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(c) Lease Commitments

The following table sets forth information concemiCenterPoint Energy’s obligations under non-ckaide longterm operating leases
December 31, 2009, which primarily consist of réatreements for building space, data processingetent and vehicles (in millions):

2010 $ 12
2011 13
2012 9
2013 6
2014 4
2015 and beyond 7

Total $ 51

Total lease expense for all operating leases wast#ion, $46 million and $37 million during 2002008 and 2009, respectively.
(d) Other Commitments

In December 2008, CenterPoint Energy entered intagaeement to purchase software licenses, suppdrinaintenance over the next
years. As of December 31, 2009, payment obligatiamder this agreement are $7 million in 2010, $#8an in 2011, $6 million in 2012 ar
$6 million in 2013.

Long-Term Gas Gathering and Treating AgreememtisSeptember 2009, CenterPoint Energy Field Sesyitrec. (CEFS), a whollpwnec
natural gas gathering and treating subsidiary oRCECorp., entered into long-term agreements withingirect whollyowned subsidiary
EnCana Corporation (EnCana) and an indirect wholiyred subsidiary of Royal Dutch Shell plc (Shalljprovide gathering and treating serv
for their natural gas production from certain Hagwibe Shale and Bossier Shale formations in Lauiai CEFS also acquired jointhyvnec
gathering facilities from EnCana and Shell in DédSand Red River parishes in northwest LouisiaBach of the agreements includes acr
dedication and volume commitments for which CEFS fights to gather Shell's and EnCana’s naturalpgaduction from the dedicated areas.

In connection with the agreements, CEFS commeneagtegng and treating services utilizing the acegiifacilities. CEFS is expanding
acquired facilities in order to gather and treattaZ00 million cubic feet (MMcf) per day of naturgas. If EnCana or Shell elect, CEFS
further expand the facilities in order to gathed @reat additional future volumes. The construtt@cessary to reach the contractual capac
700 MMcf per day includes more than 200 miles athgeng lines, nearly 25,500 horsepower of compoesand over 800 MMcf per day
treating capacity.

CEFS estimates that the purchase of existing fiesiland construction to gather 700 MMcf per dalf wost up to $325 million. If EnCal
and Shell elect expansion of the project to gasimer process additional future volumes of up to i@ day, CEFS estimates that the expar
would cost as much as an additional $300 milliod BnCana and Shell would provide incremental volwmamitments. Funds for construct
are being provided from anticipated cash flows froperations, lines of credit or proceeds from thke ©f debt or equity securities. As
December 31, 2009, approximately $176 million hesrbspent on this project, including the purchdsisting facilities.

(e) Legal, Environmental and Other Regulatory Matte
Legal Matters
Gas Market Manipulation CasesCenterPoint Energy, CenterPoint Houston or tipegdecessor, Reliant Energy, Incorporated (Re¢
Energy), and certain of their former subsidiariesramed as defendants in several lawsuits deschiblew. Under a master separation agree

between CenterPoint Energy and RRI (formerly kn@asrReliant Resources, Inc. and Reliant Energy),I@enterPoint Energy and its subsidia
are entitled to be indemnified by RRI for any lagdacluding attorneys’ fees and other costs, mgisiut of these lawsuits. Pursuant
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to the indemnification obligation, RRI is defendi@gnterPoint Energy and its subsidiaries to thergxtamed in these lawsuits. A large nur
of lawsuits were filed against numerous gas mapketicipants in a number of federal and westertestaurts in connection with the operatiol
the natural gas markets in 2000-2002. CenterPaierdy’s former affiliate, RRI, was a participant in gaading in the California and Westt
markets. These lawsuits, many of which have beled fis class actions, allege violations of stat faderal antitrust laws. Plaintiffs in th
lawsuits are seeking a variety of forms of religfgcluding, among others, recovery of compensataynages (in some cases in exces
$1 billion), a trebling of compensatory damaged, dansideration damages and attornefg®s. CenterPoint Energy and/or Reliant Energy
named in approximately 30 of these lawsuits, whid@re instituted between 2003 and 2009. CenterPRoi@rgy and its affiliates have be
released or dismissed from all but two of such sa€enterPoint Energy Services, Inc. (CES), a diidryi of CERC Corp., is a defendant in a «
now pending in federal court in Nevada allegingoaspiracy to inflate Wisconsin natural gas price20002002. Additionally, CenterPoi
Energy was a defendant in a lawsuit filed in statert in Nevada that was dismissed in 2007, bupthmtiffs have indicated that they will app
the dismissal. CenterPoint Energy believes thathaeiit nor CES is a proper defendant in these ieina cases and will continue to pur:
dismissal from those cases. CenterPoint Energg dotexpect the ultimate outcome of these remginatters to have a material impact ol
financial condition, results of operations or césks.

On May 1, 2009, RRI completed the previously anmednsale of its Texas retail business to NRG Reétal, a subsidiary of NRG Ener¢
Inc. In connection with the sale, RRI changednisne to RRI Energy, Inc. and no longer providesiseras a REP in CenterPoint Hous®n’
service territory. The sale does not alter RRIontractual obligations to indemnify CenterP&nergy and its subsidiaries, including CenterF
Houston, for certain liabilities, including theindemnification regarding certain litigation, noredoit affect the terms of existing guare
arrangements for certain RRI gas transportatiorraots.

Natural Gas Measurement Lawsui@ERC Corp. and certain of its subsidiaries, aloritp W6 other natural gas pipelines, their subsidsg
and affiliates, were defendants in a lawsuit filrd 997 under the Federal False Claims Act allegiigmeasurement of natural gas produced
federal and Indian lands. The suit sought undigtladamages, along with statutory penalties, intecests and fees. This case was consolid
together with the other similar False Claims Acies in the federal district court in Cheyenne, Wi. In October 2006, the judge conside
this matter granted the defendantsdtion to dismiss the suit on the ground that twertclacked subject matter jurisdiction over thairls asserte
The plaintiff sought review of that dismissal frahe Tenth Circuit Court of Appeals, which affirm@g district cours dismissal in March 20C
Following dismissal of the plaintif§ motion to the Tenth Circuit for rehearing, thaipliff sought review by the United States SupreDoart, bu
his petition for certiorari was denied in Octob&0g.

In addition, CERC Corp. and certain of its subgsid® are defendants in two mismeasurement lawbuitaght against approximately 2
pipeline companies and their affiliates pendingtate court in Stevens County, Kansas. In one @asgnally filed in May 1999 and amenc
four times), the plaintiffs purport to represertlass of royalty owners who allege that the defetslaave engaged in systematic mismeasure
of the volume of natural gas for more than 25 yeahe plaintiffs amended their petition in thistsni July 2003 in response to an order fromr
judge denying certification of the plainti’ alleged class. In the amendment, the plaintiffsniésed their claims against certain defenc
(including two CERC Corp. subsidiaries), limitece thcope of the class of plaintiffs they purportépresent and eliminated previously ass¢
claims based on mismeasurement of the British thbtmit (Btu) content of the gas. The same plamtihen filed a second lawsuit, agair
representatives of a putative class of royalty awniem which they assert theiglaims that the defendants have engaged in syste
mismeasurement of the Btu content of natural gasniore than 25 years. In both lawsuits, the plH:seek compensatory damages, along
statutory penalties, treble damages, interestscaistl fees. In September 2009, the district cioutevens County, Kansas, denied plaintiffs’
request for class certification of their case. plantiffs are seeking reconsideration of that déni

CERC believes that there has been no systematimeasurement of gas and that these lawsuits areuwtitherit. CERC and CenterPc
Energy do not expect the ultimate outcome of thesldts to have a material impact on the financaidition, results of operations or cash fl
of either CenterPoint Energy or CERC.

Gas Cost Recovery Litigatiom October 2004, a lawsuit was filed by certain CERtepayers in Texas and Arkansas in circuit cioudiller
County, Arkansas against CenterPoint Energy, CER Ccertain other
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subsidiaries of CenterPoint Energy and CERC Cang.\arious noreffiliated companies alleging fraud, unjust enri@mnhand civil conspirac
with respect to rates charged to certain consumiensitural gas in Arkansas, Louisiana, Minnesot&shsippi, Oklahoma and Texas. Altho
the plaintiffs in the Miller County case soughtsdaertification, no class was certified. In Juf®2, the Arkansas Supreme Court determinec
the Arkansas claims were within the sole and exedugirisdiction of the Arkansas Public Service Guoission (APSC) and in February 2008,
Arkansas Supreme Court directed the Miller Coumtyrtto dismiss the entire case for lack of jurisidin.

In August 2007, the Arkansas plaintiff in the Mill€ounty litigation initiated a complaint at the 8€ seeking a decision concerning
extent of the APSG jurisdiction over the Miller County case and awmeistigation into the merits of the allegationseaigsl in his complaint wi
respect to CERC. In February 2009, the Arkansamtffanotified the APSC that he would no longerrpue his claims, and in July 2009
complaint proceeding was dismissed by the APSCapjiellate deadlines expired without an appeat@fidismissal order.

In June 2007, CenterPoint Energy, CERC Corp., dhdralefendants in the Miller County case filededitipn in a district court in Trav
County, Texas seeking a determination that ther&adl Commission has exclusive original jurisdictaver the Texas claims asserted in the MV
County case. In January 2009, the district contered a final declaratory judgment ruling that Belroad Commission has exclusive jurisdic
over the Texas claims asserted against CenterBogrgy, and the other defendants in the Miller Gpease.

Environmental Matters

Manufactured Gas Plant Site€ERC and its predecessors operated manufactureglgais (MGPs) in the past. In Minnesota, CERC
completed remediation on two sites, other than orggononitoring and water treatment. There are figmaining sites in CER&’ Minnesot
service territory. CERC believes that it has nbility with respect to two of these sites.

At December 31, 2009, CERC had accrued $14 milfimn remediation of these Minnesota sites and thémased range of possit
remediation costs for these sites was $4 millio36 million based on remediation continuing fort8®0 years. The cost estimates are bas
studies of a site or industry average costs forediation of sites of similar size. The actual reragdn costs will be dependent upon the numb
sites to be remediated, the participation of otfeentially responsible parties (PRP), if any, #melremediation methods used. CERC has uti
an environmental expense tracker mechanism inaitssrin Minnesota to recover estimated costs iresxof insurance recovery. As
December 31, 2009, CERC had collected $13 milllomfinsurance companies and rate payers to befas&dure environmental remediation.
January 2010, as part of its Minnesota rate casisida, the MPUC eliminated the environmental exggetiacker mechanism and ordered amc
previously collected from ratepayers and relatatdyaag costs refunded to customers. As of Decen3tier2009, the balance in the environme
expense tracker account was $8.7 million. The MRlo&@ ided for the inclusion in rates of approxiniai®285,000 annually to fund normal on-
going remediation costs. CERC was not require@fiond to customers the amount collected from msce companies, $4.6 million at Decen
31, 2009, to be used to mitigate future environmleabsts. The MPUC further gave assurance thatreagonable and prudent environme
clean-up costs CERC incurs in the future will beesacoverable under normal regulatory principles pratedures. This provision had no img
on earnings.

In addition to the Minnesota sites, the United &aEnvironmental Protection Agency and other ragtdahave investigated MGP sites
were owned or operated by CERC or may have beema\Wy one of its former affiliates. CERC has beamed as a defendant in a lawsuit
in the United States District Court, District of Ma, under which contribution is sought by privataties for the cost to remediate former
sites based on the previous ownership of such bitdfermer affiliates of CERC or its divisions. CERhas also been identified as a PRP b
State of Maine for a site that is the subject ef ldwsuit. In June 2006, the federal district camftlaine ruled that the current owner of the &
responsible for site remediation but that an add#l evidentiary hearing would be required to deiee if other potentially responsible part
including CERC, would have to contribute to thahesiation. In September 2009, the federal districtrt granted CERG motion for summa
judgment in the proceeding. Although it is likehat the plaintiff will pursue an appeal from tlismissal, further action will not be taken u
the district court disposes of claims against ottefendants in the case. CERC believes it is abidi as a former owner or operator of the
under the Comprehensive Environmental, Response,
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Compensation and Liability Act of 1980, as amended] applicable state statutes, and is vigoroushtesting the suit and its designation
PRP. CERC and CenterPoint Energy do not expectiltimate outcome to have a material adverse impadhe financial condition, results
operations or cash flows of either CenterPoint Bper CERC.

Mercury ContaminationCenterPoint Energg’ pipeline and distribution operations have inpghst employed elemental mercury in meast
and regulating equipment. It is possible that smalbunts of mercury may have been spilled in thessof normal maintenance and replacel
operations and that these spills may have contdedntie immediate area with elemental mercury. &&uint Energy has found this type
contamination at some sites in the past, and Ceatetr Energy has conducted remediation at thees. dttis possible that other contaminated
may exist and that remediation costs may be induioe these sites. Although the total amount oEéheosts is not known at this time, base
CenterPoint Energg experience and that of others in the naturalmdsstry to date and on the current regulationsurdigg remediation of the
sites, CenterPoint Energy believes that the cdsésp remediation of these sites will not be matetdo CenterPoint Energy’financial conditior
results of operations or cash flows.

AsbestosSome facilities owned by CenterPoint Energy contaihave contained asbestos insulation and othmsésseontaining material
CenterPoint Energy or its subsidiaries have beeneda along with numerous others, as a defendalatnguits filed by a number of individui
who claim injury due to exposure to asbestos. Sofrtbe claimants have worked at locations ownedCeyterPoint Energy, but most exist
claims relate to facilities previously owned by @#Roint Energys subsidiaries. CenterPoint Energy anticipatesdtditional claims like tho:
received may be asserted in the future. In 2004teCBoint Energy sold its generating business, hichvmost of these claims relate, to Te
Genco LLC, which is now known as NRG Texas LP. Urttie terms of the arrangements regarding separaficthe generating business fr
CenterPoint Energy and its sale to NRG Texas Ltmnate financial responsibility for uninsured lossieom claims relating to the generat
business has been assumed by NRG Texas LP, bugr@eitt Energy has agreed to continue to defenld slagms to the extent they are cove
by insurance maintained by CenterPoint Energy,esilfo reimbursement of the costs of such deferma NRG Texas LP. Although th
ultimate outcome cannot be predicted at this ti@enterPoint Energy intends to continue vigorouslgtesting claims that it does not conside
have merit and does not expect, based on its epito date, these matters, either individualljnahe aggregate, to have a material ad\
effect on CenterPoint Energy’s financial conditioesults of operations or cash flows.

Groundwater Contamination Litigatiofredecessor entities of CERC, along with sevelaragntities, are defendants in litigati@t, Miche
Plantation, LLC, et al, v. White, et ., pending in civil district court in Orleans Pdmid.ouisiana. In the lawsuit, the plaintiffs aleethat thei
property in Terrebonne Parish, Louisiana suffemdtivater contamination as a result of oil and grdling activities conducted by the defendar
Although a predecessor of CERC held an interesivin oil and gas leases on a portion of the propattissue, neither it nor any other CE
entities drilled or conducted other oil and gasrapiens on those leases. In January 2009, CERGhenplaintiffs reached agreement on the t
of a settlement that, if ultimately approved by ttmiisiana Department of Natural Resources, is etggeto resolve this litigation. CenterP¢
Energy and CERC do not expect the outcome of ifiggtion to have a material adverse impact onfitm@ncial condition, results of operations
cash flows of either CenterPoint Energy or CERC.

Other EnvironmentalF-rom time to time CenterPoint Energy has receivatitas from regulatory authorities or others regaydts status as
PRP in connection with sites found to require reieézh due to the presence of environmental comants. In addition, CenterPoint Energy
been named from time to time as a defendant galiibn related to such sites. Although the ultin@miecome of such matters cannot be pred
at this time, CenterPoint Energy does not expexdet on its experience to date, these mattergreittividually or in the aggregate, to hav
material adverse effect on CenterPoint Energy’arfaial condition, results of operations or casiwflo

Other Proceedings
CenterPoint Energy is involved in other legal, eowvmental, tax and regulatory proceedings beforeowua courts, regulatory commissic

and governmental agencies regarding matters arisitige ordinary course of business. Some of tipeseeedings involve substantial amou
CenterPoint Energy regularly analyzes current
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information and, as necessary, provides accrualprimbable liabilities on the eventual dispositiminthese matters. CenterPoint Energy doe
expect the disposition of these matters to haveaterial adverse effect on CenterPoint Enesdinancial condition, results of operations orh
flows.

In December 2009, $3.3 million was distributed teudsidiary of CenterPoint Energy in connectiorhwiite settlement of 2002 AOL Tir
Warner, Inc. securities and ERISA class actiomgydition. Pursuant to the terms of the indentureegumg CenterPoint Energy’ZENS, it
February 2010, CenterPoint Energy distributed toezu ZENS holders $2.8 million, which amount regaeted the portion of the paym
received that was attributable to the referenceesheorresponding to the outstanding ZENS. Thssribution reduced the contingent princ
amount of the ZENS from $814 million to $811 millio The litigation settlement was recorded as otheome and the distribution payable
ZENS holders was recorded as other expense in 2009.

(f) Guaranties

Prior to CenterPoint Energy'distribution of its ownership in RRI to its shiaoéders, CERC had guaranteed certain contractugjations o
what became RRY¥'trading subsidiary. When the companies separ&Rt agreed to secure CERC against obligation®utite guaranties R
had been unable to extinguish by the time of sejoera Pursuant to such agreement, as amendedderiteer 2007, RRI has agreed to provic
CERC cash or letters of credit as security aga@BERC’s obligations under its remaining guaranties fomded charges under certain
transportation agreements if and to the extent@bsin market conditions expose CERC to a rislosd bn those guaranties. The present val
the demand charges under these transportationactsitiwhich will be effective until 2018, was apgmoately $96 million as of December !
2009. As of December 31, 2009, RRI was not requicegrovide security to CERC. If RRI should fail perform the contractual obligatio
CERC could have to honor its guarantee and, in sueht, collateral provided as security may befiidant to satisfy CERC'’s obligations.

(11) Estimated Fair Value of Financial Instrumerts

The fair values of cash and cash equivalents, time&sts in debt and equity securities classifiethasilable-for-sale” and "trading" and short-
term borrowings are estimated to be approximatglyvalent to carrying amounts and have been exdididen the table below. The fair values
non4rading derivative assets and liabilities and tfeNB indexed debt securities derivative are statddimvalue and are excluded from the t:
below. The fair value of each debt instrumentatedmined by multiplying the principal amount otbalebt instrument by the market price.

December 31, 200: December 31, 200!
Carrying Fair Carrying Fair
Amount Value Amount Value
(in millions)
Financial liabilities:
Long-term debr $ 10,39%¢ $ 9,87t $ 9,90 $ 10,41

109




Table of Content

(12) Earnings Per Share

WPD-6

Screening Data Part 1 of 2

Page 3017 of 9808

The following table reconciles numerators and deinaitors of CenterPoint Energy’s basic and dilutedhings per share calculations:

Basic earnings per share calculati
Net income

Weighted average shares outstanding
Basic earnings per share

Diluted earnings per share calculati
Net income

Weighted average shares outstanc
Plus: Incremental shares from assumed convers
Stock options(1
Restricted stoc
2.875% convertible senior not
3.75% convertible senior notes

Weighted average shares assuming dilution

Diluted earnings per share

For the Year Ended December 31

2007 2008

2009

(In millions, except per share and share amounts

$ 39 %

44€ $ 372

320,480,00 336,387,00 365,229,00

$ 12 $

132 $ 1.0z

$ 39 %

44€ $ 372

320,480,00 336,387,00 365,229,00

1,059,001 760,00( 451,00(

1,928,00! 1,772,00! 2,001,00!

291,00( - -
18,749,00 4,636,00!

342,507,00 343,555,00 367,681,00

$ 1.1 3

1.3C $ 1.01

(1) Options to purchase 3,225,969, 2,617,772 and 232%hares were outstanding for the years endedrblesr 31, 2007, 2008 and 2C
respectively, but were not included in the compatebf diluted earnings per share because the ngtexercise price was greater tl
the average market price of the common shareshéordspective year

Substantially all of the 3.75% contingently conitdé senior notes provided for settlement of thegpal portion in cash rather than stc
The portion of the conversion value of such notett tvas required to be settled in cash rather ghack is excluded from the computatior
diluted earnings per share from continuing operati€enterPoint Energy included the conversionagpie the calculation of diluted earnings
share when the average market price of CenterBwiatgy’s common stock in the respective reportiagqul exceeded the conversion pritre.
April 2008, CenterPoint Energy called its 3.75% \eemible senior notes for redemption on May 30, 08ubstantially all of CenterPo
Energy’s 3.75% convertible senior notes were suiachitor conversion on or prior to the May 30, 2088emption date.

(13) Unaudited Quarterly Information

Summarized quarterly financial data is as follows:

Revenue!

Operating incom:

Net income

Basic earnings per share|

Diluted earnings per share(

Year Ended December 31, 200

First Second Third Fourth
Quarter Quarter Quarter Quarter
(In millions, except per share amounts

$ 3,362 $ 267C $ 251t $ 2,77¢
33¢€ 297 337 303
122 101 13€ 87
$ 037 $ 03C $ 04C $ 0.2t
$ 0.3€ $ 03C $ 03¢ $ 0.2t
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Year Ended December 31, 200

First Second Third Fourth
Quarter Quarter Quarter Quarter
(In millions, except per share amounts

Revenue: $ 2,76€ $ 1,64C $ 157¢ $ 2,29¢
Operating incom: 28t 2532 287 29¢
Net income 67 86 114 10E
Basic earnings per sharel $ 0.1¢ % 024 % 031 $ 0.27
Diluted earnings per share( $ 0.1¢ % 024 % 031 $ 0.27

(1) Quarterly earnings per common share are basedeoweighted average number of shares outstandiriggitire quarter, and the
the quarters may not equal annual earnings per aymshare. CenterPoint Energy included the conversioread related
contingently convertible senior notes in the caltioh of diluted earnings per share when the awemagrket price of Cente
Energy’s common stock in the respective reportiagqul exceeds the conversion price. All of CenterPBnergys 3.75% conve
senior notes were submitted for conversion on wrpo the May 30, 2008 redemption de

(14) Reportable Business Segments

CenterPoint Energyg’ determination of reportable business segmentsiadens the strategic operating units under whicht&@®oint Energ
manages sales, allocates resources and assesfmsnaece of various products and services to wladdesr retail customers in differi
regulatory environments. The accounting policiestltid business segments are the same as thosebddsani the summary of significe
accounting policies except that some executive fiteoests have not been allocated to business segm€enterPoint Energy uses opere
income as the measure of profit or loss for itsiess segments.

CenterPoint Energy’ reportable business segments include the follpwitiectric Transmission & Distribution, Natural &®istribution
Competitive Natural Gas Sales and Services, IrerRipelines, Field Services and Other Operatidhs. electric transmission and distribut
function (CenterPoint Houston) is reported in tHecEic Transmission & Distribution business segmétatural Gas Distribution consists
intrastate natural gas sales to, and natural gaspportation and distribution for, residential, coencial, industrial and institutional custom
Competitive Natural Gas Sales and Services reptesznterPoint Energy’s naate regulated gas sales and services operatidmich wonsist ¢
three operational functions: wholesale, retail armchstate pipelines. The Interstate Pipelinesrmss segment includes the interstate natur:
pipeline operations. The Field Services businegmsat includes the natural gas gathering, treaimg) processing operations. Other Opera
consists primarily of other corporate operationsctsupport all of CenterPoint Energy’s businessrafions.

Longdived assets include net property, plant and egeipinnet goodwill and other intangibles and equityestments in unconsolidat
subsidiaries. Intersegment sales are eliminatedmsolidation.
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Financial data for business segments and prodadtservices are as follows (in millions):

Revenues
from Depreciation Operating Expenditures
External Intersegment Income for Long-Lived
Customers Revenues Amortization Assets

As of and for the year endec
December 31, 2007:
Electric Transmission & Distributio 1,83i(1) $ - $ 39¢ 561 8,35¢ 401
Natural Gas Distributio 3,74¢ 10 15& 21€ 4,332 191
Competitive Natural Gas Sales and

Services 3,63¢ 45 5 75 1,221 7
Interstate Pipelines(: 357 143 44 237 3,007 30¢
Field Services(3 13€ 39 11 99 66¢ 74
Other 10 - 18 (5) 1,95¢(4) 30
Reconciling Eliminations - (237) - - (1,677) -
Consolidated 9,62: $ - 3% 631 1,18¢ 17,87 1,011
As of and for the year endec
December 31, 2008:
Electric Transmission & Distributio 1,91€1) $ - $ 46C 54& 8,88( 481(5)
Natural Gas Distributio 4,217 9 157 21t 4,961 214
Competitive Natural Gas Sales and

Services 4,48¢ 40 3 62 1,31¢ 8
Interstate Pipelines(: 477 Ve 46 293 3,57¢ 18¢
Field Services(3 213 39 12 147 82€ 122
Other 11 - 30 11 2,185(4) 39
Reconciling Eliminations - (261) - - (2,06¢) -
Consolidated 11,32: $ - 03 70¢ 1,27¢ 19,67¢ 1,05:¢
As of and for the year endec
December 31, 2009:
Electric Transmission & Distributio 2,0151) $ - $ 48C 54& 9,75¢ 42€(5)
Natural Gas Distributio 3,37¢ 10 161 204 4,53 16&
Competitive Natural Gas Sales and

Services 2,21% 15 4 21 1,17¢ 2
Interstate Pipelines(: 45€ 142 48 25€ 3,48¢ 17€
Field Services(3 21z 29 15 94 1,04¢ 34¢
Other 11 - 35 4 2,261(4) 29
Reconciling Eliminations - (196€) - - (2,487%) -
Consolidated 8,281 $ - 3% 742 1,124 19,770 1,14¢

(1) Sales to subsidiaries of NRG Retail LLC, thecessor to RR$ Texas retail business, in 2007, 2008 and 200@septed approximate

@)

®)

4

$661 million, $635 million and $634 million, respisely, of CenterPoint Houst( s transmission and distribution revent

Interstate Pipelines recorded equity incom&@fnillion, $36 million, and $7 million (includin§6 million and $33 million related to pre-
operating allowance for funds used during consimactiuring 2007 and 2008, respectively) in the gearded December 31, 2007, 2
and 2009, respectively, from its 50% interest irSSE a jointlyowned pipeline. These amounts are included in Edguoitearnings ¢
unconsolidated affiliates under the Other Incomepf@hfse) caption. Interstate Pipelindavestment in SESH was $58 millic
$307 million and $422 million as of December 310202008 and 2009 and is included in Investmenniconsolidated affiliate:

Field Services recorded equity income of $10 milli&15 million and $8 million for the years endedd@mber 31, 2007, 2008 and 2(
respectively, from its 50% interest in a jointyned gas processing plant. These amounts arededtlin Equity in earnings

unconsolidated affiliates under the Other Incomep@aise) caption. Field Services’ investment injthietly-owned gas processing pl
was $30 million, $38 million and $40 million as becember 31, 2007, 2008 and 2009, respectively,iamicluded in Investment
unconsolidated affiliate:

Included in total assets of Other Operations aBedember 31, 2007 are pension assets of $231 militso included in total assets

Other Operations as of December 31, 2007, 2008 20QP, are pension and other postemployment reledgdlatory assets
$319 million, $800 million and $731 million, respieely.
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(5) Included in expenditures for loriged assets of Electric Transmission & Distributis $145 million and $26 million for 2008 and 2(¢

respectively, related to Hurricane lke. Approxinhat8153 million of distribution related storm resition costs was reclassified
regulatory assets and was included in the $66%amiecuritized storm restoration costs as furtigeussed in Note 3(a). The remair
$18 million of transmission related storm restamatcosts is included in plant in service as of Dalser 31, 2009, and is eligible
recovery through the existing mechanisms estaldisheecover transmission costs as further discLissBlote 3(a)

Year Ended December 31

Revenues by Products and Service 2007 2008 2009
(In millions)

Electric delivery sale $ 1831 $ 191€ $ 2,01z
Retail gas sale 4,941 6,21¢ 4,54(
Wholesale gas salr 2,19¢ 2,29t 902
Gas transpol 532 75€ 691
Energy products and services 117 13¢ 13E

Total $ 9,62 $ 11,32:  $ 8,281

(15) Subsequent Events

On January 21, 2010, CenterPoint Enesdyodard of directors declared a regular quarteashdividend of $0.195 per share of common ¢
payable on March 10, 2010, to shareholders of tkasrof the close of business on February 16, 2010.

Item 9. Changes in and Disagreements with Accountants orcéinting and Financial Disclosure
None.
Item 9A. Controls and Procedures

Disclosure Controls And Procedures

In accordance with Exchange Act Rules 13a-15 ari1E; we carried out an evaluation, under the supemviand with the participation
management, including our principal executive @ffiand principal financial officer, of the effeativess of our disclosure controls and procet
as of the end of the period covered by this re@ated on that evaluation, our principal executiffeeer and principal financial officer conclud
that our disclosure controls and procedures weeetfe as of December 31, 2009 to provide asseraimat information required to be disclo
in our reports filed or submitted under the Exctegt is recorded, processed, summarized and egparithin the time periods specified in
Securities and Exchange Commiss®rles and forms and such information is accuradland communicated to our management, includim
principal executive officer and principal financ@ficer, as appropriate to allow timely decisiorgarding disclosure.

There has been no change in our internal contras financial reporting that occurred during theethmonths ended December 31, 200¢
has materially affected, or is reasonably likelyrtaterially affect, our internal controls over fitdal reporting.

Management’s Annual Report on Internal Control over Financial Reporting
See report set forth above in Item 8, "Financiat&hents and Supplementary Data."
Report of Independent Registered Public Accountingrirm on Internal Control Over Financial Reporting

See report set forth above in Item 8, "Financiat&hents and Supplementary Data."
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Item 9B. Other Information
None.
PART Il
Item 10. Directors, Executive Officers and Corporate Govente

The information called for by Item 10, to the exttant set forth in "Executive Officers" in Item Wijll be set forth in the definitive pro:
statement relating to CenterPoint Enesg2010 annual meeting of shareholders pursuanE Begulation 14A. Such definitive proxy staten
relates to a meeting of shareholders involvingdleetion of directors and the portions thereofezhlfor by Iltem 10 are incorporated hereir
reference pursuant to Instruction G to Form 10-K.

Item 11. Executive Compensation

The information called for by Item 11 will be setth in the definitive proxy statement relating@enterPoint Energg’ 2010 annual meeti
of shareholders pursuant to SEC Regulation 14AhSiginitive proxy statement relates to a meetihghareholders involving the election
directors and the portions thereof called for lgyritl1 are incorporated herein by reference purgodnstruction G to Form 10-K.
Item 12. Security Ownership of Certain Beneficial Owners ahanagement and Related Stockholder Matters

The information called for by Item 12 will be serth in the definitive proxy statement relating@enterPoint Energg’ 2010 annual meeti
of shareholders pursuant to SEC Regulation 14AhSlefinitive proxy statement relates to a meetihglmreholders involving the election
directors and the portions thereof called for l®yrit12 are incorporated herein by reference purgodnstruction G to Form 10-K.
Item 13. Certain Relationships and Related Transactions, abatector Independence

The information called for by Item 13 will be setth in the definitive proxy statement relating@enterPoint Energg’ 2010 annual meeti
of shareholders pursuant to SEC Regulation 14AhSlefinitive proxy statement relates to a meetihglmreholders involving the election
directors and the portions thereof called for lgyrit13 are incorporated herein by reference purgodnstruction G to Form 10-K.
Item 14. Principal Accounting Fees and Services

The information called for by Item 14 will be serth in the definitive proxy statement relating@enterPoint Energg’ 2010 annual meeti

of shareholders pursuant to SEC Regulation 14AhSiginitive proxy statement relates to a meetihghareholders involving the election
directors and the portions thereof called for l®yritl4 are incorporated herein by reference purgodnstruction G to Form 10-K.

PART IV

ltem 15. Exhibits and Financial Statement Schedules

(a)(1) Financial Statements.
Report of Independent Registered Public AccounfEinm 64
Statements of Consolidated Income for the ThreesrEaded December 31, 20 67
Statements of Consolidated Comprehensive Incomthéfhree Years Ended December 31, Z 68
Consolidated Balance Sheets at December 31, 2GD3G09 69
Statements of Consolidated Cash Flows for the THesgs Ended December 31, 2( 70
Statements of Consolidated Sharehol Equity for the Three Years Ended December 31, : 71
Notes to Consolidated Financial Stateme 72
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(a)(2) Financial Statement Schedules for the Thfears Ended December 31, 2009.

Report of Independent Registered Public Accounfinm 116
| - Condensed Financial Information of CenterPointrgpelnc. (Parent Compan 117
Il - Valuation and Qualifying Accoun 123

The following schedules are omitted because of ahsence of the conditions under which they are ireduor because the requi
information is included in the financial statements

I, IV and V.
(a)(3) Exhibits.

See Index of Exhibits beginning on page 125, whitdex also includes the management contracts ompeasatory plans or arrangeme
required to be filed as exhibits to this Form 1®&¥item 601(b)(10)(iii) of Regulation S-K.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
CenterPoint Energy, Inc.
Houston, Texas

We have audited the consolidated financial statésneihCenterPoint Energy, Inc. and subsidiaries (tBompany") as of December 31, 2
and 2008, and for each of the three years in thegended December 31, 2009, and the Compangeiitcontrol over financial reporting as
December 31, 2009, and have issued our reportedhetated February 26, 2010; such reports aredadlelsewhere in this Form X0- Our
audits also included the financial statement sclesdof the Company listed in the index at Item 482). These financial statement schedule
the responsibility of the Company's managementr @sponsibility is to express an opinion basedonaudits. In our opinion, such finant
statement schedules, when considered in relatidhdédasic consolidated financial statements tasm@ whole, present fairly, in all mate
respects, the information set forth therein.

/s/ DELOITTE & TOUCHE LLP

Houston, Texas
February 26, 2010
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SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF
CENTERPOINT ENERGY, INC. (PARENT COMPANY)

Expenses:
Operation and Maintenance Expen
Taxes Other than Income
Total
Other Income (Expense):
Interest Income from Subsidiari
Other Income (Expens
Gain (Loss) on Indexed Debt Securit
Interest Expense to Subsidiar
Interest Expens
Distribution to ZENS Holders
Total
Loss Before Income Taxe
Income Tax Benefit
Loss Before Equity in Subsidiaries
Equity Income of Subsidiaries
Net Income

STATEMENTS OF INCOME

For the Year Ended December 31

2007 2008 2009
(In millions)
$ a7n $ (12 $ 17)
@) 1 -
(21) (11) (17)
22 12 8
1 (5) )
111 12¢ (68)
(67) (39) (25)
(225) (162) (14€)
27) - ©)
(18E) (65) (23<)
(20€) (76) (25€)
86 32 113
(120 (44) (143)
51t 49C 51t
$ 39t 3 44€  $ 372

See CenterPoint Energy, Inc. and Subsidiaries Not€onsolidated Financial Statements in Partéinl 8
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CENTERPOINT ENERGY, INC.

SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF
CENTERPOINT ENERGY, INC. (PARENT COMPANY)

BALANCE SHEETS

December 31

2008 2009
(In millions)
ASSETS
Current Assets:
Cash and cash equivalel $ - $ =
Notes receivabl- subsidiarie: 82 49¢
Accounts receivabl- subsidiaries 53 72
Other assets - 16
Total current assets 13t 581
Other Assets:
Investment in subsidiarie 5,161 5,56
Notes receivabl- subsidiarie: 151 151
Other assets 82¢€ 751
Total other assets 6,13¢ 6,46/
Total Assets $ 6,27 $ 7,04F
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities:
Notes payabl«- subsidiaries $ 21 % 30¢€
Current portion of lon-term deb 117 611
Indexed debt securities derivati 13z 201
Accounts payable
Subsidiaries 40 17
Other 3 40
Taxes accrue 33¢ 41€
Interest accrue 26 28
Other 18 1
Total current liabilities 69€ 1,621
Other Liabilities:
Accumulated deferred tax liabilitie 13¢€ 122
Benefit obligations 42€ 42€
Notes payabl- subsidiaries 75C 75C
Other 7 7
Total non-current liabilities 1,321 1,30¢
Long-Term Debt 2,23¢ 1,48(
Shareholders Equity:
Common stocl 3 4
Additional paic-in capital 3,15¢ 3,671
Accumulated defici (1,00¢) (912)
Accumulated other comprehensive loss (131) (124)
Total shareholders’ equity 2,022 2,63¢
Total Liabilities and Shareholders’ Equity $ 6,27: $ 7,04¢

See CenterPoint Energy, Inc. and Subsidiaries Not€onsolidated Financial Statements in Partéinl 8
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CENTERPOINT ENERGY, INC.

SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF
CENTERPOINT ENERGY, INC. (PARENT COMPANY)

STATEMENTS OF CASH FLOWS

For the Year Ended December 31

2007 2008 2009
(In millions)
Operating Activities:
Net income $ 39§ 44€ $ 372
Non-cash items included in net incon
Equity income of subsidiarie (515) (490) (515)
Deferred income tax expen 52 90 (19
Amortization of debt issuance co: 50 7 5
Loss (gain) on indexed debt securit (117 (128) 68
Changes in working capite
Accounts receivable/(payable) from subsidiaries. 20 (65) 86
Accounts payabl 11 - 14
Other current asse - 2 (16)
Other current liabilitie: (50) (111) 59
Common stock dividends received from subsidig 24C 74€ 10¢
Other 2 (7) (1)
Net cash provided by operating activities 94 49C 162
Investing Activities:
Short-term notes receivable from subsidiaries 17E 134 (411)
Net cash provided by (used in) investing activities 17E 134 (411)
Financing Activities:
Revolving credit facility, ne 131 13z (264)
Proceeds from lor-term debt 25C 30C -
Payments on lor-term deb! (29E5) (907) -
Debt issuance cos ()] 4 -
Common stock dividends pa (21¢) (24¢€) (27€)
Proceeds from issuance of common stock 22 80 504
Short-term notes payable to subsidiaries (157) 20 28t
Net cash provided by (used in) financing activities (26€) (624) 24¢
Net Decrease in Cash and Cash Equivalen - - -
Cash and Cash Equivalents at Beginning of Yee - - -
Cash and Cash Equivalents at End of Yea $ - $ - $ =

See CenterPoint Energy, Inc. and Subsidiaries Not€onsolidated Financial Statements in Partéinl 8
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CENTERPOINT ENERGY, INC.
SCHEDULE | - NOTES TO CONDENSED FINANCIAL INFORMATI ON (PARENT COMPANY)

(1) Background.The condensed parent company financial statemewtsiates should be read in conjunction with thesotidated financi:
statements and notes of CenterPoint Energy, Inent@@Point Energy) appearing in the Annual ReportForm 10K. Bank facilities &
CenterPoint Energy Houston Electric, LLC and Cdntémt Energy Resources Corp., indirect wholly owsedsidiaries of CenterPoint Enet
limit debt, excluding transition and system restiorabonds, as a percentage of their total capititin to 65%. These covenants could restric
ability of these subsidiaries to distribute dividerto CenterPoint Energy.

(2) New Accounting Pronouncemenifective January 1, 2009, CenterPoint Energy astbpiew accounting guidance for convertible
instruments that may be settled in cash upon cemve(including partial cash settlement) which gpeththe accounting treatment for conver
securities that the issuer may settle fully oripdytin cash and which required retrospective aaion to all periods presented. Under this
guidance, cash settled convertible securities eparated into their debt and equity components. vEhge assigned to the debt component i:
estimated fair value, as of the issuance date sohdar debt instrument without the conversiontfiea, and the difference between the proceec
the convertible debt and the amount reflected dels liability is recorded as additional pafde€apital. As a result, the debt is recorded
discount reflecting its belowrarket coupon interest rate. The debt is then sutesely accreted to its par value over its expetifedwith the rat
of interest that reflects the market rate at issadmeing reflected on the income statement. CeoierEnergy currently has no convertible ¢
that is within the scope of this new guidance, thigt during prior periods presented. The requirettospective implementation of this n
guidance had a nocash effect on net income for prior periods andGeasolidated Balance Sheets when CenterPoint Erexd contingent!
convertible debt outstanding. The effect on nebine for the years ended December 31, 2007 and 2@38a decrease in net income
$4 million, or $0.02 per basic and diluted shanmed &1 million, or $0.01 per basic share and no gbaper diluted share, respectively.
implementation effect on the Consolidated Balankee$ as of December 31, 2008 increased Additioagl--Capital and Accumulated Defi
by $23 million.

Effective January 1, 2008, CenterPoint Energy astbptew guidance on accounting for deferred compiemsand postretirement ben:
aspects of endorsement spligHlar life insurance arrangements which requiresht€rPoint Energy to recognize the effect of immatatior
through a cumulative effect adjustment to retaieachings or other components of equity as of thgnnéng of the year of adoption. CenterP
Energy calculated the impact as negligible at thee tof adoption on January 1, 2008. During 2008nt€rPoint Energy determined that
adoption calculation had omitted the impact thatréasing future premium costs would have on thiillig and, therefore, it recorded a
cumulative effect adjustment a $15 million correntito decrease investment in subsidiaries and aseraccumulated deficit as of Janual
2008. The effect of the correction is not matet@alCenterPoint Energy’previously issued financial statements and didafiect CenterPoil
Energy’s results of operations or cash flows.

(3) Derivatives.In December 2007 and January 2008, CenterPointgireattered into treasury rate lock derivative imstents (treasury re
locks) having an aggregate notional amount of $80llon and a weighted-average locked U.S. treasatg on teryear debt of 4.05%. The
treasury rate locks were executed to hedge thgeany.S. treasury rate expected to be used imgrig300 million of fixedrate debt CenterPo
Energy planned to issue in 2008, because changd®it.S treasury rate would cause variability ient@rPoint Energyg’ forecasted intere
payments. These treasury rate lock derivatives westgnated as cash flow hedges. Accordingly, lizezhgains and losses associated witt
treasury rate lock derivative instruments were réded as a component of accumulated other comprigteeimeome. In May 2008, CenterPc
Energy settled its treasury rate locks for a paynoér7 million. The $7 million loss recognized upsettlement of the treasury rate locks
recorded as a component of accumulated other cdrapséve loss and will be recognized as a compoofeinterest expense over the tgear life
of the related $300 million senior notes issuedlay 2008. Amortization of amounts deferred in acolated other comprehensive loss for
years ended December 31, 2008 and 2009 was less$thmillion. During the years ended December 3)72and 2008, CenterPoint Ene
recognized a loss of $2 million and $5 million, pestively, for these treasury rate locks in accatad other comprehensive loss. Ineffective
for the treasury rate locks was not material dutirggyears ended December 31, 2007 and 2008.
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(4) Capital StockDuring the year ended December 31, 2009, CentetrEmiergy received net proceeds of approximately0$aalion from
the issuance of 24.2 million common shares in atleamritten public offering, net proceeds of $148lion from the issuance of 14.3 milli
common shares through a continuous offering progmnteeds of approximately $57 million from théesaf approximately 4.9 million comm
shares to CenterPoint Energydefined contribution plan and proceeds of appnaxely $15 million from the sale of approximately illion
common shares to participants in CenterPoint Erfigggyhanced dividend reinvestment plan.

(5) Long-term DebtAs of December 31, 2009, CenterPoint Energy habarmowings and approximately $27 million of outstang letters ¢
credit under its $1.2 billion credit facility. CemPoint Energy had no commercial paper outstandingecember 31, 2009. CenterPoint En
was in compliance with all covenants as of Decen3de2009.

CenterPoint Energyg’ $1.2 billion credit facility has a first drawn stoof the London Interbank Offered Rate (LIBOR)9Bb5 basis poin
based on CenterPoint Energycurrent credit ratings. An additional utilizatiee of 5 basis points applies to borrowings ametimore than 50
of the facility is utilized. The spread to LIBORdithe utilization fee fluctuate based on the boeosvcredit rating. The facility contains a d
(excluding transition and system restoration bortd®)arnings before interest, taxes, depreciati@hamortization (EBITDA) covenant (as th
terms are defined in the facility). Such covenaasuwnodified twice in 2008 to provide additional lelpacity. The second modification wa
provide debt capacity pending the financing of eystrestoration costs following Hurricane lke. Thabdification was terminated w
CenterPoint Houstor’issuance of bonds to securitize such costs irehber 2009. In February 2010, CenterPoint Energgraled its crec
facility to modify the financial ratio covenant &low for a temporary increase of the permittedoratf debt (excluding transition and syst
restoration bonds) to EBITDA from 5 times to Srads if CenterPoint Houston experiences damage &oratural disaster in its service terri
and CenterPoint Energy certifies to the administeatigent that CenterPoint Houston has incurretesysestoration costs reasonably likel
exceed $100 million in a calendar year, all or périvhich CenterPoint Houston intends to seek tmver through securitization financing. S
temporary increase in the financial ratio covenaotlld be in effect from the date CenterPoint Enedgljvers its certification until the earliest
occur of (i) the completion of the securitizatianaincing, (ii) the first anniversary of CenterPolfrtergys certification or (iii) the revocation
such certification.

CenterPoint Energy’s maturities of lomgrm debt, excluding the ZENS obligation, are $48llion in 2010 and $19 million in 2011. The
are no maturities of lonterm debt in 2012, 2013 and 2014. Maturities in@Bitlude $290 million of pollution control bondssued on behalf
CenterPoint Energy which were purchased by CenietrEoergy in January 2010.

(6) Guaranties.CenterPoint Energy Services, Inc. (CES) providesprehensive natural gas sales and services totiadEnd commercii
customers. In order to hedge their exposure toraktgas prices, CES has entered standard purchabesae agreements with varis
counterparties. CenterPoint Energy has guaranteedayment obligations of CES under certain ofdlegreements, typically for oryear terms
As of December 31, 2009, CenterPoint Energy hadaguieed $13 million under these agreements.

In September 2009, CenterPoint Energy Field Sesyite. (CEFS), an indirect whollywned subsidiary of CenterPoint Energy, enterea
long-term agreements with an indirect wholly-owrgdsidiary of EnCana Corporation (EnCana) and dirant wholly-owned subsidiary
Royal Dutch Shell plc (Shell) to provide gatheramyg treating services for their natural gas pradadrom certain Haynesville Shale and Bos
Shale formations in Louisiana. CEFS also acquioéutly-owned gathering facilities from EnCana and SheD@Soto and Red River parishe
northwest Louisiana. Each of the agreements imdwatreage dedication and volume commitments faichMBEFS has rights to gather Shell’
and EnCana’s natural gas production from the déslicareas.

In connection with the agreements, CEFS commeneagtegng and treating services utilizing the acegiifacilities. CEFS is expanding
acquired facilities in order to gather and treattaZ00 million cubic feet (MMcf) per day of naturgas. If EnCana or Shell elect, CEFS
further expand the facilities in order to gathed @reat additional future volumes. CenterPoint ggdras guaranteed to fund CEFRgbligations
including the initial expansion of the facilitiasnder these long-term agreements. CenterPoint Ereeimjtial guarantee is for $200 million to b
Shell and EnCana ($400 million total), howeverdheount of the guarantee could increase if the
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facilities are expanded or additional services atded. The amount of the guarantee reduces tan#ib®n upon completion of the gatheri
system.

(7) Non-cash transactionduring 2008, CenterPoint Energy reduced its payabdesubsidiaries, with no net asset restrictidnys $43(
million with a corresponding reduction in investrhénsubsidiaries.
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CENTERPOINT ENERGY, INC.

SCHEDULE Il -VALUATION AND QUALIFYING ACCOUNTS

For the Three Years Ended December 31, 2009

Column A Column C Column D Column E
Additions
Charged to Deductions Balance at
Other From End of
Description Accounts Reserves (2) Period
(In millions)
Year Ended December 31, 20(
Accumulated provisions
Uncollectible accounts receivak 36 $ - $ 47 $ 24
Deferred tax asset valuation allowar - - - 5
Year Ended December 31, 20(
Accumulated provisions
Uncollectible accounts receivak 54 $ 3 $ 60 $ 35
Deferred tax asset valuation allowal ) 12w - 5
Year Ended December 31, 20(
Accumulated provisions
Uncollectible accounts receivak 45 $ - $ 40 $ 38
Deferred tax asset valuation allowat 4 - - 18

(1) The 2008 change to the deferred tax asset valuatiowance charged to other accounts represenedaction equal to the relat
deferred tax asset reduction in 2008 fonreasurement of state tax attributes, net of fedasabenefit. A full valuation allowance °

this deferred tax asset was established in pricoge.

(2) Deductions from reserves represent losses or egpeios which the respective reserves were credtethe case of the uncollectil
accounts reserve, such deductions are net of reesva amounts previously written o
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SIGNATURES

Pursuant to the requirements of Section 13 or 16{dhe Securities Exchange Act of 1934, the regithas duly caused this report tc
signed on its behalf by the undersigned, theredntp authorized, in the City of Houston, the Statdexas, on the 26th day of February, 2010.

CENTERPOINT ENERGY, INC.
(Registrant’

By: /s/ David M. McClanaha
David M. McClanahai
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpihe following persons on behalf
the registrant and in the capacities indicated ebriary 26, 2010.

Signature Title
/s/ DAVID M. MCCLANAHAN President, Chief Executive Officer and
David M. McClanahai Director (Principal Executive Officer and Direct
/sl _GARY L. WHITLOCK Executive Vice President and Chief
Gary L. Whitlock Financial Officer (Principal Financial Office
/sl WALTER L. FITZGERALD Senior Vice President and Chief
Walter L. Fitzgeralc Accounting Officer (Principal Accounting Office
/s _MILTON CARROLL Chairman of the Board of Directors
Milton Carroll
/s/ DONALD R. CAMPBELL Director
Donald R. Campbe
/s/ DERRILL CODY Director
Derrill Cody
/sl O. HOLCOMBE CROSSWELLI Director

O. Holcombe Crosswe

/s/ MICHAEL P. JOHNSOM Director
Michael P. Johnso

/s/_JANIECE M. LONGORIA Director
Janiece M. Longori

/s THOMAS F. MADISON Director
Thomas F. Madiso

/s/ ROBERT T. CCONNELL Director
Robert T. C Connell

/s/ SUSAN O. RHENE\ Director
Susan O. Rhene

/s MICHAEL E. SHANNON Director
Michael E. Shanno

/s/ PETER S. WAREINC Director
Peter S. Warein

/sl SHERMAN M. WOLFF Director
Sherman M. Wolf
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CENTERPOINT ENERGY, INC.

EXHIBITS TO THE ANNUAL REPORT ON FORM 10-K
For Fiscal Year Ended December 31, 2009

INDEX OF EXHIBITS

Exhibits included with this report are designatgdabcross (T); all exhibits not so designated noriporated herein by reference to a |
filing as indicated. Exhibits designated by an dske(*) are management contracts or compensattanyspor arrangements required to be file
exhibits to this Form 10-K by Item 601(b)(10)(inf Regulation SK. CenterPoint Energy has not filed the exhibitsl @chedules to Exhibit
CenterPoint Energy hereby agrees to furnish supgi¢atly a copy of any schedule omitted from Exhibtb the SEC upon request.

The agreements included as exhibits are includédtorprovide information to investors regardingithterms. The agreements listed be
may contain representations, warranties and ottwetigions that were made, among other things, e@ige the parties thereto with specified ri
and obligations and to allocate risk among therd, sarch agreements should not be relied upon agittding or providing any factual disclosu
about us, any other persons, any state of affaiocsheer matters.

SEC File or
Exhibit Registration Exhibit
Number Description Report or Registration Statement Number Reference

2 -Transaction Agreement dated July 21, 2004 amddgnterPoint Energy’s Form 8-K dated  1-31447 10.1
CenterPoint Energy, Utility Holding, LLC, NN July 21, 2004
Houston Sub, Inc., Texas Genco Holdings, Inc.
("Texas Genco"), HPC Merger Sub, Inc. and GC
Power Acquisition LLC

3(a) -Restated Articles of Incorporation of CeR@nt  CenterPoint Energy’s Form 8-K dated Julyi-31447 3.2
Energy 24,2008

3(b) -Amended and Restated Bylaws of CenterPoint CenterPoint Energy’s Form 8-K dated  1-31447 3.1
Energy January 20, 2010

4(a) -Form of CenterPoint Energy Stock Certificate  CenterPoint Energy’s Registration 333-69502 4.1

Statement on Form S-4

4(b) -Rights Agreement dated January 1, 2002, &etw CenterPoint Energy’s Form 10-K for the 1-31447 4.2
CenterPoint Energy and JPMorgan Chase Bank,yasr ended December 31, 2001
Rights Agent

4(c) -Contribution and Registration Agreement date CenterPoint Energy’s Form 10-K for the 1-31447 4.3
December 18, 2001 among Reliant Energy, year ended December 31, 2001
CenterPoint Energy and the Northern Trust
Company, trustee under the Reliant Energy,
Incorporated Master Retirement Trust

4(d)(1) -Mortgage and Deed of Trust, dated Novenihe HL&P’s Form S7 filed on August 25, 197 2-59748 2(b)

1944 between Houston Lighting and Power
Company ("HL&P") and Chase Bank of Texas,
National Association (formerly, South Tex
Commercial National Bank of Houston), as
Trustee, as amended and supplemented by 20
Supplemental Indentures thereto
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4(d)(2) -Twenty-First through Fiftieth Supplemédnta HL&P’s Form 10-K for the year ended  1-3187 4(a)(2)
Indentures to Exhibit 4(d)(1) December 31, 1989
4(d)(3) -Fifty-First Supplemental Indenture to Ebih4(d) HL&P’s Form 10-Q for the quarter ended 1-3187 4(a)
(1) dated as of March 25, 1991 June 30, 1991
4(d)(4) -Fifty-Second through Fifty-Fifth Supplentel HL&P’s Form 10-Q for the quarter ended 1-3187 4

Indentures to Exhibit 4(d)(1) each dated as of March 31, 1992
March 1, 1992

4(d)(5) -Fifty-Sixth and Fifty-Seventh Supplemdnta HL&P’s Form 10-Q for the quarter ended 1-3187 4
Indentures to Exhibit 4(d)(1) each dated as of September 30, 1992
October 1, 1992

4(d)(6) -Fifty-Eighth and Fifty-Ninth Supplemental HL&P’s Form 10-Q for the quarter ended 1-3187 4
Indentures to Exhibit 4(d)(1) each dated as of March 31, 1993
March 1, 1993

4(d)(7) -Sixtieth Supplemental Indenture to Exhit{d)(1) HL&P’s Form 10-Q for the quarter ended 1-3187 4
dated as of July 1, 1993 June 30, 1993
4(d)(8) -Sixty-First through Sixty-Third Supplentah HL&P’s Form 10-K for the year ended  1-3187 4(a)(8)

Indentures to Exhibit 4(d)(1) each dated as of December 31, 1993
December 1, 1993

4(d)(9) -Sixty-Fourth and Sixty-Fifth Supplemental HL&P’s Form 10-K for the year ended  1-3187 4(a)(9)
Indentures to Exhibit 4(d)(1) each dated as of December 31, 1995
July 1, 1995

4(e)(1) -General Mortgage Indenture, dated as of CenterPoint Houston’s Form 10-Q for the 1-3187 4()(2)

October 10, 2002, between CenterPoint Energy quarter ended September 30, 2002
Houston Electric, LLC and JPMorgan Chase Bank,

as Trustee

4(e)(2) -Second Supplemental Indenture to ExHi@@)(1), CenterPoint Houston’s Form 10- Q for thel-3187 4()(3)
dated as of October 10, 2002 quarter ended September 30, 2002

4(e)(3) -Third Supplemental Indenture to Exhilfig1),  CenterPoint Houston’s Form 10-Q for the 1-3187 4()(4)
dated as of October 10, 2002 quarter ended September 30, 2002

4(e)(4) -Fourth Supplemental Indenture to Exhil§e)(1), CenterPoint Houston’s Form 10- Q for thel-3187 4(j)(5)
dated as of October 10, 2002 quarter ended September 30, 2002

4(e)(5) -Fifth Supplemental Indenture to Exhik(ig}1), CenterPoint Houston’s Form 10-Q for the 1-3187 4(j)(6)
dated as of October 10, 2002 quarter ended September 30, 2002

4(e)(6) -Sixth Supplemental Indenture to Exhil§eg41), CenterPoint Houston’s Form 10-Q for the 1-3187 44)(7)
dated as of October 10, 2002 quarter ended September 30, 2002
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-Seventh Supplemental Indenture to ExHif@)(1), CenterPoint Houston’s Form 10-Q for the 1-3187

dated as of October 10, 2002 quarter ended September 30, 2002

-Eighth Supplemental Indenture to Exhil§#)(1), CenterPoint Houston’s Form 10-Q for the 1-3187
dated as of October 10, 2002 quarter ended September 30, 2002

-Officer’s Certificates dated October 2002 CenterPoint Energy’s Form 10-K for the 1-31447

setting forth the form, terms and provisions of thezear ended December 31, 2003
First through Eighth Series of General Mortgage
Bonds

Ninth Supplemental Indenture to Exhibit 4(e)(  CenterPoint Energy’s Form 10-K for the

dated as of November 12, 2002 year ended December 31, 2002

-Officer’s Certificate dated November 2003 CenterPoint Energy’s Form 10-K for the

setting forth the form, terms and provisions of thezear ended December 31, 2003
Ninth Series of General Mortgage Bor

-Tenth Supplemental Indenture to Exhii)(1), CenterPoint Energy’s Form 8-K dated
dated as of March 18, 2003 March 13, 2003

-Officer’s Certificate dated March 18 030setting CenterPoint Energy’s Form 8-K dated
forth the form, terms and provisions of the TenthMarch 13, 2003

Series and Eleventh Series of General Mortgage

Bonds

-Eleventh Supplemental Indenture to EixHife) CenterPoint Energy’s Form 8-K dated
(1), dated as of May 23, 2003 May 16, 2003

-Officer’s Certificate dated May 23, 208&ting CenterPoint Energy’s Form 8-K dated
forth the form, terms and provisions of the TwelftMay 16, 2003
Series of General Mortgage Bonds

-Twelfth Supplemental Indenture to Exhi{e)(1), CenterPoint Energy’s Form 8-K dated
dated as of September 9, 2003 September 9, 2003

-Officer’s Certificate dated Septembe2@)3 CenterPoint Energy’s Form 8-K dated
setting forth the form, terms and provisions of the&september 9, 2003
Thirteenth Series of General Mortgage Bonds

-Thirteenth Supplemental Indenture toikitt(e) CenterPoint Energy’s Form 10-K for the

(1), dated as of February 6, 2004 year ended December 31, 2005

-Officer’s Certificate dated February2604 setting CenterPoint Energy’s Form 10-K for the

forth the form, terms and provisions of the year ended December 31, 2005
Fourteenth Series of General Mortgage Bonds
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-Fourteenth Supplemental Indenture toiliikd(e) CenterPoint Energy’s Form 10-K for the 1-31447
(1), dated as of February 11, 2004 year ended December 31, 2005

-Officer’s Certificate dated February 2004 CenterPoint Energy’s Form 10-K for the 1-31447
setting forth the form, terms and provisions of thegear ended December 31, 2005
Fifteenth Series of General Mortgage Bonds

-Fifteenth Supplemental Indenture to Bithd(e)  CenterPoint Energy’s Form 10-K for the 1-31447
(1), dated as of March 31, 2004 year ended December 31, 2005

-Officer’s Certificate dated March 31020setting CenterPoint Energy’s Form 10-K for the 1-31447
forth the form, terms and provisions of the year ended December 31, 2005
Sixteenth Series of General Mortgage Bonds

-Sixteenth Supplemental Indenture to Bixli(e) CenterPoint Energy’s Form 10-K for the 1-31447
(1), dated as of March 31, 2004 year ended December 31, 2005

-Officer’s Certificate dated March 31020setting CenterPoint Energy’s Form 10-K for the 1-31447
forth the form, terms and provisions of the year ended December 31, 2005
Seventeenth Series of General Mortgage Bonds

-Seventeenth Supplemental Indenture todibd  CenterPoint Energy’s Form 10-K for the 1-31447
(e)(1), dated as of March 31, 2004 year ended December 31, 2005

-Officer’s Certificate dated March 31020setting CenterPoint Energy’s Form 10-K for the 1-31447
forth the form, terms and provisions of the year ended December 31, 2005
Eighteenth Series of General Mortgage Bonds

Nineteenth Supplemental Indenture to Exhibit CenterPoint Energy’s Form 8-K dated  1-31447
(1), dated as of November 26, 2008 November 25, 200

-Officer’s Certificate date November 2608 CenterPoint Energy’s Form 8-K dated  1-31447
setting forth the form, terms and provisions of theNovember 25, 200
Twentieth Series of General Mortgage Bonds

-Twentieth Supplemental Indenture to Bithi(e) CenterPoint Houston’s Form 8-K dated 1-3187
(1), dated as of December 9, 2008 January 6, 2009

-Twenty-First Supplemental Indenture it 4 CenterPoint Energy’s Form 10-K for the 1-31447
(e)(1), dated as of January 9, 2009 year ended December 31, 2008

-Officer’s Certificate date January 20092 setting CenterPoint Energy’s Form 10-K for the 1-31447

forth the form, terms and provisions of the Twentyear ended December 31, 2008
First Series of General Mortgage Bonds
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-Indenture, dated as of February 1, 1988ween CERC Corp.’s Form 8-K dated February 51-13265
Reliant Energy Resources Corp. ("RERC Corp.")1998
and Chase Bank of Texas, National Association, as
Trustee

-Supplemental Indenture No. 1 to Exhikif)@L), CERC Corp.’s Form 8-K dated 1-13265
dated as of February 1, 1998, providing for the November 9, 199

issuance of RERC Corp.’s 6 1/2% Debentures due

February 1, 2008

-Supplemental Indenture No. 2 to Exhilf)@), CERC Corp.’s Form 8-K dated 1-13265
dated as of November 1, 1998, providing for the November 9, 199

issuance of RERC Corp.’s 6 3/8% Term Enhanced

ReMarketable Securities

-Supplemental Indenture No. 3 to Exhilf)@), CERC Corp.’s Registration Statement on 333-49162
dated as of July 1, 2000, providing for the isseanEorm S-4
of RERC Corp.’s 8.125% Notes due 2005

-Supplemental Indenture No. 4 to Exhilf)@), CERC Corp.’s Form 8-K dated 1-13265
dated as of February 15, 2001, providing for the February 21, 2001
issuance of RERC Corp.’s 7.75% Notes due 2011

-Supplemental Indenture No. 5 to Exhilf)@), CenterPoint Energy’s Form 8-K dated  1-31447
dated as of March 25, 2003, providing for the  March 18, 2003

issuance of CenterPoint Energy Resources Corp.’s

("CERC Corp.’s") 7.875% Senior Notes due 2013

-Supplemental Indenture No. 6 to Exhilf)@), CenterPoint Energy’s Form 8-K dated  1-31447
dated as of April 14, 2003, providing for the April 7, 2003

issuance of CERC Corp.’s 7.875% Senior Notes

due 2013

-Supplemental Indenture No. 7 to Exhikif)@L), CenterPoint Energy’s Form 8-K dated 1-31447
dated as of November 3, 2003, providing for the October 29, 2003

issuance of CERC Corp.’s 5.95% Senior Notes due

2014

-Supplemental Indenture No. 8 to Exhik(if)@L), CenterPoint Energy’s Form 10-K for the 1-31447
dated as of December 28, 2005, providing for a year ended December 31, 2005

modification of CERC Corp.’s 6 1/2% Debentures

due 2008

-Supplemental Indenture No. 9 to Exhifif)(1), CenterPoint Energy’s Form 10-Q for the 1-31447
dated as of May 18, 2006, providing for the guarter ended June 30, 2006

issuance of CERC Corp.’s 6.15% Senior Notes due

2016
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4(f)(11) -Supplemental Indenture No. 10 to Exhidf)(1), CenterPoint Energy’s Form 10-K for the 1-31447 4(H)(11)

dated as of February 6, 2007, providing for the year ended December 31, 2006
issuance of CERC Corp.’s 6.25% Senior Notes due
2037

4(f)(12) -Supplemental Indenture No. 11 to Exhid{f)(1)  CenterPoint Energy’s Form 10-Q for the 1-31447 4.8
dated as of October 23, 2007, providing for the quarter ended September 30, 2007
issuance of CERC Corp.’s 6.125% Senior Notes
due 2017

4(f)(13) -Supplemental Indenture No. 12 to Exhif)(1)  CenterPoint Energy’s Form 10-Q for the 1-31447 4.9
dated as of October 23, 2007, providing for the quarter ended June 30, 2008
issuance of CERC Corp.’s 6.625% Senior Notes
due 2037

4(f)(14) -Supplemental Indenture No. 13 to Exhif)(1)  CenterPoint Energy’s Form 10-Q for the 1-31447 4.9
dated as of May 15, 2008, providing for the quarter ended June 30, 2008
issuance of CERC Corp.’s 6.00% Senior Notes due

2018

4(9)(1) -Indenture, dated as of May 19, 2003, ket CenterPoint Energy’s Form 8-K dated 1-31447 4.1
CenterPoint Energy and JPMorgan Chase Bank,Nay 19, 2003
Trustee

4(9)(2) -Supplemental Indenture No. 1 to Exhilfgl), CenterPoint Energy’s Form 8-K dated  1-31447 4.2

dated as of May 19, 2003, providing for the May 19, 2003
issuance of CenterPoint Energy’s 3.75%
Convertible Senior Notes due 2023

4(9)(3) -Supplemental Indenture No. 2 to Exhilfg)4l), CenterPoint Energy’s Form 8-K dated 1-31447 4.3
dated as of May 27, 2003, providing for the May 19, 2003
issuance of CenterPoint Energy’s 5.875% Senior
Notes due 2008 and 6.85% Senior Notes due

4(g)(4) -Supplemental Indenture No. 3 to Exhilfg)4l), CenterPoint Energy’s Form 8-K dated 1-31447 4.2
dated as of September 9, 2003, providing for theSeptember 9, 2003
issuance of CenterPoint Energy’s 7.25% Senior
Notes due 201

4(9)(5) -Supplemental Indenture No. 4 to Exhilfgl), CenterPoint Energy’s Form 8-K dated  1-31447 4.2
dated as of December 17, 2003, providing for thédecember 10, 2003
issuance of CenterPoint Energy’s 2.875%
Convertible Senior Notes due 2024

4(g)(6) -Supplemental Indenture No. 5 to Exhilfgl), CenterPoint Energy’s Form 8-K dated  1-31447 4.1
dated as of December 13, 2004, as supplementedecember 9, 2004
by Exhibit 4(g)(5), relating to the issuance of
CenterPoint Energy’s 2.875% Convertible Senior
Notes due 202
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4(9)(7) -Supplemental Indenture No. 6 to Exhilfgl),  CenterPoint Energy’s Form 10-K for the 1-31447 4(9)(7)

dated as of August 23, 2005, providing for the year ended December 31, 2005
issuance of CenterPoint Energy’s 3.75%
Convertible Senior Notes, Series B due 2023

4(g)(8) -Supplemental Indenture No. 7 to Exhilfg)4l),  CenterPoint Energy’s Form 10-K for the 1-31447 4(g)(8)
dated as of February 6, 2007, providing for the year ended December 31, 2006
issuance of CenterPoint Energy’s 5.95% Senior
Notes due 201

4(9)(9) -Supplemental Indenture No. 8 to Exhilfgl), CenterPoint Energy’s Form 10-Q for the 1-31447 4.7
dated as of May 5, 2008, providing for the issue quarter ended June 30, 2008
of CenterPoint Energy’s 6.50% Senior Notes due

2018

4(h)(1) -Subordinated Indenture dated as of Seip¢erh,  Reliant Energy’s Form 8-K dated 1-3187 4.1
1999 September 1, 1999

4(h)(2) -Supplemental Indenture No. 1 dated as of Reliant Energy’s Form 8-K dated 1-3187 4.2

September 1, 1999, between Reliant Energy andSeptember 15, 1999
Chase Bank of Texas (supplementing Exhibit 4(h)

(1) and providing for the issuance Reliant Energy’s

2% Zero-Premium Exchangeable Subordinated

Notes Due 202¢

4(h)(3) -Supplemental Indenture No. 2 dated as of CenterPoint Energy’s Form 8-K12B dated1-31447 4(e)
August 31, 2002, between CenterPoint Energy, August 31, 2002
Reliant Energy and JPMorgan Chase Bank
(supplementing Exhibit 4(h)(1))

4(h)(4) -Supplemental Indenture No. 3 dated as of CenterPoint Energy’s Form 10-K for the 1-31447 4(h)(4)
December 28, 2005, between CenterPoint Energgear ended December 31, 2005
Reliant Energy and JPMorgan Chase Bank
(supplementing Exhibit 4(h)(1))

4(i)(1) -$1,200,000,000 Second Amended and Raktate CenterPoint Energy’s Form 10-Q for the 1-31447 4.3
Credit Agreement dated as of June 29, 2007, quarter ended June 30, 2007
among CenterPoint Energy, as Borrower, and the
banks named therein

4(i)(2) -First Amendment to Exhibit 4(i)(1), dated of CenterPoint Energy’s Form 10-Q for the 1-31447 4.4
August 20, 2008, among CenterPoint Energy, asquarter ended September 30, 2008
Borrower, and the banks named therein

4(i)(3) -Second Amendment to Exhibit 4(i)(1), dhtes of CenterPoint Energy’s Form 8-K dated  1-31447 4.1

November 18, 2008, among CenterPoint Energ November 18, 200
Borrower, and the banks named therein

131




Table of Content

4(i)(4)

4()(1)

4()(2)

4(k)

4()

WPD-6

Screening Data Part 1 of 2

Page 3039 of 9808
-Third Amendment to Exhibit 4(i)(1), dated of CenterPoint Energy’s Form 8-K dated 1-31447
February 5, 2010, among CenterPoint Energy, agebruary 5, 2010
Borrower, and the banks named therein

-$300,000,000 Second Amended and Restated CenterPoint Energy’s Form 10-Q for the 1-31447
Credit Agreement dated as of June 29, 2007, quarter ended June 30, 2007

among CenterPoint Houston, as Borrower, and the

banks named therein

-First Amendment to Exhibit 4(j)(1), dated of CenterPoint Energy’s Form 8-K dated 1-31447
November 18, 2008, among CenterPoint Hous November 18, 200
as Borrower, and the banks named therein

-$950,000,000 Second Amended and Restated CenterPoint Energy’s Form 10-Q for the 1-31447
Credit Agreement dated as of June 29, 2007, quarter ended June 30, 2007

among CERC Corp., as Borrower, and the banks

named therein

-$600,000,000 Credit Agreement dated as of CenterPoint Energy’s Form 8-K dated  1-31447
November 25, 2008, among CenterPoint Hous November 25, 200
as Borrower, and the banks named therein

4.1

4.4

4.2

4.5

4.1

Pursuant to Item 601(b)(4)(iii)(A) of Regulationk$-CenterPoint Energy has not filed as exhibitghis Form 10-K certain longerm dekb
instruments, including indentures, under which tibial amount of securities authorized does not estcE0% of the total assets of CenterF
Energy and its subsidiaries on a consolidated b&siaterPoint Energy hereby agrees to furnish & od@any such instrument to the SEC u

request.
SEC File or
Exhibit Registration Exhibit
Number Description Report or Registration Statement Number Reference
*10(a) -CenterPoint Energy Executive Benefits Pk CenterPoint Energy’s Form 10-Q for the 1-31447 10.4
amended and restated effective June 18, 2003 quarter ended September 30, 2003
*10(b)(1) Executive Incentive Compensation Plan of Hou HI's Form 10-K for the year ended 1-7629 10(b)
Industries Incorporated ("HI") effective as of December 31, 1991
January 1, 1982
*10(b)(2) +irst Amendment to Exhibit 10(b)(1) effective a: HI's Form 10-Q for the quarter ended 1-7629 10(a)
March 30, 1992 March 31, 1992
*10(b)(3) Second Amendment to Exhibit 10(b)(1) effectivi HI's Form 10-K for the year ended 1-7629 10(b)
of November 4, 1992 December 31, 1992
*10(b)(4) -Third Amendment to Exhibit 10(b)(1) efftive as HI's Form 10-K for the year ended 1-7629 10(b)(4)
of September 7, 1994 December 31, 1994
*10(b)(5) -Fourth Amendment to Exhibit 10(b)(1fexdtive as HI's Form 10-K for the year ended 1-3187 10(b)(5)
of August 6, 1997 December 31, 1997
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*10(c)(1) -Executive Incentive Compensation Plambas HI's Form 10-K for the year ended 1-7629 10(b)
amended and restated on January 1, 1991 December 31, 1990

*10(c)(2) First Amendment to Exhibit 10(c)(1) effective a« HI's Form 10-K for the year ended 1-7629 10(H)(2)
January 1, 1991 December 31, 1991

*10(c)(3) Second Amendment to Exhibit 10(c)(1) effectivi HI's Form 10-Q for the quarter ended 1-7629 10(d)
of March 30, 1992 March 31, 1992

*10(c)(4) -Third Amendment to Exhibit 10(c)(1) efftive as HI's Form 10-K for the year ended 1-7629 10(f)(4)
of November 4, 1992 December 31, 1992

*10(c)(5) -Fourth Amendment to Exhibit 10(c)(1fedtive as HI's Form 10-K for the year ended 1-7629 10(H(5)
of January 1, 1993 December 31, 1992

*10(c)(6) -Fifth Amendment to Exhibit 10(c)(1) efftive in  HI's Form 10-K for the year ended 1-7629 10(f)(6)
part, January 1, 1995, and in part, September 7, December 31, 1994
1994

*10(c)(7) -Sixth Amendment to Exhibit 10(c)(1) efive as HI's Form 10-Q for the quarter ended 1-7629 10(a)
of August 1, 1995 June 30, 1995

*10(c)(8) -Seventh Amendment to Exhibit 10(c)(ffeetive  HI's Form 10-Q for the quarter ended 1-7629 10(a)
as of January 1, 1996 June 30, 1996

*10(c)(9) -Eighth Amendment to Exhibit 10(c)(1fedtive as HI's Form 10-Q for the quarter ended 1-7629 10(a)
of January 1, 1997 June 30, 1997

*10(c)(10) Ninth Amendment to Exhibit 10(c)(1) effective  HI's Form 10-K for the year ended 1-3187 10(f)(10)
part, January 1, 1997, and in part, January 1, 198%cember 31, 1997

*10(d) -Benefit Restoration Plan of HI effective af HI's Form 10-Q for the quarter ended 1-7629 10(c)
June 1, 1985 March 31, 1987

*10(e) -Benefit Restoration Plan of HI as amendead HI's Form 10-K for the year ended 1-7629 10(0)(2)
restated effective as of January 1, 1988 December 31, 1991

*10(f)(2) -Benefit Restoration Plan of HI, as arded and HI's Form 10-K for the year ended 1-7629 10(9)(3)
restated effective as of July 1, 1991 December 31, 1991

*10(f)(2) -First Amendment to Exhibit 10(f)(1) efftive in  HI's Form 10-K for the year ended 1-3187 10(3i)(2)

part, August 6, 1997, in part, September 3, 1997December 31, 1997
and in part, October 1, 1997
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*10(f)(3) -Third Amendment to Exhibit 10(f)(1) efttive as CenterPoint Energy’s Form 8-K dated 1-31447 10.2
of January 1, 2008 December 22, 2008

*10(g) -CenterPoint Energy Benefit RestorationnPla CenterPoint Energy’s Form 8-K dated  1-31447 10.1
effective as of January 1, 2008 December 22, 2008

*10(h)(2) -HI 1995 Section 415 Benefit Restorat®lan CenterPoint Energy’s Form 10-K for the 1-31447 10(h)(1)
effective August 1, 1995 year ended December 31, 2008

*10(h)(2) +irst Amendment to Exhibit 10(h)(1) effective a: CenterPoint Energy’s Form 10-K for the 1-31447 10(h)(2)
August 1, 1995 year ended December 31, 2008

*10(i) -CenterPoint Energy 1985 Deferred Compensat CenterPoint Energy’s Form 10-Q for the 1-31447 10.1
Plan, as amended and restated effective Januarytarter ended September 30, 2003
2003

*10(j)(1) -Reliant Energy 1994 Long- Term Incemiv Reliant Energy’s Form 10-Q for the quartet-3187 10.6

Compensation Plan, as amended and restated ended June 30, 2002
effective January 1, 2001

*10(j)(2) -First Amendment to Exhibit 10(j)(1),fettive CenterPoint Energy’s Form 10-K for the 1-31447 10(p)(7)
December 1, 2003 year ended December 31, 2003

*10(j)(3) -Form of NonQualified Stock Option Award Notic CenterPoint Energy’s Form 8-K dated  1-31447 10.6
under Exhibit 10(i)(1) January 25, 2005

*10(k)(1) -Savings Restoration Plan of HI effeetias of HI's Form 10-K for the year ended 1-7629 10()
January 1, 1991 December 31, 1990

*10(k)(2) +First Amendment to Exhibit 10(k)(1) effective a< HI's Form 10-K for the year ended 1-7629 10()(2)
January 1, 1992 December 31, 1991

*10(k)(3) -Second Amendment to Exhibit 10(k)(1) effectivi HI's Form 10-K for the year ended 1-3187 10(q)(3)

part, August 6, 1997, and in part, October 1, 199December 31, 1997

*10(1)(3) -Amended and Restated CenterPoint Enelryy. CenterPoint Energy’s Form 8-K dated  1-31447 10.4
1991 Savings Restoration Plan, effective as of December 22, 2008
January 1, 2008

*10(m) -CenterPoint Energy Savings RestoratiomPla  CenterPoint Energy’s Form 8-K dated  1-31447 10.3
effective as of January 1, 2008 December 22, 2008
*10(n)(1) CenterPoint Energy Outside Director Benefits F CenterPoint Energy’s Form 10-Q for the 1-31447 10.6

as amended and restated effective June 18, 200§uarter ended September 30, 2003
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*10(n)(2) +irst Amendment to Exhibit 10(n)(1) effective a: CenterPoint Energy’s Form 10-Q for the 1-31447 10.6
January 1, 2004 quarter ended June 30, 2004

*10(n)(3) CenterPoint Energy Outside Director Benefits F CenterPoint Energy’s Form 10-K for the 1-31447 10(n)(3)
as amended and restated effective December 3lyear ended December 31, 2008
2008

*10(0) -CenterPoint Energy Executive Life Insurai®lan, CenterPoint Energy’s Form 10-Q for the 1-31447 10.5
as amended and restated effective June 18, 200§uarter ended September 30, 2003

*10(p) -Employment and Supplemental Benefits HI's Form 10-Q for the quarter ended 1-7629 10(f)
Agreement between HL&P and Hugh Rice Kelly March 31, 1987

10(q)(2) -Stockholder’'s Agreement dated as of &11$995 Schedule 13-D dated July 6, 1995 5-19351 2
between Houston Industries Incorporated and 1
Warner Inc.

10(q)(2) -Amendment to Exhibit 10(q)(1) dated HI's Form 10-K for the year ended 1-7629 10(x)(4)
November 18, 199 December 31, 1996

*10(r)(1) -Houston Industries Incorporated Exeeeti HI's Form 10-K for the year ended 1-7629 10(7)

Deferred Compensation Trust effective as of December 31, 1995
December 19, 1995

*10(r)(2) +irst Amendment to Exhibit 10(r)(1) effective as HI's Form 10-Q for the quarter ended 1-3187 10
August 6, 1997 June 30, 1998
*10(s) -Letter Agreement dated May 24, 2007 betwee CenterPoint Energy’s Form 8-K dated Mayt-31447 10.1

CenterPoint Energy and Milton Carroll, Non- 31, 2007
Executive Chairman of the Board of Directors of
CenterPoint Energy

*10(t) -Reliant Energy, Incorporated and Subsiéisr CenterPoint Energy’s Form 10-K for the 1-31447 10(y)(2)
Common Stock Participation Plan for Designated/ear ended December 31, 2002
New Employees and N-Officer Employees, as
amended and restated effective January 1, 2001

*10(u)(1) -Long-Term Incentive Plan of CenterPdimergy, CenterPoint Energy’s Form 10-Q for the 1-31447 10.5
Inc. (amended and restated effective as of May Iquarter ended June 30, 2004
2004)

*10(u)(2) -First Amendment to Exhibit (u)(1), efféve CenterPoint Energy’s Form 10-Q for the 1-31447 10.5
January 1, 2007 quarter ended March 31, 2007

*10(u)(3) -Form of Non-Qualified Stock Option Awear CenterPoint Energy’s Form 8-K dated  1-31447 10.1
Agreement under Exhibit 10(u)(1) January 25, 2005
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-Form of Restricted Stock Award Agreermander CenterPoint Energy’s Form 8-K dated
Exhibit 10(u)(1) January 25, 2005

-Form of Performance Share Award undenigit  CenterPoint Energy’s Form 8-K dated
10(u)(2) January 25, 2005

-Form of Performance Share Award Agreethfer CenterPoint Energy’s Form 8-K dated
20XX-20XX Performance Cycle under Exhibit 10February 22, 2006

(@)

-Form of Restricted Stock Award Agreemm@With CenterPoint Energy’s Form 8-K dated
Performance Vesting Requirement) under ExhibiEebruary 21, 2005
10(u)(1)

-Form of Stock Award Agreement (With CenterPoint Energy’s Form 8-K dated
Performance Goal) under Exhibit 10(u)(1) February 22, 2006

-Form of Performance Share Award Agreatfer CenterPoint Energy’s Form 8-K dated
20XX - 20XX Performance Cycle under Exhibit 1Bebruary 21, 2007

(W)

-Form of Stock Award Agreement (With CenterPoint Energy’s Form 8-K dated
Performance Goal) under Exhibit 10(u)(1) February 21, 2007
-Form of Stock Award Agreement (Without CenterPoint Energy’s Form 8-K dated
Performance Goal) under Exhibit 10(u)(1) February 21, 2007

-Form of Performance Share Award Agreatrfor CenterPoint Energy’s Form 8-K dated
20XX - 20XX Performance Cycle under Exhibit 1Bebruary 20, 2008

(@)

-Form of Stock Award Agreement (With CenterPoint Energy’s Form 8-K dated
Performance Goal) under Exhibit 10(u)(1) February 20, 2008

1-31447

1-31447

1-31447

1-31447

1-31447

1-31447

1-31447

1-31447

1-31447

1-31447

-Master Separation Agreement entered astof Reliant Energy’s Form 10-Q for the quartet-3187

December 31, 2000 between Reliant Energy, ended March 31, 2001
Incorporated and Reliant Resources, Inc.

First Amendment to Exhibit 10(v)(1) effective as CenterPoint Energy’s Form 10-K for the 1-31447

February 1, 2003 year ended December 31, 2002

-Employee Matters Agreement, entered ag@f  Reliant Energy’s Form 10-Q for the quartet-3187

December 31, 2000, between Reliant Energy, ended March 31, 2001
Incorporated and Reliant Resources, Inc.
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10(v)(4) -Retail Agreement, entered into as of &@aber 31, Reliant Energy’s Form 10-Q for the quartet-3187 10.6

2000, between Reliant Energy, Incorporated andended March 31, 2001
Reliant Resources, Inc.

10(v)(5) -Tax Allocation Agreement, entered insocd Reliant Energy’s Form 10-Q for the quartet-3187 10.8
December 31, 2000, between Reliant Energy, ended March 31, 2001
Incorporated and Reliant Resources, Inc.

10(w)(2) Separation Agreement entered into as of Augus CenterPoint Energy’s Form 10-K for the 1-31447 10(cc)(2)
2002 between CenterPoint Energy and Texas year ended December 31, 2002
Genco

10(w)(2) -Transition Services Agreement, datedfas CenterPoint Energy’s Form 10-K for the 1-31447 10(cc)(2)

August 31, 2002, between CenterPoint Energy apelar ended December 31, 2002
Texas Genco

10(w)(3) -Tax Allocation Agreement, dated as ofghiat 31, CenterPoint Energy’s Form 10-K for the 1-31447 10(cc)(3)
2002, between CenterPoint Energy and Texas year ended December 31, 2002
Genco

*10(X) -Retention Agreement effective October 2801  Reliant Energy’s Form 10-K for the year 1-3187 10(jj)

between Reliant Energy and David G. Tees ended December 31, 2001

*10(y) -Retention Agreement effective October 2601  Reliant Energy’s Form 10-K for the year 1-3187 10(kk)
between Reliant Energy and Michael A. Reed ended December 31, 2001

*10(2) Non-Qualified Unfunded Executive SupplementalCenterPoint Energy’s Form 10-K for the 1-31447 10(g9)
Income Retirement Plan of Arkla, Inc. effective agear ended December 31, 2002
of August 1, 1983

*10(aa)(1) -Deferred Compensation Plan for Diresiaf CenterPoint Energy’s Form 10-K for the 1-31447 10(hh)(2)
Arkla, Inc. effective as of November 10, 1988 year ended December 31, 2002

*10(aa)(2) -First Amendment to Exhibit 10(aa)(ffeetive as CenterPoint Energy’s Form 10-K for the 1-31447 10(hh)(2)
of August 6, 1997 year ended December 31, 2002

*10(bb)(1) -CenterPoint Energy, Inc. Deferred Camgation CenterPoint Energy’s Form 10-Q for the 1-31447 10.2
Plan, as amended and restated effective Januarygtarter ended June 30, 2003
2003

*10(bb)(2) -First Amendment to Exhibit 10(bb)(fjextive as CenterPoint Energy’s Form 8-K dated  1-31447 10.4
of January 1, 2008 February 20, 2008

*10(bb)(3) -CenterPoint Energy 2005 Deferred Congation CenterPoint Energy’s Form 8-K dated  1-31447 10.3
Plan, effective January 1, 2008 February 20, 2008
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*10(bb)(4) -Amended and Restated CenterPoint Bn26®5 CenterPoint Energy’s Form 10-Q for the 1-31447 10.1
Deferred Compensation Plan, effective January fjuarter ended September 30, 2008
2009

*10(cc)(1) -CenterPoint Energy Short Term Inceat®lan, as CenterPoint Energy’s Form 10-Q for the 1-31447 10.3
amended and restated effective January 1, 2003quarter ended September 30, 2003

*10(cc)(2) -Second Amendment to Exhibit 10(cc)(1) CenterPoint Energy’s Form 8-K dated  1-31447 10.1

December 10, 2009

*10(dd) -CenterPoint Energy Stock Plan for Outside CenterPoint Energy’s Form 10-K for the 1-31447 10(11)
Directors, as amended and restated effective  year ended December 31, 2003
May 7, 2003

10(ee) -City of Houston Franchise Ordinance CenterPoint Energy’s Form 10-Q for the 1-31447 10.1

guarter ended June 30, 2005

10(ff) -Letter Agreement dated March 16, 2006 ket CenterPoint Energy’s Form 10-Q for the 1-31447 10
CenterPoint Energy and John T. Cater guarter ended March 30, 2006

10(gg)(2) -Amended and Restated HL&P Executivemive CenterPoint Energy’s Form 10-Q for the 1-31447 10.2
Compensation Plan effective as of January 1, 19§5arter ended September 30, 2008

10(99)(2) -First Amendment to Exhibit 10(gg)(1jestive as CenterPoint Energy’s Form 10-Q for the 1-31447 10.3
of January 1, 2008 quarter ended September 30, 2008

*10(hh)(1) -Executive Benefits Agreement by antileen CenterPoint Energy’s Form 10-K for the 1-31447 10(hh)(1)
HL&P and Thomas R. Standish effective year ended December 31, 2008
August 20, 1993

*10(hh)(2) -First Amendment to Exhibit 10(hh)(ffjextive as CenterPoint Energy’s Form 10-K for the 1-31447 10(hh)(2)
of December 31, 2008 year ended December 31, 2008

*10(ii) (1) -Executive Benefits Agreement by andveeen CenterPoint Energy’s Form 10-K for the 1-31447 10(ii)(1)
HL&P and David M. McClanahan effective year ended December 31, 2008
August 24, 1993

*10(ii)(2) -First Amendment to Exhibit 10(ii)(1)ffective as  CenterPoint Energy’s Form 10-K for the 1-31447 10(ii)(2)
of December 31, 2008 year ended December 31, 2008

*10(j)) (1) -Executive Benefits Agreement by andvweeen CenterPoint Energy’s Form 10-K for the 1-31447 10(jj)(1)
HL&P and Joseph B. McGoldrick effective year ended December 31, 2008
August 30, 1993

*10(j))(2) -First Amendment to Exhibit 10(jj)(1)ffective as  CenterPoint Energy’s Form 10-K for the 1-31447 10(3j)(2)
of December 31, 2008 year ended December 31, 2008
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-CenterPoint Energy, Inc. 2009 Long iher CenterPoint Energy’s Schedule 14A dated.-31447
Incentive Plan March 13, 2009

+orm of Qualified Performance Award Agreement
for 20XX - 20XX Performance Cycle under
Exhibit 10(kk)(1)

+orm of Restricted Stock Unit Award Agreement
(With Performance Goal) under Exhibit 10(kk)(1)

-Summary of non-employee director compensation
Summary of named executive officer compenss

-Form of Executive Officer Change in Cohtro  CenterPoint Energy’s Form 10-K for the 1-31447
Agreement year ended December 31, 2008

-Form of Corporate Officer Change in Cohtro  CenterPoint Energy’s Form 10-K for the 1-31447
Agreement year ended December 31, 2008

Computation of Ratio of Earnings to Fixed Chal
Subsidiaries of CenterPoint Energy
Consent of Deloitte & Touche LLP

Rule 13a-14(a)/15d4(a) Certification of David M
McClanahan

Rule 13a-14(a)/15d-14(a) Certification of Gary L.
Whitlock

Section 1350 Certification of David M.
McClanahan

Section 1350 Certification of Gary L. Whitlock
-XBRL Instance Document (1)
XBRL Taxonomy Extension Schema Documen

-XBRL Taxonomy Extension Calculation Lbdse
Document (1)
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t101.DEF -XBRL Taxonomy Extension Definition Linkse
Document (1)

t101.LAB -XBRL Taxonomy Extension Labels Linkbase
Document (1)

t101.PRE XBRL Taxonomy Extension Presentation Linkb
Document (1)

Q) Furnished, not filed.
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CENTERPOINT ENERGY, INC.
2009 LONG TERM INCENTIVE PLAN

QUALIFIED PERFORMANCE AWARD AGREEMENT
JANUARY 1, 20XX — DECEMBER 31, 20XX PERFORMANCE CYCLE

Pursuant to this Qualified Performance Award Agreeméret ‘(Award Agreement”), CenterPoint Energy, In€the
"Company") hereby grants to the Participant, an emplafetie Company, these target shares of Common Stock (iuge
Shares"), such number of shares being subject to adjuisameprovided in Section 14 of the CenterPoint Eneligy, 2009 Lon
Term Incentive Plan (the "Plan"), conditioned upon @@mpany's achievement of the Performance Goals ovecatnese of th
20XX — 20X X Performance Cycle, and subject to the followargns and conditions:

1. Relationship to the Plan. This grant of Target Shares is subject to all of #mns$, conditions ar
provisions of the Plan in effect on the date hereof antirdstrative interpretations thereunder, if any, adoftethe Committee. 1
the extent that any provision of this Award Agreementflacts with the express terms of the Plan, it is herabiynowledged ar
agreed that the terms of the Plan shall control ancgdéssary, the applicable provisions of this Award Agreersieall be herek
deemed amended so as to carry out the purpose andohtiet Plan. References to the Participant herein also m¢healheirs ¢
other legal representatives of the Participant.

2. Definitions. Except as defined herein, capitalized terms shall havesdine meanings ascribed to tl
under the Plan. For purposes of this Award Agreement:

"Achievement Percentage"means the percentage of achievement determined by the Comaiftittethe end of tt
Performance Cycle in accordance with Section 4 that refthetextent to which the Company achieved the Perfore
Goals during the Performance Cycle.

"Change in Control Closing Date" means the date a Change in Control is consummated dhengerformanc
Cycle.

"Disability" means that the Participant is (i) eligible for and éneipt of benefits under the Company's |oeigr
disability plan and (ii) not eligible for Retirement.

"Employment” means employment with the Company or any of its Sidr#d.
"Performance Cycle" means the period beginning on January 1, 20XX and gratirDecember 31, 20XX.

"Retirement" means a Separation from Service on or after the at&ihof age 55 and with at least five yeat
service with the Companyrovided, however that such Separation from Service is not by the Copnf@nCause. F¢
purposes of this Award Agreement, "Cause" means the Pariits (a) gross negligence in the performance of hisei
duties, (b) intentional and continued failure to perfdris or her duties, (c) intentional engagement in condugtiwis
materially injurious to the Company or its Subsidiar{@sonetarily or otherwise) or (d) conviction of a fejoor ¢
misdemeanor involving moral
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turpitude. For this purpose, an act or failure toaacthe part of the Participant will be deemed "intergtibonly if done o
omitted to be done by the Participant not in goath fand without reasonable belief that his or her aatioomission was i
the best interest of the Company, and no act or failuezto@n the part of the Participant will be deemed "intemtibif it
was due primarily to an error in judgment or negligence.

"Separation from Service" means a separation from service with the Company or aity Stibsidiaries within tt
meaning of Treasury Regulation § 1.409A-1(h) (or any esgr regulation).

"Target Shares” means the actual number of shares originally granted to aftecipant pursuant to this Awe
Agreement, with such number of shares to be actually adidodéhe Participant at the close of the Performance Giyttie
Company attains an Achievement Percentage of 100% for theriarfce Goals associated with such Target Shares.

"Vested Shares" means the shares of Common Stock actually awarded fattieipant following the Participar
satisfaction of the vesting provisions of Section 5 ahdpplicable, the determination by the Committee of ¢k&ent t
which the Company has achieved the Performance Godlseféterformance Cycle pursuant to Section 4.

3. Establishment of Award Account. The grant of Target Shares pursuant to this Awarceément shall k
implemented by a credit to a bookkeeping account maintdipetie Company evidencing the accrual in favor of tadiépant o
the unfunded and unsecured right to receive shares of Gon8tock of the Company, which right shall be subjedh#o terms
conditions and restrictions set forth in the Plan andh® further terms, conditions and restrictions sethfdn this Awarc
Agreement. Except as otherwise provided in this AwarceAgrent, the Target Shares of Common Stock credited tathieipant’s
bookkeeping account may not be sold, assigned, trangf@iexiged or otherwise encumbered until the Participasbbken register
as a holder of shares of Common Stock on the recoittie @@ompany as provided in Section 6 or 7 of this Awegrbement.

4, Award Opportunity.

(a) The Performance Goals established for thierfence Cycle are attached hereto and made a part
for all purposes. Except as otherwise provided ini&e&(b)(ii) and Section 6, the Vested Shares awardéeet®articipar
shall be the product of the number of Target Sharesttamd\chievement Percentage that is based upon the Comie
determination of whether and to what extent the Perfocm&woals have been achieved during the Performance Cycle.

(b) No later than 60 days after the close of thtoReance Cycle, the Committee shall determine the éxé
which each Performance Goal has been achieved. If the Compeanypenrformed at or above the threshold levt
achievement for a Performance Goal, the Achievement Percestiaiebe between 50% and 150%, with a target lev
achievement resulting in an Achievement Percentage of 100%o0levent shall the Achievement Percentage e:
150%. The combined level of achievement is the sutheofveighted achievements of the Performance Goals asvady
the Committee. Upon completing its determination of lthesl at which the Performance Goals have been achieve
Committee shall notify the Participant, in the form arahmer as determined
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by the Committee, of the number of Vested Shares thabwisued to the Participant pursuant to Section 7.
5. Vesting of Shares.

(a) Unless earlier forfeited in accordance withti8ec5(b)(i) or unless earlier vested in accordance
Section 5(b)(ii) or Section 6, the Participant's rigghteceive shares pursuant to this Award Agreement.yif stmall vest o
the date the Committee determines that each Performance Goakediasmet (as provided in Section 4). As soc
administratively practicable, but in no event later thGrddys, after the close of the Performance Cycle, the Gibeenshal
notify the Participant as required by Section 4 of theell at which the Performance Goals established for tHerRamct
Cycle have been achieved.

(b) If the Participant's Separation from Service @acurs prior to the close of the Performance Cyclea
occurrence of a Change in Control, then the applicabireofollowing clauses shall apply with respect to theg&aShare
subject to this Award Agreement:

0] Forfeiture of Entire Award If the Participant's Employment is terminated, sucht tine
Participant has a Separation from Service, by the Compamyy of its Subsidiaries or by the Participant foy
reason other than due to death, Disability or Retirentleah the Participant's right to receive any Targete&hsina
be forfeited in its entirety as of the date of such Sdjmer&rom Service.

(i) Death or Disability If the Participant's Employment is terminated duddath or Disability, tt
Participant's right to receive the Target Shares shdilorethe date of such Separation from Service in thegotior
of the number of days elapsed in the Performance Cgaé the date of Separation from Service by the total n.
of days in the Performance Cycle. The Participantist rig receive any additional shares pursuant to this 4
Agreement shall be forfeited at such time.

(iii) Retirement If the Participant's Employment is terminated dud&iirement, the Participar
right to receive shares pursuant to this Award Agreenifeauty, shall vest on the date the Committee deternthne
each Performance Goal has been met (as provided in Seciiora4rorata amount determined by multiplying
the number of Vested Shares awarded to the Participaptitupon the Committee's determination of achievem
Performance Goals as provided in Section 4, by (2) adradiie numerator of which is the number of days eti
in the Performance Cycle as of the date of the Particgp8eparation from Service, and the denominator of wik
the total number of days in the Performance Cycle. Thiichant's right to receive any additional shares pursto
this Award Agreement shall be forfeited at such time.

(© In accordance with the provisions of tBection 5, the Vested Shares shall be distributed as pobui
Section 7 hereof.

6. Distribution Upon a Change in Control. Notwithstanding anything herein to the contrary arithout
regard to the Performance Goals, if there is a Chan@entrol during
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the Performance Cycle, upon the Change in Control Cld3atg, the Participant's right to receive the Target Sisdra$vest and t
settled by the distribution to the Participant of:

(@) shares of Common Stock equal to thgéf&Eharesplus

(b) shares of Common Stock (rounded up tondaest whole share) having a Fair Market Value equal
amount of dividends that would have been declared onuh#er of such shares determined under clause (a) abowe
the period commencing at the beginning of the Performancke @pnd ending on the date immediately preceding the C
in Control Closing Date.

In lieu of the foregoing distribution in shares, Bemmittee, in its sole discretion, may direct that suctribigion be made to ti
Participant in a lump cash payment equal to:

) the product of (i) the Fair Market Valper share of Common Stock on the date immediately pregéuk
Change in Control Closing Date and (ii) the Target Shatas

(y) the amount of dividends that would havenbdeclared on the number of shares of Common :
determined under clause (a) above during the period coningeat the beginning of the Performance Cycle and gnalf
the date immediately preceding the Change in Controlifi¢jd3ate.

Such distribution, whether in the form of shares offthon Stock or, if directed by the Committee, in cashll ¢f¢ made to tt
Participant no later than the 70th day after the Chamggontrol Closing Date, and shall satisfy the rightshef Participant and t
obligations of the Company under this Award Agreemetiitiil. In the event a Change in Control occurs afterRarticipant has h
a Separation from Service due to Retirement, the TafgteS such Participant shall receive under this Sectitralblse proratec
based on the number of days that elapsed in the Performgnte a3 of his Separation from Service date over the totaber o
days in the Performance Cycle.

7. Distribution of Vested Shares.

€) If the Participant's right to receive sharasyant to this Award Agreement has vested pursuant t@8
5(a) or Section 5(b)(iii), a number of shares of Camrstock equal to the number of Vested Shares shadidistered in th
name of the Participant and shall be delivered to theckent no later than March 15th of the calendar yearviotig the
calendar year in which occurs the last day of the Perforen@gcle.

(b) If the Participant's right to receive sharessuant to this Award Agreement has vested pursuantctm6B
5(b)(ii), a number of shares of Common Stock equahéonumber of Vested Shares shall be registered inaime rof th:
Participant (or his or her estate, if applicable) andl dfeatelivered to the Participant (or his or her esifgyplicable) nc
later than the 70th day after the Participant's Separ&itbm Service date.

(© The Company shall have the right to withtegglicable taxes from any such distribution of Vested S
or from other compensation payable to the Participatiieatime of such vesting and delivery pursuant toi@ed1 of the
Plan (but subject to compliance with the requirementSeauftion 409A of the Internal Revenue Code ("Section 4)9f
applicable).
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(d) Upon delivery of the Vested Shares pursuargeittion 7(a) or 7(b) above, the Participant shall be
entitled to receive a cash payment equal to the sum ofivalledds, if any, declared on the Vested Shares dlfte
commencement of the Performance Cycle but prior to thetbatVested Shares are delivered to the Participant.

8. Confidentiality. The Participant agrees that the terms of this Awareément are confidential and that
disclosure to anyone for any purpose whatsoever (savexamgt disclosure to financial institutions as part dharfcial statemer
financial, tax and legal advisors, or as requiredialny) by the Participant or his or her agents, repredeestheirs, children, spou
employees or spokespersons shall be a breach of thisdAgreement and the Company may elect to revoke the gnadt
hereunder, seek damages, plus interest and reasonable attdemsy and take any other lawful actions to enfohni® Awarc
Agreement.

9. Notices. For purposes of this Award Agreement, notices to thm@any shall be deemed to have been
given upon receipt of written notice by the Corporater&ary of CenterPoint Energy, Inc., 1111 Louisiana, Hiwystexas 7700
or to such other address as the Company may furniste Barticipant.

Notices to the Participant shall be deemed effectively eeditv or given upon personal, electronic, or postal el
of written notice to the Participant, the place of Emgpient of the Participant, the address on record for théciparit at the hume
resources department of the Company, or such other addr#iss Participant hereafter designates by written ntatitee Company.

10. Shareholder Rights. The Participant shall have no rights of a sharehaldtbrrespect to the Target Sha
unless and until the Participant is registered afithaer of shares of Common Stock.

11. Successors and AssignsThis Award Agreement shall bind and inure to thedfienf and be enforceable
the Participant, the Company and their respective pernstiedessors and assigns except as expressly prohibited &edein th
Plan. Notwithstanding anything herein or in the Planthe contrary, the Target Shares are transferable bydngcipant t
Immediate Family Members, Immediate Family Member trusid, Immediate Family Member partnerships pursuant tooBet3 o
the Plan.

12. No Employment Guaranteed. Nothing in this Award Agreement shall give the P@stat any rights to (¢
impose any obligations for) continued Employment byGQoenpany or any Subsidiary or any successor themetoshall it give suc
entities any rights (or impose any obligations) wéhlpect to continued performance of duties by the Patitip

13. Waiver. Failure of either party to demand strict compliance with @fnghe terms or conditions hereof sl
not be deemed a waiver of such term or condition, nall ahy waiver by either party of any right hereunder at@mgy time or moi
times be deemed a waiver of such right at any otherdintienes. No term or condition hereof shall be deetodthve been waiv
except by written instrument.

14. Exclusion from Section 409A. At all times prior to the date that the Committeeedweinesthat eac
Performance Goal has been met (following the last datbeoPerformance Cycle) or, if applicable under Section 6 loy, e
Change in Control Closing Date or the Participant'saBgmn from Service, respectively, the benefit payabtieuthis Award
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Agreement is subject to a substantial risk of forfeituithin the meaning of Treasury Regulation § 1.409A-1(dr any success
regulation) . Accordingly, his Award is not subject to Section 409A under the shemh deferral exclusion, and this Aw
Agreement shall be interpreted and administered consisterewith.

15. Compliance with Recoupment Policy. Any amounts payable, paid, or distributed undes thivarc
Agreement are subject to the recoupment policy of the Coyngsiin effect from time to time.

16. Modification of Award Agreement. Any modification of this Award Agreement shall be bimglionly if
evidenced in writing and signed by an authorized represeataitithe Company.
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CENTERPOINT ENERGY, INC.
2009 LONG TERM INCENTIVE PLAN

RESTRICTED STOCK UNIT AWARD AGREEMENT
(With Performance Goal)

Pursuant to this Restricted Stock Unit Award Agreem@Aiwvard Agreement”), CenterPoint Energy, Inc.
"Company") hereby grants to the Participant, an engdayf the Company, on the Award Date, a restricted sto¢lkawaird of thes
units of Common Stock of the Company (the "RSU Awgrgursuant to the CenterPoint Energy, Inc. 2009 LoagmnTIncentiv:
Plan (the "Plan"), which is a qualified Performance Awardier the Plan, conditioned upon the Company's achieveofeht
Performance Goals established by the Committee over thrsecofi the Vesting Period, and subject to the termsditions an
restrictions described in the Plan and as follows:

1. Relationship to the Plan; Definitions. This RSU Award is subject to all of the terms, condiican:
provisions of the Plan in effect on the date hereof addimstrative interpretations thereunder, if any, adopted the
Committee. Except as defined herein, capitalized terml Iséive the same meanings ascribed to them under the Riatihe exter
that any provision of this Award Agreement conflictshatihe express terms of the Plan, it is hereby acknowlealygdigreed that t
terms of the Plan shall control and, if necessary, tipiicable provisions of this Award Agreement shall be hermddgmed amend
SO as to carry out the purpose and intent of the FRafierences to the Participant herein also includehtiies or other leg
representatives of the Participant. For purposes ofthard Agreement:

"Award Date" means the date this RSU Award is granted to thediaatit.

"Change in Control Closing Date" means the date a Change in Control (as defined inldmg B consummatt
during the Vesting Period.

"Change in Control Payment Date" means the following:

0] If the Participan not Retirement Eligible, then the Change in Control Paynbaie shall be ni
later than the 70th day after the Change in Controki@g Date (regardless of whether or not the Particijzae
Specified Employee); and

(i) If the Participanis Retirement Eligible and the Change in Control is a Secti@dA Change |
Control, then the Change in Control Payment Datel $igahot later than the 70th day after the Change inrGk
Closing Date (regardless of whether or not the ParticigamSpecified Employee); and

(iii) If the Participants Retirement Eligible, the Change in Control is not a Seclid®A Change i
Control and the Participant is not a Specified
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Employee, then the Change in Control Payment Date shalbblater than the 70th day after the earlier of:
Q) the Vesting Date; or
(2) the Termination Date

(iv) If the Participanis Retirement Eligible, the Change in Control is not a i8ac409A Change |
Control and the Participant is a Specified Employee, therChange in Control Payment Date shall be as follows:

Q) if (x) the Participant is in continuous Employmentriréthe Change in Control Closing Date until
including the Vesting Date or (y) the Participant's destburs prior to the Vesting Date, then
Change in Control Payment Date shall be not later titv7Oth day after the earlier «

(@) the Vesting Date; c
(b) the date of the Participant's death

(2) if the Participant's Employment terminates followihg Change in Control Closing Date, other -
due to death, but prior to the Vesting Date, them @nange in Control Payment Date shall be
earlier of:

(a) the second business day following the end of thensirth period commencing on -
Participant's Termination Date;

(b) the date of the Participant's death, if death occursglstuoch si-month period

"Disability” means that the Participant is both eligible for anceweipt of benefits under the Company's |oeigr
disability plan.

"Employment” means employment with the Company or any of its Sidr#d.

"Performance Goals" means the standards established by the Committee tondtedein whole or in part whett
the units of Common Stock under the RSU Award shall wasich are attached hereto and made a part hereall faurposes.

"Retirement" means a Separation from Service (i) on or after atmrof age 55 and (ii) with at least five year
Employment;provided, howevey that such Separation from Service is not by the Comfman@ause. For purposes of this Aw
Agreement, "Cause" means the Participant's (a) grosigjeege in the performance of his or her duties, (b) ildeat and continue
failure to perform his or her duties, (c) intentionagagement in
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conduct which is materially injurious to the CompanyiterSubsidiaries (monetarily or otherwise) or (d) cetion of a felony or
misdemeanor involving moral turpitude. For this pwgoan act or failure to act on the part of the Paeid will be deeme
“"intentional” only if done or omitted to be done by farticipant not in good faith and without reasonableb#iat his or her actic
or omission was in the best interest of the Company, andch or failure to act on the part of the Participant él deeme
"intentional” if it was due primarily to an error in jgishent or negligence.

"Retirement Eligible" means the Participant (i) is or will be age 55 or olied (ii) has or will have at least fi
years of Employment, on or after the Award Date buirgo the calendar year in which the Vesting Date occurs.

"Section 409A" means Code Section 409A and the Treasury regulationglagance issued thereunder.

"Section 409A Change in Control" means a Change in Control that satisfies the requirsnoémm change in conti
for purposes of Code Section 409A(a)(2)(A)(v) andfheasury regulations and guidance issued thereunder.

"Separation from Service" means a separation from service with the Company or aity Stibsidiaries within t
meaning of Treasury Regulation § 1.409A-1(h) (or any essxmr regulation).

"Specified Employee" has the meaning of that term under Code Section 409A(R)(B) and the Treasu
regulations and guidance issued thereunder.

"Termination Date" means the date of the Participant's Separation from Service

"Vesting Date" meang , 20XX]

"Vesting Period" means the period commencing on the Award Date anidgod the Vesting Date.

2. Establishment of RSU Award Account. The grant of units of Common Stock of the Company ymum
to this Award Agreement shall be implemented by a creda bookkeeping account maintained by the Company evidgtice
accrual in favor of the Participant of the unfunded ansegured right to receive such units of Common Stockchutight shall b
subject to the terms, conditions and restrictions st fo the Plan and to the further terms, conditiort rstrictions set forth in tt
Award Agreement. Except as otherwise provided in Seditbof this Award Agreement, the units of Common Stoeklited to th
Participant's bookkeeping account may not be sold, asigransferred, pledged or otherwise encumbered uatiP#nticipant he
been registered as the holder of shares of Common Stotkeorecords of the Company, as provided in Sectdorisor 6 of thi
Award Agreement.

3. Vesting of RSU Award. Unless earlier (a) vested or forfeited pursuaihi® Section 3 or Section 4 bel
or (b) vested upon the occurrence of a Change in Coptnsluant to Section 5 below, the Participant's righteceive shares
Common Stock (if any)
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under this Award Agreement shall vest on the VestingeDalo later than 60 days after the Vesting Date, the Ctusensha
determine the extent to which the Performance Goal hasdmseved. Upon completing its determination of the let/@lhdach the
Performance Goal has been achieved, the Committee shiyl thee Participant, in the form and manner as determimgdhe
Committee, of the number of shares of Common Stdckny) under this Award Agreement that will be issuedhi Participar
pursuant to Section 6. Except as provided in Sectdoasd 5 below, the Participant must be in continuousl&mgent during th
Vesting Period in order for the RSU Award to vest; athge, all such units shall be forfeited as of theiBi@ant's Termination Dat

4, Effect of Separation from Service; Timin@f Distribution.
(a) Separation from Service Prior to the Wigsbate or Change in ControlNotwithstanding Section 3 abo

if prior to (i) the Vesting Date or (ii) the occurrenceao€hange in Control, the Participant's Separation fromiceoccur
due to Retirement, death or Disability, then:

Q) Retirement In the event of Retirement, the Participant shall iresihe right to receive a numb
if any, of the shares of Common Stock (rounded upemtrarest whole share) determined by multiplying (x) dted
number of units of Common Stock subject to this AdvAgreement based upon the Committee's determinatidre
achievement of the Performance Goal after the end of ds¢éing Period, as provided in Section 3, by (y) a foac
the numerator of which is the number of days that héajesed from the Award Date to the Participant's Ternon
Date, and the denominator of which is the total numbeag$ ¢th the Vesting Period; or

2) Death or Disability. In the event of the Participant's death or Separdtimm Service due -
Disability, without regard to the Performance Goals,Rhaeticipant shall vest in the right to receive a numlbé¢he
shares of Common Stock (rounded up to the nearest whaie)sdetermined by multiplying (x) the total numbé
units of Common Stock granted subject to this Awagiement by (y) a fraction, the numerator of which is
number of days that have elapsed from the Award Dateet@dinticipant's Termination Date, and the denomind
which is the total number of days in the Vesting Period.

(b) Timing of Distribution

Q) Retirement If the Participant is entitled to a benefit purdu@nSection 4(a)(1) hereof, a num
of shares of Common Stock equal to the number of vebr@s of Common Stock subject to this Award Agree
(as determined by the Committee in accordance with Se8teomd Section 4(a)(1), if any) shak registered in tt
name of the Participant and delivered to the Participankater than the 70th day after the Vesting Date.
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(2) Death . If the Participant is entitled to a benefit pursuaniSection 4(a)(2) hereof due to
Participant's death, the number of shares of Common Stetekmined in accordance with Section 4(a)(2) sh
registered in the name of the Participant's estate aidbidl to the Participant's estate as soon as practicatotei
later than the 70th day after the date of the Particpdrntith.

3) Disability .

(A) Specified Employee and Retirement Eligiblif the Participant (i) is entitled to a ben
pursuant to Section 4(a)(2) hereof due to the Paaintip Separation from Service due to Disability, i§i¥
Specified Employee, and (iii) is Retirement Eligibllee humber of shares of Common Stock determin
accordance with Section 4(a)(2) shall be registered inndrae of the Participant and delivered to
Participant on the date that is the earlier of (x) the redtdmisiness day following the end of the signtt
period commencing on the Participant's Termination Dafg)dhe Participant's date of death, if death oc
during such six-month period.

(B) All Other Participants Except as provided in Section 4(b)(3)(A), if thartitipant i
entitled to a benefit pursuant to Section 4(a)(2) Hedee to the Participant's Separation from Service d
Disability, the number of shares of Common Stock detexthin accordance with Section 4(a)(2) sha
registered in the name of the Participant and deliverdti¢ Participant as soon as practicable but not
than the 70th day after the date of the Participant's TatmmDate.

(© Dividend Equivalents Upon the date of delivery of shares of Common Stauker this Section 4, t
Participant shall also be entitled to receive Dividend ¥#ajants for the period from the Award Date to the datd sieste
shares of Common Stock are distributed to the Particijraaiccordance with the requirements of Section 408Ahé exter
applicable).

5. Distribution Upon a Change in Control. Notwithstanding any provision of this Award Agreermtmthe
contrary, if during the Participant's Employment anamptd the end of the Vesting Period or an accelerated gestiant unde
Section 4 above there is a Change in Control of the Coynplaen, upon the Change in Control Closing Date aitldowt regard t
the Performance Goal, the Participant's right to recemetivested units of Common Stock subject to this Avdanegement shall t
vested and settled by a distribution, on the Changeirir@l Payment Date, to the Participant of:

(@) The number of units of Common Stodiject to this Award Agreement not previously vestedoofeitec
pursuant to Sections 3 or 4 abophkys
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(b) Dividend Equivalents in the form of skmiof Common Stock (rounded up to the nearest whole)sia
the period commencing on the Award Date and ending erd#te immediately preceding the Change in Control g
Date;

with such shares of Common Stock registered in the nédithe darticipant and delivered to the Participant. In liethe foregoini
distribution in shares, the Committee, in its sakektion, may direct that such distribution be maden¢oParticipant in a lump st
cash payment equal to:

) The product of (i) the Fair Market Valper share of Common Stock on the date immediately piregduk
Change in Control Closing Date and (ii) the number oitsuof Common Stock subject to this Award Agreemen
previously vested or forfeited pursuant to Sections 8 aboveplus

() Dividend Equivalents for the periodmmencing on the Award Date and ending on the date immbx
preceding the Change in Control Closing Date;

with such cash payment to be made on the Change in Cé&ayohent Date. Such distribution under this SectionHgther in th
form of shares of Common Stock or, if directed by@wenmittee, in cash, shall satisfy the rights of thei€lpant and the obligatiol
of the Company under this Award Agreement in full.

6. Payment of RSU Award Under Section 3. Upon the vesting of the Participant's right to receha
shares of Common Stock pursuant to Section 3 unde’Athésd Agreement, a number of shares of Common Stodkleg the
number of vested shares of Common Stock subject toAthaad Agreement (as determined by the Committee inrdacme witl
Section 3, if any) shall be registered in the namé&efRarticipant and delivered to the Participant not later the 70th day after t
Vesting Date. Moreover, upon the date of delivery of ehaf Common Stock, the Participant shall also be entideckceiv
Dividend Equivalents for the period commencing on the Aw2ate and ending on the date such vested shares of CoStouknar
distributed to the Participant (in accordance with the requents of Section 409A, to the extent applicable).

7. Confidentiality. The Participant agrees that the terms of this Award Agreearerdonfidential and tr
any disclosure to anyone for any purpose whatsoever (salexaept disclosure to financial institutions as part dinancia
statement, financial, tax and legal advisors, or as reqbiyelhw) by the Participant or his or her agents, repregives, heir
children, spouse, employees or spokespersons shall be a bfaachAward Agreement and the Company may elect tokestioe
grant made hereunder, seek damages, plus interest andafgdasatiorneys' fees, and take any other lawful actiorenforce thi
Award Agreement.

8. Notices. For purposes of this Award Agreement, notices toGbempany shall be deemed to have |
duly given upon receipt of written notice by the Corper8ecretary of CenterPoint Energy, Inc., 1111 Louisiblwaiston, Texe
77002, or to such other address as the Company magHumthe Participant.
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Notices to the Participant shall be deemed effectively eeditv or given upon personal, electronic, or postal el
of written notice to the Participant, the place of Empient of the Participant, the address on record for théciparit at the hume
resources department of the Company, or such other addr#iss Participant hereafter designates by written ntatitee Company.

9. Shareholder Rights. The Participant shall have no rights of a shareholdér véspect to the units
Common Stock subject to this Award Agreement, unledsuatil the Participant is registered as the holder ofi slhares of Comm:
Stock.

10. Successors and AssignsThis Award Agreement shall bind and inure to the bewé&ind be enforceak
by the Participant, the Company and their respective ifftechsuccessors and assigns except as expresslpipedhierein and in tl
Plan. Notwithstanding anything herein or in the Rtathe contrary, the units of Common Stock are transkefabthe Participant
Immediate Family Members, Immediate Family Member trzsid, Immediate Family Member partnerships pursuant tboBet3 o
the Plan.

11. No Employment Guaranteed. Nothing in this Award Agreement shall give the Participamy rights ti
(or impose any obligations for) continued EmploymenthsyCompany orany Subsidiary, or any successor thereto, nor shaite
such entities any rights (or impose any obligationsh waspect to continued performance of duties by thedizatit.

12. Waiver. Failure of either party to demand strict compliance \aitly of the terms or conditions her
shall not be deemed a waiver of such term or conditionshall any waiver by either party of any right hereuredemy one time
more times be deemed a waiver of such right at any ditheror times. No term or condition hereof shall eerded to have be
waived except by written instrument.

13. Compliance with Section 409A. It is the intent of the Company and the Particighat the provisions
the Plan and this Award Agreement comply with SectiorDAOand will be interpreted and administered consi
therewith. Accordingly, (i) no adjustment to the RSU &/ pursuant to Section 14 of the Plan and (ii) nostsuibions of th
benefits under this Award Agreement, in each case, shatlage in a manner that results in noncompliance withegairements «
Section 409A, to the extent applicable. The foregoiotyithstanding, if the Participant is not RetiremehgiBle, then at all time
prior to the payment date, the benefit payable undsrAtvard Agreement is subject to a substantial riskoofeiture within thi
meaning of Treasury Regulation § 1.409fd) (or any successor regulation) and, accordingly, védipect to such Participant, |
RSU Award is not subject to Section 409A under thatdleom deferral exclusion, and this Award Agreement diaihterpreted ar
administered consistent therewith.

14. Withholding. The Company shall have the right to withhold applicédotes from any distribution of t
Common Stock (including, but not limited to, DivideBduivalents) or from other cash compensation payaltleet Participant at tl
time of such vesting and delivery pursuant to Sedibof the Plan (but subject to compliance with the meguents of Section 409
if applicable).
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15. Compliance with Recoupment Policy. Any amounts payable, paid, or distributed under &vsrd
Agreement are subject to the recoupment policy of the Coyngsiin effect from time to time.

16. Modification of Award Agreement. Any modification of this Award Agreement is subjectSection 1.
hereof and shall be binding only if evidenced in writamgl signed by an authorized representative of the Goynpa
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CenterPoint Energy, Inc.
Summary of Non-Employee Director Compensation

The following is a summary of compensation paith® non-employee directors of CenterPoint Enengy, (the “Company”) effective April 24,
2008. For additional information regarding the cemgation of the non-employee directors, please tteadefinitive proxy statement relating to
the Company’s 2010 annual meeting of shareholdebe ffiled pursuant to Regulation 14A.

*  Annual retainer fee of $50,000 for Board memberg

. Fee of $2,000 for each Board or Committee meetitanded;

*  Supplemental annual retainer of $15,000 for seram@ chairman of the Audit Committt

»  Supplemental annual retainer of $10,000 for seram@ chairman of the Compensation Committee
*  Supplemental annual retainer of $5,000 for sergi®@ chairman of any other Board commit

The Chairman receives the compensation payablther aon-employee directors plus supplemental corsgiiéon pursuant to a letter agreement
with the Company incorporated by reference to ExHiB(p) to the Company’s Annual Report on FormKLEr the year ended December 31,
2007.

Stock GrantsEach non-employee director may also receive anarmgrant of up to 5,000 shares of CenterPoint Bheagnmon stock which vest
in one-third increments on the first, second anditanniversaries of the grant date. Upon theahitbmination to the Board, in addition to the
annual grant, a non-employee director may be gdaatene-time grant of up to 5,000 shares of CeptatfEnergy common stock.

Deferred Compensation PlaDirectors may elect each year to defer all or p&their annual retainer fees, including commiiteairman fees, ai
meeting fees. Directors participating in these plaray elect to receive distributions of their defdrcompensation and interest in three ways: (i)
an early distribution of either 50% or 100% of tredcount balance in any year that is at leastyears from the year of deferral up to the year in
which they reach age 70, (ii) a lump sum distribaipayable in the year after they reach age 7@on leaving the Board of Directors, whichever
is later, or (iii) 15 annual installments beginnimg the first of the month coincident with or nésflowing age 70 or upon leaving the Board of
Directors, whichever is later.

Director Benefits PlanNon-employee directors elected to the Board be20f@} participatd in a director benefits plan undbich a director who
served at least one full year would receive an ahoash amount equal to the annual retainer (ekauahy supplemental retainer) in effect when
the director terminated service. In accordance thightransition rules under Section 409A of theldnal Revenue Code, the Board amended the
plan to freeze future benefit accruals under tle piffective December 31, 2008 and to provide conumment of payments as of February 1,
2009. Each active director participating in thiamplvas given the opportunity to make a one-timeviscable election by December 31, 2008 as to
the payment form. Each active director electeuhag sum payment; therefore, all accrued benefiteuthe plan were paid on February 1, 2009.

Executive Life Insurance PlaNon-employee directors who were elected to the @bafore 2001 participate in CenterPoint Energycetive
life insurance plan. This plan provides endorsensgfit-dollar life insurance with a death benefitdd80,000 with coverage continuing after the
director’s termination of service at age 65 orfdaRirectors elected to the Board after 2000 matyp=aticipate in this plan.
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CenterPoint Energy, Inc.
Summary of Named Executive Officer Compensation

The following is a summary of compensationdp&i the named executive officers of CenterPoingrgwy, Inc. (the “Company”)For
additional information regarding the compensatidrth® named executive officers, please read théitigé proxy statement relating to 1
Company’s 2010 annual meeting of shareholders fiddzbpursuant to Regulation 14A.

Base SalaryThe following table sets forth the annual basergadthe Company’s named executive officers effecApril 1, 2010:

Name and Position Base Salary

David M. McClanahan
President and Chief Executive Offic $ 1,100,00¢

Gary L. Whitlock
Executive Vice President
and Chief Financial Office $ 525,00(

Scott E. Rozzell
Executive Vice President, General
Counsel and Corporate Secret $  490,00(

Thomas R. Standish
Senior Vice President and Group
Presiden— Regulated Operatior $  472,00(

C. Gregory Harper
Senior Vice President and Group President,
Pipelines and Field Servic $  355,00(

Short Term Incentive PlaAnnual bonuses are paid to the Company’s namedutixecofficers pursuant to the Compasyshort terr
incentive plan, which provides for cash bonusestas the achievement of certain performance akgcapproved in accordance with the te
of the plan at the commencement of the year. Inédion regarding awards to the Companyamed executive officers under the short
incentive plan is provided in definitive proxy gtatents relating to the Company’s annual meetirghafeholders.

Long Term Incentive PlanUnder the Company’s long term incentive plan, @menpanys named executive officers may receive gi
of (i) stock option awards, (ii) performance shaneards, (iii) performance unit awards and/or (tock awards. The current forms of
applicable award agreements pursuant to the Con'gplomg term incentive plan are included as exkibigreto.
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CENTERPOINT ENERGY, INC. AND SUBSIDIARIES

COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES
(Millions of Dollars)

2005 2006 2007 (1 2008 (1 2009 (1
Income from continuing operatiol $ 22C $ 427 $ 39 % 44€ $ 372
Equity in earnings of unconsolidated affilia (6) (6) (16) (52) (15)
Income taxes for continuing operatic 15C 59 198 277 17€
Capitalized interest (4) (10) (22) (12 “@
36C 47C 55C 66C 52¢
Fixed charges, as define

Interest 71¢ 60¢ 632 604 644
Capitalized interes 4 10 22 12 4

Interest component of rentals charged to operating
expense 12 19 16 15 12
Total fixed charges 734 637 67C 631 66C
Earnings, as defined $ 1,094 $ 1,107 $ 1,22C $ 1,291 $ 1,18¢
Ratio of earnings to fixed charges 1.4¢ 1.74 1.82 2.0t 1.8(C

(1) Excluded from the computation of fixed difes for the years ended December 31, 2007, 2008@0#lis interest income of $4 million,
interest expense of $9 million and interest incah®3 million, respectively, which is included imcome tax expens
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SIGNIFICANT SUBSIDIARIES OF CENTERPOINT ENERGY, INC .

The following subsidiaries are deemed “significambsidiaries” pursuant to Iltem 601(b) (21) of Ragjoh S-K:

Utility Holding, LLC, a Delaware limited liabilittcompany and a direct wholly owned subsidiary of t€dPoint Energy, Inc.

CenterPoint Energy Investment Management, Incelaware corporation and an indirect wholly owneldssdiary of CenterPoint Energy, Inc.
CenterPoint Energy Resources Corp., a Delawareocatipn and an indirect wholly owned subsidiarfCafnterPoint Energy, Inc.

CenterPoint Energy Houston Electric, LLC, a Texastéd liability company and an indirect wholly oeeh subsidiary of CenterPoint Energy, Inc.
CenterPoint Energy Services, Inc., a Delaware gatfan and an indirect wholly owned subsidiary @&n@rPoint Energy, Inc.

CenterPoint Energy Gas Transmission Company, an2eéacorporation and an indirect wholly owned sdiasy of CenterPoint Energy, Inc.
CenterPoint Energy Field Services, Inc., a Delavearporation and an indirect wholly owned subsigliaff CenterPoint Energy, Inc.

(1) Pursuant to Item 601(b) (21) of RegulatioiK Segistrant has omitted the names of subsidiavidsch considered in the aggregate as a s
subsidiary, would not constitute a “significant sighary” (as defined under Rule 1-02(w) of Reguat5-X) as of December 31, 2009.
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Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Redistr&tatement Nos. 333-155475, 333-153916 and 3384Bldn Form S-3;
Registration Statement Nos. 333-159586, 333-1057F3,139757, 333-101202, as amended, and 333-115978\eslad, on Form
S-8; Post-Effective Amendment No. 1 to Registration StatgriNo. 333-33303-99 on Form S-3; Post Effective Amegrat No. 1 to
Registration Statement Nos. 333-32413-99, 333-4933333-38188-99, 333-60260-99 and 333-98271-99 om*8; and Post-
Effective Amendment No. 5 to Registration Statement N8-BB329-99 on Form 8-of our reports dated February 26, 2010, rel:
to the consolidated financial statements and finan@#tstent schedules of CenterPoint Energy, Inc. and sutisgl{the
“Company”), and the effectiveness of the Company’s intaroatrol over financial reporting, appearing in tAisnual Report on
Form 10-K of CenterPoint Energy, Inc. for the year endedember 31, 2009.

/s/ DELOITTE & TOUCHE LLP

Houston, Texas
February 26, 2010




WPD-6
Screening Data Part 1 of 2
Page 3074 of 9808



WPD-6
Screening Data Part 1 of 2

Page 3075 of 9808 Exhibit 31.1
CERTIFICATIONS
I, David M. McClanahan, certify that:
1. I have reviewed this annual reporFonm 10-K of CenterPoint Energy, Inc.;
2. Based on my knowledge, this reportsdoet contain any untrue statement of a materigtl & omit to state a material fi

necessary to make the statements made, in ligtiteofircumstances under which such statements mad®e, not misleading with respect to
period covered by this report;

3. Based on my knowledge, the financitatesnents, and other financial information includedhis report, fairly present in .
material respects the financial condition, resoftsperations and cash flows of the registrantfaara for, the periods presented in this report;

4, The registrarst’ other certifying officer(s) and | are responsiliteé establishing and maintaining disclosure cdstranc
procedures (as defined in Exchange Act Rules 13a}#hd 15dt5(e)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd ave:

(@) Designed such disclosure controls and proceduresaused such disclosure controls and proceduree wesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being preszh

(b) Designed such internal control over financial rejpgy, or caused such internal control over finahoégorting to be design
under our supervision, to provide reasonable amsseraegarding the reliability of financial repogirmand the preparation
financial statements for external purposes in at@oce with generally accepted accounting princj

(c) Evaluated the effectiveness of the regmtsadisclosure controls and procedures and presenttds report our conclusio
about the effectiveness of the disclosure contnls procedures, as of the end of the period covgyedtis report based on st
evaluation; an(

(d) Disclosed in this report any change inrgistrant’s internal control over financial repogt that occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbrrg that has materially affected, o
reasonably likely to materially affect, the regist’s internal control over financial reporting; a

5. The registrarst’other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internakrob ove!
financial reporting, to the registrant’s auditorglahe audit committee of the registranlioard of directors (or persons performing theieden!
functions):

@) All significant deficiencies and material weaknesgethe design or operation of internal contro¢ofinancial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize and refioancial information
and

(b) Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrargt’

internal control over financial reportin
Date: February 26, 2010

/s/ David M. McClanaha
David M. McClanahat
President and Chief Executive Offic
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CERTIFICATIONS
I, Gary L. Whitlock, certify that:
1. I have reviewed this annual reporFonm 10-K of CenterPoint Energy, Inc.;
2. Based on my knowledge, this reportsdoet contain any untrue statement of a materigtl & omit to state a material fi

necessary to make the statements made, in ligtiteofircumstances under which such statements mad®e, not misleading with respect to
period covered by this report;

3. Based on my knowledge, the financitatesnents, and other financial information includedhis report, fairly present in .
material respects the financial condition, resoftsperations and cash flows of the registrantfaara for, the periods presented in this report;

4, The registrarst’ other certifying officer(s) and | are responsiliteé establishing and maintaining disclosure cdstranc
procedures (as defined in Exchange Act Rules 13a}#hd 15dt5(e)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd ave:

(@) Designed such disclosure controls and proceduresaused such disclosure controls and proceduree wesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being preszh

(b) Designed such internal control over financial rejpgy, or caused such internal control over finahoégorting to be design
under our supervision, to provide reasonable amsseraegarding the reliability of financial repogirmand the preparation
financial statements for external purposes in at@oce with generally accepted accounting princj

(c) Evaluated the effectiveness of the regmtsadisclosure controls and procedures and presenttds report our conclusio
about the effectiveness of the disclosure contnls procedures, as of the end of the period covgyedtis report based on st
evaluation; an(

(d) Disclosed in this report any change inrgistrant’s internal control over financial repogt that occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbrrg that has materially affected, o
reasonably likely to materially affect, the regist’s internal control over financial reporting; a

5. The registrarst’other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internakrob ove!
financial reporting, to the registrant’s auditorglahe audit committee of the registranlioard of directors (or persons performing theieden!
functions):

@) All significant deficiencies and material weaknesgethe design or operation of internal contro¢ofinancial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize and refioancial information
and

(b) Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrargt’

internal control over financial reportin
Date: February 26, 2010
/s| Gary L. Whitlock

Gary L. Whitlock
Executive Vice President and Chief Financial Offi
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CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of CenterPd&nergy, Inc. (the “Company”) on Form XOfor the year ended Decem|
31, 2009 (the “Report”as filed with the Securities and Exchange Commissio the date hereof, I, David M. McClanahan, CHigécutive
Officer, certify, pursuant to 18 U.S.C. Section @3%s adopted pursuant to Section 906 of the Sasdaxiey Act of 2002, to the best of 1
knowledge, that:

1. The Report fully complies with the végments of section 13(a) or 15(d) of the SeasitExchange Act of 1934,
amended; and

2. The information contained in the Redairly presents, in all material respects, theaficial condition and results
operations of the Company.

/s/ David M. McClanaha

David M. McClanahai

President and Chief Executive Offic
February 26, 201
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CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of CenterPd&nergy, Inc. (the “Company”) on Form XOfor the year ended Decem|
31, 2009 (the “Report”as filed with the Securities and Exchange Commissio the date hereof, |, Gary L. Whitlock, Chieh&mcial Officer
certify, pursuant to 18 U.S.C. Section 1350, aspgatb pursuant to Section 906 of the SarbaDeley Act of 2002, to the best of my knowlec
that:

1. The Report fully complies with the végments of section 13(a) or 15(d) of the SeasitExchange Act of 1934,
amended; and

2. The information contained in the Redairly presents, in all material respects, theaficial condition and results
operations of the Company.

/s/ Gary L. Whitlock

Gary L. Whitlock

Executive Vice President and Chief Financial Offi
February 26, 201
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K

(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2009

OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from

Commission file number 1-8222

Central Vermont Public Service Corporation
(Exact name of registrant as specified in its chaetr)

Vermont 03-0111290
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification No.)
77 Grove Street, Rutland, Vermont 05701
(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area cod (800) 64¢-2877

Securities registered pursuant to Section 12(b) dlfie Act:

Name of each exchange on whic
Title of each class registered

Common Stock $6 Par Val New York Stock Exchang

Securities registered pursuant to Section 12(g) t¢iie Act: None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405edB#turities Act. Yes[] No [

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ort®ecl5(d) of the Act. Yes[] No [
Indicate by check mark whether the registrant € filed all reports required to be filed by SectiB or 15(d) of the Securities Exchange A
1934 during the preceding 12 months (or for suarteh period that the registrant was requiredl®oduch reports), and (2) has been subject to
such filing requirements for the past 90 days. Y& No [

Indicate by check mark whether the registrant lidisnitted electronically and posted on its corpokieb site, if any, every Interactive

Data File required to be submitted and posted puntsto Rule 405 of Regulation S-T (§232.405 of thiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such fileggs 1 No O
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Indicate by check mark if disclosure of delinquigletrs pursuant to Item 405 of Regulation S-K i oontained herein, and will not be
contained, to the best of registrant’s knowledge]dfinitive proxy or information statements incorated by reference in Part Il of this

Form 10-K or any amendment to this Form 10-[&l

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited “accelerated filer” and “smaller reporticpmpany” in Rule 12b-2 of the
Exchange Act.

Large accelerated filer] Accelerated filer Xl

Non-accelerated filer [ Smaller Reporting Company[]
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantsgell company (as defined in Rule 12b-2 of the Adtgs [0  No X

The aggregate market value of voting and non-vatmgmon equity held by non affiliates of the regist as of June 30, 20097@
quarter) was approximately $174,206,799 (basedh@1$18.10 per share closing price of the Compa@gimmon Stock, $6 Par Value, as
reported on the New York Stock Exchange on Jun2@09). In determining who are affiliates of then@pany for purposes of computation, it
is assumed that directors, officers, and othergmersvho held on December 31, 2009, more than ®epedf the issued and outstanding
Common Stock of the Company are “affiliates” of ®@@mpany. The characterization of such direcwifg;ers, and other persons as affiliates
is for the purposes of this computation only andusth not be construed as a determination or adaridsir any other purpose.

On February 26, 2010 there were outstanding 11768%hares of voting Common Stock, $6 Par Value.
DOCUMENTS INCORPORATED BY REFERENCE
The Company'’s Definitive Proxy Statement relatiagt$ Annual Meeting of Stockholders to be heldvay 4, 2010 to be filed with the

Securities and Exchange Commission pursuant to IR&gu 14A under the Securities Act of 1934, isarporated by reference in Items 10, 11,
12, 13 and 14 of Part Ill of this Form 10-K.
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CENTRAL VERMONT PUBLIC SERVICE CORPORATION

Cautionary Statements Regarding Forward-Looking Inbrmation Statements contained in this report that are rstbfical fact are
forward-looking statements within the meaning @& thafe-harbor’ provisions of the Private Secusitigtigation Reform Act of
1995. Whenever used in this report, the worddrtese,” “expect,” “believe,” or similar expressioage intended to identify such forward-
looking statements. Forward-looking statementslve estimates, assumptions, risks and uncertaititegt could cause actual results or
outcomes to differ materially from those expressetthe forward-looking statements. Actual result$ depend upon, among other things:

= the actions of regulatory bodies with respect tovedd rates of return, continued recovery of regulaassets and alternative

regulation;

= liquidity risks;

= performance and continued operation of the VernYamkee nuclear power plant;

= changes in the cost or availability of capital,

= our ability to replace or renegotiate our long-tgrower supply contracts;

= effects of and changes in local, national and waideé economic conditions;

= effects of and changes in weather;

= volatility in wholesale power markets;

= our ability to maintain or improve our current citedtings;

= the operations of ISO-New England;

= changes in financial or regulatory accounting gples or policies imposed by governing bodies;

= capital market conditions, including price risk doemarketable securities held as investmentaust for nuclear

decommissioning, pension and postretirement megieals;

= changes in the levels and timing of capital expeemds, including our discretionary future investisan Transco;

= performance of other parties in joint projects)uding other Vermont utilities and Transco;

= our ability to successfully manage a number ofguty involving new and evolving technology;

= our ability to replace a mature workforce and retialified, skilled and experienced personnel; and

= other presently unknown or unforeseen factors.
We cannot predict the outcome of any of these ms&atéecordingly, there can be no assurance adualaesults. We undertake no obligation
to publicly update any forward-looking statememibether as a result of new information, future esem otherwise.

PART |

Item 1. Business
(a) General Description of Busines€entral Vermont Public Service Corporation (“welis”, “our” or the “company”) is the largest electri
utility in Vermont. We engage principally in thanghase, production, transmission, distribution salé of electricity. We serve approxima
159,000 customers in 163 towns, villages and citiééermont. Our Vermont utility operation is otmre business. We typically generate r
of our revenues through retail electricity sal@ée also sell excess power, if any, to third partieNew England and to ISO-New England, the

operator of the region’s bulk power system and wbale electricity markets. The resale revenuergéaefrom these sales helps to mitigate
our power supply costs.

Our wholly owned subsidiaries include:

. Custom Investment Corporatior“Custon”), formed for the purpose of holding passive investsiemcluding the stock of o
subsidiaries that invest in regulated business ppities. On October 13, 2003, we transferred shares of Vermont Yankee Nucl
Power Corporation (“WYNPC”"Yo Custom. The transfer to Custom does not afbectrights and obligations related to VYNPC.
December 30, 2009, Custom transferred the VYNP@eshaack to us. We plan to dissolve Custom in 2

. C.V. Realty, Inc., a real estate company that ovnys, sells and leases real and personal propedyinterests therein related to
utility business

= CVPSC -East Barnet Hydroelectric, Inc., formed to finameel construct a hydroelectric facility in Vermowtiich became operatior
September 1, 1984. We have leased and operatiedé the i-service date

- Catamount Resources Corporati® CRC"), formed to hold our investments in unregulated bessnopportunities. CF's wholly owne!
subsidiary, Eversant Corporation, engages in tleeasad rental of electric water heaters in Vermaomd New Hampshire through a whe
owned subsidiary, SmartEnergy Water Heating Sesyilce.
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= In 2007, we dissolved our wholly owned subsidiagn@ecticut Valley Electric Company, Inc. (“Conneati Valley”), which had bee
incorporated under the laws of New Hampshire onebdser 9, 1948. Connecticut Valley distributed aolil electricity in parts of Ne
Hampshire bordering the Connecticut River, untilulay 1, 2004, when it completed the sale of sultistiy all of its plant assets and
franchise to Public Service Company of New Hamgshlts remaining assets were nomil

Our equity ownership interests as of December BQ29re summarized below:

. We own 58.85 percent of the common stock of VYNR@ich was initially formed by a group of New Engthaatilities to build an
operate a nuclegyewered generating plant in Vernon, Vermont. Oly B1, 2002, the plant was sold to Entergy Nuclgarmon
Yankee, LLC (“Entergy-Vermont Yankee”). The salgreement included a purchased power contract betWeeNPC and Entergy-
Vermont Yankee. Under the purchased power contd@dNPC pays Enterg¥ermont Yankee for generation at fixed rates, antlin
bills the purchased power contract charges fronefggtvermont Yankee with certain residual costs of senthrough a FERC tariff
us and the other Vermont Yankee sponsors. Althoughown a majority of the shares of VYNPC, our iépito exercise control
effectively restricted by the purchased power @mtiirthe sponsor agreement among the group of Neglakd utilities that forme
VYNPC and the composition of the board of directamgler which it operate

= We own 47.05 percent of the common stock and 49&8ent of the preferred stock of Vermont Electiower Company, In
(“VELCOQO"). In June 2006, VELCO transferred substantially #llits business operations and assets to Vermonhs€m LLC
(“Transco”). VELCOS wholly owned subsidiary, Vermont Electric Transsidon Company, Inc., was formed to finance, coostamc
operate the Vermont portion of the 450 kV DC traission line connecting the Province of Quebec Widrmont and the rest of N¢
England.

. We own 33.35 percent of the voting equity unitsTadnsco, which was formed by VELCO and its ownarsluding us, in June 200¢
Transco owns and operates the higltage transmission system in Vermont. VELCO disdemployees manage the operation
Transco under a Management Services Agreement.CZEbwns 11.32 percent of the voting equity unitsTcdnsco. Our total dire
and indirect (through our VELCO ownership) interi@sTransco is 38.68 percent of the voting equititsu

- We own 2 percent of the outstanding common stockMaine Yankee Atomic Power Company (“Maine Yanke&’)percent of th
outstanding common stock of Connecticut Yankee AtoRfower Company (“Connecticut Yankeelhd 3.5 percent of the outstanc
common stock of Yankee Atomic Electric Compa“Yankee Atomi”). These plants have been decommissio

We also own small generating facilities and hawetjownership interests in certain Vermont and eagl generating facilities. These are
described in Sources and Availability of Power Sujiyelow.

(b) Financial Information about Industry SegmentsWe have two principal operating segments, congjstirthe principal regulated utility
business and the aggregate of the other non-utititgpanies. See Part Il, Item 8, Note 18 - Segmeporting for financial information by
segment.

(c) Narrative Description of BusinessAs a regulated electric utility, we have an exalesiight to serve customers in our service teryitor
which can generally be expected to result in neddyi stable revenue streams. The ability to ineeeaur customer base is limited to acquisit
or growth within our service territory. Due to geographic location and the nature of our custdmse, weather and economic conditions
significantly affect retail sales revenue. Resailes volume over the last 10 years has grown avarage rate of less than 1 percent per year,
ranging from a decrease of about 3 percent in 2008 primarily to the poor economy, to increasesvefr 2 percent in other years.

Page 3 of 12
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Our operating revenues consist primarily of regaidl resale sales. Retail sales are comprisedes &aa diversified customer mix, including
residential, commercial and industrial custome3ales to the five largest retail customers recgieiectric service accounted for about 5
percent of our annual retail electric revenue2fad9, and about 6 percent in 2008 and 2007. Realds are comprised of long-term sales to
third parties in New England, sales in the energyk®ts administered by ISO-New England and shont-ty/stem capacity sales. Operating

revenues as of December 31 consisted of the fatigwi

Revenues Energy (mWh) Sales

2009 2008 2007 2009 2008 2007

Retail Sales
Residentia 41% 40% 41% 33% 33% 33%
Commercia 30% 32% 33% 27% 29% 29%
Industrial and othe 10% 11% 11% 12% 13% 14%
Resale Sale 16% 14% 12% 28% 25% 24%
Other operating revent 3% 3% 3% 0% 0% 0%

Retail Rates Our retail rates are set by the Vermont Public BerBoard (“PSB”) after considering the recommeiuet of Vermont's
consumer advocate, the Vermont Department of P@aiwice (“DPS”). Fair regulatory treatment isdamental to maintaining our financial
stability. Rates must be set at levels to recgwsts, including a market rate of return to eqaitd debt holders, in order to attract capital. See
Part 11, Item 8, Note 7 - Retail Rates and Regujaficcounting.

Wholesale RatesWe provide wholesale transmission service to 1@okk customers and five point-to-point customerder ISO-New
England FERC Electric Tariff No. 3, Section Il - @pAccess Transmission Tariff (Schedules 21-CV20-CV). We maintain an OASIS

site for transmission on the 1ISO-New England wedpepa

Sources and Availability of Power SupplyOur power supply portfolio includes sources usesktive our retail electric load requirements.
current power forecast shows energy purchase adliption amounts in excess of load obligationsufgho2011. For the year ended
December 31, 2009 energy generation and purchaseer pequired to serve retail customers totaled@ B0 mWh. The maximum one-hour
integrated demand during that period was 407.4 Mid/accurred on December 29, 2009. For 2008, ouggrgeneration and purchased pao
required to serve retail customers totaled 2,4@7f@Wh. The maximum one-hour integrated demand44d4s4 MW and occurred on January
3, 2008. The sources of energy and capacity dlaita us for the year ended December 31, 2008sfellows:

Net Effective Capability Generated and Purchas
12 Month Average MW mwWh Percen
Wholly Owned Plants
Hydro 39.9 216,77 6.8
Diesel and Gas Turbir 21.1 19¢ 0.0
Jointly Owned Plants
Millstone #3 21.4 180,26t 5.7
Wyman #4 10.8 3,50¢ 0.1
McNeil 10.7 44,48: 1.4
Long-Term Purchase:
VYNPC 179.5 1,551,92! 48.8
Hydrc-Quebec 143.2 919,76« 28.9
Independent power product 36.7 202,48: 6.4
Other Purchase:
System and other purcha: 0.4 3,84¢ 0.1
NEPOOL (IS¢-New England’ 55,19: 1.8
Total 463.7 3,178,43: 100.0

Page 4 of 12!
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Wholly Owned Plants: Our wholly owned plants are located in Vermont dave a combined nameplate capacity of 74.2 NWe. operate a
of these plants, which include: 1) 20 hydroeleagienerating facilities with nameplate capacitiesgiag from a low of 0.3 MW to a high of 7.5
MW, for an aggregate nameplate capacity of 45.3 NWywo oil-fired gas turbines with a combined nataée capacity of 26.5 MW, and 3)
one diesel peaking unit with a nameplate capadiB4MW. The diesel plant has been deactivatedesR007 but its capacity is included in
the above totals.

Jointly Owned Plants We have joint-ownership interests in three getimegdacilities and one transmission facility. #lsown in the sources
and availability of power supply table above, weeige our share of output and capacity from thedtgenerating facilities. The Highgate
Converter is directly connected to the Hydro-Quebestem to the north and to the Transco systerddtivery of power to Vermont

utilities. This facility can deliver power in eghdirection, but predominantly delivers power frelydro-Quebec to Vermont. Additional
information about these facilities is shown in tabkle below.

Fuel Type Ownership Date In Service MW Entitlement
Wyman #4 Oil 1.78% 1978 10.8
Joseph C. McNe Various 20.00% 1984 10.8
Millstone Unit #3 Nuclear 1.73% 1986 21.4
Highgate Transmission Facili 47.52% 1985 N/A

VYNPC: We purchase our entitlement share of Vermont ¥arfdant output from VYNPC under a loteym power contract between VYNI
and Entergy-Vermont Yankee. The contract extenasugh the plant’s current license life, which egpiin March 2012. Prices per megawatt-
hour under the contract range from $43 in 20104% i 2012, and the contract contains a provisioowkn as the “low market adjuster” that
calls for a downward adjustment in the contraateif market prices for electricity fall by definaghounts.

Entergy-Vermont Yankee has no obligation to sugpigrgy to VYNPC over the amount the plant is pratyicso we receive reduced amounts
when the plant is operating at a reduced level,remenergy when the plant is not operating. Weesponsible for purchasing replacement
energy at these times. The plant normally shuendor about one month every 18 months for mainteeaand to insert new fuel into the
reactor. The next refueling outage is scheduledhi® spring of 2010. We typically enter into famd purchase contracts for replacement
power during scheduled outages.

We have a forced outage insurance policy to codditianal costs, if any, of obtaining replacemeotver from other sources if the Vermont
Yankee plant experiences unplanned outages. Tinentyolicy covers March 22, 2009 through March2110. In October 2009, we
purchased coverage for the period March 22, 20fdugh March 21, 2011. See Part Il, Item 7, Managgta Discussion and Analysis of
Financial Condition and Results of Operations, RoBugpply Matters.

Entergy-Vermont Yankee has submitted a renewaliegtjin with the NRC and an application for a Ciaxdite of Public Good (“CPG”) with

the PSB for a 20-year extension of the Vermont ¥anlant operating license. Entergy-Vermont Yardlsee needs approval from the PSB
and Vermont Legislature to continue to operate hdy2012. Significant hurdles may prevent its esliging. Potential operating, transparency
and communication issues related to the plant napierations have raised serious concerns amgugaters and members of the Vermont
Legislature, including some who have called fotétsiporary or permanent shutdown. An intervendh&éCPG case has requested that the
PSB order a shutdown of the Vermont Yankee plantjpgy resolution of current tritium leaks at thiesiThe PSB has opened a new docket to
consider that request. We are unable to predécotiicome of this matter.

On February 24, 2010, in a non-binding vote, themnt Senate voted against allowing the PSB toidengranting the Vermont Yankee
plant another 20-year operating license after 204 2ew Vermont legislature will be elected in fiaél of 2010 and could vote differently. We
are unable to predict the outcome of this matter.

At this time, Entergy-Vermont Yankee is attemptingpvercome these concerns, but we have not hgldobamal negotiations on a new
contract since these issues arose in January.rejted Entergy-Vermont Yankee’s current propdsat both parties are prepared to resume
negotiations for a purchased power contract wherstbues that have emerged are resolved. We cpreditt the outcome at this time. See
Part Il, Item 7, Management's Discussion and AnslgsFinancial Condition and Results of Operatjddther Business Risks - Power Supply
Risks.

Page 5 of 12




WPD-6
Screening Data Part 1 of 2
Page 3093 of 9808

Hydro-Quebec:We purchase power from Hydro-Quebec under the Vetioint Owners (“VJO”") Power Contract. The VJ@igroup of
Vermont electric companies, municipal utilities anwbperatives, of which we are a member. The Vd®@dP Contract has been in place since
1987 and purchases under the contract began in 1R8lated contracts were subsequently negotisgegden us and Hydro-Quebec that
altered the terms and conditions contained in thgiral contract by reducing the overall power riegnents and related costs. The VJO
contract runs through 2020, but our purchases uheecontract end in 2016. As of November 1, 2@@7annual load factor was reduced from
80 percent to 75 percent, and it will remain ap@bcent until the contract ends, unless the cohisathanged or there is a reduction due to
adverse hydraulic conditions.

Independent Power ProducersWe purchase power from several Independent Povegiueers (“IPPs”) who own qualifying facilities unde
the Public Utilities Regulatory Policies Act of 187These facilities use water and biomass as Melst of the power is allocated by a state-
appointed purchasing agent that assigns powel Yeamnont utilities under PSB rules.

System and Other Purchases, including ISO-New BdglaNe participate in the New England regional wholesdéctric power markets
operated by ISO-New England, Inc., the regionak imaiwer transmission organization established sor@sreliable and economical power
supply in New England, which is governed by thedfatlEnergy Regulatory Commission (“FERC”). Weoadsigage in short-term purchases
with other third parties, primarily in New Englartd, minimize net power costs and power supply rtsksur customers. We enter into forward
purchase contracts when additional supply is neadddenter into forward sale contracts when wectstexcess supply. On an hourly basis,
power is sold or bought through ISO-New Englan@®lement process to balance our resource outplkoad requirements.

See Part Il, Item 7, Management's Discussion araly&is of Financial Condition and Results of Opierst, Power Supply Matters and Part Il,
Item 8, Note 17 - Commitments and Contingenciesaéftitional information related to our power supahd related longerm power contract

Franchise Pursuant to Vermont statute (30 V.S.A. Section 2¢@) PSB has established the service area in wiecturrently operate. Under
30 V.S.A. Section 251(b), no other company is llggatitled to serve any retail customers in oualklshed service area except as described
below.

An amendment to Title 30 V.S.A. Section 212(a) ¢éeddlay 28, 1987 authorizes the DPS to purchasealetiibute power at retail to all
consumers of electricity in Vermont, subject totaier preconditions. Such sales have not been nmaderiservice area since 1993.

In addition, Chapter 79 of Title 30 of the V.S.Autlorizes municipalities to acquire the electristdibution facilities located within their
boundaries. Over the years a handful of municiealihave investigated the possibility of acquiring distribution facilities. However, no
municipality served by us has successfully estabtisa municipal electric distribution system. Véamot predict whether efforts to
municipalize portions of our service territory wiltcur in the future or be successful, and if deawthe impact would be on our financial
condition.

Regulation We are subject to regulation by the PSB, otheestaimissions, FERC and the NRC as described below.

State CommissionsAs described above we are subject to the regulatottyority of the PSB with respect to rates anoh$eof service. Along
with VELCO and Transco, we are subject to PSB licison related to securities issuances, plannimy@nstruction of generation and
transmission facilities and various other mattekdditionally, the Maine Public Utilities Commissi@xercises limited jurisdiction over us
based on our joint-ownership interest as a temantinmon of Wyman #4, and the Connecticut DepartraeRublic Utility Control has simil:
limited jurisdiction based on our interest in Milee Unit #3.

Federal Power Act: Certain phases of our business and that of VELGDTaiansco, including certain rates, are subjecegulation by the
FERC. We are a licensee of hydroelectric develogsender Part | of the Federal Power Act and alweitly Transco, we are interstate public
utilities under Parts Il and Ill, as amended angpdemented by the National Energy Act. On Febr@&y2009, we received a federal license
to continue to operate our Carver Falls hydroeietacility and on February 26, 2009, we receivddderal license to continue to operate our
Silver Lake hydroelectric facility. These projectpresent about 4.1 MW, or 9 percent of our hylgigc nhameplate capacity.
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Federal Energy Policy Act of 2005The Federal Energy Policy Act of 2005 (“"EPACT”) imdes numerous provisions meant to increase
domestic gas and oil supplies, improve energy sys&iability, build new nuclear power plants, axpand renewable energy sources. It also
repealed the Public Utility Holding Company ActX#35, effective February 2006. By reason of ounenship of utility subsidiaries, we are a
holding company as defined in EPACT. We have resbiv blanket exemption from the FERC to acquirersies of Transco, which

previously required FERC approval.

NRC:The nuclear generating facilities in which we haweinterest are subject to extensive regulatiothbByNRC. The NRC is empowered to
regulate siting, construction and operation of eackeactors with respect to public health, safatyjronmental and antitrust matters. Unde
continuing jurisdiction, the NRC may require modifiion of units for which operating licenses halvealy been issued, or impose new
conditions on such licenses, or require that theratpon of a unit cease or that the level of openadf a unit be temporarily or permanently
reduced.

Environmental Matters We are subject to environmental regulations inlitensing and operation of the generation, transimis and
distribution facilities in which we have an intetiegs well as the licensing and operation of thdifees in which we are a co-licensee. These
environmental regulations are administered by |cstate and federal regulatory authorities and mmpact our generation, transmission,
distribution, transportation and waste-handlinglites with respect to air, water, land and aesthgualities.

We cannot presently forecast the costs or othecefthat environmental regulation may ultimatedydion our existing and proposed facilities
and operations. We believe that any such prudémiiyrred costs related to our utility operationmud be recoverable through the ratemaking
process. See Part Il, Item 8, Note 17 - Commitsiantl Contingencies.

Competitive Conditions Competition currently takes several forms. Atwielesale level, New England has implemented itsiga of
FERC's “standard market design” (“SMD”), which islatailed competitive market framework that hasilted in bid-based competition of
power suppliers rather than prices set under deséwice regulation. Similar versions of SMD hdeen implemented in New York and a
large abutting multi-state region referred to asIPAt the retail level, customers have long hadrgg options.

Competition in the energy services market exista/éen electricity and fossil fuels. In the resiti@irand small commercial sectors, this
competition is primarily for electric space and erdteating from propane and oil dealers. Competissues are cost effectiveness, energy
efficiency, service, convenience, cleanliness, matic delivery and safety.

In the large commercial and industrial sectors mafrpese same factors are expected to influenceadd. Additionally, cogeneration and
self-generation can be competitive threats to netwarktet sales. Competitive risks in these markghsents are primarily related to seasc
one-shift milling operations that can tolerate pdic power outages common to such forms of cogéinerar selfgeneration, and for industri
or institutional customers with steady heat loattere the generator’'s waste heat can be used mntlagiufacturing or space conditioning
processes. Competitive advantages for networkreligg in those segments can be: cost effectiveraesl stability; convenience; cost of back-
up power sources or alternatively, reliability; spaequirements; noise problems; air emission #agermit issues; and maintenance
requirements. However, there may be some circurostawhere distributed generation, net meteringcagéneration could provide benefit:
us in the constrained areas of our system.

In the near-term, increasing appliance efficierteyndards, the slowly recovering economy and Vertaattergy efficiency programs will
result in very slow or negative demand growth. thia longer term, we expect that the emergencewfhyperefficient space and water heat
technologies, the use of electricity as a transpiort energy source, Smart Grid pricing progrants@arbon gas regulation may result in
somewhat higher, but most likely very slow, growtlpower demand.

Another possible competitive threat we face ispbeential for customers to acquire our assets tilt@process known as
municipalization. This is described above underdhption Franchise.

Seasonal Nature of BusinesSur kilowatt-hour sales and revenues are typidaitiyrer in the winter and summer than in the spaind fall, as
sales tend to vary with weather. Ski area andratfiter-related recreational activities along wétssociated lodging and longer hours of
darkness contribute to higher sales in the wintéile air conditioning generates higher sales amshmmer. Consumption is lowest in the
spring and fall, when there is decreased heatirggoling load.
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Capital Expenditures Our business is capital-intensive because annueitieaction expenditures are required to maintaéndistribution
system. Capital expenditures in 2009 amounte@1o4dmillion. Capital expenditures for the nexifiyears are expected to range from $37
million to $53 million annually, including an estated total of more than $60 million for CVPS Smarter ™ over the 5-year period. On
October 27, 2009, the U.S. Department of EnergyOED) announced that Vermont's electric utilitiedlwéceive $69 million in federal
stimulus funds to deploy advanced metering, newooosr enhancements and grid automation. As acgaatit on Vermont’s smart grid
stimulus application, we expect to receive a godmver $31 million. This award will fund a porti@f the $60 million SmartPower project
discussed above and is reflected in the five-yapital expenditure estimates above. We are ngwtreting with the DOE and other Vermont
utilities to finalize funding and requirements. eT$pending levels reflect our continued commitnernmvest in system upgrades. These
estimates are subject to continuing review andstdjant, and actual capital expenditures and timiag vary.

Competitive advantages may also develop for useabegin to implement CVPS SmartPoW#mwithin our service territory. A smart grid
delivers electricity from suppliers to consumermgdligital technology to save energy and costthdugh there are specific and proven smart
grid technologies in usemart gridis an aggregate term for a set of related techmedagther than a name for a specific technolodh wi
generally agreed-upon specification. Some of theeeted benefits of such a modernized electricitwogk include more efficient use of the
grid, reducing consumer power consumption durirgkgdeurs, enabling grid connection of distributederation, reducing the duration of
outages, enhanced system management, reducediope@ts and incorporating grid energy storagelfstributed generation load balancing.

Number of EmployeesAt December 31, 2009, we had 534 employees. GEteenployees, 213 were represented by Local Un@mr80D,
affiliated with the International Brotherhood ofeetrical Workers (“IBEW”). On December 31, 2008& wagreed to a new five-year contract
with our employees represented by the union, whiglires on December 31, 2013. Over time, our nurabemployees has been reduced in
anticipation of CVPS SmartPowgY operational efficiencies and for other reasons.

Executive Officers of Registrant
The following sets forth the executive officershefe are no family relationships among the exeeufiicers. The term of each officer is for
one year or until a successor is elected. Offiaeesnormally elected annually.

Name and Age Office Officer Since
Robert H. Young, 6: Chair of the board of directors, President andfawecutive officel 1987
Pamela J. Keefe, ¢ Senior vice president, chief financial officer, anghsure 2006
William J. Deehan, 5 Vice presiden- power planning and regulatory affa 1991
Joan F. Gamble, £ Vice presiden- strategic change and business serv 1998
Brian P. Keefe, 5. Vice presiden- government and public affai 2006
Joseph M. Kraus, 5 Senior vice presidel- operations, engineering and customer set 1987
Dale A. Rocheleau, 5 Senior vice president, general counsel and corpatretar 2003

Mr. Young joined the Company in 1987, was electedis present position in 1995, and was appoiniedr of the board in February 2010.
Young also serves as president, CEO, and chalireobtir subsidiaries: CVPSC - East Barnet Hydroetedhc.; CV Realty, Inc.; Custom;
CRC; Eversant Corporation; and SmartEnergy WatetiHg Services, Inc. He serves as chair of thedofdirectors of our affiliate,
VYNPC. He is also a director of our affiliates: MEO and Vermont Electric Transmission Company, Idr. Young is a director of the
Edison Electric Institute, Inc., Vermont BusinessuRdtable, Associated Industries of Vermont, amdwreston Playhouse Theatre
Company. He is a member of the advisory boardhef Chittenden Trust Company, a division of Peopliigted Bank.

Ms. Keefe joined the company in June 2006. Pddyding elected to her present position she seaseadce president, chief financial officer,
and treasurer from June 2006 to May 2009. Priguitong the company, from 2003 to 2006 she semgdenior director of financial strategy
and assistant treasurer of IDX Systems Corpordti@X”); from 1999 to 2003 she served as directbfinancial planning and analysis and
assistant treasurer at IDX. Ms. Keefe servesdireator, vice president, chief financial officand treasurer of our subsidiaries: CVPSC - East
Barnet Hydroelectric, Inc.; C.V. Realty, Inc.; Cust, CRC; Eversant Corporation; and SmartEnergy YWdéating Services, Inc. She also
serves as a director of our affiliate, VYNPC. Atlttially, Ms. Keefe serves as a member of the RdtRegional Medical Center Investment
Committee.

Page 8 of 12!




WPD-6
Screening Data Part 1 of 2
Page 3096 of 9808

Mr. Deehan joined the company in 1985 with ninerged utility regulation and related research eigrare. Mr. Deehan was elected to his
present position in May 2001. He serves as atdired the Joseph C. McNeil Generating Station,\teemont Electric Power Producers, Inc.,
and the Rutland County Boys and Girls Club. Additilly, Mr. Deehan is a member of the Internaticksdociation of Energy Economists and
the Organizing Committee of the Rutgers Universitivanced Regulatory Economics Workshop.

Ms. Gamble joined the company in 1989 with 10 yedirslectric utility and related consulting experie. Ms. Gamble was elected to her
present position in August 2001. Ms. Gamble atswes as vice president - strategic change anddsssiervices for our subsidiary, Eversant
Corporation. She serves as a director for ouridigsges, Eversant Corporation and SmartEnergy YWdéating Services, Inc. She is also on
the board of the Vermont Achievement Center, RatlRegional Medical Center, Rutland Regional He8kivice, and Vermont Public
Television. She is a member of the Vermont Supré€mert's Commission on Judicial Operation.

Mr. Keefe joined the company in December 2006 01Rta being elected to his present position heexkas vice president for governmental
affairs from December 2006 to September 2007. rRoigining the company, from 2000 to 2006 he sdras a senior aide to U.S. Senator
James M. Jeffords, focusing on energy, environraedteconomic development issues, and servingiasriidetween Vermont constituents
Washington, D.C. policymakers. He is on the badrhe Vermont Chamber of Commerce and is a membitre Vermont Council on the
Future of Vermont.

Mr. Kraus joined the company in 1981. Prior tongeélected to his present position he served derséne president engineering and
operations, general counsel, and secretary from 2083 until November 2003. Mr. Kraus serves asectbr of our subsidiaries: CVPSC -
East Barnet Hydroelectric, Inc.; C.V. Realty, If€cystom; CRC; Eversant Corporation; and SmartEn@/gter Heating Services,

Inc. Additionally, Mr. Kraus serves as a direcand president of The Mentor Connector (a commuipétyed, non-profit organization that
matches volunteer mentors with children in need)iara member of the Governor's Homeland Securityigory Council.

Mr. Rocheleau joined the company in November 20R8or to being elected to his present positiosémwed as senior vice president for legal
and public affairs, and corporate secretary fromeévaber 2003 to September 2007. Prior to joinirgdbmpany, he served as a director and
attorney at law from 1992 to 2003 with Downs RaciMartin, PLLC. Mr. Rocheleau serves as a direcenior vice president, general cou
and corporate secretary of our subsidiaries: CVPE&st Barnet Hydroelectric, Inc.; C.V. Realty,.tln€ustom; CRC; Eversant Corporation;
and SmartEnergy Water Heating Services, Inc. Hdsis a trustee of the University of Vermont anat&®gricultural College Board of
Trustees. Additionally, he serves as a directadhefHartford Land Company, the Greater Burlingtagtustrial Corporation, Cynosure, Inc.,
and the Rutland Economic Development Corporatidn. Rocheleau is also a member of the Governoria€ibof Environmental Advisors.

Energy Conservation and Load ManagementThe primary purpose of Conservation and Load Mamege programs is to offset need for
long-term power supply and delivery resources éinatmore expensive to purchase or develop thaproestefficiency programs, including
unpriced external factors such as emissions andoaaio risk. The Vermont Energy Efficiency UtiliEEU"), created by the state of
Vermont to implement energy efficiency programstighout Vermont, began operation in January 200@.have a continuing obligation to
provide customer information and referrals, andrdmation of customer service, power quality, angl ather distribution utility functions,
which may intersect with the EEU’s activities.

We have retained the obligation to provide demade mianagement programs targeted at deferral ofraasmission and distribution projects,
as identified in Vermont’s Distributed Utility Plaimg (“DUP”). DUP is designed to ensure that seééable delivery services are provided at
least cost. The PSB recently approved a similacgss for the bulk transmission lines owned andatpe by Transco. The PSB appointed
three members of the public, along with represamstof the state’s utilities, including us, to thewly created Vermont System Planning
Committee to oversee that process. In 2006, thendet Legislature also gave Efficiency Vermont awity to target the delivery of energy
efficiency to specific geographic areas to defansmission and distribution upgrades. This probegsn for the first time in 2007.

Recent Energy Policy InitiativesSeveral laws have been passed since 2005 that fimleatric utilities in Vermont. While provisiord
recently passed laws are now being implementede fBecontinued interest in additional policiesigesd to reduce electricity consumption,
promote renewable energy and reduce greenhoussngasions. We continue to monitor regional anefaebproposals that may have an
impact on our operations. See Part Il, Item 7, dgpment's Discussion and Analysis of Financial @mrmdand Results of Operations, Recent
Energy Policy Initiatives.
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(d) Financial Information about Geographic AreasNeither we nor our subsidiaries have any foreigaerafions or export sales. The regul.
utility business engages in the purchase, productiansmission, distribution and sale of eledtyiai Vermont as well as the transmission of
energy in New Hampshire and the generation of gnerlew York, Maine and Connecticut. SmartEnevggter Heating Services, Inc.
engages in the sale and rental of electric watatehg in Vermont and New Hampshire.

(e) Available Information

We make available free of charge through our IrteWeb sitewww.cvps.compur annual report on Form 10-K, quarterly reportd=orm 10-
Q, current reports on Form 8-K and amendmentsdsetieports as soon as reasonably practicableeddieronically filing with the Securities
and Exchange Commission (“SEC”). Access to thentsps available from the main page of the Intekieb site through “Investor
Relations.” Our Corporate Ethics and Conflict dielrest Policy, Corporate Governance Guidelines,Glmatters of the Audit, Compensation
and Corporate Governance Committees are also biaa the Internet Web site. Access to these mecis is available from the main page
of our Internet Web site under “About us” and tH€orporate Governance.” Printed copies of theseidwmts are also available upon written
request to the Assistant Corporate Secretary gpinecipal executive offices. Our reports, prokfprmation statements and other information
are also available by accessing the SEC’s Int&ffedi site www.sec.goy or at the SEC’s Public Reference Room at 100r&eSN.E.,
Washington, D.C. 20549. Information regarding agien of the Public Reference Room is availabledlling the SEC at 1-800-732-0330.

Item 1A. Risk Factors

We operate in a market and regulatory environmeattinvolves significant risks, many of which aeybnd our control, cannot be limited cost-
effectively or may occur despite our risk-mitigatistrategies. Each of the following risks couldéa material effect on our

performance. Also see Part Il, Item 7, Manageraddiscussion and Analysis of Financial Conditiod &esults of Operations, Other Business
Risks and Part I, Iltem 7A, Quantitative and Quaite Disclosures About Market Risk.

We are subject to substantial utility-related reguétion on the federal, state and local levels, anchanges in regulatory or legislative

policy could jeopardize our full recovery of costs. At the federal level, the FERC regulates our trassion rates, affiliate transactions, the
acquisition by us of securities of regulated esgithnd certain other aspects of our business.PBBeregulates the rates, terms and conditions
of service, various business practices and traimestfinancings, transactions between us and ffiliates, and the siting of our transmission
and generation facilities and our ability to ma&pairs to such facilities. Our allowed rates d¢fine, rate structures, operation and construction
of facilities, rates of depreciation and amortiaatiand recovery of costs (including decommissigriosts and exogenous costs such as storm
response-related expenses), are all determineéhwiith regulatory process. The timing and adequécggulatory relief directly affect our
results of operations and cash flows. Under $séatewe are entitled to charge rates that aredafit to allow us an opportunity to recover
reasonable operation and capital costs and a retuimvestment to attract needed capital and mainotar financial integrity, while also
protecting relevant public interests. We prepaue submit periodic filings with the DPS for reviend with the PSB for review and

approval. The PSB may deny the recovery of costsried for the operation, maintenance, and coctstruof our regulated assets, as well as
reduce our return on investment. Furthermore, c@npé with regulatory and legislative requiremarusld result in substantial costs in our
operations that may not be recovered. Also seelR#em 7, Management's Discussion and Analg$iBinancial Condition and Results of
Operations, Retail Rates and Alternative Regulafionadditional information about our AlternatiRegulation Plan that became effective on
November 1, 2008. It expires on December 31, 2Bafiywe have an option to petition for an extens

We are subject to the effects of changes in Vermostate government resulting from elections of pubti officials, including the governor

and appointees of the PSB.A change in public officials could have impliaais on our regulatory relationships and future rate
settlements. New officials could have differerdws on various regulatory issues.
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Unexpected ice, wind and snow storms or extraordindy severe weather can dramatically increase costsvith a significant lapse of time
before we recover these costs through our ratesThe demand for our services and our ability tovjate them without material unplanned
expenses are directly affected by weather condititve serve a largely rural, rugged service tewritaith dense forestation that is subject to
extreme weather conditions. Storm activity hasmtmgnificant in recent years, with the two mogpenxsive storms in our history occurring in
2007 and 2008. Our results of operations canfeetafl by changes in weather. Severe weather womslisuch as ice and snow storms, high
winds and natural disasters may cause outagesrapdrpy damage that may require us to incur aduificosts that are generally not insured
and that may not be recoverable from customer® €eftect of the failure of our facilities to operats planned under these conditions would be
particularly burdensome during a peak demand penié typically receive the five-year average ofst restoration costs in our

rates. Weather conditions also directly influettteedemand for electricity.

We are currently recovering storm response-relepsts from the 2008 major storm under our alteveategulation plan, but are unable to
predict whether future major storm costs will gfyatis an exogenous factor or if we will receiveutegpry approval for full recovery of costs.

We are subject to extensive federal, state and ldaanvironmental regulation that could have a materal adverse effect on our financial
position, results of operations or cash flowaNe are subject to federal, state and local enviemtal regulations that monitor, among other
things, emission allowances, pollution controlsjntenance, site remediation, equipment upgradesrenthgement of hazardous

waste. Various governmental agencies require obt@in environmental licenses, permits, inspestiamd approvals. Compliance with
environmental laws and requirements can imposéfigignt costs, reduce cash flows and result in fpsautdowns or reduced plant output.

Any failure by us to comply with environmental laasd regulations, even if due to factors beyondcountrol or reinterpretations of existing
requirements, could also increase costs. Exigtingronmental laws and regulations may be revigetew laws and regulations seeking to
protect the environment may be adopted or becorpkcaple to us. The cost impact of any such lagian would be dependent upon the
specific requirements adopted and cannot be detedrat this time. Also, see Part Il, Item 7, Masragnt's Discussion and Analysis of
Financial Condition and Results of Operations, Re&mergy Policy Initiatives.

Greenhouse gas emission legislation or regulatiori§ enacted, could significantly increase the whosmle cost of power, capital
expenditures or operating costs. Global climate change issues have received arased focus on the federal and state governmegisle
which could potentially lead to additional rulesdaegulations that impact how we operate our bgsin@cluding power plants we own and
general utility operations. The ultimate impactau business would be dependent upon the speuiéis and regulations adopted and we
cannot predict the effects of any such legisladibthis time. We anticipate that compliance witbenhouse gas emission limitations for all
suppliers may entail replacement of existing eg@iptninstallation of additional pollution contraj@pment, purchase of emissions allowar
curtailment of certain operations or other actioA$so, see Part I, Item 7, Management’s Discussind Analysis of Financial Condition and
Results of Operations, Recent Energy Policy Iriites.

Our business is affected by local, national and wadwide economic conditions, and due to current margt volatility, we have a number
of cash flow risks. If the current economic crisis intensifies or istsined for a protracted period of time, poterdiafuptions in the capital
and credit markets may adversely affect our businBsere could be adverse effects on: the avaitkabihd cost of short-term funds for
liquidity requirements; the availability of finaratly stable counterparties for the forward purchese forward sale of power; the availability
and cost of long-term capital to fund our assetagament plan and future investments in Transcdtiaddl funding requirements for our
pension trust due to declines in asset valuesrtd fiension liabilities; and the performance ofdksets in our Rabbi Trust and
decommissioning trust funds.

Longer-term disruptions in the capital markets assalt of economic uncertainty, changes in regadatreduced financing alternatives or
failures of financial institutions could adverselffect our access to the funds needed to operateusiness. Such prolonged disruptions could
require us to take measures to conserve cashtlmtiharkets stabilize. In addition, if our abilityaccess capital becomes significantly
constrained, our interest costs will likely incread our financial condition could be harmed, fatare results of operations could be
adversely affected.
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The global economic crisis resulted in a signiftad@cline in lending activity, which has recentbgon to abate. We have a $40 million
unsecured revolving credit facility and a $15 roifliunsecured revolving credit facility with differtebanks. Our access to funds under the
revolving credit facilities is dependent on theligpbf the counterparty banks to meet the fundinghnmitments. The counterparty banks may
not be able to meet the funding commitments if teyerience shortages of capital and liquidity>aressive volumes of borrowing requests
from other borrowers within a short period.

We are currently reviewing options to issue delot @quity to support working capital requirementsuténg from investments in our
distribution and transmission system. On Noventh@009, we filed a Registration Statement on F8rBwith the SEC requesting the ability
to offer, from time to time and in one or more oiffigs, up to $55 million of our common stock. Oadember 4, 2009, the SEC declared the
Registration Statement to be effective. On Janui&r2010, we filed a Prospectus Supplement wghBC noting that we entered into an
Equity Distribution agreement allowing us to issyeto $45 million of shares under an “at-the-mdrkdéfering program. As of December 31,
2009, no shares have been issued under this amamge

We are subject to investment price risk due to eqty market fluctuations and interest rate changes, Wich could result in higher
contributions and more cash outflows. Interest rate changes and volatility in the eqmrkets could impact the values of the debt andtye
securities in our pension and postretirement méttiest funds and the valuation of pension and otiemefit liabilities, affecting pension and
other benefit expenses, contributions to the ertdrnst funds and our ability to meet future pensand postretirement benefit

obligations. Interest rate changes and volatititthe equity markets could also impact the valuthe debt securities in our nuclear
decommissioning trust.

We have risks related to our power supply and whokale power market prices and we could be exposedh@h wholesale power prices
that could be material. Our material power supply contracts are with Hy@uebec and VYNPC. The power supply contracts Wetmont
Yankee and Hydro-Quebec comprise the majority oftotal annual energy purchases. Combined, thesgacts amount to approximately 90
percent of our total energy purchases. If oneoth bf these sources become unavailable for agefitime, we could be exposed to high
wholesale power prices and that amount could benmat Additionally, this could significantly impaour liquidity due to the potentially high
cost of replacement power and performance assuratiegeral requirements arising from purchasesugh ISO-New England or third
parties. Most incremental replacement power costdd be recovered through the power cost adjustmechanism in our alternative
regulation plan or we could seek emergency ratefrebm our regulators if this were to occur. 8uelief may or may not be provided and

is provided we cannot predict its timing or adequac

Our contract for power purchases from Vermont Yandeds in March 2012, but there is a risk thapthat could be shut down earlier than
expected if Entergy-Vermont Yankee, the plant’s ewidetermines that it is not economical to corginperating the plant or public health
issues arise. The plant owners are currentlygryandetermine the source of a leak of tritium-g&d water at the plant, which raised the
concerns detailed above. We cannot predict theomeaof this matter or how it might affect us.

If the Vermont Yankee plant is shut down for angs@n prior to the end of its operating licenseweeld lose the economic benefit of an
energy volume equal to close to 50 percent of ot@ tommitted supply and have to acquire replacempewer resources for approximately
percent of our estimated power supply needs. Basegitojected market prices as of December 31, 20@39ncremental replacement cost of
lost power, including capacity, is estimated torage $27.5 million annually. We are not able tedict whether there will be an early
shutdown of the Vermont Yankee plant or whetherRB& would allow timely and full recovery of inceeal costs related to such

shutdown. An early shutdown, depending upon tleeiip circumstances, could involve cost recovagythe outage insurance described al
and recoveries under the PCAM but, in general, dowolt be expected to materially impact financiautts, if the costs are recovered in retalil
rates in a timely fashion.

Deliveries under the contract with Hydro-Quebec en2016, but the level of deliveries will begindecrease after 2012. Hyd@iebec is in
building phase and interested in a new contrace ré¢ently signed a memorandum of agreement, az@cto a final contract for ongoing
Hydro-Quebec supplies. There is a risk that otleeirces available to fill out our portfolio may i as reliable, and the price of such
replacement power could be significantly highenthdat we have in place today.
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Extreme weather conditions, breakdowns, war, actsfaerrorism or other occurrences could lead to thdoss of use or destruction of our
facilities or the facilities of third parties that are used in providing our services, or with which ar electric facilities are interconnected,
and could greatly reduce cash flows and increase puosts of repairs and/or replacement of assetsOur ability to provide energy delivery
and related services depends on our operationfaaitities and those of third parties, includindd®ew England and electric generators from
which we purchase electricity. While we carry pnapénsurance to protect certain assets and gernegalatory precedent may provide for the
recovery of losses for such incidents, our lossag not be fully recoverable through insurance atamer rates.

We could recognize financial losses as a resultwflatility in the market values of derivative contracts. We use derivative instruments,
such as forward contracts, to manage our commaoidky We also bear the risk of a counterpartyirigito perform. While we employ prudent
credit policies and obtain collateral where appiettpr counterparty credit exposure cannot be elteith, particularly in volatile energy mark

Gains or losses on derivative contracts are matdkedarket, but we have received approval for regmjaaccounting treatment of these mark-
to-market adjustments, so there is no impact orirmame statement.

Adoption of new accounting pronouncements and appiation of accounting guidance for regulated operatins can impact our financial
results. The adoption of new accounting standards and clsatogeurrent accounting policies or interpretatiohsuch standards may
materially affect our financial position, resultisoperations or cash flows. Accounting policiesoaihclude industry-specific accounting
standards applicable to rate-regulated utilitiésve determine that we no longer meet the critewiaccount for regulated operations, the
accounting impact would be a charge to operatiéi$id.8 million on a pre-tax basis as of Decemier2B09, assuming no stranded cost
recovery would be allowed through a rate mechanige. would also be required to record pension audrptirement costs of $31.3 million
a pre-tax basis to Accumulated Other Comprehensigs and $0.7 million to Retained Earnings as actdn in stockholders’ equity and
would be required to determine any potential impaint to the carrying costs of deregulated plarite flnancial statement impact resulting
from the discontinuance of accounting for regulaipdrations might also trigger certain defaultsarm@lr current financial covenants.

The effect of the adverse impacts from these askoirs on our utility earnings could be mitigatgttiee earnings sharing adjustment
mechanism in the alternative regulation plan effecfanuary 1, 2009.

Anti-takeover provisions of Vermont law, our articles of association and our bylaws may prevent or dgf an acquisition of us that
stockholders may consider favorable or attempts toeeplace or remove our management that could be befieial to our stockholders.Our
articles of association and bylaws contain provisithat could make it more difficult for a thirdrpato acquire us without the consent of our
board of directors. They provide for our boardiwéctors to be divided into three classes serstaggered terms of three years and permit
removal of directors only for cause by the hold&raot less than 80 percent of the shares entitledte (except where our Senior Preferred
Stock has a right to participate in voting aftertai@ arrearages in payments of dividends). Addaily, they require advance notice of
stockholder proposals and stockholder nominatiorikeé board of directors. In addition, they imposgtrictions on the persons who may call
special stockholder meetings. In addition, Vernlant allows directors to consider the interestsaistituencies other than stockholders in
determining appropriate board action on a recommitiom of a business combination to stockholderse dpproval of a U.S. government
regulator or the PSB will also be required of dertgpes of business combination transactions.s&hovisions may delay or prevent a chz
of control of our company even if this change afitcol would benefit our stockholders.

We have other business risks related to liquidity. An extended unplanned Vermont Yankee plant outagémilar event could have a
significant effect on our liquidity due to the potially high cost of replacement power and perfanoeassurance requirements arising from
purchases through 1ISO-New England or third parties.

Any disruption could require us to take measurettserve cash until the capital markets stabdizentil alternative credit arrangements or

other funding for our business needs can be arthn§ech measures could include deferring capiad¢editures and reducing dividend
payments or other discretionary uses of cash.
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Our credit facilities provide liquidity for generebrporate purposes, including working capital rse@d power contract performance assurance
requirements in the form of funds borrowed andehstbf credit. We raised $20.9 million, net oli@ssce costs, in a secondary offering of our
common stock in November 2008. The proceeds wsed for general corporate purposes including imrests in our core infrastructure to
maintain system reliability. If we are ever unatidesecure needed funding, we would review our @@ie goals in response to the financial
limitation. Other material risks to cash flow fraperations include: loss of retail sales revenamfunusual weather; slower-than-anticipated
load growth and unfavorable economic conditionstéases in net power costs due to lower-than-aatied margins on sales revenue from
excess power or an unexpected power source intemypequired prepayments for power purchases;mereéases in performance assurance
requirements described above, as a result of loglrepmarket prices.

Continued turbulence in the capital markets comdt lor delay our ability to obtain additional oids capital on reasonable terms, and could
negatively affect our ability to remarket and keepstanding $10.8 million of our revenue bonds withnthly interest rate resets.

A related liquidity risk is our growing reliance eash distributions from one of our affiliates. isao’s ability to pay distributions is subject to
its financial condition and financial covenantghe various loan documents to which it is a pakithough it is a regulated business, Transco
may not always have the resources needed to paipdifons with respect to the ownership unitstie same manner as VELCO paid in the
past.

Likewise, our business follows the economic cydkthe customers we serve. The economic downtulbsejuent recession and increased

of energy supply have and could continue to adWeedéect energy consumption and therefore impactresults of operations. Economic
downturns or periods of high energy supply cogtécslly lead to reductions in energy consumptiod excreased conservation measures.
These conditions could adversely impact the lefelhergy sales and result in less demand for erdetivery. However, the effect of
unanticipated reduced consumer demand on our rewsitibe offset to a large degree by the powet eosl earnings sharing adjustment
mechanism in the alternative regulation plan theaiaime effective January 1, 2009. Anticipated coresudemand is reflected in base rates set
annually under the plan.

Economic conditions in our service territory alsgpact our collections of accounts receivable andrftial results.

An inability to access capital markets at attractie rates could materially increase our expensesWe rely on access to capital markets as a
significant source of liquidity for capital requinents not satisfied by operating cash flows. Qusitess is capital intensive and dependent on
our ability to access capital at rates and on temmsletermine to be attractive. If our abilityatocess capital becomes significantly constrained,
our interest costs could increase materially, marfcial condition could be harmed and future tssof operations could be adversely affected.

Our current credit rating is subject to change andratings below investment grade could increase ourapital costs and collateral
requirements. In December 2009, Moody’s Investors Service issused corporate credit rating of Baa3, which is gtrreent

grade. Subsequently, Standard & Poor’s Ratingei&esr withdrew, at our request, its rating of usclithad been BB+ (below investment
grade) since June 2005. Restoration of our cratitg to investment grade was a key goal for ughdiuthat time. Attaining an investment-
grade rating benefits our customers and sharel®lgegiving us access to loweost capital, more power purchase and sale colartep, anc
higher collateral thresholds. Looking ahead, agiterm power contracts with Hydro-Quebec and Verimankee begin to expire two years
from now, these ratings become even more important.

The costs associated with healthcare or pension ddpitions could escalate at rates higher than antipated, which could adversely affect
our results of operations and cash flows. Active employee and retiree healthcare and pansists are a significant part of our cost
structure. The costs associated with healthcapeesion obligations could escalate at rates hititaer anticipated, which could adversely
affect our results of operations and cash flowssoAsee Part Il, Item 7, Management’s DiscussiahAnalysis of Financial Condition and
Results of Operations, Critical Accounting Policge®l Estimates, Pension and Postretirement MeBmaefits.

We have risks related to the cost and implementatioof new technology projects The CVPS SmartPowé¥ (“SmartPower”) plan

involves the deployment of technologies that magnge our business in fundamental ways. We betlese changes will be in the best
interest of the company and our customers. Howelierfull extent of these changes is not yet knowknowable, and we cannot say with
certainty that the deployment of these technologiisnot present some risks to the company andpsrations. As our industry deploys these
technologies and their impacts become more undetstee will be able to more precisely estimateribks, if any, of these technologies on
business.
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We are working with the DPS, to reach an agreermeithe recovery of costs associated with the @ad,we will seek PSB approval of the
agreement. Extensions of the regulatory revievegse will impact the SmartPower project schedule.

SmartPower is highly dependent on other capitgepts. We are working with various parties to 8wlcommunications infrastructure that
will support an advanced meter infrastructure. ZEL our transmission affiliate, is in the procekd@veloping its related project plans and
milestones for its capital projects. If the miests of VELCO's projects are out of phase with 8orartPower telecommunications
requirements, temporary solutions could add cotedSmartPower project.

We have risks related to technology interruptions ad changes Our daily operations are heavily dependent ohrislogy and computing
systems. While our technological infrastructurighly reliable, and extended outages and failaresnot anticipated, extended outages could
adversely impact many aspects of our businessn@&sain technology and/or an accelerated ratearighin technology could also have an
adverse impact on our business.

The loss of key personnel or the inability to hireand retain qualified employees could have an advessffect on our business, financial
condition and results of operationsOur operations depend on the continued effortauofemployees. Retaining key employees and
maintaining the ability to attract new employees ianportant to both our operational and financeffprmance. A significant portion of our
workforce, including many workers with specializ@dlls maintaining and servicing the electricalrastructure, will be eligible to retire over
the next five to 10 years. Also, members of ounaggement or key employees may leave the compargpaoedly. Such highly skilled
individuals and institutional knowledge cannot lécgly replaced due to the technically complex wtirky perform.

Item 1B. Unresolved Staff Comments
None

Item 2. Properties

We hold in fee all of our principal plants and innfamt units, including those of our consolidatetdssdiaries. Transmission and distribution
facilities that are not located in or over publighways are, with minor exceptions, located on lanthed in fee or pursuant to easements, mosi
of which are perpetual. Transmission and distridyulines located in or over public highways aredt®d pursuant to authority conferred on
public utilities by statute, subject to regulatminstate or municipal authorities. Substantiallyodour utility property and plant is subject to
liens under our First Mortgage Indenture.

Our properties are operated as a single systenistirterconnected by the transmission lines oh$ca, New England Power and Public
Service Company of New Hampshire. We own and dp&& small generating stations in Vermont witbtaltcurrent nameplate capability of
74.2 MW. Our joint ownership interests includet. @769 percent interest in an oil-generating plaffaine; a 20 percent interest in a wood-,
gas- and oifired generating plant in Vermont; a 1.7303 perdetgrest in a nuclear generating plant in Coneettiand a 47.52 percent inter
in a transmission interconnection facility in Venmo Additional information with respect to theseperties is set forth under Part I, Item 1,
Business, Sources and Availability of Power Sugpid is incorporated herein by reference.

At December 31, 2009, our electric transmissiondiattibution systems consisted of approximately fiiles of overhead transmission lines,
8,470 miles of overhead distribution lines and #4@kes of underground distribution lines. All are#ted in Vermont except for approximately
23 miles in New Hampshire and 2 miles in New York.

Transco’s properties consist of approximately 62lesrof high-voltage overhead and underground trassion lines and associated
substations. The lines connect on the west witHitles of National Grid New York at the VermontW& ork border near Whitehall, N.Y. and
Bennington, Vt., and with the submarine cable ofvNérk Power Authority near Plattsburgh, N.Y.; d¢retsouth and east with the lines of
National Grid New England, Public Service Compahilew Hampshire and Northeast Utilities; on thethawith the facilities of Vermor
Yankee and with National Grid New England near Adalass.; and on the northern border of Vermorh #ie lines of Hydro-Quebec near
Derby, Vt. and through the Highgate converter statind tie line that we jointly own with severahet Vermont utilities.

VELCO'’s wholly owned subsidiary, Vermont Electricahsmission Company, Inc. has approximately 52swifehighvoltage DC transmissit
lines connecting with the transmission line of Hyduebec at the Quebec-Vermont border in the Tdwhooton, Vt. and connecting with the
transmission line of New England Electric TransmoisCorporation, a subsidiary of National Grid USA the Vermont-New Hampshire
border near New England Power Company’s Moore rgldotric generating station.
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Item 3. Legal Proceedings
We are involved in legal and administrative prodegsl in the normal course of business and do Haveethat the ultimate outcome of these
proceedings will have a material adverse effeabanfinancial position, results of operations osttdlows.

Iltem 4. Removed and Reserved
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PART Il

Iltem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases
of Equity Securities.

(a) Our common stock is listed on the New York &B&change (“NYSE”) under the trading symbol CV.

The table below shows the high and low sales miaair Common Stock, as reported on the NYSE coitgtape by The Wall Street Journal,
for each quarterly period during the last two yesg$ollows:

Market Price
2009 High Low

First Quarter $ 26.3: $ 16.81
Second Quarter $ 1862 $ 15.7¢
Third Quarter $ 209t $ 17.1¢
Fourth Quarter $ 21.1C $ 18.6¢
2008

First Quartel $ 32.4:  $ 22.4(
Second Quarte $ 25.1: $ 18.7¢
Third Quartel $ 258 % 18.17
Fourth Quarte $ 24.37 $ 15.1¢

(b) As of December 31, 2009, there were 5,949 heldéour Common Stock, $6 par value.
(c) Common Stock dividends have been declared eplyadnd cash dividends of $0.23 per share werr foaiall quarters of 2009 and 2008.

So long as any Senior Preferred Stock is outstandixcept as otherwise authorized by vote of twimshof such class, if the Common Stock
Equity (as defined) is, or by the declaration of dividend will be, less than 20 percent of Totalp@alization (as defined), dividends on
Common Stock (including all distributions thereemacquisitions thereof), other than dividends péyan Common Stock, during the year
ending on the date of such dividend declaratioall &fe limited to 50 percent of the Net Income Aahle for Dividends on Common Stock (as
defined) for that year; and if the Common Stock iBgis, or by the declaration of any dividend wik, from 20 percent to 25 percent of Total
Capitalization, such dividends on Common Stockrdythe year ending on the date of such dividenthdgtion shall be limited to 75 percent
of the Net Income Available for Dividends on Comnftock for that year. The defined terms identifdxbve are used herein in the sense as
defined in subdivision 8A of our Articles of Assatibn; such definitions are based upon our uncatesteld financial statements. As of
December 31, 2009, the Common Stock Equity of eonsolidated company was 52.4 percent of Totalt@lgation.

Our First Mortgage Bond indenture contains centastrictions on the payment of cash dividends guitabstock and other Restricted Paym:
(as defined). This covenant limits the paymertasth dividends and other Restricted Payments tbletimcome (as defined) for the period
commencing on January 1, 2001 up to and includirgrionth next preceding the month in which suchriRésd Payment is to be declared or
made, plus approximately $77.6 million. The dediterms identified above are used herein in theesas defined in Section 5.09 of the Forty-
Fourth Supplemental Indenture dated June 15, 200 definitions are based upon our unconsolidi@tedcial statements. As of December
31, 2009, $75.7 million was available for such dands and other Restricted Payments.

(d) The information required by this item is inchdtin Part 11, Item 12, Security Ownership of @émtBeneficial Owners and Management
Related Stockholder Matters, herein.

(e) The performance graph showing our five-yeaaltsthareholder return required by this item isudeld in our Annual Report to Shareholders
and is hereby incorporated by reference.
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Item 6. Selected Financial Dat¢

(in thousands, except per share amot
2009 2008 2007 2006 2005

Income Statement

Operating revenue $ 342,09¢ $ 342,16: $ 329,100 $ 325,73t $ 311,35¢
Income from continuing operations | $ 20,74¢  $ 16,38 $ 15,80¢ $ 18,10: $ 1,41(
Income from discontinued operations 0 0 0 251 4,93¢
Net income $ 20,74¢  $ 16,38 $ 15,80¢ $ 18,35: $ 6,34¢€
Per Common Share Date

Basic earnings from continuing operatic $ 178 % 15 8 152 $ 165 $ 0.0¢
Basic earnings from discontinued operati 0.0C 0.0C 0.0C 0.0z 0.4(C
Basic earnings per she $ 178 1.5¢ $ 1.5z $ 1.67 $ 0.4¢
Diluted earnings from continuing operatic $ 1.74 % 152 % 14¢ % 162 % 0.0¢
Diluted earnings from discontinued operati 0.0C 0.0C 0.0C 0.0z 0.4C
Diluted earnings per sha $ 1.74 $ 152 $ 14¢ $ 166 $ 0.4¢
Cash dividends declared per share of common ¢ $ 09z $ 09z $ 09z $ 06¢ $ 1.1t
Balance Shee

Long-term debt (c) (d $ 201,61: $ 167,50 $ 112,95( $ 115,95( $ 115,95(
Capital lease obligations ( $ 431 % 517 $ 588¢ $ 6,61: $ 6,15:%
Redeemable preferred stock $ 0 $ 1,00 $ 2,000 $ 3,000 $ 4,00(
Total capitalization (d $ 445,40. $ 401,20t $ 317,70 $ 312,96¢ $ 351,52
Total assets (€ $ 632,15 $ 626,12t $ 540,31: $ 500,93t $ 551,43:

(a) For 2005, includes a $21.8 million |-tax charge to earnings ($11.2 million a-tax) related to a 2005 Rate Ord
(b) For 2006 and 2005, includes Catamount, which whkisdhe fourth quarter of 200

(c) For 2009 and 2008, includes $60 million of newluisd 6.83%, Series UU first mortgage bonds, d2928.

(d) Amounts exclude current portior

(e) We invested $20.8 million in Transco in 2009, $llion in 2008, $53 million in 2007 and $23.3 nwih in 2006.
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CENTRAL VERMONT PUBLIC SERVICE CORPORATION

Item 7. Managements Discussion and Analysis of Financial Condition ahResults of Operations

In this section we discuss our general financialdition and results of operations. Certain facthes may impact future operations are also
discussed. Our discussion and analysis is basemhdrshould be read in conjunction with, the aqeamying Consolidated Financial
Statements. The discussion below also includesG®WAP measures referencing earnings per dilutedestoat variances described below in
Results of Operations. We use this measure tage@dditional information and believe that thisamerement is useful to investors to eval
the actual performance and contribution of our hes$ activities. This non-GAAP measure shouldbeatonsidered as an alternative to our
consolidated fully diluted earnings per share deteed in accordance with GAAP as an indicator ofaperating performance. Also, please
refer to our “Cautionary Statement Regarding Fodalamoking Information” section preceding Part ertt 1, Business of this Form 10-K.

COMPANY OVERVIEW

We are regulated by the Vermont Public Service B8¢4?SB”), the Federal Energy Regulatory Commisgi®fERC") and the Connecticut
Department of Public Utility Control with respectiates charged for service, accounting, finaneimg other matters pertaining to regulated
operations. Fair regulatory treatment is fundameiot maintaining our financial stability. Ratesishbe set at levels to recover costs, inclu
a market rate of return to equity and debt holdersrder to attract capital. As discussed untertteading Retail Rates and Alternative
Regulation below, the PSB approved, with modifimasi, the alternative regulation plan that we pregda August 2007, with

modifications. The implementation of this planJanmuary 1, 2009, has provided timelier rate adjaststo reflect changes in power, opera
and maintenance costs, which better serve theesteeof customers and shareholders.

As a regulated electric utility, we have an exalegiight to serve customers in our service telyitarhich can generally be expected to result in
relatively stable revenue streams. The abilityhtwease our customer base is limited to acquisstimr growth within our service territory. Due
to the nature of our customer base, weather anubetic conditions can significantly affect retailesarevenue. Retail sales volume over the
last 10 years has grown at an average rate ofHassl percent per year, ranging from a decreaabait 3 percent in 2009, primarily due to
the poor economy, to increases of over 2 perceothiar years. We currently have sufficient povesources to meet or exceed our forecasted
load requirements through March 2012.

Our non-regulated wholly owned subsidiary Catamdegources Corporation (“CRC”) owns Eversant Cafion (“Eversant”), which
operates a rental water heater business througtiafly owned subsidiary, SmartEnergy Water HeaSegvices, Inc. This is not a significant
business activity for us.

EXECUTIVE SUMMARY

Our consolidated 2009 earnings were $20.7 millwr$1.74 per diluted share of common stock. Thimgares to consolidated 2008 earning
$16.4 million, or $1.52 per diluted share of comnstock, and consolidated 2007 earnings of $15.Bomjlor $1.49 per diluted share of
common stock. The primary drivers of earningsasaces for the three years are described in Resfuldperations below.

A December 2008 ice storm did unprecedented datmesjgnificant portions of our electrical systenrimgged, rural sections of southern and
eastern Vermont. The restoration effort resultedur most expensive storm recovery with costs afenthan $5 million, exceeding the repair
costs we incurred as a result of the so-calledibkmme of 2007, previously the most expensive storour history with incremental storm
restoration costs totaling $3.5 million. Our rairedude a five-year average of storm restoratiosts, but given the magnitude of the ice storm,
that average will not fully recover our current tsosWe filed a motion with the PSB to allow usiifer the portion of the ice storm recovery
costs not reflected in rates, and to recover tikosés over a one-year period beginning July 1, 2608 February 12, 2009, the PSB approved
our request. The amount of the deferral, baseactural costs, was $3.2 million.

While these storms presented enormous challenggdopgees’ responses won the company accoladeswidgrimont and nationally. The

Vermont Legislature passed resolutions praisingctimpany’s efforts in both instances. Employe#®rts also earned the 2007 and 2008
Edison Electric Institute’s Emergency Recovery Adgarthe industry’s highest honor for storm recowaenyg response.
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The equity markets affect the value of our empldyeeefit and nuclear decommissioning trust fundkstae cash surrender value of variable
life insurance policies included in our Rabbi Trugthe fair value of our pension and postretirentarst fund investments increased $23.8
million during 2009 as the equity markets begaretmver from losses sustained in 2008. The fdirevaf our pension and postretirement trust
fund investments decreased $16.3 million during82@@incipally due to the decline in equity markels 2009, the value of our Millstone Unit
#3 nuclear decommissioning trust fund increasefitb9 million, and the cash surrender value of aestariable life insurance policies
increased by $1.1 million, as the equity marketgapeto recover from losses sustained in 2008.0082the value of our Millstone Unit #3
nuclear decommissioning trust fund decreased by $illion, and the cash surrender value of centairiable life insurance policies decreased
by $2 million, principally due to the downturn diet equity markets. See Results of Operations,idityuand Capital Resources, Pension and
Postretirement Medical Plan below for additiondbimation.

During 2009, we made progress on several key giratimancial initiatives including:

. Our corporate credit rating was returned to investihrgrade. In December 2009, Moaslyhvestors Service issued us a corpt
credit rating of Baa3, which is investment gradeibsequently, Standard & Po®iRatings Services withdrew, at our request, lisg
of us which had been BB+ since May 20

. In December 2009 we made a $20.8 million investnreiiiransco. This increased our equity investnmertransco to $114.7 millic
at December 31, 2009. See Liquidity, Capital Resmaiand Commitment

= In December 2009, we obtained a 36y, $15 million revolving credit facility with aamk in addition to an existing $40 milli
revolving credit facility with a different ban

Other financial initiatives that we continue to igsoon include maintaining sufficient liquidity tagport ongoing operations, the dividend on
common stock, investing in our electric utility iaétructure, planning for replacement power whenang-term power contracts expire, and
evaluating opportunities to further invest in Trems

Continued focus on these financial initiativesrigi@al to maintaining our corporate credit rating/e discuss these financial initiatives and the
risks facing our business in more detail below.

RETAIL RATES AND ALTERNATIVE REGULATION

Retail RatesOur retail rates are approved by the PSB afterideriag the recommendations of Vermont's consundeoeate, the Vermont
Department of Public Service (“DPS”). Fair regafgttreatment is fundamental to maintaining ouafioial stability. Rates must be set at
levels to recover costs, including a market rateetfrn to equity and debt holders, in order toaattcapital.

On September 30, 2008, the PSB issued an ordeodpgr with modifications, the alternative regutatiplan proposal that we submitted in
August 2007. The plan became effective on Noverth2008. It expires on December 31, 2011, buhaxee an option to petition for an
extension. The plan replaces the traditional ratény process and allows for quarterly rate adjestisito reflect changes in power supply and
transmission-by-others costs (“PCAMUjustment); annual base rate adjustments to teflesging costs; and annual rate adjustmentdlert
changes, within predetermined limits, from thewBo earnings level. Under the plan, the allowedrneon equity will be adjusted annually to
reflect one-half of the change in the average yieldhe 10-year Treasury note as measured ovéaigh20 trading days prior to October 15 of
each year. The earnings sharing adjustment mesthglESAM”) within the plan provides for the retuom equity of the regulated portion of
our business to fall between 75 basis points abowelow the allowed return on equity before anjysttihent is made. If the actual return on
equity of the regulated portion of our businesseexis 75 basis points above the allowed returrgxtbess amount is returned to ratepayers in a
future period. If the actual return on equity of cegulated business falls between 75 and 108 Ipagits below the allowed return on equity,
the shortfall is shared equally between sharehslded ratepayers. Any earnings shortfall in exo€490 basis points below the allowed
return on equity is recovered from ratepayers. s€hajustments are made at the end of each fisaeal y

The PCAM and ESAM adjustments are not subject ® B\&pension, but the PSB may open an investigatidnto the extent it finds, after

notice and hearing, that a calculation in the adjesits was inaccurate or reflects costs inapprpfta inclusion in rates, it may require a
modification of the associated adjustments to ttierg necessary to correct the deficiencies.
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On October 31, 2008, we submitted a base ratgfibn the rate year commencing January 1, 2009r¢#iltcted a 0.33 percent increase in i
rates. The result of the return on equity adjustnfier 2009, in accordance with the plan, was aicédn of 0.44 percent, resulting in an
allowed return on equity for 2009 of 9.77 perce@nh November 17, 2008, the DPS filed a requessdispension and investigation of our
filing. Citing concerns about staffing levels anddequate supporting documentation for some pexposte base additions, the DPS
recommended a 0.43 percent rate decrease.

On December 17, 2008, we filed a Memorandum of stdading with the PSB setting forth agreementsuleareached with the DPS
regarding the PSB'’s investigation into our 200@iteates. Pursuant to the Memorandum of Undedstg we agreed to leave rates
unchanged, with no increase or decrease, and thahd the DPS would request the PSB to open a ttickesolve the DPS’s concerns
regarding our level of staffing. On February 13020the PSB approved the Memorandum of Understgndimd ordered the rate investigation
closed.

On February 2, 2009, we filed a motion with the R8&uesting to defer the incremental 2008 storntsabsough our alternative regulation
plan and collect them in rates through the ESAMrdZmonths beginning on July 1, 2009. On Felyr@a2009, the DPS filed a letter
supporting our motion and on February 12, 2009Pt8B approved the request. The amount of the @éfbased on actual costs, was $3.2
million.

On May 1, 2009, we filed an ESAM report, includsigpporting documentation, with the PSB requestiag itates be increased 1.15 percen
12 months beginning with bills rendered July 1, 2@®recover the $3.2 million of incremental 200& costs. On June 15, 2009, the DPS
recommended that the ESAM report be approved ed. fiOn June 30, 2009, the PSB accepted the DBSineendation and approved the
filing. The rate increase has been implementgut@sosed.

The PCAM adjustments for the first, second andithinarters of 2009 were calculated to be over-cidlas of $0.6 million, $0.5 million and
$0.6 million, respectively and each was recorded asrrent liability. We filed PCAM reports eachagter, including supporting
documentation, with the PSB identifying the ovellexdions. In each case, the DPS recommended@#dvPreport be approved as filed and
the PSB accepted the DPS recommendation and agptloediling. The first and second quarter oveltezttions were returned to customers
over the three months ending September 30, 200Dandmber 31, 2009, respectively. The third quanter-collection is being returned to
customers over the three months ending March 310.20

The fourth quarter 2009 PCAM adjustment was catedldo be an over-collection of $1.0 million and@sorded as a current liability at
December 31, 2009. On January 29, 2010, we file€AM report, including supporting documentatioiithwhe PSB outlining the over-
collection. The over-collection will be returnexldustomers over three months ending June 30, 2010.

On October 30, 2009, we submitted a base ratgf{liR010 base rate filing”) for the rate year cormtiag January 1, 2010, reflecting an
increase in revenues of $16.6 million or a 5.9k@er increase in retail rates. Under our alteveategulation plan, the annual change in the
non-power costs, as reflected in our base ratefilis limited to any increase in the U.S. ConsuRr@ze Index for the northeast (“CPI-NE”),
less a 1 percent productivity adjustment. The nowegy costs associated with the implementation ofagset management plan are excluded
from the non-power cost cap. Our 2010 non-powstscexceeded the non-power cost cap by approxiyndtemillion and these costs
(“disallowed costs”) will not be included in our PO non-power base rates. These disallowed codtvavfhictored into the earnings-sharing
adjustment mechanism when it is calculated afterictbse of rate year 2010. The allowed rate afrrefor 2010, calculated in accordance with
the plan, will be 9.59 percent.

On December 16, 2009, the DPS notified the PSBthegt disagreed with the calculation of the CPI{fid&or in our 2010 base rate filing. The
DPS believed we should have used a CPI-NE factoeghtive 0.7 percent rather than zero, which weeddice the increase in revenues to
$15.6 million or a 5.58 percent increase in ratiés.

On December 22, 2009, we filed an amended 2010rateséiling with the PSB. The amended filing retled a CPI-NE factor of negative 0.7
percent and requested an increase of $15.6 milian5.58 percent increase in retail rates effeatiith bills rendered January 1, 2010.

On December 31, 2009, the PSB issued its ordeoapy a rate increase of 5.58 percent effectivebflls rendered on January 1, 2010. Prior
to this increase, our rates had increased jugpérdent since 1999.
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As part of our 2010 base rate filing, we propose@mendment to the non-power cost cap formula pattarnative regulation plan to allow an
adder for new initiatives arising after the effeetdate of the plan. The DPS was supportive optbposal, and the 2010 base rate filing
increase approved by the PSB included recovergstisdor two new initiatives. However, the PSB hatyet acted on the proposed
amendment. If the PSB ultimately decides not forape the amendment, we will be required to refapdroximately $0.5 million to
customers.

Using the methodology specified in our alternatiegulation plan, we calculated the 2009 return auitg from the regulated portion of our
business to be approximately 9.9 percent. We apgined to file this calculation with the PSB by May2010. No ESAM adjustment was
required since this return was within 75 basis fsoaf our 2009 allowed return on equity of 9.77ceet.

Staffing Level InvestigationOn February 13, 2009, the PSB opened an invegiigatto the staffing levels of the company as retpe: by us
and the DPS. On March 25, 2009, the PSB convemedhearing conference where we and the DPS agvee@rocedural schedule. We and
the DPS further agreed that the scope of the teahhearings could be narrowed to devising a metlogy for deriving productivity measures
that would be tracked over time. The parties didagpee, however, as to what the substantive elenaéthat tracking methodology should be.
Accordingly, the PSB ordered that the purpose afings in this proceeding would be to resolve tlisagreement about the makeup of the
productivity tracking methodology. Technical heas were held in June 2009 and legal briefs wéad fin July 2009.

The PSB issued its Order in the case on Augus2@D9. In its decision, the board made no detertioinghat we are over-staffed. We were
allowed to increase our 2010 non-power cost capth® million, representing the average cost ofdditeonal 2.25 employees beyond the
number that had been allowed in rates. As recordettby the 2008 business process review reporR 8B order requires us to undertake a
comprehensive review of our organizational struetstaffing levels and costs to determine the gppate structure and number of staff we
should employ at ratepayer expense.

On November 30, 2009, we filed a Memorandum of Usidading (“Staffing MOU”) with the PSB setting thragreements that we reached
with the DPS regarding the PSB'’s investigation ot staffing levels. Under the Staffing MOU, iadi of retaining a management consultant
to perform a comprehensive review of our organireti structure and staffing, we and the DPS haveeafthat we will reduce our staffing
levels over a five-year period by a total of 17iposs as compared to the 549 positions we hacaanaky 1, 2009. This reduction shall be in
addition to the staffing changes contemplated $altdrom the implementation of CVPS SmartPowér We retain discretion as to how to
achieve the staffing reductions, and the DPS he=edghat it shall not oppose the recovery in rafedl reasonable costs associated with
staffing and related compensation during the tefrth® Staffing MOU, provided that recovery of swsts is otherwise consistent with normal
ratemaking standards. Nothing in the Staffing M@#€cludes us from seeking to add staff as reaspmaulessary in response to new
requirements imposed by the state or federal govemt. The PSB has not yet acted on the MOU.

LIQUIDITY, CAPITAL RESOURCES AND COMMITMENTS
Cash FlowsAt December 31, 2009, we had cash and cash egotsadé $2.1 million and at December 31, 2008, we ¢esh and cash
equivalents of $6.7 million.

Our primary uses of cash in 2009 included capitpkaditures, investments in affiliates, common preferred dividend payments, retirement
of debt, interest expense and long-term debt paisnand contributions to the pension and postregrg medical plans. Our primary sources
of cash in 2009 were from our electric utility opgons, net proceeds from our revolving creditlfgcand distributions received from affiliatt

Operating Activities: Operating activities provided $42.1 million in Z0@ompared to $28.4 million in 2008. The increas$13.7 million
was primarily due to an increase in earnings andrire tax refunds received in 2009. In the firstrter of 2009, we received $6.5 million of
income tax refunds resulting from our electioneddral bonus depreciation on our assets as welirashare of Transco assets placed in se
during 2008.

At December 31, 2009, our retail customers’ accouateivable over 60 days was $2.5 million and $23% million at December 31, 2008,
which was a decrease of 5.4 percent.

The decrease in cash from operating activities 287 to 2008 was due primarily to an increaseatigl deposits and restricted cash for

power collateral, working capital and other iteqpartially offset by higher distributions receivedrh affiliates, most materially from our
investments in Transco.
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Investing Activities Investing activities used $52.9 million in 2009ngpared to $40.5 million in 2008. The increasgi?.4 million was
primarily due to our $20.8 million equity investntén Transco in December 2009, partially offsetédbgecrease in construction and plant
expenditures given a large transmission proje20i®8. The majority of the construction and plargenditures were for system reliability,
performance improvements and customer service eehzants.

The increase in cash from investing activities fr2@@7 to 2008 was primarily due to a lower leveinsfesting in Transco in 2008; partially
offset by higher construction and plant expendgtine2008.

Financing Activities Financing activities provided $6.2 million in 20@®mpared to $15 million in 2008. The decreask8o8 million was
primarily due to the 2008 issuances of $23.5 millid common stock and $60 million of first mortgagends, partially offset by the repayment
of a $53 million short-term bridge loan in 2008 2009, we received $23.3 million of net proceedmfour revolving credit facility.

The decrease in cash from financing activities f&067 to 2008 was primarily due to the 2008 issaaraf $23.5 million of common stock vs.
$53 million of proceeds received in 2007 from thers-term bridge loan. Also, see Financing below.

Transco In December 2009, we invested an additional $20lU&min Transco and our direct ownership interiestreased from 33.02 percent
to 33.35 percent as a result of additional membatributions from Vermont utilities. Our total dist and indirect interest in Transco decre:
from 39.67 percent to 38.68 percent.

In December 2008, we invested an additional $3lliamiin Transco and our direct ownership intemstreased from 39.79 percent to 33.02
percent as a result of additional member contrdmgtifrom Vermont utilities primarily related to sjifec facilities. Our total direct and indirect
interest in Transco decreased from 45.68 perce3® .7 percent.

Based on current projections, Transco expectsed additional equity capital in 2010 and 2011, itsuprojections are subject to change based
on a number of factors, including revised constamcestimates, timing of project approvals fromulagprs, and desired changes in its equity-
to-debt ratio. While we have no obligation to makllitional investments in Transco, which are sutlije available capital and appropriate
regulatory approvals, we continue to evaluate itnaest opportunities on a case-by-case basis. Bais@dansco’s current projections, we
could have an opportunity to make additional inwesits of up to $43.5 million in 2010 and $11.5 iollin 2011, but the timing and amount
depend on the factors discussed above and the asnouasted by other owners.

We are currently evaluating debt and equity issaaiternatives to fund these investments, but angstments that we make in Transco are
voluntary, and subject to available capital andrappate regulatory approvals. These capital imesits in Transco and the core business
provide value to customers and shareholders alikesy provide shareholders with a return on investimwhile helping to improve and
maintain reliability for our customers.

Dividends Our dividend level is reviewed by our Board of &itors on a quarterly basis. It is our goal tauemgarnings in future years are
sufficient to maintain our current dividend level.

Dividend Reinvestment Plan Our Dividend Reinvestment Plan has been usingstirgeshares as the source of common shares to meet
reinvestment obligations since July 2007. Thesetieles are expected to result in additional casw f $1 million to $2 million annually. In
September 2009, we ceased using Treasury shardsegad using original issue shares to meet reimargtobligations under the plan.

Customer Bankruptcy On October 26, 2009, a major telecommunicatiossacuer filed for bankruptcy protection. In 2008istcustomer

received electric services totaling $2.1 milliordas of December 31, 2009, our accounts receivadliedes an estimate of the net realizable
amount. We are unable to predict the outcomeisfritatter at this time or its impact on our finalGtatements.
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Cash Flow RisksBased on our current cash forecasts, we will reqoirtside capital in addition to cash flow from @i®ns and our $40
million and $15 million unsecured revolving crefditilities in order to fund our business over tlestfew years. Prolonged upheaval in the
capital markets could negatively impact our abitdyobtain outside capital on reasonable termsvelfvere ever unable to obtain needed
capital, we would re-evaluate and prioritize owrpled capital expenditures and operating activitiesaddition, an extended unplanned
Vermont Yankee plant outage or similar event caigghificantly impact our liquidity due to the potedly high cost of replacement power and
performance assurance requirements arising frowhpses through 1ISO-New England or third parties.eRtended Vermont Yankee plant
outage could involve cost recovery via our forcathge insurance policy and recoveries under theNPG#t in general would not be expected
to materially impact our financial results, if tbests are recovered in retail rates in a timelifas Other material risks to cash flow from
operations include: loss of retail sales revenamfunusual weather; slower-thanticipated load growth and unfavorable economiwi®ns;
increases in net power costs largely due to lolvantanticipated margins on sales revenue from exp@ser or an unexpected power source
interruption; required prepayments for power puselsa and increases in performance assurance neguite. It is important to note, however,
that our alternative regulation plan sets banderaddhe earnings in our regulated business, whishres, in part, that they will not fall below
prescribed levels. See Retail Rates and Altern&egulation above for additional information rethte mechanisms designed to mitigate our
utility-related risks.See Retail Rates and AlteiveRegulation above for additional informationateld to mechanisms designed to mitigate our
utility-related risks.

Global Economic Crisis Due to the global economic crisis, there was aifsoggmt decline in lending activity beginning in @8, which has
recently begun to abate. We expect to have atodsmiidity in the capital markets when neededeaisonable rates. We have access to a $40
million unsecured revolving credit facility and a%million unsecured revolving credit facility witlvo different lending institutions. Howewt
sustained turbulence in the global credit marketdctlimit or delay our access to capital. As pdrbur enterprise risk management program,
we routinely monitor our risks by reviewing our @stments in and exposure to various firms and i@dmstitutions.

Financing

LongTerm Debt: Substantially all of our utility property and ptaare subject to the lien under our First Mortgagkenture. Associated
scheduled sinking fund and maturity payments ferribxt five years are: zero in 2010, $20 millior2@11, zero in 2012, $5.8 in 2013 and zero
in 2014. Currently, we are in compliance with teems of all of our debt financing documents.

Credit Facility: We have a three-year, $40 million unsecured remgleredit facility with a lending institution purant to a credit agreement
dated November 3, 2008. Our obligation under teditagreement is guaranteed by our wholly ownedegulated subsidiaries, C.V. Realty
and CRC. The purpose of the facility is to provideidity for general corporate purposes, includimgrking capital needs and power contract
performance assurance requirements, in the forfmnafs borrowed and letters of credit. Financimgieand costs include an annual
commitment fee of 0.15 percent on the unused balgias interest on the outstanding balance of atsdaorrowed at various interest options
and a commission of 0.7 percent on the averagg daibunt of letters of credit outstanding. Alldrest, commission and fee rates are bast
our unsecured issuer rating. The facility conta@msaterial adverse effect clause, which permédehder to deny a transaction at the point of
request. We are also required to collateralizeangtanding letter of credit in the event of a défander the credit facility. At December 31,
2009, $23.3 million in loans and no letters of d@reckre outstanding under the credit facility.

We also have a 364-day, $15 million unsecured kéwglcredit facility with a different lending instition pursuant to a credit agreement dated
December 30, 2009. The purpose and obligationruhitecredit agreement are the same as descriimaa Financing terms and costs incl
an annual commitment fee of 0.5 percent on theeahiecility balance, and commission of 2 percemtygar on the average daily amount of
letter of credit outstanding. Interest on the tartding balance of amounts borrowed under variotggést options is based on our unsecured
issuer rating. The facility does not contain aeriat adverse effect clause or the requirementlateralize any outstanding letter of credit in
the event of a default under the credit facilift December 31, 2009, there were no borrowing®ttels of credit outstanding under the credit
facility.
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Letters of CreditWe have two outstanding unsecured letters of ¢risdiied by one bank, that support the Connedileselopment Authority
(“CDA") and Vermont Industrial Development Authgri¢‘VIDA”) revenue bonds. These letters of crewital $11.1 million in support of two
separate issues of industrial development revenoddtotaling $10.8 million. We pay an annual f&€8.4 percent on the letters of credit, be
on our unsecured issuer rating. These letterseafitcexpire on November 30, 2012. The lettersreflit contain cross-default provisions to our
wholly owned subsidiaries. These cross-defaultigions generally relate to an inability to pay debtlebt acceleration, the levy of significant
judgments or insolvency. At December 31, 2009eheere no amounts drawn under these letters dftc

Revenue BondsBecause of the three-year term of the new lettecsadlit discussed above, the VIDA and CDA revebaerds have been
reclassified from Notes Payable to Long-Term Dalthe 2009 financial statements.

Refinancing Plans We are currently reviewing options to issue detat equity to support working capital requiremeisulting from
investments in our distribution and transmissiostam. On November 6, 2009, we filed a Registrafitatement on Form S-3 with the SEC
requesting the ability to offer, from time to tiraad in one or more offerings, up to $55 millionoof common stock. On December 4, 2009,
the SEC declared the Registration Statement tdfbetiwe. On January 15, 2010, we filed a Progpe&upplement with the SEC noting that
we entered into an Equity Distribution agreemeluvéihg us to issue up to $45 million of shares urate “at-the-marketbdffering program. A
of December 31, 2009, no shares have been isswid this arrangement.

Covenants: At December 31, 2009, we were in compliance wittiigancial and non-financial covenants relate@tio various debt
agreements, articles of association, letters afigreredit facilities and material agreements m8mf the typical covenants include:
« The timely payment of principal and intere
« Information requirements, including submitting firedal reports filed with the SEC to lende
« Performance obligations, audits/inspections, comtiion of the basic nature of business, restristion certain matters relatec
merger or consolidation, restrictions on dispositid all or substantially all of our asse
« Limitations on liens
« Limits on the amount of additional debt (sl- and lon¢-term) and equity that can be issu
« Restrictions on the payment of dividends and ojtigtock redemptions, or the making of certain gtreents, loans, guarantees,
acquisitions in the absence of a waiver;
« Maintenance of certain financial ratios.

These are usual and customary provisions, not sakBsunique to us. If we were to default on afiypur covenants in the absence of a wa

or amendment, the lenders could take actions ssitérninating their obligations, declaring all amtsuoutstanding or due immediately
payable, or taking possession of or foreclosingnantgaged property. Substantially all of our titilbroperty and plant is subject to liens under
our First Mortgage Bond indenture.

The most restrictive of our maintenance covenanésfirst mortgage bond interest coverage test.al#eequired to maintain earnings at a two
times interest coverage. At December 31, 2009gatmings covered our first mortgage bond inte3estimes. At December 31, 2009, we
the ability to declare $75.7 million additional @lends or other restricted payments. Also, at by 31, 2009, we were permitted to incur
$38.8 million of additional mortgage bond debt &i92.5 million of unsecured debt, of which only $B8illion could be short-term.

Capital Commitments Our business is capital-intensive because annuastiaation expenditures are required to maintagndilstribution
system. Capital expenditures in 2009 amounte@1o4dmillion. Capital expenditures for the nexifiyears are expected to range from $37
million to $53 million annually, including an estated total of more than $60 million for CVPS Smarutler ™ over the five-year period. On
October 27, 2009, the U.S. Department of EnergyQED) announced that Vermont's electric utilitiediweceive $69 million in federal
stimulus funds to deploy advanced metering, nevocoer service enhancements and grid automationa pgegticipant on Vermont’'s smart
grid stimulus application, we expect to receivaangof over $31 million. This award will fund agpion of the SmartPower project total
discussed above and is reflected in the five-yapital expenditure estimates above. We are ngwtreting with the DOE and other Vermont
utilities to finalize funding and requirements. e€répending levels reflect our continued commitntemtvest in system upgrades. These
estimates are subject to continuing review andsaijant, and actual capital expenditures and timmag vary.
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Contractual Obligations Significant contractual obligations as of Decem®ikr2009 are summarized below.

Payments Due by Period (dollars in millions’

Less than :

Contractual Obligation Total year 1- 3 years 3- 5 years After 5 years

Long-term debt (a $ 201.¢ $ 0C $ 432 $ 58 $ 152.¢
Interest on lon-term debt (b’ 153.5 11.1 20.4 19.7 102.:
Redeemable preferred stc 1.C 1.C 0.C 0.C 0.C
Capital lease (c 6.5 14 24 2.C 0.7
Operating lease- vehicle and other (c 7.C 1.8 3.1 1.8 0.3
Purchased power contracts 635.2 144.% 246.1 140.2 104.¢
Nuclear decommissioning and other closure cosi 8.5 1.4 3.2 2.6 1.C
Other purchase obligations ( 0.7 0.7 0.C 0.C 0.C
Total Contractual Obligatior $ 1,014.C $ 161.7 $ 318t $ 172.¢ $ 361.¢

(@)  Our credit facilities, debt agreements, lettersreflit and articles of association contain custgneavenants and defat
provisions. Non-compliance with certain covenamtsh as timely payment of principal and interesy eanstitute an event of default,
which could cause an acceleration of principal payts in the absence of a waiver or amendment. &cadleration would change the
obligations outlined in the Contractual Obligatidable.

(b)  Based on interest rates shown in Part II, ltem@&geN.3- Long-Term Debt, Notes Payable and Credit Faci

(c) Includes interest payments based on imputed finegiést rates at inception of the related le¢

(d) Includes interest payments on fixed rates at inopg@nd floating rate issues based on interess @gef December 31, 20(

(e) Forecasted power purchases under-term contracts with Hyd-Quebec, VYNPC and various Independent Power PragduOur
current retail rates include a provision for reagvef these costs from customers. The forecastezliats in this table are based on
certain assumptions including plant operations,tikaconditions, market power prices and availgbdf the transmission system;
therefore, actual results may differ. See Powgp8uMatters for more informatiol

® Estimated decommissioning and all other closurésamtated to our equity ownership interests inméaYankee, ConnecticYankee
and Yankee Atomic. Our current retail rates ineladprovision for recovery of these costs from @ustrs.

(g) Amount represents open purchase orders, excludoggetobligations that are separately reported.s§ bayments are subjectchange
as certain purchase orders include estimates afriaband/or services. Because payment timing atloe determined, we include all
open purchase order amounts in 2010. These amarmitsot included on our Consolidated Balance S

Pension and Postretirement Medical Benefit Obligiagi The contractual obligation table above excludgsrated funding for the pension
obligation reflected in our Consolidated Balance&h In 2010, pending further review, we expeatdntribute a total of $6.3 million to our
pension and postretirement medical trust fundsseBan our current policy to fund at the actuaigdense level, we expect that pension and
postretirement medical contributions could increagapproximately 30 percent by 2013, primarily doi¢ghe amortization of 2008 market
losses. These payments may also vary based ogehanthe fair value of plan assets and actuasslimptions. Traditionally, we have
recovered these costs through rates. Additiongations related to our nonqualified pension plares approximately $0.2 million per year.

Income Taxes At December 31, 2009, we did not have any unieté position obligations that will result in fue cash outflows.

Capitalization Our capitalization for the past two years follows:

(dollars in thousands percent
2009 2008 2009 2008
Common stock equit 231,420 $ 219,47¢ 52% 55%
Preferred stoc 8,05¢ 9,05¢ 2% 2%
Long-term debi 201,61: 167,50( 45% 42%
Capital lease obligatior 4,31: 5,17¢ 1% 1%
$ 445,40. $ 401,20¢ 10(% 100%
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Credit Ratings On December 4, 2009, Moody’s Investors Service (OMigs”) assigned a Baa3 corporate credit ratingifaestment-grade
rating), assigned a Baal senior secured bond ratidgffirmed our current Ba2 preferred stock ratiAt the same time, Moodyaffirmed ou
stable rating outlook. Prior to December 4, 2008 were rated by Standard & Poor’s Ratings Sen({t®&P”). On December 10, 2009, S&P
withdrew its ratings of CVPS at our request. Qurent credit ratings from Moody’s are shown in thkle below. Credit ratings should not be
considered a recommendation to purchase or sek.sto

Issuer Rating Baa3
First Mortgage Bond Baal
Preferred Stoc Ba2
Outlook Stable

Our credit ratings are influenced by our levelsash flow and debt, and other factors publishebgdy’s. If our corporate credit rating we

to decline to a non-investment-grade level, we @dadl asked to provide additional collateral infibren of cash or letters of credit primarily
under our power contracts or power transactiorautin ISO-New England. While our credit facilitiare sufficient in amounts that would be
required to meet collateral calls at a higher legat ability to meet any future collateral callswid depend on our liquidity and access to bank
credit lines and the capital markets at such tildditionally, a decline in our corporate crediting could jeopardize our ability to secure
power contracts, including the replacement of ongtterm power contracts, at reasonable terms.ntsliaing our investment-grade ratings is a
top priority for us, and Moody'’s has provided cleegdit metrics and guidelines used in their coaisition of our credit ratings.

Performance AssuranceAt December 31, 2009, we had posted $5.4 millionadfateral under performance assurance requiresrientertai
of our power contracts, all of which was represeitg restricted cash. We are subject to performassurance requirements through 1SO-
New England under the FEI-filed tariff and Financial Assurance Policy for RBOL members. At our current investmenéde credit rating
we have a credit limit of $2.7 million with ISO-Nekangland. This is a marked improvement from the.pBsior to the receipt of our current
ratings from Moody’s, our below-investment-gradegngs meant we had a credit limit of zero with I8l@w England, and were required to |
collateral for net purchases. We are now requiogubst collateral for only net purchased powengestions in excess of our new credit
limit. Additionally, we are currently selling powa the wholesale market pursuant to contracth third parties, and are required to post
collateral under certain conditions defined in tbetracts.

We are also subject to performance assurance esgeitts under our Vermont Yankee power purchaseamirithe 2001 Amendatory
Agreement). If Entergy Nuclear Vermont Yankee, LLEntergy-Vermont Yankee”), the seller, has comeradly reasonable grounds to
guestion our ability to pay for monthly power puasks, Entergy-Vermont Yankee may ask VYNPC and VE MRy then ask us to provide
adequate financial assurance of payment. We haveaabto post collateral under this contract.

Off-balance-sheet arrangement&Ve do not use off-balance-sheet financing arrangésnsuch as securitization of receivables, noaiobt
access to assets through special purpose entithés.have letters of credit that are describedmamcing above. We lease our vehicles and
related equipment under operating lease agreem&htsse operating lease agreements are descriliattitl, Item 8, Note 17 - Commitments
and Contingencies.

Commitments and ContingenciedVe have material power supply commitments for theclpase of power from VYNPC and Hydro-
Quebec. These are described in Power Supply Maitdow.

We own equity interests in VELCO and Transco, whietjuire us to pay a portion of their operatingtsamder our transmission

agreements. We own an equity interest in VYNPCanedobligated to pay a portion of VYNPC'’s opergtaosts under the PPA. We also own
equity interests in three nuclear plants that ferapleted decommissioning. We are responsiblpdging our share of the costs associated
with these plants. Our equity ownership interesésdescribed in Part Il, Item 8, Note 3 - Invesitaén Affiliates.

On December 20, 2005, we completed the sale oin@atat, our wholly owned subsidiary, to CEC Wind Aisition, LLC, a company
established by Diamond Castle Holdings, a New Ymaked private equity investment firm (“Diamond @3t Under the terms of the
agreements with Catamount and Diamond Castle, weeddo indemnify them, and certain of their resipecffiliates as described in Part I,
Item 8, Note 17 - Commitments and Contingencies.
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OTHER BUSINESS RISKS

Our Enterprise Risk Management (“ERM”) program gsrto protect our assets, safeguard shareholdestment, ensure compliance with
applicable legal requirements and effectively semwecustomers. The ERM program is intended teigean integrated and effective
governance structure for risk identification andnaigement and legal compliance within the compakiynong other things, we use metrics to
assess key risks, including the potential impadtléelihood of the key risks.

We are also subject to regulatory risk and whoepalwer market risk related to our Vermont eleattitity business.

Regulatory Risk Historically, electric utility rates in Vermongtkie been based on a utility’s costs of servicecofdingly, we are entitled to
charge rates that are sufficient to allow us aroojmity to recover reasonable operation and chpatsts and a reasonable return on investmen
to attract needed capital and maintain our findnctagrity, while also protecting relevant pubiiterests. We are subject to certain accounting
standards that allow regulated entities, in appat@icircumstances, to establish regulatory assetdiabilities, and thereby defer the income
statement impact of certain costs and revenuesatbatxpected to be realized in future rates. &tgeno assurance that the PSB will approve
the recovery of all costs incurred for the operatimaintenance, and construction of our regulasseta, as well as a return on

investment. Adverse regulatory changes could laasignificant impact on future results of operasi@md financial condition. See Critical
Accounting Policies and Estimates.

The State of Vermont has passed several laws 20@® that impact our regulated business and wiltinae to impact it in the future. Some
changes include requirements for renewable enengplies and opportunities for alternative regulajitans. See Recent Energy Policy
Initiatives below.

Power Supply RistOur contract for power purchases from VYNPC endsglanch 2012, but there is a risk that the plantddue shut down
earlier than expected if Entergy-Vermont Yankeedaines that it is not economical to continue ofdegethe plant, or due to environmental
concerns. Hydro-Quebec contract deliveries erDit6, but the average level of deliveries decrebgepproximately 19 percent after 2012,
and by approximately 84 percent after 2015. Theeeerisk that future sources available to repthese contracts may not be as reliable and the
price of such replacement power could be signifigamgher than what we have in place today. Hosrethe company has been planning for
the expiration of these contracts for several yemrd a robust effort, described further beloviniglace to ensure a safe, reliable,
environmentally beneficial and relatively affordat@nergy supply going forward.

Entergy-Vermont Yankee has submitted a renewaliegtjpin with the NRC and an application for a Giardite of Public Good (“CPG”) with

the PSB for a 20-year extension of the Vermont ¥anlant operating license. Entergy-Vermont Yardlee needs approval from the PSB
and Vermont Legislature to continue to operate hdy2012. Significant hurdles may prevent its exiiging. Potential operating, transparency
and communication issues related to the plant @napierations have raised serious concerns amgngaters and members of the Vermont
Legislature, including some who have called fotétsiporary or permanent shutdown. An intervendh&éCPG case has requested that the
PSB order a shutdown of the Vermont Yankee plantjpgy resolution of current tritium leaks at thiesiThe PSB has opened a new docket to
consider that request. We are unable to predécotiicome of this matter.

On February 24, 2010, in a non-binding vote, thenvmt Senate voted against allowing the PSB toidengranting the Vermont Yankee
plant another 20-year operating license after 204 2ew Vermont legislature will be elected in fiaél of 2010 and could vote differently. We
are unable to predict the outcome of this matter.

At this time, Entergy-Vermont Yankee is attemptingovercome these concerns, but we have not hgléoamal negotiations on a new

contract since these issues arose in January.rejed Entergy-Vermont Yankee’s current propdsat both parties are prepared to resume
negotiations for a purchased power contract wheristbues that have emerged are resolved. We cpretitt the outcome at this time.

Page 28 of 12




WPD-6
Screening Data Part 1 of 2
Page 3116 of 9808

If the Vermont Yankee plant is shut down for angs@n prior to the end of its operating licenseweeld lose the economic benefit of an
energy volume equal to close to 50 percent of @l tommitted supply and have to acquire replacempewer resources for approximately
percent of our estimated power supply needs. Baseguojected market prices as of December 31, 20@3ncremental replacement cost of
lost power, including capacity, is estimated torage $27.5 million annually. We are not able tedict whether there will be an early
shutdown of the Vermont Yankee plant or whetherRB& would allow timely and full recovery of inceeal costs related to such

shutdown. An early shutdown, depending upon tleeiip circumstances, could involve cost recovagythe outage insurance described al
and recoveries under the PCAM but, in general, doot be expected to materially impact financialtts, if the costs are recovered in retail
rates in a timely fashion.

To mitigate these risks, beginning in 2007, we,darMountain Power, and HQ-Production created aisggeommittee structure to develop
background materials, terms and supporting actie@esled in negotiations for future power purchas®s Hydro-Quebec. Beginning in May
2008, HQ-Production also engaged with Northeaditids (“NU”) and NSTAR on a plan to bundle a ney2a0 MW New England/Quebec
interconnection and power purchase agreement areludbmitted the concept to the FERC for apprdd@-Production and NU have
expressed the expectation that there will be defitcvolume in that bundled power purchase agreétoeallow the participation of other load-
serving New England utilities to participate, indilng Vermont utilities. The Vermont utilities naexpect to join in the negotiations of the
agreement, which are scheduled to continue in 2@dyeements to renew purchases over existingdaterections are also possible. We
recently signed a memorandum of agreement, a ecto a final contract for ongoing Hydro-Quebepies. We cannot predict whether a
new contract will ultimately be achieved and appawer if approved, the quantities of power to bechased or the price terms of any
purchases. However, we view the signing of thisnm@ndum as a positive step toward continuationuofdecades-long relationship with
Hydro-Quebec and for the good of Vermont’s conssmer

Wholesale Power Market Price RiskOur material power supply contracts are with Hy@uebec and VYNPC. These contracts comprise the
majority of our total annual energy (mWh) purchasé®one or both of these sources becomes undlaifar a period of time, there could be
exposure to high wholesale power prices and thauatcould be material.

We are responsible for procuring replacement enduing periods of scheduled or unscheduled outafjear power sources. Average ma
prices at the times when we purchase replacemengemight be higher than amounts included forvecpin our retail rates. We have for
outage insurance through March 21, 2011 to covéitiadal costs, if any, of obtaining replacementvpo from other sources if the Vermont
Yankee plant experiences unplanned outages. TierRoost Adjustment Mechanism within our alternatiegulation plan allows recovery of
power costs.

Market Risk:See Part Il, ltem 7A, Quantitative and Qualitatdisclosures About Market Risk.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements in confoymiith U.S. GAAP requires management to make estsand judgments that affect the
reported amounts of assets and liabilities andalisces of contingent assets and liabilities atddwe of the financial statements, and reported
amounts of revenues and expenses during the neggréiriod. We believe that the areas describemlbedquire significant judgment in the
application of accounting policy or in making estit®s and assumptions in matters that are inherentlgrtain and that may change in
subsequent periods.

Regulatory Accounting We prepare the financial statements for our ytdjperations in accordance with Financial Accounttandards

Board (“FASB”) guidance for regulated operations. Regulatorytassdiabilities arise as a result of a differefetween accounting princip!
generally accepted in the U.S. and the accountiimgiples imposed by the regulatory agencies. @Galyeregulatory assets represent incurred
costs that have been deferred as they are probateeovery in future rates. In some circumstanegsrecord regulatory assets before
approval for recovery has been received from thelegory commission. We must use judgment to aatekthat costs deferred as regulatory
assets are probable of future recovery. We baseanclusions on a number of factors such as, bulimited to, changes in the regulatory
environment, recent rate orders issued and thesstditany potential new legislation. Regulatoapliities represent obligations to make
refunds to customers or amounts collected in fatewhich the costs have not yet been incurred.
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The assumptions and judgments used by regulatdinpadties may have an impact on the recovery ofs;dke rate of return on invested cay
and the timing and amount of assets to be recougredtes. A change in these assumptions may &avaterial impact on our results of
operations. In the event that we determine ounleggd business no longer meets the criteria fpuleged operations and there is not a rate
mechanism to recover these costs, the impact wamdng other things, be a charge to operationd b8million pre-tax at December 31,
2009. The continued applicability of accounting fegulated operations is assessed at each reppeiiod. We believe our regulated
operations will be subject to this accounting gaitkafor the foreseeable future. Also, see Recenbénting Pronouncements below.

Valuation of Long-Lived AssetsWe periodically evaluate the carrying value of ldivgd assets, including our investments in nuclear
generating companies, our unregulated investmantspur interests in jointly owned generating fties, when events and circumstances
warrant such a review. The carrying value of sagsets is considered impaired when the anticipatdiscounted cash flow from such an a

is separately identifiable and is less than itsyiag value. In that event, a loss is recognizasdd on the amount by which the carrying value
exceeds the fair value of the long-lived asset.imjgairments of long-lived assets were recorde2i®9 or 2008.

RevenuesRevenues from the sale of electricity to retailtoosers are based on P@pproved rates. Our revenues are recorded wheiceés
rendered or when energy is delivered to custom@fs.accrue revenue based on estimates of eleetsiice rendered and unbilled revenue at
the end of each accounting period. This unbilednue is estimated each month based on daily afmerolumes (territory load), estimated
line losses and applicable customer rates. Wmadiline losses at 5.2 percent. A 1 percent ahantine losses would result in a $2.8 mill
change in annual revenues. Factors that couldtdfie estimate of unbilled revenues include sesls@eather conditions, changes in meter
reading schedules, the number and type of custoscbedluled for each meter reading date, estimaistdrmmer usage by class, applicable
customer rates and estimated losses of energygduransmission and delivery. Unbilled revenuealéat $20.8 million at December 31, 2009
and $18.5 million at December 31, 2008. We belidyat these assumptions have resulted in a realgoajproximation of our unbilled
revenues and are reasonably likely to continue.

Allowance for Uncollectible Accounts We record allowances for uncollectible accoumtsda on customer-specific analysis, current
assessments of past due balances and economitiaosdand historical experience. Additional allowes for uncollectible accounts may be
required if there is deterioration in past due heds, if economic conditions are less favorable #r#icipated, or for customer-specific
circumstances, such as financial difficulty or baugtcy. In 2009, our allowance for uncollectibEzaunts was $3.6 million, compared to $2.2
million in 2008. The increase was largely due togor telecommunications customer bankruptcy.

Pension and Postretirement Medical BenefitsFASB'’s accounting guidance for employee retirentemefits requires an employer with a
defined benefit plan or other postretirement ptarecognize an asset or liability on its balanaeesifior the overfunded or underfunded statt
the plan.

The guidance also required companies with earlgfiemeasurement dates to change their measureta@nin 2008 to correspond with their
fiscal year-end and to record the financial stat@nrapact of the change as an adjustment to reta@aenings. We estimated that changing the
annual benefit measurement date from September Béd¢ember 31 would result in a pre-tax chargela® $nillion, of which $0.1 million was
recorded to retained earnings. We received PSBoappfor recovery of the regulated utility portiofithe impact resulting from the change in
measurement date. Accordingly, we recorded a a¢giyl asset of $1.2 million in the first quarter2®08 that is being amortized over five
years, beginning in February 20(

We use the fair value method to value all asseselsincluded in our pension and postretirementaakgenefit trust funds. Assumptions are
made regarding the valuation of benefit obligatiand future performance of plan assets. Delayeagration of differences between actual
results and those assumed is a required princifteege standards. This approach allows for syatiemecognition of changes in benefit
obligations and plan performance over the workingd of the employees who benefit under the plarse following assumptions are reviev
annually, with a December 31 measurement date:
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Discount Rate The discount rate is used to record the valugeogfits, which are based on future projectionsgims of today’s dollars. The
selection methodology used in determining the dietoate includes portfolios of “Aa” bonds; all ddmited States issues and non-callable (or
callable with make-whole features) and each issa least $50 million in par value. As of DecemBE 2009, the pension discount rate
changed from 6.15 percent to 6 percent and thegivstment medical discount rate changed from fé8ent to 5.5 percent. The condition
the credit market have been volatile since thelthirarter of 2008, and decreases in the discoteg cauld increase our benefit obligations,
which may also result in higher costs and fundemuirements.

Expected Return on Plan Ass€’'ROA”) : We project the future ROA based principally ostbiical returns by asset category and expectation:s
for future returns, based in part on simulated tehpiarket performance over the next 10 years. prbgcted future value of assets reduces the
benefit obligation a company will record. The exeel ROA long-term assumption was 7.85 percenf &eoember 31, 2008 and December
31, 2009. This rate was also used to determinartheal expense for 2009 and will be used to déterhe 2010 expense.

Rate of Compensation IncreasWe project employees’ compensation increases, dimajuannual increases, promotions and other pay
adjustments, based on our expectations for fubnmg-term experience reflecting general trends.s Phojection is used to estimate employees’
pension benefits at retirement. The projectedsht®mmpensation increase was 4.25 percent aeghtasurement date in 2008 and 2009.

Health Care Cost TrencWe project expected increases in the cost of health. We are self-insured, and in recent years heanaged costs
such that the increases we have experienced haveblsbow the increases on a national level. Fasmeng annual cost, we assumed a 9.0
percent annual rate of increase in the per capiaaf covered health care benefits for fiscal 2000pre-age 65 and post-age 65 participant
claims costs. The rate is assumed to decreageefcbnt each year, when an ultimate rate of 5 peiseeached in 2017.

Amortization of Gains/(Loss/): The assets and liabilities of the pension arstnetirement medical benefit plans are affectedhmnging

market conditions as well as differences betwesnrasd and actual plan experience. Such eventl egains and losses. Investment gains
and losses are deferred and recognized in pensibpastretirement medical benefit costs over aopesf years. If, as of the annual
measurement date, the plan’s unrecognized netogdass exceeds 10 percent of the greater of thieged benefit obligation or the market-
related value of plan assets, the excess is aradrtizer the average remaining service period aof@plan participants. This 10-percent
corridor method helps to mitigate volatility of meriodic benefit costs from year to year. Assghgand losses related to certain asset classe:
such as equity, emerging-markets equity, high-yileldt and emerging-markets debt are recognizedtkigdlculation of the market-related

value of assets over a five-year period. The fix@dme assets are invested in longer-duration tmdnatch changes in plan liabilities. The
gains and losses related to this asset class@gmeed in the market-related value of assets idiately. Also see Part I, Item 8, Note 15 -
Pension and Postretirement Medical Benefits.

Pension and Postretirement Medical Assumption Sersiity Analysis Fluctuations in market returns may result in insezhor decreased
pension costs in future periods. The table beloows how, hypothetically, a 25-basis-point chamgdiscount rate and expected return on
assets would affect pension and other postretiremedical benefit costs

(dollars in thousands):

Discount Rate Return on Assets

Increase Decrease Increase Decrease
Pension Plan
Effect on projected benefit obligation as of Decem®1, 200¢ $ (2,909 $ 1,94¢ $ 0 $ 0
Effect on 2009 net period benefit ci $ 3 % 2 $ (265) $ 26t
Other Postretirement Medical Benefit Plans
Effect on accumulated postretirement benefit oliligeas of Decembe
31, 200¢ $ (625) $ 63¢ $ 0 $ 0
Effect on 2009 net periodic benefit ci $ 83 $ 84 $ (25 $ 25

Fair Value Measurements We adopted the fair value guidance issued by FASBamuary 1, 2008. The fair value guidance estaddi
criteria to be considered when measuring the faner of assets and liabilities and expands disobssabout fair value measurements, but it
does not expand the use of fair value accountirapinnew circumstances. We adopted the applicafidair value related to our asset
retirement obligations on January 1, 2009, as gezchi Adoption of the fair value guidance did have a material impact on our financial
position, results of operations or cash flows.
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A fair value hierarchy is used to prioritize the@irs included in valuation techniques. The hienatistdesigned to indicate the relative

reliability of the fair value measure. The highpsbrity is given to quoted prices in active masetnd the lowest to unobservable data, such a:
an entity’s internal information. The lower the é&wf the input of a fair value measurement, theerextensive the disclosure

requirements. The three broad levels include:epliptices in active markets for identical assetsabilities (Level 1); significant other
observable inputs (Level 2); and significant unobable inputs (Level 3).

Our assets and liabilities that are recorded at&lue on a recurring basis include cash equitsland restricted cash consisting of money
market funds, power-related derivatives and oufsttihe decommissioning trust. Money market fungscéassified as Level 1. Power-related
derivatives are classified as Level 3. The Milla@ecommissioning trust funds include treasuryisées, other agency and corporate fixed
income securities and equity securities that assified as Level 1 and Level 2. Our assessmeheddignificance of a particular input to the
fair value measurement requires judgment, and rffagtahe valuation of the fair value of assets &ablilities and their placement within the
fair value hierarchy levels.

At December 31, 2009, the fair value of money mifiweds was $0.7 million, the fair value of resteid cash was $5.4 million and the fair
value of decommissioning trust assets was $5.1amill The fair value of power-related derivativeasva net unrealized gain of $0.2 million at
December 31, 2009. This included unrealized gai$0.6 million and unrealized losses of $0.4 roilli See Part Il, Iltem 7A, Quantitative ¢
Qualitative Disclosures About Market Risk for adutial information about power-related derivatives.

Derivative Financial Instruments We account for various power contracts as derieativnder the provisions of FASB’s guidance for
derivatives and hedging. This guidance requirasdprivatives be recorded on the balance shéairatalue. We estimate the fair value based
on the best market information available includuaduation models that estimate future energy pridesed on existing market and broker
guotes, supply and market data and other assunsptibine value of each forward energy derivativetreat, measured over its entire duration,
is primarily based on the difference between camtpaces and non-binding broker quotes providedfa paid pricing service, consistent with
industry practice. Price information for forwandeegy derivative contracts is not readily obsergablthe market. Based on management
discussions with the broker concerning developrméptice quotes, information has been considereldiding prices from other similar
contracts. Since this information is not publiglyoted or readily observable, we have assessefuard energy derivatives as Level 3 fair
value measures. Fair value estimates involvenainties and matters of significant judgment.e§duncertainties include projections of
macroeconomic trends and future energy pricesydiaty supply and demand levels and future pricatility. Based on a PSB-approved
Accounting Order, we record the change in fair gadfiall power contract derivatives as deferredgbsior deferred credits on the balance
sheet, depending on whether the change in faileviaglan unrealized loss or gain. The correspondifsgts are recorded as current and long-
term assets or liabilities depending on the dunagibthe contracts.

During 2009, we entered into two forward power cacis that we classify as derivatives. At Decen#igr2009, the estimated fair value of all
power contract derivatives was a net unrealized ga$0.2 million ($0.6 million unrealized gain afil.4 million unrealized loss). In 2008, we
also had several forward power contracts that erivatives. At December 31, 2008, the estimaa@dvialue of all power contract derivatives
was a net unrealized gain of $8.8 million ($12.4iot1 unrealized gain and $4.1 million unrealizedd). Also see Part Il, Item 7A,
Quantitative and Qualitative Disclosures About MarRisk.

Environmental ReservesEnvironmental reserves are estimated and accrird agprobabilistic model when assessments inditeit is
probable that a liability has been incurred an@dount can be reasonably estimated. Our envirotahesserve is for three sites in various
stages of remediation. Our cost estimates fordfitbe sites are based on engineering evaluatibpessible remediation scenarios and a
Monte Carlo simulation. The cost estimate fortthied site is less than $0.1 million. The liahjiliéstimate includes costs for remediation,
monitoring and other future activities. At DecemBg, 2009, our reserve for the three sites waB filllion and it was $1.7 million at
December 31, 2008. These estimates are basedremtty available information from presently enatgate and federal environmental laws
and regulations. The estimates are subject teiong in future periods based on actual costswrin@rmation concerning either the level of
contamination at the site or newly enacted lawsragdlations.
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In December 2009, we voluntarily submitted resoftmternally tested soil samples from two addifiblocations to the State of Vermont Sites
Management Section (“SMS”). These soil samplelteshowed contamination at levels of concern td&SSMs a result, SMS has listed these
sites as active hazardous waste sites and requbsateste complete additional testing at these ptagse Although management does not
believe there is significant contamination at theises, the extent and cost of potential remediatidl not be known until the additional testing
is completed during 2010.

Reserve for Loss on Power Contracin 2005, we established a reserve for a loss emnainated power sales agreement in connectiontivith
sale of a subsidiary’s franchise. The reserveisdyamortized on a straight-line basis through5284 the cash is paid out under the underlying
supply contracts. The amortization is being cestiitb purchase power expense on the Consolidasen®tnt of Income. The balance of the
reserve was $7.2 million at December 31, 2009 & fillion at December 31, 2008.

Income TaxesWe follow FASB'’s guidance and methodology for estiimg and reporting amounts associated with unicetax positions,
including interest and penalties. The applicabbimcome tax law is complex and we are requirethédke many subjective assumptions and
judgments regarding our income tax exposures. &fferd income tax expense quarterly using an estormtnualized effective t:

rate. Adjustments to these estimates and changas isubjective assumptions and judgments canrialijeaffect amounts recognized on the
income statement, balance sheet and statemensiofloavs.

Other See Part Il, Item 8, Note 1 - Business Organizaiosh Summary of Significant Accounting Policies dodiscussion of newly adopted
accounting policies and recently issued accourghogouncements.

RESULTS OF OPERATIONS
The following is a detailed discussion of the résof operations for the past three years. Thigilshbe read in conjunction with the
consolidated financial statements and accomparnyatgs included in this report.

Consolidated Summar@ur consolidated earnings for 2009 were $20.7 omijlor $1.74 per diluted share of common stockis €bmpares to
2008 consolidated earnings of $16.4 million, o5®1cents per diluted share of common stock and 26@%olidated earnings of $15.8 million,
or $1.49 cents per diluted share of common stock.

The tables that follow provide a reconciliationtloé primary year-over-year variances in dilutecherys per share for 2009 versus 2008 and
2008 versus 2007. The earnings per diluted slareaich variance shown below are non-GAAP measures:

2009 vs. 200

2008 Earnings per diluted share $ 1.52
Year-over-Year Effects on Earnings:

Lower purchased power exper 0.4z
Higher equity in earnings of affiliate 0.0¢
Higher transmission expen (0.39)
Common stock issuance (Nov. 20(- 1,190,000 additional shares (0.18)
Higher other operating expens (0.09)
Other (mostly variable life insurance) 0.2%
2009 Earnings per diluted share $ 1.7¢

(a) Additional average shares from the NovembeB2Q6ck issuance were excluded from the 11,7058v&8age shares of common st«
diluted, for the purposes of computing the indigtlEPS variances shown above in order to providepesable information for 2009 vs.
2008.
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Other

2008 Earnings per diluted share
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2008 vs. 200
$ 1.4¢

0.7¢
0.5¢
(0.27)
(0.25)
(0.17)
(0.21)
(0.39)
$ 152

Consolidated Income Statement Discussibhe following includes a more detailed discussibthe components of our Consolidated
Statements of Income and related year-over-yeaanvees.

Operating RevenuesThe majority of operating revenues is generatealn retail electric sales. Retail sales are &dfkby weather and
economic conditions since these factors influentstamer use. Resale sales represent the salevef o the wholesale market normally
sourced from owned and purchased power supplydassxof that needed by our retail customers. Trauatrof resale revenue is affected by
the availability of excess power for resale, theety of sales we enter into and the price of thakess Operating revenues and related mWh

sales are summarized below.

Revenues (in thousands) mWh Sales
2009 2008 2007 2009 2008 2007
Residentia $ 139,047 $ 138,09: $ 136,35¢ 981,83t 982,96¢ 1,003,05!
Commercial 104,00: 108,25: 107,55t 825,01( 873,19. 885,71
Industrial 32,597 34,85¢ 36,06 364,51¢ 396,74: 425,35¢
Other 1,88¢ 1,872 1,84( 6,39¢ 6,312 6,25(
Total retail sale 277,52¢ 283,07: 281,81¢ 2,177,76. 2,259,21. 2,320,37
Resale sale 54,27¢ 48,64 38,93t 840,53t 759,83: 697,74¢
Provision for rate refun (1,689 (29¢€) (747) 0 0 0
Other operating revenues 11,97¢ 10,74« 9,10( 0 0 0
Total operating revenues $ 342,09t $ 342,16: $ 329,10° 3,018,229 3,019,04. 3,018,12
The average number of retail customers is sumnthbzéow:
2009 2008 2007
Residentia 136,24 136,07 135,59:
Commercial 22,577 22,407 22,10¢
Industrial 36 35 37
Other 17t 17t 17t
Total 159,03( 158,69: 157,90¢
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Comparative changes in operating revenues are stimeddelow (dollars in thousands):

2009 vs. 200 2008 vs. 200

Retail sales
Volume (mWh) $ (8,937 $ (6,660
Average price due to customer sales 2,53 2,19¢
Average price due to rate increases 861 5,72(
Subtota (5,549 1,25¢
Resale sale 5,63¢ 9,70¢
Provision for rate refun (1,399 451
Other operating revenues 1,23¢ 1,64¢
Change in operating revenues $ (64) $ 13,05¢

2009 vs. 2008

Operating revenues decreased by $0.1 million,sw tlean 1 percent, due to the following factors:

Retail sales decreased $5.5 million resulting flomer sales volume, partly offset by higher averegfail rates and a higher aver
price due to customer sales mix. Sales volumeedsed due to lower usage by commercial and industnistomers resulting frc
economic conditions

Resale sales increased $5.6 million as a resuitghfer sales volume due to lower retail sales veland increased output from po
producers. Average prices for forward sales irszdavhile prices for hourly sales decrea:

In 2009, the provision for rate refund is relatedver<ollections of $1.7 million of power, productioncatransmission costs as defil
by the power cost adjustment clause of our alteraaegulation plan

Other operating revenues increased $1.2 mostly Bal®s of additional transmission capacity from share of Phase I/ll transmiss
facility rights, an increase in wholesale transmissrates and the sale of renewable energy creits.began selling transmiss
capacity in April 2007, and we have the abilityréstrict the amount of capacity assigned to thelmsers based on certain conditic

2008 vs. 2007
Operating revenues increased $13.1 million, or d&cent, due to the following factors:

Retail sales increased $1.3 million resulting frar@.3 percent rate increase effective Februarf0Q82nd a higher average price di
customer sales mix. Retail sales volume was lawe2008 largely due to lower average usage caugenhilller weather, a slowil
economy and energy conservati

Resale sales increased $9.7 million resulting fhogher average prices and an increase in excessrpxailable for resale due to oy
retail sales volume, higher output from our hydxoilities and Independent Power Producers anddss®utput from unplanned outas
at Vermont Yankee

The provision for rate refund, which is a reductinroperating revenues, is related to amountswitese included in retail rates in 2(
and January 2008 that were to be refunded to cestonThe provision for refund ended with new tetaties effective February 1, 2(
that reflect the customer refur

Other operating revenues increased $1.6 million luesales of transmission rights and increasednuevefrom storm restorati
performed for other utilities, partially offset layprovision for refund to retail custome
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Operating ExpensesThe variances in income statement line items tbatprise operating expenses on the ConsolidatedrSéaits of Income
are described below (dollars in thousands).

2009 over/(under) 200¢ 2008 over/(under) 20C
Total Total
Variance Percent Variance Percent
Purchased powe- affiliates and othe $ (7,469 -45% $ 4,72¢ 2.9%
Production (849 -6.9% 528 4.5%
Transmissior- affiliates 722 9.9% 2,13¢ 41.5%
Transmissior- other 4,94¢ 26.2% 2,32 14.1%
Other operatiol 3,41¢ 6.1% 2,281 4.2%
Maintenance (3,780 -13.5% b5 0.2%
Depreciatior 1,261 8.1% 443 2.%%
Taxes other than incon 1,074 6.9% 51c 3.4%
Income tax expense (benefit) 15E 3.2% (413 -7.8%
Total operating expense: $ (522 -0.2% $ 12,60( 4.0%

Purchased Powe- affiliates and otherPower purchases made up 49 percent of total opgrakipenses in 2009, 51 percent in 2008 and 52
percent in 2007. Most of these purchases are mnadier long-term contracts. These contracts aner giwer supply matters are discussed in
more detail in Power Supply Matters below. Pureldgsower expense and volume are summarized below:

Purchases (in thousands mWh purchases
2009 2008 2007 2009 2008 2007
VYNPC (a) $ 64,017 $ 57,70¢ $ 55,77: 1,551,92! 1,417,14. 1,361,75.
Hydro-Quebec 63,09: 63,67( 64,86¢ 919,76 937,92 998,41
Independent Power Producers 22,55¢ 26,43( 22,79¢ 202,48: 202,19: 176,16¢
Subtotal lon-term contract: 149,67: 147,80t 143,43 2,674,17. 2,557,261 2,536,33
Other purchase 7,20¢ 16,87 16,01¢ 59,03} 165,36: 219,18t
Loss contingency amortizatiol (1,19¢) (1,19¢) (1,19¢) 0 0 0
Nuclear decommissionir 1,312 2,07( 2,58¢ 0 0 0
Other 98€ (10€) (125) 0 0 0
Total purchased power $ 157,98. $ 165,45. $ 160,72: 2,733,20! 2,722,62. 2,755,52

(a) Regulatory deferrals of $0.5 million in 2004182008 have been reclassified and included in Gtheonform to current year presentation.

Comparative changes in purchased power expenseiammarized below (dollars in thousands):

2009 vs. 200 2008 vs. 200

VYNPC (a) $ 6,30¢ $ 1,93¢
Hydro-Quebec $ (575) (1,199
Independent Power Producers (IP $ (3,879) 3,63¢
Subtotal lon-term contract: 1,86: 4,371
Other purchase (9,66¢) 85¢
Nuclear decommissionir (75€) (51¢)
Other 1,09/ 17
Total purchased pow: $ (7,469 $ 4,72¢

(a) Regulatory deferrals of $0.5 million in 2004182008 have been reclassified and included in Gtheonform to current year presentation.

2009 vs. 2008

Purchased power expense decreased $7.5 milligh5grercent, due to the following factors:

. Purchased power costs under |-term contracts increased $1.9 million in 2009, guenarily to higher VYNPC output and beca
there were no plant refueling outages in 2009.s Thws primarily offset by decreased purchases fRs due to the November 2(
expiration of one contract, and lower prices onmradrke-based purchase

. Other purchases decreased $9.7 million in 2009uUsecaore power was available from I-term contract source
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= Nuclear decommissioning costs decreased $0.8 millin2009 and are associated with our ownershiprésts in Maine Yanke
Connecticut Yankee and Yankee Atomic. These argtdased on FER@&pproved tariffs. The decrease is largely duewel revenu
requirements for Connecticut Yankee and Maine Yar

. Other costs increased $1.1 million. These Othetscae amortizations and deferrals based on &&Beved regulatory accounting,
include net accounting deferrals and amortizatfonsncremental energy costs related to Millstonat#3 scheduled refueling outa
and deferrals for our share of nuclear insuranfieds received by VYNP(

2008 vs. 2007

Purchased power expense increased $4.7 millio2.9gpercent, due to the following factors:

- Purchased power costs under l-term contracts increased $4.4 million in 2008, dumarily to increased purchases from IPPs at r
prices and from increased Vermont Yankee plant uiye purchase at favorable rates under the PR¥&. Mermont Yankee pla
operated at nearly full capacity in 2008 with theception of a few small derates and the plannedefefy outage in the four
quarter. These increases were offset by fewehages from Hydi-Quebec due to a 5 percent decrease in the anradafdotor.

- Other purchases increased $0.9 million in 2008 ltiegufrom higher average prices for replacemengérgp purchased during {
Vermont Yankee refueling outage and derate destidbeve

. Nuclear decommissioning costs decreased $0.5 millin2008 and are associated with our ownershiprésts in Maine Yanke
Connecticut Yankee and Yankee Atomic. These arstdased on FER&pproved tariffs. The decrease is largely duewel revenu
requirements for Connecticut Yankee and Maine Yar

Production: These costs represent the cost of fuel, operatidrmaintenance, property insurance, propertydasdr wholly and jointly
owned production units, and forced outage insurémcthe Vermont Yankee power plant.

The decrease of $0.8 million for 2009 versus 2088 principally due to $0.6 million of lower premiarfor Vermont Yankee forced outage
insurance. There were no significant variance2@@8 versus 2007.

Transmission - affiliatesThese expenses represent our share of the natfcstvice of Transco as well as some direct cteafgefacilities

that we rent. Transco allocates its monthly céseovice through the Vermont Transmission Agreenf8iTA”), net of NEPOOL Open
Access Transmission Tariff (“NOATT") reimbursemeatsd certain direct charges. The NOATT is the maddm through which the costs of
New Englan’s high-voltage (so-called PTF) transmission féieii are collected from load-serving entities ughg system and redistributed to
the owners of the facilities, including Transco.

The increase of $0.7 million for 2009 versus 20@& wrincipally due to higher rates under the VTéated to the overall transmission
expansion in New England, partially offset by high®ATT reimbursements. The increase of $2.1 onillior 2008 versus 2007 was
principally due to the same factors.

Transmission - other:The majority of these expenses are for purchasesg@$nal transmission service under the NOATT elmakges for the
Phase | and Il transmission facilities. The insgeaf $4.9 million for 2009 versus 2008 primarigulted from higher rates and overall
transmission expansion in New England. The inered$2.3 million for 2008 versus 2007 was primafdr the same reason.

Other operation These expenses are related to operating actitieh as customer accounting, customer serviognadrative and general
activities, regulatory deferrals and amortizaticars] other operating costs incurred to supporcote business. The increase of $3.4 million
for 2009 versus 2008 was primarily due to $2.2iomllof higher net regulatory amortizations, prirharelated to the recovery of 2008 major
storm costs and $0.5 million of higher reservesufarollectible accounts, primarily due to a custolvenkruptcy, partially offset by lower
professional service costs due to a large softweoject in 2008 that did not recur in 2009.

The increase of $2.3 million for 2008 versus 20@& wrimarily related to higher employee-relateds;dsigher net regulatory amortizations
and higher reserves for uncollectible accountdjgilr offset by lower professional service costs.

Maintenance These expenses are associated with maintaininglectric distribution system and include costswf jointly owned generatic

and transmission facilities. The decrease of $dlBon for 2009 versus 2008 was largely due todowervice restoration costs. There were
more major storms in 2008 than in 2009.
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The increase of $0.1 million for 2008 versus 20@&\Wargely due to increased storm recovery actinéy of a favorable deferral of $4.1
million of service restoration costs resulting fréime ice storm in December 2008.

Depreciation:We use the straight-line remaining-life method epikciation. The increase of $1.3 million for 20@9sus 2008 was due to a
higher level of utility plant assets. There wassignificant variance for 2008 versus 2007.

Taxes other than incomehis is related primarily to property taxes andnpélytaxes. The increase of $1.1 million for 20@9sus 2008 was
due to increases in property taxes. There wasgmifisant variance for 2008 versus 2007.

Income tax expensFederal and state income taxes fluctuate withdfel lof pre-tax earnings in relation to permandifieinces, tax credits,
tax settlements and changes in valuation allowafarebe periods. There was no significant vareafar 2009 versus 2008 or for 2008 versus
2007.

The effective combined federal and state incomedtxwas 34 percent for 2009, 39.6 percent foB20@ 29.9 percent for 2007. Also see
Part 11, ltem 8, Note 16 - Income Taxes.

Other Income and Other DeductionsThese items are related to the non-operating &esvof our utility business and the operating aod-
operating activities of our non-regulated businsesbeough CRC. CRC'’s earnings were $0.9 millio2@09, $0.2 million in 2008 and $0.5
million in 2007. The variances in income statemngm items that comprise other income and othdudgons on the Consolidated Statements
of Income are shown in the table below (dollarthimusands).

2009 over/(under) 2008 2008 over/(under) 2007
Total Total
Variance Percent Variance Percen

Equity in earnings of affiliate $ 1,20¢ 7.4% $ 9,83¢ S
Allowance for equity funds during constructi (167) -50.% 281 *
Other income (663) -18.4% (215) -5.€%
Other deductions (primarily variable life insuraj 3,22( -67.(% (2,329 93.7%
Income tax expense 222 -3.8% (4,409 *
Total other income and deductions $ 3,82( 40.1% $ 3,172 49.9%

* variance exceeds 100 percent

Equity in earnings of affiliates These earnings are related to our equity inveastsriacluding VELCO, Transco and VYNPC. The inceaf
$1.2 million for 2009 versus 2008 is principallyedio the $3.1 million investment that we made ianfco in December 2008. The increase of
$9.8 million for 2008 versus 2007 is principallpiin increased earnings resulting from an additi®dal million investment we made in
Transco in December 2007.

Other income:These items include interest and dividend income&orporary investments, nariity revenues relating to rental water heat
and miscellaneous other income. The decrease.dfrillion for 2009 versus 2008 resulted primafiigm lower interest and dividend
income. There were no significant variances f@&0ersus 2007.

Other Deductions: These items include supplemental retirement li¢sreafid insurance, including changes in the castesder value of
variable life insurance policies, non-utility exges relating to rental water heaters, and miscadlas other deductions. The decrease of $3.2
million for 2009 versus 2008 was related to charigébe cash surrender value of variable life iasie policies included in our Rabbi

Trust. In 2009, there were market gains of $0.lianiversus market losses of $2.6 million in 2008he increase of $2.3 million for 2008
versus 2007 resulted primarily from market losseshe cash surrender value of variable life inscegpolicies.

Income tax expens Federal and state income taxes fluctuate withethel of pre-tax earnings in relation to permargifferences, tax credits,
tax settlements and changes in valuation allowafuretbe periods. There was no significant vare@afar 2009 versus 2008. See Part Il, Ite
Note 16— Income Taxes for the change in income expensgdo8 versus 2007.

CRC provided a $0.8 million favorable variance @02 versus 2008. This included the reversal di.2 #illion valuation allowance that was
established in 2008, and the recognition of a sty unrecognized tax position of $0.3 million.
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Interest Expense Interest expense includes interest on long-ternt, dididends associated with preferred stock suligmandatory
redemption, interest on notes payable and thetdiadiities, and carrying charges associated wétdulatory liabilities. The variances in
income statement line items that comprise intezrgense on the Consolidated Statements of Incoenghamvn in the table below (dollars in
thousands).

2009 over/(under) 2008 2008 over/(under) 20C
Total Total
Variance Percent Variance Percen
Interest on lon-term debt $ 1,361 13.¢% $ 2,581 35.9%
Other interes (1,460 -76.5% 56& 42.(%
Allowance for borrowed funds during construction 13 10.%% (100 *
Total interest expense $ 86) -0.7% $ 3,04¢ 35.7%

* variance exceeds 100 percent

Interest on lon-term debt: The increase of $1.4 million for 2009 versus 20@8& largely due to the $60 million first mortgdmends issued in
May 2008. The increase of $2.6 million for 2008sues 2007 was largely due to the $60 million firstrtgage bonds issued in May 2008.

Other interest expenseThe decrease of $1.5 million for 2009 versus 2088 principally related to a bridge loan that wesaid in May 2008
from proceeds of a long-term debt issue, partiaffget by lower regulatory carrying costs. Ther@ase of $0.6 million for 2008 versus 2007
was principally related to a bridge loan that wesaid in May 2008 from proceeds of a ldiegm debt issue, partially offset by lower regutgi

carrying costs.

POWER SUPPLY MATTERS

Power Supply Managemen®Our power supply portfolio includes a mix of basel@and dispatchable resources. These sourcesedda
serve our retail electric load requirements pluswaholesale obligations into which we enter. Wenage our power supply portfolio by
attempting to optimize the use of these resouars through wholesale sales and purchases to rimintmlance between our power supplies
and load obligations.

Our power supply management aims to minimize costsistent with conservative levels of risk to bguidity. Risk mitigation strategies are
built around minimizing both forward price risksdaoperational risks while strictly limiting poteaticollateral exposure to our liquid

assets. Other risks are mitigated by the poweltmmdmission cost recovery process containedeiPtbAM (see Retail Rates and Alternative
Regulation). We also mitigate cost risks throughited wholesale transactions that hedge markeg pis&, as discussed below. In addition,
have insured against major outage cost expostine ¥ermont Yankee plant experiences unplannedyeatand is unable to deliver energy
under the current PPA with Entergy-Vermont Yank&e. are able to economically hedge our exposurengestion charges that result from
constraints on the transmission system with Firigiansmission Rights (“FTRs”). FTRs are awarttethe successful bidders in periodic
auctions, in which we participate, that are adntémed by ISO-New England.

Our current power forecast suggests we have excggdy through 2011. We attempt to sell much of &xcess energy in the forward market
at fixed prices in order to reduce market priceatitty and revenue volatility while remaining sty within potential collateral exposure
limits. During 2008, we entered into several fordvaale contracts to hedge revenues for the mgjofibur forecasted excess power for
2009. In October 2009, we executed a forward feelealendar year 2010. We also executed a fonpardhase for delivery during the
Vermont Yankee refueling outage that is schedubedhfe spring of 2010. We expect that our attaimnoé an investment-grade credit rating
will result in an expansion of the number of coupéeties that are willing to transact with us. @pforward, we expect to continue our prac
of constraining the net transaction volumes wittlividual counterparties to mitigate potential ctétal exposures during stressed market
conditions.
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Sources of EnergyWe have among the cleanest power supplies in thetgg with a very low reliance on fossil fuels amthigh reliance on
renewable energy. A breakdown of energy sourcesglthe past three years follows.

2009 2008 2007

Nuclear 55% 50% 48%
Hydro 38% 39% 39%
Oil and wooc 4% 5% 6%
Other 3% 6% 7%
Total 100% 100% 100%

The following is a discussion of our primary sowoé energy.

Vermont Yankee:We are purchasing our entittement share of Vernvamtkee plant output through the PPA between Ent&igynont
Yankee and VYNPC. VYNPC'’s entitlement to plantpuitis approximately 83 percent and our share arfitpbutput is approximately 29
percent; our nominal entitlement is approximaté8® MW. We have one secondary purchaser that resd@ss than 0.5 percent of our
entitlement.

Entergy-Vermont Yankee has no obligation to sugpigrgy to VYNPC over its entitlement share of plaumiput, so we receive reduced
amounts when the plant is operating at a reduces, land no energy when the plant is not operatifige plant normally shuts down for about
one month every 18 months for maintenance andsierimew fuel into the reactor. A scheduled réfigebutage was completed in November
2008 and the next outage is scheduled for the gpfi2010. Our total VYNPC purchases were $64iamilin 2009, $57.7 million in 2008 and
$55.8 million in 2007.

Prices under the PPA increase $1 per megauweatt-each calendar year, from $43 in 2010 to $48it2. The PPA contains a provision knc
as the “low market adjuster”, which calls for a dovard adjustment in the contract price if markétgs for electricity fall by defined
amounts. Estimated annual purchases are expecbed®61 million for 2010, $63 million for 2011 a6 million for 2012 until the contract
expiration in March. The total cost estimatestssed on projected mWh purchase volumes at PP#, fates estimates of VYNPC costs,
primarily net interest expense and the cost oftapiActual amounts may differ.

We purchase replacement energy as needed whereth®¥t Yankee plant is not operating or is opegasinreduced levels. We typically
acquire most of this replacement energy througidiod purchase contracts and account for thoseamistas derivatives.

In July 2008, the Vermont Yankee plant reduced petidn levels (also referred to as a “derate”)dinost 12 days, reaching a low of
approximately 17 to 20 percent capacity during sofrtbat time. The derate resulted from issuesteel to the plant’s cooling towers. The
incremental costs of the replacement power thapuvehased during that time amounted to approxim&ell million. We also lost
approximately $1.1 million in resale sales revedusng that time. We were able to apply approxefya$0.1 million as a reduction in
purchased power expense from a regulatory lial@idiablished for the difference in the premium il for Vermont Yankee forced outage
insurance and amounts collected in retail rates.

In the third quarter of 2007, the Vermont Yankeanplexperienced a derate after the collapse oblngptower at the plant, and a two-day
unplanned outage resulting from a valve failuree pMrchased replacement energy adequate to meebhws hourly load obligations during
that period. The derate and unplanned outageaseteour net power costs by about $1.3 millioménthird quarter of 2007 through increased
purchased power expense and decreased operatemues/due to reduced resale sales. We were déstoapply $0.3 million as reduction in
purchased power expense from the regulatory Itgibili

We are considering whether to seek recovery ofrttiemental costs from Enterdfermont Yankee under the terms of the PPA based thpe
results of certain reports, including an NRC insjpe; in which the inspection team found that Egye¥ermont Yankee, among other things,
did not have sufficient design documentation awédo help it prevent problems with the cooling/éwss. The NRC released its findings on
October 14, 2008. In considering whether to seekvery, we are also reviewing the 2007 and 2008 cause analysis reports by Entergy

a December 22, 2008 reliability assessment provigeithe Nuclear Safety Associates to the Stateasmént. We cannot predict the outcome
of this matter at this time.
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We have a forced outage insurance policy to coglditianal costs, if any, of obtaining replacemeotver from other sources if the Vermont
Yankee plant experiences unplanned outages. Thinentyolicy covers March 22, 2009 through March2d10. This outage insurance does
not apply to derates or acts of terrorism. Theecage applies to unplanned outages of up to 9Cecatise calendar days per outage event, and
provides for payment of the difference betweenhberly spot market price and $42/mWh. The aggregeteimum coverage is $9 million w

a $1.2 million deductible. In October 2009, weghased coverage for the period March 22, 2010 girddarch 21, 2011. The new policy t
substantially the same coverage terms as our dyscdicy.

The PPA between Enterg¥ermont Yankee and VYNPC contains a formula foed®ining the VYNPC power entitlement following aprate
in 2006 that increased the plant’s operating capagi approximately 20 percent. VYNPC and EnteXgrmont Yankee are seeking to resc
certain differences in the interpretation of thenfala. At issue is how much capacity and energyN¥?C sponsors receive under the PPA
following the uprate. Based on VYNPC'’s calculaidhe VYNPC sponsors should be entitled to slighttye capacity and energy than they
are currently receiving under the PPA. We cannedigt the outcome of this matter at this time.

If the Vermont Yankee plant is shut down for angs@n prior to the end of its operating licenseweeld lose the economic benefit of an
energy volume equal to close to 50 percent of ot@ tommitted supply and have to acquire replacempewer resources for approximately
percent of our estimated power supply needs. Basegitojected market prices as of December 31, 20@39ncremental replacement cost of
lost power, including capacity, is estimated torage $27.5 million annually. We are not able tedict whether there will be an early
shutdown of the Vermont Yankee plant or whetherRB& would allow timely and full recovery of inceeal costs related to such

shutdown. An early shutdown, depending upon tleeiip circumstances, could involve cost recovagythe outage insurance described al
and recoveries under the PCAM but, in general, dowlt be expected to materially impact financiautts if the costs are recovered in a tin
fashion.

Hydrc-QuebecWe are purchasing power from Hydro-Quebec undeV#renont Joint Owners (“VJO”) Power Contract. TWi#0 Power
Contract has been in place since 1987 and purchages) in 1990. Related contracts were subseguaggbtiated between us and Hydro-
Quebec, altering the terms and conditions contaiméigle original contract by reducing the overalyer requirements and related costs. The
VJO contract runs through 2020, but our purchasegithe contract end in 2016. The average ldvé¢liveries decreases by approximately
19 percent after 2012, and by approximately 84 gurerafter 2015.

The annual load factor is 75 percent for the redwiof the VJO Power Contract, unless the contsachanged or there is a reduction due to
the adverse hydraulic conditions described below.

There are two sellback contracts with provisiorat #pply to existing and future VJO Power Contpagsthases. Two other sellback contracts,
also negotiated in the early phase of the VJO P@uwattract, have expired. The first sellback carttrasulted in the sellback of 25 MW of
capacity and associated energy through April 3@22Which has no net impact currently since antideh25 MW purchase was made in
conjunction with the sellback. We have a 23 MWrsldd the 25 MW sellback. However, since the salkbends six months before the
corresponding purchase ends, the first sellbadkr@sult in a 23 MW increase in our capacity andrgg purchases for the period from May 1,
2012 through October 1, 2012.

A second sellback contract provided benefits tthas ended in 1996 in exchange for two options ydrd-Quebec that are still available. The
first option gives Hydro-Quebec the right, uponrfgaars’ written notice, to reduce capacity andeisded energy deliveries by 50 MW,
including the use of a like amount of our Phadetiédinsmission facility rights. The second giveglrb-Quebec the right, upon one year’s
written notice, to curtail energy deliveries ina@ntract year (12 months beginning November 1) fesmannual capacity factor of 75 to 50
percent due to adverse hydraulic conditions as nnedsat certain metering stations on unregulategtsiin Quebec. This second option can be
exercised five times through October 2015. To ddyelro-Quebec has not exercised these optionshdVe determined that the first option is
a derivative, but the second is not because iiigicgent upon a physical variable.

There are specific contractual provisions providimgt in the event any VJO member fails to meetlifggation under the contract with Hydro-

Quebec, the remaining VJO participants, will “stgg-to the defaulting party’s share on a pro-raai®. As of December 31, 2009, our
obligation is about 47 percent of the total VJO Bo@ontract through 2016, and represents approglyn@B852.1 million, on a nominal basis.
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In accordance with FASB’s guidance for guarantessare required to disclose the “maximum potemtiabunt of future payments
(undiscounted) the guarantor could be requiredakenunder the guarantee.” Such disclosure is redj@ven if the likelihood is remote. With
regard to the “step-up” provision in the VJO Po@entract, we must assume that all members of ti@ dfthultaneously default in order to
estimate the “maximum potential” amount of futusyments. We believe this is a highly unlikely smém given that the majority of VJO
members are regulated utilities with regulated cestvery. Each VJO participant has received @guy approval to recover the cost of this
purchased power in their most recent rate apptinati Despite the remote chance that such an ewaltd occur, we estimate that our
undiscounted purchase obligation would be an aufditi$412.7 million for the remainder of the contrassuming that all members of the \
defaulted by January 1, 2010 and remained in defiauthe duration of the contract. In such a scen we would then own the power and
could seek to recover our costs from the defaultiggnbers or our retail customers, and could réiselpbower in the wholesale power markets
in New England. The range of outcomes (full cesbrery, potential loss or potential profit) wolle highly dependent on Vermont regulation
and wholesale market prices at the time.

Independent Power Producel We receive power from several Independent PowellRers (“IPPs”). These plants use water or bioraass
fuel and, with our own units, Hydro-Quebec and VeniYankee, are factors in our ability to proviadeergy with relatively low carbon
emissions. Most of the IPP power comes throudhata-sppointed purchasing agent that allocates ptoaal Vermont utilities under PSB
rules. Our total purchases from IPPs were $22lkomin 2009, $26.4 million in 2008 and $22.8 righ in 2007. Estimated annual purchases
are expected to range from $9.9 million to $21.8iomi for the years 2010 through 2014. Costs tlgin to drop when a major contract
obligation ends in 2012. These estimates are as@dsumptions regarding average weather conglifind other factors affecting generating
unit output, so actual amounts may differ.

Wholly owned hydro and therma&@ur wholly owned plants are located in Vermont, Aade a combined nameplate capacity of about 74.2
MW. We operate all of these plants, which incl@@ehydroelectric generating facilities with namegleapacities ranging from a low of 0.3
MW to a high of 7.5 MW, for an aggregate nameptatpacity of 45.3 MW; two oil-fired gas turbinestlive combined nameplate capacity of
26.5 MW; and one diesel peaking unit with a namteptapacity of 2.4 MW, which is currently deactat In 2009, we upgraded our Arnold
Falls unit in St. Johnsbury, VT, investing approately $1.4 million in the facility. The improvenisrare expected to ensure the plant’s long-
term viability and increase production by aboutpgtcent.

Jointly owned unitsOur jointly owned units include: 1) a 1.7303 petdeterest in Unit #3 of the Millstone Nuclear Pav&tation, a 1,155
MW nuclear generating facility; 2) a 20 percentneist in Joseph C. McNeil, a 54 MW wood-, gas- @itiired unit; and 3) a 1.7769 percent
joint-ownership in Wyman #4, a 609 MW oil-fired unit. e/diccount for these units on a proportionate caeteld basis using our ownership
interest in each facility. Therefore, our shar¢hef assets, liabilities and operating expensesoi facility is included in the corresponding
accounts in our consolidated financial statements.

Dominion Nuclear Connecticut (“DNC”) is the lead mav of Millstone Unit #3 with about 93.4707 percehthe plant joint-ownership. The
plant’s operating license has been extended fromeher 2025 to November 2045. We have an extéunstldedicated to funding our share
of future decommissioning costs, but we have supeigontributions to the Millstone Unit #3 Trustélbecause the minimum NRC funding
requirements are being met or exceeded. If a fereatiditional decommissioning funding is necessemy will be obligated to resume
contributions to the Trust Fund.

In August 2008, the NRC approved a request by DdNiBdrease the Millstone Unit #3 plant’s generatiagacity by approximately 7
percent. We are obligated to pay our share ofdleded costs based on our ownership share dedatimve. The uprate was completed du
the scheduled refueling outage that concluded iveldber 2008 and our share of plant output increbgeld4 MW.

In January 2004 DNC filed, on behalf of itself ahd two minority owners, including us, a lawsuitagt the DOE seeking recovery of costs
related to the storage of spent nuclear fuel agifiom the failure of the DOE to comply with itsligations to commence accepting such fue
1998. A trial commenced in May 2008. On Octolr2008, the United States Court of Federal Clagssed a favorable decision in the ci
including damages specific to Millstone Unit #3heTDOE appealed the court’s decision in Decemb@82@n February 20, 2009, the
government filed a motion seeking an indefinitey sththe briefing schedule. On March 18, 2009, @wairt granted the governmesitequest t
stay the appeal. On November 19, 2009, DNC filedotion to lift the stay. The DOE opposed thidioroand also asked the Court to grant it
an additional 45 days to file its initial brief ihe appeal should the Court lift the stay. Oneesttay is lifted, briefing on the appeal will take
place. We continue to pay our share of the DOESpeel assessment expenses levied on actual gienexad will share in recovery from the
lawsuit, if any, in proportion to our ownershipengst.
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Other: Other sources of energy are largely related totdkom purchases from third parties in New England the wholesale markets in ISO-
New England. On an hourly basis, power is soldaurght through IS-New England to balance our resource output andl lequirements
through the normal settlement process. On a mpb#iis, we aggregate hourly sales and purchaseeaard them as operating revenues and
purchased power, respectively. We are also chdggealnumber of ancillary services through ISO-Nemgland, including costs for
congestion, line losses, reserves and regulatatnvtiry in part due to changes in the price of gneihe method for settling the cost of
congestion and other ancillary services is adménist by ISONew England and is subject to change. Congestidriass charges represent
costs related to our power generation, purchaselalinery of energy to customers and reflect engmiges, customer demand, and the
demands on transmission and generation resources.

ISO-New England has a market mechanism referred the Forward Capacity Market (“FCM”) to compeesawners of new and existing
generation capacity, including demand reductid®O-New England believes that higher capacity paysienconstrained areas will encourage
the development of new generation where neededadtgpequirements for load-serving entities, inihg us, are based on each entity’s
proportionate share of ISO-New England’s prior ygzincident peak demand and the amount of quadifgepacity in the pool. Based on
specified rates through May 2010, we expect net FBktges of about $2.5 million in 2010.

We continue to monitor potential changes to thegh the wholesale energy markets in New Englé&uth changes could have a material
impact on power supply costs.

Future Power SupplyLong-term contracts with Vermont Yankee and Hydnee@ec provide about two-thirds of our current power
supply. There is a risk that future sources abtgl#o replace these contracts may be less rel@idémpose significantly higher prices than
current portfolio resources. These contracts aserbed in more detail in Part Il, Item 8, Note-XZommitments and Contingencies.

Our contract for power purchases from VYNPC endsglamch 2012, but there is a risk that we could lbée resource if the plant shuts down
for any reason before that date. An early shutdowrid cause our customers to lose economic besfedit energy volume of close to 50
percent of our total committed supply and we wdwdste to acquire replacement power resources faoappately 40 percent of our estimated
power supply needs. Based on now available forweatket prices as of December 31, 2009, the inanéshesplacement cost of lost power is
estimated to average $27.5 million in 2010. Werenteable to predict whether there will be an eaHytdown of the Vermont Yankee plant or
whether the PSB would allow timely and full recovef increased costs of such shutdown. An eanydsdwn, depending upon the specific
circumstances, could involve cost recovery viadhgage insurance described above and recoveries thmel PCAM but, in general, would not
be expected to materially impact financial resifltee costs are recovered in retail rates in a&tjnfashion.

Entergy-Vermont Yankee has submitted a renewaliegtjpin with the NRC and an application for a Giaxdite of Public Good (“CPG”) with

the PSB for a 20-year extension of the Vermont ¥anlant operating license. Entergy-Vermont Yardlse needs approval from the PSB
and Vermont Legislature to continue to operate hdy2012. Significant hurdles may prevent its esliging. Potential operating, transparency
and communication issues related to the plant snapierations have raised serious concerns amgugaters and members of the Vermont
Legislature, including some who have called fotétsiporary or permanent shutdown. An intervendh&éCPG case has requested that the
PSB order a shutdown of the Vermont Yankee plantjpgy resolution of current tritium leaks at thiesiThe PSB has opened a new docket to
consider that request. We are unable to predécotiicome of this matter.

On February 24, 2010, in a non-binding vote, themnt Senate voted against allowing the PSB toidengranting the Vermont Yankee
plant another 20-year operating license after 204 2ew Vermont legislature will be elected in fiaél of 2010 and could vote differently. We
are unable to predict the outcome of this matter.

At this time, Entergy-Vermont Yankee is attemptingpvercome these concerns, but we have not hgldobamal negotiations on a new

contract since these issues arose in January.rejdted Entergy-Vermont Yankee’s current propdsat both parties are prepared to resume
negotiations for a purchased power contract wherisbues that have emerged are resolved. We cpretitt the outcome at this time.
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Under the terms of sale of the plant in 2002, Ejytérermont Yankee also agreed to a Revenue Shagngement (“RSA”) for the period
2012 through 2022. The RSA will effectively yielelVenue to us on a certain MW portion of the plattual output whenever the average
annual unit revenue exceeds a “strike price” thatstablished by formula beginning at $61/ mWh(h2 Should the plant be relicensed and
operate through March of 2022, the effect of théARE| be to provide a price calike effect (at the level of the strike price) dretnet cost of
purchase of an equal quantity of power made at etgmices. Protection from upward price volatiitbove the level of the RSA represents a
significant economic value to our consumers.

Contract deliveries from Hydro-Quebec will declimgapproximately 19 percent after 2012, by appretety 84 percent after 2015 and will
cease in 2016. The first reduction will servedaduce the amount of the Company’s power supplyarpehrough October 2015. Hydro-
Quebec is engaged in the addition of approximat€®0 MW of hydroelectric capacity in Quebec laygalrgeted for export in part via
increased transmission capacity into the New Englaarket area. We are negotiating with Hydro-Quédbe future purchases that could
supplement or replace current purchases from them.

On March 11, 2010, we signed a memorandum of utateiig (“MOU”) with Green Mountain Power and Hyd@Quebec (“Parties”) that sets
the stage for a new power supply contract. Undetdéims of the MOU, Vermont utilities will be el to purchase up to 225 megawatts
starting in November 2012 and ending in 2038. Wesgek to purchase volumes similar to what weentlty purchase from Hydro-Quebec.
There is a price-smoothing mechanism that will Ishéeistomers from volatile market price spikes awerlife of the contract.

The MOU commits the parties to negotiate in goadthfa power purchase agreement based on a nombitetim sheet. The parties intend to
negotiate the material terms of the power purclagseement no later than June 30, 2010, to allovpdnes to obtain all necessary internal
organizational approvals and execute the agreentelater than July 31, 2010. The final agreemetithei subject to PSB approval. Should the
parties fail to execute an agreement for any reasion to July 31, 2010, the MOU and the obligatia the parties to negotiate a final
agreement will terminate.

Power Supply Request For Proposal (“RFP”)In November 2008, together with Green Mountain Bo(®\GMP”) and Vermont Electric
Cooperative (“VEC"), we issued a request for posugoply proposals (“RFP”) for up to 100 MW to diviéyour future power supplies and
plan for the expiration of major contracts with ¥emt Yankee and HydrQuebec. We also issued a second solicitationtegeith GMP, a
the same time for up to 150 MW, contingent on theeome of the Vermont Yankee relicensing initiatfi€ontingent RFP”). The two RFPs
are the first in a series of staggered resourdeitsdions planned to be issued over the next sg¢wears as we build our power supply portfolio
for the future and plan for the uncertainties abaunr largest resources. We are pleased withitialisuccess of these efforts, and optimistic
about the results of future RFPs.

The first RFP sought up to 40 MW each for us andRGlhd 20 MW for VEC. We invited NEPOOL participmand a wide range of power
suppliers and developers to participate in both&RFBidders responded from across the northeas€Candda with an aggregate proposal of
over 1,800 MW of diverse supply options. Biddersluded power marketers, energy developers, egistir to-be-built power plant owners
and financial institutions. Hydro-Quebec and EgyeYermont Yankee were ineligible to participatettie RFPs because of the ongoing
negotiations with the Vermont utilities.

Joint RFP responses were received in January 2@d€raal proposals were received on February 20920V e initially determined that six of
the proposals would provide the best value undeptrtfolio scoring approach we submitted to th8 RS part of our Integrated Resource
Planning proceedings. The evaluation methodolaghuded, as a threshold, an evaluation of credibdateral terms. All bidders have been
notified of our determinations, and negotiationghvthe successful bidders have been completecedngrogress. Two of the finalists are
existing renewable power plants while another ihanfinal stages of permitting.

On March 23, 2009, we executed a contract for tirelgase of 15 MW of firm power to be deliveredhaiurs during calendar years 2013-
2015. On December 8, 2009, we executed anothmeergent to purchase 5 MW of the output of an exgstiydro electric plant for 5 years
beginning in 2012. On December 16, 2009, we execat20-year agreement to begin in 2012, continge®SB approval, for approximately
30 percent of the output from a new 99 MW wind pobjunder development in New Hampshire. Theseacisthave been announced
publicly, and we received positive initial feedbdrbm legislators, customers and other key corstities.

Of the remaining initial awards, two have been ditwn and it is unknown at this time whether thmgle remaining award will result in an
executed transaction.

Page 44 of 12




WPD-6
Screening Data Part 1 of 2
Page 3132 of 9808

Best and final proposals were received from CortimtdRFP participants on May 1, 2009. We expecbtdinue working with these parties at
least until the uncertainties related to the Vertamkee plang relicensing and the new contract negotiationseselved. This process col
remain unresolved until mid-2010.

At this time, we are unable to predict the impatbar financial statements and cash flows resufiiog these awards and signed contracts
associated with these RFPs.

Decommissioned Nuclear PlantsVe own, through equity investments, 2 percent offfd&’'ankee, 2 percent of Connecticut Yankee and 3.5
percent of Yankee Atomic. As of December 31, 2@0three have completed decommissioning activigied their operating licenses have
been amended to operation of Independent SpentStoidge Installation. They remain separatelyoesible for safe storage of each plant’s
spent nuclear fuel and waste at the sites untiDlB& meets its obligation to remove the materiairfithe site or until some other suitable
storage arrangement can be developed. All thréectaecommissioning and closure costs through GERproved wholesale rates charged
under power purchase agreements with several Nelaiah utilities, including us. We believe thatsbed on historical rate recovery, our share
of decommissioning and closure costs for each pldhtontinue to be recovered through the regulafwrocess. However, if the FERC
disallows recovery of any of their costs, thera issk that the PSB would disallow recovery of share in retail rates.

Based on estimates from Maine Yankee, Connectiauk¥e and Yankee Atomic as of December 31, 20@Xothl remaining approximate
cost for decommissioning and other costs of eaghtpé as follows: $47.9 million for Maine Yanké&74.1 million for Connecticut Yankee
and $58.8 million for Yankee Atomic. Our shareted remaining obligations amounts to $1 million féaine Yankee, $5.5 million for
Connecticut Yankee and $2.1 million for Yankee AtlomThese estimates may be revised from timente thased on information available
regarding future costs.

All three companies have been seeking recoveryelfdtorageelated costs stemming from the default of the D@Aer the 1983 fuel dispos
contracts that were mandated by the United Stateg@ss under the Nuclear Waste Policy Act of 198@der the Act, the companies believe
the DOE was required to begin removing spent nudled and greater than Class C (“GTCC”) waste ftbenuclear plants no later than
January 31, 1998 in return for payments by eachpemy into the nuclear waste fund. No fuel or GTW&Ste has been collected by the DOE,
and each company’spent fuel is stored at its own site. Maine YamkConnecticut Yankee and Yankee Atomic colletttedunds from us ar
other wholesale utility customers, under FERC-appdowvholesale rates, and our share of these pagmest collected from our retail
customers.

In 2006, the United States Court of Federal Clasaged judgment in the spent fuel litigation. Makankee was awarded $75.8 million in
damages through 2002, Connecticut Yankee was ad&2# 2 million through 2001 and Yankee Atomic aasrded $32.9 million through
2001. In December 2006, the DOE filed a noticapgeal of the court’s decision and all three corgsafiled notices of cross appeals. In
August 2008, the United States Court of AppealserFederal Circuit reversed the award of damagdsemanded the cases back to the trial
court. The remand directed the trial court to gk acceptance rate in 1987 annual capacity tepdren determining damages.

On March 6, 2009, the three companies submitted eised statement of claimed damages for the oasemand. Maine Yankee claimed
$81.7 million through 2002, and Connecticut Yankkgmed $39.7 million and Yankee Atomic claimed $b@illion in damages through
2001. Our share of the claimed damages is basedmoownership percentages described above.

The trial phase of the remanded case occurred gusti?009. Post-trial briefing was completed ifyellovember 2009, and final arguments
were heard on December 10, 2009.

The Court of Federal Claims’ original decisiongifintained on remand, established the DOE's redpititysfor reimbursing Maine Yankee
for its actual costs through 2002 and ConnectianRée and Yankee Atomic for their actual costsufgho2001 related to the incremental sg
fuel storage, security, construction and othersokthe spent fuel storage installation. Althotigh decision did not resolve the question
regarding damages in subsequent years, the dedisicupport future claims for the remaining spfelet storage installation construction co

In December 2007, Maine Yankee, Connecticut YarkekYankee Atomic filed additional claims agaits DOE for unspecified damages
incurred for periods subsequent to the originakadiscussed above. On July 1, 2009, in a notifinab the DOE, Maine Yankee, Connecticut
Yankee and Yankee Atomic filed their claimed cdetsdamages. Maine Yankee claimed $43 million sidanuary 1, 2003 and Connecticut
Yankee and Yankee Atomic claimed $135.4 million 86.1 million, respectively, since January 1, 2062r all three companies, the
damages were claimed through December 31, 2008.
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Due to the complexity of these issues and the piatdor further appeals, the three companies caprexdict the timing of the final
determinations or the amount of damages that willally be received. Each of the companies’ rethpeEERC settlements requires that
damage payments, net of taxes and further spentrfis¢ funding, if any, be credited to wholesaéepayers including us. We expect that our
share of these awards, if any, would be creditezlitaretail customers.

TRANSMISSION MATTERS

As a load-serving entity in Vermont, we are requite share the costs of facilities used to trangmiter to our system, including the region’s
Pool Transmission Facility (“PTF”) network, thetsfa non-PTF network and facilities that we utiltbat are owned by individual utilities and
generators. These are all referred to as Trangmiby Others costs (“TbyO”). Our greatest Thy®tds for our share of the region’s high-
voltage PTF transmission system through monthlyrgats made under the NEPOOL Open Access Transmigsidff (“NOATT”). Our
allocation of NOATT costs, based on our percentE#gaonthly NEPOOL network load, is a small fractiointhe total, normally between 1.6
and 2 percent, depending on the season. Whiledabienal cost-sharing approach greatly reducesosts related to qualifying Vermont
transmission upgrades, we pay our share of the émshew and existing NOATT-qualifying facilitiéscated elsewhere in New England.

In recent years there have been a number of ntajesmission projects in Vermont undertaken by Teapnsome of which are already in
service. The majority of the costs of these pitsjace PTF and have been approved by NEPOOL for NlO#ost-sharing treatment. However,
certain Vermont transmission facilities do not dfydior such cost sharing. Our share of costsheke local facilities is determined by the
classification of each project; some are chargeetty to specific utilities and some are sharedlbyermont utilities based on a load ratio
share formula.

Transco has been working with us on a project beesload-serving and reliability issues relate@t6-kV transmission line extending from
Bennington to Brattleboro, Vt., which we refer ®othe Southern Loop. It serves about 25 perceatiofoad. We initiated a public
engagement process in late 2005 to gain input @nbest to improve and ensure reliable electriciserin southern Vermont. Based on input
from this process, in the fourth quarter of 2006fikel a petition with the PSB for approval to pase and install two synchronous condensers
along the Southern Loop. This project was apprdmethe PSB in April 2008. Work commenced in J@088 and was completed in February
2009. The condensers are rotating machines sitoilaotors used to provide reactive support orethetric power transmission systems
without burning fuel. The condensers have imprawedreliability in the Stratton/Manchester aredhaf Southern Loop. Transco also worked
with us on a proposal to construct additional tnaission lines in the area in order to improve t&lity to the Brattleboro area of the Southern
Loop. This includes the construction of a new lim¢he existing 345 kV corridor between Vermonin¥ae in Vernon and our substation in
Coolidge. The plan also included a new substatioternon and an expansion of the Coolidge SulmstatiThese components are collectively
known as the “Coolidge Connector.” To addressllogi@bility problems on our system, on Februa®y 2009 the PSB also approved
construction of a new substation in Newfane and@&l3/ loop between the new substation and the 34%¥érnon-to-Cavendish line. The
effort to involve the public in a meaningful dialegabout these issues has been hailed as a vast/enpent over previous project-review
processes. We believe this new way of conducturginess led to better solutions, lower costs, amtoved community relations. In fact, a
statewide transmission planning committee was eckist the wake of the Southern Loop outreach effatterned in many respects after it.

The Regional Transmission Organization (“RTO”) kew England began operating on February 1, 2008uaumt to FERC Order 2000. We
are a participant in this organization, which pd®s the PTF service on a non-discriminatory bas@ughout New England via the NOATT.

Under the RTO, the Highgate Converter and relagediies owned by a number of Vermont utilities¢iuding us, and Transco are classifie
the Highgate Transmission Facility with RNS reingement treatment. Our net cost for the Highgat#itfas is based on our NEPOOL
network load share (about 2 percent) rather tham8ypercent ownership share of the facilities.r hare of reimbursements is about $2
million a year.

RECENT ENERGY POLICY INITIATIVES

Climate Change LegislationVermont law requires the state to participate sRegional Greenhouse Gas Initiative (‘“RGGI"). RGza
mandatory, market-based program with a goal ofeigdugreenhouse gas emissions in each state. rolgesym is designed to cut CO
emissions from the power sector by 10 percent y8206r 10 northeastern and Middle Atlantic stat&s.reach this goal, states sell emission
allowances through auctions and invest the proceepiograms, such as energy efficiency, renewabérgy and other clean energy
technologies, for the benefit of consumers.
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The PSB issued an order in July 2008 to implentemauction provisions of the RGGI program. Theesigusing the proceeds and other
funding sources to fund energy efficiency relateti¢ating fuels.

Over the past several years, the U.S. Congresaléasonsidered bills that would regulate domegtienhouse gas emissions. Considerable
opposition to such legislation has mounted in reocgonths, and what appeared to be strong momerdward passage has been slowed
considerably. Such legislation remains a priotityt, its fate remains uncertain.

We will continue to monitor state and federal Iégfise developments to evaluate whether, and tbhenéxo which, any resulting statutes or
rules may affect our business, including the gbdit our out-of-state power suppliers to meet tlobiligations.

We cannot predict the effects of any such legistaét this time. We anticipate that compliancéhwiteenhouse gas emission limitations fo
suppliers may entail replacement of existing eg@iptinstallation of additional pollution contraj@pment, purchase of allowances,
curtailment of certain operations or other actio@apital expenditures or operating costs resuftiogn greenhouse gas emission legislation or
regulations could be material, and could signiftbaimcrease the wholesale cost of power.

Smart Metering Developmentin 2008, the Vermont Legislature enacted a law, twatong other things, encouraged the developmersnoért
metering” technology. In response, the PSB opeamevestigation into smart metering and rate designder the statute, after investigation,
in utility territories where the PSB concludesppeopriate and cost-effective, the PSB shall regaach Vermont utility to file plans for
investment and deployment of appropriate technelgnd plans and strategies for implementing ag¢hpricing with a goal of ensuring that
all ratepayer classes have an opportunity to recand participate effectively in advanced time-sé-pricing plans.

The alternative regulation plan approved by the R&Riired us to file a plan to implement advancedeming infrastructure (“AMI”within out
service territory. We had already begun extenglaaning for that effort. In late 2008, a Memorandof Understanding (“MOU”) was
reached between the Vermont electric utilities tredDepartment of Public Service on the standandsr@quirements associated with AMI
deployments in Vermont. This MOU was approvedh®/PSB and we are now working to reach an MOU erd#fails of our own AMI plan,
called CVPS SmartPower™, before we submit the flahe PSB for approval. We are also working wlith Vermont Telecommunications
Authority, VELCO and other stakeholders to buildeemmunications infrastructure that will support ARHd help advance broadband and
wireless communications services in Vermont.

American Recovery and Reinvestment Act of 2009In February 2009, the American Recovery and Reinvest Act of 2009 (“ARRA"was
enacted into law. ARRA contains various provisioggted to the electric industry intended to stateithe economy, including incentives for
increased capital investment by businesses andtimes to promote renewable energy. These prawssioclude, but are not limited to,
improving energy efficiency and reliability, eldcity delivery (including so-called smart grid tewiogy), energy research and development,
and demand response management. We evaluaterbthsigns of ARRA and, in cooperation with othellities and Vermont state officials,
filed an application on August 6, 2009 for finar@asistance pursuant to the DOE Office of EleityriDelivery and Energy Reliability, Smart
Grid Investment Grant Program.

On October 27, 2009, the DOE announced that Vermetsctric utilities will receive $69 million ineeral stimulus funds to deploy advanced
metering, new customer enhancements, and grid atitmm As a sub-awardee on Vermont’s Smart Grich@us application, we expect to
receive a grant of over $31 million to support 8PS SmartPowe™ project. We are actively working with the other Wemt utilities and

the DOE to complete final negotiations, and antitépthat these negotiations will be complete byil/g®10. We are not required to invest in
the capital obligations of the CVPS SmartPoWéproject unless or until we complete final awardategions with the DOE.

Renewable Energy Legislatiorin May 2009, the Vermont Legislature passed leticsiadesigned to encourage the rapid deploymesiril-
scale renewable energy projects in Vermont. WWé@amont businesses and electric utilities raisetteons about the bill and its potential
impact on customer rates, the bill passed andakiergor allowed it to become a law without his sityme. The bill set above-market rates for
small-scale solar, wind, hydro and methane energgiyztion intended to encourage development ofetiposjects.
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The legislation required the PSB to review thegaiet in the law, and to maintain the rates ati$elvigh enough to encourage the development
of up to 50 MW of new smalicale renewable projects. During the fall of 2G68,PSB conducted preliminary analysis, and ulityaset rate
under the so-called SPEED program at 24 cents\ér fior solar, 21.48 cents per kWh for micro winajpcts (100 kW or less); 11.82 cents
per kwh for small wind projects (101 kW to 2.2 MI}.11 cents per kWh for farmethane projects; 12.5 cents per kWh for biomagjgpis
12.26 cents per kwh for small hydro projects; ar@Bts per kwWh for landfill methane projects.

Though state law has historically mandated least-energy planning, this law largely precludessateration of the rate impacts on custom
and requires the PSB to set the rates at levelstivar all development costs and a prescribedmetn equity for the project owners. A state
agent will be required to purchase the energy fite@se units, and allocate it on a pro-rata basédl tdermont utilities, including us. Our
allocation will be about 40 percent of the total.

On October 19, 2009, the PSB received 238 appdicatior projects and subsequently, on October @2juacted a lottery to reduce the number
of applications to within the 50-MW statutory linfidr total capacity. It is possible that the légisre will raise the capacity limit on these
projects due to the significant number of unsudcésgplications, which would increase the amourdatmove-market energy all Vermont
utilities, including the company, would be requitecburchase. There is also a proposal in thalktgire to pay the higher rates to some farm
producers who use methane to create electricithéwe contracts that currently pay at levels belmswnew rates set by the PSB.

The Vermont Legislature is also considering a wqrié bills dealing with utility interconnectionsses, taxation of renewable projects, solar
power on farms and the state’s solar tax credie dAhnot predict the outcome of any of these nga#tethis time.

RECENT ACCOUNTING PRONOUNCEMENTS

In November 2008, the SEC issued a proposed roafiondipe potential use of International FinancigpRrting Standards (“IFRS”) in the

U.S. IFRS is a set of accounting standards deeeldyy the International Accounting Standards BddAiSB”), with a mission to develop a
single set of global financial reporting standaiatsgeneral purpose financial statements. Themagrlindicates that the SEC will reconvene in
2011 to evaluate progress towards certain idedtifidestones and decide whether a mandatory IFR8ecsion should be required for all U.S.
issuers beginning with large accelerated filer2d@4. On February 24, 2010, the SEC issued ans¢atelaying out its position regarding
global accounting standards. Among other thirfys SEC stated that it has directed its staff t@ateea work plan, which will include
consideration of IFRS as it exists today and dftercompletion of various “convergence” projecterently underway between U.S. and
international accounting standards-setters. Byl283suming completion of the FASB and IASB conearg projects, and the SEC staff’s
work plan, the SEC will decide whether to incorgerttRS into the U.S. financial reporting systeliithe SEC determines in 2011 to move
forward with IFRS, the first time that U.S. compasiwould report under such a system would be rieeetiran 2015.

In December 2008, the IASB added to its agenda@jgiron rate-regulated activities and in July 2a88 IASB issued an exposure draft on
rate-regulated activities for comment and to deteemvhether entities with such activities couldshould recognize an asset or liability as a
result of rate regulation imposed by regulatoryibsdr governments. We currently recognize reguyassets and liabilities under FASB’s
guidance for regulated operations as describedeglvavich is not currently provided for under IFR&e are evaluating the potential impact
that the application of IFRS may have on our finalhstatements, and we are unable to predict theome of this matter at this time.

Also, see Part Il, Item 8, Note 1 - Business Orgation and Summary of Significant Accounting P@gto the accompanying Consolidated
Financial Statements.

Item 7A. Quantitative and Qualitative Disclosures About Maket Risk
The matters discussed in this item may contain dodalooking statements as described in our “Caatipistatement Regarding Forward-
Looking Information” section preceding Part |, ItdmBusiness of this Form 10-K. Also see Parteiml 1A, Risk Factors.
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We consider our most significant market-relatellsi® be associated with wholesale power markgtstyemarkets and interest

rates. Although 2008 was a challenging year irfitrencial markets with record low market returmsl @xtraordinary volatility, the markets
began to stabilize and trend toward more normdbpmiance in the second half of 2009.

Further decreases in the values of the assets ipamsion, postretirement medical and nuclear detssioning trust funds could increase our
future cash outflows related to trust fund conttifws. Fair and adequate rate relief through based rate regulation can limit our exposure to
market volatility. Below is a discussion of thénpary market-related risks associated with our hess.

Wholesale Power Market Price RiskOur most significant power supply contracts arénwlydro-Quebec and VYNPC. Combined, these
contracts amount to approximately 90 percent oftotal energy (mWh) purchases. The contracts @seribed in more detail in Part II, Item
Management's Discussion and Analysis of Financtaddtion and Results of Operations, Power Supplytda and Part I, tem 8, Note 17 -
Commitments and Contingencies. Summarized infdonaegarding power purchases under these confictis/s.

2009 2008 2007
Expires mWh $/mWh mWh $/mWh mWh $/mWh
Hydro-Quebec (a 201¢ 919,76: $ 68.6( 937,920 $ 67.8¢ 998,41: $ 64.9i
VYNPC (b) 2012 1,551,920 $ 41.2¢ 1,417,14. $ 40.72 1,361,75. $ 40.9¢

(a) Under the terms of the HydiQuebec contract, there is a defined energy rateewalates at the general inflation rate baseti®t).S
Gross National Product Implicit Price Deflator (“GNPD") and capacity rates are constant with the potefdarabmall reductions
interest rates decrease below average values pebiryears

(b) Under the terms of the contract with VYNPC the g@geprice generally ranges from 3.9 cents to 4.8xceer kilowatthour throug
2012. Effective November 2005, the contract praxessubject to “low-market adjust’” mechanism

Currently, our power forecast shows energy purchaseproduction amounts in excess of our load reménts through 2011. Because of this
projected power surplus, we enter into forward s@lasactions from time to time to reduce priceatibity of our net power costs. The effect
increases or decreases in average wholesale poavketprices is highly dependent on whether oupoater resources at the time are
sufficient to meet load requirements. If they moé sufficient to meet load requirements, such hempower from Vermont Yankee is not
available as expected, we are in a purchase positiothat case, increased wholesale power mariegs would increase our net power

costs. If our net power resources are sufficiemhéet load requirements, we are in a sale posifiothat case, increased wholesale power
market prices would decrease our net power cddte. Power Cost Adjustment Mechanism within ourraliéive regulation plan allows more
timely recovery of our power costs in 2009, 2014 aa11.

We account for some of our power contracts as dévies under FASB’s guidance for derivatives andgiveg. These derivatives are described
in Part Il, ltem 7, Management's Discussion andlysia of Financial Condition and Results of Opemasi, Critical Accounting Policies and
Estimates. Summarized information related to #ievialue of power contract derivatives is showthia table below (dollars in thousands):

Forward Financial
Hydro-
Energy Transmissior Quebec
Contracts Rights Sellback #3 Total
Total fair value at December 31, 20 $ 12,75: $ 13¢ $ (4,069 $ 8,82(
Gains and losses (realized and unreali
Included in earning 23,22¢ (119 0 23,11
Included in Regulatory and other assets/liab#i (12,489 0 3,92( (8,569
Purchases, sales, issuances and net settle (23,22¢) 111 (23,115
Total fair value at December 31, 20 $ 26 $ 134 $ (149 $ 254
Estimated fair value at December 31, 2009 for ckang projected market pric
10 percent increas $ (2,627 $ 14 $ 985 $ (3,460)
10 percent decrea $ 3,182 $ 121 $ 0 $ 3,30:
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Pursuant to a PSB-approved Accounting Order, chaimgiir value of all power-related derivatives agcorded as deferred charges or
deferred credits on the Consolidated Balance Shegtsnding on whether the change in fair valuaigraealized loss or unrealized gain, with
an offsetting amount recorded as a decrease aaserin the related derivative asset or liability.

Investment Price Risk We are subject to investment price risk associaiéidequity market fluctuations and interest rett@nges. Those ris
are described in more detail below.

Interest Rate Risk: Interest rate changes could impact the valueefifbt securities in our pension and postretiremmexatical benefit trust
funds and the valuations of estimated pension dmek denefit liabilities, affecting pension and extibenefit expenses, contributions to the
external trust funds and ultimately our abilitymeet future pension and postretirement benefigakibns. We have adopted a diversified
investment policy with a goal to mitigate these kedimpacts. See Part Il, Item 7, Management'su3ision and Analysis of Financial
Condition and Results of Operations, Critical Aacting Policies and Estimates, and Part Il, lter@te 15 - Pension and Postretirement
Medical Benefits.

Interest rate changes could also impact the vdltieeadebt securities in our Millstone Unit #3 dewguissioning trust. At December 31, 2009,
the trust held debt securities in the amount o2 $illion.

As of December 31, 2009, we had $10.8 million afustrial Development Revenue bonds outstanding;iwhave an interest rate that floats
monthly. The interest rate on the year-end bomgwiunder our $40 million credit facility floatsilya All other utility debt has a fixed
rate. There are no interest rate locks or swapesgents in place.

The table below provides information about interagts on our long-term debt. The expected vagiedtkes are based on rates in effect at
December 31, 2009 (dollars in millions).

Expected Lon¢-term Debt Maturity Date

201( 2011 2012 2013 201¢ Thereafte Total
Fixed Rate ($. $ 10& $ 10z $ 928 $ 928 $ 98 $ 102.¢  $ 152
Average Fixed Intere
Rate (%) 6.44% 6.54% 6.64% 6.64% 6.64% 7.01%
Variable Rate ($. $ 02 ¢ 03 $ 01 $ 01 $ 0C $ 0C $ 0.8
Average Variable Ral
(%) 0.84% 0.84% 0.7% 0.7%% 0.7%% 0.7%%

Equity Market Risk: As of December 31, 2009, our pension trust heldketable equity securities in the amount of $60.4ioni, our
postretirement medical trust funds held marketahlgity securities in the amount of $9.2 milliony dillstone Unit #3 decommissioning trust
held marketable equity securities of $3.8 milliodaur Rabbi Trust held variable life insurance@e$ with underlying marketable equity
securities of $2.7 million. These equity investitsenere affected by the global decline in the gguoiarket that began in 2008, but experier
positive performance in 2009. Also see Part dimt7, Management’s Discussion and Analysis of Fii@diCondition and Results of
Operations, Liquidity and Capital Resources, anteN® - Pension and Postretirement Medical Benffitadditional information.
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CENTRAL VERMONT PUBLIC SERVICE CORPORATION

Item 8. Financial Statements and Supplementary Data.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Central Vermont Public Service Corporation

We have audited the accompanying consolidated balsimeets of Central Vermont Public Service Cotpmraand subsidiaries (the
"Company") as of December 31, 2009 and 2008, amdelated consolidated statements of income, cdmepdve income, changes in common
stock equity, and cash flows for each of the tiyesrs in the period ended December 31, 2009. @ditsaalso included the consolidated
financial statement schedule listed in the Indettegth 15. These consolidated financial statemantsconsolidated financial statement
schedule are the responsibility of the Companysagament. Our responsibility is to express aniopion the consolidated financial
statements and consolidated financial statememidsté based on our audits. We did not audit thenitial statements of Vermont Transco
LLC (“Transco”) and Vermont Electric Power Compaiyg. (“Velco”), the Company’s investments in whiake accounted for by use of the
equity method. The Company’s equity of $126,74Q,80d $99,121,000 in Transco’s and Velco's nettasseof December 31, 2009 and
2008, respectively, and of $17,124,000, $16,10280D$5,886,000 in Transco’s and Velco’s net incéoneach of the three years in the
period ended December 31, 2009, are included im¢bempanying consolidated financial statementsseé financial statements were audited
by other auditors whose reports (which as to Vétctuded an explanatory paragraph concerning agghanaccounting for non-controlling
interests) have been furnished to us, and our apjmnsofar as it relates to the amounts inclugdedfansco and Velco, is based solely on the
reports of other auditors.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamlaUnited States). Those stand:
require that we plan and perform the audit to sbteasonable assurance about whether the finestatements are free of material
misstatement. An audit includes examining, orsaliasis, evidence supporting the amounts andodisids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by maragels well as evaluating the overall
financial statement presentation. We believe dhiataudits and the reports of other auditors p@@deasonable basis for our opinion.

In our opinion, based on our audits and the repdrtgher auditors, such consolidated financialesteents present fairly, in all material
respects, the financial position of Central VermBuablic Service Corporation and subsidiaries e3aifember 31, 2009 and 2008, and the
results of their operations and their cash flowsefach of the three years in the period ended Deeefi, 2009, in conformity with accounting
principles generally accepted in the United StafeSmerica. Also, in our opinion, such consolidhfmancial statement schedule, when
considered in relation to the basic consolidatedrftial statements taken as a whole, presentg, fairdll material respects, the information set
forth therein.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the Company's
internal control over financial reporting as of Batber 31, 2009, based on the criteria establighbddrnal Control—Integrated Framework
issued by the Committee of Sponsoring Organizatidribe Treadway Commission and our report datedcha2, 2010 expresses an
unqualified opinion on the Company's internal cohtrver financial reporting.

/s/ DELOITTE & TOUCHE LLP

Boston, Massachusetts
March 12, 2010
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CENTRAL VERMONT PUBLIC SERVICE CORPORATION
CONSOLIDATED STATEMENTS OF INCOME
(dollars in thousands, except per share ¢

Operating Revenues

Operating Expenses
Purchased Powe affiliates
Purchased Powe other
Production
Transmissior- affiliates
Transmissior- other
Other operatiol
Maintenance
Depreciatior

Taxes other than incon
Income tax expense

Total Operating Expenses
Utility Operating Income

Other Income

Equity in earnings of affiliate

Allowance for equity funds during constructi
Other income

Other deduction

Income tax expense

Total Other Income

Interest Expense

Interest on lon-term debt

Other interes

Allowance for borrowed funds during construction

Total Interest Expense

Net Income
Dividends declared on preferred stock
Earnings available for common stock

Per Common Share Data:
Basic earnings per she
Diluted earnings per sha

Average shares of common stock outstan+ basic
Average shares of common stock outstant- diluted

Dividends declared per share of common s

For the year ended December 3

200¢ 2008 2007

$ 342,09 $ 342,16, $  329,10°
65,32 59,77¢ 58,36
92,65: 105,67: 102,36:
11,37 12,22: 11,70
8,00z 7,28( 5,14¢
23,79 18,85 16,52
59,16( 55,74 53,45
24,21 27,99: 27,93
16,92 15,66( 15,21
16,72 15,65¢ 15,14(
5,03: 4,87¢ 5,291
323,21 323,73: 311,13:
18,88¢ 18,43( 17,97
17,47. 16,26 6,43(

161 32¢ 47

2,93 3,59¢ 3,81¢
(1,585) (4,80F) (2,48))
(5,640) (5,867) (1,45¢)
13,34 9,52: 6,351
11,13¢ 9,77¢ 7,197

44¢ 1,90¢ 1,34¢

(10€) (119) (19)

11,48: 11,56¢ 8,52:
20,74 16,38¢ 15,80«

36¢ 36¢ 36¢

$ 20,38 $ 16,01, $ 15,43¢
$ 178 $ 15 $ 1.5z
$ 174 $ 15 $ 1.4¢
11,660,17 10,458,22 10,185,93
11,705,51 10,536,13 10,350,19
$ 09: $ 09: $ 0.9:

The accompanying notes are an integral part oktheasolidated financial statemer
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CENTRAL VERMONT PUBLIC SERVICE CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(dollars in thousands)

2009 2008 2007
Net Income $ 20,74¢ $ 16,38¢ 15,80
Other comprehensive income, net of ta:
Defined benefit pension and postretirement medicgllans:
Portion reclassified through amortizations, inclded in benefit costs and recognized
net income:
Actuarial losses, net of income taxes of $2009, $1 in 2008 and $12 in 20 3 2 19
Prior service cost, net of income taxes ofr$2009 and 2008 and 20 14 13 13
Transition benefit obligation, net of incomeda of $0 in 2009, 2008 and 20! 0 1 1
Portion reclassified to retained earnings due tohange in the benefit measuremer
date:
Prior service cost, net of income taxes ofr$2009, $2 in 2008 and $0 in 20 0 4 0
Change in funded status of pension, postretiremémedical and other benefit plans
net of income
taxes of $2 in 2009, $89 in 2008 and $92 in Z( 2 13C 13¢
Comprehensive income adjustment 19 15C 16€
Total comprehensive income $ 20,76¢ $ 16,53¢ 15,97(

The accompanying notes are an integral part oktheasolidated financial statements.
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CENTRAL VERMONT PUBLIC SERVICE CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

(dollars in thousand For the Years Ended December 3
Cash flows provided by: 200¢ 200¢ 2007
OPERATING ACTIVITIES
Net income $ 20,74¢  $ 16,38 $ 15,80¢
Adjustments to reconcile net income to net cashligesl by operating activitie:
Equity in earnings of affiliate (17,472 (16,264 (6,430
Distributions received from affiliate 10,69¢ 10,69¢ 4,89¢
Depreciatior 16,92 15,66( 15,217
Deferred income taxes and investment tax ts 9,63 16,72 2,72¢
Amortization of capital leass 94¢ 90C 873
Regulatory and other amortization, (797) (4,69¢) (5,09%)
Nor-cash employee benefit plan co 6,27¢ 5,641 6,79¢
Other no-cash expense and (income), 5,22¢ 6,05¢ 3,97¢
Changes in assets and liabiliti
Increase in accounts receivable and wthikvenue (6,520 (2,459 (36€)
Increase (decrease) in accounts pay 4,97¢ (2,740 (504)
Increase (decrease) in accounts pay- affiliates 70z (1,867) 1,18
Decrease in other current as 4,40¢ 1,45¢ 614
(Increase) decrease in special depositsesiricted cash for power collate (1,739 (3,580 3,51¢
Employee benefit plan fundil (7,1272) (7,880 (7,87¢)
Decrease in other current liabilit (4,98¢) (5,227) (2,362)
Decrease (increase) in other l-term asset 132 (2,17¢) 40
Increase in other lo-term liabilities and othe 7 76€ 1,08¢
Net cash provided by operating activities 42,04 28,40( 34,09:
INVESTING ACTIVITIES
Construction and plant expenditu (31,419 (36,839 (23,669
Investments in availal-for-sale securitie (3,767 (1,47%) (20,79)
Proceeds from sale of availe-for-sale securitie 3,43¢ 1,201 20,67(
Investment in affiliates (Transc (20,849 (3,090 (53,000
Other investing activitie (350) (299) 17C
Net cash used for investing activitie (52,93)) (40,499 (76,620()
FINANCING ACTIVITIES
Net proceeds from the issuance of common ¢ 1,65¢ 23,54( 2,131
Retirement of preferred stock subject to mémyaredemptior (2,000 (2,000 (2,000
Common and preferred dividends (11,08¢) (9,86¢) (9,739
Proceeds from issuance of first mortgage b 0 60,00( 0
Repayment of revenue and first mortgage b (5,450 (3,000 0
(Repayment of) proceeds from s-term bridge loal 0 (53,000 53,00(
Proceeds from revolving credit facilities asttier shoi-term borrowings 48,50: 12,70( 45,60(
Repayments under revolving credit facility artder sho-term borrowings (25,190 (22,700 (45,600
Payments required for unremarketed bc 0 (3,400 0
Proceeds from remarketed bo 0 3,40( 0
Debt issuance and common stock offering ¢ (210 (1,059 0
Other financing activitie (982) (6071) (86E)
Net cash provided by financing activities 6,23¢ 15,01: 43,53:
Net (decrease) increase in cash and cash equivake (4,657) 2,91¢ 1,004
Cash and cash equivalents at beginning of the pedc 6,72 3,80: 2,79¢
Cash and cash equivalents at end of the peric $ 2,06¢ $ 6,72: $ 3,80¢

The accompanying notes are an integral part oktheasolidated financial statements.
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CENTRAL VERMONT PUBLIC SERVICE CORPORATION
CONSOLIDATED BALANCE SHEETS
(dollars in thousands, except share d

ASSETS
Utility plant
Utility plant, at original cos
Less accumulated depreciation
Utility plant, at original cost, net of accumddt
depreciatiot
Property under capital leases,
Construction wor-in-progress
Nuclear fuel, net

Total utility plant, net

Investments and other asset
Investments in affiliate
Non-utility property, less accumulated depreoiati
($3,661 in 2009 and $3,657 in 20i
Millstone decommissioning trust fu
Other

Total investments and other assets

Current assets
Cash and cash equivale
Restricted cas
Special deposil
Accounts receivable, less allowance for uncalbet
accounts ($3,577 in 2009 and $2,184 in 2
Accounts receivabl- affiliates
Unbilled revenue
Materials and supplies, at average |
Prepayment
Deferred income taxe
Powe-related derivative
Other current assets

Total current assets

Deferred charges and other assets
Regulatory asse
Other deferred charg- regulatory
Other deferred charges and other as
Power-related derivatives

Total deferred charges and other asse!

TOTAL ASSETS

December December 31
31, 2009 2008

$ 593,21. $ 554,50t

254,85¢ 244,21¢

338,35 310,28

5,30z 6,13

10,23¢ 24,63:

2,19( 1,47¢

356,08( 342,52

129,73: 102,23:

1,90( 1,78¢

5,08: 4,20:

6,54: 5,46¢

143,25 113,69(

2,06¢ 6,72

5,36¢ 3,63¢

1,007 1,00¢

24,59] 23,17¢

40 76

20,827 18,54¢

6,21¢ 6,29¢

14,05¢ 17,367
3,351

622 12,75¢

2,25 1,26¢

80,40¢ 90,85¢

46,24( 63,47

1,54« 9,98(

4,62 5,467

0 13¢

52,40’ 79,05/

$ 632,15 $ 626,12¢

The accompanying notes are an integral part oktheasolidated financial statements.
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CENTRAL VERMONT PUBLIC SERVICE CORPORATION
CONSOLIDATED BALANCE SHEETS
(dollars in thousands, except share d

CAPITALIZATION AND LIABILITIES
Capitalization
Common stock, $6 par value, 19,000,000 sharémened, 13,835,968 issued
and 11,706,895 outstanding at December 31, 2069.3,750,717 issued and
11,574,825 outstanding at December 31, -
Other pai-in capital
Accumulated other comprehensive |
Treasury stock, at cost, 2,129,073 shares atrbleee31, 2009 and 2,175,892
shares at December 31, 2(
Retained earnings
Total common stock equity
Preferred and preference stock not subject tadatany redemptio
Preferred stock subject to mandatory redemg
Lonc-term debt
Capital lease obligations

Total capitalization

Current liabilities
Current portion of preferred stock subject to maoaredemptior
Current portion of lor-term debt
Accounts payabl
Accounts payabl- affiliates
Notes payabl
Nuclear decommissioning co:
Powe-related derivative
Other current liabilities
Total current liabilities

Deferred credits and other liabilities
Deferred income taxe
Deferred investment tax cred
Nuclear decommissioning co:
Asset retirement obligatior
Accrued pension and benefit obligatic
Powe-related derivative
Other deferred credi- regulatory
Other deferred credits and other liabilities

Total deferred credits and other liabilities

Commitments and contingencie— See Note 1°

TOTAL CAPITALIZATION AND LIABILITIES

WPD-6
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December December 31
31, 2009 2008

$ 83,01¢ $ 82,50¢

72,17¢ 71,48¢

(209) (228)

(48,43¢) (49,507

124,87 115,21!

231,42: 219,47¢

8,05¢ 8,05¢

0 1,00(

201,61: 167,50(

4.31: 5,17

445,40: 401,20t

1,00( 1,00(

0 5,45(

9,01¢ 3,54¢

12,04( 11,33¢

0 10,80(

1,44: 1,431

21¢ 2

26,45( 33,64¢

50,16¢ 67,21*

59,21t 45,31

2,64: 2,96:

7,058 8,61¢

3,247 3,30z

38,05¢ 51,21:

14¢ 4,06¢

3,88¢ 17,69¢

22,33: 24,53

136,58: 157,70!

$ 632,15 $ 626,12¢

The accompanying notes are an integral part oktheasolidated financial statements.
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Balance, December 31
2006

Cumulative effect o
adoption of FIN 48

Ad'&usted balance at Janue
1, 2007

Net Income )
Other comprehensiv
income

Dividend reinvestment pla
Stock options exercise
Shar+-based compensatio

Common and nonvest
shares

Performance share pla

Dividends declarec

Commor- $0.92 pel
share

Nor-redeemabl
preferred stocl
Amortization of preferres
stock issuance expen
Loss on reacquisition ¢
capital stock
Balance, December 31
2007
Adjust to initially apply
SFAS 158 measurement

provision, net of ta
Net income )
Other comprehensiv
income _
Common stock issuance, |
of issuance cos
Dividend reinvestment pla
Stock options exercise
Shar-based compensatio
Common & nonveste
shares
Performance share pla
Dividends declarec
Common- $0.92 per shar
Cumulative no-redeemabls
preferred stocl
Amortization of preferres
stock issuance expen
Gain (loss) on capital stoc
Balance, December 31
2008
Net income )
Other comprehensiv
income .
Common stock issuant
Ccosts

Dividend reinvestment pla
Stock options exercise

Shar-based compensatio
Common & nonveste
shares

Performance share pla
Dividends declarec
Common- $0.92 per shar
Cumulative no-redeemabl
preferred stocl
Amortization of preferre
stock issuance expen
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CENTRAL VERMONT PUBLIC SERVICE CORPORATION
CONSOLIDATED STATEMENT OF CHANGES IN COMMON STOCK E QUITY
(in thousands, except share d:

Common Stocl

Treasury Stocl

Accumulatec

Other Other
Shares Paic-in Comprehensiv.  Retainec

Issued Amount Shares Amount Capital Loss Earnings Total
12,382,80 $ 74,297 (2,249,97) $ (51,18¢) $ 54,22t $ (544) $ 102,56( $ 179,35:
12C 12C
12,382,80 $ 74,297 (2,249,97) $ (51,18¢ $ 54,22 $ (544) $ 102,680 $ 179,47.
15,80¢ 15,80¢
16€ 16€
9,721 58 19,847 452 47E 98t
75,77" 45¢E 1,097 1,552
6,39(C 38 174 212
33z 333
(9,36¢€) (9,36¢€)
(369) (369)
17 17

3 (3)

12,47468 $ 74,84t (2,230,12) $ (50,7349 $ 56,32t $ (376) $ 108,74° $ 188,80’
4 (46) (42
16,38¢ 16,38¢
14€ 14€
1,190,001 7,14C 13,76( 20,90(
54,23¢ 1,23: 1,232
67,05( 402 882 1,28¢
3,891 23 65 88
15,08¢ 91 41¢ 50¢
(9,500 (9,500
(369) (369)
17 17
23 (3) 20
13,750,71 $ 82,50« (2,175,89) $ (49,50) $ 71,48¢ $ (228) $ 115,21 $ 219,47¢
20,74¢ 20,74¢
19 19
ave) a9
19,46¢ 117 46,81¢ 1,06E 25E 1,431
36,16( 217 284 501
4,53( 27 58 85
25,09:¢ 151 417 56€&
(20,720) (20,720)
(369) (369)
16 16



WPD-6

Gain (loss) on capital stoc (167) Screening Data Part 1 (8% (164
Balance, December 31 Page 3145 mi
2009 13,835,96 83,01¢ (2,129,07) (48,436 72,17¢ (209 124,870 $ 231,42

The accompanying notes are an integral part oktheasolidated financial statements.
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CENTRAL VERMONT PUBLIC SERVICE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - BUSINESS ORGANIZATION AND SUMMARY OF SIGNI FICANT ACCOUNTING POLICIES

General Description of Busines€entral Vermont Public Service Corporation (“wels”, “CVPS” or the “company”) is the largest eléctr
utility in Vermont. We engage principally in thanghase, production, transmission, distribution salé of electricity. We serve approxima
159,000 customers in 163 of the towns and citiegermont. Our Vermont utility operation is our edsusiness. We typically generate mo:
our revenues through retail electricity sales. e sell excess power, if any, to third partieslaw England and to ISO-New England, the
operator of the region’s bulk power system and wbale electricity markets. The resale revenuergéaefrom these sales helps to mitigate
our power supply costs.

Our wholly owned subsidiaries include Custom Inmesit Corporation, C.V. Realty, Inc., Central VermBablic Service Corporation - East
Barnet Hydroelectric, Inc. (“East Barnet”) and Gataunt Resources Corporation (“CRC”). We have ggoitnership interests in Vermont
Yankee Nuclear Power Corporation (“VYNPC"), Vermdiectric Power Company, Inc. (“VELCQO”), Vermontafrsco LLC (“Transco”),
Maine Yankee Atomic Power Company (“Maine Yanke€dnnecticut Yankee Atomic Power Company (“Conreettlyankee”) and Yankee
Atomic Electric Company (“Yankee Atomic”).

Basis of PresentationThese audited financial statements have been e parsuant to the rules and regulations of theiess and
Exchange Commission and in accordance with acangiptiinciples generally accepted in the Unitedetatf America (“U.S. GAAP”). The
accompanying consolidated financial statementsador@l normal, recurring adjustments consideretkrgsary to present fairly the financial
position as of December 31, 2009, and the restibperations and cash flows for the 12-month peviedded December 31, 2009, 2008 and
2007. These consolidated financial statements dhmkead in conjunction with the accompanying si.oM/e consider events or transactions
that occur after the balance sheet date, but béfierénancial statements are issued, to providitiadal evidence relative to certain estimates
or to identify matters that require additional tistire.

Financial Statement Presentatiorirhe focus of the Consolidated Statements of Incizno@ the regulatory treatment of revenues andresgs

of the regulated utility as opposed to other emtsggs where the focus is on income from contingipgrations. Operating revenues and
expenses (including related income taxes) are theses that ordinarily are included in the deteration of revenue requirements or amounts
recoverable from customers in rates. Operatinges@s represent the costs of rendering service to\ered by revenue, before coverage of
interest and other capital costs. Other incomedatllictions include non-utility operating resultsrtain expenses judged not to be recoverable
through rates, related income taxes and costdr{terest expense) that utility operating incommisnded to cover through the allowed rate of
return on equity rather than as a direct cost-ofise revenue requirement.

The focus of the Consolidated Balance Sheets igtitity plant and capital because of the capitabisive nature of the regulated utility
business. The prominent position given to utititgnt, capital stock, retained earnings and lomm+#ebt supports regulated ratemaking
concepts in that utility plant is the rate base eaypitalization (including long-term debt) is thasis for determining the rate of return that is
applied to the rate base.

Basis of Consolidation The accompanying consolidated financial statemiectade the accounts of the company and its wholyed
subsidiaries. Inter-company transactions have béegrinated in consolidation. Jointly owned getieraand transmission facilities are
accounted for on a proportionate consolidated hesigy our ownership interest in each facility. rGbare of the assets, liabilities and oper:
expenses of each facility are included in the gpoading accounts on the accompanying consolidatedcial statements.

Investments in entities over which we do not mamégacontrolling financial interest are accounteddsing the equity method when we have
the ability to exercise significant influence oteeir operations. Under this method, we recordavuanership share of the net income or loss of
each investment in our consolidated financial stetes. We have concluded that consolidation afehievestments is not required under
FASB'’s consolidation guidance for variable interestities. See Part II, Item 8, Note 3 - Investtaén Affiliates.
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Variable Interest Entities The primary beneficiary of a variable interest gntust consolidate the related assets and liegsilaf that
entity. Transco and VYNPC are variable interesities; however, we are not the primary beneficiaiyhese entities based on our assessr
of the expected losses and expected residual setardpe absorbed by other entities under the vatianiff agreements. Our maximum expo:
to loss is the amount of our equity investmentgransco and VYNPC. See Part I, Item 8, Note Bvebktments in Affiliates.

Use of EstimatesThe preparation of financial statements in accordamith U.S. GAAP requires us to make estimatesasmsdmptions that
affect the reported amounts of assets and liaslitilisclosures of contingent assets and liatsijiaed revenues and expenses. Actual results
could differ from those estimates. In our opiniargas where significant judgment is exerciseduthelthe valuation of unbilled revenue,
pension plan assumptions, nuclear plant decommisgjdiabilities, environmental remediation costgulatory assets and liabilities, and
derivative contract valuations.

Regulatory Accounting Our utility operations are regulated by the VertBablic Service Board (“PSB”), the Connecticut Bement of
Public Utility and Control and the Federal EnergsgRlatory Commission (“FERC”), with respect to eatdarged for service, accounting,
financing and other matters pertaining to regulajeerations. As required, we prepare our finargt@lements in accordance with FASB'’s
guidance for regulated operations. The applicadioihhis guidance results in differences in theitignof recognition of certain expenses from
those of other businesses and industries. In doders to report our results under the accourfiimgegulated operations, our rates must be
designed to recover our costs of providing senacel we must be able to collect those rates frostocuers. If rate recovery of the majority of
these costs becomes unlikely or uncertain, whetherto competition or regulatory action, we wowddgsess whether this accounting standard
would continue to apply to our regulated operatiolmsthe event we determine that we no longer rtreetriteria for applying the accounting
for regulated operations, the accounting impactld/be a charge to operations of an amount thatdvbelmaterial unless stranded cost
recovery is allowed through a rate mechanism. @asea current evaluation of the factors and caostexpected to impact future cost
recovery, we believe future recovery of our requiptassets is probable. Criteria that could gise to the discontinuance of accounting for
regulated operations include: 1) increasing contipatthat restricts a company’s ability to establices to recover specific costs, and 2) a
significant change in the manner in which ratessateby regulators from cost-based regulation titeer form of regulation. In the event that
we no longer meet the criteria under the guidanceegulated operations and there is not a raténareésm to recover these costs, the impact
would, among other things, result in a charge ®rafions of $11.8 million pre-tax at December 3102 See Part Il, Item 8, Note 7 - Retall
Rates and Regulatory Accounting for additional infation.

Unregulated BusinesOur non-regulated business, operated by Eversampio€aiion (“Eversant”), a subsidiary of CRC, is StRaergy Water
Heating Services, Inc., a water heater rental lessioperating in portions of Vermont and New HaritpstResults of operations of Eversant
and CRC are included in Other Income and Other Dioiis on the Consolidated Statements of Income.

Income Taxes In accordance with FASB’s guidance for incomedagounting, we recognize deferred tax assets abiiities for the
cumulative effect of all temporary differences beéw financial statement carrying amounts and thédais of existing assets and liabilities
using the tax rate expected to be in effect wherdifferences are expected to reverse. Investtagmredits associated with utility plant are
deferred and amortized ratably to income overitheslof the related properties. We record a vaduadllowance for deferred tax assets if we
determine that it is more likely than not that stech assets will not be realized.

We follow FASB'’s guidance and methodology for estiing and reporting amounts associated with unicetaa positions, including interest
and penalties, and we adopted the related guidamdanuary 1, 2007, as required. Upon adoptiomeeegnized the cumulative effect of
approximately $0.1 million as an increase in thgitneing balance of retained earnings related teaahse in the liability for unrecognized tax
benefits.

A reconciliation of the beginning and ending amoofngross unrecognized tax benefits follows (dallarthousands):

2009 2008 2007
Balance at January $ 1,66z $ 1,87C $ 66¢
Reductions from lapse of the statute of limitati (55€) (74) (39
Reductions due to the passage of time (deprec)e (119) (1349 0
Gross amount of increase as a result of curremttgegpositions 0 0 1,24(
Balance at December 31 $ 987 $ 1,66 $ 1,87(
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There were no unrecognized tax benefits that wafflett the effective tax rate if recognized at Deber 31, 2009 and $0.4 million at
December 31, 2008 and 2007. During 2009, unreeedrtiax benefits were reduced by $0.7 million, Wwhdae to the impact of deferred tax
accounting, had a $0.4 million impact on the effectax rate. During 2008, unrecognized tax bese&fiere reduced by $0.2 million, which ¢
to the impact of deferred tax accounting, had ainahimpact on the effective tax rate.

We recognize interest related to unrecognized éefits as interest expense and penalties as atldeictions. All previously accrued interest
related to unrecognized tax benefits, which tot§éd million, was reversed during the fourth qaagf 2009. The remaining unrecognizec
benefits relate to benefits requested but not veceitherefore interest expense does not accreerudd interest related to unrecognized tax
benefits amounted to less than $0.1 million asetdnber 31, 2008 and 2007.

During 2007, we determined that we would file ameghdeturns related to the 2003 - 2006 tax yearsrammdased unrecognized tax benefits by
an additional $1.2 million. Because of the impafodeferred tax accounting, the disallowance of ttdm would not affect the effective tax
rate. The Internal Revenue Service (“IRS”) conmgalets audit of the 2003, 2004 and 2005 tax yearsd 2008, resulting in nominal refunds
due to us on the agreed portion of the audit. [R&audit of the 2006 tax year was completed du2id@9 with no proposed audit adjustments
on the agreed portion of the audit. Our Casuattysl.refund claims for the 2003 through 2006 taxs/eeere denied and are currently pending
review at IRS Appeals. For federal tax purpose2003 tax year remains open to the IRS to exetioeseright of offset for any amount
awarded to us for the Casualty Loss claim for yle@r. The 2004 through 2006 tax years, althouglited; and the 2007 and 2008 tax years
remain open. For state tax purposes the 2004dhr2Q08 tax years remain open to examination bythies of New York, New Hampshire,
Maine, Connecticut and Vermont.

It is reasonably possible that a decrease of $iilomiih our unrecognized tax benefits will occuithim 12 months of the reporting date because
of an expected settlement of our 2003 through ZD&&ualty Loss claims with the IRS Appeals Offis®hile we anticipate the entire Casualty
Loss claim for all years to be settled during 2ahe,amount of the final IRS claim allowed remaimgertain and it is reasonably possible that
the amount of our unrecognized tax benefits masesse or decrease by approximately $0.2 millioneas information arises prior to final
settlement. Due to the nature of deferred tax @aibog, the recognition of the unrecognized taxdsis will have no impact on the effective

tax rate.

Revenue RecognitiorRevenues from the sale of electricity to retailtooeers are recorded when service is rendered ctrieley is

distributed. These are based on monthly metelingadand estimates are made to accrue unbilleshrevat the end of each accounting

period. We record contractual or firm wholesales#n the month that power is delivered. We &lsgage in hourly sales and purchases in the
wholesale markets administered by the New Engladdpendent System Operator (“ISO-New England”)ughothe normal settlement
process. On a monthly basis, we aggregate theséy/lsales and hourly purchases and report theapasating revenue and operating
expenses.

Purchased Powete record the cost of power obtained under long+eontracts as operating expenses. These contlacist convey to us
the right to use the related property, plant origgent. We engage in short-term purchases witardtfird parties and record them as
operating expenses in the month the power is delizeWe also engage in hourly purchases througaN8w England’s normal settlement
process. These are included in operating expenses.

Valuation of Long-Lived AssetsWe periodically evaluate the carrying value of ldivgd assets, including our investments in nuclear
generating companies, our unregulated investmantspur interests in jointly owned generating fies, when events and circumstances
warrant such a review. The carrying value of sas$ets is considered impaired when the anticipaidiscounted cash flow from such an a
is separately identifiable and is less than itsyéag value. In that event, a loss is recognizased on the amount by which the carrying value
exceeds the fair value of the long-lived asset.imjmairments of long-lived assets were recorde2i®9, 2008 or 2007.
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Utility Plant Utility plant is recorded at original cost. Rematents of retirement units of property are chatgadtility plant. Maintenance
and repairs, including replacements not qualify{asgetirement units of property, are charged tonteaance expense. The costs of renewals
and improvements of property units are capitaliz€de original cost of units retired, net of saleaglue, are charged to accumulated provi
for depreciation. The primary components of ytibtant at December 31 follow (dollars in thousgnds

200¢ 200¢

Wholly owned electric plant in servic
Distribution $ 308,54: $ 301,07(
Hydro facilities 48,63¢ 48,61¢
Transmissiot 57,11¢ 45,04
Genera 34,19¢ 34,78¢
Intangible plan 5,51 6,36¢
Other 4,69/ 4,69:
Sul-total wholly owned electric plant in servi 458,69! 440,58(
Jointly owned generation and transmission L 115,39 111,91
Completed constructic 19,07¢ 1,96¢
Held for future use 43 43
Utility plant, at original cos 593,21: 554,50¢
Accumulated depreciatic (254,85%) (244,219
Property under capital leases, 5,30z 6,13:
Construction wor-in-progress 10,23¢ 24,63
Nuclear fuel, ne 2,19( 1,47¢
Total Utility Plant, net $ 356,08( $ 342,52°

Property Under Capital LeasesWe record our commitments with respect to the Hy@uebec Phase | and Il transmission facilities, atiner
equipment, as capital leases. At December 31,,20@perty under Capital Leases was comprised 4f88@illion of original cost less $19.5
million of accumulated amortization. At Decembér 2008, Property under Capital Leases was conthd&824.6 million of original cost le
$18.5 million of accumulated amortization. SeetHaftem 8, Note 17 - Commitments and Contingesci

Depreciation We use the straight-line remaining life method eficiation. The total composite depreciation vede 2.85 percent of the cost
of depreciable utility plant in 2009, 2.9 percam2D08 and 2.89 percent in 2007.

Allowance for Funds Used During ConstructionAllowance for funds used during construction (“AFOT) is a noneash item that is includt

in the cost of utility plant and represents thet @dsorrowed and equity funds used to finance toegon. Our AFUDC rates were 7.8 perc

in 2009, and 8.6 percent in 2008 and 2007. Thagroof AFUDC attributable to borrowed funds is eeded as a reduction of interest expense
on the Consolidated Statements of Income. Theafasguity funds is recorded as other income ornbesolidated Statements of Income.

Asset Retirement ObligationsChanges to asset retirement obligations on the @idiased Balance Sheets follow (dollars in thousand

200¢ 200¢
Asset retirement obligations at Janual $ 3302 $ 3,20(
Revisions in estimated cash flo (239 (55)
Accretion 192 15¢
Liabilities settled during the period (14) (2)
Asset retirement obligations at December 31 $ 3247 $ 3,302

We have legal retirement obligations for decommisisig related to our joinbwned nuclear plant, Millstone Unit #3, and havesaternal trus
fund dedicated to funding our share of future co3ise yearend aggregate fair value of the trust fund was #$illlon in 2009 and $4.2 millic
in 2008, and is included in Investments and OtheseAs on the Consolidated Balance Sheets.
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We consider our past practices, industry practices)jagement’s intent and the estimated econorés i the assets in determining whether
conditional asset retirement obligations can bsapably estimated. Asset retirement obligatioesracognized for items that can be
reasonably estimated such as asbestos removadsdisgf polychlorinated biphenyls in certain tramsfers and breakers, and mercury in
batteries and certain meters. We have not recadexsset retirement obligation associated witkestels abatement at certain of our sites
because the range of time over which we may diitige obligations is unknown and cannot be reaspeabmated.

Nor-legal Removal CostsOur regulated operations collect removal costsies for certain utility plant assets that do mete associated legal
asset retirement obligations. Non-legal removatzof about $10.7 million in 2009 and $10 millior2008 are included in Other Deferred
Credits and Other Liabilities on the ConsolidatedaBce Sheets.

Environmental Liabilities We are engaged in various operations and activthigssubject us to inspection and supervisiondih federal and
state regulatory authorities including the Unitedt&s Environmental Protection Agency. Our pol&cto accrue a liability for those sites wh
costs for remediation, monitoring and other futactvities are probable and can be reasonably attiun See Part Il, Item 8, Note 17 -
Commitments and Contingencies.

Derivative Financial Instruments We account for certain power contracts as devigatunder the provisions of FASB’s guidance for
derivatives and hedging. This guidance requirasdirivatives be recorded on the balance shéairatalue. Our derivative financial
instruments are related to managing our power sugslources to serve our customers, and are nttafing purposes. We have determined
that these transactions do not qualify under tluerfral” purchase and sale exception. Additionallg,have not elected hedge accounting for
our power-related derivatives.

Based on a PSB-approved Accounting Order, we retb@rdhanges in fair value of all powettated derivative financial instruments as defd
charges or deferred credits on the balance sheéndiing on whether the change in fair value igraealized loss or gain. The corresponding
offsets are recorded as current and long-termassdiabilities depending on the duration of tloattacts. Realized gains and losses on sales
are recorded as increases to or reductions of tipgnevenues, respectively. For purchase corgraetlized gains and losses are recorded as
reductions of or additions to purchased power espgrespectively.

Our power-related derivatives include forward egexgntracts, one long-term purchased power contnattallows the seller to repurchase
specified amounts of power with advance notice (fidyQuebec Sellback #3”) and financial transmissights. All of our power-related
derivatives are commodity contracts. For additiem@rmation about power-related derivatives, Baet 11, Item 8, Note 5 - Fair Value.

Share-Based CompensatioSharebased compensation costs are measured at thedagterttased on the fair value of the award and rézed
as expense on a straight-line basis over the riggjsisrvice period. See Part Il, Item 8, NoteShare-Based Compensation.

Pension and BenefitsOur defined benefit pension plans and postretiremelfare benefit plans are accounted for in adance with FASB'’s
guidance for employee retirement benefits. Wetlhisdair value method to value all asset classelsded in our pension and postretirement
medical benefit trust funds. See Part Il, IterN8te 15 - Pension and Postretirement Medical Ben&fi more information.

Accumulated Other Comprehensive Loss (“AOCL")The employee benefit-related aftarx components of accumulated other comprehe
loss on the Consolidated Balance Sheets at Deceddfetlows (dollars in thousands):

AOCL
After -tax
Balance at December 31, 20C $ (37¢)
Pension and postretirement medical benefit cost: 15C
Balance at December 31, 20C $ (22¢)
Pension and postretirement medical benefit cost: 19
Balance at December 31, 20C $ (209)

Cash and Cash EquivalentsWe consider all liquid investments with an oridingaturity of three months or less when acquiredecash and
cash equivalents. Cash and cash equivalents tgnisigrily of cash in banks and money market funds
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Restricted CashRestricted cash includes funds held by ISO-New &mgjfor performance assurance requirements deddrildeart II, Iltem 8,
Note 17- Commitments and Contingencies.

Special DepositsSpecial deposits include mandatory sinking funghpents of $1 million in 2009 and 2008 for our predel stock subject to
mandatory redemption.

Supplemental Financial Statement Dat&Supplemental financial information for the accomyag financial statements is provided below.

Other Income The components of Other income on the Consoliti§tatements of Income for the years ended DeceBibfllow (dollars in
thousands):

200¢ 200¢ 2007
Interest on temporary investmel $ 61 $ 257 $ 27¢
Non-utility revenue and nc¢-operating rental incom 1,86: 1,901 1,84:
Amortization of contributions in aid of construdati- tax adde 97t 991 951
Other interest and dividen 16 14¢ 372
Gain on sale of nc-utility property 2 7 10t
Miscellaneous other income 19 294 27C
Total $ 293 $ 3,59¢ $ 3,81:

Other Deductions: The components of Other deductions on the Congelid&tatements of Income for the years ended Deee&ibfollow
(dollars in thousands):

2009 2008 2007
Supplemental retirement benefits and insure $ (249) $ 3,041 $ 78t
Non-utility expense: 1,32( 1,29¢ 1,18
Miscellaneous other deductions 513 47C 518
Total $ 1,58t $ 4,80t $ 2,481

PrepaymentsThe components of Prepayments on the ConsolidadéahBe Sheets at December 31 follow (dollars inshods):

2009 2008
Taxes $ 12,44:  $ 14,92
Insurance 1,05t 1,31(C
Miscellaneous 557 1,13¢
Total $ 14,05 $ 17,367

Other Current Liabilities:The components of Other current liabilities on @@nsolidated Balance Sheets at December 31 follmafs in
thousands):

2009 2008
Deferred compensation plans and of $ 2627 $ 2,62
Accrued employe-related cost 5,84: 4,94¢
Other taxes and Energy Efficiency Utili 3,30¢ 5,88:
Cash concentration accot- outstanding check 1,917 3,701
Obligation under capital leas 97t 942
December 2008 storm accrt 0 3,491
Miscellaneous accruals 11,78: 12,06(
Total $ 26,45( $ 33,64¢
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Other Deferred Credits and Other LiabilitieThe components of Other deferred credits andrdiddalities on the Consolidated Balance Sh
at December 31 follow (dollars in thousands):

2009 2008
Environmental reserv $ 89C $ 972
Non-legal removal cost 10,69 9,95¢
Contribution in aid of constructic- tax adde 4,70 5,21(
Reserve for loss on power contr 5,98( 7,17¢
Accrued income taxes and inter 0 68<
Provision for rate refun 4 234
Other 59 304
Total $ 22,33, $ 24,53

Dividends Declared Per Share of Common St The timing of common stock dividend declarationgfuates whereas the dividend paym
are made on a quarterly basis. In 2009, 2008 86d,2ve declared and paid cash dividends of 9%qeart share of common stock.

Supplemental Cash Flow InformationCash paid (received) for interest and incomeatarf December 31 follows (dollars in thousands):

200¢ 200¢ 2007
Interest (net of amounts capitalize $ 11,61« $ 10,71¢ $ 8,07:
Income taxes (net of refund $ (1,249 $ 314: % 6,16-

Construction and plant expenditures on the Conatdil Statements of Cash Flows reflect actual paismeade during the

periods. Construction and plant-related expenelitare accrued at the end of each reporting peAv@ecember 31, 2009, $0.5 million of
construction and plant-related accruals was inaudeAccounts Payable, and $0.6 million was inctideOther Current Liabilities. At
December 31, 2008, less than $0.1 million of camsiton and plant-related accruals was includeddnodints Payable, and $2.1 million was
included in Other Current Liabilities.

During 2009, we added $0.1 million to the Phasmafital lease, which increased the related assHliatnility. Pursuant to agreements with
Vermont regulatory authorities, we applied $0.3lioml of other deferred credits — regulatory to reglthe cost of utility plant, in connection
with a solar energy project and a hydro generdtudity.

We maintain a cash concentration account for paysnmefated to our routine business activities. hbek overdraft amount resulting from
outstanding checks is recorded as a current liglitithe end of each reporting period. Changekearbook overdraft position are reflected in
operating activities on the Consolidated Statemeh@ash Flows.

Other non-cash expense and (income), net incluaession for uncollectible accounts, provision fate refunds, the change in cash surrender
value of whole life and variable life insuranceipigls held in our Rabbi Trust, share-based compiemsanon-utility property depreciation and
allowance for funds used during construction. ®theesting activities include return of capitabiin investments in affiliates, non-utility

capital expenditures, premiums paid on Rabbi Tiifestnsurance policies and death benefits recefvaoh such policies. Other financing
activities include reductions in capital lease gaétions, shares repurchased for mandatory tax wlifiigs and excess tax benefits relating to
share-based compensation.
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Recently Adopted Accounting Policies

Fair Value: In April 2009, FASB issued additional guidance tethto debt and equity securities. This new gutdanodifies the other-than-
temporary impairment (“OTTI”) model for investmeitsdebt securities and enhances the disclosuregetat and equity securities. The
primary change to the OTTI model for debt secwsitgethe change in focus from an entity’s interd ahility to hold a security until

recovery. Instead, an OTTI is triggered if: 1)eanmity has the intent to sell the security; 2}itriore likely than not that it will be requiredgell
the security before recovery; or 3) it does noteetjto recover the entire unamortized cost of #oaisty. The impairment loss is separated
two categories: the credit loss component, whialeé®rded in earnings, and the remainder of thaimpent charge, which is recorded in other
comprehensive income. This new guidance changesetognition of the OTTI in the income statemétié entity does not expect to recover
its entire unamortized cost. Although we adoptedgrovisions of the new guidance as of June 309 2Biere was no material impact on our
financial position, results of operations or cdslvé. This is because our total impairment logségted to our Millstone Decommissioning
trust funds are recorded to a regulatory liabitityour Consolidated Balance Sheets and our prigmg@anpairment amounts related to debt
securities are not material. See Part Il, Itetd@ge 6 - Investment Securities for further discossf our investments in marketable securities.

In April 2009, FASB issued additional guidance &eatmine the fair value when the volume and leYelotivity for the asset or liability have
significantly decreased and identifying transadititat are not orderly. It does not change theatbje of fair value measurements when
market activity declines. Fair value is the ptticat would be received to sell an asset or patcatasfer a liability in an orderly transaction
between market participants at the measurementudater current market conditions. The adoptiothisf guidance as of June 30, 2009 did
materially affect our financial position, resultisoperations or cash flows.

FASB Codification:In June 2009, the FASB issued guidance for geryeaaltepted accounting principles (“Codification”)The Codification
does not change U.S. GAAP, but combines all auhtoré standards issued by organizations thatralevels A through D of the GAAP
hierarchy, such as the FASB, AICPA and EITF, intmenprehensive, topically organized online databa¥e did not have any accounting
impacts since this is an accumulation of existingignce. We adopted the Codification for the peegading September 30, 2009.

Recent Accounting Pronouncements Not Yet Adopted

Variable Interest Entities: In June 2009, the FASB issued additional consabdajuidance related to variable interest entitied includes the
addition of entities previously considered quatfyispecial-purpose entities. We have evaluatedddéional guidance, and do not expect that
it will have a material impact on our financial i@, results of operations and cash flows. Thelgnce became effective for us on January 1,
2010.

NOTE 2 - EARNINGS PER SHARE (“EPS”)

The Consolidated Statements of Income include tasicdiluted per share information. Basic EPSisudated by dividing net income, after
preferred dividends, by the weighted-average comsiames outstanding for the period. Diluted ER®V® a similar calculation except that
the weighted-average common shares are increasia mpmber of potentially dilutive common shar&ée table below provides a
reconciliation of the numerator and denominatodusecalculating basic and diluted EPS for the gearded December 31 (dollars in
thousands, except share information):

2009 2008 2007

Numerator for basic and diluted EF

Income from continuing operatiol $ 20,74¢ % 16,38 $ 15,80¢

Dividends declared on preferred stc 36€ 36¢ 36¢

Net income from continuing operations availabledommon stocl $ 20,38: $ 16,017 $ 15,43¢

Denominators for basic and diluted E}

Weightec-average basic shares of common stock outstat 11,660,17 10,458,22 10,185,93
Dilutive effect of stock option 20,64¢ 55,52¢ 132,30:
Dilutive effect of performance shat 24,70: 22,38¢ 31,95¢

Weightec-average diluted shares of common stock outstar 11,705,51 10,536,13 10,350,19
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Outstanding stock options totaling 153,017 for 2@@%e excluded from the computation because theciseeprices were above the current
average market price of the common shares. A#itantling stock options were included in the contriaof diluted shares for 2008 and 2(
because the exercise prices were below the cuamemge market price of common shares. Outstampdirfgrmance shares totaling 26,973
12,180 were excluded from the diluted EPS caloutadis either the performance share measures wemneetor there was an antidilutive
impact as of December 31, 2009 and 2008, respéctividl performance shares were included in tHetdd EPS calculation in 2007.

NOTE 3 - INVESTMENTS IN AFFILIATES
Our equity method investments and equity in easingm those investments follow (dollars in thousgn

Investment Equity in Earnings
At December 31 As of December 3
Direct
Ownershig 2009 2008 2009 2008 2007
Vermont Electric Power Company, In
Common stocl 47.05% $ 11,72¢  $ 11,257
Preferred stoc 48.02% $ 26 $ 267
Subtota 11,99« 11,52¢ $ 1,77¢  $ 1,29 $ 1,40¢
Vermont Transco LLC (e 33.35% 114,74 87,591 15,34¢ 14,80¢ 4,48z
Vermont Yankee Nuclear Pow
Corporation 58.85% 2,83( 2,76: 32¢ 144 431
Connecticut Yankee Atomic Pow
Company 2.0(% 65 25¢ 13 9 94
Maine Yankee Atomic Power Compa 2.0(% 36 34 2 6 8
Yankee Atomic Electric Compar 3.5(% 6C 55 5 3 11
Total Investments in Affiliates $ 129,73. $ 102,23. $ 17,47: $ 16,26¢ $ 6,43(

(a) Ownership percentage was 33.02 percent atrbieer 31, 2008.

Undistributed earnings of these affiliates, inclddie Retained Earnings on our Consolidated Bal&t®ets, amounted to $15.2 million at
December 31, 2009 and $8.5 million at DecembelB@8. Of these amounts, $14.5 million at Decen3ie2009 and $8.2 million at
December 31, 2008 were from our investment in Taans

VELCO and Transco VELCO, through its wholly owned subsidiary, Vermdiectric Transmission Company, Inc., and Transgo and
operate an integrated transmission system in Vermagr which bulk power is delivered to all electutilities in the state. Transco, a Verm
limited liability company, was formed by VELCO aitd owners. In June 2006, VELCO transferred igetsto Transco in exchange for 2.4
million Class A Units, and Transco assumed all 81.\XZO’s debt. VELCO and its employees now manageofterations of Transco under a
Management Services Agreement between VELCO anastoa Transco operates under an Operating Agrédeameong us, VELCO, Transc
Green Mountain Power and most of the other Verretattric utilities. Transco also operates underAmended and Restated Three Party
Agreements, assigned to Transco from VELCO, aman@uveen Mountain Power, VELCO and Transco.

We invested $20.8 million in Transco in 2009 andl$&illion in 2008. Our direct ownership interests 33.35 percent at December 31, 2009
and 33.02 percent at December 31, 2008. Our oWwipeirsterest in Transco is represented by Class#islihat receive a return on equity
investments of 11.5 percent under the 1991 TrarsomnisAgreement (“VTA”"). At December 31, 2009, datal direct and indirect interest in
Transco was 38.68 percent. It was 39.67 percddeeémber 31, 2008. Transco is a variable intenatity but we are not the primary
beneficiary.

Cash dividends received from VELCO were $1.3 millio 2009, 2008 and 2007. Accounts payable to VBIM&re $5.6 million at December
31, 2009 and December 31, 2008.
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