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UNITED STATES SECURITIES AND
EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

XI 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

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

for the transition period from to
Commission file number 00-14768 I.R.S. Employer Identification Number 04-346630!

NSTAR

(Exact name of registrant as specified in its cher}

Massachusetts 800 Boylston Street, Boston, Massachuse!
(State or other jurisdiction of incorporation or @anization) (Address of principal executive offices)
617-424-2000 02199
(Registran’s telephone number, including area coc (Zip code)
Securities registered pursuant to Section 12(b) dlfie Act:
Title of each class Name of each exchange on which registered
Common Shares, par value $1 per sl New York Stock Exchang

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405c08#turities Act.
Yes O No

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 orti®ecl5(d) of the Actl]  Yes No

Indicate by check mark whether the registrant @b filed all reports required to be filed by Sewti® or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to such filing requirements for the pastiags.
Yes O 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 untsto Rule 405 of Regulation Sduring the preceding 12 months (or for such srguerioc
that the registrant was required to submit and posh files).

O Yes O No

Indicate by check mark if disclosure of delinquiletrs pursuant to Item 405 of Regulation S-K i¢ ocontained herein, and will not be
contained, to the best of registrant’s knowledgealdfinitive proxy or information statements incorgted by reference in Part IIl of this Form
10-K or any amendment to this Form 10-Kx]

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company, as defined in Rule 12b-2 of the Exchancfe A

Large accelerated fileilx] Accelerated filer™ Nor-accelerated filerO Smaller reporting compan]

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Act)
O Yes No

The aggregate market value of the 106,808,376 sludneoting stock of the registrant held by noritiafes of the registrant, computed as
the average of the high and low market prices efcbmmon shares as reported on the New York Steckdhge consolidated transaction
reporting system for NSTAR Common Shares as ofabtebusiness day of the registrant’s most recetiyipleted second fiscal quarter:
$3,396,506,000.

Indicate the number of shares outstanding of e&tearegistrant’s classes of common stock, ab@fdtest practicable date:

Class Outstanding at February 5, 201(
Common Shares, par value $1 per sl 106,808,376 share

Documents Incorporated by Reference

Portions of NSTAR'’s Definitive Proxy Statement telg to the Annual Meeting of Shareholders to blel loea May 6, 2010 are to be filed with
the SEC under Regulation 14A within 120 days dfterend of NSTAR'’s fiscal year and, upon such jjito be incorporated by reference into
Parts | and 11l of this Form 10-K.
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Glossary of Terms

The following is a glossary of abbreviated nameaaronyms frequently used throughout this report.

NSTAR Companie:
NSTAR

NSTAR Electric
NSTAR Gas

NSTAR Electric & Gas
MATEP

AES

NSTAR Com
Hopkinton

HEEC

Unregulated operatior
Discontinued operatior

Regulatory and Other Authorities
DOE
DPU
FERC
IRS
ISO-NE
Moody's
NRC
NYMEX
PCAOB
SEC
S&P

Other
AFUDC
AOCI
ARO
ARRA
ASC
BBtu
Bcf
CAP
CGAC
CPSL
CY
DSM
EEI Index
EERF
EPS
FCA
FCM
GAAP
GCA
GWSA

NSTAR (Holding company), Company or NSTAR and itbsidiaries (as the context requir

NSTAR Electric Compan

NSTAR Gas Compan

NSTAR Electric & Gas Corporatic

Medical Area Total Energy Plant, Ir

Advanced Energy Systems, Inc. (Parent company of ER)
NSTAR Communications, In

Hopkinton LNG Corp

Harbor Electric Energy Compal

Represents n«-regulated operations of NSTAR Com and Hopkir
Represents operations of MATI

U.S. Department of Ener

Massachusetts Department of Public Utilit

Federal Energy Regulatory Commiss

U.S. Internal Revenue Servi

ISO (Independent System Operai- New England Inc
Moody's Investors Servic

U.S. Nuclear Regulatory Commissi

New York Mercantile Exchanc

Public Company Accounting Oversight Board (Unitedt&s)
U.S. Securities and Exchange Commis:

Standard & Pocs

Allowance for Funds Used During Construct

Accumulated Other Comprehensive Inca

Asset Retirement Obligatic

American Recovery and Reinvestment Act of 2

Financial Accounting Standards Board (U.S) Accauntstandards Codificatic
Billions of British thermal unit:

Billion cubic feet

IRS Compliance Assurance Proc

Cost of Gas Adjustment Clau

Capital Projects Scheduling Li

Connecticut Yankee Atomic Power Comp:

Deman:-Side Managemer

Edison Electric Institute Stock Index of U.S. Shenleler- Owned Electric Utilities
Energy Efficiency Reconciling Fact

Earnings Per Common She

Forward Capacity Auctio

Forward Capacity Marke

Accounting principles generally accepted in thetkkhiStates of Americ
Massachusetts Green Communities Act of 2

Massachusetts Global Warming Solutions

2
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ISFSI
kw
kwWh
LDAC
LNG
MD&A
MGP
MMbtu
MW
MWh
MY
NEH
NHH
OATT
PAM
PBOP
PPA
RMR
ROE
RTO
SIP
SQl
SSCM
WRERA
YA

N/A
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Independent Spent Fuel Storage Installa

Kilowatt (equal to one thousand wat

Kilowatthour (the basic unit of electric energy atjto one kilowatt of power supplied for one hc
Local Distribution Adjustment Claus

Liquefied Natural Ga

Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior
Manufactured Gas Pla

Millions of British thermal unit:

Megawatts

Megawatthour (equal to one million watthou

Maine Yankee Atomic Power Compa

New England Hydr-Transmission Electric Company, Ir
New England Hydr-Transmission Corporatic

Open Access Transmission Tal

Pension and PBOP Rate Adjustment Mechat
Postretirement Benefit Obligation other than Pams
Pension Protection Act of 20(

Reliability Must Run

Return on Equity

Regional Transmission Organizati

Simplified Incentive Plal

Service Quality Indicator

Simplified Service Cost Methc

Worker, Retiree and Employer Recovery Act of 2
Yankee Atomic Electric Compar

Not applicable
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Cautionary Statement Regarding Forward-Looking Information

This Annual Report on Form 10-K contains statem#rdasare considered forward-looking statementhiwithe meaning of the Securities Act
of 1933 and the Securities Exchange Act of 1934s&Horward-looking statements may also be corddmether filings with the SEC, in
press releases, and oral statements. You canfidérgse statements by the fact that they do fatestrictly to historical or current facts. Tt
use words such as “anticipate,” “estimate,” “exgegroject,” “intend,” “plan,” “believe,” and othewords and terms of similar meaning in
connection with any discussion of future operatindinancial performance. These statements aredo@s¢he current expectations, estimate
projections of management and are not guarantefesusé performance. Some or all of these forwlaking statements may not turn out tc
what NSTAR expected. Actual results could differtemially from these statements. Therefore, no @@ can be given that the outcomes
stated in such forward-looking statements and esémwill be achieved.

Examples of some important factors that could causectual results or outcomes to differ mateyiihm those discussed in the forward-
looking statements include, but are not limitedthe, following:

. adverse financial market conditions including chesn interest rates and the availability and cbsapital
. adverse economic conditio

. changes to prevailing local, state, and federabguwental policies and regulatory actions (inclgdimose of the DPU and the
FERC) with respect to allowed rates of return, sdtacture, continued recovery of regulatory asartsenergy costs, financings,
municipalization, acquisition and disposition o$ets, operation and construction of facilities,rges in tax laws and policies, and
changes in, and compliance with, environmentalsaidty laws and policie

. new governmental regulations or changes to exiségglations that impose additional operating regmaents or liabilitie:

. changes in available information and circumstamegarding legal issues and the resulting impaawrestimated litigation cos

. weather conditions that directly influence the dathfor electricity and natural g

. impact of continued cost control processes on diperaesults

. ability to maintain current credit ratin

. impact of uninsured lossi

. impact of adverse union contract negotiati

. damage from major storn

. impact of conservation measures and-generation by our custome

. changes in financial accounting and reporting staas

. changes in hazardous waste site conditions ancleheup technolog

. prices and availability of operating suppl

. impact of terrorist acts and cylattacks, ant

. impact of service quality performance measi
Any forward-looking statement speaks only as ofdhte of this filing and NSTAR undertakes no oliig)a to publicly update forward-looking
statements, whether as a result of new informafignre events, or otherwise. You are advised, vawedo consult all further disclosures
NSTAR makes in its filings to the SEC. Other fastor addition to those listed here could also askigraffect NSTAR. This Annual Repc
also describes material contingencies and criticabunting policies and estimates in the accompanyem 1A,“Risk Factors,” Item 7, “

Managemer's Discussion and Analysis of Financial ConditiamdaResults of Operationsind in the accompanyingotes to Consolidated
Financial Statemeniand NSTAR encourages a review of these items.

4
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Part |

Item 1. Business
(a) General Development of Business

NSTAR (or the Company) is a holding company engdpssligh its subsidiaries in the energy delivergibess serving approximate

1.4 million customers in Massachusetts, includipgraximately 1.1 million electric distribution casbers in 81 communities and
approximately 300,000 natural gas distribution cosdrs in 51 communities. Utility operations accednfor approximately 99% of
consolidated operating revenues from continuingatpes in 2009, 2008, and 2007. The remainingregds generated from its unregulated
operations.

NSTAR's utility operations derive their operating reveswprimarily from electric and natural gas saléstribution, and transmission services
to customers. NSTAR’s earnings are impacted bytdlations in unit sales of electric kWh and natgad MMbtu, which directly determine the
level of distribution revenues recognized. In ademce with the regulatory rate structure in whicBTAR operates, its recovery of energy and
certain energy-related costs are fully reconcildith whe level of energy revenues currently recorded, therefore, do not have an impact on
earnings. As a result of this rate structure, aayability in the cost of energy supply purchaselll lmave an impact on the purchased power
transmission and cost of gas sold expenses, butetibffect the Company’s net income as the Companognizes a corresponding change in
revenues.

On December 21, 2009, NSTAR reached an agreemsstitMedical Area Total Energy Plant, Inc. (MATER)STAR'’s unregulated district
energy operation in Boston’s Longwood Medical AMIATEP provides chilled water, steam, and eledtyith several hospitals, medical
research and biotechnology centers, and teachstiguitions, and is accounted for as a discontimatation held for sale in the accompanying
consolidated financial statements.

(b) Financial Information about Industry Segments

NSTAR's principal operating segments or line of regudatiéility businesses are electric and natural gstsiblution operations that provide
energy transmission and delivery services in 10&xand towns in Massachusetts and its unregutadechtions. Refer to Note MSegment
and Related Informationdf the accompanying Notes to Consolidated Finargfalements in Item 8 Financial Statements and Supplemen
Data” for specific financial information related to NSTARelectric utility, natural gas utility, and unngdgted operations segments.

(c) Narrative Description of Business
Principal Products and Services

NSTAR Electric

NSTAR Electric supplies distribution and transnosselectricity service at retail to an area of 2,8qQuare miles. The territory served is loc
in Massachusetts and includes the City of Bostah&Mnhsurrounding cities and towns, including Canhipei New Bedford, Plymouth, and the
geographic area comprising Cape Cod and Marthaisy4rd. The population of this area is approxinya2ed million.

NSTAR Electri’s operating revenues and sales percentages hyneesstlass for the years 2009, 2008, and 2007 stelsof the following:

Revenues ($) Retail Electric Sales (mWh)
200¢ 200¢ 2007 2009 2008 2007
Retail:
Commercial and industrii 57% 57% 56% 68% 68% 69%
Residentia 42% 42% 43% 31% 3C0% 30%
Other 1% 1% 1% 1% 1% 1%
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Regulated Electric Distribution Rates
Retail electric delivery rates are establishedhgy@PU and are comprised of:

. a distribution charge , which includes a fixed customer charge and a denaad/or energy charge (to collect the costs ddlimg
and expanding the infrastructure to deliver powsetd destination, as well as ongoing operatingscaad certain DPU-approved
safety and reliability programs costs), a PensimhRBOP Rate Adjustment Mechanism (PAM) to recaveremental pension and
pension benefit costs, a reconciling rate adjustmmeathanism to recover costs associated with widestial assistance adjustment
clause, and an Energy Efficiency Reconciling Fa(l&RF) to recover energy efficiency expenditureaddition to those charges
recovered in the energy conservation cha

. a basic service chargrepresents the collection of energy costs, inclydiosts related to char-offs of uncollected energy cos
through DPU-approved rate mechanisms. Electricidigion companies in Massachusetts are requirettain and resell power to
retail customers through Basic Service for those elibose not to buy energy from a competitive gnstgpplier. Basic Service
rates are reset every six months (every three redotHarge commercial and industrial customergl Price of Basic Service is
intended to reflect the average competitive mapkiee for electric powel

. a transition chargerepresents the collection of costs primarily frorayiously held investments in generating plants ersts
related to existing abo-market power contracts, and contract costs relatémh¢-term power contracts b-outs;

. a transmission chargerepresents the collection of costs of moving tleeteicity over high voltage lines from generatirignis to
substations located within NSTAR'’s service areduiding costs allocated to NSTAR Electric by ISO-MEmaintain the wholesale
electric market

. an energy conservation chargrepresents a legislatively-mandated charge toaatlests for demand-side management programs
and energy efficiency programs; a

. a renewable energy chargrepresents a legislatively-mandated charge tocdle costs to support the development and
promotion of renewable energy projec

Rate Settlement Agreement

NSTAR Electric is currently operating under a DRip@ved Rate Settlement Agreement (Rate SettleAgn#ement) that expire

December 31, 2012. From 2007 through 2012, the Rettitement Agreement establishes for NSTAR Elecanong other things, annual
inflation-adjusted distribution rate adjustmentatthre generally offset by an equal and corresponaiduction in transition rates. Refer to the
“Rate Settlement Agreemengéction of the accompanying Item“Kanagement’s Discussion and Analysis of Finan@alndition and Results
of Operations,”for more details.

Massachusetts Regulatory Environment

The Secretary of Energy and Environmental Affairergees the Commonwealth Utilities Commission, istimg of three commissioners. The
Commonwealth Utilities Commission leads the DPUagancy that has jurisdiction over electric, ndtges, water, and transportation matters.
Massachusetts has joined the Regional Greenhousé@ative, a multi-state group that supports liempentation of programs to reduce the
production of greenhouse gases by electric povaartgl

In July 2008, the Massachusetts Legislature enahes@reen Communities AGGCA)-energy policy legislation designed: (1) tdostantially
increase energy efficiency, (2) foster the develepnof renewable energy resources and (3) prowda feduction of greenhouse gas
emissions in Massachusetts. Refer to“Massachusetts Regulatory Environmesgction of the accompanying Item“Kjanagement’s
Discussion and Analysis of Financial Condition d@esults of Operatior” for more details.

6
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Rate Decoupling

On July 16, 2008, the DPU issued an order to akddahusetts’ electric and gas distribution utdibynpanies that requires them to develop
plans to decouple their rates/revenues from salksnes. This action is intended to encourage yitilitmpanies to help their customers reduce
energy consumption. Decoupling of rates will allotility companies to carry out the mandates of @A and at the same time collect the
adequate level of revenues to maintain the qualig reliability of electric and gas services. Tdrider allows companies to file for recovery of
lost base revenues caused by incremental eneligieaffy spending until their decoupling rate plans approved. Once decoupled rate plans
are approved, revenues will be set at a level desligo recover the utility companies’ incurred sgdtus a return on their investment. This
revenue level will be reconciled with actual revesiweceived from decoupled rates on an annual &adiany over or under collection will be
refunded to or recovered from customers in the embant year. NSTAR Electric and NSTAR Gas haveyabapplied for decoupled rate
structures. NSTAR Electric currently does not expedile for fully decoupled electric rates urditter the Rate Settlement Agreement expires
in 2012. However, NSTAR Gas may file prior to thate.

Sources and Availability of Electric Power Supply

For Basic Service power supply, NSTAR Electric mggeriodic market solicitations consistent with DRdulations. NSTAR Electric enters
into short-term power purchase agreements to rteBaisic Service supply obligation, ranging in téram three to twelve months. NSTAR
Electric fully recovers its payments to supplidgnmotigh DPU-approved rates billed to customers.

The New England Forward Capacity Market (FCM) inles a locational price mechanism to establish sgpaones for capacity when
transmission constraints are found to exist. FCleMa load-serving entities such as NSTAR Elecwiself-supply through contracted
resources to meet its capacity obligations withgauticipating in the Forward Capacity Auctions (F&JAFCASs are auctions designed to pro
capacity three or more years into the future witina-year to five-year commitment period. FCM Wi#lgin on June 1, 2010. To date, three
FCM auctions have taken place covering the 2010:2PQ11-2012, and 2012-2013 time periods. NSTARtEEexpects these costs to be
fully recoverable.

Market and Transmission Regulation

NSTAR Electric and most other New England eleattitities, generation owners, and marketers aréigsato a series of agreements

provide for coordinated planning and operationhefitegion’s generation and transmission faciliéied the rules by which they participate in
the wholesale markets and acquire transmissioncesrvUnder these arrangements, ISO-New Englandngprofit corporation whose board of
directors and staff are independent from all mapleeticipants, serves as the regional TransmisSjmerator (RTO) of the New England
Transmission System. ISO-New England works to entwe reliability of the system, administers th@ependent system operator tariff subject
to FERC approval, oversees the efficient and coitiyvgefunctioning of the regional wholesale poweanket and determines which costs of
NSTAR’'s major transmission facilities are regionalizetbtighout New England. NSTAR Electric is a New Emgl Transmission Owner
subject to FERC regulation and is a member of ISS¢Kngland. Refer to tHEERC Transmission ROESection of the accompanying

Item 7,“Management’s Discussion and Analysis of Finan€aindition and Results of Operatiorigpr more details.

Transmission Rates

Transmission revenues are based on formula rea¢sute approved by the FERC. Tariffs are set by &BRd primarily include the Regional
Network Service (RNS) and Local Network Service 8)Nate schedules. The RNS rate, administered ©-NE and billed to all New Engla
transmission owners, is reset on June 1 of eaahayehrecovers the revenue requirements associdtiedransmission facilities that benefit 1
New Englanc
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region. The LNS rate, which NSTAR Electric admiarst is reset annually and recovers the revenugresgents for local transmission
facilities. The LNS rate calculation recovers tdatahsmission revenue requirements net of reveragesved from other sources, thereby
ensuring that NSTAR Electric recovers all regiomadl local revenue requirements as prescribed itatifés.

Transmission Capital Improvements

NSTAR Electric continues to evaluate needs fordnaission improvements throughout the NSTAR seraiea. IS-New England

transmission project upgrades maintain transmissystem reliability, improve the economic performanf the system, and are fully
coordinated with other power regions. Over the figgtto ten years, ISO-New England transmissiarjguts are expected to enhance the
region’s ability to support a robust, competitivholesale power market by reliably moving power freanious internal and external sources to
the region’s load centers.

Additional transmission plans have been developddrther reduce the dependence on certain gengratiits needed for reliability and the
exposure to special load-shedding contingency ploes. At various times, generating units in Newglgnd have been in “must-run”
situations to maintain area reliability. Transmigsimprovements placed in-service have reduced @sstociated with Reliability Must Run
Agreements and second-contingency and voltage-alquayments.

The lower Southeastern Massachusetts (SEMA) Peogetexamples in which transmission improvemeswg ltontributed to the reduction of
energy supply costs; further improvements in lo®EMA will significantly reduce the need to commérgeration for second-contingency
protection. NSTAR Electris future lower SEMA Project consists of an expamsind upgrade of existing lines, equipment andtatibas, an:
construction of a new 22 mile, 345kV transmissior that will cross the Cape Cod Canal. The pragekpected to be in-service in late 2012.

NSTAR Gas

NSTAR Gas distributes natural gas to approxima®@,000 customers in 51 communities in centraleaglern Massachusetts covering 1,
square miles and having an aggregate populatiarn2afillion. Twenty-five of these communities atecaserved with electricity by NSTAR
Electric. Some of the larger communities servetNBf AR Gas include the Hyde Park area of Boston, iI@aige, Dedham, Framingham, Ni
Bedford, Plymouth, Somerville, and Worcester.

NSTAR Ga’ operating revenues and sales percentages bynoastdass for the years 2009, 2008, and 2007, steusof the following:

Revenues ($) Retail Gas Sales (therms)
200¢ 200¢ 2007 20098 2008 2007
Gas Sales and Transportatis
Residentia 62% 59% 60% 43% 43% 44%
Commercial and Industrii 28% 27% 28% 44% 4€6% 43%
Other 5% 4% 4% 6% 6% 6%
Off-System and Contract sal 5% 10% 8% 7% 5% 7%

Gas Rates

NSTAR Gas generates revenues primarily througlsditee and/or transportation of natural gas. Gas sadd transportation services are divi
into two categories: firm, whereby NSTAR Gas mugiy gas and/or transportation services to custeme demand; and interruptible,
whereby NSTAR Gas may, generally during colder mentemporarily discontinue service to high voluroenmercial and industrial
customers. Sales and transportation of gas tarimtible customers have no impact on NSTAR Gastatirey income because a substantial
portion of the margin for such service is returteds firm customers as rate reductions.

8
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Retail gas delivery and supply rates are estaldislye¢he DPU and are comprised of:

. a distribution charge consists of a fixed customer charge and a dematidaenergy charge that collects the costs of mglénd
expanding the gas infrastructure to deliver gaplyuo its customersdestination. This also includes collection of omgpoperatin
costs;

. a seasonal cost of gas adjustment clause (CGArepresents the collection of gas supply costs ipg@nd storage capacity, costs
related to chargeifs of uncollected energy costs and working capékated costs. The CGAC is reset every six marithaddition
NSTAR Gas is required to file interim changes $0GGAC factor when the actual costs of gas supaty from projections by mo
than 5%; ant

. a local distribution adjustment clause (LDAC)primarily represents the collection of demand-siggagement costs,
environmental costs, PAM related costs, and castisc@ated with the residential assistance adjudtolense. The LDAC is reset
annually and provides for the recovery of certaists applicable to both sales and transportatistoouwers

NSTAR Gas purchases financial contracts based oMIBX natural gas futures in order to reduce casW flariability associated with tr
purchase price for approximately one-third of i$umal gas purchases. This practice attempts tonizia the impact of fluctuations in prices to
NSTAR's firm gas customers. These financial contractsatoprocure gas supply. All costs incurred or lfigheecalized when these contracts
are settled are included in the CGAC.

Gas Supply, Transportation and Storage

NSTAR Gas maintains a flexible resource portfolimsisting of natural gas supply contracts, trartspion contracts on interstate pipelin
market area storage and peaking services.

NSTAR Gas purchases transportation, storage, daddiag services from Tennessee Gas Pipeline Coymguach Algonquin Gas Transmissi
Company, as well as other upstream pipelines tfiag lgas from major producing regions in the U@uJf of Mexico, and Canada to the final
delivery points in the NSTAR Gas service area. NBT@as purchases all of its natural gas supply ttand-party vendors. Most of the
flowing supplies are purchased under a firm poidgfolanagement contract with a term of one yearctvhas a maximum quantity of 139,606
MMBtu/day. NSTAR Gas has one multiple year contrattich is used for the purchase of its 4,500 MMy of Canadian supplies.

In addition to the firm transportation and natugas supplies mentioned above, NSTAR Gas utilizesracts for underground storage and L
facilities to meet its winter peaking demands. Th& facilities, described below, are located withNBTAR Gas’ distribution system and are
used to liquefy and store pipeline gas during taemer months for vaporization and use during treihg season. During the summer injec
season, excess pipeline capacity and suppliessacketa deliver and store natural gas in market anel@rground storage facilities located in
New York and Pennsylvania region. Stored naturaligavithdrawn during the winter season to supplarflewing pipeline supplies in order
meet firm heating demand. NSTAR Gas has firm undengd storage contracts and total storage capawttitements of approximately 9.3 B

A portion of the storage of natural gas supplyN@&TAR Gas during the winter heating season is plexviby Hopkinton, a wholly-owned
subsidiary of NSTAR. The facilities consist of aNG liquefaction and vaporization plant and threeveground cryogenic storage tanks
having an aggregate capacity of 3.5 Bcf of liquéfiatural gas.

Based on information currently available regardingjected growth in demand and estimates of avititabf future supplies of pipeline
natural gas, NSTAR Gas believes that its presamntss of natural gas supply are adequate to méesingxload and allow for future growth in
sales.
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Franchises

Through their charters, which are unlimited in tifk&STAR Electric and NSTAR Gas have the right tgae in the business of delivering and
selling electricity and natural gas within theispective service territories, and have powers extia thereto and are entitled to all the rights
and privileges of and subject to the duties impagazh electric and natural gas companies under &thassetts laws. The locations in public
ways for electric transmission and distributioreBrand gas distribution pipelines are obtained frumicipal and other state authorities whc
granting these locations, act as agents for the.dtasome cases the actions of these authoaiteesubject to appeal to the DPU. The rights to
these locations are not limited in time and argexilio the action of these authorities and théslature. Under Massachusetts law, no other
entity may provide electric or gas delivery sendiceetail customers within NSTAR’s service termjtavithout the written consent of NSTAR
Electric and/or NSTAR Gas. This consent must keglfivith the DPU and the municipality so affected.

Unregulated Operations

NSTAR's unregulated operations include telecommunicatimd liquefied natural gas service. Telecommuioicatservices are provided
through NSTAR Com, which installs, owns, operates] maintains a wholesale transport network foelothlecommunications service
providers in the metropolitan Boston area to delixaice, video, data, and internet services toausts. Revenues earned from NSTAR'’s
unregulated operations accounted for less thanfl@érsolidated operating revenues in 2009, 2008 ,2807.

Discontinued Operations

On December 21, 2009, NSTAR announced an agreegmeatl its wholly-owned subsidiary, MATEP. MATERrides chilled water, steam,
and electricity under long-term contracts to seMeoapitals, medical research and biotechnologyecenand teaching institutions located in
Boston’s Longwood Medical Area. Revenues earneMBYEP represented approximately 3% of total cortsikd revenues in 2009, 2008,
and 2007. Refer to Note BDiscontinued Operations,’of the accompanying Notes to Consolidated Finargtalements in Item 8Financial
Statements and Supplementary Davd'this Form 10-K.

Regulation

The Energy Policy Act of 2005 established the Rublility Holding Company Act of 2005 (PUHCA 2008jat transferred certain regulatory
oversight from the SEC to the FERC. NSTAR has lggFanted an exemption and waiver from certain pioris of PUHCA 2005.

NSTAR Gas, NSTAR Electric and NSTAR Elec’s wholly-owned regulated subsidiary, Harbor ElecEnergy Company, operate primarily
under the authority of the DPU, whose jurisdictiodludes supervision over retail rates for disttibo of electricity, natural gas, and financing
and investing activities. In addition, the FERC hagsdiction over various phases of NSTAR Elecaidl NSTAR Gas utility businesses,
conditions under which natural gas is sold at walke, facilities used for the transmission or sédléhat energy, certain issuances of short-term
debt, and regulation of accounting.

These companies are also subject to various othter and municipal regulations with respect to emmental, employment, and general
operating matters.
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Plant Expenditures and Financings
The most recent estimates of plant expendituredargiterm debt maturities for 2010 and the ye&%122014 are as follows:

2011-
(in millions) 2010 2014
Plant expenditure:
Electric $317 $1,13(
Gas 53 17C
$37C $1,30(
Long-term debi $684 $ 93t

In the five-year period 2010 through 2014, plamenditures are forecasted to be used for systaabilély and performance improvements,
customers service enhancements, and capacity egpanNSTAR’s service territory. Of the $317 milli planned electric expenditures for
2010, approximately $90 million is for transmiss&ystem improvements. The amounts stated abovadxeixpenditures for NSTAR’s
proposed transmission investment with Northeaditidd and Hydro-Quebec as these costs will berirecuby an entity that will be created to
hold those assets (further discussed in‘Breposed Transmission Investmeréction in Item 7Management’s Discussion and Analysis of
Financial Condition and Results of Operatic).

Management continuously reviews its capital expemdiand financing programs. These programs aedefbre, the estimates included in this
Form 10-K are subject to revision due to changesgulatory requirements, operating requirememgirenmental standards, availability and
cost of capital, interest rates and other assumgtiBefer to the accompanyif@autionary Statement Regarding Forward-Looking
Informatior” preceding Item 1'Business”and thée'Liquidity, Commitments and Capital Resourcesgction of Iltem 7;Management'’s
Discussion and Analysis of Financial Condition @esults of Operatior”

Seasonal Nature of Business

NSTAR Electri’s kilowatt-hour sales and revenues are typically higher imtinéer and summer than in the spring and fallassstend to var
with weather conditions. NSTAR Gas’ sales are padit impacted by colder weather because a suliatgrutrtion of its customer base uses
natural gas for space heating purposes. RefeetadbompanyinfSelected Quarterly Consolidated Financial Datagction in Item 6,
“Selected Consolidated Financial Datddr specific financial information by quarter fo@@9 and 2008.

Competitive Conditions

As a rate regulated distribution and transmissitilityucompany, NSTAR is not subject to a signifitly competitive business environment.
NSTAR Electric and NSTAR Gas have the exclusivatrend privilege to engage in the business of déling energy services within the
granted territory. Under Massachusetts law, noraghéity may provide electric or natural gas datjvgervice to retail customers within
NSTAR's service territory without the written consentMBTAR Electric and/or NSTAR Gas. Refer to the aopanying‘Franchises” sectior
of this Item 1 and to Item 1ARisk Factors” for a further discussion of NSTAR’s rights and catifive pressures within its service territory.

Environmental Matters

NSTAR's subsidiaries are subject to numerous federatie stnd local standards with respect to the manageofi wastes and other
environmental considerations. NSTAR subsidiarieg faossible liabilities as a result of involvemenseveral multi-party disposal sites, state-
regulated sites or third party claims associateti dontamination remediation. NSTAR generally expéc have only a small percentage of
total potential
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liability for the majority of these sites. Noncorigsice with certain standards can, in some casss result in the imposition of monetary civil
penalties. Refer to the accompanyi@pntingencies -Environmental Mattefssection in Item 7;Management’s Discussion and Analysis of
Financial Condition and Results of Operati” and to Notes to Consolidated Financial Statem&tde O,“Commitments and
Contingencies,for more information.

Management believes that its facilities are in saigal compliance with currently applicable statytand regulatory environmental
requirements.

Number of Employees and Employee Relations
Excluding its discontinued operations subsidiarA TP, at December 31, 2009, NSTAR has approxim@&g90 employees, including
approximately 2,100 who are represented by tworlab@mns covered by separate collective bargainorgracts.

Substantially all management, engineering, finaarod support services are provided to the operatibgidiaries of NSTAR by NSTAR
Electric & Gas. NSTAR has the following labor unioontracts:

Percent of Union to Tota Contract Expiration
Union NSTAR Employees Supports Date
Local 369 of the Utility Workers of America (Al-CIO) 61% Utility Operation: June 1, 201
Local 12004 of the United Steelworkers of Amel 8% Utility Operation: March 31, 201

Management is currently in negotiations with Lot2004 regarding a new contract. Management beligVes satisfactory relations with its
employees.

On December 21, 2009, NSTAR announced an agreemsatl its wholly-owned subsidiary, MATEP. MATER$approximately 85
employees of whom 59 are represented by Local 8tvednternational Union of Operating Engineer$(ACIO).

(d) Financial Information about Geographic Areas

NSTAR is a holding company engaged through itsigidoses in the energy delivery business in Masaaetis. None of NSTA’s subsidiaries
have any foreign operations or export sales.

(e) Available Information

NSTAR files its Forms 1-K, 10-Q, and 8-K reports, proxy statements, amgoinformation with the SEC. You may access makefiree of
charge NSTAR has filed with the SEC on NSTAR’s wighat: www.nstar.com Select “Investor Relations” and “Financial Infation” or on
the SEC’s website atww.sec.gov Copies of NSTAR’s SEC filings may also be obtdifiree of charge by writing to NSTAR’s Investor
Relations Department at the address on the cowhioForm 10-K or by calling 781-441-8338.

In addition, NSTAR’s Board of Trustees has seveoahmittees, including an Audit, Finance and Risknigement Committee, an Executive
Personnel Committee and a Board Governance andnddimg Committee. The Board of Trustees also rstarading Executive Committee.
The Board of Trustees has adopted the NSTAR Boafdustees Guidelines on Significant Corporate Goaace Issues, a Code of Ethics for
the Principal Executive Officer, General Counsel] &enior Financial Officers pursuant to Sectiof dbthe Sarbanes-Oxley Act of 2002, and
a Code of Ethics and Business Conduct for Trusteffisers and Employees
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(“Code of Conduct”). NSTAR intends to disclose @amyendment to, and any waiver from, a provisiorhef€ode of Ethics that applies to the
Chief Executive Officer or Chief Financial Officer any other executive officer and that relateany element of the Code of Ethics definition
enumerated in Item 406(b) of Regulation S-K, irresp release, on our website or on Form 8-K, withim business days following the date of
such amendment or waiver. NSTAR’s Corporate Goverealocuments, including charters, guidelines amgs, and any amendments to such
charters, guidelines and codes that are applitaleSTAR’s executive officers, senior financialioffrs or trustees can be accessed free of
charge on NSTAR'’s website atww.nstar.com Select “Investor Relations” and “Company Inforioat”

The certifications of NSTAR’s Chief Executive O#ficand Chief Financial Officer pursuant to Secti8@2 and 906 of the Sarbanes-Oxley Act
of 2002 are attached to this Annual Report on FboaK as Exhibits 31.1, 31.2, 32.1, and 32.2.

Item 1A. Risk Factors

Our future performance is subject to a varietyisig, including those described below. If any @& following risks actually occur, our business
could be harmed and the market price of our comahames could decline. In addition to the otherrmiation in this Annual Report on Form
10-K, shareholders or prospective investors shoatdfully consider the following risk factors.

Our electric and gas operations are highly reguldteand any adverse regulatory changes could hawgmificant impact on the Company’s
results of operations and its financial position.

NSTAR's electric and gas operations, including the ratesged, are regulated by the FERC and the DPeddiition, NSTAR’s accounting
policies are prescribed by GAAP, the FERC, anddR&). Adverse regulatory changes could have a sigmif impact on the Company’s
results of operations and its financial condition.

Potential municipalization or technological developents may adversely affect our regulated electyicind natural gas businesse

Under Massachusetts law, no other entity may peoeiéctric or gas delivery service to retail custosrwithin NSTAR's service territory
without the written consent of NSTAR Electric andSTAR Gas. Although not a trend, NSTAR’s opergtirtility companies could be
exposed to municipalization risk, whereby a muratityg could acquire the electric or natural gaswigly assets located in that city or town and
take over the customer delivery service, therebdyeang NSTAR'’s revenues. Any such action would regjnumerous legal and regulatory
consents and approvals. Municipalization would negthat NSTAR be compensated for its assets asduimeaddition, there is also the risk
that technological developments could lead to itisted generation among NSTAR’s customer base iegwtich customers’ use of NSTAR'’s
utility system.

Changes in environmental laws and regulations affixg our business could increase our costs or clrtaur activities.

NSTAR and its subsidiaries are subject to a nurobenvironmental laws and regulations that areently in effect, including those related
the handling, disposal, and treatment of hazardwaterials. Changes in compliance requirementseointierpretation by governmental
authorities of existing requirements may imposeitauthl costs, all of which could have an adverapact on NSTAR's results of operations.

The Company may be required to conduct environmémémediation activities for power generating sitaad other potentially unidentified
sites.

NSTAR is subject to actual or potential claims suits involving environmental remediation adies for power generating sites previot
owned and other potentially unidentified sites. M&Tdivested all of its regulated generating asaatier terms that generally require the bt
to assume all responsibility

for past and present environmental harm. BasedSPAR’s current assessment of its environmental
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responsibilities, existing legal requirements aeglutatory policies, NSTAR does not believe thakitewn environmental remediation
responsibilities will have a material adverse ffet NSTAR'’s results of operations, cash flowsioaficial position. However, discovery of
currently unknown conditions at existing sitesnitifécation of additional waste sites or changesfiwironmental regulation, could have a
material adverse impact on NSTAR’s results of opena, cash flows or financial position.

NSTAR is subject to operational risk that could cseius to incur substantial costs and liabilitie

Our business, which involves the transmission asigildution of natural gas and electricity thatiged as an energy source by our customers, i
subject to various operational risks, includingdents that expose the Company to potential clémproperty damages or personal injuries
beyond the scope of NSTAR's insurance coverage egangpment failures that could result in perform@below assumed levels. For example,
operational performance below established targethmmark levels could cause NSTAR to incur penaitiggosed by the DPU, up to a
maximum of two and one-half percent of transmissind distribution revenues, under applicable Ser@aality Indicators.

Increases in interest ratedue to financial market conditions or changes in paredit ratings, could have an adverse impact amr @ccess to
capital markets at favorable rates, or at all, acduld otherwise increase our costs of doing busines

NSTAR frequently accesses the capital marketsntanfie its working capital requirements, capitalestures and to meet its Ic-term debt
maturity obligations. Increased interest ratesadwerse changes in our credit ratings or furtheerdeation in the credit markets, would
increase our cost of borrowing and other costsdbald have an adverse impact on our results afatipas and cash flows and ultimately have
an adverse impact on the market price of our comshames. In addition, an adverse change in ouitgethgs could increase borrowing co
trigger requirements that we obtain additional siégfior performance, such as a letter of creditated to our energy procurement agreements.
Refer to the accompanying Item 7#&uantitative and Qualitative Disclosures About Mat Risk,”for a further discussion.

Our electric and gas businesses are sensitive tiati@ans in weather and have seasonal variations.dddition, severe stormelated disaste!
could adversely affect the Company.

Sales of electricity and natural gas to residematiel commercial customers are influenced by tenterdluctuations. Significant fluctuations

in heating or cooling degree days could have aniaghienpact on energy sales for any given periodaddition, extremely severe storms, such
as hurricanes and ice storms, could cause damage facilities that may require additional costgepair and have a material adverse impact
on the Company'’s results of operations, cash floifinancial position. To the extent possible, NSY¥Arate regulated subsidiaries would <
recovery of these costs through the regulatorygsec

An economic downturn, increased costs of energy@ypand customer' conservation efforts could adversely affect engrgonsumption
and could adversely affect our results of operatson

Energy consumption is significantly impacted by ¢lemeral level of economic activity and cost ofrggesupply. Economic downturns or
periods of high energy supply costs typically léadeductions in energy consumption and increasedervation measures. These conditions
could adversely impact the level of energy salesrasult in less demand for energy delivery. A ss@an or a prolonged lag of a subsequent
recovery could have an adverse effect on NSTARSglte of operations, cash flows or financial positi

The ability of NSTAR to maintain future cash dividels at the level currently paid to shareholdersdispendent upon the ability of its
subsidiaries to pay dividends to NSTA

As a holding company, NSTAR does not have any dipgractivity and therefore is substantially depemidon dividends from its subsidiaries
and from external borrowings at variable ratemtériest to provide the cash
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necessary for repayment of debt obligations, toguhyinistrative costs, to meet contractual oblgyaithat may not be met by our subsidiaries
and to pay common share dividends to NSTAR’s sliddelns. Regulatory and other legal restrictions fivait our ability to transfer funds
freely, either to or from our subsidiaries. Thes&d and regulations may hinder our ability to asdaads that we may need to make payments
on our obligations. As the Holding company’s sogroécash are limited to dividends from its sulesigis and external borrowings, the ability
to maintain future cash dividends at the level ently paid to shareholders will be dependent u@shdlows of NSTAR’s subsidiaries.

NSTAR's subsidiaries do have certain limitations thatlddmpact the payment of dividends to the Holdoognpany. Refer to thtSources of
Additional Capital and Financial Covenant Requirentt” section of the accompanying Item“Kjanagement’s Discussion and Analysis of
Financial Condition and Results of Operati” for more information.

Our electric and gas operations may be impacteddheration supply or its transportation or transnsisn availability is limited or
unreliable.

Our electric and natural gas delivery businessesediant on transportation and transmission fiéedithat we do not own or control. Our abi

to provide energy delivery services depends orpezations and facilities of third parties, incliglithe independent system operator, electric
generators that supply our customers’ energy reqénts and natural gas pipeline operators fromtwhie receive delivery of our natural gas
supply. Should our ability to receive electric atural gas supply be disrupted due either to ojperatissues or to inadequacy of transmission
capacity, it could impact our ability to serve auistomers. It could also force us to secure altesaupply at significantly higher costs.

Financial market performance and other changes magcrease the Company’s pension and postretirememgfit plans’ assets and could
require additional funding beyond historic levels.

A sustained decline in the global financial marketsy have a material adverse effect on the valwiopension and postretirement benefit
plans’ assets. This situation may increase ourfiigrians’ funding requirements.

Iltem 1B.  Unresolved Staff Comments
None

Item 2. Properties

NSTAR Electric properties include an integratedeysof transmission and distribution lines and satizns, an interest in a jointly own
administration office building and other structusesh as garages and service centers that aredoice¢astern Massachusetts. NSTAR’s high-
voltage transmission lines are generally locatethod either owned or subject to perpetual andusket easements in its favor. Its lsekage
distribution lines are located principally on puahtiroperty under permits granted by municipal atitostate authorities.

At December 31, 2009, NSTAR Electsgdrimary and secondary transmission and distobugiystem consisted of approximately 21,980 ci
miles of overhead lines, approximately 13,020 éirmiles of underground lines, 256 substation fde8 and approximately 1,173,500 active
customer meters.

NSTAR Ga’ principal natural gas properties consist of digttion mains, services and meters necessary totaiaireliable service to
customers. In addition, it shares an interestjoiraly owned administration office and service Idinig, three district office buildings and owns
several natural gas receiving and take stationafA¥ecember 31, 2009, the gas system includecbappately 3,130 miles of gas distribution
lines, approximately 188,800 services and approtdm®77,900 customer meters together with the ssary

15



WPD-6
Screening.Data.Rart.1.0f.2
Page 9114 of 9808

Table of Contents

measuring and regulating equipment. In additiorpkilston owns a liquefaction and vaporization plansatellite vaporization plant and above
ground cryogenic storage tanks having an aggregjatage capacity equivalent to 3.5 Bcf of natues.g

NSTAR Com owns approximately 240 miles of fiberioptetwork that represents approximately 79,008rfiiles of network

Assets of discontinued operations held for salearily consist of district energy operations, aeeration facility located in the Longwood
Medical Area of Boston. MATEP provides steam, @dllvater and electricity to over 9 million squagetfof medical and teaching facilities.
NSTAR anticipates the final sale of MATEP towarkls €nd of the first quarter or early second quaft@010.

Item 3. Legal Proceedings

In the normal course of its business, NSTAR anduitssidiaries are involved in certain legal mattersluding civil litigation. Management is
unable to fully determine a range of reasonablysibds courterdered damages, settlement amounts, and reléigeditin costs (legal liabilities
that would be in excess of amounts accrued and ats@overed by insurance. Based on the informatiorently available, NSTAR does not
believe that it is probable that any such legddiliges will have a material impact on its consialied financial position. However, it is
reasonably possible that additional legal lial@tthat may result from changes in circumstancekldwmve a material impact on its results of
operations, financial condition and cash flows.

Item 4. Submission of Matters to a Vote of Security Holder:
There were no matters submitted to a vote of sgchalders during the fourth quarter of 2009.

ltem 4A.  Executive Officers of Registrant
Identification of Executive Officers

Years in
Current
Years as Age at
Name of Officer Position and Business Experienc Position an Officer December 31, 20C
Thomas J. May Chairman, President and Chief Executive Officer and
NSTAR Trustee 15 23 62
James J. Judc Senior Vice President and Chief Financial Offi 14 14 53
Douglas S. Hora Senior Vice Presidel- Strategy, Law and Polic
Secretary and General Coun 14 14 6C
Joseph R. Nolan, J Senior Vice Presider- Customer & Corporate Relatio 9 9 46
Werner J. Schweige Senior Vice Presidel- Operations 8 8 5C
Christine M. Carmody Senior Vice President - Human Resources Previously
Vice President of Organizational EffectivenessXgrear:
and Director, Learning and Performance for 3 y: 2 2 46
Robert J. Weafer, J Vice President, Controller and Chief Accountingi€df 21 21 62
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PART Il

Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie

(a) Market Information and (c) Dividends

The NSTAR Common Shares, $1 par value, are listeth® New York Stock Exchange under the symbol “NSISTAR’s Common Shares
closing market prices at December 31, 2009 and 2358 $36.80 and $36.49 per share, respectively.

The NSTAR Common Shares high and low market ppegscommon share as reported by the New York Siaxckange composite
transaction reporting system and dividends declpegdtommon share for each of the quarters in 20092008 were as follows:

2009 2008
Market Prices Dividends Market Prices Dividends
High Low Declared High Low Declared
First quarte! $36.8C $274¢ $ 0378 $36.7C $29.3¢ $ 0.35(
Second quarte $34.6¢ $285/ $ 0378 $353¢ $3041 $ 0.35(
Third quartel $329] $30.1C $ 0378 $40.0C $31.17 $ 0.35(
Fourth quarte $37.7¢ $30.7¢ $ 0400 $36.9¢ $2567 $ 0.37¢

NSTAR paid common share dividends to shareholde$d ®0.2 million and $149.5 million in 2009 and B)@espectively

(b) Holders
As of December 31, 2009, there were 19,566 regidtholders of NSTAR Common Shares.

(d) Securities authorized for issuance under equitgpensation plans

The following table provides information about NSRA equity compensation plans as of December 31920

Number of itie Number of
umber of securitie securities remaining
to be issued upon Weighted average

exercise of exercise price of available for

outstanding options outstanding options future issuance

under equity
Plan Category warrants and rights warrants and rights compensation plan:
Equity compensation plans approved by shareho 2,855,53® $ 29.62 1,928,26:

Equity compensation plans not approved by

shareholder N/A N/A N/A
Total 2,855,53! $ 29.6: 1,928,26:

(1) Includes 2,454,367 common shares to be issped the exercise of options and 401,168 commoresHar distribution of deferred
shares and performance units pursuant to the tefimsr Incentive Plai
(2) The weighte-average exercise price in Column (b) does notitatkeaccount deferred shares or performance umftgsh have nc

exercise price
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The NSTAR 2007 Long Term Incentive Plan (the 20@hPpermits a variety of stock and stock-basedrdsyancluding stock options,

deferred stock awards, and performance share gnsitded to key employees. The aggregate numbemofon shares that are available for
award under the 2007 Plan is 3.5 million. The Rilmits the terms of awards to ten years and pradithie granting of awards beyond ten years
after its effective date. In general, stock optiand stock awards vest over a three-year period &ate of grants. The Executive Personnel
Committee (EPC) of the Board of Trustees approt@sksbased awards for all executives and otherekagloyees. However, the Chief
Executive Officer’'s (CEO) award must also be apptblay the independent members of the Board of @essfThe EPC and Board of Trustees
established that the date of grant for annual sbkaded awards under the Plan is the date eaclogeahich the Board of Trustees approves the
CEO'’s stock award. This date is when all partictpaare notified of their awards. Options are grdraethe full market price of the common
shares on the date of grant.

(e) Purchases of equity securities

Common Shares of NSTAR issued under the NSTAR BiidReinvestment and Direct Common Shares Puréiasethe Long Term
Incentive Plan and the NSTAR Savings Plan may sbva$inewly issued shares from the Company or shauechased in the open market by
the Company or an independent agent. During theethronth period ended December 31, 2009, the shstextbelow were acquired in the
open market.

Total Number of

Common Share:

Average Price

Purchased Paid Per Share

October 114,42¢ $ 31.3¢
November 128,76! $ 31.2C
Decembe 31,01« $ 35.8¢
Total Fourth Quarte 274,20t $ 31.7¢

(f) Stock Performance Graphs

The following Stock Performance Graphs and relatéarmation shall not be deemed “soliciting matBra “as filed” with the SEC, nor shall
such information be incorporated by reference artg future filing under the Securities Act of 19%3Securities Exchange Act of 1934, each
as amended, except to the extent that the Compmetifisally incorporates it by reference into stiding.
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The stock performance graph presentations set f@ittw compare cumulative five-year and ten-yearetwolder returns with the Standard &
Poor’s 500 Index (S&P 500) and the Edison Eledtrititute Index (EEI Index), a recognized industrgex of 58 investor-owned utility
companies. Pursuant to the SEC'’s regulations, rifyghg below depict the investment of $100 at tieroencement of the measurement

periods, with dividends reinvested.
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Item 6. Selected Consolidated Financial Dat
The following table summarizes five years of seddatonsolidated financial data.

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

Operating revenues ( $3,050,04- $3,208,32. $3,136,08" $3,441,50! $3,135,21!
Net income: from continuing operations $ 244,01' $ 22599 $ 213,05¢ $ 191,91° $ 192,20¢
Net income: from discontinued operatic $ 923 $ 1155 $ 845¢ $ 1485 $  3,92¢
Net income: attributable to common sharehol $ 253,24t $ 237,54 $ 221,51' $ 206,77« $ 196,13!

Per common shar
Basic earning-

Continuing operation $ 22t 3 211 3 19¢ $ 18C $ 1.8C
Discontinued operatior 0.0¢ 0.11 0.0¢ 0.1¢4 0.04
Total earning: $ 237 $ 22z $ 207 $ 192 $ 1.84

Diluted earning«-
Continuing operation $ 22¢ 3 211 3 19¢ $ 1.7¢  $ 1.7¢
Discontinued operatior 0.0¢ 0.11 0.0¢ 0.1¢4 0.04
Total earning: $ 237 $ 22z $ 207 $ 19 $ 1.82
Cash dividends declared | $ 152t $ 1428 $ 1328 $ 153t $ 0.87
Assets from continuing operatio $7,976,92' $8,093,991 $7,588,571 $7,602,68 $7,480,28
Assets held for sal $ 167,85 $ 17549 $ 170,97¢ $ 166,71' $ 158,04
Long-term debt (a)(d $1,754,231 $1,928,70i $1,929,34i $1,631,47. $1,518,65
Transition property securitization ( $ 212,20 $ 331,20¢ $ 483,96. $ 637,217 $ 787,96t
Preferred stock of subsidia $ 43,000 $ 43,000 $ 43,000 $ 43,000 $ 43,00(

(@) On December 21, 2009, NSTAR announced thedddtie wholly-owned subsidiary, MATEP. The asset8/TEP were considered to
be held for sale as of December 21, 2009 and theidiary operations were classified as discontimyaglations. Operating revenues and
long-term debt amounts of MATEP have been excluded ftwrselected financial data presen

(b) Includes impact of preferred stock dividends ofssdiary to the noncontrolling intere

(c) As aresult of a change in NST/s Board of Truste’ meetings schedule in 2005, the fourth quarter divitithat typically would hav
been declared in December 2005, was approved aada6, 2006 at $0.3025 per share, and therefoigethds declared during 2006
include the fourth quarter of 2005. The dividengimant schedule remained unchanc

(d) Excludes the current portion and debt obligatidatesl to discontinued operatiot

Selected Quarterly Consolidated Financial Data (Unadited) (a)

(in thousands, except earnings per share)

Operating Operating Net Earnings Per Share (b)
Revenues (¢ Income (c) Income (d) Basic Diluted
2009
First quarte $ 908,63¢ $123,97: $61,03¢ $ 0.57 $ 0.57
Second quarte $ 683,23! $114,49¢ $56,93¢ $ 0.5¢ $ 058
Third quartel $ 745,62t $170,22¢ $87,63¢ $ 0.82 $ 0.8
Fourth quarte $ 712,54! $107,41( $47,64( $ 0.4t $ 0.4
2008
First quarte! $ 857,36¢ $122,08: $59,23¢ $ 0.5t $ 0.5t
Second quarte $711,77. $113,47" $50,36¢ $ 047 $ 047
Third quartel $ 857,70¢ $170,94¢ $85,82( $ 0.8C $ 0.8C
Fourth quarte $ 781,47. $ 98,62« $42,12; $ 0.3¢ $ 0.3¢

(&) This information has been provided in accordandh Regulation -K, Item 302(a)
(b) The sum of the quarters may not equal annual leesldiluted earnings per share due to rounc
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(c) On December 21, 2009, NSTAR announced an agreegmeatl its wholh-owned subsidiary, MATEP. The results of operatioh
MATEP have been classified as discontinued operatés of December 31, 2009. Operating revenue©pedating income attributable
to MATEP have been excluded from the selected piesented

(d) Netincome attributable to common shareholc

Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations (MD&A)
Overview

NSTAR (or the Company) is a holding company engabealigh its subsidiaries in the energy delivergibess serving approximate

1.4 million customers in Massachusetts, includipgraximately 1.1 million electric distribution coshers in 81 communities and
approximately 300,000 natural gas distribution aotrs in 51 communities. NSTAR's retail electrignsmission and distribution utility
subsidiaries are NSTAR Electric and NSTAR Gas, eesypely. Harbor Electric Energy Company, a whallned subsidiary of NSTAR
Electric, provides distribution service and ongasugpport to its only customer, the MassachusettelResources Authority. NSTAR'’s
nonutility, unregulated operations include telecaiminations operations (NSTAR Com) and a liquefiatural gas service company
(Hopkinton). Utility operations accounted for apgiroately 99% of consolidated operating revenuesootinuing operations in 2009, 2008,
and 2007.

NSTAR consolidates three whc-owned special purpose subsidiaries, BEC Funding,lREC Funding Il, LLC and CEC Funding, LLC.
These entities were created to complete the sadéeofric rate reduction certificates to a spegiapose trust created by two Massachusetts
state agencies. These financing transactions $ieedrihe costs incurred related to the divestibirgeneration assets and long-term power
contracts.

NSTAR derives its operating revenues primarily friiva sale of energy, distribution, transmissior anergy efficiency services to customs
NSTAR's earnings are impacted by fluctuations in uniésaf electric kWh and natural gas MMbtu, whiclvénan effect on the level of
distribution and transmission revenues recogniliedccordance with the regulatory rate structurefiich NSTAR operates, its recovery of
energy costs are fully reconciled with the leveeoérgy revenues currently recorded and, thereflar@pot have an impact on earnings. As a
result of this rate structure, any variability iretcost of energy supply purchased will have ararhpn purchased power and transmission and
cost of gas sold expenses, but will not affect@oenpany’s net income as the Company recognizesraspmnding change in revenues.

Discontinued Operations

On December 21, 2009, NSTAR announced an agreegmeatl its wholly-owned subsidiary, Medical Areatdl Energy Plant, Inc. (MATEP).
MATEP provides steam, chilled water service, amtteicity under longerm contracts to several hospitals, medical reseand biotechnolog
centers, and teaching institutions in the Longwbtadlical Area of Boston. The sale is at a pricepgdraximately $320 million in cash and is
subject to certain federal and local regulatoryrapgls. The purchase price is subject to certaisiof adjustments related to changes in
working capital, interest, and other adjustmemsxdnnection with the sale, NSTAR will retire MATERIebt.

MATEP’s principal asset is a cogeneration plant tiraduces electricity, steam and chilled wated arlistribution system that delivers these
products to its customers. MATEP has approxima@élgmployees.

The sale is expected to close towards the endediigt quarter or early part of the second quarfer010. Net proceeds from the transactior
anticipated to be used to reduce NSTAR'’s capitibna

Critical Accounting Policies and Estimates

NSTAR's discussion and analysis of its financial comdfifiresults of operations and cash flows are basdtle accompanying Consolidated
Financial Statements, which have been preparedcordance with GAAP. The
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preparation of these Consolidated Financial Statesmequired management to make estimates and prigrthat affect the reported amount
of assets and liabilities, revenues and expensédsigdated disclosure of contingent assets anditiab at the date of the Consolidated Finar
Statements. Actual results may differ from thegareges under different assumptions or conditions.

Critical accounting policies and estimates arergefias those that require significant judgmentwar@brtainties, and potentially may result in
materially different outcomes under different asptions and conditions. The accounting policies estimates that are most critical to the
reported results of operations, cash flows andhfiied position are described below.

a. Revenue Recognition

Electric and gas revenues are based on rates aubbgwvthe DPU and the FERC. Revenues related tsdallee transmission and distribution of
energy delivery service are generally recorded vaeguice is rendered or energy is delivered toacusts. However, the determination of the
sales to individual customers is based on systemagier readings throughout a month. Meters theahat read during a given month are
estimated and trued-up to actual use in a futuregeAt the end of each month, aggregate amoumgsergy delivered to customers since the
date of their last meter reading are estimatediaadorresponding unbilled revenue is recorded.illdabelectric revenue is estimated each
month based on daily territory load (customer epeegjuirements), estimated line losses and appéaalstomer rates. Unbilled natural gas
revenues are estimated based on estimated purchasetlumes, estimated gas losses and applicastercer rates. Accrued unbilled
revenues recorded in the accompanying Consolid2éémhce Sheets as of December 31, 2009 and 20@8%8&rmillion and $62 million,
respectively.

The level of revenues is subject to seasonal weathelitions. Electric sales volumes are typicéhllyher in the winter and summer than in the
spring or fall. Gas sales volumes are impacteddiyer weather since a substantial portion of NST@&®’ customer base uses natural gas for
heating purposes. As a result, NSTAR records aeghnitvel of revenue during the seasonal periodgioresd above.

NSTAR's nonutility revenues are recognized when servicesendered. Revenues are based, for the masbpdong-term contractual rates.

b. Regulatory Accounting

NSTAR follows accounting policies prescribed by GAAhe FERC, and the DPU. In addition, NSTAR aaditbsidiaries are subject to
accounting and reporting requirements of the SECrate-regulated companies, NSTARitility subsidiaries are subject to the applmatdf ar
accounting standard for rate-regulated entitiesC 280,Regulated Operationsthat considers the effects of regulation resglfiom
differences in the timing of their recognition @frtain revenues and expenses from those of otlsimdsses and industries. NSTAR'’s
distribution and transmission businesses are sutgjgateregulation that is based on cost recovery and niketsriteria for application of AS
980. This ratemaking process results in the rengrdf regulatory assets or a regulatory liabilibc{uding cost of removal) based on the
probability of current and future cash flows. Redaty assets represent incurred or accrued casthdlve been deferred because they are
probable of future recovery from customers. Regualiabilities may represent collections from amers that have been deferred because
they will be expended in the future or they mawtelo the future cost of removal of assets. (Reféhe accompanyintfsset Retirement
Obligations and Cost of Removadéction of Item 7;Management’s Discussion and Analysis of Finan€@alndition and Results of
Operations.”) As of December 31, 2009 and 2008, NSTAR has dezbregulatory assets of $2.6 billion and $2.9dilland regulatory
liabilities of $270 million and $265 million, resp@vely. NSTAR continuously reviews these regulgtassets to assess their ultimate
recoverability within the approved regulatory guides. NSTAR expects to fully recover these regulaassets in its rates. If future recovery
of any deferred costs ceases to be probable, NS¥éWRd be required to charge such deferred amoorganings. Impairment risk associated
with these assets relates to potentially advegslégive, judicial or regulatory actions in thedte.

22



WPD-6
Screening.Data.Rart.1.0f.2
Page 9121 of 9808

Table of Contents

c. Pension and Other Postretirement Benefits

NSTAR's annual pension and other postretirement benedigts are dependent upon several factors and ptisas) such as but not limited to,
employee demographics, plan design, the level sif cantributions made to the plans, the discoust the expected long-term rate of return
on the plans’ assets and health care cost trends.

Changes in pension and PBOP assets and liab#isiesciated with these factors are not immediagglggnized as pension and PBOP costs in
the statements of income, but generally are rezegnin future years over the remaining averageiceperiod of the plans’ participants.
However, these factors could have a significantactpn pension and postretirement assets or tiasiliecognized.

NSTAR's Pension Plan and PBOP Plan assets, which pauiahsist of equity investments, have been affébierecent trends in the overall
global equity markets. Fluctuations in the fairuebf the Pension Plan and PBOP Plan assets irtipgaftinded status, accounting costs, and
cash funding requirements of these Plans. Thermgsmnimpact of increased Pension and PBOP costb#antially mitigated by NSTAR'’s
DPU-approved pension and PBOP rate adjustment merhaUnder the PAM, NSTAR recovers its pension BBOP expense through a
reconciling rate mechanism. The PAM removes thatility in earnings that could result from flucticats in market conditions and plan
experience.

There were no significant changes to NSTAR'’s pensiod PBOP benefits in 2009, 2008, and 2007. Akdudescribed in Note H'Pension
and Other Postretirement Benefitg'the accompanying Notes to the Consolidated FKiahStatements, NSTAR's discount rate for the
Pension Plan obligation was 5.85% and 6.25% at mbee 31, 2009 and 2008, respectively. NSTAR’s distoate for the PBOP obligation
was 6.00% and 6.10% at December 31, 2009 and 28§8ectively. These discount rates align with miackaditions and the anticipated cash
flow characteristics of NSTAR'’s pension and PBOlRgattions. The expected long-term rate of returrboth pension plan and PBOP assets
for 2009 remained at 9.0%, the same as 2008 and ZIanges in these assumptions have an impaefponted pension and PBOP costs and
obligations.

The following table reflects the projected benebtigation and cost sensitivities associated witthange in certain actuarial assumptions b
indicated percentage for continuing operations hEsnsitivity below reflects an evaluation of tiraege based solely on a change in that
assumption.

(in thousands)
Pro;gqcpt’zgté)gneﬁt Impact on 2009 Cos
Change in Obligation
Actuarial Assumption Assumption Increase/(Decreas Increase/(Decrease
Pension
Increase in discount ra 50 basis poin $ (61,777 $ (6,060)
Decrease in discount re 50 basis poin $ 61,13¢ $ 5,427
Increase in expected lo-term rate of return on plan ass 50 basis poin N/A $ (3,48))
Decrease in expected Ic-term rate of return on plan ass 50 basis poin N/A $ 3,481
Actuarial Assumption
Other Postretirement Benefi
Increase in discount ra 50 basis poin $ (42,149 $ (3,039
Decrease in discount re 50 basis poin $ 47,05% $ 3,43¢
Increase in expected lo-term rate of return on plan ass 50 basis poin N/A $ (1,069
Decrease in expected Ic-term rate of return on plan ass 50 basis poin N/A $ 1,062
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Management evaluates the appropriateness of theuisrate through the modeling of a bond portfttiat approximates the Plan liabilities.
determining the expected long-term rate of returmplan assets, NSTAR considers past performance@mtbmic forecasts for the types of
investments held by the Plan as well as the taiimtation for the investments over a long-termqrkrThe expected long-term rate of return
on Plan assets could vary from actual year-to-yetarns. The target allocation for investments weay from the actual allocation at any
particular time. During 2009, NSTAR contributed $I8illion to the Pension Plans and $30 milliontie PBOP Plan. In 2010 NSTAR expe
to contribute $25 million to the Pension Plan aB8 gillion to the PBOP Plan.

The Pension Protection Act of 2006 (the PPA) gdheraquires employers with defined-benefit penspbens to make minimum contributions
to fund any shortfall between the assets and itaslof the plan (as defined by the PPA) over i@opkeof seven years. On December 23, 2008,
the Worker, Retiree and Employer Recovery Act di@(WRERA) was enacted, providing relief to singiaployer pension plans with respect
to contribution requirements for the 2009 and 2ptH® years. The Company is in compliance with thedfng requirements of PPA and
WRERA as of December 31, 2009.

d. Uncertain Tax Positions

Accounting for uncertain tax positions requires agament to use judgment in assessing the potexfiaisure from tax positions taken that
may be challenged by taxing authorities. Managerisergquired to assess the possibility of alteusatiuvtcomes based upon all facts available
at the reporting date. These estimates could dsftgrificantly from the ultimate outcome. For adulital information on uncertain tax positions
and estimates used therein, refefltmome Tax Matters”"included in this section of this MD&A.

Investments in Yankee Companies

NSTAR Electric has an equity ownership of 14% im@ecticut Yankee Atomic Power Company (CY), 14% @ankee Atomic Electri
Company (YA), and 4% in Maine Yankee Atomic Powentpany (MY), (collectively, the Yankee CompanidsY., YA, and MY plant sites
have been decommissioned in accordance with NR&pdwwes. Amended licenses continue to apply téSREI's where spent nuclear fuel is
stored at these sites. CY, YA, and MY remain resfinla for the security and protection of the ISBS# are required to maintain radiation
monitoring programs at the sites.

Yankee Companies Spent Fuel Litigation

In October 2006, the U.S. Court of Federal Claisssiéd a judgment in a spent nuclear fuel litigatiothe amounts of $34.2 million, $32.9
million, and $75.8 million for CY, YA, and MY, resptively. This judgment in favor of these Yankeanpanies relates to the alleged failur
the Department of Energy (DOE) to provide for anpanent facility to store spent nuclear fuel fornggarior to 2001 for CY and YA, and prior
to 2002 for MY (DOE Phase | Damages). NSTAR Eleidrportion of the Phase | judgments amounts t8 $illion, $4.6 million, and $3
million, respectively. On July 1, 2009, the Yankaampanies filed for additional damages relatedhéoalleged failure of the DOE to provide
for a permanent facility to store spent nucleat faethe years from January 2002 through Decer2668 for CY and YA, and from January
2003 through December 2008 for MY (DOE Phase |l Bges). This phase of the spent nuclear fuel lingagpecifies damages in the amounts
of $135.4 million, $86.1 million, and $43 milliowf CY, YA, and MY, respectively. Claim amounts dpable to NSTAR Electric are $19
million, $12 million, and $1.7 million, respectivel

NSTAR cannot predict the ultimate outcome of theseding decisions for trial, appeal or the potéstigosequent complaints. However, shc
the Yankee Companies ultimately prevail, NSTAR Elets share of the proceeds received would benddd to its customers.

The accounting for decommissioning costs of nugeaver plants involves significant estimates relatecosts to be incurred many years in
the future. Changes in these estimates will n@caffNSTAR’s results of operations or cash flowsawse these costs will be collected from
customers through NSTAR Electric’s transition cleafiings with the DPU.
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Derivative Instruments
Energy Contracts

NSTAR has determined that its electricity supplptcacts qualify for, and NSTAR has elected, thewadrpurchases and sales exception. .
result, these agreements are not reflected onctenganying Consolidated Balance Sheets. NSTARiysone significant gas supply
contract. This contract is essentially anralifuirements portfolio asset management contrattetkpires in October 2011. This contract cont
market based pricing terms and, therefore, no firzstatement adjustments to mark the contraatsaiket are required. Gas supply costs
incurred related to the gas asset management conteze approximately $177 million, $259 milliomda$224 million for the years ended
December 31, 2009, 2008, and 2007, respectivetyhame been recorded to Cost of gas sold on thegmanying Consolidated Statements of
Income. Refer to the accompanyitbgm 7A “Quantitative and Qualitative Disclosurebaut Market Risk’for a further discussion.

Gas Hedging Agreements

In accordance with a DPU order, NSTAR Gas purchéisescial contracts based upon NYMEX natural gasres in order to reduce cash fl
variability associated with the purchase pricedpproximately one-third of its natural gas purclka3dis practice attempts to minimize the
impact of fluctuations in prices to NSTAR’s firmgaustomers. These financial contracts do not peogas supply. These contracts qualify as
derivative financial instruments. Accordingly, tfaér value of these instruments is recognized enatcompanying Consolidated Balance
Sheets as an asset or liability representing ansalure from or payable to the counterparties of NRT2as, as if such contracts were settled as
of the balance sheet date. All actual costs indunrebenefits realized are included in the CGAQIBTAR Gas. As a result, NSTAR Gas
records an offsetting regulatory asset or liabilitythe market price changes, in lieu of recordimgadjustment to Other Comprehensive
Income. Currently, these derivative contracts extidmough April 2011. As of December 31, 2009 a8 NSTAR had recorded a liability
and a corresponding regulatory asset of $1.7 mitind $32.9 million, respectively, to reflect tladr fvalue of these contracts. During the years
ended December 31, 2009, 2008, and 2007, $47 millin6 million, and $30 million, respectively, biese financial contracts were settled and
were recognized as additional charges to Cost®Eghl on the accompanying Consolidated StatenoémtEome.

Asset Retirement Obligations and Cost of Removal

The fair value of a liability for an asset retiremebligation (ARO) is recorded in the period iniehit is incurred. When the liability is
initially recorded, the entity capitalizes the cbgtincreasing the carrying amount of the relatedytlived asset. Over time, the liability is
accreted to its present value each period, anddpialized cost is depreciated over the usefaldifthe related asset. Upon settlement of the
liability, an entity either settles the obligatifor its recorded amount or incurs a gain or lossrugettlement.

The recognition of an ARO within NSTAR's regulatetility businesses has no impact on its earningsits rate-regulated utilities, NSTAR
establishes a regulatory asset to recognize futw@veries through depreciation rates for the sdARO. NSTAR has certain plant assets in
which this condition exists and is related to boldmt assets containing hazardous materials amd leguirements to undertake remediation
efforts upon retirement.

At December 31, 2009 and 2008, NSTAR had recordedtaetirement cost liabilities of $30 million a2i3 million, respectively, which
approximates the current cost for NSTAR to medeiggal or contractual obligations to perform acti@i some point after the retirement of an
asset. This amount is included in Deferred cratit$ other liabilities: Other on the accompanyingn€&idated Balance Sheets.

For NSTAR’s regulated utility businesses, the udtiencost to remove utility plant from service (coktemoval) is recognized as a component
of depreciation expense in accordance with approegdlatory treatment. As of December 31, 200920GB, the estimated amount of the cost
of removal included in regulatory liabilities was
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approximately $270 million and $265 million, respyeely, based on the estimated cost of removal amept in current depreciation rates. 1
represents the cumulative amounts collected frostoooers for cost of removal, but not yet expended.

New Accounting Standards Updates
Variable Interest Entities

Amended consolidation guidance applicable to végiaiierest entities will be effective for NSTARdiening in fiscal year 2010. The
Company does not anticipate that this authoritagividance will have an effect on the Company’stéxgscontractual and business
relationships and how they are reported in the @lateted financial statements.

Rate and Regulatory Proceedings
a. Rate Structures
Rate Settlement Agreement

NSTAR Electric is currently operating under a C-approved Rate Settlement Agreement (“Rate Settiedgreement”) that expires
December 31, 2012. From 2007 through 2012, the Retttement Agreement establishes for NSTAR Elecarnong other things, annual
inflation-adjusted distribution rates that are gaiig offset by an equal and corresponding reduciotransition rates. The increase adjustment
will be 1.32% effective January 1, 2010; and cgrogsling adjustments were 1.74%, 2.68%, and 2.648¢tefe January 1, 2009, 2008, and
2007, respectively. Uncollected transition charges result of the reductions in transition ratesdeferred and collected through future rates
with a carrying charge. The Rate Settlement Agreerimeplemented a 50% / 50% earnings sharing meshabased on NSTAR Electric’s
distribution return on equity (excluding incentiystiould it exceed 12.5% or fall below 8.5%. Shatlkel return on equity fall below 7.5%,
NSTAR Electric may file a request for a genera¢riacrease. NSTAR Electric did not exceed the 12 &%all below the 8.5% distributic

return on equity during 2009, 2008 or 2007.

Basic Service Rates

Electric distribution companies in Massachusetsraquired to obtain and resell power to retaitmouers through Basic Service for those
customers who choose not to buy energy from a ctitiveeenergy supplier. Basic Service rates aretresery six months (every three months
for large commercial and industrial customers). fptiee of Basic Service is intended to reflectéliverage competitive market price for elec
power. As of December 31, 2009, 2008, and 200%pmexs of NSTAR Electric had approximately 43%, 4%84td 47%, respectively, of their
load requirements provided through Basic Servic@TAR Electric fully recovers its energy costs thgbhuDPU-approved rate mechanisms.

Firm Natural Gas Rates

In addition to delivery service rates, NSTAR Gasiffs include a seasonal CGAC and a LDAC. The CG#A@vrides for the recovery of all gas
supply costs from firm sales customers. The LDAGvjtes for the recovery of certain costs applicablboth sales and transportation
customers. The CGAC is filed semi-annually for apat by the DPU. The LDAC is filed annually for appal. In addition, NSTAR Gas is
required to file interim changes to its CGAC facidren the actual costs of gas supply vary fromgutajns by more than 5%. Changes in the
cost of gas supply have no impact on the Compasrsings due to the CGAC and LDAC rate recoveryharisms.

b. Service Quality Indicators

SQI are established performance benchmarks fosingdentified measures of service quality relatiogustomer service and billing
performance, safety and reliability and consumeisitin statistics performance for
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all Massachusetts utilities. NSTAR Electric and M&RITGas are required to report annually to the DBhkerning their performance as to each
measure and are subject to maximum penalties tf tyo and one-half percent of total transmissiond distribution revenues should
performance fail to meet the applicable benchmarks.

NSTAR monitors its service quality continuouslydetermine if a liability has been triggered. Ifsifprobable that a liability has been incur
and is estimable, a liability is accrued. Annuadigch NSTAR utility subsidiary makes a service iipalerformance filing with the DPU. Any
settlement or rate order that would result in &edént liability level from what has been accrueniid be adjusted in the period that the DPU
issues an order determining the amount of any Balhity.

NSTAR Electric filed its 2007 Service Quality Refsowith the DPU that demonstrated the Company &ehlisufficient levels of servic
performance. On January 13, 2010, the DPU apprthee@007 Service Quality Report and agreed perfocadevels were sufficient.
Therefore, no penalties were assessed.

Service Quality reports for both NSTAR Gas and N&TRlectric for 2008 have been filed with the DPWeINSTAR Gas report has been
approved and the NSTAR Electric report is underesgvBased on the reports filed, no penalties vessessable for the performance year.

NSTAR Electric and NSTAR Gas service quality parfance levels for 2009 were not in a penalty situaéind the final performance repc
are anticipated to be filed during the first quade2010.

c. Regulatory Matters
Massachusetts Regulatory Environment

On July 2, 2008, the Massachusetts LegislatureepaseGreen Communities AGGCA) energy policy legislation designed to substdly
increase energy efficiency and the developmentéwable energy resources in Massachusetts. The GCA

. Requires electric and natural gas distribution canigs to file three-year energy efficiency invesitq@ans to include fully
reconciling funding mechanisms and incenti\

. Requires utility distribution companies to undegalarious Green programs, including the solicitatbbids for lon-term
renewable energy procurement contracts for whithies would be allowed remuneration on certaindgiachusetts-based contract
commitments

. Establishes “smart gri¢’ pilot program;
. Gives final approval to the Sti's participation in the Regional Greenhouse Gastivig;

. Increases Renewable Portfolio Standards and AliemEnergy Portfolio Standards for utilities antier electricity suppliers
regarding the power that they purchase. Requiresrtergurchase power from new renewable resourdeeriease in increments
of 1% per year from 4% in 2009 to 15% in 2020. Reggnents to purchase from alternative portfolioteses will gradually
increase from 1% in 2009 to 5% in 2020. Existinguieements to purchase 3.5% from waste to enegpurees and 3.6% from
vintage renewable resources are not expected tggeh8y 2020, NSTAR Electric anticipates purchagdiddl% of its power under
these mandates, as compared to a total of 12.7808; anc

. Modifies the service quality performance penaltgvyision (Refer to Note C* Commitments and Contingenc” of the
accompanying Notes to Consolidated Financial Staitgs).

The GCA allows for utilities to recover in rategtimcremental costs associated with its variousdatad programs.

On August 7, 2008, thidlassachusetts Global Warming Solutionst AGWSA) was enacted. The intention of the GWS#iseduce
greenhouse gas emissions in Massachusetts acrit§dersectors of the economy, first by
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requiring the reporting of carbon dioxide and otperenhouse gas emissions and then requiring #tiglk reduction of such greenhouse gas
emissions by 80% of 1990 levels over a 40-yeampdreginning in 2010. Regulations setting forthcHipedetailed requirements under the
GWSA started with the establishment of 1990 Basadind 2020 Business as Usual Projection during.2B99anuary 2011, the State is
expected to adopt regulations establishing a dsneel of declining emissions limits for resourtleat emit greenhouse gases. At this time,
NSTAR cannot predict the effect of the GWSA orfitisire results of operations, financial positioncash flows

Long-Term Renewable Energy Contracts

In accordance with the requirements of the GCAlanuary, 2010 NSTAR Electric along with other Mabseetts investor-owned utilities
began to solicit bids for renewable energy andweitde energy certificates for approximately 1.5%atél annual load for between ten and 15
year periods. The evaluation of supplier bids bélweighted primarily towards price factors, bgoaby no-price factors such as reliability
and financial stability. All contracts must be apyed by the DPU.

Electric and Gas Rate Decoupling

On July 16, 2008, the DPU issued an order to abddahusetts’ electric and gas distribution utdibynpanies that requires them to develop
plans to decouple their rates/revenues from salksnes. This action is intended to encourage yitilitmpanies to help their customers reduce
energy consumption. Decoupling of rates will allotility companies to carry out the mandates of @A and at the same time collect the
adequate level of revenues to maintain the quality reliability of electric and gas services. Tdrider allows companies to file for recovery of
lost base revenues caused by incremental eneligieaffy spending until their decoupling rate plans approved. Once decoupled rate plans
are approved, revenues will be set at a level desigo recover the utility companies’ incurred sqdts a return on their investment. This
revenue level will be reconciled with actual revesweceived from decoupled rates on an annual Bagdiany over or under collection will be
refunded to or recovered from customers in the esyilosnt year.

This revenue adjustment mitigates the impact oelosales resulting from incremental energy efficieprograms. NSTAR Electric currently
does not expect to file for fully decoupled electates until after the Rate Settlement Agreemepires in 2012. However, NSTAR Gas may
file prior to that date.

Regulatory Proceedings - DPU Safety and Reliabiitygrams (CPSL)

As part of the Rate Settlement Agreement, NSTARfEleis allowed to recover incremental spendingtiie double pole inspection,
replacement/restoration and transfer program a@ditiderground electric safety program, which inekugtray-voltage remediation and
manhole inspections, repairs, and upgrades. Regobdhese Capital Program Scheduling List (CPSists is subject to DPU review and
approval. NSTAR Electric incurred incremental caxt$11 million, $13 million, and $15 million in 28, 2007 and 2008, respectively. This
includes incremental operations and maintenanceearmhue requirements on capital investments. ifla¢ feconciliation of 2006 and 2007
CPSL costs recovery is currently under review lgy@PU. The incremental costs for the year 200 anently under review by the Company
and are estimated to be approximately $16 millM8TAR awaits the results of the 2006 and 2007d8ifrom the DPU prior to submitting the
final 2008 and 2009 CPSL cost recovery reconailigiwith the DPU. NSTAR cannot predict the timifigadPU order related to these
pending filings. Should an adverse decision beeidsuhich disallows a significant portion of CPSlstrecovery, it could have a material
adverse impact to NSTAR’s results of operationgricial position, and cash flows.

Wholesale Power Cost Savings Initiatives

The Rate Settlement Agreement includes incentvesitourage NSTAR Electric to continue its efféotadvocate on behalf of customers at
the FERC to mitigate wholesale electricity cosfficeencies that would be
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borne by regional customers. As a result of ite inltwo RMR cases, NSTAR Electric had sought ttect$9.8 million annually for three
years and began collecting some of these incergivenues from its customers effective January @7 28ubject to final DPU approv:
Through December 31, 2009, approximately $18.9anilhad been collected from customers for the WSadkePower Cost Savings Initiatives.

On November 30, 2009, DPU denied NSTAR Electri@stipn. NSTAR Electric must refund the $18.9 noillialready collected from
customers. The DPU order had no impact on earr@adgse Company did not reflect the amounts colierteevenues.

Basic Service Bad Debt Adder

On July 1, 2005, in response to a generic DPU didgirequired electric utilities in Massachustitsecover the cost of the energy-related
portion of bad debt costs in their Basic ServitesaNSTAR Electric increased its Basic Servicegand reduced its distribution rates for tl
bad debt costs. In furtherance of this generic DRIer, NSTAR Electric included a bad debt cost vecp mechanism as a component of its
Rate Settlement Agreement. This recovery mecha¢hsich debt adder) allows NSTAR Electric to recotgiBasic Service bad debt costs on a
fully reconciling basis. These rates were impleradneffective January 1, 2006, as part of NSTAREIEs Rate Settlement Agreement.

On February 7, 2007, NSTAR Electric filed its 2@#&sic Service reconciliation with the DPU proposamgadjustment related to the increase
of its Basic Service bad debt charge-offs. Thippsed rate adjustment was anticipated to be impitedesffective July 1, 2007. On June 28,
2007, the DPU issued an order approving the imphéation of a revised Basic Service rate. Howeves,DPU instructed NSTAR Electric to
reduce distribution rates by the increase in itsi@8&ervice bad debt charge-offs. Such action woegdlt in a further reduction to distribution
rates from the adjustment NSTAR Electric made wihénplemented the Settlement Agreement. This ddjeat to NSTAR Electric’s
distribution rates would eliminate the fully recdimg nature of the Basic Service bad debt adder.

NSTAR Electric has not implemented the componehth@June 28, 2007 DPU order. Implementation isf dinder would require NSTA
Electric to write-off a previously recorded regalat asset related to its Basic Service bad delischlSTAR Electric filed a Motion for
Reconsideration of the DPU’s order on July 18, 2@ December 14, 2007, the Motion for Reconsid@ratas granted and the DPU
reopened the case to hear additional evidence. RHlActric filed additional testimony in April 200&8n evidentiary hearing was held, and
briefs were filed in June and early July 2008. N&TBlectric believes its position is appropriate #mat it is probable that it will ultimately
prevail. However, in the event the DPU does nat mlits favor, NSTAR Electric intends to pursubledial options. As of December 31, 2009,
the potential impact to earnings of eliminating tizel debt adder would be approximately $20.8 nnijlfzre-tax. NSTAR cannot predict the
timing of this proceeding.

FERC Transmission ROE
Local Transmission Facilities

For participating New England Transmission Ownirsluding NSTAR Electric, a base ROE on transmisdazilities of 11.14% has been
approved by FERC. NSTAR earns this ROE on all ltrsaismission facility investments.

Regional Transmission Facilities
The FERC authorized an ROE on NSTAR'’s regionalsmaission facilities of 11.64%.

Additional Incentive Adders

Additional incentive adders are available and a@dked on a case by case basis in accordancehgitfERC’s most recent national
transmission incentive rules. The FERC may grargreety of financial incentives,
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including ROE basis point incentive adders for digal investments made in new regional transmis&uailities. This 100 basis point adder,
when combined with the FERC’s approved ROEs desdrébove, results in a 12.64% ROE for qualifiedaregl investments. The incentive is
intended to promote and accelerate investmenairsimission projects that can significantly redumegestion costs and enhance reliability in
the region. NSTAR'’s 345 kV Transmission Project pteted in phases through December 2008, amongspthas received this additional
incentive adder.

Other
Energy Efficiency Plans

NSTAR Electric and NSTAR Gas are required to adstéridemar-side management energy efficiency programs. Tha @igcts electric
and gas distribution companies to develop three-geargy efficiency plans. The first three-yeampddfective in 2010 is expected to lead to a
significant expansion of energy efficiency activiilyMassachusetts. Like the historical programes,rtéw thregrear plans may include financ
incentives based on energy efficiency program perémce. In addition, the DPU has stated that it patmit distribution companies that do
yet have rate decoupling mechanisms in place téeim@nt lost base revenue rate adjustment mechatiemhwill partially offset reduce
distribution rate revenues as a result of successfkrgy efficiency programs.

During 2009, NSTAR Electric incurred Energy Efficey expenses of approximately $80.1 million, inolasof program administrator
incentives. NSTAR Electric has filed its 2010 EneEfficiency Plan and anticipates that the progmithamount to about $122 million in
spending. The 2010 plan was approved by DPU onaigrd8, 2010.

During 2009, NSTAR Gas incurred Energy Efficienepenses of approximately $8.2 million, inclusivepobgram administrator incentives.
NSTAR Gas has filed its 2010 Energy Efficiency Pdaa anticipates that the program will amount toul$16.4 million in spending, subje
to DPU approval. The 2010 plan was approved by BRUanuary 28, 2010.

American Recovery and Reinvestment Act of 2009 (ARR

The American Recovery and Reinvestment Act of 280®RA) provides resources for government-fundechgjpgg in several energy-related
areas that have relevance to NSTAR, including gnefficiency, smart grid funding, renewable enefiggancing and transmission projects.
These initiatives are largely directed through fatland state agencies and not-for-profit publierages. NSTAR continues to evaluate the
impact of this legislation on its business initias in these areas. Any action will require reguriatipproval.

In August 2009, NSTAR Electric applied for Fedegednts for its Smart Grid Programs. The requesiadihg represents 50% of the estimated
total project costs. On October 27, 2009 and Nowr2b, 2009, NSTAR Electric received notice frora thS. Department of Energy (DOE)
that it had been awarded grants of approximate8/rillion for three projects related to distributiautomation, smart metering and renewable
energy inter-connections proposals. NSTAR Eleéhnticipates that most of the remaining costs nmivered through the grant process will be
recovered from customers. These projects are pat&i to enhance information technology, commuiticatand monitoring functions and
improve reliability and efficiency on NSTAR Eleati$ distribution network.

Proposed Transmission Investment

NSTAR, together with Northeast Utilities (NU) (cetttively, the Petitioners), filed and received apait on a joint petition with the FERC fol
declaratory judgment that would allow the Petitiant® enter into a bilateral transmission servag®ement with Hydro Quebec (HQ)
subsidiaries. Under this agreement, the Petitioners
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would sell 1,200 MW of firm transmission serviceeowa new, participant-funded transmission tie inanecting New England with the HQ
system in order for HQ to sell and deliver this ssaamount of firm power from the HQ system to ins¢éed parties in New England for a term
of no less than twenty years. This project wouloljite a competitive source of clean power thaaiofable in comparison to current
alternatives and provides for an expansion of Negl&nd’s transmission system without raising regldransmission rates.

The Petitioners and HQ are negotiating:

. A joint development agreement for the design amstaction of a 1,200 MW high-voltage direct cuttrime over mostly existing
rights-of-way in Northern New England to a pointi#® determined in Southern New Hampshire and aferp@ng joint planning
studies for this line

. A long-term bilateral transmission service agreement;

. A Power Purchase Agreement for HQ to sell up t®Q W of firm power to NSTAR, NU and other interegtNew Englan
entities for a period of no less than twenty ye

The transmission service agreement must be appimyéte FERC and the Power Purchase Agreement beti¥®, NSTAR and other
interested New England entities must be approvetthéy appropriate state regulatory agencies. NS8Afipates that, if approved by the
FERC and the DPU, construction will commence in2B21 timeframe and is targeted for completion0&® NSTAR's portion of the
construction funding is estimated to be approxitye$225 million. NSTAR and NU will finance and ovthis transmission line, while HQ will
reimburse NSTAR and NU for the total costs of firigject, including an investment return to NSTARI 8.

General Legal Matters

In the normal course of its business, NSTAR anduitssidiaries are involved in certain legal mattersluding civil litigation. Management is
unable to fully determine a range of reasonablsiids courterdered damages, settlement amounts, and reltigadion costs (legal liabilities
that would be in excess of amounts accrued and ats@overed by insurance. Based on the informatiorently available, NSTAR does not
believe that it is probable that any such legddilides will have a material impact on its consialied financial position. However, it is
reasonably possible that additional legal lial@tthat may result from changes in circumstancekldwmve a material impact on its results of
operations, cash flows or financial condition.

Income Tax Matters
RCN Corporation (RCN) Share Abandonment Tax Treatme

On December 24, 2003, NSTAR exited its investmefRCN by formally abandoning its 11.6 million sheod RCN common stock. As a re
of the RCN share abandonment, the Company claimexddinary loss on its 2003 tax return. In 200@, RS disallowed the classification of
the deduction as an ordinary loss. NSTAR appedlisdiecision and is currently in negotiation witle iRS Appeals office.

Prior to 2007, it was NSTAR’s tax accounting polioyt to recognize tax benefits associated withrazerttain tax position until it was probable
that such tax benefit would ultimately be realiz8&TAR determined that it was less than probalae e tax deduction related to the
abandonment of its RCN investment would ultimatedysustained. Accordingly, NSTAR accrued a taxrkesso as to not recognize the
earnings benefit of this uncertain tax position.

As of January 1, 2007, the potential tax loss wgs@imately $39.6 million. NSTAR adopted an acdingnstandard regarding uncertain tax
positions effective January 1, 2007 which establish tax accounting recognition standard of mdeehlithan-not, which is a lower threshold
than NSTAR'’s previous tax benefit recognition pplitlpon the adoption of the standard, NSTAR recogphithe entire amount plus interest as
an increase to its January 1, 2007 retained eafiazance.

31



WPD-6
Screening.Data.Rart.1.0f.2
Page 9130 of 9808

Table of Contents

Construction-related Costs - Simplified Service tQdsthod (SSCM)

In 2004, NSTAR amended its 2002 Federal incomedaxn to change its method of tax accounting &tain construction-related overhead
costs previously capitalized to plant under a meshmgy prior to SSCM. Under SSCM, certain costsolihwere previously capitalized for tax
purposes are deducted in the year incurred. NSTIAIRed additional deductions related to the taxoaoting method change in its 2002-2004
returns of $368.9 million. In 2005, NSTAR receiviedmal notification from the IRS that the claim s amended income tax return was
denied. NSTAR did not receive the requested reamdunt due.

In August 2005, the IRS issued a Revenue RulingTaedsury Regulations related to the SSCM to duttese levels of construction-related
cost deductions by utilities and others. Under Regulation, the SSCM is not available for the mgjof NSTAR’s constructed property for
the years 2005 and forward. NSTAR was requiredd&era cash tax payment to the IRS of $129.1 milliciate 2006 representing the
disallowed SSCM deductions taken for 2002-2004 akiengh the tax refund was never received. Thisranyt will be fully refunded with
interest to NSTAR, once this tax position is resdivThis refund has been recorded as a currenmia¢ax receivable on the accompanying
Consolidated Balance Sheets.

IRS Appeals and Examinations
As of December 31, 2009, the 2001 through 2007 faéded state tax years remain open (includingd8€M and RCN Share Abandonment
matters) and returns for those years are at theOfi€e of Appeals.

NSTAR is negotiating with IRS Appeals in an attertgpsettle all issues relating to years 2001 thna2@07. To date, we have reacl
agreement on the SSCM issue with a closing agreeexgected to be signed in the first quarter of@1pon approval of the settlement by
U.S. Congress Joint Committee on Taxation, NSTAReeis receipt of the $129 million of its refundaisleome tax receivable, plus interest,
by mid-2010. Potential settlement discussions edl& the RCN matter are continuing, however, ithing of any final settlement is uncertain
as well as whether an agreement can be reachedaat@unt that would be acceptable to NSTAR. If gre@ament is reached, it is reasonably
possible that a charge could be recognized. Sugeagent would also require Joint Committee apprduahe event that NSTAR is
unsuccessful in reaching a reasonable settlemeeémgnt with the IRS Appeals, it will continue therent plan to litigate the RCN tax mat
This action would delay resolution of this tax reatbeyond 2010.

The 2008 Federal income tax return has been exanuinger the IRS Compliance Assurance Process (BAPNSTAR has received a “no
change” letter. The 2009 Federal income tax reilsibeing reviewed under CAP. This program accedsrtite examination of the return in an
attempt to resolve issues before the tax retufitets. The outcome of any potential audit adjustteeand the timing are uncertain.

2010 Earnings Outlook

Earnings per share are expected to be in the $8.48.55 range. This range excludes the anticipga@d on the pending MATEP sale. Major
assumptions supporting NSTAR'’s earnings guidancéh®year 2010 are as follows:

. Performanc-based rate adjustment effective January 1, 201032P6.

. Electric sales increase of about 2%, assuminguarréd normal weather conditions and modestly inafprg economic condition
during the year

. An increase of about $15 million in operations ammintenance expense impacting net inc

. An increase of about $10 million in depreciatiomaatization and property taxe

. Interest costs savings due to recent refinancifgr@-term debt at lower interest rat

. Capital expenditures for the year of approxima$3y0 million, with about $90 million planned forn@us transmission projeci
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Our expectations are based on our current assunspdiescribed above, and are subject to risks acehamnties (Refer to Cautionary
Statement Regarding Forward-Looking Informatigreceding Item 1 Business and Item 1A, “Risk Factors' of this Form 10-K for more
information).

Common Share Dividends

On November 19, 2009, NSTAR's Board of Trusteedated a quarterly cash dividend of $0.40 per skarshareholders of record on
January 8, 2010, payable February 1, 2010. NSTAR'eent annualized rate is $1.60 per share, a @1¢#éase over the previous rate of $1.50
per share. NSTAR expects that the growth ratesafdmmon dividend will continue to be in-line witle growth rate of its earnings per share.
All future dividend decisions are subject to qudyteividend declarations based on the Companyiarfcial position and other relevant
considerations at the time.

Results of Continuing Operations

The following section of MD&A compares the resudfscontinuing operations for each of the threedisears ended December 31, 2009,
2008, and 2007 and should be read in conjunctidim the accompanying Consolidated Financial Statésremd the accompanying Notes to
Consolidated Financial Statements included elsesvimethis report.

2009 compared to 2008
Executive Summal

NSTAR achieved earnings growth for 2009 during & whallenging year as a difficult economic climated unfavorable weather conditic
throughout the year negatively impacted its s&8&STAR performance results in 2009 are as follows:

. EPS increased $0.15 from $2.22 to $2.37, a 6.89ase

. The Compan’s common share dividend was increased in 200919 - the twelfth consecutive year the dividend rate been
increasec

. Cash flows from operations increased from $545iomilto $637.7 million, or 17.0¢
. The total shareholder return (TSR) for 2009 wa$&

. NSTAR is the only company in the EEI Index and Boet 1000 with a positive annual TSR for thirteensazutive years and 1
company in the S&P 500 had this record of achievgi

. NSTAR, NSTAR Electric, and NSTAR Gas each maintditieeir S&P overall credit ratings “A+/A” levels with a stable outloc
. NSTAR completed lor-term debt financing transactions at favorable ggerate:

Earnings per common share were as follows:

Years ended December 3.

2009 2008 % Change

Basic and Dilute~ Continuing operation $2.2¢ $2.11 8.1
Basic and Dilute« Discontinued operatior 0.0¢ 0.11 (18.2)
Total $2.37 $2.27 6.8

Net income attributable to common shareholders$2&8.2 million for 2009 compared to $237.5 millimm 2008. Major factors on an af-tax
basis that contributed to the $15.7 million, or%,6ncrease include:

. Lower operations and maintenance expense primduidyto lower storr-related costs and lower labor costs ($6.0 milliddgo
contributing were lower liability claims, lower aghtising costs, lower outside services, and lovdeniaistrative and other operati
costs ($11.0 million
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Lower net interest charges primarily due to de@sas shor-term interest rates, increased interest income&oonie tax items ar
increased interest income on regulatory deferf&s8(million)

Higher firm gas revenues ($1.3 millia

Higher transmission revenues as a result of inece&gnsmission investment base ($4 milli
Higher circuit performance incentives ($0.9 milljc

Increase in the cash surrender value of insuraaleigs ($3.0 million)

These positive earnings factors were partiallyeiffsy:

Lower electric distribution revenues due to a 3ddérease in sales offset by the annual inflatite adjustment ($1.5 millior

Higher depreciation, amortization, and propertydagenses in 2009 primarily related to higher ratpd electric and gas plant
investment and higher municipal property tax rg#&4 million)

The absence of income from an environmental sedtiéithat occurred during the first half of 2008.@illion)
The absence of a cumulative impact in 2008 of iiglisting the March 29, 2008 FERC ROE order ($2.4ianil

Significant cash flow events during 2009 include tbllowing:

Cash flows from continuing operating activitiesyided approximately $611.2 million, an increas&®98.5 million, as compared
the same period in 2008. The increase is due tocease in earnings driven primarily by decreasmutamortization related
operations and maintenance costs ($30 million)elowcome tax payments primarily related to highemus depreciation and
higher pension and PBOP contributions made negebgarigher periodic cost ($33.2 million), and adEse in accounts
receivable balances resulting from lower relatimergy supply costs ($60.3 million). These posiseerces of cash were partially
offset by a comparative unc-collection of regulatory deferrals in 2009 ($25Iroit).

NSTAR invested approximately $375 million in capijteojects to improve system reliability and capa

NSTAR issued $350 million of 4.5% debentures and NS Electric issued $100 million of 5.625% debeetiwith an effectiv:
rate of 4.97%. NSTAR paid approximately $160 millio common share dividends and retired approxim&e56 million in long-
term and securitized del

Electric and Gas Sale

The following is a summary of retail electric anairf gas and transportation sales for the yearsaidd:

Years ended December 31,

% Change

2009 2008 Increase/(decreast

Retail Electric Sale- MWH
Residentia 6,462,56. 6,560,57. (1.5
Commercial, Industrial, and Oth 14,509,35 15,087,47 (3.9
Total retail sale 20,971,91 21,648,04 (3.2
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Years ended December 31,

% Change
2009 2008 Increase/(decreast
Firm Gas Sales and Transportat- BBtu
Residentia 21,02: 20,76 1.2
Commercial and Industrii 21,59¢ 22,13 (2.9)
Municipal 3,094 2,93: 5.t
Total firm sales 45,71 45,83( 0.3

NSTAR's electric sales in 2009 decreased primarily dua ¢ooler summer during 2009 as compared to 26G81dition, electric sales have
been impacted by the downturn in the economy thatrBsulted in lost sales from commercial officé egtail business vacancies, and by the
impact of customer and NSTAR-sponsored conservatieasures. The 0.3% decrease in firm gas and tetatipn sales is due to greater use
of conservation measures or restrictions on theotisatural gas for all customer segments, and ceroial and industrial customers relocating
their businesses to less costly regions or clogirgto difficult economic conditions. The reductiarsales resulted despite colder weather in
the first quarter and near-normal weather in thetfoquarter of 2009.

Weather, higher fuel costs, conservation measareseconomic conditions affect sales to NSTAR &esstial and small commercial
customers. Economic conditions, higher fuel casts, conservation measures affect NSTAR’s large ceroial and industrial customers. In
terms of customer sector characteristics, industaies are less sensitive to weather than resademd commercial sales, which are influenced
by temperature extremes. Refer to tBéectric Revenue$ and“Gas Revenues$ections below for more detailed discussions.

NSTAR Electri(s retail peak demand for 2009 was 4,507 MW meabareAugust 18, 2009 which was 9% less than théraé high peak
demand of 4,959 MW reached on August 2, 2006.

Weather Conditions

NSTAR forecasts its electric and natural gas dades&d on normal weather conditions. Actual resnég vary from those projected due
actual weather conditions, energy conservation,adher factors. Refer to tH€autionary Statement Regarding Forward-Looking
Informatior” section preceding Iltem 1Business” of this Form 10-K.

The demand for electricity and natural gas is adfédy weather. Weather impacts electric salesagriiynduring the summer and, to a greater
extent, gas sales during the winter season in NS3A&vice area. Customer heating or cooling usaaye not directly correlate with historical
levels or with the level of degree-days that odasrfurther discussed below), particularly when tiveapatterns experienced are consistently
colder or warmer. Also, NSTAR'’s electric and gasibasses are sensitive to variations in daily weratire highly influenced by New
England’s seasonal weather variations, and areptibte to severe storm-related incidents thatadadlversely affect the Company’s ability to
provide energy.

Degree-days measure changes in daily mean tempetatels. A degree-day is a unit measuring howyhtsgrees the outdoor daily mean
temperature falls below (in the case of heating)sas above (in the case of cooling) a base afe@fsees. The comparative information below
relates to heating and cooling degree-days foy#aes 2009 and 2008 and the number of heating @olihg degree-days in a “normal” year as
presented by a 30-year average. NSTAR uses thenal@0-year average” degree-days data to comparentuemperature readings to a
baseline or “normal” period, that is recalculatedry ten years for the preceding 30 years (culyelfil’ 1-2000), as collected at the Worcester,
Massachusetts airport and Boston’s Logan Airparhiating degree-day data and cooling degree-day dsspectively. As shown on the table
below, weather conditions during the first threamers of 2009 measured by heating degree-dayshvigter/colder for 2009

35



WPD-6
Screening.Data.Rart.1.0f.2
Page 9134 of 9808

Table of Contents

as compared to 2008, favorably impacting gas reeenlhe fourth quarter of 2009 was warmer tharséime quarter in 2008, unfavorably
impacting gas revenues. Weather conditions dutieghree summer months ended September 30, 200furedeby cooling degree-days were
11.4% lower/cooler for 2009 as compared to 200&worably impacting electric revenues. Refer to“tBlectric Revenues’and“Gas

Revenue” sections below for more detailed discussions.

Heating Degre-Days

Three Months Ended

March 31 June 3( Sept. 3( Dec. 3. Total
2009 3,352 93¢ 271 2,341 6,902
2008 3,18¢ 874 134 2,414 6,60¢
Normal 3(-Year Average 3,30¢ 972 177 2,362 6,81¢
Percentage that 2009 was (warmer) colder than 5.2% 7.2% 102.2% (3.0% 4.4%
Percentage that 2009 was (warmer) colder thi-year averag 1.5% 3.5% 53.1% (0.1)% 1.3%

Cooling Degree-Days

Three Months Ended

March 31 June 3C Sept. 3C Dec. 3! Total
2009 — 79 512 — 591
2008 — 21C 57¢ 1 78¢
Normal 3(-Year Average — 17€ 59z 8 177
Percentage that 2009 was (cooler) than 2 — (62.9% (11.9% n/m (25)%
Percentage that 2009 was (cooler) tha-year averag — (55.1)% (13.79)% n/m (24)%
n/m- not meaningfu
Operating Revenues
Operating revenues for 2009 decreased 4.9% fror a6@ollows:
Increase/(Decrease
(in millions) 2009 2008 Amount Percen
Electric revenue
Retail distribution and transmissis $1,057.C $ 963.2 $ 93.7 9.7%
Energy, transition, and oth 1,494.¢ 1,676. (181.7) (10.9)%
Total retail electric revenue 2,551.¢ 2,639.¢ (88.0) (3.9%
Gas revenue
Firm and transportatio 146.¢ 144.¢ 1.9 1.3%
Energy supply and othi 335.¢ 408.¢ (73.5) (18.0%
Total gas revenue 482.1 553.% (71.¢) (12.9%
Unregulated operations revent 16.5 15.C 1.3 8.7%
Total operating revenut $3,050.(  $3,208.0  $(158.9) (4.9%

Electric Revenues

NSTAR's largest earnings sources are the revenues ddriom distribution and transmission rates apprdwethe DPU and FERC. Electric
retail distribution revenues primarily represenaiges to customers for recovery of the Company#aanvestment, including a return
component, and operation and maintenance costedelaits electric distribution infrastructure.&transmission revenue component
represents charges to customers for the recovesiynitar costs to move the electricity over hightage lines from the generator to the
Company'’s distribution substations.
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The increase of $93.7 million, or 9.7%, in retadtdbution and transmission revenues primarilyaes:

. Increased transmission revenues primarily duega¢hovery of a higher transmission investment K84&.2 million) and recover
of higher regional network service and other c¢85L million)

This increase was partially offset by:

. Decreased sales of 3.1% due to the impact of weatmelitions, economic conditions, and customeseoration measure
partially offset by increased electric revenuesiitegy from the annual inflation rate adjustmer@.&million)

Energy, transition, and other revenues primaripresent charges to customers for the recoverysitdéncurred by the Company in order to
acquire the energy supply on behalf of its custena@d a transition charge for recovery of the Camjsaprior investments in generating ple
and the costs related to long-term power contrddts.energy revenues relate to customers beindgdadenergy supply under Basic Service.
These revenues are fully reconciled to the costsried and have no impact on NSTARonsolidated net income. Energy, transition, aher
revenues also reflect revenues related to the Coyfgability to effectively reduce stranded costeéntive entitlements), rental revenue from
electric property, and annual cost reconciliatieretup adjustments. The $181.7 million decreasmergy, transition, and other revenues is
primarily attributable to lower energy costs. Urleoled transition costs as a result of the redostin transition rates are deferred and collected
through future rates with a carrying charge.

Gas Revenues

Firm and transportation gas revenues primarilyespnt charges to customers for the Company’s regafeosts of its capital investment in
gas infrastructure, including a return componend, for the recovery of costs for the ongoing operaand maintenance of that infrastructure.
The transportation revenue component representgehéo customers for the recovery of costs to ntbgenatural gas over pipelines from gas
suppliers to take stations located within the Comypaservice area. The $1.9 million increase imfand transportation revenues is primarily
attributable to colder weather conditions in thistfquarter partially offset by customers reducseage as a result of economic concerns. These
factors resulted in the decrease in sales volurh@s3eo.

Energy supply and other gas revenues primarilyasgnt charges to customers for the recovery o§ ¢ogshe Company in order to acquire the
natural gas in the marketplace and a charge fovery of the Company’s gas supplier service cagig.energy supply and other revenues
decrease of $73.5 million primarily reflects a @ee in the cost of gas supply. These revenudalreeconciled with the cost currently
recognized by the Company and, as a result, dbanag an effect on NSTAR'’s consolidated net income.

Unregulated Operations Revenues

Unregulated operating revenues are derived fromARB3 telecommunications operations. Unregulatedatigg revenues were $16.3 million
through December 31, 2009 compared to $15.0 miliad2008, an increase of $1.3 million, or 8.7%. Ti&ease in unregulated revenues is
primarily the result of new contracts added overphast year.

Operating Expenses

Purchased power and transmission costsere $1,260.5 million in 2009 compared to $1,358ilfion in 2008, a decrease of $93.2 million, or
6.9%. The decrease in expense reflects NSTAR kd&ctower sales of 3.1%, as well as lower Basiovige and other energy costs of $140.6
million. These decreases are partially offset lghbi transmission costs of $47.4 million primadlye to an increase in regional network
support costs. NSTAR Electric adjusts its ratesoitect the costs related to energy supply frontamsrs on a fully reconciling basis. Due to
this rate adjustment mechanism, changes in the ahod@energy supply expense have no impact on diolaged net income.
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Cost of gas sold representing NSTAR Gas’ supply expense, was $28ilion in 2009 compared to $372.4 million in B)& decrease of
$74.5 million, or 20%. The decrease in cost refiele slight 0.3% decrease in sales, as well asrlsterage and supply costs due to the
fluctuations in energy markets, partially offsetthg higher settlement of cash flow hedging coms¢rdaring the current year that increased
expenses by $31.3 million. NSTAR Gas adjusts issréo collect costs related to gas supply fromtazusrs on a fully reconciling basis and
therefore changes in the amount of energy supggrese have no impact on consolidated net income.

Operations and maintenance expensgas $409.5 million in 2009 compared to $438.2 willin 2008, a decrease of $28.7 million, or 6.5%.
The primary factors were lower liability claims t¢$6.1 million), lower labor and labor-related t0655.4 million), lower storm-related costs
($4.4 million), lower outside services and lowenaistrative and other operating costs ($11.9 onil)j and lower fuel costs due to declining
prices ($2.1 million). In addition, there were laweension and PBOP related PAM amortization c&s3(million). Fluctuations in PAM
amortization do not have an earnings impact astbests are fully recovered through the pensionstiiient mechanism. These factors are
partially offset by higher bad debt expense of 338illion).

Depreciation and amortization expensevas $370.1 million in 2009 compared to $369.8 wiillin 2008, an increase of $0.3 million or less
than 1%. The increase primarily reflects higherrdejable distribution and transmission plant inv8ar partially offset by completion of the
10-year amortization related to merger integratiosts.

DSM and renewable energy programs expenseas $89.0 million in 2009 compared to $73.3 millior2008, an increase of $15.7 million, or
21.4%, which is consistent with the collection ofhservation and renewable energy revenues. Thedsereflects higher spending levels
during 2009 required by the Green Communities & A). All costs are in accordance with program gliites established by the DPU. DSM
program costs are funded partially through procéexns the Regional Greenhouse Gas Initiative anduph NSTAR’s participation in the
Forward Capacity Market. The remaining costs atlected from customers on a fully reconciling bagisis a performance incentive.

Property and other taxeswere $107.1 million in 2009 compared to $95.8 miilin 2008, an increase of $11.3 million, or 11.8¥imarily
reflecting higher overall property investments ($8illion) and higher municipal property tax rafg6.3 million). NSTAR’s municipal
property taxes are generally assessed based toolevalue rather than assessed fair value.

Interest charges (income

Long-term debt and transition property securitization certificate interest chargesvere $152.1 million in 2009 compared to $154.3 innill
in 2008, a decrease of $2.2 million, or 1.4%. Therdase in interest charges reflects:

. Lower interest costs of $8.6 million on transitjpoperty securitization debt attributable to schedyprincipal pay down

This decrease was partially offset by:
. Higher interest costs of $4.6 million associatethidSTAR Electri’s February 2009 $100 million issuance of 5.625%edalres
. Higher interest costs of $1.9 million associatethidSTAR' s November 2009 $350 million issuance of 4.5% delyen

Interest income and other, netvere $24.4 million of net interest income in 20@npared to $18 million of net interest income iW&0an
increase of $6.4 million, or 35.6%, due to increkisgerest income of $4.7 million related to highegulatory deferrals and higher interest
income on income tax matters of $2.2 million.
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Short-term debt interest chargeswere $1.4 million in 2009 compared to $10.3 milliar2008, a decrease of $8.9 million, or 86.4%, wuthe
reduction of 198 basis points in the 2009 weiglategrage borrowing rate. The weighted average sbori-interest rates including fees were
0.41% and 2.39% in 2009 and 2008, respectively.aMeezage level of borrowed funds in 2009 was nehdysame as in 2008.

Other income (deductions):

Other income was approximately $9.2 million in 2009 compare®18.3 million in 2008, a decrease of $4.1 millidhe decrease relates
primarily to the absence of a favorable environraksgttlement in 2008 ($4.8 million), the absencecmpany-owned life insurance proceeds
received in 2008 ($1.3 million) and lower interggtome in 2009 ($1.7 million). These amounts amtiglly offset by increases in the cash
surrender value of insurance policies that occuimezD09 ($4.3 million).

Other deductionswere approximately $3.7 million in 2009 compare&%00 million in 2008, a decrease of $1.3 millidhe decrease in other
deductions primarily reflects the absence of a $iilbon decrease in the cash surrender valuefefitisurance policies that occurred in 2008.

Income tax expens

Income tax expensavas $146.9 million in 2009 compared to $140.7 willin 2008, an increase of $6.2 million, or 4.4%marily reflecting
the higher pre-tax operating income in 2009.

2008 compared to 2007
Executive Summal
NSTAR achieved several positive performance resul2908:

. EPS increased $0.15 from $2.07 to $2.22. This Tr2¥kase reflects increased distribution revenhigher transmission revenut
and lower interest cos

. The Compan’s common share dividend was increased in 200819
. NSTAR, NSTAR Electric, and NSTAR Gas each maintditieir S&P overall credit ratings “A” levels

Earnings per common share were as follows:

Years ended December 3.

2008 2007 % Change

Basic and Dilute- Continuing operation $2.11 $1.9¢ 6.C
Basic and Dilute(- Discontinued operatior 0.11 0.0¢ 37.t
Total $2.22 $2.07 7.2

Net income attributable to common shareholders$235.5 million for 2008 compared to $221.5 milliimm 2007. Major factors on an after 1
basis that contributed to the $16.0 million, or98,2ncrease include:

. Higher electric distribution revenues ($11.5 mitljc

. Higher transmission revenues as a result of ineeransmission investment base ($13.9 mill

. Non-recurring cumulative impact of implementing the Ba2008 FERC transmission order ($2.4 milli
. Higher earnings from NSTA's unregulated businesses ($1.2 milli

. Higher earnings from NSTA's discontinued operations ($3.1 millic
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. Environmental insurance settlement ($2.9 milli

. Lower net interest expense primarily as a resutteafreased interest rates and increased intemeshirelated to higher regulatc
asset balances ($7.0 millio

These positive earnings factors were partiallyeiffsy:

. Higher operations and maintenance expenses ($8i@rmpprimarily relating to unplanned expenditurfes litigation and claim:
($3.0 million), and higher storm-related costs &illion). The remaining increase relates to highbor costs including union
contract negotiations that concluded in January:

. Higher depreciation and amortization and propeakyexpenses in 2008 related to higher deprecidbdérie and gas distribution
plant ir-service ($9.1 million

. Lower firm gas revenues due to lower sales of (%8 million)
. Absence of the 2007 recognition of interest incameertain tax matters ($3.0 millio

Significant cash flow events during 2008 includeed tollowing:

. Cash flows from continuing operating activitiesyided approximately $517.7 million, an increas&46.1 million as compared to
the same period in 2007. The increase is due tocease in operating income driven by increasedtet distribution revenues,
favorable changes in various working capital badésnand lower income tax payments. These items @ftget by higher pension
contributions ($70 million) during 20C

. NSTAR invested approximately $415 million in capjteojects to improve capacity and reliability afrtinuing operation

. NSTAR paid approximately $149.5 million in commdrase dividends and retired approximately $155.2%anilin lonc-term anc
securitized dek

. Shor-term borrowings increased from $403.4 million t@$® million during 2008, an increase of $179.5ioml

Electric and Gas Sale
The following is a summary of retail electric anairf gas and transportation sales for the yearsaidd:

Years ended December 31,

% Change
2008 2007 Increase/(decreast
Retail Electric Sale- MWH
Residentia 6,560,57. 6,598,28: (0.6
Commercial, Industrial, and Oth 15,087,47 15,056,96 0.2
Total retail sale 21,648,04 21,655,224 0.C
Years ended December 3:
% Change
2008 2007 Increase/(decreast
Firm Gas Sales and Transportat- BBtu
Residentia 20,76: 21,79: 4.7
Commercial and Industrii 22,13« 21,78¢ 1.€
Municipal 2,93 2,88t 1.7
Total firm sales 45,83( 46,46: (2.9
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NSTAR's electric sales in 2008 were flat primarily dogte unfavorable weather conditions resulting feoooler summer during 2008 as
compared to 2007. In addition, electric sales vimgacted by the downturn in the economy that reslil lost sales from commercial office
and retail business vacancies, and also by thedngf@ustomer and NSTAR-sponsored conservatiorsarea. The 1.4% decrease in firm gas
and transportation sales was due to the milderewineather that directly impacted residential saféset by the shift of commercial and
industrial customers converting to using natural fgam fuel oil. All gas customer segments wereagipd by continued customer conserva
efforts.

Weather, higher fuel costs, conservation measareseconomic conditions affected sales to NSTABRSdential and small commercial
customers. Economic conditions, higher fuel caats, conservation measures affected NSTAR'’s largawercial and industrial customers.
Refer to the'Electric Revenue$ and “Gas Revenues$ections below for more detailed discussions.

NSTAR Electri(s retail peak demand for 2008 was 4,379 MW meakareJuly 9, 2008. This was 11.7% less than théra# high peak
demand of 4,959 MW reached on August 2, 2006.

Weather Conditions

Weather conditions during the three months endedtiMal, 2008 and June 30, 2008 measured by hedgoge-days were 4.3% and 14.1%
lower/warmer for 2008 as compared to 2007, unfaWgrinpacting gas revenues. Weather conditionsnduttie three months ended
September 30, 2008 measured by cooling degreevaengs10.4% lower/cooler for 2008 as compared tor20afavorably impacting electric
revenues. Refer to tH&lectric Revenues’and“Gas Revenues’ections below for more detailed discussions.

Heating Degre-Days

Three Months Ended

March 31 June 3( Sept. 3( Dec. 3. Total
2008 3,18¢ 874 134 2,41¢ 6,60¢
2007 3,33( 1,01% 161 2,27¢ 6,782
Normal 3(-Year Average 3,33¢ 972 177 2,362 6,85(
Percentage that 2008 was (warmer) colder than (4.9% (14.1% (16.6% 6.2% (2.60%
Percentage that 2008 was (warmer) colder thi-year averag (4.6)% (10.1)% (24.9% 2.2% 3.5%

Cooling Degree-Days

Three Months Ended

March 31 June 3( Sept. 3( Dec. 3! Total
2008 — 21C 57¢ 1 78¢
2007 — 231 64E 31 907
Normal 3(-Year Average 1 17& 593 8 17
Percentage that 2008 was (cooler) than 2 n/m (9.1)% (10.9% n/m (13.0%
Percentage that 2008 was warmer (cooler) thi-year averag n/m 20.(% (2.5% n/m 1.5%

n/m- not meaningfu
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Operating Revenues
Operating revenues for 2008 increased 2.3% fronY 280follows:

Increase/(Decrease)
(in millions) 2008 2007 Amount Perceni
Electric revenue
Retail distribution and transmissir $ 963.c $ 957.( $ 6.3 0.7%
Energy, transition, and oth 1,676.: 1,605.¢ 70.4 4.4%
Total retail electric revenue 2,639.¢ 2,562.¢ 76.7 3.C%
Gas revenue
Firm and transportatio 144.¢ 152.( (7.0 (4.7%
Energy supply and oth: 408.¢ 408.4 0.4 0.1%
Total gas revenue 553.7 560.4 (6.7) (1.2%
Unregulated operations revent 15.C 12.¢ 2.2 17.2%
Total operating revenut $3,208.! $3,136.: $ 722 2.3%

Electric Revenues

NSTAR's largest earnings sources are the revenues defriom distribution and transmission rates apprawethe DPU and FERC. Electric
retail distribution revenues primarily represenarges to customers for recovery of the Companyp#ta@anvestment, including a return
component, and operation and maintenance costedelaits electric distribution infrastructure.éltransmission revenue component
represents charges to customers for the recovesiynitar costs to move the electricity over hightage lines from the generator to the
Company'’s substations.

The increase of $6.3 million, or 0.7%, in retastdbution and transmission revenues primarilyeetd:

. Higher distribution revenues due to the impacthefannual inflatio-adjustment to distribution rates. This annual iidla-
adjustment was offset by an equal and corresporndithgction in transition rates ($18.9 millic

. Increased transmission revenues was primarily dugcteased transmission investment base ($251Bn)i

These increases were partially offset by:

. Decreased transmission revenues related to lowecdsted reliability mu-run (RMR) payments to energy generators ($.
million) that are fully recoverable from custom:

Energy, transition, and other revenues primaripresent charges to customers for the recoverysigdncurred by the Company in order to
acquire the energy supply on behalf of its custena@d a transition charge for recovery of the Camfsaprior investments in generating ple
and the costs related to long-term power contrdtts.energy revenues relate to customers beingdadenergy supply under Basic Service.
These revenues are fully reconciled to the costsried and have no impact on NSTARonsolidated net income. Energy, transition, ather
revenues also reflect revenues related to the Coyfgability to effectively reduce stranded costeéntive entitlements), rental revenue from
electric property, and annual cost reconciliatioretup adjustments. The $70.4 million increasenergy, transition, and other revenues was
primarily attributable to the increased recovergnérgy supply costs. Uncollected transition cheuagea result of the reductions in transition
rates are being deferred and collected throughduttes with a carrying charge.
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Gas Revenues

Firm and transportation gas revenues primarilyespnt charges to customers for the Company’s regafeosts of its capital investment in
gas infrastructure, including a return componend, for the recovery of costs for the ongoing operaand maintenance of that infrastructure.
The transportation revenue component representgeh#o customers for the recovery of costs to ntbgenatural gas over pipelines from gas
suppliers to take stations located within the Conypaservice area. The $7.1 million decrease in fingh taansportation revenues was prime
attributable to warmer winter weather conditionfsef by customers converting to natural gas froieriaate fuel sources as a result of higher
energy price concerns. These factors resulteceinlétrease in sales volumes of 1.4% through Deaedih@008.

Energy supply and other gas revenues primarilyasgnt charges to customers for the recovery o ¢ogshe Company in order to acquire the
natural gas in the marketplace and a charge fovery of the Company’s gas supplier service cagig.energy supply and other revenues
increase of $0.4 million primarily reflects an irese in the cost of gas supply offset by the Imaérs demand. These revenues are fully
reconciled with the costs currently recognizedh®y €ompany and, as a result, do not have an effette Company’s earnings.

Unregulated Operations Revenues

Unregulated operating revenues are derived fromARB3 telecommunications operations. Unregulateé&nerxes were $15.0 million in 2008
compared to $12.8 million in 2007, an increase22$nillion, or 17.2%. The increase in unregula@e:nues was primarily the result of 2008
license fee revenue exceeding 2007 due to the wdloew contracts added over 2008 exceeding thagestapsed in 2008.

Operating Expenses

Purchased power and transmission costsere $1,353.7 million in 2008 compared to $1,318ilon in 2007, an increase of $35.4 million,
2.7%. This increase in expense primarily refle@&4.8 million of higher transmission costs. NSTARG@tic adjusts its rates to collect the costs
related to energy supply from customers on a fudbonciling basis. Due to this rate adjustment raatdm, changes in the amount of NSTAR
Electric’s energy supply expense have no impaearnings.

Cost of gas sold representing NSTAR Gas’ supply expense, was #3mlion in 2008 compared to $375.8 million in ZQ& decrease of
$3.4 million, or 0.9%. The decrease in this cosnprily reflects the 1.4% decrease in firm gassaled the lower settlement of hedging
contracts during the current year that decreaspdreses by $14.8 million, partly offset by highestsoof gas supply. NSTAR Gas maintains a
flexible resource portfolio consisting of gas syppbntracts, transportation contracts on intergtgielines, market area storage, and peaking
services. NSTAR Gas adjusts its rates to collestscelated to gas supply from customers on a falbpnciling basis and therefore changes in
the amount of energy supply expenses have no inguaearnings.

Operations and maintenance expensgas $438.2 million in 2008 compared to $427 milliore007, an increase of $11.2 million, or 2.6%.
This increase primarily relates to higher labor &imbr related costs, higher than planned insurandeclaims costs, higher advertising costs,
and higher storm-related costs.

Depreciation and amortization expensevas $369.8 million in 2008 compared to $360.2 willin 2007, an increase of $9.6 million or 2.7%.
The increase primarily reflects higher deprecialigribution and transmission plant in-service. Tierease in transmission plant is primarily
related to the in-service of NSTAR’s 345 kV projeactDecember 2008.

DSM and renewable energy programs expenseas $73.3 million in 2008 compared to $70.9 millinrR007, an increase of $2.4 million, or
3.4%, which is consistent with the collection ofservation and renewable energy revenues. Thesearesin accordance with program
guidelines established by the DPU and are colleftted customers on a fully reconciling basis pladrecentive return.
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Property and other taxeswere $95.8 million in 2008 compared to $89.1 millia 2007, an increase of $6.7 million, or 7.5%leating higher
overall property investments and higher tax rates.

Interest charges (income

Long-term debt and transition property securitization certificate interest chargesvere $154.3 million in 2008 compared to $147.5 innill
in 2007, an increase of $6.8 million, or 4.6%. Tinerease in interest charges reflects:

. $15.2 million in additional interest costs assoaiateth NSTAR Electri’s $300 million Debentures issued in November 2

This increase was partially offset by:

. Lower interest costs on transition property semaiton debt of $8 million resulting from redempi®of these securities.
Securitization interest represents interest onriegation certificates of BEC Funding, BEC Fundiigand CEC Funding, and is
collateralized by the future income stream assediatimarily with NSTAR Electri's stranded cos

Interest income and other, netwvere $18 million of net interest income in 2008 pamred to $9.4 million of net interest income in 208n
increase of $8.6 million, or 91.4%, due to increbisgerest income of $14.8 million related to highegulated asset balances of uncollected
transition charges that are deferred and will Heected through future rates. These amounts wdsebby lower interest income on income tax
matters of $4.5 million.

Short-term debt interest chargeswere $10.3 million in 2008 compared to $25.5 millia 2007, a decrease of $15.2 million, or 59.6%e tb
the reduction of 294 basis points in the 2008 weigtaverage borrowing rate. The weighted average-térm interest rate including fees was
2.39% and 5.33% in 2008 and 2007, respectivelyo Atmntributing to the lower costs in 2008 was &%8reduction in the average level of
borrowed funds as compared to 2007.

AFUDC decreased $2.1 million in 2008 due to lower shemtatborrowing rates.

Other income (deductions):

Other income was approximately $13.3 million in 2008 compare&1d.2 million in 2007, a decrease of $0.9 millidhe decrease reflects
lower earnings from the Company’s equity investraamtd lower interest and dividend income. Thesefaavere partially offset by proceeds
of $4.8 million in 2008 resulting from an environntal site insurance settlement.

Other deductionswas approximately $5 million in both 2008 and 2007.

Income tax expens

Income tax expensavas $140.7 million in 2008 compared to $129.2 wiillin 2007, an increase of $11.5 million, or 8.§¥marily reflecting
the higher pre-tax operating income in 2008.

Liquidity, Commitments and Capital Resources
Financial Market Impact

Ongoing volatility and uncertainty in the financiabhrkets may adversely impact the availability refdit and the cost of credit to NSTAR and
its subsidiary companies. However, during 2009, NRTwas able to successfully access capital matkessue long-term debt and also to
facilitate short-term financing for working capital
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needs. NSTAR and its subsidiaries utilize the conciakpaper market to meet their shtgtm cash requirements. NSTAR and NSTAR Ele
currently have Revolving Credit Agreements in pldoeugh December 2012. These Credit Agreement® sex a liquidity backup to the
commercial paper program. Short-term commerciaépdpbt obligations are commonly refinanced to lergn obligations with fixed-rate
bonds or notes as needed or when interest ratepas@lered favorable. Refer to the accompanyieim LA, Risk Factorsfor a further
discussion.

As a result of volatility in the financial markedad its impact on NSTAR’s Pension and PBOP Plaadstnaents, NSTAR continues to evaluate
the extent to which it may make additional cashtidbutions. Should NSTAR elect to increase its lefdunding to these plans, NSTAR
believes it has adequate access to capital resotocipport its contributions.

Working Capital

NSTAR anticipates refinancing its current matusittéf lon¢-term debt obligations. NSTAR (Holding company) ha®500 million note due in
February 2010. NSTAR Electric has a $125 milliotendue in May 2010. NSTAR and NSTAR Electric filegbint Registration Statement on
Form S-3 on October 9, 2009 in preparation for fidspublic debt offerings. On November 17, 200STAR issued $350 million in 4.50%
Debentures due 2019 that was used to partiallyceedhort-term borrowings with the remainder invéste a short-term basis. The short-term
borrowing capacity and short-term investments teatilted from the November 17, 2009 $350 milliobatgure issuance are expected to be
utilized to help pay the $500 million note due gbFuary 2010. On January 14, 2010, NSTAR Gas ahtete a $125 million Bond Purchase
Agreement with private investors on a 10-year Rtettgage Bond series at a coupon rate of 4.46%diRg took place on January 28, 2010.
NSTAR believes that it has adequate access to-term credit markets to facilitate its working dapneeds at favorable terms.

Capital Expenditures and Contractual Obligations
The most recent estimates of capital expenditwe2d10 and the years 2011-2014 are as follows:

(in millions) 2010 2011201¢
Plant expenditure:

Electric $317 $ 1,13(

Gas 53 17¢

$37C $ 1,30(

The amounts shown above exclude expenditures farARS proposed transmission investment with Northedtilities and Hydro-Quebec as
these costs will be incurred by an entity that Wwélcreated to hold these assets.

Management continuously reviews its capital expemdiand financing programs. These programs anddtimates included in this Form kKO-
are subject to revision due to changes in regulatmuirements, operating requirements, environalesthndards, availability and cost of
capital, interest rates and other assumptions.
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In addition to plant expenditures, NSTAR enters iatvariety of contractual obligations and othenodtments in the course of ordinary
business activities. The following table summari®&T AR’s significant contractual cash obligatiorssod December 31, 2009:

Years

(in millions) 2010 2011 2012 2013 2014 Thereafter Total

Long-term debt maturitie $ 62€ $ 2 $40z $ 2 $317 $ 1,03t $2,38i
Interest obligations on loi-term deb 117 92 92 73 65 461 90C
Securitization obligation 58 84 84 4 — — 27C
Interest obligations on transition property seéation 13 8 5 1 — — 27
Leases of propert 7 7 7 7 5 6 39
Leases of capital equipme 7 7 6 5 4 7 36
Purchase obligatior 14 3 1 — — — 18
Pension and PBOP obligatio 60 75 90 80 8C — 38t
Electric capacity obligatior 2 2 2 2 3 12 23
Gas transportation & storage agreem 66 70 55 35 31 13¢ 39¢
Decommissioning of nuclear generating u 8 9 9 8 8 7 49
Electric interconnection agreeme 3 3 3 3 3 45 60
Purchase power b-out obligations 14C 75 32 27 31 41 34¢€
Total obligations (a $1,121 $437 $78t $287 $547 $ 1,75€¢ $4,93¢

(& Management has not included its uncertain tax jposkiability as the timing of a payment, if anygrmot be reasonably estimated. A
December 31, 2009, $15 million has been recordeshamcertain tax position liability. Refer to N@e“Income Taxes,"in the
accompanying Notes to the Consolidated Financitke8tents

Transition property securitization payments refleaturities issued in 1999 by BEC Funding LLC, em2005, additional transition property
securitization bonds issued through BEC FundinglllC and CEC Funding, LLC. These funding entitiesaver the principal and interest
obligations for their transition property secuition bonds from customers of NSTAR Electric, tlglo@ component of NSTAR Electric’s
transition charges and, as a result, these payofdigations do not affect NSTAR’s overall cash flow

Purchase obligations relate to transmission artdlalision equipment, computer software and equipinemd various supplies.

Management cannot estimate projected Pension a@PRBntributions beyond 2014. Refer to NotéPEnsion and Other Postretirement
Benefits” in the accompanying Notes to the Consolidated FiahStatements.

Electric capacity and gas transportation and stoddgdigations reflect obligations for purchased poand the cost of gas, respectively, and are
fully recoverable. As a result, these payment alians do not affect NSTAR’s results of operations.

Obligations related to the decommissioning of naiclgenerating units are based on estimates fronfahkee Companies’ management and
reflect the total remaining approximate cost focaamissioning and/or security or protection of e units in which NSTAR Electric has
equity investments. Decommissioning costs are fildbpverable from customers.

The electric interconnection agreement relatessiogle interconnection with a municipal utilityrfadditional capacity into NSTAR Electric’s
service territory.
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The purchase power buy-out obligation relates t& AIS Electric’s execution of several agreementsug-but or restructure certain long-term
purchase power contracts. NSTAR Electric fully ners these payments through its transition chargese amounts represent payments by
NSTAR Electric for these agreemer

Current Cash Flow Activity

NSTAR's primary uses of cash in 2009 included capit@legxitures, dividend payments, long-term and sgzed debt redemptions and
contributions to the Pension and PBOP plans. NSEARImary sources of cash in 2009 included cash ftectric and gas operations and
issuance of $450 million in long-term debt.

Operating Activities
The net cash provided by continuing operating &&wwas $611.2 million in 2009, as compared td&3 million in 2008, an increase of

approximately $93.5 million primarily due to aniaase in earnings driven by decreased operatiahsiamtenance costs and lower income
tax payments related to higher bonus depreciatiotighy offset by higher contributions to the pemsand postretirement plans.

Investing Activities

The net cash used in investing activities of cantig operations in 2009 was $375.7 million, comgame$404.7 million in 2008. The majority
of these expenditures were for system reliabilitpiovements and capacity improvements in the NS$&Rice territory. The decrease in p
expenditures was primarily due to the completioN8TAR’s 345kV Transmission Project in 2008.

Financing Activities
Net cash used in financing activities of continuamgerations in 2009 was $118.1 million comparefi85.1 million in 2008. Uses of ca
primarily reflect long-term and securitized detdemptions of $155.7 million in 2009 compared to%25million in 2008 and dividend
payments of $162.2 million in 2009 compared to $35tillion in 2008. In addition, NSTAR’s short-terdebt decreased by $241.9 million to

$341 million at December 31, 2009 compared to $b&illion at December 31, 2008. Sources of casindu009 included proceeds from
NSTAR Electri’s issuance of $100 million in long-term debt an8TR’s issuance of $350 million in long-term debt.

Income Tax Payments

During 2009 and 2008, NSTAR made income tax paysmeh$91.3 million and $124.5 million, respectivelywer required income tax
payments are primarily attributable to benefitsrfrbonus depreciation on assets placed in-servidegithe year and also tax benefits from
pension contributions during 2009.

Refundable Income Tax

The refundable income tax of $129.1 million relatedhe SSCM will be fully refunded to NSTAR inciad interest. Subject to timely
completion of IRS appeals discussions this amauakpected by June 2010. Refer to Notél&ome Taxes,”in the accompanying Notes to
the Consolidated Financial Statements for additidetails

Long-Term Financing Activities

On February 13, 2009, NSTAR Electric sold, at anpuen, $100 million of fixed rate (5.625%) Debentsidtie November 15, 2017 (effective
rate of 4.976%). The Debentures form a single sen are fungible with NSTAR Electric’'s 5.625% 830illion Debentures due
November 15, 2017 issued on November 19, 2
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On November 17, 2009, NSTAR sold, at a discourb0$8illion of fixed rate (4.50%) Debentures due Nimber 15, 2019.

On January 14, 2010, NSTAR Gas entered into a #iillion Bond Purchase Agreement with a group ofate investors for a 10 year, 4.46%
series of First Mortgage Bonds. Funding took placeanuary 28, 2010.

Short-Term Financing Activities

NSTAR's shortterm debt decreased by $241.9 million to $341 anlat December 31, 2009 compared to $582.9 mididdecember 31, 20C
The decrease resulted primarily from pay down oficeercial paper with proceeds from long-term dettasces.

The banking arrangements in place require NSTARi@rglbsidiaries to make daily cash transfersitm fvendor checks that are presented for
payment. These banking arrangements do not pereiight of offset among the Company’s subsidiagash accounts. In the event of a
credit book balance in any one of the Company’s e@sounts resulting from uncleared checks, the gaoy will adjust its disbursement cash
account accordingly. Changes in the balances dfligi®irsement cash accounts are reflected in fingractivities in the accompanying
Consolidated Statements of Cash Flows.

Sources of Additional Capital and Financial CovenahRequirements

With the exception of bond indemnity agreementsT AIS has no financial guarantees, commitments, deldase agreements that would
require a change in terms and conditions, suclt@aeration of payment obligations, as a resu#t ohange in its credit rating. However, in
addition to the bond indemnity agreements, NSTA®RIlssidiaries could be required to provide additiseaurity for energy supply contract
performance obligations, such as a letter of cfeditheir pro-rata share of the remaining valuswth contracts.

NSTAR and NSTAR Electric have no financial covenauguirements under their respective |-term debt arrangements. Pursuant to a
revolving credit agreement, NSTAR Electric must mtain a total debt to capitalization ratio no geedhan 65% at all times, excluding
Transition Property Securitization Certificates @&xdluding accumulated other comprehensive losa frommon equity. NSTAR Gas was in
compliance with its financial covenant requirementduding a minimum equity requirement, undeddsg-term debt arrangements at
December 31, 2009 and 2008. NSTAR'’s long-term d#ir than its secured debt, issued by NSTAR GddvekTEP, is unsecured.

NSTAR (Holding Company) currently has a $175 miili@volving credit agreement that expires Decen3fie2012. At December 31, 20

and 2008, there were no amounts outstanding uhdeetolving credit agreement. This credit faciibrves as a backup to NSTAR’s $175
million commercial paper program that, at Decen8#er2009 and 2008, had zero and $175 million ontsta, respectively. Under the terms
of the credit agreement, NSTAR is required to naina maximum total consolidated debt to total tzdigiation ratio of not greater than 65%
all times, excluding Transition Property Securitiaa Certificates, and excluding accumulated ottenprehensive loss from common equity.
Commitment fees must be paid on the total agreearantint. At December 31, 2009 and 2008, NSTAR wdgli compliance with the
aforementioned covenant as the ratios were 59.806@r2%, respectively.

On April 6, 2009, the DPU approved NSTAR Electrin&swy two-year financing plan to issue an additid@)0 million in long-term debt
securities. On October 9, 2009, in connection Witk filing, NSTAR and NSTAR Electric filed an uniited joint registration statement on
Form S3 with the SEC to issue debt securities from tim#érme in one or more series. NSTAR and NSTAR Elechay use the proceeds frc
the prospective issuance of these securities éoradlemption or repayment of outstanding long-téefnt and short-term debt balances and/or
general working capital purposes.

48



WPD-6
Screening.Data.Rart.1.0f.2
Page 9147 of 9808

Table of Contents

NSTAR Electric has approval from the FERC to issher-term debt securities from time to time on or bef@ctober 22, 2010, with maturity
dates no later than October 21, 2011, in amourts that the aggregate principal does not exceefl §6lion at any one time. NSTAR
Electric has a five-year, $450 million revolvingedit agreement that expires December 31, 2012. Mexvanless NSTAR Electric receives
necessary approvals from the DPU, the credit ageeemill expire 364 days from the date of the fitshw under the agreement. At
December 31, 2009 and 2008, there were no amoutgtaading under the revolving credit agreemenits €redit facility serves as backup to
NSTAR Electri’'s $450 million commercial paper program that hadil$@illion and $354.6 million outstanding balane¢®ecember 31, 20
and 2008, respectively. Under the terms of the lk@vg credit agreement, NSTAR Electric is requitednaintain a consolidated maximum
total debt to capitalization ratio of not greateait 65% at all times, excluding Transition Prop&weguritization Certificates, and excluding
accumulated other comprehensive loss from commaityedit December 31, 2009 and 2008, NSTAR Eleotrés in full compliance with its
covenants in connection with its short-term créatiilities, as the ratios were 46.5% and 47.6%peetvely.

NSTAR Gas has a $100 million line of credit. Thitelof credit is due to expire on December 10, 2@&0of December 31, 2009 and 20
NSTAR Gas had zero and $53.3 million outstandiagpectively

On November 9, 2009, NSTAR Gas received approweah fthe DPU to issue up to $125 million of long-tetebt. On January 14, 2010,
NSTAR Gas entered into a $125 million Bond Purchhgeement with private investors on &year First Mortgage Bond series at a coupon
rate of 4.46%. Funding took place on January 28020

Historically, NSTAR and its subsidiaries have hathdety of external sources of financing availalle previously indicated, at favorable rates
and terms to finance its external cash requiremétawever, the availability of such financing atdaable rates and terms depends heavily
upon prevailing market conditions and NSTAR’s srdtibsidiaries’ financial condition and creditmgs.

NSTAR's goal is to maintain a capital structure thatsprges an appropriate balance between debt anty eysiof December 31, 2009,
NSTAR's subsidiaries could declare and pay dividendspofo approximately $1.3 billion of their total caron equity (approximately $2.4
billion) to NSTAR and remain in compliance with delovenants. Based on NSTAR'’s key cash resourcatable as previously discussed,
management believes its liquidity and capital resesl are sufficient to meet its current and pre@cequirements.

Commitments and Contingencies

NSTAR is exposed to uncertain tax positions andleggry matters as discussed in this MD&A underdaption“Critical Accounting Policies
and Estimates,’and as disclosed in Note @;ommitments and Contingenciesii the accompanying Notes to the Consolidated Fiia&n
Statements.

Performance Assurances from Electricity and Gas Sygy Agreements
Electric Agreement

NSTAR Electric continuously enters into power pursh agreements to meet its entire Basic Servigaysapligations. NSTAR Electr’s

power suppliers are either investment grade conegaoni are subsidiaries of larger companies witkstment grade or better credit ratings that
guaranty the supplier’s obligations. In accordanite NSTAR'’s Internal Credit Policy, and to minineiNSTAR Electric risk in the event the
supplier encounters financial difficulties or otivége fails to perform, NSTAR Electric evaluates shupplier’s credit and NSTAR Electric’s
potential exposure (on a supplier default), andrmiecessary obtains letters of credit or other@atedéde financial security instruments. In
addition, under these agreements, if a supplieitggrarent guarantor) fails to maintain an invesstirgrade credit rating, it is required to
provide additional financial security for perforneanof its obligations. These agreements also ichuteciprocal provision, where in the
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event that NSTAR Electric is downgraded below itnent grade, it would be required to provide addiil security for performance, such i
letter of credit. In view of current volatility ithe energy supply industry, NSTAR Electric is uratnl determine whether its suppliers (or their
parent guarantors) will become subject to finanditiiculties, or whether these financial assuranard guarantees are sufficient. In the event
the supplier (or its guarantor) does not providerdguired additional financial security as reqiiv@der the agreement, NSTAR Electric may
then terminate the agreement and collect a ligisdatayment from the defaulting supplier. In sugkrd, NSTAR Electric may be required to
secure alternative sources of supply at higheowet prices (depending on prevailing market condg) than provided under the terminated
agreements.

Gas Agreements

NSTAR Gas continually evaluates the financial sigbdf current and prospective gas suppliers. Budlties are required to have and main
investment grade credit ratings or financial asstea and guarantees that include both parentahgigss and letters of credit in place from the
parent company of the supplier. The firm gas supgleements allow either party to require finanagdurance, or, if necessary, contract
termination in the event that either party is dovagigd below investment grade level and is unabjedwuide financial assurance acceptable to
the other party. In addition, these agreementsatortoss-default provisions that would allow NST&Rs and its counterparties to terminate
and liquidate a gas hedge contract if either pigriy default on other swap agreements with thateseounterparty, or another unrelated
agreement with that same counterparty in excestmflated threshold amounts.

Virtually all of NSTAR Gas’ firm gas supply agreents are short-term (one year or less) and utiliaeket-based, monthly indexed pricing
mechanisms so the financial risk to the Companylevba minimal if a supplier were to fail to perforidowever, in the event that a firm
supplier does fail to perform under its firm gaply agreement, the Company would be entitled topasitive difference between the mont
supply price and the cost of replacement supplies.cost of gas procured for firm gas sales custeiseecovered through a cost of gas
adjustment mechanism which is updated semi-annuatiger DPU regulations, interim adjustments todbst of gas are required when the
actual costs of gas supply vary from projectionsrimyre than 5%.

Financial and Performance Guarantees

On a limited basis, NSTAR and certain of its sulasids may enter into agreements providing findresaurance to third parties. Such
agreements include letters of credit, surety boadd,other guarantees.

At December 31, 2009, outstanding guarantees tb&#8.5 million as follows:

(in thousands)

Letter of Credit $ 5,56(

Surety Bond: 17,72}

Other Guarantee 5,20z
Total Guarantee $28,49(

Letter of Credit

NSTAR has issued a $5.6 million letter of creditttee benefit of a third party, as trustee in catio@ with Advanced Energy Syst’s (AES)
6.924% Notes. The letter of credit is availablthé subsidiary has insufficient funds to pay thbtdervice requirements. As of December 31,
2009, there have been no amounts drawn undettiés tff credit. The letter of credit is to be cdiedand the related AES 6.924% Notes paid
off at the time of the MATEP sale closing, whichaisticipated towards the end of the first quartezarly second quarter of 2010.
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Surety Bonds

As of December 31, 2009, certain of NSTAR'’s sulzsids have purchased a total of $1.5 million ofgrenance surety bonds for the purpose
of obtaining licenses, permits and rights-of-wayamious municipalities. In addition, NSTAR andteém of its subsidiaries have purchased
approximately $16.2 million in workers’ compensatigelf-insurer bonds. These bonds support the gtegdy NSTAR and certain of its
subsidiaries to the Commonwealth of Massachusetsiired as part of the Company’s workers’ compgmsaelfinsurance program. NSTA
and certain of its subsidiaries have indemnity aegrents to provide additional financial securitytsobond company in the form of a conting
letter of credit to be triggered in the event afoavngrade in the future of NSTAR’s Senior Notengtio below BBB+ by S&P and/or to below
Baal by Moody’s. These Indemnity Agreements cowth the performance surety bonds and workers’ coisga@n bonds.

Other

NSTAR and its subsidiaries have also issued $5llibbmbof residual value guarantees related to sty interest in the Hyd-Quebec
transmission companies, NEH and NHH.

Management believes the likelihood that NSTAR wdddrequired to perform or otherwise incur any sigant losses associated with any of
these guarantees is remote.

Contingencies
Environmental Matters

NSTAR subsidiaries face possible liabilities agsuit of involvement in several mi-party disposal sites, state-regulated sites od fhérty
claims associated with contamination remediatid®TAR generally expects to have only a small peeggnbdf the total potential liability for
the majority of these sites. As of December 31.9280d 2008, NSTAR had liabilities of approximat®3.8 million for these environmental
sites. This estimated recorded liability is basedp evaluation of all currently available factshwiespect to these sites.

NSTAR Gas is participating in the assessment oedgation of certain former MGP sites and allegedM\aste disposal sites to determin
and to what extent such sites have been contardiaaie whether NSTAR Gas may be responsible to tedderemedial action. The DPU
permits recovery of costs associated with MGP sites a 7-year period, without carrying costs. ABecember 31, 2009 and 2008, NSTAR
had a liability of approximately $14 million and3%23 million, respectively, as an estimate for si@anup costs for several MGP sites for wt
NSTAR Gas was identified as a potentially respdegiarty. A corresponding regulatory asset wasrdsmbthat reflects the future re
recovery for these costs.

Estimates related to environmental remediationscas reviewed and adjusted as further investigatia assignment of responsibility occurs
and as either additional sites are identified oTNR'’s responsibilities for such sites evolve or esolved. NSTAR’s ultimate liability for
future environmental remediation costs may varynftbese estimates. Based on NSTAR'’s current aseesshits environmental
responsibilities, existing legal requirements, agglilatory policies, NSTAR does not believe thasthenvironmental remediation costs will
have a material adverse effect on NSTAR’s constditlaesults of operations, financial position, astt flows.

Fair Value of Financial Instruments

Carrying amounts and fair values of lotegm indebtedness (excluding notes payable, inetudurrent maturities) as of December 31, 200¢
2008 were as follows:

2009 2008

Carrying Carrying
(in thousands) Amount Fair Value Amount Fair Value
Long-term indebtedness of continuing operations (incigdiurrent maturities $2,649,68  $2,755,111 $2,353,18" $2,392,60!
Indebtedness of discontinued operati $ 84160 $ 8529 $ 8851t $ 82,36(
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As discussed in the following section, NSTAR'’s espie to financial market risk results primarilyrfrdluctuations in interest rates.

ltem 7A.  Quantitative and Qualitative Disclosures About Market Risk
Risk Management

NSTAR's Energy Procurement Policy governs all energgtesl transactions for its regulated electric arslggdosidiaries. This Policy is
reviewed annually and is administered by NSTAR'skRtommittee. The Committee is chaired by NSTARi®Lexecutive officer and
includes other senior officers. Items covered by Bolicy and approved by the Committee are all eaergy supply transactions, authorization
limits, energy related derivative and hedging teetions, and counter-party credit profiles.

Commodity and Credit Risk

Although NSTAR has material energy commodity pusgheontracts, any potential market risk, includingnter-party credit risk, should not
have an adverse impact on NSTAR'’s results of ofmerat cash flows, or financial position. NSTAR'&etric and gas distribution subsidiaries
have rate-making mechanisms that allow for thevexgoof energy supply costs from those customerns mibke commodity purchases from
NSTAR's electric and gas subsidiaries rather than frieencompetitive market supplier. All energy suppbgts incurred by NSTAR Electric
and NSTAR Gas in providing energy to their retagtomers are recovered on a fully reconciling basis

In addition, NSTAR has minimal cash flow risk doetlhe short-term nature of these contracts andatieemaking mechanisms that permit
recovery of these costs in a timely manner. Theoritgjof NSTAR’s electric and gas commodity puroh@sntracts range in term from three to
twelve months. NSTAR Electric has the ability telseost recovery and adjust its rates as frequastigvery three months for its large
commercial and industrial customers and every girtims for its residential customers. NSTAR Gasthasability to seek cost recovery as
required if costs exceed 5% of the current proctast recovery level. Both NSTAR Electric and NS &as earn a carrying charge on under-
collected commodity balances that would mitigatg imcremental short-term borrowings costs. NSTAReves it is unlikely that it would be
exposed to a liquidity risk resulting from sign#itt market price increases based on the recovetfianesms currently in place.

To mitigate the cash flow and cost variability tethto the commodity price risk on approximatelghird of its natural gas purchases,
NSTAR Gas purchases financial futures contractsedralf of its customers. NSTAR Gas has a-making mechanism that provides for
recovery of the actual settlement value of theseraots on a fully reconciling basis. Refer to #fiteompanying Notes to Consolidated
Financial Statements, Note ‘Berivative Instruments - Hedging Agreementft a further discussion.

Interest Rate Risk

NSTAR believes its interest risk primarily relatesshor-term debt obligations and anticipated future loagn debt financing requirements to
fund its capital programs. These short-term deligations are typically refinanced with fixed-rdtmg-term notes as needed and when market
interest rates are favorable. The Company is exptasehanges in interest rates primarily basedewal$ of short-term commercial paper
outstanding. The weighted average interest ratekjding fees for short-term indebtedness, weréota#d 2.4% for 2009 and 2008,
respectively. On a long-term basis, NSTAR mitigate#nterest rate risk through the issuance oftipdixed rate debt of various maturities.
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ltem 8. Financial Statements and Supplementary Dat

NSTAR
Consolidated Statements of Income

Operating revenue
Electric
Gas
Unregulatec
Total operating revenu
Operating expense
Purchased power and transmiss
Cost of gas sol
Operations and maintenar
Depreciation and amortizatic
Demand side management and renewable energy pre
Property and other tax
Total operating expens:
Operating incom
Interest charges (income
Long-term debt
Transition property securitizatic
Interest income and other, r
Shor-term debi
AFUDC
Total interest charge
Other income (deductions
Other income
Other deduction
Total other incom:
Income from continuing operations before income=&
Income taxe:
Net income from continuing operatio
Income from discontinued operations, net of
Transaction costs on discontinued operations, fniixc
Net income

Preferred stock dividends of subsidiary to the motiolling interes

Net income attributable to common sharehol
Weighted average common shares outstant
Basic
Diluted
Earnings per common she- Basic and Diluted
Continuing operation
Discontinued operatior
Total earning

Dividends declared per common sh
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Years ended December 3!

2009 2008 2007

(in thousands, except per share amount:
$ 2,551,58 $ 2,639,63 $ 2,562,85!
482,13t 553,68( 560,47¢
16,32" 15,00¢ 12,757
3,050,04 3,208,32, 3,136,08!
1,260,511 1,353,74 1,318,32
297,86 372,38¢ 375,83¢
409,45¢ 438,17! 427,01¢
370,08: 369,80( 360,16¢
88,95+ 73,26¢ 70,877
107,07: 95,81: 89,10!
2,533,94. 2,703,19. 2,641,33.
516,10: 505,12¢ 494,75
132,59¢ 126,18 111,23t
19,54( 28,12( 36,28
(24,369 (18,039 (9,396
1,37¢ 10,25¢ 25,52t
(50¢) (1,847 (3,88
128,63t 144,69( 159,77:
9,164 13,26¢ 14,18:
(3,739 (5,007) (4,987
5,42¢ 8,26 9,19¢
392,89: 368,70: 344,17"
146,91t 140,74! 129,15¢
245,97! 227,95¢ 215,01t
10,15( 11,55 8,45¢

917 — —
255,20¢ 239,50° 223,47"
1,96( 1,96( 1,96(
$ 253,24t $ 237,54 $ 221,51
106,80t 106,80¢ 106,80t
106,99¢ 107,04! 107,12:
$ 2.2¢ $ 2.11 $ 1.9¢
0.0¢ 0.11 0.0¢
$ 2.37 $ 2.22 $ 2.07
$ 1.52¢ $ 1.42¢ $ 1.32¢

The accompanying notes are an integral part o€dmsolidated financial statements.
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NSTAR
Consolidated Statements of Comprehensive Income

Years ended December 3:

2009 2008 2007
(in thousands)
Net income attributable to common sharehol $253,24¢ $237,54 $221,51!
Other comprehensive loss from continuing operatiors
Pension and postretirement cc (1,032 (1,539 (504)
Deferred income taxes bene 383 634 151
Total other comprehensive loss from continuing
operations, ne (649) (900) (35%)
Comprehensive income from continuing operati 252,59¢ 236,64 221,16:
Other comprehensive loss from discontinued oparatioet:
Postretirement cos (251) (52) (363)
Deferred income taxes bene 97 19 141
Total other comprehensive loss from discontinued
operations, ne (154) (32 (222)
Comprehensive incon $252,44! $236,61! $220,94(

The accompanying notes are an integral part o€timsolidated financial statements.

NSTAR
Consolidated Statements of Retained Earnings

Years ended December 3:

2009 2008 2007
(in thousands)

Balance at the beginning of the year, as previotepprtec $ 876,27 $ 790,92t $664,32:
Adoption of accounting standa- Uncertain Tax Position — — 46,61(

Adjusted balance at the beginning of the y 876,27 790,92¢ 710,93:
Add:

Net income attributable to common sharehol 253,24 237,54 221,51!

Subtotal 1,129,51! 1,028,47. 932,44

Deduct:
Dividends declarec

Common share 162,88: 152,20: 141,52;
Balance at the end of the ye $ 966,63t $ 876,27.  $790,92

The accompanying notes are an integral part o€dmsolidated financial statements.
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NSTAR
Consolidated Balance Sheets

December 31
2009 2008
(in thousands)

Assets
Current assets:
Cash and cash equivale $ 143,44¢ $ 12,38
Accounts receivable, net of allowance of $32,54&% $32,859, respective 248,09: 311,68t
Accrued unbilled revenue 67,15¢ 61,89:
Regulatory asse 337,17. 439,91-
Inventory, at average cc 59,30 87,98:
Refundable income taxi 129,12( 129,12(
Other 39,06¢ 32,50:
Assets of discontinued operations held for 167,85 175,49:
Total current asse 1,191,22 1,250,97!
Utility plant:
Electric and gas plant-service, at original co: 6,031,85. 5,694,53
Less: accumulated depreciati 1,525,24: 1,418,42!
Net electric and gas plant-service 4,506,60! 4,276,10!
Construction work in progre: 68,58: 122,38!
Net utility plant 4,575,18 4,398,49
Other property and investments:
Unregulated property -service, at original cost, n 18,57: 20,87:
Electric equity investmen 4,68: 6,701
Other investment 75,93: 72,47"
Total other property and investme 99,18¢ 100,05:
Deferred debits:
Regulatory asse 2,228,24. 2,466,01
Other deferred debi 50,94« 53,94¢
Total deferred debits and other as: 2,279,18 2,519,96
Total assets $8,144,781  $8,269,48

The accompanying notes are an integral part o€dmsolidated financial statements.
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NSTAR
Consolidated Balance Sheets

December 31
2009 2008
(in thousands)

Liabilities and Capitalization

Current liabilities:

Long-term debi $ 625,68 $ 68¢
Transition property securitizatic 57,55: 92,58(
Notes payabl 341,00( 582,88
Income taxe: 62,80¢ 87,57¢
Accounts payabl 245,72( 280,16¢
Power contract obligatior 132,12¢ 155,81!
Accrued interes 32,67¢ 31,07
Dividends payabl 43,05( 40,38(
Accrued expense 20,331 19,25
Other 78,23 77,13¢
Liabilities of discontinued operations held fores 89,95¢ 93,88t

Total current liabilities 1,729,14! 1,461,43!

Deferred credits and other liabilities:

Accumulated deferred income tay 1,230,99: 1,155,70:
Unamortized investment tax cred 16,79¢ 18,43:
Power contract obligatior 214,68 345,99:
Pension and other postretirement liabi 625,47t 743,57
Regulatory liability- cost of remova 269,60: 264,95¢
Other 176,04( 188,31!

Total deferred credits and other liabiliti 2,533,59 2,716,97

Capitalization:
Long-term debt liabilities:

Long-term debi 1,754,23 1,928,70:
Transition property securitizatic 212,20! 331,20¢
Total lon¢-term debt liabilities 1,966,44. 2,259,91
Noncontrolling interest - preferred stock of subsidiary 43,00( 43,00(

Common equity:
Common shares, par value $1 per share, 200,008(&®s authorized, 106,808,376 issued and

outstanding 106,80t 106,80t
Premium on common shar 813,49( 818,60:
Retained earning 966,63t 876,27
Accumulated other comprehensive i (14,329 (13,52%)
Total common equit 1,872,601 1,788,15!
Total capitalization 3,882,04 4,091,07.
Commitments and contingenci
Total liabilities and capitalization $8,144,78 $8,269,48!

The accompanying notes are an integral part o€timsolidated financial statements.
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NSTAR
Consolidated Statements of Cash Flows

Operating activities:
Net income
Less: Income from discontinued operations, neé®
Add: Transaction costs on discontinued operatinaspf tax

Adjustments to reconcile net income to net cashigesl by (used in) operating activitie

Depreciation and amortizatic
Debt amortizatior
Deferred income taxe
Noncash stoc-based compensatic
Net changes ir
Accounts receivable and accrued unbilled reve
Inventory, at average cc
Other current asse
Accounts payabl
Other current liabilitie:
Regulatory asse
Long-term power contract obligatiol
Net change from other miscellaneous operating iéiet
Cash provided by operating activities of continuamgerations
Cash provided by operating activities of discontidwperation
Net cash provided by operating activit
Investing activities:
Plant expenditures (including AFUD(
Proceeds from sale of propert
Net change in other investment activit
Cash used in investing activities of continuing ragiens
Cash used in investing activities of discontinupdrations
Net cash used in investing activiti
Financing activities:
Long-term debt issuanc
Premium (discount) on issuance of |-term debi
Debt issuance cos
Transition property securitization redemptic
Long-term debt redemptior
Net change in notes payal
Common share dividends pe

Preferred stock dividends of subsidiary to the omotilling interes

Change in disbursement accou

Cash received for exercise of equity compenss

Cash used to settle equity compensa

Windfall tax effect of settlement of equity compatisn
Cash used in financing activities of continuing i@ens
Cash used in financing activities of discontinugeérmations
Net cash used in financing activiti
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Years ended December 3:

2009 2008 2007
(in thousands)

$ 255,20¢ $ 239,50° $ 223,47"
10,15( 11,55: 8,45¢

917 — —
370,08: 369,80( 360,16¢
5,60¢ 6,261 6,18:
59,96: 8,73 (5,155
8,49t 9,77: 8,91(
56,68 (3,629 (22,669
28,67¢ 27,80¢ 6,18¢
(6,009) (147,549 1,68
(9,837) (23,267) (1,665
(20,477) (20,329 101,80:
(17,329 (17,81Y 85,83:
(123,779 (113,96)) (152,63))
13,09¢ 193,86! (132,05/)
611,17( 517,66: 471,61
26,57¢ 27,38¢ 21,11t
637,74¢ 545,04¢ 492,72
(375,169 (414,98¢) (352,15))

2,07¢ 2,17¢ —
(2,59%) 8,072 (1,160)
(375,68 (404,739 (353,31)
(3,979 (12,887) (4,290)
(379,650 (417,62() (357,60
450,00( — 300,00(
1,637 — (1,30¢)
(3,429 — (2,309
(154,03) (153,579 (151,93)
(1,629 (1,582 (80,804
(241,88 179,48: (33,000
(160,21 (149,53) (138,85))
(1,960) (2,960) (1,960)
1,47¢ (1,969 6,921
5,06¢ 4,84¢ 10,94¢
(13,61¢) (11,58Y) (23,24°)
464 744 2,53¢
(118,120 (135,129 (112,99
(4,75€) (4,437) (4,139
(122,870 (139,56)) (117,13)
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Net increase (decrease) in cash and cash equis
Adjustment for discontinued operations, net of diarids
Cash and cash equivalents at the beginning ofdhe

Cash and cash equivalents at the end of the
Supplemental disclosures of cash flow information
Continuing operation- Cash paid during the year fc
Interest, net of amounts capitaliz
Income taxe:

Continuing operation- Non-cash investing activity
Plant additions included in accounts pay:

Discontinued operatior- Cash paid during the year for inter

NSTAR
Consolidated Statements of Cash Flows
(continued)
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Years ended December 3:

2009 2008 2007
(in thousands)

135,21 (12,139 17,98¢
(4,149 3,43¢ (12,68¢)
12,38¢ 21,08: 15,78¢

$143,44¢ $ 12,38¢ $ 21,087
$141,58t¢ $159,91! $171,43.
$ 91,28 $124,47¢ $151,61¢
$ 26,84 $ 52,35¢ $ 47,36¢
$ 6,36¢ $ 6,70¢ $ 7,06¢

The accompanying notes are an integral part o€dmsolidated financial statements.
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Notes to Consolidated Financial Statements
Note A. Business Organization and Summary of Signdant Accounting Policies
1. About NSTAR

NSTAR (or the Company) is a holding company engabealigh its subsidiaries in the energy delivergibess serving approximate

1.4 million customers in Massachusetts, includipgraximately 1.1 million electric distribution coeshers in 81 communities and
approximately 300,000 natural gas distribution cosrs in 51 communities. NSTAR'’s retail electriddaransmission and distribution utility
subsidiaries are NSTAR Electric and NSTAR Gas, eespely. Harbor Electric Energy Company, a whallned subsidiary of NSTAR
Electric, provides distribution service and ongasugpport to its only customer, the MassachusettelResources Authority. NSTAR’s
nonutility, unregulated operations include telecaiminations operations (NSTAR Com) and a liquefiatural gas service company
(Hopkinton). Utility operations accounted for apgiroately 99% of consolidated operating revenuez0i@9, 2008, and 2007.

NSTAR consolidates thr-wholly owned special purpose subsidiaries, BECdiumnLLC, BEC Funding Il, LLC and CEC Funding, LLC.
These entities were created to complete the sadéeofric rate reduction certificates to a spegiapose trust created by two Massachusetts
state agencies. These financing transactions $ieedrihe costs incurred related to the divestibfrgeneration assets and long-term power
contracts.

2. Basis of Consolidation and Accounting

The accompanying Consolidated Financial Statenrefiect the results of operations, comprehensigerime, retained earnings, financial
position and cash flows of NSTAR and its subsidisuriAll significant intercompany transactions haeen eliminated in consolidation. Certain
immaterial reclassifications have been made ta year amounts to conform to the current year' s@méation.

NSTAR's utility subsidiaries follow accounting policigsescribed by the FERC and the DPU. In additionT A and its subsidiaries are
subject to the accounting and reporting requiresiefithe SEC. The accompanying Consolidated Fima&tatements conform to accounting
principles in conformity with GAAP. NSTAR'’s utilitgubsidiaries are subject to the application of A80,Regulated Operatiorthat
considers the effects of regulation resulting frdifferences in the timing of their recognition @&frtain revenues and expenses from those of
other businesses and industries. The distributimhteansmission businesses are subject to ratdéateguthat is based on cost recovery and
meets the criteria for application of ASC 980. RefeNote E, “Regulatory Assets,for more information.

3. Use of Estimates

The preparation of financial statements in confeymiith GAAP requires management of NSTAR and itssidiaries to make estimates and
assumptions that affect the reported amounts eftassd liabilities and disclosures of contingessieds and liabilities at the date of the finar
statements and the reported amounts of revenuesxgetises during the reporting period. Actual testduld differ from these estimates.

4. Revenues

Electric and gas revenues are based on authorresl approved by the DPU and the FERC. Estimatdsiibution and transition revenues
electricity and natural gas delivered to custonbertsnot yet billed are accrued at the end of eacbuanting period.

Revenues for NSTAR’s nonutility subsidiaries areognized when services are rendered. Revenuessed for the most part, on long-term
contractual rates.
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NSTAR records sales taxes collected from its custsron a net basis (excluded from operating rev@n

5. Utility Plant

Utility plant is stated at original cost. The co$teplacements of property units is capitalize@iMenance and repairs are expensed as inc
The original cost of property retired, net of sgleavalue, is charged to accumulated depreciatiba.ificurred related cost of removal is
charged against the Deferred credits and otheititiab: Regulatory liability - cost of removal the accompanying Consolidated Balance
Sheets. The following is a summary of utility prageand equipment, at cost, at December 31.:

(in thousands) 2009 2008
Electric-

Distribution $3,822,900  $3,640,77:

Transmissior 1,234,00: 1,117,46.

Genera 199,83¢ 212 ,55¢
Electric utility plant 5,256,74. 4,970,79:
Gas-

Transmission and distributic 676,52¢ 631,32:

Genera 98,58t 92,41¢
Gas utility plant 775,11: 723,73
Total utility plant ir-service $6,031,85.  $5,694,53

6. Unregulated Property

Unregulated property is stated at cost or its ealizable value. The following is a summary of nidlity property, plant and equipment, at cost
less accumulated depreciation, at December 31:

(in thousands) 2009 2008

Land $ 4,78% $ 4,78:
Telecommunications equipme 39,41( 39,24
Buildings and improvemen 3,46/ 3,46¢
Less: accumulated depreciati (29,080 (26,61)
Total unregulated property, n $ 18,57: $ 20,87

7. Depreciation and Amortization

Depreciation of utility plant is computed on a &ld-line basis using composite rates based oeslimated useful lives of the various classes
of property. The composite rates are subject tatipgoval of the DPU and the FERC. The overall cositp depreciation rates for utility
property were 3.07%, 3.03%, and 3.03% in 2009, 2608 2007, respectively. The rates include aa@ostmoval component, which is
collected from customers during the service lifehaf property. Depreciation and amortization expesfautility plant for 2009, 2008, and 2007
was $176.7 million, $168.8 million, and $159.3 ioifi, respectively.

Depreciation and amortization of telecommunicatieqaipment is computed on a straight-line basis thesestimated life of the asset,
typically 15 years. Depreciation and amortizatigpense on telecommunications equipment was $2l®mib2.3 million, and $2.1 million,
for 2009, 2008, and 2007, respectively.

8. Allowance for Borrowed Funds Used During Condian (AFUDC)

AFUDC represents the estimated costs to finandigyytlant construction. In accordance with regatgtaccounting, AFUDC is included as a
cost of utility plant and a reduction of currenteirest charges. Although AFUDC is not a currents@wf cash income, the costs are recovered
from customers over the service life of
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the related plant in the form of increased revernadiected as a result of higher depreciation egspeAverage AFUDC rates in 2009, 2008,
2007 were 0.50%, 2.38%, and 5.27%, respectively represented only the costs of short-term del#. 2009 and 2008 rate decreases are
directly related to decreases in short-term bomgwates.

9. Cash and Cash Equivalents

Cash, cash equivalents and restricted cash at Deredi, 2009 and 2008 are comprised of liquid seesiwith maturities of 90 days or less
when purchased.

NSTAR's banking arrangements provide for daily cash feaisgo its disbursement accounts as vendor cheekpresented for payment. Th
banking arrangements do not permit the right afetfbmongst subsidiaries’ cash accounts. As atyesetlit balances of certain subsidiary
disbursement accounts in the amounts of $21.2aniind $19.7 million, respectively, at DecemberZ)9 and 2008 are included in Current
liabilities: Accounts payable on the accompanyirunéblidated Balance Sheets. Changes in the balafities disbursement accounts are
reflected in financing activities in the accomparyConsolidated Statements of Cash Flows.

10. Use of Fair Value

NSTAR uses a fair value hierarchy that gives tlyhést priority to quoted prices in active markats] is applicable to fair value measurem:
of derivative contracts and other instruments #énatsubject to mark-to-market accounting. Reféddte L, “Fair Value ,” for more
information.

The fair value of financial instruments is estintbb&ased on market trading information, where akbglaAbsent published market values for an
instrument or other assets, management uses obteraarket data to arrive at its estimates offalue. For its long-term debt, management
estimates are based in part on quotations fromebfdéalers or interest rate information for simitetruments. The carrying amount of cash
and temporary investments, accounts receivableuats payable, short-term borrowings and otheretuidiabilities approximates fair value
because of the short maturity and/or frequent caggiof those instruments.

In addition, the Company applies fair value rectigniprovisions to estimate the fair value of itsck-based compensation.

11. Income Taxes

Income tax expense includes the current tax oliigair benefit and the change in deferred incomdiability for the period. Deferred income
taxes result from temporary differences betweeanfoial and tax bases of certain assets and liakilincome tax benefits associated with
uncertain tax positions are recognized when thepemy determines that it is more-likely-than-not ttee tax position will be ultimately
sustained. Refer to Note Gncome Taxes, for more information.

12. Equity Method of Accounting

NSTAR uses the equity method of accounting for gtweents in corporate joint ventures in which itgloet have a controlling interest. Unt
this method, it records as income or loss the ptapaate share of the net earnings or losses gbiheventures with a corresponding increase
or decrease in the carrying value of the investmEm investment is reduced as cash dividendseasved. NSTAR participates in several
corporate joint ventures in which it has investrseptincipally its 14.5% equity investment in twangpanies that own and operate transmis
facilities to import electricity from the Hydro-Qbec System in Canada, and its equity investmentsing from 4% to 14% in three regional
nuclear facilities (CY, MY, and YA), all of whichave been decommissioned in accordance with thedeN&C procedures.

61



WPD-6
Screening.Data.Rart.1.0f.2
Page 9160 of 9808

Table of Contents

13. Interest Income and Other, Net
Major components of interest income and otherwest as follows:

Years ended December 31,

(in thousands) 2009 2008 2007
Interest on regulatory assets, including transiteferral $21,70¢ $17,01: $2,21¢
Income tax deficiencie 6,82t 4,607 9,114
Other interest expen (4,16%) (3,589 (1,939
Total interest income and other, | $24,36¢ $18,03¢ $ 9,39¢

Other interest expense includes interest on Igarance policies, loan facility charges, and irgeom customer deposits.

14. Other Income (Deductions)
Major components of other income were as follows:

Years ended December 3.

(in thousands) 2009 2008 2007
Equity earnings, dividends, and other investmeciime $ 81 $ 82C $ 1,49
Interest, dividend, and rental incot 5,25¢ 6,612 9,22¢
Environmental settlement procee — 4,75(C —
Increase in cash surrender value of life insurgrudieies 2,78¢ — 47¢
Miscellaneous other incon 22¢ 1,082 2,981
Total other incom $9,16¢  $13,26¢  $14,18:

Major components of other deductions were as fatow

Years ended December 31,

(in thousands) 2009 2008 2007
Charitable contribution $(2,72¢) $ (860) $(1,730
Decrease in cash surrender value of life insurpoteies — (1,48¢) —
Miscellaneous other deductio (1,01 (2,656 (3,257
Total other deduction $(3,739) $(5,007) $(4,987)

15. Purchase and Sales Transactions with ISO-NE

NSTAR Electric has several remaining l-term power contracts that it sells through ISO-@dHaily market prices and the contracts are not
used to satisfy its Basic Service energy requirdm@STAR Electric is required by DPU to creditgdbceeds from these energy sales back to
its customers. NSTAR Electric may not execute navgiterm energy supply agreements without approf/ile DPU. During 2009, 2008, and
2007, NSTAR recorded the proceeds from the sal#sesk contracts as a reduction to Purchased povaetransmission expense of $147.1
million, $251.9 million, and $212.8 million, resgiely, on the accompanying Consolidated Statemehiiscome.

16. New Accounting Standards Upda
Variable Interest Entities

Amended consolidation guidance applicable to végiatierest entities will be effective for NSTARdening in fiscal year 2010. The
Company does not anticipate that this authoritagivilance will have an effect on the Company’stéxgscontractual and business
relationships and how they are reported in the alofsted financial statements.

62



WPD-6
Screening.Data.Rart.1.0f.2
Page 9161 of 9808

Table of Contents

17. Subsequent Even

Management has reviewed subsequent events andideddhat no material subsequent events have ecttirat are not accounted for in the
accompanying financial statements or disclosetiénaiccompanying notes.

Note B. Discontinued Operations

On December 21, 2009, NSTAR announced an agreegmeatl its wholly-owned subsidiary, Medical Areatdl Energy Plant, Inc. (MATEP).
MATEP provides steam, chilled water service, amtticity under longerm contracts to several hospitals, medical rebeand biotechnoloc
centers, and teaching institutions in the Longwbtadlical Area of Boston. The sale is at a pricepgdraximately $320 million in cash and is
subject to certain federal and local regulatoryrapgls. The purchase price is subject to certaisioh adjustments related to changes in
working capital, interest, and other adjustmentdnnection with the sale, NSTAR will retire MATERIebt.

MATEP’s principal asset is a cogeneration plant tiraduces electricity, steam and chilled wated armistribution system that delivers these
products to its customers. MATEP has approximagélgmployees.

The sale is expected to close towards the endediigt quarter or early part of the second quarfer010. Net proceeds from the transactior
anticipated to be used to reduce NSTAR'’s capitatina

The operating results of MATEP have been separatabsified and reported as discontinued operatiarnthe accompanying Consolidated
Statements of Income. A summary of discontinuedatpens is as follows:

Years ended December 31,

(in thousands) 2009 2008 2007
Operating revenue $116,88° $ 137,06t $ 125,69¢
Operating expenst 94,45 112,19° 106,19(
Interest charge 6,89 7,251 7,631
Other income 72 29¢€ 81¢
Income taxe: 5,46¢ 6,36: 4,23
Income from discontinued operatic 10,15( 11,55: 8,45¢
Transaction costs from sale, net of 917 — —
Net income from discontinued operatic $ 0,23t $ 1155 $ 8,45¢

The results of operations for the year ended Deeerdb, 2009 exclude depreciation and amortizatignrerse of approximately $0.5 million
incurred after December 21, 2009.

The components of assets and liabilities held &te sonsisted of the following:

December 31

(in thousands) 2009 2008
Cash, including restricted ca $ 20,00( $ 19,18:
Accounts receivabl 12,521 20,771
Inventory and other current ass 6,222 5,921
Unregulated property, n 118,76: 118,79¢
Deferred debit: 10,35: 10,81¢
Assets of discontinued operations held for : $167,85° $175,49:
Accounts payable and other current liabilities $ 13,72 $ 22,67«
Deferred credits: PBOP liabilit 7,18C 6,20z
Deferred credits: Othe 1,78¢ 1,76:
Deferred tax asset ( (16,909 (25,264
Long-term debt, including current maturiti 84,16 88,51¢
Liabilities of discontinued operations held fores $ 89,95¢ $ 93,88t
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(a) Other current liabilities exclude the current pamtof lon¢-term debt of $5.1 million and $4.8 million in 2088d 2008, respectivel
These amounts are included with the -term debt amount:

(b) The deferred tax asset is shown as an offgbiettiabilities of MATEP due to the presentatidramet deferred income tax liability on the
accompanying Consolidated Balance Sheets at Deee3ttb2009 and 200i

The total assets and liabilities of MATEP have belassified as current assets and current liadslitif discontinued operations held for sale on
the accompanying Consolidated Balance Sheets arbleer 31, 2009 and 2008.

Note C. Earnings Per Common Share

Basic EPS is calculated by dividing net incomeitateble to common shareholders, which includesdudtion for preferred dividends of a
subsidiary, by the weighted average common sharssamding during the respective period. DilutecBESsimilar to the computation of basic
EPS except that the weighted average common sagaéscreased to include the impact of potentiahirested) shares and stock options
granted (stock-based compensation) in accordantteN8TAR'’s Long Term Incentive Plan.

The following table summarizes the reconciling amsibetween basic and diluted EPS:

(in thousands, except per share amounts) 2009 2008 2007
Net income attributable to common sharehol $ 253,24t $237,54° $221,51!
Earnings per common she Basic and Diluted
Continuing operation $ 228 $ 211 $ 1.9¢
Discontinued operatior 0.0¢ 0.11 0.0¢
Total earning: $ 237 $ 222 $ 207
Weighted average common shares outstanding foc E&$ 106,80t 106,80t 106,80t
Effect of dilutive shares
Weighted average dilutive potential common sh 18¢ 237 314
Weighted average common shares outstanding faedilEP < 106,99t 107,04! 107,12:

The following table summarizes potential commorrstahat are excluded from the calculation of ddUEPS as their effect would be anti-
dilutive:

(in thousands) 2009  200€ 2007
Deferred share 19¢ 97 151
Stock options 1,01 70€ 30€
Performance shart — — N/A

Note D. Asset Retirement Obligations and Cost of Reoval

The fair value of a liability for an asset retiramebligation (ARO) is recorded in the period inietit is incurred. When the liability is
initially recorded, the entity capitalizes the cbgtincreasing the carrying amount of the relatedytlived asset. Over time, the liability is
accreted to its present value each period, andapitalized cost is depreciated over the usefeldifthe related asset. Upon settlement of the
liability, an entity either settles the obligatifor its recorded amount or incurs a gain or lossrnugettlement.

64



WPD-6
Screening.Data.Rart.1.0f.2
Page 9163 of 9808

Table of Contents

The recognition of an ARO within NSTAR'’s regulatetility businesses has no impact on its earningsits rate-regulated utilities, NSTAR
establishes a regulatory asset to recognize fubo@veries through depreciation rates for the dEdARO. NSTAR has certain plant assets in
which this condition exists and is related to bolént assets containing hazardous materials amdl leguirements to undertake remediation
efforts upon retirement.

At December 31, 2009 and 2008, NSTAR had a recaadedt retirement cost liability of $30 million ad@3 million, respectively, which
approximates the current cost for NSTAR to liquédia$ legal or contractual obligations to perforctians at some point after the retirement of
an asset. This amount is included in Deferred tseid other liabilities: Other on the accompany@ugsolidated Balance Sheets.

For NSTAR’s regulated utility businesses, the udtiencost to remove utility plant from service (costemoval) is recognized as a component
of depreciation expense in accordance with approggdlatory treatment. As of December 31, 200920@8B, the estimated amount of the cost
of removal included in regulatory liabilities wagpaioximately $270 million and $265 million, respeety, based on the estimated cost of
removal component in current depreciation ratess fépresents the cumulative amounts collected frostomers for cost of removal, but not
yet expendec

Note E. Regulatory Assets

Regulatory assets represent costs incurred thgtrabable of recovery from customers through futates in accordance with agreements with
regulators. These costs are expensed when thespor@ing revenues are received in order to ap@igbyimatch revenues and expenses.

Regulatory assets consisted of the following:

December 31,

(in thousands) 2009 2008
Energy contracts (including Yankee uni $ 346,81: $ 501,80t
Goodwill 598,06( 618,22(
Securitized and other enerrelated cost 580,92 637,80:
Retiree benefit cos! 916,28 946,68.
Income taxes, n¢ 26,87 29,23t
Purchased energy costs over collec (90,692) (17,259
Redemption premiumr 23,24: 25,731
Other 163,90: 163,70
Total current and lor-term regulatory asse $2,565,41! $2,905,93

Under the traditional revenue requirements modettec and gas rates are based on the cost ofdingvenergy delivery service. Under ASC
980, NSTAR Electric and NSTAR Gas follow accountpualicies that are not applicable to other busiegssd industries in general. ASC 980
requires companies to defer the recognition ofagertosts when incurred if future rate recoveryhalse costs is probable. This is applicable to
NSTAR's electric and gas distribution and transmissiparations.

Amortization expense recorded to Depreciation andréization on the accompanying Consolidated Statesof Income on certain regulatory
assets for 2009, 2008, and 2007 was $190.9 mi#i@&8.7 million, and $198.8 million, respectivelhe amortization of other regulatory as:
is recorded to Purchased power and transmissioansepon the accompanying Consolidated Statemehtsahe.
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Energy contracts

At December 31, 2009 and 2008, respectively, $206llion and $412.7 million represent the contretnination liability related to certain
purchase power contract buy-out agreements thatiRHlectric executed in 2004 and their future resrgvthrough NSTAR Electric’s
transition charges. Refer to Note ‘Tontracts for the Purchase of Energyfdr further details. Since no cash outlay was irediby NSTAR,
NSTAR recognized this regulatory asset as a re$utcording the contract termination liability. N&R does not earn a return on t
regulatory asset. The contracts’ termination paysesill occur over time and will be collected frasustomers through NSTAR's transition
charge over the same time period. The cost recqyetipd of these terminated contracts is througtte3eber, 2016.

In addition, the unamortized balance of the castdestcommission the CY, YA, and MY nuclear powemngpdavas $48.5 million and $56.2
million at December 31, 2009 and 2008, respectivélythree nuclear units were notified by the NRf@t their respective former plant sites
were decommissioned in accordance with NRC proesdaind regulations. NSTARIiability for CY decommissioning and its recovenyds a
the earliest in 2015, for YA in 2014, and for MY2013. However, should the actual costs excee@ruestimates, NSTAR could have an
obligation beyond these periods that would be ftdlgoverable. These costs are recovered throughARSHlectric’s transition charge. NSTA
does not earn a return on decommissioning costs krturn is included in rates charged to NSTARH®se plants. Refer to Note,O
“Commitments and Contingencieddr further discussion.

The remaining balances at December 31, 2009 an8l @0®H1.7 million and $32.9 million, respectivetgpresent the recognition of the future
recoverability of a derivative liability recordedlated to contracts structured to hedge a portidtiSTAR Gas’ future supply purchases.
NSTAR Gas does not earn a return on these balaReést to Note F‘Derivative Instruments,”for further details. Settled amounts would be
refunded or collected from customers no later ttumonths from the settlement date.

Goodwill

The Company’s goodwill originated from the merdaattcreated NSTAR in 1999. As a result of a ratleeofrom the DPU approving the
merger, the Company is recovering goodwill fromciistomers and, therefore, NSTAR has determinddhfsrate structure allows for
amortization of goodwill over the collection periggdoodwill along with related deferred income taisebeing amortized over 40 years, thro
2039, without a carrying charge.

Securitized and other energy-related costs

A portion of these energy-related regulatory asaetsollateralized with the Transition Propertg@éization Certificates held by NSTAR
Electric’'s subsidiaries, BEC Funding LLC, BEC Fumglil, LLC and CEC Funding, LLC. The collateralizaghounts at December 31, 2009
and 2008 were $281.1 million and $434 million, exstjvely. The certificates are non-recourse to NBTRectric.

Also included are other costs related to purchaseep contract divestitures and certain costs réledeNSTAR Electric’s former generation
business that are recovered with a return throbghransition charge and amounted to $276.2 miliot $164.8 million at December 31, 2009
and 2008, respectively.

These cost recoveries primarily occur through Sapt, 2016 for NSTAR Electric and are subject tiustthent by the DPU.

The remaining energselated regulatory assets consist of other tramsitosts and other recoverable charges of $23l®mand $39 million a
December 31, 2009 and 2008, respectively.
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Retiree benefit costs

The retiree benefit regulatory asset at DecembgP@19 and 2008 is $916.3 million and $946.7 millicespectively. (Refer to Note H
“Pension and Other Postretirement Benefitit further details.) During 2009, the funded ssatfiNSTAR’s Pension and PBOP plans
improved. This change in funded status resultedldecrease to the liability which was offset byoeresponding decrease in the retiree benefit
costs regulatory asset. The remaining balancectsftbe deferred pension and PBOP expenses. Imdzectze with the PAM, these amounts are
amortized and collected from or returned to custsmeger three years. At December 31, 2009, a dafarnder-recovery of costs amounted to
$34 million compared to a deferred over-recovergasts of $23.8 million at December 31, 2008. NSTr&Bovers its qualified pension and
PBOP expenses through this reconciling rate mesharthereby removing the volatility of these exgansom the consolidated financial
statements. NSTAR earns a carrying charge on tbesexcumulative contributions over what it recovensates. At December 31, 2009, this
balance was $424.6 million of the retiree benefifulatory asset under the PAM regulatory mechanism.

Income taxes, net

The principal holder of this regulatory asset iSTAR Electric. This regulatory asset balance reflet#ferred tax reserve deficiencies that are
currently being recovered from customers and exadwreturn component. Partially offsetting theseunts is a regulatory liability associated
with unamortized investment tax credits relatindN®TAR Electric and NSTAR Gas.

Purchased energy costs

The purchased energy costs at December 31, 200808&8relate to deferred electric Basic Servicegaglsupply costs. Basic Service is the
electricity that is supplied by NSTAR Electric wharustomer has chosen not to receive service drcompetitive supplier. The market price
for Basic Service and gas supply costs may fluetbased on the average market price for energy.ustaancurred for Basic Service and cost
of gas supply are recovered on a fully reconcibagis without a return. The over-collected positibpurchased energy costs is presented as a
reduction of regulatory assets rather than as @atayy liability. This is because the amount & thver-collected Basic Service and CGAC
positions is exceeded by regulatory assets thabwitollected from the same classes of retailteteand gas customers that these over-
collected Basic Service and CGAC positions willretirned to.

Redemption premiums

These amounts reflect the unamortized balancedefngtion premiums on NSTAR Electric Debentures #natamortized and recovered over
the life of the respective debentures pursuantRt)@pproval. The decrease reflects the amortizaticghese redemption premiums. There i:
return recognized on this balance.

Other

Amounts included consist of deferred transmissimsts; other DPU costs, and merger-related cosferi2e transmission costs represent the
difference between the level of billed transmisgsievenues and the current period costs incurrgdaeide transmission-related services that
will be recovered over a subsequent twelve-montfogavith carrying charges. The costs associatéd asDPUapproved safety and reliabili
program and clean up costs related to former gamifaeturing sites that are recovered over a seean{yeriod without a return.

Note F. Derivative Instruments
Energy Contracts

NSTAR has determined that its electricity suppintcacts qualify for, and NSTAR has elected, themadrpurchases and sales exception. ,
result, these agreements are not reflected onct@ganying Consolidated

67



WPD-6
Screening.Data.Rart.1.0f.2
Page 9166 of 9808

Table of Contents

Balance Sheets. NSTAR has only one significantsgagly contract. This contract is an all-requiretaguortfolio asset management contract
that expires in October, 2011. This contract corstanarket based pricing terms and therefore nmdilad statement adjustments are required.
Gas supply costs incurred related to this contreee $177 million, $259 million, and $224 millioarfthe years ended December 31, 2009,
2008, and 2007, respectively, and have been redaod€ost of gas sold on the accompanying CongeliiStatements of Income. Refer to the
accompanying Item 7AQuantitative and Qualitative Disclosures About Mat Risk,”for a further discussion.

Gas Hedging Agreements

In accordance with a DPU order, NSTAR Gas purchéisescial contracts based upon NYMEX natural gaares in order to reduce cash fl
variability associated with the purchase pricedpproximately one-third of its natural gas purclka3dis practice attempts to minimize the
impact of fluctuations in prices to NSTAR’s firmgaustomers. These financial contracts do not peogas supply. These contracts qualify as
derivative financial instruments. Accordingly, tfaér value of these instruments is recognized enatcompanying Consolidated Balance
Sheets as an asset or liability representing ansalureg from or payable to the counter parties of AISTGas, as if such contracts were settle

of the balance sheet date. All actual costs incuorebenefits realized are included in the CGAGIBTAR Gas. As a result, NSTAR Gas
records a regulatory asset or liability for the keduprice changes, in lieu of recording an adjusitnb@ Other Comprehensive Income.
Currently, these derivative contracts extend thho&pril 2011. As of December 31, 2009 and 2008, NRThad recorded a liability and a
corresponding regulatory asset of $1.7 million &88.9 million, respectively, to reflect the fairlvea of these contracts. During the years ended
December 31, 2009, 2008, and 2007, $47 million, i®ilon, and $30 million, respectively, of thegedncial contracts were settled and were
recognized as additional charges to Cost of gak@othe accompanying Consolidated Statementscofe.

Derivative Instruments and Hedging Activities

The following disclosures summarize the fair vadfi®dNSTAR Gas’ hedging agreements, the asset ahiiitjgpositions of these hedging
agreements and related settlements:

December 31,

(in thousands) 2009 2008
Gas Hedging Agreemen

Consolidated Balance Sheet Accol

Current liabilities- power contract obligatior $1,60¢  $32,27!
Deferred credits and other liabiliti- power contract obligatior 51 60C
Total potential liability for derivative instrumes $1,658 $32,87¢

Amount of Gain or (Loss)

Recognized
Years Ended December 31,
Settlement of Gas Hedging Agreements 2009 2008 2007
Consolidated Statement of Income Accol
(Increase) decrease to Cost of gas $(46,98¢) $(15,66°) $(30,427)
Increase (decrease) to revenues reflecting recafesyreturn of settlements to custom 46,98¢ 15,66 30,42:
Net earnings impac $ — $ — $ —

As of December 31, 2009, these gas hedging agraspmepresenting fourteen individual contracts geetlapproximately 11,530 BBtu. The
settlement of these contracts may have a short-¢ash flow impact. Over the lortgrm any such effects are mitigated by a regulatecgvery
mechanism for those costs.
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Potential counterparty credit risk is minimizeddnllateral requirements as specified in credit supagreements to the contracts that are base
on the credit rating of the counterparty and thevalue exposure under each contract’s term. énetbent of a downgrade in the credit rating of
either party, these agreements may require th& fraimmediately collateralize, by either cash ipayt, letter of credit, or other qualifying
security instrument, any exposure that exists Bigations in excess of specified threshold amaunts

NSTAR Gas is also subject to this credit -related contingent feature. Based on market cmmditat the time of a downgrade, NSTAR Gas
could be required to post collateral in an amobat tould be equal to or less than the fair vafubeliability at the time of the downgrade. As
of December 31, 2009, NSTAR Gas has an A+ Stanfld&dors Credit Issuer rating. Collateral obligagare required in the event of a
downgrade below an A rating by Standard & Poorgarifithe fair value of the contract exceeds d#thbd credit thresholds. Based on
NSTAR Ga’ liability position with its gas hedge contracturgerparties as of December 31, 2009, should NSGAR credit rating be
downgraded the following collateral obligations wbtesult:

Level Below Incremental Cumulative
Credit Ratings Downgraded to: “A” Rating Obligations Obligations
(in thousands
A-/A3 1 $ — $ —
BBB+/Baal 2 — —
BBB/Baa2 3 — —
BBB-/Baa3, or below investment gra 4 1,65¢ 1,65

In addition, these agreements contain cross-dgaoitisions that would allow NSTAR Gas and its deuparties to terminate and liquidate a
gas hedge contract if either party is in defaulbtrer swap agreements with that same counterpargnother unrelated agreement with that
same counterparty in excess of stipulated threstumlounts.

Note G. Income Taxes

NSTAR recognizes deferred tax assets and lialslfie the future tax effects of temporary differeabetween the carrying amounts and th
basis of assets and liabilities. Net regulatorgtsssf $27 million and $29.2 million and correspioiganet increases in accumulated deferred
income taxes were recorded as of December 31, 2002008, respectively. The regulatory assets septeéhe additional future revenues tc
collected from customers for deferred income taxes.
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Accumulated deferred income taxes and unamortizesstment tax credits consisted of the following:

December 31

(in thousands) 2009 2008
Deferred tax liabilities
Depreciatior $ 783,38« $ 703,88
Goodwill 234,58¢ 242,49
Power contract 112,19: 147,62(
Purchased powe 95,46¢ 88,03¢
Transition cost: 5,55:¢ 32,51(
Pension expens 114,63: 98,22¢
Other 63,50 64,26¢
Total deferred tax liabilitie 1,409,31 1,377,04!
Deferred tax asset
Postretirement benefi 13,38: 31,33¢
Other 95,13( 103,17¢
Total deferred tax asse 108,51: 134,51
Net accumulated deferred income ta 1,300,80: 1,242,53!
Accumulated unamortized investment tax cre 16,79¢ 18,437
Net deferred tax liabilities and investment taxdite $1,317,59 $1,260,97.

Investment tax credits are amortized over the egéthremaining lives of the property that generttteccredits.

Components of income tax expense were as follows:

(in thousands) 2009 2008 2007
Continuing operations
Current income tax expen $ 86,95¢ $132,00¢ $134,30¢
Deferred income tax expense (bene 61,60 10,40( (3,46%)
Investment tax credit amortizatic (1,642 (1,669 (1,685
Income taxes from continuing operatic 146,91¢ 140,74! 129,15¢
Discontinued operation
Current income tax (benefit) exper (3,58¢) 2,127 6,14¢
Deferred income tax expense (bene 8,46( 4,23€ (1,909
Income taxes from discontinued operati 4,872 6,36: 4,23
Total income tax expen: $151,78¢ $147,10¢ $133,39¢

The effective income tax rates reflected in theoagganying consolidated financial statements andahsons for their differences from the
statutory federal income tax rate were as follows:

200¢ 200¢ 2007

Statutory tax rat 35% 35% 35%
State income tax, net of federal income tax bel 4 5 5
Investment tax credi (D) (D) (D)
Other —l _@ _(@

Effective tax rate 38% 38% 38%

Uncertain Tax Positions

NSTAR recognizes income tax benefits associateld witertain tax positions when the company detegsihat it is mor-likely-than-not that
the tax position will be ultimately sustained.
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In 2007, upon the adoption, and in accordance anthccounting interpretation, NSTAR recognizeddin@ulative effect of approximately
$46.6 million as an increase to its beginning regdiearnings related to the deduction from the dosthe abandonment of NSTAR's
investment in the stock of RCN Corporation (RCNJl #éime deduction of constructiarlated costs. This adjustment consisted primafil$39.€
million related to the net unrecognized benefitref RCN share abandonment. This adjustment aléuded the reversal of previously accrued
interest expense on the RCN deduction and interesie accrued on the deduction of constructioateel costs, as discussed further in this
Note, which combined netted to $7 million after.tBlSTAR's assessment of the RCN tax position has congigteeen that it is more-likely-
than-not of prevailing.

The following is a reconciliation of the unrecogetiztax benefits that have been recognized as airceaix position liabilities on the
accompanying Consolidated Balance Sheets includ@eferred credits and other liabilities: Other:

(in millions) 200¢ 200¢
Balance at beginning of ye $15 $15
Changes for current year tax positions — —

Balance at end of ye: $15 $15

As of December 31, 2009 and 2008, there were necognized tax benefits of a permanent tax nataeifthecognized would have an impact
on the Company’s effective tax rate.

RCN Corporation (RCN) Share Abandonment Tax Treatme

On December 24, 2003, NSTAR exited its investmefRCN by formally abandoning its 11.6 million sheod RCN common stock. As a re
of the RCN share abandonment, the Company claimexidinary loss on its 2003 tax return. In 200, RS disallowed the classification of
the deduction as an ordinary loss. NSTAR appedlisdiecision and is currently in negotiation witle iRS Appeals office.

Prior to 2007, it was NSTAR’s tax accounting poligyt to recognize tax benefits associated withrazertain tax position until it was probable
that such tax benefit would ultimately be realiz&TAR determined that it was less than probaldé tie tax deduction related to the
abandonment of its RCN investment would ultimatedysustained. Accordingly, NSTAR accrued a taxrkesso as to not recognize the
earnings benefit of this uncertain tax position.

As of January 1, 2007, the potential tax loss wgs@imately $39.6 million. NSTAR adopted an acdingystandard regarding uncertain tax
positions effective January 1, 2007 which establilsh tax accounting recognition standard of mdeehlithan-not, which is a lower threshold
than NSTAR’s previous tax benefit recognition pglit/pon the adoption of the standard, NSTAR recoephithe entire $39.6 million amount
plus interest as an increase to its January 1, Bft@ihed earnings balance.

Construction-related Costs - Simplified Service {Qdsthod (SSCM)

In 2004, NSTAR amended its 2002 Federal incomedaxn to change its method of tax accounting &tain construction-related overhead
costs previously capitalized to plant under a medhagy prior to SSCM. Under SSCM, certain costsolthivere previously capitalized for tax
purposes are deducted in the year incurred. NSTIAlRed additional deductions related to the taoaating method change in its 2002-2004
returns of $368.9 million. In 2005, NSTAR receiiedmal notification from the IRS that the claim & amended income tax return was
denied. NSTAR did not receive the requested reamdunt due.

In August 2005, the IRS issued a Revenue RulingTardsury Regulations related to the SSCM to duttaese levels of construction-related
cost deductions by utilities and others. Under Regulation, the SSCM is not available for the migjaf NSTAR'’s constructed property for
the years 2005 and forward. NSTAR was
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required to make a cash tax payment to the IR294 million in late 2006 representing the disabd SSCM deductions taken for 2002-
2004 even though the tax refund was never receiMeid.payment will be fully refunded with interéastNSTAR, once this tax position is
resolved. This refund has been recorded as a ¢usfemdable income tax on the accompanying Codatdd Balance Sheets.

IRS Appeals and Examinations

As of December 31, 2009, the 2001 through 2007rédded state tax years remain open (including8€M and RCN Share Abandonment
matters) and all years are at the IRS Office of &gip.

NSTAR is negotiating with IRS Appeals in an attertgpsettle all issues relating to years 2001 thna2@07. To date, we have reacl
agreement on the SSCM issue with a closing agreeexpected to be signed in the first quarter of®Q@1pon approval of the settlement by
U.S. Congress Joint Committee on Taxation, NSTAReeis receipt of the $129 million of its refundaisleome tax receivable, plus interest,
by mid-2010. Potential settlement discussions edl& the RCN matter are continuing, however, ithing of any final settlement is uncertain
as well as whether an agreement can be reachadat@unt that would be acceptable to NSTAR. Ifgreament is reached, it is reasonably
possible that a charge could be recognized. Sugeagent would also require Joint Committee apprduahe event that NSTAR is
unsuccessful in reaching a reasonable settlemeeémgnt with the IRS Appeals, it will continue therent plan to litigate the RCN tax mat
This action would delay resolution of this tax reatbeyond 2010.

The 2008 Federal income tax return has been exanuinger the IRS Compliance Assurance Process (BAPNSTAR has received a “no
change” letter. The 2009 Federal income tax reibeing reviewed under CAP. This program accedsrdte examination of the return in an
attempt to resolve issues before the tax retufitets. The outcome of any potential audit adjustteeand the timing are uncertain.

Interest on Tax Positions

NSTAR recognizes interest accrued related to uaitetax positions in Interest charges: Interesvine and other, net and related penaltie
applicable, in Other deductions, on the accompan@ansolidated Statements of Income. This accogmtailicy is consistent with the
recognition of these items prior to the adoptionhef accounting standard for uncertain tax positiéior the years ended December 31, 2009,
2008 and 2007, the amount of interest income reagedron the accompanying Consolidated Statementeome was $6.8 million, $4.6
million, and $9.1 million, respectively, and théaioamount of accrued interest receivable on tlvempanying Consolidated Balance Sheets
was $24.6 million and $17.8 million at December 2009 and 2008, respectively. No penalties weregeized during 2009 and 2008.

In addition to its uncertain tax position liabilitNSTAR has unrecognized benefits associated witlrést on construction-related uncertain tax
positions. These unrecognized benefits were $4amifind $9 million as of December 31, 2009 and 20€&ectively. As a result of the
settlement agreement reached with IRS Appeals @MV58$ is unlikely that additional benefits will recognized on this issue. The agreement
reached with the IRS is subject to approval bytldmmmittee.

Note H. Pension and Other Postretirement Benefits

NSTAR accounts for its Pension and PBOP Plansdnrdance with the provisions of an accounting stathdhat requires an employer witl
defined benefit plan or other postretirement ptarecognize an asset or liability on its balanaeesifior the funded status of its plan. The
pension asset or liability is the difference betw#ee fair value of the plan’s assets and the ptegebenefit obligation as of year-end. For other
postretirement benefit plans, the asset or lighidithe difference between the fair value of ttenjs assets and the accumulated postretirement
benefit obligation as of year-end. As a result §MAR’s approved regulatory rate mechanism for recpwf pension and postretirement costs,
NSTAR has recognized a regulatory asset for th@ntgjof its pension and postretirement costséw lof taking a charge to AOC
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1. Pension

NSTAR provides a defined benefit retirement pléve, NSTAR Pension Plan (the Plan), that covers anbatly all employees. Retireme
benefits are based on various final average pagutare. NSTAR also maintains a non-qualified supgletal retirement plan for certain
management employees.

The Plans use December®1 for the measurementaddégermine their projected benefit obligation &id value of plan assets for the
purposes of determining the Plans’ funded statdstlae net periodic benefit costs for the followiresr.

The following tables for NSTAR’s Pension benefiaps present the change in benefit obligation, chamghe Plans’ assets, the funded status,
the components of net periodic benefit cost anddesypmptions used:

Years Ended December 31,

(in thousands) 2009 2008
Change in benefit obligatiol
Benefit obligation, beginning of the ye $1,068,39: $1,057,401
Service cos 22,14% 21,27:
Interest cos 64,31¢ 63,64
Plan participan’ contributions 19 24
Actuarial loss/(gain 50,17¢ (7,667)
Settlement paymen (9,939 (11,669
Benefits paic (54,215 (54,62))
Benefit obligation, end of the ye $1,140,90. $1,068,39:
Years Ended December 31
(in thousands) 2009 2008
Change in Plan asse
Fair value of Plan assets, beginning of the $ 716,7U $1,049,37
Actual return on Plan assets, 82,10¢ (338,99()
Employer contributiot 127,35( 72,58¢
Plan participan’ contributions 19 24
Settlement paymen (9,939 (11,669
Benefits paic (54,215 (54,62))
Fair value of Plan assets, end of the \ $ 862,03¢ $ 716,71(
Funded status, end of ye- under funde« $ (278,861) $ (351,68:)

Source of change in other comprehensive income:

Years Ended
December 31,

(in thousands) 2009 2008
Net loss arising during peric $(2,840) $(2,320)
Amortization:
Prior service cos 35 1,00¢
Actuarial loss 1,33 872
Total other comprehensive loss recognized duriegytdar $(1,46¢) $ (449

The entire difference between the actual and ergaetturn on Plan assets is reflected as a compohenrecognized actuarial net gain or
loss.
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Amounts recognized in the accompanying ConsolidBeddnce Sheets consisted of:

December 31

(in thousands) 2009 2008
Current liabilities- other $ (2,500 $ (2,500
Deferred credits and other liabiliti- pension and other postretirement liabi (276,36¢) (349,18)

$(278,86()  $(351,68)

Amounts not yet reflected in net periodic benefistcand included in AOCI and regulatory as

Prior service cred| $ 1,99: $ 2,69¢
Accumulated actuarial los (660,84() (688,88")
Cumulative employer contributions in excess ofperiodic benefit cos 379,98 334,50!
Net unrecognized periodic pension benefit coseotéld on the accompanying Consolidated Bal

Sheets $(278,86¢) $(351,68))

The estimated prior service credit and net actuknss that will be amortized from AOCI and regolat assets into net periodic benefit cost in
2010 are $708,000 and $50.9 million, respectively.

The accumulated benefit obligation for the quatifieension plan as of December 31, 2009 and 2008 $&035.4 million and $969.6 million,
respectively.

The projected benefit obligation, accumulated biéebfigation and fair value of plan assets for ttom-qualified retirement plan were $49.2
million, $45 million, and $0, respectively, as oé&@mber 31, 2009 and were $46 million, $42.1 nmilliand $0, respectively, as of
December 31, 2008.

Weighted average assumptions were as follows:

2009 2008 2007
Discount rate at the end of the y: 5.85% 6.25% 6.25%
Expected return on Plan assets for the 9.C% 9.0% 9.C%
Rate of compensation increase at the end of the 4.C% 4.0% 4.C%

The Plans’ discount rates are based on a rate ingdefla bond portfolio that approximates the Rlahilities. The Plans’ expected long-term
rates of return are based on past performanceambmic forecasts for the types of investments hette Plans as well as the target
allocation of the investments over a long-term qubriActuarial assumptions also include an assumedfor administrative expenses and
investment expenses, which have averaged appradyr@6% for 2009, 2008, and 2007.

Components of net periodic benefit cost were devid:

Years ended December 3.

(in thousands) 2009 2008 2007
Service cos $ 22,147 $ 21,27 $ 21,53(
Interest cos 64,31¢ 63,64: 62,154
Expected return on Plan ass (58,120 (86,279 (83,439
Amortization of prior service (credit) co (70€) 20 20
Recognized actuarial lo: 54,23¢ 16,19¢ 21,13t
Net periodic benefit co: $ 81,87 $ 14,85¢ $ 21,40

Employer contributions in 2009 of $125 million werade to the qualified plan and $2.4 million of wdoutions in the form of benefit
payments to the nogualified plan. NSTAR anticipates making contributs to its qualified Pension Plan in 2010 of apprately $25 million
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The estimated benefit payments for the next 10syage as follows:

(in thousands)
2010 $ 70,38¢
2011 74,52
2012 78,36:
2013 74,53¢
2014 75,907
2015- 2019 398,58
Total $772,29:

2. Postretirement Benefits Other than Pension (BBOP

NSTAR provides health care and other benefitsticectemployees who meet certain age and yeamsroice eligibility requirements. Und:
certain circumstances, eligible retirees are reglio contribute to the costs of postretirementbien Postretirement benefits provided to
employees of the discontinued operations of MATEPret included in the following disclosures. Thenbfit obligation related to the
discontinued operations amounted to $7.2 milliod $6.2 million at December 31, 2009 and 2008, respely.

NSTAR's other postretirement benefits are not vestedtaedCompany has the right to modify any benefitvigion, including contribution
requirements, with respect to any current or foramaployee, dependent or beneficiary.

NSTAR provides prescription drug benefits to retre¢hat are at least actuarially equivalent tdotirgefits provided under Medicare Part
NSTAR receives subsidies to provide prescriptiamgdsrograms for eligible former employees age 6barer, in the form of direct t-
exempt cash payments. The subsidy reduces senstewd interest cost when it is recognized asygpooent of net periodic postretirement
benefits cost, and it reduced NSTAR’s net periguiistretirement benefit cost by approximately $7iion and $12 million in 2009 and 2008,
respectively. However, as a result of the PAM, ¢hessiuctions do not have a material impact on tedagarnings.

NSTAR's PBOP plan uses Decembers81 for the measurenaéatal determine its benefit obligation and failueaof plan assets for the
purposes of determining the plan’s funded stataisthe net periodic benefit costs for the followiresr.

The following tables for NSTAR’s PBOP plan presehis change in benefit obligation, change in thanjsl assets, the funded status, the
components of net periodic benefit cost and keyragsions used for continuing operations:

Years ended December 31,

(in thousands) 2009 2008
Change in benefit obligatiol
Benefit obligation, beginning of the ye $622,80¢ $590,17(
Service cos 5,861 5,60¢
Interest cos 35,74« 35,94(
Plan participan’ contributions 2,57¢ 2,83¢
Actuarial (gain)/los: (5,639 17,99t
Benefits paic (31,759 (32,179
Federal subsid 2,29( 2,42¢
Benefit obligation, end of the ye $631,89! $622,80¢
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Years ended December 3:

(in thousands) 2009 2008
Change in the pl¢s assets
Fair value of the plé's assets, beginning of the yi $228,41¢ $ 360,18t
Actual return on plg's asset 53,54 (117,43¢)
Employer contributiot 30,00( 15,00(
Plan participan’ contributions 2,57¢ 2,83¢
Benefits paic (31,752 (32,179
Fair value of the plé's assets, end of the ye $282,78! $ 228,41

The plan’s funded status was as follows:

Years ended December 3:

(in thousands) 2009 2008
Funded status, end of ye- under funde« $(349,11() $(394,39()
Amounts recognized in the accompanying ConsolidBtddnce Shee

Deferred credit- pension and other postretirement liabilit $(349,11() $(394,39()

Years ended December 31,

2009 2008
Amounts not yet reflected in net periodic benefistcand included in AOCI and regulatory ass
Transition obligatior $ (2,449 $ (3,259
Prior service credi 9,08¢ 10,56(
Accumulated actuarial los (251,75) (312,194
Cumulative net periodic benefit costs in excessmployee contribution (104,007 (89,500
Net amount recognized in statement of financialtfms $(349,110) $(394,39()

Source of change in other comprehensive income:

Years ended December 31,

(in thousands) 2009 2008
Net loss arising during peric $ 4 $ (1,23))
Amortization:
Transition obligatior 6 5
Prior service credi 15 (10%)
Actuarial loss 205 19t
Total other comprehensive gain (loss) recognizethduhe yea $ 18t $ (1,149

The estimated transition obligation, prior serwicedit and net actuarial loss that will be amodif®m AOCI and regulatory assets into net
periodic benefit costs in 2010 are $0.8 million,Sillion, and $19.2 million, respectively.

Weighted average assumptions were as follows:

2009 2008 2007
Discount rate at the end of the y: 6.0(% 6.1(% 6.25%
Expected return on the pl¢ assets for the yei 9.C% 9.C% 9.C%
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For measurement purposes, an 8.0% weighted armeahcrease in per capita cost of covered mediaahs was assumed for 2009. This rate

is assumed to decrease gradually to 5% in 2015emndin at that level thereafter. Dental claimsassumed to increase at a weighted annual
rate of 4%.

A 1% change in the assumed health care cost tegadvwould have the following effects:

One-Percentag-Point

(in thousands) Increase Decrease
Effect on total service and interest cost companémt200¢ $ 6,63 $ (5,269
Effect on December 31, 2009 postretirement beobfigation $88,27( $(72,04¢)

Components of net periodic benefit cost were devid:

Years ended December 31,

(in thousands) 2009 2008 2007
Service cos $ 5,861 $ 5,60¢ $ 5,541
Interest cos 35,744 35,94( 35,31:
Expected return on pl’'s asset (17,940 (28,487 (28,18¢)
Amortization of prior service co: (1,472 (1,472 (1,472)
Amortization of transition obligatio 811 811 81z
Recognized actuarial lo: 19,20¢ 8,77¢ 10,95:
Net periodic benefit co: $ 42,21 $21,18: $ 22,96¢

NSTAR anticipates making contribution of approxigigt$35 million to its other postretirement benefian in 2010
The estimated future cash flows for the years &089 are as follows:

Estimated expecte:

Gross estimatec cash inflows from

(in thousands) benefit payments Medicare subsidy
2010 $ 32,24¢ $ 2,102
2011 34,04 2,231
2012 35,10¢ 2,39¢
2013 36,57( 2,54:
2014 37,87¢ 2,69:
2015- 2019 213,21 14,70:
Total $ 389,05 $ 26,67

3. Pension and PBOP Plan Assets
Investment objective

The primary investment goal of the Pension Plao echieve a total annualized return of 9% (beéeenses) over the long-term. Risk is
regularly evaluated, compared and benchmarkedatwsphith a similar investment strategy. The Plao aktempts to minimize risk by not
having any single security or class of securitiéh & disproportionate impact on the Plan. NSTARently uses over 20 asset managers to
manage its plans’ assets. As a guideline, assetiversified by asset classes (Equity, Fixed InepReal Estate, Alternative Investments) and
within these classes (i.e., economic sector, imgystuch that, for each asset manager:

. No more than 6% of an asset man’s equity portfolio market value may be investedme compan'
. Each equity portfolio should be invested in at i&fsdifferent companies in different industr
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. No more than 50% of each equity portf’s market value may be invested in one industryoseahd
. No more than 5% of a fixed income man¢s portfolio may be invested in the security of ssuer, except the U.S. Governm
and its agencie!

The PBOP Plan’s primary investment goal is to eatarns comparable to peers and appropriate bemmkbma

Investment Valuation of Pension and PBOP As:
Investments stated at fair value as determinedulbyegl market prices for identical assets (Levehdlude:

. Shares of registered investment companies valutadratalue as determined by quoted market pribased upon net asset va
(NAV)

. Domestic and foreign common equity securities aad estate investment trusts valued using quotellehprices of a national
securities exchanc

. U.S. Government securities valued on an activertgacharket
. Futures contracts valued at the last settlemeoé @t the end of each day on the exchange uporhlingy are trade

Investments stated at estimated fair value usiggifétant observable inputs (Level 2) include:
. Interest bearing cash in an institutional s-term investment vehicle valued da

. Fixed income investments consisting of domesticfaneign corporate bonds, collateralized mortgdgéations and othe
securitized vehicles are valued on the basis afatadns furnished by a pricing service, which daiees valuations using methods
based on market transactions for comparable seughd various relationships between securitibi;iware generally recognized
by institutional trader

. Domestic preferred equity securities valued byiaimy service
. Common/collective trusts valued at NAV without atjuent

Investments valued at estimated fair value usiggicant unobservable inputs (Level 3) include:
. Hedge funds and limited partnerships valued at Ndiout adjustment
. An immediate participation guarantee contract aithinsurance company stated at contract value hwapproximates fair valu

Significant Investment Risks of Level 3 Investments

Certain real estate limited partnerships have l@mgy lock-up provisions (7-10 years) that are idezhto allow for an orderly investment and
dissolution of the partnership as the underlyingperties are sold. Certain hedge funds have itstittemporary redemption restrictions as of
December 31, 2009. Others have monthly, quartergnaual restraints on redemptions or may requiv@@ace notice for a redemption.
Management does not believe that these liquidgyrictions impair the Plan’s ability to transactdeenptions at NAV, which the Plans utilize
for fair value for those investments.

The Pension Plan also had $59 million of unfunde@stment commitments to real estate limited pastips at December 31, 2009. These
commitments must be fulfilled by June 2012.
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The fair value of NSTAR’s Pension Plan assets aieD#er 31, 2009 by asset category, are as follows:

Fair Value Measurements ai
December 31, 2009

Significant Significant
Active Observable Unobservable
Market
Prices Inputs Inputs
(in millions) Total (Level 1) (Level 2) (Level 3)
Asset categor
Equity securities (37% of total
Domestic—- common and preferre $71 $ 70 $ 1 $ =
Foreign— common 33 33 — —
Common/collective trusi 18¢ — 18¢ —
Hedge fund: _ 4 — — 41
Total equity securitie 334 10 19C 41
Fixed income securities (31% of tote
Domestic and foreign corporate bor 88 — 88 —
Interest bearing cas 27 — 27 —
Common/collective trust 86 — 86 —
Registered investment compan 8C 52 28 —
Guaranteed investment contr. 4 — — 4
Total fixed income securitie 28t 52 22¢ 4
Real estate investments (9% of tot
Real estate investment tru: 1 1 — —
Common/collective trust 7 — 7 —
Limited partnership 78 — — 78
Hedge fund: 3 — — 3
Total real estat _ 8¢ 1 7 81
Alternative investments (23% of tota
Hedge fund: 21F — — 21¢
Total alternative investmen 21F — — 21t
Total (prior to 401(h) allocatior _92¢ 15€ 42€ 341
Allocation of 401(h) accour _(61) (10) (28) (23
Net assets of Pension Pl $862 $ 14¢€ $ 39¢ $ 31¢

The assets of NSTAR’s Pension Plan include a 40dgbdunt that has been allocated to provide healthwelfare postretirement benefits
under the PBOP Plan. The Pension Plan 401(h) at&arsubset of the Pension Plan assets and reftetted as a component of the Pension
Plan net assets.

The following reflects the weighted average asBetation percentage of the fair value of the Pengtlan’s assets for each major type of asset
as of December 31 as well as the targeted ranges:

Plan Assets Target
Asset Category 200¢ 200¢ Range: Typical Benchmark
Equity securitie: 20%-
37% 2% 4C% MSCI ACWI
Debt securities 20% -
31 28 4% Barclays Aggregat
Real Estatt 10%-
9 20 2C% NCREIF Property Inde
Alternative 20%-
23 23 3C% HFRI Fund of Funds Composite Inc
Total 10C%  100%

79



WPD-6
Screening.Data.Rart.1.0f.2
Page 9178 of 9808

Table of Contents

Fair Value Measurements Using Significan
Unobservable Inputs (Level 3)

Guaranteed
Hedge
Limited Investment
(in millions) Funds Partnerships Contract Total
Beginning balance at December 31, 2i $28¢ $ 168 $ 4 $ 45€
Actual return on plan asse
Relating to assets still held at the reporting 74 (34) — 4C
Relating to assets sold during the pel a7 2 — (29
Purchases, sales, and settlem (87) (49) — (13¢)
Transfers in and/or out of Level — — — —
Ending balance at December 31, 2! $25¢ $ 78 $ 4 $ 341
The fair values of NSTAR’s PBOP Plan assets at Bseg 2009 by asset category, are as follows:
Fair Value Measurements al
December 31, 2009
Significant Significant
Active Observable Unobservable
Market
Prices Inputs Inputs
(in millions) Total (Level 1) (Level 2) (Level 3)
Asset Categor
Equity securities (50% of total
Foreign- common $ 24 $ 24 $ — $ —
Registered investment compan 1 1 — —
Common/collective trusi 70 — 70 —
Limited partnership 16 — — 16
Total equity securitie 111 25 70 16
Fixed income securities (34% of tote
U.S. Government securitit 1 1 — —
Interest bearing cas 7 — 7 —
Common/collective trust 40 — 40 —
Domestic corporate boni 27 — 27 —
Asset backed securiti 2 — — 2
Total fixed income securitie 77 1 74 2
Real estate investments (7% of tot
Limited partnership 14 — — 14
Total real estat 14 — — 14
Alternative investments (9% of tota
Hedge fund: 20 — — 20
Total alternative investmen 20 — — 2C
Total (prior to 401(h) allocatior $222 $ 26 $ 144 $ 52
Allocation of 401(h) accour 61 10 28 23
Net assets of PBOP Pl $28¢ $ 36 $ 172 $ 75
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The following reflects the weighted average ashetation percentages of the fair value of the PB®dh assets for each major type of assets
as of December 31 as well as the targeted ranges:

Plan Assets Target
Asset Category 200¢ 200¢ Range: Typical Benchmark
Equity securitie: 40%-
50% 38% 6C% MSCI ACWI
Debt securitie: 25%-
34 29 3% Barclays Aggregat
Real Estate 5% -
7 16 15% NCREIF Property Inde
Alternative 5% -
9 17 1=% HFRI Fund of Funds Composite Inc
Total 10C%  100%

Fair Value Measurements Using Significant
Unobservable Inputs (Level 3)

Hedge Corporate Asset
Limited Backed
(in millions) Funds Bonds Partnerships Securities Total
Beginning balance at December 31, 2! $ 25 $ 1 $ 62 $ 1 $ 8¢
Actual return on plan asse
Relating to assets still held at the reporting 1 3 — 10 — 13
Relating to assets sold during the pel —
— (1) — 1)
Purchases, sales, and settlem 8 Q) (47) 1 (49
Transfers in and/or out of Level — —
Ending balance at December 31, 2! $ 20 $ — $ 30 $ 2 $ 52

4. Savings Plan

NSTAR also provides a defined contribution 401 (lanpfor substantially all employees. Matching cidmitions (which are equal to 50% of t
employees’ deferral up to 8% of eligible base amshancentive compensation subject to statutoritd)nmcluded in the accompanying
Consolidated Statements of Income amounted tor@8lidn, $9.4 million, and $8.9 million in 2009, 28, and 2007, respectively. The election
available to participants to reinvest dividendgdpai the NSTAR Common Share Fund or receive thidelivs in cash is subject to a freeze
period beginning seven days prior to the date avigehd is paid. During this period, participanemoot change their election. NSTAR
dividends are paid to this plan four times a yedfébruary, May, August, and November.

Note I. Stock-Based Compensation

The NSTAR 2007 Long Term Incentive Plan (the 20@hPpermits a variety of stock and stock-basedrdsyancluding stock options,
deferred stock awards, and performance share grzitged to key employees. The aggregate numberofron shares that are available for
award under the 2007 Plan is 3.5 million. The Rilaits the terms of awards to ten years and pradithie granting of awards beyond ten years
after its effective date. In general, stock optiand deferred shares vest over a three-year pidoddate of grants. Performance share units
vest only at the end of a three year performancdeg# performance conditions are met. The Exa@ifersonnel Committee (EPC) of the
Board of Trustees approves stock-based awarddl fexecutives and other key employees. HoweverCthief Executive Officer’'s (CEO)

award must also be approved by the independent erwsnolb the Board of Trustees. The EPC and Boafdudtees established that the date of
grant for annual stock-based awards under theiPlgne date each year on which the Board of Tresapproves the CEO’s stock award. This
date is when all participants are notified of theirards. Options are granted at the full marketepof the common shares on the date of grant.
The aggregate remaining number of common shareéksbleafor award under the Plan as of Decembe2809 is 1,928,263.
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Stock-based compensation activities of the Plane as follows:

Stock Options:
2009 2008
Weighted Weighted
Average Average
2009 Exercise 2008 Exercise
Activity Price Activity Price
Options outstanding at Januar 2,327,03. $28.71 2,234,20: $ 28.0¢
Options grante: 352,00( $ 34.0: 329,00( $ 32.4¢
Options exercise (180,66°) $ 25.0¢ (185,33¢) $ 26.1¢
Options forfeitec (44,000 $ 34.6% (50,839 $ 33.8-
Options outstanding at December 2,454,36 $29.6: 2,327,03. $ 28.71
Summarized information regarding stock options taumding at December 31, 2009:
Options Outstanding Options Exercisable (Vested
Weighted Weighted
Average Weighted Aggregate Average Weighted Aggregate
Remaining Remaining
Contractual Average Intrinsic Contractual Average Intrinsic
Number Exercise Value Number Exercise Value
Exercise Prices Qutstanding Life (Years) Price (000’s) Exercisable Life (Years) Price (000’s)
$22.19 4,20( 04C $221¢ % 61 4,20( 04C $221¢ % 61
$22.67 42,00( 23C $2267 $ 59 42,00( 23C $2267 $ 59
$21.60 267,00( 3.3t $216( $ 4,05¢ 267,00( 3.3t $216( $ 4,05¢
$24.21 351,00( 4.3: $24.21 $ 4,421 351,00( 4.3: $24.21 $ 4,421
$29.60 414,66 544 $29.6( $ 2,98¢ 414,66 544 $29.6( $ 2,98¢
$27.73 364,00( 6.3z $27.7: $ 3,301 364,00( 6.3z $27.7: $ 3,301
$36.89 380,50( 7.34 $36.8¢ — 241,24( 7.34 $36.8¢ —
$32.45 293,00( 8.0¢ $324t $ 1,27¢ 72,57( 8.0¢ $324t $ 31¢
$34.02 338,00( 9.0¢ $34.02 $ 94C — — — —
2,454,36 6.2: $29.6: $17,63¢ 1,756,67 5.3¢  $27.88 $15,73"

There were 1,756,677, 1,567,304, and 1,287,092k stptions exercisable as of December 31, 20098,280d 2007, respectively. As of
December 31, 2009, 2008, and 2007, the associaghted average exercise price of these exercisgibiens is $27.85, $26.59, and $22.38,
respectively. The total intrinsic value (the marggte of the common shares on the date exerdisgslthe option exercise prices) of options
exercised during the years ended December 31, 2008, and 2007 was $1.4 million, $1.4 million, &%3 million, respectively.

The stock options granted in 2009, 2008 and 200@ hagrant date fair value of $3.64, $3.76, and %4espectively. The fair value was
estimated using the Black-Scholes option-pricingleldhat uses the assumptions in the table beltw.€ekpected option lives are based on the
average historical time frame that options are etgqubto remain unexercised. Expected volatilitiestssed on the historical performance of
NSTAR's stock price. The risk-free interest rate is loage the U.S. Treasury Strip in effect on granedate fair values were computed using
the following range of assumptions for NSTAR'’s &taptions for the years ended December 31:

2009 2008 2007
Expected life (years 6.C 6.C 6.C
Risk-free interest rat 1.8%% 3.17% 4.56%
Volatility 20.(% 16.4% 14.6%
Dividends 4.42% 3.81% 3.85%
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Deferred Shares:

2009 2008
Weighted Weighted
Average Average

Grant Grant
Date Fair Date Fair

2009 Value 2008 Value

Activity Price Activity Price
Nonvested deferred shares at Janue 463,21 $ 31.7¢ 544,06 $ 31.3¢
Deferred shares grant 134,05( $ 34.02 125,25( $32.4¢
Deferred shares vest: (328,17 $30.7: (187,93 $ 31.0:
Deferred shares forfeite (10,069 $ 34.1% (18,166 $ 33.0¢
Nonvested deferred shares at Decembe 259,02: $ 34.1¢ 463,21 $ 31.7¢

The fair value of deferred shares vested durin@20@ 2008 was $10.3 million and $6.2 million, exjvely.

Performance Share Units:

Weighted Weighted
Average Average
Grant Grant
Date Fair Date Fair
2009 Value 2008 Value
Activity Price Activity Price
Performance share units at Janua 67,13 $ 32.7( — $ —
Performance share units gran 78,75( $33.88  70,35( $ 32.7(
Performance share units ves — $ — — $ —
Performance share units forfeit (3,74)) $33.47 (3,219 $ 32.7(
Nonvested performance share units outstanding e¢mber 3 142,14¢ $33.3: 67,137 $ 32.7(

Performance share unit awards under the 2007 Blataio performance criteria that affect the nundfeshares that ultimately vest.
Restrictions on performance share unit awards lafiee a three-year period contingent on achievermkcertain earnings growth performance
measures. These awards grant the right to recaivke end of the performance period, a variableber of shares based on the level of
NSTAR's earnings growth and a total shareholder retahis compared to companies in the EEI Index. Vaig@able range extends from 0%
to 170% of the granted awards. The 2009 and 20G8rpgance awards grant date fair values were egtidnt® be $33.85 and $32.70,
respectively for the targeted performance leveiisgia binomial option-pricing model.

Management evaluates the probability of meetingoirdormance criteria at each balance sheet dalteedasted compensation cost is amortized
over the performance period on a straight-linesdsithe performance is not achieved, no compénsabst is recognized and any previously
recognized compensation cost is reversed. No pedoce share units vested during 2009.

Total Stock-Based Compensation

As of December 31, 2009, the total stock-based emsgtion cost related to nonvested stock opticefered share awards and performance
share units not yet recognized was $9 million. fidreaining weighted average period over which tetiatk-based compensation will be
recognized is 1.65 years.

Total stock-based compensation cost recognizeakim¢companying Consolidated Statements of Incar2é@9, 2008 and 2007 was $8.5
million, $9.7 million, and $8.9 million, respectiye Approximately $1.6 million, $1.9 million, andl$ million of costs related to stock options
are included in the 2009, 2008 and 2007 stock-besegpensation totals, respectively.
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2010 Awards
On January 28, 2010, NSTAR granted awards, uneetetims of the 2007 Plan, of 289,000 stock opti®42,450 deferred shares, and 81,150
performance based share units to executives amgr seanagers.

Stock options, deferred shares and performance shmis granted on January 28, 2010 have a grémtfaiavalue of $4.87, $35.28 and $37
respectively. The grant date fair value of defesdres and the exercise price of stock options@ual to the closing price of the Company’s
common shares on January 28, 2010.

Note J. Capital Stock and Accumulated Other Comprelnsive Income
NSTAR's Board of Trustees declared dividends per comsiame of $1.525, $1.425, and $1.325 in 2009, 2808,2007, respectively.

Common Shares
Common share and accumulated other comprehensiwemimactivity in 2009 and 2008 was as follows:

Accumulated

Premium on Other
Comprehensive
Number Total Par Common
(in thousands) of Shares Value Shares Income
Balance at December 31, 20 106,80¢ $106,80¢ $818,67: $ (12,59)
Continuing operations activitie
Equity compensation plans (Note — — (73 —
Pension and postretirement benefit costs — — — (900
Total continuing operations activitis — — (73 (900)
Discontinued operations activit
Postretirement benefit costs, | — — — (32
Total activity — — (73 (932)
Balance at December 31, 2C 106,80¢ 106,80¢ 818,60: (13,529
Continuing operations activitie
Equity compensation plans (Note — — (5,117 —
Pension and postretirement benefit costs — — — (649)
Total continuing operations activiti — — (5,11 (649)
Discontinued operations activit
Postretirement benefit costs, | — — — (154)
Total activity — — (5,117 (803)
Balance at December 31, 20 106,80¢ $106,80¢ $813,49( $ (14,329
Cumulative Preferred Stock of Subsidiary
Non-mandatory redeemable series:
Par value $100 per share, 2,890,000 shares awtdaxizd 430,000 shares issued and outstanding:
(in thousands, except per share amounts)
Current Redemptior December 31 December 31
Shares Price/
Series Outstanding Share 2009 2008
4.25% 180,00 $103.62! $ 18,00( $ 18,00(
4.78% 250,00( $102.80 25,00( 25,00(
Total nor-mandatory redeemable ser $ 43,00( $ 43,00(
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NSTAR Electric has two outstanding series of-mandatory redeemable preferred stock. Both sarepart of a class of NSTAR Electric’s
Cumulative Preferred Stock. Upon any liquidatiod&TAR Electric, holders of the Cumulative Prefdretock are entitled to receive the
liguidation preference for their shares before disjribution to the holder of the common stock. Tijaidation preference for each outstanding
series of Cumulative Preferred Stock is equal éoptlr value ($100.00 per share), plus accrued apdid dividends.

Note K. Indebtedness
Long-Term Debt
NSTAR's long-term debt consisted of the following:

December 31,

(in thousands) 2009 2008
Mortgage Bonds, collateralized by property of ofiatasubsidiary
NSTAR Gas
7.04%, due September 20 $ 25,00( $ 25,00(
9.95%, due December 20 25,00( 25,00(
7.11%, due December 20 35,00( 35,00(
NSTAR
Notes:
8.0%, due February 20: 500,00( 500,00(
Debentures
4.50%, due November 20: 350,00( —
NSTAR Electric
Debentures
7.80%, due May 201 125,00( 125,00(
4.875%, due October 20: 400,00( 400,00(
4.875%, due April 201 300,00t 300,00(
5.625%, due November 20. 400,00( 300,00(
5.75%, due March 203 200,00( 200,00(
Bonds:
Massachusetts Industrial Finance Agency (MIFA) kx
5.75%, due February 20: 15,00( 15,00(
HEEC
7.375% Sewage facility revenue bonds, due througtd 8,35¢ 9,98¢

Funding Companies
Transition Property Securitization Certificat

7.03%, due through March 20 6,817 75,55¢
4.13%, due through September 2( 118,17( 203,47!
4.40%, due through September 2( 144,77 144,77
2,653,111 2,358,78:
Unamortized debt discou (7,52¢) (5,607)
Unamortized debt premiul 4,09: —
Amounts due within one ye (683,24() (93,26%)
Total lon¢-term debt $1,966,44. $2,259,91

The agreement to sell MATEP for approximately $&#0ion in cash allows NSTAR to retire MATEP's otasding long-term debt with a
portion of the proceeds from sale. At December28D9, $84.2 million net of
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unamortized debt discount was outstanding andnoidded in the table above. MATEP will continuemake required payments related to this
debt in the period leading up to the sale closiatg @xpected towards the end of the first quarteady part of the second quarter of 2010.

Consistent with the recovery in utility rates, digots, redemption premiums and related costs agedoivith the issuance and redemption of
long-term debt of NSTAR Electric and NSTAR Gas @eterred and amortized as an addition to interggtrese over the life of the original or
replacement debt.

On August 9, 2007, NSTAR Electric received DPU appt to issue up to $400 million of long-term dsbturities from time to time through
December 31, 2008 and a registration statemenban 5-3 was filed with the SEC. On November 19,20MSTAR Electric sold $300
million of ten-year fixed rate (5.625%) Debentur@s November 25, 2008, the DPU allowed NSTAR Eledtr extend the period of its
financing plan with additional time to issue thenggning $100 million in long-term debt securitiesno later than December 31, 2009. On
February 13, 2009, NSTAR Electric sold, at a premi$100 million of fixed rate (5.625%) Debenturesedovember 15, 2017 (effective rate
of 4.976%). The Debentures form a single seriesamadungible with the Debentures issued on NoveriBe2007. NSTAR Electric used the
proceeds from the issuance of these securitieadade its capital expenditures, for repaymenthofisterm debt, and for general working
capital purposes.

On April 6, 2009, the DPU approved NSTAR Electrin&wy two-year financing plan to issue an additid&)0 million in long-term debt
securities. On October 9, 2009, in connection Witk filing, NSTAR and NSTAR Electric filed a regiation statement on Form S-3 with the
SEC to issue debt securities from time to timeria or more series. On November 17, 2009, NSTAR, stld discount, $350 million of fixed
rate (4.5%) Debentures due November 15, 2019. NSigerl the proceeds from the issuance of theseitsesdor the repayment of
outstanding short-term debt balances and genenm&iingpcapital purposes.

The 5.75% tax-exempt unsecured MIFA bonds due 20&4urrently redeemable at par.

Sewage facility revenue bonds are tax-exempt, stiijeannual mandatory sinking fund redemption iegents and mature through 2015.
Scheduled redemptions of $1.65 million were mad20id9 and 2008. The interest rate of the bondsAa&b% for both 2009 and 2008.

The Transition Property Securitization Certificatetd by NSTAR Electric’s subsidiaries, BEC FundirigC, BEC Funding I, LLC and CEC
Funding, LLC (Funding companies), are each coliz¢erwith separate securitized regulatory assets @ambined balances of $281.1 million
and $434 million as of December 31, 2009 and 268shectively. NSTAR Electric, as servicing agemttfee Funding companies, collected
$173.5 million and $179.9 million in 2009 and 20@8spectively. Funds collected from the compamiespective customers are transferred to
each Funding companies’ Trust on a daily basissé&t@ertificates are non-recourse to NSTAR Electric.

The aggregate principal amounts of NSTAR’s laegn debt (including securitization certificateslasinking fund requirements) due in the 1
years subsequent to 2009 are approximately $68#¥mih 2010, $86 million in 2011, $486 million 2012, $46 million in 2013, $317 millic
in 2014 and $1.04 billion thereafter.

Financial Covenant Requirements and Lines of Credit

NSTAR and NSTAR Electric have no financial covenagjuirements under their respective I-term debt arrangements. NSTAR Gas has
financial covenant requirements including a minimeuity requirement under its long-term debt aresmgnts and was in compliance at
December 31, 2009 and 2008. NSTAR’s long-term déixtr than the secured debt of NSTAR Gas and tigeterm debt of its discontinued
operation subsidiary, MATEP, is unsecured.

NSTAR currently has a $175 million revolving credgreement that expires December 31, 2012. At DeeeBil, 2009 and 2008, there w
no amounts outstanding under the revolving cregtié¢@ment. This credit facility serves as a backud$TAR’s $175 million commercial
paper program that, at December 31,
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2009 and 2008, had zero and $175 million, respelgtilynder the terms of the credit agreement, NST&Rquired to maintain a maximum
total consolidated debt to total capitalizationaatf not greater than 65% at all times, excludimgnsition Property Securitization Certificates,
and excluding accumulated other comprehensiveffoss common equity. Commitment fees must be paithertotal agreement amount. At
December 31, 2009 and 2008, NSTAR was in full cammgle with the aforementioned covenant as thegatere 59.8% and 60.2%,
respectively.

On April 6, 2009, the DPU approved NSTAR Electrin&wy two-year financing plan to issue an additid®@)0 million in long-term debt
securities. On October 9, 2009, in connection Witk filing, NSTAR and NSTAR Electric filed a regjiation statement on Form S-3 with the
SEC to issue debt securities from time to timeria or more series. NSTAR and NSTAR Electric maythseproceeds from the prospective
issuance of these securities for the redemptioemayment of outstanding long-term debt and sk tdebt balances and/or general working
capital purposes.

NSTAR Electric has approval from the FERC to issher-term debt securities from time to time on or bef@ctober 22, 2010, with maturity
dates no later than October 21, 2011, in amourts that the aggregate principal does not exceefl §6lion at any one time. NSTAR
Electric has a five-year, $450 million revolvingedit agreement that expires December 31, 2012. Mexvanless NSTAR Electric receives
necessary approvals from the DPU, the credit ageeemill expire 364 days from the date of the fitshw under the agreement. At
December 31, 2009 and 2008, there were no amoutgtaading under the revolving credit agreemenits €redit facility serves as backup to
NSTAR Electri’'s $450 million commercial paper program that hadil$illion and $354.6 million outstanding balane¢®ecember 31, 20
and 2008, respectively. Under the terms of theluévg credit agreement, NSTAR Electric is requitednaintain a consolidated maximum
total debt to capitalization ratio of not greateait 65% at all times, excluding Transition Prop&weguritization Certificates, and excluding
accumulated other comprehensive loss from commaityedi\t December 31, 2009 and 2008, NSTAR Eleotrés in full compliance with its
covenants in connection with its short-term créatiilities, as the ratios were 46.5% and 47.6%peetvely.

At December 31, 2009 and 2008, NSTAR Gas had a #1illion line of credit which is due to expire oreBember 10, 2010. As of
December 31, 2009 and 2008, NSTAR Gas had zer®3®@& million outstanding, respectively.

On November 9, 2009, NSTAR Gas received approweah fthe DPU to issue up to $125 million of long-tetebt. On January 14, 2010,
NSTAR Gas entered into a $125 million Bond Purchigeeement with private investors on &year First Mortgage Bond series at a coupon
rate of 4.46%. Funding took place on January 28020

Historically, NSTAR and its subsidiaries have hadadety of external sources of financing availalale indicated above, at favorable rates and
terms to finance its external cash requirementsvéver, the availability of such financing at favidlarates and terms depends heavily upon
prevailing market conditions and NSTAR’s or its siglaries’ financial condition and credit ratings.

NSTAR's goal is to maintain a capital structure thatsprges an appropriate balance between debt anty egased on NSTAR’s key cash
resources available as discussed above, managesimves its liquidity and capital resources ariident to meet its current and projected
requirements.

Interest rates on the outstanding short-term bdmmgsvgenerally are money market rates and aver@dgddso and 2.31% in 2009 and 2008,
respectively. In aggregate, short-term borrowirgaléd $341.0 million and $582.9 million at DecemBg, 2009 and 2008, respectively.
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Note L. Fair Value
Fair Value Measuremen

NSTAR discloses fair value measurement pursuatite¢@pplication of an amended accounting standretddefines fair value, establishe
framework for measuring fair value in accordancvBAAP, and expands disclosures about fair valeasurements. The Company
prospectively adopted this new accounting guidamcédanuary 1, 2008, with no impact to its resulltspeerations, financial position, or cash
flows.

NSTAR follows a fair value hierarchy that prioriiz the inputs used to determine fair value andiregjthe Company to classify assets
liabilities carried at fair value based on the alability of these inputs. The hierarchy gives thghest priority to unadjusted quoted prices in
active markets for identical assets or liabilitge®wl the lowest priority to unobservable inputs. THree levels of the fair value hierarchy are:

Level 1 - Unadjusted quoted prices available ivaanarkets for identical assets or liabilitiesohshe reporting date. Financial assets utilizing
Level 1 inputs include active exchange-traded gcgeturities.

Level 2 - Quoted prices available in active marketssimilar assets or liabilities, quoted prices ilentical or similar assets or liabilities in
inactive markets, inputs other than quoted pribas @re directly observable, and inputs derivedqipally from market data.

Level 3 - Unobservable inputs from objective soardhese inputs may be based on entity-specifistinfievel 3 inputs include all inputs that
do not meet the requirements of Level 1 or Level 2.

The following represents the fair value hierarchiN8 TAR’s financial assets and liabilities that weecognized at fair value on a recurring
basis as of December 31, 2009. Financial assetBadilities are classified based on the loweselef input that is significant to the fair value
measurement.

Recurring Fair Value Measures

December 31, 200!

(in millions) Level 1 Level 2 Total
Assets:
Government Money Market Securities $147 $— $147
Deferred Compensation Assets 27 — 27
Investments (b 12 — 12
Total $18¢ $— $18€
Liabilities:
Gas Hedges (¢ $— $ 2 $ 2
Total $— $ 2 $ 2
December 31, 200:
Level 1 Level 2 Total
Assets:
Government Money Market Securities $ 10 $— $1C
Deferred Compensation Assets 27 — 27
Investments (b 13 — 13
Total $ 50 $— $5C
Liabilities:
Gas Hedges (« $— 33 $33
Total $— $ 33 $33
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(@ - Included in“Cash and cash equivale” on the accompanying Consolidated Balance St
(b) - Included in“Other investmen” on the accompanying Consolidated Balance St
(¢) - Included in“Current liabilities: Power contract obligati’ and“Deferred credits and other liabilities: Power cantrobligation” on

the accompanying Consolidated Balance St

Fair Value of Financial Instrumen
The carrying amounts for cash and cash equivaleatsaccounts receivable, other current assetsjiceurrent liabilities, and notes payable as
of December 31, 2009 and 2008, respectively, apmprate fair value due to the short-term nature eéhsecurities.

The fair values of long-term indebtedness (exclgdintes payable) are based on the quoted marketspsf similar issues. Carrying amounts
and fair values as of December 31, 2009 and 2008 agfollows:

2009 2008
Carrying Carrying
(in thousands) Amount Fair Value Amount Fair Value
Long-term indebtedness of continuing operations (inclgdiurrent maturities $2,649,68  $2,755,111 $2,353,18" $2,392,60!
Indebtedness of discontinued operati $ 84,16 $ 8529 $ 8851 $ 82,36(

Note M. Segment and Related Information

For the purpose of providing segment informatioB,TR’s principal operating segments, are its tiadél core businesses of electric and
natural gas retail transmission and distributidlitiets that provide energy delivery services irv Idities and towns in Massachusetts. The
unregulated operating segment engages in busin#sgies that include telecommunications and adified natural gas service. Amounts
related to discontinued operations have been egdlfidm the data presented. Amounts shown on tleniog table for 2009, 2008 and 2007
include the allocation of NSTAR’(Holding Company) results of operations (prinyairiterest costs) and assets to each business sggraeo
inter-company transactions that primarily consfahterest charges and investment assets, respictivhe allocation of Holding Company
charges is based on an indirect allocation of thleliig Company’s investment relating to these usibusiness segments.
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Financial data for the segments of continuing oi@ma were as follows:

(in thousands) 2009 2008 2007
Operating revenue
Electric utility operation: $2,551,58  $2,639,63  $2,562,85!
Gas utility operation 482,13t 553,68 560,47¢
Unregulated operatior 16,32% 15,00¢ 12,75%
Consolidated totz $3,050,04. $3,208,32.  $3,136,08
Depreciation and amortizatic
Electric utility operation: $ 338,63: $ 339,23t $ 330,32
Gas utility operation 27,224 26,49 26,14«
Unregulated operatior 4,22¢ 4,07( 3,70(
Consolidated tote $ 370,08. $ 369,800 $ 360,16¢
Equity income in investments accounted for by theity method (a
Electric utility operation: $ 891 $ 82C $ 1,49¢
Interest charge
Electric utility operation: $ 113,89 $ 128,247 $ 137,69:
Gas utility operation 14,47¢ 16,17( 21,67¢
Unregulated operatior 26€ 273 40z
Consolidated tote $ 128,63t $ 14469 $ 159,77
Income tax expens
Electric utility operation: $ 131,47 $ 12496 $ 117,43.
Gas utility operation 12,04: 11,94¢ 9,54
Unregulated operatior 3,39¢ 3,83 2,18(
Consolidated tote $ 146,91¢ $ 140,74 $ 129,15¢
Segment net inconr
Electric utility operation: $ 219,54t $ 201,22( $ 191,53
Gas utility operation 21,58¢ 21,15¢ 19,14
Unregulated operatior 4,84: 5,57 4,33¢
Consolidated totz $ 24597 $ 227,95t $ 215,01t
Expenditures for propert
Electric utility operation: $ 319,46: $ 366,39¢ $ 320,23:
Gas utility operation 54,33: 46,39¢ 30,64°
Unregulated operatior 1,371 2,18¢ 1,27¢
Consolidated totz $ 375,160 $ 414,98 $ 352,15
Segment asse
Electric utility operation: $7,134,090 $7,216,521 $6,764,49
Gas utility operation 819,44t 854,13 797,26t
Unregulated operatior 23,39: 23,33: 26,80"
Consolidated tote $7,976,92°  $8,093,991 $7,588,57

(&) The equity income from equity investments is inelddn other income on the accompanying Consolidatatements of Incom

90



WPD-6
Screening.Data.Rart.1.0f.2
Page 9189 of 9808

Table of Contents

Note N. Contracts for the Purchase of Energy
NSTAR Electric Purchase Power Agreements

As a Massachusetts distribution company, NSTARtEteis required to obtain and resell power to itetastomers through Basic Service for
those who choose not to buy energy from a compet@nergy supplier. Basic Service rates are resey esix months (every three months for
large commercial and industrial customers). Theegof Basic Service is intended to reflect the agercompetitive market price for power.
Basic Service power supply, NSTAR Electric makesqgac market solicitations consistent with DPU ukggions. NSTAR Electric enters into
short-term power purchase agreements to meet #ie Barvice supply obligation, ranging in term frémee to twelve months. NSTAR
Electric fully recovers its payments to suppligmotigh DPU-approved rates billed to customers.

The Rate Settlement Agreement required NSTAR Etetdrdesign a policy for the procurement of Be&@rvice supply for residential
customers effective July 1, 2006, permitting NSTRIRctric to execute energy supply contracts for, twe and three-years procuring fifty,
twenty-five and twenty-five percent, respectivelyjts total energy load requirements for residartustomers.

NSTAR Gas Firm Transportation and Storage Agreesment

NSTAR Gas purchases transportation, storage, daddiag services from Tennessee Gas Pipeline Coymgach Algonquin Gas Transmissi
Company, as well as other upstream pipelines taasport gas from major producing regions in thg.JGulf of Mexico, and Canada to the
final delivery points in the NSTAR Gas service ald&TAR Gas purchases all of its natural gas sufspiy third-party vendors. Most of the
supplies are purchased under a firm portfolio maregnt contract with a term of one year, which hasmaimum quantity of 139,606
MMBtu/day. NSTAR Gas has one multiple year contradtich is used for the purchase of its 4,500 Mrfdsty of Canadian supplies.

NSTAR Gas has various contractual agreements eay#ére transportation of natural gas and undergtawmtural gas storage facilities, wh
are recoverable from customers under the DPU-agpor@GAC. Most contracts expire at various timesif2011 to 2017. One new 20-year
contract was signed in 2009. NSTAR Gas' firm cotttdemand charges associated with firm pipelinesjpartation and storage capacity
contracts in 2009, 2008, and 2007 were approxim&ted.4 million, $51.5 million, and $51.8 milliorespectively. Refer to Note O,
“Commitments and Contingencies,” “Energy Suppbgction for NSTAR Gas’ firm contract demand chargtesurrent rates under these
contracts for the years after 2009.

Note O. Commitments and Contingencies
Service Quality Indicators

SQI are established performance benchmarks fogingdentified measures of service quality relatiogustomer service and billing
performance, safety and reliability and DPU Consubigision statistics performance for all Massaddttss utilities. NSTAR Electric and
NSTAR Gas are required to report annually to th&J[@Bncerning their performance as to each measwai® subject to maximum penalt
of up to two and one-half percent of total transiais and distribution revenues should performaaddd meet the applicable benchmarks.

NSTAR monitors its service quality continuouslydetermine if a liability has been triggered. Ifsifprobable that a liability has been incur
and is estimable, a liability is accrued. Annuadigch NSTAR utility subsidiary makes a service iipalerformance filing with the DPU. Any
settlement or rate order that would result in &edént liability level from what has been accruenind be adjusted in the period that the DPU
issues an order determining the amount of any Balhity.
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NSTAR Electric filed its 2007 Service Quality Refsowith the DPU that demonstrated the Company &ehlisufficient levels of servic
performance. On January 13, 2010 the DPU issuexdldar that approved the 2007 Service Quality Refpattagreed performance levels were
sufficient and no penalties were assessed.

Service Quality reports for both NSTAR Gas and N&TRlectric for 2008 have been filed with the DPUWeINSTAR Gas report has been
approved and the NSTAR Electric report is underesgyBased on the reports no penalties were addedsa the performance year.

NSTAR Electric and NSTAR Gas service quality parfance levels for 2009 were not in a penalty situaéind the final performance repc
are anticipated to be filed during the first quade2010.

Contractual Commitments
Leases

NSTAR has leases for facilities and equipmentuditlg agreements for use of transmission facilitiesther providers. The estimat
minimum rental commitments under non-cancellablerafing leases for the years after 2009 are aswsll

(in thousands)
2010 $13,88:
2011 14,007
2012 13,13(
2013 12,14
2014 8,75¢
Years thereafte 13,00:
Total lease commitmen $74,92(

The total expense for both leases and transmisgjgements was $23.7 million in 2009, $26.7 milim2008, and $24.7 million in 2007, net
of capitalized expenses of $2.6 million in 2009,68&illion in 2008, and $2.4 million in 2007.

Transmission

As a member of ISO-NE, NSTAR Electric is subjecttte terms and conditions of the ISO-NE tariff thgh February 1, 2012, as NSTAR
Electric is obligated to remain a member through pleriod. NSTAR Electric must pay for regionalwmetk services through that period to
support the pooled transmission facilities requieata of other New England transmission owners wiesbties are used by NSTAR Electric.
These payments were $182.6 million, $134.6 millemd $130.2 million, in 2009, 2008, and 2007, repely. NSTAR Electric must along
with other transmission owners and market partitipafund a proportionate share of the RTO’s opsgaind capital expenditures.

Energy Commitments

NSTAR is currently recovering payments it is makioguppliers from its customers. NSTAR has finahand performance assurances
financial guarantees in place with those supptiefzrotect NSTAR from risk in the unlikely eventyaof its suppliers encounter financial
difficulties or fail to maintain an investment geadredit rating. This condition principally relatesNSTAR Electrics energy supply contract
provide Basic Service to its customers. In conoectvith certain of these agreements, in the ev&AR Electric should receive a credit
rating below investment grade, it would be requiedbtain certain financial commitments, includimgt not limited to, letters of credit. Refer
to Note N, “Contracts for the Purchase of Energydr a further discussion.
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The following represents NSTAR'’s long-term energhated contractual commitments:

Years

(in millions) 2010 2011 201z 201: 2014 Thereafter  Total
Electric capacity obligatior $ 2 $ 2 $2 $2 $3 % 12 $ 23
Gas transportation and storage obligati 66 70 55 35 31 13¢  39¢
Purchase power b-out obligations 14C 75 32 21 31 41  34¢

w

Electric interconnection agreeme _ 3 3 _3 45 6C

3
$211 $15C $92 $67 $68 $ 237 $82f

Electric capacity obligations represent remainiagacity costs of long-term contracts that refleSfI4R Electric’s proportionate share of
capital and fixed operating costs of certain getirggaunits. These contracts expire in 2012 and 2012009 and 2008, these costs were
attributed to 47.9 MW of capacity purchased. Energsts are paid to generators based on a pride/gleractually received into NSTAR
Electric’s distribution system and are in addittorthe costs above.

Gas transportation and storage obligations repteggrements covering the transportation of nagaaland underground natural gas storage
facilities that are recoverable from customers uride DPU-approved CGAC. These contracts expik@aabus times from 2011 through 2029.

Purchase power buy-out obligations represent tlyedoit/yrestructuring agreements for contract tertndmacosts that reduce the amount of
above-market costs that NSTAR Electric will coll&am its customers through its transition chardésese agreements require NSTAR
Electric to make monthly payments through Septen@t6.

The electric interconnection agreement relatessiogle interconnection with a municipal utilityrfadditional capacity into NSTAR Electric’s
service territory.

Electric Equity Investments

NSTAR Electric has an equity investment of appraatiety 14.5% in two companies, NEH and NHH, that @md operate transmissi
facilities to import electricity from the Hydro-Qbiec system in Canada. As an equity participant, ASElectric is required to guarantee, in
addition to its own share, the obligations of thpadicipants who do not meet certain credit ciateNEH and NHH have agreed to use their
best efforts to limit their equity investment to%®f their total capital during the time NEH and NHave outstanding debt in their capital
structure.

NSTAR Electric has an equity ownership of 14% in,@%% in YA, and 4% in MY, (collectively, the Yank€€ompanies). CY, YA and M
plant sites have been decommissioned in accordaititdNRC procedures. Amended licenses continugpdyato the ISFSI's where spent
nuclear fuel is stored at these sites. CY, YA andfdmain responsible for the security and protectibthe ISFSI and are required to maintain
radiation monitoring programs at the sites.

The accounting for decommissioning and/or securitgrotection costs of these three decommissionetéar power plants involves estimates
from Yankee Companies’ management and reflect tetahining costs of approximately $49 million toibeurred for CY, YA and MY.
Changes in these estimates will not affect NSTAR&ults of operations or cash flows because thests will be collected from customers
through NSTAR Electric’s transition charge filinggth the DPU.

Yankee Companies Spent Fuel Litigation

In October 2006, the U.S. Court of Federal Claisssiéd a judgment in a spent nuclear fuel litigatadr$34.2 million, $32.9 million, and $75
million for Connecticut Yankee Atomic Power Compd@y), Yankee Atomic Electric Company (YA), and MaiYankee Atomic Power
Company (MY), respectively. This judgment in favor
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of the Yankee Companies relates to the allegedré&aif the Department of Energy (DOE) to provided@ermanent facility to store spent
nuclear fuel for years prior to 2001 for CY and Yakd prior to 2002 for MY (DOE Phase | Damages)TAR Electric’s portion of the Phase
judgments amounts to $4.8 million, $4.6 millionde®8 million, respectively. On July 1, 2009, thenkae Companies filed for additior
damages related to the alleged failure of the D@OBrdvide for a permanent facility to store spamtlear fuel for the years from January 2002
through December 2008 for CY and YA, and from Jan@803 through December 2008 for MY (DOE Phadedimages). This phase of the
spent nuclear fuel litigation specifies damagethémamounts of $135.4 million, $86.1 million, anB3million for CY, YA, and MY,
respectively. Claim amounts applicable to NSTARcEle are $19 million, $12 million, and $1.7 miliiprespectively.

NSTAR cannot predict the ultimate outcome of theseding decisions for trial, appeal or the potéstigosequent complaints. However, shc
the Yankee Companies ultimately prevail, NSTAR Elets share of the proceeds received would benddd to its customers.

Financial and Performance Guarantees

On a limited basis, NSTAR and certain of its sulasids may enter into agreements providing findresaurance to third parties. Such
agreements include letters of credit, surety boadd,other guarantees.

At December 31, 2009, outstanding guarantees tb&#8.5 million as follows:

(in thousands)

Letter of Credit $ 5,56(
Surety Bond: 17,72;
Hydro-Quebec Guarante! 5,20:¢

Total Guarantee $28,49(

Letter of Credit

NSTAR has issued a $5.6 million letter of creditttee benefit of a third party, as trustee in catio@ with Advanced Energy Syst’s (AES)
6.924% Notes. The letter of credit is availablth# subsidiary has insufficient funds to pay thetdervice requirements. As of December 31,
2009, there have been no amounts drawn undettiés & credit. The letter of credit is to be cdtextand the related AES 6.924% Notes paid
off at the time of the MATEP sale closing date etpd towards the end of the first quarter or epdst of the second quarter of 2010.

Surety Bonds

As of December 31, 2009, certain of NSTAR'’s sulzsids have purchased a total of $1.5 million ofgrenance surety bonds for the purpose
of obtaining licenses, permits and rights-of-wayamious municipalities. In addition, NSTAR andteém of its subsidiaries have purchased
approximately $16.2 million in workers’ compensatgelf-insurer bonds. These bonds support the gtegdy NSTAR and certain of its
subsidiaries to the Commonwealth of Massachusetsiired as part of the Company’s workers’ compgmsaelfinsurance program. NSTA
and certain of its subsidiaries have indemnity aegrents to provide additional financial securitytsobond company in the form of a conting
letter of credit to be triggered in the event afoavngrade in the future of NSTAR’s Senior Notengtio below BBB by S&P and/or to below
Baal by Moody’s. These Indemnity Agreements cowth the performance surety bonds and workers’ coisgat@on bonds.

Hydro-Quebec Guarantees

NSTAR Electric has issued approximately $5.2 millaf residual value guarantees related to its gduierest in the Hydi-Quebec
transmission companies, NEH and NHH.
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Management believes the likelihood that NSTAR wdagdrequired to perform or otherwise incur any sigant losses associated with any of
these guarantees is remote.

Environmental Matters

NSTAR subsidiaries face possible liabilities agsutt of involvement in several mi-party disposal sites, state-regulated sites od harty
claims associated with contamination remediatidBTAR generally expects to have only a small peeggnbdf the total potential liability for
the majority of these sites. As of December 31.92@0d 2008, NSTAR had liabilities of approximat®@3.8 million for these environmental
sites. This estimated recorded liability is basedn evaluation of all currently available factshaiespect to these sites.

NSTAR Gas is participating in the assessment oediation of certain former MGP sites and allegedM@aste disposal sites to determin
and to what extent such sites have been contardiaatk whether NSTAR Gas may be responsible to taederemedial action. The DPU
permits recovery of costs associated with MGP sites a 7-year period, without carrying costs. ABecember 31, 2009 and 2008, NSTAR
had a liability of approximately $14 million and3%3 million, respectively, as an estimate for sigmanup costs for several MGP sites for wt
NSTAR Gas was identified as a potentially respdegilarty. A corresponding regulatory asset wasrtsmbthat reflects the future re
recovery for these costs.

Estimates related to environmental remediationscast reviewed and adjusted as further investigatial assignment of responsibility occurs
and as either additional sites are identified oTNR'’s responsibilities for such sites evolve or esolved. NSTAR’s ultimate liability for
future environmental remediation costs may varynftbese estimates. Based on NSTAR'’s current assessrhits environmental
responsibilities, existing legal requirements, egglilatory policies, NSTAR does not believe thasthenvironmental remediation costs will
have a material adverse effect on NSTAR’s constdidlaesults of operations, financial position, astt flows.

Regulatory and Legal Proceedings
DPU Rate Settlement Agreement

The DPU approved a seven-year Rate Settlement Agnete(Rate Settlement Agreement) between NSTARAGeand several interveners.
For 2006, the Rate Settlement Agreement requiretdARSElectric to lower its transition rates by $2@lion, effective January 1, 2006, and
an additional $30 million, effective May 1, 2006grh what would otherwise have been billed in 2@fective May 1, 2006, NSTAR Electric
increased its distribution rates by $30 milliongB®ing January 1, 2007 and continuing through 2812 Rate Settlement Agreement
establishes annual inflation-adjusted distributiate increases (SIP of 1.32%, 1.74%, 2.68%, amtPR &ffective January 1, 2010, 2009, 2008,
and 2007, respectively). These increases are dneffaet by an equal and corresponding reductiotransition rates. Uncollected transition
charges as a result of the reductions in transiites are deferred and collected through futuesnaith a carrying charge. The Rate Settler
Agreement implemented a 50% / 50% earnings shanechanism based on NSTAR Electric’s distributiciume on equity (excluding
incentives) should it exceed 12.5% or fall belo®98. Should the return on equity fall below 7.5%, MR Electric may file a request for a
general rate increase. NSTAR Electric did not eddbe 12.5%, or fall below the 8.5% distributiotura on equity during 2009, 2008 or 2007.

Wholesale Power Cost Savings Initiatives

The Rate Settlement Agreement includes incentivesmitourage NSTAR Electric to continue its efféotsidvocate on behalf of customers at
the FERC to mitigate wholesale electricity cosffieencies that would be borne by regional custesndés a result of its role in two RMR
cases, NSTAR Electric had sought to collect $9.oniannually for three years and began collecSnge of these incentive revenues fron
customers effective January 1, 2007, subject &l fiPU approval. Through December 31, 2009, apprately $18.9 million had been
collected from customers for the Wholesale Powest Gavings Initiatives.
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On November 30, 2009, DPU denied NSTAR Electri@stipn. NSTAR Electric must refund the $18.9 noiflialready collected from
customers. The DPU order had no impact on earr@agse Company did not reflect the amounts colierteevenues.

DPU Safety and Reliability Programs (CPSL)

As part of the Rate Settlement Agreement, NSTARfEleis allowed to recover incremental spendingtie double pole inspection,
replacement/restoration and transfer program amditiclerground electric safety program, which inetudtray-voltage remediation and
manhole inspections, repairs, and upgrades. Regobdhese Capital Program Scheduling List (CPSists is subject to DPU review and
approval. NSTAR Electric incurred incremental caxt$11 million, $13 million, and $15 million in 28, 2007 and 2008, respectively. This
includes incremental operations and maintenanceerehue requirements on capital investments. iHag feconciliation of 2006 and 2007
CPSL costs recovery is currently under review lgy@PU. The incremental costs for the year 200 anently under review by the Company
and are estimated to be approximately $16 millM&8TAR awaits the results of the 2006 and 2007d#ifrom the DPU prior to submitting the
final 2008 and 2009 CPSL cost recovery reconaiigiwith the DPU. NSTAR cannot predict the timifigadPU order related to these
pending filings. Should an adverse decision beeidsuhich disallows a significant portion of CPSlstrecovery, it could have a material
adverse impact to NSTAR'’s results of operatiomgricial position, and cash flows.

Basic Service Bad Debt Adder

On July 1, 2005, in response to a generic DPU didgrrequired electric utilities in Massachuseidtsecover the energy-related portion of bad
debt costs in their Basic Service rates, NSTAR tEleicreased its Basic Service rates and reditsadistribution rates for those bad debt
costs. In furtherance of this generic DPU orderTAR Electric included a bad debt cost recovery na@idm as a component of its Rate
Settlement Agreement. This recovery mechanism edd adder) allows NSTAR Electric to recover itsiBeService bad debt costs on a fully
reconciling basis. These rates were implementdegtafe January 1, 2006, as part of NSTAR ElecirRate Settlement Agreement.

On February 7, 2007, NSTAR Electric filed its 2B&sic Service reconciliation with the DPU proposamgadjustment related to the increase
of its Basic Service bad debt charge-offs. Thippeed rate adjustment was anticipated to be impieedesffective July 1, 2007. On June 28,
2007, the DPU issued an order approving the impt¢ation of a revised Basic Service rate. However,DPU instructed NSTAR Electric to
reduce distribution rates by the increase in itsiB&ervice bad debt charge-offs. Such action woesdlt in a further reduction to distribution
rates from the adjustment NSTAR Electric made wihenplemented the Settlement Agreement. This ddjeat to NSTAR Electric’s
distribution rates would eliminate the fully recdimg nature of the Basic Service bad debt adder.

NSTAR Electric has not implemented the directivethe June 28, 2007 DPU order. Implementation f tinder would require NSTA

Electric to write-off a previously recorded regolat asset related to its Basic Service bad deliscBSTAR Electric filed a Motion for
Reconsideration of the DPU’s order on July 18, 2@ December 14, 2007, the Motion for Reconsid@ratas granted and the DPU
reopened the case to hear additional evidence. RRSHIActric filed additional testimony in April 2008n evidentiary hearing was held, and
briefs were filed in June and early July 2008. NRTBlectric believes its position is appropriate #mat it is probable that it will ultimately
prevail. However, in the event the DPU does nat mlits favor, NSTAR Electric intends to pursubledal options. As of December 31, 2009,
the potential impact to earnings of eliminating tiz@ debt adder would be approximately $20.8 mnijljore-tax. NSTAR cannot predict the
timing of this proceeding.
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Legal Matters

In the normal course of its business, NSTAR anduitssidiaries are involved in certain legal mattersluding civil litigation. Management is
unable to fully determine a range of reasonablsiidds courterdered damages, settlement amounts, and reltigadion costs (legal liabilities
that would be in excess of amounts accrued and atm@overed by insurance. Based on the informatimrently available, NSTAR does not
believe that it is probable that any such legddilides will have a material impact on its consialied financial position. However, it is
reasonably possible that additional legal liakgtthat may result from changes in circumstancekldwmve a material impact on its results of
operations, cash flows or financial condition.
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Report of Independent Registered Public Accountingdrirm
To Shareholders and Trustees of NSTAR:

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15((&sent fairly, in all material respects, the
financial position of NSTAR and its subsidiarielsgiCompany) at December 31, 2009 and 2008, anesoéts of their operations and their
cash flows for each of the three years in the plegimded December 31, 2009 in conformity with actiogrprinciples generally accepted in the
United States of America. In addition, in our opimj the financial statement schedules listed iriritdex appearing under Item 15(a)(2) present
fairly, in all material respects, the informaticet $orth therein when read in conjunction with tetated consolidated financial statements. Also
in our opinion, the Company maintained, in all mialerespects, effective internal control over fic&l reporting as of December 31, 2009,
based on criteria establishedliternal Control - Integrated Framewoiksued by the Committee of Sponsoring Organizatidriee Treadway
Commission (COSO). The Company’s management ionséiple for these financial statements and findrsté&aement schedules, for
maintaining effective internal control over finaalcieporting and for its assessment of the effeatdss of internal control over financial
reporting, included in Management's Annual Repaorimternal Control Over Financial Reporting appegniinder Item 9A. Our responsibility

is to express opinions on these financial statespemt the financial statement schedules, and o@timepany’s internal control over financial
reporting based on our integrated audits. We caedusur audits in accordance with the standardseoPublic Company Accounting
Oversight Board (United States). Those standamisine that we plan and perform the audits to obtaasonable assurance about whether the
financial statements are free of material misstatgrand whether effective internal control oveafinial reporting was maintained in all
material respects. Our audits of the financialestegnts included examining, on a test basis, evaesunpporting the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made adgagement, and evaluating the overall
financial statement presentation. Our audit ofrima&control over financial reporting included dbiag an understanding of internal control
over financial reporting, assessing the risk thaagerial weakness exists, and testing and evaty#tie design and operating effectiveness of
internal control based on the assessed risk. Qlitsaalso included performing such other procedasewe considered necessary in the
circumstances. We believe that our audits provideaaonable basis for our opinions.

As discussed in Note G to the consolidated findrst&ements, the Company changed the manner ichvithiiccounts for uncertain tax
positions in 2007.

A company’s internal control over financial repogiis a process designed to provide reasonableaassuregarding the reliability of financial
reporting and the preparation of financial statetsméor external purposes in accordance with gelyeaatepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (fppeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@éawith generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (iii) provide readdleassurance regarding prevention or timely detecf unauthorized acquisition, use, or
disposition of the company’s assets that could lzareterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢t@isstatements. Also, projections of any
evaluation of effectiveness to future periods agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdates may deteriorate.

/s/ PRICEWATERHOUSECOOPERS LLP

Boston, Massachusetts
February 5, 2010

98



WPD-6
Screening.Data.Rart.1.0f.2
Page 9197 of 9808

Table of Contents

ltem 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure
No event that would be described in response oititwin 9 has occurred with respect to NSTAR osuissidiaries

Iltem 9A.  Controls and Procedures
Conclusion Regarding the Effectiveness of DiscloserControls and Procedures

Under the supervision and with the participatiomof management, including our principal executiffecer and principal financial officer, we
conducted an evaluation of our disclosure contalt procedures, as such term is defined uRdér 13a-15(epromulgated under the
Securities Exchange Act of 1934, as amended (tiobdhge Act). Based on this evaluation, our prinagacutive officer and our principal
financial officer concluded that our disclosure rots and procedures were effective as of the énlkdeoperiod covered by this annual report.

NSTAR is continuously seeking to improve the effiity and effectiveness of its operations and dhfernal controls. This results
modifications to its processes throughout the CampBlowever, there has been no change in its iateontrol over financial reporting that
occurred during the Company’s most recent fiscargu that has materially affected, or is reasonhlkly to materially affect, the Comparsy’
internal control over financial reporting.

Management’s Annual Report on Internal Control Over Financial Reporting

Management is responsible for establishing and taigiimg adequate internal control over financigaing, as such term is defined in the
Exchange Act Rules 1-15(f) . A system of internal control over financial retdog is a process designed to provide reasonableasce
regarding the reliability of financial reportingathe preparation of financial statements for exdepurposes in accordance with generally
accepted accounting principles.

Under the supervision and with the participatiomafnagement, including the principal executiveceifiand the principal financial officer,
NSTAR management has evaluated the effectiveneiss ioternal control over financial reporting dDrecember 31, 2009 based on

criteria established in a report entitled “Inter@aintrol - Integrated Framework issued by the Cottemiof Sponsoring Organizations of the
Treadway Commission” and the Interpretive Guidaissaed by the SEC in Release 34-55929. Based sevhiuation, NSTAR management
has evaluated and concluded that NSTAR'’s interoatrol over financial reporting was effective addgcember 31, 2009.

PricewaterhouseCoopers LLP, the independent regisfrublic accounting firm that audited the cordziéd financial statements included in
this Annual Report on Form 10-K, has also auditeddffectiveness of our internal control over ficiahreporting as of December 31, 2009, as
stated in their report which appears on page 98.

Iltem 9B.  Other Information
None
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Part Ill

The information required by Part Il (Items 10(&}, 12, 13, and 14) will be included in NSTAR2010 Proxy Statement (as specified beloy
be filed in connection with the Annual Meeting dfaéBeholders to be held on May 6, 2010 and is imwaed herein by reference. NSTAR'’s
Proxy Statement will be filed with the SecuritieglédExchange Commission on or about March 12, 2010.

Iltem 10.  Trustees, Executive Officers and Corporate Governare

The information with respect to Trustees of NSTARormation with respect to compliance with theogng obligations under Section 16(a)
of the Exchange Act, information concerning NSTARGle of ethics applicable to senior managemefarrimation on NSTAR’s compliance
with corporate governance regulations, and informnadbn NSTAR’s Board of Trustees’ Audit Committéejncorporated herein by reference
from disclosures contained in NSTAR'’s DefinitiveoRy Statement for the 2010 Annual Meeting of Shaledrs to be held on May 6, 2010
under the caption8nformation about the NSTAR Board, Nominees araiimbent Trustees,” “Section 16(a) Beneficial OwhgrReporting
Compliance,”and“Governance of the Companylhformation regarding NSTAR’s executive officeraifal in the section captionédxecutivi
Officers of the Registranth Item 4A of Part 1 of this Report is also incorgied herein by reference into this Item 10.

ltem 11.  Executive Compensatior

The information required by this Item is incorp@cherein by reference from disclosures contain@dSTAR’s Definitive Proxy Statement
for the 2010 Annual Meeting of Shareholders unterdaptiorfExecutive Compensation,jhcluding NSTAR’s* Compensation Discussion &
Analysi¢’ and“Executive Personnel Committee Report.”

ltem 12.  Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matter:

Information regarding securities authorized fougsce under equity compensation plans locate@im &, Section (d) of Part Il hereof is also
incorporated by reference into this Item 12. Oth&rmation required by this Item is incorporatestdin by reference from disclosures
contained in NSTAR’s Definitive Proxy Statement foe 2010 Annual Meeting of Shareholders undec#pions‘2009 Trustee
Compensation,” “Beneficial Ownership Tableghd“Potential Payments Upon Termination or Change ion@ol.”

Iltem 13.  Certain Relationships and Related Transactions, andrustee Independence

The information required by this Item is incorp@aherein by reference from disclosures contain@dSTAR’s Definitive Proxy Statement
for the 2010 Annual Meeting of Shareholders unterdaption§Governance of the Company - Board Independerangi“NSTAR Policy on
Related Persons Transactio”

Iltem 14.  Principal Accounting Fees and Service

The information required by this Item is incorp@aherein by reference from disclosures contain@dSTAR’s Definitive Proxy Statement
for the 2010 Annual Meeting of Shareholders untlerdaptionsAudit and Related Fees.”
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Part IV
ltem 15.  Exhibits and Financial Statement Schedule
(a) The following documents are filed as part af ffiorm 10-K:
1. Financial Statement
Page
Consolidated Statements of Income for the yearseimecember 31, 2009, 2008, and 2 53
Consolidated Statements of Comprehensive Incomihéoyears ended December 31, 2009, 2008, and 54
Consolidated Statements of Retained Earnings toyéars ended December 31, 2009, 2008, and 54
Consolidated Balance Sheets as of December 31,&0D200¢ 55-56
Consolidated Statements of Cash Flows for the yeraled December 31, 2009, 2008, and - 57-58
Notes to Consolidated Financial Stateme 59
Selected Quarterly Consolidated Financial Data (Iditad) 2C-21
Report of Independent Registered Public AccourfEimm 98
2. Financial Statement Schedu
Schedule - Condensed Holding Company Financial Statementsheoyears ended December 31, 2009, 2008, and 106
Schedule I Valuation and Qualifying Accounts For the yeardeshDecember 31, 2009, 2008, and 2 110
3.  Exhibits: 101
Refer to the exhibits listing beginning belc
Incorporated herein by reference unless designathdrwise:
NSTAR and its subsidiaries

Articles of Incorporation and By-
Exhibit 3 Laws
3.1 Declaration of Trust of NSTAR (dated as of April, 2@99, as amended April 28, 2005 and April 30,9qNSTAR Form 10-

Q for the quarter ended September 30, 2009, FileON3-14768)
3.2 Bylaws of NSTAR, dated as of April 20, 1999, as aded as of September 24, 2009 (NSTAR Fo-K (Exhibit 3.2) datec

September 24, 2009, File No. (-14768)
3.3 NSTAR Electric Company, f.k.a. Boston Edison Compdestated Articles of Organization (Forr-Q for the quarter end:

June 30, 1994, File No. 0-02301)
3.4 NSTAR Electric Company, f.k.a. Boston Edison Compdylaws dated April 19, 1977, as amended JanRary1 987,

January 28, 1988, May 24, 1988, November 22, 1989,22, 1999, September 20, 1999, and Januar§®, gorm 10-K for
the year ended December 31, 2007, File No-02301)

Exhibit 4 Instruments Defining the Rights of Security Holddngluding Indenture

4.1 Indenture dated as of January 12, 2000 between R Bank One Trust Company N.A. (Exhibit 4.1 8TMAR
Registration Statement on Forr-3, File No. 33-94735)
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4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

Exhibit 1C

Votes of the Board of Trustees of NSTAR, dated dan@7, 2000, supplementing the Indenture datexf danuary 12, 2000
between NSTAR and Bank One Trust Company N. A. (AIBTForm 10-K for the year ended December 31, 26@2,No.
001-14768)

Votes of the Board of Trustees of NSTAR, dated &sper 28, 2000 supplementing the Indenture dated Zenuary 12,
2000 between NSTAR and Bank One Trust Company NNSTAR Form 10-K for the year ended December 83022 File
No. 00-14768)

Indenture between Boston Edison Company and th& BNew York (as successor to Bank of Montrealstit@ompany
(Form 1(-Q for the quarter ended September 30, 1988, FileONi-02301)

Votes of the Pricing Committee of the Board of Bimrs of Boston Edison Company taken May 10, 189%.80%
debentures due May 15, 2010 (Forn-K for the year ended December 31, 1995, File NG-02301)

Votes of the Board of Directors of Boston Edisormpany taken October 8, 2002 re $500 million aggeepencipal
amount of unsecured debentures ($400 million, 28dbe in 2012 and $100 million, Floating rate du®05) (Form 8-K
dated October 11, 2002, File No. -02301)

A Form of 4.875% Debenture Due April 15, 2014 (RBosEdison Company Forn-K (Exh. 4.3) dated April 15, 2004, Fi
No. 002-02301)

A Form of 5.75% Debenture Due March 15, 2036 (Bo&dison Company Forr-K (Exh. 99.2) dated March 17, 20(
File No. 00-02301)

A Form of 5.625% Debenture Due November 15, 201STRAR Electric Company Form 8-K (Exh. 99.2) dated/simber
20, 2007 and February 13, 2009, File No.-02301)

A Form of 4.50% Debenture Due November 15, 2019T(AIS Form 8-K (Exhibit 99.2) dated November 16, 20BBe No.
001-14768)

Management agrees to furnish to the SecuritiesExatiange Commission, upon request, a copy of admgr @greements or
instruments of NSTAR and its subsidiaries defirtimg rights of holders of any non-registered debbsehauthorization does
not exceed 10% of total asse

Material
Contracts

10.1

10.1.1

10.2

10.2.1

10.3

Management, Executive Officers and Trustees Agreemés

NSTAR Excess Benefit Plan, effective August 25,9489STAR Form 1-K/A for the year ended December 31, 1999, File
No. 00-14768)

NSTAR Excess Benefit Plan, incorporating the NSTARA Excess Benefit Plan, as amended and restHeadiee Januar
1, 2008, dated December 24, 2008 (NSTAR For-K for the yea-ended December 31, 2008, File No. -14768)

NSTAR Supplemental Executive Retirement Plan, éffecAugust 25, 1999 (NSTAR Form -K/A for the year ended
December 31, 1999, File No. (-14768)

NSTAR Supplemental Executive Retirement Plan, ipomating the NSTAR 409A Supplemental Executive iRetent Plan
as amended and restated effective January 1, 8a08] December 24, 2008 (NSTAR Form 10-K for theryended
December 31, 2008, File No. (-14768)

Special Supplemental Executive Retirement Agreeretween Boston Edison Company and Thomas J. Mayl ddarch
13, 1999, regarding Key Executive Benefit Plan 8agplemental Executive Retirement Plan (NSTAR Fb@K/A for the
year ended December 31, 1999, File No.-14768)
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10.4

10.4.1

10.5

10.6

10.6.1

10.7

10.7.1

10.8
10.8.1

10.8.2

10.8.3

10.8.4

10.8.5

10.8.6

Executive Retirement Plan Agreement between NSTAdRWerner J. Schweiger dated as of February 25,2@@arding
Supplemental Executive Retirement Plan (NSTAR Ft€-K for the year ended December 31, 2004, File N4-14768)

Executive Retirement Plan Agreement, as amendedemtated effective January 1, 2008, between NS&aAddRWerner ¢
Schweiger, in connection with Section 409A of tR&ICode of 1986, as amended, dated December 2§ (RBTAR Form 10-
K for the yea-ended December 31, 2008, File No.-14768)

Amended and Restated Change in Control Agreemeahtybetween NSTAR and Thomas J. May dated Novefriet007
(NSTAR Form 1-K for the year ended December 31, 2007, File NG-14768)

NSTAR Deferred Compensation Plan, (Restated Effeciiugust 25, 1999) (NSTAR Form -K/A for the year ended December
31, 1999, File No. 0(-14768)

NSTAR Deferred Compensation Plan, incorporatingNBa AR 409A Deferred Compensation Plan, as ameadddestate
effective January 1, 2008, dated December 24, PRGFAR Form 10-K for the year-ended December 3082File No. 001-
14768)

NSTAR 1997 Share Incentive Plan, as amended Juntd80 and assumed by NSTAR effective August 280Z0ISTAR Forn
1C-K/A for the year ended December 31, 1999, File 001-14768)

NSTAR 1997 Share Incentive Plan, as amended Ja24a3002 (NSTAR Form -K for the year ended December 31, 2002,
File No. 00--14768)

NSTAR 2007 Long Term Incentive Plan, effective M&gy2007 (NSTAR Form-K dated May 3, 2007, File No. 0-14768)

Deferred Common Share/Dividend Equivalent Awarac8tOption Grant, Option Certificate and PerformraShare
Award/Dividend Equivalent Award Agreement Under th8TAR 2007 Long Term Incentive Plan, by and betw&TAR and
Thomas J. May, dated January 24, 2008 (NSTAR Fd@-K for the year ended December 31, 2007, File Na-14768)

Deferred Common Share/Dividend Equivalent Awarac8tOption Grant, Option Certificate and PerformraShare
Award/Dividend Equivalent Award Agreement Under th8TAR 2007 Long Term Incentive Plan, by and betw&TAR and
James J. Judge, dated January 24, 2008 (NSTAR Fe¢-K for the year ended December 31, 2007, File N4-14768)

Deferred Common Share/Dividend Equivalent AwarécstOption Grant, Option Certificate and Performea&tare
Award/Dividend Equivalent Award Agreement Under th8TAR 2007 Long Term Incentive Plan, by and betw&TAR and
Douglas S. Horan, dated January 24, 2008 (NSTARHd-K for the year ended December 31, 2007, File N4G-14768)

Deferred Common Share/Dividend Equivalent AwardcBtOption Grant, Option Certificate and Performra&tare
Award/Dividend Equivalent Award Agreement Under M8TAR 2007 Long Term Incentive Plan, by and bewRSTAR and
Joseph R. Nolan, Jr., dated January 24, 2008 (NSH@R 1(-K for the year ended December 31, 2007, File N4-14768)

Deferred Common Share/Dividend Equivalent Awarac8tOption Grant, Option Certificate and PerformraShare
Award/Dividend Equivalent Award Agreement Under M8TAR 2007 Long Term Incentive Plan, by and betwRSTAR and
Werner J. Schweiger, dated January 24, 2008 (NSF@&dR 1(-K for the year ended December 31, 2007, File NG-14768)

Deferred Common Share/Dividend Equivalent Awarac8tOption Grant, Option Certificate and PerformraShare
Award/Dividend Equivalent Award Agreement Under BW8TAR 2007 Long Term Incentive Plan by and betw&TAR and
NSTAR's other Senior Vice Presidents and Vice Presidelatted January 24, 2008 (in form) (NSTAR Form 1@&Kthe year
ended December 31, 2007, File No.-14768)
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10.9

10.10

10.10.1

10.11

10.12

10.13

10.14

10.15

10.16

10.17
10.18

10.19

10.20

10.21

10.22

10.23

Amended and Restated Change in Control Agreemeahtybetween James J. Judge and NSTAR, dated Nevdrhp2007
(NSTAR Form 1-K for the year ended December 31, 2007, File NG-14768)

NSTAR Trustee Deferred Plan (Restated Effective August 25, 1988)ed October 20, 2000 (NSTAR Forn-Q for the
guarter ended September 30, 2000, File No-14768)

NSTAR Trustee Deferred Plan, incorporating the 409A Trus’ Deferred Plan, effective January 1, 2008, dateceBéer 24
2008 (NSTAR Form 1-K for the yea-ended December 31, 2008, File No. -14768)

Master Trust Agreement between NSTAR and StateSBank and Trust Company (Rabbi Trust), effecfugust 25, 1999
(NSTAR Form 1-Q for the quarter ended September 30, 2000, FileONi-14768)

Amended and Restated Change in Control Agreemeahbybetween Douglas S. Horan and NSTAR, dated mbee 15, 2007
(NSTAR Form 1K for the year ended December 31, 2007, File Na-14768)

Amended and Restated Change in Control Agreemeahtyetween Joseph R. Nolan, Jr. and NSTAR, dédedmber 15,
2007 (NSTAR Form 1-K for the year ended December 31, 2007, File N4-14768)

Amended and Restated Change in Control Agreemeahtybetween Werner J. Schweiger and NSTAR, date@iNber 15
2007 (NSTAR Form 1-K for the year ended December 31, 2007, File N4-14768)

Amended and Restated Change in Control Agreemeahtyetween NSTA's other Senior Vice Presidents and NSTAR
form), dated November 15, 2007 (NSTAR Forn-K for the year ended December 31, 2007, File N4-14768)

Amended and Restated Change in Control Agreemeawelka NSTARS Vice Presidents and NSTAR (in form), dated Nover
15, 2007 (NSTAR Form -K for the year ended December 31, 2007, File N4-14768)

Currently effective Change in Control Agreementimn NSTAF s Vice Presidents and NSTAR (in form) (filed hery

Amended and Restated NSTAR Annual Incentive Plaof danuary 1, 2003 (NSTAR Form 10-K for the yeaded December
31, 2004, File No. 0(-14768)

Power Purchase Agreement

Amended and Restated Power Purchase Agreement ANIERA), dated August 19, 2004, by and between NSEARtric and
Northeast Energy Associates L.P. (NSTAR Forr-K for the year ended December 31, 2005, File N4-14768)

Amended and Restated Power Purchase Agreement BNIERA), dated August 19, 2004, by and between NSEARtric anc
Northeast Energy Associates L.P. (NSTAR Forr-K for the year ended December 31, 2005, File NG-14768)

Amended and Restated Power Purchase Agreement (QHZRA), dated August 19, 2004, by and between NSERectric anc
Northeast Energy Associates L.P. (NSTAR Forr-K for the year ended December 31, 2005, File NG-14768)

Amended and Restated Power Purchase Agreement (QEHZRA), dated August 19, 2004, by and between NSERectric and
Northeast Energy Associates L.P. (NSTAR Forr-K for the year ended December 31, 2005, File NG-14768)

The Bellingham Execution Agreement, dated Augus0®4 between NSTAR Electric and Northeast Enéiggociates L.P.
(NSTAR Form 1K for the year ended December 31, 2005, File001-14768)
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10.24 Purchase and Sale Agreement, dated June 23, 28fivedn NSTAR Electric and Transcanada Energy Qdeén Stat
Power Contract) (NSTAR Form -K for the year ended December 31, 2005, File NG-14768)
Transmission Agreements

10.25 Second Restated NEPOOL Agreement among NSTAR Eexatd various other electric utilities operatingNew England
dated August 16, 2004 (NSTAR Form-K for the year ended December 31, 2005, File N4-14768)

10.26 Transmission Operating Agreement among NSTAR Hteatrd various other electric transmission prosdarNew
England and ISO New England Inc., dated Februa?p@5 (NSTAR Form 10 for the year ended December 31, 2005,
No. 001-14768)

10.27 Market Participants Service Agreement among NSTAdrtEc, various other electric utilities operatiimgNew England
NEPOOL and ISO New England Inc., dated FebruaB005 (NSTAR Form 1-K for the year ended December 31, 2005,
File No. 00:-14768)

10.28 Rate Design and Funds Disbursement Agreement ali8A@\R Electric and various other electric transmoisproviders ir
New England, dated February 1, 2005 (NSTAR Fori-K for the year ended December 31, 2005, File NG-14768)

10.29 Participants Agreement among NSTAR Electric, vasiother electric utilities operating in New EnglabEPOOL and 1ISO
New England Inc., dated February 1, 2005 (NSTARd€-K for the year ended December 31, 2006, File N4-14768)
Subsidiaries of the

Exhibit 21 Registran

21.1 Incorporated herein by reference. (NSTAR Forr-K for the yea-ended December 31, 2008, File No. -14768)

Exhibit 22 Consent of Independent Registered Public Accouriing

23.1 (filed herewith)

Exhibit 31 Rule 13z 15/15¢-15(e) Certification

31.1 Certification Statement of Chief Executive OffiadrNSTAR pursuant to Section 302 of the SarbaneleyDXct of 2002
(filed herewith)

31.2 Certification Statement of Chief Financial OfficefrNSTAR pursuant to Section 302 of the SarbaneleyDict of 2002
(filed herewith)
Section 135(

Exhibit 32 Certifications

32.1 Certification Statement of Chief Executive OfficdrNSTAR pursuant to Section 906 of the SarbaneleyOict of 2002
(filed herewith)

32.2 Certification Statement of Chief Financial OffiadrNSTAR pursuant to Section 906 of the Sarb-Oxley Act of 2002
(filed herewith)

Exhibit 9¢ Additional Exhibit:

99.1 Annual Reports on Form 11-K for certain employedrggs plans for the years ended December 31, 2008/, 2006, 2005,
and 2004, as dated June 25, 2009, June 25, 200825y 2007, June 27, 2006, and June 28, 200pegatrely, (File No.
001-14768)

99.2 MDTE Order approving Rate Settlement AgreementdiBtecember 31, 2005 (NSTAR Forr-K for the event reporte
December 30, 2005, dated January 4, 2006, FileOBit-14768)

99.3 Amended NSTAR Board of Trustees Guidelines on $igant Corporate Governance Issues as of Septeh@009

(NSTAR Form K for the event reported and dated September 239, Zle No. 00-14768)
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CONDENSED HOLDING COMPANY FINANCIAL STATEMENTS

Current assets:

Cash and cash equivalel

Notes receivabl- subsidiary companie
Net investment in discontinued operati
Other

Total current asse

Other assets:
Receivable- subsidiary companie
Investment in subsidiarie
Other investment
Accumulated deferred income ta
Other deferred debi

Total other asse!

Total assets

NSTAR (Holding Company)

Condensed Balance Sheets

Assets

Liabilities and Capitalization

Current liabilities:
Long-term debi
Notes payabli
Accrued interes
Dividends payabli
Other
Total current liabilities

Other liabilities:
Long-term debt
Other deferred credi

Total other liabilities

Common equity:

Common share

Premium on common shar

Retained earning

Accumulated other comprehensive i
Total common equit
Total liabilities and capitalization

SCHEDULE |

December 31
2009 2008
(in thousands)

$ 131,81t $ 39¢

132,10 93,35(
79,10: 82,65
4,86¢ 6,21
347,88° 182,61
84,24t 86,57¢
2,330,52! 2,232,71
17,99: 18,09(
4,86¢ 4,90¢
2,83¢ 79z
2,440,46! 2,343,08!

$2,788,35: $2,525,70!

$ 500,000 $  —
— 175,001
17,44 15,56
42,72: 40,05:
1,361 181
561,52 230,79
347,09: 499,75
7,12: 6,994
354,21 506,74
106,80 106,80
813,49( 818,60
966,63 876,27:
(14,329 (13,52
1,872,601 1,788,15!

$2,788,35: $2,525,70i

The accompanying notes are an integral part ofdnelensed financial statements.
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NSTAR (Holding Company)
Condensed Statements of Income and Comprehensivechme

Operating expense:

Administrative, general and oth
Operating los:
Other income
Earnings from investments in subsidiat
Interest expens
Income before income tax
Income tax benefit
Net income from continuing operatio
Earnings from discontinued operations, net of taatisn cost:
Net income attributable to common sharehol

Other comprehensive income from continuing operatins, net:
Pension and postretirement cc
Deferred income taxes bene

Comprehensive income from continuing operati

Other comprehensive income from discontinued oper&ns, net:

Postretirement cos
Deferred income taxes bene

Comprehensive incorn

The accompanying notes are an integral part ofdnelensed financial statements.

Years ended December 3.

2009 2008 2007
(in thousands)

$ 4,95¢ $ 4,354 $ 4,247
(4,95¢) (4,359 (4,247)
45¢€ 2,241 691
268,77¢ 252,55! 242,29
(43,386) (44,212 (46,567)
220,88t 206,23( 192,18
23,12 19,76¢ 20,87
244,01¢ 225,99¢ 213,05
9,23¢ 11,55 8,45¢
253,24¢ 237,54 221,51!
(1,032 (1,539 (504)
382 634 151
252,59¢ 236,64 221,16:
(251) (51) (369)
97 19 141
$252,44! $236,61! $220,94(
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NSTAR (Holding Company)
Condensed Statements of Cash Flows

Cash flows from operating activities:
Cash provided by operating activities of continuamggrations
Cash provided by (used in) operating activitieglisEontinued operatior
Net cash provided by operating activit
Cash flows from investing activities:
Net change in notes receival
Investments
Net cash (used in) provided by investing activi
Cash flows from financing activities:
Long-term debt issuance, net of disco
Net change in notes payal
Dividends paic
Cash received for exercise of equity opti
Cash used to settle equity compensa
Windfall tax effect of settlement of equity compatisn
Net cash provided by (used in) financing activi
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at the beginning ofdhe
Cash and cash equivalents at the end of the

WPD-6
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Years ended December 3.

2009

$162,73¢
3,55(
166,28¢

(38,75()
60

(38,690

347,12
(175,000)
(160,213

5,06¢

(13,616)

464
3,82:
131,41°
39¢

$ 131,81

2008 2007
(in thousands)

$ 68,917 $ 206,21¢
1,94¢ (8,049
70,86¢ 198,17-
(92,05() 60C
5,28¢ (46<)
(86,76Y) 131
171,00( (49,500
(149,53) (138,85)
4,84¢ 10,94¢
(11,58%) (23,24Y)
744 2,53¢
15,47 (198,11
(42€) 197
82t 63z
$ 39¢ $ 82t

The accompanying notes are an integral part ofdnelensed financial statements.
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NSTAR (Holding Company)
Notes to Condensed Financial Statements

1. Basis of Presentation

NSTAR (Holding Company) on a stand alone basisaeasunted for its whol-owned subsidiaries using the equity method basé&odunting
These financial statements are presented on a ssedéasis. Additional disclosures relating toHloéding Company financial statements are
included under the accompanying NSTAR Notes to Gliseted Financial Statements, and are incorporageein by reference.

2. Use of Estimates

The preparation of condensed financial statementsmformity with GAAP requires estimates and agstions that affect the reported amot
of assets and liabilities and disclosures of caygim assets and liabilities at the date of thenfired statements and the reported amounts of
income and expenses during the period. Actual tesolld differ from these estimates.

3. Notes Payable

NSTAR (Holding Company) currently has a $175 milli@volving credit agreement that expires Decerlie2012. At December 31, 20
and 2008, there were no amounts outstanding uhdeetolving credit agreement. This credit faciigrves as a back up to NSTAR’s $175
million commercial paper program that, at Decen8#er2009 and 2008, had zero and $175 million ontsta, respectively. Under the terms
of the credit agreement, NSTAR is required to naima maximum total consolidated debt to total zdizition ratio and was in compliance
with this ratio at December 31, 2009 and 2008. Cdmant fees must be paid on the total agreementiamo

4. Long-Term Debt

NSTAR (Holding Company) had $500 million of 8% Netutstanding as of December 31, 2009 and 200&eTNetes will mature and a
due in February 2010. On November 17, 2009, NSTaIR, st a discount, $350 million of fixed rate (J%apDebentures due November 15,
2019. NSTAR used the proceeds from the issuanteesé securities for the repayment of outstandiogtderm debt balances and general
working capital purposes.

Refer to Note K of the NSTAR Consolidated Finan8tdtements for a description and details of thieliig Company long-term debt.

5. Equity Transactions

NSTAR (Holding Company) received $170.6 million 588 million, and $208.3 million, of cash dividenfdtem subsidiaries during 2009, 20(
and 2007, respectively. NSTAR also received redicapital of $6.7 million, $5.7 million, and $3.4llon, from subsidiaries during 2009,
2008, and 2007, respectively.

6. Commitments, Contingencies and Guarantees

Refer to Note O of the NSTAR Consolidated Finan8i@tements for a description of any material commaits, contingencies or guarantee
the Holding Company.

7. Discontinued Operations

On December 21, 2009, NSTAR, through its wholly-edsubsidiary Advanced Energy Systems, Inc. (“AE&fifered into an agreement to
sell all of the outstanding shares of AES’ whollyred subsidiary, Medical Area Total Energy Plant, (“MATEP”) for approximately $320
million, pending necessary regulatory approvaldnnection with the transaction, NSTAR will reddATEP’s outstanding debt. The
purchase price is subject to certain closing adjests related to changes in working capital, irter@nd other adjustments prior to the closing,
which is anticipated towards the end of the firsaider or early part of the second quarter of 2010.
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SCHEDULE I
VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 2009, 2008 and 200
(in thousands)
Additions
Deductions
Balance a
Provisions
Beginning Charged tc Accounts Balance
Written At End
Description of Year Operations Recoverie! Off of Year
Allowance for Doubtful Accounts
Year Ended December 31, 2C $32,85¢ $ 40,62( $ 5,22: $ 46,15¢ $32,54¢
Year Ended December 31, 2C $29,42¢ $ 37,07 $ 4,442 $ 38,08 $32,85¢
Year Ended December 31, 2C $27,24( $ 36,49( $ 4,78( $ 39,08« $29,42¢
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FORM 10-K NSTAR DECEMBER 31, 200¢

SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

NSTAR
(Registrant)

Date: February 5, 2010 By: /sl _R.J. WEAFER, JR.
Robert J. Weafer, Jr.
Vice President, Controller and
Chief Accounting Officer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed belpthe following persons on behalf
of the registrant and in the capacities indicatedfahe 5th day of February 2010.

Signature Title
/s THomASJ. M AY Chairman, President, Chief Executive
Thomas J. May Officer and Truste:
/s/  JaMESJ. JUDGE Senior Vice President and Chief Financial Officer

James J. Judge

/s/ G. L. COUNTRYMAN Trustee
Gary L. Countryman

/s/ THoMASG. DIGNAN, JR. Trustee
Thomas G. Dignan, Jr.

/s JAMES S. DISTASIO Trustee
James S. DiStasio

/s/ CHARLESK. G IFFORD Trustee
Charles K. Gifford

/s/  MATINA S. HORNER Trustee
Matina S. Horner

/s  PauL A. L A C AMERA Trustee
Paul A. La Camera

/s| SHERRYH. PENNEY Trustee
Sherry H. Penney

/s/  WiLLiam C. V AN F AASEN Trustee
William C. Van Faasen

/sl  G.L.WiLsoN Trustee
Gerald L. Wilson
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NSTAR
Change in Control Agreement

AGREEMENT, made as of the day of , 20___, by and between (“Executive”) and NSTAR (the “Company”).

WITNESSETH

WHEREAS, the Board of Trustees of the Company {Buward”) has determined that it is in the bestiiagts of the Company and its
shareholders for the Company to agree to providefits under the circumstances described beloWwadekecutive and other executives who
are responsible for the policy-making functionshef Company and/or one or more of its subsidiaiebkthe overall viability of the business of
the Company and its subsidiaries; and

WHEREAS, the Board recognizes that the possibilfts Change in Control of the Company is unsetttmguch executives and desires
to make arrangements at this time to help asseiedbntinuing dedication to their duties to then@pany and its shareholders, notwithstanding
any attempts by outside parties to gain contraghefCompany; and

WHEREAS, the Board believes it important, shoulel @ompany receive proposals from outside partesnable such executives,
without being distracted by the uncertainties @irtlown employment situation, to perform their rfieguduties, and where appropriate to assess
such proposals and advise the Board as to thertteststs of the Company and its shareholders @take such other action regarding such
proposals as the Board determines to be appropaate

WHEREAS, the Board also desires to demonstratee@xecutives that the Company is concerned with telfare and intends to
provide that loyal executives are treated fairly;

WHEREAS, the Board wishes to assure that executifése Company receive fair and competitive sevegsbenefits and receive fair
severance should any of their employment with tben@any or its subsidiaries terminate in specifieduenstances following a Change in
Control of the Company and to assure executivedtadr benefits upon a Change in Control;
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NOW, THEREFORE, in consideration of the premised i@ mutual covenants contained hereirf%eegé%ﬁé@%aagree as follows:

1. In the event that any individual, corporatioartpership, company, or other entity (“Person”)jchiterm shall include a
“group” (within the meaning of section 13(d) of tBecurities Exchange Act of 1934 (the “ActDegins a tender or exchange offer, circulat
proxy to the Company'’s shareholders, or takes attegrs to effect a “Change in Control” (as defimefxhibit A attached hereto and made a
part hereof), the Executive agrees not to volulytéeave the employ of the Company and will renither services contemplated in the recital
this Agreement until such Person has terminate@ffoets to effect a Change in Control or until Ba@ge in Control has occurred.

2. If, within 24 months following a Change in Cait(the “Post Change in Control Period”) the Exémiseparates from service with the
Company or one of the Company'’s subsidiaries becthesCompany terminates the Executive’s employrfuerany reason other than for
“Cause” or “Disability” (as defined in paragraplbdlow), or as a result of the Executive’s deattarause the Executive terminates such
employment for Good Reason (as defined in paragsapdiow):

(@) the Company will pay to the Executive a lump sumshcgayment equal to the sum of (i) the Exec’'s annual base salar* Annual
Base Salary”) through the date of such separatmmn Eervice to the extent not theretofore paifl aiprorated portion of the target
award payable under the Company’s Executive Anmgantive Compensation Plan, or any comparableccessor plan (the
“Annual Plan”) determined by calculating the prodat(A) the target bonus award payable for thedigear in which the date of
termination occurs under the Annual Plan, timesg@action, the numerator of which is the numifedlays in the current fiscal
year through the date of termination of employmant] the denominator of which is 365, (iii) a ptedhportion of the target awa
payable under any long-term performance or incergiian (the “Long-Term Plan”) for the performanegipd ending on the last
day of the fiscal year during which the date ofagafion from service occurs determined by calcadpthe product of (A) the target
award payable for such performance period and {Baion, the numerator of which is the numbedays in the current
performance period through the date of terminatiom the denominator of which is the actual nundbelays in the performance
period (provided that if any awards are expresseshares of common stock rather than cash, the @oynpill pay the cash
equivalent of such awards based on the closing jpée share as reported in the Wall Street Jo(Ezaitern Edition) New York
Stock Exchange Composite Transactions determingbendate prior to the date of the Change in Cootrthe average per share
price for the 10 trading days preceding the dati®iChange in Control (whichever is higher)) amylgny compensation for the
fiscal year in which the date of separation fromviee occurs previously deferred by the Executiegéther with any accrued
interest or earnings thereon) and any accrued ieacpay, in each case to the extent
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theretofore paid. The portion of such payment whiobs not exceed the lesser of two time$ A2 Bkel ¥R ualized
compensation or two times the Code section 401{a)ithit and is therefore exempt from Code secd68A (the “409A
Threshold”) will be paid within 30 days of the Ex#ige’s separation from service. Any amount in esscef the 409A Threshold
(taking into account any other separation pay paithe Executive) will be paid on the first daytbé seventh month after the
Executive' s separation from service; a

any stock, stock option or cash awards grantedeadcikecutive by the Company that would have becagsted upon continue
employment by the Executive shall immediately wedtll notwithstanding any provision to the comyraf such grant and shall
remain exercisable until the earlier of the fiftmaversary of such termination and the latest datevhich such grant could have
been exercised; ar

the Company will pay to the Executive a lump surshcgayment equal to two times: (A) the amount effixecutiv' s Annual Bas
Salary at the rate in effect immediately prioriie tlate of separation from service or at the ragdfect immediately prior to the
Change in Control, whichever is higher, and (B)dhsunt of the actual bonus paid to the Executhaeuthe Annual Plan for the
most recently completed fiscal year ended befaeeCthange in Control, or the target bonus payabiieuthe Annual Plan for the
fiscal year during which the separation from sexdccurs, whichever is higher. The portion of spaiment which does not exce
the 409A Threshold (taking into account any otlegrasation pay paid to the Executive) will be paidite Executive within 30 days
of the Executive’s separation from service andrémainder (if any) will be paid on the first daytbé seventh month after such
separation from service; al

the Company will pay to the Executive on thstfday of the seventh month after such separétion service a lump-sum cash
payment equal to the full balance standing to thechtive's credit with the Company under any and all defec@mpensation pla
or arrangements and the lump-sum actuarial equivalethe Executive’s accrued benefit under anyptempental retirement plan or
arrangement (a “SERP”) in which the Executive pistites (the sum of the amounts described in stibasda) and (d) shall be
hereinafter referred to as the “Accrued Obligatipnshich payments shall be in lieu of any amourttserwise payable to the
Executive under any such plans; ¢

the Company will pay to the Executive on the fitay of the seventh month after such separation &ervice, an amount equal
the excess of (i) the lump sum actuarial equivabéhe accrued benefit under
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the Company’s qualified defined benefit pensiompithe “Pension Plan”) (utilizing actuarial 388 3rp€ 5 %8s favorable to the
Executive than those in effect under the Pensian Phmediately prior to the date of the Changeamt@l), and (b) any SERP
which the Executive would receive if the Executsremployment continued for two years after the daseparation from service
assuming for these purposes that all accrued lisraeé fully vested, and further assuming thatBkecutives annual compensati
for purposes of determining benefits under the ParBlan and SERP (“Covered Compensation’@ach of the two years is at le
equal to the higher of the Executive’s annual cdt€overed Compensation for the most recently cetepl fiscal year ending prior
to the date of the Change in Control or the yeavhich the Change in Control occurs, over (ii) kinap sum actuarial equivalent of
the Executive’s actual accrued benefit (paid orgds), if any, under the Pension Plan and the S@ERRiding SERP payments
made under subparagraph (d) above) as of the Hagparation from service; al

the Executive, together with the Executive’pdedents, will continue following such separaticoni service to participate fully at
the Company’s expense in all welfare benefit pl@nsgrams, practices and policies, including witHouitation, life, medical,
disability, dental, accidental death and travelirasce plans, maintained or sponsored by the Coynpanediately prior to the
Change in Control, or receive substantially theivaant coverage from the Company, until the longfathe second anniversary of
such separation from service or any longer perrhay be provided by the terms of the approprikte, pprogram, practice or
policy, provided, however, that if the Executivebmes reemployed with another employer and isl#égo receive medical or
other welfare benefits under another employer-gtediplan, the medical and other welfare benefissiileed herein shall be
secondary to those provided under such other planglsuch applicable period of eligibility. Fornposes of determining eligibili
(but not the time of commencement of benefitshef Executive for any retiree benefits pursuanttthglans, practices, programs
and policies, the Executive shall be considerduate remained employed until two years after the daseparation from service
and to have retired on the last day of such peaod

to the extent not theretofore paid or provided floe, Company shall, within 30 days of such ternmamabf employment, pay ¢
provide to the Executive any other amounts or hienefquired to be paid or provided or which the&xtive is eligible to receive
under any plan, program, policy, practice, contoxagreement of the Compar”Other Benefit"); and
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the Company will promptly reimburse the Exeeatior any and all legal fees and expenseé3 a%%ﬁfaﬁi%8E9§imitation,
stenographer fees, printing costs, etc.) incurgethb Executive as a result of such terminatioeraployment, including without
limitation all fees and expenses incurred to erddhe provisions of this Agreement or contestingisputing that the termination
the Executive’s employment is for Cause or othantfor Good Reason (regardless of the outcomedfjeprovided, however, that
() in no event shall any amount of reimbursemenphid to the Executive for expenses incurred #fiefifth year after the year in
which such termination from employment occurs;ttig reimbursement shall be paid by the fifteerth af the third month
following the year in which such legal fee or expemvas incurred; and (iii) this right to reimbursegris not subject to liquidation

or exchange for another bene

Notwithstanding anything herein to the contrarythte extent that any payment or benefit providechrein is required to be paid or
vested at any earlier date under the terms of &y, pgreement or arrangement, such plan, agreesmantangement shall control.

The Executive acknowledges that the Company isestibp an agreement dated February 12, 2004 purguaitich the amount paid under
severance agreements entered into by the Compahiyseexecutives following that date will be lindtéo 2.99 times the executive’'s combined
Base Salary and bonus paid under the Company’s #ritlan referenced above. Accordingly, notwithstag@ny of the other terms of this
Agreement, any amounts that might be paid hereundldoe limited to 2.99 times the Executive’s coiméd Base Salary and bonus paid under

the Company’s Annual Plan, to be measured consigiiéimthe provisions of this paragraph.

3. Death, Disability, Cause, Other Than For GooddRa.

(@)

(b)

Death If the Executive separates from service durirgRlost Change in Control Period by reason of thexttive’s death, this
Agreement shall terminate without further obligagdo the Executive’s legal representatives urfiierAgreement, other than for
payment of Accrued Obligations and the timely pagtrar provision of Other Benefits. Accrued Obligeis shall be paid to the

Executive's estate or beneficiary, as applicable, in a lump 8 cash within 30 days of dea

Disability . If the Executive separates from service durirggRlost Change in Control Period by reason of thectiive’s Disability,
this Agreement shall terminate without further ghtions to the Executive other than for paymerAadfrued Obligations and the

timely payment or provision of Other Benefits. Aaed Obligations shall be paid to 1
_5-



(€)

WPD-6
Screening.Data.Rart.1.0f.2

Executive in a lump sum in cash within 30 dayshef dlate of separation from service. For pF> %%@ﬁs%@&?@ement, “Disability”
shall mean the absence of the Executive from trezitve’s duties with the Company on a full-timesigefor 180 consecutive
business days as a result of incapacity due toahenphysical illness which is determined to bltand permanent by a physician
selected by the Company or its insurers and acolepta the Executive or the Executive’s legal repraative. If the Company
determines in good faith that the Disability of eecutive has occurred during the Post Changemtrél Period, it may give the
Executive written notice of its intention to terrate the Executive’s employment. In such eventBkecutive's separation from
service with the Company shall be effective on38th day after receipt of such notice by the Exgeuprovided that, within the !
days of such receipt, the Executive shall not raerned to fu-time performance of the Execut’s duties

Cause. If the Executive separates from service becaus€bmpany terminates the Execu’s employment for Cause (as defir
in Section 4 below) during the Post Change in GirReriod, this Agreement shall terminate withauttier obligations to the
Executive other than the obligation to pay the Exige (A) the Executive’s Annual Base Salary thriodlge date of termination,
(B) the amount of any compensation previously deteby the Executive, and (C) Other Benefits, iochegase to the extent
theretofore unpaid. If the Executive voluntarilypaeates from service during the Post Change inrGbReriod, excluding a
termination of employment for Good Reason, thisefgnent shall terminate without further obligatitmshe Executive other than
for Accrued Obligations and the timely payment mwvisions of Other Benefit:

In either case, all Accrued Obligations shall bil pa the Executive in a lump sum in cash withindzs of the date of the separation
from service.

4. “Cause” means only: (a) commission of a felongmss neglect of duty by the Executive whicmiginded to result in substantial

personal enrichment of the Executive at the expeh#ge Company, (b) conviction of a crime involgimoral turpitude, or (c) willful failure
by the Executive of the Executive’s duties to trempany which failure is deliberate on the Execusieart, results in material injury to the
Company, and continues for more than 30 days aftiéten notice given to the Executive pursuant tava-thirds vote of all of the members of
the Board at a meeting called and held for suchgre (after reasonable notice to the Executive)aamehich meeting the Executive and the
Executive’s counsel were given an opportunity tdbard, such vote to set forth in reasonable détaihature of the failure. For purposes of
this definition of Cause, no act or omission shallconsidered to have been “willful” unless it aas in good faith and the Executive had
knowledge at the time that the act or omission matsn the best interest of the Company. Any acfaiure
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to act, based on authority given pursuant to aluéisa duly adopted by the Board or upon the ingtinns D1$R&ChRPERecutive Officer or
another senior officer of the Company or basecheratlvice of counsel of the Company shall be canadly presumed to be done, or omitted
to be done, by the Executive in good faith anchimhest interest of the Company.

5. The Executive may terminate the Executive’s eyplent for Good Reason if the Executive providesGompany with a Notice of
Termination within 90 days of the initial existermfeone of the following conditions arising withdiie Consent of the Executive:

(@)

(b)

()

(d)

The assignment to the Executive of any duties issbent in any respect with the Execu’s position (including status, office

tittes and reporting requirements), authority, dsitor responsibilities immediately prior to the @@ in Control; or any other acti
by the Company which results in a material dimiontin such position, authority, duties or respoitiids, excluding for this
purpose an isolated, insubstantial and inadvedetidn not taken in bad faith and which is remedigdhe Company promptly after
receipt of notice thereof given by the Executive

Any material reduction in the Executive’s rafeAnnual Base Salary for any fiscal year, or mateeduction in the Executive’s

total cash and stock compensation opportunitiesyding salary and incentives, for any fiscal y@ar this purpose, such
opportunities shall be deemed reduced if the objestandards by which the Executive’s incentivenpensation measured become
more stringent or the amount of such compensasionaterially reduced on a discretionary basis ftieenamount that would be
payable solely by reference to the objective stedgjaor

Failure of the Company to continue in effect artyreenent, life, medical, dental, disability, acad@l death or travel insurance pl
in which the Executive was participating immedigtefior to the Change in Control unless the Companoyides the Executive
with a plan or plans that provide substantiallyiambenefits, or the taking of any action by then@pany that would adversely
effect the Executive’s participation in or matdsiakduce the Executive’s benefits under any ohgulans or deprive the Executive
of any material fringe benefit enjoyed by the Exa®iimmediately prior to the Change in Controletthan an isolated,
insubstantial and inadvertent failure not occurim@ad faith and which is remedied by the Compammmptly after receipt of
notice thereof given by the Executive;

The Company requires the Executive to be basexyapffice or location outside the Greater Bostortidgolitan Area or th
Company requires the Executive to travel on Compmarsiness to a substantially greater extent thquimed immediately prior to
the date of Change in Control;
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(e) Any purported termination by the Company of Executive’s employment otherwise than apsa%%?é.zs&l‘yﬂ%t%d by this
Agreement; o

(H  Any failure by the Company to comply with and sigtiSection 8 of this Agreemer

For purposes of this Section 5, any good faithrd@teation of Good Reason made by the Executivd Sleatonclusive. The Company
shall have 30 days from the receipt of the Notic€ermination to cure the event specified in theib®and, if the Company fails to so cure the
event, the Executive’s employment shall terminateGood Reason on the first day following the extxin of such 30-day cure period. The
Executive’s termination of employment for Good Reabkereunder is intended to be an involuntary sejoer from service for purposes of
Code section 409A and shall be construed accormdingl

6. Notwithstanding any provision of this Agreemgmthe contrary, if at the time of the Executiveé&paration from service with the
Company or one of the Company’s subsidiaries thechtive is a specified employee as hereinaftenddfiany and all amounts payable under
this Agreement in connection with such separatiomfservice that constitute deferred compensatibjest to section 409A of the Code, as
determined by the Company in its sole discretiba)lde made or commence on the first day of thversth month following the Executive’s
termination of employment. For purposes of the @déty sentence, the term “specified employee” shalin an individual determined by the
Company to be a specified employee as definedbeeation (a)(2)(B)(i) of section 409A of the Codeldhe regulations thereunder.

7. In the case of any dispute under this AgreenteatExecutive may initiate binding arbitrationBoston, Massachusetts, before the
American Arbitration Association by serving a netto arbitrate upon the Company or, at the Exeeidiglection, institute judicial
proceedings, in either case within 90 days of ffectve date of the Executive’s termination orlgfer, the Executive’s receipt of notice of
termination, or such longer period as may be resslgmecessary for the Executive to take such madtitiness or incapacity should impair the
Executive taking such action within the 90-day périThe Company shall not have the right to indtiainding arbitration, and agrees that upon
the initiation of binding arbitration by the Exeimg pursuant to this paragraph 8 the Company shake to be dismissed any judicial
proceedings it has brought against the Executilaging to this Agreement. The Company authorizesBEkecutive from time to time to retain
counsel of the Executive’s choice to representtkecutive in connection with any and all actiomageedings, and/or arbitration, whether by
or against the Company or any trustee, officerredi@der, or other person affiliated with the Compavhich may affect the Executisertights
under this Agreement. The Company agrees (i) tatlpayees and expenses of such counsel, (ii) tahEagost of such arbitration and/or
judicial proceeding, and (iii) to pe
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interest to the Executive on all amounts owed #&HRecutive under this Agreement during any peoitxiﬁa@?r?gf%%%gg?nounts are withheld
pending arbitration and/or judicial proceedingsctSinterest will be at the prime rate for corporagns by the nation’s largest banks as
published from time to time under “Money Ratesthie Wall Street Journal, Eastern Edition.

In addition, notwithstanding any existing prioraattey-client relationship between the Company andhsel retained by the Executive,
the Company irrevocably consents to the Executiterang into an attorney-client relationship withich counsel and agrees that a confidential
relationship shall exist between the Executive sunth counsel.

8. If the Company is at any time before or aft€@hamnge in Control merged or consolidated into dhany other corporation or other
entity (whether or not the Company is the survivemgity), or if substantially all of the assetsréwf are transferred to another corporation or
other entity, the provisions of this Agreement Wil binding upon and inure to the benefit of theporation or other entity resulting from such
merger or consolidation or the acquirer of sucle@sghe “Successor Entity”), and this paragraphlBapply in the event of any subsequent
merger or consolidation or transfer of assets. Cbmpany will require any such Successor Entitystsuane expressly and agree to perform
Agreement in the same manner and to the same ekgdrthe Company would be required to perfornoioch transaction had taken place
used in this Agreement, Company shall mean the @omnps hereinbefore defined and any SuccessoyEvtiich assumes and agrees to
perform this Agreement by operation of law or othise.

In the event of any merger, consolidation, or sélassets described above, nothing contained snAgreement will detract from or
otherwise limit the Executive’s right to or privile of participation in any stock option or purchpk or any bonus, profit sharing, pension,
group insurance, hospitalization, or other incemtiv benefit plan or arrangement which may be ool applicable to the executives of the
corporation resulting from such merger or consaidtaor the corporation acquiring such assets efGbmpany.

In the event of any merger, consolidation, or sélassets described above, references to the Conipéinis Agreement shall unless the
context suggests otherwise be deemed to includentity resulting from such merger or consolidatiorihe acquirer of such assets of the
Company.

9. Any termination by the Company for Cause, oth®/Executive for Good Reason, shall be commurddayeNotice of Termination to
the other party hereto given in accordance withi8ed5 of this Agreement. For purposes of thiséggnent, a “Notice of Termination” means
a written notice which (i) indicates the specificrhination provision in this Agreement relied up@i),to the extent applicable, sets forth in
reasonable detail the facts and circumstances ethtmprovide a basis for termination of the Exa®$ employment under the provision so
indicated and (iii) except as provided in Secticabbve, if the Date of Termination (as defined bgls other than the date of receipt of such
notice, specifies the termination date (which ddu@ll be not more than thirty days after the givifig

-0-



WPD-6
Screening.Data.Rart.1.0f.2

such notice). The failure by the Executive or tleerPany to set forth in the Notice of Terminatiory gact GPRITRLNS5EERe which contribute:
a showing of Good Reason or Cause shall not waiyeight of the Executive or the Company, respe&dyivhereunder or preclude the
Executive or the Company, respectively, from agsgrguch fact or circumstance in enforcing the Exiee’s or the Company’s rights
hereunder.

“Date of Termination” means (i) if the Executivemployment is terminated by the Company for Catledate of receipt of the Notice
of Termination or any later date specified theramthe case may be, (i) if the Executive’s emplept is terminated by the Company other
than for Cause or Disability, the date on which@wmmpany notifies the Executive of such terminaaon (iii) if the Executive’s employment
is terminated by reason of death or Disability, diage of death of the Executive or the effectiviedd the Disability, as the case may be.

10. All payments required to be made by the Compemgunder to the Executive or the Executive’s ddpats, beneficiaries, or estate
will be subject to the withholding of such amourgkating to tax and/or other payroll deductionsresy be required by law.

11. There shall be no requirement on the part@Bkecutive to seek other employment or otherwisiggate damages in order to be
entitled to the full amount of any payments anddfigsnto which the Executive is entitled under thigeement, and the amount of such
payments and benefits shall not be reduced by ampensation or benefits received by the Executioen fother employment.

12. Nothing contained in this Agreement shall bestued as a contract of employment between thep@ognand the Executive, or as a
right of the Executive to continue in the employtted Company, or as a limitation of the right of thompany to discharge the Executive with
or without Cause; provided that the Executive shalle the right to receive upon termination of esgpient the payments and benefits
provided in this Agreement and shall not be deetndthve waived any rights that the Executive maxelgither at law or in equity in respect
of such discharge.

13. No amendment, change, or modification of thigeement may be made except in writing, signeddily parties.

14. This Agreement shall terminate on the thirdieemsary of the date hereof, provided, however, ¢oamencing on the date one year
after the date hereof, and on each annual anniyeo$auch date (each such date hereinafter reféoras a “Renewal Date')nless previousl
terminated, the term of this Agreement shall bemattically extended so as to terminate three yfeans such Renewal Date, unless at least
sixty days prior to the Renewal Date the Compar@l glive notice to the Executive that the termho§ tAgreement shall not be so extended.
This Agreement shall not apply to a Change in Ginthich takes place after the termination of higeement.
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Payments made by the Company pursuant to this Aggetshall be in lieu of severance paymen%‘,gﬁ %ﬁ?c?{ ?ﬁpgaht otherwise be
available to the Executive under any severance plalicy, program or arrangement generally applieab the employees of the Company. If
for any reason the Executive receives severanca@atg (other than under this Agreement) upon timitation of employment with the
Company, the amount of such payments shall be dedfiom the amount paid under this Agreement. dimpose of this provision is solely
avert a duplication of benefits; neither this psden nor the provisions of any other agreement sleainterpreted to reduce the amount payable
to the Executive below the amount that would othesvhave been payable under this Agreement.

The provisions of this Agreement shall be bindipgmiand shall inure to the benefit of the Execytilie Executive’s executors,
administrators, legal representatives, and assggrsthe Company and its successors.

The validity, interpretation and effect of this Agment shall be governed by the laws of The Comrealitvof Massachusetts. Any
ambiguities in this Agreement shall be construefhiror of the Executive.

The invalidity or unenforceability of any provisienf this Agreement shall not affect the validityemforceability of any other provision
of this Agreement, which shall remain in full foraad effect.

The Company shall have no right of set-off or centltims, in respect of any claim, debt, or obligatagainst any payments to the
Executive, the Executive’s dependents, benefigaoe estate provided for in this Agreement.

No right or interest to or in any payments shalbbsignable by the Executive; provided, howeve, tifis provision shall not preclude
Executive from designating one or more beneficgtiereceive any amount that may be payable dfeesEkecutive’s death and shall not
preclude the legal representative of the Executiestate from assigning any right hereunder t@éngon or persons entitled thereto under the
Executive’s will or, in the case of intestacy, e {person or persons entitled thereto under the tdwntestacy applicable to the Executive’s
estate. The term “beneficiaries” as used in thise&gent shall mean a beneficiary or beneficiamedesignated to receive any such amount, or
if no beneficiary has been so designated, the legaksentative of the Executive’s estate.

No right, benefit, or interest hereunder shall bigject to anticipation, alienation, sale, assignmemcumbrance, charge, pledge,
hypothecation, or set-off in respect of any clad®bt, or obligation, or to execution, attachmesty| or similar process, or assignment by
operation of law. Any attempt, voluntary or involary, to effect any action specified in the immeeliapreceding sentence shall, to the full
extent permitted by law, be null, void, and of rfifzet.
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All notices and other communications hereunderl d®in writing and shall be given by hand deIRﬂ&?‘?@Bﬂ%g?o&arty or by registered
or certified mail, return receipt requested, postagepaid, addressed as follows:

If to the Executive

If to the Company NSTAR
800 Boylston Street, 1 Floor
Boston, MA 0219¢
Attention: General Couns

or to such other address as either party shall haméshed to the other in writing in accordancechéth. Notice and communications shall be
effective when actually received by the addressee.

The name “NSTAR” means the trustee or trusteethiotime being (as trustee or trustees but noopeitly) under a Declaration of Trust
dated April 20, 1999, as amended from time to timidch is hereby referred to, and a copy of whashamended, has been filed with the
Secretary of State of The Commonwealth of MassattaisAny obligation, agreement, or liability madatered into, or incurred by or on
behalf of NSTAR binds only its trust estate, andshareholder, director, trustee, officer or aghateéof assumes or shall be held to any liak
therefor.
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IN WITNESS WHEREOF, NSTAR and the Executive havehezaused this Agreement to be dulga&eg@&?e%f LR ded as of the date
set forth above.

NSTAR

By:

Name: Christine M. Carmod'
Senior Vice Preside~ Human Resource

Name: Executiveé s Name and Titls
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Change in ControFor the purposes of this Agreement, a “Change imti©tf shall mean:

(@)

(b)

()

The acquisition by any Person (or more than onedPeaicting as a group) of ultimate beneficial owhgr (within the meaning ¢
Rule 13d-3 promulgated under the Exchange Act)) ah¢re than 50% of the then outstanding commomeshgor shares of
common stock) of Parent (the “Outstanding Paremh@on Shares”) or (i 30% or more of the combined voting power of thenth
outstanding voting securities of the Parent emtittevote generally in the election of trusteesdjoectors) (the “Outstanding Parent
Voting Securities”); provided, however, that forrpases of this subsection (a), the following addjoiss shall not constitute a
Change in Control: (i) any acquisition directlyrftghe Parent, (ii) any acquisition by the Parerdary affiliate of Parent, (iii) any
acquisition by any employee benefit plan (or relateist) sponsored or maintained by the ParentCtmapany or any affiliate of
Parent or (iv) any acquisition by any Person purstma transaction which complies with clauses(iij) and (iii) of subsection

(c) of this Exhibit A; ot

Individuals who, as of the date hereof, constitheBoard of Trustees of the Parent (‘Incumbent Boar’) cease for any reason
constitute at least a majority of such board; ptedi however, that any individual becoming a treigte director) subsequent to the
date hereof whose election, or nomination for &edby the Parent’s shareholders, was approvedvmteaof at least a majority of
the trustees (or directors) then comprising theitmgent Board shall be considered as though sudbhidio@l were a member of the
Incumbent Board, but excluding, for this purpos®; such individual whose initial assumption of offioccurs as a result of an
actual or threatened election contest with resettte election or removal of trustees (or diregtar other actual or threatened
solicitation of proxies or consents by or on belodlf Person other than such board

Consummation of a reorganization, merger or codatibn or sale or other disposition of all or sabslly all of the assets of tl
Parent (a “Business Combination”), in each casksssnfollowing such Business Combination, (i)aalsubstantially all of the
individuals and entities who were the beneficiahevs, respectively, of the Outstanding Parent Com8iwares and Outstanding
Parent Voting Securities immediately prior to sBefsiness Combination beneficially own, directlyirdirectly, immediately
following such Business Combination 50% or morere$pectively, the then outstanding common shameshares o
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common stock) and the combined voting power oftlles outstanding voting securities entiﬁ%?ft%?%éﬁé%gﬁy in the election of
trustees (or directors), as the case may be, dadritity resulting from such Business Combinatiowl(iding, without limitation, an
entity which as a result of such transaction ovesRarent or all or substantially all of the Pdeeassets either directly or through
one or more subsidiaries) in substantially the sproportions as their ownership, immediately ptosuch Business Combination
of the Outstanding Parent Common Shares and OdtstaRarent Voting Securities, as the case mayiibep Person (excluding
any entity resulting from such Business Combinatioany employee benefit plan (or related trusthefParent or the Company or
such entity resulting from such Business Combimgtidtimately beneficially owns, directly or indatty, more than 50% of,
respectively, the then outstanding common sharebarnes of common stock of the entity resultingnfiiuch Business Combinati
or 30% or more of the combined voting power ofttien outstanding voting securities of such entityept to the extent that such
ownership existed prior to the Business Combinadiod (iii) at least a majority of the members @& Hoard of trustees (or board of
directors) of the entity resulting from such Busis€ombination were members of the Incumbent Battlde time of the execution
of the initial agreement, or of the action of thealBd of Trustees of the Parent, providing for sBokiness Combination; «

(d) Approval by the shareholders of the Parent of apiete liquidation or dissolution of the Pare

For purposes of this Appendix A, the term “Paresftall mean NSTAR, or, if any entity shall own, dttg or indirectly through one or more
subsidiaries, more than 50% of the outstanding comsmares of NSTAR, such entity
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémdlee Registration Statement on Form S-3 (No-833401 and No. 333-155779),
Registration Statement on Form S-4 (No. 333-7828%)in the Registration Statements on Form S-8.(B®3-142595, 333-160263, and 333-
87272) of NSTAR of our report dated February 5,2fdating to the financial statements and thectiffeness of internal control over finan
reporting, which appears in the Annual Report tarBholders, which is incorporated in this Annuab&on Form 10-K. We also consent to
the incorporation by reference of our report ddtelruary 5, 2010 relating to the financial statensehedules, which appears in this Form 10-

K.
/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 5, 2010



WPD-6
Screening Data Part 1 of 2 Exhibit 31.1
Page 9226 of 9808

Sarbanes - Oxley Section 302 Certification

I, Thomas J. May, certify that:

1. | have reviewed this annual report on Forn-K of NSTAR;
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amgttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statements$ atéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep
4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay
a) designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) designed such internal control over financigloring, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and presénthi report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport, based on such
evaluation; ant

d) disclosed in this report any change in the tegi$'s internal control over financial reportirgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

5.  The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatimrernal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) all significant deficiencies and material weaknedsethe design or operation of internal contra¢iofinancial reporting which al
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmahcial information; ant

b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: February 5, 201 By: /s/ THOMASJ. MAY

Thomas J. May
Chairman, President and
Chief Executive Officer
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Sarbanes - Oxley Section 302 Certification

I, James J. Judge, certify that:

1. | have reviewed this annual report on Forn-K of NSTAR;
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amgttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statements$ atéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep
4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay
a) designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) designed such internal control over financigloring, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and presénthi report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport, based on such
evaluation; ant

d) disclosed in this report any change in the tegi$'s internal control over financial reportirgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

5.  The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatimrernal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) all significant deficiencies and material weaknedsethe design or operation of internal contra¢iofinancial reporting which al
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmahcial information; ant

b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: February 5, 201 By: /sl JAMESJ. JUDGE

James J. Judge
Senior Vice President
and Chief Financial Officer
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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 NSTAR (fi@ompany”) on Form 10-K for the year ending DecembE, 2009 as filed with the
Securities and Exchange Commission on the datehéhe “Report”), |, Thomas J. May, Chairman, Fdeat and Chief Executive Officer of
the Company, certify, pursuant to 18 U.S.C. Secti®8b0, as adopted pursuant to Section 906 of theaBasOxley Act of 2002, that to the b
of my knowledge:

(i) the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities ExchangeoA 1934; anc

(i) the information contained in the Report faigyesents, in all material respects, the finarmdaldition and results of operations of the
Company.

Date: February 5, 2010 By: /s/  THomAsJ. MAY
Thomas J. May
Chairman, President and
Chief Executive Officer




WPD-6
Screening Data Part 1 of 2 Exhibit 32.2
Page 9229 of 9808
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 NSTAR (ti@ompany”) on Form 10-K for the year ending DecembE 2009 as filed with the
Securities and Exchange Commission on the datehg@he “Report”), I, James J. Judge, Senior VicesRlent and Chief Financial Officer of
the Company, certify, pursuant to 18 U.S.C. Secti®8b0, as adopted pursuant to Section 906 of theaBasOxley Act of 2002, that to the b
of my knowledge:

(i) the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities ExchangeoA 1934; anc

(i) the information contained in the Report faigyesents, in all material respects, the finarmdaldition and results of operations of the
Company.

Date: February 5, 2010 By: /s/ JaMmESJ. JUDGE
James J. Judge
Senior Vice President
and Chief Financial Officer






