeds, net of
issuw1ce costs, were used lo repay short-tenn borrowings.
On September 15. 2014, CL&P repaid at maturity the$150 million of 4.80 percent 2004 Series A First Mongage Bonds.
On August 27, 2014. PURA approved CL&P's request to extend the authorization period for issuance of up to $366.4 million in long-term debt from
December 31 , 20 14 to December 31 , 2015.
Financing activities. in 2014 iJlclu<led $171.2 miUion in <Jommon stock dividends paid to NU parent.
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RESULTS Ofi OPKRATrONS- ~STAR ELECTRIC COMPANY ANO SUBSIDIARY

The fol101\~ng p1ovidcs Lhc amounts and variances in operating revenues and expense line items in Lhe statements of income for NSTAR Electric for
the years ended December 31. 2014 and 2013 included in this Annual Repon on Forni I O·k

rMlll1Nu IJ//Jo/lo")

(a) Percent grea1er than

201~

s

Uperaung Revenues
Operating Expenses
Purch;ised Po\\Cr and Tram.m1s.1011
Operauons and Mamtcnnnce
Deprccia1ion
Amoniza11on of Regulalof) Assets'(Lt3b11i1ies). Net
Amonizatton or Rase Rcduchou Bonds
Energy Efficiency Programs
Taxes Other Than Income Ta.xes
Tollll Operating t:;xpenses
Opcrnung I ncomc
Interest Expense
01her Income. Net
Income Before Income Tnx Ex pense
Income Tax Expense
Net Income

For lht Yt'llrs Ended D•«mbu JI,
lncrease/
2013
(Ottn!ast)

2.536 7

s

s

432

84Q I
376.4

273.2
149 41

188 7

180 3

(631

84
(2364)

1935

2301
15 1
J06..5

133 0

127.8

l,9582

1,985.3

578.5

5082

70.J

77 9

70.4

4.5

3 .6
441 .4
17l9

7.5
09
63.7

1, 122 3

3'17.0

505.1
202.0

303.J

$

2.493 5

$

268.5

1.7 ~.

J2.2
( 13.11
4.7
(11)

(15 I)

(100.0)

(13.0)

l6 J)

52
(27 IJ

4. 1
(1 .4)
13.ll

29 I
$

Percent

34 6

10.7
25.0
14.4
16 8
12.9%

JOO percent not shown as 11 is not meaningful.

Operating Revenues
NSTAR Electric's rcJail s:iles volumes were as follows:
2014

20,925

Retail Sales Volumes in GWh

for th• Vea rs Ended December 31,
2013
Dt'Crcasc

21,306

(381)

Percent

(I 8)%

NSTAR Elcc1ric's Operating Re,·enues increru;ed $43.2 million in 2014 compared to 2013. The increase primarily reflects recovery ofhlgher costs
associated with the procurement ofeuerg} supply, which increased $195.5 million. The energy supply costs "ere impacted b} the overall wholesale
electricity market in New England in which higher natural gas delivery costs had an ad"erse impact on Jhe cost of electric energy purchased for our
retnil customers. Energy supply costs are recovered from customers in rates through cost tracking mechanisms and therefore have no impact on
earnings. These costs and related recovery impacts were partially offset by decreases in transiuoo cost recovery revenues. which are recovered
through cost tracking mecha111sms. reflecting the full collection in 2013 of previously deferred costs, as well as the fuJl amortization oFRRBs.
Base distrihulion revenues decreased in 2014. as compared to 2013. due primarily to cooler summer weather and an increase in customer
conservation efforts due to Jhe 1mpac1 of energy emcienc) programs. NSTAR Electric recovers LBR related to reductions in sales volume as a result
of energy efficiency. In 2014 including the impact from the recognition ofLBR, base distribution revenues increased in 2014. compared to 2013. by
$3.7 million.
Transmission revenues increRsed $21.7 million iii 2014, as compared 102013, due primarily lo the recovery of higher revenue requirements
associated with ongoing investments in our transmission infrastructllre. This increase was partially olTset by the impact of the $7.9 million net
reserve recorded in 20 14 as a result of the 20 14 FISRC ROE orders. compared to U1c $5. 7 million reserve recorded in 2013 for the FERC ALJ initial
decision in the FF:RC base ROE complainL~.
Purch11scd Power 11nd T ransmission expense includes costs associated with purchasing electricity on behalfol'NSTAR Electric's customers. These
energy supply costs are recovered from customers u1 OPU-approved cost tracking mechanisms, which have no impact on earnings (tracked costs).
Purchas.::d Power a11d Transmission incrensed in 2014, as compared to 2013, due primarily to the following:
(Ml/um< of l)Qllarr)

Purchased Po11er Costs
Transmission CostS
Other
Toial Purchased Power and Transmission

Increase

$

202.9

&t6
5.7
273.2

Included in purchased power are Ute costs associated with NSTAR Electric's basic service charge and deferred energy supply costs. The basic
service charge recovers energy-related costs incurred as a result of providing electric generation service supply to all customers that have not
migrated to U1ird party suppliers. The increase in purchased power was due primarily 10 higher average energy supply prices. The increase in
lr.msmission costs \\OS due primarily to higher regional transmission expense.
0 11er11tions and Maintenance expense includes tracked costs and costs that are pan of base distribution rates with changes impacting eamings (nonLracked cosL~). Operations and Maintenance decreased in 2014. as compared to 2013. driven by a $57.4 million reduction in non-tracked costs. which
was primarily attribu1able 10 lower labor and other employee-related costs and lower storm restorntion costs. Panially offsetting this decrease was an
$8 million increase in tracked costs. wl11ch have no earnings impact. that was primarily attributable to an increased level of recovery of deferred
storm costs and increased transmission maintenance expenses.
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Oepreciation increased in 2014, as compared to 20J 3, due primarily 10 higher utility plant balances resulting from completed c:onstruclion pmjecls
placed into service.
Amortization of Regulatory Assets/(Liabilities), Net, decreased due primarily to the absence in 2014 of the recovery of tracked Lransition costs.
reflecting the full collection in 2013 of these previously deferred costs. Fluctuations i111hese costs are recovered fro1n customers in rates through cost
tracking mechanisms and have no impact° on earnings.
Amortization of Rate Reduction Bonds decreased in 2014. as compared lo 2013. due lo the maturity of !he RRB.s in Marcl1 2013.
Energy Efficiency Programs, which are tracked costs, decreased in 2014, as compared to 2013, due primarily to a decrease in the amortization of
previously deferred costs. This was partially offset by an increase in energy efficiency costs incurred in accordance with the three-year program
guidelines established by the DPU.
Taxes Other Than lncome Taxes increased in 2014. as compared to 2013. due primarily to an increase in propeny taxes as a result ofbotl1 an
increase in utility plant balances and property tax rates.
Interest Expense increased in 2014, as compared to 2013, due primarily to lower interest income from a decrease in the recovery of previously
deferred tracked transition costs ($9.9 million), partially offset by a decrease in interest on long-term deht ($2 million).
Income Tax Expense i1ic.reased in 2014, as compared to 2013. due primarily to higher pre-tax earnings ($22.4 million), and higher state taxes ($6,7
million) ,
EARNINGS Sl lMMAR\'
NSTAR Electric's earnings increased fn 20 14, as compared to 2013, due primarily to lower operations and maintenance costs primarily attributable to
lower employee-re1med costs and big.her transmission earnings, partially offset by higher interest expense, higher depreciation expense, higher
property UIX expense and t11e afler-tax reserve recorded for the 2014 FERC ROE orders as compared to the reserve recorded in 2013 for the FERC
ALJ initial decision in the PERC base ROE complaints.
LIQUIDITY
NSTAR Electric had cash Oows provided by operating activities of $533 million in 2014. compared with $510.4 million in 2013. TI1e improved
operating cash flows were due primarily co the absence of cash disbursements for major stonn,restoration costs associated with the February 2013
blizzard, collections of accounts receivable from affiliated companies, and $30.2 mi llion in DOE damages proceeds in 20 14 from the Yankee
Companies associated with the spent nuclear fuel litigation. These favorable cash Oow impacts were partially offset by a $38.3 million increase in
Pension and PBOP Plan cash contributions Jn 2014 compared to 20 13, the unfavorable cash flow impact resulting from the absence in 2014 of the
recovery of previously deferred trucked transition costs that were folly collected in 2013, the absence of costs recovered in rates related to the RRBs
that were fully amortized in 2013. and an increase in income taxes paid.
NSTA..R Electric has a five-year $450 million revolving credit facili ty. This facility serves to backstop NSTAR Electric's existing $450 million
commercial paper program. Effective July 23. 20 14, NSTAR Electric extended the expiration date of its revolving credit facility for one additional
year to September 6, 2019. As of December 31 , 2014 and 20 13, NSTAR Electric had $302 million and $ l 03.5 mi llion, respectively, in short-term
borrowings outstanding under its commercial paper program, leaving $148 million and $346.5 million of available borrovving capacity as of
December 3 l , 2014 and 2013. respectively. The weighted-average interest rate on these borrowings as of December 31 , 2014 and 2013 was 0.27
percent and 0.13 percent, respectively. which is generally based on A21P J rated commercial paper_
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RES ULTS OF OPERATIONS - PUBLIC SEm 1rcE COMPANY Of NEW HAMPSHIRE AND SUBSIDL\RY

The fol)o,ving provides the amounts and variances in operating revenues and expense line items in the statements offocome for PSNH for the years
ended December 31. 2014 and 2013 included in this Annual Reponon Form 10-K:

~014

(Ml//t(l/I.< Q/ Dollar.</

Opera1i ng Revenues
Operati ng Expenses:

$

Purchased Power. Fuel and Transm ission
Operallons and Mamtenance

959.5

l'or lh• Vear$ E.u ded December Jt ,
Increase/
21)13
(Oecrensc)
$
9354
24.1

s

313 7
26 1.9
98.4
(296)

Depreciation

Amonizntion of Regul utory Liabilities, Net
Amortization of Rate Rttduction Bonds
Energy Effic111>ncy Programs
Taxes Othei Than Income Taxes

269.8
267.8
91.6
(20.4)
19.7
14.5
67.2
710.2
'.!25.:?.
46.2

14.3
71.4

Total Operating Expenses
Opernting Income
Interest Expehse

730.1
229.4
45.4
2.0

Other Income, Net
Income Before lncoJtle Ta,-; Expe,nse
Income Tax Expense
Net Income

3.5

186.0
72. J

s

113.9

$

71.l
11 1.4

s

2.6~'o

43 9

16.3

(5.9)
6.8
(9.1)
( 19 7)
(0.2)
4.2
19.9
4.2
(0.8)
( 1.5)

(1.2)
7.4

3.5

182.5

Percent

LO
2.5

45.1
(1000)
( I 4>
6.3
2.8

1.9
( 1.7)
(42.9)
J9
1.4
2.2 o/o

Operating Revenues
PSNH's recail sales volumes were as follows:
For the Ve•rs Ended Oeccmber 31,
10ll
Decrease

20t4

Retail Sales Volumes in GWh

7,886

7.938

(52)

Percent

(0.71%

PSNH's Operating Revenues increased $24.1 million in 20 14 compared to 2013. The increase primarily reflects the recovery of higher costs
associated with the procurement of energy supply and the generation ofelectricity for our customers, wh ich increased $19.8 million. The energy
supply costs were impacted by higher naturnl gas delivery costs. \11hich had an adverse impact on the cost of eledric energy pu rchased for our retail
customers. Also reilected in the revenue increase wt.'Te increr1ses of$6.3 million related to NH.PUC-approved discribution rate increases ellective
Ju ly I, 20 13 and increases in 1ransmission revenues as a result of the recovery ofhigher trnnsm ission e;\'.penses including ongoing in vestments in our
transmission infrastmc1ure. These increases were partially offset by a decrease in stranded wst recovery revenues, which are recovered 11trough cost
tracking mechanisms. due to the refund to cuslorners of DOF. damages proceeds received frnm the Yankee Companies resulting from the spent
nuclear fuel litigation.
Purchased Power, Fuel and Tnrnsmission expense includes costs associated with PSNH's generation of electricity as well as purchasing electricity
on behalf of its c\ostomers. These energy suppl y costs are recovered from custon1ers in NHPUC-approved cost tracking mechanisms. which have no
impact 0 11 earnings (tracked costs). Purchased Power. Fuel and Tra nsmission increased in 2014. as compared to 2013, due primarily to the following
tMlllirl11s 11( /Jrillor~/

Generation Puel Costs
Transmission Costs
Purchased Power Costs
Other
Total Purchased Power, fuel and Transmission

s
$

lncreasc/(Oecr ea$e)

41.6
13.2
(9A)
( 15)
43.9

The increase in generation fuel cos(s was due primarily to an im:rease in the amount of electricity generated by PSNI 1 faci li ties in 2014, as compared
to 2013. lnoluded in purohased power are the costs associated with the PSN!l energy service charge. The decrease in purchased power costs was a
resu lt of purchasing less power from third party suppliers due to increased PSNH generation. The increase in transmission cos1s was th e result of an
increase in the retail transmission cost de fen·al, which reflects the actual costs of transmission service compared lo estimated amoun1s billed to
customers.
Operations and Maintenance expense incl udes tracked costs aud cos(s that are part of base distribution rates with cha11ges impacting, earnings (nontracked costs). Operations and Maintenance decreased in 2014_ as compared to 2013, driven by an $8.3 million reduction in non-tracked costs. which
was primarily attributable 10 lower labor and other employee-related costs. including pension eosts. and lower stonn restoration costs. Partially
offsetting this decrease was a $2.4 miJlion increase in tracked costs. whicb have no earnings iropacl that was primarily attributable to increased
maintenance activities at PSNH's generating facilities.
Depreciation increased in 2014, as compared to 2013, due primarily to higher utility plant balances resulting from completed construction projects
placed into service.
Amortization of Regulatory Liabilities, Net, re fl ects a decrease in the recovery of tJ1e default energy service charge tmd other amortizalions in
2014, as compared lo 2013. fluctuations in these costs are recovered from customers in rates through cost tracking mechanisms and have no impact
on earnings.
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Amortization of Rate Reduction Bonds decreased in 2014, as compared to 2013, due to lhe maturity oflbe RRBs in May 2013.
Taxes Othe r Than Income Ta.~es increased in 2014, as compared to 2013. due primaril y to an increase in property taxes as a result of both an
increase in utility planl balances and property tax rates.
Other Income, Net decreased in 20 14, as compared to 2013. due primarily to lower llllrealized gains on the assets supporting the deferred
compensation plans ($1.8 million).
Income Tax Expense increased in 2014. as compared lo 2013, due primarily to higher pre-tax eamings.

EARN INGS SUMMARY
PSNH's earnings increased in 2014, as compared to 2013. due primarily to higher transmission eamings, a decrease in operations and maintenance
costs primaril y attributable to lower employee-related costs, and higher distribution retai l revenues, which were favorably impacted by thePSNH
annualized distribut.ion rale increases effective July I. 2013. Partiall y offsetting this favorable earnings impact was higher depreciario11 expense.

LJQUIOITY
PSNH had cash flows provided by operating activities of$248 m illion in 2014, compared with $188.1 million in 2013. The improved operating cash
flows were due primarily to the absence of$108.3 million in Pension Plan cash contributions made in 20 13, $14.5 million in DOE damages proceeds
received in 2014 from the Yankee Companies associated with tbe spent nuclear fuel litigation, and the favorable impact of the NHPUC-approved
distribution rate increases that were effoctive July I, 2013. These favorab le cash flow impacts were partially offset by higher income tax payments in
20 14, as compared to 2013, and the absence of costs recovered in rates related to the RRBs that were fully amortized in 2013.
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RES ULTS OF OPERATJONS - WESTERN MASSACHUSETTS ELECTRIC COMP AN\'
The following provides the amow1ts and variances in operating revenues and expense Iine iterns in t)1e statements of income for WMECO for the
yearsended December 31. 2014 and 20 13 included in this Annual Report 011 Fonn I0-K:

IMtllftJllS 0//)(11/.~IW)

Opernting Revenues
Operating Expenses:
Purchased Power and Transmission
Operations and Maintenance

$

2014
493,4

For the YCJ!rs Ended December 31,
l nrrense/
2013
(Oecr<mse)

s

172.9

89.4

Depreciation

41.9

Amortization of Rt:gulatory Asseis/(l..iabililicsl, Net

(6,2)

J\mortiz.atfon of Rate Reductfon Bonds
Energy Efficiency Programs
Taxes 0 1herThan Income Taxes
Total Oper.111 ng Expensl!S
Operating Income

42.9
34.9
375.8
117.6
24.9
1.,4

lnterest Expense

Other [ncome, Ne1
Income Before Income Tax Expense
Income Tax Expense
Net lnco111e

95.1
37.3
$
_ _ _ _-'-57.8

$

472,7

$

20,7

Pcrce111

4.4 %

147. 1
96.2
37. 6
t3.2)

15.8

(3.0)

17 5
(7, 1)
11.4
93 8

7.8

(7 .8)

(100.0)

39.S

3A

28.4

6.5

353.4
119 3
24.8

'.!24
(1 .7)
0.1
(0.9.)
(2.7)
10 1)
(2.6)

3.3
97.8
37.4
60.4

(6.8)
4.3

$

8.6
22.9

6.3
(1.4)

U.4
!27.3}
(2.8)

(0.3)
(4.3)%

Operating Revenues
WMECO's retail sales volumes were as follows:
For the "'''"s Ende<J December 3t,
2013
Decrease

2014

Retail Sales Volumes in GWh

3,586

3,683

(97)

PercenL
(2.6)%

WMECO's Operating Reven ues increased $20. 7 million in 20 14 compared to 2013. The increase primarily reOects recovery of higher costs
assoc iated with the procurement ofenergy supply, which increased $15.2 million. -nie energy supply costs were impacted by the overall wholesale
electricity market in New England in which higher natural gas delivery costs had an adverse impact on the cost of electric energy purchased for our
retail customers. Energy supply costs are recovered from customers iii rates Uirough cost tracking mechanisms and tlierefore have no impact on
earnings.
Transition cost recovery revenues. which are recovered tl1rough cost tracking mechanisms, decreased due to the rctitnd to customers of DOE
damages proceeds received from the Yankee Companies resulting from the spent nuclear foe! litigation.
Fluctuations in WMECO's kWh sales have no impact on earnings, as its revenues are decoupled from sales volumes and changes in revenues are
primarily related to changes in its cost tracking mechanisms.
Transmission reveoues increased in 20 14 compared lo 2013 due primarily to the recovery of higher revenue requirements associated with ongoing
investments i.n our transmission inrrastructure. There was also a $3.9 million u1crease in revenues that impacts earnings due to tlie reversal in 2014 of
a previously established wholesale billing adjustment. Partially offsetting the increase was tl1e impact ofU1e $5.6 million net reserve recorded in
20 I 4 as a result of the 20 I 4 FERC ROE orders, as compared to the $2.9 mi llion reserve recorded in 20 I 3 for the FERC AL.I initial dec;ision in the
FERC base ROE c-0mplaints.
Purchased Powel' and Transmission expense includes costs associated with purchasing electricity on behalfofWMECO's customers. These
energy supply costs are recovered from customers in DPV-approved cost lrnckingmechanisms, which have no impact on earnings (tracked costs).
Purchased Power and Transmission increased in 2014. as compared lo 20 13, due primarily 10 the following:
(Millfom fl/ O<illm-s)

Purchas,cd Power Costs

lncrcasel(Occreasc)

$

Transmission Costs
Other
Total Purclu1sed Power and Transmission

$

16.6
11.6
(2,4)
::!5.8

Included in purchased power are the costs associated with WMECO's basic servit-e charge and deterred energy supply costs_ The basic service
charge recovers energy-related costs incurred as a result of providing electric generation service supply to all customers that have not migrated to
third party suppliers. The increase in purchased power was due primarily to higher average supply prices and increased load as a result of customers
rentming to basic service from third party suppliers. The increase in transmission costs was as a result of an increase in the retail transmission C<>st
deferral, which reflects the actual costs of transmission sorvice compared to e.stimated amounts billed to customers.
Oper atio ns and Maintenance ex-pense includes tracked coses and costs that are part of base distribution rates with changes impacting earnings (nonrracked costs). Operations and Mairttenance decn:ased in 2014, as compared to 2013, driven by a $4.8 million reduction in non-trncked costs, which
was primarfiy attributable to lower labor and other employee-related costs, and a $2 million reduction in tracked costs. which have no earnings
impact, that was primarily attributable to lower labor and other employee-related costs, including pension costs.

Page 101 of274
58

Page 102of274
Depreciation increased in 2014, as compared to 2013, due primarily to higher ucllity plant balances resulting from completed constructioo projects
placed into service.
Amortizatio n of' Regulatory Assets/( Liabilities), Net, reflects a decrease in the recovery oftrnnsition costs primarily due 10 the refund or 1he DOE
damages proceeds to cus1omers in 2014, as compared to 2013. Fluc111a1ions In these costs are recovered from or refunded to cus1omers in raies
through cost tracking mechanisms and have no impact on earnings.
Amorti1,,ation of Rate. Reduction Bonds decreased in10J4, as compari:d to 20 13, due to the ma1uri1y of the RRBs io June 2013.
Energy Efficiency Prngrams, which are tracked costs, increased in 2014, as compared to 20 13, dut: primarily to an increase in energy efficiency
cos1s in accordance with the three-year program guidelines established by the OPU.
Taxes Other Tha n Income Taxes increased in 2014, as compared to 2013, due prirnanly to an increase in property taxes as a resull of both an
increase in u111ity plant balances and property lax rates.
Oth er Jncome, Net decreased in 2014, as compared to 2013, due primarily lo lower unrea lized gains on the assets supporting tl1e deterred
compensation plans ($1.4 million).
Income Ta;\'. Ex pense decreased in 2014, as compared to 2013. due primarily to lower pre-tax earnings.
EARN INGS SUMMARY
WM.CCO's eamings decreased in 2014, as compared to 2013, duB primarily to the after-tax reserve recorded for the 2014 FERC ROE or de.rs as
compared to the reserve ri:corded in 2013 for the FERC ALJ inilial decision in 1he FERC base ROE complaints, higher depreciation expense and
higher property lax ex'Pense. Partially offseniog tl1ese unfavorable earnings impacts were a decrease in operations and maintenance expense
primarily a1tributable LO lower employee-relaied costs, and the reversal of a previously established wholesale billing adjustment.
LIQUJOITY
WMECO had cash flows provided by operating activities of $153.3 millioo in 2014, compared with $178.8 million in 20 13. The decrease in
operating cash flows was due primarily to higher income tax payments in 2014, as corn pared to 2013, and !he absence of costs recovered in rates
related to the RRBs that were fu ll y amortized in 2013, partially offset by !he favorable impact of changes in working capital and $18.9 mi llion in
DOE damages proceeds received in 2014 from the Yankee Companies associated with the spent nuclear fuel litigation.
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Item 7A.

Quantitative and Qualitative Disclosures i1bout Market Risk

Market Risk Information

Commodi!J' Price Risk Mai1agemm1: Our Regulated companies enter into energy contracts to serve our cus10mers and the economic impacts of those
contracts are passed oo to our customers. According ly, the Regulated companies have no exposure to loss of future earnings or fair values due to
these market risk-sensitive instruments. NU's Energy Supply Risk Com mittee, comprised of sen ior otlic.:ers, reviews and approves all large scale
energy related transactions entered imo by its Regu lated companies.
Other Risk Ma nagemen t Activities
We have an Enterprise Risk Management (ERM) program for ide11tifyi.ng the principal risks of the Company. Our F.RM program involves the
application of a well-defined. enterprise-wide methodology designed to allow our Risk Committee, comprised of om senior officers and directors of
the Company, to identify, categorize, prioritize, and mitigate the principal risks LO the Company. The ERM program is integrated with other
assurance fui1ctions throughout the Company including Compliance, Auditing, and ln~urance to ensure appropriate covc;:rage ofris.ks that could
impact the Company. Jn additi on to known risks, ERM identifies emerging risks to the Company. tlirough participation in industry groups,
discussions with management and in consultation with outside advisers. Our management then analy.i:es risks to determine materia lity, likelihood;
impact and develops mitigation strategies. Management broadly considers our business model. the utility industry. lhe global economy w1d the
current env ironment to ideJltify risks. The findings of this process are periodically discussed witl1 !lie Finance Committee of our Board of Trustees.
as we ll as with other Board Committees or the fu ll Board ofTrus1ees. as appropriate, includ ing re1>orting on how these issues are being measured and
managed. The Finan ce Committee is responsible for oversight of the Company's ERM prognun and enterprise-wide risks as well as specific risks
associa ted with insurance, credit, financing, investments, pensions and overnll system security including cyher security. However, there can be no
assurances that I.he Enterprise Risk Management process will identif)• or 111ani1ge every risk or event that could impact our financial position, results
of operations or cash flows.

Interest Rate Risk Manage111e11t: We manage our interest rate risk exposure in accordance with our written policies and procedures b)' maintaining a
mix of fixed and variable rate long-tem1 debt. As of December 31, 2014, approximately 91 percent or our long-tenu de bl including fees and interest
due for spent nuclear fuel disposal costs, wa~ at a fixed interes t rate. The remaining long-term debt is at variable imeres t rates ai1d is subject to
interest rate risk that could resu lt in earnings volatility. Assuming a one percentage point i.ncrease ill our variable interest rates, annual interest
e1q1ense wou ld have increased by a pre-tax amount of $7.7 million.

Credit Risk Management: Credit risk relates to the risk of loss that we wou ld incur as a result of non-perfonnance by counterparties pursuant to the
tem1s of our contractual obligations. We serve a wide variety of customers and transact with suppliers that include lPPs. industrial companies.
natura l gas and electric otillties, oil and gas producers, financial institutions. and other energy marketers. Margin accounts exist within this diverse
group. aDd we real i;ze interest receipts and payments related to balances outstanding in these margin accounts. Th is wide customer and supplier mix
generates a need for a variety of contractual structures. products and terms lhat, in turn, require us to manage the portfolio of market risk inherent in
tho~e transactions in a manner consisten t with the parameters established by our risk management process.
Our Regulated compan ies are subject to credit risk from certa in long-tenn or high-volume supply contracts with energy marketing companies. Ot1r
Regulllted companies manage the credit risk with these counterpartics in accordance with established credit risk practices and monitor contracting
risks. including credit risk. As of Dec.:mher 31, 20 14, our Regulated companies held collateral from counterparties related to our standard service
contracts. As of December 3 l. 2014, NU had cash posted with TSO-NE related to energy purchase transactions.
For further infonnation on casl1 collateral deposited and posted with cou11terparties. see Note IG. "Summary ofS ign ificant Accounling Policies Restricted Cash and Other Deposits." and Note 4, "Derivative lnslnunents." to tl1e financial statements.
If the respective unsecured debt ratings of NU or its subsidiaries were reduced to below investment grade by either Moody's or S&P, certain ofNU's
contracts would require additional collateral int.he fonn of cash to be provided to counlerpanies and independent system operators. N"U would have
beeo and remains able to provide that collateral.
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Item 8.

Financial Statements and Supplementary Data

NU
Company Report on Internal Controls Over Financial Reporting
Report of Independent Registered Public Accounting Finn
Consolidated Financial Statements
CL&P
Company Report on Internal Controls Over Financial Reporting
Report of Independent Registered Public Accounting Firm
Financial Statements
NSTAR Electric
Company Report on Internal Controls Over Financial Reporting
Report of Independent Registered Public Accounting Firm
Consolidated Financial Statements

PSNH
Company Report on Internal Controls Over Financial J<,eporting
Report of independent Registered Public Accounting Firm
Consolidated Financial Statements
WMECO
Company Report on Internal Controls Over Financial Reporting
Report oflndependent Registered Public Accounting Firm
Financial Statements
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Company Report o n Internal Controls Over Financial Reporting
.~orthrasr

Utilities

Management is responsible for the preparation. integrity. and fair presenllllion of the accompanying consolidated linancial statements of Northeast
Utilities and subsid1ancs (NU or the Company) and of other sections of this annual r<.'POT1 NU's mtcmal controls over financial reponing \\CfC
audiicd by Deloitte & Touche LLP.
Management is responsible for establishing and maintaining adequate internal controls O\er linancial reponing. The Company's internal control
ITame\~ork and processes have been designed to provide reasonable assurance regarding the reliability of linancial reporting and the preparation of
lina11c1al statements for external purposes in accordance with accounting principles generally accepted in the United States of America. There are
inherent limitations of internal controls over linancial reporting that could allow material misstatements due to error or ITaud to occur and not be
pre,cntcd or detected on a timely basis by employees during the normal course of business. J\dditiooally. internal controls over linancial reporting
ma) become inadequate in the future due to changes in the business environment.
Under the supervision and with the participation of the principal executive officer and principal linancial officer, NU conducted an evaluation of the
effectiveness of internal controls over financial reporting based on criteria eslablishcd in lmernal Co111rol - /111egrated Framework (2013) issued by
tJ1e Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based 011 this evaluation under the rramework in COSO,
management concluded that internal controls over financial reporting were effective as of December 31, 2014.

February 25, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACC0l 1NTING F lRM
To the Board ofTrustees and Shareholders ofNortheast Utilities:
We have audited the accompanying consolidated balance sheets of Northeast Utilities and subsidiaries (the "Company") as of December 31 . 2014 nnd
2013. and the relnted consolidated statements of mcome, comprehensive income, common shareholders' equity. and cash flows for each of the three
years in the period ended December 31. 2014, Our audits also included the financial statement schedules listed in the Index al Item 15 of Pan IV
We also have audited the Company's intemal control o"er financial reportjng as of December 31. 2014. based on criteria established in /11temol
Control - Integrated Framework (2013) issued by the CotJ1mince of Sponsoring Organizations of the Treadway Commission. The Company's
management is responsible for these financial statements and financial statement schedules. for maintaining effective intcmal control over financial
reporting, and for its assessment of the effectiveness ofintemal control over financial reporting. induded in the accompanying Company Report on
Internal Controls Over Financial Reporting. Our responsibility is to express an opinion on these financial statenu:nts and financial statement
schedules and an opinion on the Company's internal control over financial reporting based on our audits.
We conducted our audits in accordance with 1he standards oft he Public Company Accounling Oven;ight Board (Un ited States). Those standards
require that we plan and pcrfom1 lhe audit to obtain reasonable assurJnce nbout whether the finnncial statements are free of material misstatement
and whether cflbctive inlemal control over financial reporting was maintained in all material respects Our nudils of the financial statements included
exrunin ing , on o lest basis, evidence s upporting the amounts and disclosures in the financial s tatements, assessing the accounting principles used nnd
significant estimates mode by management, and eva luating the overall financial statement presentation. Our audit of internal control over fmancinl
reporting included obta ining nn underslanding of internal control over financial r..:porting. asses~ing the risk that a material weakness exists, testing
and evaluating the design and operating effectiveness ofintemal control based on the assessed risk. Our tllld its also included performing such other
procedures as we considered necessary in the circu mstances. We believe that our audits provide n rcasOllable basis for our opinions.
A company's intemal control over financial reporting is a process designed by. or under the supervision ot: the company's principal executjve imd
principal iinancial officers, or persons perfom1ing similar functions, and effected by the company's board of directors. management, and other
pcn;onncl to provide reasonable assurance regarding the rel iability offinancial rnporting and the preparation of financial statemenls for external
purposes in accordance with generally accepted accounting principles. A company's 111temal con trol over financial reporting includes those policies
and procedures that (I) pcrt1tin to the maintenance of records that. in reasonable detail. accurately and fairly reflect the transactions and dispositions
of the assets of the company: (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles and that rec.:ipts and expenditures of th<:: company are being made only in
accordance with authorizations of management and directors of the company: and (3) provide reasonable assurance regarding prevention or timely
detect.ion of unauthorized acquisition, use, or disposition of the company's ass<:ts that could have a material effect on the financial statements.
Because oft he inherent limitations of mtcmal control over financial reporting. including the possibility of collusion or improper management
ovemde of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also. projections of an)
evaluation of the effectiveness of the internal control over financial reporting to future periods arc subjecl to the risk that the controls may become
inadequate because of changes 111 conditions. or that the degree of compliance with the policies or procedures may deteriorate.

Ln our opinion. the consolidated financia l statements referred to above presenr fairly, in all material respects, the financial position of Northeast
Ut ilities and s ubsidiaries as of December 31 , 20 14 ru1d 2013. and the results of1hcir operations and their cash nows for each of the three years in the
period ended December 31 , 2014, in confonnity with accounting principles genera lly accepted in the United States of America. Also. in our opinion,
such finnncial statement schedules. when considered in relat ion to the basic consolidated financia l st:ue menls taken as a \\hole. present· fairly, in all
material respects, the infom1a1ion set forth therein. Also, in our opinion. the Company maintained, in 1111 material respects. effective internal control
over fino ncial reporting as of December 31. 20 14. based on the criteria established in l ntemal Comrol - /11/egrated Framework (20/3J issued by the
Committee of Sponsoring Organizations of the Treadway Comm ission.
Isl Deloitte & Touchc LLP
Hartford, Conneclicut
February 25, 2015

63

Page 107 of274

NORTHEAST UTfLlTIES AND SUBSfDIARIES
CONSOLJDA TED BALANCE SHEETS
As of December 31 ,
(ThousandS' of Dollars J

2014

Current Assets:
Cash and Cash EquivalenlS
Receivables, Net
Unbilled Revenues
Taxes Receivable
Fuel. Materials and Supplies
Regulatory Assets
Prepayments and Other Current AssetS
l otal Current Assets

2013

Propeny, Plant and Equipment, Ntt
Deferred Debits and Other Assets:
Regu latory Assets
Goodwi ll
Marketable Securities
Other Long-Term Assets
Total Deferred Debits ruid Other Assets
TotaJ Assets

$

~.692,465

43,364
765.391
224.982
16,629
303.23}
535.79 1
197,659
2,087,049

18,647,04 r

17,576,186

4,054.086
J ,519,40 1
515,025
349,957
8.438,469

3,758,694
3,519,401
488515
365.692
8,,132.302

38,703
856,346
21 J.758
337,307
349,664
672,493
226.194

s

29,777,975

$

27,795,537

s

956,825
245,583
868,23 1
235,022
828.720
3.134,381

$

1,093,000
533,346
742,251
204,278
702.776
3,275,651

LIAB ILITI ES AND CAPITALIZATION
Current Liabilities:
Notes Payable
Long-Term Debt· Current Portion
Accounts Payable.
Regulatory Liabilities
Other Current Liabilities
Total Current Liabilities
Deferred Cred its and Othl'r Liabilities:
Accumulated Deferred Income Taxes
Regulatory Lfobilities
Derivnlfve Linbilities
Accrued Pension, SERP and PBOP
Other Long-Term Liabflities
To1al Deferred Cred.its and Other Liabili ties

4,467,473
515,144
409,63'.l
J.638,558
874,387
7.905, 194

4,029,026
502,984
624,050
896,844
923,053
6,975,957

Capi tal ization:
Long-Term Debt

8,606,017

7,776,83)

155,568

155,56&

Noncontrolling Interest - Preferred Stock of Subsidiaries
Equny:
Common Shareholders' Equity.
Common Shares
Capital Surplus, Paid Jn
Retained Earnings
Accumulated Other Comprehensive Lo>s
Treasury Stock
Common Shareholders' Equity
Total CapilaJization

1,666,796
6.235,834
2,448,661
(74,009)
(300,467)
9.976,8 15
18,738,400

1,665.351

6,l!n.765
2, 125,9SO
(46,031)
(,326,537)
9,611,528
17.543,929

Comm itments and Contingencies (Note 11)
29,777,975

Total Liabil ities and Capitalization

The accompanying notes are an lntegtal part of these consolidated financlaJ statements
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$

27,795,537
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NORTHEAST UTILITIES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
F'or 1he Years E,nded December 31 ,
{Thousands of Dollars, Except Share Information)
Operating Revenues

2014
7.741,856

$

Operating Expenses:
Purchased Power, Fuel and TransmissiCJn
Operalions and Mainlenance
Depreciation
Amortizalion of Regulatory Asse1s, Net
Amortfzalfon of Ra1e Reduction Bonds
Energy Efficiency Programs
Taxes Other Than Income Taxes
Total Operating Expenses
Operating Income

2012

2013
$

3,021.550
1,427,589
614,657
10,704
473, 127
561,380
6. 109,007
1,632,849

7,301.204

$

6,273,787

2,482,954
1,514,986
610,777
206,322
42,5 81
401 ,9 19
512,230
5,771,769
1,529,435

2,084,364
1,583,070
519,010
79,762
142,0 19
313, 149
434,207
5,155,581
1.118,206

$

316,987
6,168
6,790
329,945
19,742
808,003
274,926
533,077
7,131
525,945

l nteresl Expense:

Interest on Long-Term Debt
Interest on Rate Reduction Bonds
01her In1erest
Interest Expense
Other Income, Net
Income Before Income Tax Exµe nse
Income Tax Expense
Netlncome
Net Income Attributable to Noncontrolling Interests
Net lncome Attributable to Controlling lntcres1

345,00 1

s

17,105
362,106
24,619
1,295,362
468,297
827,065
7,519
819,546

$

340,970
422
(2,693)
338,699
29,894
1,220,630
426,941
793,689
7,682
786,007

Basic Earnings Per Common Share

$

2.59

$

2.49

$

I

Dilu1ed Earnings Per Common Share

s

2.58

$

2.49

$

1.89

Weighted Average Common Shares 01us1anding.
Basic
Diluted

315,31 1.387
316,211.160

316.136,748
3 17.417,4 14

90

277.209,819
277.993,631

The accompanying notes are an integral part of 1hese consolida1ed financial statemems.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Net Income
Other Comprehensive lnc-Ome/(Loss), Net of Tax:
Qualified Cash Flow Hedging lnslruments
Changes in Unrealized Gains/(Losses) on 01her Securities
Changes in Funded Status of Pension, SERP and PBOP Benefit Plans
Other Comprehensive lncome/(Loss), Net ofTax
Comprehensive Income Anributable to Noncontrolling Interests
Comprehensive Income Artribu1able 10 Comrolling lntercs1

s

827,065
2,037
3 15
(30,330)
(27,978)
(7.519)
791,568

The accompanying notes are an integral part of these consolidated fi nancial statements.
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$

793 ,689

$

2,049
(940)
25,714
26,823
(7,682)
812.830

s

533,077

$

1,971
217
(4,356)
(2,168)
(7,132)
523,777

Page 109 of274
NORTHEAST UTILITIES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMJ'.10N SHAREHOLDERS' EQUITY

(Tt1ousands of Dollars, Exc~t Share lnfornl31ion)
Balance as of Janua21 I , :m 12

Net h1eome
Shares lsS\led ln Connw,ion with NSTAR Merger
01her Equity lmpa1:ts or Merger w111t NSTAll
Dividends on Common Shares- Sl.32 Per Share
Dividendson Preferred Stock
Issuance of Common SharC$1 SS Par Value

Long..Tenn lnctmlve PJan Activity
Issuance of Treasury Shares 10 Fund £SOP
0 1her Changes in Sharchold ~rs· Equitr
Net Income Amibutable to Noncon1rollins interests:
Other Comprehe.nsive Loss
BalanceasofDecember3 1. 2012
Net Income
Dividends on Common Shares - Si 47 J>er Sha1e
Divjdends on Preferred Su>ek
ls.suanoe of Con1mon Shares. SS Par ValueLong·T.enn lncenti"e Plan Acllvity
Issuance of TroasUI)' Shares
Other Changes in Shareholder,' Equily
0th.er Comfrehcnsivc Income
Balance as of December J I. 20 Il

Common Shares
Shares
Amount
177.158.692
s 980,264

Capiml
Surplus..
Pald In
s 1,797,884

Long-Tem1 Incentive Pian Acttvny
Issuance of Treasury Shares

01her Changes in Shareholden1' Equi1y
Other Comerehensive ·Loss
B•lance"" of December 31. 201 4

Eamin~1t

lncomei(Loss)

5 J.651.875

S(70,686)

Total

Common
Treasury
Sha1oh<llders'
S>ock
f:!!uity
s (346.667)
5 4,012,670
~33 ,077

533,077

136.048,595

680.JA3

4,358,027
1,938

5-038,270
3)59
(375,5::!7)
(7.029)
13.327
(J.897)

~2 )

('75,;.'17J
(7,029)
408,018

1 ,().;0

11.287
13.897)
8,454
S,574

438,329

8,043
(JOll

314,053.634

J.662.547

6. 183.l07

1.802.71~

(2. 168)
OZ.854)

(338.624)

793.689
(462.74l)

(1.681)
560,848

2.804

81274
( 10.748)
17,.lS I

659,077

12.0S7

(S,409)

26.823
315.273.559

1.665.351

6,192.765

NeLIncome

Dividends on Common Shares- SI .S 7 Per Share
Dividends on Preferred Stock
lssuanceofCommo1l Shares. SS 1>ar Value

Rcl<!ined

Accumulated
Other
Comprehensive

2,, 135,980
8:!7,065

(46,031)

(326,537)

~27,065

(7.519)
1.445

1,420,837

5, 164

6.609

(9,569)
37.8 17

(9.569)

9,657
3 16 983 337

s J,666.796

s 6,235,834

The accompanying notes arc an integral pan of these consolida1ed financ.ial statements.
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8,574
(103)
(2,168)
9.137.050
793,689
(462.741)
(7.682)
I J.078
( 10,748)
29,468
(5,409)
26,823
9,61 1,528
(496,524)
(7.5 19)

(496,524)

288.941

1 6,~97

26.070
(34 1)
Sl,448_661

(27,9781
S(74,009)

S(:;00,467)

63,S~7

9.3 16
(27.978)
s 9.976.81 5
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NORTHEAST UTILITIES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended December 3 1,
(Thousands of Dollars)

2014

Operating Activities:
Net Income
Adjustments to Reconcile Net Income to Net Cash Flows
Provided by Operating Activities:
Depreciation
Deferred Income Taxes
Pension, SERP and PBOP Expense
Pension and PBOP Contributions
Regulatory Over/(Under) Recoveries, Net
Amonization of Regulatory Assets, Net
Amonization of Rate Reduction Bonds
Proceeds from DOE Damages Claim, Net

2013

827.065

s

132. 138
39,523

Changes in Current AssetS and Liabilities:
Receivables and Unbilled Revenues, Net
Puel, Materials and Supplies
TaxC!S Receivable/Accrued, Net
Accounts Payable
Other Current Assets and Liabilities, Net
Net Cash Flows Provided by Operating Ac1ivilies

s

The accompanying notes are an integral pan of these consolidated financial statements.
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533,077

519,010
292,000
218,540
(295,028)
(259.853)
79,762
142,019
42,852

144.743
15,797
1,635,473

( 163,549)
(14,8J J)
(50,950)
(54,619)
(22,623)
1,663,539

(20,214)
34,321
(5.450)
( 128,339)
8,532
1, 161.229

( 1,603, 744)
488,789
(491 ,220)
14,380
( 1,591,795)

( 1,456,787)
627,532
(679,784)
67,816
( 1.441,223)

(1,472,272)
3 17,294
(348,629)
35,683
(l ,467,924)

(475,227)
(7,51 9)
285.075
725,000
(576,55 1)

(462,741)
(7,682)
(397,000)
1,680,000
(929,885 )
(82, 139)
{25,253)
(224,7002
(2,384)
45.748
43,364

(375.047)
(7,029)
825,000
850,000
(839,136)
( 114,433)
6,529
345,884
39, 189
6,559
45,748

(323,2~4)

Pinancing Activities:
Cash Dividends on Common Shares
Cash Dividends on Preferred Stock
lncrease/(Decrease) in Shon-Term Debt
Issuance of Long-Term Debt
Retirements of Long-Term Debt
Retirements of Rate Reduction Bonds
Other Financing Activities
Net Cash Flows (Used in)/Provided by Financing Activities
Net (Decrease)/lncrease in Cash and Cash Equivalents
Cash and Cash Equivalents- Beginning of Year
Cash and Cash Equivalents - End of Year

$

56,071

( 122, 139)
(4 1,3 10)

!nvesling Activities:
Investments in Property, Plant and Equipment
Proceeds from Sales of Marketable Securities
Purchases of Marketable Securities
Other Investing Activities
Net Cash Flows Used in Investing Activities

793,689

610,777
431 ,4)3
195,698
(342,184)
(24,276)
206,322
42,581

614,657
443,259
99,056
(211 ,649)
6,853
10,704

Ot~er

2012

883
!48,339)
(4,661 )
43,364
38,703

s

$
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Co mpany Report on Internal Co ntrols Over Financial Repor ting
T he Connecti cut Lig ht and Power Company

Management is n:spousible for the preparation. imegrity, and fair presentation of the accompaJ1ying financial statements ofThe Connecticut Light
and Power Company (CL&P or the Company) and ofoll1er sections of this annual report.
Management is responsible for establishing and maintaining adequate internal controls over financial reporting.. The Company's internal control
framework and processes have been designed to provide reasonable assurance regarding tlle reliabi lity of financ ial reporting and the preparation of
financial statements for external purposes in accordance with accounting principles generally accepted in the United States of America. There are
inherent limitations of internal controls over financial reporting that could allow material misstatements due lo error or fraud to occur and not be
prevented or detected on a timely basis by employees during lhe normal course of business. AdditiOllally, internal controls over financial reporting
may become inadequate in tJ1e future due to changes in the business environmenl
Under tJ1e supervision and with the participation of the principal executive officer and principal fo1a11cial officer, CL&P conducted an evaluation of
the effectiveness of internal controls over financial reporting based on criteria established in Internal Control - Integrated Framework (2013) issued
by tJ1e Couuuittee ofSponsoru1g Organizations of the Treadway Commission (COSO). Based on this evaluation under the framework in COSO.
management concluded that internal controls over financial reporting were effective as of December 31 , 2014.
February 25. 20 15
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REPORT Of INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stock.holder of The Connecticut Light and Power Company:
We have audited the accompan ying balance sheets of The Connecticut Light and Power Com puny (the "Company'') as of December 3 L 2014 and
2013, and the re lated statements of income, comprehensive income, common stockholder's equity, and cash nows for each of the three years in the
period ended December 31 , 2014. Our audits also included the fi nan cial statement schedule listed in the Index at Item 15 of Part LY. These financial
statements and financial statement schedule are ihe responsibility of the Company's mana_gemenl. Our responsibility is lo express an opinion on the
financial statements and f"u1ancial statement schedule based on our audits.
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perfonn the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
The Company is not required to have, nor were we engaged to perfom1, an audit of its internal control over financial reporting. Our audits included
consideration of internal control over financia l repo11ing as a basis for designing audit procedures that are appropriate in the cfrcurriStances. but not
for Che purpose of expressing an opinion on the effectiveness of the Company's internal control over financial reporting. Accordingly, vve express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in lhe financial statements.
assessing the accounting principles used and significant estimates made by management, as well as eval uatin g the overall financi al statement
presentation, We believe tlrnt our audits provide a reasonable basis for our opinion..
In our opinion. such financial statements present fairly. in all material respects, the financial position of'The C'onnectiout Light and Power Company
as of December 3 1, 2014 .and 2013. and Lhe rt-suits of' its operations and its cash Uows for each of the three years in the period ended December 31,
20 14, in conformity with accounting principles generally accepted in !he Uniied States of America. Also, in our opinion, such financial statement
schedule, when considered in rela tion to the basic financial statements taken as a whole, presents fairly. in all material respects, the infom1ation set'
forth therein.

Isl Deloitie &

Toucl1e LLP

Hartford, Connecticut
February 25, 2015

69

Page 113 of274

THE CONNECTICUr UGI IT AND POWER COMPANY
BALANCE SHEETS
As of December 31 ,
2014

(Thousands or Dollars l

2013

ASSETS
Current Assets:
Cash
Receivables, Net
Accounts Receivable from Affilioted Companies
Unbilled Revenues
Taxes Receivable
Regulatory Assets
Materials and Supplies
Prepayments and Other Current Assets
Total Current Assets

s

2.356
355,140
16,757
102, 137
116,148
220.344
46,664
37,822
897.368

s

7,237
319.670
13,777
92.401
20,041
150.943
54.606
33,04 1
69 1,716

Property, Plnnl and Eq ui pment, Net

6,809,664

6,451,259

Deferred Debits and Other Assets:
Regulatoty Assets
Other Long-Term Assets
Total Deferred De-bits and Other Assets

1.475,508
177,568
1,653,076

1,663, 147
174,380
1,837,527

Total Assets

s

9,360,108

$

8~80,502

$

133,400
162,000
272,971
65,594
73,624
124.722
88.459
153 420
1,074,190

s

287,300
150,000
201,047
56,53 1
73,914
9J,961
92,233
134,7 16
1,089,702

LIABILITIES AND CAPITALIZATION
Current Liabilities:
Notes Pavable to NU Parent
Long-Te~n Debt - Current Portion
Accounts Payable
Accoums Payable to Affiliated Companie.s
Obligations 10 Third Party Suppliers
Regulatory Liabllit ies
Derivative Liabilities
Other Current Liabilities
Total Cummt Liabilit ies
Deferred Credits and Other Liabilities:
Accumulated Deferred Income 1'axes
Regulatory Liabilities
Derivative Liabili1ies
Accrned Pension, SERPand P80P
Other Long-Term Liabil ities
Total Deferred Credits and Other Liabilitie$

1.642,805
81,298
406, 199
273.854
148,844
2553,000

1.510,586
93,757
617,072
95,895
163 588
2,480,898

Capitalization·
Long-Tenn Debt

2,679,951

2,591,208

116,200

116,200

60,352
1,804,869
l,072,477
(93 1)
2,936,767
5,732,918

60,352
1,682,047
961,482
( 1,387)
2,702,494
5,409.90'.1

Preferred Stock Not Subject to Mandatory Redemption
Common Stockholder's Equity:
Common Stock
Capital Surplus, Paid In
Retained Earnings
Accumulated Other Comprehensive Loss
Common Stockholder's Equity
Total Capitalization
Commitments and Contingencies {Note 11 )
$

Total Liabil ities and Capitalization

The accompanying notes are an integral part of the.se financial statements.
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9,360,108

$

8,980,502
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THE CONNECTICUT LIGHT AND POWER COMPANY
STATEMENTS OF INCOME

(Thousands of Doi Jars)
Operating Revenues

2014

2,692,582

$

Operating Expenses:
Purchased Power and Transmission
Operations and Maintenance
Depreciation
Amortization of Regulatory Assets, Net
Energy Efficiency Programs
Taxes Other Than Income Taxes
Total Operating Expenses
Operating Income
Interest Expense:
Interest on Long-Tenn Debt
Other l nterest
Interest Expense
Other Income. Net
Income Before Income Tax Expense
Income Tax Expense
Net Income

For the Years Ended December31 ,
2013

s

2,442,341

$

2012
2,407,449

982,876
494,578
188,837
59,336
156,335
255,370
2, 137,332
555.250

872,769
523,247
177,603
4,870
89,858
234,418
1,902.765
539.576

858,231
635,733
166,853
14,372
89,299
215,972
1.980,460
426,989

$

135,656
11 ,765
147,421
13,376
421,205
133.451
287.754

$

130,620
3,030
133,650
15.149
421,075
141 ,663
279,412

$

124,894
8,233
133,127
10,300
304, 162
94,437
209,725

$

287.754

$

279,412

s

209,725

$

444
12
456
288,2 10

s

444
(3 1)
413
279 825

s

444
7
451
210 176

The accompanying notes are an integra l part of these financial statements.

STATEMENTS OF COMPREHENSIVE INCOME
Net Income
Other Comprehensive Income, Net of Tax:
Qualified Cash Flow Hedging Instruments
Changes in Unrealized Gains/(Losses) on Other Securities
Other Comprehensive Income, Net of Tax
Comprehensive Income

The accompanying notes are an integral pan of these financial statements.
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THE CONNECTICUT LIGHT AND POWER COMPANY
STATEMENTS OF COMMON STOCKJ-IOLDER'S EQUITY

/Thousands of Dollars, Excep1 Stock In fonnn1io11)
Balance as of January I. 20 12
Net Income
Dividends on Preferred Stock
Dividends 011 Com111011 S1ock
Allocation of Benefits - ESOP
Capilal Stock Expenses, Nel
Capi1al Co111ribu1ions from NU f'arenl
Other Comprehensive Income
Balance as of December.3 1, 2012
Nel Income
Dfvidends on Preforred Srock
Dividends on Common Stock
Allocation of Benefits • ESOP
Capital Slack Expenses. Net
Capital Contributions from NU Parent
Other Comprehensive Income
Balance as of December 31, 2013
Net Income
Dividends on Preferred Stock
Dividc11ds on Co1n111011 Slock
Alloca1ion of Benefi1s - ESOP
Capital Stock E'Xpenses, Net
Capital Contributions from NU Parent
Other Comprehensive l11co111e
Balance as of December 31, 2014-

Common Stock
Amount
Stock
6,035,205
$ 60,352

Cup11al
Surplus,
Paid In
s l.6J3.503

1.595
SI

Accumula1ed
Total
01her
Common
Comprehensive Stockholder's
Retained
Income!( Loss)
Earnings
Eguirv
s 735.948
s (2.251 )
$ 2,407,552
209.725
209.ns
(5.559)
tS.559)
( 100.486)
( 100.486)
1,595
51

25.000
6.035.205

60.352

1,640,149

25,000

839,628
279,412
(5,559)
(151,999)

451
(1. 800)

1.847
51
40,000
413

6.035.205

60352

J,682,047

961,482
287,754
(5,559)
( 171,200)

(1.387)

2,771
51
120.000
$ 60,352

6,035.205

The accompanying notes are an integral -part of U1ese financial statements.
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$ 1,804,869

s 1.072,477

456
$(93 1)

451

2.538.329
279.412
(5.559)
(!51.999)
1,847
51
40,000
413
2,702,494
287,754
(5,559)
( 171.20-0)
2,771
51
120,000
456
$ 2.936,767
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THE CONNECTICUT LIGHT AND POWER COMPANY
STATEM6NTS OF CASH FLOWS

for the Years Ended December 31 ,
(Thousands of Dollars)

20 13

2014

Operating Activities:
Nellncome
Adjustments to Reconcile Net Income to Net Cash Flows
Provided by Operat ing Activities:
Depreciation
Deferred Income Taxes
Pension, SERP and PBOP Expense, Net of PBOP Contribu1ions
Regulatory (Under)/Over Recoveries, Net
Amortization of Regulatory Assets, Net
Proceeds from DOE Damages Claim
Other
Changes in Current Assets and Liabililies:
Receivables and Unbilled Revenues, Net
Materials and Supplies
Taxes Receivable/Accrued. Net
Accounts Payable
Other Current Assets and Liabil ities, Net
Net Cash Flows Provided by Operating Activities

$

Investing Activities:
lnvestments in Property, Plant and Equipment
Other Investing Activities
Net Cash flows Used in Investing Activities
Financing Activities:
Cash Dividends on Common Stock
Cash Dividends on Preferred Stock
(Decrease)ll ncrease in Short-Term Debt
(Decrease)llncrease in Notes Payable to NU Parent
Issuance Qf Long-Tenn Debt
Retirements ofLong-Tem1 Debt
Capital Contributions from NU Parent
Other Financing Acti vities
Net Cash Flows (Used in)IProvided by Financing Activities
Net (Decrease)/lncrease in Cash
Cash - Beginning of Year
Cash - End of Year

$

The accompanying notes are an integral part of these financial staternents.
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287,754

$

2012

279.412

$

209,725

188,837
130,949
14,992
(20,502)
59,336
68,610
(1,342)

177,603
130,038
24.416
28,298
4,870
(3,478 )

(28,952)

(78,631 )
13,063
(126,376)
68,891
6,838
612,419

(56,593)
9,997
(41,594)
(66.225)
8,513
495,257

(7,74 1)
(4,573)
15,702
(190,240)
(27,803)
211.893

(515,710)
12,653
(503,057)

(434,934)
2,650
(432,284)

(449,137)
32,009
(417, 128)

(l?l,200)
(5,559)

( 151 ,999)
(5,559)
(89,000)
( 117,800)
400.000
( 125,000)
40,000
(6,379)
(55,737)
7,236

(100,486)
(5,559)
58,000
346,575

( 153,900)
250.000
(150,000)
120,000
(3,584)
(114,243)
(4,881)
7.237
2,356

166,853
140,993
24,062
(100,505)
14,372

(116,400)
25,000
p,895)
205,235

l
$

7. 237

$
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Compa ny Report on Internal Controls Over Financial Reporting
NSTAR Electric Company

Management is responsible for U1e preparation, integrity, and fair presentation of the accompanying consolidated financial statements ofNSTAR
Electric Company and subsidiary (NSTAR Electric or the Company) and ofotl1er sections ofU1is amiual report.
Management is responsible for establishing and maintaining adequate intemal controls over financial reporting. ' n1e CompaTJy's internal control
framework and processes have been designed to provide reasonab le assurance regarding the reliability of financial reporting and tl1e preparation of
financial statements for external purposes in accordance with nccounting principles generally accepted in the Un ited States of America There are
inherent limitations of internal controls over financial reporting that could allow materinl misstatements due to error or fraud to occur and not be
prevented or detected 011 a timely basis by employees during tbe normal course of business. Additional ly, internal c-0ntrols over finRncial reporting
may become inadec1uate in the future due to changes in the business environmenL
Under !he supervision and with the participation ofihe principal executive ollicer and principal iinancial officer, NSTAR Electric conducted an
evaluation of the etlectiveness of internal controls over financial reporting based on criteria established in Infernal Control - f11tegrated Framework
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on this evaluation under !he framework
io COSO. management concluded that internal controls over financial reporting were effective as of December 31 , 20)4.
February 25. 2015
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REPORT OF INDEPENDENT REGISTERED PrBLIC ACCOUNTING FIRM
To the I3oard of Directors and Stockholder ofNSTAR Electric Company:
We have audited the accompanying consolidated balance sheets of NSTAR Electric Company and subsidiary (the "Company") as ofDecember3 I,
2014 and 2013 and the related consolidated statements of income, comprehensive income. common stockholder's equity. and cash nows for each of
the three years in the period ended Decemb<ir 31 , 2014. Our audits also included the financial statement schedule listed in the lndex al ltem 1S of
Part IV. These financial statements and financial statement schedule are the responsibility of the Company's management. Our responsibility is to
express an opinion on the financial statements and ·financial statement schedule based on our audits.
We conducted our audits in accordance with the standards of the Public Company Accounting Oversigh t Board (United States). Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the [inancial statements are free of materia l misstatement.
The Company is not required 10 have, nor were we engaged co perform . an audit of its internal control over financial reporting. Our audits included
consideration of internal control over financial reporcing as a basis for designing audit procedures that are appropriate in the circumstances. but not
for the purpose of expressing an opinion on che effectiveness of the Company's internal control over financia l reporting. Accordingly, we express no
such o pinion. J\11 audit also includes examining, on a test basis, evidence supj>Orti.ng the amounts 1md disclosures in the financinl statemei1ts,
assessing the accounting principles used and sign ifit-11.11l estimates made by mnnagement, HS well as evaluating the overall financial statement
presentation. We believe 1ha1 our audits provide a reasonable basis for our opinion.
In our opinion. such consolidated financia l statements present fairly. in all material respects, the ·financ ial position of NSTAR Electric Company and
subsidiary as ofDecember 31. 2014 and 2013. and the results of their operations and their cash nows for each of the tluee years in the period ended
December 3L20 14, in conformity with accounting principles genera lly accepted in the United Slates ofAmerica. Also, in our opinion, such
f'ina11cial statemem schedule, when considered in relation to tl1e basic consolidated fuiancia l s tatements taken as a whole. presents fairly, in al l
material res pects, the information se( forth therein,

Isl Deloitte & Touche LLP
Hartford, Connecticut
February 25, 201S
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NSTAR ELECTRIC COMPANY AND SVBS IDlARY
CONSOLIDATED BALANCE SHEETS
As of December 3 I,
(Thousands of Dollars)

2013

2014

Curre111 Assets:

Cash and C;ish Equivalents
Receivables, Net
AC<iounts Receivable from Affil iated Companies
Unbilled Revenues
Taxes Receivable
M!llenals and Supplies
Regu latory Asse1s
Prepay ments and Other Current Assets
Tomi Current Assets

$

11,773
234.48 1
40,353
29.741

s

8,021
209,7 11
27,26~
41 ,36~

144,601

25.590

74 ,179
198,710
10,815
745,653

44,236
204, I 44
J 1,120
.571,454

Property. Plant and Equipment, Ne1

.5,335.436

5,04t887

Deferred Debits and Other Asseis:
Regulator)• Assets
Other Long-Term Assets
Total Deferred Debits and Other Asse1s

1, 179, 100
73,051
1,252,15 1

1,235.156
60,624
1,295.780

Total Assets

s

7.333,240

$

s

302,000
4,700
217,31 1
63,.5.17
55,136
49,61 1
186,5 13
878,788

s

6,911 ,12l

LIABIL ITIES AND CAPlTALIZATION
Curren1 LinbiH1ies:
Notes Payable
l(lng-Term Debi - Current Pomon
Accounts Payable
Accounts Payable to Affilimed Companie.~
Accumula1ed Defened Jncomt Taxes
Regulatory Liabilities
Other Current Liabilities
Total Curren! Liabil it ies

103,500,
30 1,650
202,100
75,707
50,128
53,958
123,869
9 10,912

Deferred Credits and Olher Liabilities:
Accumulated Deferred lncome Taxes
Regulatory Liabililies
Accrued Pensfon, SERP and PBOP
Other Long-Tenn Liabi lities
Total Deferred Credits and Other Liabilities-

1,527,667
262,738
235,529
129,279
2.155.2 13

1.466,835
253,108
11 8,010
206,386
2.044,339

Capitalizalion:
Long-Term Debt

1,792,712

1,499,417

43,000

43,000

994.1 30
1,468.955

99'.!.625
1,420,828

Preferred S1ock Not Su~ject to Mandatory Redemption
Common S1ockholders Equity;
Common Stock
Capital Surplus, Paid In
Retained Earnings
Accumu lated Olher Comprehensive Income
Common Srnck holders Equity
Total Capitalization

442
2,463,527
4.299,239

2,4 13,453
3,955.870

Commitments and Contingencies (Note l l )
Tolal L1abllities and Capital i:i;~1ion

$

The al,companying notes are an integral part of these consol idated financial statements.
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7.333.240

$

6,9 11,121
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NSTAR ELECTRJC COMPANY AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF INCOME

For the Years Ended December 31,
(Thousands of Dollars)
Operating Revenues

2014
2,536.677

$

Operating Expenses:
Purchased Power and Transmission
Operations and Maintenance
Depreciation
Amortization ofRegulatory Assets/(liabilities), Net
Amortization of Rate Reduction Bonds
Energy Efficiency Programs
Taxes Other Than Income Taxes
Total Operating Expenses
Operating Income
!merest Expense:
Interest on Long-Tenn Debt
Interest on Rate Reduction Bonds
Other lnterest
Interest Expense
Other Income, Net
Income Before lncome Tax Expense
Income Tax Expense
Net Income

2013
$

1, 122,298
326,972
188,693
(6,330)
193,5 16
133,072
1,958,221
578,456

77, 140

$

2012

2.493.479

$

2.300,997

849,149
376,360
180,298
230, 148
15,054
206,536
127,778
1,985,323
508, 156

788,252
43 1,802
171,070
117,682
90,322
201,234
11 9,2 19
1,919 58 1
381,416

s

87, 100
3,585
(20,631)
70,054
2,846
3 14,208
123,966
190,242

738
77,878
4,491
505,069
201 ,981
303,088

$

79,088
399
(9,104)
70,383
3,639
441 ,412
172,866
268,546

303,088

$

268,546

s

190,242

$

268,546

$

190,242

The accompanying notes are an integral part oflhese consolidated financial statements.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE lNCOME
Net Income
Other Comprehensive lncome, Net of Tax:
Changes in Funded Status of SERP Benefit Plan
Other Comprehensive Income, Net ofTax
Comprehensive Income

$

442
442
303,530

s

The accompanying notes are an fntegral part of these consolidated financial statemems.
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NSTAR ELECTRIC COMPANY AND SUBSIDIARY
CONSOUDATED STATEMENTS OF COMMON STOCKHOLDER'S EQUITY

(Thousands of Dollars. Exce~t Stock In formation I
Balance as of January I, 1012
Net Income
Dividends on Preferred Stock
Dividends on Common .Stock
Balance as ofDecember31, 2012
Net Income
Dividends on Prefcrr~d Stock
Dividends on Common Stock
Balance as of December 3 1, 20 13
>let Income
Dividends on Preferred St<;ick
Dividends on Common Stock
Othe.r Changes in Stockholder's Equity
Accumulated Other Comprehensive Income
Balance as ol" Dccemb<r 31. 2014

Capital
Surplus,
(>aid In

Common Stock
Stock
Amount
$-

100

$992,625

JOO

992,625

100

992,625

Retained
Eaminizs
$ 1,239, 123
190,242
(1,960)
(217.000)
l.210.405
268.546
(2.123)
(56.000)
1.420,828
303,088
(1 ,961)
(253,000)

Accumulated
Other
Comprehensive
Income
$-

Total
Common
Stockholder's

§gttit:t
$1.23 1,748
190,242
( 1.960)
(217.0001
2.203,030
268.546
(2. 123)

(56.000)

l.505
100

$-

T he accompanying notes -are an integral pan of these consolidated fmancial stateme111s.
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$994.130

s 1.468,955

441
$441

s

2.413.453
303,088
( 1,961)
(253 .000)
1,505
442
2.463,527
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NSTAR ELECTRIC COMPANY AND SUBSJDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Thousands of Dollars)

2014

Operating Activities:
Net Income
Adj ustments to Reconcile Net Income to Net Cash Flows
Provided by Operating Activities;
Depreciation
Deferred Income Taxes
Pension and PBOP Expense
Pension and PBOP Contributions
Regulatory Over/(Under) Recoveries, Net
Amortization of Regulatory (Liabilities )/Assets, Net
Amortization of Rate Reduction Bonds
Bad Debt Expense
Proceeds frorn DOE Damages Claim
Other
Changes in Current Assets and Lia bi Iities:
Receivables and Unbilled Revenues, Net
Materials and Supplies
Taxes Receivable/Accrued, Net
Accounts Payable
Accounts Recei vable from/Payable to Amliates, Net
Other Current Assets and Liabi lities, Net
Net Cash Flows Provided by Operating Activities

$

For the Years Ended December 31,
2013
303,088

$

188,693
10$,133
6,760
( 120,306}
57,696
(6,330)
24,740
30,193
(51,478)
(18,853)
(29,943)
( 122,746)
9,753
11 5,092
38,535
533 027

Jnvesting Actlvlties:
lnveslmems in Property, Plant and Equipment
Decrease in Special Deposits
Other Investing Activities
Net Cash Flows Used in lnves1 ing Activities

(465,028)
(253,000)
( 1,96 1)
198.500
300.000
(30 1,650)

$

The ae-0ompanying note.s are an integral part of these consolidated tTnancial statements.
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(5, 136)
{63,247)
4,752
8,021
12.773

$

$

190.242

180,298
48,808
35,731
(82,000)
(119,433)
230, t48
15,054
28,108

17 1,070
4,264
66,010
(25,000)
(16, 129)
117,682
90,322
40,30 1

4,428

(32,048)

(45,405)
(38,003)
3 1,875
(44,491)
(6,468}
510,423

(10,496}
l,813
29,899
2,662
(61,879)
22,568
591.281

(476,600)
37,604
400
(438,596)

(4 14,089)
3,060
400
(4 I0,629)

(56.000)
(2.123)
(172.500)
200,000
( l,650)
(43,493)
( 1.735)

(2 17,000)
(1,960)
134,500
400,000
(40 1,650)
(84,367)

(77,SOJ)

(1 76,330)
4.322
9,373
13.695

3,227

(465,028)

r: inancing Activities:
Cash Dividends on Common Stock
Cash Dividends on Preferred Stock
lncrease/tDecrease) in Short-Term Debt
Issuance of Long-Tem1 Debt
Retirements ofLong-Tem1Debt
Retirements of Rate Reduction Bonds
Other Financing Activities
Net Cash Flows Used in Financing Activities
Net Increase/(Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents· Beginning of Year
Cash and Cash Equivalents - End of Year

168.546

2012

(5.674)
13,695
8,02 1

~5,853)

$

Page 123of274
Company Report on Internal Control.s Over Financial Reporti1Jg
Public Service Comp any of New Ha mpshi re

Management is responsible for the preparation, integrity, ai1d fair presentation of the accompanying consolidated financial statements of Public
Service Company of New Hampshire and subsidiary (PSNH or the Company) and of or her sections of this annual report.
Management is res1>onsible for establishing and maintaining adequate In ternal controls over financial reporting. The Company's internal control
framework and processes have been designed to provide reasonable assurance regarding the reliabi lity of financial reporting and tbe preparation of
financial statements for external purposes in accordance with accounting principles generaUy accepted in rhe United States of America. TI1crc are
inherent limitations of inrernal controls over financial reporting that could allow material misstatements due lo en-or or fraud to occur and not be
prevented or detected on a timely basis by employees during the llormal COltrse of business. Additionally. internal controls over financial reporting
may become inadequate in the fut~tre due to changes in the business environment.
Under t11e supervision and with the participation ofrhc principal executive officer and principal financial officer. PSNH conducted an evaluation of
the effectiveness of inlemal controls over financial reporting based on criteria established in Internal Co111rol - /11tegra1ed Framework (20 13) issued
by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on th is evaluation under the framework in COSO,
management concluded that internal controls over financial reporting were effoctive as of December 31 , 2014.

February 25, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTJNG FIRM

To the Board of Directors and Stockholder of Public Service Company of New Hampshire:
We have audi ted the accompanying consolidated balance sheets of Public Service Company of New Hampshire and subsidiary (the "Company") as
of December 31 , 20 l4 and 20 13 all(] the related consolidated statements of income, comprehensive income, common stockholder's equity. and cash
flows for each of the three years in the period ended December 3 1, 2014. Our audits also included the financial statement schedule listed 1n the Index
al Item 15 of Part JV. These financial statements and financial statement schedule are the responsibility of the Company's management. Our
responsibility is to express an opinion on the financial statemcnL~ and financial statement schedule based on our audJts.
We conducted our audits in accordance witb the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial stacements are free of' material misstutemenl
The Company is not required to have, nor were we engaged to perfonn, an audic of its intemaJ control over financial reporting. Ow· audits included
consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumsumces, but not
for t·he purpose ofeXpressing au opinion on the effectiveness of the Company's intemal control over financial reporting. Accordingly, we express no
such opinlort. An audit also irtcludes examining, 011 a test basis, evidence supporting the amounts and disclosures in the finru1cial statements,
assessing the accou11ti.ng principles used and significant estimates made by mruiagement, 11s well as evaluating the ovt.lfall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, such consolidated financial statements present fa irly, in all material respects, the financial positiOll of Public Service Company of
New Hampshire an<l subsidiary as of December 3 J, 2014 and 20 I 3, and the results of their operations and their cash flows for each oftb.e three years
in the period ended December 31, 2014, in confom1ity with accounting principles generally accepted in the United States of America, Also, in our
opinion, such financial statement schedule. when considered fn rel ation to the basic consolidated financial statements taken ns a whole, presents
fairly, in all material respects, the infom1acion ser forth 1herei1t
I sl Deloitte & Touche LLP

Hartford, Connecticut
Februllf)' 25, 2015

81

Page 125 of 274

PUBLIC SERVJCE COMPANY OF NEW HAMPSHlRE AND SlJBSIDIARY
CONSOLJDATED BALANCE SHEETS

As of Decemtier 3 1,
1014

(Thousands of Dollars)

20 13

Current Assets:
489

Cash

$

80, 151

Receivables, Net
Accoun!S Receivable from Affiliated Companies
Unbilled Revenues
Fuel, Materials and Supplies
Regu latory Assets
Prepayments and Other Current Assets
Total Current Asse!S
Property, Plant and Equipment, Net
Deferred Debits and Other Assets:
Regulatory Assets
Orher Long· Term Assets
Total Deferred Debits and Other Assets

130
76,331

3.194

90

40, 18 1

38,344

148, 139

128.736
92, 194

111,705
42,392
426.25 1

24,100
359,9:!5

2.635,844

2.467.556

293,l 15

219,346

39.2'.!8
332,;343

39,891
259,237

$

3.394.438

$

3 ,086, 718

.$

90,500

$

93 ,349
33,734
16,044
36,164
38,969
308,760

86,500
50,000
82,920
22,040
20,643
28,596
51,729
342,428

587.292
51,372
93,243
50,155
7S2,062

500, 166
51,723
15,272
46,247
613.408

Capitalization:
Long.Tenn Deb!

1,076,286

999,006

Common Stockholder's Equity
Common Stock
Capital Surplus, Pafd In
Retained Earnings
Accumulated Other Comprehensive Loss
Common Stockholder's Equity
Total Capitalization

748,240
486,459
(7.369)
1,227.330
2.303.616

701 ,911
438.515
!8.550)
1, 13 1,876
2,130,882

Total Assets
LIAB ILITJES AND CAPITALIZATION
Current Liabilities:
Notes Payable to NU Parent
Long-Term Debr - Current Pornon
Accounrs Payable
Accounts Payable to Affi liated Companies
Regulatory Liabilities
Accum ulated Deferred Income Taxes
Other Current Liahihties
Total Current Liabili ties
Deferred Credits and Other Liabilities:
Accumulated Deferred Income Taxes
Regulatory Liabilities
Accrued Pension, SERl' and PBOP
Other Long-Tenn Liabilities
Total Deferred Cred its and Other Liabilh1e>C

Commlunents and Contingencies (Note 11)
$

Total Liabilitie~ and Capitalization

The accompanying notes are an integral part of these consolidated financial statem~nts.
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3.394,438

$

3,086.7 18
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PUBUC SERVICE COMPANY OF NEW HAMPSl-llRE AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF INCOME
For the Years Ended December J 1,
(Thousands of Dollars)
Operating Revenues

2014

2013
959,500

$

Opemting Expenses:
Purchased Power, Fuel and Transmission
Operations and Maintenance
Depreciation
Amortization of Regulatory Liabilities, Net
Amortization ofRate Reduction Bonds
Energy Efficiency Programs
Taxes Other Than lncome Taxes
Total Operating Expenses
Operating Income

$

313,732
261,848
98,436
(29,602)
14,286
71,417
730,117
229,383

2012
935,402

$

988,013

269.754
267,797
9 1.581
(20,387)
19,748
14,494
67.(96
710,183
225,219

319,253
263.234
87,602
{24,086)
56,645
14,245
66,025
782,918
205,095

$

46,228
2,687
1,313
50,228
3,008
157,875
60,993
96,882

s

96,882

$

1, 162
13
2
1, 177
98,059

1nrerest Expense:

Interest on Long-Term Debt
Interest on Rate Reduction Bonds
Other lnteres1
Interest Expense
Other Income, Net
rncome Before Incomc Tax Expense
Income Tax Expense
Net Income

45, 116

$

233
45,349
2,045
186,079
72,135
I 13,944

$

44,370
( 154)
1,960
46, 176
3,455
182,498
71 , 101
111 ,397

113,944

$

111,397

$

1,162
(54)
(3)
1,105
112,502

The accompanying notes are an integral part of these consolidated financial statements.

CONSOLI DA TED STATEMENTS OF COMPREHENSJVE INCOME
Net Income
Other Comprehensive Income, Net of Tax:
Qualified Cash Flow Hedging lnstruments
Changes in Unrealized Gains/( Losses) on Other Securities
Changes in Funded Status of SERP Benefit Plan
Other Comprehensive Income, Net of Tax
Comprehensive Income

$

1,162
19
I,181
11 5.125

$

The accompanying notes are an integral part of these consolidated financial s1a1emcms.
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PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE ANO SUBSIDIARY
CONSOLI DA TED STATEMENTS OF COMMON STOCKHOLDER'S EQUITY

{Thousands of Dollars. ExceEt Stock In fonnatio11 l
Balance as of Januruy I. 2012
Net Income
Dividends on Common Stock
Allocat ion of Benefits - ESOP
Other Comprehensive Income
.Balance as of December 31 . 2012
Net Income
Dividends on Common Stock
Allocation of Benefits - ESOP
Other Comprehensive Income
Balance as of December 3 1, 10 13
Net Income
Dividends on Conunon Srock
Capital Contnbutions rro111 NV Parent
All ocation of Benefits - ESOP
Other Comprehensive Income
Balance as of December 31. 2014

Capital
Surplus,
Paid In

Common Stock
Srock
Amoum
S-

30 1

Retained
Eaminas

$ 700.285

s 388,9 10

A-xumulated
Other
Comprehensive
lncorue/(Loss)
$ {10.832)

96,882
(90.674)
767
701.052

301

395, 118
111,397
(68,000)

1, 177
(9,655)

859
301

701.911

438,515
113.944
(66,000)

1.105
(8,550)

45,000
1,329
$-

30 1

ll1e accompanying notes are an integral part of these consolidated financial statements.

84

$ 748,240

s 486,459

1,181

s (7.369)

Total
Common
Stockholder's
Egui!):
$ 1.078,363
96,882
(90.674)
767
1,177
1.086,515
I II ,397
(68,000)
859
1. 105
1,131,876
l 13,944
(66,000)
45,000
1,329
1.181
l.227.330

s
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PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE AND SUBSIDIARY
CONSOLlDATED STATEMENTS OF CASH FLOWS

(Thousands of Dollars)

'.l014

Operating Activities:
Net Income
Adjustments to Reconcile Net Income to Net Cash Flows
Provided by Operating Activities:
Depreciation
Deferred Income Taxes
Pension, SERP and PBOP Expense
Pension and PBOP Contributions
Regul atory Underrecoveries, Net
Amortization of Regulatory Liabilities, Net
Amortization of Rate Reduction Bonds
Proceeds from DOE Damages Claim
Other
Changes in Current Assets and Liabilities:
Receivables and Unbilled Revenues, Nel
Fuel, Materials and Supplies
Taxes Receivable/Accrued, Net
Accounts Payable
Other Current Assets and Liabilities, Net
Net Cash Flows Provided by Operating Activities

s

For the Years Ended December 31,
'.l013
113,944

$

Financing Activities:
Cash Dividends on Common Stock
Increase in Short-Term Debt
Issuance ofLong-Term Debt
Retirements of Long-Term Debt
Retirements of Rate Reduction Bonds
Increase in Notes Payable to NU Parem
Capital Contributions from NU Parent
Other Financing Activities
Net Cash Flows Provided by/(Used in) Financing Activities
Net l ncrease/(Decrea~e) in Cash
Casb - Beginning of Year
Cash - End of Year
The accompanying notes are an integral part of these oonsolidated financial statements.
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96,882
87,602
58,552
26,312
(96,880)
( 183)
(24,086)
56,645

14.453
10,095

16,079

11 ,205

(15,576)
(19.403)
('.l3,857}
17.796
(5,972)
247,967

2,412
(33.391)
26,462
2,632
(9,520)
188,107

(84)
25,897
(9,752}
(15,248)
13,436
230,298

('.!56, 159)

(186,009)

( 1,013)
( 139)
(257,311)

22,040

(203,902)
55,900
4,200
( 135)
(143,937)

(88)

(164,057)

(66.000)
4,000
75,000
(50,000)

$

$

9 1.581
75.693
26,846
( 11 2,964)
(8,481)
(20,387)
19,748

98.436
94,813
7,197
(2,482)
( ll ,875)
(29,602)

Investing Activities:
Investments in Property, Plant and Equipment
Decrease in Notes Receivable from Affiliate
(lncrease)/Decrease in Special Deposits
Other Jnvesting Activities
Net Cash Flows Used in Investing Activities

l J 1,397

20 12

45,000
1,703
9,703
359
130
489

(90,674)

(68,000)
23,200
250,000
( 198,235)
(29,294)

$

\4.084)
(26,413)
(2,363)
2,493
130

(56,074)
63,300
{476)
(83,924)
2,437
56
$

2,493
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Co mpany Report o n Inter nal Co ntrols Ove r Fina ncial Reporting
Weste rn Massac husetts Electric C ompa ny

Management is responsible for the preparation, integrity, and fair presentation of the accompanying financial statements of Western Massachusetts
Electric Company (WMECQ or the Company) and of other sections of this annual repon.
Management is responsible for establishing and maintaini1'g adequate internal contro ls over fmancial reporting. The Company's internal control
framework and processes have been designed to provide reasonable assurance regarding the reliability of financial reportiJ1g and the preparation of
financial statements for external purposes in accordance witJ1accounting primiiples generally accepted in the United States of America. There are
inherent limitations ofinternnl controls over fmanc ial reporting that could allow material misstatements due to error or traud to occur and not be
prevented or detected on 11 timely basis by employees during the nonnal course of business. Additional ly, internal controls over financial reporting
may berome inadequate in the fi1ture due to changes in the business environment.
Under the supervision and with the participation of the principal executive officer and principal financial officer. WMECO conducted an evaluation
of the effectiveness of internal controls over financial reporting based on criteria established in 1111erna/ Control - lniegrated Framework (2013)
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on this evaluation under tJ1e framework in
COSO. management concluded that internal controls over financial reporting were effective as of December 31. 2014.
February 25, 20 15
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholder of Western Massachusetts Electric Company:
We have audited the accompanying balance sheets ofWi:stem Massachusetts Electric Compaoy (the "Company") as of December 31 , 2014 and 2013
and the related starements of income, comprehensive income, common stockholder's equity, and cash nows for each of the three years in the period
ended December 31 , 2014. Our audits also included the financial statement schedule ljsted in the [ndex at Item 15 of' Part IV. These financial
statemems and financial statemenc schedule are the responsibility of the Company's management. Our rcspOllsibility is to express an opinion on the
financial statements and financial statemem schedule based on our audi1s.
We conducted our audits fn accordance with the standards of the Public Company Ac.counting. Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
The Company is not requ ired to have, nor were we engaged to perfoni'l, an audit of its Internal control over financial reporting. Our audits included
consideration of intem11l control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not
for the 1iurpose of expressing au opinion on Oie effectiveness of the Company's internal control over tioancial reporting, Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting tbe amounts and disclosures in the financial statements,
assessing the ucoounting principles used and significant estimates made by management, as well as evaluating tl1e overall fmancial stntement
presentation. We believe thaL our audits provide a reasonable basis for our opinion.
In our opinion, such financial statements present fairly, in all material respects. the financial position of Western Massachusetts Electric Company as
of December 31 , 2014 and 2013, and the results of its operations antl it~ cash nows for each of the three years in the period ended December 31 ,
2014. in conformity with accounting principles generall y accepted fn the United States of America. Also, in our opinion, such financial statement
schedule, when considered in relation to the basic fioancial statements taken as a whole, presents fairly, in all material respects. the information sel
forth tl1erei1i.

Isl Deloitte & Touche LLP
Hartford, Connoclicut
febrnary 25, 2015
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WESTERN MASSACHUSETTS ELECTRIC COMPANY
BALANCI:; SHEETS

As ofDeccmber31.
(Thousands of Dollars )

?014

Current Assets:
Receivables, Net
Accounts Receivable from Affiliated Companies
Unbil led Revenues
Taxes Receivable
Regulatory Assets
Marketable Secunties
Prepayments and Other Current Assets
Total Current Assets

2013

51,066
7,851
15.146
1$,126
51.923
28/158
7,607
18(),377

Property, Plant and Equipment. Ne1
DefeJTed Debits and 01her Assets:
Regulatory Assets
Marketable Securities
Other Long-Tenn Asseis
Total Deferred Debits and Other Assets
Total Assets

s

49,0 18
47,607
16.562
.) _
4'">

43,024
26,628
10,479
193,750

1,461.321

J,381 ,060

146,307
19,452
22,018
197.777

146.088
31,143
40.679
218,0 10

$

1.839,475

s

$

2 1,400
50,000

s

1,792,820

LIABILITIES AND CAPITALIZATION
Current Liabilities:
Notes Payable 10 NU P;Yent
Long-Term Debt - Current Poruon
Accounts Payable
Accounts Payable to Affiliated Companie;;
Accrued Interest
Regulatory l.,iabilities
Accumulated Deforred Income Taxes
Counterparty Deposits
Other Current Llabililles
Total Current Liabilities

14,328
7,526
12,486
18,0$9
3,376
13, 178
104.115

62,96 1
9,230
7.525
19.858
l3,098
7,688
20.629
140,989

Defmed Credits and 0 1her Liabili11es:
Accumulated Deferred Income Taxes
Regulatory Liabilities
Accrued Pension, SERP and PBOP
Other Long-Tem1 Liabilities
Total Deferred Credits and Other Liabilitie!

4 16,822
10,835
17.705
33.747
479. 109

396,933
13.873
3,911
:?8,619
443.336

Capitali1.arion:
Long•Tenn Debi

578,471

629,389

10,866
391,256
178,834
(3,176)
577.780
1,156,251

10.866
390.743
181.014
(3.517)
579)06
1.208,495

53,732

Common Stockholder's Equity
Common Stock
Capital Surplus, Paid ln
Retained Earnings
Accumulated Other Comprehc1isive Loss
Common Stockholder's Eq uity
Total Capitalization
Commitments and Contingencies (1'fote J J)

s

Total Liabfli1ies and Capitalization

The accompanying notes are an in1egral part of1hese financial statements.
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1.839.475

$

1.792,820
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WESTERN MASSACHUSETTS ELECTRIC COMPANY
STATEMENTS OF INCOME

(Thousands of Dollars)
Operating Revenues

2014

493.423

$

Operating Expenses:
Purchased Power and Transmission
Operations and Maintenance
Depreciation
Arnonization of Regulatory Assets/(Liabilities), Net
Amonization of Rate Reduction Bonds
Energy Efficiency Programs
Taxes Other Than Jncome Taxes
Total Operating Expenses
Operating fncome
Interest Expense:
Interest on Long-Term Debt
lnterest on Rate Reduction Bonds
Other Interest
Interest Expense
Other Income, Net
Income Before Income Tax Expense
Income Tax Expense
Net Income

Fortbe Years Ended December 31 ,
2013

s

172,876
89,406
41 ,886
(6,228)
42,937
34,907
375 784
117,639
24,245

472,724

s

2012
441. 164

147,059
96,194
37,568
(3,206)
7,780
39,524
28,458
353,377
119,347

1.36,086
97,031
29,971
410
17,632
27,802
21,458
330,390
110,774

$

23,462
1,229
1,943
26,634
2,503
86,643
32,140
54,503

$

54,503

$

338
2
340
54,843

$

686
24,931
2.379
95,087
37.268
57,819

$

23,625
177
1,049
24,851
3,310
97,806
37,368
60,438

$

57,819

s

60,438

s

338
(9)
329
60,767

The acoompanyi ng notes are an integral pan of these financial statements.

STATEMENTS OF COMPREHENSJVE rNCOME
Net Income
Other Comprehensive Jncome/(Loss), Net of Tax:
Qualified Cash Flow Hedgi ng lnstruments
Changes in Unrealized Gains/(Losses) on Other Securities
Other Comprehensive lncorne/(Loss), Net of Tax
Comprehensive Income

338

3
34 1
58,160

$

The accompanying notes are an integral pan of these financial statements.
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WESTERN MASSACHUSETIS ELECTRIC COMPANY
STATEMENTS OF COMMON STOCK HOLDER'S EQU ITY

(Thousands of Dollars. ExceQI Stock lnfonnationJ
Balance as of January I, 2012
Ne1 Income
Dividends on Common Stock
Alloca1fon of8enefi1s • ESOI'
Capital ('ontributious from NU Pareni
Other ComErehensive Income
Balance as of December 3 1, 10 12
Net Inco111e
Dividends on Common Stock
Allocation of Benefits· ESOP
Oilier ComErehensive Income
Balance asofDecember3l. 2013
Net Income
Dividends on Common Stock
Allocation of Benefits- ESOP
Other Comprehensive Income
Balance as of December 31, 2014

Common Stoel'
Stock
Amount
434 ,653
$ 10,866

Capital
Surplus,
Paid In
$340,115

297
50,000
434._653

10,866

390.412

Accumulated
Total
01hcr
Common
Retained
Comprehensive Stockholder's
E<JUily
Income/( l, oss)
Eaminss
$ (4, 186)
s 462.301
S I 15,506
54,503
54,503
(9.431}
(9,432)
297
50,000
340
340
160,577
(3.846)
558.009
()0,438
60;438
(40.00 ))
140,001)

33 1
434.653

10.866

390,743

331

181,014
57,819
(59.999)

329
(3.517)

513
434.653

s 10,866

The accompanying notes are an inregral pa11 of these financial statemems.
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341
S391.256

$ 178,834

$ (3. 176)

329
579.106
57,819
(59,999)
513
341
s 577.780
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WESTERN MASSACHUSEITS ELECTRIC COMPANY
STATEM.ENTS OF CASI f FLOWS

For the Y.:ars Ended December 31.
(Thousands ofDollarsl

2014

Operating Activities;
Net Income
Adjustments to Reconci le Net Income to Net Cash Flows
Provided by Operating Activities:
Depreciation
Deferred Income Taxes
Regulatory Overrecoveries. Net
Amonization of Regulatory (Liabil it1es)/Assets, Net
Amortization of Rate Reduction Bonds
Proceeds from DOE Damages Claim
Other
Changes in Current Assets and Liabilities:
Receivables and lJnbilled Revenues, Net
Materials and Supplies
Taxes Receivable/Accrued, Net
Accounts Payable
Other Curre111 Assets and Liabilities, Net
Net Cash Flows Provided by Operating Activities

$

2013

57,8 19

$

41 ,886
34,108
1,925
(6,228)

financing Aciivities:
Cash Dividends on Common Stock
Issuance of Long-Term Debt
Retirements of Long-Tem1 Debt
Jncrease/{Decrease) in Notes Payable to NU Parent
Retirements of Rate Reduction Bonds
Capital Contributions from NU Parent
Other Financi ng Activities
Net Cash Flows (Used in)!Provided by Financing Activities
Net Decrease in Cash
Cash - Beginning of Year
Cash - End of Year

91

54,503

{3,206)
7,780

29,971
53.942
(19,152)
4 10
17,632

3.381

(3,954)

39.&72
(627)
(22,454)
l ,269
(I 1,169)
153.279

{53,292)
865
19,840
7,456
2.491
178.807

{8,896)
(2,882)
(8,311)
ti9,297)
581
94,547

( 116,205)
73,198
(73,888)

( 128,786)
70,778
{71 ,390)

3,200
(113.695)

7,401
{ 121.997)

(264,175)
79,769
(80,529)
11.000
(2S)
1253 963)

(59,999)

(40,001 )
80,000
(55,000)
(31 ,900)
(9,352)

(985)
(39,5842

The accompanylng notes are an integral pan of these financial statements.

$

8.458

2 1,400

$

60.438

37,568
87,028

18,883
(2,005)

Investing Activities:
lnvestments in Property, Plant and Equipment
Proceeds rrom Sales of Marketable Securities
Purchases of Marketable Secu.rities
Decrease in Notes Receivable from Affiliote
Other Invest ing Activities
Net Cash Flows Used in Investing Aclivities

2012

(9,432)
150,000
(53,800)
31,900
(17,540)
50,000
8,288
159.416

(558}
(56,811)
( 1)
I

s

$
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NORTHEAST UTILITI ES A!'\D SUBSIDIARIES

THE CONNECTICUT LIGHT A~ O POWER COMPANY
NSTAR ELECTRIC COM PA Y AND SliBSIDlARY
PFBLIC SERVICE COMPANY OF NEW HAMPSHIRE ANO SUBSIOI ARV
WESTERN MASSACH l lSETTS ELECTRIC COMPANY
COMBINED NOTES TO FI NANCJ,\L STATEMENTS
Refer to the Glossary of Terms included in this combined Arurnul Report on Form 10-K for abbreviations and acronyms used throughout the
combined notes to the financial s tatements.

1.

Sl'MMARY OF S IGNIFICANT ACCOUNTING POUCJES

A.

About NU, CL&P, NSTA R E lectric, PSNH a nd WMECO

NU Co11solida1ed: NU is a public utility holding company primarily e ngaged through its who lly ow11ed regulated utility subsidiaries in the energy
delivery business. On Apri l 10. 20 12, NU acquired NSTAR and its subsidiaries. See Note 21. "Merger of NU and NSTAR." for lunher information
regarding the merger. NU's wholly owned regulated utility subsidiaries consist ofCL&P. NSTAR Electric. PSNH. WMECO. Yankee Gas and
NSTAR Gas. NU provides energy delivery service to approximately 3.6 million electric and 11atural gas customers through U1ese six regu lated
11tilitfes in Connecticut. Massachusetts a11d New llwnpshire. On February 2.. 2015, NU. CL&P, NSTAR Electric, PSNH and WMECO commenced
doing business as Eversource Energy.
NU, CL&P. NSTAR Electric, PSNH and WMECO are reporting companie$ under the Securities Exchange Act of 1934. NU is a public utility
bolding company undenh.e Public Utility Holding Company Act of2005. Arrangeme11ts tunong the regulated electric companies and other NU
compru1ies. outside agencies and 0U1er utilities covering interconnections. interchange of electric power and sales of utility property are subject to
regulation by the FERC. The Regulated companies are subject LO regulation of rat.e s, accounting and other matters by the FERC and/or applicable
state regulatory commissions (the PURA for CL&P and Yankee Gas, the DPU for NSTAR Electric. WMECO and NSTAR Gas. and the NHPUC for
PSNl-1).

Regulated Companies: CL&P, NSTAR Electric, PSNl-f and WMECO furnish franchised retail electric service in Connecticut, Massachusetts and
New Hampshire. Yankee Gas and NSTAR Gas are engaged in the distribution and sale of natwal gas to C\lStomers '' ilhin Connecticut and cenlrul
and eastern Massachuserts. respectively. CL&P, NSTAR Electric, PSNH a11d WMECO's results include the operations of their respective
distribution and transmissioo businesses. PSNH and WMECO's distr·ibution res1,1lts include the operations of tJ1eir respective generat ion businesses.
NU also bas a regulated subsidiary, NPT. which 'VllS formed to c-011sc.ruct, own and operate the Northern Pass line, a HVDC transmission line from
Qoebec 10 New Hampsh ire under development t11at will interconnect wltJ1 a new HVDC tran~missioJl line being developed by a transmission
subsidia ry ofHQ,

Other; NUSCO, NV's service company, Rocky River Realty Company, a wholly-0\·\lled real estate subs idi ary of NU, Renewahle Properties, Inc.. a
wholl y-owned subsidituy ofEETV. and Properties. fnc .• a wholly-owned subsidiary of PSNH, provide support services to NU, including its regulalt:d
comp1m ies. Harbor Electric Energ.y Company, a wholly-owned subsid iary of NSTAR Electric, provides distribution service and ongoi11g support co
the M11ssaohusetts Water Resources Authority. Hopkinton LNG Corp, an indirect, wholly-owned subsidiary ofNU, provides natural gas
liquefaction. vaporizat ion. and storage sei:vices for NSTAR Oas.

n.
Busis of Presentatinn
The consolidated financial statements ofNU, NSTAR E lectric and PSNH include the accounts of each of their respective subsidiaries. l.Jlleroompan)
transactions have been eliminated in consolidation. l11e accompanying consolidated financial statements ofNTJ, NSTAR E lectric and PSNH and the
financial statements ofCL&P and WMECO are herein coUectively referred to as the "fu1anci!ll statements."
0

n1e preparation of the fL11ancial statements in conformity witJ1 GA/\ P requires management to make estimates and assumpt ions that affect the
reported amounts of assets and Iiabil itics a11d d1sclosure of contingent Iiabilities as of the date of the linancial statements and the reported amounts of
revenues and expenses during tJ1e reporting period. Actual resu lts could differ from tbose es1imatcs.

NU's consolidated financial infonnntion includes NSTAR and its subsidiaries' results of operations beginning, April 10. 2012. The infonnation
disclosed for the year ended December 31 , 2012 for NSTAR Electric is presented on a comparable basis.
NU consolidates CY APC and YAEC because CL&P's, NSTAR Electric's. PSNH's and WMEC'O's combined ownership interest iJJ each of these
entities is greater than 50 percent. lntcrcompany transactions between CL&P, NSTAR Electric. PSNH and WMECO and the CYA PC and YAEC
companies have been eliminated in consolidation ofthe NU financial statements.
NU's utility subsidiaries are subject to the application ofaccounting guidauce for entities with race-regulated operations that considers the elTecL of
regulation rt:sulting from differences in the timing of the recognition of certain revenues and expenses from U1ose of 0U1er businesses a11d i11dustries.
NU's utllity subsidiaries' distribution. generation and transmission businesses and NPT are subject Lo rate-regulation that is based on cost recovery
and meets the criterjq for application of rate-regulated acoow1ting. See Note 2. "Regulatory Aocoun ting," for further infonnation.
Cenai.n rec lassificacions of prior year data were made in the accompanying balance sheets for NU, CL&.P, NSTAR E lectric and PSNH. These
reclassifications were made to confonn to U1e current year presentation.
In accordance with accounti.ug guidance on noncontrolling interests iii consolidated financial statements, the Prefe1Ted Stock ofCL&P and the
Preferred Stock ofNSTAR Electric, which are not owned by NU or its eonsolidated subsidiaries and a re not subject to mandatory redemption. have
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been presented as noncontrolling interests in the financial stutements of NU. The Preferred Stock ofCL&P and the Preferred Stock of NSTAR
Electric are considered to be terupor.rry equity 11nd have bee n classified between liabilities and pennanent" shareholders' equity on the- balance sheets
of NU. CL&P and NSTA R Electric due to a provision in the preferred stock agreements ofbmh CL&P and NSTA R Electric thatgranl preferred
stockholders tJ1e right to elect a majority of tJ1e CL&P and NSTA R Electric Board ofDirecwrs, rcspec1ively, should certain conditions exist, such as
if preferred dividends are iu arrears for a specified amotull of time. The Net Income reported in the staremc11ts of income and cash -flows represenLs
net income prior to apport1o1u11cnt to noncontrolling interests, which is represented by dividends on preferred stock of CL&P and NSTAR Electric.
As of December 3J. 2014 aud 20 13. NU's carrying !Unoun1 of goodwill was approximately $3.5 billion. NU perfonns an assessment for possible
impainnent oflts goodwill at least annualfy. NU completed its annual goodwill impainnent test for each of its reponing units as of October I, 2014
and detem1ined that no impairment exisis. See Note 22, "Goodwill_" for furtJ1er information.

C.

Accoun ting Stundards

Recenl/y 1Jdop1ed Acco11mi11g Sto11dards: On January I , 2014. as ret1uired. NU prospectively adopted the Financial Accounting Standards Board's

(FASB) final Accounting Standards Updates (ASU) that required presentation of certain unrecognized tax benefits as reductions to defe1Ted tax
assets. lmplementation of this guidance had an immaterial impact on the balance sheets and oo impact on the results of ope;:rations or cash flows of
NU. CL&P. NSTAR Electric, PSNH and WM ECO.
Accountmg Standarclr Issued but not Yet Adopted: Tn May 2014, the FASB issued ASU 1014-09. Revenue.from Co111rac1s wfth Customers, effective
January I, 2017, which amends existing revenue recognition guidance and is required 10 be applied retrospectively (either to each reporting period
presented or cumulatively at the date of initial application). Management is reviewing tl1e requiremen~ of tl1e ASU. The ASU's i.mpacl is not
expected to have a muterial impact on the financial statements ofN U. CL&P, NSTAR Electric. PSNH and WMECO.

O.
Cash and Cash Equivalents
Cash and cash equivalents include cash on hand and short-tenn cash in vestments that are highly liquid in nature and have original maturities oftlm:e
months or less. At the end of each reporting period, any overdraft amounts are reclassified from Cash and Cash Equivalents to Accounts Payable on
the balance sheets.

E.

Provision for Uncollcctiblc Accounts
NU, including CL&P, NSTAR Electric, PSNH and WM ECO, presents its receivables at estimated net realizable value by mainlainiog a provision for
uncollectible accounts. This provision is derem1ined based upon a variety ofjudgments and facrors, including the applicacion of an estimated
uncollectible percemage 10 each receivable aging category. The estimate is based upon historical collection and write-off experience and
management's assessment ofcolle-ctabllity from customers. Management continuously assesses tl1e collectability of receivables and adjusts
collectabnity estimates based on acrual expedeocc. Receivable balances are written off against the provision for uncollectible accoun ts when the:
accounts are terminated and these balances are deemed to be uncollectil>le.
The PURA allo,¥s CL&P and Yankee Gas to accelerate the recovery of accounts receivable balances atlributable to qualified customers under

financial or medical dttress (tu1collectil>le hardship 11ccounts receivable) outstanding fo r grnattirthan 90 days. The DPU allows WMECO to also
recover in rates amow1ts associated wiili eertain unuollectible hardship accounts receivahle. Uncollectible cuSlomer account balances, which are
expected to be recovered in rates, are iJ1cluded in Regulatory Assets or Other Long-Tem1 Assets.
The total provision for uncollectible accounts and for uncollec1iblc hardship accounts, which is included in the total provision, are included in
Receivables, Net on tJ1e balance sheets. and were as follows:

(Millwns <JffJnl/ars)

1'IU
CL&P

NSTAR Electric

PSNH
WMECO

Uncolleclible llnrdshi~
Asof 000!mber31,
2013
2014

Total Pro\'ioion for Uncollectible Accounts
As of December J 1.
2014
2013

$

175,3
84 3

$

171.3
82.0

40.7
7.7

41 7
74

9.9

lO.O

91.S

$

s

74.0

8\.2
67.3

62

5.5

F.
Fuel, Materials and Supplies and Allowance Inventory
fue l, Materials and Supplies include natural gas, coal, biomass and oil inventories as well as materials purchased primarily torcoostruct100. or
operation and maintenance purposes. NaturaJ gas, coal. biomass and oil inven tories are valued at t11eir respective weighted average cost Materials
and supplies are valued at the lower of average cost or marker. As of December 3 l. 2014, NU and PSNI-1 had $I 64.3 million and $95.1 million..
respectively. of fuel and $ 185.4 mfllion and $53 mDLion. respectively, of materials and supplies. As of December 31, 2013, NU and PSNH bad
$139.5 million and $74.2 million, respectively, of fuel and $ 163.7 million and $54.S million, respectively. of materials aud supplies.
F'uel, Materials ai1d Supplies also include Renewable Enl!rgy Certificates (RECs), which are purchased from suppliers of renewable sources of
generation. RECs are used 10 n1eet state mandated Renewable Portfolio Standards requirements. As ofDeoember 31 , 20 14 and 2013, NSTAR
Electric had $25. l million and $4.9 million, respectively, of RECs classified as Materials and Supplies on the balance sheets.
PSNI-1 is subject to federal and state laws and regulations that regulate emissions of air pollutants. including S02. C01,, and NO, related to its
regulated generation units, and uses SO~, C0 2, and NOx emissions allowances. At the end of each compliance period, PSNH is required to relinquisl1
S0 2, C01 , and NOx emissions allowances corresponding to the actual respective emissions emitted by its generating units over the compliance
period. S02 and NOx emissions allowances are obtained U1rougb ru1 annual allocation from the federal and state regulators that are granted at no cost
and through purchases from third parties. C02 emissions allowances are obtained through a11 annual allocation from U1e state regulator U1at are
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granred at no cost and are acquired through auctions and through purchases from third purties. S02. C02, nnd NO, emissions al lowances are charged
to expense based on their weighted average cost as they are utilized against emissions volumes at PSNH's generating units.
S02, C02. and NOxemissions allowances are recorded within Fuel, Materials and Supplies and are classified on the balance s.heet· as shorHemi or
long-term depending on the period in which they are expected to be utilized against actual emissions. As of December 31. 20 14 and 2013. PSNH had
$20. 1 million and $19.4 million. respectively, oflon g-tenn S01 mid C01 emissions allowances classified as Oilier Long-Tem1Assets on the balance
sheets.
G.
R.estricted Cash and Other Deposits
As ofDece01ber3 I, 2014. NU. CL&P and PSNH had .$3.2 million, $2.1 million, and $1 million, respective!) , of restricted cash relating 10 amounts
held in escrow. which were included in Prepaymenis and Other Currem Assets on the balance sheets. As of December 31, 2013, tliese amounts were
$L 7 million and $1.4 million for NU and CL&P. respectively.
As ofDecember 31. 2014, NU, CL&P and PSNH had $9.9 millia11. $1.2 million and $2.5 million, respectively. of cash collateral posted not subject
to master netting agreements, primarily with ISO-NE, which were included in PreJ'ayments and Oilier Current Assets on !lie balruice sheets. As of
December 31, 2013. these amounts were $17.9 million and $9 million for NU and NSTAR Electric, respectively.
H.
Fai r Value Mcusurements
Fair value measurement guidance is applied to derivative contracLS that are not elected or designated as "normal purchases or normal sale.s" (nomial)
and to the marketable securities held in tnl!Hs. Fair val ue measurement guidance is also applied co val uations nfthe investments used to calculate the
funded status of pension and PBOP plans and nonrecurring fair value measurements of nonfinancial assets sucb as goodwill and AR Os. and is also
used to estimate the fair val ue of preferred s1ock and long-tem1 debr.

Fair Value Hie1·archy: In measuring fair value, NU uses obser\lable market data wheo available and minimizes the use of unobservable inputs.
Inputs used i11 fair value measurements are categorized into three fair value hierarchy levels for clisclos~re purposes, TI1c entire fair value
measurement is categorized based on the lowest level of input that is significant lo !lie fair value measurernen~ NU evaluates the classifica tion of
assets an d liabilities measured at fair value on a quarterly basis, and NU's policy is 10 recognize transfers between levels of the fair value hierarchy as
of the end of the reporting period. The three levels of the fair val ue hierarchy are described below:
Level 1 • Inputs are quoted prices (unadjusted) i.n <ictive markets for identical assets or liabilities as of the reporting date. Active markets
are those in whic.11 transactions fonhe asset or liability occur in sufficient frequency and volume to provide prici"g information on an
ongoing basis.
Level 2 · Inputs are quoted prices for similar instruments in active markets. quoted prices for identical or similar instrnments in market's
that are nol' active. and model-derived valuations in whicJ1 all significant Inputs are observable.
Lcvel 3 · Quoled market prices are nol' available. Fair value is derived from vah1ation teclmiques in which one or more significant inputs
or assumptions are unobservable. Where possible, valuation tedmiques incorporate observable niarket inputs that can be validated to
extemal sources such as industry exchm1ges. including prices ofenc-rgy and energy-related products,

De1em1111a1ion of Fqir Value: The valuation techniques and inputs used in NU's fair value measurements are described in Note 4. "Derivative
lnstruments,'' Note 5, "Marketable Securities," Note 6, "Asset Retirement Obligations," Note 9A. "Employee Benefits - Pension Benefits and
Postretiremenl Benefits Oilier Than Pensious,'' Nole 13, "Fair Value ofFinancial lnstruments," and Note 21. ''Merger ofl\'U and NSTAR.," lo the
financial statements.
I.
Derivati ve Accounti ng
Many of the Re'Sulated companies' contracts for the purchase and sale of energy or energy-related products are derivatives. The accounting treatment
for energy contracts entered into varies and depends on the intended use of the particular contract and on whether or not the con tract is a derivative.
For I.he Regulated companies. regulatory assets or regulatory liabilities are recorded to of!Set the fair values of derivative contract>, as contract
settlements are recovered from. or refLmded to, customers in future rates.

The application otderivative accounting.is complex and requires manageme1it judgment in tlle following respects: identification of derivatives and
embedded derivatives, election and designation of the normal exception, and dete1mination of tl1e fair value of derivative contracts. All of these
judgments Ctlll have a significant impact on the fmanciru statements.
The judgment applied in the election of the nonnal exception (aud resulting accrual accounting) includes the conclusion that it is probable ut the
inceptio1i of the contract and throughout its tenn that it will result in physical delivery of the underlyiJ1g product and that the quantities will be used or
sold by the business in the normal course of business. If faces and circmnstanl-.es change and management can no longer support this conclusion, then
t·he normal exception and accrual accounting is terminated, and fair value accounting is applied prospec.tively.
The fair value of derivative contracts is bused upon the contract' tenns and conditions and the underlying market price or fair value per unit. When
quantities are nor specified in the contract, rhe Company determines whether the contract has a detemi in able quantity b)' using amounts referenced in
default provisions and other relevant sections oftl1e contract. The fair value of derivative assets and liabilities with the same counterparty are offset
and recorded as a net derivative asset or liability on the balance sheets. Changes in the fair value of derivative contracts are recorded as regulatory
assets or liabilities and do not impact net income.
For further lnfom1ation regarding derivative contracts, see Note 4, "Derivative lnstnunents,"
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Equity Method Investments
Regional Deco111111issio11ed Nuclear C:Ompmries: CL&P. NSTAR Electric. PSNH and WMECO own common stock in three regional nuclear
generation companies (CY APC. YAEC and MYA PC, collectively referred to as the Yankee Com panies), each of which owned a single nuclear
generating facility that has been decommissioned. For CL&P. NSTAR Electric. PSNH and WMECO, the respective investments in CY APC, YAEC'
and MY A.PC are accow1ted for uuder tJ1e equity method, NU consolidates CY A.PC and YA EC because CL&P's, NSTAR Ekc1ric's. PSNH's and
WMECO's combined ownership interest in each 0J'1hese entities is greater tJ1an 50 percent. lntercompany transactions betwetJn CL&P, NSTAR
Electric. PSNH and WMECO 1111d the CYAPC and YAEC companies haw been eliminated in consolidation of the NU financial statements.
J.

Ownership interests in the Yankee Companies as of December 3 L 2014 and 2013 were as follows:
/l'crce11t)

CV.\PC

CL&P
NSTAR Electric

YA€C

34,5%
14.0
5.0

PSNH

95

WM ECO

MYAPC

24.5 %
14.0
70
7.0

12.0%
40
5.0
3.0

The total carrying values ofCL&P's, NSTAR E'lectric's, PSNH's and WMECO's ownership interests in CYAPC, YAEC and MYAPC. which are
included in Other Long-Term Assets on their respective balance sheets. were as follows:
A.• of Oecein ber 3 l,
1Mt//io11s uj JJ11/111r.J

CL&P

NSTAR Elec1ric
PSNH
WMECO

1014

2013

1.2
0.5

OJ
0.3

$

J.2
0.5
0.3
0.3

For further iufomiallon on the Yankee Companies. see Note J IC, "Commitments and Contingencies - Contractual Obligations - Yankee Companies,"
to the financial statements.

Other Investments: As of December 31, 2014 and 2013, NU had an eqttity ownership interest in an energy investment fund of$17.8 million and $9.8
million, respectively.
Equity invesunents are included in Otl1er Long-Term i\ssets on the balance sheets lllld net earnings related to these equity investments nre. included in
Oilier I.11come, Net 011 ilie statements of income.
K.
Reve nues
Regulated Compa11ies: The Regulated com panies' retail revenues are based on ratl'S approved by their respective state re.gulatory commissions. In
general, mtes call only be changed through fom1al prootiedings with the state regulatory commissions. The Regulated companies' rates are designed
Lo recover the costs to provide service to their eust0111ers, including a ren1m on investment. The Regulated companies also ulilize regulatory
co mmission-approved tracking mechanisms to recover certain costs on a fully-reconciling basis. These tracking mechanisms require rates to be
changed periodically to ensure recovery of acmal costs iacurred. WMECO and CL&P (elleclive DeceJ11ber l, 2014). each have a reveaue decoupling
mechanism to recover a pre-established level of baseline dis1nbution deliv.:ry service revenues per year. iodependent of actual customer usage.
Decoupling mechanisms effectiv.::ly break the relationsbip between sales volmnes and revenues recog1,ized.

A significant portion of the Regulated companies' reta il revenues re late to the recovery of costs incurred for the ~ale of electricity and 1iatural gas
purchased oo behalf of customers. These energy supply costs are recovered from customers in rates through cost tracking mechanisms. Energy
purchases are recorded in Purchased Power, Fuel and Transmission, and the sale ofenergy associated with these purchases are recorded in Operating
Revenues.

Regulaled Companies' Unbilled Revenues: Because customers are billed tb.roughout the month based on prc·detcm1i11ed cycles rather tl1an on a
calendar month basis, an estimate of electricity or natural gas delivered to customers for which U1e cust-omers have not yet been billed is calculated as
of the balance sheet date. Un billed revenues arc included in Operating Revenues on the statements of income and are assets on the balance sheets.
Acmal amou111s billed to customers when meter readings become available may vary from the estimated amount.
The Regulated companies estimate unbilled sales month ly using the daily load cycle metbod. The daily load cycle 11iethod allocates billed sales to
the current calendar month based on the daily load for eacl1 billing cycle, The billed sales are su btracted from total month load, net of delivery
losses, to estimate unbD!ed sales. Unbilled revem1es are estimated by first allocating unbilled $ales to tJ1e respective customer classes, then applying
an estimated rate by customer class to ll1ose sales.

Regulated Companies' Transmission Revenues· Wholesale Rates; Wholesale transmission revenues are recovered through fERC approved fonnula
rates. Wholesale transmission revenues for CL&P. NSTAR Electric, PSNH. and WMECO are collected under the ISO New England lnc.
Transmission. Markets and Services Tariff (ISO-NE Tariff). The lSO-NE Tariff includes Regional Network Service (RNS), Schedule 2 1 - NU rate
schedules. which recover !he costs of transmission and other tra1Jsmission-related services for CL&P, PSNH and vVMECO, and Schedule 21 NSTAR rate schedules. whiob recover costs oftra1Jsmission and otJ1er transmission-related services for NSTAR Electric. The RNS rnte,
administered by lSO-NE and billed to all New England transmission load, including CL&P, NSTAR Electric, PSNH and \'i'MECO's distribllrion
businesses, is reset on June l " of each year and recovers the revenue requirements associated with transmission facilities !hat belle fit the entire New
England region. Schedule 21 - NU and Schedule 21 - NSTAR rates, administered by NU, rei;overs tJ1e remainder of the transmission reveJ1ue
requirements. The Schedule 21 ·NU rate is reset Oil Jan.ttary 1' 1 and Jun.e J" of each year, while the Schedule 21 - NSTAR rate is reset on Juae 151 of
each year. The Schedule 21 · NU and Schedule 2 1 ·NSTAR rate calculations recover total 1ransmissio11 revenue require111ents net of revenues
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received from other sources {i.e., RNS, rental s, etc.), thereby ensu ring that NU recovers all of CL&P's, NSTAR Elcctric's, PSNH's and WMF:CO's
regional and local trans miss ion revenue requirements in accordance with the ISO-N E Tariff RNS, Schedule 21 - NU and Sched ule 21 - NSTAR
rates prov ide for the annual reconciliation and recovery or refund of estimated costs to actual costs. The finan cial impacts of differences berween
acrual and estimated costs arc deferred for future recovery from , or refonded to, transmission customers. See Note 11E, "Commitments and
Contingencies - FERC Base ROE Complaints." for complaints filed at FERC relating to NU's base ROE.

RegulatedC0111pa11ies' Transmission Reve11ues - Retail Rates: A significant portion of the NU transmission segment revenue comes from ISO-NE
cnarges to tl1e distribution businesses ofCL&P. NSTAR Electric, PSNH ru1d WMECO. each of which recovers these costs through rates charged to
their retail cus tomers. CL&P, NSTAR Electric, PSNH and WMECO each have a retail trnnsmission cost tracking mechanism as part of th eir rates.
which allows cl1e elet.'1.ric distribution companies to charge U1eir retail customers for trru1smissio11 costs on a time ly basis.
L.
O perating E~pe nses
Costs related to fuel ru1d natural gas included in Purchased Power, Fuel and Transmission on the statements ofim.:0111ti were as fo ll ows:
For the Y""rs Ended December 31 ,

2013

/Milltr/m· <1/'D"llnrs)

599.-l

NU - Natural Gas and Fuel m
PSNH - Fuel
(ll NSTAR Gas

1 012

s

466.5
I0-1.8

113.4

s

346.8
103.4

na1urnl gas costs were incl uded in NU be.ginning, Apri l JO. 2012.

M.
Allowance for Funds Used During Construction
AFUDC represents the cost of borrowed and equity funds used to finance construction and is included in the oost of the Regu lated companies' utility
plant. The portion of A.FUDC attributable to borrowed funds is recorded as a reduction of Other Jnterest Expe nse, and the AFUDC related lO equicy
fimds is recorded as Other Income, Net on the statements of income. AFUDC costs are recovered from customers over the service life of the related
plant in the fonn of increased revenue collected as a result of hig her depreciation expense.
T he Regulated companies' avernge AFU DC rate is based 011 a FERG-prescribed fommla using the cost ofa company's shore-term financings and
1:.apitalizatio11 (p referred stock long-limn debt and common equity), as appropriate. The average rate is applied 10 average eligible CWJP amounts to
ca lcula1c AFUDC.

NU
Borrowed !'unds

for the \'ears End•d December J I,
1013

2014

(MiffIm" t;fJ)r,f/ar,;, tli'Cf/Pl'f"mt/ll0$,"'1J

$

$

Total AFLJDC
Average AFUDC Rate
1

< >NSTAR

4. 1

$

5.8
13.7
19.S
3.4%

Equity Funds

s

5.3
6.8

71

s

11.2

s

12.1

2.7%

3. 7%

amountS were included in NU beginning. April 10, 20 12.
For the \'CJtrs Ended Decembor 31 ,

/Al/111011> of/Joi/on.
~-~tcpl perce111ag.s)
BorrowedFunds

Equity Funds
1'otal AFUDC
Average AFUOC Rate

C L&P

2014
NSTAR
EIL'<lric
PSNJI

WJ\1ECO

2013
NSTAR
£ 1<'Ctrie
PSNll

CL&P

WMECO

$-r9 ~ $0,6 S--o:9 S2J" SQs 5---o:s S---O:S
2.9

3.8

$4.8 $5:8
3.4%

2.5%

$

0.6
U

---i:8%

$

1.7
2.6 S
5.6%

2.9
5.1 $
3.7%

CL&P

S

0.2 ___
l.O_
0.5 S
0.7 $
1.5 $
0.5% ~ ~

~.5

2012
,'IST..\.R
Electric
PSNH

WMECO

£---o:J s--1.6" S-0.S

1.9
4.4 S
3.6%

1.9

0,3
0.4%

$35
5.9%

$

1.0
1.5
6.8%

N.
Other Income, Net
Hems included within Other lncorne, Net on the statements of income primarily consist of investment inoome/(loss), i11terest income, AFUDC re lated
to equity funds. and equity in earnings. lnvesrment income/( loss) primarily relates lo debt and equity securities held in trust for further information.
see Note 5, "Marketable Securities," to tl1e financial statements. For forthe r infomrntion on AFUDC related to equity funds, see Note IM. "Summa!')'
of Significant Accow1ting Policies -Allowance for Funds Used During Construction." to the financial statements.

0.

O ther Taxes
Gross rece ipts taxes levied by the s tate of Connecticut are collected by CL&P and Yankee Gas from their respective c ustomers. Th ese gross receipts
taxes are shown on a gross basis with co llections in Operaling Revenue.s and payments iu Tsxes Other Than fncome Taxes on the statemems of
income as follows:
(Millmnr 'YDollars)

NU
CL&P

1014

for the Years Ended December 3 1,
2013

148.2
1::!7.9

s

144. 1

128.2

s

2012

)35.0
120.7

Certain s ales taxes are collected by NU's compru1ies that serve customers in Connecticut and Massachusetts as agents for state and local governments
and are recorded on a net basis with no impact on the statements of income,
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P.

Supplemen111I Cash Flow fn formuli on

'IU
1014

(A11/llun< Oj J)ol/ars)

Ca5h Paid/(Received) During the Year for.
Interest. Net of Amounts Capitalized
Income Taxes
Non.Cash Investing Activities:
Plant Additions Included 111 Accounts Payable (As of)
(II

As of and for the Ven rs Ended Oe<:ember 31 ,
2013
2012 (ll

s

349.6
334.2

343.3
50.0

$

356,5
(J::l.8)

$

193 l

IS l. 9

160.6

NSTAR amounts were included in NU beginning April JO. 2012.
As ofand For the Years Ended Decomller 31,
2013

2014
(M1/Jiu11s of /Jo//ai:1•)

CL&P

NSTAR
Electric

PSNH

WM ECO

Cash PaicV(Received) Duri11g the Year for:_ _ _ - - - - -!merest, Net of Amounts Capitalized S 144. I S 75,3 S 4 I. I $
Income Taxes
135.4
2 t 7. 1
1 .3
Non·Cash Investing Ac1ivi1ies:
Plant AdditiOJIS l11ch1de<1 111
Acco1mts Payable I As of)

63.5

34.6

39.3

25.9
25.1

NSTAR
Electri<

- C -L&P
- -- -

WM tCO
-PSN
-H- --

s

s

14.2

131.6 $
55.0

SIA

75.8

163.4
57.0

2012
CL&P

NSTAR
Electric

- - - -PSNH
--

43.3 $ 2S.S $ 129.4 $
(42,0)
(30.1)
(69.0)
34.9

l9.5

42.8

94.6

$

49,8

WM ECO

$

15.8

88. 1

14.7

(8A)

50.0

l6.S

30.0

ln 20 14, as a result of damages awarded lo the Yankee Companies for spent nuclear fuel lawsuits against the DOE described in Note I IC,
"Commitments and Contingencies · Contractuu..I Obligations · Yankee Companies," NU received total proceeds of $132~ 1 million. which were net of
$80.6 million in proceeds CYAPC and YAEC returned to non·affiliated member companies.
The merger of NU with NSTAR on April 10, 20 12 represented a signiticRnt non·cash transaction. Refer to Note 1 1, "Merger of'NU and NSTAR"
for further infonnation.
Q.
Related Parti es
NUSCO. NU's service company. provides ceutralized accounting. administrative, engineering, financial, infom1ation technology, legal. operational,
planning, purchasing, and other services to NU's companies. The Rocky River Really Company. Renewable Properties, Inc. and Properties. Tnc..
three other NU subsidiaries. constntCL acqu ire or lease some of the property and facilities used by NU's companies.

As of both December 31, 20 14 and 2013, CL&P, PSNH and WM ECO had long-tenn receivables from NUSCO in the amounts of$25 million, $3.8
million and $5.5 million, respectively, which were included iii Other Long· Tenn Assets on the balance sheets. 111ese amow1ts related lo the funding
of uwestrnents held in trust by NUSCO in connection with certain postrelirement benefits for CL&P, PSNH and WMECO employees and have been
eli.111 inated in consol id at ion on 1.he NU financial statements.
Included in the CL&P, NSTAR Electrfo, PSNH and WMECO balance sheets as of December 3 l. 20 14 and 2013 were Accounts Receivable from
Affiliated Companies and Acwunts Payable to Affiliated Companies relating to transactions between CL&P. NSTAR Electric, PSNH and WMECO
and other subsidiaries that are wholl)'·owned by NU. These amounts have been eliminated in consolidation on the NU financial statements.
R.

Severance Benefits
Forthe years ended December 31 , 2014 and 20 13. NU recorded severance benefit ex-penses of $15 million and $9. 7 million, respectively, in
connecrion with the partial outsourcing of information technology functions and facilities closures. as well as ongoing post·merger integracio.n. As of
December 31. 20 14 and 20 13. the severance accrual totaled $ I0.4 million and $14.7 million. respectively, and was included in Other Current
Liabilities on U1e balance sheets.

2.

REGULATORY ACCOUNTING

The rates charged to the customers ofNU's Regulated companies are designed to collect each company's costs to provide service. including a return
on investment. Therefore, the accounting policies of the Regu lated companies follow the application of accounting guidance for entities with rate·
regulated operations and renect lhe e ffects of the rate·making process.
Management believes it is probable that each of the Regulated companies will recover their respective investments in long-lived assets, including
regulatory assets. If management were !o delennine that it could no longer apply the accounting guidance applicable to rate·regu lated enterprises to
any of the Regulated companies' operations. or that management could not conclude it is probable that· costs would be recovered from customers in
future rates. the costs wou ld be charged to net income in the period ln which the detennination is made.
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Regula101y Asseis: TI1e components of regu latory assets are as follows:
As of December 31,

NU
2014

(Mi//ioNS oj'Dflllar.r)

Benefi1 Costs
Derivative Liabili1ics
Jncome Ta~es, Net
Storm Restoration Costs
Goodwill-related
Regulaiory Tracker Mechanisms
Contractual Obligations - Yankee Cllrnpanies
Buy Out Agreements for Power Contracts
Other Regulatory Assets
Total Regulatory Assets
Less: Current Portion
Total Long-Term Regu latory Assets

2013

2,016.0
425.5
635.3
502.8
505.4
350.5
123.8
42.6
124.7
4,726.6
672.5
4,054. l

$

$

1,240.2
638.0
626.2
589.6
525.9
323.4
1542
70.'.l
126.8
4,294.5

$

3.758.7

535.8

As of Dcccm bcr 31,
2014

CL&P

(Millio1t.< of /J<1//ar.r)

Benefit Costs
Derivative Liabil i Lies
Jncome Taxes. Net
Storm Restoration Costs
Goodwill-related
Reg11latory Tracker Mi;:chanisms
Buy Out Agreements for Power Con1racts
Other Regulatory Assets
Total Regulawry Asse1s
Less: Current Ponion
Tola\ Long-Term Rq~ulatory Assers

$

445.4
4l0.9
437.7
319.6

2013

NSTAR
Electric

s

16.1

515,9
4,5
83.7
103.7
433.9
141.4
38.6

$

66.1
1,695.8
220.3
1.475.S $

WMECO

PSNH

$

56.l

1,377,8
198.7
l.179. I $

174.3 $

85,0

CL&P

s

297.7 $

WM ECO

$

57.3

40.3
43,7

38,8

83.3

32.6

55.9

38. l
311.5

415.S
397.8

103.5
4.0
37.3
404.8
I 11.7

33.0

8.0
64.6
1,814.0
150.9
$

100.6

84.0
109 3
451.5
169 5
64.7

31.8

$

PSNH

$

7.7

35.5

293.1

496.7

630.4

38.0
47.7

12.9
1982
51 9
146 3

NSTAR
Electric

1,663.I

$

1,439.3
204.l
),235.2

43.7

5.5

s

92.2
219.3

$

16.7
189.1
43.0
146.1

Regulalory Costs in Other Long-Term Assets: The Regulated companies had $60.5 mill ion ($1.3 mi llion for CL&P, $33.2 million for NSTAR
Electric, $0.9 mi ll ion for PSNH, and $11 million for WMECO) and $65.1 mi llion ($7.3 mi ll ion for CL&P. $33.4 millio11 for NSTAR Electric, and
$ l0.1 million for WMECO) of additional regulatory costs as of December 31 , 2014 and 2013, respectively, that were included in Other Long-Term
Assets on the balance sheets. These amounts represent incurred costs for which recovery has not yet been specifically approved by the applicable
regulatory agency. However, based on regulatory policies or past precedent on similar costs, management believes it is probable tl1at these costs will
ultimately be approved and recovered from customers in rates. The NSTAR Electric balance as of December 31 , 2014 and 20 13 primarily related to
costs deferred in connection with the basic service bad debt adder, See Note l l G, "Commitments und Contingencies - Basic Service Bad Debt
Adder," for further information.
Equity Reuirn on Regulatory Assets: for rnte-making purposes, the Regulated companies recover the carrying costs related to their regulatory assets.
For certain regulatory assets, the carrying cost recovered includes an equity return component. This equity return, which is not recorded on the
balance sheets, totaled $1.7 million and $1.9 million for CL&P and $43.3 million and $33.1 mfl lion forPSNH asofDecember3l , 20l4 and 2013,
respectively. These carrying costs will be recovered !Tom customers in future rates.
Regulatory Assets - The following provides further infonnation about regu latory assets:

Benefit Costs: NU's Pension, SERP and PBOP Plans are accom1ted for in accordance with accom1ting guidance on defined benefit pension and other
PBOP plans. The liability recorded by (he Regulated compai1ies to recognize the funded status of their retiree benefit plans are off.set by regulatory
assets in lieu ofa charge to Accumulated Oilier Comprehensive Income/(Loss), reflecting ultimate recovery from customers through rates. All
amounrs are remeasured rumually. Regulatory aucounting was also applied to the portions ofNU's service company costs that support the Regulated
companies, as these amounts are also recoverab le. As these regulatory assets do not represent a cash outlay for tht: Regulated companies, no carrying
charge is recovered from customers.
TI1e increase in the funded status liability of the retiree benefit plans and the corresponding regulatory assets was primarily driven by a change in
mortality assumptions, which increased the estimate of benefits to be provided to plan participants. and a decrease in the discount rate assumption.
For further information on the funded status liability and related regu latory assets of the Pension, SERP and PBOP plans, see Note 9A, "Employee
Benefits - Pension Benefits and Postretirement Benefits Other Than Pensions."
CL&P, NSTAR Electric, PSNH and WMECO recover benefit costs related to their distribution and transmission operations from customers in rates
as allowed by their applicable regulatory commissions. NSTAR Electric and WMECO each recover their qualified pension and PBOP expenses
related to distribution operations through rate reconciling mechanisms that fu lly track the change. in net pension and PBOP expenses each year.

Derivative Liabilities: Regulatory assets recorded as an offset to derivative liabilities relate ro the fair va lue of contracts used to purchase energy and
energy-rclat'ed products that will be recovered ftom customers in future rates. See Note 4, "Derivative Instruments," to tlie financ ial statements for
further information. Tiiese assets are excluded from rate base and are being recovered as the actual settlements occur over tl1e durat ion of the
contracts.
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lncome Taxes, Net: l11e la'< effect of temporary book-tax difTerences (differences between the periods in which transactions nffect income in tJ1e
financial statements and the periods in which tJ1ey a/Teet the detem1 i11ation of taxable income. including lhose differences relating to tmcertain tax
positions) is accounted for in accordance wilh tJ1e rate-making treatment oftlle applicable regulatory commissions and accow1ting guidance for
income taxes. Differences in income taxes between the accmmting guidance and the rate-making treatment ofU1e applicable regulatory commissions
are recorded as regulatory assets. As lhcse assets are offset by deferred income tax liabi lities. no carrying charge is colleoted. For farther infonuation
regarding inoome taxes, see Note I0. ''Income Taxes,'' to the financial statements.
S101w Restoration Costs: The storm restoration cost deferra ls relate to costs incurred at CL&P, NSTAR Electric. PSNH and WMECO that each

company expects to recover from customers. A stonn must meet certain criteria to be declared a major $tom1 with the criteria spec ific to each state
jurisdiction and utility company. Once a stom1 is declared nu\jor, all qualifyiJ1g expe11Ses incurred during stonn restoration effo1iS are deferred and
recovered from customers. In 11ddi1ion to storm restoration costs. CL&P and PSNH are each allowed to recover stonn pre-staging costs in
accordance with applicable regulution.
CL&P, NSTAR Electric, PSNH and WM ECO experienced several significant stom1 events, including Tropic.al Stonn Irene in 201 1, the October
2011 snowstorm, Ston11 Sandy in 20 12 and the February 2013 blizzard. As a result of these stonn events, each company suffered extensive damage
to its distribution and transmission systems resulting in customer outages. Each company incurred significant costs to repair damage and restore
cuscomers' serviCt:. ln addition, on November 26, 2014, a snowstorm caused damage to the electric delivery systems of PSNH an.d WMECO. This
snowstorm resulted tn estimated deterred storm resto~ation costs of approximately .$23 million at PSNH and approximately $3 million at WMECO.
The stonn restoration cost regu latory !lSSet balance at CL&P. NSTAR Electric, PSNH ai1d WMECO reflects deferrable costs ineurred for major
stonn eve11ts . Management believes the storm restoration costs were pmdent and meet the criteria for specific cost recovery in Connecticut,
Massachusetts and New Hampshire, and U1at recovery from customers is probable through the appli<.:able regulatory recovery process.
Storm Filings: Each electric utility has sought, or is seeking, recovery of its deferred stomi. restoration costs through its applicable regulatory
recovery process.
CL&P; As of December 31 , 2014. all CL&P deferred stonu costs have been reviewed and approved for recovery in distribtl!ion rates.
On Marcl1 12. 2014, cite PURA approved recovery of $365 million of deferred stonn restoration costs (with carrying charges) associated with five
major storms lliat occurred in 201 l and 2012 and ordered CL&P to capitali7..e approximately $18 million oftJ1e deferred storm restoration costs ns
utility plant, which will be recovered Ulfough depreciation expense in future rate proceedings. CL&P will reoover the $365 million in its distribution
rates over 11 sLx-yenr period tJiat commenced on December I. 20 1 4~ The remaining costs were eitJ1er disallowed or are prtlbable of recovery from
other sources. These costs did not have a material impact on CL&P's financial position, re.suits of operations or cash flows.
EfTective June 1, 2014, CL&P received $65.4 million of DOE Phase II Damages proceeds. On June 17, 2014, the PURA ordered CL& P to refund
these proceeds to customers by offsetting the deferred stonn restoration costs regulatory asset. For furtller information on the DOE Phase 11
Damages proceeds received from the Yankee Companies, see Nore I IC, "Commitments and Contingencies - Comract11al Obligacions - Yankee
Companies." lo tJ1e financial statements.
On December 17, 2014, as part of the distrl.bution rate case decision, CL&P was also allowed recovery of the 2013 stonn costs and residual 2012
Stom1 Sandy costs over a seven-year period lhat commenced on December I, 2014.
NSTAR Electric: On December 30. 20 13, tJ1e DPU approved recovery of $34.2 million ofNS'f AR Electric's stom1 restoration costs. plus carrying
costs, related to Tropical Stonn Jrene iJ1 2011 and U1e October 20 1l snowstonn. NSTAR Electric is recovering these costs. plus curryil1g costs. in its
distribution rates over a five-year period that commenced on January l , 2014.
PSNH: On .hine 27. 2013, the Nl-JPUC approved an increase to PSNH's distribution rates effective July I, 2013. which included a $5 million
increase to the level of fonding for the major srom1 cosr reserve. The major stonn cost reserve is used to offset rhe stonn restoration cost regulatory
asset. Ou April 7. 20I4. PSN!l received an audit repon from the NHPUC approving StOJm costs from 2011 through March 2013.
WMECO: On De\;embet 20, 2013, the DPU approved WMECO's 2013 Annual Slonn Reserve Rccovel) Cost Adjnsl.lllent flling to begin recovering
rhe October 2011 snowstom1 and 2012 Stotrn Sandy restQration costs, which commenced on January 1, 2014, subject to forU1er review and
reconciliation. On De1.-ember 5, 1014, lhe DPU approved the majority of deferred storm costs through 201 L
Goodwi/1-related: The goodwill regulatory asset originated from the transaction that created NSTAR in 1999. This regulatory asset is currently
being amortized and recovered from customers in rates without a carrying charge over a 40-year period (as of December 31. 2014, there were 25
years of amortization remaining).
Regula101J' Tracker Mechanisms~ The Regulated companies' approved rates are designed 10 recover their incurred costs to provide service to

customers. 11te Ri;gulated companies recover certain of their costS on n fully-reconciling bas is through regulatory commission-approved track.ing
mecnanisms. Tile difference between the costs incu_rrcd (or tl.le rate recovery allowed) and U1e actual revenues is recorded as regulatary assets (for
undercollections) or regulatory liabilities (for overcollections) to be included in future customer rates each year. Carrying charges are recorded on all
material regulatory tracker mechanisms.
CL&P. NSTAR Electric. PSNH and WMECO eaob recover the c:osts associated wilh the procurement of energy. transmission related costs from
FERC-approved transmission tariffs, energy efficiency programs, low income assistance programs, and restructuring and stranded costs as a result of
deregulation, on a fully reconciling hasis. Energy procurement costs at PSNH include the costs related to its generating stations.
WMECO's and CL&P's (effective December 1, 2014) distribution revenue is decoupled from their customer sales volume. CL&P and WMECO
reconcile their annual base distribution rate recovery to a pre-established level of baseline distribution delivery service revenue. Any difference
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between the allowed level of distribution revenue and the actual amount incurred during. a 12-month period is adjusted through rates in the following
period.

Contractual Oblfgations- Yankee Companies; CL&P. NSTAR Electric, PSNH and WMECO are responsible for their proportionate share of the
remaining costs of the CY APC, YAEC !ll1d MYAPC nudettr facilities, including nuclear fuel storage, A portion of these amounts was recorded as a
reg11latory asset. Amounts for CL&P are earning a return and are being recovered through the CTA. Amounts for NSTAR Electric and WMECO are
being recovered without a return through the transition charge. Amounts for PSNH were full y recovered in 2006. As a result ofNU's consolidation
of CYAPC and YAEC, NU's regulatory asset balance also includes the regulatory assets of CY APC and YAEC_ which totaled $97.8 million nnd
$129.8 million as or December 31, 20 l 4 and 2013, respectively" lntercompany transactions between CL&P. NSTAR Electric, PSNH and WMECO
and the CYA PC and YAEC companies have been eliminated in consolidation of the NU financial stntements.

Buy 0111 Agreements,.for Power Cr.mtracts: NSTAR Electric's balance represents the contraot tennination liability related to certain purchase power
contract buy out agreements that were executed in 2004. The contracts' termination payments occur through September 20 l 6 and are collected trom
customers through NSTAR Electric's transition charge over the same period. NSTAR Electric does not earn a return on this regulatory asset.
PSN!-f's balance represents payments associated with the termination of various power purchase conrracts that were recorded as regulatory assets and
are amortized over t~e remaining life of the contracts.
Other Reg11/alo1J1 Assets: Other Regulatory Assets primarily include asset retirement obligations, environmental remediation costs, losses associated
with the reacquisition or redemption oflong.-term debt and various other items. partially offset by purchase price adjustments recorded as Regulatory
Assets in connection with U1e merger wi th NSTAR.
Regulatory Liabilities: The components of regulatory liabilities are as follows:
AB u( December 31,

NU
!Mlllimr,v oj /)o /ltir.<)

Cost of Rumoval
RegulalOI)' Trncker Mechanisms
A.FUDC - Transmission
Other Regulatory Liabilities
Total Regulatory L1abili1ies
Less: Current Portion
Total Long-Term Reg~latory Llabilities

201~

2013

$

439.9
192.J
67 .1

$

435.1
151.2
68.1
529

50.8
750.1

707.3

:mo
$

515.1

204.3

503.0

$

As of December JI,

20JJ

2014

CL&J'

(Million' o[Oollar.i)

Cos1oF Re111oval

Regulatory Tracker Mechanisms
Transmission
Other Regulatory Liabilities
Total Regulatory Liabilities
Less: Current l'ortion
Total Long-Term Regulatory Liabilities

$

AFUDC -

$

19.7
122.6
53.6
JO. I
206.0
124,7
81.3

NSTAR
Electric

s

l'SNlf

258.J $

4.4
'.!8-9

2.9

3 12,3
49.6

161.7

s

14.2

20.7

s

WMECO

50,3

67.4

16.0

s

51.4 $

I.I
22.3
9. 1
0.8
33,3
22.5
10.S

NSTAR
Elcetrlc

CL&.P

$

29.J $
95.6

54.7
8.4
187.8
$

94.0
93.8 $

54.0
253.1

WMt:CO

PSN H

250.0 $
2L9
4. I
31 .1
307, 1

s

49.7 $
21.6
1.0
72.3
20.6

51.7

s

21.1
9.3
3.4
33.8
19.9
13.9

Cost ofRemoval: NU's Rt.:gulated companies currently recover amounts in rai-es for fomre cost~ ofrt>moval of plant assets over lhe lives of the
assets. The estimated cost to remove utility assets from service is recognized as a component of depreciation expense and the cumulative amounts
collected from customers but not yet expended is recogni-zed as a regulatory liability. Expended costs that exceed amouni-s collected from customers
are recognized as regulatory assets, as they are probable of recovery in future ran::s.
AFUDC - Transmission: AFUDC was recorded by CL&P and WMECO for their NEEWS projects through May 3 1, 201 I. all of which was reserved
as a regulatory li·ability to reflect rate base recovery for 100 percent of the CWJP as a result ofFERC-npproved transmissioJi incentives. Effuctive
June I, 2011. FERC approved changes to the ISO-NE Tariff in order to include JOO percenlofthe NEEWS CWJP in regional rate base. As a result,
CL&P and WMECO no longer record AFUDC on NEEWS CWJP. NSTAR Electric recorded AFUDC on reliability-related projects over $5 million
through December 31, 2014. 50 percent of which was recorded as a regulatory liability to reflect rate base recovety for 50 percc.mt of the CWIP as a
result ofFERC-approved transmission incentives.
01her Regulatory Liabilities; Other Regulatory Liabilities primarily includes amow1ts that arc subject to various rate reconciling mechanisms that, as
of each period end date, would result in refunds to customers.
2014 Reg11/a101J1Developments: As a result of actions lttke11 by the FERC and other developments in the pending base ROE complaint proceedings

described in Note 11 E. "Commitments and Contingencies - FERC Bast> ROE Complaints," in 2014 the Company recorded reserves at its electric
subsidiaries to recognize the potential financial impact of the Jirst and second complaints. As of December 3 1, 2014. the cumulative pre-tax reserves
(excluding interest). which exclude refunds for the first complaint refund period. totaled $60. 7 million at NU, $33.5 million at CL&P, $13.6 million
at NSTAR Electric. $5.1 milliort at PSNH and $8.5 million at WMECO. As ofDecembt:r 31 , 2013, as a result of the 2013 FERC AL.I initial
decision. the Company had an aggregate pre-tax reserve (excluding fntere~t) of$23.7 million at NU, $12.8 million at CL&P, li5. 7 million al NSTAR
Electric, $23 million at PSNH and $2.9 million at WMECO. These re.serves were recorded as a regulatory liabfliry in Regulatory Tracker
Mechanisms and as a reduction of Operating Revenues.
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Effective June L 2014, as a result of damages awarded to the Yankee Companies for spent nuclear fuel lawsuits against the DOE described iJ1 Note
I IC, "Commitments and Contingen cies - Contractual Obligations - Yankee Companies," the Yankee Companies returned the DOE.Phase [I Damages.
proceeds to the member companies, including CL&P, NSTAR Electric. PSNH, and WMECO. forthe benefit of their respective customers. CL&P's
refund obligation to customers of$6S.4 million was recorded as an offset to the deferred storm restoration costs regulatory asset, as directed by
PURA. NSTAR Electrlc's, PSNH's and WMECO's refund obligation to customers of$29. l million. $13. 1 million and $18.1 million. respectively.
was recorded as a regulatory liability in Regulatory Tracker Mechanisms. Refunds to customers for these DOE proceeds began in20 14.
On December 3 l. 2014, NSTAR Electric. NSTAR Gas and the Massachusetts Attorney General filed a comprehensive settlement agreement with the
DPU. The comprehensive settlement agreement included resolution of the outstanding NSTAR Electric CPSL program filings for the periods 2006
through 20 11 . the NSTAR Electric and NSTAR Gas PAM and energy efliciency-related customer billirig adjusiments reported in 20 12, and the
NSTAR Electric energy en1ciency program filinss regarding 1-BR for the periods 2008 lhrough 2011 , If approved by the DPU. NSTAR Electric and
NSTAR Gas will be required to refund a total of $44.7 million to their respective customers. which was included i11 Regu latory Tracker Mechanisms
and Other Regulatory Liabilities as of December 31, 20 14, For further infomiation, see Note l IF. "Commitments and Contingencies - 20 14
Comprehensive Settlement Agreement,"
PROPERTY. PLA NT ANO EQUIPMENT ANO ACCUMULATED DEPRECIATION

3.

Utility property, plant and equipment is recorded at original c-0s1. Original cost includes materials. labor, construction overhead and AFUDC for
regulated propeny. The oosl of repairs and maintenance, including planned major maintenance activities, is charged to Operating Ex-penses as
incurred.
The following tables summarize the investn1entS in ulflitY property, plant and equipment by asset category:
A.'1 of Ot<cmbor 3 1,

NU
2014

(MTl/11111.t q(llu/111rs)

s

Distribution - El~ctric
Distribution - Nalural Gas
Trnnsmission
Generation
Electric and Natural Gas Utili1y
Otherm
Propeny. Plant and Equipment, Gross
Less; Accumulated Depreciation
Electric and Natural Gas U1ility

{5,7n.8)
(231 8)
(6,009.6)
17,733 9
913.1
18.647.0

Other

Total Accumulated Depreciation
Property, Plant and Equipment, N'e1
Construction Work in Progress
Total Property, Plant and Equipment, Net
(11

2013

$

12.495.2
1 ,595.'I
6,930.7
1, 170.9
23. 192.2
551.3
23,743.S

$

11.950.2
1,425.9
6,412.S
1,152.3
21 ,940.9
508.7
22,449.6

s

(5,387.0)
(196.2)
(5,583.2)
16.866.4
709.8
17.576.2

These assets are primarily comprised of building improvements, computer software, hardware and equipment and telecommunic;:ations assets at
NU's service company and unregulated companies.
As of December 31,
2014

(M1/lirms cf /)(Jf/crrs1
Distribution
Tran.smi~sion

s

CL&P
5.158.8

NST AR
Electric
$

3,274.0

4,895.S

s

1,928.5

Gentration
PrQp<'rty, Planr a11d

Equipment. Grnss
Less· Accumulated Oeprccintion
Property, Plant nod Equipment. Net
Construction Work in Progress
Toial Property, Plant and
EquipmcnL Net

8A32.8

6.824.0
(1.761.4)
5.062.6
272$

(t.\128.0)
6,504.8
304.9

s

6.809.7

s

5.335.4

PSNH
1,696.7
789.7
1, 136.5

s

3.621.9
tl.090.U)

2,635.8

s

s

1.461.3

CL&.P
4,930.7
3,071 .9

s

PSNH
1,6082
695.7

s

t,131.2

1.709.6
!297.4)
1,412.2
49. l

1.532.9
102.9

s

WMECO
784,l
R91.0
34.4

2013
NSTAR
Eleetrie
4,694.7 s
1,772.3

p .804.1)

6.467.0
!f .63 13)

6.19$.5
152 .8

4.S>S.7
108.2

8.002.6

$

6,451.3

s

S,043.9

t,604.l

3,435. l
p ,02 1.8)
2 ,413.3
543
$

2,467.6

\VMECO
756.6
826.4
2 1.1

{271.5)

l.33.2.6
48.5

s

t,38 l.l

Depreciarion ofutilityassets is calculated on a straight-line basis using composite rates based on the estimated remaining useful lives of the various
classes of property (estimated ust>ful life for PSNH disuibution). The composite ra1es are subject to approval by the appropriate state regulatory
agency. The composite rates include ll cost of removal compooent, which is collected from customers over the lives of the p lant assets and is
recognized as a regulatory liability. Depreciation rates are applied to property from tl1e time it is placed in service.
Upon retirement from service. the cos1of the utility asset is cbarged io the accwnulated provision for depreciation. The actual incurred removal costs
are applied agamst the related regulatory liability
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The depreciation rates for the various classes of utility property, plant and equipment aggregate to compos ite rates iis follows:
2014

fl>erl'<!/11)

2013

1012

NU

30%

:t.8%

CI.&P
NSTAR Eleclric

1..5
2.9

:?.8

PSNH

2.7
3.0
3.0

WMECO

3.3

3.0
1.9

30
3.3

2S%
2,.5

The following table summarizes average useful li ves of depreciable assets:

Distribution
rransmiss1011
Generation

34.9

37.5
39 8

42.5

WJ\ll:CO

PSNH

32.3
44 0

31 ,9
14.'.!

Oiher

4.

Avernge Deprecinble Lifo
NSTA R Electric

CL&J>

l\U

( Yc{lr.<)

32.J

309

43.7

49.9

32.1

25.0

OERI VATIVE INSTRUMENTS

The Regulated companies purchase and procure energy and energy-related products, which are subject to price volatility, for their customers. The
costs associated with supplying energy to customers are recoverable through customer rates. The Regu lated companies manage the risks associated
with the price volatility of t:nergy and energy-related products through the use of derivative and no nderivative contracts.
Many oflhe derivative contracts meet 1]1e de ffojtion of, and are designated as, normal and qualify for accmal accounting under lbe applicable
accounting guida nce. The costs and benefits of derivative contracts that meet the definition of nonnal are recognized in Operating Expenses or
Operating Revenues on the statements of income. as applicable, as e lectrieity or natural gas is delivered.
Derivative contracts that are not designated as nonnal are recorded at fair value as current or long•tem1 Derivative Assets or Derivative Liabilities on
the balance sheets. For the Regulated companies, regulatory assets or regulatory liabilities are recorded to offset the fair values of derivatives, as
contract settlements are recovered from, or refunded to, cuswmers in their respective energy supply rates. For NU's unregulared wholesale marketing.
co ntracts !hat expired on December 3 I, 2013, changes in fair values of derivatives were included in Net lncome.
The gross fair values of derivative assets and I iabilities with the Same counterpart)' are offset and reported ns net Derivative Assel,S or Derivative
Liabilities, wi th curren t and long-tenn ponfons, on the balance s heets. The following table presents the gross fair values of contracts categorized by
risk type and the net amount recorded as current or lotig-tenn derivative asset or liability:
As bf Decembcr31,
2014

(Mll/ftJllS tJj [Jv//11r~/

2013

Net Amount

Commodity Supply
and l'rir• Risk
M:1n11gement

n _Oc.rh ntivc

N•Ul'n g l•l

NetAmouor
Recorded :is
Oeri.v:ative

Commodity Supply
and rrite Risk

Rewrded ·us

~1ftnagement

1

Nctting

0

11

'

Current Derivative Assets:
L evel 2 :

NU

s

$

$

$

1.9

$

l0.3) $

1.6

(9.8)
(9.8)

8.6
7.3

Level J;

NU

16.2

(6.6)

9.6

CL&P
NSTAR Electric

16.l

(6,6)

9 .5

(\ I

O.t

Lone.-Term Derivative Assets:
Leve1 2:

NU

s

$

$

18.4
17. J
12

$

0,1

1.1

$

$

0.2

Level 3:

NU
Current Derivative Liabilities:
Levcl2:

NU

$

Level 3:
NU
CL&P
NSTAR Elecrnc
Level 2:
NU
Level 3.

NU
CL&P
NSTAR Electric

(19.2)
(19,2)

93.5
93,5

CL&P

(9.8)

s

74.3
74.3

(9.8)

$

(90.0)
(88.5)
( 15)

$

(0.3)

116.2
11.3.6

$

(O.JJ
(409.3)
(406.2)
(3. 1)

(409.3)
(406.2)
(3. 1)
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$

(93.7)

(90.0)
(88,5)
(1 .5)

$

(42.2)

s

$

74.0
?IA

(42.2)

(93,7)
(92.2)
(l.5)

(92.2)
(1.5)

s

s
(624. 1)
(617. 1)
(7.0)

s
(624. 1)
(61 7, I)
(7.0)
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Amounts represent derivative assets and liabilities that NU elected to record net on the balance shee ts. These amounts are s ubject to master
netting agreements or similar agreements for which the right of offset exists.

T he business activities thal result in the recognition of derivali ve :issets also create exposure to various counterparties. As of December 31. 2014, Nll
!!l1d CL&P's derivative assets were e,xposed to counterparty credit risk. Of NU's and CL&P's derivative assets, $64 million was cMlraded with
investme nt grade entities.
For further infom1ation 011 U1e fair value of'derivative contracts. see Note I H, "Summary of Significant Accounting Po licies - Fair Value
Measurements," and Nole I l. ''Summary of Significant Accounting Policies - Derivat ive Accou nting," to the financial statements.
Derivative Contracts At Fair Value with Offsettina Regulnlorv Amounts

Commodity Supp(i1(Jnd Price Risk Management; As required by regulation. CL&P. along with Ul, has capacity-related contracts witl1 generation
facilities. CL&P has a s haring agreement with U I, with 80 percent of each contract allocated to CL&P and 20 percent allocated to Ul. The combined
capacity of these contracts is 787 MW. The capacity con tracls ex1end through 2026 and obligate both CL&P and Ul to make or receive payments on
a monthly bas is co or from the gene.ration facilities based on the difference between a set capacity price and the capacity m(lrket price received in the
ISO·NE capacity markets. In addition. CL&P has a contract Lo purchase 0. 1 million MWh of energy per year tl1rough 2020,
NSTAR Electric has a re~1ewable energy contract to purchase 0. J million MV.111 of energy per year through 20 I8 l!Dd a capacity-related contnict tu
purchase up to 35 MW per year throug h 20 19.
As of December 31, 20 14 and 2013. NU had NYMEX future contracts in order to reduce variability ;1ssocia1ed w ith the purchase price of
approximately 8.8 million and 9.1 million MMBtu ofnalural gas. respectively.

The following table presents the current change in fair value. primarily recovered through rates from customers, associated wit·h NU's de1ivative
contracts:
Gulnl(Loss) Recognized on Derlvutives
For the Years Ended December 31,

tM1//lons 1if/.)(J//ors)
NL'

Balance Sheets:
Regulatol)• Asseis and Liabilities
Smtemems of Income:
Purchased Power, Fuel and Ttansmission

2014

1012

2013

134.4

$

160.6

l.0

$

(29.0)
(0 7)

Cred it Risk
Certain ofNU's derivative c-0ntracts contain credit risk contingent features. These featores require NU to maintain invc:stment grade credit ratings
from the major rating agencies and to post collateral for contracts in a net liability position over spec ified credit limits. As of December 31.10 14, NU
had approximately $ 10 million of derivative contracts in a net liability position that were s11bject to credit risk contingent features and would have
been required to post additional collati:ral of approximately $10 million if NU parent's Msecured debt credil ratings had been downgraded to below
investnienl grade. As ofDecernber 31 , 2013, there were no derivative contracts in a net liability position that were subjec110 credit risk contingent
featores.
Fair Value Measurements of Derivative Jnstnunents
Derivative contracts classified as Level 2 in tlie fair value hiernruhy relate to the financial contracts for nat11ral gas fotures. Prices are obtained from
broker quot.es ru1d are based on actual market activity. The c.ontracts are valued using NYMEX natural gas prices. Valuations oftl1ese contracts also
incorporate discount rates us ing the yield c urve approach.
The fair value of derivati ve concracts classified as Level 3 utilizes significant unobservable inputs. The fair v alue is mode led using income
techniques, such as discounted cash flow valuations adjusted for assumptions relating to exit price. Significant observable inputs for valuations of
these contracts include energy and energy-related product prtces in future years for which quoted prices in an active market exist. Fair value
measurements categorized in Level 3 ofchc fair value hierarchy are prepared by individuals with expertise in valuatio11 tedu1iq11es, pricing of energy
and energy-related products. and accouoting requirements. 'The future power and capacity prices for periods that are not quoted in an active- market
or established at auction are based on available market data and are esca lated based on estimates of inflation to address Che full time period of the
contract.
Valuations of derivative contracts using 11 discounted cash Oow methodology include assumptions regarding the timing alld likelihood of scheduled
payments and also rellectnon-performance risk, including credit, using the default probability approach based on the coumerparty's credit rating for
assets and the Company's credit rating for liabi litie.s. Valuations incorporate estimates of premiums or discounts that would be requirc:d by a market
participant to arrive at an exi1 price, using historical market transactions adjusted for the tem1s of the contract
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The following is a sµmmary ofNU's, including CL&P's and NSTAR E lectric's, Level 3 derivative contracts and the range oft-he sign ificant
unobservable inputs utilized in the valuations over the duration oftbe con tracts:
As of Oecc111bcr 31
20H

2013
Period Covered

Range

Energv Prices:
NlJ
CL&P

$
$

52

52

per MWh
per MWh

Ran Ee
$
$

2020
2020

49- 77 per MWh
56- SS perMWh

Period Covered

2018 - 2029
2018 - 2029

CaJl!lc i tv Prices:

NU
CL&P
NSTAR Electric

$
$
$

5.30- 12.98
11.08- 12 .98
5.30- 11. 10

per kW-Month
per kW -Month
per kW-Month

2016. 2026
2018-2026
2016-2019

$ 5.07- 11.82 per kW-Month
$ 5.07. 10.42 per kW-Monlh
$ 5.07 - 7.38
per kW-Month

2017 - 2029
20 17 - 2026
10 17 - 2019

Forward Reserve:
NU , CL&P

$

5.80 - 9 .50

per kW-Month

2015 -2024

$

3.30

per kW-Mon th

2014-2024

REC Prices:
NlJ
NSTAR Electric

s

$

38- 56
38- 56

2015-2018
2015-2018

$

$

36 - 87
36- 70

per REC
per REC

2014 -2029
2014 - 2018

nerREC
per REC

Exit price premiums of7 percent through 24 percen t are also applied on these contracts and reflect the most recent market activity avrulable for
similar type contracts.
Significant increases or decreases in future energy or capacity prices in isolation would decrease or increase. respeotively, the fair value of the
derivative liability. Any increases in the risk premiums woul d increase the fair val ue of the derivative liabilities. Changes in these fair values are
recorded as a regu latory asset or liability and wollld not impact net income.

Valuations using significant unobservable inpuls: The following tables present changes in the Level 3 category of derivative assets and derivative
liabi]jties measured at fair value on a recurring. basis. The derivative assets and liabilities are presented on a net basis.
(Ml/11011.v ofJ)al/ar;;)

Derivatives. Net
Fair Value as of January 1, 2013

CL&P

NU

NSTAR Elecrric

(866.2} $

$

t878.6) $

$

10.9
158.3
74.2
(635.2) $

86.7
(630.6} $

4, 1
(7.3)

$

141.3
78.5
(415.4) $

139.7
80.0
(410.9) $

4.3
(1.5)
(4.5 )

( 14.9)

Net Realized/Unrealized Gains Inc luded in :

Net Income <1>
Regulatory Assets and Liabilities
Settlements
Fair Value as of December 31. 2013
Net Realized/U nrealized Gains Included in
Regulatory Assets and Liabilities
Settlements
Fair Value as of December 31 . 2014
(t)

5.

148,9

3.5

The Ne t Income impact for the year ended December 3 1, 2013 related 10 the unregulated wholesale marketing sales contract that was offset by
tl1e losses on the Wlfegu lated sourcing contracts classified as Level 2 in the fair value hierarchy, resulting in a total net gain of$! million.

MARKETABLE SECURITIES

NU maintains tntsts to fund certain non-qualified executive benefits and WMECO maintains a spent nuclear fuel trust to fund WMECO's prior period
spent nuclear fuel liability. These trusts hold marketable securities. Thcse 1ntsts are not subject to regulatory oversight by state or federal agencies.
In addition, CYAPC and YAEC maintain legally restricted trusts, each of which holds marketable securities, for senl ing the decommissioning
obligations ofU1eir nuclear power p lanes.
The Company elected to record mutual funds at fair v alue and certain otber equity investments as trading securities, with the clianges in fair values
recorded in Other Income, Net on the statements of income. As of December 31, 2014 and 2013, the mutual funds and equity invesbnents were
class ified as Level I in tl1e fair va lue hierarchy and totaled $85. l mil lion and $57.2miUion, respectively. For the years ended December 31 , 2014,
2013 and 2012. net gains on these securities of$1.9 million, $ 10.2 million and $5.9 mrnion. respectively, were recorded in Other Income, Net on the
statements of income. Dividend income is recorded in Other Jacome. Net when dividends are declared. All other marketable securities are
accounted for as available-for-sale.
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A1111ifable-for-Sale Secunties: The following is a summary ofNU's and WMECO's available-for-sale St:Curi1ies. These s.:curiiies are recorded al fair
value and are included Jn current and long-tenn Marketable Securities on the balanc~ sheets.
As uf Dl'<em ber 31.

1013

2014
Amorfrted

Pre-Tnx
Unrealized

Pre-Tux
Unrealized

Cost

G.ains

Losses

(Mi/111>11.< •?(Dollt11t<)

NU
Debi Sec~rities Ill
Equity Securi1ies 111
WM ECO
Debt Securities <21

$

313.0
160.6

s

7.5
73.3

320.1
233.9

299.'.:'
163.6

58. 1

57.9

(0, I )

58.:l

Amortized
Con

Fair VAiue

(0.3) $

$

fire-Tax
Unrenlizcd
Gains

$

$

2.5

Pre-Tax

\Jn realized
Losses

$

(2.1)

Fair Value

299.6
214. 1

$

60.5

57 9

(II

NU's amounts include CYA.PC's and YAEC's marketable securities held in nuclear decommissioning trusts of$450.8 million and $424 million
as of December 31. 2014 and 2013, respectively, which are legally restricted and can only be used for the costs of decommissioning of the
nuclear power plants owned by these companies. Unrealized gains and losses for the nuclear decommissioning, trusts are recorded in Marketable
Securities wi th the corresponding offset to Other Long-Tenn Liabilities on the balance sheets. with no impact on the statements of income. All
of the equity securities accounted for as available-for-Sale securities are held in the CY APC and YAEC' trusts.

l~l

Unrealized gains and losses on debt securities held by WMECO are recorded in Marketable Securities 'vith tJ1e corresponding offset to Oilier
Long-Term Assets on the balance sheets.

Unrealized J.os.~es and 0//1er-1han-Tempora1J' Jmpmrment: There have been no significant unrealized losses. other-than-temporary impaim1ents or
credit losses fbr NV or WM ECO. Factors considered in detennini.ng whether a credit loss exists include the durntion and severity of the impai1111ent.
adverse conditions specifically affecting th e issuer, and the payment history, nitin gs and rating changes of the security. For asset-backed debt
securities. underlying. collaternl and expected future cash tlows are also evaluat.e d.
Realized Gains and Losses: Realized gains tmd losses on available-for-sale securities are recorded in Other Income. Net for NU's benefit· tmsl, Other
Long-Tenn Assets for WMECO, and oflset in Other Long-Tenn Liabilities for CYAPC and YAEC. NU utilizes the specific identification basis
method for the NU benefit crust and the average cost basis method for lhe WMECO trust and the CYAPC and YAEC nuclear decommissioning. trusts
to compute the realized gains and losses on the sale of available-for-sale Securities.
Contrac/110/ Maturities: As of December 31. 2014. tl1e contractual maturities of available-for-sale debt securities are as fol lows:
NU

Wl\1£CO
AmoninJd

Amortized

!Alll/1011.1 11//Jt1/lt1lS}

Leess than one year 111
One to five years
Six lo len years
Greater than 1en years
Total Debi Securities
\I)

Cost

s
s

Cos«

F'air Value

55.0
88.8
66.0
103.2
3 13.0

$

55.0
89. 1
67.7

$

310.~

s

2S.7

s

25.8
0,7
2.9
58. 1

25.8
0.7
3.0
58.2

108.4

s

fair Value

18.7

$

Amounts in the Less than one y1mr NU category include securities in the CYAPC and YAEC nuclear decommissioning rrusts. which are
restricted and are classified in long·term Marketable Securities on the balance sheets.

Fair Value Measurements: The following table presents the marketable securities recorded at fair value on a recurring bnsis by 1J1e level in wbich
they are classified within the fatr value hierarchy:
NU
As of Decembe r 31,

Mumal Funds and Equities
Markel f'unds

Money

To1al Level 1

2013

1014

(/o'fil/i(lllS llf /)()l/l/f-</
l.eV<!I I :

$

WilfECO
As of Oecctnber 3 I,

319.0

24.9
_s_ _ _ _ _ _
-'-343,9

s
s

2014

281.3
32.9
314.2

s

61.4
53.6
30.4
105,5

s

2013

s
4.3

$

4.3

$

10.9
10.9

Lew12:

U.S . Government Issued Debt Securities
{Agency and Treasury)

Corporate Debt Sec.urities
Asset-Backed Debt Securities
Municipal Bonds
Other Fixed Income Securities
Tot11J Level 2

Total Marketable Securities

513
49.1
54.l
1163
24.5
295.3
$------=~
.,..
s_ _ _ _ _ _ _
_
6392

S

s

s
s

15.8
266.7
580,9

$
$

$

14.7

6.S
15.1

)4.5
13.0

II.'.:'

IJ.6
53.8
58.1

9,0

.s
s

4.9
47.0

57,9

U.S. government issued debt securities are valued using market approaches that incorporate transactions for the same or similar bonds and
adjustments for yields and maturity dates. Corporate debt securities are valued using a market approach. utilizing recent 1rades of the same or s1m1lar
instrument and also incorporating yield ca.rves, credit spreads and specific bond terms and conditions. Asset-backed debt securities include
collateralized mortgage obligations, commercial mort-gage backed securities, and securities collateralized by auto loans, credit card loans or
receivables. Asset-backed debt secnrities are valued using recent trades of similar instruments, prepayment assumptions, yield curves. issuance and
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maturity dates. and tranche infonnation. Municipal bonds are valued using a market approach that incorporates reported trades and benchmark
y ields, Other fixed income securities are valued using. pricing models, quoted prices ofsecurities witJ1 similar c11aracteristics. and discou11ted cash
flows.

6.

ASSET R ETIR.EMENT OBLJGATIONS

NU. including. CL&P. NSTAR Electric. PSNH and WMECO. recognizes a liability for the fair value of an ARO on the obligation date if the
liability's fair value can be reasonably estimated and is condition aI on a future ev.:nt. Settlemen t dates and llilurc costs are reasonably estimated
when sufficient infonnation becomes available, Management has identified various categories of AROs. primarily certai11 assets containing asbestos
and hazardous contamination and has perfonned fair val ue calculations, reflecting. expected probabilities for senlemem scenarios.

The fair val ue of an ARO fs recorded as a liability in Other Long-Tenn Liabilities witb a corresponding amount included in Property, Plant and
Equipment, Net on the balance sheets. The ARO assets are depreciated, and the ARO liabilities are accreted over tJ1e est.imated life of the obligation
witJ1 corresponding credits recorded as accumulated depreciation and ARO liabilities, respectively. As the Regulated compru1ies are rate-regulated
on a cost-ol~service basis, these compnnies apply regu latory accounting guidance and both the depreciation and accretion costs associated witJ1 the
Regulated compttnies' AROs are recorded us increases to Regulatory Assets on the balance sheets.
A reconciliation of the beginn ing and ending carrying amounts of ARO liabilities are :is follows;
~ l'
(M11/mm oj /Jolla~

Balance as of Beginning of Year
Liabilities Incurred During the Year
Liabilities Settled During the Year

.$

Asof 0etembt!r 3 J,
.20H
2015
4"24.9 $
.i12.2

0. 1
\ JJ 8)

t.3

\ 19.5)

/\c~retlon

JS. I

Revisions in Estimated Cash Flows
Balance as of End of Yem

23.8
2.6

--~
<5_
,5__)

$

424.9

426."3 $

As of lJetem ber 3 l

.2014

20 13

NSTA R
fMilllonv oj L!ol/o,.sJ

Balance as of Beginning of Year
Liabilities Incurred During the Year
Liabilities Seltl~d During the Year
Accretion
Revisions in Esti mated Cash Plows
Balance as of End of Year

s

CL&P
35 0

Electric

s

32.8

NSTAR

s

PSNH

19.5

WM ECO

s

4.5
l. I

s

(I.I I

1,9
(0.5)
$

35.3 $

1.5

34.3 $

0.3

l.J
20.6

$

5.9

s

CL& P

33.6

E lectric

s

J 1.4

(0.71

(0.1l

2.:!

l.5

(0.1)
35.0 $

32.8

s

PSN H

18.4

WM ECO

s

l.2

s

(0.1)
19.3 $

4.3

0.3

(0.1)
4.5

NU's amounts include CYAPC and YAEC's AR.Os of$3 17j million aud $318.8 million as of December 31, 20 14 and 2013, respectively. The fair
value of tJ1e ARO for CY APC and YAEC ineludes uncertainties of the fuel off-load dates related to the DOE's timing of perfom1ance regarding its
obligation to dispose of the spent nuclear fuel and high 'level waste. The incremental asset recorded as an offset to the ARO liabi lity was ful ly
depreciated since the plants have no remaining useful life. Any changes in the assu mptions used to calculate the fa ir value of the ARO liability are
recorded wi th a corresponding offset (O the related regulatory asset. The assets held in the CYAPC and YA.EC nuclear decomm issioning trusts are
restricted for senling the ARO and all other decommissioning obligations. For farther infonnatiou on the assets held in the nuclear decommissioning
trusts, see Note 5. "Marketable Securities." to the ·financial statements.
7.

SHORT-TERM DEBT

Short-Tenn Borrowing Limits: TI1e amount ofshort-term borrowings.that may be incurred by CL&P, NSTAR Electric and WMECO is subject to
periodic approval by the F'ERC. As a result of the NHPUC having.jurisdiction over PSNH's short-tctm debt, PSNH is not currently required co
obtain FERC approval for its short-tenn borrowings. On July 31. 20 13. tJ1e FERC' granted authorization to nllow CL&P and WMECO to incur total
short-tem1 borrowings up to 11 maximum of$600 million nnd$300 million, respectively, effectivdanuary L 2014 lluough December 3 l, 2015. On
June 1 I, 2014. the FERC granted authorization to allow NSTAR Electric to issue total short-tem1 debt securities in an aggregate principal amount 1101
to exceed $655 million outstanding at any one time, effective Outober24, 2014 through October23, 2016.
PSNH is anthori:z.ed by regulation of the NH PUC t·o incur short-rem1 borrowings up to l 0 percent of net fixed plant pins an additional $60 million
until forther ordered by the NHPUC. As of December 31, 2014. PSNH's sbon-tenn de.br aulhorization under the 10 percent of net fixed plant test
plus $60 million totaled approximately $306 million.
CL&P's certificate of incorporation conrains preferred stock provisions restricting the amount of unsecured debt that C'L&P may incur, including
limiting unsecured indebtedness with a maturity of less than JO years to l 0 percent of total capitali..zation, As of December 3 l, 20 14, CL&P had
$432.1 million of unsecured debt capacity available under this aulliodzatjon.
Yankee Gas and NSTAR Gas are not required to obtain approval from any state or federal authority to incur short-tenn debL

Credit Agreements and Comme1·cial Paper hograms: NU parent, CL&P, PSNH, WMECO, NSTAR Gas and Yankee Gas are parties to a five-year
$1.45 billion revolving credit facility. The revolving credit facility is to be used primarily to backstop NO parent's $1AS billion commercial paper
program.. The commercial paper program al [ows NU parent to issue cornmerciul paper as a fonn ofshort-tenn debt. Effective July 23, 2014, NU
parent, CL&P. PSNH. WNIECO, NSTAR Gas and Yank.ec Gas extended l11e expiration date of tJ1eir joint revolving credit faci lity for one additional
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year to September 6. 2019. CL&P has a borrowing sublimit of$600 million and PSl\'H and WM ECO each bavc borrowing sublimits of$300
million. As of December 31, 2014 and 2013, NU had approximately SU billion and $1.01 billion, respectively, in short-tem1 borrowings
outslanding under the NU parent commercial paper program. leaving $348.9 million and $435.5 million of available borrowing capacity as of
December 31. 2014 and 2013. respecllvely. The weighu:d-a..,erage interest rate on these borrO\\ings as of December 31. 2014 and 2013 was 0.43
percent and 0.24 percent. respectively, which is generally based on A2/P2 rated commercial paper As of December 31. 2014. there were
intercompany loans from NU of$133.4 million to CL&P. S90.5 million to PSNH and $21.4 million to WMECO. As of December3 L 2013. there
were 111tcrcompru1) loans from NU of$287.3 million to CL&P and $86,5 million to PSNH.
NSTAR Electric h:is a five-year $450 million revolving credit facility. This facilit)' serves 10 backstop NSTAR Electric's existing $450 million
commcrc1al paper program. Effec11ve July 23, 2014. NSTAR Electric extended the e'\pira1ion date of its revolving credit facility for one additronal
yeano September 6. 2019. As of December 3l.2014 and 2013. NSTAR Electric had $302 million and $103.5 million, respectively, in short-term
borrowings outstanding under us commerc1al paper program. leaving $148 million ond $346.5 million of a' ailnble borrO\\ ing capaciry as of
December JI. 201-1 and 2013. respective!) . The \~eighted-average imercst rate on these borrowings as of December 31, 2014 and 2013 was 0.27
percent and 0 13 percent. rcspecrivel) . which is generally based on A2/P I rnlcd commercial paper.
Except as described below. amounts outstanding under the commercial paper programs are included in Notes Payable for NU and NSTAR Electric
and classified in currcn1 liabilities on the balance sheets as all borrowings are outstanding for no more than 364 days at one lime. In1ercompany loans
from NU to CL&P, PSNI I and WMECO are included in Notes Payable to NU Parom and classified 111 current Iiabilities on the balance sheets.
lntcrcompnny loans from NU to CL&P. PSNH and WMECO are eliminated in consolidation in NU's balance sheets.
On January 15, 20 15, NU parent issued $150 million of 1.60 percent Series G Senior Notes due to mature in 2018 and $300 million of3. I5 percent
Series H Senior Notes. due to mature in 2025. The proceeds, net of issuance costs, were used lo repay shorl·Lenn borrowings outstanding under the
NU commercial paper program. As the debt issuances refinanced short-tern\ debt, the shorHenn debt was clossified as Long-Tenn Debt as of
December 3 1, 20 14. 011 Janui!ry' 2, 2014. Ya11kee Gas issued $100 million of Series L First Mortgage Bonds ttnd $25 mill ion of1he proceeds was
used to repay short-term borrowings outstanding under the NU commercial paper program. As the debt issuance refinanced shorHerrn debt, these
amounts \•t!re dassrJied as Long-Term Debi on NU's balance sheet as of December 3 1. 2013 See Note 8, "Long-Tcm1 Debt" for further infom1atio11
on these debt issuances
Under the credit faci lilies, NU and its subsidiaries must comply wilh certam fimmcial and non-financial covenants. including a consolidated debt Lo
total capitalization retio. As of December 3 I. 2014 and 2013. NU and us subsidiaries were 111 compliance with these covenruns. I fNU or its
subsidiaries were not in compliance \\ ith these covenants, an event of default would occur rcqurnng. all outstanding borrO\\ ings by such borrower to
be repaid and additionnl borrowiJlgs by such borrower would not be perrnincd under 1lS respcct1"c: credit facility.
8.

LONG-TERM DEBT

Details oflong-11:m1 debt outstanding an: as follows:
As or December 31.

CL&I'

2014

(M1//11"" fl{ ()nl/..il'\ /

First Mongage Bonds
7 875% IQQ.:I Serres 0 due 2024
11
4 800°'<> :?004 Serres A due 201-1 '
5. 750% :?004 Series B due 2034
5.000% 2005 Series A due 2015
5.625% 2005 Series B due 2035
6.350% 2006 Series A due 2036
5.37.5% 2007 Series A due 2017
5.750% 2007 Scnes B due 2037
.5 750% :?007 Serres C due 20 17

s

1013

139.8

s

139.8

t50.0
1300

130.0

1000

IOOO

1000

100.0

250.0
150.0
150.0
100.0

250.0

6 375% 2007 Serres D du~ 2037

IOO 0

5.650% 2008 Serres A due 2018
5.500% 2009 Serres A due 2019
'.l.5~. 2013 Senes A due 2023
-UOO~. 2014 Sen es A due 2044 ui
T owl First Mortgage Bonds

300.0
250 0

IOO.O
300.0
150 0

Polluuon Control

Rc~enue

150.0
150.0
100.0

400.0

400.0

2500
2,419.8

2,3t9 8

120.5

120.5

Bonds

4 375~. Fixed
1.550" o Fixed

Rate Tax Exempt due 2028
Rate Ta'\ Exempt due 2031 t>i
Total Pollunon Control R.:venuc Bonds
Spent Nuclear Fuel Obhgauon
Less Amounts due Within One Year
Unamomzed Premiums and 01scounts, Net
CL&P Long-Term Debt

62.0
182.5
2445
(1620)
(4 8)

s

107

2.680.0

620
182.5
244.4
( t50.0)

(5.5)
2.591.2

s -- - - - -
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As or O«ember 31,

NSTAR £1ectrk
2014

(M1llt0ns ofDoi/ors)

Debcn1urcs:
4.875~. due 2014 c•l
5.750% due 2036
5.625~. due 2017
5.5~'o due 2040
2.375% due 2022
Variable Ra1e due 2016 1 ~'
4.400% due 2044 <•>
Total Debentures
Bonds:
7.375% Tax Exempt Sewage Facility Revenue Bonds, due 2015
Total Bonds
LessAmounls due Within One Year
Unamortized Premiums and Discounts, Net
NSTAR Electric Long-Term Debt

s

$

$

4.7
4.7
(4.7)
(7.3)
1,792.7

6.4
6.4
(3017)
(53)
1,499.4

$

2013

$

50.0
50.0
70.0
11 0.0

$

50.0
70.0
110.0
150.0
1220
160.0
325.0
987 0

Total First Mortgage Bonds
Pollution Control Revenue Bonds:

150.0
122.0
160.0
250.0
962.0

89.3

89.3

89 3

89.3
(50.0)
(2.3)

1,076.3

$

999.0

$

As or December 31,

WM£CO
(;l1illto11s ofJ)ol/ars)

Notes:
5.900/o Senior Notes Series B, due 2034
5.24% Senior Notes Series C, due 20 15
6.700/o Senior Notes Series D, due 2037
5. I00/o Senior Notes Series E, due 2020
3.500/o Senior Notes Series F, due 202 1
3.88% Senior Notes Series G, due 2023
Total Notes
Spent Nuclear Fuel Obliga11on
Less Amounts due Within One Year
Unamortizcd Premiums and Discounts, Net
WMECO Long-Term Debt

1,800.0

20t4

3 20% Series R due 2021
3 50% Series S due 2023 <7>

Adjustable Rate Tax Exempt Series A due 2021
Total Pollution Co111rol Revenue Bonds
Less Amounts due Wnhin One Year
Unamortized Premiums and Discounts, Net
PSNH Long-Term Debt

300.0
200.0
4000
300.0
400.0
200.0

2000
400.0
300.0
400.0
200.0
300.0
1,800.0

As or December 31,

PSNll
(Mil/l(m.• <>ffkJ//t1rs)

First Mortgage Bonds:
5.25% Series L due 20 14 161
5.60% Series M due 2035
6. 15% Series N due 2017
6.00% Series 0 due 2018
4.50% Series P due 2019
4.05% Series Q due 2021

2013

2014
$

$

108

2013
50.0
50.0
40 0
95.0
250.0
80.0
565.0
57.4
(50.0)
6.1
578.5

$

$

50.0
50.0
40.0
95.0
250.0
80.0
565.0
57.3
7.1
629.4
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As of Oeoem~er 31,

OTHER
(Afi//ilJJL< t~{/)/,//al'S)

Yankee Gas - First Mqrtgage Bonds:
8.48% Series B due 2022
4 80% Series G due 2014 (l!!
5 26% Series H due 2019
5.35% Series l due 2035
6.90% Series J due 2018
4,87% Series K due 2020
4.82% Series L due1044 18'
To.al First M11ngage Bonds
Unamortized Premium
Yankee Gas Long-Term Debt

20tl

2014

s

:w.o

s

20.1)

75.0
50.0
50,0
100.0
50.()

50.0
50 0
100.0
50.0

JOO.O

NSTAR Gas- First Mortgage Bonds:
9.95% Series J due 2020
7. 11 % Series K due 2033
7.04% Senes M due 20 17
4.46% Seiies N due 2020
NSTAR Gas Long-Term Debt

370.0
0.6
370.6

345.0
0.7
345.7

25.0
35.0

25.0
35.0

25.Q

25.0

125.0
210.0

l25 0
210.0

300.0
450.0
350.0
446.3
1,715.7
202.3

300.0
450.0
350.0
15.0
179 4
1,304.4
230.7

(28.9)

(31.7}

Other- Noles and Debentures:
1.45% Senior Notes Series E due 20 18 (NU Parent)
2.80% Senior Notes Series F due 2023 (NU Plll'cnt)
4.50% Debentures due 2019 (NU Parent)
NU Commercial P~per Borrowingst~l (91
Spent Nuclear Fuel Obligation (CYAPC)
Total Other Notes and Debentures
flair Value Adj ustment nu1
Less Amounts due Wi thin One Year
Less Pair Value Adjustment - Current Portion 110 >
Unamonizcd Premiums and Discou nts, Net
Tota l Other Long-Tem1 Debt

$

2.4785

s

2,057.8

Total NU L,ong-Term Debr

s

8,606.0

$

7,776.8

1794

( L2)

{ 1.3)

(J)

On September JS, 2014. CL&P repaid at mnlurily ihe $150 million of 4.80 percent 2004 Series A First Mortgage Bonds. usingshort-tenn
borrowings.

m

On April 24, 1014, CL&P issued $250 million of 4.30percent 1014 Series A First Mortgage Bonds, due to mature in 2044. The proceeds, net or
issuance c.osts, were used to repay short-tem1 borrowings.

(Jl On February 12, 20 15. CL& P nori tied the trustee t·hat it intends to purchase and cancel the bonds on April I, 2015, after they have been tendered
by t·he bondholders.
<~>

On March 7, 2014, NSTAR Electric issued $300 million of 4.40 percent debenrures. due to mature in 2044. 1lle proceeds. net of issuance costs.
were used to repas the $300 million of 4.875 percent debentures that matured on Apnl 15. 2014.

(>)

As ofDecember 31, 20 14 and 2013, the interest rate was 0.4721 percent and 0.478 percent, respectively.

!6 >

On July 15. 2014, PSNH repaid at maturizy the $50 million of 5.25 percent Series L First Mongage Bon& using shon-term borrowings.

!7l

On October 14, 2014. PSNH issued $75 million of first mortgage bonds at a yield of3.l44 percent due to mature in 2023. The first mortgage
bonds are part of the same series of PSNH's existing 3.50 percent Series S First Mortgage Bonds tbnt were initially issued in November 2013.
The proceeds, net of issuance costs, were used to repay short-term borrowings.

(SJ

On January 2, 20 14, Yankee Gas issued $ I00 mill ion of 4.82 percent Series L First Mortgage Bonds, due to mature in 2044. The proceeds, net
of issuance costs, were used to repay the $75 million 4.80 percent Series G First Mortgage Bonds that matured 0 11 January 1, 20 14 and to pay
$25 million in short-ten11 borrowings. As the debt issuance refinanced short-tem1 debt, these amou nts were classified as Long-Tenrt Dehl on
NU's balance sheet as of December 31 , 20 13.

9
( )

On January 15. 20 15, NU parent issued $150 million of 1.60 percent Series G Senior Notes due to mature in 2018 and $300 million of 3. 15
percent Series H Notes, due to malme in 2025. The proceeds, net of issuance costs, were used to repay short-tem1 borrowings outstanding under
the NU commercial paper program. As the debt issuances refinanced short-tem1debt. the short-tenn debt was classified as Long-Tenn Debr as
ofDeceruber 31, 20 14.
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Amount relates to the purchase price adjustment required to record the NSTAR long-term debt at fair value on the date of the merger.
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Long-tem1 debt malllrities, mandatory tender payments and cash sinking fund requirements on debt outstanding for the years 20 15 through 2019 and
thereafkr are shown below. These amounts exclude the spent nuclear foe! obligation. net unamortized premiums and discounts. and other fair value
adjustments as of December 31, 2014:
(Mi/lio11s <1f/J11//ars)
2015
2016
2017
2018
2019

NU
$

$

$

4.956.6
7.718.J

CL&P
162.0

.250.0

810.0
800,0

Thereafier
Total

216.7
200,0
745,0

NSTAR Electric
$
4.7
200.0
400.0

$

$

1,200.0
1,804.7

WM ECO
50.0

s

515.0
565.0

70.0
110.0
150.0

300.0
2500
1.640.3
2,60:!.3

$

rSNIJ

$

746.3
$

1,076.3

The ucil ity plant of CL&P, PSNH, Yankee Gas and NSTAR Gas is subject to the lien of each company's respective first mortgage bond Indenture.
The NSTAR Elecnic, V.'MECO and NU parent debt is unsecured.
CL&P's obligation lo repay each series ofPCRBs is secured by first mortgage bonds. Each such series of first mortgage bonds con1.ains similar terms
and provisjons as the applicable series of PCRBs. lfCL&P fails to meet its obligations uoder the first mortgage bonds. then the holder of the first
mortgage bonds (the issuer ofU1e PCRBs) would have rights under the firs t mortgage bonds. CL&P's $62 mi llion tax-exempt PCRBs, which are
subject to mandatory tender for purchase on April l , 20 15 and carry a coupon rate of 1.55 percent during the current tluee-year fixed rate period,
cam1ot be redeemed prior to its tender dale, CL&P's $120.5 million tax-exempt PCRBs will be subject to redemption at par on or after September I,
2021. All other long-tem1 debt securities are subjec1to make-whole provis ions.
PSNH's obligation to repay the PC.RBs is secured by lirst mortgage bonds and bond insurance. The first mortgage bonds contain similar tenns and
provisions as the PCRBs. If PSNl-1 fails to meet its obligations under the first· mortgage bonds, then the holder of the lirsr mortgage bonds (the issuer
of the PCRBs) would have rights under the first mongage bonds. The PSNI TSeries A tax-exempt PCRBs are ctuTently callable at I00 percent of par
The PCRBs bear iQterest al a rate that is periodically set pursuanno auctions. PSNH is not obligated to purchase these PCRBs. which mature in
2021, from the remarketlng agent. As ofDecember3L2014 and 2013. the interest rate was 0.175 percent ai1d 0.088 percent. respectively.
The long-tenn debt agreements provide that NU and certain of its subsidiaries must comply with certain covenants as are customarily inchtdcd in
such a_grecmcots, i1Jcluding a minimum equity requirement for NSTAR Gru>, Under the minimum equity requirement, the outstanding long-term deb!
ofNSTAR Gas must not exceed equity.
Yankee Gas has certain long-tenn debt agreements th111 contain cross-default provisions. No otl1e r debt issuances contain cross-default provisions as
of December 3 1, 2014,
On August 27, 2014, PURA approved CL&P's request to extend the authorizatiost period for issuance of up to $366.4 million i11 long-tem1 debt from
December 31, 2014 to .December 31, 20 15.
On October 3. 2014, FERC granted authorization lo all ow NPT to issue short-tenn and long-term debt securities in an aggregate amount not to
exceed $500 mi llion outstanding a t any one time, effective December 31 , 2014 through Decembe.r 3 1, 2016.
On November 26. 20 14, ·ruRA approved Yankee Gas' request to extend the authorization period for iss uance of up to $200 million in long-term debt
from December3 1, 20 14to December31. 20 15.
On January 12, 2015, NSTAR Gas filed an application ,yilh the DPU requesting authorization to issue up co $ 100 million in long-ten11 debt for 1.be
period ending December3 l , 2015.

Spent Nuclear F'uel Obligmio11: Under the Nuclear Waste Policy Act of 1982. CL&P and WMECO must pay the DOE for tl1e costs of disposal of
spent nuclear fue l and high-level rndioactive- waste for tl1e period prior 1.0 the sale of their ownership shares in th<! Millstone nuclea.r power stations.
T he Millstone Nuclear Generating station was made up of Mi llstone I. Millstone 2, and Millstone 3 and all three units were sold in Marcb 200 I.
The DOE is responsible for the selection and deve lopment of repositories for, and the disposal of, spent nuclear fuel and high-level radioactive waste.
For nuclear fuel used to generate electricity prior to Apri l 7. 1983 (Prior Period Spent· Nuclear Fuel) for CL&P and WMECO, an accrual has been
recorded for the full Iiabi lity, and payment must be made by CL&P and WMECO to the DOE prior to the first delivery of spent fuel to the DOE.
Alter the sale of Millstone, CL&P and v.'MECO remained responsible for their share of the disposal costs associated with the Prior Period Spent
Nuclear Fuel. Until such payment to the DOE is made, the outstaJJdiag liability will continue to accrue interest at tbe 3-mootl.1 Treasury bill yield
rate. Jn addition, as a result of consolidating CY APC. NU has consolidated $ 179.4 millio11 in add itional spent nuclear fuel obligations, i11cluding
interest, as of both December 31, 2014 and 20 13. The obligation due to the DOE for the disposal ofCL&P's and WMECO's Prior Period Spent
Nuclear Fuel and CYAPC's spent nuclear fuel obligntion include accumulated interest cos1s of$350.4 million and $350.3 million ($ 178 million and
$177.9 mi ll ion for CL&P and $41.8 million and $41.7 million for WMECO) us ofDeoem ber 31 , 2014 lllld 2013, respe<.-tively.
WMECO and CY APC maintain trusts to fund amounts due to the DOE for the disposal of spent nuclear fuel. For further in formation on tbese trusts.
see Note 5, "Marketable Securities," Lo the linancial statements.
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9.

EMPLOYEE BENEFITS

A.
Pe nsion Benefits and Postr etire ment Benefits Other Than Pensions
As of December 31, 2014, NUSCO sponsored two defined benefit retirement plans that covered eligible employees, i11cluding employees of CL&P,
NSTAR Electric. PSNJ-1 and WMECO (NUSCO Pension Plan and NSTAR Pension Plan). Effective January I, 20 15, the two plans were merged into
one plan, sponsored by NUSCO. The NUSCO and NSTAR Pension Plans are subject to the provisions of ERISA, as amended by the PPA of2006.
NU's policy is to annually fund the Pension Plans in an amount at least equal to an amount that will satisfy federal requirements. In addition, NU
maintains non-qualified defined benefit retirement plans sponsored by NUSCO (herein collectively referred to as the SERP Plans), which provide
benefits in excess oflnternal Revenue Code limitations to eligible current and retired participants.

As of December 31. 2014, NUSCO also sponsored defined benefit postretiremem plans that provide certain retiree benefits. primarily medical, dental
and life insurance, to retiring employees that meet certain age and service eligibility requirements (NUSCO PBOP Plans and NSTAR PBOP Plan).
Effective January L 20 15, the plans were merged into one plan. sponsored by NUSCO. Under certain circumstances, eligible retirees are required to
contn"bute co the costs ot' postretirement benefits. The benefits provided under the PBOP Plans are not vested and the Company has the right to
modify any benefit provision subject to applicable laws at that time.
Because the Regulated companies recover the retiree benefit costs from customers through rates, regulatory assets are recorded in lieu of an
adjustmenl to AL-cumulated Other Comprehensive lncome/(Loss) to record the funded status of the Pension, SERP and PBOP Plans. Regulatory
accounting was also applied to the portions of the NUSCO costs that support the Regulated companies, as these costs are also recovered from
cu~1omers. Adjustments to the Pension and PBOP funded stacus for the unregulated companies are recorded on an after-tax basis to Accumulated
Othe;:r Comprehensive Jncome/(Loss). For further information, see Note 2. "Regulatory Accounting." and Note 14, "Accumulated Other
Comprehensive fncome/(Loss)." to the financial statements. The SERP Plans do not have plan assets.
For the years ended December 3 l, 2014 and 2013, the expecced return on plan assets for !he NUSCO Pension and PBOP Plans was calculated by
applying the assumed rate of return to a four-year rolling average of plan asset fair values. This calculation recognized investment gains or losses
over e four-year period from tJ1e years in which tJ1ey occurred. lnvestmenl gains or losses for this purpose are the difference between the calculated
expected return and the actual rel um. As invesbnent gains and losses are reflec.ted in the average plan asset fair values. tl1ey are subject to
amort.ization with other unrecognized actuarial gains or tosses. For the NSTAR Pension and PBOP Plans, the entire difference between the actual
return and calculated expected return on plan assets is ret]ected as a component of unrecognized actuarial gain or loss. Unrecognized acruar.ial gains
or losses are amortized as a component of Pension and PBOP expense over 1he estimated average foture employee service period.

Pension and SERP Plans: As of December 31, 20 13, the fonded status of the NSTAR Pension Plan was recorded on NSTAR Electric's balance
sheet, while the total SERP obligation was recorded on NSTAR Electric & Gas' balance sheet. As ofDecember 31, 2013, all NSTAR employees
were employed by NSTAR Electric & Gas. On January I, 2014, NSTAR Electric & Gas was merged into 1'TIJSCO (service company merger) and,
concurrently. all employees were transferred to the company they predominantly provide services for: NUSCO, NSTA R Electric or NSTAR Gas. As
a result of the employee transfers, the pension ai1d SERP assets ai1d liabilities were attributed by participant and transferred to the applicable
company's balanoo sheets. This change had no impact on tJ1e income statement or net assets of NSTAR Electric or NU. For the year ended
December 31 , 2014, the NUSCO and NSTAR pension and SER.P plans are accounted for under the;: multiple-employer approach, with each
company's balance sheet reflecting its share of the funded status of the plans. The following tables provide infonnation on the Pension and SERP
Plan benefit obligations, fair values of Pension Plan assets, and fonded status:
Pension and SERP
As of December 31,
20'14
201J

NII
(M1//w11s uf llof/01~)

Change in Benefit Obligation
Benefit Obligation a~ of Beginning of Year
Service CoS1
Interest Cost
Actuarial Gainl(Loss)
Benefits Paid - Pension
Benefits Paid - SERP
Benefit Obligution ns of End of Year
Change in Pension Pl..10 Assets
Fair Value of Plan Assets as of Beginning of Year

s

s

Employer Contributions
Actual Return on Plan Assets
Benelils Paid
Fair Value of Plan Assets ns of End of Ye.nr
Funded

Sla1us as of December 31"

$

(4,676.5) $
(79.9)
(215,7)
(739.6)
230.3
5.2
(5,486.2) $

(5,022.8)
(102.3)
(206.7)
433.6
216.6

3,985.9 $
171.6
199.3
(230.3)
4, 126.5 $
(1,359.7) $

3,4113
284.7
506.5
(216.6)
3,985.9
(690,6)

lll

5.J
(4,6765)

Page 167 of 274

Pension and SERP
As of December 31, 2014
NSTAR
f.lec1ric
PSNH

CL&P

(M///1011.• <>J Dnlh11:•)

Change in Ben<lit Oblig31ion
Benefit Obligauon as ofBtgi1uiiug of Year
Decre11se due 10 lTansf'er Qf employees
Service Cost
ln1eres1 Cost
Actusriet Oainl(Los~)
Benefits Paid - Pen•ion
Benefits Paid - SERP
Benefit Obligation as of End of \'ear
Change in Pension Plan Assets
fair Value of Plan Asseis as of Beginmn£ of Year
Dcon:asc dut to transfer of employees
Employer Contributions
Acrual Re1urn on Plan Assets
Bcudits Paid
f'air Value of rlan Assets as of End of Year
Funded Stanis •s of December 31"

s (l.083A) s

(41 ,3)

(107.0)

58.3

52.4

0.3

0.3

(1.230.t)

$'

(982.6)

s

s

1,016.3

$'

1,235.3

s

(44IAJ

s

(1. 178.0) s

(3.5)

(73.3)

(I0.3)
(29.8)

22.8

11.9

(580.7)

Electric(•\

CL&P

6.2

0,1

$'

(26A)

(223.9)

32.2
(9.7)
(23.8)

(13.6)

(50,5)
(161.0)

NSTAR

WM ECO

(529.0) s

(l,3)3.3)

479.9

26.4
(20.2)

As of O°"'tmber 31, 2013

s

~49.4)

528.6 s

"40,4
(6.1)

!32.2)

(74.9)
(48.3)

110.7
S6.6

s
s

s
s

36.S

(J.083.4) $

s

(2'49".3) s

(52.4)
879.0
t103.62

s

11.7

24.8
(22.8)

(11.9}

498.4 $

23~ . o

(82.3)

ll5.4)

s

(576.0)

s

{33.1)
(S8.0)
96.6
71.2

(JS.I)

(4.7)

(23 6)

(10.0)

62.4

22.4

21.1

11,5

s

(S29 0) $

(lli.9)

1.069.I s

386.6 $

218.S

(l.353.3)

108.3

82.0
155.4
(7L2)

135.3
(56.6)

s
s

(143.t)

o~

101,0

49.2
(58.3)
980.8

( 1.430.0)

05
937.6

WM£CO

l'SN ll

1,016.3

$

1,235.3

(67:1)

s

(US.OJ

$

s

54.8
(2U)
528.6
(0.4) $

s

J3.4
( I J.5)

240.4

l6.5

NSTAR Electric amounts do not include benefit obligations of the NSTAR SERP Plan as of December 3 1, 2013.

(I)

Duri.ng 2014, the Society of Ac tuaries released a series of updated mortality tables resulting from recent studies that measured mortality raleS for
various groups of individuals. The updated mortality tables released in 2014 increased life expectancy of plan participants by 3 lo 5 years and have
I.he effect of increasing the estimate ofbcnefits to be provided to plan participants. The impact of chis adoption on NV's funded status liability for tl1e
year ended Oecembe.r 31, 2014 was an increase of approximately $340 million. In addition. the decreases in the discount ra tes resulted in an increase
on NU's fi.mded ~tacus liability of approximately $530 mlllion. Partiall y offsetting these increases are the impact ofother actuarial assumptions.
As of December 31, 20 13, prepaid pension assets for PSNH and WMECO were included in Other Long-Tenn Assets on their accompanying balance
sheets. The pensioo and SERP benefits funded status includes the current portion oftl1e SERP liability, which is illeluded in Other Current Liabilities
on the accompanying balance sl1eets. Altho\1gh NU maintains marketable securities in a supplemental benefit trust the SERP plan itself does not
contain !lllY assets. See Note 5, ''Marketable Securities," lo the financial statements.
The accumul ated benefit obligation for the Pension and SERP Plans is as follows:
NU

(MilliiJllS ofDollt11·~/

2014

10!3
ti l

s

5,000. 1
4,538.8

:'><STAR Eloctrlc ( I)

CL&P
1. 101.4

s

l ,058.0

PSNJI

WM ECO

524.S

910 4
1,280.6

520. J

$

~264

220.6

NSTAR Electric.amounts do not include the acctunulated benefit obligation for the SERP Piao as of December 31, 20 13.

The following <1ctuarial <1ssump1ions were used in calculming !he Pension and SERP Plans' year end fonded status:

2014

Discoun1 Rate
Compensa1ion/Progression Rate

4.20%
3 50%

Pension :ind SE!RI'
As ofU«cmber3I.
2013
4.85 %
3.50 %

-

5.03%
4.00%

Pension and SERP Expense: NU charges net periodic pension expense 10 its subsidiaries based on Ihe actual participant demograph ic d11ta for each
subsidiary's participants. Benefit payments 10 particlpams and contriburions are also tracked for each subsidiary, The actual invesunent retum ill tl1e
trust is allocated to each of the subsidiaries ruurnally in proportion to the investment return expected lo be earned during the year. For the years ended
December 31, 20 J3 aod 20 12 (prior to the service company merger), the net periodic pension expense recorded al NSTAR Electric represented the
ful l cost of the plan with a portion of tl1e costs allocated to affiliate.d companies bused on participant demographic data.
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The components of net periodic benefit e,x'Pense for the Pension and SERP Plans are shown below. The net periodic benefit expense and the
iotercompany allocations less the capitalized portion of pension is included in Operations and Maintenance on the statements of income. Capitalized
pension amounts relate to employees working on capital projects and are included in Property, Plant and Equipment, Net. lmercompany allocations
are not included in the CL&P, NSTAR Electric, PSNH and WMECO net periodic benefit expense amounts. Pension and SERP expense reflected in
the statements of cash flows for CL&P, NSTAR Electric, PSNH and WMECO does not include the intercompany allocations and the corresponding
capitalized portion, as these amounts are cash settled on a short-term basis.

Nii

(Millions ofD<>llm;<)

Service Cost
l nteresl Cost
Expected Return on Plan Assets
Actuarial Loss
Prior Service Cost
Total Net Periodic Benefit Expense
lntercompany Allocations
Capitalized Pension Expense

(Millions ofDollars)

Service Cost
Interest Cost
Expected Retum on Plan Assets
Actuarial Loss
Prior Service Cost/(Credit)
Total Net Periodic Benefit Expense
l ntercompany Allocations
Capitalized Pension Expense

$

$
$

79.9
225,7
(310.8)
128.4
4.4
127.6
NIA
35.2

$

$

$
$
$

$
$

102.3
206.7
[278.I)
210.5
4.0
245.4
NIA
73.2

$
$
$

15.4
10.4
7.9

$
$
$

9.7
23.8
(38.1 )
II 6
0.7
7.7
7.6
3.0

WM ECO
3.5
10.3
( 17.9)
6.9
0.4
3.2
5. 1
2.4

$

$
$
$

24.9
48.3
(73.8)
55.9
1.8
57. 1
44.9
28.0

$

$
$
$

33 l s
58 0
(84.4)
58. 1
(0.3)
64,5 $

$

$
$
$

~8.4)

28.9

$
$

WM ECO

13. 1 $
23.6
(35.4)
21.6
0.7
23.6 s
10.5 s
7.3 $

4.7
10.0
( 17.4)
11.8
0.4
9.5
8.0
5.2

Pension an<l S£RP
For the Year Ended Dccembcr3J, 2012
NSTAR
Electric (I)
CL&I'
l'SNH

84.J $
198.3
(220.9)
172.4
7.9
242.0 $
2.2 s

NIA
$

13.6 $
41.3
(63.0}
23.5

$

Pension and SERP
for the Year £nded December 31 2013
NSTAR
CL&P
Electric'''
PSNH

NU111

$

20.2
50.S
(75.4)
33.7
1.8
30.8
26.7
17.6

$

NU

s

(Milliom rif Dt>llars)

Service Cost
Interest Cost
Expected Return on Plan Assets
Ac1Uarial Loss
Prior Service Cost/(Credit)
Total Net Periodic Benefit Expense
Curtailments and Settlements
lntercompany Allocations
Capitalized Pension Expense

Pension 11nd SERP
for the Year Ended Uecember 31, 2014
NSTAR
CL&I'
Electric
PSNll

70.6

$

s

30.3 s
58.9
(65.6)
63.1
(0.6)
86.1 $

21.8 $
51.2
(70.6)
49.6
3.6

55.6
42.8
26.8

$
$
$
$

02.3)
30.7

s
s
s

WMECO

4. 1
10.5
(16.4)
10,7
0.8
9.7

11.8 $
24.4
(28.2)
162
1.5
25.7 $

s

10.1

$

7-9

s

8.1
5. 1

111

NSTAR Electric's allocated expense associated with the NSTAR SERP was $3.2 mill ion and $3.6 million for the years ended December 31 ,
2013 and 2012, respective ly, and were not included in the NSTAR Electric amounts in tl1e tables above. For the year ended December 3 1, 2014,
the SERP amounts are now allocated to NSTAR Electric due to tl1e service company merger.

12)

NSTAR amounts were included in NU beginning April 10, 2012.

The following actuarial assumptions were used to calculate Pension and SERP expense amounts:
Pension and SERP
For t he Years Ended December 3 t,
2014

Discount Rate
Expected Long-Term Rate of Return
Compensation/Prog1ession Rate

2013

4.13% •
8.25
J .50 % .

4.85 % •
5.03 %
8.25 %
J .50 % 4.00 %

113

2012

4.24%

%
4,00 %

4.52 %
7.30 %
3.50 %

.
-

5.03 %
8.25%
4.00 %
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111e followin g is a summary of the changes in plan assels and benefit obligations recognized in Regulatory Assets and Olbllr Comprehensive lncome(OCI) as well as amoums in Regul atory Assets and OCI reclassified as net periodic benefit expense during the years presemed:
Amounts Reclassified To/from
Regul:otory N;sets
OCI
For ihe Years Ended Oeeember Jl,
1M1/lrrms oj'/)ol/ars)

1014

s

Actuarial (Gains)/Losses Arising During 1he Year
Actuarial Losses Reclassi fied as Net Period ic Benefil E~pense
Prior Service Co~t Reclassified as Net Penodic Benefit Expense

s

797 3
( l'.!2.8)
(4 '.!)

1013

2014

(635.2)
(2012)

2013

55.9
(5.6)

$

( 3.8 )

(28.9)
(9-1)

$

( 0 2)

(0.2)

The following is a summary ofthe remaining Regulatory Assets and Accumulated Other Comprehensive Loss amounts that have not been
recognized 11s components of net periodic benefi t expense as of December 3 1. 20 14 and 20 13, and the amounts that are eiq>ectcd to be recognized as
components in 20 15:
E~pccled

Regulatory A5se(S as of
December 31,
2014
2013

!M1lli1'11.< of/)QI/cm )

Actuarial Loss

$

1,811 .9
13 '.?

$

Prior Service Cost

AOCI as of

1,137.4
17.4

s

Exnecied

December JI ,
2013·
2014

2015
Ex~cnse.

149. l

$

93.S

43.2
1.0

$

o.~

3.5

201 5
£ r~ense

$

6.4
0.2

PBOP Plans: As of December] I, 2013, the fonded status of the NSTAR PBOP Plan was recorded on the NSTA R Electric & Gas balance sheet. As
of December 31 , 2013. all NSTAR employees were employed by NSTAR Electric & Gas, Oo Janu ary 1. 20 14, concurrent with the service company
merger, the PBOP assets and Ifabilities were attributed by parti cipant and transferred to the applkable company's balm1ce sheets. This change had 110
impact on the income statement or net assets of NSTA R Electric or NU. For the year ended December 3 1, 20 14, the NUSCO and NSTAR PBOP
Plans tire accow1ted for ttnder the multiple-employer approach, 'vilh each company's balance sheet retlccting its share of1he funded status of the
plans.
NU annual ly funds postretirement costs through tax deductible contributions to externa l trusts.

The following tables provide information on PBOP Plan bcnetit obligations, fair va lues of plan assets, and funded status:
POOP
As df December 3 l,
2014
2013

NU
(M1/1111ns cfDIJ/lo rs)
Change in Benefit Obligation
Benefit Oblfgation as of Beg.inning ofYe~r
Service Cost

( 12,S)
(49.5 )
(95.5)
4 7.6

InterdSt Cosl

Aquaria! Gain/(Loss)
Benefits Paid
Bcnetit Obligation as of End of Vear
C hange in P.BOP !'Ian !\ssets
Fair Value of Plan Assets as of Beginning of Year
Actual Return on Plan Assets
Employer Contribulions

s

( 1,147.9) $

$

826.S $
43.7
40.0
(47.6)
861.6 $

Benefits Paid
Fair V:1lue of Plan ASsct.s as of 'entl of \"eur
Funded Status as of December 31"

( 1,233.3)
(16 91

tl ,038.0) $

$

$
$

(47..1)
200,9
58.5
( l,038.0)

709. l

118.3
57.6

(58.5)
826.S
(2 1U )

(2853) $

POOP
As of December 31,
21114

2 0L3

N STAR

Change 111 oe.,elit Obligation
13~ncfit Obligation as of Beginning of Year
Docrcase/(lncrease) due to ll'!lllsl'er of<mployeesServic<t Cosl
Interest Cost
Actuarial Gain/{,LOS$)
Benefit> Paid
Benefit Obligation•• of End of Veor
Change ln POOP Pion Assets
Fair Value of Plan Assets as of Beginning of Yeai
(Dccrease)flnctcase due 10 tl'ansfcr of employees
Actual Return on Plan Ass-e1s
Employer Com:ributions
Be11efits Paid
fair Value of Plan Assets as of End of Vear
F1mded S talltS as of December s 1•

Electrlt

CL&P

(Millinm 0[0111/ars)

( 180.4)
3.7

$

$

s

~ 2 .1)

(3. l)

(8, 1)

(t9,4)

3.5
9..6
(173.9) $

(68.o)
17.9
(468.7)

151.3
(3.2)

$

4.2
(9.6)
149.0
(24.9)

l l 7.9)
336.5
(132.2)

s

(38,7)

s

s

( 180.~!

s

81.8

35.3
( 1.0)
1.6

s

132.2

(3. 1)
3.8

2.5

0.4

s

(2.3)
(4.0)
7.2
5.S
(93.5)

s

(0, 7)
(1.7)
3.3
29
(38.7)

69.5

s

31.0

(3.4)
(7.9)

PM>

(4. 1}
80.9
(10.9)

(42.5)

(1 00.l~

4 .1
(91.8)

s

s

( 196.8)

s

t9

s

s

s

( 1.9)
34.4
(2.2)

13.3
14.4

s
s

24.8
8.7

$

15 1,3
(29. 1)

6.0
1.2

13.4
4.7

(14.4)
$

WM£CO

VSNH

LO
(0..1}
(l.7)
1.3

18.4
19.3

s
s

(93.5)
4.3
(1.3}
(4.3)
( I. I}

3 16.7

6 ,3

s
s

s
(395.5)

CL.&1'

WMECO

PSNH

s

s

(5.8)
81.8
( 11.7)

s
s

(2,9)
35.3
(3.4}

During 2014, the Society of Actuaries released a series of updated mortality tables resulting from recent studies that measured mortality rates for
various groups of individuals. The updated mortality tables released in 201 4 increased life expecta11cy of plan participants by 3 to 5 years and have
tJ1e effect of increasing the estimate of benefits lo be provided to plan participants. The impact of this 11doption on NU's fimded status liability for the
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,vear ended December 31. 2014 was an increase of approximately $82 million. In addition, the decreases in the discount rates resulted in an increase
011 NU's funded status liability of approximately $110 mi llion. Partially otfserti11g these increases are the impact of other actuarial nssw11ptions.
The following actuaria l assumptions were used in calculating the PBOP Plans' year end funded status:
PRO P
As of December 31,
2013

2014
Discount Rate
Heallh Care Cost Trend Rate

4.22%1
6.50%

4.78 %

5. 10 %
7.00 %

PBOP £;.pense: NU charges nel' periodic posrretiremenl benefits expense to its subsidiaries based on the actual participant demographic data tbr
each subsidiary's participants. Benefit payments to participants and contributions are also tracked lbr each subsidiary. ll1e ac1ual invesunent return
in the trust each year is allocated to each of the subsidiaries annually in proportion to the investment return ex pected 10 be earned during the year.
For the years ended December 3 L 20 l 3 and 2012 (priorlo th.e service company 01erger). the net periodic postretirement expense of the NSTAR
PBOP Plan allocated lo NSTAR Electric was $4.6 million and $34.1 million_respectively.

The components ofnel periodic benefit expense for the PBOP Plans are shown beJow. The net periodic benefit expense and Lhe intercompnny
allocations Jess the capitalized portion of PBOP is included in Operutions nnd Maintenance on the statements of i11come. Capitalized PBOP amounts
relate to employees working on capital projects and are included in Property, Plant and Equipment, Net. lmercompany allocations are not included in
the CJ...&P, NSTAR Electric, PSNH and WMECO ner periodic benefit expense amoums. PBOP expense reflected in the stalemen is of cash flows for
CL&P. NSTAR Electric. PSNH and WM ECO does not include the intercompany allocations and t.he corresponding capitalized portion. as thest:
amounts are cas h settled on a short-ten11 basis.

NU

(Millmo.r cij /Jnllar.r/

Service Cost
Interest Cost
Expected Return on Plan Assets
Act uarial Lossl(Gain)
Prior Service Credit
Total Net Periodic Benefit Expense/lJ ncome)
l11tercompany Allocations
Capitalized PBOP Expensel(l ncome}

PBOP
Porthe Vear Ended Deoember31, 2014
NSTAR
Electric
PSNH
CL&l'

$

11.:i $
49.5
(63.3)
12.2

2.2

$

8. 1
(10.5)

4.2

(2.$)

8.l

$

4.0
3.8
1.8

$

NIA $
14

$

$

$
$
$

3.1 $
19.4
(25.9)
(0.5)
(1 .9)
(5. 8) $
0.8 $
(2.3) s

WM ECO

1.3 $
4.3
(5.4)
2.2

24
l.0
0,8

PBOP
For

NU

(MJl/i()ll$ OfDnff<lf'I)

Service Cost
Interest Cost
Expected Return on Plan Asse1s
Actuarial Loss
Prior Service Credit
Total Net Periodic Benefi1Expense
lntercompany Allocations
Capitalized PBOP Expense

$

16.9 $
472
(55.4)
26.0

s

32.6 $
NIA $
8.8 $

111

34 $
7.9
I JO. I)
74

W~ l li:CO

2.3 $
4.0
(5.2)
3.6

0.7
1.7
(2.3)
I. I

s

1.2
1.3
0.6

(2. 1J

$

$

15.7
49.0
(39.2)

s

36.0
$
$

8.6

s

7.1
3.9

$

s

4.7
1.6
1.3

$
$

PROP
For the Year Ended DecemberJt, 2012
CL&P
PSN H

NVl'I

(Mlll/<im c!j'Dollai>)

Service Cost
ln teresLCost
Expected Remrn on Plan Assets
Actuarial Loss
Prior Service Credit
Nei Transition Obligation Cost
Total Net Periodic Benefit Expen!.e
lntercompany Allocations
Capitalized PBOP Expense

1he Yenr Ended December 3J, 2013
CL&r
PSNB

(l.4)
122
7'.!.3 $
NIA $
26.6 $

3.0 $
9.2
(9. l )

7.5
6.1
16.7
7.9

8.2

$
$
$

NSTAR amounts were included in NU beginning April I0, 20 12.
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2.0
4.6
(4.6)
36
2.5
8.1
2.0
2.3

W.MECO

s

0.6
2.0

(2. IJ
l.~

$

s:
$

I3
3.0
1.5
1.6

$
$
$

OA

I7
(23)

0.5
0.3
0.7
0.2
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The following actuarial assump1ions were used to calculate PBOP expense amounts:
PBOP

For the Veal'$ Ended December 3 1,
2013

2014

Discounl Rate
Expected Long-Term Rate of Return

4.78 %

5.10 %

2012

4.58 %
7..30 %

4.04 %
4.35 %
8.25 %

8.25 %

4.84 %
8.25 %

As of December 31 , 2014 and 20 13, the health care cost trend rate asswnption used to detennine the PBOP Plans' funded status was 6.5 percent and
7 percent, respectively, subsequently decreasing to an ultimate rate of 4.5 percent in 2023. The health care cost trend rate assumption used to
1,,-alculate tbe PBOP expense amounts was 7 percent for the year ended December 3 1, 2014.
Assumed heal th care cost trend rates have a significant effect on the amounts reported for the health care plans. The effect of changing the assmned
health care cost trend rate by one percentage point for the year ended December 31, 2014 would have the following. effects:
One Percentage

One Percentage

Point lncrcasc

(Ml///1111< Qf Do/Um)

Effect on PBOP Obligation
Effect on Toial Service and Interest Cost Components

Point Decrease

J 112

$

(88.4)

$

5.3

(4.4)

The following is a s ummary oftbe changes in plan assets and benefic obligations recognized in Regulatory Assets and OC I as well as amoums
Regulatory Assets and OCI reclassified as net periodic benefit (expense)/income during tl1e years presented:

(Mf/lim>.< ofDollars)

Actuarial Losses!( Gains) Arising During the Year
Actuarial Losses Reclassified as Net Periodic Benefit Expense
Prior Service Credit Reclassified as Net Periodic Benefit 1ncome

s

in

Amounts Reclassified To/From
Re!!ulatory Assets
OCI
For the Ycurs £nded December JJ,
2014
20 13
2014
2013
115.1
$
(26W) $
0.4
S
( 1.9)

( 11 6)
2.8

(24.9)
2. 1

(0.6)

(1 .1)

·n1e following is a summary of the remaining Regulatory Assets and Accwnulated Otl1er Comprehensive Loss amounts that have not been
recognized as components of nel periodic benefit expense as of December 31 , 2014 and 20 13, and the amounts that are expected to be recognized as
components in 20 l 5:

(Milli<m< of[)olla/1'1)

Actuarial Loss
Prior Service Credit

$

Regutntory Assets us of
Detember 31,
2014
2013
$
192 .7
89.2

( l.8)

Expected
2015

$

(4,6)

Expense
6.9 $
(0.5)

AOCI as of
December 31,
201~
2013
6.0 $
6.2

Expected
20t5
Ex~cnse

$

0.3

Estimated Future Benefit Payments: The foll owing benefi t payments. which reflect expected filt1ire service, are eJqiected to be paid by the
Pens ion, SERP and PBOP Plans:
(Milliu11S uf Dullmw)

Pension and SERP
PBOP

2016

2015

$

244.5
58.7

$

2017

253.6 $
59.7

268.9

60.6

201 3

s

2019

'.!73.4
61.3

s

2020-2024

285.4

$

62.0

Ca111rib111ions: NU contributed $17 1.6 million to the Pension Plans in 2014, of which $ 101 milJjon was contributed by NSTAR E lectric. Based oa
the currem s tarus of the Pens ion P lans, NU expeccs lo make contributions of approximately $ 155 milljon in 2015, of which $5 million wi!J be
contributed by NSTAR Electri c and $1 milJjon will be contribute d by PSNH. The remaining $149 million is expected to be contributed by other NU
subsidiaries, primarily NUSCO.
NU contributed $40 million to the PBOP Plans in 20 14 and expects to make approximately $27 million in contnbutions in 2015. This amount will be
funded into the 401 (h) account and V EBAs up to the maximwn lax-deductible level permitted
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Fair llq/ue of Pension and PBOP Plan Assets: Pension and PBOP fonds are hdd in external trusts. Trust assets, including accumulated earnings.
must be used exclusively for Pension and PBOP paymenK NU's investment strategy for its Pension and PBOP Plans is to maximize the long-term
rates ofreru111 on these plans' assets wi thin an acceptab le level of risk. The investment strategy for each asset category includes a diversification of
asset types, fund strategies and fund managers and establishes target asset allocations that are routinely reviewed and periodically rebalanced. PBOP
assets are comprised of assets held in the PBOP Plans as well as SJ>ecific assets within the defined benefit pension plan trust (40 1(h) assets). TI1e
investment policy and strategy of the 40l(h) assets is cons is tent with those of the defu1ed benefit pension plans. NU's expected long-tenn rates of
rerum on Pension and PBOP Plan assets are b~ed on target asset allocation assumptions imd related expected long-rcm1 rates ofretum. In
developing its expected long-term rate of return assumptions for the Pension and PBOP Plans, NU evaluated input from consultaots, as well as longtenn i11flation assumptions and historical returns. For the year ended December 31, 20 14, management has assumed long-tenn rates of return of 8.25
percent for the Pension and PBOP Plan assets. These long-term rates of remm are based on the assllmcd rates ofrerum for the target asset allocations
as follows:
As of December 31. 201~ and 2013
Pension and Tu-Exempt PBO P Plan ~
Turl(et Asse{ Alloc.:ition
Assumed Rutt of Return

Equity Securities:
United States
trtternational
Emerging Marke1s
Private tqtuty
Debt Securitil;)S:

9%

24%

10%

9~1

6'~.

10%

10%

)3%

Fixed tncon1e
Hil,lh Yield Fixed Income
Emerging Markets Debt

15%

5%
7.5%

Real Estate and Other Assets
1-Jed~e Punds

']'('o

9~1a

6'%

7.5%
7.5%
7%

11%

The Taxable PBOP Plans have a tltfget asset allocation of 70 percent equity securities and 30 percent fixed income securities.
The following. table presents, by asset category, the Pension and PBOP Plan assets recorded at fair valut: on a recurring basis by the level in which
they are classified with in lhe foir value hierarchy:
U P•nsion Plans
of Occconber 3J.

fair Value •" leasutcmcnts as
2014

(Millinm o/Dnllars)
As.set Oucgory;

Equity Securities m
Pnvaie Equity
Fixed Income m
Real Estate and Olher Assets
I-ledge Funds
Total Master Trust Assets
Less: 401(h) PBOP Assets t>l
Total Pension Assets

4 [4.7

s

1,035.0

$

18.8

10.2

s

443.7

561A
132.0
20.0

s

1.748.4

2013

Level J

Lcvcl 2

292.2 $
367.9
7'.!2.0
265.8

2. 12:?.9

1.741.9 $
386.7
1,293.6
397.8

326.8 $
96.4
11.6

l,evcl 3

1.171.1

$

4,315.0

$

4,126. 5

s

434,8 $

Total

605. 1

255.5
300.3
589.5

88.2

288.5

376.7

4 16.9

4169

$

495.0

475.0

s

Level 2

l,;,vel l

Total

1,865.4

$

S

l ,754A
396.7
1,2062

1.8so.1 s___4'"".i_so_.9_

(188.5)
$

{165.0)
3,985.9

Fair ValueAteasurem~nts as of Dccemb~r J"l,
20!4

(Milflnm ofDoi/ors)
L~v~J

Asset Category:

Cnsh and Cash Equivnlenls

s

Equity Securities Ill

s

W

(21

\JJ

$

172.8

75. 1

16 J

11 0,0
19.4

2 4.9
78.J
15.0

120.2

$

Level I

$

I 04. l

Hedge Funds

Total
Add: 401\h) PBOP Assets 0\
Total PBOP Assets

To!JIJ

$

Priv!\le Equity

J'ixed Income 121
Real Escatc and Other Assets

20tJ
Level J

Le,•el i

I

302.2 $

352,0
:?4.9
204.4

58.4
25 1.7 $
$

11.1
110.3

s

34.4
58.4
674. 1 $

188.S
862.6

Le\'ol J

Levl!I 2

s

s

II
356.2

176.8

69. t

17.9

17.9

1197

51.5

J71.2
48.1
57.0

l4.2
121.4

Total

$

3](1.7

$

33.9
57.0
129 4 _s_ - "6""
6..;. ;1.s.;;..
165.0

s

826.5

United States. 1.ntemational and Emerging Markets equity securi ties classified as Level 2 include investments in commingled funds. Level 3
investments i nc lude hedge funds that are overlayed with equity index swaps and futures contracts and funds invested in eqL1 itles that have
redemption restrictions.
Fixed Income investments classified as Level 3 investments include fixed income funds that invest in a variety of opportunistic fixed income
strategies, nnd hedge funds that are overlayed with fixed income ·futures.
The assets of the Pension Plans include a 40l(h) account that has been allocated to provide health and welfare postretirement benefits Wlder the
PBOP Plans.

Effective January I, 2013, the NSTAR Pension Plan assets were trnnsferred Into the NUSCO Pension P lan ml!Ster trust. The NUSCO Pension Plan is
entitled to approximately 66 percelll' of each asset category in the master trust. the NSTAR Pension Plan is entitled to approximately JO percent of
each asset category in the master trust and the 40J(h) plans are entitled to approximately four percent of each asse1 category in tl1e master trust. For
the years ended December J I, 2014 and 20J J the NUSCO Pension Plan was entitled to $2,803.6 million and $2.. 750.4 million respective ly and the
NSTAR Pension Plan was entitled to $1,322.9 million and .$1,235.3 million, respectively. Also effective January l. 2013, the NSTAR PBOP Plan
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assets 'vere transferred into a master trUSI with the NUSCO PBOP Phm assets and assets were nllocated to each plan. For the years ended
December3l , 2014 and 2013, the NUSCO PBOP Plan was entit!ed to $399 million and $39 1 million, respectively. and the NSTAR PBOP Plan was
entitled 10 $463.6 mi llion and $435.5 millioo, respe01ively. CL&P, PSNl-1 and WMECO are alJocaled a portion of the NUSCO Pension and PBOP
Plan assets. NSTAR Electric is entitled to a portion of tbe NSTAR Pension ru1d PBOP Plan assets.
'TI1e Company values assets bas~d on observable inputs when available. Equity secw·ities, exchange truded funds and futures contracts classified as
Level 1 in the fair value hierarchy are priced based on the closing, price on the primary exchange as of the balwtce sheet date. Commingled ti.Inds
included in Level 2 eq11ily securities are recorded at the net asset value provided by tJ1e asset manager, wh ich is based on the market prices of the
underlying equity securities. Swaps are vahJed using, pricing. models l11al incorporate interest rates and equity and fixed income index closing prices

to deten11ine a net present value of the cash flows. Fixed income securities, such as govenunent issued securities. corporate bonds and high yield
bond funds. are included in Level 2 and are valued using pricing. models, quoted prices of securities with similar characteristics or discounted cash
tlows. The pricing models utilize observable inpu ts such as recent trades for the same or similur instruments, yield curves, discount margins and
bond structures. Hedge funds and invesu11ents in opponunistic fixed income funds are recorded al net asset value based on the va lues of the
underlying assets. The assets in U1e hedge f1111ds and opportunistic fixed income funds are valued using observable inputs and are classified as
Level 3 within t11e fni r value hiemrchy due to redemption restrictions. Private Equity investments and Real Estate and Ofher Assets are valued using
the net asset va lue provided by the partnerships, which are based on discounted cash tlows of the underlying. investments, real estace appraisals or
public market comparables of the underlying investments. These investments are classified as Level 3 due to redemption restrictions,

Fair Value Measuremenls Using Signiflcanl Unobservable Inputs (level 3): The following tables present changes in the Level 3 category of Pension
and PBOP Plan assets for the years ended December 31. 2014 and 2013:

(/'.·fillio11x of Dllllar.<)

Balance as of Januruy 1, 2013
Transfer Between Categories
Actual Return/(Loss) on Plan Assets:
ReJatin& lo Assets Still Held as of Year End
Relating 10 Assets Distributed Duri ng the Year
Purchases, Sales and Selllements
Balance as of December 31 , 2013
Actual Retum/(Loss) on Plan Assets:
Relating to Assets Still Held as of Year End
Relating to Assets Distributed Duri ng the Year
Purchases, Sales and Seulements
Balance as of December 31. 2014

s

Equity

Private

Securities

Equity

322.7

$

20.6
12.2
_ __:(c:.I.0:...0:..:..0:..:.)
s
255.5 $
(2.3)

39.0
----$
292.2

$

Balance as of January I, 2013
Actual Return/(Loss) on Piao Assets:
Relating to Assets Still Held as of Year End
Relating to Assets Distributed Duri ng the Year
Purchases, Sales and Settlements
Balance as of December 31. 2013
Actual Retuni!(Loss) on Plan Assets:
Relating to Assets Still Held as of Year End
Relating to Assets Distributed During the Year
Purchases, Sales and Settlem.:nts
Bnlanoe as of December 31. 2014

36.3

$

12.0
69. l

75.1

Equity
11.3

s

$

17.9

s

1.3
0.1
5.6
24.9

12.9
6.2

589.5

$

(3.6)

(6.2)

;28,3
(47.4)

s

265.8

NU PBOP Plans
Fixed
Real Estate and
Other AsselS
Income
26.7
32. 1

s

15.J
51.5

s

1.9

s

188.5

45.1
93.5
722.0

14.9
78.3

Hedge
Fund.s

$

3.9
(0.1)
3.4
33.9

$

1.560.0
137.6
31 , 1

JJ.4

s

(2.9J
122.0
416.9 s_ _ _ 1"""
,s_so_._1

13.5
( 15.2)
49.8
$

76.S
20.8
174,6

475.o "'s----'2'-=12""2"'
, .9""
Ucdge
Fund$

$

T<>tal

39.6
5.4

s

(2.8)
(2.2)

s

To\ul

418.9
(32.5)

34.0

s

4. 1

4.9

$

6.0

s

14.0
13.9
39.7
367.9

55~J

(1.0)
187.6
$

1.5
0.2

20.8

s

15 4
13.7
3.3
300.3

$

Pri,·:i tc

E11uity
Sec.oriries

(Mi/l/11m '!ffJ11/111rs)

161.9

NU l'ension Plans
Fixed
Rew I E~rntc and
Income
Other Ass_ets
315. 1 $
235.4
32.5

(IJ.9)
15.0 $

12.0
57.0
1.4

$

146.0

35.7
0.1
47.6

s - -229.4
--

7.S
(2. 1)

16.6

5$.4

s
251.7
-----

B.
Defined Contribution Plans
Effective January I, 2014. NU maintains one defined contribution plan on behalf of eligible participants. U1e NUS CO 40 Ik Plan. The NUSCO 40 I k
Plan provides for employee and employer contributions up to statutory limits. For eligible employees. U1e NUSCO 40 Ik. Plan provides employer
matching contributions of either I00 percent up to a maximwn of three pert-ent of eligible compensation or 50 percent up to a maximum of eight
percent of eligible compensation. For newly hired employees beginning iJJ 2014, 1he NUSCO 40Jk Plan provides employer matching contributions
of I 00 percent up to a maximwn of three percent of eligible compensation.
The NUSCO 401 k Plan also contains a K-Vantage feature on behalf of eligible panicipanlS, which provides an additional em ployer contribution
based on age and years of service. K-Yantage participants are not eligible to actively participate in the NU defined benefit plans.
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The total defined contribution plan employer matching contributions, including the K-Vantage program contributions. were as follows:
NSTAR

NUm

(Millir111s of /)ul/trf$)

2014
2013
2012

$

CL&P

29.7
37.0
25.7

$

Electrit

5,0
5 .1
4.8

$

l'SNH

6.3
8.5
9.0

$

3.2
3.3
3.3

s

WM ECO

1.0

1.0
0.9

(l> NSTAR amounts were included in NU beginning Apri l 10, 2012.
Allocations of NU common shares were made from NU treasury shares lo satisfy the NUSCO 40 I k Plan obiigation 10 provide I 00 percent of the
matching contribution in NU common shares. For treasury shares used to satisfy tlie NUSCO 40 I k Plan employer matching contri butions,
compensation expense is recognized equal to the fai r value of shares that have been allocated to participants, Any difference between the fair value
and the average cost of the allocated treasury shares is charged or credited to Capital Surplus, Paid In. For the years ended December 3 1, 2014, 2013
and 2012, NU recognized $22 million. $9.1 million and $8.9 million. respectively, of compensation expense related to treasury shares used to satisfy
the matching contribution.

C.
S hare-Based Pay ments
Share-based compensation awards are recorded using a fair-value-based method al the dale of grant. NU, CL&P, NSTAR E lectric. PSNH and
WMECO record compensation expense related to these awards. as applicable, for shares issued or sold lo their respective employees and officers, as
well as the alloca1ion of costs associated with shares issued or sold to NU's service compai1y employees and officers that s upport CL&P, NSTAR
E lectric, PSNH and WMECO.
Upon consum mation of lhe merger with NSTAR, t·he NSTAR 1997 Share Jncentive Plan and the NSTAR 2007 Long-Term Incentive Plan were
assumed by NU. Share-based awards granted under the NSTAR Plans and held by NSTAR employees and officers were generally converted into
o utstanding NU share-based compensation awards with an estimated fair value of $53.2 million. Refer to Nole 21 , "Merger of NU and NSTAR," for
further information regarding the merger 1rat1saction. Specifically, as of the merger c losing, and as adjusted by the exchange ratio, NU converted ( I )
outstanding NSTAR stock options into 2,664,894 NU stock options valued at $30.5 million, (2) NSTAR deferred shares and NSTAR perfonnance
sliares into 421.775 NU RSU's valued at $15.5 million, and (3) NSTAR RSU retention awards into 195,619 NU RSU retention awards valued at
$7.2 mill ion.
NU fncenlive Plans: NU maintains long-tenn equity-based incentive plans in which NU, CL&P, NSTAR Electric, PSNJ-1 and WMECO employees,

officers and board members are eligible to participate. The incentive plans authorize NU to grant up to 8,000,000 new shares for various types of
awards, including RS Us and performance s hares, to eligible employees, officers, and hoard members. As of December 31, 2014 and 2013, NU had
3, 112,020 and 3,440,590 common shares, re.spectively, availab le for issuance under these plans. NU also maintains an ESPP for eligible employee.s.
NU accounts for its various share-based plans as follows:
•

RSlJs - NU records compensation expense, net of estimated forfeitures, on a straight-line basis over the requisite service period based upon the
fair value ofNU's common shares at the dale ofgranL The par value ofRSUs is reclassified to Common Stock from APIC as RSUs become
issued as common shares.

•

Performance Shares - NU records compensutiou expense, nel of estimated forfeitures, on a straight-I ine basis over the requisite service period.
Performance shares vest based upon the e:o.\ ent to which Company goals are achieved. Vesting of outstai1ding performai1ce shares is based
upon both the Company's EPS growth over the requisite service period and the total shareholder return as compared to the Edison Electric
Instil1He (EEi) Index during t·he requisite service period. The fair value of performance shares is detennined at the date of grant using a lattice
model.

•

Stock Options - Stock options issued under the NSTAR lncentive Plan I.hat were omstanding immediately prior to the completion of the merger
with NSTAR converted into fully vested options to acquire NU common shares, as adjusted by the exchange ratio. The fair value of these
awards on the merger date was included in the purchase prke as it represented consideration trai1sferred in the merger. Accordingly, no
compensation expense was recorded for these stock options.

•

ESPP Shares - For shares sold nnder the ESPP, no compensation expense was recorded as the .ESPP qualifies as a non-compensatory plan.
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RSU.~: NU granted RS Us under the annual Jong-tem1 incentive programs that are subject to three-year graded vesting schedules for employees. and
one-year graded ves1i11g schedu les, or immediate vesting, for board members. RSUs are paid in shares, reduced by amounts sufficient to satisf)•
withholdin gs for income taxes, subsequent to vesting. A summary ofRSU transactions is as follows:
Weighted Average
Gr•nt·O~te

RSlls
(Units)

Outstanding as of Ja nua ry 1, 2012
Granted
Converted NSTAR Awards upon Merger
Converted from NU Performance Shnres upon Merger
Shares issued
Forfeited
Outstanding as of OClCember 31, 2012
Granted
Shares issued
Forfeited
Outstanding as of' December 31, 2013
Granted
Shares issued
Forfeited
Ouisranding as of December 31, 2014

fuir Vnlue

959.910
614,930
617.394
451,358
(363,779}
196,504)
2.183,319

$
.$

26.36
33.04

s
s

36.79
34.32
2905
34.97
31.99
39.56
32. 15

s
s
s

373,9~9

s

(891 ,129)
(29,689)
1.636,440
338,576
(567,209)
(27,060)
1,380,747

$

s

33.75

$

s

33.61
42.27

$

33.48

s

3962
35.67

$

As of December 31, 20 14 and 20 13, the number and we igh ted average grant-date fair value ol'unvested RS Us was 1,024,729 and $38.14 per share,
and I, I 62,2 16 and $36.58 per share, respectively. The nwnber and weighted average gram-date fair value ofRS Us vested and ei01er paid or deferred
during 20 14 was 437,887 and $37.36 per slmre, respectively. As of December 31, 2014, 356.0J 8 RSUs were fulJy vested and deferred and an
additional 973,493 are expected to vest.

Performance Shares: NU granted perfom1anoe shares under the annual long-term incentive programs that vest based upon the extent to which
Company goals are achieved at the end of three-year perfonnance measurement periods. Performance shares are paid in shares, after the
perfonnance measurement period. A summary of perfomiancc share transactions is as follows:
l'erformonce
Shares
{Units!

Outstanding u~ of January I, 2012
Granted
Converted to RS Us upon Melger
Shares issued
Outstanding us uf December 31, 2012
Granred
Shares issued
Forfeited
Outstanding as of December 31, 2013
Grnmed
Shares issued
Fortei1ed
Outstnnding 11s of December 3J. 2014

WtTghted ,\,.erage
Gt11nt- Oate
Farr Va lue

483, 133
~.935

(45 1,358)
(106,773)
150,937
191,96l
(150,944}
( J,526)
190,428
193,396
{2,009)
(6,171)
375,644

$
$

29.18
35.09
34.32
14 52
25.04
40.96
25.04
40.93
40.96
43.40
41.46
42.02
42.20

$

$
$

s
i
s
$

.$

s
$
$

Upon closing of the merger with NSTAR., 451.358 perfonnanoe shares wider 01e NU201 I and 2012 Long-Tenn Incentive Programs converted to
RS Us according to the tenns of these programs. Performance shares under the NU 20 10 Incentive Program were measured based upon a modified
perfom1ance period through the date of the merger, in accordance with lhe tem1s of the program, and were fully distribu1ed in 20 13.
The total compensation expense and associated future income tax bene fit recognized by NU, CL&P, NSTAR Electri c, PSNH and WMECO for
share-based compe.nsatiort awards are as follows:

NU

For the Years EndL'CI December 31 ,

(Mf/li1J11s ~{Doll<Irs)

1014

Compensation Expense
Future Income Tax Benefit

(Mi/lion;· of1J11/111rs)

Compensation Expense
Future Income Tax Benefit
!II

CL&P

20 12 l•)

2013

24.6
10.3

$

27.0
10.7

$

2014
NSTAR
Eloctric
PSNH

WM ECO

$

25.8
10.2

For the Ye•rs Ended December JI,
2013
NSTAR
CL&P
E.lc-crric
PSNIJ
WJ\fECO

20Jl

NSTAR
CL&P

l::lectric

PSNH

WlliECO

$8.T $7.4 $3.0' $1.3 s-6.8 r-7.5 $2.3"' r-IT $4.8 $7.4 $Ts $1.0
3.4

3. 1

1.3

0.5

2.7

NSTAR amounts were included in NU begimling April 10, 2012,
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30

0.9

0.5

l.9

2..9

0.7

0.4
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As of December 31, 2014, there was $15.7 million of total unrecognized compensation expense related to nonvested share-based awards for NU. $6.1
million for CL&P, $4.3 million for NSTAR Electric, $2 million for PSNH and $1 million for WMECO. Tb is cost is expected to be rcc.ognized
ratably over a weighted-average period of 1.65 years for NU. 1,68 years for CL&P, l.69 years for NSTAR Electric, I. 71 years for PSNH and 1.68
years for WM ECO.
For the years ended December 3 1, 2014 and 20 12. additional tax benefits totaling $9,5 million and $8.5 million increased 1..-asb llows trom financing
activities. For the year ended December 31 , 2013, additional tax benerits totaling $5.5 million decreased cash flows from financii1g activities.

S1ock Options: Stock options were granted under the NU ru1d NST l\.R incentive plans, Options cunently outstanding expire ten years from the date
of grruJt and are fully vested- The weighted average remaining contractual lives for the options outstanding as of December 3 1, 20 14 is 4.3 years. A
summary of stock option transactions is as follows:

Outstanding and £xercisabl e -Janu11ry l, 2012
Convened NSTAR Options upon Merger
Exercised
Outstanding and Exercisable - December 31, 2012
Exercised
Outstanding uncl Exercisable - December 31. 2013
Exercised
Outstanding and Exercisable - December JJ, 2014

Intrinsic \lulue

Weighted Average
Exerdsc Price

Options
47,374

2Ji64,894
(l , 166,511)
1.545,757
(324,382}
1,221.375
(1;!69,759)
351,616

(Millions)

18.78
23.99

$
$
$
$
$
$
$
$

22.53
24.92
20.97
25.97
25.68

26.69

$

18.7

$

6.7

$
$

16.4
9A

Cash received for options exercised during the year ended December 3L2014 lotaled $22.3 million. The tax benefit realized from stock options
exercised totaled $6,6 million for lhe year ended December 31. 2014.

Employee Share Purchase Plan: NU maintains an ESPP for eligible employee-s, which allows for NU common shares co be purchased by employees
at the end of successive six-month offering periods at 95 percent of the closing market price on the last day of each six-month period. Employees are
pennitted co purchase shares having a value not exceeding 25 percent of their compensation as oftl1e beginning oftl1e offering period up to a
specified limit. The ESPP qualities as a non-compensatory plan under accounting guidance for share-based payments, and no compensation expense
is recorded for ESPP purchases.
During 2014, employees purcbased40,779 shares at discounted prices of $41.61 and $41.71. Employees purchase<l 39,526 sha res in 2013 at
discounted prices of$38.69 and $42.19. As of December 31 , 2014 and 2013, 776,975 and 817. 754 shares. respectively, remained available for future
issuru1ce under the ESPP.
An income tax rate of 40 perceat is used to estimate the tax effec;t on total share-based payments determined under the fair value-based method for all
awards. T he Company general ly senles stock option exercises and fully vested RS Us and performance shares wllh either the issuance. of new
common shares or the issuance of common shares purchased in the open market.

D.
Other Retirement Benefits
NU provides benefits for retirement and other benefits for cenain current and past company officers of NU, including CL&P. PSNH and WMECO.
'Olese benefits are accounted for on an accnial basis and expensed over the service lives of the employees. The actuariall y-delem1ined liability for
these benefits_ which is included in Olher Long-Term Liabi lities on the balance sheets. as well as the related expense. are as follows :

NU
(Milllnit" ff/ Doi/ors}

2014

Actuarinl ly-Detennined Liability
Other Retiremenl Benefits 6xpe11se

For U1e Vcurs Ended Ooccmher JI,
:20l3

s

57.5
4.5

5L3
4.4

2012

$

54.6
4.7

For the Yen rs Ended Decl'mber 31,

(Millwns aj'Do//ars)
Acmarially-Detennined Liability
0~1er Retirement Benefits Bxpe11se

CL&P

$---o:4
2. 1

2014
NSTAR
Electric
PSNH

$ --

0.3

WMECO

C L&P

$"""2.6 S---o.2 $----o:4
0.9

io12

2013

0.4

2.5

121

PSNH

$

WMECO

2.3 $
1.0

0. 1
0.5

CL&J>

l'SNH

WMECO

S--o:4 $2.5 $o:2
2.6

1.0

0.5
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10.

INCOM E TAXES

The compo11011Ls of income tax expense are as follows:
NU

For the Years Ended Derentb<.r 31,

(Alil/ia11.1· ef/)111/ars)

2014

CuJTent Income Taxes
Federal
State
Total Current
Deferred Income Taxes, Net;
Federal
State
Total Deferred
Investment Tax Credits. Net
Income Tax Expense

s

2012111

1013

4.4
24.5
28.9

s

8.8 I>
{9.4)
(0.6)

406.8
36 5
443.3
(3.9)
468.3 $

(30.9)
17.6
(13.3)

386.2

'.'91.3
0 .8
292.1
(3.9)

45.4
431 ,(i
t4.1)
426.9 $

274.9

111 NSTAR amounts were incl uded in NU beginning Apri l I 0, 2012.

2014
NSTAR
£ 1ectric.
PSNll

CL&P

1Uil/1011.r qj'/Jollars)

C'11rren1 Income Taxes:
Federal
Stare
Total Current
Oefo1Ted Income
Taxes, Net:

s

4J
4.1

---

Federal

State
Tola I Deferred
Investmem Tax
Credits. Net
Income Tax Expense

(0.2)

138.0
(7. 1)
130.9

s

( 1.5)
133.5

s

75.0

s

20.2

~

88.0
20.1

--ws:I

(22.6)
(0.1)
(22.7)

For the Ye•rs Ended December 31 ,
2013
NSTAR
WM ECO

s

s

28.1

60
~

72.1

s

(0.5)
37.3

$

PSNH

WM ECO

s

$

13.4

----illi

I 14.9
15. I
130.ll

49.8
( 1.0)

64.5
11.2

~ --:;IT ~ ~

(1.7)
141.7

s

95.8
29.6

( 1.3)
172.9

$

s

7 1.1

( 53.4)
4.2
(492)

CL&P

(8.2)
3.6
(4 6)

$

(6.7)

--u

79.6
15.2
94.8

Electric

20.1

l.8

(1 .3)

s 202.0 s
-

1.9

CL&P

2012

NSTAR

84.7
2.3

(0.4)
37.4

--$

(47.8)
3. 1
(44. 7)

s

93.5
27.6
121.1

ll.4
(7. 1)
4.3

14 1.5
(0.5)

$

124.0

A reconciliation between income tax expense and the expected tax expense at the statutoiy rate is as follows:
NU
(Mtl/io11.< of /Jnllars.

Income Before Income Tax Expense
Statutory Federal Income Tax .Expense at 35%
T:ax Effect of Differences:
Depreciation
Investment Tax Credit Amortization
Other Federal Tax Credits
State Income Taxes, Net of Federal Impact
Dividends on ESOP
Tax Asse1 Valuation Allo,.,ance/Reservc Adjustments
Other, Net
Income Tax Expense
Effective Tax Rate
111

2014

e>:c~pr perc.:i•rag~~)

£

For the Yeors Ended December 31
2013
1.295.4

$

(5.6)
(3.9)
(3.5)
42.5

NSTAR amounts were included in NU b~gmnmg April 10. 2012.

122

$

27.6
(80)
(4.3)
(0.4)
426 .9
35.0%

2012 111
8080
282.8

(7.4)
(4. 1)
(3.7)

(8.0)
(2.9)

(3.7)
468.3
36.2%

s

427.2

453 .4

s

1,220.6

$

$

(0.9)

WM ECO

s

3.4

( 10 .8)
(3 .9)
(3 .8)
44
(6.4)
7.6
5.0
274.9
34.0%

(24.7)
3.4

-2 -5

~

46.5
12.0

51.2
2.7
53.9

-sIT

( 1.4)

( 1.9)

$94:4

PSN H

Electric

(0.5)

$61'.0 $

- -32.-l
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For the Yc:irs Ended Dettinber 31,
20 14
/Millli1m 11j'Dollors.

uxcctpl percemuges}
lucome Betore (ncome

Tax Expense

CL&I'

s

NSTA R
Electric

42 1.2

Sta1urory Federal Income
Tax Expense at 35%
147.4
Tax Effect of Differences:
Depreciation
(3 .6)
lnvestment Tax Credit
Amortization
(1.5)
0 1hcr Federal Tax Credits
State Jncome Taxes.
Ne.t of Federal Impact
4.4
Tax Asset Valuation Allowance/
Reserve Adjustmems
(6.3)
(6.9)
Other, Net
s 133.5
Income Tax Expense
Effective Tax Rate
31.7%

50>. I

176.8

(1.3)

2013

l'SNH

s

WM ECO

186.1

CL&l'

NSTAR
Electric

s

441,4

2012

PSNfl

s

182,5

95.1

421 . 1

65. I

33.3

147.4

154.S

63.9

0 .3

(0.2)

(7.0)

O. l

0.6

{0.5)

(l.?)

( 13)

(1 ,3)

(3.5)

WMJcCO

s

97,8

CL&P

s

34.2

9.8

5 .0

5,0

L6

0.4

(0.3)

(2.4)

40.0%

l 10.0

106.5

(9.0)
(0.4)

3.9.2%

33.6%

PSNH

s

157 9

WM ECO

s

86.6

55.3

30.3

(0.3)

0.2

(O.S)

( 1.4)

(1.9)

(3.8)

1&,6

9,6

J.2

0. 1

1.0

0.7

(0.6)

~

I3.4

10,0

4.0

1.6

$72.T S""'"37.3 Si4IT Si72.9" S7IT' S'.i77 s
38: 7%

3 14.2

(3.7)

26.2

202.0

s

304.2

0.4

s

NSTAR
Electric

39.2%

39.0%

38.2%

94.4

31.0%

s

2.0

(0.2)

124.0
39.5%

S6i':o
38.6%

$

(1.9)
32. 1
37. 1'%

NU, CL&P, NSTAR Elec.tric. PSNJ Tand WMECO file a consolidated federal income tax retw·n and unitary, combined and separate state income tax
renims. These entities are also parties to a tax allocalion agreement un der which taxable subsidiaries do not pay any more taxes than they would
have otherwise pa id had they filed a separate company tax ren1m, and subsidiaries generating tax losses, if any, are paid for their losses when
ul11ized.
Deferred tax assets and liabililies are recognized for the future tax effeclS of temporary differences between the carrying amounts and Lile tax basis of
assets and lia bil ities. The tax effect of temporary differences is accounted for in accordance with the rate-making treatment of the applicable
regulatory commissions and relevant accounting authoritative literature. The tax effects of temporary differences that give rise to the net
accumulated deferred income tax obi igations are as follows:
NU

As of December JI,

(Millions ofD<illm:i)

2013

1014

Deferred Tax Assets:
Empl oyee Benefits
Derivative Liabilities
Regulatory Deferrals - Liabilities
Al lowance for Uncollectible Accounts
Tax Effect - Tax Regulatory Liabilities
Federal Net Operating Loss Carryforwards
Purchase Accounting Adj ustmem
Other
Total Deferred Tax Assets
Less: Valuation Allowance
Net Deferred Tax Assets
Deferred Tax Liabilities:
Accelerated Depreciation and Other Plant-Related Differences
Property Tax Accruals
Regulatory Amounts:
Regulatory Deferrals . Assets
Tax Effect - Tax Regula1ory Assets
Goodwill Regulatory Asset - 1999 Merger
Derivative Assets
01her
Total Deferred Tax Liabilflies

$

632.2

s

$

199.6
366.7
60.5
10.0
59.1
126.2
198.7
1,653.0
5 .1
1,647.9

$

$

$

123

4,215.9
109.6
1,277.9
240.2
203.2
32.6
196.3
6,275.7

$

$

435.2
272.9
272.7
65.0
16.2
158.0
132.8
230.6
1,583.4
24.3
1,559. l
3,806.5
95 .1
1,146 7
248.2
211 5
30.1
157. l
5,695 .2
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Asof0ecember31 ,
2013

2014

/M///iu11r efDallar'I}

Defc1't'cd Ta.' Asseis:
Employee Benefits
Derivative Liabilities
Regulatory Deferrals · Liabiliues
Allowance for Uncollectible Accounts
Tax Effoc1· Tax Reg.ulmo1y Liabili1ies
Federal Ner Operating Loss Carryforwards
Orher
101al Defen'ed Tax As~e1s
Less: Vnl11a1ion Allowance
Net Deferred Ta~ Assers
Defdn'ed Tax Liabilities;
Accelern1ed Depreciation and Orher
Plan1-Rclarcd Differences
Property Tax Accruals
Regl1latory Amounts:
Regulatory Deferrals - Assets
Tax Effec1 - Ta~ Rcg11la1ory A~sCls
Goodwill Regulatoiy Asset · 1999 Merger
Derivative Assets
Other
')'0101Deterred Tax Liabiliries

NSTAI!
Electric

CJ,&P

s

s

129.0

193.0

5l8

$

46.8

WM ECO

s

9,1

CL&P

s

46..5

11.4

13.8
u;

3.2

J .8

61.5
31.2

2. 1
32.1
48.9
179.6

1.5
4.5
4.9

75.3

36.3

s

179.6

$

36.3

s

1.378.6 $
58. 1

1.296.\1
25.0

s

596.6

s

385.8

s

276.0
35.5

s

552. 1
23. 1
529.0
1.238.1
49.3

s

s

:us1.9

s

40.9

1.0
3.3

1.6

56.6

18.6

40,3

208 .~

158.5

8.3
28. I

208..1

s

158.5

s

s

1.179.4

s

526.6

s

604
9.3

550.4
160.1

25.3

7.1

276.2

109.3
16.3

29.0

0.5

35.6
803. 1

2.8
47 1.1

10.6
1.047. 5

26.4

36.0
181.6

s

(1 .8)
(2.9)

5.4

147 6
15.9

$

s

31.3

12.8

s

15.5
3. 1
2.1

7,.1

32.6
33.5
l ,841.3

s

WMECO

s

174.4

l9.4

38,3
3.3

114.7
15.4

4.7

258.5

502.3
166.9

l'SNH

Electric

51.0

s

481 .1

56.0
272.4

181.3

19.9
258.5

485. 1
4.0

s

PSN H

39.9
1.8

73,9
32.:>
3. 1

s

NSTAR

1.725.4

$

28.0
687.3

28. 1
361. I

5.9

49.3
1&2

s

2.6
4SS. I

Car1Jiforwards: The foll owing tabl es provide the amounts and expiration dates of state tax credit and loss carryforwards and federal tax cred it and
net operating loss carryforwards:

NU

(M1flion.< of Dollars)

Federal Nel Operating Loss
Federal Tax Credit
Federal Charitable Contri burion
State Tax Credit
State Loss Carryforwards
State Charitable Contribution

$

168.8
16.3

As of December 31,2014
NSTAR
CL&P
Electric
PSNH
WM ECO
$
$
12.7
s 91.8 ~
I I.I
0. 1
0.2

19.4

71.0

99.7

40.6
J ,]

Nll

(Mdlwns <1f'Dol/ars)

Federal Ner Operating Loss
Federal Tax Credit
Federal Charitable Con1ribu1ion
State Tax Credit
State Loss Carryforwards
State Charitable Conrnbution

$

451.3
8.0

$

CL&P
145.8

As qfDecember 31 1 20tJ
NSTAR
E.lectric
PSNH
WM ECO
$
53.3
s 161 8 s

7.6

33.7
104. 7

86 8

12.1
1.0

Ex~irn t ion

Range

203 1 - 2032
203 1 - '?.034
2016. 2018
2014 - 2019
'.2014-2034
2015 - 2018

Expiration Runge

2031 - 2032
2031 • ?.033
2015-2017
2013-2018
2013 - 2015
2015

Jn 20 14, the Company recorded a reduction to its s tate credit carryforwards of$1l mill ion (CL&P $10,l million), net of tax, as a result of au update
to reflect the amounts expired, Purther. the Company decreased its valuation allowm1ce reserve for state credits by $ 19.2 million at CL&P, net of tax.
to re flect an update for expired state credits and l;3test estimate of usage.
For 2014. state credit and state loss carryforwards have been partia ll y reserved by a valuation allowance of $4.4 mill ion (net of federal income tax).
for 20 13. state credit and state loss carryforwards have been partial ly reserved by a va luation allowance of$23.7 million tnet of federal income tax)

Unrecognized Tcrx Benefits: A reconciliation of the activity in unrecognized tax benefits. all of which would impact the effective tax rate if
recognized, is as follows:

NU

(Million< 11j'Dollurt)

Balance as of January 1. 2012
Gross Increases - Current Year
Gross Increases - Prior Year
Gross Decreases - Prior Year
Balance as of December 31 , 2012
Gross Increases - Current Year
Gross Decreases - Prior Year
Senlemenrs
Lapse of Statute of Limitations
Balance as of December 31, 2013

$

CL&P

73 .5

10.3
0, 1

$

46.5
2.5

(0.8)

83. 1
8.2
(I. I )

49.0
2. l

(49.8)
t2.2}

( 39.4)

38.2

11.4

(0.3)
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Gross Increases - Current Year
Gross Increases - Prior Year
Lapse of Statute of Limitations
Balance as of December 31 , 2014

2.7
0.2

9.3
0.3
( 1.6)
$

46.2

s

14.3

124
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!merest and Penalties; !merest on uncertain tax positions is recorded and generally classified as a component of Other Interest Expense on the
statementS of income. However. when resolution of uncertainties results in the Company receivh1g interest income. any related interest benefit is
recorded in Other Income.. Net on 01e statements of income. No penalties have beeo recorded. The amount of interest expcnse/(income) on uncertain
tax positions recognized and tl1e related accrued interest payable/(receivable) are as follows:
Other I nter·est
Expense/(lncome.)
(Mi//imrs ofOIJ//ors)

OA

S

(8.6/
(4.0)

s

As of Dtcember 31,
2014
2013

Accrued interest
E~pense

(fdi//iom

s

NUii>
CL&P
( ll

For the Years Ended OecemberJl,
2014
2013
2012

3. 1
13

NU
CL&P

I'/Doi/ors)

s

1.9

s

IS

NSTAR amomns were included in NU beginning April lO, 2012.

Tax Positions: During, 2014. NU did not resolve any of its uncertain lax positions.
During 2013, NU received a Final Determination from the Connecticut Department of Revenue Services (DRS) that concluded its audit ofNU's
Connecticut income tax returns for the years 2005 through 2008. The DRS Detenninat.ion resulted in total NU and CL&P after-tax benefits of$13.6
million and $6.9 millio11. re$pectively, that included a reduction in NU and CL&P pre-tax interest expense of$8. 7 million and $4 million, or $5.2
million and $2.4 million after-tax, respectively. Further, the income tax expense impact resulted in a tax benefit to NU an<l CL&P of$8.4 million
and $4.5 million after-tax. respectively.

Open Tax Years: The following t1lble summarizes NU, CL&P, NSTAR Electric. PSNH and WMECO's tax years that remain subject to examination
by major tax jurisdictions as of Dec.ember 31. 2014:
Oescrtption

Federal

Connectic\Jl
Massach uset1s

New Hampshire

Tax Years

1014
201 l 2014
2011-20 14
2011 - 20 14

NU estimates that during U1e next twelve months, differences ofa non-timing nature cou ld be resolved, resulting in a zero to $2 mill ion decrease in
unrecognized tax benefits by NU. These estimated changes are not expected to have a material h11pact on the earnings of NU. Other companies'
impacts are not expected to be material.
2014 Federal Legisfalio11: On December 19, 2014, the "Tax Increase Prevention Act of 2014" became law, which extended the accelerated
deduction of depreciation to businesses through 2014. Tb.is extended stimulus provides NU with cash flow bene lits of approximately $200 mill ion
(approximately $70 million at CL&P. $50milli on1lt NSTAR Electric, $35 million at PSNH, and $15 million at WMECO) in 2015.

2013 Federal leg1sfation: On January 2, 2013, the'' American Taxpayer Relief Act of 2012" became law, which Cl\1ended the accelerated deduc.tion
of depreciation to businesses through 2013. This extended stimulus provided NU wi th c.ash flow benefns of approximately $300 million
(approximately $95 million at CL&P. $85 million at NSTA R Electric. $35 million at PSNH. and $50 million al WMECO).
On September I 3. 20 13, the lntemal Revenue Service issued final Tangible Property regulations Oiat are meant lo sitnpJify. clarify and makt.: more
administrable previously issued guidance. NU is in compliance with the new reg.uJacions, bu t co111inues 10 evaluate several new potemial elections.
2013 Massachu~'e/ls: On July 24, 2013, Massachusetts enacted a lnw that changed the income tnx rate applicable to utility companies effective

January l , 2014, !Tom 6.5 percent to 8 percent. The tax law c hange reqttired NU 10remeasure1ts accumu lated deferred income taxes alld resulted hi
NU increash1g its deferred tax liability wiU1 an offsetting regulatory asset of approxhnately $6 l million at its utility companies ($46.3 million at
NSTAR Electric nnd $9.8 mill ion at WMECO),

11 .

COMMITMENTS A 1D CONTINGENCIES

A.
Envi ronmenta l M11tte1·s
General: NU, CL&P, NSTAR Electric, PSNH and WM ECO are subject to environmental Jaws and regulations intended to mitigate or remove the
effect of past operations and improve or maintain the quality of the environment. These laws and regulations require 1he removal or the remedy of
the e.ffect on the environment of the disposal or re.lease of c.ertain speci tied hazardous substances at cun'ent and fonner operating sites. NU, CL&P.
NSTAR Electric, PSNH and WMECO have an active environmental audithig and training program aod believe that they are substantially in
compliance with all enacted laws and regulations.
Environmemal reserves are accrued when assessments indicate it is probable that a liability has been incurred and an amount cru1 be reasonably
esthnated. The approach used estimates U1e liability based on the most like ly action plan from a variety of available remediation options, h1clu<ling
no action required or several different remedies ranging from cstablishh1g instirutional controls lo fltJI site remediation and monitorin~
These estimates are subjective in nature as they talce into consideration severnl different remediation options at each specific site. The reliability an<l
precision of these estimates can be affected by several factors, including new ii1fom1ation concerning either the level of contamination at the site, the
extent of NU. CL&P, NSTAR Electric, PSNH and WMECO's respons ibi lity or the extent of remediation required, recently enacted laws and
regulations or a change in cost estimates due to certain economic factors.
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The amounts recorded as environmental liabilities incl uded in Other Current Liabilities and Other Long-Tem1 Liabilities on the balance sheets
represent management's best estim ate ol'the liability for environmental costs, and take fnto consideration site assessment. remediation and long-temi
monitoring costs. The enviro1unentaJ liability also takes into aocounl nwurring costs of managing hazardous substances and pollutants, mandated
expenditures to remediate previously contaminated sites and any other inti"t:quent and non-recurring clean-up costs. A reconciliation ofthe activity i11
the e nvironmental reserves is as follows:
/M1/lw11.<cl}Do1/or.vj

Balance as of January I, 2013
Additions
PaymenlS/Reductions
Balance as of December 31 , 2013
Additions
Payments/Reductions
Balance as of December 3 1. 20 J4

s

39.-l
3.5

$

t7.5)

(4_8)

43.3

$

3.8

4.9
1.0

!:!

1.0
(0.6)

!O I)
Jl

$

WM ECO

PSNH

L7 $
0.2
(0.7)

3.7 $
0.'.2
(0.5)
3.4

35.-l
11.7
$

NSTAR Elmric

CL&P

NII

0.6

(0.5)

(0.l)

SA

0.4

0. 1

0.2

(0.3)

(0.1)
0.5

5,1

$

$

s

These liabilities are estimated on an undiscounted basis and do not assume that any amounts are recoverable rrom insurance companies or other third
panies. The envirorunental res.:rves include sites at different srnges of discovery and remediation and do not Include any unassened claitl'ls.
lt is possible thal new infon11a1ion or future developments c-0uld require a reassessment oftlie potential exposure to related environmen tal matters.
t\s this information becomes available, managemeut will continue to assess the potential exposure and adjust the reserves accord ing ly,
The number of environmental sftes and reserves related to these sites for which remediation or long-term monitoring, preliminary site work or site
assessment are being performed are as follows:
As or Occcmbcr JI, 20t4

As of December JI. 2013

Resenc

Rcscn'C
(io millions)

Num ber of Sites

Number of Sites

NU

65

CL&P

(6

NSTAR Electric

13
IJ

43.3
3.8
I.I
5.2

4

O.S

PSNH

WMECO

$

68

18
12
15
5

(in millions)

$

35A
34
1.2

5.4
0.4

lncluded in the NU number of sites aud reserve amounts above are former MOP sites that were operated s.:veral decades ago and manufactured gas
from coal and otber processes, which resulted in certain by-products remaining in the environme nt that may pose a potemial risk to human health and
the environment. The reserve balance related to these fonner MOP sites w11S $38.8 million and $31 .4 million as of Dcccmber3 I, 20 14 and 2013.
respectively, ;ind relates primarily to l11e. natunil gas business segmenL The increase in the reserve balance for the MGP sites was due to the
completion of the site assessment at three s ites. The assessments provided new information related to the ex1ent and nature of the contamination and
the costs of required remediation.
As of December 31 . 2014. for 5 enviromnent'dl sites ( l for CL&P, and I for WMECO) that are included in the Company's reserve Jbr environmenrnl
costs. the infom1ation known and nature of the remediation options ar those sites allow tbr the Compaoy to estimate the range of losses for
environmental wsts. As of December 3 1, 2014, $17. 7 mi llion ($ 1 million for CL&P and $0.3 million for WM ECO) l1ad been ac...---rued as a liabi lity
for these sites, which represent management's best estimates or the liabilities for environ.menial costs. These amounts are the best estimates witli.
estimated ranges of additional losses from zero to $24 million.
As of December 31. 2014. for 15 envi ronme111al sites (3 for CL&P. 3 for NSTAR Blectric ru1d 2 for PSNl I) that ar.: included in the Comp~ny's
reserve for environmental costs, management cannot reasonably estimate the exposure to Joss in excess of the reserve, or range of loss, as 1hese sites
are under investigarion and/or there is sign ificant w1certainty-as to what remedial aotions, if any. the Company may be required to undertake. As of
Oecember3 I, 20 14, $13.4 million ($1.4 million for CL&P, $0.2 million for PSNH) had been accmed as a liabilfty for l"hese sites. As of
December 31, 20 14, for the remaining 45 environmental sit~ ( 12 for CL&P, I0 for NSTAR Electric, 11 for PSNH, and 3 for WMECO) that are
included in U1e Company's reserve [or environmental costs, the $12.2 mi.Ilion accrual ($1.4 million for CL&P, $1. l million for NSTAR Electric, $5
million for PSNH, and $0.2 million for WMECO) represents management's best estimate of the liability and oo additio1\al loss is aniicipated,

CERCLA: Of the total environmental s ites. 9 sites (1 for CL&P. 3 for NSTAR E lectric and 3 for PSNH) are superfund sites under U1e federal
Comprehensive Environmema.1 Response, Compensa1ion and Liability Act of 1980 (CERCLA) and its an1endments or state equivalents for which U1e
Company has been noti·fled that it is a potentially responsible party but for which U1e site assessment aud remediation ure not being managed by the
Company. As of December 31. 2014. a liability of $0. 7 million accrued on these s ites represents management's best estin111te of its pote11tial
remediation costs wi1h respect to these superfund sites.

Environmental Rate Recovery: PSNH., NSTAR Gas and Yaokee Gas have rate recovery mechanisms for MG P related environmental costs. CL&P
recovers a certain leve l of environmental costs currently in rates but does not have an environm ental cost recovery tracking mechanism.
Accordingly, changes in CL&P's environmental reserves impact CL&P's Net Income. NSTAR Electric and WMECO do not have a separate
regulatory mechanism to recover environmental costs from its costomers, and changes in NSTAR E1ectric's and WMECO's environmental reserves
impact Net Income.

126

Page 186 of274

B.

Long -Te rm Co ntrnct un l A rrungem ents

Estimated Fuiure Annual Costs: The estimated future annual costs of significant long-1en11 contractual arrangements as of December 31. 2014 are
as foll ows:

NU
2015

(Mil/1011s of Dollar.<)

Supply and Stranded Cost
Renewable Energy
PeakerCfDs
Natural Gas Procurement
Coal. Wood and Other
Transmission Suppon Comm itments
Total

$

2016

196.6

$

204.3

26.3
133.7
99.0
$

25.9
685.8

$

2017

169.2
240.5
25.4
116.3
25.2
21.6

$

598.2

$

2018

10 1.9

$

239.6

$

38. 1
202.9

s

82.4

Total

$

653.5

1,994.6

3,086. l

85. I

438.4

15.0
21.3

130.3

62.2

10.5
45.6

25.8
1.9

31.9
5.0
21.2

5.0

19.0
421.6

·r hereafter

2019

65.3
204.2

$

327.6

21.3

$

290.0

$

2,198.4

151.1
$

4,521.6

CL&P
(Mifllo11s ofDoi/at$)

Supply and Stranded Cost
Renewable Energy
Peaker CfDs
Transmission Support Commitments
Yankee Billings
Total

2015

$

2016

134.3

$

61.2

70.3

26.3

25.4

10.2

8.5
0.8

1.4
$

2017

136.8

233.4

$

241.8

s

2018

79.0
71.3
10.5
7.5

s

169.1

123.4

$

8.4
0.9

0,9

s

Thereofrer

25.0
72.1

$

8.4

0.8
$

2019

42.0
72.1

s

106.4

s

43.6

T otQI

s

715.9

460.7
1,062.9

84

62.2
51.4

11.8

16.6

779.7

$_ _ _1o_
,6_53_.8_

NSTAR Eledric

(Mlllio11,, of/Jullar.<)

Supply and Stranded Cost
Renewable Energy
Transmission Support Commitments
Yankee Bi llings
Total

20 15

s

$

2016

2017

2018

85.4

99.9

8.1
0.5

6.7

4.8
96.9
5.9

0.3

0,3

34.3

128.3

$

$

14.1

121 .0

$

$

107.9

s

20 19

5.5

5.5

$

31.4

$

95.6

59.6

57.7

3 19.8

7 19.3

6.6

6.6

6.6

40.5

0.3

0.3

4.0

---$

To~l

Th•reafter

s

72.0

s

17.8

$

70.1

5

7.6
70.7
1.9
4.5
0.3

$

85.0

$

361 .8

5.7
$

861.1

PSNf.l

(Millions ofDoi/an;)

Supply and Stranded Cost
Renewable Energy
Coal, Wood and Other
Transmission Support Commitments
Yankee Billings
Total

20J6

2015

s

28.0

s

57.7

99.0
5.5

s

0.4
190.6

2017

18.3
67.9

$

69.0

70. l

25.2

5.0

5 .0

4.6

4.0

4.5
0.3

0.3
$

116.3

0.3
$

96.4

$

Thereafter

2019

20 18

18.1

$

97. 7

$

7.4

Total

$

97.2

932.4

1,267.8

15.0

151. 1
27.6

4.5
4.7

964.0

6.3

s

1,550.0

WM ECO

IMi///(lns of /)111/ors)

Renewable Energy
Transm ission Support Commitments
Yankee Billings
Total

2015

2016

$

2.4

s

l.8
0.2
4.4

2. 1
0.3

$

2.4

2017

s

$

$

2019

2018

s

l.6

1.7

0.2

0 .2

0 .2

4.2

s

2.4

4.3

$

$

Tomi

Thereafter

2.4
l.8

2.4

4 .4

$

26.5

$

1,8
3.0
31 .J

s

36.1

10.8
4 .1
$

51.0

Supply and Stranded Cost: CL&P, NSTAR E lectric and PSNH have various I PP contracts or pu rchase obligations for electricity, including payment
obl igations resulting from the buydown of electricity purchase contracts. Such contracts extend through 2024 for CL&P, 2030 for NSTAR Electric
aa d 2023 for PSNH.

In add ition, CL&P, along with Ul. has four capacity CfDs for a total of approximately 787 MW of capacity consisting of three generation projects
and one demand response project. The capacity CfDs extend through 2026 and obl igate both CL&P and U1 to make or receive payments on a
month ly basis to or from Lhe generation faci lities based on the di !Terence between a set capacity price and the capacity market prices received by the
generation faci lities in the lSO-NE capacity markets. CL&P has a sharing agreement with Ul, whereby Ul wi ll share 20 percent of the costs and
benefits of these contracts. CL&P's portion of the costs and benefits of these contracts will be paid by or refunded to CL&P's customers.
T he contractual obligations table does not include CL&P's SS or LRS, or NSTAR Electrio's or WMECO's default serv ice contracts, the amounts of
which vary w ith customers' energy needs. The contractual obligations table also does not include PSNH's shon-tenn power supply management.

Renewable Energy: Renewable energy contracts include non-cancellable commitments under contracts ofCL&P, NSTAR Electric, PSNH, and
WMECO for the purchase of energy and capacity from renewable energy facilities. Such contracts extend through 2035 for CL&P, 2030 for NSTAR
Electric, 2033 for PSNH and 2030 for WMECO.
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The contractual obligations table does not include long-tenn commitments signed by CL&P, NSTAR Electric and WMECO, as required by the
PURA and DPU, for tbe purchase of renewable energy and related products that are contingent on the future construction of energy faci lities.

Peaker CfDs: Jn 2008, CL&P entered into three CfDs with developers of peaking generation units approved by the PURA (Peaker CtDs). These
units have a total of approximately 500 MW of peaking capacity. As directed by the PURA, CL&P and Ul have entered into a sharing agreement,
whereby CL&P is responsible for 80 percent and UJ for 20 percent of the net costs or benefits of these CfDs. The Peaker CfDs pay the generation
facility owner the difference between capacity, forward reserve and energy market revenues and a cost-of-service payment stream for 30 years. The
ultimate cost or benefit to CL&P under these contracts will depend on the costs of plant operation and the prices that the projects receive for capacity
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and other products in tbe ISO-NE markets. CL&P's ponion ofU1e amounts paid or received under the l'eaker CIDs will be recoverable from or
refunded to CL&P's customers.

Natural Gas Procurement: Nlf's naturaJ gas distribution businesses have long-term contracts for the purchase, transportation and storage of natural
gas in the nonnal course of business as part of its portfolio of supplies. 111ese contracts extend through 2029.
Coal, Wood end Other; PSNH has entered i11 to various arrangements for the purchase of coal, wood and the transportation services for fuel suppl y
for its electric generating assets. Also included in the table above is a contract for capacity on tbe Portland Na1unil Gas Transmission.Sys tem
(PNGTS) pipeline that extends through 2018. The costs on this contract of$1 IA million are not recoverable from customers.
Transmission Support Commitments: Along with 0U1er New England utilities, CL&P, NSTAR Electric, PSNH and WMECO entered into
agreements in 1985 to suppon transmission and terminal fuoilitics that were built to import electricity from the Hydro-Quebec system io Canada.
CL&P, NSTAR Electric, PSNH and WMECO are obligated to pay, over a 30-yeRr period ending in 2020. their proportionate sha res oftJ1e annual
operation and maintenance expenses and capital costs of those facilities.
The total costs incurred under these agreements were as follows:
Ntl

FortheVenr~Ended

2014

(Mt/lion' o(/)<11/cm)

Supply and Stranded Cos1
Renewable Energy
Peaker CIDs

$

99.2
114.4
18. t
4825
120.5
25.0

Narnral Gas Procurement
Coal, Wood and Other

Transmission Suppon Commitments

Oecember3t,

2013

s

141.0
91.3
51.9
J49.M
112.6
24.9

216.8

48.7
59.3
24J J
105,2
24.8

For the Year$ Ende.d December 31,
2013

2014

CL&P

(M1/lwns{)[D1JIJ(Jr:\' )

Supply and Srr:mded Cost
Renewable Energy
Peaker CIDs
C<•al, \V(lod and OU1er
Transmission Support
Commitments
{I)

s

63.0

0.7

NSTAR
Eleetric
~
87.4

PSNH

s

26.0
263

WM.£CO

NSTAR
Elcctr.ic

CL&P

S"""3T S77:6

$

J2,4

S4 .9

29.0

WM.ECO

53

6 .4

60.2

1 t2.6
2. 1

9.R

WM ECO

4.1

59.~

120,5
7.7

CL&P

s-2.0 Sl5s2 ST63 s-30:5 s-o.9

51.9

18. 1

9.9

PSNH

s

2012
NSTAR
Ele<'lrk
PSNH

7.7

S.3

105.2
21

9,6

7.6

5.2

2.0

NSTAR amounts were included in NU beginning April 10, 2012.

C.
Contructu11I Obligations - Yankee Companies
CL&P, NSTAR Electric, PSNl-l and WMECO have decommissioning and plant closure cost obligations to tJ1e Yankee Compm1ies, which have each
completed the physical decommissioning ofthcir respective nuclear facilities and are now engaged in Lhe long-Lenn storage oflbeir spent foe!. TI1e
Yankee Companies collect decommissioning and closure costs through wholesale, FERC-approved rates charged under power purchase ug.reements
with several New Engla nd utilities, including CL&P, NSTAR Electric, PSNH and WMECO. These companies in tum recover these costs from their
customers through state regulatory commission,approved reian ratt:S.
CL&P, NSTAR Electric. PSNH and WMECO's percentage share of the obligations to support the Yankee Companies under FERC-approved rate
tariffs is the same as U1eir respective ownership percentages in the Yankee Companies, For further infonnation on the ovmership percentages, see
Note IJ, "Summary of Significant Accotu1ti11g Policies, Equity MeU1od Investments," to tJ1e financial statements.
The Yankee Companies have collected or are currently collecting amounts th al management believes ure adequate to recover the remai11ing
decommissioning and closure cost estimates for the respective plants. Management believes CL&P, NSTAR Electric and WMECO will recove r their
shares of these decommissioning and closure obligations from their customers. PSNH has already recovered its share of these cost$ from ils
customers.
Spent Nuclear Fuel Litig<1/ion:
DOE Phase l Damages-Jo 1998, the Yankee Companies filed separate complaints against the DOE in the Court of Federal Claims seeking.
monetary damages resulting from the DOE's failure to begin accepting spent nucleRr fue l for disposal by January 31. 1998 pursuant to the terms of
the 1983 spent fuel and high level waste disposal contrnets between the Yankee Companies and the DOE (DOE Phase I Damages). Phase I covered
damages fur the period 1998 through 2002. Following mu ltiple appeals and cross-appeals, in December2012, the judgment awarding CY APC $39.6
million. YAEC $38.3 million and MYAPC' $81.7 miUion became liual.
In January 2013, the proc~eds from the DOE Phase l Damages Claim were receive.cl by the Yankee Companies and transferred to each Yankee
Company's respective decommiss ioning trust. As a result ofNU's consolidation ofCYAPC and YAEC, the financial statements reflected an increase
of$77.9 mi llion in marketable securities for CYAPC and YAEC's Phase l Damage awards that were invested in the nuclear decommisslonfng trnsts
in 20l3.

In Jrn1e 2013, FERC approved CYJ\PC, YAEC and MY APC to reduce rates in their wholesale power contracts through the application of the DOE
proceeds for U1e benefit of customers. Changes to the terms of the wholesale power contracts became effective on July L 2013. In accordance with
the FERC order, CL&P, NSTAR Electric, PSNH and WMECO began receiving the benefit ofthe DOE proceeds. and the benefits have beeo passed
on to customers.
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On September 17. 2014. ia accordance with the MYAPC refund plan. MVAPC returned a portion of the DOE Ph:be I Damages proceeds to the
member companies. including CL&P. NSTAR Elecu-ic, PSNH. and WM ECO, in the amount of$3.2 Ollllion. $1. I million. SI .4 million and S0.8
million. respectively. These amounts reduced receivables at CL&P. NSTAR Electric. PSNH and WMECO.

DOE Phase If Damages - In December 2007, the Yanke.e Companies each filed subsequent lawsuits against the DOE seeking recovery of actual
damages incurred related to the alleged fa ilure ol'the DOE to provide for a pem1ane nt fadlily to store s pent nuclear fuel generated in years 2001
1hrn11gh 200R for CYAPC and YAEC and from 2002 through 2008 for MY A PC (DOE Phase II Damages). In November 20 13, the court issued a
final judgment awarding CY A PC $ 126.3 mi ll ion. YAEC $73.3 mill ion. and MY A PC $35.8 million. On January 14, 20 14. U1e Yankee Companies
received a letter from the U.S. Depa1tment of.lustke stating that the DOC: will not appeal Oie court's firrn l judgment.
In March and April 2014. CY APC, YAEC and MYAPC received payment of $126.3 million. $73.3 million and $35.8 million. respectively. of the
DOE Phase II Damages proceeds and made the required infonnational filing with FERC ia accordance with the process and methodolOg) outlined in
the 2013 FERC order. The Yankee Companies rerumed the DOE Phase ff Damages proceeds to the mernber companies. including CL&P, NSTAR
Electric, PSNH. and WMECO. for the bcneli1 of their respectne cu~tomers. on June I, 2014.
As of December 31. 2014, CL&P's refund obligation to customers of $65.4 million was recorded as an ofTsel to the deferred storm restoration costs
regulatory asset, as directed by PURA. NST /\R Electric's, PSNH's and WMECO's refund obligation to customers of $29. I million, $13.1 million
and $18.1 million. respectively, was recorded as a regulatory liability in each company's respective n:gulMtory tracker mechanisms. Refunds to
customers for these DOE proceeds began in the third quarter of2014. For further infom1ation, see Note 2. "Regulatory Accounting," to the finuncinl
statements.

DOE Phase Ill Damages - In August 20 13. the Yankee Companit:S each filed subsequent lawsuits against the DOE seeking recove1y of actual
damages incurred in the years 2009 through 20 12. The presiding judge issued a Pre-Trial Scheduling Order on September 3. 2014 1hat set the case
fonrial from June 30 lo July 2, 2015,
D.
G ua rantees and l nderuoifiealions
NU parent provides credit assurances on bchal f of its subsidiaries. includmg CL&P. NSTAR Electric. PSNH and \VMECO. in the fonu of guarantees
in the nom1al course of business.
NU provided guarantees and vanous indemnifications on behalf of e'<ternol parties ns a result of the salc:s of fom1er subsidiaries of NU Enterprises
and the tcrn1ina1ion of an unregulated business, with maximum exposures e ither not specified or not material.
NU also issued a guaranty under which, beginning at the time the Northern Pass Transmiss ion line goes inio commercial operation, NU will
g uarantee the financial obligalfons ofNPT under the TSA in an amount not to exceed $25 miUion. NU's obiiga tions under the guaranty eiq>ire upon
the filll, final and indefeasible paymenl of the guaranteed obligations.
Management does not anticipnte a material impact to Net Income as a result ofU1esc various guarantees and indemnifications.

'I he following table summari~es N U's guarantees of its subs1dianes. mcluding CL&P, NSTAR Electnc. PSNH and \VMECO. as of December JI ,
2014:

Subsidiary

Ocscrip1ion

Various

Surety Bonds

NUSCO and Rocky River Realty Company

Lease Pil)'ments for Vehicles and Real Estat~

111

fl)

Moximum E~posurc
(in millions)

.Expiration Datil!'

60.0

10 15-20 16

14.4

2019 and 2024

Surety boad exiiiratioo dates reflect tcnnination dates, the majority of which will be renewed or extended. Certain sur.:ty bonds contain credit
ratings I.riggers that '~ould require NU parent to post collarcral in the event that the unsecured debt credit ratings of NU are downgraded.

E.
FERC Base ROE Complaints
Beginning in 2011. several New England state attome) s general, stale regulatory commissions. consumer advOClltes, consumer groups. municipal
parties and other parties (the "Complainants") jointly filed three separate complaints at FERC. In the first complaint. liled in 2011, the Complainants
alleged that the NET Os' base ROE of 11 . 14 percent that was util ized sim.:e 2006 was unjust and unreasonable. asserted that the rate was e11.cessivc due
to changes in the capital markets, and soughl an order to reduce it prospectively from the date of the final FERC order and for the 15-month period
beginn ing October I. 20 11 to December 3 1. 2012 (the "firsl com pl aint refund period"), In Uie pursuant second and third complaints. filed in 20 12
ru1d 2014. respectively. the Co111plai113nts chall enged the NETOs' base ROE 11nd sought refimds for the 15-month periods beginning December 27,
2012 and Jul y3 1. 20 14. respectively.
In 2014. the FERC dctennined tbat the base ROE should be set at I0.57 percent for the first complaint refund period ond that a utility's total or
maximum ROE should not exceed tbe top ofU1e new zone of reasonableness (7.03 percent to I 1.74 percent). TI1e FERC ordered the NETOs to
provide refunds to customers for Uie first complaint refund period and ::.et the new base ROE of 10.57 percent prospecti\ely from October 16. 2014.
ln late 2014. the NETOs made n comphancc filing, and began refunding amounts from the first complaint period. inclusive of incentive ROE adders
that exceeded the l I. 74 percent as compared to the total company transmission ROE. Complainants have challenged the compliance ftling.
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As a result of the 111.:llons taken by the FERC and other developmt:nts io this matter, NU recorded reserves io 2013 and 2014 to recognize the potential
financial impacts of the first and second complaints. The Company is unable to determine any amoum related to the third complaint. The following
is a summary of the cumulative pre-tax reserves (excluding interest) established by the Company in 2013 and 2014:

of /)<J//CIM/
I" Complaint - Base ROE
2"" Complaint - Base ROF
Incentive ROE (I" and 2"" Complain!)
C11mnlot1ve Reserve

NU
For 1he Years Ended Dtctmb<rJI.
2013
2014
Total

(A/lflllHlj

s

23 7

s

1.1

s

:?4.9

'.!74

174

84

s

13 7

s

For the

\'can Ended Dtc•rnbtr JI,

12,8

s

370

8-1
607

s

1'STAR Electric
For lho \'tan Ended Deumbu JI,

CL&P
(M11/1mt1 n( ()11//11n)

111 Compla1111 - Base ROE
2"d Compl~int - Base ROE
lncen1iw ROb ( 1•1and 2"d Complatni)
C1miulatiw Reserve

!OIJ

s

12.8

$

TolJll

2014

0.5

s

s

13.5

13 s

6.7
20.7

6.7
33,S

$

$

5.7

s

s

5.7

$

PSN ll

of/.J<>llWI}

111 Compln1ni - Ba~c ROE
2•d Complamt - Base ROE
lncenuvc ROE ( I" :ind 2"d Complainn
Curnulauve Reserve

2013

$

., ,

-·~

()I

$

2.7

s

2.3

$

2.8

s

6.1

$

7.9

75

s

13.b

WM ECO
Toln l

2014

$

04
7.5

For the Years En dL'tl Oeumb~r 3 1 ,
(,~1111i1111.<

Total

2014

2013
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24
:? 7
.51

s
$

ror lhe Years Ended December J I.
2013
2014
Toltll
!9

2.9

$

s

0..2 $
3.7

L7

5.6

s

3, 1

3.7

1.7

8.5

As ofDecember 31, 2014. the cumulative reserves above do not rcncct refunds totuling $4.8 million 111 NU. $2.7 minion at CL&P, $1 million at
NSTAR Electric, $0.5 million al PSNH and $0.6 million at WMECO for the first complaint refund period
The aggregate after-lax net charge lo 2014 earnings resulting from the 2014 FERC orders totaled $22.-1 million at NU. $12A million at CL&P. $4,9
million at NSTAR Flectric. $1 .7 million at PSNH and $3.4 million at WMECO. In 2013, the aggrcga1c atkr-tax charge 10 earnings totaled $14.3
million al NU, $7. 7 million al Cl&P. $3.4 million at NSTAR Electric. $1.4 million at PSNI I and $1.8 million al WM ECO.
Although management is uncertain on the fmal outcome on the second and third complainlS regarding the base ROE and the incentive ROE adder,
management belle' cs the currcm reserves established are appropriate to reflect probable and reasonably csumable refunds.
F.
20H Comprehcnsi\•e Settlemen t Agreemen t
On December 31 , 2014, NSTAR Electric. NSTAR Gas and the Massachusetts Attorney General filed n comprehensive seulemeut agreement with the
DPU. TI1e comprehensive Settlc1m:nt agreement included resolution of the outstanding NSTAR Electric CPSL program filings for the periods 2006
through 2011. the NSTAR Electric and NSTAR Gas PAM and energy efficiency-related customer billing adjustments reported in 2012. and the
NSTAR Electric energy efficiency program filings regarding LBR for the periods 2008 through 2011. If approved by lhe DPU, NSTAR Electric and
NSTAR Gas will be required lo refund a total of$44.7 million to 1hetr respectiw cuslomers, which was included in regulatory liabilities as of
December 31, 2014. Upon the DPU's approval, NSTAR Electric will adjust its regulatory liabilities, which it expects will result in a benefit or $23
million in the lirst quarter of2015. Management expects a response rrom the DP1J in the first quanerof2015.
G.
Basic Service Bad Debt Adder
ln accordance with a generic 2005 DPU order, electric utilities in Massachusetts recover the energy-related portion of bad debt costs in their Basic
Service rates. In 2007, NSTAR 1; 1cctric filed its 2006 Basic Service reconciliation with the DPU proposing nn adjustment related to the increase of
ils Basic Service bad debt charge-offs. The DPU issued an order approving the implc1m:ntation of a revised Basic Service rate but instructed NSTAR
Electric to reduce dimibulion rates by an amount equal to the increase in its Basic Service bad debt chargc-oflS. This adjustment to NSTAR
Electric's dis1ribu1ion rates would eliminate the fully reconciling nature of the Basic Service bad dcbl adder.
In 2010, NSTAR Electric filed an appeal ofLhe DPU's order with the SJC. NSTAR Electric's position was Utal ii had fully removed the collection of

energy-related bad debt costs from its distribution rates effective January l. 2006. Therefore. no funhcr adjustmenl to distnllution rates was
warranted. In 2012, the SJC vacated the DPU order and remanded the matter lo the DPU for funhcr review.
As of December 31, 20 14. NSTAR Electric bas a total deferred regulatory asset of approximately $33 million of costs associated with energ_}-related
bad debt.
On January 7, 2015. the DPU issued an order on remand stating that NSTAR Electric had. iu fact removed cncrg)-related bad debt costs from
distribution rates t:ITective January I. 2006. The DPU order approved NSTAR Electric's 2005 and 2006 reconciliauon filings and ordered NSTAR
Electric and the Massachuscns Attorney General to collaborate on the submission of a proposal for the reconciliation of energy-related bad deb1 costs
for the open years of2007 through 2014 by April 7, 2015. Management expeclS Lo present a proposal to the Attorney General in the first quarter of
2015 \\ith a dc:cision from the DPU later in 2015.
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H.
Litigation nnd Lcg11I Proceedings
NU. including. CL&P. NSTAR Electric, PSNH and WMECO. are 111volvcd in legal. tax and rcgula1ory proceedings regarding matters arising in the
ordinal) course of business. which involve management's assessmen1 to detennine 1he probability of whelhcr a loss will occur and. if probable, its
best estimate of probable loss. TI1e Company records and discloses losses when these losses are probable and reasonably estimable. and discloses
matters \\hen losses are probnble but not estimable or when losses are reasonably possible. Legal cosLS rela1ed to 1he defense ofloss contingencies
are expensed as incurred.
12.

LEASES

NU. including Ct&P. NSTAR Electril:. PSNH and WMECO. has entered m10 lease agreements, some of" hich are capital leases. for the use of data
processing and office equjpmenL vehicles. service centen;. and office space. ln addi1ion, CL&P. NSTAR Electnc. PSNH and WMECO incur costs
associated\\ il11 leases entered into by NUSCO and Rocky River Reali) Com pan). ''hi ch arc included below in their respective operating lease rental
expenses and future minimum rental payments. These intercompany lease amounts arc eliminated on an NU consolidated basis. The provisions of
the NU. CL&P, NSTAR Electric. PSNH, and WMECO lease agreements generall) contain renewal op1ions Cenain lease agreements comain
payments impacted by the commercial paper rate plus a credit spread or the consumer price index.
Operating lease rcn1al payme111s charged to expense are as follows:
NSTAR
i-;u111

tM/11/ull.' t!f 1)01/01.•t

s

20 14

14.3
16.J
14 8

2013
2012
(IJ

Cl, &P

PSNll

Eluctrk

$

60 $
8.1

7,8
6.7

82

62

WM ECO

J.5
17
2.5

$

$

l.2

2.9
3.0

NSTAR amounts wen: included in NU begi1u1ing April 10, 2012.

Future minimum rental payments, excluding executory costs. such as propeny 1axes. srntc use taxes. insurance. and maintenance. under long·tenn
noncancclable leases. as of December 31, 2014 are as follows:
Opuutlng l..eascs
IMll/tOll< <>J f)(il/oriJ

NS1AR

NU

s

s

CL&P

20 I
176
146
10 5
8.6
:?2 5
939

s

20 15
2016

2.4

s

20 17
20 18
20 19

2. 1
2.1
2.0
3..5

20

14.3
4.9

13.4
5.0

'.?015
2016
2017

1018
1019

There:ifier
Fmure m1111mum lea..o;c payments

s

Cwpital L<tlstt
(ltltllwm or /)<11/of>)

:"IU

43

Thercaflcr
Future minimum lensc payments
Less amount rcprcscn1111g uucresl
Present value of future minimum lease payments

9.4

$

F.tM1rk

PSNH

100

38

88

26

77
5.8

15
l I
40
t7.J

CL&P

20
19

:!.2

s

s

47
104
47 4

s
s

s

\\ i\IECO

11
I0
0.8
0.6
0.5
1.5

5.5

$

s

L2

1.0
0.8
0.6
0.6
:?.5
6.7

PS:-111

0.4

OJ
0. 1
0, 1

20
2.0

3.5

8.4

$

0.9

s

0.9

CL&P cmered into certain contracts ror l11e purchase of energy that qualify as leases. These contracts do not have minimum lease paym.:rits and
Lhcrcfore arc not included 111 the tables above. However, such contracts have been inc:Juded in !he contractual obligations table in Note 11B,
''Commitments and Conungencics ·Long-Tenn Contractual Arrangements." to the financial statements.
13.

FAIR VALUE OF VI NA.t"ICIAL I 'STRUMENTS

The following me1hods and assumptions were used to estimate the fair value of each of the following financial Ulstruments:

P1·eferred Stock and long-Term Debt: The fair val ue ofCL&P's and NSTAR Electric's preferred s1ock is based upon pricing models that incorporate
interest rates and other market factors. valuations or trades ofsimilar securities and cash flow projections. The fair value oflong-tenn debt securilies
is based upon pricing models that incorporate quoted market prices for those issues or similar issues adjusted for market conditions. credit ratings of
the respective com panies and treasury benchmark yields. The fair values provided in the tables below are classified as Lt>vel 2 within the fair value
hierarchy. C3rrying amounts and estimated fair values are as follows:
As t>f Dtte1nber 3 1,

2014
1'L
(Mil/11111.1 11//)<1/111n)

Preferred Stock Not SubJCCL
10 M11ndntory Rcdcmpuon
Long-Tc1m Debi

s

2013

Carrying

F•ir

Carryine

Amount

Vs lue

Amounl

155.6
8,851.6

s

153.6
9,451.2

s

155 6
8,3 IO 2

f"alr
Value

s

152 7
8,443 I
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AS of Det'ember JJ. 201~
NSTAR Electrit
PSNll
Carrying
Carrying
Fair
Fair
Va lue
A m ount
Amounl
\'nlu•

CL&P
(A f////1111~ 1Jj /)111/mw)

Carrying

Fair

Amount

V:•luc

l'rdcrred Stock Not Subject

to Munda1ory Redemption
Long-Tenn Debt

$

11 6.l
2.842.0

s

1120

$

$

43 0

s

-! 1.6

1,993.5

1.797.4

3) 14.5

.

WMECO
Carrying

s

s

$

1, 137.9

l.076J

F~ir

V:t lu ~

A.mount

689.4

628 5

Asof0ecember31 , 2013
CL&P
Carrying
Amount

(1\/11/1•~" 11/ J)(>l/or..J

Preferred Stock Nm Sub1ect
to Mandatory Redemption
Long-Term Debt

'S

116.2
1.741.2

PSNll

NSTA R Electric

Fair
\'alJJ•

s

110.5

s

1,95~.8

C•rl')ing

Fair

Carrying

Amount

\"alue

A mount

s

43 ()
1.801 I

s

42.2

1 .0~9.0

1,888.0

W~lECO

Carrying

Fair
\ alur

Foir
Value

Amount

s
1,073 9

s

$

6294

MO l

Derivutive Instruments: Dcrivntive instruments are carried at fair value. For ti.ard1er information. see Note 4. "Derivative lnstrnments," to tht:
li111111c1al statements.

Ot/ler Financial fns1r11mems: ln vcstmenlS in marketable securities arc carried ut fair val ue. For forther infom1ation. see Note 5. "Marketable
Securities," to the financial statements. 111c: carrying value of other financial instnunents included in current assets and current liabilities. including
cash and cash equivalents nnd s pecial deposits. approximatt:s their fair value due to die short -term nalllrc of lhese instruments.
ee Note IH. "Summary ofSignificam Accounting Policies · Frur Value Measurements." for the fair val ue measurement policy and the fair value
hierarchy.

14.

ACCUl\ffLAT EO OTll ER COM P RE H E~Sl\'E

l~COME/(LOS

)

The changes in accumulated other comprehensive income/( loss) by com ponent. net of ta'< effect is as follows:
For the, Year Ended December 3t 1 20t 4
Unrealized
Gains/( Losses)
oennoo
Cash Flow
lledging
on Marketable
Benefit
Securities
l'lans
lnslrumeolll
0.4 .s
(320\ $
s t 14 4) s

For the

Qudli0cd

/M1/l10111 efLJ,,flarxJ
AOC! as of January l"

OCI Before Reclassifications
Amounts Reclassified from AOC!
NetOCl
AOCI as of Dccemb.:r J l"

03

s

20
2,0
(12.4)

OJ

s

0.7

s

t34 2)
39
(303)
t62 3)

Qu alilied

Cash Flo11
Hedging
Total
(46.0)

Instruments

s

( 16 4)

Yenr Ended Dccembe.r 31. 2013
Unrealized
C1in1/(Losscs)
Defined
Bcnen1
on M11rketable
Seturltics
Plan•
Total
(57.8) ~
t72 9)
1.3 $
s

(33 9)

s

5_9
(28.0)
(74.0)

(09)
10

2_0
( 14.4)

$

(09)
04

s

s

18_5

19.4
6.4
25.8
(32.0)

8~

s

269
(46 0)

NU's qualificd cash flow ht:dging lnstrumenis represent interest rate swap agreementS on debt issuan ces that were settled in prior years. The
se ttlement amount was recorded in AOCI mid is being al)lonizcd into Net Income over the tem1 oftl1e underl ying debt instrnment. CL&P. PSNH
aod WMECO continue to amort.ize interest rate swaps se11led in prior years from AOCI into lntcrest Expense over the: remaining ll ft: of the associated
long- tem1 debt. which are not nrnterial to their r.:spective financial statements.
The tax effecrs of Defined Benefit Plan OCI amounts before reclnssificalions, which relme to acn1arial gains and losses that arose during 20 14. 20 13
and 2012 were recognized in AOCI as net deferred ta.x assets of$22.3 million w1d $6.2 million io 2014 and 20 12. respectively. and net defi.:rred tax
liabilities of$11.4 million in 2013.
The following table sets fonh tl1c amounts reclassified from AOCI by component and the impacted line nem on the statements of income:
For the Years Endod December 31.
2013
2012
AmounL< ReclassiO"l
Amounts Reclouified
Amounts Recla$$llied
fromAOCI
from AOCI
from AOC!
2014

(Mlllwm of tlullor,,)

Qunl lfied Cash Flow Hedging lns1ruments
Tax Effect
Qual ified Cash Plow Hedging. Instruments. Net of Tax
Defined Benefit Plan Cos1s·
Amortization of Actuarial tosses
Amon1u1ion of Prior Service CoSI
Amonizat1on ofTranS1lion Obhgation
Total Defined Benefit Plan Costs
Tax ElTect
Defined Benefit Plan Costs. Net of Tax
1 otol Amounts Reclassified from AOCI, Net <1fta~

s

(J 4) $

( .4

s

$

(1.0)

s

(6,:2) $

(02)
(64)
25
(3 9)
$_ _ _ _ __ ....__

s

"
S -_ _ _ __.___.
(5 9) $

(3.4) $
1.4
(20)

$

( 10.5) $
(0 2)
(10.7)
4.3

(3.3)

l.3
(2 0)

(8.9)
(0.2)
(0 2)
(9 3)
35

(64) $

(5.8)

s

(7.Bl

(8.4)

State.men ts of Income
Line Item Im pacted
l n1eres1Expense
Income Tax Expense

Operations and Mam1enance 11>
Oper1Uions and Mnin1enance II>
Operanons and Maintenance 11 >
Income Tax Expense
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TI1ese amounts are included in Lhe computation of net periodic Pension. SERP and PBOP costs. Sec Note 9A. "Employee Benefits - Pension
Benefits and Postretiremenl Benefits Other Than Pensions." for further infomiation.

As of December 31. 2014. it is estimated that a pre-tax amounl of$3.5 mil hon ($0.7 million for CL&P, $2 million for PSNH and S0.6 million for
WMECO) wil l be reclassified from AOCI as a decrease to Net Income overthe next 12 months as n result of the amortization of the interest rate
swap agreements. whicl1 have been sci Lied. In addition, it is estimated thac a pre-tax amount of$6,9 million will be reclassified from AOCJ :is a
decrease lo Net Income over the next 12 months as a result of the amortization of Pen~ion. SERP ruid PBOP costs.
15.

DIVIDEND RESTIUCTIONS

NU parent's ability 10 pay dividends may be affected by certain state statutes. the abilit) of its subsidiaries to pny common dividends and the leverage
restriction tied 10 iLS consolidaLcd total debt Lo total capitalization ratio requirement in its revolving credit ag1eement.
CL&P. NSTAR Electric. PSl'fH and WMECO ore subject to Section 305 of the Fedenil Power Act thm makes ii unlawful for a public utilit) to make
or pay a dividend from any funds "properly included in its capital account" Management believes thnt this Federal Power Act restric1ion. as applied
to CL&P, NSTAR Elecuic, PSNJ I and WM ECO, would not be eonstrued or applied by ihe FERC' to prohibit the payment of dividends for lawful nnd
legitimate business purposes from retained earnings. !n addition. certain state statutes mny impose additional lim11ations on such companies and on
Yankee Gas and NSTAR Gas. Such stole law restrictions do not restrict payment of dividends from recained earnings or net income. Pursuant to the
joint revolving credit agreement of NU, CL&P. PSNH. WM ECO. Yankee Gas and NSTAR Gas, and the NSTAR Electric revolving credit
agreement, each company is required to main tain consolidated total debt to total capitalization ratio of no greater than 65 percent at all times. As of
December 31. 2014, all companies were in co111plianoe with such covenant. The Retained Earnings balances subject to these restrictions were $2.4
billion for NU. $1.1 billion for C l~ &P, $ 1.5 billion for NSTAR Electric. $486.5 million for PSNH and $ 178.8 mill ion for WM.ECO as of
December 31. 2014. As of December 31. 20 14, NU, CL&P, NSTAR Elecuic, PSNl L, WMECO, Yankee Gas and NSTAR Gas were in compliance
with all such pro,·isions of the revolving credit agreements that may restrict the pa) meJ1l of dividends. PSNH is forthcr required to reserve an
additional amount under its FERC hydroelectric: license condiLions. As of December 3I , 2014. $13 million of PSNH's Retained Earnings was subject
to rcstnction under its FERC hydroelectric license conditions and PSNH "as in compliance with this provision.
16.

COM.MON SHARES

The following table sets fonh the NU common shares and the shares of common stock of CL&P. NSTAR Electric. PSNH and WlvlECO that were
autl1orized 1md issued and the respective per share par values;
Shores

or

Per Sh11rr
Par Volur

Nll
CL&P
NSlAR Electric
PSNH
WM ECO

s
s
s
s
s

Cssucd

Authori"zed
OS December 31,
2014 and 2013

5

10
I
I
25

as of December 31,
201-1

333,359.172
6,035.20.5
100
301
434.653

380.000.000
24,500,000
100,000.000
I00,000,000
1.072.47t

l0 t3

333.113,492
6.035.205
100
301
-1 34,653

As of December 31, 2014 and 2013. there were 16.375.835 and 17.796.672 NU common shares held as treasuC) shares, respectively. As of
December 3I.2014 and 2013. NU common shares outstanding were 316.983,337 and 315,273.559, respectively
17.

PREFERRED STOCK NOT SUBJECT TO MANDATORY REDEMPTTON

The CL&P a11d NSTAR Electric preferred stock is not subject to mandntory redemption and is presented as u 11011co11trolli11g interest of a subsidiary
in NU's fmancial statements.

CL&P Pre/erred Stock: CL&P's charter authorizes it to issue up to 9 million shares of preferred stock ($50 par value per share). The issuance of
additional preferred shares would be subject to PURA approval. Preferred stockholders bave liquidation rigl11s equal to the par value of ihe preferred
stock. \\hich they would receive in preference to any discribuLions 10 any junior stock. Were there to be a shortfall. all preferred stockholders would
share ratably in available liquidation assets.
NSTAR Eleclric Preferred Swck: NSTAR Electric is authorized to issue 2,890.000 shares (SI 00 par value per share). NSTAR Electric has two
outstunding series of cumulative prtferred stock. Upon liquidation, holders of cumulative preferred stock are entitled to receive a liquidation
preference before any distribution to holders of common stock. The liquidation preference for each outstand ing series ofcmnulative preferred stock
is equal Lo the par val ue, plus accrued and unpaid dividends. Were I hero to be n shortfall, holders of cumula1ive preferred stock would share ratably
in available liquidation assets.
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Details of preferred stock not subject to manda1ory redemption are as follows (in millions except in redemption price and shares):
Series
Cl.AP
s 190
$ 2.00
s 2.04
s 2.20
3 90 %
s 2.06
s 2.09
4 so %
4 96 •o
4 50 '1'
528 •·o
s 3 24
6.56 '10
Total CL&P

Red<mption Pritt
Per Share
Series of 1947
Series of 1947
Series of 1949
Series of 1949
Series of 1949
Series E of 1954
Series F of 1955
Series of 1956
Series of 1958
Series of 1963
Series of 1967
Series G of 1968
Series of 1968

NSTAR Electric
4.25 % Series
4 78 % Series
Torn! NSTAR Electric
Fair Value Adj ustment due to Merger with NSTAR
Total NU - Preferred Stock of Subsidiarie.~

s

s
s
s
s
s

52.50
54.00
52.00
52.50
50.50
SJ.00
51.00
5075
50.50
50.50
51 43
51 84
51.44

$
$

103.625
102.80

$
$
$
$
$
$
$

As of Dttember 31,

Shares Ourstanding as of
!>«ember 31, 2014 and 2013

20IJ

201-1

163,9 12
336,088
100,000
200,000
160,000
200,000
100,000
104,000
100,000
160,000
200.000
300,000
200,000
2,324,000
180,000
250,000
430.000

s

5.2
5.0
80
100
150
10.0
116.2 $

8.2
16.8
5.0
10.0
80
10.0
5.0
5.2
5.0
80
100
15 0
10.0
116.2

18.0 s
25.0
43.0 $
(J.6)
155.6 $

18.0
25.0
43 0
(3.6)
155 6

82
16.8
5.0
10.0
8.0
10.0

$

s.o

s
$
$
$

COMMON SHAREH OLDE l~s· EQUITY AND •o ' CONTROLLI 'G INTERESTS

18.

A summary of the changes in Common Shareholders' Equity and Noncontrolling Interests ofNU is as follo"s:

(~ /11/Jom

of Dollars)

Balance as of Jnnuary 1, 2012
Net Income
Purchase Price of NSTAR (ti
Other Equity Impacts of Merger with NSTAR 121
Dividends on Common Shares
Dividends on Preferred Stock
Issuance of Common Shares
Contnbut1ons to NPT
Other Transacuons, Net
Net Income Auributable to Noncontrolhng Interests
Other Comprehensive Loss
Bulance as of December 31 , 2012
Net Income
Dividends on Common Shares
Dividends on Preferred Stock
Issuance of Common Shares
Other Transactions, Net
Net Income Attributable to Noncontrolling Interests
Other Comprehensive Income
Balance as of December 31, 2013
Net Income
Dividends on Common Shares
D1v1dcnds on Preferred Stock
Issuance of Common Shares
Other Transactions, Net
Net Income Anributable to Noncontrolling Interests
Other Comprehensive Loss
Balance as of December 31, 2014

s

Common
Shartholders'
£gui1y
4,012.7
533. 1
5.038.3
3.4
(375.5)
(70)
13.3

s

Nonconlrolling
Interest
3.0

Tot•I
~llil2'.

$

.39 4

(3 4)

(375.5)
(7 0)
13.3
03
21 I

03
2 11
(0 I)

l7 0)

7.0

OJ

(2.2)

s

4,0 15.7
533. 1
5,038.3

Noncontrolling
InterestPreferred Stock
of Subsidiaries
$
116.2

9,237 I $
793.7
(462.7)
(7.7)
II. I
13 2

-

s

(2.2)
9,237 1
793.7
(462.7)
(7.7)
I I.I
13.2

s

155.6
(7,7)
7.7

s

26.8
9611.5
827 I
(496.5)
(7.S)
6.6
636

26.8

s

-

s

9611.5 $
827 I
(496.5)
(7.5)
6.6
63.6

155.6
(7.5)
7.S

$

(28.0)
9,976.8 $

- s

p8.0)
9,976.8

s

155.6

(I)

On April I 0. 20 12. NU issued npproxima1e ly 136 million common shares to the NSTAR shareholders in co nnection with the merger. See
Note 2 1, "Merger of NU and NSTAR," for further iafonnation.

(2)

The preferred stock of NSTAR Electric is not subject 10 mandatory redemption and has been presented as a noncontrolling in1eres1 in NSTAR
Eleccric in NU's financial statemt:nls. In addition, upon completion of the merger. an NSTAR subsidiary that held 25 percent ofNPT was
merged into EETV, resulting in EETV o\\11ing I00 percent of NPT. Accordingly. the nonconlrolling interest balance was eliminated and I00
percent ownership ofNPT was renected in Common Shareholders' Equity

For the years ended December 31. 2014, 2013 and 2012. there was no change in ownership of the common equit) ofCL&P and NSTAR Electric.
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19.

EARNINGS PER SIL\RE

Basic EPS is co111puted based upon the weighted average number of common shares outstanding during each period. Diluted EPS is computed on the
basis of the weighted average number of common shares outstanding plus the potential dilutive effoct of certain share.based compensation awards as
if they were converted into common shares. For the years ended December 3 1. 2014. 2013 and 20 12, there were 3.643. l.575 and 4,266.
respectively, antidil\ltive share awards excluded from the c.omputation.
The following table sets forth the components of basic and diluted EPS:
For the Ve!lro Ended Decemher31,

(Millil)JI.' of Oallm~.

1JX<'<:/J1

1014

<hare l11fvrma1JM)

Net Income Attributable co Conrrolling Interest
Weighted Average Common Shares Outstanding;
Basic
Dilu1iv11 EITect
Diluted
Ba~ic !:PS
DllutedEPS

$

$

786.0

$
$

315,3 11 ,387
899,773
316..21I , 160
249
2.49

316, 136.748

1,280.666
$
$

2012

2013

819.5

317,417,414
2.59

258

$

525.9

$

2 77,209,819
783 .812
277,993 ,631
1.90

s

1.89

On April 10, 20 12, NU issued approximately 136 million common shares as a result of the merger with NSTAR, which are rellected in the weighted
average common shares outstanding.
RSUs and performance shares are included in basic weighted average common shares outstanding as of the date that all necessary vesting conditions
have been satisfied. The dilutive effect of un vested RS Us and perfomrnnce shares is calculated using the trea~ury st0ck method. Assumed proceeds
of these units under the treasury stock method consist or lhe remaining compen sation cost to be recognized and a theoretical tax benefit. The
tl1eoretical tax benefit is calculated as the tax impact oflhe intrinsic value of the units (the differe11ce between the market value of the average units
outstanding for the period. using the average market price during the period, and the grant date market value).
The dilutive effect of stock optio11s to purchase common shares is also calcalmed using the treasury stock metbod. Assumed proceeds for stock
options consist of cash proceeds that would be received upou exercise. and a theoretical tax benefit. The theoretical tax benefit is calculated as the
tax impact of the intrinsic value of the stock options (Ilic difference between the market value of the average stock options outstanding for the period,
using the average market price during the period. and the exercise price).
20.

SEGMENT I NFORMATION

Prese11ta1ion: NV is organized between the Elec.iric Distribution. Electric Transmission and Natural Gas D istribution reportable segments and Other
based on a combjnation of factors, Including the characteristics of each segments' products and services, the sources of operating revenues and
expenses and tbe regu latory environment in which each segment operates. These reportable segments represented substantially al l ofNU's total
consolidated revenues for the years ended December 31 , 2014, 20 13 and 2012. Revenues from the sale of electricity and natural gas primnrily are
derived from reside11tinl, comrncrcial and industrial customers and an: not depc:ndenl on any single customer. The Electric Distribution reportable
segment includes the generation activities of PSNH and WMECO.

The remainder of NU's operations is prese11ted as Other in the tables below and primarily consists of I) the equity in earnings of NU parent from its
su bsidiaries and intercompany interest inoome, both ofwhioh are eliminated in consolidation. ru1d interest expense re lated to t11e deb! ofNU parent,
2) the revenues and expenses of NU's service compw1y. most of which are elimi.n11ted in consolidRtion; 3) the operations of CYA PC and YAEC, 8Jld
4) tbe results of other non-regu lated subsidiaries. which are not part of its core busu1ess.
Cash tlows used for invesnnents in plant included in the sflgment lnfom1ation below are cash capital expenditures that do not include runou.nts
incurred but not paid, cost of removal. AFUDC related to equity funds. and the capitalized portions of pension expense.
NU's repo1table segments nre determined based upon U1e level at whic)1 NU's chief operating decision maker assesses performance and makes
decisions about the allocation of compru1y resources. Each ofNU's subsidiaries, including CL&P, NSTAR Electric, PSNFf and WMECO, has one
reportable segment. NU's operating segments and reporting units are consistent with it..s reportable business segments.
NSTAR amounts were included in NV beginnu1g April 10. 20 12.
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NU's segment in formation is as follows:
For the Year Ended December J I, 201~
EIL>ctric
rMi/11011.v of /Jv/1111,1)

Operating Revenues
Deprecialion and Amonizmion
01her Oper3tmg Expenses
Operating Income
l ntcrcst Expense
ln1eres1 lncome
Other Income, Net
Income Tax (Expensc)!Benefil
Netlncomc
Net Income AUnbulable
to Nonconrroll ing Interests
Net Income Annbutable
to Comrollmg Interest
Total Assets (as of)
Cash Flo\' s Used for
lnvestmen1s in Plant

Distribution

$

5.663.4
(384 6)
(4.366 2)
9126
(19161
5. 1
10.7
(269.7 )
467 I

s

uturn l Gn•
Oi' tribullon
1,007.3
(68. I)
(786.7)
1525
{34.0)

s

( )().I I)

0.9
103
( 174.5)
298.2

0.2
~46.4)

72.3

(4.7)

$

s
s

Transmission
1,0 18 2 $
( 150 5)
(302 I )
565.6

Other

Eli min111ion~

790.9 $
(42 I)
(748.0)
08
(36.6)
36
9 160
22.3
906. 1

(737 9) $
19.9
719.3

1.3
4.2
(3.6)
(918.6)
(916.71

12.8)

462.4
17.563.4

s
s

72.3
3,0J0.9

645.2

s

176 7

s

s
s

Totn l
7,74 1.9
(625.4)
!5.483 7)
1,632 8
(36'.! I)
60
18.6
!468.3)
827 0
p .5)

s

s

295 4
7,625.6

s

906.1
12,682.5

$

73 1 6

$

502

s

s
s

819.5
29.778 0

- s

1.603.7

Ellrnlnations
(673.1) $
10.2
6718
8.9
5 .2
(5.6)
(858.2)
(0.2 )
(849.9)

Totnl
7,301.2
(859 71
(4,912 I)
l ,5294
(338.7)
4.6
25.J
(426.9)
793.7

(916 7)
( I 1,124.4)

llor the \leur En<ltd Ocn'll1bcr J t, ~013
Electric
(A/11/um.v "! D<illa/"\)

Operating Revenues
Depreciation and Amon1za1Jon
Other Operating Expenses
Operating Income
lnteres1 Expense
I merest Income
0 1her Income, Net
Income Tax (J;:xpcnse)!Bcnefit
Net Income
Net Income Anribulllblc
to Noncontroll mg Interests
Net Income Atmbutable
to Controlling Interest
Total Assets (as of)
Cash Flows Used fnr
Investments in Plunt

s

'fatural Gns
Oi ~ tribution

Di51ribution

5,362.3

$

(604 8)

(3.927 7)
829.8
( 175.0)
4. 1
12.9
(240.0i
431.8

855.8
(66 7)
(659 4)
1297
(33 I)

s

08

p 6.5)
60.9

(4 8)

s

Other

Tran.smissinn

978 7 $
(136 2)
(281 8)
560.7
( 100.3)
07
10.9
(1 82.1)
289.9

777 5
(62 2)
(715.0)
03
(35.5)
54
85 &.9
31.9
86 1.0

s

(2 9)

s

427.0
17,260.0

s
s

60.9
2,759 7

s
$

2870
6,745.8

$

639.0

$

168. 1

$

6 18.5

(7 7)

s
s
s

8610
11.8424
3 1.2

s
s
s

(849.9)
{ 10.812.4)

s
s
s

786.0
27.795 5
I 456.8

f or the Yeor End~d December 31, 20J2
(M1llit>11.< <>JDl>lfa1")

Operating Revenues
Depreciaiion and Amomzatinn
Other Opera1ing Expenses
Operating Income/(Loss)
l nterest Expense
Interest lncomc
Other Income, Ne1
lncome Tax (Expc11se)/13cnefit
Net Income
Net Income Annbutable
to Nonc:ontrollini,: Interests
Net Income Atmbutable
to Conttolhng Interest
Cash Flows Used for
Investments m Plant
21.

s

Eltttrit
Oistribution
4.716 5
l5303)
(3.585A)
6008
( 165.6)
2.8
8.9
( 150.2)
296 7

s

Natural Gds
Distribution
5729
(49 I)
(445 2)
78.6
(3 1 3)

'T'r:rnsmission

s

0.4
(1 6.9)
30 8

(4.4)

8615
( 1092)
(251.6)
500 7
(Q6 7)
0.4
7.3
(1592)
252.5

s

Other
803 8
(56.4)
(817.0)
(69 6)
(43 6)
7. 1
795.0
55.5
7 44 .4

s

Eliniinotlons
(680 9)
4.2
68-1.4
7.7
7.3
( 7. l )
(795.1)
(4.1)
(791.3)

s

Tot•I
6,273.8
(740.8)
(ol,414.8)
l, J 18.2
(329.9)

32
16.5
~274.9)

533. 1
(7 2)

(2 8)

s

292.3

s

30.8

s

249 7

s

744.4

s

(791.3) $

525 9

$

6 11.7

$

148.7

s

663.(l

$

48.3

$

s

1,472.3

MERGER OF NU AND NSTAR

Oo A pril 10, 20 12, NU acquired 100 percent o f the outstanding commo n shares ofNSTAR. Pursuant to the 1enns and conditions of the Agreement
and Plan of Merger, as amended, (the "Merger AyeemenL ")NSTAR and its s ubsidiaries becam e wholly-o\\11ed su bsid iaries of NU.
NSTAR was a holding company engaged through its subsidiaries in the energy delivery bus iness serving electric and natural gas distribution
customers in M assachusetts. As pan o f the me rger.NSTAR shareholders received 1.3 I 2 NU common shares for e ach NSTAR common share owned
(the "exchange ratio'') as ol'the acquisition dale. NU iss ued approximately 136 mi ll ion common shares to the NSTAR shareholders as a result o f lhe
merger.
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Purchase Price: Pursuant to the merger. all of the NSTAR common shares were exchanged at the fixed exchange ratio of 1.312 NU common shares
for each NSTAR common share. TI1e total consideration transferred in the merger was based on the closmg price of NU common shares on April 9,
2012. the day prior to the date the merger \\as completed, and was calculated as follo1\S.
NSTAR common shares outstand111g as of Apnl 9. 2012 (in thousands)•
Exchange ratio
NUcommon shares issued for NSTAR common shares oumanding (in thousands)
Closing price of NU common shares on A1>ril Q. 2012
Value of common shares issued (in mill1ons)
Fair value of NU replacement stock-based cornp~nsmion 3ward:; related to
pre-merger service (in millions)
Total purchase price (in millions)

103.696
1.31:?
$
}

136,049
36.79
5,005

s

33
S,038

• Included 109 thousand shares related to NSTAR stock-based compensation awards that vested unmed1atel) pnor to the merger.
Ccnain ofNSTAR's stock-based compensation awards, including deferred shares. perforn1ance shares and all outstanding stock options, were
replaced with NU awards using the exchange ratio upon consummation of the merger. In accordance with accounting guidance for business
combinations. the ponion of the fair volue of these awards attributable to service provided prior to the merger wos included in the purchase price as ii
represented consideration transferred in lhe merger. See Note 9C. "Employee Denefits - Share-Based Payments." for further information.

Purchase Price Alloca/ion: The allocation of the total purchase price to 1hc es1ima1cd fair values of the assets acquired and liabilities ass umed was
determined bused on the accounting guidance for fo ir value measurements. T11e allocation of the total purchase price included adjustments to record
the foir v11Jue ofNSTAR's unregulated telecommunications business, regulatory assets not earning a return. lease agreements, long-term debt and the
preferred stock ofNSTAR Electric. The fair values of NSTA R's assets nnd liabilities were determined based on significant estimates and
assumptions, including Level 3 inputs, that \\Cre judgmental in nature. These estimates and assumptions included the timing and amounts of
projected future cash nows and discount ra1cs reflecting risk inherent in future cash llows.
In accordance with accounting guidance for business combinations. the excess of the purchase pric:e over the estimated fair values of(he assetS
acquired and liabilities assumed was recognized as goodwill.
The goodwill from the merger with NSTAR lotaled $3.2 billion and was allocated lo NU's reporting units based on their estimated fair values. See
Note 22, "Goodwill." for the allocauon of goodwill to each reporting unit

Pro Fon11a Fini;mci(J/ lriformat/un: The following unaudited pro fonna fioanuial in formation reflects the pro fom1a combined results of opera1ions of
NU and NSTAR and reflects the amortiza1lon of purchase price adjustments assum ing the merger had taken place on January 1, 20 11 . The unaudited
pro fonna financial information has b.:cn presented for illuslrntive purposes only and is not necessarily indicative oflhe consolidated results of
operations that would have been achieved or the future consolidaled results of operations of NU.
(l'ro furma antt1111ll.<in mi/11011.r a<..pl per sl1t1"' on1t111111s)

Opcranng Revenues
Net Income Anributable to Controlling Interest
Basic EPS
Diluted EPS

for th e Ytu Endod l>erembu 3t, 2012

s

7.rol
630
2.00
1.99

Pro fonna net income does not include potential cost savings assoc iated with the merger. Proforma net income also excludes certain non-recurring
merger costs and costs related to the Connecticut and Massachuseus merger selllement agreements described below, with lhe following aggregate
a ller-L3X impacts:
tA lll/111m rij {)(II/ors)

For lh < Veur Ended Ooctmber 3t, !011

Trnnsnction and Other Costs

s

Selllement Agreement Impacts
Total l\fter-Tax Non-Recurring Costs E.xcluded from
Pro Forma Net Income Attnbutable to Controlling Interest

32
60

s

92

Regulatory Approvals: On February 15. 2012, NU and NSTAR reached comprehensive merger settlement agreements witb the Massachusetts
Attorney General and (he DOER The Attorney General settlement agreement covered a variety of rate-making and rate design issues, including a
base distribution rate freeze t11rough 2015 for NSTAR Electric. NSTAR Gas and V.'MECO and $15 million. $3 million and $3 million in the form of
rate credits to their respective customers. On April 4, 2012. the DPU approved the se11lement agreements and the merger of NU and NSTAR.
On March 13, 2012, NU and NSTAR reached a comprehensive merger settlement agreement wi!h both the Connecticut Attorney General and the
Connecticut Office of Consumer Counsel. The senlement agreement covered a variety of matters, including a $25 million rate credit to CL&P
customers, a CL&P base distribution nllc freeze tUltil December l , 20 14, und the establishment of a $15 mi llion fund for energy etliciency and other
initiatives Lo be disbursed at lhe direction of the DEEP. In the agreemenl, CL&P agreed to forego rate recovery of $40 mfilion of the deferred storn1
restoration costs associated with restoration act ivities following Tropical Storm Irene and tbe October 2011 snowstorm. On April 2. 2012. the PURA
approved 1he settlement agreement and 1he merger of NU and NSTAR.
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The pre-tax financial impacts of the Connecticut and Massachusells merger setllement agreements that were recognized in 2012 by NU. CL&P.
NSTAR Electric, and WMECO are summarized as follows:
(!. (ill1m1"· nfD11//a1:1•)

s

Customer Rate Credits
Storm Costs Deferral Reduc11on
Establishm~nt of Energy Emciency Fund
Total Pre-Tax Settlement Agreement lmpac1$

NU

NSTAR £Imrie

CL&P

46
40

WMECO

$

25
40

$

IS

$

3

$

65

$

15

s

J

15
101

$

COOOWILL

22.

111 accordance wiU1 the accounting standards, goodwi ll is not subject LO amortization. However, goodwill is subject to fair value-based rules for
measuring inipainncnt, and resulting write-downs, if any. are charged lo Operating Expenses. These accounting standards require that goodwill be
reviewed at least annually for impaim1ent and whe11ever fac1s orcircumsiances indicate that rhere may be an impaim1ent. NU use$ October I" as the
ann ual goodwill impaim1enl testing dare.

On April 10. 2012, llpon consummation ofche merger witJ1 NSTAR, NU recorded approximately $3.2 bill ion of goodwill. With the completion of
the nlerger, NU reviewed its mahageme11t structure and determined that the reporting tmits for the purpose of testing goodwill for impairment are
Electric Distribution, Electric Tran$missioo and Natural Gas Distribution. NU's reporting units arc consistent with the operating segments uuderlying
the reportable segments identified in Note 20, "Segmen1 lnfom1a1ion," to the fina11cial statements. Accordingly. the goodwill resulting from tbe
merger was allocated to the Electric Distribution, Electric Transmission and Naniral Oas Distribution reporting units based on the estimated fair
va lues of the reporting units as of the merger date.
Prior to the merger with NSTA R, the only reporting unit that maintained goodwill was the Natural Gas Dislril:lution reportable seg.menL related lo the
acquisition of the parent of Yankee Gas in 2000. This goodwi11 was recorded at Yankee Gas. The goodwill balru1ce at Yankee Gas as of
Deceni ber 3 J. 2014 and 20 13 was $0.3 bill ion.
NU completed its annual goodwill impairment test for each of its reporting units as of October 1. 2014 and detennined that no impairment exists.
TI1ere were no events subsequent to October l . 2014 tJ1at indicated impflirment of goodwill.

There were no changes to the goodwill balance or the al location of goodwill as of December 3 l, 2014 or 2013. The allot,ation of goodwill to NU's
reporting w1its as of both December 3 1, 2014 and 20 13 was as follows;
Electric
Olstribution

(811/lon< ofJJolluri)

Goodwill Alloca1ion
23.

S

1.5

Electric
Transmission
$
0 .6

Nnlural Gos
Distribution

s

OA

$

To1~I
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VARIABLE INTEREST ENTITIES

The Company's variable interests outside of the consolidated group are not material and consist of contracts tJ1at are required by regulation and
provide for regulatory recovery of contract costs and benefits through customer rates. NU, CL&P and NSTAR Electric hold variable ioterests in
variable interest entities (VIEs) through agreements with certain entities lhat Olm single renewable energy or peaking generatlo11 power plants ru1d
with other independent power produc.ers. NU, CL&P and NSTAR Electric do noi-control lhe activities that are economically significant to tJ1ese
VI Es or provide financial or oilier snpport to these VIEs. Therefore. NU. CL&P and NSTAR Electric do not consolidate any power plant VJEs.
QllARTERLY FINANCIAL DATA (UNAUDITED)

24.

Quo rt er Ended

Nli Consoliduted Sfotem"tls of Quarltrly f'l nnncial Datu
(M1/hon.r rij'f)ol/ars. •.«'•'Pl per rhot6 ili/On11a1/011)
1014

Operating Revenues
Operating lncome
Net Income
Net Income Anribucable 10 Controlling Interest
Basic EPS (a)
Diluted EPS (a)
2013
Operating Revenues
Operating Income
Net Income
Net Income Annbutable to Controlling Imerest
Basic and Diluted EPS (a )
~a)

.Ju ne 30.

Mnrch JI,

s

$

2,29°'6
467.7
237.8
.136.0
0.75
0 . 74

$

0.40

$

1,995.0

$

1.635.9
3506
173J
171.0
0.54

s

s

$

The summation of quarterly EPS data may not equal annual data due 10 rounding..

138

$

$
$

1,891.5
440.9
236.5
234.6
0.74
0.74

s

1,892.6

129.2

s

418.9
230,0

128.l
0.72

1,677,6
294.0

Seetember 30,

$

127.4
0.40

Oecem her 31,

$

s
$

$

399.3

s

1,881.2
-U0.2
223-6
22 1.5
0.69
0.69

1,777.7
360.6

2lL4

179.2

209.S
0.66

177,4
$

0.56
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Statements of Quarterly Financial Data

Quarter Ended
Ma rch 31,

(Millions ofDollars)

CL& P
2014
Operating Revenues
Operating Income
Net Income
2013
Operating Revenues
Operating Income
Net Income
NSTAR Electric
2014
Operating Revenues
Operating Income
Net Income
2013
Operating Revenues
Operating Income
Net Income
PSNH
2014
Operating Revenues
Operating Income
Net Income
2013
Operating Revenues
Operating Income
Net Income
WM ECO
2014
Operating Revenues
Operating Income
Net Income
20t3
Operating Revenues
Operating Income
Net Income

June 30,

Se~tem b er

30,

December 31,

$

734.6
158.0
79.3

$

587.3
92.1
37.4

$

695.6
146.2
83.9

$

675.1
159.0
87.2

$

624.1
149.7
85.0

$

569.3
136.8
67.9

$

648.4
133.9
66.3

$

600.5
119.2
60.2

$

666.2
118.4
58.1

$

561.5
121.5
60. 1

$

727.9
206.6
115.6

$

581. 1
132.0
69.3

$

592.3
94.5
48. 1

$

570.4
112.5
58.0

$

753.9
192.0
107.0

$

576.9
109.2

$

299.8
64.0
32.6

$

211.6
49.0
24. I

$

223.7
56.4
28.2

$

224.4
60.0
29.0

$

273.8
58. 1
29.0

$

216.1
54.3
27.2

$

218.6
56.6
28.4

$

226.9
56.2
26.8

$

137.4
34.7
18. 1

$

108.3
17.7
7.0

$

118.1
31.2
14.7

$

129.6
34.0
18.0

125.0
35.6
18.6

$

115.0
32.4
16.4

$

121.8
28.9
15.0

$

11 0.9
22.4
10.4
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Item 9.

Cha nges in and Disagreements with Accountants on Accounting and Financia l Disclosure

No events that would be described in response to this item have occurred with respect to NU, CL&P, NSTAR Electric, PSNH or WM.ECO.
Item 9A.

Controls and Procedures

Management, 011 behalfof NU, CL&P, NSTAR Electric. PSNH and WMECO, is responsible for the preparation, integrity, and fair presentation of
the accompanying Consolidated Financial Statemenls and other sections of this combined Annual Report on form 10-K. NU's internal controls over
financial reporting were aud ited by Deloitte & Touche LLP.
Management, 011 behalf of NU, CL&P. NSTAR Electric, PSNH and WM ECO. is responsible for establishing and maintaining ndequale internal
controls over financial reporting. The imernal control framework and processes have been designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparatio11 of financial statements for external purposes in accordance with GAAP. There are inherent
limitations of internal controls over financial reporting that could allow material misstatements due to error or fraud to occur and not be prevented or
detected on a timely basis by employees during the normal course of business. Additionally. internal conlro ls over financial reporting may become
inadequate in the. future due to changes in lhe business environmen1 . Under the supervision and with the participation of the principal execulive
officer and principal financial officer. an evaluation ofthe effectiveness ofintemal controls over financial reporting was conducced based on criteria
established in Internal Control - !ntegraled Framework (20 13) issued by the Committee of Sponsoring Organizations of the Treadway Corn mission
(COSO). Based on this evaluation under the framework in COSO. management concluded that internal controls over financial reporting at NU,
CL&P, NSTARE1ec1ric, PSNH and WMECO were effective as of December 31 . 2014.
Management, on bchal fof NU, CL& P, NSTAR Electric, PSNH and WMECO. evaluated the design and operation of U1e disclosure controls and
procedures as ofDecemher 31, 20 14 to detennine whether they are effec1ive i.n ensuring that the disclosure of required inforniation is made timely
and in accordance with the Securities Ex..:hange Act of 1934 and U1e rules and regulations ofU1e SEC. This evaluation was made under
manageme111's supervision and with management's participation, including U1e principal executive officer and principal financial officer as of the end
of the period covered by this Annual Report on Fonn I0-K. There are inherent lin1itc1tions of disclosure controls and procedures, including the
possibility of human error and the circumventing or overriding of1be oontrols and procedures. Accordingly, even effective disclosure controls and
procedures ca11 only provide reasonable assu rance of achieving their control objectives. The principal executive officer and principal financial officer
11ave concluded. based on U1eir review. that the disclosure controls and procedures of NU, CL&P, NSTAR Electric, PSNH snd WMECO are effective
to ensure that information required to be disclosed by us in reports filed under the Securities Exchange Acl of 1934 (i) is recorded, processed,
summarized, and reported within the time periods specified in SEC rules and regulations and (ii) is acclUnulaled and co111111w1icated to managemen t,
including the principal executive officer and principal financial officer. as appropriate to allow timely decisions regard ing required disclosures.
During the third quarter of2014, we implemented a new general ledger system resulting in a material change in internal controls over financial
reporting. This new system, which went live effective August l, 20 14, standardized tl!e linancial systems for the merged companies and allows for a
common set of accounling processes. practices and data structures across all operating companies, Pre-implementation testing and postimplernentalion reviews were conduc1ed by nianagcment to ensure tllal internal controls surrounding the system implementa1ion process, the
applications. and the closing process were properl y designed to prevent material fu1ancial statement errors. Such procedures included the review of
required documents, user acceptance testing, change management procedures, access controls, data migration strategies and reconciliations,
appHcation imerfaoe testing and 0U1er standard application conlrols.
There have been no other changes in internal controls over financial reporting for NU, CL&P, NSTAR Electric, PSNH and WMECO during the
quarter ended December 31 , 20 14 that have materially affected, or are reasonably likely to materially affect internal controls over financia l reponing.
Item 98.

Other fnfornrnt ion

No infonnation is required to be disclosed under this it·em as ofDece1nber 3 I, 2014, as this infom1ation has been previously disclosed in applicable
reports on Forni 8-K during the fourth quarter of2014.
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Jtem 10. Directors. Executive Officers and Corporate Governance
The infonnaiion in Item 10 is provided as of February 18, 2015. except where otherwise indicated.
Cenain infonnation required by this Item 10 is omitted for NSTAR Electric. PSNH and WM ECO pursuant to Instruction 1(2J(c) to Fonn I0-K,
Omission oflnfonnation by Certain Wholly Owned Subsidiaries.

NU
In addition to the infonnation provided below concerning the executive officers of NU. incorporated herein by reference is the infonnation to be
contained in the sections captioned "Election of Trustees," "Governance of Northeast Utili11es" and the related subsections. "Selection of Trustees."
and "Section l6(a) Beneficial Ownership Reponing Compliance" ofNU's definitive prOll.')' statement for solicitation of proxies, expected to be filed
with the SEC on or about March I3. 2015.
NU and CL&P
Each member of CL&P's Board of Directors is an employee of CL&P, NU or an affil iate. Directors arc elected annually to serve for one year unlll
their successors are elected and qualified.
Set forth below is certain information as offebrnary I 8, 20 15 concerning CL&P's Directors and NU's and CL&P's executive officers:
Na me
Thomas J. Miiy

Age
67

.lames J. Judge

59

David R. Mcl-lalc
Leon J. Olivier

1

54

66

Werner J. Schweiger

55

Gregory B. Butler

51

Christine M. Cannady 2
Joseph R. Nolan, Jr. 2
William P. Herdegen 111 1
Jay S. Buth

52
51
60
45

J

Title
Chaim1an of the Board, President and Chief Executive Officer of NU and NUSCO: Chainnan
and a Director of the Regulated companies. including CL&P
Executive Vice President and Chief Financial Officer of NU and Executive Vice President and
Chief Financial Officer and a Director ofNUSCO and the Regulated companies. including
CL&P
Executive Vice President and Chief Administrative Officer of NU and NUSCO
Executive Vice President-Enterprise Energy Strategy and Business Development of NU and
NUSCO
Executive Vice President and Chief Operating Officer ofNU and NUSCO; Chief Executive
Officer and a Director of1he Regulated companies, including CL&P
Senior Vice President and General Counsel of NU and NUSCO: Senior Vice President and
General Counsel and a Director of the Regulated companies. including CL&P
Senior Vice Presiden1-Human Resources ofNUSCO
Senior Vice President-Corporate Relations ofNUSCO
President and Chief Operating Officer ofCL&P
Vice President. Controller and Chief Accounting Officer of NU. NUSCO and the Regulated
companies. including CL&P

Deemed an executive ollicer of CL&P pursuant to Rule 3b-7 w1der the Securities Exchange Act of 1934.
Deemed an execulive officer of NU and CL&P pursuant to Rule 3b-7 under the Securiti es Exchange Act of 1934.
Mr. llerdegen is the President and Chief Operating Officer ofCL&P and is therefore an executive officer solely ofCL&P.

rJ10111as J. May. Mr. May has served as Cha inn an of the Board of NU since October I0, 2013, and as President and Chief Executive Officer and as a
Trustee of NU: as Chairman and a Director ofCL&P, NSTAR Electric, NSTAR Gas, PSNH, WM ECO and Yankee Gas: and as Cbainnan, President
and Chief Executive Officer and a Director ofNUSCO since April l O, 20 12. Mr. May has served as a Director of NSTAR Electric and NSTAR Gas
since September 27, 1999. Mr. May previously served as Chaim1an, President and Chief Executive Officer and a Trustee of NSTAR, and as
Chairn1an, President and Chief Executive Officer of NSTAR Electric and NSTAR Gas until April I0, 2012. He served as Chainnan, Chief faecutive
Officer and a Trnstce since NSTAR was fonued in 1999, and was elected President in 2002. Mr. May has served as Chainnan of the Board of
Eversource Energy Foundation, Inc. since October 15, 2013, and as a Director of Eversource Energy Foundation, lnc. since Apnl 10. 2012. He
previously served as President of Eversource Energy Foundation, lno. from October I5, 20 13 to September 29. 2014. He has served as a Trustee of
the NSTAR Foundation since August 18. 1987.

James J. Judge. Mr. Judge has served as Executive Vice President and Chief Financial Officer of NU. CL&P, NSTAR Electric, NSTAR Gas, PSNH.

WMECO. Yankee Gas and NUSCO and as a Director ofCL&P, PSNH, WMECO. Yankee Gas and NUSCO since April 10. 2012 and ofNSTAR
Ele<"tnc and NSTAR Gas since September 27, I999. Pre,'iously, Mr. Judge served as Senior Vice President and Chief Financial Officer of NSTAR.
NSTAR Electric and NSTAR Gas rrom 1999 until April 2012. Mr. Judge has ~erved as Treasurer and as a Direc1or ofEvcrsource Enerru·
Founda11on. Inc. since April 10, 2012. He has served as a Trustee oftl1e NSTAR Foundation since December 12, 1995.

D(/\lid R. Mc.Hale. Mr. McHale has served as Executive Vice President and Chief Administraltve Officer of NU and NUSCO since April 10. 2012
and as a Director ofNUSCO since January I. 2005. Mr. McHale previously served as Executi' e Vice President and Chief Administrative Officer of
CL&P, NSTAR Electric. NSTAR Gas, PSNH, WMECO and Yankee Gas rrom April 10, 2012 to September 29. 2014 and as a Director of NSTAR
Electric and NSTAR Gas from November27. 2012 lo September 29, 2014, of PSNH, WMECO and Yankee Gas from January 1. 2005 to
September 29. 20 I4, and of CL&P from January I 5, 2007 to September 29. 2014. Previously. Mr. Mc Hale served as Executive Vice President and
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ChiefFinancial Officer ofNU, CL&P, PSNH, WM"ECO, Yankee Gas and NUSCO from January2009 to April 2012. and as Seilior Vice President
and ChiefFi111mcial OfticerofNU, CL&P. PSNH, WMECO. Yankee Gas and NUSCO from January 200510 December2008. He has served as a
Director of Eversource Energy Foundation, Inc. since January I, 2005. Mr. McHale has served as a Trnstee of the NSTAR FoLmdation since
April 10, 20 12.

Leon J. Olivier. Mr. Olivier has served as Executive Vice President-Enterprise Ene.rgy Strategy and Business Development of NU since
September 2. 2014 and as a Director ofN'lJSCO since January 17, 2005. Mr. Olivier previously served as Executive Vice President and Chief
Operating Officer of NU and NUSCO from May 13, 2008 until September 2, 2014, and as Chief Executive Officer of NSTAR Electric and NSTAR
Gas from April J0.2012 until August 1L 2014, ofCL&P, PSNH, WMECO and Yankee Oas from January 15, 2007 l'O September 29. 2014, and of
CL&P from September 10, 2001 to September 29, 2014, and as a Director of NSTAR Electric and NSTAR Gas from November 27, 2012 to
September 29, 2014, of PSNH. WM ECO and Yankee Gas from January 17, 2005 to September 29, 2014, and of CL&P from September 10, 200 I to
September 29, 2014. Previously, Mr. Olivier se.rved as Executive Vice President-Operations ofNU from February 13, 2007 to May 12, 2008. He
has served as a Director of Eversource Energy Foundation, Inc. since April I, 2006. Mr. Olivier l1as served as a Trustee oftl.1e NSTAR Foundat ion
since Apri l 10. 2012.
Werner J. Schweiger. Mr. Scbweiger has served as Execu1ive Vice President and Chief Operating Officer ofNlJ sh1ce September 2. 20 14 and of'
NUSCO since August 11. 2014. and as Chief Executive Officer ofCL&P. NSTAR Electric. NSTAR Gas, PSNH. WM ECO and Yankee Gas since
August 11 , 20 14. and as a Director ofNUSCO, NSTAR Gas and Yankee Gns since September 29, 2014 and ofCL&P, PSNH, NSTA R Electric and
WMECO since May 28. 2013. He previously served as President-Electric Distribution ofNUSCO from January 16, 2013 until August IL 20 14 and
as President of NSTAR Electric from April I0. 20 l 2 until January 16, 20 l 3 and as a Director of NSTAR Electric !Tom November 27, 2012 to
January 16, 2013. From February 27. 2002 until April 10, 2012, Mr. Schweiger was Senior Vice Pre.sident-Operntions of NSTAR Electric aitd
NSTAR Gas. Mr. Schweiger has served as a Director of Eversource Energy Foundation, fnc. since September 29.20 14. He has served as a Trustee
of the NSTAR Foundation since April 25, 2002.
Grego1J1 8. Butler. Mr. Butler has served as Senior Vice Presideut and General Counsel of NU since Mny 1, 2014, of NSTA R Electric, ai1d NSTAR
Gas since April l 0, 2012, and of CL&P. PSNH. WMECO, Yankee Gas and NUSCO since March 9, 2006. Mr. Butler has served as a Director of
NSTAR Electric and NSTAR Gas si nce April 10, 2012. of NUSCO si11ce November 27. 2012. ai1d ofCL&P. PSNH, WMECO and Yankee Gas sine~
April 22. 2009. Mr. Burler previously served as Senior Vice President, General Counsel ai1d Secretary of NU from April 10. 2012 until May I, 2014.
and as Seni or Vice President and General Counsel of N U from December L 2005 to April 10, 2012. He has served as a Director of Eversource
Energy Fotmdarion. Inc, since December 1. 2002.
Chris1i11e M. Carmody. Ms. Crumedy has served as Senior Vice President-Hum an Resources of NUS CO since April 10, 20 12 and as a Director of
NUSCO since November 27, 2012. Ms. Carmody previously served as Senior Vice President-Human Resources of CL&P. PSNH. WMECO and
Yankee Oas from November 27, 2012 to September 29. 2014, and ofNSTAR Electric and NSTAR Gas from August I. 2008 to September29. 2014.
and as a Director oCCL&P, PSNH, WMECO and Yankee Oas from April 10, 2012 to September29. 2014 and ofNSTAR Electric and NSTAR Gas
from November 27, 2012 to September 29, 2014. Previously. Ms. Cannady served as Vice President-Organizatiooal Effectiveness of NSTAR..
NSTAR Electric and NSTAR Gas from June 2006 to August 2008. Ms. Carmody has served as a Director ofEversource Energy Foundation, Inc.
since April 10. 2012. She has served as a Trustee ofU1e NSTAR Foundation s ince August I, 2008.
Joseph R. Nolan. Jr. Mr. Nolan has served as Senior Vice President-Corporate Relations ofNUSCO since Apr il 10, 2012 and ns a Director of
NUSCO since November 27, 2012. Mr. Nolan µrev)oi;sly served as Senior Vice President-Corporate Relations of NSTAR Electric and NSTAR Gas
from April 10, 2012 to September 29, 2014, and ofCL&l', PSNH, WMECO and Yankee Gas from November 27, 2012 lo September 29, 2014, as a
Director ofCL&P, PSNH. WMECO and Yankee Gas from April l 0. 2012 to September29. 20 14 and of NSTAR Electric and NSTA R Oas from
November 27. 2012 to September 29. 2014. Previously, Mr. Nolan served as Senior Vice President-Customer & Corporate Relations of NSTAR,
NSTAR Electric aad NSTAR Gas from 2006 until Apri l 10. 20 12. Mr. Nolan has served as a Director of Eversource Energy Foundation. lnc. since
April 10, 20 l2. and has served as Executive Direcmr of Eversource Energy Foundation, lnc. since October 15, 2013. He has served as a Trustee of
the NSTAR Foundation since October 1, 2000.
William P. Nerdegen Ill. Mr. Herdegen has served as President' and Chjef Operating Officer of CL&P since Sep1ember 11 , 20121111d as a Director of
CL&P from September 11 , 2012 to September29. 20 14. Previously, Mr. Herdegen served as Vice President oftransmission and Distribution
Engineering and Operalions for Kansas City Power&. Light Company from 2008 unti l his retirement on September 7, 2012; as Vice President,
Distribution and Customer Operations from 2005 lo 2008; and as Vice President, Distribution Operations from 2001 to 2005. Mr. Herdegen began
his utility career at Commoowealr.h Edison, where he held various positions, including Vice President, Enginet.>ring, Construction and Maintenance,
corporate project manager, operations manager, business unit supply manager, district manager, and field engineer.
Jay S, Buth. Mr. Buth has served as Vice President, Controller and Chief Accounting Officer of NU, CL&P, NSTAR Electric, NSTAR Gas, PSNI I,
WMECO, Yankee Gas aad NUS CO since April l 0. 2012. Previously, Mr. Buth served as Vice. President-Accounling and Controller of NU, CL&P,
PSNH. WMECO, Yankee Gas and NUSCO from June 2009 until April 10, 2012. From June2006 through January 2009, Mr. Both served as the
Vice President and Controller for New Jersey Resources Corporation, an euergy services holding com pauy that provides natural gas and \.\lflolesale
energy services, including transportation. distribution and as.sec management.

There are no family relationships between any director or executive officer and any other trustee, director or executive officer of NU or CL&P ai1d
none of the above executive officers or directors serves as an executive officer or directorl)ursuant 10 any agreement or understanding witl1 any oU!er
person. OLLT executive office.rs hold the offices set forth opposite their names until the next annual meeting of the Bollfd ofTmstees, in tl1e case of
NU. and the Board ofDirec1ors. in tl1e case ofCL&P, and until their successors have been elected ai1d qualified.

142

Page 208 of274
CL&P obtains audit services from the independent registered public accounting firm engaged by the Audit Committee ofNU's Board of Trustees.
CL&P does not have its own audit committee or, accordingly, an audit committee financial expert. CL&P relies on NU's audit committee and the
audit committee financial expert.
CODE OF ETHICS AND STANDARDS OF BUSINESS CONDUCT
Each of NU, CL&P, NSTAR Electric, PSNH and WMECO has adopted a Code of Ethics for Senior Financial Officers (Chief Executive Officer,
ChiefFinancial Officer and Controller) and the Code of Business Conduct, which are applicable to all Trustees, directors, officers, employees,
contractors and agents of NU, CL&P, NSTAR Electric, PSNH and WMECO The Code of Ethics and the Code of Business Conduct have both been
posted on the N U web site and are available at www.eversource.com/investors/corporate_gov/default.asp on the Internet. A11y amendments to or
waivers rrom the Code of Ethics and Code of Business Conduct for executive officers, directors or Trustees will be posted on the website. Any such
amendment or waiver wou ld require the prior consent of the Board of Trustees or an applicable committee thereof.
Printed copies of the Code of Ethics and the Code of Business Conduct are also available to any shareholder without charge upon written request
mailed to:
Richard J. Morrison
Secretary
Eversource Energy
P.O. Box270
Hartford, CT 06141
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Item 11.

Exec utive Compensation

NU
The information required by this Item l I for NU is incorporated herein by reference to certain information contained in NU's definitive proxy
statement for solicitation of proxies, which is expected to be filed with the SEC on or about March 13, 2015, under the sections captioned
"Compensation Discussion and Analysis," plus related subsections, and "Compensation Committee Report," plus related subsections following such
Report.
NSTAR ELECT RIC, PSNH a nd WMECO
Certain information required by this Item 11 has been omitted for NSTAR Electric, PSNH and WMECO pursuant to Instruction 1(2)(c) to
Form 10-K, Omission oflnformation by Certain Wholly Owned Subsidiaries.
CL& P
The information in this Item 11 relates solely to CL&P.
COMPENSATION DISCUSSION AND ANALYSIS
CL&P is a wholly-owned subsidiary of NU. Its board of directors consists entirely of executive officers of NU. CL&P does not have a
compensation committee, and the Compensation Committee ofNU's Board of Trustees determines compensation for the executive officers ofCL&P,
including their salaries, annual incentive awards and long-term incentive awards. All ofCL&P's "Named Executive Officers," as defined below, also
serve as officers of NU and one or more other subsidiaries of NU. Compensation set by the Compensation Committee of NU (the "Committee") and
set forth herein is for services rendered to NU and its subsidiaries by such officers in all capacities.
The purpose of this Compensation Discussion and Analysis is to provide information about NU's compensation objectives, plans, policies and actions
for the Named Executive Officers. The discussion describes the specific components of the compensation program, how NU measures performance,
and how compensation awards and decisions were made by the Compensation Committee for the Named Executive Officers, as presented in the
tables and narratives that follow. While this discussion focuses primarily on 2014 information, it also addresses decisions that were made in other
periods to the extent that these decisions are relevant to the fu ll understanding ofNU's compensation program and the specific awards that were made
in 20 14 and early 20 15.

Business Highlights
Since the merger with NSTAR in 2012, NU has continued to meet its commitment of achieving above-average earnings and dividend growth.

!Annualized Dlvldendsl

2012

2013

2012

...... t

--2
2013

2014

Note I: 2012-2014 recurring earnings per share have grown 7.9%, consistent with NU's guidance and well above the industry average. Recurring
earnings per share presented above for all years exclude merger-related costs. A reconciliation between reported earnings per share and the
recurring earnings per share presented above appears under the caption "Management's Discussion and Analysis of Financial Condition and
Results of Operations - Overview" in this Annual Report on Form 10-K.
Note 2: The NU Board ofTrustees increased the annual dividend rate by 6.8 percent for 2014 to $1.57 per share, exceeding the Edison Electric
Institute (EEi) Index dividend growth rate of3.7%. 2012-20 14 div idends have grown 7.0%, in line with NU's earnings per share growth
and well ahead of the industry average.
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I

l0ne-v..r Total Shareholder Retumj

Five-Ye• Cumullltlve Shseholder Retumj

HI

---2

UPllOO

NU's Total Shareholder Return for the one-year and five-year periods has outperfonned both the EEi Index and the S&P 500. NU's market
capitalization at the end of2014 grew to $17 billion, increasing shareholder value by over $8 billion in the 33-month period following the 2012
merger with NSTAR. NU commenced trading under the symbol "ES" on February 19, 2015.
Note I: An investment of $1 ,000 in NU common shares at the beginning of the one-year period commencing January I, 2014 was worth $1 ,305 on
December 31 , 2014.
Note 2:

An investment of$1 ,000 in NU common shares at the beginning of the five-year period commencing January I , 2010 was worth $2,458 on
December 3 1, 2014.

NU's operating perfonnance continues to improve each year. This is the result of the ongoing implementation of best practices, focused spending on
reliability improvements to reduce the number and length of outages, and performing work safely each and every day.

I

Rellllblllty Perfonnance

I

---2

Note I : Reliability as measured by months between interruptions has improved significantly; on average, NU's customers experienced an outage
every 15.4 months during 2014 vs. 11.9 months in 2011.
Note 2: The average time to restore power has decreased significantly, from 120.5 minutes in 2011to82.0 minutes in 2014.
Note 3: Safety performance measured by the days away or restricted time per I 00 workers has improved significantly. to 1.44 in 2014 from 2.58 in
2011.
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S11111111my of 1014 Perjor111n11ce
In 20 14, NU achieved excellent financial and operational performance results. NU mel or exceeded eucb of tbe challenging financial ;u1d operational
goals established by the Committee tit the beginning of2014 and bud the best system reliability results in NU's history. Tile following is a swumary
of some ofNU's most important nccom plislunents in 2014:

Fi11011cial Accomplishments
NU's 2014 recurring earnings were $2.65 per share, excluding merger relat.:d costs, a 4.7 percent incr.:ase ov.:r 2013 results.

NU continued to achieve operating and maintenance expense reductions through successful integration activities. exceeding the goal
of a greater than J percent reduction in operating expenses from 2013. Operating costs were 6.8 percent. or$ I0 I million. lower than
2013,
NU increased its dividend to $1.57 per share, a 6,8 percent increase over 2013, continuing to significantly outperform die industry

average.
NU delivered 30.5 percent total shareholder return in 2014. the sixth consecutive year of double digit total shareholder return, creating
$8 billion in NU shareholder value in the 33-rnonth period following NU's 20 12 merger with NSTAR.

Tot1ll Shareholder Return
2014

ES
EEJ Index
S&P 500

30.5%
28.9%
13.7%

3-Ycar
64.3%
48.7%
74.6%

5-Year
145.8%
9l.0%
105.1%

10-Year
297.7%
156.0%
109.4%

Operatio11a/ Accomplisltments

NU's overall electric system performance in 2014 was the best on record and represents top quartile industry perfomrnnce.
NU's Massacbuserts S'Ubsidiaries, NSTAR Electric Company, NSTAR Gas Company and Western Massachusens Electric Company,
paid no penalties forSerVice Qualiry Index performance in 2014 under regulations in Massachusetts. which is the only state NU st'rves
that has speci fie pcrfonnance targets.

NU continued the focus 011 streamlining and fully integrating business processes across die company. includi ng standardizing system
design, equiJ>mem 011d operating and maintenance practices and implementing a new financial accounting and budgeting system in a
well controlled and timely mauner.
NU exceeded established goals i11 culls unswered 011-time, safety perfonnance. and response to gas service culls.
Achievement of the 2014 pertbmiance goals and additional accomplishments and the Committee's assessment of company and executive
performance are more fully described in the section titled "2014 Annual Lncentive Progrdlli." Specific decisions regarding executive compensation
hased upon the Committee's assessment of company and executive perfonnance and market data are described in this Compensation Discussion and
Analysis ("CD&A") below.
Pay for Performance

The Committee follows a philosophy of lin king the Named Ex.:cutive Officers' compensation to pcrfonnance that will ultimately benefit customers
and shareholders. TI1e i111ent ofNU's compensation program is to attract and retain the best executive tale11t, lliotivate the executives lo meet or
exceed specific stretch finimcial and operatio1tal goals sec each year, and compensate the executives in a manner that aligns compensa!lon directly
with performance. NU strives to provide executives with base salary. perfonnance-based annual incentive compensation and long-term incentive
compensation opportunities that are competitive with market practices and that reward excellent pcrfom1anoe.

Executive Co111pens11tio11 Goverua11ce
The Committee annually assesses the independence of its compensation consult1ml, Pay Governance LLC (Pay Governance), wh ioh is
retained directly by the Committee, performs no other consulting or other services for the company, and has no relationship with tbe
company that could rnsult in a confl ict of interest. The Commillee has concluded thal Pay Governance is independent and that no
conflict of interest exists between Pay Govemancc and the company.

NU's executive and Trustee share ownership and holding guidelines noted in this CD&A emphasize the importance of share
ownership. ln addition to the share 0~11ershlp guidelines requirement. NU requires its executives to hold the net shares awarded under
the company's stock compensation program unt1l the share ovmership guidelines requirement has been met. In addition, 100% of
Trustee stock compensation is deferred and nol distributed unn1 the Trust.:e's retirement from the Board.
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The Committee has a policy that wou ld require NU's employees to reimburse tbe company for incentive compensation received if
earnings were subsequently required to be restated as a result of noncompliance with accounting mies caused by fraud or misconduct.

NU has disconiinued the use of ''gross-ups" in all new or materially amended executive compc.nsation agreements.
The Committee has a poliC)' probibfting all Trustees and employees from purchasing financial instrumentS or 0!11erwise entering into
any transactions that are de~igned to have the effect of hedging or ofl°Setting any decrease in the market value ofNU common shares.
This policy also prohibits all pledgin.g. derivative transactions or short sales iJJvol ving, NU common shares or !lie holding of any NU
common slrnres fn a margin account.
Employme.nt agreements provide for "double trigger" change of control acceleration of awards assLuned by the surviving company.

NAMED EXECUTIVE OFFICERS
The e~-ecutive officers ofCL&P listed in the. Summary Com pensa1ion Table in this Item 11 whose compensation is discussed in thi s CD&A are
CL&P's principal executive officers during 2014 (Mr. Olivier and Mr. Schweiger), principal financ ial officer (Mr. Judge) and the tltree most highly
compensated executive officers ot11er tha11 the principal excc1,Ltive officers and principal financial oflicer serv ing on December 31. 20 14 (Messrs.
May, McHale, and Butler) (col lectively, referred to as the "Nnmed Executive Ollicers" or "NEOs"). Each NEO ofCL&P als<> serves as an executive
officer ofNll and one or more otJ1cr s ubsidiaries of NU. Compensation for the NEOs discussed in this CD&A was paid for all serv ices provided by
such individuals in all capacities to NU and its subsidiaries. for 2014, CL&P's NE Os are:
•

Thomas l May. Chainnan of1he Board, President and ChiefExec.utivc Officer ofNU; Chairman oflhe Board OfCL&P

•

James .1 . Judge, Executive Vice President and Chief Financial Officer of NU and CL&P

•

Leon J. Olivier, Executive Vice President - Enterprise Energy Strategy and Business Dewlopment of NU

•

David R. Mcflale, Executive Vice President and Chief Admi11is1rative Officer of NU and CL&P

•

Werner .I. Schweiger, l:'.xecu tive Vice President and Chief Operating Officer of NU: Chief Executive Officer ofCL&P

•

Gregory B. Butler, Senior Vice President antl General Counsel of NU and CL&P

OVERVIE:W OF COMPENSATION PROGRAM

The Role ofth e Co111pe11s11tio11 Committee. The NU Board of Trustees has delegated to the Committee overall responsibilhy for est11blishitlg tlie
compensation program for those senior execu tive officers referred to in this Compensation Discussion and Analysis as ''execurives" and who tlllder
the SE C's regulations are deemed to be "o-fficers." In this role.. the Committee sets compensation policy and compensation levels, reviews aud
approves performance goals and evaluates executive perforn1ance. Although this discuss io11 aud analysis refers principally to compensation for the
Named Executive Officers. the same compensation principles and practices apply to all executives, The compensation ol' NU's Chief Executive
Officer is subject lo the further review and approval ofrhe independent Trustees.
Eleme11rs o/Compe11satio/I. TotaJ direct compensatio11 consists ofthree elements: base salary, annual cash incentive awards and long-tenn cqui1ybas!!d incentive awards. Indirect compensation is provided !11rough certain re tiremen t, perquisite, severance, and health and welfare benefit
programs.

NU's Co111pe11s111io11 Objectives. The objectives ofNU's compensation program are to attract and retain superior executive talent, motivate
executives to achieve rumual and lon.g-tenn performance goals set each year, and provide toral compensation opponunities that a.re competitrve with
market prnctices. With respect to incentive compensation, the Committee be.Jieve.s it is important lo balance short-term goals, such as producing
earnings, with longcr-tem1 goals. such as creating long-tenn value and main1aining a strong balaoce sheet. The Committee also places great
emphasis on system reliability and superior cus1omer service. NU's compensation program utilizes performance-based incentive compensation to
reward individual and corporate perfonnanc.: and lo align the interests of executives with the company's customers and shareholders. The Committee
continually increases eXpectations to motivate executives and employees to achieve continuous in1provement in carrying out NU's responsibi liti es to
itS customers to deliver energy reliably, safely, with respect for the environment and employees, and at a reasonable cost, while providing an aboveaverage total shareholder return to NU's sbarebolders.
Setting Compensation levels. Jn order to ensure lhat the company ach ieves its goal of providing market-bas.id compensation levels to attracl .and
retain top quality management, the Committee provides executives with target compensation opportunities over time approximately equal to median
oompensation levels for executive officers of companies comparable to NV. To achieve that goat the Comniitte.: and its independent compensation
consu ltant work together to determine the market values of executive direct conipensatlon elements (base salaries, annual incentives and long-term
incentives), as well as total compensation, by using competitive market compensation data. The Committee reviews compensation dat;i obtained
from utility and general industry surveys and a specific group of peer utility companies.

Role of the Compe11satit111 Co11s11lta/lf, The Committee has retained Pay Governance as its independent compensation consultan t. Pay Governance
reports directly to the Committee and does not prov ide any other services to NU. With the consent ofthe Committee, Pay Governance works
cooperatively with NU's management to develop analyses and proposa.ls for presentation to !lie Committee, TI1e Committee generally relies on Pay
Governance for peer gtoap market data and infonnation as to market practices and trends to assess the competitiveness oftbe compensation NU pays
to executives and 10,reviewthe Committee's proposed compensation decisions.
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In February 2015. tbe Committee assessed the independence of Pay Governance pursuant to SEC and NYSE rules and concluded that it is
independent and that no conflict of interest exists that would prevent Pay Govcmancc from independently advising the Committee. In making thi.s
assessment. the Committee considered the independence factors enumerated in Ruic IOC-1 (b) under the Securities Exchange Act of 1934. including
the wntten representations or Pay Governance that Pay Governance does not provide any other services to NU, the level of fees received from NU~
:i percentage of Pay Governance's total revenues, the policies and procedures employed by Pay Governance 10 prevent conflicts of interest. and
whether the individual advisers from Pay Governance with whom the Committee consulted own any NU common shares or have any business or
personal n:latfonships with members of the Committee or NU's executives.

Role oj'Ma11age111em. TI1e role ofNU's management, and specifically the roles ofNU's Chief Executive Otlicer and its Senior Vice Pres ident of
Hu111an Resources. is to provide current compensation infomiation to the compensation consultanf and analyses and recommendations on executive
cornpen salion to the Committee based on the market value of the position, individual perfonnance, eAi>eriencc and internal pay equity. NU's Chief
Execuuve Officer also provides recommendations on the compensation for the other Named Executive Officcn.. None of the executives makes
recommendations that affect his or her individual compensation.

'1ARKET A .ALVSIS
The Committee strives to provide executives with target compensation opportunities using a range that is approximately equal to the median
compensation levels for executive offit:ers of' companies comparnble to the Company. Set fortl1 be low is a description of the sources of the
com pensation data used by the Committee when reviewing 2014 compensation:
•

lltility and genera l industry survey data . The Committee reviews compensation information obtnincd from surveys of diverse groups ot'
utility and general industry companies Uiat represent NU's market for e,xecutive ollicer talent. Utility industry data are based on a defined
peer set, as discussed below. Genera l industiy data arc size-adjusted lo ensure a close correlation between the market data and NU's scope
of operations. The Commiuee tiscd this infonnation. which it obtained from Pay Governance, to detem1ine base salaries and incentive
opportunities.

•

Peer g roup data. In support of executive pay decisions durmg 2014, the Committee consulted'' ith Pay Governance, which pro1 idcd the
Committee '"ith a competitive assessment analysis ofNU's executive compensation levels. as compared to the 20 peer group companies
listed in the table below.

All iant Energy Corporation
Ameren Corporation
CenterPoint Energy, Inc.
Consolidated Edison Inc.
CMS Energy Corp.
Dominion Resources, Inc.
DTE Energy Company

Edison lntemational
Entergy Corporation
Integrys Energy Group, Inc.
OGE Gnergy Corp.
Pepco Holdings. Tnc.
PG&E Corp.
PPL Corporal.ion

Public Service E nterprise Group. Inc.
SCANA Corporation
Sempr:i Energy
TECO Energy, Jnc.
Wisconsin En.:rgy Corp.
Xcel Energy Inc.

The Committee periodically adjusts the target percentages of annual and long-tenn incentives based on the surve} d11ta after diseUSSJoo w11!1 the
compensation consultant to ensure that they are approximately equal to competitive median levels.
The Committee also determines perquisites to the ex'te11t U1ey serve business purposes and sets supplemental benefits at levels that provide marketbased compensation oppom1nities to the executives. The Commiltee periodically reviews the general market for s upplemental benefits and
perquis ites us ing utility and general industry survey data, including datn obtained from companies in the peer gro up.

Mix ofCo111pensatio11 Elements. NU targets the mix of compensation for its Chief Executive Officer and the olher Niuned Executi ve Officers sn
that the percentages of each compensation element are approximately equa l to the compet itive medim1 market mix. The mix is heavily weigh ted
toward incentive compensa1ion. and incen tive compensation is heavily weighted toward long-tenn compensation. Since the most senior positions
have tJ1e greatest responsibility for implementing long-tenn business plans and strategies, a greater proponion of total compensalion is based on
performance with a long-term focus.
1 he Comminee determines the compensation for each executive based on 1he relative authority, duties and responsibilities of the executive. NU's
Chief Executive Officer's responsibilities for U1e strategic direction and daily operations and management of NU are greater than the duties and
responsibilities of the other executives. As a result, the compensation ofNU's Chief Executive Oilicer is higher than the compensation of the other
executives. Assisted by 1he compensation consultant, the Committee regularly reviews market compensation data for executive officer positions
similar to those he ld by the executives, including NU's Chief Executive Officer. and this market data cominues to indicate that chief executive
officers are paid s ignificantl y more than other executive officers.
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The following tables set forth the contribution to 2014 Total Di reel Compensation (TDC) of each element of compensat ion. at targeL reflected as a
percentage of TDC, for the Named Executive Officers. The amounts shown in this table are at target and therefore do not match the amounts
appearing in the Summary Compensation Table.

' amed E:\ccutive O fficer ( EO)
Thomas J. May
James J. Judge
Leon J Olivier
David R. McHale
Werner J. Sch\~e 1 ger
Gregory B. Butler
NEO average, excluding CEO
(I)
(2)

Percentage of TDC at Ta~et
Long-Term Incentives
Performance
Annual Incentive
11
(I)
Sharesl•I
Base Salary
16%
18%
33%
33%
29"/o
19%
26%
26%
29%
19%
26%
26%
29%
19%
26%
26%
30%
20%
25%
25%
26%
26%
29%
19%
29%
19%
26%
26%

Rsrs<

TDC
100%
100%
100%
100%
100%
100%
100%

·n1e annu al incentive compensation e lement and perfonnance shares under Lhc long-term incentive compensation e lement are
performance-based.
Restricted Share Units (RSUs) vest over three years contingent upon continued employment.

Risk Analysis of E;i:ec11ti11e Compe11satio11 Program. The overdll compensation program in cludes a mix of com pensation elements ranging from a
fixed base sala ry that is risk-neutral to ann ual and long-tern1 incentive compensation programs intended to motivate o fficers and eligible employees
lo ach ieve individua l and corporate perforniance goals that reflect an appropriate leve l or risk. The fundamental objective of the compensation
program is to foster the continued growth and s uccess of the business. The design and impl ementation of the overal l compensation program provi des
the Committee with opportunities throughout the year lo assess risks within the compensation program that may have a material effect on NU and its
shareholders.
ln 2014. the Committee assessed the risks associated with the executive compensation program by reviewing the various elements of incentive
compensation. The annual incentive program was designed to ensure an appropriate balance between individual and corporate goals, which were
deemed appropriate and supportive ofNU's annual business plan. Similarly, the loag-tenn incentive program was designed to ensure that the
performance metrics were properly weighted and supportive ofNU's strategic plan. The Commitlee reviewed the overall compensation program in
the context of the annual operating and strategic plans, which were both previously subject to Enterprise Risk Management review. Both the annual
and long-term incentive programs were designed to ensure that mechanisms exist to mitigate risk. These mechanisms include realistic goal selling
and discretion with respect to actual payments. the mix of financial, operational. customer service and safety goals. executive share ownership
guidelines linking executive interests to those of shareholders. provisions for the cla\\back of incentive compensation, prohibilions on hedging and
pledging of NU common shares, and the provision oflimited perquisites. These mechanisms are intended 10 ensure that there is not undue incentive
10 achieve any one goal without considering the impact of achieving such goal on other aspeCls ofNU's business.

Results of NU's :Z0/4 Sn)'-Ofl-Pay Vore. NU provides its shareholders wilh the required opportunity to cast an annual advisory vote on executive
compensation (a "Say-on-Pay" proposal) At NU's Annual Meeting of Shareholders held on May I. 2014, 9 1 percent of the votes cast on the Say-onPay proposal were voted to approve the 20 13 compensation of the Named Executive Officers, as described in NU's 2014 proxy statemenL The
Committee has and will eominue lo consider the outcome ofNU's Say-on-Pay votes when making future compcnsation decisions for the Named
Executive Officers.
ELEM ENTS OF 2014 COMPENSATION

Base Salary
Buse salary is designed to attract and retain key executives by providing an element of total compensation ut levels competitive w ith those of o ther
executi ves e mployed by companies of s imilar size and complexity in the utility and general industries. In establishing base salary, the Committee
relies on compensation data obtained !Tom independent third-party surveys of companies and from an industry peer group to ensure that the
compensation opportunities NU offers are capab le of attracting and retaining cxecUlives with the experience and talent required to achieve its
slrategic objectives.
When selling or adjusting base salaries. the Committee considers annual executive perfom1aace appraisals; market pay movement across industries
(determined through market analysis); targeted market pay positioning for each executive: individual experience and years of service: strategic
importance ofa position; and internal equity.
Individuals who are performing well in strategic positions are likely to have their base salaries increased more significantly than other individuals.
From timc-10-ume, economic conditions and corporate performance ha"e caused base salary increases to be postponed. However, the Comminee
prefers to reflect sub-par corporate perfornrnnce through the variable pay componenLS.
In February 20 14. lhe Comminee adjusted the base salaries of the Named Executive Officers by 3 percent. The Committee and independent Trustees
also adjusted Mr. May's base salary b) 3 percent.
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Ince ntive Com pe nsati on
Annual incentive and the long-tenn Incentive compensation are provided underthe Company's lncenlive Plan. which was approved by NU's
shareholders at the 2007 Annual Meeting of Shareholders and, with respecr to the material tenns of performance goals. was re-approved by the
shareholders at the 2012 Annual Meeting of Shareholders. T l1e annual incentive program provides cash compensation intended to reward
perfonnance under NU's annual operating plan. The long-term stock-based incen tive program is designed 10 reward demonstrated performance and
leadership. motivate funire perfomrnnce, align the incercsts of"d1e executives with those ofNU's sharebolders, and retain the executives during the
tenn of grants. The annual and long-tenn programs are desigi1ed to sln'ke a balance bet:weeu short· and long-tem1 objectives so that the programs
work in tandem .
l014ANNUAL I NCENTIVE PROGRAM

111 February 20 14, the Committee established the tem1s of thi:; 2014 Annual Incentive Program. As part oft he overall program, and aft.er consulting
with Pay Govemance. the Committee set target award levels for each of the Named Execlllive Onicers rhat ranged from 60 percent to I l 0 percent of
target. Target award levels under the Annua l Incentive f'rogrnrn arc c.,"prcssedas a percentage of base salary.
At the February 20 l4111eeting, the Committee detennined that for 2014 ii wou ld base 70 percent of the annual incentive perfomiance goa ls on NU's
overall financial performance and 30 percent of the annual performance goals on NU's overall operational perfonnam.-e. The Committee a lso
delem1 ined the specific gonls to assess perfonnance and that the individuul goals would be assessed using ratings ranging from 0 percent m 200
percent. The Committee assigned weightings lo each of these specific goals: for the financial component, the earnings per share goal was weighted
at 60 percent, the reduction in operating expenses goal was W<-ighted at 20 [l1Jrce11t, and the remaining 20 percent weighting was based on the
combined dividend growth and credit rating goals. For the operational component, the Committee detennined chm the combined service reliability
and responsiveness goals would be weighted at 60 percent, the combined customer service and merger integration goals would be weighted at 25
percent. and the combined safety ratings, gas service response and call center perfonnance goals would be wcig/ned at 15 pcrcenc.
With res pect to 20 14 perfonnance, management prO\l)ded an initial review ofthe Company's performance for tl1e year at 1he December 2014 meeting

of the Committee, foJlo,ved in February 20 I 5 b y a full assessment of the perfonnance goals, the additional accomplishments noted below under the
caption ''Additional Factors" mid the overal l performance ofNU. The Conuniltee wus also provided updates during tlte year on corporate
pcrfonnance. At the February 2015 meeting, the Committee detem1i11ed, bused on its asse.ssment of the financial lllld operational performance goals,
to set the level of achievement of combined financial and operational perfonnanoe goals results al 16 I percent of target, reflecting the overall
excellent perfonnance ofNU and the executive temn. Jn arriving 111 this cletennination, the Committee determined that the financial perfonrrance
goa ls result wus 163 percent ofwrgel and the operational performance goals resu lt' was 158 percent of target. The individual financial and
operational perfonnance goals resuhs are as stt forth below. NU's Chief Executive Officer recommended ro the Committee payout levels for the
execu tives (other than himsel'f) hased on his assessment of each executive's individual perfomrnnce towards achievement of the perfonnance goals
and the additional accomplishments of NU, together with each executive's contributions to the overall perforn1ance of NU. 111e awards detennined
by the Committee were a lso based on the same 1·hree-componeot criteria.

Fi1u111dal Perfor111t111ce Goats Assessment

NU achieved its goal ofrecL1rring earnings per share of$2.65 in 2014. exclus ive of merger related costs, a 4.7 percent increase over
2013 and compared to an expected industry increase of approximate ly 4.5 percenL The Committee determined this goal to be a
significant accomplishmen~ particularly in light of an w1favorable ru ling from the Federal Energy Regu latory Conuuission lbat
lowered NU's rerum on equity and resulted in a $0.07 per share charge lo earnings. and the foot that NU had previously grown
earnings l l percent in 2013. The Commiuee determined this goal lo have attained a 150 percent perfonnance result.

NU continued to achieve operations and maintenance expense reductions through successfol integration initiatives, res ulting in a 6.8
percent reduction in operating expenses in 2014. This exceeded the goal of more than a 3 percent reduction and compared with an
expected average industry increase of2 percent. The Committee determined this goal to have attained a 200 percent perfonnance
result.
NU increased its divide11d to$ I..57 per share, a 6.8 percent increase from the prior year and significantly above tl1e industry average
dividend growth of3. 7 percenl The Committee determined ll1is goal lo have anained a 175 percent perfonnance result in light of boU1
the 2014 percentnge increase and the previous dividend growth realized in 2013.
NU's credit rating at Standard & Poor's is currently "A-," among the highest in the uti lity industry, providing the foundation for
favorable financing opportunities during the year and in the future. The industry average credic rating at Standard & Poor's is
"BBB+." In addition, during the year Standard & Poor's raised the outlook on NU's credit rating to "positive'' from "stable." The
Committee detenn ined this goal to have attained a 150 percent perfonnance result.

Operatio11a/ Performa11ce Goals Assessment
NU's total electric system operating performance was the best on record . Average months between interruptions in service equaled
15.4 months. J 8 percent bener than the goal of 13. J months and eltceeding the industry average of 13.2 months. System average
restoration duration equaled 82 minutes. 15 percent belier than the established goal of96. I minutes ai1d significantly below tl1e
ind ustry average of I 23.2 minutes. Both oftl1ese results indicate top quartile perfonnance against industry peers, The Committee
determined these goals to have each aua ined a t75 percent performance resull
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NU completed several important i111egration initiatives across the company, including the implementation of an out-sourced LT
busi11ess model, a new "financial and reporting and budgeting general ledger system, and a facilities consolidation program that
streamlined operating effectiveness. The Committee detcnnined this goal to have attained a 150 percent perfomrnnce resu lt.
NU continued to improve the customer experience through substantial progress 011 several custom~r initiatives, including its "Above
and Beyond for our Customers-Driving To Top Tier" initiative of improving customer service; lhe implermmtation of "Blue Sky"
mnagc infonnation improvements; its "Voice of the Customer" program; and the creation of the exciting new brand, Eversource
Energy, which captures the company's dedication to great customer service. The Committee detem1incd this goal to have attained a
150 percent perfom1ance result.
On-time response to gas customer emergency calls was 99.2 percent, which exceeded the goal of99. I percent. The Committee
detennlned this goal to have attained a 100 percent perfonnance result.
86.2 percent of customer calls were answered within 30 seconds. which exceeded the goal of85.6 percent The Committee detennined
this goal co have attained a I 00 percent perfomiance result.
NU achieved a safety perfom1ance goal of l .44 Days Away & Restricted Time ("DART") per 1.000 employees, exceeding the goal of
1.5. The Committee detennined this goal to have attained a I00 percent performance result.
Atltlirio1111/ Factors
The following results were also considered by !he Commjttee in making an assessmenl of overall financial and operational perfonnance. but were nol
given specific weightings or assigned a specific perfonnance assessment score:
NU announced a partnership with Spectra Energy Cotµ to bring much needed natural gas capacity into New England.
NU obtained severa l c-0ostruclive regul atory approvals and dec isions in Connecticut, Massachusetts and New Hampshire.
NU successfully completed its $1.7 billion capital plan to improve re liabi lity and customer service and also responded very well to
several major stonns across its service territory.
NU implemented important employee engagement and corporate culture initiatives and stre-.tmlined and simpliiied many processes
across the company, in concert with its "One Company" model.
NU's cumulat'ive toml shareholder returns of30.5 percent, 64.3 percent, 145.8 percent, and 297.7 percent over the past one-, three-,
five-, and I0-year periods oucperfonned tho util ity industry over those same periods.
/f1divii/11ul Performance Fuctors Consideretl by tile Committee
The goal of the Comminee for 20 14 was to continue to provide incentives for executives to work together as a highly effective. integrated team to
achjeve or exceed the financial, operational. customer and process Integration goals and ob.jc::ctives. 'v\fhile en1phasizing the importance of e.xecutlves
working as a team, the anmial incentive award payments were also based on the Committee's assessment ofeacJ1 executive's individual perfonnance
in supporting the performance goals, adru tionaJ achievements and overall company performance. 111e Comminee assessed the performance ofNU's
Chief Executive Officer and. based on the recommendations of the Chief Executive Officer, the Named Executive Officers, to detennine the
individual incentive awards as disclosed in U1e Summary Compensation Table. Based on U1e Comminee's review, which included its assessment of
the perfonnance goals, the significant other accomplishments of NU and the Named Executive Officers, and U1e overall performance of NU and each
ofNamed Executive Officers. considered in its totality by the Committee to have been excellent, the Committee approved annual incentive program
payouts for the Named Executive Officers at levels that ranged from 154 percent to 171 percent of target. These awards reflected the individual and
team contributions of Mr. May, Mr. Judge, Mr. Olivier, Mr. McHale, Mr. Schweiger and Mr. Buder in achieving the goals and the additional
accomplislunents and the overall perfonnance of the company.
In arriving at Mr. May's annual incentive payment of $2.250.000, which was 170 percent of target, and which reflects his and NU'S excellent
perfonn ance, the Committee and the Board considered the totality ofNU's success in accomplishing the financial , operational, customer and merger
effectiveness goals. the additional accomplishments of the company_and Mr. May's strategic leadership of NU.
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20 14 Annual lncentive Program Performance Assessments

Financial Performance Goals

Cateaorv
Earnings Per
Share

2014 Goal

Comoanv Perfonnance
Achieved - $2.65 per share, a 4. 7%
increase over 2013, outperfom1ing
$2.65 per share
expected industry peer growth of
approximately 4.5%
Exceeded - 2014 Operating Expenses
Reduce
Reduce operating expenses co
Fi11ancial
$1 ,424 million, or a more thill13% were $1 ,392 mi ll ion, or 6.8% below 2013
Perfonnru1ce Operating
2xpenses
reduction
results
Dividend
Increase NU's dividend $.10 to
Achieved - Increased to $ 1.57 per share,
Growth
$1.57 per share
a $. I0 increase and 6.8% growth,
significMtly exceeding the industry
average growth of3.7%
Credit Rating Maintain NU's top tier Standard & Achieved - S&P rating A- (with "new''
Poor's (S&P) A- oredit rating
Positive Outlook), among the highest in
the utility industry
Weightings = EPS - 60%: Reduce Operating, Exoenses - 20%; dividend/credit - 20%

Indicative
Assessment
150%

200%

175%

150%

Operational Perform ance Goa ls

Category
Re liability-Avg. Months
Between Interruptions (MB!)

2014 Goal

Company Perfomiance
Exceeded - MB! 15.4;
18% better than goal and in top
Achieve MBJ of
quartile of peers
13.l
Average Restoration Duration Achieve SAIDI of Exceeded· SAIDI 82 minutes;
(SAIDI)
96.1
15% better than goal and in top
minutes
quarti le of peers
lmprove the Customer
Implement
Achieved - Major initiatives
Experience
customer service
(customer service. outage
initiatives
infomiation and brMding) achieved
Operational
Merger Integration
Execute on key Achieved · S ignificant IT, general
Performance
merger integration
ledger and facilities initiatives
initiatives
achieved, lowering costs and
streamlining operations
Safety Rate
1.5 DART
Achieved - 1.44 DART
Gas Service Response
Ach ieved - 99.2%
99.1 %
Calls Answered
85.6%
Achieved - 86.2%
Weightings = Reliability and Restoration- 60%: Important Corporate lnitiatives-25%:
Safety/Gas Service Response/Calls Answered Rate -combined 15%

Indicative
Assessment
175%

175%

150%
150%

100%
100%
100%

Performance Goals Assessment
Financial Perfonnance (weighted 70%)
Operational Perfonnance (we ighted 30%)
Overall Performru1ce

163%
158%
161%

LONG-TERM lNCENTIVE PROGRAM

General
NU's long-tenn incentive program is intended to focus on the company's longer-term strategic goals Md to help retain the executives. A new lhreeyear program commences every year. For the 20 14 - 2016 Long-Tenn Incentive Program, at target, each grru1t consisted of 50 percen t Restricted
Share Units (RSUs) and 50 percent Performance Shares. RSUs are designed to provide executives witb an incentive to increase the value of
Company common shares in alignment with shareholder interests, whi le also serving as a retention component for executive talent. Performance.
Shares are designed to reward achievement as measured against pre-established perfonnance measures. NU believes these compeusation elements
create a focus on continued company and NU share price growth to further alfgn the interests of the executives with the interests ofNU's
shareholders.
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Resfrided Share Units (RSUs)

Gl!neml
Each RSU granted uoder the long-term incentive program entitles the holder to rt-ceive one NU common share at the 1ime of vesting, All RSUs
granted under the long-term incentive program provide for ves1ing in equal annual installment~ over three years. RSU holders are eligible to receive
reinvested dividend units on outstanding RS Us held by them to the same extent that dividends arc declared and paid on NU common shares.
Reinvested dividend units are accounted for as additional RSUs tha1 accrne and are distributed with the common shares issued upon vesting of the
underl ying RSUs. Common shares, including any additional common shares in respect of reinvested dividend units. are not· issued for any RSUs tJ1a1
do not vesr.
The Committee dctem1ined RSU grants for each officer participating in the long-term incentive program. RS U grants are based on a percentage of
base salary and measured in dollars. In 2014, the percentage used for each officer was based on tbe executive ot'llcer's position in the company and
ranged from 75 percent to 200 percent of base salary. The Committee reserve8 the right to Increase or decrease the RS U grant fron\ target for each
officer under spe1.:ial circumstances. Based on input from NU's Chief Executive Officer, the Committee determined the final RS1J grants for each of
the other executive officers, including the other Named Executive Officers.
All RSUs are granted on the date of the Committee meeting at which they are approved. RSU grai1ts are subsequently converted from dollars into
common share equivalents by dividing tlle value of each grant by the nvemge closing price for NU common shares over lhe ten trading days prior Lo
tJ1e dale oftJ1e grai1t
RSU Grants 1111der 1/11: 2014-2016 Program
Undtir the 2014 - 2016 Program, the target RSU grant totaled approx imately $7,741 ,835 for the 49 NU officers participating 111 the program.
Dividing the final total RSU grant hy $43.13, !he average closing price ofNU common shares over the ten trading days prior to the date of grant,
resulted in an aggregate of 179.500 RS Us. The following RSU grants at I00 percent of target were approved, reflected tn RS Us: Mr. May: 55,900;
Mr. Jt1dge: 12,400: Mr. Olivier; 13,000; Mr. Mel-Tale: 12,400; Mr. Schweiger: 8.700 and Mr. Butler: 8,600.
RSU Grams under the 2013 -2015 Program
Under the 2013 - 2015 Program, tJ1e target RSU grant totaled approxfo1ately $7,057,248 fort.he 44 NU officers participating in the program.
Dividing the final total RSU grant by $39.36, the average closing price of NU common shares over the ten trading days prior to the date of grant,
re5ulted in an aggregate. of 179.300 RS Us. The following RSU grant~ at 100 percent of target were approved, reOected in RS Us: Mr. May: 52.000:
Mr. 11Jdge: 13,100; Mr, Olivier; 13,800; Mr. McHale; 13.100; Mr. Schweiger: 9.300 and Mr. Butler: 9, 100.
Perfo rmance Share Gru nts

General
Perfomiance Shares are designed to reward future financial performance. measured by long-term earnings growth and above-average total
shareholder returns, there lore aligning compensation with performance.

Pe1for111ance Shares 1111der the 2014 - 2016 Program
The Committee detennined to use: (l) average diluted NU earnings per share growth adjusted for certain non-recurring items ("EPSG"); and
(ii) relative NU total shareholder return ("TSR") measured against the performance of companies tJ1at comprise the EEl Index, As in 2013, the
Committee selected EPSG and TSR as performance measures because the Committee believes that they are generally recognized as the best
indic11tors of overnll corporate pcrfonnance. Further, the Committee considers it a best practice to use a com bination of re lative and absolute
metrics, wi th BPS growth serving as a key input to shareholder val ue and TSR serving as the outpuL
The mm1ber of Performnnce ShRres awarded at lhe end oftl1e three-year period ranges from 0 percent to 200 percent of target. depending on EPSG
and relative TSR perfon11m1ce as set forth in the perfomiance matrix below. For the 2014- 2016 Program. EPSG ranges from() percent to 9 percent,
while TSR ranges from below the 10th percentile to approximately ahove the 90th percentile. The Committee detennined that payour at 100 percent
of target should he challenging but achievable. As a result, vesting at 100 percent of target occurs at various combinations of EPSG and TSR
performance. In addition, the value of any perfonnance shares that actually vest may increase or decrease over the vesting period based on NU's
share price perfomiance.
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The performance matrix set forth below describes how ll1e Perfonnance Share payout is determined under the 20 14 - 2016 Program. Acn1al threeyear average EPSG is cross-referenced with the actual three-year TSR percentile to delem1ine actual perfonnance share payout as a percenta&e of
target:

Three-Year
Average
EPS Growlh
9%
8%
7%
6%
5%
4%
3%
2%

1%
0%
Below0%

2014 - 2016 Long-Term Incentive Program Performance Share Payout
Three-Year Relative Total Shareholder Return Percentiles
Below
10th
20th
30th
40th
SO th
60th
70th
80th
110%
120%
130%
140%
150%
160%
170%
180%
100%
11 0%
120%
130%
140%
150%
160%
170%
90%
100%
110%
120%
130%
140%
150%
160%
100%
80%
90%
110%
120%
130%
140%
150%
110%
120%
90%
100%
130%
140%
70%
80%
100%
90%
60%
70%
80%
110%
120%
130%
40%
50%
70%
100%
110%
80%
90%
1.20%
20%
40%
60%
80%
90%
100%
110%
70%
0%
10%
40%
60%
70%
80%
90%
100%
0%
0%
20%
30%
50%
70%
80%
90%
0%
0%
0%
0%
10%
20%
30%
40%

90th
190%
180%
170%
160%
150%
140%
130%
120%
11 0%
100%
50%

Above
90th
200%
190%
180%
170%
160%
150%
140%
130%
120%
110%
60%

Performance Shares under the 2()13 - 2015 Program

The Committee also detem1ined to use: (i) EPSG; and (ii) TSR measured against the perfonnance of companies that comprise the EEi Index. For the
2013 -20 15 Program, the number of Perfom1ance Shares awarded at tl1e end of tl1e three-year period ranges from 0 percent to 200 percent o f target,
depending on EPSG and relative TS R perfonnance as sel forth in the performance matrix. EPSG ranges from 0 percent to I 0 percent, while TSR
ranges from below the 10th percentile to approximately above the 90th percentile. The Committee detennined that payout at JOO percent of target
should be challenging but achievable. As a result. vesting at I 00 percent of target occurs at various combinations of EPSG and TSR perfonnance. lo
addition, the value of any perfonnance shares that act11ally vest may i11crease or decrease over tl1e vesting period based on the Company's share price
performance.
The performance matrix $Cl forth below describes bow the Performance Share payout is detemiined under the 2013 - 2015 Program. Act1ml threeyear average EPSG is t'foss-referenced witl1 tl1e actual tlJJee-year TSR percentile to dctem1ine acwal performance share payout as a percentage of
target:

Three-Year
Average
EPS Growth
10%
9%
8%
7%
6%
5%
4%
3%
2%
1%
0%
Bclow0%

201J - 20l-=i L ong-T erm nccntivc p rol!ram perIiormaoce s hare p ayout
Three-Year Relative Total Shareholder Return Percentiles
Below
JO th
100%
90%
80%
70%
60%
50%
40%
30%
20%
0%
0%
0%

10th
110%
100%
90%
80%
70%
60%
50%
40%
30%
20%
O'Yo
0%

20th
120%
110%
100%
90%
80%
70%
60%
50%
40%
30%
20%
0%

30th
130%
120%
110%
100%
90%
80%
70%
60%
50%
40%
30%
0%

40th
140%
130%
120%
110%
100%
90%
80%
70%
60%
50%
40%
0%

50th
150%
140%
130%
120%
110%
100%
90%
80%
70%
60%
50%
10%

60th
160%
150%
140%
130%
120%
11 0%
100%
90%
80%
70%
60%
20%

70th
170%
l60%
150%
140%
130%
120%
110%
100%
90%
80%
70%
30%

80th
180%
170%
160%
150%
140%
130%
120%
110%
100%
90%
80%
40%

90th
190%
180%
170%
160%
150%
140%
130%
)20%
110%
100%
90%.
50%

Above
90th
200%
190%
180%
170%
160%
150%
140%
130%
120%
110%
100%
60%

2012 - 2014 (P1·c-Me1·ge1") Long-Term Incentive Program
The2012-2014 Program was approved prior to the 2012 merger with NSTAR. Grants under the Program consisted of 50 percent RSUs and 50
percent Perfom1ance Shares. The RSU graots under this three-year program vest in equal annual installments and are otherwise subject to the
provisions set forth in the section above titled "Restricted Share UnitS (RSUs)." Upon the closing of the merger in 2012. the Perfonnance Share
grants under this program converted to RSUs assuming a target level ofperfonnance, and the newly converted RS Us were made su ~ject to the
vesting sche(lule for the original RSU grants under each program. Uhderthe 2012 - .2014 Progran1, halfof the newly converted RS Us vested in 2013
and the remaining half vested in 2014,
CLAWBACKS
lf NU's earnings were to be restated as a result of noncompliance with accow1ting rules caused by fraud or misconduct, NU would require its Chief
Executive Officer and Chief Financial Ollicer to provide reimbursements for certain incentive compensation received by each oftl1em. To the extent
that reimbursement were not required under SEC rules or NYSE listing standards. NU's lncentive Plan would require any employee whose
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misconduct or fraud caused such restatement. as detem1ined by NU's Board of Trustees. to reimburse NU for any incenth·e compensation received b
him or her.
In addition. once final rules arc adopted by the SEC regarding an} additional clawback requiremenis under the Dodd-Frank Wall Street Refom1 and
Consumer Protection Act (Dodd Frank), NU will review its clawback policy and compensation plai1s and, if necessary. amend them to comply\\ itl1
ihc new mandates.
'0 HEDGI NG A D NO PLEDGING POLICY
NU has adopted a policy prohibiLing the purchase of financial instruments or otherwise entering into transactions designed to have the effect of
hedging or offserting any decrease in the value of NV common shares by llS Trustees and employees, including executive officers. This policy also
prohibits all pledging. derivative transactions of short sales involving NU common shares or the holding of any NU common shares in a margin
account.

SHA RE OWNERSHIP GlllDELI ES/HOLDING PERIODS

The Committee has approved share ownership guidelines to further emphasize the imponancc of share ownership by officers. As indicated in the
table below, the guidelines call forNU's Chief Executive Officer to own NU common shares equal to six times base salary, executive vice presidents
and senior vice presidents to own a number of common shares equal to three times basr salary and all other officers to own a number ofcommon
shares equal to one to two times base salary.
Encutive Officer

Base Salary M ulliple

ChiefExecutive Officer

6

£xecutive Vice Presidents I
Senior Vire Presidents

3

Operating Company Presidents
Vice Presidents

2
1- 1.5

NU requires that its officers attain these ownership levels within five years. All officers, includi11g the Named Executive Officers, have satisfied the
share ownership guidelines or arc expecled lo satisfy them within the applicable tinwfrarne. Common shnres, whether hdd of record, in street name.
or in individual 401(kJ accounts, and RS Us satisfy the guidelines. Uncxcrcised stock options and unvested perfimnance shares do not count toward
the ownershi1>guidelines. ln uddition to the share 01\~1ersh lp guidelines requirements noted above, all ofliccrs must ho ld all the net shares awarded
under NU's stock compensation plan until the share ownership guidelines requirements have bec:n met. We wi ll also review Lhis policy when final
rules under Dodd-FraJlk are adop1cd and will amend our policy and disclosure as appropriate to comply with the rules.
OTHER
Retirement Benefits

NU provides a qualified defined benefit pension program for cenain officcl'l., which is a final average pay program subject to ta\'. code limits.
Because of such limits. NU also maintains 11 supplemental aon.qualificd pension program. Benefits are based on base salary 3Jld certain incentive
payments, which is consistent with the goal of providing_ a retirement benefit that replaces a percentage of pre-retirement income. The supplemental
program makes up for benefits barred by tax code limits, and genenill y provides (together '"ith l11e qualified pension program) benefits equal to
approximately 60 percent of pre-retirement uompensation (subject to certain reductions) for Messrs. Muy, Judge, Schweiger and Butler. and
approximately 50 percent of such compe11satio11 for Mr. MeHale. The supplllmental prog.r3J11 has been discontinued for newly-elected officers.
For cenain panicipants, the benefits payable under the Supplement Non-Qualified Pension Program (Program) differ from those descnbed above.
Under the Key Executive Benefil Plan. Mr. May is entitled 10 an altemaiivc retirement benefit equal to 33 perccnl offinal base salary annuall) for 15
years in lieu of the benefits provided under l11e Program. Benefits that \\Ould be available under the Key Executive Denefit Plan are less than those
available under the Program and therefore bave not been included in the present val ue of accumulated benefit shO\\n below. Upon retirement,
Mr. May is entitled to receive the greater of the benefit payable under the Program or the Key Executive Benefit Pllll'.I Mr. Olivier's emplo)'ment
agreement provides retirement benefits similar Lo those of a previous employer instead of the supplemental program benefil5 described above Under
th.is agreement be will receive a pension based on a prescribed formula 1fhe meets certain eligibility requirements. The Program benefit payable 10
Mr. Schweiger is fully vested and is further reduced by benefits he is entitled to receive under previous employers' retirement plans.
Also see thi: narrative accompanying the ''Pension Be.nefits" table and accompnoying notes for more detail on th e above program.
40 1(k) Benefits
NU offers a qualified 401 (k) program for all employees, including executives, subject to tax code lin1its. A fier applying these limits, the program
provides a maximum match of up to$ 10,400 for Messrs. May. Judge and Schweiger. which i.s equal to 50 percent of the first 8 percent of eligible
base salary and annual cash incentive. For Messrs. Olivier, McHale and Buller. NU provides a maximum match of up lo S7,800, which is equal to
3 percent of eligible base salal) and annual cash incentive.
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Defer red Compensation
NU offers a non-qualified deferred compensation program for executives. In 2014, the program allowed deferral of up to 100% of base salary.
annual incentives and long-te1111 incentive awards. The program allows participants to select investment measures for deferrals based on an array of
deemed investment options (including certain mutual funds and publicly traded securities).
See the Non-Qualified Deferred Compensation Table and accompanying notes for add itional details on the above program.
Pe rquisites
NU provides executives with limited financial planning. health services, vehicle leasing and access to tickets to sporting events. perquisites that NU
believes arc consistent with peer companies. The current level of perquisites docs not factor into decisions on total compensation..
CONTRACT AL AGREEME 'TS

NU maintains contrnctual agreements with all of the Nan1ed Executive Officers that provide for potential compensation in the event of certain
tenninations following a Change of Control. NU believes these agreements arc necessary to attract and retain high quality executives and to ensure
executive focus on NU business during the period leading up lo a potential Change of Control. The agreemen ts arc ''double-trigger" agreements that
provide executives with compensa1io11 in the event ofa Change of Control. while still providing an incentive to remain employed with NU for the
transiti on perio<l lhal follows.
Under the agreements, certain compensation is generally payable if. during lhe applicable change of control period, lhe executive is involuntarily
tenninated (other than for cause) or vo luntaril y tenninates employment for "good reason." These agreements are described more fully below under
"Potential Payments upon Termination or Change ofControl."
TAX AND ACCOUNT IXG CO 'SIDERATIONS

NU's incentive plan was approved by shareholders and pennits annual incentive and performance share awards intended to qualify as perfonnancebascd compensation under Section 162(m) of the Internal Revenue Code. However, NU believes that the availability of a tax deduction for fonns of
compensation is secondary to the goal of providing market-based compensation to a1tract and retain high ly qualified executives. ln addition. the
compensa1ion program plans were amended in 2008 to comply witl1 Section 409A of the hnemal Revenue Code.
NU has adopted the provisions of Financial Accounting Standards Board (F ASB) Accounting Standards Codilica1ion (ASC) Topic 7 18,
Co111pensa1ion-S1ock Compensalion. In general, NU and lhe Committee do not take accounting considerations into account in structuring
compensalion arrangements.
EQUITY GRANT PRACTICES

Equity awards noted m the compensation tables are made at the February meeting of the Cornmjttee (subject to the further approval of the
independent members ofNU's Board of Trustees of the Chief Executive Officer's award) when the Committee also detem1ines base salary. annual
and Jong-tem1 incentive compensation targets and annual incentive awards. 1l1e date of this meeting is chosen several months in advance. and
therefore awards are not coordinated with tl1e release of material non-public infomrntion.
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SUMMARY COMPENSATION TABLE
The table below summarizes lhc total compensation paid or earned by C'L&P's principal executive officers in 2014 (M.r. Olivier and Mr. Schweiger).
principal financial officer (Mr. Judge) and the (Jiree most highly compensated executive officers other than the principal executive oflicers and
principal financial offioer serving on December 3 1, 20 14 (Messrs. May, McHale, and Buller), determined in accordance with the appl icabJe SEC
disclosure rnles (colleotively, the Named Executive Officers). As explained in ihe footnotes below. the amounts rellcct the economic benefit to each
Named Executive Officer of the compensation item paid or accrued on his behalf lbr the fiscal year ended December 31. 2014. The compensation
shown lbr each Named Executive Officer was for all services in all capacities to NU and its s ubsidiaries. All salaries. annual incenti ve amounts and
long-term incentive amounts shown for each Named E.xecutive Oflicer were paid for all services rendered to NU and its subsidiaries. including
CL&P, in all capadties.
C hange in
Pensio n
Valu e
a nd NonQualified
Name a nd
Principal Position
T homas J. May (l)
Presiden t anc! Chief
Executive Officer of NU;
Chainnan ofCL&P
James J. Judge (J)
Executive Vice President
and Chi ef financ ial
Officer of NU and CL&P
Leo n J. Olivier (2)
Executive Vice President
Energy Enterprise
Strntegy and Business
Dewlo iment of NU
Da,1icl R. Mcllale
Executive Vice President
ru1d Chief Administrative
ofNU ru1d Cl&P
Werner J. Schweiger (3)
Exeuutive Vice President
and Chief Operating
Officer of NU; CEO of
CL&P

GregoryB. Butler
Senior Vice Presidenl
and General Counsel of
NU andCL&P

Year
2014
2013
2012

Salary

Stock
Awards

($) (4)

($) (5)

1.196,325
1, 161 )50
1.125,000

5.276.401
4.263,480
3,418.416

2014
2013
2012

587,975
570.750
535.667

1.170.436
J.014-069
793,045

20 14
2013
2012

617,225
599,242
583,043

20l4
2013
20l2

No n-Equity
lncenti\le Plan
($) (6)
2.250,000
2.125,000
2.100,000

Deferred
Earnings
($) (7)
182.,787

Alf Other
Com pensa tion
($) (8)

Tofal
($)

1,232,395

75.004
111 .269
91,726

8,980.5 17
7.660.999
7,967.537

660,000
650.000
640,000

1,587.879
111,279
1.097,100

20.346
20,886
21.085

4.026.636
2.426,984
3,086,897

1,227.070
1, 131.462
889, 147

680,000
670,000
974,236

1,376,886
109,818
887,046

7-877
23.668
17,491

3,909,058
2,534,190
3,350,963

587,643
570,147
553. 853

1,17.0,436
1,074,069
844,685

660,000
650,000
939,939

1, 136,933
1, 127,536

10,348
22.104
16,615

4,565,360
2,316,320
3,482,628

2014

538,950

821 , 193

600.000

l.174,893

205,073

3.340,109

2014
2013
2012

457.736
444.423
431-885

811,754
746, 109
659,226

515,000
505,000
727.534

l, 274,208

12,800
12.650
7.500

3,071,498
1,708)82
2,590,903

764.758

( I)

rhe 20 12 compensation reported for Messrs. May and Judge includes compensation paid by NSTAR during 01e period from
January 1. 2012 to April 9. 2012, prior to U1e closingofthe merger, plus compensation paid by NU for the remainder of2012.
followin.g the closing ofU1e merger. Tbe 20 12 compensation paid by NU consisted of the following. For Mr. May, Salary:
$822,414; Non-Equity Incentive Plan Compensation: $2, 100,000; Change in Pension Va lue and Non-Qualified Deterred
Compensation Earnings: $ 1,,232,395: All Other Compensation: $87,821; and Total: $4,242,630. For Mr. .Judge. Salary:
$401,215; Non-Equity fncentive Plan Compensation: $640,000; Change in Pension Value and Non-Qualified Deferred
Compensation Earnings: $ 1,097, IOO: All Other Compensation: $7 ,500; and Total: $2.145,81 S.

(2)

Mr. Olivier resigned as Chief Executive Officer ofCL&P effective August 11 , 2014. and as Executive Vice President and Chief
Operating Officer of NU effective September 2, 2014. He was elected Executive Vice Presjdeot-Energy Enterprise Strategy and
Business Development of NU effective September 2, 2014.

t3)

Mr. Schweiger was elected Chief Executive Officer of CL&P effective August 11, 2014. He did not meet tbe requiretneots for
inclusion in the Summary Compensation Table and was not a Named Execut ive Officer in 20 12 and 2013. Mr. Schweiger was
elected Executive Vice President aud Chief Operating Officer of NU effective September2, 2014.

(4)

Includes amounts deferred in 2014 under the deferred compensation program for Mr. Olivier: $123.446; Mr. McHale: $11.753
and Mr. Schweiger: $997.803. For more infomiation. see the Executive Contributions i.n the Last Fiscal Ye11r column of the NonQualitied Deferred Compensation Plans Table.
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(5)

Reflects the aggregate grant date fa ir value ofrestricted share uni rs (RSUs) ru1d perfom1ance shares granted in each fiscal year,
calculated io accordahCe with FASB ASC Topic 718.
In 2013 and 2014 for each Named Executive Officc::r. and in 20 12 for Messrs. Olivier, McHale and BuUer, RS Us were granted as
long-1en11 compensation that vest in equal annual installments over three )'ears. RSU holders are eligible to receive dividend
equivalent units on outstanding RS Us he ld by them lo the same extent that dividends are declared and paid on our common
shares. Dividend equivalent units are accounted for as additional common shares that accrue and are distributed simultaneously
with the common shares issued upon vesting of the underly ing RSUs. The 2012 amounts sh0\·\11 for Mr. May and Mr. Judge
represent the value of DefeJTed Shares granted by NSTAR. See footnote (l ).
h1 2014, each of the Named Executive Officers was granted performance shares as Jong-term incentive compensation. These
performance shares wil l vest on December 31, 2016 based on the cxient to whieh the two perfom1ru1ce conditions described in
the CD&A are ach ieved, The grant date values for the performance shares, assw11ing achievement of the highest level of both
perfonnancc conditions, are as follows: Mr. May: $4,112,004; Mr. Judge: $912, 144; Mr. Olivier: $956,280
Mr. McHale: $912,144; Mr. Schweiger: $639,972; and Mr. Butler: $632,6 16.

(6)

Includes payments to the Named Executive Officers under tl1e 2014 Annual fncentive Program (Mr. May: $2,250,000; Mr. Judge.
$660,000; Mr. Olivier: $680,000: Mr. McHale: $660,000; Mr. Schweiger: $600,000 and Mr. Butler: $515,000).

(7)

Includes the actuarial increase in the present value from December 31, 2013 to December 31 , 2014. of the Named Executive
Officer's accumulated beneffts under all of our defined benefo pension program and agreements de!ennined using interest rah:
and mortality rate assumptions consistent with those appearing under the caption "Management's Discussion and Ana lysis and
Results of Operations" in this Annual Report on Forni 10-K. The Named Execullve Officer rnay not be fully vested iri such
amounts. More information 011 this topic is set forth with respe1..'1 to the Pension Benefits table, appearing further below. There
were no abo ve-market earnings on dcfemtls in 2014, as the tenns of the Deferred Compensntion Phm provide for market-based
investmenis. including Company Common Shares. In 2013, U1e change in pension vulue for each of Messrs. May. McJ !ale and
Buller was 11 negat ive amount.

(8)

Includes matching contributions alloeated by us to the accounts of Named Executive Officers under the 40 1k plan as follows:
$10,400 lbr each of Messrs. May. Judge and Schweiger, and $7,800 for each of Messrs. O livier, McHale and Butler. Alsn
includes employer matc.hing contributions under the deferred compensation program for eligible Named Executive Officers who
made deferral elections in late 20 13 for salary earned in 2014 (Mr. McHale: $9,827 and Mr. Olivier: $10. 737). Mr. Butler did not
participate in the deferred compensation program i11 2014. For Mr. May. the value shown includes $53.118 attributable to a
previously grnnted $6.155 mfllion present value life insurance benefit: financia l planning services valued at $5,860: $3.086 paid
by the Company for Company-leased vehicles. For Mr. Judge, the value shown includes financial planning services val ued at
$6_I00 and $3.846 paid by the Company for Company-leased vehicles. For Mr, Schweiger, t.hc va lue shown includes financial
planning services valued at $6,028, $802 paid by the Company for Company-lensed vehicles and $ 187.843 paid by the Complllly
for relocation from Massachusetts to Connecticut None oft.he other Named Executive Officers received pcrqu.isites valued in
the aggregate in excess of$ I0,000.
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GRANTS OF PLAN-BASED AWARDS DURING 2014
The Grants of Plan-Based Awards Table provides infonnation on the range of potential payouts under all incentivt: plan awards during the fiscal year
ended December 31. 2014. The table also discloses the underlying equity awards and the grant date for equity-based awards. NU has noi granted
any stock options since 2002.

Name
T h omas J. May
Annual lncentive (4 >
Long-Tenn Incentive (S)
.la m es J..Judge
Annual bicentive (4I
Long-Tenn lncentjve 15)
Leon J. Oliv ier
Annual Incentive (4 >
Long-Term lncentiv e (S)
David R. McHa le
Annual Incentive C4 >
Long-Term lncentjve. <5)
Wern er J. Sch weiger
Annual Incentive <4 >
Long-Term Incentive <5)
Greg ory B. Bu tler
Annual Incentive (4 )
Long-Term Incentive <5l

G ra nt
Date

Estimated Future P ayouts Under
Non-Equity In centive P la n Awards
T arget
Maxim u m
T h reshold
($)

02/0412014
02/04/2014

662,800

02/04/2014
02/04/2014

192,500

02/04/2014
02/0412014

202,000

02/04/2014
02/04120 14

192.500

02/04/20 14
02/0412014

195,000

02/04/2014
02/04!20 14

149,955

($)

1,325,600

385,000

404,000

385,000

390,000

299,910

($)

Estimated F utu1·e Pa you ts Unde r
Eg uitv l nce nth•e Plan Awards Pl
T hreshold
Maxim um
T arget
($)
(#)
(#)

A ll Other
Stock
Awards:
Nu mber of
Sh ares
of Stock
or Units

G rant
Da te Fair
Value of
Stock a nd
O ption
Awards

(#) (2)

($) (3)

2,651 ,200
55,900

111,800

55,900

5.276,401

12,400

24,800

12,400

1,170,436

13.000

26,000

13,000

1,227,070

12,400

24,800

12,400

1, 170,436

8,700

17,400

8, 700

821, 193

8,600

17,200

8,600

811, 754

770,000

808,000

770,000

780,000

599,820

(l )

Reflects tbe number of performance shares granted to eacb of the Named Executive Officers on February 4, 2014 under tbe 2014 - 2016
Long-Tem1 Incentive Program. Perfom1ance shares were granted subject to a three-year Perfom1ance Period that ends on December 3 I,
2016. At the end of the Performance Period, common shares will be awarded based on actual perfonnance as a percentage of target,
subject to reduction for applicable withholding taxes. Ilolders of perfonnance shares are eligible to receive dividend equivalent unjts 011
outstanding performance shares held by them to the same extent that dividends are declared and paid on our common shares. Dividend
equivalent units are accoumed for as additional common shares that accrue and are dis<ributed simultaneously with NU common shares
underlying the perfonnance shares. The Annual Incentive Plan does not include an equity component

(2)

Re-fleets the number of RSUs granted to each oft·he Named Executive Officers on February 4, 2014 under the 2014-2016 Long-Tem1
Incentive Program. RS Us vest in equal installments on Febnaary 4. 2015, 2016 and 2017. N U will distribute common shares with respect
to vested RSUs on a one-for-one basis followiog vesting, after reduction for app licable withho lding taxes. Holders ofRSUs are e ligible to
receive d ividend equivalent units ou outstanding RSUs held by them 10 the same extent that dividends are declared and paid on NU
conunon shares. Dividend equivalent units are accounted for as additional common shares that accrue and are distributed simultaneously
with the NU common shares distributed in respect of the underlying RSUs.

(3)

Reflects the grant-date fair value, detennined in accordance with FASB ASC Topic 7 18, of RSUs and perfonnance shares granted to (he
Named Executive Officers on Febmary 4, 2014 under the 2014 - 2016 Long-Tenn lncentive Program.

(4)

Amounts reflect the range of potential payouts, if any, under the 2014 AJlnual Incentive Program for each Named Executive Officer, as
described in the CD&A. The payment in 2015 for perfonnance in 2014 is set forth in the Non-Equity Incentive Plan Compensation column
of the Summary Compensation Table. l11e threshold payment under the Annual Incentive Program is 50 percent of target.

(5)

Reflects the range of potential payouts, if any, pursuant to perfonTiance share awards under the 2014 - 2016 Long-Tenn Incentive Program,
as described in the CD&A.
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EQUITY GRANTS OUTSTA:\DlNG AT DECEMBER 31, 2014
Tile following table sets forth option and RSU grants outstanding at the end ofour fiscal year ended December 3 1, 2014 for each of the Named
Executive Officers. All outstanding Options were fully vested as of April 10, 2012.

Option Awar ds ( I )

Name

Thomas J. May

N umber of
Securities
Underlying
Un exercised
Options
Eltrcisa ble
(#}
174,496

Stoel' Awurds (2)

Numb~r

Option
Exercise

Prlce
CS)
'.!6.9000

Option
Ex11iratior1
Oai-c
112812020

of
S bues or
Units of
Stock that
have not
Vested
(#) (3)

James J. Judge
Lt:on .I. O livier
David R. McH~le

Werner .r. Schweiger

47 ,232

39.360
~8 .544

36.736

28.1200
24 .7400
25 .9300
26.9000

Market Value
of Sha res or
Llnils or
Stock that
huvenot
Vested

(S) (4)

Equity l ntcnti\•e
Pinn Awurds:
Numt>t r of
U11earucd
Shares, Units or
Other Righrs
That Huvc Not
Vested
(II)

Eq uity Incentive
Plan Awardst
Market or Payout
V:1lue of
lineuroetJ
Shares. Units or
Other Righrs
That Hove Not
Vested
(S)

130,903
107.782
88,063
104,935

7.00.5,912
5,768,468
4 ,713, 1.54
5.616,122

113.412
26,832
28,20t
26,832

6,069,810
1,436,049
1.$09,318
1.436,049

92,021
77.732

4,924,953
4, 160,216

18..942
18,625

1,013,776
996,8 10

5/312017
1/ 24/2018
1122/2019
112812020

Gregory B. Butler
( 1)

Options held by Mr. May and Mr. Schweiger were granted by NSTAR befOre the Merger and assumed b y NU upon completion of the
Merger.

(2)

Awards and m<1rkct values of awards appearing io the table and tlie. accompanying notes have been rounded to whole units.

(3)

A total of 154.815 111wesled RSUs vested after January 1 and on or before February 25. 2015 (Mr. May: 73, 839 and Mr. Judge: 17,304:
Mr. Olivier: 18,804; Mr. McHaJe: 17,878; Mr. Schweiger: 13, 810 and Mr. Butler: 13.180). A rota! of77,616 unvested RS Us will vest on
February 4. 20 16 (Mr. May: 37,805; Mr. Judge: 8,944; Mr. Olivier: 9,400: Mr. McHale: 8,944; Mr. Schweiger: 6,3 14 and Mr. Butler:
6,209). A total of38,244 unveste<l RSUs will vest on February 4, 20 17 (Mr. May; 19.259; Mr. Judge: 4,273; Mr. Olivier: 4.479;
Mr. McHale: 4,273; Mr. Scbweiger: 2,997 and Mr. Butle.r: 2,963).
ln connection with the Merger, in Novem ber 20 I 0, NU and NSTAR each eslablishecl retention pools in an aggregate amount of $10 million
to be allocated to key employees, including certain executive ofiicers. to help ensure their continued dedicat ion to each company both
before aod after completion of the Merger. Awards were in the form of RSUs and generally vest subject to three years of continuous
senrice following completion of the Merger. Fu ll payment will also be made if an eligible executive dies, becomes disabled, or is
tenninated by NU whhoul "cause" before the end of the retention period, in which case the retention payment will be reduced by the
amount of any cash severance payable 10 the executive upon or during the year following tennination. Awards granted to fom1er NSTAR
executive officers were asswned by NU upon completion of the Merger. An additional 330,760 unvestccl RSUs granted pursuant to the
retention pools will vest on April 10. 2015, subject to three years of continuous service following completion ofU1e Merger (Mr, Judge:
77.260: Mr. Olivier: 55,380; Mr. McHale: 73,840: Mr. Schweiger: 68,900 and Mr. Butler: 55,380). Mr. May did not participate in this
program.

(4)

The market value ofRSUs is detem1inod by multiplying the number ofRSUs by $53.52, the closing price of NU common s hares on
December 31 , 2014, the last trading day of the year.

(5)

Reflects the target payout levd for 2014 perfom1ance shares. The payout for 2014 perfom1ance shares wi ll be based on 11ctual perfonnance
as a percentage of target, s ubject ro reduction for applicable withholding taxes. As described more fully under "Performance Shares" in the
CD&A and footnote { I) to t11e Grants of Plan-Based Awards table, performance shares will vest following a three· year performance period
based on the extent to which the two 20 14 perfonnance conditions are achieved. A total of 118, 149 uoeamed perfonnance shares
(including a ccrued ruvidend equivalents) will vest on December 31 , 2016, assuming ach ievement of these conditions at a target level of
perform mice: {Mr. May; 55,638; Mr. Judge: 14,016; Mr. Olivier; 14,765; Mr. McHale; l4,016; Mr. Schweiger: 9,95 1 anH M r. Buller:
9,763).

(6)

The market value is detem1ined by multiplying the number of performance shares in t11e adjat.>ent column by $53.52. the c losing price of
NU common shares on December 3 1, 20 14, the last trading day of the year.
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OPTIONS EXERC ISED ANO STOCK VESTED IN 2014
The following table reports amounts realized on equity compensation during the fiscal year ended December 3]. 2014. The Srock Awards columns
report the vesting ofRSU grants to the Named Ex.ccutive Officers in 2014.
O pHon Award s

Name
111omas J. May
James J. Judge
Leon .J. Olivier
David R. Mcl-lale
Werner .I. Schweiger
Gregory B. Butler
(l )
(2)

Number of
Sha res Acqu ired
on Exercise
649,440

141 ,696

Value Reali.z ed
o n Exe1·cise
($) (J )

l l ,654,253

3,595,413

Stock Award s
N umber of
Sha res
Acqui red on
Value Realized
Vesting
on Vesting
(#) (2)
($) (3)
3,864,352
90,002
20.884
897.582
23,479
1,055,842
1,002,842
22,300
18, 178
779,454
16,982
763,701

Represents the amoums realized upon option exercises, which is the difference becwee1~ the option exercise price ru1d the market price at the
time of exercise.
Jncludes RSUs granted to the Named Executive Officers under NU's long-term incen tive programs, including dividend reinvestments, as
follows:
Name
Thomas .l. May
James J. Judge
Leon J. OJ ivier
David R. McHale
Werner J. Schweiger
Gregory B. Burler

2011 Pr ogra m
37, 191
8,275
9, 618
9.136
7. 7 17
7,097

2012 P rog ra m
34,867
8,089
9,099
8,644
7,252
6,746

2013 Progra m
17,944
4,520
4,762
4,520
3,209
3,140

2014 Program

Ln all cases. the d istribution of common shares is reduced by that num ber of shares valued in an amount sumcient to satisJy tax withholding
obligations, which runount is distributed in cash.

(3)

Values realized on vesting for Messrs. May . .Judge and Schweiger are based on $42.43 per share, the closing price of NU common shares
on Jrumary 28, 2014 and $44.97 per share, the closing price of NU common shares on February 18, 2014. Val ues realized on vesting for
Messrs. Olivier. Mclfale and Butler are based on $44.42 per share. the closing price ofNU common shares on February25. 2014.
PENS ION BENEFITS IN 2014

The Pension Benefits Table shows the estimated present value of accumulated retirement benefits payable to each Named Executive Officer upon
retirement based on the assumpt ions described below. The table distinguishes between benefits available under the qualified pensi011 program, IJ1e
supplemental pens ion program, and ru1y additional benefits available 1111der contractual agreements. See IJ1e narrative above in the Compensation
Discussion and Analysis under the caption "OTHER· Retirement Benefits" and "CONTRACTUAL AGREEMENTS" for more detail on benefits
under these plans and our agreements.
T he values shown in the Pension Benefits Table for Messrs. May and Judge were calculated as of December 31. 20 14 based on benefit payments in
the form ofa lump sum. For Mr. McHale. a paymen t ofbenefits in the fonn ofa one-half spousal contingent annuitant option was assumed. The
Compensation Committee and !he Board of Trustees approved a resolution in February of2014 prov iding chat the net present value of Mr. May's
pension program benefit wil l be not less than the amount chat. represents the value ofhis earned pensio n program benefit as ofDecember 31. 2012,
tl1e end of the year that Mr. May reached retirement age. The retirement benefit equaled $23.05 million al IJ1at date. Such earned pension program
benefit val ue could otherwise change in the future because of the reduction in mortality factors and the potentiall y rising interest rates. For
Mr. Olivier. both a lump sum payment of his special retirement benefits under his agreement, and payment of his qualified pension program bene'lit
as a life annuity with a one-third spousal contingent annuitan t option (the typical payment fonn u nder that Plan) were assumed.
The values shown in this Table for the Named Executive Officers were based on benefit paymen ts commencing at tbe earliest possible ages for
retirement with unreduced benefits: Mr. May: age 67. Mr. Judge; age 60. Mr. Olivier: age 60, Mr. Mcl-lale: age 60, Mr. Schweiger: age 60.
Mr. Butler: age 62.
Jn addition, benefits under IJ1e qualified pension progrru11 were determined us ing tax code limits in effect on December 31. 2014. For Messrs. May.
Judge and Schweiger. the values shown reflect actual 2014 salary and annual incentives earned in 2013 but paid in 20 14 (per applicable supplemental
program rules). For Messrs. McHale and Butler. the values shown reflect actual 2014 salary and annual incentives earned in 2014 but paid in 20 15
(per applit.-able supplemental program rules).
The present value of benefits at retirement age was detem1i.ned using the discount rate of 4.2 percent under ASC 715 for the 2014 fiscal year end
measurement (as of December 31 , 2014). This present value assumes no pre-retirement mortality, turnover or disability. However, for the
postretirement period beginning at retirement age, we used the RP2000 Combined Healthy mortality table (the 1983 Group Annuity Mortality Table
for Mr. Olivier per his agreement) as published hy the Society of Actuaries projected to 20 13 with projection scale AA, which is the same table used
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for financial reporting under ASC 715. Additional assumptions appear under lhe caption "Management's Discussion and Ana lysis and Results of
Operutions" in this Annual Report on Fonn 10-K.
Pension Benefits

Name
Tilomas J. May

James Judge
Leon J, Olivier Iii

David R. McHale
Werner J. Schweiger

Gregory B. Butler

Plan 'ame
R1:tirernent P lan
Supplemental Plan
Supplemental Plan
Retirement Plan
Supplemental Plan
Supplemental P lan
Retirement Plan
Supplemental Plan
SpeciRl Retirement Benefi[
Retirement Plan
Supplemental Plan
Retirement Plan
Supplemental Plan
Supplemental Plan
Retirement Plan
Supplemental Plan

'lum ber of
\' ears C redited
Sen•ice (#)
38.5
20
38.5
37.33
20
37.33
15.8
13.3
3l.2
33.3
33.3
12 .83
12.83
12.83
18
18

P resent Value
of Acc u mulation
Benefit($)
2.332,334
6,201 ,263
14,704,089
2.486,559
4,642,887
2,671.550
702.330
5,304,563
1,266.068
1.562.280
5,994, 100
364217
3,860.859
l, J3l.928
815.603
2Jl4,489

Dul'i ng Last
Fiscal Year($)

IOS,966

t l) Mr. Olivier was employed with Northeast Nuclear Energy Company, one of NU's subsidiaries, from October of l 998 through
March of 2001 . In connection with this employment he received a special retirement bene.fit that provided credit for service with
his previous employer, Boston Edison Company (BECO), when calculating the val ue of his defined benefit pension, offset by the
pension benefit provided by BECO. The benefit, which commenced upon Mr. Olivier's 55[h birthday, provides an am1uity of
$105,966 per year i11 a form that provides no contingent annuitant benefit. The present value of ft1ture payments under this
benefit was calculated using the actuarial assumptions curren tly used by the pension program. Mr. Ol ivier was rehired by NU
from Entergy in Septe mber 200 l . Mr. Olivier's current employment agreement provides for certain supplemental pension
benefits in lieu ofberlefits under the supplemental program, in order to provide a benefit similar to that provided by Entergy.
Under this urrangemenl Mr. Olivier is eligible to receive a supplemental bendil, consisting oftluee percent of final average
compensation for each of his first 15 years ofservioc since September 10, 2001. plus on1: percent of final average compensation
for each of the second 15 years of service. Alternatively. if Mr. Olivier volw1tarily terminates his employment witl1 NU. he is
digible to receive upon retirement a lump sum payment of$2.050.000 in lieu ofbenerrts under the supplemental program and the
benefit described in the preceding sentence. These supplemental pension benefits will be oftSet by the value of any benefits he
receives from the pension program. Amounts reported in the table assume the tem1ination of his emp loyment with our consent
on December 31 , 2014, and payment ofthe lump sum benefit of $4,062,892 offset by pension program benefits.
NONQUALIFTED DEFERRED COMPENSATION IN 2014
See tbe narrative above in the Compensatio11 Discussion and Analysis under the caption "ELEMENTS OF 2014 COMPENSATION - OTHERDeferred Compensation '' for more detail on our non-qualified deterred compensation program.

Name
niomas J. May
James J. Judge
Leon .L Olivier
David R. McHale
Werner J. Schweiger
Gregory B. Butler

Executive
Contl'ibutions
in Last FY
($) (J)

123,446
11,753
997,803

Registran t
Contri butions
in Last .FY
($) (2)

10,737
9,827

Aggregate
Ea rnings in
in L:ist FY
($)
11 ,669,'.!93
1,008.682
186, 165
12,726
1,457,325
2 .826

Aggr~gate

Withdrawals/
Distributions
($) (3)

Aggrega te
Balance a t
Last .FYE
(S) (4)
56.633, 176
4.380,935
2.901 ,959
116,362
13,782,734
)6,087

( l)

Includes deferrals under the deferred compensation program (Mr. Oli vier: $123, 146; Mr. McHale: $1 1,753 and Mr. Schweiger: $997.803 ).
Named Executive Officers wbo participate In this program are provided with a variety of investmenl opportunities, which the indi vidual
can modify and reallocate under the program tenns. Contnoutions by th;;- Named Executive Officer are vested at all times; however, the
applicable employer matchiog contribution vests alter three years and will be f'Orfeiled ff the executive's employment tem1inates, other than
for retirement, death or disabi lity. prior to vesting, but will become fully vested upon a change of control. The amounts reported in this
co lumn for each Named Executive Officer are reflected as compensation to such Named Executive Officer in the Summary Compensation
Table.

(2)

1ncludes employer matching contri butions made by NU unde r the deferred compensation program as of December 3 l. 2014 and posted on
January 31, 2015. as reported in the All Other Com pensation column of the Summary Compensation Table: (Mr. Olivier: $10,737 and
Mr. McHale: $9,827). The employer matching contribution is deemed to be invested in common shares but is paid in cash at U1e time of
uis1tibution.
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(3)

lnclltdes the total market value of deferred compensation program balances at December 31 , 20 14, plus the value of vested RSUs or ot·her
awards for which the distribution of common shares is currently deferred. based on $53.52. the closing price of NU common shares on
December 3 l, 2014, th e last trading day of the year. The aggregace balances rellect a significant level of earnings on previously earned and
deferred compensation.
POTENTIAL PAVMENTS UPON TERMINATION OR CHANGE OF CONTIWL

Generally. a "change ofcontrol" means a change in ownership or control of NU effected through (i) the acquisitio11 of20 percent or more of the
combined voting power of common shares or other voting securities (30 percent for Messrs. May, Judge and Schweiger, exc.luding certain defim:d
transactions). (ii) the acquisition of more than 50 percent of common shares excluding certain defined transactions (for Messrs. May, Judge and
Schweiger}, (iii) a change in the majority ofNU's Board of Trustees, unless approved by a majority ofthe incumbent Trustees, (iv) certain
reorganizations, mergers or co11solidations where substaniially all of the persons who were tl1e beneficial owners of the outstanding cornmon sliares
immediately prior to such business combh1atio11 do no1 beneficially own more than 50 percen! (75 percent for Mr, Olivier) of the voting power oflhe
resulting business entity (excl uding in cen,aio cases defined transactions), and (v) complete liquic;lation or dissolution ofNU, or a sale or disposition
ofall or substantially all of1he assets of NU other than. for Messrs. McHale aud Butler. 10 ru1 entity with respect to which following completion of
the transaction more than 50 percent (75 percent for Mr. Olivier) of common shares or other voting securities is Lhen owned by all or substantiall y all
of the persons who were the bcmeficial owners of common shares and other voting securities immediately prior to such transaction.
In the event of a change of control, the Named Executive Officers are generally entitled to receive compensation and benefits following either
involuntary cenninarion of employment without "cause" or voluntary tem1ination of employment for "good reason" within the appticable period
(generally rwo years following cl1ange of control or sllareholder approval thereol). The Commtnee believes !)1at terminarlon for good reason is
conceptually the same as terrnio.ation "without cause" and, in Lhe. absence oflh.is provision, potential acquirers would have an incentive to
constructively tennin:;\te executives to ;ivoid pnying severance. Tennination for "cause" generally means termination due to a felony or certain other
convic!ions; fraud, embezzlement, or theft in the course of employment; intentional, wrongtul damage Lo Company property: gross misconduct or
gross 11egligence in tbe course of employment or gross neglect of duties ham1fi.tl to the CompaJ1y: or n material breach of obligations under the
agreement. "Good reason" for tennination generally exists after assignmem of duties inconsistent with executive's position, a material reduction in
compensation or benefics, a transfer more tban 50 miles rrom the executive's pre-change of control principal business location (or foF Messrs. May,
Judge and Schweiger. an involuntary transfer outside the Greater Boston Metropolitan Area}. or requiring business !rnvel to a subsLantially greater
extent limn required pre-change of control (for Messrs. May. Judge and Schweiger).
111e discussion and tables below show compensation payable to each Named Executive Officer, in t11e event of: (i) termination for cause;
(ii) voluniary tem1ination; (iii) involuntary nor-for-cause termination; (iv) lcrmination in t11e event of disability; (v) death; and (vi) tennination
following change of control. The mnow1ts shown assume that each term ination was effective as of December 31, 2014, the last business day of the
fisc<i.I year.
The summaries above do not purport to be complete and ure qualified in their entirety by the actual terms and provisions of1he agreements and plans,
copies of which have been filed as exhibiis to this Annual Rcpon on Form I0-K.
Payment·s l lpon Termination
Regard less of the manner in which the employment of a Named Executive Officer tenninates, he is entitled to receive certain amounts earned during.
his tenn of employment. Such amounts include:
•
•
•
•

Vested RSUs and certain other vested awards;
Amounts contributed and any vested matcT1ing contributions under tlie deferred compensation program:
Pay for unused vacntion: and
Amounts 1l(;crued and vested under the pension/supplemental and 401 k programs (except in the event of a termination for cause under
the supplemental program).

See the section above captioned "PENSlON BENEFITS lN 2014" for infurmatioo about the pension program. supplemental program and other
benefits. and the section captioned "NONQUALlflED DEFERRED COMPENSATION IN 2014."
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I.

Post-Employment Compcnsati&n: Te rmination for Cause

Type of Payment
Incentive Progr ams

May
($)

Judge
($)

O livier
(S)

Mc Hale
($)

Schweiger
($)

Butler

(S)

Annual Jncenrives
Perfonnance Shares
RS Us
Pension and Deferred Compen sa tion
Supplemental Plan
Special Retirement Benefit (I)
Deferral Plan
O ther Benefits
Hea lth and Welfare Cash Value
Perquisites
Separation Pny mcnts
Excise Tax & Gross-Up
Sepa ration Payment for Non-Compete Agreement
Scparaiion Paymenl for Liquidated Damages
Tota.I

J,266.086

l,266.086

Represents actuarial present values at year-end 20 14 of amounts payable solely under Mr. Ol ivier's employment agreemen t upon
tem1ination (which are in addi tion to amounl<; due under the pens ion program). Under Mr. Olivier's agreemenl he would receive upon
tenuination a lump sum payme111 of$2,050,000, offset by the value of pension program benefils.

(I)

11.

Post-Em ploy mcnt C ompensation: Volu nta ry Te rmination
May

Type of P ayment
b 1ce nti ve Programs
Annual Incentives ( l )
Performai1ce Shares (2)
RSUs (3)
Pension a nd Deferred Compensario11
Supplemental Pinn
Special Retirement BenefiL(4)
Deferral Plan
Other Benefits
l-lea lth and Welfare Benefits
Perquisites
Sepa ration Pay ments
Excise Tax & Gross- Up
Sep11ratiou Payment for Non-Compete Agreement
Separation Payment for Liqu idated Damages
Total

($)

2,250,000
6,069,829
4.819,597

.Judge
($)
660,000
728,740
438,797

Olivier
(S)
680,000
1,509,336
1,689,294

Mc Hale

Schweiger

Butler

($)

($)

(S)

660,000

600.000
515.450
309, 770

5 15,000
505,97 1
646,586

660,000

l,425J.2 20

1,667,557

1,266,086

13. 139.426

1,827,537

5,144,716

(l)

Represents actual 20 14 aimual incentive awards, determiJled as described in the CD&A.

(2)

Represents perfonnai1ce share awards under the 2014 - 2016 Long-Term lncentive Prograin.

(3)

Represents values ofRSUs gr.mted to the N<w1ed Executive Officers under NU's long-term incentive programs that, at year-end 20 14, were
unvested under appli l-able vesting schedules. Under these progrmns, RS Us vest pro rata based on credited serv ice years and age at
term inat ion, a nd lime worked during Lbe vesting period. TI1e val ues were calculated by multiplying the num ber of RSUs by $53.52, U1e
closing price of NU common shares on December3 I, 20 14, the last trading day of the year. E.xcludes retention pool RSU g rants. wh ich
would not vest upon voluntary termination.

(4)

Represents actuarial present val ues al' year-end 20 14 of amoums payable solely under employment agreements (wh ich are in addition to
amoun ts due under the pension program). Under Mr. Olivier's agreement, he would receive a lump sum payment of$2,050,000. offset by
the value of pension program benefits. Amounts shown are year-end 2014 present values payable upon tenuination.
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111.

Post-Employment Compensation: Involuntary Termi nation , Not for Cause

Type of Payment
Incentive P rograms
Annual Incentives ( I)
Performance Shares (2)
RSUs (3)
Pension a nd Deferred Compensation
Supplemental Plan
Special Retirement Benefit (4)
Deferral Plan (5)
Othe r Benefits
Health and Welfare Benefits (6)
Perquisites (7)
Separation Pay me nts
Excise Tax & Gross-Up
Separation Payment for Non-Compete J\greement (8)
Separation Payment for Liquidated Damages (9)
Total

May
($)

J udge
(S)

2,250.000
6,069,829
6.748.237

660.000
728,740
5.021,218

Olivier
($)
680,000
1.509,336
4.653,230

1,266.086

15,068,066

6,409,958

8,108,652

McHale

Schweiger

Butler

($)

(S)

($}

660,000
1,997.345

600,000
5 15,450
4,398,447

515.000
505,971
2.087,901

4,063,886
104.938

3,570,713

41.962
10,000

4 1.564
10,000

977,295
977,295
8,832,721

76 1,310
76L310
8.253,769

5,51 3,897

( 1)

Represents actual 20 14 Named Executive Officer a nnual incentive awards, detennined as described in the Compensation Discussion and
Analysis.

(2)

Represents perfnm1ance share awards under the 2014 - 2016 Long,-Tem1 Incentive Program.

(3)

Represents values of RS Us under our long-tenn incentive programs that, at year-end 2014, were unvested under applicable vesting
schedules. Under these programs, RS Us vest pro rata based on credited service years aud age at termination, aud time worked <luring the
vesting period. Uoder tbe retention program, RSUs vest fully upon tem1 ination without cause and U1e va lue is reduced by separation
payme11ts. TI1e val ues were calculated by multiplying U1e numher of RS Us by $53.52, the closing price of NU common shares on
December 3 1, 2014, the last trading day of the year.

(4)

Represents actuarial present values at year-end 20 14 of amounts payable solely under employment agreements upon tennination (which are
in addition to amounts due under the pension program). Mr. Olivier's agreement provides for a lump sum pa1111ent of$5,304,563 offset by
the value of pension program benefits. Agreements wit'h Messrs. McHale and Butler provide for two years age and service credit under the
supplemental program.

(5)

Represents value ofNU matching contributions under tbe deferred compensation program that were wwested tmder applicable vesting
schedules (other amounts in this program represent previously vested NU matching contributions, where applicable, aud earned
compensation contributed by executives).

(6)

Represents estimated costs to NU at year-end 2014 of providing post-employment welfare benefits beyond those availabl e to nonexecutives upon involuntury termination. The amount reported in the table for Messrs. McHale and But'ler represents (a) the value of two
years employe r contributions toward active health, loug-tenn disability, and life insurance benefits, plus (b) a paymeat to offset any taxes
thereon (gross-up).

(7)

Represents the cost to NU of reimbursing Messrs. McHale and Butler for two years financial planning and tax preparation fees.

(8)

Represents consideration for agreements not to com pete w ith NU following tennination. Employment agreements wiU1 these executives
provide for a lump-sum payment equal to the sum of tl1eir base salury plus aunual i.m.-e ntive award. These payments do not replace, offset
or otl1erwise affect the calculatiou or payment of the annual incentive awards.

(9)

Represents severance payments in addition to any non-compete agreement payments described in the prior note.
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I \'.

Pos t- Em ploymeoi C om pensation: Termi nation Upon Disability

Type of Payment
Incentive Programs
Annual lncent-Jvcs ( l)
Perform ance Shares (2)
RSUs and Other Awards (3)
Pension and Deferred Com pensation
Supplemental Plan
Special Rerirement Benefit (4)
Deforral Plan (5)
Other Benefits
Health und Welfnre Benefits
Perquisites
Separation Payments
Exc ise Tax & Gross-Up
Separation Payment for Non-Compete Agreement
Separation Payment for Li quidated Damages
Total

Ma y
($)
2,250,000
6,069,819
6, 748.237

Judge
($)
660,000
728.740
5,021.218

O livier

Mettale

($)

(S)

680.000
1509.336
4,653.230

Schweiger
(S)

660,000
728,740
4.829,027

Butler
($)

600,000
515.450
4.398.447

515.000
505.971
3.610.521

5,513,897

4,63 1,492

l ,266,086
116.768

15,068.066

6,409,958

8, 108,652

6,334,535

(I)

Represents actual 20 14 Named Execu tive Officer annual incentive awards , detennined as described in the CD&A.

(2)

RepresenlS perfonnance share awards under the 2014 - 20 16 Long-Term Incentive Program.

(3)

RepresenlS values ofR.SUs aud other awards under our long-tenn in cen tive programs and retention awards that, at year-end 2014, were
unvested 1,mder applicable vest i11g schedules. Under tl1ese programs and awards, upon tennination due to disability, awards vest in full or
Ort a prorated basis bnsed on LTedited service years and age at tenninatio n, and ti me worked during the vesting period. The values were
calculated by multipl ying tJ1enwnber ofRSUs by $53.52, the closing price qfNU com mon s hares o n December 31, 2014, the last trading
day of the year.

(4)

Represents the actuaria l present values at the end of20 14 ofthe amounts payable solely as the result of employment agreements upon
term ination (which are in addition to a mounts payable under the pension program). Under Mr. Olivier's agreement. a disability tem1ination
results in a lump s um payment of$5,304.563 otf"Set by the value of pension program benefits.

(5)

Represents val ue ofNU marching contri butions under the deferred compensation program that were unvecsted under applicable ves1ing
schedules (other amounts in this program represent' previously vested NU matching contributions. where applicable, and earned
compensation contributed by executives).
V.

Post-Employment- C ompensation: Death

Type of Payme nt
In ce ntive P rograms
Annual Jucentives (I)
Perfom1ance Shares (2)
RSUs and Othe r Awards (3)
Pension and Defer red C om pensation
Supplemen tal Plan
Special Retirement Benefit (4)
Deferral Plan (5)
Other Benefits
Henltl1 ru1d Welfare Benefits
Perquisites
Separation Payments
Excise Tax & Gross-Up
Separation Payment' for Non-Compete Agreement
Separation Payment for Liquidated Damages
T otal

May

J udge

0 1.ivier

McHale

Schweiger

Butler

{S)

($)

($)

($)

($)

($)

2,250,000
6.069,829
6.748,237

660,000
728.740
5.02 1.2 18

680,000
1.509.336
4.653.230

660,000
728-.740
4,829,027

600.000
515.450
4,398.447

5 15,000
505,971
3,610,521

5.513.897

4,631,492

1,266,086
116,768

15.068,066

6.409,958

6,334,535

( 1)

Represents. acmal 20 14 Nam ed Executive Officer annual incentive awards, detenninedas described in the CD&A.

(2)

Represents performance share awards under the 2014 - 2016 Long-Tenn Incentive Program.
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(3)

Represents values ofRSUs and other awards under our long-term incent ive programs and retention awards that. at year-end 2014, were
unvested under appl1cable vesting schedules. Under these programs and awards, upon termination due to death. awards vest in full or are
prorated based on credited service years and age at tennination, and time worked during the vesting period. The values were calculated by
multiplying the number of RS Us by $53.52. the closing price of NU common shares on December 3 L 2014. the last trading day of the
year.

(4)

Represents the actuarial prnsenl values at tl1e end of2014 of the amounts payable to a surviving spouse solely under agreements (which are
in addition to amounts due under tlle pension program). Under Mr. Olivier's agreement, this benefit would be a lump sum payment of
$5,304,563, offset by the value of pension program beneftts. Pension amounts shown in the table are year-end 20 14 present values of
benefits immediately payable to the spouse or estate.

(5)

Represents value of NU matching contributions under tl1e deferred compensation program that were unvested under applicab le vest'ing
schedules (other amounts in this program represent previously vested NU matching contributions, where applicable, R11d earned
compensation contributed by executives).

Payments Mad e Vpon a C hange of Control
The agreements with Messrs. May, Judge. McHale, Schweiger and Butler include change of control benefits. Mr. Olivier participates in the Special
Severance Program for Officers (SSP), which also provides diange of control benefits. The agreements and the SSP are binding on NU and on
certain ofi1s majority-owned subsidiaries, includin,g CL&P.
Pursuant lo the agreements and the SSP, if an invo luntary nou-"cause" tem1ination of employmeo1 occurs following a change ot'con1 rol (see
definition of "cause" above under the heading of "POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE OF CONTROL"). or in the
even! of a voluntary tem1ination for "good reason" (as described above under s ucb l1eading). then the Named Executive Officers generally will
receive the benefits .listed below:
•

For Messrs, May, Judge and Schweiger, a lump sum severance paymen t oftl1ree-times (two-times for Messrs. MeHale imd Butler, nnd
one.time for Mr. Olivier) tl1e sum of the executive's base salary plus annual in(;entive award for the re levant year (Base
Compensation), plus for Messrs. Mc:Hale and Butler t'.Onsideration for two year non-compete and 11on-solicitation covenants (one year
covenfll1t for Mr. Olivier) in the form or u lump sum paymen1 equal to Base Compensation;

•

Tllree years health benefits continuation

•

For Messrs. McHale and Butler, three years additional age and service credit under the applicable supplemental pension program (a
lump sum payment equal to the value of such credit under that program and the pension program for Messrs. May and Judge):

•

Automat ic vesting and distribution of long-term perfonnanci;: awards (with performance shares vesti'ng at larger) and certain other
awards: and

•

A lump sum equal co any excise taxes incurred under the Internal Revenue Code due to receipt of change of' control payments. plus an
amount to offset any taxes incurred on such payments (gross-up) except for Mr. Olivier. NU has discontinued the practice of
providing such gross-up payments in contractual agreemems for newly elecced executives.

~two

years for Mr. Olivier):

For Messrs. McHale and Butler, tl1e Merger d id not constitute a change of control under tl1efr agreements. For Mr. Olivier, no compensation or
benefits will be payable unless employment tern1inales during the applicable ohange of control period in the circumstances described below. For
Messrs. May, Judge aud Sel1weiger. in accordance with tem1s established by the NSTAR Executive Personnel Committee subsequent to the
execution of the Merger Agreement between NU and NSTAR, and notwithstanding the tem1s of the NSTAR Long Tenn Incentive Plan. which called
for ou1standing and unvested stock awards to vest upon a change of control, the 2012 NSTAR perfomiance awards did not vest upon the closing of
1he Merger, but were instead converted to RSlJs and were made subject to the same vest ing schedule as NU RS Us. No other benefits 'viii be payable
to these executives on less employment tenninat·es during the applicable period in the circumstances described below.
The above summaries do not pu rport to be complete and are qualified in their entirery by the actual terms and provisions of the agreements and
programs (including component plans), copies of which have been fi led as exhibits to Uus Annual Report on Forni l 0-K (where applicable).
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VI.

Post-Employment Compensation: Termination Following a C hange of Control

T ype of Payment
In centive Programs
Annual Jncentives ( I)
Perfonnance Shares (2)
RSUs and Other Awards (3)
Pension and Deferred Compensation
Supplemental Plan
Special Retirement Benefit (4)
Deferral Plan (5)
Other Benefits
Health and Welfare Benefits (6)
Perquisites (7)
Separation Payments
Excise Tax and Gross-Up (8)
Separation Payment for Non-Compete Agreement (9)
Separation Payment for Liquidated Damages ( lO)
Total

May

Judge

O livier

Mc Hale

Sc hweiger

Butler

($)

($)

($)

($)

($)

($)

2,250,000
6.069.829
7;005,9 12

660,000
1,436.063
1.633,477

680,000
1.509.336
2.660,224

660,000
1,436,063
2,684.237

600,000
1.013.794
1.237,429

515.000
996.810
1.876.286

1,585, 764

1, 178,500

1.266,086

8,031,236
116,768

2.451,54 I

4, 171.891

30,168
17,580

63,054
18,300

27,864

62,942
15,000

63,429
18,084

62,345
15,000

3.450.000
8,835,277

3,226. 193
761.310
1.522.620
13,147,455

7.797,762
9,990,300
26,949,553

3.726,900
8, 716,294

1,026,465
1,026.465
8,196.440

977,295
1.954.590
23,735,893

( l)

Represents actual 2014 annual incentive awards. detennined as described in the CD&A.

(2)

Represents performance share awards under the 2014 - 2016 Long-Tt>nn Incentive Program.

(3)

Represents values of RS Us and o ther awards under long-tem1 incentive programs and retention awards that, ar year-end 20 14, were
unvested under applicable vesting schedules. Under these programs, upon tennfnalfon in certain cases without cause or for good reason
following a change ofcontrol, awards generally vest in full. Retention awards vest in full in such circum stances, and the payou t value is
reduced by any separation payments as described 11bove. The values were calculated by multiplying the number of shares subject 10 awards
by $53.52, the closing price of NU common shares on Decem ber 31. 2014 1 U1e last trading day of the year.

(4)

Represents acn1arial present value at year-end 2014 of amounts payable solely as a result of provisions in employment agreements (which
are in addition to amounts payable under the pension program). For Messrs. May, Judge, McHale, Schweiger and Butler, pension benefits
were calculated by adding three years of service (and a Jump sum ofU1is benefit value is payable lo Messrs. May, Judge, Schweiger and
Buller). Mr. Olivier's agreement provides for a lump sum pay ment of$5,304.563. offset by his pension program benefit value. Pension
amounts shown in 1be table are present values at year-end 2014 of benefits payable upon tem1ination as described with respect to the
Pension Benefits Table above.

(5)

Represents value of NU matching contributions under U1e deferred compensation program that were unvesled u11cler applicable vesting
schedules (other amounts in this program represent previously vested NU matching contributions, where applicable, and earned
compensation contributed by executives).

(6)

Represents the cost to NU at year-end 2014 (estinrnted by our benefits consultants) of providing post-employment welfare benefits co
Named Executive Officers beyond those benefits provided to non-executives upon invo lumary tennination. The amounts shown in tJ1e
1.a blefor Messrs. May. Judge and Schweiger represeut the val ue of three years continued welfare plan participation. The amounts shown in
rbe table for Messrs. McHale and Butler represent (a) the value of three years employer contributions toward active ht.-alth, long-tenn
disability, and li fe insurance benefits, plus (b) a paymem to offset any taxes on the value of these benefics (gross-up), less (c) the value of
one year retiree health coverage at retiree rates. TI1e amow1ts reported in the table for Mr. Olivier represent (a) the value of two years
employer contributious towmd active health benefits, plus (b) a paymem to offset any ta.xes on tJ1e value of these beoefits (gross-up), less
(c) the value of two years retiree health coverage at retiree rates.

(7)

Represents cost to NU of reimbursing ·financial planning and tax preparation fees for three years.

(8)

Represents payments made to offset costs to Messrs. McHale and Butler associated with certain excise taxes under Section 280G of the
Internal Revenue Code. Executives may be s ubject to certain excise taxes under Section 280G iftlley receive payments and bendits
related to a lcm1ination following a Change of Control that exceed specified Internal Revenue Service limits. Contractual agreements with
the above executives provide for a grossed-up reimbursement of these excise taxes. The amounts in I.he table are based on the
Section 280G excise tax rate of20 percenl the statutory federal income tax withholding rate of35 pcn,--ent, the applicable state income tax
rate, and the Medica re tax rate of l .45 percent.

(9)

Represents payments made under agreements or ihe SSP as considerntion for agreenienl not to compete with NU following termination of
employment equal to the sum of base salary plus relevant annual incentive award. These payments do not replace, ollSet or otberniise
affect the calcu lation or payment of the annual incentive awards.

(I 0)

Represents severance payments in addition lo any non-compete agreement payments described in the prior note. For Messrs. May, Judge
and Schweiger, this payment equals three-times the sum of base salary plus relevant annual incentive award (two-times the sum for
Messrs. McHale and Butler. and one-time the sum for Mr. Olivier.) These payments do not replace, offaet or otherwise affect the
calculation or payment of tl1e annual incentive awards.
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Item 12.

Security Ownership of Ccrtnin Beneficial Owners and Management and Related Stockl1oldcr Matters

Nl
Jn addition to !he infomiation below under "Securities Authorized for Issuance Under Equity Compensation Plans," incorporated herein by reference
is !he informat ion contained in the sections ''Common Share Ownership of Certain Beneficial Owners'' and "Commo11 Share Ownership of Trustees
and Management" of NU' s definitive proxy statemen t for solicitation of proxies. expected to be filed with the SEC on or about March 13. 20 I5.
NSTAR ELECTRIC, PSNH and WME:CO
Certain in lbrmation required by this Item 12 bas been omitted for NSTAR Electric, PSNLJ w1d WMECO pursuant lo Instruction J(2)(c) to
Fonn 10-K. Omission oflnfonnation by Certain Wholly-Owned Subsidiaries.

CL&P
COMMON SHARE OWNERSHIP OF DIRECTORS AND MANAGEMENT
NU owns J00 percent of the outstanding common stock ofCL&P. The table below shows rhe number of NU common shares beneficially owned as
of February 19. 2015. by each of CL&P's directors a.od each Na1ned Executive Officer ofCL&P, as well as the number of NU con1mon shares
beneficially owned by all ofCL&P's directors and executive officers as n group. The table also includes infonnation about options. restricted s hare
units and deferred shares credited to the accounts ofCL&P's directors and executive officers under certain compensntion and benefit plans. No
equity securities ot'Cl..&P are owned by uny of the Trustees, directors or executive officers of NU or CL&P. The address for the sharel1olders listed
below [s c/o Northeast Uti lities. Prudential Center. 800 Boylston Street, Boston. Massad1usetts 02199 for Messrs. May, Judge and Schweiger and
c/o Northea~t Utilities, 56 Prospect Street. Hartford. Connecticut 06 103-28 18 for Messrs. Butler, McHale and Olivier.

N11 me of Beneficial Ownl!r

Thomas J. May, Cha innan oftlte Regulated Companies

Amount and Na ture of
Beneficial Ownership llJ(l)t31

1,644,902

Werner .J. Schweiger, Chief Executive Officer. Director of(he Regulated
Companies

458,254

Jwnes .J. Judge, Executive Vice Preside111 and Chief Financial Officer,
Director of the Regulated Companies

308,597

Gregory B. Butler. Senior Vice Pn:sfdent and General Counsel. Director
ofll1e Regulated Companies

159.446(4)

David R. McHale, Executive Vice President and Chier Administrative
Oflic.er of NU and NUSCO

206,867 (5)

Leon J. Olivier. Executive Vice President-Enterprise Energy Strategy and
Business Development of NU nnd NUSCQ

205,483

All directors and executive officers as a group (10 persons)

Percent
of Class

3)75,5 12 ( 6 )

•
1.0%

*

Less than I percent of NU common shares outstanding.

Ill

The persons oamed in the table have sok voti11g and investment power with respect lo all sbares beneficially owned by each of them. except as
note below.

12)

Includes NU common shares issuable upon exercise of outstanding stock options exercisable within the 60-day period after February I9, 2015,
as follows: Mr. May: 174,496 shares: and Mr. Schweiger: 17 J.872 shares.
Also includes restricted share units, deferred restricted share units and/or deferred shares. including dividend equivalents. as co which none of
the individuals bas voting or investment power, and phantom shares, represe.nting employer matching contributions distributable onl y in cash,
held by executive officers who participate in the Nort11east Utilities Deferred Compensation Plan for Executives as follows; Mr. Butler; 84.837
shares; Mr. McHale: 11 5,827 shares; and Mr. Olivier: I02, J18 shares. A lso includes restricted share units and/or unvested and vested deferred
shares. as 10 wh ich none of the individuals has voting or investment power, held by executive officers who participate in the NSTAR 2007 Long
Tenn Incentive Plan. as follows: Mr. Judge: 189.006 shares: Mr. May: 1,029,390 shares; and Mr. Schweiger: 206, 140 shares.
Also includes unvested perfonnance shares reported at target payouts, plus accumulated dividend equivalen ts, as to which none of the
individuals has voting or illvestment power, as follows: Mr. Bueler: 25.525 shares; Mr. Judge: 36,632 shares; Mr. May: 163.512 s11ares;
Mr. McHale: 36,632 shares; Mt. Olivier: 38,50 I shares; and Mr. Schweiger. 28,642 shares. Actual payouts of che perfonnance shares, if any,
;it the conclusion of relevant perfom1ance periods wi ll depend oi1 t11c extent to which perfonnancc goals are satisfied.

(J)

Jucludes NU common shares held as units in the 40J (k) Plan invested in the NU Common Shares F'und over which the holder has sole voting.
and investment power (Mr. Butler: 4.862 shares; Mr, Judge: 22,598 shares; Mr. May: 66, 197 s hares; Mr. McHale: 7,422 shares; Mr~ Olivier:
3_441 shares; and Mr. Schweiger: 8,719 shares).

ljJ

Includes 44,222 N U common shares owned jointly by Mr. Butler and his spouse with whom be shares voting and invesunent power.
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Includes 128 NU common shares held by Mr. McHale in the 401(k) Plan TRAESOP/PA YSOP account over which Mr. McHale has sole voting
and investment power.
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c~\

Includes 346.368 NU common shares issuable upon exercise of outstanding stock options exeroisuble will1in the 60-day period after
February 19. 2015. and 2.295.072 unissucd NU common shares. See note 2 .

SECURJTfES AUTHORJZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS
The foll owing table sets forth the number of NU common shares issuable Linder N U equity compensation plans_ as well as their weighted exercise
price, as of December 31 , 2014. in accordance with the rnies oflht: SEC'.

(a)

Weighted-averuge exercise
price of outstanding 011t ions,
wurrn nts and rights
(b)

N umber of securities remaining
available for future issuance
under eq ui ty compensation plans
(excluding securities retlected in
colu mn (a))
(c)

2, 108,007

$26.69

3,888,995

2, 108,007

$26.69

3.888,995

Nu mber of secu rities to be
issued upon l'xercise of
out~tanding options,
warrants and rights
Plan Category
Equity compensation plans approved
by security holders
Equity compensation plans not
approved by security holders ( d)
Total
(a)

(b)
(c)

(d)

Includes 351,616 common shares to be issued upon exercise of options, 1,380.74 7 common shares for distribution of restricted share units,
and 375,644 perfomiaoce shares issuable at target, all pursuant to the terms ofour Incentive Plans .
The weighted-average exercise price in Colum11 (b) does not take into account restricted share units or pcrfom1ance shares, which have no
exercise price.
Includes 776,975 common shares issuable under our Employee Share Purchase Plan lL
All of our current compensation plans under which equity securities ofNU an: authorized for issuan ce have been approved by shareholders of
NU or the fonner shareholders of NSTAR.

Item 13.

Certain Relationshi ps and Related Tra nsactions, and Director Independ ence

Nll
Incorporated herein by reference is the infonnation contained 1n the sections captioned "Trustee Independence'' and "Certain Relationships and
Related Transactions" ofNU's definitive proxy statement for solicitation of prox ies, expected co be fi led w ith the SEC on or about March 13, 2015.
NSTAR Ef..,F.CTRIC, PSNH and WMECO
Certair1 infonnation required by this Item 13 bas been omitted for NSTAR Electric, PSNH and WMECO pursuant to lnsiruction 1(2)(c) to
Form LO-K Omission of Information by Certain Wholly-Owned Subsidiaries.

CL&P
NU's Code of Ethics for Senior Financial Officers applies co tlle Senior Financial Officers (Chief Executive Oflicer, Chiel'Fi111:111cial Oflicer :ind
Controller) ofNU. CL&P and certain other NU subsidiaries. Utider tl1e Code, one's position as a Senior Financial Officllr in the company may not be
used to improperly benefit such officer or his or her family or friends, Under the Code, specific activities that may be considered connicts of interest
include. but are 1101 limited to, directly or indirectly acquiring or retaining a significant financial interest in an organization thar is a customer, vendor
or competitor, or that seeks to do business witb the company: serving, without proper safegllards, as an officer or director of, or working or rendering
services for an organization IJ1at is a customer, vendor or competitor, or that seeks to do busim:ss 'vith the company, Waivers of the provisions oftl1e
Code of Ethics for Trustees, executive officers or directors must be approved by NU's Board ofTros1ees. Aoy such waivers will be disclosed
pursuant to legal requirements.
NU's Code of Business ConducL which applies to all Trustees. directors, officers and employees of NU and its subsidiaries, including CL&P,
contains a Conflict of Interest Policy that requires all such individuals to disclose any potential conllkts of interest. Suen individuals arc expected to
discuss their particular situations will1 management to ensure appropriate steps are in place to avoid a conflict of interest. All disclosures must be
reviewed and approved by management to ensure a particular situation does not adversely impact the indivitlual's primary Job and role.
NU's Related Party Transactious Polioy is administered by the Corporate Governance Committee ofNU's Board of Trustees. TI1e Policy gcnemll y
defines a ''Related Party Transaction'' as any transaction or series of transactions in which (i) NU or a subsidiary is a pa11icip;u1t, (ii) ll1e aggregate
amount involved exceeds $120,000 and (iii) any "Related Party" has a direct or indirect material interest A "Relared Party" is defined as any Trustee
or nominee for Trustee, any executive officer. any shareholder owning more than 5 percent ofNU's total outstanding sbares, and any immediate
fami ly member of any such person. Management submits to the Corporate Governance Commit!ee for consideration any Related Party Transaction
into which NU or a subsidiary proposes to enter. The Corporate Govemance Committee recommends to ll1e NU Board of Trustees for approval only
those ITansactions that are in NU's best interests. If management causes ll1e company to enter into a Related Party Transact ion prior to approval by
the Corporate Govemnnce Committee. the transact.ion will be subjet-i to ratification by the NU Board of Trustees. If the NU Board of Trustees
detennines not to ratify the transaction , then management will make all reasonuble efforts to cancel or annul such transaction.

170

Page 245of274

Page 246 of274

The directors of CL&P are employees or CL&P and/or other subsidiaries of NU, and thus are not considered independent.
llcm 14.

P ri ncipal Accountant Fees a nd Services

NlJ

Incorporated herein by reference is U1e infomiation contained in the section "Relationship witb Jndependent Auditors" ofNU's definitive proxy
statement for solicitation ofproi.-ies. expected to be filed with the SEC 011 or about March t3, 2015.
CL&P, NST A.R ELECTRIC, PSNll and WMECO
P re-Approva l of Services Provided by P rinci pal Au ditors

None of CL&P. NSTAR Electric, PSNH or WMECO is subject to lhe audit commltt.:e requirements of the SEC. the national securities exchanges or
the national securities associations, CL&P, NSTAR Electric, PSNH and WMECO obtain audit services from lhe independent auditor engaged by the
Audit Committee ofNU's Board of Trustees. NU's Audi\ Committee has established policies and procedures regarding the pre-approval of services
provided by the principal auditors. Those policies and procedw-es de legate pre-approval of services to tile NU Audit Committee Chair provided !hat
such offices are held by Trustees who are "independent" within the meaning of the Sarbanes-Oxley Act of2002 and that al l such pre-approvals are
presented to the NU Audit Committee at the next regularly scheduled meeting of the Commiuee.
The following n:lates to fees and services for the entire NU system, including NU, CL&P. NSTA R Electric. PSNH and WMECO.
Fees Billed by Principal Independ ent R egis tered P ublic Accounting Firm
The aggregate fees billed to NU and its subsidiaries by Delo/Ile & Touche LLP, the membt:r firms ofDeloitte Touche Tohmatsu. and their respective
affil ia tes (oollectively, the Deloitte Entities). for the years ended December 31, 2014 and 2013 totaled $3,986,500 and $3,616,225, respectively. ln
addition, affiliates ofDeloitte & Touche LLP as noted below provide other accounting services to NU. Fees were co1nprisecl of the following'.
1.

Audit

Fee,~

The aggregate fees billed to NU and its suhsidiaries by Deloitte & Touche LLP for audit services rendered for the years ended December 31, 2014
and 2013 totaled $3.775.000 and $3, 493.925, respectively. The audit fees were incurred for audits ofNorthllllst Uti lities' annual consolidated
financial statements and those of its subsidiaries, reviews of financial statements included in Northeast Utilities' Quarterly Reports on Fom1 JO-Q and
!nose of its subsidiaries, comfort leners, consents and other costs related to registration statements and financings. The fees also included audits of
internal controls over financial reporting as of Dect:mb.:r 31. 2014 and 2013.
2.

Aud it Related Fees

The aggregate fees billed to NU and its subsidiaries by the Deloitte ~ntities for audit related services rendered for the years ended December 31.
2014 and 2013 totaled $175.000 and$] 00.000, respectively. The audit related fees were incurred for procedures perfonned in the ordinary course of
business in support or certain regulatory fil iJ1gs.
3.

"fo x Fees

TJ1e aggrt:gate fees billed to NU and its subsidiaries by the Deloitte Entities for tax services for the year ended December 3 1, 2013 totaled $20,800.
Tax fees for 2013 related primarily to reviews of tax returns. There were no tax fees fonhe year ended December 3I.2014.
4.

All Other Fees

Tbe aggregate lees billed to NU and its subsidjnries by the Deloille Entities for services other Utau the services described above for the years ended
December 31 , 2014 and 2013 totaled $36,500 und $1.500, respectively. The 2014 fees include $35,000 for an TT security assessment and both the
2014 and 2013 .tees include $l ,500 for a license for access to an accounting standards resea.rch tool.
NU's Audit Committee pre-approves alt auditing services and pcm1itted audit related or other services (including the fees and terms tl1ereof) to be

performed for us by our independent registered public accounting finn, subject to the de minlmfs exceptions for non-audit services described in
Section l OA(i)(l)(B) of the Securities Exchange Act of 1934, which art: approved by the Audit Committee prior to the completfon of the audit. The
Audie Committee may form and delegate its authority to subcommittees consisting of one or more members when appr-opriate, including the au1horiry
to grant pre-approvals of audit and pennitted 11011-audit services, provided thac decisions ofsuch subcommitcee to grant pre-approvals are presented to
the full Audit Committee at its next scheduled meeting. During 2014, all services described above were pre-approved by the Audit C'ommillee.
NU's Audit Committee has considered whether tl1e provision by the Deloitte Entities of the non -audit services described above was allowed under
Rule 2-0 l(c)(4) of Regulatio11 S-X and was compatible with 111aiJ1taining tl1e ind.:pendence of the registered public accountants ru1d has concluded
that the Oeloittc Entities were and arc independent of us in all respect~.
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PART JV

Item 15.

Exhibits and Financial Statement Schedules

I.

Financial Statements:
The financial statements filed as part of this Annual Report on Fonn 10-K are set forth under
Item 8, ''Financial Statements and Supplementary Data."

2.

Schedules

l.

11.

Financial lnfom1acion of Registrant:
Northeast Utilities (T'arent) Balance Sheets as of December 31 , 2014 and 20 13

S-1

Northeast Utilities (Parent) Statements oflncome for the Years Ended
December 3 1, 2014. 2013 and 2012

S-2

Northeast Utilities (Pare nt) Statements of Comprehensive Income for the Years Ended
December 31. 2014, 2013 and 2012

S-2

Northeast Uti lities (Parent) Statements of Cash Flows for the Years Ended
December 31 , 20 14, 2013 and 2012

S-3

Valuation and Qualifying Accounts and Reserves for NU, CL&P, NSTAR Electric, PSNH and
WMECO for2014, 2013 and 2012

S-4

All 0U1er schedules oftJ1e companies for which inclusion is required in the applicable regulations
of the SEC are perm itted to be omitted under the related instructions or are not applicable. and
therefore have been 0111 itted.
3.

Exhibit

l nde.~

E-1
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NORTHEAST UTILITIES
SIGNATURES

Pursuant to the requirements of' Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this repo1t to be
signed on its behalf by the undersigned, thereunto du ly authorized.
NORTH EAST UTlLlTlES

February 25. 2015

By:

I sl

Jay S. Buth
Jay S. Buth
Vice President Controller and Chief At:oounting Officer

Pursuant to Uic requirements of U1e Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf
of the Registrant mid in the capacities and on the dates indi1.-.;ted.
POWER OF ATIORNEY
Each person whose signature appears below constitutes and appoints Gregory B. Butler• .lames J. Judge a11d Jay S. Buth and each of
them. his or her true and lawful attorneys-in-fact aud agents. with full power of substitution and resubstitution. for him or her and in his or lier
name, place and stead, in any aad all capacities, to sign any and all amendments to tliis Aruiual Report on Fonn 10-K, and to file the same, witl1
all exhibits thereto. and other documents fn connection therewitll, wiUi the Securities and Exchange Commission, grantin.g unto said attorneys·
in-fact and agents, and each of them, fu ll power and authority to do and perform each mid every act and thing requisite and necessary to be done,
as fully to ;ill intents and purposes as he or she might or could do in person, hereby ratifying and coufinning all lhat said attorneys-in-fact and
agents or any of them, or U1eir or his or her substitute or substitutes, may lawfully do or cause to be done by virtue hereof.
Signature
Chainnan, President and
Chief Executive Officer, and a Trustee
(Principal E.x.ecutive Officer)

February 25. 2015

Isl .lames J. Judge
James J Judge

Executive Vice President and
Chieffinal\cial Officer
(Priocipiil Financial Officer)

February 25. 2015

I sl Jay S. Buth

Vice President, Controller
and Chief Accounting Officer

Febmary 25. 20 15

Trustee

February 25. 2015

Trustee

February 25, 2015

Trustee

February 25, 2015

Trustee

rebruary 25, 2015

I sl Thomas J. May

Thomas J. May

Jay S. Buth
I sl Richard H. Booth

Ricbard H. Bootll

I sl John S. Clarkeson

John S. CIRrkeson
Isl Cotton M. Cleveland

Cotton M. Cleveland

Isl Sanford Cloud, Jr.
Sanford Cloud, Jr.

/s/ James S. DiStasio
James S. Di.Stasio

Trustee

February 25, 2015

I sl Francis A. Doyle

Trustee

February 25. 20 I5

Francis A. Doyle
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Isl Charles K. Gifford
Charles K. Gifford

Tmstee

Fcbmary 25, 2015

Isl Paul A. La Camera

Tmstee

February 25, 20 15

Trustee

February 25. 2015

/s/ William C. Van Faasen
William C. Yai1 Faaseu

Trustee

February 25. 20 15

Isl Frederica M. Williams
Frederica M. Williams

Trustee

February 25, 2015

Isl De1mis R. Wraase
Dennis R. Wraase

Trustee

February 25, 2015

Paul A. La Camera
Isl Kenneth R. Leibler

Kenneth R. Leibler
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T HE CONNECTICUT LIGHT AND POWER COJ\'IPA;~\
S IGNATtlRES

Pursuant to the requirements of Section 13 or 1S(d) of the Securities Exchange Act of 1934, lhe Registrant has duly caused this report lo be
signed on its behalf by the undersigned, thereunto du ly authoriz.ed.
THE CONNECTICUT LIGHT AND POWER COMPANY

February 25. 2015

By:

I sl

Jay S. Buth
Jay S. Buth
Vice President. Controller and Chief Accounting Offic:-0r

Pursuant to the requirements of the Securities Exchange Act of 1934, l11is repor1 has been signed below by the following persons on behalf
of the Registrant and in the capacities and on the dates indicated.
POWER OF A'ITO RNEY
Each person whose signature appears below constitutes and appoints Gregory B. Butler. Jamt:S J. Judge and Jay S. Buth and each of
the m, his or her true and lawful attomc:ys-in-fact and agents, with foll power of substitution and resubstitution. for him or her and in his or her

name, place and stead, in any and all capacities. to sign any and all amendments to rhis Annual Report on Fonn 10-K and to file the same, with
all exhibits thereto, and other documen(s in connection therewith. with the Securities and Exch1tnge Commission, granti11g unto said attorneys·
in-fact and agents, and each of them. full power and auU1ority to do and perfonn each and every net and thing requisite and necessary to be done,
as fully 10 al l intents and purposes as he or she might or could do in person, hereby ratifying and con firming all that said attorneys-in-fact and
agents or nny oflhem, or their or his or her substitute or substitutes. mny law full y do or cause to be done by virt11e hereof
Signature
Isl Thomas

Chairman and a Dircc.tor
(Principal faecutive Officer)

February 25. 2015

Isl We.mer .I. Schweiger
Werner J. Schweiger

Chief Executive Officer and a Direc.tor

February 25, 20!5

Isl .lame.sJ . .Judge

Executive Vice President and
Chief financial Officer and a Director
(Principal Financial Officer)

February 25, 201 5

Senior Vice President and General Counsel
and a Director

February 25, 201.5

Vice President, Controller
aud Chief Accounting Officer

Febmary 25, 2015

J. May
Thomas J. May

James J_Judge

Isl Gregory B . Buller

Gregory B. Buller

Isl Jay S. Buth
Jay S. Buth
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NSTAR ELECTRIC COl\'fPANY
SIGl\ATlfRES

Pursuant co che requirements of Section 13 or l 5(d) of the Securities Exchange Act of 1934. lhe Registrant has du ly caused this report lo bt
signed on its bebal fby the undersigned, thereunto du ly authorized.

NSTAR ELECTRIC COMPANY
February 25, 2015

By:

Isl

.lay S. Buth
Jay S. Buch
Vice President Controller and Chief Accounting Officer

Pursuant Lo the requirements of the Securities Exchange Act of 1934, rhis repon has been signed below by tbe following persons on behalf
of!he Registrant and in the capacities and on the dates indfo11ted.
POWER OF ATrORNEY
Each person whose signanire appears below cons titutes and appoints Gregory B. Butler. .lames J. Judge tmd .lay S. Buth and each of
them. his or ht:r true and Jawfhl attorneys-in-fact and agents. with ful l power ofsubstin1tion and resubstitution, for him or her and in his or her
name, place and stead. ln any and all capacities. to sign any and all amendments to chis Annual ReporL on Fonn I 0-K, and to file the same, with
all exhibits thereto. and other documents in connection therewith, with the Securities and Exchange Commission, granting unto said anomeysin-fact and agents, and each of them, fu ll power and authority to do and perfonn each and evc:ry act and thing requisite and necessary to be done.
as fully to all intents and purposes as he or she might or could do in person. hereby ratifying and confim1ing all that said attorneys-in-fact and
agents or any of them, or their or his or her substitute or substitutes. may lawfu ll y do or cause to be done by vi11ue hereof.
Signature
Isl Thomas J. May
TI1omas J. May

Chairman and a Director
(Principal Executive Officer)

February 25, 201S

Isl Werner J. Schweiger
Werner J. Schweiger

Chief Executive Officer and a Director

February 25, 20 t 5

Isl James J. Judge

Executive Vice President and
Chief Financial Officer and a Director
(Principal Financial Officer)

February 25, 2015

Senior Vice President and Ge neral Counsel
and a Director

February 25. 2015

Vice President, Controller
and Chief Accounting Offit-er

F ebroary 25, 20 I 5

James J. Judge

Isl Gregory B. Butler

Gregory B. Butler
Isl Jay S. Buth

Jay S. Buth
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PllBLIC SERVICE COMPANY OF NEW HAMPSH IRE
SIGNAT URES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Regis1ran1 has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.
PUBLIC SERVICE COMPANY OF NEW HAMJ>Sl-llRE
l·ebruary 25. 2015

By:

Isl

Jay S. Buth
Jay S. Buth
Vice Pres ident. ControUer and Chief Accounting Officer

Pursuant to the requirements of the Securities Exchange Act of1934, this repon has been signed bel.ow by the following persons on behalf
of the Registrant and in the capacities and on the dales indicated.
POWER OF AITORNEY
Each person whose signature appears below constitutes and appoints Gregory B. Buller, James J. Judge and Jay S. Buth and each of
them, h.is or her true and lawful attorneys-in-fact and agents. with -fi.111 power of substitution and resubstitution, for him or her and in his or her
name, place and stead, in any and all capacities, to sign any and all amendments to this Annual Report on form 10-K, and to fi le the same, with
all exJ1ibits thereto, and other documents in connection therewith, with the Securities and Exchange Commission, granting unto said attomeysin-fact and agents, and each of them, full power and authority to do and perfonn each and every act and tl1ing requisite and necessary to be done,
as fully to all intents and purposes as he or she might or could do in person, hereby rntifying and confinning all tha1 said attorneys-in-fact and
agents or any of them, or their or his or her substitute or substitutes, may lawfully do or cause to be done by virtue hereof
Sill.nature
/s/ Thomas J. May
TI10111as .I. May

Cha irman and a Director
(Principal Executive Officer)

February 25, 2015

Is/ Werner J. Schweiger
Werner .L Schweiger

Chief Executive Officer and a Director

February 25. 2015

Isl James J. Judge
James J. Judge

Executive Vice President and
ChiefFinancial Officer and a Director
(Principal financial Officer)

February 25, 2015

Isl Gregory B. Butler
Gregory B. Butler

Senior Vice President and General Counsel
and a Director

February 25, 2015

Isl Jay S. Buth

Vice President, Controller
and Chief Accounting Officer

February 25, 2015

Jay S. Buth
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WESTERN MASSACHUSETTS ELECTRIC COMPANY
SIGNATURES

Pursuam to the requirements of Section 13 or l S(d) of the Securities Exchange Act of 1934, llle Registrant has duly caused this report to be
signed on its behal f by the undersigned, thereunto dn ly authorized.
WESTERN MASSACHUSETTS ELECTRJC{:OMPANY

February 25. 2015

By:

/sf Jay S. Buth
Jay S. Buth
Vice President. Controller and Chief Accounting Officer

Pursuant to the requirements of the Securities Exchange J\ct of 1934, this report bas been signed below by the following persons on behalf
of the Registrant an d in the capacities and on the dates indicated.
POWER OF ATTORNEY
Each person whose signature appears below constitutes and appoints Gregory B. Butler. .James J. Judge mid Jay S, Buth and each of
them. his or heJ true and lawfol attorneys-in-fact and agents. with ti.ill power of substitution and resubstitution, for him or her and in his or her
name, place and stead_ in any and all capacities. to sign any and all amendments to this Ann ual Report on Fonn l 0-K. and to file the same, with
all exhibits tbereto, and other documents in connection therewith. with the Securities and 13xchange Commission, granting unto said attomeysin-fact and agents, and each ofi,J1c111, fu ll power and authority to do and perfom1 each and every act and thing requisite and necessary to be done.
as fully to all intents and purposes as he or she might or could do in person. hereby ratifying and continuing all that said attorneys-in-fact and
agents or any of them. or their or his or her substitute or substitutes. may lawfully do or cause to be done by vim1e hereof.
Siu.nature
Isl Thomas J. May

ChaiJ1nan and a Director
(Principal Executive Officer)

February 25, 2015

Chief Executive Officer and a Director

Febmary 25, 2015

Is/ James J. Judge
James .J. Judge

Executive Vice President and
ChiefFinancial Officer and a Director
(Principal Financial Officer)

february 25. 2015

Isl Gregory B. Butler

Senior Vice President and General Counsel
and a Director

February 25, 20 l S

Vice President, Controller
and Chief Accounting Officer

Febmary 25, 2015

Thomas J. May
Isl Werner J. Sclnveiger

Werner J. Schweiger

Gregory B. Butler
Isl Jay S. Bulb

Jay S. Buth
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SCHEDULE I
NORTHEAST UT[LJTrES (PARENT)
FINANCIAL INFORMATION OF REGISTRANT
BALANCE SHEETS
AS OF DECEMBER 31. 2014 AND 2013
(Thousands of Dollars)
2014
ASSETS
Current Assets:
Cash
Accounts Receivable !Tom Subsidiaries
Notes Receivable from Subsidiaries
Prepayments and Otber Current Assets
Total Current Assets

$

Deferred Debits and Other Assets:
rnvestments in Subsidiary Companies, at Equity
Notes Receivable from Suhsidiaries
Accumulated Deferred Income Taxes
Goodwill
Other Long-Tenn Assets·
Total Deferred Debits and Othe.r Ass~

2013

138
6,725
741 ,150
4 1,366
789,379

$

7,733,051
62,500
205, 779
3,23 1,81 I
22,099
11 ,255,240

8,387,976
106,300
177,908
3 ,231 ,8 11
33,552
11,937,547

Total Assets
LIABILITIES AND CAPITALJZATION
Current Liabil ities:
Notes Payable
Long-Tenn Debt - Current Portion
Accounts Payable
Accounts Payable to Subsidiaries
Other
Total Current Liabi lities

$

12,726,926

$

12,281,743

$

654,825
28,883
14 1
150,268
71,778
905,895

$

1,014,500
31 ,696
441
144,026
59.559
1,250,222

Deferred Credits and Other Liabilities:
Other
Total Deferred Credits and Other Liabilities
Cap italization:
Long-Term Debt
Equity:
Common Shareholders' Equity:
Common Shares
Capital Surplus, Paid in
Retained Earn ings
Accumulated Other Comprehensive Loss
Treasury Stock
Common Shareholders' Equity
Total Capitalization
$

Tota l Liabilities and Capitalization

35
95,513
871,050
59,905
1,026,503

125,608
125,608

122,226
122,226

1,7 18,608

1,297,767

1,666,796
6,235,834
2,448,661
(74,009)
(300,467}
9,976,815
I 1,695,423

1,665.351
6,192,765
2, 125,980
(46,03 I)
(326,537)
9,6 11,528
10.909.295

12.726.926

$

12,281,743

See tl1e Combined Notes to Consolidated Financial Stateme/'l/s in this Annual Report on fonn l 0-K for a description of significant accounting
matters related to NU parent, including NU common shares information as described in Note 16, "Common Shares,'' material obligations and
guarantees as described in Note I I, "Commitments and Contingencies." and debt agreements as desoribed in Note 7, "Short-Tem1 Debt," and Note 8,
"Long-Tenn Debt."
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SCHEDVLE r
NORTHEAST UTCLITJES (PARENT)
FfNANC!AL fNFORtvfA T!ON OF REGLSTRANT
STATEMENTS OF fNCOME
FOR THE YEARS ENDE D DECEMBER3 I, 20 14. 20 13 AND 2012
(1l1ousands of Dollars. Except Share lnfom111tion)
20 14

$

Operating Revenues
Operating Expenses
Other
Operating Loss
rnterest Expense

1012 (II

20 13
$

8

$

2

29.598
(29,598)
33.168

12,766

80,719

(12. 758)

~80,717)

31,639

36,325

848,435
1,830
850,265
787.499
(32.047)
819.546

785,650
5,062
790,7 12
746.315
(39,692)
786,007

Other income, Net:
E quiiy in Earnings of Subsidiaries
Other, Net
Other Jucome. Net
Income Before lm:ome Tax Benefit
Income Tax Benefit
Net lncome
Net lncome Attributable to Noncontrolling Interest
Net Income Attributable to Controlling Interest

$

819,546

$

786,007

$

579,22 1
6.080
585.301
468.259
(57,789)
526,048
103
525,945

Basic Earnings per Common Share

$

2.59

$

2.49

$

1.90

Diluted Earnings per Common Share

$

2.58

$

2.49

$

1.89

Weiglued Average Common Shares Outstanding:
Basic

316, 136,748
317.417, 414

Diluted

3 l5,31 l,387

2 77.209,819
277,993.631

3 16,21 l,160

STATEMENTS OF COMPREHENS IVE INCOME
Net Income
Other Comprehensive Income/( Loss), Net of Tax:
Qualified Cash Flow Hedging Instruments
Changes in Unrealized Gains/(Losses) on Other Securities
Change in Funded Status of Pension, SERP and PBOP
Benefit Plans
Other Comprehen sive lncome/(Loss). Net of Tax
Compre hensive income Attributable to Noncontro lling Interest
Compre he11sive Income Attributable to Controll ing Interest

$

819.546

$

2.037
315

791 ,568

$

25, 714
26,823
$

812,830

526,048
1.971
217

2,049
(940)

(30,330)
(27,978)
$

786,007

$

(4.356)
(2, 168)
(103)
523,777

1
its s ubsidiaries. The financial infonnation includes NSTAR and its subsidiaries' results of operations
beginning April lO, 20 12. See Note 21 , "Merger of NU and NSTAR." for further infoniiation rega rding the merger.

< > On April J0. 2012, NU acquired NSTAR and

See the Combined Notes to Consolidated Financ ial Statements in tJ1is Arn1ual Re port on Form 10-K for a description of significant accow1ting
matters reluted to NU parent, including NU common shares infommtion as deSL'fibed in Note 16, "Common Shares," material obligations and
guarantees as described iu Nole 11, "Commitments and Contingencies," and debt agreements as described in Note 7. 1'Short-Te m1 Debt," and Note 8.
"Long-Term DebL"
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SCHEDULE T
NORTHEAST UTILTTfES (PARENT)
HNANCJAL INFORMATION OF REGISTRANT
ST ATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 3 1. 20 14, 20 13 and 20 12
(Thousands of Dollars)
2014
Operating Acllvities:
Net Income
Adjuscments to Reconcile Net Income to Net Cash
Flows Provided by Operating Activities:
Equicy in Earnings of Subsidiaries
Cash D ividends Received from Subsidiaries
Deferred Income Taxes
Other
Changes in Current Assets and Liabilities:
Accounts Receivables from Subsidiaries
Taxes Receivable/Accrned, Net
Accounts Payable, Including Affiliate Payables
Other Current Assets and Liabilities, Net
Net Cash Flows Provided by Operating /\ctivities

$

Investing Activities:
Capital Contributions to Subsidiaries
Return of Investment in Subsidiaries
Decrease in Money Pool Lending
Decrease/(lncrease) in Notes Receivable from Subsidiaries
Other lave.s ting Activities
Net Cash Flows Used in hwesting Activities

819.546

$

$

(579,22 1)
374.584
l]5,350)
(3,755)

88.800
23, 178
5,942
14,484
730,680

14,704
13,295
(7.058)
( 1.4 11)
472,052

(18,321)
(16,872)
48,332
60_182
3 75,627

(437,553)

(65,400)

86, 100

5,475
(l ,862)
(61 787)

(81,431)
8,207
2,200
(704,475)
(608)
(776.107)

$

138

$

(462, 741)
750,000
(550,000)
(135,500)
( 12,418)
(4 l0,659)
(394)
429
35 $

$

36,208 $
(86,804) $

33-822 $
(30,603) $

86,575
9,528
(379.124)
103

35

$

526,048

(785,650)
407,837
15, 159
29, 169

(475,227)

Supplemental Cash Flow Information:
Cash Paid/(Received) During !he Year for:
lnteresi
Income Taxes

786,007

(848,435)
609, 800
7,956
9.409

(351,453)

Financing Activities:
Cash Dividends on Common Shares
Issuance of Long-Term Debt
Retirement of Long-Term Debt
lncrcasc/(Decrease) in Short-Tenn Debt
Other Financing Activities
Net Cash Flows (Used in)/Providcd by Financing, Activities
Net lncrease/(Decrease) in Cash
Cash - Beginning ofYear
Cash - End of Year

2012< 1>

20 13

(375 ,047)
300,000
(263,000)
733,500
5,394
400,847
367
62
429

50.144
(27.126)

On April 10, 2012, NU acquired NSTAR and its s ubsidiaries. The financial infonnation includes NSTAR and its subsidiaries' cash flows
beginning April I 0, 2012. See Note 21, "Merger of NU and NSTAR," for further information regarding the merger.

( I)

See the Combined Notes to Consolidated Financial Statements in this Annual Report on Fonn 10-K for a description of significant aecounring
matters related to NU parent, including NU common shares information as described in Note 16, "Common Shares," material obligations and
guarantees as described in Note 11, "Commitments and Contingencies," and debt agreements as described in Note 7, ''Short-Tenn Debt." and Note 8,
"Long-Tenn Debt."
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SCI IEDULE II
NORTHEAST UTILJTIES AND SUBSIDIARIES
VALUATION AND QUALlfYING ACCOUNTS AND RESERVES
FOR THE YEARS ENDED DECEMBER 31. 2014, 2013 AND 20 12
(Thousunds of Dollars)
Column U

Co lumn 1\

Co lum n C

Co lumn D

Co lumn E

Ocductions Describe
(b)

Balance
as of
End of Year

Ad dilions

Balancess
of Beginning
of Year

Description:

(I)

(2)

(3)

Ctmrge<I

Charged to
Other
Acc.-ounts Describe (n)

tm11act
Related to
Merger\\ ilh

10

Costs
and

Expenses

N. TAfl

1::fil:
Reserves Deducted from Assets Reserves for Uncollectible Accou nts:
2014
2013
20 12
C L&P:
Reserves Deducted from Assets Resel'\ es for Uncollectible Accounts
2014
2013
2012
NSTA R Electric:
Reserves Deducted from Assets Reserves for Unco llectible Accounts:
20 14
20 13
2012
PSNH:
Reserves Deducted from Assets Reserves for Uncollectible Accounts:
2014
2013
20 12
WM ECO:
Reserves Deducted from Assets Reserves for Uncollectible Accounts:
2014
2013
2012

171,251
165,549
115,689

$

s

81 ,995
77,571
83.475

$

$

$

$

51.227
37.744
34, 761

$

$

39,706
27,258
27,084

$

24,740
28.108
40,301

$

627

6,8 15
6.608

$

$

55,657
55,465
36.275

$

$

6,598
3,947
2.080

4 1.679
44. 115
27,118

$

7,364
6,760
7, 190

$

9.984
8,501
10,018

$

6,457

2,415
2,580
2.294

$

I02.818
87.507
80.462

$

175,3 17
17 1.25 1
165.549

-

$

44,012
26,781
35,068

$

84,287
81 .995
77,57 1

$

-

$

26,376
30,544
23,304

$

40.670
41,679
44.I IS

797
779
2,48 1

$

-

$

7.3 13
6,783
9,368

$

7.663
7.364
6,760

3,608
4,299
2.428

$

-

$

6.127
5.396
6,239

$

9.880
9.984
8.501

59,286

(a) Amounts relate to uncollecllhle accounts receivables reserved for I.bat are not. charged to bad debt expense. The PURA allows CL&P and
Yankee Gas to accelerate the recovery ofuncollectible hardship accounts receivables outstanding for greater than 90 days. The DPU allows
WMECO to recover in rates amounts associated with certa in uncollectible hardship accounts receivables.
(b) Amount s wriuen off. net of recoveries.
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EXJ-UBIT INDEX
Each document descnbed below is incorporated by reference by the registram(s) listed to the files identi lied. unless designated with a {* ). "hich
exhibits are filed herewith. Management contracts and compensation plans or arrangements are designated with a{+).
Exhibit
Number

Descnpllon

3.

Articles oflncorporation and By-Laws

(A)

Northeast Utilities
3.1

(8)

The Connecticut Light and Power Company
3. 1

3.2

(C)

(D)

(E)

Declaration ofTrust of NU. as amended through May l O. 2005 (Exhibit A. I, NU Fonn U-1 filed June 23, 2005, File No. 7010315)

Ce11ificate of Incorporation of CL&P. restated to March 22, 1994 (Exhibit 3.2. 1. 1993 CL&P Form I0-K, File No. 000-00404)
J .1.1

Certilicate of Amendment to Certificate of lnco11>oration ofCL&P. dated De(;ember 26. 1996 (Exhibit 3.2.2, 1996
CL&P Fonn 10-K f:iled March 25, 1997, File No. 001-1 1419)

3. I .2

Certificate of Amendment to Certificate of Jncorporation of CL&P. dated April 27, 1998 (Exhibit 3.2.3_ 1998 CL&P
Fom1 10-K filed March 23, 1999, File No. 000-00404)

J .13

Am.:nded and Restated Certificate oflncorporation ofCL&P, dated effective January 3. 2012 (ExhibitJ(i), CL&P
Current Report on Fonn 8-K filed January 9, 2012, File No. 000-00404)

By-lm~11 of CL&P,

as amended and restated effective September 29, 2014 (Exhibit 3. 1, CL&P Current Report on Form 8-K filed
October 2, 2014. File No. 000-00404)

NSTAR Electric Company
3.1

Restated Articles of Organization of NSTAR Electric Company, fka Boston Edison Company (Exhibit 3.1 , NSTAR Electric Form
10-Q for the Quarter Ended June 30, 1994 filed August 12. 1994, File No. 001-02301)

3.2

Bylaw:. ofNSTAR Electric Company, as amended and restated elTective September 29. 2014 (Exhibit 3.1. NSTAR Electric
Current Report on Forni 8-K filed October 2, 2014, File No. 000-02301)

Public Service Company of New Ilampshire
3.1

Articles of Incorporation, as amended to May 16, 1991 (Exhibit 3.3. 1, 1993 PSNH Form I0-K filed March 25, 1994, File No.
00 1-06392)

3.2

Ry-laws of PSNll, as in eflect· .lune 27, 2008 (clChibit 3, PSNH Ponn I0-Q for the Quarter Ended June 30, 2008 filed Augus1 7.
2008, File No. 001 -06392)

Western Massachusetis Electric Company
.3.J

Articles of Organization ofWMECO, restated 10 February 23. 1995 (Exhibit 3.4. 1. 1994 WMECO Fonn 10-K filed March 27,
1995. file No. 001-07624)

3.2

By-laws ofWMECO, as amended to April 1, 1999 {ElChibit 3.1, WMECO Fonn 10-Q for the Quaner Ended June 30, 1999 filed
August 13. 1999. file No. 000-07624)
3 2.1

By-laws of WMECO. as further amended 10 Ma~ 1, 2000 (Exhibit 3. 1, WMECO Form I0-Q for the Quarter Ended
June 30. 2000 tiled August 11, 2000. File No. 000-07624)
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4.

lnstmmerttir defining the rights of security holders. Including indentures

(A)

Northeast Uti lities
4.1

4.2

Indenture between NU and The Bank of New York as Trustee dated as of Apri l l, 2002 (Exhibit A-3, NU 35-CERT filed
Apri l 16, 2002, File No. 070-09535)
4.1.1

Fifth Supplemental Indenture between NU and The Blink.of New York. Trust Company N.A .. as Trustee, dated as of
May I, 2013. relating to $300 million ofSenior Notes, Series E. due 2018 and $400 million of Senior Notes. Series F.
di1e 2023 (Exhibit 4. 1, NU Current Report on Fonn 8-K filed May 16, 2013, File No. 00 1-05324)

4.1.2

Sixth Supplemental lndenn1re between NU and The Bank of New York Trust Company N.A., as Trustee. dated as of
January I, 2015. relating to $150 million of Senior Notes, Series G, due 20 18 and $300 million of Senior Notes,
Series H. dt1e 2025 (Exhibit 4. I, NU Cum:nt Report on Form 8-K fi led January 21 , 2015, File No. 00 1-05324)

lndentur.: dated as of January 12.. 2000. bclween NU. as successor lo NSTAR LJ.,C, as successor lo NSTAR. and Bank One Tn.1s1
Company NA (Exhibit 4.1 to NSTAR Registration Staiement on Porm S-3. File No. 333-94735)
4.2. J

4.3

Credit Agreement, dated July 25,2012. by and 11mong NU, CL&P, NS'T AR Gas. NSTAR LLC. PSNH, WMBCO, Yankee Gas
Services Company and the Banks mm1ed therein. pursuant to which Bank of America, N.A.. serves us Administrative Agent
(Exhibit4. I, NU Fonn I0-Q for the Quarter Ended September 30, 20 12, filed November 7, 2012, fj le No. 001 -05324)
4.3.l

(8)

Fon11 of4.50% Debenture Due 2019 (Exhibit 99.2, NSTAR Ponn 8-K filed November 16, 2009, File. No. 001-14 7681

First Amendment t·o Credit Agreemellt', dated September 6, 2013, by and among NU, CL&P, NSTAR Gas. NSTAR
LGC. PSN11. WMECO. Yankee Gas Services Company and the Banks named therein, pursuant co which Bank of
America. N.A. serves as Administrative Agent (Exhibit 4. 1. NU Current Report on Fonn 8-K filed September 12, 2013,
File No. 001 -05324)

T he Con necticut Light and Power Company
4,1

4.2

Indenture of Mortgage and Deed ot'Trust between CL&P and Bankers Tnist Company. Trustee. dated as of May I. 1921
(Composite including ni l twenty-four amendments to May I, 1967) (Exhibit 4. 1. 1. 1989 NU Fonn 10-K. File No. 001-0532.4)
4. 1. 1

Series D Supplemental Indentures to the Compos ite May 1, 192.1 Indenture of Mortgage and Deed of Trust becween
CL&P and Bankers Trust Company, dated !IS of October I, 1994 (Exhibit 42.16, 1994 CL&P Form 10-K filed
March 27, 1995, f ile No. OOJ -1141 9)

4. l.2

Series A Supplemental lnth:nture between CL&P and Deutsche Bank Trust Comp!llly Americas. as Trustee. dated RS of
Sep!ember I, 2004 (Exhibit 99.2, CL&P Current Report on Fo1111 8-K filed September 12, 2004, F il e No. 000-00404)

4.1 .3

Series B Supplemental lndcnn1re between CL&P and Deutsche Bank Trust Company Americas, as Trustee dated as of
September L 2004 (Exhibit 99.5. CL&P Current Report on Form 8-K filed September 22, 2004. File No. 000-00404)

Composiie lndencure of Mongage and Deed of Trust between CL&P and Deutsche Bank Trust Company Americas f/kla Bankers
Trust Company, daced as of May l, 1921, as amended and supplemented by seventy-three s upplemental mortgages to and
iuclucling Supplemental Mortgage dated as of April l, 2005 (Exl1ibit 99,5, CL&P C'urtenl Report on Fonn 8-K filed April 13,
'2005, File No. 000-00404)
4.2.1

Supplemental Indenture (2005 Series A Bonds and 2005 Series B Bonds) between CL&P and Deutsche Bank Trust
Company Americas, as Trustee dated as of April I, 2005 (Exhibit 99.2, CL&P Cu rrent Report on Fom1 8-K filed
April 13. 2005. File No. 000-00404)

4.2.2

Supplemental lndenn1re (2007 Series A Bonds and 2007 Series B Bonds) between CL&P and Demsche Bank Trust
Company Americas. as Tmstee dated as of March I, 2007 (Exhibit 99.2. CL&P Current Report on Form 8-K filed
March 29. 2007, Filt!No. 000-00404)

4.2.3

Supplemental Indenture (2007 Series C Bonds and 2007 Series D Bonds) between CL&P and Deutsche Bank Trust
Company Americas, as Trustee dated as of September I. 2007 (Exhibit 4, CL&P Current Report on Fonn 8-K filed
September 19, 2007, File No. 000-00404)

4.2.4

Suppleme ntal Indenture (2008 Series A Bonds) between CG&P and Deutsche Bank Trust Company Americas, as
Trustee dated as of May 1. 2008 (Exhibit 4. CL&P Current Report on Fom1 8-K filed May 29. 2008, File No. 00000404)
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4.3

4.2.5

Supplemcnial lmlenture (2009 Series A Bonds) between CL&P and Deutsche Bank Trust Company Ame1icas. as
T rustee dated ns of February I. 2009 (Exhibit 4. CL&P Current Report on fom1 8-K filed February 19, 2009. File No.
000-00404)

4.2.6

Supplemental Indenture (201 I Senes A and Series B Bonds) between CL&P and Deutsche Bank Trust Company
Americas. as Tmstee da1ed as of October I, 2011 (Exhibit 4.1. CL&P Current Report on Fonn 8-K filed October 28.
2011, File No. 000-00404)

4.2.7

Supplemental lndentLtre (2013 Series A Bond) becween CL&P and Deutsche Bru1k T rust Company Americas, as
T rus tee elated as uf January I, 2013 (exhi bit 4. 1. CL&P Current Report on Forni 8-K filed January 22. 20 13, File No.
000-00404)

4.2.8

Supplemental tndcnrure (2014 Series A Bond) between CL&P and Deu1sche Bank Trust Company Americas. as
Trustee dated as of April I, 2014 (Exhibit 4. 1, CL&P Currtint Report on Form 8-K filed April 29. 2014. File No. 000·
00404)

Amtindecl and Restated Loan Agreement becween Connecticut Devetoprnem Authority and CL&P dated ;is of May I. 1996 and
Amended and Restato:d ns of.January I, 1997 (Pollutiun Control Revenue Sood - 1996A Series) (Exhib it 4.2.24. 1996 CL&P
Form 10-K filed March 25, 1997, File No. 001- 114 19)
4.3. 1

4.4

Amended and Restated lndonrure of Trust between Connecticut Development Authority and Flee1Natfonal Bank. the Trustee
dated as of May L 1996 and Amended and Restated as of January I, 1997 (Pollu tion Control Revenue Bond- 1996A Series)
(Exhibit 4.2.24. I. 1996 CL&P Forni 10-K. fil ed March 25, J997. F ile No. 00 1-11 4 19)
4.4.1

First Amendment to Amended and Restated Indenture ofTrust between Connecticut Development Authority and U.S
Bank National A~ociation, as Trustee dated as of October I. 2008 (Exhibit 10.2 CL&P Fonn 10-0 for t11e Quaner
Ended Sept.:mbcr 30. 2008, filed November 10. 2008_ File No. 000-00404)

4.5

Loan Agreement bet\.\ ce11 Connecticut Developmen1 Authority and CL&P (Poll ution Control Revenue Refunding Bonds - 201 IA
Senes) dated as of October I. 20 11 (Exhibit l.l , CL&P Current Report on F'orm 8-K liJed October 28, 2011 , File No. 000-00404)

4.6

Credit Agreement. dated July 25, 2012, by and among NU. CL&P, NSTAR Gns. NSTAR LLC. PSNH. WMECO, Yankee Gas
Services Company and the Banks named therein, pursuant to which Bank of America. N.A serves as Administra1ive Agent
(Exhibit 4.1, CL&P Fonn 10-Q for the Quarter Ended September 30, 2012. filed November 7. 2012. File No. 001-05324)
4.6.1

(C)

First Amendment 10 Amended &JJd Restated Loan Agreement. between the Connecticut Development Authority and
CL&P dated as of October I. 2008 (Pollution Control Revenue Bond-1996A Series) (E\hJbit IO. I, CL&P Funn 10-Q
for the Quarter Ended September 30. 2008. filed November 10, 2008. File No. 000-00404)

First Amendment 10 Credit Agreement, dated September 6. 2013, by and :imong NU, CL&P. NSTAR Gas. NSTAR
LLC, PSNH. WMECO, Yankee Gas Services Company and the Banks named t11erein, pursuant to which Bank of
America. N.A. serves as Administrative Agent (Exhibit 4. L CL&P Cum:nl Report on Fann 8-K filed on September 12.
2013, FileNo.00 1-05324)

NSTAR Electric Company
4. 1

lndl!nture between Boston Edison Company and the Bank of Ne\\ York (as successor to Bank of Montreal Trust Company)
(Exhibit 4 I, NSTAR Electric Forni 10-Q for the Quarter Ended September 30, 1988, File No. 001·02301)
4.1.1

A form of 5.75% Debenrure Due March 15, 2036 (Exhibit 99.2, Boston Edison Company CurTent Report on Form 8-K
filed MarcJ1 17, 2006, File No. 00 1-0230 1)

4.1.2

A Fonn of 5.625% Debenture Due Novcrnbtir 15, 2017 (Exhibit 99.2, NSTAR Electric Com pany Current Report on
Fann 8-K filed November 20. 2007 and filed February 17. 2009, file No. 001-02301)

4 1.3

A Fann of 5.50% Debenture Due March 15. 2040 (Exhibit 99.2. NSTAR Electric Company Current Report on
Form 8-K filed March 15, 20 I0, File No. 00 1-0230 I)

4. 1.4

A Forni of2.375% Debenture Due 2022 (Exhibit 4. NSTAR Electric Company Current Report 011 Fann 8-K filed
October 18. 2012. File No. 001-0230 I )

4. 1.5

A Parm of Floating Rate Debenture Due 20 16 (Exhibit 4. NSTAR Electric Company Current Report on Fom1 8-K filed
May 22. 2013, File No. 00 1-02301)

4. 1.6

A Form of 4.40%1 Dcbenrure Due 2044 (Exhibit 4, NSTAR Electric Company Current Repon on Form 8-K filed March
13, 2014. File No. 001-02301)
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4.2

Credit Agreement, dated J11 ly 25. 2012, by and belween NSTAR Electric and the Banks named therein. pursuant to "hich
Barclays Bank PLC serves as Administrative Agent and Swing Li1\c Lender (Exhib it 4. 1, NSTAR Elecuic Company form 10-Q
for the Quarter E11ded September 30, 20 12. filed November 7, 20 12.. File No. 00 1-05324)
4.2.1

(0)

Public Service Com pan) of New I lampshire
4, I

First Mortgage Indenture between PSNH and First Fidelity Bank. Nauonal Assocration, Ne" Jcrse). now First Union National
Bank. Trustee.. dated as of August 15. 1978 (Composite including all amendments effective June I, 2011) (included as Exh ibit C
to the Eig,hteenU1 Supplemental Indenture liled as Exhibit 4. 1 to PSNH Current Report on Fom1 8-K filed June2 , 2011. File No.
001 -06392)
4. l . I

Founecnth Supp lemental Indenture between PSNl [ und Wachovia Bank, National Association successor to First Uni on
National Bank. as successor to First Fideliry Bank. Nationa l Association, as Trustee dated as of October L 2005
(Exhibit 99.2. PSNH Current Repon on Form 8-K filed October 6. 2005. File No. 001-06392)

4. 1.2

fifteenll1 Supplemental Indenture between PSNH and Wachovia Bank. Notional Association successor to First Union
National Bank. as successor to First Fidelity Bank. National Association. as Trustee dated as of September I. 2007
(Exhibit 4.1. PSNH Current Report on Fonn 8-K filed September 25. 2007. File No. 001-06392)

4. 1.3

Sixteenth Supplemental Indenrure bemeen PSNH and U.S. Bank National Associauon. Trustee, dated as ofMay I.
2008 (Exh1b114. I to PSNJT Current Report on Form 8-K filed May 29, 2008 (File No.001-06392)

4. 1.4

Seventeenth Supplemental lndent11re. between PSNH and U.S. Bank National Associln ion. as Trustee dated as of
December I, 2009 (Exh ibit 4. 1, PSNI I Current Rcpon on Fom1 8-K liled Decembe r 15. 2009 (.Fi le No. 001-06392)

4. 1.5

Eigh teenth S upplemental Indenture. between PSNH and U.S. Bank National Associmion. as Trustee dated as of May I,
20 11 (Exhibit 4. 1. PSNH Current Report on Forni 8-K filed June 2, 20 11 (File No. 001-06392)

4.l .6

Nineteenth Supplemental lndenrure. bel\"ccn PSNH and U.S. Bank National Association. as Tmslee dated as of
September I, 2011 (fa.bibil4. l, PSNH Current Report on Fonn 8-K filed September 16. 2011 (File No. 001-06392)

4. 1. 7

Twentieth Supplemental Indenture. between PSNH and U S. Bank National Association. as Trustee dated as of
November I. 2013 (Exhibit 4. 1, PSNl l Current Repon on Fonn 8-K filed November 20, 2013 (File No. 001-06392)

4. I .8

Twenty-first Supplemental lndenture. between PSNtl and U.S. Bank National Association, as Trustee dated as of
October I. 20 14 (Exhibit 4. 1, PSNl-I Current Report on Fonn 8-K fil ed October 17, 2014 (Fi le No. 00 l-06392)

4.2

Series A Loan and Trust Agreement umong Business Finance Authority ofU1c Stnte ol"New Hampshire and PSNl I and State
Street Bank and Trust Company. as Trustee (Tax Exempt Pollution Control Bonds) dated as of Ocrober I. 200 I (Exhibit 4.3.4,
2001 NU Fom1 10-K filed March 22, 2002, File No. 00 1-05324)

4.3

Credit Agreement. dated July 25. 2012. by and amoog NU. CL&P, NSTAR Gas, NSTAR LLC, PSNH. WMECO. Yankee Ga:;
Services Company and the Banks named therein, pursuant to which Bank of Amenca. N.A. serves as Administrative Agent
(Exhibit 4. 1. PSNH Fonn I 0-Q for ihe Quarter Ended September 30. 2012. filed November 7. 2011, File No. 001 -05324)
4.3. I

(E)

First Amendment to Credit Agreemenl, doted September 6. 2013. by and among NU. CL&P, NSTAR Gas, NSTA R
LLC. PSNl !. WM ECO, Yankee Gas Services Com pany and the Banks named therein, pursuant to wh ich Bank of
America. N.A. serves as Administrative Agent (Exhib it 4. 1. NSTAR Electric Compni1y Current Report on Form 8-K
tiled on September 12. 2013, File No. 001-05324)

First Amendment to Credit Agreement, dated September 6, 2013, by and among NU, CL&P, NSTAR Gas.NSTAR
LLC. PSNH, WMECO. Yankee Gas Services Company and tl1e Banks named therein , pursuant to which Bank of
America. N.A. serves as Administrative Agent (Exhibit 4, I, PSNH Current Report on Forni 8-K filed on September 12
2013. File No. 00 1-05324}

Western Massachuse tts Electric Com pan y
4.1

Loan Agreement between Connecticut Development Amhority and WMECO. (Pollution Control Revem1e Bonds - Serres A. Tax
Exempt Refunding) dated as of September I. 1993 (Exhibit 4.4. 13, 1993 WMECO Fom1 10-K filed March 25, 1994. File No.
000-07624)

4.2

Indent1lre between WMECO and The Bank of New York. as Trustee, dated as or September I. 2003 (Exhibit 99.2. WMECO
Current Report on Form 8-K filed October 8. 2003. File No. 000-07624)
4.2, I

Second Supplemental Indenture between WM ECO and The Bank of New York, as Trustee dated as of Sepu:rnber I,
2004 (Exh ibit 4. L WMECO Current Report on Form 8-K filed September 27, 2004, File No. 000-07624)
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4.3

4.2.2

111ird Supplemental Indenture bct\wen WMECO and TI1e Bank ofNe" York Trust. as Trustee, dated as of August I,
2005 (Exhibit 4.1. WMECO Current Repon on Fonn 8-K tiled August 12. 2005. File No. 000-07624)

4.23

Fourth Supplernemal Indenture between WM ECO and 111e Bank of New York Tnist, :1s Trustee. dated as of August I.
2007 (Exhibit 4. 1, WMECO Current Repon on Form 8-K filed August :!O. 2007. File No. 000-07624)

4.2.4

Fillh Supplemental Indenture between WM ECO and The Bao.k.ofNe11 York Trust Company. N.A .. as Trustee, dnted as
of March I, 2010 (Exhibit4. I. WMECO Current Report on Forni 8-K filed March I0. 2010. filr No. 000-07624)

-1.2.5

Sixth Supplemental Indenture between WMECO and The Bank ofNew York Trust Compall)'. N.A.. as Trustee, dated
as of September 15. 20 I I (Exhibit 4.1, WM ECO Current Report on Form 8-K liled September 19, 2011. File No. 000·
07624)

4.2.6

Seventh Supplemental Indenture between WMECO and The Bank of New York Trust Company. N.A.. ss Trustee.
dated as of November I, 2.013 (Exhi bit 4. 1, WMECO Current Report on Forni 8-K filed November 21. 2013. File No.
000-07624)

Credit Agreement. dated Ju ly 25. 2012, by and among NU. CL&P. NSTAR Gas. NSTAR LLC, PSNI I, WM ECO, Yankee Gas
Services Company and the Banks named therein. pursuant to which Bank of America. N.A. serves as Administrative Agent
(Exhibit 4. 1. WM ECO fonn 10-Q for the Quurter Ended September 30. 2012. filed November 7, 2012. File No. 001-05324)
43.1

JO.

Material Contracts

(Al

NU

First Amendment to Credit Agreement. dated eptember 6. 2013. by and among NU. Cl&P. NSTAR Gas. NSTAR
LLC. PSNl-I. WMECO. Yankee Gas Services Compan~ and the Banks named therein, pursuant to which Bank of
America. NA. serves as Administrative Agent F.xhibit 4.1, WMECO Current Report on Fonn 8-K filed on
September 12. 2013. File No. 001-05324)

10. 1

lease between The Rocky Rjver Realty Company and Northeast Utilities Service Company dated ns of Ap(il l4. 1992 with
respect to the Berlin, Connecticut headquarters (Exhibit 10.29.1 , 1992 NU Form 10-K, File No. 001-0532.4)

10.2

Amended and Restated Indenture ofMongagc and Deed of Trust bet1veen Yankee Gas Services Company and the Bank or New
York Mellon Trust c-<1mpan). N.A. fonuerl) Connecticut National Bank. as Trusiee. dated Jul) I, 1989, (Composite including all
amendm1:nts effective January I. 2014) (included as Exhibit B to the Eleventh Supplememal Indenture filed as Exhibit 10, NU
Forni l 0-Q for the Quarter Ended March 31. 2014 filed May 2. 2014. File No. 001 -05324)
10.2. l

First Supplemental Indenture ofMongage and Deed ofTrust betweeo Yanket: Gas Services Company and The
Co11nec1icu1 National Bank, as Trustee, dated April 1, 1992 (Yankee Energy System, lnc. Registration Statement Oil
Forni S-3, daled October 2, 1992, File No. 33-52750

10.2.2

Sixth Supplemental Indenture of Mortgage and Deed <1fTrust between Yankee Gas Services Company and The Bank or
New York. as Successor Trnstee to fleet Bank (fonnerly The Connecticut Nnlional Bank) dated January I. 2004
(Exhibit 10.5.6. 2004 NU Fom1 10-K liled March 17. 2005. File No. 001-05324)

I0.2.3

Seventh Supplemental Indenture of Mortgage nnd Deed of Trust between Yankee Gas Services Compan} and The Bank
of New York. as Suct."tssor Tmstee to Fleet Bank (fomJerly The Cormecticul National Bank) dated November I. 2004
(Exhibit 10.5.7, 2004 NU foJ111 JO-K filed March 17. 2005. File No. 001 -05324)

I0.2.4

Eighth Supplemental Indenture of Mortgage nnd Deed of Trust between Yankee Gas Services Company and The Bank
of New York, as Successor Trustee to fleet Bnnk (fom1erly the Connecticut National Bank) dated July l , 2005 (Exhibit
I0.5.8. NU Form I 0-Q for the Quarter Ended June 30, 2005 filed August 8. 2005, File No. 001-05324)

I 0.2.5

Ninth Supplemental Indentu re of Mortgage and Deed of Trust between Yankee Gas Services Company and The Bartl<
ofNew York Mellon Trust Company, N.A., successor as Trustee to The Bank of New York. as successor to Fleet
Nnlional Bank (formerly known as Tht: Connecticut National Bank) dated as or October 1. 2008 (Exhibit I0- 1. NU
fom1 10-Q for the Quarter Ended September 30. 2008 filed November 10. 2008. File No. 00 1-05324)

10.2.6

Tenth Supplemental Indenture ofMongage and Deed ofTrust bemeen Yankee Gas Services Company and The Bank
or New York Mellon Trust Compan}. N.A .. successor as Trustee to The Bank or New York, as successor to fleet
National Bank (fom1crly known as The Connecticut National Bank), dated as of April I, 2010 (Exhibit 10. NU Fonn
I0-Q forthe Quarter Ended March 31. 20 I 0 filed May 7, 20 I0, File No. 001-05324)
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102.7

J:-lcventh Supplemental lndcnrure of Mortgage and Deed of Trust between Yankee Gas Servic:es Company and The
Bank of New York Mellon Tmst Company. N./\ .. successor as Tn1stee to TI1e Bank of New York, as successor to Flee!
Nation~I Bank (fomierly known as The Connecticut National Bank). dated as of January I, 2014 (Exhibit 10, NU fom1
10-Q for th e Quarter Ended March 31 , 2014 tiled May 2 , 2014. File No. 00 1-05324)

"' + IO,JNorthcast Utlliti.:s Board of Tnistces' Compensation Amu1g.crncn1 Summary

1-10.4

10.5

(B)

Amended and Restated Northeast Uti lities Deferred Compensation Plan for Trustees. effective January I, 2009 (Ex hibit I 0.6. NU
Forni IO·Q forthe Quarter Ended September 30. 2008 filed November 10. 2008. ftle No. 00 1-05324)
Composite Transmission Service Agreement, by and between Nortl1ern Pass Transmission LLC, as Ow11er and H.Q. Hydro
Renewable Energy. Inc .. as Purchaser dated October 4, 2010 and effective February 14, 201-1

NU, CL&P. PSNH and WMECO
10. 1

Amended and Restated Forni of Service Conttact betw¢en each of NU, CL&P 1111d WMECO ond NonJ1east Utilities Service
Company (NUSCO) dated as of January I. 2014. (Exhibit I0. 1, NU Forni I0-K filed on Fehninry 25, 20 l4. file No. 001-05324)

10.2

Agreements among New England Utilities will1 respi.:ct lo the Hydro-Quebec interconnection projects (Exhibits lO(u) and JO(v):
JO(w), IO(x), and IO{y), 1990 and 1988. respectively, Form 10-K ofNew England Electric System. File No. 001-03446)

I 0.3

Transmission Operating Agreement between the Initial Participating. Transmission Owners. Additional Participating Transmission
Owners and ISO New England. Inc. dated as ofFebrullJ') I. 2005 (Exhibit 10.29. 2004 NU fonn 10-K filed March 17. 2005. rile
No. 001-05324)
10.3. 1

10.4

Rate De~ign nnd Funds Disbursement Agrecmenl among the Initial Part1cipa1111g Transmission Owners. Additional
Participating Transmission Owners and ISO Ne" England, Inc., effective June 30, 2006 (Exhibit 10.22. 1. 2006 NU
Forni 10-K fi led March I. 2007. File No. 001-05324)

Northeast Ulilities Service Company Transmission and Ancillary Service Wholesale Revenue Allocation Methodology among
The Connecticut Light and Power Company, Western Massachusetcs Elect1ic Compimy. Public Service Company of New
Hampshire, I-lo Iyoke Water Power Company and 1-lolyoke Power and Electric Company Trustee dnted as ofJanuary I. 2008
(Exhibit 10.1, NU Fonn I0-Q for the Quarter Ended March 31, 2008 filed May 9. 2008, File No. 00 1-05324)

+ 10.5

Amended and Restated Emplorrnem Agreement with Gregory B. Butler. effccti\le January I, 2009 (Eshibit I0. 7. 2008 NU Form
10-K filed February 27. 2009, file No. 001-05324)

-rl0.6

Amended and Restated Employment Agreement with David R. McHaJe. effecuve January I. 2009 (Exhibit 10.8. 2008 NU Form
10-K filed February 27, 2009, File No. 00 1-05324)

1-10.7

Amended and Restated Memorandum Agreement bet"een Nonheast Utilities and Leon J. Olivier cfTective January I , 2009
(Exllihit 10.9. 2008 NU Form 10-K ·filed Febrnary 27, 2009, File No. 001 -05324)

+ 10.8

Amended tmd Restated lnccnHve Plan Effective January I, 2009tExhibit10..3. NU Pom1 10-Q tbr the Quarter Ended
September 30. 2008 filed November I0. 2008, File No. 001-05324)

-+-10.9

Anu:ndcd and Restated Supplemental Executive Retirement Plan for Officers of Northeast Utilities SyStem Company e!Tective
January I, 2009 (Exhibit 10.5. NU Forni IO·Q for the Quarter Ended September 30. 2008 filed November 10. 2008. File No. 00105324)

+10.10

Trust under Supplemental Executive Retirement Plan dated May 2. 1994 (Exhibit 10.33. 2002 NU Form 10-K filed March 21 .
2003, File No. 001-05324)
+ I0.10.1 First Amendment 10 Trost Under Supplemental Executive Retirement Plan, effective as of December I 0. 2002 (ExJ1ibi t
10 (B) 10.19.1, 2003 NU Forni 10-K tiled March 12, 2004, File No. 00 1-05324)
+ l0.102

Second Amendment to Trust Under Supplemenlnl E.xecutive Retirement Plan , ctTective as of November 12. 2008
(Exhibil 10.12.2. 2008 NU Forni 10-K lilcd February 27. 2009. File No. 001-05324)

+ 10.11

Special Severance Program for Officers of NU System Companies as of January I, 2009 (Exhibit 10.2, NU Forni 10-Q for th!!
Quarter Ended September 30, 2008 filed November I0. 2008, File No. 001 -05324)

+ 10.12

Amended and Restated Northeast Utilities Deferred Compensalion Plan for Executives etTective as of January I, 2009 (Exhibit
I 0.4 NU Fonn I0-Q for Quarter Ended September 30, 2008 filed November J0. 2008. File No. 001 -05324)

+10.1 3

Northeast Uti lities Retention Agreement (Exhibit 10. 1. NU Registration Statement on l'onn S-4. filed November 22, 20 I0, File
No. 333-170754)
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I 0. 14

(C)

NU and CL&P
I 0. 1

ID)

Northeast Uti lities System's Third Amended and Restated Tax Allocation Agreement dated as of Apri l I 0. 2012. (Exhibit I 0. 1
NU Fonn 10-Q for Quarter Ended June 30, 2012 filed August 7, 20 12, File No. 001-05324)

CL&P A&reement Re: Connecticut NEEWS Projecls by and between CL&P and 'D1e Uruted llluminming Company dated
July 14. 20 I 0 (Exhibit 10 , CL&P Form I 0-Q for the Quarter Ended June 30. 20 10 lilcd August 6, 20 I0. File No. 000-0040-t)

NU and NSTAR Electm:
10 I

NS'rAR Eleetnc Company Restructunng Scnlcment Agreement dated July 1997. (Exhibit I 0 I 2. Boston Edison 1997 Forni I 0-h.
filed March 30. 1998, File No. 001 -0230 l )

10.2

Amended and Restated Power Purchase Agreement (NJ:A A PPA), dated August 19, 2004, by and between Boston Edison and
Northeast Energy Associates L.P. (Exhibit J0. 18. 2005 NSTAR Form 10-K liled February 2 1. 2006. Fi le No. 00 1-14768)

10.3

Am~nded

10.4

Amended am! Restated Power Purchase Agreement (CECO I PPA), dated August 19. 2004 by and between ComEle.itric and

and Resloted Power Purchase Agreemllnl (NEA B PPA), dated August 19, 2004. by and between Comtlcctric and
Northeast Energy Associntes L. P. (Exhibit I0 . 19. 2005 NSTAR Form I 0-K filed February 2 1. 2006, File No. 001-14768)

Nonheast Energy Associates L. P. {Exhibit 10.20. 2005 NSTAR Form 10-K filed February 21. 2006. Fiie No. 001 -1 4768)
10.5

Amended and Restated Power Purchase Agreement (CECO 2 PPA). dated August 19. 2004 b) and between ComElectric and
Northeast Energy Associates L. P. (Exhibit 10.21. 2005 NSTAR Fonn 10-K filed February 21 , 2006. File No. 001 - 14768)

10.6

The Bel1111gham Execution Agreement., dated August 19. 2004 between Boston Edison. Com Electric and Nonheast Energy
Associates L. P. (Ex hibit 10.22, 2005 NSTAR Fonn 10-K filed February 2 l, 2006. Fi le No. 001-14768)

10..7

Second Rest at~d NEPOOL Agreement among NSTAR Electric and various other e lectric uti lities operating in New England,
&lied August 16, 2004 (Exh ibit 10.2.1 .l , 2005 NSTAR Form I 0-K tiled February 21. 2006. File No. 001-14768)

10.8

Transmission Operating Agreement among NSTAR Electric and various electric: transmission providers in New England and ISO
New England Inc .. dated February I, 2005 (Exhibit 10 .2.1.2. 2005 NSTAR Fonn 10-1' liled February 21. 2006, File No. 00 114768)

10.9

Market Participants Service Agreement among NSTAR Electric and various other electric utilities operating in New England.
NEPOOL and ISO 'cw England lne., dated Febrnary l, 2005 (Exhibit 10.2. l 3 . 2005 NSTAR Fonn 10- K filed February 21.
2006, File No. 00 1-14768)

10.10

Rate Design and Funds Disbursement Agreemenl among NSTAR Electric and various other e lectric trnnsmission providers in
New England, dated February I. 2005 (Exh ibit 10.2. 1.4. 2005 NSTAR Fonn 10-K filed Fcb11.1ary 21 , 2006, File No. 001- 14768)

10. J I

ParticipanL~

+10.12

Agreement among NSTAR E lectric, various electric uti li ties operating in Nr.;w England, NEPOOL and ISO-New
England, lnc .. dated February I, 2005 (Exhibit 10 2. 14.2006 NSTAR Form 10-K filed February 16, 2007. File No. 001- 14768)

NSTAR Exc~ss Ocncfit Plan, effective August 25. 1999 (Exhibit 10.1 1999 NSTAR Form 10-K/A liled September 29. 2000. File
No. 001 -14 768)
+10.12. 1

+ JOJ3

NSTAR Excess Benefit Plan. incorporating Lhc NSTA R 409A Excess Benefit Plan, as amended and restated effecuve
January I, 2008, dated December 24. 2008 (Exhibit I0. l .11008 NSTAR Form 10-K filed February 9, 2009. File No.
001-14768)

NSTAR Supplemental Executive Retirement Plan, e!Tectivc August 25, 1999 (.Exh ibit 10.2, 1999 NSTAR Forni 10-K/A filed
September 29. 2000. File No. 001- 14768)
+ I 0.13.1 NSTAR Supplemental Executive Retiremen t Plan, incorporating lhe NSTAR 409A Supplementa l Executive Retirement
Plan. as amended and restated effective January I. 2008. dated December 24. 2008 (Exhibit J0.2. l. 2008 NSTAR Fom1
10-K liled February 9. 2009. File No. 001-14768)

~10. 14

Special Supplemental Executive Retirement Agreement between Boston Edison Company and Thomas J. May dated March 13.
1999. regarding Key Executive Benefit Plan and Supplemental Executive R.etirement Plan (Exlubit 10.3. 1999 NSTAR
fom1 10-K/A filed Septcmber 9, 2000, File No. 001- 14768)

+ L0. 15

Amended and Restated Change in Control Agreement by and berwccn NSTAR and Thomas J. May dated November 15, 2007
(Exhibit 10.5. 2007 NSTAR Form 10-K filed Febmary 11. 2008. File No. 001- 14768)
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~10. 16

NSTAR Dderred Compensation Plan. (Restated EfTcctive August 25, 1999) (ExJ1ibi t I0. 10. 1999 NSTAR Fonn 10-K/A tiled
September 29. 2000. File No. 001 -14768)

+I 0. 16.1

+ 10.17

NSTAR Deferred Compensation Plan, incorpornting the NSTAR 409A IJefen-ed Compensation Plau, as amended and
res tated effective January 1, 2008, dated December 24, 2008 (Exhibit 10.6.1, 2008 NSTA R Forni 10-K liled
Fcbruury 9. 2009. File No. 00 1-14768)

NSTAR 2007 Long fcm1 Incentive Plan. effective May 3, 2007 (Exh ibit I0.2, NU Registration Statement on Forni S-8 filed on
May 8. 20 12)
+J0. 17. 1 Deferred Common Share/Dividend Equivalent A\\ard. Stock Option GranL Opuon Ccnificate and Perfonnance Share
Award/Dividend Equi,alent Award Agreement Under the NSTAR 2007 long Tenn Incentive Plan. by and bet\\een
NSTAR and Thomas J. Ma). dated Januar)' 24. 2008 <Exhibit 10.S. I. 2007 NSTAR Fonn 10-K filed February 11.
2008, File No. 001-14768)
I· I0.17.2

Deferred Common Shure/Dividend Equivalent A\\ard. Stock Option Grant, Option CertifiL-ate nnd Perfonnane.c Share
Award/Dividend Equivalent A ward Agreement Under the NSTAR 2007 Long Tenn Incentive Plan, by and between
NSTAR and James J. Judge c dated Jnnuary 24, 2008 ( Exl1Jbit I 0.8.2. 2007 NSTAR Form I 0-K filed February 11 . 200R.
File No. 001- 14768)

- I0. 17.3 Deferred Common Share/Dividend Equivalent Award, Srock Option Gra nL Option Certificate and Performance Share
Award/Dividend Equivalent A\\ard Agreement Under lhe NSTAR 2007 Long Tem1 Incentive Plan by and between
NSTAR and NSTAR's other Senior Vice Presidents und Vice Presidents_dated January 24, 2008 (in fonn) (Exhibit
J0.8.6. 2007 NSTA R Fonn 10 -1'. filed February 11, 2008. File No. 001 -1 4768)
• 10. 18

Amended and Restated Change in Control Agreement by and bc1ween James J. Judge and NSTAR. dated November 15. 2007
(Exhibit 10.9, 2007NSTAR Fonn 10-K filed February 11 , 2008, File No. 00 1-14768)

+ 10.19

NSTAR T rustees' De ferred Phm (Restated Effective August 25. 1999), dated October 20, 2000 (Exhibit I 0.4, NSTAR Fom1 10-Q
for the quarter ended September 30, 2000 filed November 14. 2000. File No. 00 1-14768)
I 0.20.1 NSTAR Trustees' Deferred Plan, incorporating the 409A Trustees· Deferred Plan, cflbctive January t 2008. dated
December 24. 2008 (Exhibit 10. l 0.1, 2008 NSTAR Fom1 10-K filed February 9, 2009, File No. 001-14768)

+ 10.20

Master Trust Agreement between NSTAR and State Street Bank and Trust Company (Rabbr Trust). effective August 25. 1999
(Exhibit 10.5. N TA R Fom1 10-Q for the Quarter Ended September 30. 2000 flied November 14, 2000, File No. 001 -14768)

+ 10.21

Amended and Restated Change in Control Agreement by nnd between NSTAR· s other Senior Vice Presidents and NSTAR (in
fonn). dated November 15, 2007 (Exhibit 10.15. 2007 NSTAR Form 10-K filed February I I. 2008, File No. 001 -14768)

+ 10.22

Amended and Restated Change in Control Agreement between NST AR' s Vice Presidems and NSTAR (in fonn). dated
November 15, 2007 (E;<hibit 10.16, 2007 NSTA R Form 10-K filed February JI. 2008, File No. 001 - 14768)

1 10.23

Curren tly effective Chnnge in Control Agreement between NSTAR's Vice Presidents and NSTAR (in fortn) (Exhibit· 10. l 7. 2009
NSTAR Fon11 10-K fil ed FebruRry 25. 2010. File No. 001- 14768)

+ 10.24

Executive Retention Award Agreement, dated November 19, 2010, by and between NSTAR and James J. Judge (Exh ibit 99.2.
NSTAR Current Rcpon on Fann 8-K ftled November 22. 20 I 0, File No. 001-1 4 768)

10.25

MDTE Order approving Rate Settlement Agreement dated December 3 I, 2005 (Exhibit 99.2, NSTA R Current Report on
Form 8-K filed January 4, 2006. File No. 001-14768)

(E)

NU and WMECO
10. 1

Lease and Agreement by and between WMECO and Bank of New England. NA" with BNE Realty Leasing Corporation of
Nonh Cnrolina duted as of December I S. 1988 (Exhibit 10.63. 1988 NU Fonn 10-1'.. file No. 00 1-05324)
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• 12.

Ratio of Earnings to Fixed Charges

(A)

Northeast Utilities

(B)

ll1e Connecticut Light and Power Company

(C)

NSTAR Electric Company

(D)

Public Service Company or New Hampshire

(E)

Western Massachusetts Electric Company

•21

Subsidiaries of the Registrant

• 23,

Consents of Independent Registered Public Accounting f-mn

*3 l.

Rule 13a -14(a)/l 5 d - 14(a) Ccrtilications

~A)

Northeast Utilities
31

Certification of Thomas J. May. Chairman, President and Chief Executive Officer of NU required by Rule 13a - I4(a)/l 5d - 14
(a) of the Securities Exchange Act of 1934, as amended. as adopted pursuant to Section 302 or the Sarbanes-Oxley Act of 2002.
dated February 25, 2015
31. l

(B)

The Connecticut Ught and Power Company
31

Certification ofThomas J. May, Chainnan of CL&P required by Rule 13a- 14(a)/15d - 14(a) of the Securities Exchange Acl of
1934, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of2002, dated February 25, 2015
JI . I

(C)

Certification of Thomas J. May. Chairman of NSTAR Electric Company, required by Rule 13a-l 4(a)/ I5d-l4(a) of the Securities
Exchange Act of 1934. as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxlt:y Act of2002, dated February 25.
2015
31 . 1

Certification of James J. .ludge, Executive Vice President and Chief Financial Officer of NSTAR Electric Company,
required by Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934, as amended, as adopted pursuant to
Seclion 302 of the Sarbanes-Oxley Acl of2002, dated February 25, 2015

Public Service Company of New Hampshire
31

Certification of Thomas J. May, Chairman of PSNll required by Rule 13a - 14(a)/15d - 14(a) of the Securities Exchange Act of
1934, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of2002. dated February 25. 2015
31.1

(E)

Certification of James J. Judge, Executive Vice President and Chief Financial Officer of CL&P required by Rule IJa 14(a)/ 15d - 14(a) of the Securities Exchange Act of 1934, as an1ended, as adopted pursuant to Section 302 of the
Sarbancs-Oxley Actof2002. dated February 25, 2015

NSTAR Electric Company
31

(0)

Certification of James J. Judge. Executive Vice President and ChiefFinancial Officer of NU required by Rule I3a - 14
(a)/ 15d - 14(a) of the Securities Exchange Act or 1934, as amended, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of2002, dated February 25, 2015

Certification of James J. Judge, Executive Vice President and Chief financial Officer of PSNH required by Rule I3a 14(a)/15d - 14(a) of the Securities Exchange Act of 1934, as amended, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of2002, dated February 25. 2015

Western Massachusetts Electric Company
31

Ce1tifieation of Thomas J. May, Chairman of WMECO required by Rule 13a - 14(a)/l 5d - 14(a) of the Securities Exchange Act
of 1934, as amended. as adopted pursuant to Section 302 of the Sarbanes·Oxley Act of2002, dated February 25. 2015
31.1

Certification of James J. Judge, Executive Vice President and Chieffinanc1al Officer ofWMECO required by Rule 13a
- 14(a)/15d - 14(a) of the Securities Exchange Act of 1934. as amended. as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of2002, dated February 25, 2015
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•32

18 U.S.C- S.:ction 1350 Cenificauons
Northeast Uti lities

(A)

32

( B)

Certification ol'Thomas J. May, Chaimmn, President and Chief Executive Officer of Northeast Uti lities aod James J. Judge.
Executive Vice President and Chieffinanclal Officer ofNortheast Utilities, pursuant to 18 U.S.C. Section 1350 as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of2002. dated Febntary 25. 2015

The Connecticut Light and Power Company

32

(C)

NSTAR Electric Company
32

(Dl

Certification of Thorn as J. May, Chairman of NSTAR Electric Company and James J. Judge, Executive Viet: President and Chief
Financial Onicer ofNSTAR Electric Company. pursuant to 18 lJ.S.C. Section 1350 as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of2002, duted February 25, 2015

Public Service Company of New Hampshire
32

( [.)

Cenification of Thomas J. May. Chaim1an of The Connecticut Light and Power Company and James J. Judge, Execuuve Vice
President and Chief Financial Officer of The Connecticut Light and Power Company, pursuant to 18 U.S.C. Section 1350 ns
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. dated February 25. 2015

Cenification of Thomas J. May. Chainnao of Public Service Com pan)· of New Hampshire und James J. Judge. Executive Vice
President and Chief Financial Officer of Public Service Company of New Hampshire. pursuant to 18 U.S.C. Section 1350 as
adopted pursuant to Section 906 of the Sarbanes-0,.,ley Act of2002. dated February 25. 2015

Western Massachusetts Electri c Company
32

• tOUNS

Certificmion of Thomas J. May, Chairman of Western Massachusetts Electric Compuay and .James J. Judge. Executive Vice
President and Chief Financial Officer of Western Massachusetts Electric Company, pursuant lo IR U.S.C Section 1350 ns
adopted pursuant to Section 906 of the Sarbanes-Oxlcy Act of2002. dated February 25. 20 15

XBRL Jnstancc Document
XBRL Taxonomy Extension Schema
XBRL Taxonom)' Extension Calculation
XBRL Taxonomy Extension Definition

'"IOI.LAB

XBRL Taxonomy Extension Labels

* IOI.PRE

XBRL Taxonomy Extensio n Presentation
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IN SUPPORT OF THE
APPLICATION OF NORTHERN PASS TRANSMISSION LLC
AND PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE
D/B/A EVERSOURCE ENERGY
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Qualifications and Purpose of Testimony

2

Q.

Please state your name and business address.

3

A.

My name is Michael J. Auseré. My business address is 107 Selden Street, Berlin,

4

CT 06037.

5

Q.

By whom are you employed and in what capacity?

6

A.

I am the Vice President of Energy Planning & Economics. I am employed by

7

Eversource Energy Service Company (“Eversource Service Company”).1 Eversource Service

8

Company is a wholly-owned subsidiary of Eversource Energy (“Eversource”),2 a public utility

9

holding company system. Eversource Service Company provides centralized services such as

10

accounting, finance, treasury, legal, purchasing and administrative functions to Eversource’s

11

subsidiaries including Northern Pass Transmission LLC (“NPT”). NPT is wholly-owned by

12

Eversource Transmission Ventures, itself a wholly-owned subsidiary of Eversource, which is

13

publicly held public utility holding company and is a single purpose entity formed for the sole

14

purpose of constructing and operating the Northern Pass Transmission Project (“Northern Pass”

15

or the “Project”).

16

Q.

What are your areas of responsibility in this position?

17

A.

My responsibilities include business development, market analysis and project

18

analysis for Eversource and its subsidiaries. I report to the Executive Vice President of

19

Enterprise Energy Strategy & Business Development.

20

Q.

Please describe your employment experience and educational background.

21

A.

Prior to my current position, I was the Vice President of Financial Planning &

22

Analysis at Eversource. I was responsible for corporate financial forecasting, planning and

23

analysis and transaction support for Eversource and its subsidiaries.

24

I came to Eversource in 2009 from Energy Future Holdings (“EFH”) in Dallas,

25

Texas where I served as Vice President of Planning and Analysis for its electric generation and

26

wholesale marketing and trading businesses. Prior to that position, I was Vice President and

1

On February 2, 2015, Northeast Utilities Service Company commenced doing business as Eversource Energy
Service Company. Effective July 1, 2015, Northeast Utilities Service Company changed its name to Eversource
Energy Service Company.
2
On February 2, 2015, Northeast Utilities and each of its wholly owned utility subsidiaries commenced doing
business as Eversource Energy. Effective April 30, 2015, Northeast Utilities changed its name to Eversource
Energy.
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1

Controller for EFH’s retail and wholesale marketing and trading businesses. Before joining EFH

2

in 2000, I spent eight years with PricewaterhouseCoopers in work that was heavily focused on

3

the energy sector. My assignments included lead manager of the worldwide audit of

4

ExxonMobil.

5

I graduated from the University of Texas at Austin with a Bachelor of Business

6

Administration in Accounting and a Master in Professional Accounting. See my biography at

7

Attachment A.

8

Q.

What is the purpose of your testimony?

9

A.

My testimony will demonstrate that NPT has the financial capability to construct

10

and operate the Project. Attachments B and B-1 are statements of assets and liabilities for

11

Eversource and Public Service Company of New Hampshire d/b/a Eversource (“PSNH”) as

12

required by Site 301.03 (b) (7) and (h) (6). I also describe the decommissioning plan for the

13

Project.

14

Q.

What is the basis for your position?

15

A.

NPT’s financial capability to construct, operate and decommission the NPT Line

16

in continuing compliance with the terms and conditions of a certificate issued by the Site

17

Evaluation Committee is based on (1) the financial strength of NPT’s parent, Eversource, and

18

Eversource’s experience financing, constructing, and operating transmission facilities in New

19

England; (2) the contract NPT executed with Hydro Renewable Energy Inc. (“HRE”), i.e., the

20

Transmission Service Agreement (“TSA”) approved by the Federal Energy Regulatory

21

Commission (“FERC”); and, (3) the financial strength of HRE’s parent, Hydro-Québec (“HQ”).

22

Q.

Please describe NPT.

23

A.

As shown in Attachment C, the Eversource organization chart, NPT is a direct,

24

wholly owned subsidiary of Eversource Energy Transmission Ventures, Inc. (“EETV”), which is

25

in turn a direct, wholly-owned subsidiary of Eversource. EETV was formed as a holding

26

company to own transmission related businesses that are not owned by Eversource’s state

27

regulated utility subsidiaries. NPT was formed as a single purpose entity to construct, own and

28

operate the NPT Line. NPT’s principal place of business is New Hampshire. The financial

29

strength of Eversource, which operates New England’s largest energy delivery system, assures

30

that adequate funds will be available to NPT for construction of the NPT Line.
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1

Q.

Please describe HRE.

2

A.

HRE is a single-purpose entity that is an indirect, wholly-owned subsidiary of

3

HQ. HRE and NPT are counter-parties to the TSA, which is described below.

4

Q.

Please describe the TSA.

5

A.

The TSA is a bilateral, cost-based, FERC approved, transmission service

6

agreement pursuant to which NPT will provide firm transmission service to HRE over the NPT

7

Line in exchange for payment of NPT’s costs for developing, constructing, operating and

8

maintaining the Project. HQ (or a subsidiary of HQ) will have the opportunity to recover its

9

transmission payments through sales of electricity into the New England market. The essential

10

elements of the arrangement between NPT and HRE contemplate that: (1) NPT will construct,

11

finance, and own Northern Pass; (2) NPT will provide firm transmission service to HRE over

12

Northern Pass,, which will permit HQ (or a subsidiary of HQ) to sell power into New England;

13

and (3) HRE will pay NPT for firm transmission service pursuant to a FERC-approved, cost-

14

based formula rate that will enable NPT to recover the costs of development and construction

15

plus a return on investment over a period of 40 years. Attachment D provides an illustration of

16

the participants and the cash flow of the TSA.

17

The TSA was approved by FERC on February 11, 2011, in Docket No. ER11-

18

2377. Amendments to the TSA were accepted by FERC on January 13, 2014, in Docket No.

19

ER14-597. FERC had previously determined, in Docket No. EL09-20, that the structure of the

20

transaction as a participant-funded, cost-based transmission project is consistent with long-

21

standing open access policies. The cash flows under the TSA will provide NPT the financial

22

capability to operate the Project over its useful life, the ability to collect all of its costs in a timely

23

manner from a reliable counter-party, and the ability to decommission the Project when it is

24

retired from service.3

3

Eversource and H.Q. Energy Services (U.S.) Inc. intend to respond to a Clean Energy Request for Proposals (RFP)
sponsored by the states of Massachusetts, Connecticut, and Rhode Island, which is expected to be released in 2015.
If the project is selected, some costs may be passed through to customers in the three states. Eversource anticipates
that the TSA would be amended as necessary to reflect a successful bid.
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Eversource

2

Q.

Please provide an overview of Eversource.

3

A.

Eversource is a public utility holding company subject to regulation by Federal

4

Energy Regulatory Commission (“FERC”) under the Public Utility Holding Company Act of

5

2005. Eversource engages in the energy delivery business through the following regulated

6

wholly-owned utility subsidiaries:4 The Connecticut Light and Power Company (“CL&P”);

7

NSTAR Electric Company (“NSTAR Electric”); PSNH, Western Massachusetts Electric

8

Company (“WMECO”); NSTAR Gas Company (“NSTAR Gas”); and Yankee Gas Services

9

Company (“Yankee Gas”). Eversource’s regulated subsidiaries have combined electric and

10

natural gas customers of over 3.6 million5 in Massachusetts, Connecticut and New Hampshire.

11

While Eversource’s regulated subsidiaries own both transmission and distribution assets,

12

Eversource manages the transmission and distribution segments as separate businesses.

13

Attachment E is a map of the Eversource service territories.

14

Eversource’s electric distribution segment consists of the distribution businesses of

15

CL&P, NSTAR Electric, PSNH and WMECO, which are engaged in the distribution of

16

electricity to retail customers in Connecticut, eastern Massachusetts, New Hampshire and

17

western Massachusetts, respectively, plus the regulated electric generation businesses of PSNH

18

and WMECO. Eversource’s natural gas distribution segment consists of the distribution

19

businesses of NSTAR Gas and Yankee Gas, which are engaged in the distribution of natural gas

20

to retail customers in eastern Massachusetts and Connecticut, respectively. CL&P, NSTAR

21

Electric, PSNH and WMECO each owns and maintains transmission facilities that are part of an

22

interstate power transmission grid over which electricity is transmitted throughout New England.

23

These transmission facilities comprise Eversource’s electric transmission business.

24

Eversource is ranked number 359 on the 2014 Fortune 500 list of largest U.S. companies

25

with an equity market capitalization of approximately $16 billion.6 Eversource’s equity trades

26

on the New York Stock Exchange. Eversource has over $7.5 billion of outstanding publicly

27

traded long-term debt. Eversource, with an A (stable) corporate credit rating from S&P, has the

4

On February 2, 2015, Eversource’s wholly-owned utility subsidiaries commenced doing business as Eversource
Energy.
5
Eversource 2014 Form 10-K, Selected Consolidated Sales Statistics, page 27.
6
At September 30, 2015, Eversource’s closing price was $50.62 with 317 million shares outstanding.
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1

strongest S&P credit rating among the 53 shareholder-owned electric utility companies in the

2

United States. Over the last three years Eversource had internally generated approximately $4.5

3

billion in cash flows from operations.7 As indicated in the Eversource Consolidated Financial

4

Data included in Attachment F, Eversource is a large, stable and profitable enterprise.

5

Q.

Please describe Eversource’s experience in financing energy infrastructure.

6

A.

Eversource has a proven track record of financing large energy projects. As of

7

June 30, 2015, the net book value of the property, plant and equipment associated with all of

8

Eversource’s business segments was $19.1 billion.8 During the three years ended December 31,

9

2014, Eversource invested over $4.5 billion9 in new energy infrastructure. With respect to

10

Eversource’s transmission segment, the total assets were over $7.6 billion10 as of December 31,

11

2014. Over the three years ended December 31, 2014, Eversource invested over $2.0 billion11 in

12

transmission related assets. As indicated in Attachment G, Eversource financed its investments

13

in new energy infrastructure with a combination of internally generated cash flows and debt.

14
15

Q.

Please describe Eversource’s future plans to develop new energy

infrastructure.

16

A.

For the four years ending December 31, 2018, Eversource plans to invest $8.4

17

billion12 in new energy infrastructure. As indicated in Attachment H, Eversource plans to invest

18

$3.9 billion in electric transmission infrastructure, including the Project. Eversource plans to

19

finance these new investments with internally generated cash and new debt issuances. It does

20

not anticipate issuing new common stock.

21

Q.

What are Eversource’s corporate credit ratings?

22

A.

Eversource is rated by the three major credit rating agencies. As indicated in

23

Attachment I, Eversource has an investment grade rating and a stable long-term outlook from

24

each of the agencies. On April 23, 2015, S&P raised the corporate credit ratings of Northeast

25

Utilities (now Eversource) from an A- (positive outlook) to an A (stable outlook) making

26

Eversource the highest S&P-rated company among the 53 shareholder-owned electric utility

7

Eversource 2014 Form 10-K, page 67 – sum of 2012-2014 Net Cash Flows Provided by Operating Activities.
Eversource June 30, 2015, Form 10-Q, page 1.
9
Eversource 2014 Form 10K, page 67 – sum of 2012-2014 Investments in Property, Plant and Equipment.
10
Ibid, page 136.
11
Ibid, page 34 – sum of 2012-2014 transmission capital expenditures.
12
Ibid, page 36.
8
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companies in the United States.
Q.

Do these credit ratings contemplate Eversource’s plans to invest $8.4 billion

in new energy infrastructure over the next four years?
A.

Yes. In their evaluation of Eversource’s balance sheet strength, the rating

5

agencies consider Eversource’s forecast of expected capital expenditures, including its planned

6

investment in the Project.

7

Development of Northern Pass

8

Q.

How much has Eversource invested in the Project to date?

9

A.

Eversource has provided all of NPT’s equity and debt financing to date. As of

10

June 30, 2015, NPT has financed its investment in Northern Pass with $90.5 million of

11

Eversource capital. Of this amount, $52.9 million was financed through intercompany loans

12

from Eversource and $37.6 million was financed by equity contributions from Eversource.

13

Including NPT’s Retained Earnings of $13.1 million as of June 30, 2015, the $90.5 million of

14

debt and equity funding from Eversource has allowed NPT to maintain a capital structure of

15

approximately 50 percent equity and 50 percent debt, which is consistent with the TSA that

16

requires NPT to use commercially reasonable efforts to maintain a capital structure equal to 50

17

percent equity and 50 percent debt from and after the development phase of the Project.

18

Additionally, Eversource, through its indirect wholly-owned New Hampshire real estate

19

subsidiary Renewable Properties, Inc. (“RPI”), has invested $49.7 million in the acquisition of

20

certain properties where the Project will be constructed.

21

In the aggregate, Eversource has invested $140.2 million in the Project through June 30,

22

2015, an indication of Eversource’s commitment and ability to finance the project. NPT has

23

capitalized costs that relate to planning, developing, permitting and siting the project into a

24

FERC construction work in progress account. Costs incurred to date are for the legal,

25

environmental, engineering and communications efforts for the Department of Energy

26

Presidential Permit, the New Hampshire Site Evaluation Committee Permit, the US Forest

27

Service Permit, the ISO New England Inc. Elective Transmission Upgrade Approval, the Army

28

Corp of Engineers Permit and FERC-related requirements.
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Construction of Northern Pass

2

Q.

What is the total expected cost of Northern Pass?

3

A.

The total expected cost of the Project is approximately $1.6 billion. Except for

4

the properties acquired by RPI, all of the costs associated with the development and construction

5

of the Project will be incurred by NPT.

6

Q.

How will NPT finance the construction of Northern Pass?

7

A.

As discussed above, the TSA requires NPT to use commercially reasonable

8

efforts to closely maintain a capital structure of 50 percent equity and 50 percent debt.

9

Consequently, NPT expects to fund half of the development and construction cost with equity

10
11
12
13

from Eversource and half with debt.
Q.

Please describe the expected source of NPT’s debt during construction of the

NPT Line.
A.

As noted above, Eversource has provided all of NPT’s debt via intercompany

14

financings. At this early stage of the project, inter-company loans from Eversource is an

15

efficient approach for NPT to incur debt. NPT is evaluating alternative approaches to borrowing

16

and may continue to fund construction through inter-company loans or borrow directly from

17

third parties. For example, the TSA recognizes the possibility that HQ could enter into a

18

construction loan agreement with NPT.

19
20
21

Q.

Will Eversource be able to fund half of the construction of the Project with

equity contributions?
A.

Yes. As I previously discussed, Eversource and its subsidiaries invested over

22

$4.5 billion in new energy infrastructure during the three years ended December 31, 2014. Of

23

this amount, $2.0 billion pertained specifically to electric transmission assets similar to the

24

Project. Eversource funded these investments with its strong cash flows combined with the

25

issuance of long- and short- term debt.

26

A large portion of the cash flows generated by the operating companies are earnings.

27

Quarterly, each of the operating companies dividend a portion of their earnings to Eversource,

28

the parent company. Eversource uses the cash dividends received from its subsidiaries to pay its

29

expenses, dividends to its shareholders and make new equity contributions into its subsidiaries.
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1

I believe that Eversource will continue to have strong cash flows and ready access to the capital

2

markets into the foreseeable future.

3

Q.

What insurance will NPT carry?

4

A.

The TSA requires NPT and its construction contractors to carry adequate

5

insurance to provide coverage against liability or damage resulting from the construction or

6

operation of the Project. Types of insurance and coverage amounts will be comparable to other

7

projects of similar size and character currently operated by Eversource companies and consistent

8

with “good utility practices.” All premiums and other costs of property, liability or other

9

insurance obtained by NPT will be recoverable under the formula rate in the TSA.

10

Operation of Northern Pass

11

Q.

Please describe NPT’s source of capital once the Project is in-service.

12

A.

Once Northern Pass commences operation, NPT will begin receiving monthly

13

revenue from HRE under the formula rate in the TSA. These revenues will provide ample cash

14

flows to satisfy its obligations to debt and equity investors and meet its working capital needs.

15

During commercial operation of the Project, NPT is obligated by the TSA to use commercially

16

reasonable efforts to maintain the same 50 percent equity and 50 percent debt capital structure

17

that it closely maintained during development and construction. This capital structure and strong

18

cash flows provided under the TSA should enable NPT to obtain an investment grade credit

19

rating that will allow it to access the public bond markets. Additionally, as an Eversource

20

company, NPT will continue to have access to Eversource’s short term borrowing facilities.

21

Q.

How are NPT’s revenues determined under the TSA?

22

A.

Under the TSA, NPT will use a FERC-approved formula rate to calculate HRE’s

23

payment obligations for transmission service over Northern Pass. The formula rate recovers a

24

return on investment plus associated income taxes, depreciation expense, operation and

25

maintenance expenses, administrative and general expenses, municipal tax expense and other

26

expenses associated with the Project. The formula rate calculates costs on a prospective basis

27

and then trues up such projected costs to actual costs in order for NPT to recover the annual

28

revenue requirements associated with the Project.
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Decommissioning of Northern Pass

2

Q.

Please describe the plan to decommission Northern Pass.

3

A.

Section 9.3 of the TSA addresses decommissioning of the Project, which includes

4

“the work required to (a) retire the NPT Line and dismantle the materials, equipment and

5

structures comprising the NPT Line and (b) restore and rehabilitate any land affected by the

6

construction or dismantlement of the NPT Line, in each case, as required by Applicable Law.”

7

NPT will begin to collect the costs of decommissioning over the last sixty months of commercial

8

operation. Six months before the decommissioning payment period begins, NPT will provide a

9

plan to the management committee set up under the TSA, which will include an estimate of

10

decommissioning costs and a description of the scope and frequency of progress reports for

11

monitoring decommissioning. HRE is obligated to pay for decommissioning costs as part of the

12

FERC-approved formula rate.

13

Hydro-Québec

14

Q.

Please describe the financial strength of HQ.

15

A.

HQ is Canada’s largest electric utility and is one of the largest power generators

16

and transmission companies in North America. HQ is a crown corporation incorporated under

17

the Hydro-Québec Act and is owned by the province of Québec. HQ has been selling power to

18

the New England energy market for the past several decades. HQ operates in a resilient

19

economy with adequate cash and investment balances, and exceptional access to capital. See

20

Attachment J for HQ’s credit ratings.

21
22

Q.

What assurances does NPT have that HRE will be able to meet its financial

obligations under the TSA?

23

A.

The TSA requires HRE’s parent, HQ, to provide NPT a guaranty of HRE’s

24

current and future payment obligations. Once construction begins, the guaranty is required to

25

cover the amount of NPT’s incurred project costs plus earnings and projected decommissioning

26

costs.

Northern Pass Transmission Project
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Conclusion
Q.

In your opinion, will NPT have the requisite financial capability to construct

and operate the Project?
A.

Yes, NPT currently has and will continue to have the financial capability to

5

construct and operate the Project. NPT also has the financial capability to decommission the

6

Project, if necessary.

Attachment A
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and wholesale marketing and trading businesses. Formerly known as TXU Corporation, EFH is the
largest power generator in Texas.
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Attachment B
Eversource Energy Statement of Assets and Liabilities
NORTHEAST UTILITIES AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

As of December 31,
(Thousands of Dollars)

2014

2013

ASSETS
Current Assets:
Cash and Cash Equivalents
Receivables, Net
Unbilled Revenues
Taxes Receivable
Fuel, Materials and Supplies
Regulatory Assets
Prepayments and Other Current Assets
Total Current Assets

$

Property, Plant and Equipment, Net
Deferred Debits and Other Assets:
Regulatory Assets
Goodwill
Marketable Securities
Other Long-Term Assets
Total Deferred Debits and Other Assets
Total Assets

38,703
856,346
211,758
337,307
349,664
672,493
226,194
2,692,465

$

43,364
765,391
224,982
16,629
303,233
535,791
197,659
2,087,049

18,647,041

17,576,186

4,054,086
3,519,401
515,025
349,957
8,438,469

3,758,694
3,519,401
488,515
365,692
8,132,302

$

29,777,975

$

27,795,537

$

956,825
245,583
868,231
235,022
828,720
3,134,381

$

1,093,000
533,346
742,251
204,278
702,776
3,275,651

LIABILITIES AND CAPITALIZATION
Current Liabilities:
Notes Payable
Long-Term Debt - Current Portion
Accounts Payable
Regulatory Liabilities
Other Current Liabilities
Total Current Liabilities
Deferred Credits and Other Liabilities:
Accumulated Deferred Income Taxes
Regulatory Liabilities
Derivative Liabilities
Accrued Pension, SERP and PBOP
Other Long-Term Liabilities
Total Deferred Credits and Other Liabilities

4,467,473
515,144
409,632
1,638,558
874,387
7,905,194

4,029,026
502,984
624,050
896,844
923,053
6,975,957

Capitalization:
Long-Term Debt

8,606,017

7,776,833

155,568

155,568

1,666,796
6,235,834
2,448,661
(74,009)
(300,467)
9,976,815
18,738,400

1,665,351
6,192,765
2,125,980
(46,031)
(326,537)
9,611,528
17,543,929

Noncontrolling Interest - Preferred Stock of Subsidiaries
Equity:
Common Shareholders' Equity:
Common Shares
Capital Surplus, Paid In
Retained Earnings
Accumulated Other Comprehensive Loss
Treasury Stock
Common Shareholders' Equity
Total Capitalization
Commitments and Contingencies (Note 11)
Total Liabilities and Capitalization

The accompanying notes are an integral part of these consolidated financial statements.

$

29,777,975

$

27,795,537

NORTHEAST UTILITIES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

(Thousands of Dollars, Except Share Information)
Operating Revenues

For the Years Ended December 31,
2013

2014
$

7,741,856

$

7,301,204

2012
$

6,273,787

Operating Expenses:
Purchased Power, Fuel and Transmission
Operations and Maintenance
Depreciation
Amortization of Regulatory Assets, Net
Amortization of Rate Reduction Bonds
Energy Efficiency Programs
Taxes Other Than Income Taxes
Total Operating Expenses
Operating Income

3,021,550
1,427,589
614,657
10,704
473,127
561,380
6,109,007
1,632,849

2,482,954
1,514,986
610,777
206,322
42,581
401,919
512,230
5,771,769
1,529,435

2,084,364
1,583,070
519,010
79,762
142,019
313,149
434,207
5,155,581
1,118,206

Interest Expense:
Interest on Long-Term Debt
Interest on Rate Reduction Bonds
Other Interest
Interest Expense
Other Income, Net
Income Before Income Tax Expense
Income Tax Expense
Net Income
Net Income Attributable to Noncontrolling Interests
Net Income Attributable to Controlling Interest

$

345,001
17,105
362,106
24,619
1,295,362
468,297
827,065
7,519
819,546

$

340,970
422
(2,693)
338,699
29,894
1,220,630
426,941
793,689
7,682
786,007

$

316,987
6,168
6,790
329,945
19,742
808,003
274,926
533,077
7,132
525,945

Basic Earnings Per Common Share

$

2.59

$

2.49

$

1.90

Diluted Earnings Per Common Share

$

2.58

$

2.49

$

1.89

Weighted Average Common Shares Outstanding:
Basic
Diluted

316,136,748
317,417,414

315,311,387
316,211,160

277,209,819
277,993,631

The accompanying notes are an integral part of these consolidated financial statements.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Net Income
Other Comprehensive Income/(Loss), Net of Tax:
Qualified Cash Flow Hedging Instruments
Changes in Unrealized Gains/(Losses) on Other Securities
Changes in Funded Status of Pension, SERP and PBOP Benefit Plans
Other Comprehensive Income/(Loss), Net of Tax
Comprehensive Income Attributable to Noncontrolling Interests
Comprehensive Income Attributable to Controlling Interest

$

827,065

$

2,037
315
(30,330)
(27,978)
(7,519)
791,568

The accompanying notes are an integral part of these consolidated financial statements.

$

793,689

$

2,049
(940)
25,714
26,823
(7,682)
812,830

$

533,077

$

1,971
217
(4,356)
(2,168)
(7,132)
523,777

NORTHEAST UTILITIES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMMON SHAREHOLDERS' EQUITY

(Thousands of Dollars, Except Share Information)
Balance as of January 1, 2012
Net Income
Shares Issued in Connection with NSTAR Merger
Other Equity Impacts of Merger with NSTAR
Dividends on Common Shares - $1.32 Per Share
Dividends on Preferred Stock
Issuance of Common Shares, $5 Par Value
Long-Term Incentive Plan Activity
Issuance of Treasury Shares to Fund ESOP
Other Changes in Shareholders' Equity
Net Income Attributable to Noncontrolling Interests
Other Comprehensive Loss
Balance as of December 31, 2012
Net Income
Dividends on Common Shares - $1.47 Per Share
Dividends on Preferred Stock
Issuance of Common Shares, $5 Par Value
Long-Term Incentive Plan Activity
Issuance of Treasury Shares
Other Changes in Shareholders' Equity
Other Comprehensive Income
Balance as of December 31, 2013
Net Income
Dividends on Common Shares - $1.57 Per Share
Dividends on Preferred Stock
Issuance of Common Shares, $5 Par Value
Long-Term Incentive Plan Activity
Issuance of Treasury Shares
Other Changes in Shareholders' Equity
Other Comprehensive Loss
Balance as of December 31, 2014

Common Shares
Shares
Amount
177,158,692
$ 980,264
136,048,595

408,018

680,243

2,040

438,329

Capital
Surplus,
Paid In
$ 1,797,884
4,358,027
2,938

Accumulated
Other
Retained
Comprehensive
Earnings
Income/(Loss)
$ 1,651,875
$ (70,686)
533,077

Treasury
Stock
$ (346,667)

421
(375,527)
(7,029)

11,287
(3,897)
8,454
8,574

8,043
(103)

314,053,634

1,662,547

6,183,267

560,848

2,804

8,274
(10,748)
17,381
(5,409)

659,077

315,273,559

1,665,351

6,192,765

288,941

1,445

5,164
(9,569)
37,817
9,657

1,420,837

316,983,337

$ 1,666,796

The accompanying notes are an integral part of these consolidated financial statements.

$ 6,235,834

1,802,714
793,689
(462,741)
(7,682)

(2,168)
(72,854)

(338,624)

12,087

2,125,980
827,065
(496,524)
(7,519)

26,823
(46,031)

(326,537)

26,070
(341)
$ 2,448,661

(27,978)
$ (74,009)

$ (300,467)

Total
Common
Shareholders'
Equity
$ 4,012,670
533,077
5,038,270
3,359
(375,527)
(7,029)
13,327
(3,897)
16,497
8,574
(103)
(2,168)
9,237,050
793,689
(462,741)
(7,682)
11,078
(10,748)
29,468
(5,409)
26,823
9,611,528
827,065
(496,524)
(7,519)
6,609
(9,569)
63,887
9,316
(27,978)
$ 9,976,815
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PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS

As of December 31,
(Thousands of Dollars)

2014

2013

ASSETS
Current Assets:
Cash
Receivables, Net
Accounts Receivable from Affiliated Companies
Unbilled Revenues
Fuel, Materials and Supplies
Regulatory Assets
Prepayments and Other Current Assets
Total Current Assets

$

Property, Plant and Equipment, Net
Deferred Debits and Other Assets:
Regulatory Assets
Other Long-Term Assets
Total Deferred Debits and Other Assets
Total Assets

489
80,151
3,194
40,181
148,139
111,705
42,392
426,251

$

130
76,331
90
38,344
128,736
92,194
24,100
359,925

2,635,844

2,467,556

293,115
39,228
332,343

219,346
39,891
259,237

$

3,394,438

$

3,086,718

$

90,500
93,349
33,734
16,044
36,164
38,969
308,760

$

86,500
50,000
82,920
22,040
20,643
28,596
51,729
342,428

LIABILITIES AND CAPITALIZATION
Current Liabilities:
Notes Payable to NU Parent
Long-Term Debt - Current Portion
Accounts Payable
Accounts Payable to Affiliated Companies
Regulatory Liabilities
Accumulated Deferred Income Taxes
Other Current Liabilities
Total Current Liabilities
Deferred Credits and Other Liabilities:
Accumulated Deferred Income Taxes
Regulatory Liabilities
Accrued Pension, SERP and PBOP
Other Long-Term Liabilities
Total Deferred Credits and Other Liabilities

587,292
51,372
93,243
50,155
782,062

500,166
51,723
15,272
46,247
613,408

Capitalization:
Long-Term Debt

1,076,286

999,006

Common Stockholder's Equity:
Common Stock
Capital Surplus, Paid In
Retained Earnings
Accumulated Other Comprehensive Loss
Common Stockholder's Equity
Total Capitalization

748,240
486,459
(7,369)
1,227,330
2,303,616

701,911
438,515
(8,550)
1,131,876
2,130,882

Commitments and Contingencies (Note 11)
Total Liabilities and Capitalization

The accompanying notes are an integral part of these consolidated financial statements.

$

3,394,438

$

3,086,718

PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF INCOME

(Thousands of Dollars)
Operating Revenues

2014
$

For the Years Ended December 31,
2013
959,500

$

935,402

$

2012
988,013

Operating Expenses:
Purchased Power, Fuel and Transmission
Operations and Maintenance
Depreciation
Amortization of Regulatory Liabilities, Net
Amortization of Rate Reduction Bonds
Energy Efficiency Programs
Taxes Other Than Income Taxes
Total Operating Expenses
Operating Income

313,732
261,848
98,436
(29,602)
14,286
71,417
730,117
229,383

269,754
267,797
91,581
(20,387)
19,748
14,494
67,196
710,183
225,219

319,253
263,234
87,602
(24,086)
56,645
14,245
66,025
782,918
205,095

Interest Expense:
Interest on Long-Term Debt
Interest on Rate Reduction Bonds
Other Interest
Interest Expense
Other Income, Net
Income Before Income Tax Expense
Income Tax Expense
Net Income

45,116
233
45,349
2,045
186,079
72,135
113,944

$

44,370
(154)
1,960
46,176
3,455
182,498
71,101
111,397

$

46,228
2,687
1,313
50,228
3,008
157,875
60,993
96,882

$

113,944

$

111,397

$

96,882

$

1,162
19
1,181
115,125

$

1,162
(54)
(3)
1,105
112,502

$

1,162
13
2
1,177
98,059

$

The accompanying notes are an integral part of these consolidated financial statements.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Net Income
Other Comprehensive Income, Net of Tax:
Qualified Cash Flow Hedging Instruments
Changes in Unrealized Gains/(Losses) on Other Securities
Changes in Funded Status of SERP Benefit Plan
Other Comprehensive Income, Net of Tax
Comprehensive Income

The accompanying notes are an integral part of these consolidated financial statements.

PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDER'S EQUITY

(Thousands of Dollars, Except Stock Information)
Balance as of January 1, 2012
Net Income
Dividends on Common Stock
Allocation of Benefits - ESOP
Other Comprehensive Income
Balance as of December 31, 2012
Net Income
Dividends on Common Stock
Allocation of Benefits - ESOP
Other Comprehensive Income
Balance as of December 31, 2013
Net Income
Dividends on Common Stock
Capital Contributions from NU Parent
Allocation of Benefits - ESOP
Other Comprehensive Income
Balance as of December 31, 2014

Common Stock
Stock
Amount
301
$-

Capital
Surplus,
Paid In
$ 700,285

767
301

-

701,052

859
301

-

701,911

45,000
1,329
301

The accompanying notes are an integral part of these consolidated financial statements.

$-

$ 748,240

Accumulated
Total
Other
Common
Retained
Comprehensive
Stockholder's
Earnings
Income/(Loss)
Equity
$ 388,910
$ (10,832)
$ 1,078,363
96,882
96,882
(90,674)
(90,674)
767
1,177
1,177
395,118
(9,655)
1,086,515
111,397
111,397
(68,000)
(68,000)
859
1,105
1,105
438,515
(8,550)
1,131,876
113,944
113,944
(66,000)
(66,000)
45,000
1,329
1,181
1,181
$ 486,459
$ (7,369)
$ 1,227,330

PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Thousands of Dollars)
Operating Activities:
Net Income
Adjustments to Reconcile Net Income to Net Cash Flows
Provided by Operating Activities:
Depreciation
Deferred Income Taxes
Pension, SERP and PBOP Expense
Pension and PBOP Contributions
Regulatory Underrecoveries, Net
Amortization of Regulatory Liabilities, Net
Amortization of Rate Reduction Bonds
Proceeds from DOE Damages Claim
Other
Changes in Current Assets and Liabilities:
Receivables and Unbilled Revenues, Net
Fuel, Materials and Supplies
Taxes Receivable/Accrued, Net
Accounts Payable
Other Current Assets and Liabilities, Net
Net Cash Flows Provided by Operating Activities

2014

$

Investing Activities:
Investments in Property, Plant and Equipment
Decrease in Notes Receivable from Affiliate
(Increase)/Decrease in Special Deposits
Other Investing Activities
Net Cash Flows Used in Investing Activities
Financing Activities:
Cash Dividends on Common Stock
Increase in Short-Term Debt
Issuance of Long-Term Debt
Retirements of Long-Term Debt
Retirements of Rate Reduction Bonds
Increase in Notes Payable to NU Parent
Capital Contributions from NU Parent
Other Financing Activities
Net Cash Flows Provided by/(Used in) Financing Activities
Net Increase/(Decrease) in Cash
Cash - Beginning of Year
Cash - End of Year
The accompanying notes are an integral part of these consolidated financial statements.

$

For the Years Ended December 31,
2013

113,944

$

111,397

$

2012

96,882

98,436
94,813
7,197
(2,482)
(11,875)
(29,602)
14,453
10,095

91,581
75,693
26,846
(112,964)
(8,481)
(20,387)
19,748
16,079

87,602
58,552
26,312
(96,880)
(183)
(24,086)
56,645
11,205

(15,576)
(19,403)
(23,857)
17,796
(5,972)
247,967

2,412
(33,391)
26,462
2,632
(9,520)
188,107

(84)
25,897
(9,752)
(15,248)
13,436
230,298

(256,159)
(1,013)
(139)
(257,311)

(186,009)
22,040
(88)
(164,057)

(203,902)
55,900
4,200
(135)
(143,937)

(66,000)
4,000
75,000
(50,000)
45,000
1,703
9,703
359
130
489

(68,000)
23,200
250,000
(198,235)
(29,294)
(4,084)
(26,413)
(2,363)
2,493
130

(90,674)
(56,074)
63,300
(476)
(83,924)
2,437
56
2,493

$

$

Attachment C
Eversource Energy Corporate Chart
Of Major Subsidiaries
Effective April 30, 2015

EVERSOURCE ENERGY

The Connecticut Light and

NSTAR Electric Company*
An Electric Utility

Power Company*
An Electric Utility

100%

Public Service Company of

Western Massachusetts

New Hampshire*
An Electric Utility

Electric Company*
An Electric Utility

100%

100%

100%

Yankee Energy System, Inc.
Gas Business Holding Company

Eversource Energy Transmission
Ventures, Inc.
Transmission Businesses Holding
Company – 100%

100%

Yankee Gas Services
Company*
Retail Distribution of
Natural Gas
100%

NSTAR Gas Company*
Retail Distribution of
Natural Gas

Eversource Energy Service
Company**
System Service Business

100%

Northern Pass Transmission,
LLC
Electric Transmission

100%

100%
Renewable Properties, Inc.

Real Estate
100%

*dba Eversource Energy
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The Transmission Service Agreement

Eversource Energy

Province of Quebéc

Eversource Energy Transmission
Ventures, Inc.

Hydro-Quebéc

Northern Pass
Transmission, LLC

Transmission
Service
Agreement

Hydro Renewable
Energy, Inc.

NPT constructs, finances and owns
transmission line

HRE compensates NPT for costs of
construction + ROI over 40 years
under FERC approved rate

NPT provides firm transmission
service to HRE under FERC approved
rate

HRE recovers its costs through
sales of electricity into New England
market

Attachment E
Eversource Service Territory Map

Attachment F

Eversource Energy Selected Consolidated Financial Data – Balance Sheet and Income
Statement
(Millions of Dollars)

Balance Sheet Data:
Property, Plant and Equipment, Net
Total Assets
Total Capitalization (a)
Income Statement Data:
Operating Revenues
Net Income
(a)

Includes portions due within one year

Source: 2014 Eversource Energy Form 10-K, page 26

2014

2013

2012

$18,647
29,778
18,984

$17,576
27,796
18,077

$16,605
28,303
17,356

7,742
827

7,301
794

6,274
533

Attachment G
Eversource Energy Selected Consolidated Cash Flow Data – Funds from Operations and
Debt Issuances
(Millions of Dollars)

Net Cash Flows Provided by Operating Activities
Issuance of Long-Term Debt
Increase / (Decrease) in Short-Term Debt
Total

Source: 2014 Eversource Energy Form 10-K, page 67

2014
$ 1,635
725
285
1,010

2013

2012

Total

$ 1,664 $ 1,161

$ 4,460

1,680
(397)
1,283

850
825
1,675

3,255
713
3,968

Attachment H

Eversource Energy Projected Transmission Capital Expenditures
(Millions of Dollars)

2015

2016

2017

2018

Total
Eversource Energy Transmission Companies, Excluding NPT
$706
$2,446
NPT13
34
309
Total Eversource Energy Transmission Segment
740
968

Source: 2014 Eversource Energy Form 10-K, page 36

13

Project estimate has, subsequent to 10-K issuance, increased to $1.6 billion in total

$ 659
620
1,221

$ 601
466
946

$ 480
1,429
3,875

Attachment I
Eversource Parent Credit Ratings and Outlook (as of September 30, 2015)
S&P

Moody’s

Fitch_________
rating

outlook

rating

outlook

A

stable

Baa1

stable

rating

outlook
Corporate Credit Rating

BBB+

stable

Attachment J
Hydro-Québec Credit Ratings and Outlook
S&P

Moody’s

Fitch_________
rating

outlook

rating

outlook

rating

Aa2

stable

AA-

Aa2

stable

AA-

outlook
Corporate Credit Rating
negative
Senior Unsecured Debt
negative

No Rating*

A+

n/a**

*Hydro-Québec’s parent, the Province of Québec, has an issuer rating of A+ (stable) from S&P.
**S&P has not assigned a ratings outlook to Hydro-Québec’s Senior Unsecured Debt.
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Qualifications and Purpose of Testimony

1
2

Q.

Please state your name, title, and business address.

3

A.

My name is Jerry Fortier. I am a Project Director at Eversource Energy

4

(“Eversource”), currently assigned to the Northern Pass Transmission Project (“Northern Pass”

5

or the “Project”) being developed by Northern Pass Transmission LLC, an Eversource company

6

(“NPT” or the “Company”). My business address is 56 Prospect Street, Hartford, Connecticut,

7

06103.

8

Q.

Briefly summarize your educational background and work experience.

9

A.

I hold an Associate’s degree in Electrical Engineering from the Wentworth

10

Institute of Technology in Boston, Massachusetts, a Bachelor’s of Arts degree in Organizational

11

Management from Ashford University in Clinton, Iowa and a Master’s Certification in Project

12

Management from George Washington University in Washington, D.C. I have directed and

13

managed numerous other transmission line and substation projects for Eversource.

14

I was previously the project manager of the Greater Springfield Reliability Project

15

(GSRP), the Interstate Reliability Project (Interstate), and the Central Connecticut Reliability

16

Project (CCRP), which are three of the four major projects that are part of the New England

17

East-West Solution. GSRP designed to address specific weaknesses in the transmission system

18

around the Springfield, Massachusetts area and provide businesses and residents in the Greater

19

Springfield area with improved access to competitively priced power. Interstate is designed to

20

address weaknesses in the east/west and west/east transmission of power across Connecticut,

21

Rhode Island, and Massachusetts. In 2013, the long-term reliability of the bulk power system in

22

the Greater Hartford and Central Connecticut area was studied by ISO-New England. This study,

23

called the Greater Hartford / Central Connecticut Study (GHCC), included a more

24

comprehensive geographic area than the original scope of the proposed Central Connecticut

25

Reliability Project to address flow-through and load-supply issues under certain dispatch

26

patterns, contingency conditions, and transfer conditions. Attachment A is my resume, which

27

includes a list of other projects I have managed.

28

Q.

Have you previously testified before the Site Evaluation Committee?

29

A.

No, I have not.

Northern Pass Transmission Project

Pre-filed Direct Testimony of Jerry Fortier
Joint Application of Northern Pass and PSNH
Page 2 of 16

1

Q.

What is your role in the Project?

2

A.

I am a Project Director, currently assigned responsibility for the overall design

3

and construction of NPT.

4

Q.

What is the purpose of your testimony?

5

A.

The purpose of my testimony is to provide an overview of the Project, summarize

6

the construction plans, including plans to give hiring priority to local New Hampshire workers,

7

explain post-construction operations and to describe the Applicants’ technical and managerial

8

capability to construct and operate the Project.
Key Project Elements

9
10

Q.

Please provide an overview of the proposed Project.

11

A.

NPT proposes to construct a high voltage direct current (“HVDC”) electric

12

transmission line with a 1,090 MW transfer capability running from the international border

13

between New Hampshire and Canada to Franklin, New Hampshire, where it will connect to a

14

new station that will convert the energy from HVDC to alternating current (“AC”). From this

15

station, a new 345 kV AC line will extend approximately 34 miles in order to interconnect with

16

the existing transmission system at the existing substation located in Deerfield, New Hampshire.

17

The Project will also require upgrades at the existing Deerfield substation and the Scobie Pond

18

substation located in Londonderry, each of which is owned and operated by Public Service

19

Company of New Hampshire d/b/a Eversource Energy (“PSNH”), a wholly-owned subsidiary of

20

Eversource.

21

The northern HVDC converter terminal will be constructed by Hydro Québec at its Des

22

Cantons Substation in the Province of Québec, Canada; it will be connected to an HVDC line

23

that will run southward in Québec for approximately 47 miles, where it will cross the U.S. and

24

Canadian border into Pittsburg, New Hampshire. The New Hampshire segment of the HVDC

25

line will continue southward for approximately 158.3 miles to the southern HVDC converter

26

terminal. As part of the Project, the line will consist of three underground cable segments

27

totaling approximately 60.5 miles.

28

NPT will lease approximately 99.5 miles of existing electric transmission right-of-way

29

(“ROW”) from PSNH in two segments. From Pittsburg, the line will extend southerly on land or

30

in ROW belonging to entities other than PSNH for approximately 40 miles (approximately 8

31

miles of this segment would be installed underground in public roads). After reaching Dummer,
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1

the Project will travel overhead in ROWs owned by PSNH between Dummer and Bethlehem

2

over a distance of approximately 40.5 miles (the “Northern Segment”). From Bethlehem, for a

3

distance of approximately 52 miles through the White Mountain region and down to

4

Bridgewater, Northern Pass will be located primarily underground in public roads. Thereafter,

5

the Project will continue overhead in PSNH’s ROWs from Bridgewater to a HVDC/AC

6

converter station to be constructed by NPT in Franklin, New Hampshire. Once converted,

7

Northern Pass will continue as a 345 kV AC line from Franklin along approximately 34 miles of

8

ROWs owned by PSNH to an existing PSNH substation in Deerfield, New Hampshire (together

9

with the Bridgewater to Franklin corridor, the “Southern Segment”). For additional information

10

regarding the land rights associated with the Project, please see section (b)(6) of the Application.

11

The Project map sheets can also be found in Appendix 1.

12

Once the Project is commissioned, and ready for commercial operation, ISO-NE will

13

assume operational control pursuant to the terms of a FERC-approved Transmission Operating

14

Agreement between NPT LLC and ISO-NE. The Project will enable the transmission of 1,090

15

MW of power between Québec and New England. Its objective is to provide clean, renewable,

16

competitively-priced electricity for consumers in New Hampshire and the rest of New England.

17

Q.

What are the key physical features of the Project?

18

A.

The key components of the Project, described below, are the HVDC line, the

19

converter terminal and the 345 kV AC line. Other components of the Project that are required to

20

support the interconnection to the regional transmission system are included in the Project

21

Description, which is located in section (h)(1) of the Application.

22

The heart of the Project is the construction of the +/- 320 kV DC transmission line from

23

the Québec border to Franklin NH. The HVDC line will be approximately 158.3 miles in length

24

with 97.8 miles of overhead construction and approximately 60.5 miles of underground

25

construction.

26

The overhead portions of the HVDC line will consist of a 32 mile section where new

27

rights have been secured to locate the line. Twenty-four miles of the 32 mile section are within a

28

working forest that is already frequently cleared. The remaining 65.8 miles of overhead will be

29

installed in existing PSNH ROW that already has existing transmission and distribution lines.

30

For the area where the HVDC line will be located within an existing ROW, where necessary,

Northern Pass Transmission Project

Pre-filed Direct Testimony of Jerry Fortier
Joint Application of Northern Pass and PSNH
Page 4 of 16

1

portions of the existing transmission and distribution lines will be relocated to allow room for the

2

HVDC line construction.

3

The underground cables will be installed in three sections with a total Project length of

4

60.5 miles. The three areas are 1) a 0.7 mile segment in the towns of Pittsburg and Clarksville in

5

the vicinity of the Route 3 bridge crossing of the Connecticut River, 2) a 7.5 mile segment in the

6

towns of Clarksville and Stewartstown and 3) a 52.3 mile segment starting in the Town of

7

Bethlehem at Route 302 and ending at the intersection of the transmission ROW and Route 3 in

8

Bridgewater. The 52.3 mile segment would be constructed within Routes 302, 18, 116, 112 and

9

3. At the six locations (one at each end of the cable segment) where the overhead line transitions

10

between the overhead line and cable, a transition station will be installed. The transition station

11

will resemble a small substation and will be approximately 75’ by 130’. Equipment in the

12

transition station will include a terminal structure, surge arresters, instrument transformers, cable

13

terminators communications equipment and a small control enclosure.

14

The converter station is located in Franklin, New Hampshire. The site was selected for

15

three reasons.

16

previously disturbed parcel that is large enough to accommodate the converter terminal. In

17

addition, the use of this site facilitates the potential use and incorporation of the 345 kV by

18

PSNH into a reliability project should ISO-NE determine that the AC line, together with other

19

system improvements, would provide transmission system reliability benefits in the future.

20

Finally, the site is located close to the existing ROW.

21

First, NPT was able to locate, and purchase from a willing landowner, a

The conversion of energy from HVDC to AC will be done at a Converter Terminal that

22

has as its core operation feature a Voltage Source Converter (“VSC”). The converter terminal

23

footprint is approximately 10 acres and will be located within a 118 acre parcel in Franklin, NH.

24

The main components of the VSC include:

25
26
27



A DC area where the line enters the terminal. Equipment in this area includes

disconnect switches, circuit breakers, capacitors, reactors and instrument transformers.


The conversion from HVDC to AC takes place in a valve hall. This is a building

28

that is approximately 235’ by 180’. The main electrical component that transforms the energy

29

between AC and DC is the insulated gate bi-polar transistor (IGBT). An IGBT is an electronic

30

device that essentially builds an AC voltage from the HVDC voltage. In addition to the IGBTs,
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1

HVDC reactors are located in the valve hall. A control room and unmanned office space will be

2

located adjacent to the valve hall.

3



The AC portion of the Converter Terminal includes the converter transformers,

4

reactors, filters, capacitors, instrument transformers, disconnect switches and circuit breakers.

5

The entire Converter Terminal will be located within a security fence.

6
7
8

Q.

Please describe the steps being taken to allow NPT to utilize the existing

PSNH transmission corridor.
A.

Concurrently with the filing of the Application, NPT will submit to the New

9

Hampshire Public Utilities Commission (“PUC”) a Petition to Commence Business as a Public

10

Utility in the State of New Hampshire. In addition, both PSNH and NPT will seek approval by

11

the PUC of a lease that will allow NPT to use existing PSNH ROW.

12
13
14

Q.

Please describe the ROW and any widening that will be required to construct

the Project.
A.

The transmission corridor in the new portion of the North Section where there is

15

no preexisting transmission ROW, will be 120 feet wide. The line was redesigned to reduce the

16

portion of the ROW that will be cleared. As described previously, much of this new corridor is a

17

working forest and subject to routine timber harvesting. The 120 foot width was selected

18

because it will accommodate not only the operation of the transmission line, but also

19

construction, maintenance and repair activities. It is designed to accommodate both steady state

20

and extreme weather conditions, based on both NESC design requirements and good utility

21

practice.

22

As previously described, for the Central and South Sections and a portion of the North

23

Section, Northern Pass intends to use existing transmission ROW under its lease with PSNH.

24

The width of the existing ROW varies from 150 feet to 392.5 feet.

25

Q.

Explain what upgrade work will be done at the Deerfield substation and why.

26

A.

As discussed above, certain upgrades to the AC system are required to support the

27

Project’s interconnection with the regional electric grid. Additional work is necessary at the

28

Deerfield substation in accordance with the requirements identified by the ISO-NE as part of its

29

I.3.9 process.

30
31

Initially, the ISO-NE I.3.9 studies analyzed the impact of a new 1,200 MW transmission
project and identified that the two 345 kV lines between Deerfield and Scobie Pond needed to be
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1

thermally uprated to ensure minimum clearance criteria are not violated. This involves

2

replacement of certain structures along the path to allow the line to transmit a greater level of

3

power.

4

Since the initial I.3.9 studies, the Project has altered its projected power flow from 1,200

5

MW to 1,090 MW. The Project is currently undergoing a new I.3.9 study, which is expected to

6

provide substantially similar results.

7

The Northern Pass 345 kV AC line will terminate at the existing Deerfield Substation

8

where the power will then flow to other New Hampshire substations and the New England

9

electrical system. At Deerfield Substation, portions of the substation will be reconfigured to

10

accommodate the Project. The work involves relocating certain 345 kV line terminals and

11

adding 345 kV line positions to the substation. In addition to the line terminal work, an existing

12

345 kV line, the 391 line, that presently goes by the substation will be looped into and out of the

13

Deerfield Substation (two line terminal positions will be added). The 345 kV line work and

14

terminal additions will be constructed within the existing substation fenced area.

15

In a separate new substation area adjacent to the existing substation, a static VAR (volt-

16

ampere reactive) compensator (SVC) and 345 kV capacitor banks will be installed. These

17

devices, which were identified by the ISO-NE during its initial I.3.9 study, provide system

18

voltage support during abnormal system events.

19
20

For the Deerfield upgrade, the equipment additions will include breakers, the SVC and
transformer, capacitor banks, switches and bus, instrument transformers and arresters.

21

Q.

Is work planned for any other substation locations?

22

A.

Yes, a 345 kV capacitor bank addition is planned for an expansion of the Scobie

23

Pond Substation along with the installation of 345 kV breakers in the existing substation bus.

24

Q.

Explain why some existing lines need to be rebuilt and relocated.

25

A.

Relocating some of the existing 115 kV transmission lines and 34.5 kV

26

distribution lines is necessary to make room for the Project facilities. This allows NPT to lower

27

structure heights to reduce potential visual impacts and to satisfy electrical code requirements.

28

NPT has sought to utilize existing transmission ROW to the maximum extent feasible in order to

29

minimize environmental and other impacts of the Project. NPT will bear the costs of all

30

relocations and rebuilding of the PSNH lines.
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1

In order to maximize the use of existing ROW and to reduce structure heights to reduce

2

visual impacts in the HVDC portion of the line, NPT will relocate approximately 39.5 miles of

3

existing 115 kV lines and 11.7 miles of 34.5 kV lines. For the 345 kV AC portion of the Project,

4

approximately 22.8 miles of existing 115 kV lines and 6.5 miles of 34.5 kV lines must be

5

relocated.

6

In addition, to address specific visual impact concerns expressed by officials and

7

residents in Concord, NPT agreed to modify its design to reduce structure heights for the 345 kV

8

AC line in some areas. Specifically, six additional miles of 115 kV line will be relocated to

9

allow use of H-frame structures. The H-frame has a standard design height of 80 feet, which is

10

the lowest height of the AC structure design alternatives.
Underground Construction

11
12
13

Q.

What technology is associated with constructing an underground

transmission line of this magnitude?

14

A.

Underground cables will be installed using a combination of construction

15

techniques that include direct burial of the cable in trenches, installation of the cable in conduit

16

or in a duct bank constructed in trenches or through the use of trenchless technology. The

17

trenchless technology will include jack and bore and directional boring. The depth of the direct

18

buried cable will be approximately four feet below grade; the depth of the conduit or duct bank

19

will vary based upon its configuration and will have at least 30 inches of cover over the duct

20

bank; the depth of the jack and bore will be approximately 25 to 30 feet below grade; and the

21

depth of the directional boring sections will be approximately 65 feet below grade at its

22

maximum depth. The exact depth of the trenchless conduit installation, duct bank or direct

23

buried cable may be adjusted based upon the final civil design. After the cable sections are

24

installed, multiple segments of the line will be joined together in splice pits at locations along the

25

route.

26
27
28
29

Project Construction
Q.

Describe the process for selecting contractors that will be involved in the

construction of the Project and what their respective roles will be.
A.

The construction of the Project will be managed and constructed by several

30

specialty contractors. The contractors that will be chosen will have years of experience in

31

managing and constructing high voltage transmission lines and substation facilities throughout
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1

the United States and here in New England. For the Project, NPT will choose contractors with

2

the experience and capabilities necessary for the size of this Project and the types of work that

3

they will perform. The major categories of work necessary to complete the Project include

4

engineering and design services, project management and control services, construction

5

management, converter terminal and underground cable supply, and transmission line and

6

substation construction services.

7

Each contractor chosen to work on this Project will be evaluated and selected based upon

8

experience and previous performance on projects of similar size and scope in their respective

9

fields and will include the review of each contractors safety and environmental record for

10

comparison with industry standards. The procurement process will be managed by NPT’s

11

procurement group and will include standard utility practices including shortlisting qualified

12

bidders, web-based bidding process, detailed bid evaluations based on technical and commercial

13

criteria and contract negotiation and award.

14
15
16

Q.

Describe the qualifications and role of the Owner’s Engineer that will be

involved in this Project.
A.

It is expected that NPT will hire an Owner’s Engineer or equivalent to assist it

17

with the management of the construction process. The preferred Owner’s Engineer will be a

18

full-service engineering, architecture, construction, environmental and consulting solutions firm

19

and will have a multi-disciplined staff of resources including engineers, architects, construction

20

professionals, planners, estimators, economists, technicians and scientists, representing virtually

21

all design disciplines. The Owner’s Engineer will also be NPT’s representative for engineering

22

and design services, project management and controls services, and construction management

23

and will be responsible for monitoring, coordinating and reporting to the Project. Reports will

24

include the quality and compliance of the work that the construction contractors and vendors

25

perform on this Project. The Owner’s Engineer will provide services including design,

26

permitting, construction management, schedule, cost, construction coordination, materials

27

management, safety oversight, environmental compliance oversight, communications, and

28

project closeout.
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Describe the qualifications and role of the overhead line Construction

Contractor that will be involved in this Project.
A.

The construction contractor chosen will demonstrate the ability to manage a

4

project of this size and will have had recent successful experience in the construction of high

5

voltage switching stations and substations, underground or overhead transmission lines and

6

HVDC converter terminals as appropriate. The contractor will have a demonstrated ability to

7

construct the work within the allotted time frames and have the ability to supply adequate labor.

8

The preferred contractor for this Project will have the resources available to deliver the technical

9

skill and physical capacity to respond safely, quickly and cost effectively and have an established

10

track record of success with the ability to draw on field employees that are members of the

11

International Brotherhood of Electrical Workers (“IBEW”) and work closely with the National

12

Electrical Contractors Association (“NECA”). This strong IBEW/NECA connection ensures

13

trained, highly productive and safety-oriented personnel.

14
15
16

Q.

Describe the qualifications and role of the Converter Terminal and

Underground Cable supply vendor that will be involved in this Project.
A.

The converter terminal, SVC and underground cable systems that are being

17

proposed for this Project are unique in design and can only be manufactured by specialty

18

companies. Worldwide, there are only a handful of vendors that can provide such equipment.

19

Northern Pass has issued a request for proposal (“RFP”) for the supply of the converter terminal,

20

SVC and cable system. This RFP is underway and thus a final supplier has not yet been selected.

21

Each of the companies participating in this RFP has vast experience in the manufacturing and

22

installation of converter terminal and cable systems worldwide and in North America. It is

23

expected that the vendor of choice will be selected in the near future and will immediately be

24

integrated in the existing design teams of the converter terminal and cable systems. This contract

25

will be for the supply and installation oversight of the converter, SVC and cable equipment.

26

Q.

Describe how the companies described above will work together.

27

A.

The construction of Northern Pass will be a collaborative effort of NPT, the

28

construction contractor and the Owner’s Engineer. Each brings its unique skill sets to the table

29

to create a strong and dynamic team. The converter terminal and underground cable supply

30

vendor will provide equipment and construction services specific to the converter and

31

underground cable.

Northern Pass Transmission Project

1

Pre-filed Direct Testimony of Jerry Fortier
Joint Application of Northern Pass and PSNH
Page 10 of 16

NPT, as owner, will be responsible for all major management decisions. The Owner’s

2

Engineer and the construction contractor senior project managers will report directly to the lead

3

Northern Pass Transmission Project Director. This reporting will include updates on cost,

4

schedule, risk, compliance, issues and other matters as it relates to the construction process.

5

Regular meetings (weekly and monthly) will be held to provide project updates.

6

Attachment B details the Construction Management Reporting Matrix and shows

7

conceptually how the companies will integrate the distinct design and construction efforts.

8

Both the Owner’s Engineer and the construction contractor will have direct lines of

9

communication at all significant levels of operation (safety, community relations, environmental

10

compliance, outage coordination, materials management, project controls and construction

11

coordination). This direct communication allows for fast information exchange and processing

12

and ensures that daily decisions are made in a timely manner. The Owner’s Engineer will

13

provide the coordination and reporting that ensures that the Project is meeting all standard and

14

compliance requirements.

15

Q.

Please provide a general description of a Project Labor Agreement (“PLA”).

16

A.

A PLA is a set of terms and provisions agreed to between a construction project

17

owner and a union regarding how work will be performed on a project. The owner includes PLA

18

specifications in its bid requirements when it solicits contractors for its project. A contractor

19

who accepts a contract award accepts the provisions of the PLA, and will apply the terms and

20

provisions of the agreement with union and nonunion personnel who are hired to work on the

21

contracted job.

22

Q.

Describe how Northern Pass Transmission expects to use a PLA?

23

A.

Northern Pass is firmly committed to hiring local, New Hampshire workers first,

24

and to developing strong working relationships with both large and small contractors who are

25

either union or non-union. In addition, Northern Pass will be seeking contractors who have a

26

track record of working safely and in an environmentally sensitive manner, and who are focused

27

on competitive pricing and on-time service.

28

The PLA used for the Project was uniquely structured to promote local jobs to New

29

Hampshire workers. That is the top priority. There are provisions to bring in non-union

30

companies both where there are specialized skills or equipment not provided by tradesmen, and
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1

where there are simply not enough skilled craftsmen available to staff a job. Non-union

2

companies can become signatories to the PLA.

3

The PLA specifically identifies non-union job opportunities that are not subject to the

4

agreement, including logging, landscaping, land clearing, maintenance and warranty work on

5

equipment, training, testing, and equipment installation.

6

Numerous “service vendors” providing such as trash haulers, security, fuel delivery, and

7

janitorial services, are also included in these non-union opportunities. Non-union job

8

opportunities also include a number of “non-manual job categories” needed for project support.

9

These include inspectors, timekeepers, clerical and administrative workers, guards, emergency

10

medical technicians, quality assurance/quality control staff, and engineering, real estate, survey,

11

technical, and supervisory personnel.

12

The major engineering, construction, and equipment suppliers will generally hire trade

13

personnel and/or subcontractors directly. The PLA requires that contractors hire NH labor

14

and/or NH subcontractors first to ensure that local suppliers and businesses will be utilized.

15

The contractors who will be bidding on the Project’s major contracts will need to propose

16

specific, aggressive, and innovative staffing/hiring plans as part of their efforts to provide a

17

winning bid.

18

As the Project construction start date draws closer, NPT will hold job fairs where Project

19

contractors will meet with those interested in working on the Project. In addition, the IBEW, one

20

of the major unions that will be working on the job, will be soliciting workers for its training and

21

apprentice programs to ensure an adequate supply of labor for the Project in key skills areas.

22
23
24

Q.

Please describe how NPT intends to address any violations of either state or

federal requirements that were pre-existing on the land prior to the start of construction.
A.

Any potential violations (e.g. environmental issues) will be identified and

25

reported to the appropriate reporting agency. Wherever possible, these issues will be resolved

26

prior to when construction activities commence. Additionally, notification protocols will be

27

created to assess any potential violations that could be identified once construction activities

28

commence.
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Project Operations

1
2

Q.

After the Project is constructed, how will the Project operate?

3

A.

Following completion of the Project construction phase, ISO-NE will assume

4

operational control over the transmission facility pursuant to the terms of a FERC-approved

5

Transmission Operating Agreement (“TOA”) between NPT and ISO-NE.

6

Section 6.1(a) of the Transmission Service Agreement (“TSA”) contemplates that the

7

management committee comprised of Hydro Renewable Energy and NPT personnel will review

8

the terms and conditions of the TOA to facilitate alignment of all interested parties. Under the

9

TOA, NPT expects that ISO-NE will assume operational authority over the Project and all

10

transactions over the line will be scheduled in accordance with the applicable New England

11

market rules. ISO-NE will also have final approval authority over planned line outages.

12

Therefore, Northern Pass effectively will operate in the same manner as all other facilities within

13

the integrated ISO-NE system.

14

Section 6.2 of the TSA requires NPT to maintain the Project in accordance with good

15

utility practice and in compliance with all applicable regulatory requirements, including

16

applicable North American Electric Reliability Corporation (“NERC”) and Northeast Power

17

Coordinating Counsel (“NPCC”) reliability standards, and to comply with all applicable

18

operating instructions and manufacturers' warranties.

19
20

Q.

Please describe the maintenance and inspection activities associated with

Project operations.

21

A.

For the Project route where there are already transmission lines, many of the

22

maintenance and inspection activities will be performed for the Project as the crews traverse the

23

ROW. In these locations, NPT will pay its allocated share of the costs associated with such

24

maintenance and inspection activities.

25

Where the Project is not located with existing transmission lines, maintenance and

26

inspection activities will be paid for by NPT, and performed consistent with the Eversource

27

Energy maintenance policies and procedures which are documented in the Eversource Energy

28

Transmission Maintenance Program Manual (“TMPM”). The TMPM is based upon the

29

following key attributes:

30



Best practices for preventive maintenance;
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Assuring compliance with regulatory and power coordination authority standards and
guidelines;

3



Establishing maintenance practices that are practical and cost effective;

4



Establishing maintenance practices that monitor equipment operating conditions and

5
6

provide trend data; and


Written descriptions of the maintenance program.

7

During operation, NPT and its contractors will follow all Eversource Energy company

8

policies and procedures, including a well-established set of transmission procedures mandated

9

for all Eversource Energy employees and contractors. Those policies and procedures include all

10

OSHA regulations, all State and federal regulations and other guidance documents. In

11

accordance with maintenance procedures, Eversource Energy inspects high voltage transmission

12

lines (including Northern Pass) on the following basis:

13



Aerial patrol of the line each year for inspection of structures and conductors;

14



Foot patrol of the line each year to visually inspect the facilities;

15



Thermographic inspection of the line two times per year;

16



Patrol of lines after every interruption if the specific cause cannot be identified;

17



Aerial patrol of lines each year for vegetation management inspection; and

18



Three year vegetation maintenance within cleared areas, ten year side trimming

19
20
21
22

and tree removal as required.
With regard to the stationary buildings, including maintenance for transition stations,
converter terminal, underground sections, and the substations, NPT will undertake the following:


Monitoring, testing and maintaining, civil, electrical, protection and

23

communication equipment including visual inspection, sampling, trending, testing, maintenance

24

and time based equipment replacement; and

25
26



Monitoring on-line key electrical devices to determine equipment status, load

levels, and temperature and to identify any abnormal conditions

27



28

In addition to the TMPM, the Protection System Maintenance Program (“PSMP”)

Spare parts will also always be kept on site.

29

provides the basis for performing maintenance on Protection System components across the

30

three-state Eversource Energy system. The PSMP provides the basis to verify regulatory
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1

compliance for protective systems. The requirements of the Federal Energy Regulatory

2

Commission (“FERC”), NERC, NPCC and ISO-NE form the basis for the PSMP.

3
4
5

Q.

Please describe the vegetation maintenance work that will be required once

the Project is in operation.
A.

PSNH will be responsible for vegetation maintenance work and a cost sharing

6

agreement will be developed in connection with this work. Maintenance activities in the ROW,

7

depending on the natural features and accessibility of the ROW, can be carried out on foot, or by

8

line truck, track mounted vehicle, all-terrain vehicle or snowmobile. Any of these activities can

9

have an impact on the environment if not performed in a sensitive manner. All vegetation

10

management and line maintenance activities associated with the Project’s new lines will be

11

performed in accordance with the New Hampshire Division of Forest and Lands Best

12

Management Practice for Utility Maintenance. The Best Management Practice publication

13

provides guidance for identifying appropriate means and methods for vegetation management

14

and maintenance in or within the vicinity of jurisdictional wetlands. The company will provide a

15

field manual summarizing the Best Management Practice to all contractors performing

16

maintenance work in the ROW.

17

Q.

Please describe the security measures associated with Project operations.

18

A.

NPT also will implement security measures consistent with industry practices and

19

Eversource Energy policies, including the use of security cameras at stations. With regard to the

20

stationary buildings, transition stations, converter terminal, underground sections, and the

21

substations, NPT will maintain the facilities in accordance with the TMPM, the PSMP and

22

manufacturer recommendations. Maintenance activities for those facilities will include:

23



Monitoring, testing and maintaining civil, electrical, protection and

24

communication equipment including visual inspection, sampling, trending, testing, maintenance

25

and time based equipment replacement;

26
27
28



Monitoring on-line key electrical devices to determine equipment status, load

levels, and temperature and to identify any abnormal conditions; and


Maintaining an adequate supply of spare parts on site.
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1

Q.

Please describe how NPT will manage Project operations.

2

A.

NPT will rely on Eversource Energy’s transmission maintenance and work

3

management department to support the operating and maintenance requirements of the new

4

facilities associated with the Project. NPT will pay for the cost of these services. To the extent

5

appropriate or required (including for emergency repair efforts resulting from storms or system

6

events), Eversource Energy supplements its transmission maintenance and work management

7

department with contractors having crews with the necessary skills and experience. The

8

collective staff available to NPT will ensure that all maintenance and operational activities are

9

performed in accordance the TMPM and PSMP.

10
11
12

Q.

Describe all measures that will be employed to ensure the Project operates

A.

During Project operations, NPT and its contractors will follow all Eversource

safely.

13

Energy policies and procedures, including a well-established set of transmission procedures

14

which contractors are required to follow. These policies and procedures necessarily include all

15

Occupational Safety and Health Administration (“OSHA”) regulations, all State and federal

16

regulations and other guidance documents. NPT will also adhere to the National Fire Protection

17

Association (“NFPA”) 850 Recommended Practices for Electric Generating Plants and High

18

Voltage Direct Current Converter Stations.

19

Q.

Describe what measures will be taken to ensure the security of the Project

20

once constructed.

21

A.

The Project will meet all requirements identified by the Federal Energy

22

Regulatory Commission in CIP-014-1, the security Reliability Standards for critical Bulk Power

23

System facilities. Features of the Eversource Energy security plan include the following:

24
25
26
27



Inspection of the converter station, transition stations and substations in

accordance with the Eversource maintenance procedures


Inspection of transmission lines (foot patrols and aerial inspections) in accordance

with Eversource maintenance procedures

28



Security gates at converter station, transition stations and substations

29



Transmission line ROW gates to restrict access to the ROW at certain locations.

30

Perimeter fencing at all station facilities
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1



Security cameras – to be used at converter and substations

2



Control House security system
Technical and Managerial Capability

3
4
5
6

Q.

Please summarize why the Applicants have the technical and managerial

capability to construct and operate the project.
A.

As discussed in the pre-filed testimony of James A. Muntz, Eversource has

7

extensive experience siting large transmission projects in New England. Eversource owns and

8

operates approximately 4,270 miles of transmission lines in the Northeast and serves

9

approximately 3.6 million electric and natural gas customers in the region. The Eversource

10

Transmission Business is a procedure-driven organization that has been structured for the

11

specific purpose of constructing, operating and maintaining transmission assets in the states of

12

CT, MA and NH. Eversource Transmission utilizes procedures for all key functions including

13

Project Management, Engineering, Maintenance and Operations, and Quality Control, to name a

14

few. Eversource has a significant ongoing transmission capital construction program in New

15

Hampshire, of which this project is only a small part. Over the past decade, Eversource has a

16

proven track record of constructing many complex transmission projects.

17

Eversource and its contractors have an extensive staff of in-house siting, engineering,

18

environmental, legal project management and construction professionals, skilled in the

19

development of large transmission projects. Eversource has numerous relationships with many

20

major engineering firms, environmental and other related consultants and contractors which we

21

will rely on to execute projects in a safe, efficient and cost effective manner.

22

Based on the information contained in the Application, coupled with the relevant pre-

23

filed testimony, the Applicants have the requisite technical and managerial capability to

24

construct and operate the Project.

25

Q.

Does this conclude your testimony?

26

A.

Yes, it does.

ATTACHMENT A

Jerry P. Fortier

860-608-8076 (Home); 860-867-6652 (Cell)

13 North Ledge Rock Road, Niantic, CT 06357

Summary
Transmission Director with over 32 years of experience leading, managing, and
developing strategy for the successful outcome of major transmission capital
projects governed within a regulated environment. Major strengths include
strategic planning, project man agement, communication, problem resolution,
team building, and people management. Foster collaborative relationships across
organizations to provide the highest level of improvements to the essential
transmission system within established budgets an d schedules.

Professional Experience
Northeast Utilities Service Company, Berlin, CT
2001-2014

Director - Transmission
Current Assignment
•

The Northern Pass Transmission Project ($1.48 ); siting/permitting,
construction planning and construction execution of the project which
includes

Achievements:
•

NEEWS Program which includes the close-out documentation of the
Greater Springfield Reliability Project ($718M); the construction planning
and construction execution of the Interstate Reliability Project ($21 8M);
and the strategic planning associated with the Greater Hartford Central
Connecticut Reliability Project ($350M).

•

GSRP includes 35 miles of new 345-kilovolt (kV) electric transm ission
line, 27 miles of upgraded 11 5-kV electric transmission lines, 3 major
345-kV Substation additions, 2 new 115-kV Switching Stations, and 8
minor Substation upgrades. The project was successfully placed in
service in November, 2013 more than $40M under budget and slightly
ahead of schedule.
Middletown-Norwalk new 345-kV electric transmission line. The project
included 45 miles of overhead and 24 miles of underground through

•
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eighteen municipalities, as well as 57 miles of reconstructed 115-kV line
to facilitate the installation of the 345-kV on existing rights of way. The
project was completed nearly a year ahead of schedule and significantly
under budget. With three other NU transmission projects, won the 2008
Platts Global Energy Award for “Energy Construction Project of the Year.”
Bethel-Norwalk 345-kV electric transmission line. This project provided an
additional 600 megawatts of electricity to be delivered to southwest
Connecticut and the region and was completed ahead of schedule and
under budget. In addition, the project was honored by the Edison Electric
Institute with it’s first-ever Edison Award Finalist Commendation in 2007
and by "Utility Automation & Engineering T& D Magazine" as its 2006
Project of the Year.
Glenbrook Substation STATCOM in Stamford, CT. The STATCOM is a
flexible AC transmission system which is used to control system voltage
transients. The project successfully constructed and commissioned the
first ever North American Alstom designed STATCOM. The project was
completed ahead of schedule.

Responsibilities:
 Single point of responsibility for assigned capital improvement budgets,
schedule and scope of work including regulatory compliance. Critical
decision maker for responsible functional areas assigned to the project.
 Facilitate weekly schedule planning and review meetings.
 Project reporting to inside and outside stakeholders.
 Program management oversight.
 Procurement and contract management oversight.
 Commission planning with independent system operators CONVEX and
ISO-NE on complex transmission equipment such as; flexible AC
transmission equipment, gas insulated substation, shunt reactor and
XLPE cable systems.

Northeast Nuclear Energy Company, Millstone Nuclear Power Plant,
Waterford, CT
1997-2001
Project Manager-Unit 2/3 Nuclear Power Station(s), Project Management Department
Achievements:
 Following a successful demonstration of a readiness for restart, worked
as part of the management team that received authorization from the
Nuclear Regulatory Commission (NRC) to restart the Unit Two Nuclear
Power Station.
 Completed the separation of all power and emergency equipment
between Unit 1 and 2; reconnection between Unit 2 and 3; coordinated
the commissioning activities between all three units. Received approval
from the NRC for a change in the Unit 2 and 3 design basis manuals.
The project was completed ahead of schedule and under budget.
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Set a breaker-to-breaker world record for completing a generator rewind
project in a refueling outage at the Unit 2 Nuclear Power Station.
Developed an innovative approach for constructing and commissioning
the Unit 2 feed-water system heater control system. This approach
eliminated the need for costly production facility outages.

Responsibilities:
 Single point of responsibility for assigned capital improvement budgets,
schedule and scope of work.
 Facilitated weekly schedule planning and review meetings.
 Project reporting to inside and outside stakeholders.
1996-1997
Outage Scheduling Manager-Unit 3 Nuclear Power Station, Outage Planning
Department
Achievements:
 Following a successful demonstration of a readiness for restart, worked
as part of the management team that received authorization from the
Nuclear Regulatory Commission to restart the Unit Three Nuclear Power
Station.
 Managed the development of a comprehensive schedule development
and reporting process that included participation by all departments.
 Managed the development of key performance indicators for use by the
senior management team.
Responsibilities:
 Managed the daily process used to develop daily and look ahead
schedules used to coordinate work and operations activities at the
production facility.
 Facilitated daily schedule reporting meetings.
 Developed the schedule reporting culture necessary for the effective
planning and operation of the production facility.
1994-1996
Work Week Manager, Work Planning Department
Achievements:
 Developed six week planning and scheduling process used to manage
work in all three nuclear power production facilities.
 Received the highest plant evaluation ranking of one from the Institute of
Nuclear Power Operations.
 Outstanding safety achievement record.
Responsibilities:
 Development planning and oversight of all planned work activities
throughout the three nuclear power production plants.
 Nuclear safety evaluation of scheduled work activities.
 Coordination with the “on-shift” Operations Shift Manager.
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1981-1994
Lead Test Coordinator, Generation Test Services
Achievements:
 Promoted to Lead Test Coordinator.
 Zero human error accomplishment.
 Outstanding safety achievement record.
Responsibilities:
 Oversight of preventive maintenance, troubleshooting and acceptance
testing of power equipment and system control circuits.
 Oversight of construction planning, implementation and commissioning.
 Oversight of the development of department process procedures.

Education
Wentworth Institute of Technology, Boston, Massachusetts
Electrical Engineering Major, AS
Ashford University, Clinton, Iowa
Organizational Management, BA
George Washington University, Washington, D.C.
Masters Certification in Project Management

Professional Training
2005 - Master's Certificate in Project Management - The George Washington School of
Business
2002 - Associate's Certificate in Project Management - ESI International
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LEGEND
Owner’s Engineer
Construction Contractor
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Direct Report
Communicates With

Orr&Reno
P1·ofessional Association
One Eagle Square, P.O. Box 3550, Concord, NH 03302-3550
Telephone 603-224-2381 • Facsimile 603-224-2318
www.orr-reno.com

Dudley W. Orr
(1907-2002)
Robert H. Reno
(1917-1998)
Charles H. Toll, Jr.
(1916-1989)
Malcolm McLane
(Of Counsel)

Ronald L. Snow
Charles F. Leahy
Mary Susan Leahy
William L. Chapman
George W. Roussos
Howard M. Moffett
James E. Morris
John A. Malmberg
Martha Van Oot
Douglas L. Patch
Connie L. R."lkowsky
Jill K. Blackmer
James P. Bassett
Emily Gray Rice
Ann Meissner Flood
Charles A. Szypszak
Steven L. Winer
Peter F. Burger
Lisa Snow Wade
Megan R. MacMullin
Jennifer A. Eber
Marcia Hennelly Moran
Roy S. McCandless
Virginia Symmes Sheehan
Laura E. Tobin
Jonathan A. Chorlian
Pamela E. Phelan
Judith A. Fairclough
Connie Boyles Lane
Jeffrey C. Spear
James F. Laboe
Melissa C. Guldbrandsen

April 16, 2004

HAND DELIVERED
Debra Howland, Executive Director
Public Utilities Commission
8 Old Suncook Road
Concord, New Hampshire 03301

Re:

DE 03-186, Petitiou of Florida Power & Light Company for a Declaratory
Ruling that it will be Exempt from Regulation as a Public Utility under New
Hampshire Law or, in tile Alternative, that it will be subject to Limited
Regulation as a Foreign Electric Utility

Dear Ms. Howland:
Enclosed please find an original and eight copies, as well as a diskette, of the Settlement
Agreement in the above-captioned docket. We have obtained the signatures by fax of everyone
except the Office of Consumer Advocate and Donald Kries on behalf of the Staff. It is our
understanding that Mr. Kries intends to sign and will do so on April 19, but was unavailable to do
so this afternoon. It is our further understanding that OCA intends to sign the Agreement, but we
have not been able to obtain their signature this afternoon. We will bring the originals of the
signatures for FPL and FPLE Seabrook to the hearing. It is our understanding that the hearing on
the Settlement Agreement will be at lPM on April 19, 2004. In addition to submitting these hard
copies to the Commission and sending a copy to the service list we have provided copies
electronically to the email service list provided by the Commission.
Please let me know if you have any questions.

DLP/dlc
Enclosures
cc. Service List

345343_1

THE STATE OF NEW HAMPSHIRE
BEFORE THE
NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION
Docket No. DE 03-186
Florida Power & Light Company
SETTLEMENT AGREEMENT

This Settlement Agreement ("Agreement") dated as of this 16th day of April, 2004
is jointly sponsored and presented to the New Hampshire Public Utilities Commission
(the "Commission") by Florida Power & Light Company ("FPL"), FPL Energy Seabrook,
LLC ("FPLE Seabrook"), Public Service Company of New Hampshire ("PSNH"), the
Office of Consumer Advocate ("OCA"), the New Hampshire Electric Cooperative, Inc.
("NHEC"), and the Staff of the Commission ("Staff') (together, the "Settling Parties and
Staff').
This Settlement is offered with the intent of resolving all issues in the abovecaptioned proceeding as specifically set forth below.

I.

BACKGROUND

This proceeding concerns the proposed transaction in which FPL' s affiliate,
FPLE Seabrook, seeks to transfer its 88.23% ownership interest in the 345 kV Seabrook
Transmission Substation ("Seabrook Substation") to FPL and requests that the
Commission approve FPL's request to be a public utility in New Hampshire to own and
operate the Seabrook Substation through FPL's New England Division ("FPL-NED"). In
November 2002, FPLE Seabrook acquired an 88.23% undivided interest in the Seabrook
Substation when it acquired an equal 88.23% undivided interest in the Seabrook Nuclear
Power Station (Seabrook Nuclear Station).
This acquisition was approved by the Commission in Order No. 24,050, DE 02075, Final Order, Proceeding Regarding the Sale ofSeabrook Station Interests (Sept. 12,
2002). On July 7, 2003 FPLE Seabrook requested authorization from the Federal Energy
Regulatory Commission ("FERC") to transfer its 88.23% undivided interest in the
Seabrook Substation to its affiliate, FPL. FPL is a wholly-owned subsidiary of FPL

Group, Inc., which is also the indirect parent ofFPLE Seabrook. FPL is a public utility
that provides wholesale and retail electric service to customers in the state of Florida.
The Seabrook Substation is located inside the fence of Seabrook Nuclear Station in
Seabrook, New Hampshire. Pursuant to the terms and conditions of the Asset Transfer
and Assignment of Rights Agreement between FPLE Seabrook and FPL, FPLE Seabrook
will transfer to FPL its undivided interest in all of the equipment in the Seabrook
Substation beyond the disconnect links on the low side of the Generator Step-Up
transformer and the disconnect links on the high side of each reserve auxiliary
transformer for Seabrook Nuclear Station.
FPL filed with the Commission the Petition for Declaratory Ruling ("Petition")
that is the subject of this proceeding on September 23, 2003. The Petition asked the
Commission to determine whether FPL should be exempt from regulation as a public
utility in New Hampshire under RSA 362:4-c. In the alternative, ifthe Commission
determined that the exemption did not apply and that FPL would be subject to regulation
as a public utility, the Petition asked what specific form ofregulation should apply to
FPL. On December 31, 2003, the Commission issued Order No. 24,258, in which the
Commission denied FPL' s request for a declaratory order that it be exempt from
Commission jurisdiction pursuant to RSA 362:4-c. In its decision, the Commission
concluded that the Seabrook Substation "does more than merely interconnect Seabrook
Station with the regional transmission grid,'' but instead "is an integral part of the
regional transmission system that operates when Seabrook Station is not generating
electricity and would need to continue to operate if Seabrook Station were to close."
Order No. 24,258, pp. 14-15. The parties and Staff proceeded with the second phase of
this docket, a phase which the Commission described as including two questions:
whether FPL should receive authorization to become a public utility and if so, the extent
ofregulation to which FPL would be subject as a public utility. Order No. 24,258, p. 21.
The parties ultimately reached agreement to resolve the issues as reflected in this
Agreement.
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II.

SETTLEMENT TERMS

1. Public Utility Authority. The Settling Parties and Staff agree that pursuant to
RSA 374:22 and 374:26, it is for the public good for FPL to be a public utility in New
Hampshire for the purpose of owning and operating the Seabrook Transmission
Substation, and that the public interest is satisfied through the additional commitments
and conditions set forth herein. Staff and FPL agree, and the remaining Settling Parties
do not object, to a determination by the Commission that so long as FPL's operations in
New Hampshire are limited to the ownership and operation of the Seabrook Transmission
Substation the Commission's regulation of FPL will likewise be limited to requiring FPLNED to comply with the following requirements:
•

The submission to the Commission of the FPL annual report pursuant to RSA
374-A:7, I or any successor statute;

•

The submission to the Commission from time to time of such other information
with respect to FPL's activities in New Hampshire, as the Commission may
reasonably request pursuant to RSA 374-A:7, I or any successor statute;

•

Filing with the New Hampshire secretary of state as a foreign corporation
pursuant to RSA 374-A:7, II(a) or any successor statute;

•

Consenting to service of process pursuant to RSA 293-A, RSA 374-A:7, II( a) and
any successor statute or statutes;

•

Being subject to and complying with all laws and regulations applicable to the
construction, operation and use of the Seabrook Transmission Substation pursuant
to RSA 374-A:7, II(b) or any successor statute;

•

With respect to any financing of FPL-NED's interest in the Seabrook Substation,
including any borrowing or the issuance of any notes, bonds or other evidence of
indebtedness or securities of any nature, being subject to the provisions of RSA
369 and other applicable regulatory laws of New Hampshire unless FPL or FPLNED files with the Commission the appropriate certification of another regulatory
agency as set forth in RSA 374-A:7, II(c) or any successor statute;

•

Being subject to the annual assessment pursuant to RSA 363-A or any successor
statute;
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•

Paying (i) applicable New Hampshire real estate transfer tax associated with the
transfer of the Seabrook Substation from FPLE Seabrook to FPL-NED, (ii)
business profits taxes, and (iii) any other taxes lawfully imposed by the State of
New Hampshire or any of its subdivisions;

•

Filing with the Commission of all schedules showing the rates and charges for
any service rendered by the Seabrook Substation pursuant to RSA 378:1 or any
successor statute;

•

Participating in New Hampshire's underground utility damage prevention
program as set forth in RSA 374:49 or any successor statute;

•

Permitting FPL-NED to exercise the right of eminent domain pursuant to RSA
371, RSA 374-A:8 or any successor statute or statutes;

•

Permitting FPL-NED to seek Commission exemption from otherwise applicable
local ordinances pursuant to RSA 674:30, RSA 374-A:9 or any successor statute
or statutes;

•

Permitting FPL-NED to seek financing from New Hampshire Municipal Bond
Bank pursuant to RSA 374-C or any successor statute;

•

Requiring FPL-NED to obtain a license to construct under or across public waters
pursuant to RSA 371 :17 or any successor statute;

•

Requiring Commission approval to transfer assets to another entity pursuant to
RSA 374:30 or any successor statute;

•

Requiring compliance with the rules for underground utility damage prevention
program as set forth in N.H. Code Admin. Rules Puc 800 or any successor rules
or statute;

•

Complying with any request to inspect the property, works, system, plant,
devices, appliances, methods, books, papers or records of FPL-NED pursuant to
RSA 365:6 and RSA 365:7 or any successor statute, subject to the further
requirement that FPL-NED produce any such books, papers or records within the
State of New Hampshire upon request of the Commission or its authorized agents.

2. Station service. Should FERC or a court determine that FPLE Seabrook need no
longer take delivery of retail generating station service from PSNH, as is provided for in
the Interconnection and Operating Agreement by and between Public Service Company
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of New Hampshire and FPL Energy Seabrook, dated April 13, 2002 ("PSNH
Interconnection Agreement"), FPLE Seabrook agrees to make PSNH whole for its lost
stranded costs through the approximate date PSNH projects the full recovery of its Part 1
stranded costs (June 30, 2013), via a payment by FPLE Seabrook to PSNH. Such
payment shall be the net present value, based on an 8% discount rate, of $28,500 per
month (Twenty Eight Thousand Five Hundred Dollars) (which represents a liquidation of
the monthly stranded cost payment obligation agreed upon by the Settling Parties and
Staff) from the date that FPLE Seabrook ceases the taking of retail station service
delivery from PSNH through June 30, 2013. The Settling Parties and Staff agree that if
such a payment is made by FPLE Seabrook, it will be credited by PSNH to stranded cost
recovery. If subsequent to such payment FPLE Seabrook recommences the taking of
retail generating station service from PSNH, then PSNH will credit FPLE Seabrook's
monthly retail bill for such delivery service by an amount equal to $28,500 per month
during all months through June 2013, in which FPLE Seabrook takes delivery ofretail
generating station service from PSNH. The Settling Parties and Staff agree that PSNH
shall be allowed to recover all such monthly credits as a stranded cost.
3. New substation. FPL recognizes and agrees that pursuant to the terms and
conditions set forth in Section 36 of the PSNH Interconnection Agreement and other
agreements referenced therein, PSNH has received the right to construct a new substation
that would be the functional replacement of the existing 345 kV Seabrook Transmission
Substation. FPL commits that it will not in the future exercise any public utility authority
obtained in this proceeding, as set forth above in Paragraph II(l ), that would interfere
with PSNH' s aforementioned rights to construct a new substation.
4. Scope. FPL's Petition requested that FPL receive the right to exercise eminent
domain. FPL agrees that the exercise of such a right in New Hampshire by FPL-NED is
limited to requests pursuant to a FERC-approved LNS Tariff, or directives from ISO-NE
(or its successor organization), or regulatory and other state or federal government
agencies with appropriate jurisdiction (e.g., FERC, the NRC, the Commission or Site
Evaluation Committee ("SEC")). In the event that FPL-NED voluntarily seeks to
construct transmission beyond the existing Seabrook Transmission Substation, the
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Settling Parties and Staff agree that FPL may seek all necessary regulatory approvals on a
concurrent basis.
5. Campus Power. This Agreement shall not in any way affect or modify the
obligations of FPLE Seabrook to take campus power from Unitil Energy Systems, Inc. in
accordance with the terms and conditions set forth in the agreement entitled "Ferrying
Agreement [between] Public Service Company of New Hampshire and Exeter &
Hampton Electric Company, dated January 1, 1978."
6. FPL-NED LNS Tariff. FPL acknowledges that the Settling Parties have relied
upon its representation that while the FPL-NED LNS Tariff filed in Docket No. ER04714-000 on April 1, 2004 is one of general applicability, with regard to charges
associated with the delivery of generating station service energy to FPLE Seabrook,
under the terms and conditions of the FPL-NED LNS Tariff, such charges would not
apply to jurisdictional New Hampshire utilities nor any retail customers of such utilities
other than FPLE Seabrook; provided, however, that with regard to LNS Tariff charges
associated with the delivery of generating station service energy to FPLE Seabrook, this
representation would not apply if, for example, a jurisdictional New Hampshire utility
were to voluntarily agree to assume paying the LNS Tariff charges as part of a sale of
generating station service energy to FPLE Seabrook or otherwise requests service over
FPL-NED's LNS facilities not related to the delivery of generating station service energy
to FPLE Seabrook.

III.

MISCELLANEOUS PROVISIONS
A.

This Agreement shall not be deemed in any respect to constitute an

admission by any of the Settling Parties and Staff that any allegation or contention in this
proceeding other than those expressly set forth herein is true or false, or that any
particular agreement herein creates a precedent for future decisions.
B.

Other than as expressly stated herein, the acceptance of this Agreement by

the Commission shall not in any respect constitute a determination by the Commission as
to the merits of any allegations or contentions.
C.

This Agreement is expressly conditioned upon the Commission's approval

of all provisions herein, without change or condition.
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D.

The discussions (including workpapers, documents, etc. produced in

connection therewith) that have produced this Agreement have been conducted on the
explicit understanding that all offers and discussions relating thereto (i) are and shall
remain privileged, (ii) shall be without prejudice to the position of any of the Settling
Parties presenting such offer or participating in any such discussion and (iii) are not to be
used in any manner in connection with these or other proceedings involving any of the
parties to this Agreement or otherwise.

E.

This Agreement is agreed to on the condition that, in the event the

Commission does not approve of it in its entirety, it must be acceptable, in a Party's
reasonable business judgment, to a Party whose rights or obligations under the
Agreement are materially adversely affected by such modification. If the modification is
unacceptable, the Agreement shall be deemed withdrawn and void and shall not
constitute any part of the record in this or any future proceeding or be used for any other
purpose.
F.

This Agreement constitutes the entire agreement among the Settling

Parties and Staff regarding the subject matter hereof. All previous agreements,
discussion, communications, and correspondence regarding the subject matter hereof are
superseded by the execution of this Agreement.
G.

The Commission shall have continuing jurisdiction to enforce the terms of

this Agreement.
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IV.

CONCLUSION

Wherefore, the Settling Parties and Staff jointly recommend that the Commission
approve this Agreement.

Respectfully submitted,

FPL

By:
FPLE Seabrook

By:
PSNH

By:
NHEC

By:
OCA

By:
STAFF

By:
Dated: April 16, 2004
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IV.' CONCLUSION
Wherefore; the Settling Parties and Staffjointlyrecomm.eruHhat
the Commission
,
.
approve this Agreement.
Respectfully submitted,

FPL
By:
.

·Lt.~
<::::
.
C. M. Menne.s
Vice President., Transmission &Substation

FPLE Seabrook
By:

PSNH
By:
NHEC

By:
OCA

By:
STAFF

By:
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CONCLUSION
Wherefore, the Settling Parties and Staffjointly recommend that the Commission

approve this Agreement.

Respectfully submitted.,

FPL
By:

MlCHAEL L. LEtGHTON'
PRESIDENT

PSN"H
By:
NHEC
By:

OCA
By:

STAFF

By:
Dated; April 16, 2004
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IV.

CONCLUSION
Wherefore, the Settling Parties and Staff jointly recommend that the Commission

approve this Agreement.

Respectful 1y submitted,

FPL

By:
FPLE Seabrook

By:

NHEC

By:
OCA

By:
STAFF

By:
Dated: April 16, 2004
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CONCLUSION

Whcn::fore, the Settlina Parties and Staffjointly recommend that the Conunfssjou
approve this Agreement.

FPL

By:

C.M. Mennes
Vice Ptesident. Tranlilmission & Substation

FPLE Seabrook
By:

PSNH
By:

~~
OCA
By:
STAFF
By~

Dated: April 16, 2004
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IV.

CONCLUSION
Wherefore, the Settling Parties and Staffjointly recommend that the Commission

approve this Agreement.

Respectfully submitted,

~~~ z-~ .~

C. M. Mennes
Vice President, Transmission & Substation

FPLE Seabrook
By:

~~~~
NHEC
By:

OCA
By:

Dated: April 16, 2004
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CONCLUSION
Wherefore, the Settling Parties and Staffjointly recommend that the Commission

approve this Agreement.

Respectfu lly submitted,

FPL
By:

FPLE Seabrook
By:

MICHAEL L. LEIGHTON
PRESIDENT

PSNH
By:

NHEC
By:

OCA
By:

STAFF
By:

Dated: Apri l 16, 2004
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