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GLOSSARY OF TERMS AND ABBREVIATIONS

AFUDC (Allowance for Funds Used During Construction)ke cost of utility equity and debt funds usedit@fice construction projects t
is capitalized as part of construction cost.

ASC (Accounting Standards Codification) — The singlarse of authoritative United States generally atagpccounting principles.

BFMCC (Bypassable Federally Mandated Congestion Chargdsfederally mandated charge, as defined by Conagctlectric industt
restructuring legislation, related to the generatibelectricity.

C&LM (assessment/charge) (Conservation and Load ManagemenStatutory assessment on electric utility retailteoreer bills placed in
State of Connecticut fund used to support energgewation and load management programs.

CTA (Competitive Transition Assessment)fhe component of electric utility retail customélisbassessed to allow utilities in the Stat
Connecticut to recover allowable Stranded Costdetarmined by the DPUC.

CDEP — Connecticut Department of Environmental Protectio
CfD - Contract for Differences
Distribution Division - The United llluminating Company’s (W) operating division that provides distributiomsees to the its retail elect

customers and manages all components related tossueice, including the C&LM, CTA, GSC and REIh€l Distribution Division does n
include Ul's transmission operations.

DOE - United States Department of Energy.

DPUC (Connecticut Department of Public Utility Conirel State agency that regulates certain ratemakingices; accounting, plant a
operations of Connecticut utilities.

EIA - Energy Independence Act adopted by the Stateoofh€cticut in 2005.

EPA — United States Environmental Protection Agency.

EPS- Earnings Per Share.

ESOP- Employee Stock Ownership Plan.

FASB (Financial Accounting Standards Board) — A rul&mg organization that establishes financial actimgnand reporting standards.

FERC (Federal Energy Regulatory Commissiorfyederal agency that regulates interstate transmnissid wholesale sales of electricity
related matters.

FMCC (Federally Mandated Congestion Charges) federally mandated charge, as defined by Conccglectric industry restructuri
legislation, related to the supply of electricitytbe reliability of supply in the electricity magk

GAAP - Generally accepted accounting principles in théed States of America.

GSC (Generation services chargeJhe rate, as determined by the DPUC, charged treutility retail customers for the generaticeamsce
and ancillary products purchased at wholesale atideded by Ul as part of fully bundled services.
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ISONE (ISO-New England Inc.) An independent system operator contracted by NEP@©Obperate the regional bulk power sys
(generation and ancillary products, and transmigsioNew England.

ITC — Investment tax credit.
kV_ (kilovolt) — 1,000 volts. A volt is a unit of@ttromotive force.
kW _ (kilowatt) — 1,000 watts.

kwh (kilowatt-hour) —=The basic unit of electric energy equal to onewdt of power supplied to or taken from an electiicuit steadily fo
one hour.

KSOP - 401(k)/Employee Stock Ownership Plan.
LIBOR —London Interbank Offered Rate.

MVA (megavoltampere) — 1,000 kilovoltamperes.
MW _ (megawatt) — 1,000 kilowatts.

NBFMCC (Non-Bypassable Federally Mandated Congestionrgelsa —A federally mandated charge, as defined by Conogtcelectri
utility restructuring legislation, related to thelidery of electricity.

NEPOOL (New England Power Pool) Entity operating in accordance with the New Engl&waver Pool Agreement, as amended at
approved by the FERC, to provide economic, reliaipleration of the bulk power system in the New Bndlregion.

O&M ( Operation and Maintenance) - Costs incurred iningqdaily business activities and maintaining isfracture.

OPEB (Other Postretirement Benefits)Benefits (other than pension) consisting principalf health care and life insurance provide
retired employees and their dependents.

PCB (Polychlorinated Biphenyl) — Additive to oil used certain electrical equipment up to the |48¥0s; now classified as a hazarc
chemical.

PTF — Pool Transmission Facilities.
RCRA — The federal Resource Conservation and Recovety Ac

REI (Renewable Energy Investment)Statutory assessment on electric utility retailteoeer bills placed in a State of Connecticut fua
support renewable energy projects.

RMR - (Reliability-Must-Run) — Resources scheduled perate out-of-merit order and identified by IS®- as necessary to preserve
reliability of a Reliability Region. RMR resourcgwsovide local voltage or VAR support or meet locabulation or operatingeservi
requirements.

RTO-NE (Regional Transmission Organization New Englan@rganization jointly proposed by IS®E and the New England transmiss
owners to strengthen the independent oversighteofegions bulk power system and wholesale electricity miglkee. The RTO commenc
operation effective February 1, 2005.

SBC (Systems Benefits Charge)THe component of electric utility retail customdish in the State of Connecticut, representinglupolicy
costs such as generation decommissioning and desplaorker protection costs, as determined by the/O.
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SEC - United States Securities and Exchange Commission.

Stranded Costs— Costs that are recoverable from retail customesgjetermined by the DPUC, including above-maldwg-term purchase
power obligations, regulatory assets, and abové«amnvestments in power plants.

Transmission Division— UI's operating division that provides transmissgamvices and manages all related transmission tqesa

TSO (Transitional Standard Offer) — W' obligation under Connecticut electric industrngstmecturing legislation, to offer a regula
“transitional standard offerfetail service from January 1, 2004 through Deceandlie 2006 to each customer who did not choosdtamate
electricity supplier.

VEBA (Voluntary Employee Benefit Association TrustYrust accounts for health and welfare plans fonreipayments to employees, retil
or their beneficiaries.

Watt — A unit of electrical power equal to one joule pecond.
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Part |
Iltem 1. Business.
GENERAL

The primary business of UIL Holdings Corporatioril{UHoldings) is ownership of its operating regultetility. The utility business consi:
of the electric transmission and distribution opierss of The United llluminating Company (Ul). H also a 5@&0 joint venturer, togeth
with NRG Energy, Inc., in GenConn Energy LLC (Gen€)) a project selected by the Connecticut Departnoé¢ Public Utility Contrg
(“DPUC") to build new peaking generation plantshielp address the stasegrowing need for more power generation duringhtbaviest loa
periods. UIL Holdings also has naility activities which recently included the op¢ions of Xcelecom, Inc. (Xcelecom) until the sainsia
completion of the sale of that business effectivec&nber 31, 2006. UIL Holdings is headquarteretlénv Haven, Connecticut, where
senior management maintains offices and is resplenfgir overall planning, operating and financiahétions.

UIL Holdings files electronically with the United&es Securities and Exchange Commission (SECQ)iremjreports on Form 8-K, Form 1D-
and Form 10K; proxy materials; ownership reports for insidess required by Section 16 of the Securities andh&ixge Act of 1934; ai
registration statements on Forms S-3 ar}] 8s necessary. The public may read and copynatgrials UIL Holdings has filed with the SE(C
the SECS Public Reference Room at 100 F Street, N.E., Wgtin, DC 20549. The public may also obtain infation on the operation of t
Public Reference Room by calling the SEC at 1-8B@G-9®330. The SEC maintains an Internet sitev(v.sec.goy) that contains reports, prc
and information statements, and other informategarding issuers that file electronically with ®EC. Copies of UIL Holdingsinnual repo
on Form 10-K, quarterly reports on Form 10-Q, corneports on Form & and any amendments to these reports filed wighSEC may &
requested, viewed, or downloaded on-line, freehafge, at (vww.uil.com).

UIL Holdings makes available on its webs{tevwww.uil.com) the charters of its Audit Committee, Corporatev€oance and Nominati
Committee, Compensation and Executive Developmemr@ittee and Finance Committee, as well as itparate governance guidelin
code of business conduct for its employees, codghiés for financial officers, and code of bussmesnduct for the Board of Directors.

Due to the requirements of Accounting Standardsifi@ation (ASC) 280 “Segment ReportingyIL Holdings has divided its regulat
business into distribution and transmission opegatiegments for financial reporting purposes. Bar Il, Item 8, Financial Statements a
Supplementary Data — Notes to Consolidated Finhi8t@tements — Note (M), Segment Information,” leistForm 10K, which is hereb
incorporated by reference.

UTILITY BUSINESS

Ul is a regulated operating electric public utilggtablished in 1899. It is engaged principallyhi@ purchase, transmission, distribution and
of electricity for residential, commercial and irstiial purposes in a service area of about 335requées in the southwestern part of the ¢
of Connecticut. The population of this area isragpnately 736,000, which represents approxima®dl% of the population of the State.
service area, largely urban and suburban, inclubdesprincipal cities of Bridgeport (population appimately 137,000) and New Han
(population approximately 124,000) and their sunding areas. Situated in the service area ar# tretde and service centers, as well as |
and small industries producing a wide variety obdurcts, including helicopters and other transpimmatquipment, electrical equipme
chemicals and pharmaceuticals. As of December28@9, Ul had approximately 325,000 customers. ©OF 2009 retail electric revenu
approximately 59.5% were derived from residentales, 34.3% from commercial sales, 5.0% from iniissales and 1.2% from str
lighting and other sales. Wl'retail electric revenues vary by season, witthijbest revenues typically in the third quartetief year reflectin
seasonal rates, hotter weather and air conditiong®y For additional information regarding Ul'seaues refer to Part Il, Item 6Sélecte
Financial Data,” of this Form 10-K which is herebgorporated by reference.
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Franchises

Ul has valid franchises to engage in the purchaaesmission, distribution and sale of electrigityits service area, the right to erect
maintain certain facilities over, on and under pubighways and grounds, and the power of eminentain. These franchises are subje
alteration, amendment or revocation by the Conaoettegislature, and revocation by the DPUC undieumstances specified by statute,
subject to certain approvals, permits and consgfrsiblic authorities and others prescribed byus¢at

Regulation

Ul is subject to regulation by several regulatoodies, including the DPUC. The DPUC has jurisdictivith respect to, among other thir
retail electric service rates, accounting procesiucertain dispositions of property and plant, tmesion of certain electric facilities, merg
and consolidations, the issuance of securitiescomelition of plant and equipment and the mannespafration in relation to safety, adequ
and suitability to provide service to customersjuding efficiency.

The location and construction of certain electacilities, including electric transmission linedaulk substations, are subject to regulatio
the Connecticut Siting Council with respect to eammental compatibility and public need.

Ul is a “public utility” within the meaning of Part Il of the Federal Powat (FPA). Under the FPA, the Federal Energy Retu
Commission (FERC) governs the rates, terms anditbonsl of transmission of electric energy in intate commerce (including transmiss
service provided by Ul), interconnection servicariterstate commerce (which applies to indepengdemter generators, for example), and
rates, terms and conditions of wholesale saleseotréc energy in interstate commerce (which inelsidost-based rates and maitkased rate
and regional capacity and electric energy markeisimistered by an independent entity, ISO-New Emgldnc. (ISONE). FERC approvt
Ul's transmission revenue requirements, which atected through UB retail transmission rates. The FERC also hasosty to ensure tt
reliability of the high voltage electric transmissisystem, monitor and investigate wholesale ateetrergy markets and entities that have
authorized to sell wholesale power at matkated rates, impose civil and criminal penaltiesviolations of the FPA (including marl
manipulation) and require public utilities subjeot its jurisdiction to comply with a variety of amating, reporting and recoideeping
requirements. See Part |, Item 1, “Business” +afigements with Other Industry Participants.”

Ul is also required to comply with reliability sidards issued by the North American Electric RelighCorporation (NERC), a not-for-profit
corporation whose mission is to improve the religband security of the bulk power system. NERGability standards may be enforced by
NERC, FERC (which oversees NERC), and by a regici@bility organization as approved by FEF

Connecticut Yankee Atomic Power Company, in whidhhds a 9.5% common stock ownership interest, ligesti to the jurisdiction of tt
United States Nuclear Regulatory Commission and RBRC. The Connecticut Yankee nuclear unit wagegktin 1996 and has be
decommissioned. See Part Il, Item 8, “Financiat&hents and Supplementary Data — Notes to Coasefidrinancial StatementsNete (J)
Commitments and Contingencies — Connecticut Yankemmic Power Company,” of this Form 30- which is hereby incorporated
reference.

Rates

Ul's retail electric service rates are subjecteagulation by the DPUC. WA’ present general retail rate structure consistganbus rate ar
service classifications covering residential, conmuiad, industrial and street lighting services.

Utilities are entitled by Connecticut law to chamgges that are sufficient to allow them an oppatjuto cover their reasonable operating
capital costs, to attract needed capital and maiti&ir financial integrity, while also protectimglevant public interests.
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The revenue components of Ul's retail charges tstauers, effective as of January 1, 2010, refletdtal average price of 19.9490peé!
kilowatt-hour (kWh) and consist of the following:

Authorized |Average Price

Unbundled Revenue Compon Description Return on Equitt  Per kWh

Distribution [The process of delivering electricity through loliaés to the 8.75%(1) 5.0848¢
custome’s home or busines

[Transmissior The process of delivering electricity over hightagle lines to loce | 12.:-12.5%(2)| 1.6716¢
distribution lines

Competitive Transition Assessment [Component of retail customer bills determined by BHPUC to 8.75%(3) 1.5065 ¢

(CTA) (3) recover Stranded Cos

Generation Services Charge (GSC) (4The average rate charged, as determined by the DU€tail None 11.0388 ¢

customers for the generation services purchasetia@esale by Ul
for standard service and last resort sen

Systems Benefits Charge (SBC) Charges representing public policy costs, sucheasmtior None 0.3375¢
decommissioning and displaced worker protectionsces
determined by the DPU(

Conservation & Load Management |Statutory assessment used to support energy catisegrand load None 0.3000 ¢
(C&LM) (6) management program
Non-Bypassable Federally Mandated [Federally mandated charge, as defined by Connéetieatric None (0.0903) ¢

Congestion Charges (NBFMCC) (7) |industry restructuring legislation, related to teBability of supply
delivered by the electric syste

Renewable Energy Investment (REI) [Statutory assessment used to support renewablgyepejects None 0.1000¢

(1) DPUC authorized return on equity. Earnings abavé® will be shared 50% to customers and 50% teesheners

(2) Weighted average estimate based upon FERC autHodres

(3) Ul earns the authorized distribution return on ggoin CTA rate base. Ul defers or accrues additi@mortization to achieve t
authorized return on equity on unamortized CTA tatge

(4) This rate includes $0.002 per kWh for retail accasd load settlement costs. GSC has no impacesults of operations, beca
revenue collected equals expense incurred (whiokfésred to as “pas=-througl” in this filing on Form 1-K).

(5) SBC has no impact on results of operations, becas2 billing is a“pas+-througt” with the exception of carrying charges which
applied to deferred balances, if a

(6) Ul has the opportunity to earn a nomi“incentive” for managing the C&LM programs. Except for theeintve, C&LM has no impa
on results of operations, because C&LM billing “pas-through”

(7) NBFMCC rate includes funding of customer initiagvguch as distributed generation resulting fromBhergy Independence Act. F
of the funding is an incentive to Ul helping torgithose customer initiatives dine. Except for the incentive, NBFMCC has no it
on results of operations, because NBFMCC billing fpass-through.” The 2010 NBFMCC rate is a dredicustomersbills reflecting
the refund of prior yea' over-collections.

(8) REI has no impact on results of operations, becRideilling is a“pas«-through”

For further information refer to Part Il, Item &ihancial Statements and Supplementary Data — Not€onsolidated Financial Statements
Note (C), Regulatory Proceedin” of this Form 10-K, which information is herebycwrporated by reference.
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Power Supply Arrangements

UlI's retail electricity customers are able to chodwesr telectricity supplier. Since January 1, 2007,has been required to offer stanc
service to those of its customers who do not ch@osetail electric supplier and have a maximum deiaf less than 500 kilowatts.
addition, Ul is required to offer supplier of lastsort service to customers who are not eligibtestandard service and who do not choo:
purchase electric generation service from a retadtric supplier licensed in Connecticut.

Ul must procure its standard service power purst@iat procurement plan approved by the DPUC. Teyrement plan must provide fc
portfolio of service agreements procured in an laypging pattern over fixed time periods (a “laddgtfiapproach). In June 2006, the DF
approved a procurement plan for Ul. As requirecCloyinecticut statute, a third party consultantineté by the DPUC works closely with Ul
the procurement process and to provide a jointmacendation to the DPUC as to selected bids.

Ul has wholesale power supply agreements in placéhe supply of all of UE standard service customers for all of 2010, 8626011 an
20% for 2012. Supplier of last resort serviceriscpred on a quarterly basis. Ul determined ttsatdntracts for standard service and sug
of last resort service are derivatives under ActiognStandards Codification (ASC) 815 “Derivativassd Hedging” and elected thedrma
purchase, normal sale” exception under ASC 815 iMagves and Hedging”As such, Ul regularly assesses the accountingntiesat for it
power supply contracts. These wholesale power Igupgreements contain default provisions that idelwequired performance assura
including certain collateral obligations, in theeav that Uls credit rating on senior debt was to fall beloweistment grade. In October 2C
Moody’s Investor Services (Moody) released its updated credit opinion for Ul anaintained its Baa2 rating with a stable outlodk
December 2009, Standard & Poors’ Investor Servi&&P) reinitiated coverage on Ul and rated it BBBhwa stable outlook. U$ credi
rating would have to decline two ratings to falldve investment grade at either rating servicethi§ were to occur, monthly amounts due
payable to the power suppliers would be acceleratestmimonthly payments and Ul would have to deliver dellal security in an amot
equal to the receivables due to the sellers fothhity day period immediately preceding the defandgtice. If such a situation was in effec
of December 31, 2009, Ul would have had to post@pmately $26 million in collateral.

As a result of an April 2008 DPUC decision, Ul ermitted to seek lonterm contracts for up to 20% of standard servigeirements, the gc
of which is to obtain long-term energy supply cants and Connecticut Class | Renewable Energy ficatds for Uls standard servi
customers that will result in economic benefit &depayers, both in terms of risk and cost mitigatitl is exploring longerm contrac
alternatives.

Arrangements with Other Industry Participants
ISO-NE and RTO-NE

ISO New England, Inc. (ISO-NE), an independent,-foofprofit corporation, was approved by the FERC as rbgional transmissic
organization for New England (RTO-NE) on Februar2@05. ISO-NE is responsible for the reliableragen of the regiors bulk electri
power system and fair administration of the regsowholesale electricity marketplace. IS{E&-is also responsible for the management ¢
comprehensive bulk electric power system and trésgan system planning processes that addresgdients long-term electricity needs.

Transmission Return on Equity (ROE)

In March 2008, the FERC issued an order on rehgdRehearing Order) establishing allowable ROEgrEmsmission projects of transmiss
owners in New England, including Ul. In the ReliregrOrder, the FERC established the biese! ROE of 11.14% beginning in Novem
2006. The Rehearing Order also confirmed a 50shzsint ROE adder on Pool Transmission FacilitfER) for participation in the RTQIE
and a 100 basis point ROE incentive for projecttuited in the ISONE Regional System Plan that were completed arltheras of Decemb
31, 2008. The Middletown/Norwalk Transmission Bobjreceived this 100 basis point ROE adder. pfojects placed in service af
December 31, 2008, incentives may be requestedtlierRERC, through a specific showing justifying thcentive, on a project specific basis.

-9-
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In May 2008, several public entities, including BEBUC, filed a petition with the United States Confr Appeals for the District of Columt
Circuit (U.S. Court of Appeals) challenging the Rating Order. On January 29, 2010, the U.S. Gofutppeals issued a decision upholc
the FERC order.

Ul's overall transmission ROE is determined by thix of Ul's transmission rate base between new and exig@mgnhission assets, ¢
whether such assets are PTF or non-PTF. Ul'srimasson assets are primarily PTF. For 2009, UVerall allowed weightedverage ROE fi
its transmission business was 12.52%.

Middletown/Norwalk Transmission Project

In December 2008, the 34&lovolt (kV) transmission line from Middletown, @aecticut, to Norwalk, Connecticut (the Projectsveamplete
and the transmission assets were placed in senfisa result, UK transmission rate base increased by approxim®8€g million, an increa
of more than 200% relative to Wlnet transmission assets existing prior to thgeProeceiving approval from the Connecticut Sit@gunci
(CSC).

In a May 2007 Order, FERC approved rate incentfeesthe Project. The Project was allowed to ineludonstruction Work In Progre
(CWIP) expenditures in rate base. For project sasturred before August 8, 2005, the FERC allov#dto include 50% of CWI
expenditures in rate base, and for project costsried after August 8, 2005, the FERC allowed Uintdude 100% of CWIP expenditures
rate base. The FERC also accepted a 50 basis adiddr which will be applied only to costs assedatvith advanced transmiss
technologies.

Certain parties requested rehearing of the FERC R0y order, but in January 2009, the FERC derfieget requests. Also, in January 2!
the DPUC and the Attorney General of Connecticletdfia petition with the U.S. Court of Appeals seekjudicial review of the FERE’
May 2007 and January 2009 orders. Ul is unabpgredict the outcome of these appeals at this time.

Ul and CL&P filed a transmission cost allocatiorplgation relating to the Project with ISO-NE in Ap2008. ISONE will determine whic
costs of the Project, if any, will be included iietNew England regional transmission rate. Ul sékék to recover any ngweol supported cos
of the Project, or Localized Costs, in transmiss@renues from customers throughout the State oh€dicut.

Hydro-Quebec

Ul is a participant in the HydrQuebec transmission tie facility linking New Englaand Quebec, Canada. Ul has a 5.45% patrticipatiag
in this facility, which has a maximum 2,000 megaveafuivalent generation capacity value.

Environmental Regulation

The National Environmental Policy Act (the Act) uées that detailed statements of the environmeaffatt of Ul’s facilities be prepared
connection with the issuance of various federalmitsr and licenses. Federal agencies are requiyethdd Act to make an independ
environmental evaluation of the facilities as partheir actions during proceedings with respedhise permits and licenses. In Connec
the Connecticut Siting Council serves as the deseghauthority to ensure Wlfacilities are in compliance with the Act, excegtotherwis
specified in certain permits, such as those reduisethe Army Corps of Engineers.

Under the federal Toxic Substances Control Act (AxGhe United States Environmental Protection Age(EPA) has issued regulations
control the use and disposal of PolychlorinatedhBipyls (PCBs). PCBs had been widely used as imsglfluids in many electric utilit
transformers and capacitors manufactured beforeATj@Ghibited any further manufacture of such PCRBipment. Fluids with a concentrat
of PCBs higher than 500 parts per million and maker(such as electrical capacitors) that contaichsfluids must be disposed of thro
burning in high temperature incinerators approvedhie EPA. Presently, no equipment having fluidhwevels of PCBs higher than 500 p.
per million are known by Ul to remain in serviceit® system.
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Under the federal Resource Conservation and Regd\atr(RCRA), the generation, transportation, tneamt, storage and disposal of hazar
wastes are subject to regulations adopted by the EFnnecticut has adopted state regulationsghedllel RCRA regulations but are m
stringent in some respects. Ul has complied with riotification and application requirements ofsgrg regulations, and the procedure
which Ul handles, stores, treats and disposeszdrdaus waste products comply with these regulstion

RCRA also regulates underground tanks storing [etno products or hazardous substances, and Coomebtis adopted state regulati
governing underground tanks storing petroleum aetrofeum products that, in some respects, are nstiiegent than the fede
requirements. Ul currently owns eight undergrowstdrage tanks, used primarily for gasoline and foigl which are subject to the
regulations. A testing program has been implentetdaletect leakage from any of these tanks, ahsdtantial costs may be incurred for fui
actions taken to prevent tanks from leaking, toagynany contamination of groundwater, and to mqodinove and/or replace older tank
compliance with federal and state regulations.

In accordance with applicable regulations, Ul hispased of residues from operations at landfilisrecent years it has been determined
such disposal practices, under certain circumst@ncan cause groundwater contamination. Althougthds$ no current knowledge of
existence of any such contamination, Ul or reguatigencies may determine that remedial actiond fmeigaken in relation to past dispc
practices.

In complying with existing environmental statuteslaegulations and further developments in theskader areas of environmental conc
including legislation and studies in the fieldsvediter and air quality, hazardous waste handling @disdosal, toxic substances, electric
magnetic fields, and global climate change, Ul nmeyr substantial capital expenditures for equiptmeadifications and additions, monitor
equipment and recording devices, and it may inaditeonal operating expenses. Litigation exper@isumay also increase as a resu
ongoing scientific investigations, speculation aethate concerning the possibility of harmful heafflects of electric and magnetic fields.
total amount of these expenditures is not now dateable.

If any of the aforementioned events occurs, Ul reagerience substantial costs prior to seeking egguy} recovery. Additional discuss
regarding environmental issues may be found in Patem 8 of this Form 10-K under the captioiifancial Statements and Supplemer
Data” — Notes to Consolidated Financial Statementdlote (J), Commitments and Contingencies — Enwemtal Concerns,which
information is hereby incorporated by reference.

NON-UTILITY ACTIVITIES

UIL Holdings’ nonutility activities primarily consist of United Capl Investments, Inc. (UCI) which holds a passiwénority equity positio
in The Ironwood Mezzanine Fund, an investment fulmrdnwood is a regional Small Business Investn@mmpany (SBIC) fund committed
investing a portion of its capital in women-owneddaminority-owned businesses and businesses located in lowremttrate incon
areas. The carrying value of UCI's investment lreTronwood Mezzanine Fund as of December 31, 209$0.8 million. UCI also has
lease agreement that conveys the right to a tlarg/ o a specific area located in New Haven, Cotiogt. UCI’s investment represents the
present value of future cash flows related to digorof the area. In 1999, UCI paid $1.5 millicor fthe net future lease payments ar
amortizing the amount over the life of the leabkC1's investment in the lease at December 31, 2089 $1.2 million.

FINANCING
Information regarding UIL Holdingtapital requirements and resources and its fingscamd financial commitments may be found in Rg

ltem 7 of this Form 10-K under the caption, “Managat's Discussion and Analysis of Financial Comditiand Results of Operatiors
Liquidity and Capital Resources,” which informatisrhereby incorporated by reference.
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EMPLOYEES

As of December 31, 2009, UIL Holdings and its sdizgies had a total of 1,066 employees, of which w@&re members of Local 4710-Utility
Workers Union of America, AFL-CIO. Ul and Union tal 470-1 are parties to a spear collective bargaining agreement which expome
May 15, 2011.

Iltem 1A. Risk Factors.

The financial condition and results of operatioh&Jti. Holdings are subject to various risks, unaartties and other factors, some of which
described below. Additional risks, uncertaintiesl ather factors not presently known or currengyemied not to be material may also a
UIL Holdings’ financial condition and results of eftions.

Legislation and regulation can significantly affedtl’s structure, operations and financial results.

Ul is an electric transmission and distributioritytiwhose structure and operations are signifiyaatfected by legislation and regulation. &I’
rates and authorized returns on equity are reglilsyehe FERC and the DPUC. Legislation and regafadecisions implementing legislat
establish a framework for W’ operations. Such legislation and regulatorysiess may result in the establishment of revengeirement
that are insufficient for Ul to maintain customamsdces at current levels while still earning itfowed return. Legislation and regulat
decisions could negatively impact Blability to reach earnings targets and to accebs ahd equity financing at reasonable cost. Hartae!
discussion of legislative and regulatory actiomser to Part Il, Item 7, “ManagemestDiscussion and Analysis of Financial Conditior
Results of Operations — Major Influences on FinahCiondition — The United llluminating Company —dislation & Regulation,’df this Forn
10-K.

UIL Holdings’ ability to maintain future cash dividends at thewel currently paid to shareowners is dependent upthe ability of it
subsidiaries, primarily Ul, to pay dividends to Ul

UIL Holdings is dependent on dividends from its sidiaries and from external financings to provide tash in excess of the amount curre
on hand that is necessary for debt service, togolawinistrative costs, and to pay common stock éivits to UIL Holdingsshareholders. /
UIL Holdings’ sources of cash are limited to dividends from itbssdiaries and external borrowings, the abilityntaintain future ca:
dividends at the level currently paid to shareowmeitl be primarily dependent upon sustained egsiinom current operations of Ul.

Volatility in the capital markets could negativelynpact UIL Holdings’ ability to access capital in the debt and equity nkets, thus
impacting its ability to meet its financing requineents and fund its capital program.

All of UIL Holdings’ and Ul's financing and capital requirements that exceedable cash will be provided by external financingthougt
there is no commitment to provide such financirarfrany source of funds, other than the skemta credit facilities currently available to
and UIL Holdings, future external financing needs expected to be satisfied by the issuance otiaddl short-term and lonterm debt an
equity securities. The continued availability bB$e methods of financing will be dependent on mfaeyors, including conditions in t
securities and credit markets and economic conditgenerally, as well as the debt ratings, cumebt levels and future income and cash
of UIL Holdings and Ul. See Part Il, Iltem 8, “Fim@al Statements and Supplementary Data — Not€otwsolidated Financial Statements
Note (B), Capitalization and Note (D), Short Termedit Arrangemen” of this Form 10-K for a discussion of UIL Holdiagfinancing
arrangements.

Increases in interest rates could have an advers@act on the financial condition and results of opgions of UIL Holdings and Ul.

Credit market trends impact the cost of UIL Holdihgnd Ul’s borrowings. Increases in interest rates cowddItén increased cost of capita
the refinancing of fixed rate debt at maturity andhe remarketing of multi-annual taxempt bonds. As a result of the remarketing
exempt bonds in February 2009, described in Paltelih 7A, “Quantitative and Qualitative Disclossii@bout Market Risk” of this Form 1K;
interest rates are higher than the interest ratdb@bonds prior to the remarketing. In additioi, Holdings and Ul have shotérm revolving
credit agreements that permit borrowings at fluihigainterest rates determined by reference td@&itk’'s New York base rate
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and the Federal Funds Rate (as defined in the mgms), and also permit borrowings for fixed pesiagh to six months as specified by |
Holdings and Ul at fixed interest rates (Londonetbank Offered Rate or LIBOR) determined by theofotlar Interbank Market
London. Changes in LIBOR or the prime or Fed€&raids lending markets will have an impact on ggeexpense. For further discussio
UIL Holdings’ cost of capital and interest ratekrisee Part Il, Item 7, “ManagementDiscussion and Analysis of Financial Conditiord
Results of Operations — Liquidity and Capital Reses,” and Item 7A, “Quantitative and Qualitatives@osures About Market Riskgf this
Form 10-K. For further discussion of Ul and UIL IHimgs’ revolving credit facilities, see Part lkein 7, “Managemend’ Discussion ar
Analysis of Financial Condition and Results of Gyiems — Liquidity and Capital Resources,” and Plartem 8, “Financial Statements a
Supplementary Data — Notes to Consolidated FinaSté#ements — Note (D) Short-Term Credit Arrangetsié

UIL Holdings and its subsidiaries may incur substtial capital expenditures and operating expensesdamplying with environment:
regulations, which could have an adverse impactthe results of operations and financial conditiorf /1L Holdings.

In complying with existing environmental statuteslaegulations and further developments in areasnefronmental concern, UIL Holdin
and its subsidiaries may incur substantial cagixglenditures for equipment modifications and add#j monitoring equipment and recorc
devices, and it may incur additional operating eges. Environmental damage claims may also amse the operations of UIL Holdings’
subsidiaries. For further discussion of significenvironmental issues known to UIL Holdings atsthime, see Part II, Item 8Fihancia
Statements and Supplementary Data — Notes to dassd Financial Statements — Note (J), CommitmantsContingencies Environmente
Concerns,” of this Form 10-K.

In addition, governmental policy makers, industgpresentatives and scientists continue to discimsalgclimate change and poten
legislation to reduce greenhouse gases. Due thigfielevel of uncertainty regarding the charaeted timing of any legislation or regulatic
that may be adopted, management is unable to eeatua potential economic impact of any such messat this time. Additional regulati
in this area could result in Ul and GenConn inagradditional capital spending and higher operatixgenses.

The recent economic downturn has reduced and cotudther reduce the demand for electricity and impatihe financial soundness ¢
customers, which could adversely affect our resufsoperation. The economic downturn could alsopair the financial soundness of U¥
vendors and service providers.

The slowing of the Connecticut and national ecommttias reduced, and could in the future furthenaedthe demand for electricity.
Connecticut, the economic slosown has included a sustained decline in the hgusiarket and rising unemployment. Although it rére
below the national average unemployment rate d¥%0 Connecticut's seasonalgdjusted unemployment rate had risen to 8.9% irebe
2009. Furthermore, as a result of the continuesh@aic downturn affecting the economies of theestdtConnecticut, the United States
other parts of the world, Ul's vendors and seryiceviders could experience serious cash flow proBleAs a result U§ vendors and servi
providers may be unable to perform under existimgtracts or may significantly increase their prioeseduce their output or performance
future contracts.

The loss of key personnel or the inability to hiead retain qualified employees could have an adeeeffect on the operations of Ul.

A significant portion of UIs workforce, including many workers with speciatizkills maintaining and servicing the electriaafrastructure
may retire over the next five years. The inabitiyreplace these employees could negatively impda ability to maintain system reliabil
at its current levels. For further discussion refePart Il, Item 7, “ManagemestDiscussion and Analysis of Financial Condition &esult
of Operations — Major Influences on Financial Cdiodi” of this Form 10-K.

The inability of management to maintain good relatis and effectively negotiate future collective paining agreements with tt
bargaining unit could have a material adverse imgam Ul’s financial condition and results of operains.
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Significant portions of the workforce at Ul are eoed by collective bargaining agreements that expir May 2011. The inability
management to maintain good relations and effdgtivegotiate future collective bargaining agreemasith the bargaining unit could hav
material adverse impact on Wlfinancial condition and results of operationsaa®sult of increased expenses related to wagebemefits
poor working performance or organized work stopgage

The inability of GenConn to complete its two pealigeneration projects, the inability to meet thentactual commercial operation date
and the potential for unrecovered costs could adsady impact UIL Holdings’ financial condition andesults of operations.

Borrowingsby Ul under an equity bridge loan (EBL) will be tdn GenConn and be converted into an equity imrest upon the attainment
commercial operation by GenConn for its two pealigegeration facilities. The inability of GenCormdomplete construction of and ati
commercial operation for its two peaking generafemilities, or a significant delay in obtainingromercial operation by the contractual de
or the inability to recover the related operatirggts after commercial operation has been obtaioedld adversely impact UIL Holdings’
financial condition and results of operations.

Grid disturbances, disruption in our networks, seeeveather, security cyber attacks, or acts of warerrorism could negatively impact Ul
Holdings’ operating systems.

A disruption or black-out caused by an event thabdacts the regional grid or Wl'local system, such as, but not limited to a segtorm
transmission facility outage, security breach, cydack, or terrorist action, could negatively supthe operation and sustainability of
systems. Any such disruption or attack could teisua significant decrease in revenues and siganifi additional costs to repair assets, w
could have a material adverse impact on our firenci

condition and results of operations. Severe weatlueh as ice and snow storms, hurricanes and oé#teral disasters, may cause outage:
substantial property damage which may require uiscior additional costs that are generally not iadu

UIL Holdings may be required to make payments und&s indemnification agreements with the buyers fafrmer Xcelecom companie
which could adversely impact UIL Holdings’ financlacondition and results of operations.

UIL Holdings is obligated to indemnify the buyersXcelecoms former companies for breaches of representatisaganties and covena
made in the transaction documents with those bugerd for certain actions by, and obligations b& tompanies. A requirement that |
Holdings pay an indemnity claim could negatively#at UIL Holdings’ cash flow.
Item 1B. Unresolved Staff Comments.
None
Item 2. Properties.

Transmission and Distribution Plant
The transmission lines of Ul consist of approxirhate1 circuit miles of overhead lines and approxiety 28 circuit miles of undergrou
lines, all operated at 345-kV or 1X% and located within or immediately adjacent te tlerritory served by Ul. These transmission liag
part of the New England transmission grid. A magortion of Ul's transmission lines is constructatdrailroad rights-ofway pursuant to tw
Transmission Line Agreements. One of the agreesnexpires in May 2030 and will be automaticallyesxted for up to two success
renewal periods of 15 years each, unless Ul prevideely written notice of its election to rejebetautomatic extension. The other agree
will expire in May 2040.

Ul owns and operates 26 bulk electric supply suimsta with a capacity of 1,827 megavoltampere (MVa)d 21 distribution substations v
a capacity of 107 MVA. Ul has 3,166 pole-line milef overhead distribution lines and 132 conduitkbdistribution miles.
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See Part Il, Iltem 7, “Management’s Discussion anthipsis of Financial Condition and Results of Ofierss - Liquidity and Capite
Resources,” of this Form 10-K concerning the esthaost of additions to Wd’'transmission and distribution facilities, whictiormation i
hereby incorporated by reference.

Administrative and Service Facilities

The corporate headquarters of both UIL Holdings Bhdre located in New Haven, Connecticut. Additily, Ul occupies several faciliti
within its service territory for administrative ang@erational purposes.

Item 3. Legal Proceedings.

The general contractor and two subcontractors resple for civil construction work in connectiontvithe installation of UE portion of th
Middletown/Norwalk Transmission Projestunderground electric cable system have filedwauét seeking payment for change order req;
for approximately $34.5 million plus interest angbts. Ul has evaluated the change order requedttas/suits and, in doing so, has reta
the services of an independent third party to reuiee requests and supporting information. Ulndi®to defend the litigation vigorously.
the extent that any of the change order requestsadid, Ul would seek recovery through its trarssion revenue requirement.

ltem 4. Submission of Matters to a Vote of SecugtHolders.

There were no matters submitted to a vote of sigchdlders, through the solicitation of proxiesatherwise, during the fourth quarter of
fiscal year ended December 31, 2009.

EXECUTIVE OFFICERS

The names and ages of all executive officers of Hdldings, including certain officers of its suhisicy Ul, and the period during which he
she has held the corporate office indicated, afelmsvs:

Name Age* Position (1) Effective Date
James P. Torgerst 57 President and Chief Executive Offic (2)
Anthony J. Vallillo 60 President and Chief Operating Officer January 1, 20(
Richard J. Nichola 54 Executive Vice President and Chief Financial Offi March 1, 200t
Linda L. Randel 59 Senior Vice President, General Counsel and Corp@atretar )
Steven P. Favuz: 56 Vice President and Controll July 23, 2007
Richard J. Ree 59 Vice Presiden- Engineering and Project Excellence (4)

Vice President - Transmission Business Ul October 1,

John J. Pret 52 2007
Anthony Marone Il 46 Vice Presiden- Client & External Relations L (5)

*Age as of December 31, 2009

(1) Messrs. Vallillo, Reed, Prete and Marone hmicporate offices of Ul but have also been desgphats executive officers of UIL Holdir
by the board of directors of UIL Holdings in light the policy-making role each fulfills for UIL Hdings.

(2) As previously disclosed in UIL Holdings’ filingn Form 8K dated January 10, 2006, James P. Torgerson wesrapd President of U
Holdings, effective January 23, 2006. As previgudisclosed in UIL Holdings’ filing on Form B-dated July 3, 2006, Mr. Torgerson \
appointed Chief Executive Officer of UIL Holdingffective July 1, 2006.

(3) As previously disclosed in UIL Holdings’ filingn Form 8K dated March 5, 2007, Linda L. Randell was appinSenior Vice Preside
and General Counsel of UIL Holdings commencing Ma26, 2007. As previously disclosed in UIL Holdsdiling on Form 8K dated Jul
24, 2007, Ms. Randell was appointed Corporate &myreeffective July 23, 2007.

(4) Richard J. Reed was appointed Vice PresideBteetric System of Ul on January 1, 2001. Mr. Reddb title was changed to Vi
President — Engineering and Project Excellencelpéftfective January 1, 2010.

(5) Anthony Marone 1l was appointed Vice Presider€lient Services of Ul on October 1, 2007. Mrargnes job title was changed to Vi
President — Client & External Relations of Ul effee July 1, 2009.
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There is no family relationship between any direcéxecutive officer, or person nominated or cha®ebecome a director or executive off
of UIL Holdings. All of the above executive office and persons chosen to become executive officeve entered into employm
agreements. There is no arrangement or underasgbeitween any executive officer of UIL Holdinggdaamy other person pursuant to wi
such officer was selected as an officer.

A brief account of the business experience dufiregpiast five years of each executive officer of Blidldings is as follows:

James P. Torgerson. Mr. Torgerson served as President and Chief Bikecfficer of the Midwest Independent Transmissi®yster
Operator, Inc., prior to January 23, 2006. Mr.geyson was appointed President of UIL Holdingsamudry 23, 2006, Chief Executive Offi
of Ul on April 24, 2006 and Chief Executive Officef UIL Holdings on July 1, 2006.

Richard J. Nicholas. Mr. Nicholas served as Vice President, Finanag @hief Financial Officer of Ul from November 20@dtil Marct
2005. Mr. Nicholas was appointed Executive Viceditent and Chief Financial Officer of UIL Holdinged Ul on March 1, 2005.

Linda L. Randell. Ms. Randell served as a Partner of Wiggin andalldtP from 1980 to March 26, 2007. Ms. Randell wppointed Seni
Vice President and General Counsel of UIL Holdiagd Ul on March 26, 2007 and was appointed Corpdatretary of UIL Holdings and
on July 23, 2007.

Anthony J. Vallillo. Mr. Vallillo has served as President and Chieéfging Officer of Ul since January 2001.

Richard J. Reed. Mr. Reed served as Vice President — Electric@ysdf Ul from January 2001 until December 2009.. Rieeds job title
was changed to Vice President — Engineering ang&rBxcellence of Ul on January 1, 2010.

Steven P. Favuzza. Mr. Favuzza served as Directoinancial Compliance of Ul from January 2003 to by 2005. Mr. Favuzza sen
as Assistant Vice PresidentGerporate Planning of Ul and of UIL Holdings fromakéh 2005 to July 2007. Mr. Favuzza was appoiited
President and Controller of Ul and of UIL Holdingis July 23, 2007.

John J. Prete. Mr. Prete served as Project Director for the Mittlen/Norwalk Transmission Project from January 2893\pril 2006. Mr
Prete served as Associate Vice Presideifransmission Business of Ul from April 2006 to Gaxto 2007. Mr. Prete was appointed \
President of Ul on October 1, 2007.

Anthony Marone Illl.  Mr. Marone served as Senior DirectoChent Services of Ul from January 2003 to Febru2005. Mr. Marone serv
as Associate Vice President — Client Services offroin February 2005 to October 2007. Mr. Maroneveg as Vice President Elient
Services of Ul from October 2007 to July 2009. Marone’s job title was changed to Vice Preside@ient and External Relations of Ul
July 1, 2009. Mr. Marone is also the Presiden&enConn Energy LLC (GenConn), a 504oint venture of Ul and NRG. See Part Il, It8}
“Financial Statements and Supplementary Data —d\imeConsolidated Financial Statements — Note Ré)ated Party Transactionf this
Form 10-K, which is hereby incorporated by refeenc
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Part Il
Iltem 5. Market for UIL Holdings’ Common Equity, Related Stockholder Matters and Issuer Purchases ofdtity Securities.

UIL Holdings’ common stock is traded on the New York Stock Exgeanvhere the high and low closing sale pricesngu2009 and 20(
were as follows:

2009 Sale Price 2008 Sale Price
High Low High Low

First Quarte! $30.93 $17.15 $35.17 $27.66
Second Quarte $24.20 $20.69 $31.65 $28.37
Third Quartel $27.22 $21.92 $34.78 $27.84
Fourth Quarte $28.63 $25.57 $34.76 $26.80

Quarterly dividends on the common stock have bedd gince 1900. The quarterly cash dividends dedlan 2009 and 2008 were at a rat
$0.432 per share.

UIL Holdings expects to continue its policy of pagiregular cash dividends, although there is norasse as to the amount of future divide
which depends on future earnings, capital requirgsjend financial condition.

Further information regarding payment of divideridsprovided in Part II, Item 7, “ManagementDiscussion and Analysis of Finan
Condition and Results of Operations — Liquidity &wpital Resources,” of this Form 10-K.

As of December 31, 2009, there were 7,899 comnurksthareowners of record.
The line graph appearing below compares the yedwdynge in UIL Holdingstumulative total shareowner return on its commalsivith the

cumulative total return on the S&P Compo$td Stock Index, the S&P Public Utility Index amtS&P Electric Power Companies Index
the period of five fiscal years commencing 2005 anding 2009.

175
E ) e _ : : . "
$00 — .
5
50 T : T ] : } v } ' |
Y, %, %, % %, %,
=& | JIL =x—SEF 500 == 5P Public Utility Index SEP Elect. Pwr. Co. Index
Dec-04 Dec-05 Dec-06 Dec-07 Dec-08 Dec-09
UIL $100 $95 $152 $139 $120 $119
S&P 500 $100 $103 $117 $121 $74 $92
S&P Public Utility Index $100 $113 $132 $153 $105 $97
S&P Elect. Pwr. Co. Inde $100 $114 $135 $161 $115 $114

* Assumes that the value of the investment in UILd#als’ common stock and each index was $100 on Decembh@0B% and that ¢
dividends were reinvested. For purposes of thaplgrthe yearly change in cumulative shareownermas measured by dividing (i) the s
of (A) the cumulative amount of dividends for
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year, assuming dividend reinvestment, and (B) ifferdnce in the fair market value at the end draltieginning of the year, by (ii) the
market value at the beginning of the year. Thengba displayed are not necessarily indicative nfreureturns measured by this or any ¢
method.

Equity Compensation Plan Information

Number of Securities
Number of Securities to Be Weighted Average Exercise Remaining Available for Future

Issued Upon Exercise of Price of Outstanding Options, Issuance Under Equity
Plan Category Outstanding Options, Warrants and Rights Compensation Plans [Excluding
Warrants and Rights (b) Securities Reflected in Column
(a) (@)
(©)
Equity Compensation Plans Approved 807,665(1) $30.32(2) 648,194
Security Holder:
Equity Compensation Plans Not Approv None - -
by Security Holder:
Total 807,665(1) $30.32(2) 648,194

(1) Includes 168,501 shares to be issued upon exestigetstanding options, which include reload rigl#%0,765 performance shares t
issued upon satisfaction of applicable performaswoe service requirements, and 168,399 shares ticted stock subject to applica
service requirement

(2) Weighted average exercise price is applicable tstanding options only

UIL Holdings repurchased 20,316 shares of commartksin open market transactions to satisfy matchiogtributions for
participants’ contributions into UIL Holdings 40}k the form of UIL Holdings stock as follows:

Total Number of Shares  Maximum Number of

Period Total Number of Shares  Average Price Paid Per Purchased as Part of Shares That May Yet Be
Purchased* Share Publicly Announced Plans  Purchased Under the
Plans
October 7,163 $26.14 None None
November 6,262 $27.08 None None
Decembe 6,891 $28.33 None None
Total 20,316 $27.17 None None

* All shares were purchased in open market tranisast The effects of these transactions did nahgh the number of outstanding
shares of UIL Holdings’ common stock.
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2009 2008 2007 2006 2005
Financial Results of Operation ($000's
Sales of electricit
Utility
Retail
Residentic $ 473,810 $ 49544( $ 483,84 $ 356,65: $ 357,35:
Commercia 273,75¢ 302,76! 350,15¢ 316,86¢ 312,23¢
Industria 39,52« 47,91¢ 56,257 86,05¢ 87,55¢
Othel 9,56¢ 9,40 10,18¢ 10,81( 10,397
Total Retai 796,66" 855,52¢ 900,45( 770,38: 767,54!
Wholesale 23t 42,29: 36,63’ 29,35t 35,78:
Other operating revenu 98,78: 50,12 43,917 46,19¢ 9,06¢
Non-utility businesse 86¢ 78C 99t 78¢ 82¢
Total operating revenues $ 896,55( $ 948,72( $ 981,99¢ $ 846,72, $ 813,22!
Operating income from Continuing Operations $ 122,41t $ 114,120 $ 90,16¢ $ 79,15¢ $ 80,13:
Income from Continuing Operations, net of $ 54,45¢ $ 48,38 $ 46,69: $ 58,71¢ $ 33,47¢
Discontinued Operations, net of tax (Note N) (2) (142) (237) (1,996 (123,88() (2,222)
Net Income (Loss $ 54,317 $ 48,14¢ $ 44,697 $ (65,169 $ 31,25¢
Financial Condition ($000's)
Property, Plant and Equipment in serv- net $ 1,028,861 $ 986,77 $ 600,30' $ 547,74. $ 517,25:
Deferred charges and regulatory as 882,66. 779,58 687,67. 722,64« 721,12
Assets of discontinued operatic 3,72¢ 5,43 4,49( 9,93¢ 221,89
Total Assets (1 2,221,761 2,083,18! 1,775,83 1,631,49: 1,799,05!
Current portion of lon-term deb 58,25¢ 55,28¢ 104,28t 78,28¢ 4,28¢
Net lon¢-term debt excluding current portis 673,54¢ 549,03: 479,31° 408,60: 486,88
Net common stock equit 574,17¢ 474,57¢ 464,29: 460,58 544 ,57¢
Common Stock Data
Average number of shares outstanc- basic (000's 28,021 25,11« 24,98¢ 24.,44: 24.,24¢
Number of shares outstanding at --end (000's 29,971 25,17 25,03: 24,85¢ 24,32(
Earnings per shar- basic:
Continuing Operation $ 194 $ 1.9 $ 187 $ 241 % 1.3¢
Discontinued Operations (Note N) (2) - (0.07) (0.08) (5.07) (0.09)
Net Earnings (Loss $ 194 $ 192 % 1.7¢  $ (2.66) $ 1.2¢
Earnings per shar- diluted
Continuing Operation $ 19 $ 19C $ 1.8 $ 231 % 1.37
Discontinued Operations (Note N) (2) - (0.01) (0.0¢) (5.00 (0.09)
Net Earnings (Loss $ 19 $ 18¢ $ 177 $ (269 $ 1.2¢
Book value per shal $ 19.1¢t $ 18.8t $ 18.5¢ $ 18.5: $ 22.3¢
Dividends declared per she $ 1.72¢  $ 1.72¢  $ 1.72¢  $ 1.72¢  $ 1.72¢
Market Price
High $ 309 % 3517 $ 40.4C % 43.1t % 33.6¢
Low $ 17.18  $ 26.80C $ 27.2¢  $ 26.48  $ 27.5i
Yea-end $ 28.0¢ $ 30.0: % 36.9t $ 42.1¢ % 27.5¢
Other Financial and Statistical Data (Utility only)
Sales by class (millions of kwWh'
Residentia 2,18 2,27: 2,34¢ 2,36( 2,45¢
Commercia 2,66¢ 2,72¢ 2,74: 2,67¢ 2,70z
Industrial 592 69C 78t 84C 90z
Other 44 42 43 43 44
Total 5,49: 5,72¢ 5,91 5,91¢ 6,10¢
Number of retail customers by class (aver:
Residentis 292,06 291,90t 291,24 289,91: 289,12:
Commercia 30,38t¢ 30,20( 29,52¢ 29,06" 28,93«
Industrial 1,13¢€ 1,15(C 1,18( 1,27¢ 1,35¢
Other 1,277 1,22( 1,227 1,247 1,26(
Total 324,86t 324,47¢ 323,17! 321,50( 320,67.

(1) Reflects reclassification of accrued asset rahoosts from accumulated depreciation to regwydiabilities for all years presente
(2) Note refers to the Notes to the Consolidatedficial Statements included in Iltem 8. "Financtat&nents and Supplementary Da
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Item 7. Management’s Discussion and Analysis of fri@ancial Condition and Results of Operations.

Certain statements contained herein, regarding ematthat are not historical facts, are forwalaiking statements (as defined in the Pri
Securities Litigation Reform Act of 1995). Thesdude statements regarding manageneeimtentions, plans, beliefs, expectations or fast
for the future. Such forwa-looking statements are based on UIL Holdinggpectations and involve risks and uncertaintiemsequentl
actual results may differ materially from those eegsed or implied in the statements. Such risksuarcertainties include, but are not limi
to, general economic conditions, conditions indlebt and equity markets, legislative and regulatrgnges, changes in demand for electr
and other products and services, unanticipated herattonditions, changes in accounting principlesligies or guidelines, and otr
economic, competitive, governmental, and technodddiactors affecting the operations, markets, prdd and services of UIL Holdings
subsidiaries. The foregoing and other factors discussed and should be reviewed in this AnnuabRem Form 10K and other subseque
periodic filings with the Securities and Exchange@nission. Forwar-looking statements included herein speak only akeoflate hereof al
UIL Holdings undertakes no obligation to reviseupdate such statements to reflect events or cirtames after the date hereof or to ref
the occurrence of unanticipated events or circumss.

OVERVIEW AND STRATEGY

The primary business of UIL Holdings Corporatioril{UHoldings) is ownership of its operating regultetility. The utility business consi:
of the electric transmission and distribution ogfierss of The United Illuminating Company (Ul). H also a 50 joint venturer, togeth
with NRG Energy, Inc. (NRG), in GenConn Energy L{GenConn), a project selected to build new peakieigeration plants chosen by
Connecticut Department of Public Utility ControlDPUC”) to help address the staejrowing need for more power generation during
heaviest load periods. UIL Holdings also has ntlity activities which recently included the opdéions of Xcelecom, Inc. (Xcelecom) u
the substantial completion of the sale of that ihess effective December 31, 2006. UIL Holdingsdadquartered in New Haven, Connect
where its senior management maintains offices amesponsible for overall planning, operating andricial functions.

UIL Holdings’ current overall corporate strategy is to createesihwner value by investing in the utility businésgrow earnings and cash fl
in the following major areas of business focus:

« Transmission — invest in transmission infrastruetapportunities both within and outside of §JBervice territory, pursuing financ
incentives offered by the FERC, as availe

« Generatior- invest in the GenConn peaking generation projaot] pursue other potential opportunities in gemaratonsistent wit
state statute and regulatory polic

« Distribution — invest in the distribution infrastructure in accande with U's ter-year plan to maintain system reliability and n
customer requiremen

« Conservation and Load Management (C&LM) — exectatesauthorized C&LM programs and regional demasghonse initiatives

The United Illluminating Company

Ul, the utility operating unit of UIL Holdings, ian electric transmission and distribution utilithe primary objective of which is to prov
high-quality customer service, including the safdiable, coseffective delivery of electricity to its customeirs the 17 municipalities
Southwest Connecticut in which it operates. Tovg® reliable service, Ul will prudently invest imnd maintain, its transmission
distribution infrastructure. The transmission Inesis explores future transmission opportunitiessyms FERC incentives, acts to influence
ISO planning process as appropriate, and develdgii@anal transmission infrastructure projects. gst of this effort, Ul and The Connecti
Light and Power Company (CL&P) (which provides éliectransmission and distribution service in otlB@mnecticut municipalities) work
together and, in December 2008, completed a mejosinission upgrade, the Middletown/Norwalk Prgjétisouthwest Connecticut. Ul |
Connecticut Siting Council (CSC) approval for coetplreplacement and construction of the Grand Aeewitching station in New Have
Connecticut. GenConn, a 50-50 joirgnture of Ul and NRG is currently constructingptpeaking generation projects approved by the C
to help address Connecticut’'s growing need for nponger generation during the heaviest load periggsnConn’s
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Devon plant is scheduled to be in commercial opardty June 2010, and its Middletown plant is scied to be in commercial operation
June 2011. See “Major Influences on Financial @@m— The United llluminating Company — Generatidor further discussion.

Ul plans to manage operating and maintenance tm$i@ve a reasonable opportunity to achieve itsaisted return on equity, while produc
earnings and cash flow, consistent with maintaimeligble service to customers. Earnings fromsUCompetitive Transition Assessm
(CTA) component are expected to decline over time tb the planned amortization of, and resultinguotion in, Ul's stranded cost re
base. The decline in CTA revenues is expectecttoffset by higher transmission revenues, resuftiogn planned transmission infrastruct
investments, investments in the distribution rated) and the completion of the GenConn peakingrggoe facilities.

United Capital Investments, Inc.

UCl is a limited partner in an investment fund, Trenwood Mezzanine Fund, with equity participataiapproximately 4% and recently h

a passive, minority position in Zero Stage Capithich was a venture capital fund that investednrerging growth companies. The lronw
Mezzanine Fund is a Small Business Investment Cagnfizat focuses on mezzanine financing and invegisrtion of its capital in women-
owned and minorityowned small businesses and businesses located imnd moderate income areas. As a mezzanine ifymayvides growt
and acquisition capital to privately held businessemmitted to sustainable lotgrm growth. UCI received a final distribution féero Stag
Capital during 2008. UCI also has a lease agreeriext conveys the right to a third party to a $fiearea located in New Have
Connecticut. The net carrying value of UCI’s inveents as of December 31, 2009, was $2.0 million.

MAJOR INFLUENCES ON FINANCIAL CONDITION
UIL Holdings Corporation

UIL Holdings’ financial condition and financing capability wileldependent on many factors, including the levehodme and cash flow
UIL Holdings’ subsidiaries, conditions in the securities market®@nomic conditions, interest rates, legislatind segulatory developmen
and its ability to retain key personnel.

The loss of key personnel or the inability to hared retain qualified employees could have an adveifect on the business, financial condi
and results of operations for UIL Holdings and Twited Illuminating Company (Ul). These operatiatepend on the continued efforts
their respective current and future executive effic senior management and management personheHdldings cannot guarantee that .
member of management at the corporate or subsitiaey will continue to serve in any capacity farygparticular period of time. In an eff
to enhance UIL Holdingsability to attract and retain qualified personnelL Holdings continually evaluates the overall canpatiol
packages offered to employees at all levels obtiganization.

The United Illuminating Company

Ul is an electric transmission and distributioritytiwhose structure and operations are signifigaatfected by legislation and regulation. &I’
rates and authorized return on equity are regulbtethe Federal Energy Regulation Commission (FER@) the DPUC. Legislation &
regulatory decisions implementing legislation eks&ba framework for Ul's operations. Other fastaaffecting UIs financial results a
operational matters, such as the ability to marageenses, uncollectibles and capital expenditiregddition to sales volume and m:
weather disturbances. Sales volume is not expaothdve an impact on distribution earnings duthng twoyear decoupling pilot establisk
in the 2008 Rate Case final decision. The extenttiich sales volume will have an impact ondJfinancial results beyond such period
depend upon the nature and extent of decouplindeimgnted by the DPUC. Ul expects to continue to eneéipital investments in
distribution and transmission infrastructure.

Generation

GenConn is a 5690 joint venture of Ul and NRG. In 2008, the DPW€Elected two projects proposed by GenConn to hdbres
Connecticut’'s growing need for more power genenatioring the heaviest load periods.

-21-




WPD-6
Table Of Contents Screening Data Part 2 of 2

Page 5908 of 7002
Two peaking generation projects, each with a nohtdapacity of 200 megawatts (MW), are being corcderd at NRGS existing Connectic
plant locations in Devon and Middletown. GenCanevon plant is scheduled to be in commercial atpar by June 2010, and
Middletown plant is scheduled to be in commerciggmation by June 2011. GenConn recovers its emstsr a contract for differences (C
agreement which is cost of service based. Gen®asnsigned CfDs for both projects with CL&P. Thastcof the contracts will be paid
customers and will be subject to a cekaring agreement whereby approximately 20% ottdst is borne by Ul customers and approximi
80% by CL&P customers.

Given the anticipated commercial operation datelierDevon plant of June 2010, GenConn filed itpiied rate case request with the DF
in December 2009 seeking approval of 2010 reveegeirements.

As a result of changed market conditions and ugbedst information, GenConn project costs haveciased over the proposal it had origin
submitted to the DPUC. The increase was drivemanily by increased financing costs and the codiuitd interconnection facilities at t
Middletown site. The DPUC has ruled that pruderitigurred financing costs, interconnection costd #axes will be recoverable a
therefore, GenConn expects to recover such casts. CfDs will provide for a true-up of revenuerr the ISO New England (ISNE)
markets in which GenConn patrticipates to DPUC apglaevenue requirements.

Contracts for Differences

In accordance with FASB ASC 820 “Fair Value Measugats and DisclosuresASC 820), UIL Holdings applies fair value measuretseic
certain assets and liabilities, a portion of whiah into Level 3 of the fair value hierarchy dedith by ASC 820 as pricing inputs that incl
significant inputs that are generally less obsee/dibom objective sources. As of December 31, 2006 assets and liabilities, other t
pension and other poettirement assets, that are accounted for at fawevon a recurring basis as Level 3 instrumengscantracts fc
differences, which represent 78.4% of the total amaf assets, and 100% of the total amount ofliieds accounted for at fair value ol
recurring basis. The determination of fair valdiehe contracts for differences is based on a fritba based expected cash flow analysis
is discounted at risk-free interest rates and gosadent for norperformance risk using credit default swap ratsrtain manageme
assumptions were made in this valuation procestiding development of pricing that extended over term of the contracts. In additi
UIL performs an assessment of risks related toioioig regulatory, legal and siting approvals, adlwe obtaining financing resources .
ultimately attaining commercial operation. The WP has determined that costs associated with thes&acts for differences are fu
recoverable. As a result, there is no impact oh Holdings’ net income as any unrealized gainsggs3 resulting from quarterly mark-to-
market adjustments are offset by the establishimfergigulatory assets/(liabilities) that have besrognized for the purpose of such recovery.

On February 7, 2010, an explosion occurred at thesteuction site of the nearly completed 688gawatt plant being built by Kleen Ene
Systems, LLC (“Kleen”),one of the four capacity resources selected byDiREIC to create new or incremental capacity ressuasenote
above. As noted above, CL&P has executed CfDs twithof the selected projects, including the Klgeoject. The CfD with Kleen is subiji
to the sharing agreement between Ul and CL&P whetdtpays 20% of the costs and obtains 20% of #eefits of the contract. The ext
of damage and any resulting delay in the attainro&éebmmercial operation is not now determinalieréfore, Ul cannot presently asses:
potential financial impact. Based on informatiorolvn to date, it appears to be reasonably likedy there will be a delay in Kleen's attainn
of commercial operation, which could have a matémg@act in 2010 on the fair value of the relatedulatory asset and derivative liability
existed on the Consolidated Balance Sheet as ofrbleer 31, 2009 which was based on a probaliiityed expected cash flow analysis
was discounted at the December 31, 2009 risk-fnéera@st rate, and an adjustment for penformance risk using credit default s\
rates. This event will not have an impact on Ulhldings’ Consolidated Statement of Income.

Legislation & Regulation

Background

From time to time, state legislation impacts theragion of the electric utility industry in Conniectt. The electric industry in Connecticut \
significantly restructured commencing in 1998. isigion enacted since then (as described belowfiraees to address various ene
issues. There was no significant legislation p&§s€008 or 2009 concerning the utility industry.
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Electric Restructuring As a result of Public Act 98-28, Public Act 03813s amended in part by Public Act 03-221, Puhtit 05-1 (Jun
Special Session), and Public Act 07-242 (colledyiyvthe Restructuring Legislation), Ul's distriart and transmission rates are “unbundled”
on customersbills, which also include separate charges forGbenpetitive Transition Assessment (CTA), GeneraB8emnvices Charge (GS!
a combined public benefits charghat includes the C&LM charge, Renewable Energyestment (REI) charge, and Systems Benefits Cl
(SBC), and Federally Mandated Congestion ChargekC(Es), each as defined in the Restructuring Letiisia

Transitional Standard Offer Incentivhe 2003 legislation provided for the DPUC taabfish an incentive plan for the procurement ofglon
term contracts for transitional standard offer gernthat compares W'actual average contract price to a regional geepaice for electricit
making adjustments as deemed appropriate by theR{UI's price was lower than the average, the legislgtimvided for the plan
allocate $0.00025/kilowattour of transitional standard offer service to digribution company. The DPUC issued a final gieci in Janual
2009 that found Ul was not eligible for a procuremiacentive for 2004. Ul appealed the DPY@@hal decision to the state superior court.
decision filed February 5, 2010, the superior calgtermined that the DPUC did not apply the pragtandard in determining whether
qualified for the incentive and that the DPUC matiger errors, and remanded the case to the DPUfifitver proceeding in accordance v
the court's decision.

Energy Independence Actn July 2005, the Energy Independence Act (ElAgdme law in Connecticut. The EIA in large padvides fo
incentives to promote the development of projectd sesources that are intended to reduce FMCCspemddes that electric distributi
companies will recover their costs and investmeggsilting from the law through a number of mechasisincluding the FMCC on customers’
bills.

2007 Energy Act In July 2007, the 2007 Energy Act became lawami@cticut. The 2007 Energy Act contains numepyosisions primaril
regarding the electric industry. The 2007 Energyt Pesulted in the DPUG’ selection of certain peaking generation projéitsiuding
GenConn's proposal to build capacity at NR@Xisting plants in Middletown and Devon). Purgua the 2007 Energy Act, Ul continues
work with CL&P and the Connecticut Energy Advis@gpard (CEAB) in the development of an energy assess$ and resource plan tha
submitted by the CEAB to the DPUC.

2005 Transportation Actin July 2005, the 2005 Transportation Act, becdsmein Connecticut. Section 28 of this legislatiprovides that tt
state shall bear no part of the cost to readjekicate or remove an electric transmission linedolwithin a public highway right-ofvay wher:
such action is required by a state highway projeat,also provides that the state shall consideh swsts in selecting a final project desig
order to minimize the overall cost incurred by #iate and the electric distribution company. A®sult, the electric distribution compasy’
costs of readjustment, relocation or removal wélliticluded in tariffs, for collection from custorser

Transmission Adjustment Claus&he DPUC has approved a transmission adjustnmense (TAC) for Ul, implementing the provisions
Section 30 of the 2005 Transportation Act, to dihla “transmission trackerhechanism by which the DPUC adjusts an electritridigion
company’s retail transmission rate periodically “ttack” and recover the transmission costs, rates, tasiffd charges approved by
FERC. Ul makes a semannual filing with the DPUC, setting forth its aatutransmission revenues, projected transmissiventg
requirement, and the required TAC charge or credithat any under- or ovepllections of transmission revenues from priorigus ar
reconciled along with the expected revenue requérémfor the next six months from filing. The DPW@Ids an administrative proceeding
approve the TAC charge or credit and holds a hgadrdetermine the accuracy of customer billingdasrthe TAC. The TAC tariff and tt
semi-annual change of the TAC charge or creditgaféis the lag between changes in Ul's FER@roved transmission revenue requirerr
and its retail transmission rate and facilitatesttmely matching of transmission revenues andstrassion revenue requirements.

Energy Policy Act In August 2005, the Energy Policy Act of 2005 €Egy Policy Act) became federal law. Title Xl thie Energy Policy Ai
included provisions that impact UIL Holdings, suab the repeal of the Public Utility Holding CompaAgt (PUHCA) of 1935 and tt
enactment of PUHCA 2005, and numerous provisioas tiay affect Ul, some of which include (1) redacitepreciable lives for new
constructed electric transmission lines, (2) eshblg an electric reliability organization respiimes for reliability standards, subject to FE
jurisdiction, approval and enforcement, (3) authiog limited FERC backstop siting authority forargtate transmission projects in feder.
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designated transmission corridors, (4) requiririgFERC to issue a rule that provides transmissitaincentives to promote capital investn
and provides for recovery of all prudent costs ahplying with mandatory reliability standards arabts related to transmission infrastruc
development, (5) prohibiting energy market manipataand vesting the FERC with enhanced authooitynpose penalties for violations of
FPA, and (6) revising the regulation of Cogeneratand Qualifying Facilities under the Public UtiliRegulatory Policies Act of 19
(PURPA).

Rates

In rulings throughout 2009, the DPUC issued italfidecision regarding Ul's application requestimgirecrease in distribution rates (th200¢
Decisions”), the results of which included a $6.8 million incseain revenue requirements for 2009, compared @8.28ecause a larg
previously approved increase in revenue requiresniamt2009 had gone into effect January 1, 2009¢etiirned approximately $0.97 million
ratepayers through a one-time adjustment in ARUR

The 2009 Decisions provided for an allowed distiifiu return on equity of 8.75%, a decrease from gheviously approved 9.75%, an
capital structure of 50% equity and 50% debt, cambao the previously approved 48% equity and 52%t.d The 2009 Decisions contini
the prior earnings sharing mechanism structurelyagpto the new 8.75% allowed return, whereby 56#any earnings over the allow
twelve month level is returned to customers and $%tained by Ul. Given the effective date of #009 Decisions, U8’ weighted avera
allowed distribution return on equity for 2009 wa84%. Additionally, the 2009 Decisions provided full revenue decoupling of distributi
revenues from sales, recovery of updated pensidnpastretirement expense for 2010, a partial retiation for the cost of debt and
additional increase in distribution revenue requieats of $19.4 million for 2010.

The 2009 Decisions also provided for the establatinof a regulatory asset to address the portiothefactual increase in pension
postretirement expense f@009 and 2010 that was not included in rates. Zaf9, a $10.2 million regulatory asset was approanc
established, for which full recovery in 2010 ratess subsequently approved by the DPUC; accordiiitghyi]l be removed from rates effecti
February 4, 2011. The DPUC also approved the 2230 recovery of $11.4 million for estimated 20&dg0on and postretirement expense
previously included in rates.

In December 2009, Ul received a letter ruling apprg rates effective January 1, 2010 incorporatimg above mentioned distribution t
changes along with previously approved changesh&o GSC, NorBypassable Federally Mandated Congestion Chargé&d=MCC),
transmission and system benefits charge resultingoi change in the total rate for a residentialeR&t customer with standard sen
generation. Additionally, last resort service G&a€s for the January 1, 2010 through March 3102de period were approved.

Transmission Return on Equity

DPUC decisions do not affect the revenue requirésndatermination for transmission, including thelagable return on equity, which ¢
within the jurisdiction of the FERC. For 2009, Blbverall allowed weightedverage ROE for its transmission business was %2.52ee Pa
I, tem 8, “Financial Statements and Supplemenfaaya — Notes to Consolidated Financial Statemeritote (C), Regulatory Proceedings
Regional Transmission Organization for New Englanfithis Form 10-K for further information.

Other Regulation

Ul generally has several regulatory proceedingsiapel pending at the DPUC at any given time. Exampf such proceedings include
annual DPUC review and reconciliation of §ICTA and SBC revenues and expenses, dockets sideorspecific restructuring or electric
market issues, consideration of specific rate gtamer issues, and review of conservation programs.

Ul files semi-annual trueps with the DPUC regarding Bypassable Federallydidted Congestion Charges (BFMCC) and NBFMCC. 4
customer charges relate to “congestion costsSociated with not having adequate transmissifrasinucture to move energy from
generating sources to the consumer and costs at=bevith maintaining the reliability of electriersice. These costs change from time to
and the semi-annual true-ups provide a mechanistiéoelectric distribution companies to adjustcharges to customers accordingly.
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During 2007, Ul submitted a filing to the FERC regting inclusion of 100% of Construction Work imgress (CWIP) in transmission r
base and a 50 basis point ROE adder for use ofaddatransmission technologies in the Middletowmiddgdk transmission project. In M
2007, the FERC ruled that for project costs inalirméter August 8, 2005, Ul could include 100% of BVexpenditures in rate base. Cel
parties requested rehearing of the FER®ay 2007 order, but in January 2009, the FERGedethose requests. Also in January 200¢
DPUC and the Attorney General of Connecticut filegetition with the United States Court of Appefalsthe District of Columbia Circt
seeking judicial review of the FERE€May 2007 and January 2009 orders. The Compaugable to predict the outcome of these appe
this time.

In its January 2009 decision, the DPUC determited I did not earn the Transitional Standard Offeé8QO) procurement incentive for 2(
of approximately $0.8 million, after tax. The daténation was a result of a change in the DP&@ethodology from its initial determinat
in 2005 that Ul had earned the incentive. The DR&#0ed a final decision in January 2009 that fouhdvas not eligible for a procurem:
incentive for 2004. Ul appealed the DPWQGinal decision to the state superior court. Bgidion filed February 5, 2010, the superior ¢
determined that the DPUC did not apply the propemdard in determining whether Ul qualified for theentive and that the DPUC made o
errors, and remanded the case to the DPUC forduptoceeding in accordance with the court's detisi

Operations

In implementing the Restructuring Legislation, Witablished a Distribution Division and other “unbied” components for accounti
purposes, to reflect the various unbundled compisnen customer bills. Initially, the Distributidbivision included both transmission ¢
distribution. For regulatory and accounting pugmsUl has now separated transmission and diswoibinto separate divisions. Change
income and expense items related to transmissidrdetribution have a direct impact on net incomd aarnings per share, while change
items in “other unbundled utility componentdd not have such an impact. The other componeattha CTA, the SBC, the GSC, the C&
charge, and REI charge. The CTA earns an autltbBz&% return on the equity portion of rate baReturns are achieved either by accr
additional amortization expenses, or by deferringhsexpenses, as required to achieve the authaezech. Amortization expense within C
impacts earnings indirectly through changes to réite base. The SBC, GSC, C&LM and REI are esdntimssthrough componen
(revenues are matched to recover costs). Excepghéprocurement fee in the GSC previously disedse the “Legislative & Regulation
Background”section and the incentives earned with GSC and C&dvwell as any SBC carrying charges applied terdad charges

discussed in the “Rateskction, expenses are either accrued or deferddthat there is no net income associated withettiesr unbundle
components.

The primary operational factors affecting &/financial results are the ability to control expes and capital expenditures. Retail electries
volume can be significantly affected by econominditons, customer conservation efforts, and weaatisales volume is not expected to t
an impact on distribution earnings during the tyea+ decoupling pilot established in the 2008 Rzdse final decision. The extent to wt
sales volume will have an impact on 8lfinancial results beyond such period will depembn the nature and extent of decouf
implemented by the DPUC. The level of economiordhocan be impacted by job growth or workforce m@@hns, plant relocations into or «
of Ul service territory, and expansions or confiawt of facilities within Uls service territory, all of which can affect demafut
electricity. The weather can also have an impacexpenses, dependent on the level of work requised result of storms or other extr
conditions. Uls major expense components are (1) purchased pd®ramortization of stranded costs, (3) wages herdefits, (4
depreciation, and (5) regional network service (RM&1smission costs.

In 2008, Ul completed the purchase of a parcehnoflIthat is centrally located within its serviceitery. This land, on 34 acres in the Tow!
Orange, adjacent to 1-95, will serve as the hom&Io$ consolidated operations center. In close prayinai this property, Ul entered intc
long-term lease of a parcel of land that will seagethe future home of the Compangorporate offices. The two parcels will helptdrealize
its plan to consolidate operations and office pengb in close proximity to each other. Ul expetiie result to be increased operati
efficiencies and improved customer service.
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Power Supply Arrangements

UlI's retail electricity customers are able to chodwesr telectricity supplier. Since January 1, 2007,has been required to offer stanc
service to those of its customers who do not ch@osetail electric supplier and have a maximum deiaf less than 500 kilowatts.
addition, Ul is required to offer supplier of lastsort service to customers who are not eligibtestandard service and who do not choo:
purchase electric generation service from a retadtric supplier licensed in Connecticut.

Ul must procure its standard service power purst@iat procurement plan approved by the DPUC. Teyrement plan must provide fc
portfolio of service agreements procured in an laypging pattern over fixed time periods (a “laddgtfiapproach). In June 2006, the DF
approved a procurement plan for Ul. As requirecCloyinecticut statute, a third party consultantineté by the DPUC works closely with Ul
the procurement process and to provide a jointmacendation to the DPUC as to selected bids.

Ul has wholesale power supply agreements in placéhe supply of all of UE standard service customers for all of 2010, 8626011 an
20% for 2012. Supplier of last resort serviceriscpred on a quarterly basis. Ul determined ttsatdntracts for standard service and sug
of last resort service are derivatives under ActiognStandards Codification (ASC) 815 “Derivativassd Hedging” and elected thedrma
purchase, normal sale” exception under ASC 815 iMagves and Hedging”As such, Ul regularly assesses the accountingntiesat for it
power supply contracts. These wholesale power Igupgreements contain default provisions that idelwequired performance assura
including certain collateral obligations, in theeav that Uls credit rating on senior debt was to fall beloweistment grade. In October 2C
Moody’s Investor Services (Moody) released its updated credit opinion for Ul anaintained its Baa2 rating with a stable outlodk
December 2009, Standard & Poors’ Investor Servi&&P) reinitiated coverage on Ul and rated it BBBhwa stable outlook. U$ credi
rating would have to decline two ratings to falldve investment grade at either rating servicethi§ were to occur, monthly amounts due
payable to the power suppliers would be acceleratestmimonthly payments and Ul would have to deliver dellal security in an amot
equal to the receivables due to the sellers fothhity day period immediately preceding the defandgtice. If such a situation was in effec
of December 31, 2009, Ul would have had to post@pmately $26 million in collateral.

As a result of an April 2008 DPUC decision, Ul ermitted to seek lonterm contracts for up to 20% of standard servigeirements, the gc
of which is to obtain long-term energy supply cants and Connecticut Class | Renewable Energy ficatds for Uls standard servi
customers that will result in economic benefit &depayers, both in terms of risk and cost mitigatitl is exploring longerm contrac
alternatives.

Competitive Transition Assessment

Ul's CTA collection recovers costs that have beenoredsly incurred, or will be incurred, to meet itsbfic service obligations and that v
likely not otherwise be recoverable in a competitmarket. These “stranded costs” include aboveé@tdongterm purchased power contr
obligations, regulatory asset recovery and abovek@tdnvestments in power plants. A significantcamt of Ul's earnings is generated by
authorized return on the equity portion of unanzedi stranded costs in the CTA rate base. Ul'g-édbe earnings attributable to CTA for -
years ended December 31, 2009, 2008 and 2007 wetendllion, $9.1 million and $10.5 million, resgaely. A significant portion of L's
cash flow from operations is also generated frons¢hearnings and from the recovery of the CTA bbatee and other stranded costs. Cash
from operations related to CTA amounted to $40iarill $38 million and $35 million for the years edd@ecember 31, 2009, 2008 and 2!
respectively. The CTA rate base has declined fyear to year for a number of reasons, includingroization of stranded costs, the sal
UI' s nuclear units, and adjustments made throughrthaed DPUC review process. The original rate lmsgaponent of stranded costs, a
January 1, 2000, was $433 million. It has sincelided to $145.2 million at year-end 2009. In foeure, Ul's CTA earnings will decrea
while, based on U§ current projections, cash flow will remain faidgnstant until stranded costs are fully amortiz€dtal CTA cost recove
is currently projected to be completed in 2015hvgitranded cost amortizations expected to end 113.20he date by which stranded cost:s
fully amortized depends primarily upon the DPUGI&Ufe decisions, which could affect future ratestodinded cost amortization.
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Capital Projects

In order to maintain and improve its electricitidery system and to provide quality customer sayiUl is required to spend a signific
amount each year on capital projects in the Digtidim and Transmission Divisions. A large portafrthe funds required for capital project
provided by operating activities, and the remaindast be financed externally.

In December 2008, the 34&lovolt (kV) transmission line from Middletown, @aecticut, to Norwalk, Connecticut (the Projectsveamplete
and the transmission assets were placed in serdisa result, UL transmission rate base increased by approxim®&8€@ million, an increa
of more than 200% relative to Winet transmission assets existing prior to théeBroeceiving approval from the Connecticut Sitldgunci
(CSC).

In a May 2007 Order, the FERC approved rate ingestfor the Project. The Project was allowed tdude Construction Work In Progre
(CWIP) expenditures in rate base. For project sasturred before August8, 2005, the FERC allow#dto include 50% of CWI
expenditures in rate base, and for project costsrind after August 8, 2005, the FERC allowed Uintdude 100% of CWIP expenditures
rate base. The FERC also accepted a 50 basis adadr which will be applied only to costs ass@datvith advanced transmiss
technologies.

Certain parties requested rehearing of the FERC R0y order, but in January 2009, the FERC derfieget requests. Also, in January 2!
the DPUC and the Attorney General of Connecticletdfia petition with the U.S. Court of Appeals seekjudicial review of the FERE’
May 2007 and January 2009 orders. Ul is unabjeedict the outcome of these appeals at this time.

Ul and CL&P filed a transmission cost allocatiorplgation relating to the Project with ISO-NE in Ap2008. ISONE will determine whic
costs of the Project, if any, will be included retNew England regional transmission rate. Ul sgkk to recover any ngreol supported cos
of the Project, or Localized Costs, in transmiss@renues from customers throughout the State oh€dicut.

Regional Transmission Organization for New England
Transmission Return on Equity (ROE)

In March 2008, the FERC issued an order on rehgdRehearing Order) establishing allowable ROEdrimmsmission projects of transmiss
owners in New England, including Ul. In the ReliregrOrder, the FERC established the biese! ROE of 11.14% beginning in Novem
2006. The Rehearing Order also confirmed a 506hasint ROE adder on Pool Transmission FacilitRER) for participation in the RTQIE
and a 100 basis point ROE incentive for projecttuited in the ISONE Regional System Plan that were completed arltheras of Decemb
31, 2008. The Middletown/Norwalk Transmission Bobjreceived this 100 basis point ROE adder.r grojects placed in service af
December 31, 2008, incentives may be requestedtiierfERC, through a specific showing justifying thcentive, on a project specific basis.

In May 2008, several public entities, including BEUC, filed a petition with the United States Qonfr Appeals for the District of Columt
Circuit (U.S. Court of Appeals) challenging the Rating Order. On January 29, 2010, the U.S. Gafultppeals issued a decision upholc
the FERC order.

Ul's overall transmission ROE is determined by thix of Ul's transmission rate base between new and exigémgrhission assets, ¢
whether such assets are PTF or non-PTF. Ul'simeséon assets are primarily PTF. For 2009, UlraNallowed weightedrverage ROE fi
its transmission business was 12.52%.

Risk Management and Insurance

Ul's primary risk management and insurance expasimrelude bodily injury, property damage, fiduciagsponsibility, and injured workers’
compensation. Ul is insured for general liabildyitomobile liability, property loss, fiduciary kidity and workers’ compensation liability. I’
general liability and automobile liability prograrpsovide insurance coverage for third party lidpitlaims for bodily injury (including pair
and suffering”) and property damage, subject
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to a deductible. Losses are accrued based upanéddtimates of the liability for claims incurreddaan estimate of claims incurred but
reported. Ul reviews the general liability resenggiarterly to ensure the adequacy of those resefMee reserve is based on historical cle
business events, industry averages and actuanidibst Insurance liabilities are difficult to assend estimate due to unknown factors su
claims incurred but not reported and awards grehger expected; therefore, reserve adjustmentsbmegme necessary as cases unfolc
insures its property subject to deductibles dependin the type of property. Ul's fiduciary lialyli program and workerscompensatic
program provide insurance coverage, also subjedtduictibles.

Xcelecom, Inc.

UIL Holdings’ exposure regarding Xcelecom is now primarily redaie the collection of promissory note, notes frand the indemnificatic
obligations to, the buyers of the former Xcelecampanies.

LIQUIDITY AND CAPITAL RESOURCES
UIL Holdings generates its capital resources prilyjathrough operations. At December 31, 2009, WHoldings had $15.3 million

unrestricted cash and temporary cash investménitis represents an increase of $7.5 million froe ¢brresponding balance at Decembe
2008. The components of this increase, which atailed in the Consolidated Statement of Cash Flawesssummarized as follows:

(In Millions)

Unrestricted cash and temporary cash investmemtsgiber 31, 200 $ 7.7
Net cash provided by operating activit 172.1

Net cash provided by (used in) investing activit
Related party note receivat (72.2)
Cash invested in pla- including AFUDC deb (123.¢)
Restricted cash (: 7.3
Investment in CT Yanke 1.C
Other 0.1
(187.9

Net cash provided by (used in) financing activit
Issuances of common sto 92.2
Issuances/payments of Ic-term debt, ne 127.k
Payments on sh«-term notes payable, n (148.0
Dividend payment 47.7)
Other financing activities (1.2
22.¢
Net change in cas 7.t
Unrestricted cash and temporary cash investmemtsgmber 31, 2009 $ 5.

(1) As of December 31, 2009, UIL Holdings had $8ilfion in restricted cash which primarily relatés certain retention amounts concern
the Middletown/Norwalk Transmission Project whicvé been withheld by Ul and will remain in placdiluthe verification of fulfillment ¢
contractor obligations.

The unrestricted cash position of UIL Holdings eased by $7.5 million from December 31, 2008 todbawer 31, 2009, as cash provide:
operating and financing activities exceeded casld irs investing activities. Cash used in investitjvities during 2009 consisted primarily
capital expenditures of $123.6 million for distrilin and transmission infrastructure as well asdditional $72.2 million in funds loaned
GenConn. Cash provided by financing activitiesryi2009 included $92.2 million from issuances ofnenon stock and $127.5 million fre
net issuances of long-term debt, partially offsgtriet payments on shaerm notes payable of $148.0 million and the qubrtdividenc
payments on UIL Holdings’ common stock totaling $illion.
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UIL Holdings accesses capital through both longatand short-term financing arrangements. Totalecurand longerm debt outstanding
of December 31, 2009 was $731.8 million, as conpawe$604.3 million at yeaend December 31, 2008. In December 2009, Ul ts$5¢
million of debt to repay maturing debt.

UIL Holdings and Ul have a revolving credit agreemneith a group of banks that extends to DecemBe2@11. The borrowing limit unc
the facility for Ul is $175 million, with $50 miltin of the limit available for UIL Holdings. Thed#ity permits borrowings at fluctuatil
interest rates determined by reference to CitibmiNeéw York base rate and the Federal Funds Ratefased in the facility), and also pern
borrowings for fixed periods up to six months aedified by Ul and UIL Holdings at fixed interestea (London Interbank Offered Rate
LIBOR determined by the Eurodollar Interbank MarketLondon. The facility also permits the issuarafeletters of credit up to $!
million. As of December 31, 2009, Ul had no outsliag borrowings under the facility and UIL Holdsdpad a standby letter of cre
outstanding in the amount of $1 million. The UHoldings standby letter of credit reduces the amatircredit available for Ul. Availab
credit, under this facility, at December 31, 200081 was $174 million, of which $49 million is aileble for UIL Holdings.

In November 2008, Ul entered into a revolving credireement with Union Bank, N.A., formerly Unioraik of California, N.A., with
borrowing limit of $25 million. Ul terminated thatedit agreement on April 27, 2009.

During late 2008, conditions in the capital markegsulted in reductions in asset values of fundedsipn and postretirement plans
particular, the projected benefit obligation foretiqualified pension plan now exceeds the fair mavkdue of the plan assets by $
million. Although asset values recovered somewh&009, these reductions, if not offset by additibgains in future years, will result
higher pension and postretirement expenses induytears along with additional cash contributioAsset values as of December 31, 200¢
December 31, 2008 were approximately $231.3 miléomd $211.7 million, respectively. While there was minimum required pensi
contribution for the 2009 plan year, Ul expectsrtake a contribution of approximately $9 million2610, subject to current proposals tha
pending before the United States Congress.

All capital requirements that exceed available caghbe funded through external financings. Altigh there is no commitment to prov
such financing from any source of funds, other tthenshorterm credit facility discussed above, future exééfinancing needs are expecte
be satisfied by the issuance of additional sharttand longterm debt and equity. In addition to debt finaggim May 2009, UIL Holding
accessed the external equity markets to raiseatapit public offering of 4,600,000 shares of commstock at $21.00 per share resulted ir
proceeds of $91.4 million, after expenses and wmdiimg discounts. The continued availability diese methods of financing will

dependent on many factors, including conditionshig securities markets, economic conditions, and Hbldings’ future income and ca
flow. See Partll, Iltem 8, “Financial Statementsd aSupplementary Data - Notes to Consolidated FEiahnStatements -Note (B)
Capitalization and Note (D), Short-Term Credit Argaments” of this Form 10-K for a discussion of UWHbldings’ financing arrangements.

GenConn has approval from the DPUC to build 200 h\viominal capacity at NRG’s existing plant in Day&T (the “Devon Project™anc
200 MW of nominal capacity at NRG's existing plamtMiddletown, CT (the “Middletown Project”)GenConn expects to finance 50% o
capital requirements with the proceeds of the tdjgancing it obtained on April 27, 2009. Ul alR&G will each make an equity investm
in GenConn on a 50%/50% basis to meet the remab0f of GenConrs capital requirements. Such equity investmerdeapected to occ
within the first six months of 2010 in the amoufhapproximately $53 million for the Devon Projectdawithin the first six months of 2011
the amount of approximately $60 million for the Midtown Project. Ul expects to use the proceedb®EBL it obtained on April 27, 20
for its portion of those requirements and to replde EBL with cash on hand and with funds raisethé capital markets. See Part Il, Itel
“Financial Statements and Supplementary Data - \NtmteConsolidated Financial Statements — Note @Bpitalization” of this Form 16 for
further discussion of the EBL.

UlI's wholesale power supply agreements contain defeaitisions that include required performance asste, including certain collate
obligations in the event that Ul's credit rating senior debt was to fall below investment gradeOttober 2009, Moodg'released its updal
credit opinion for Ul and maintained its Baa2 rgtimith a stable outlook. In December 2009, S&Ritiated coverage on Ul and rated it B
with a stable outlook. U$ credit rating would have to decline two ratingdall below investment grade at either rating smv If this were t
occur, monthly
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amounts due and payable to the power suppliersdimeibccelerated to semienthly payments and Ul would have to deliver dellal securit
in an amount equal to the receivables due to thersdor the thirty day period immediately preagglithe default notice. If such a situation
in effect as of December 31, 2009, Ul would have ttapost approximately $26 million in collateral.

Financial Covenants

UIL Holdings and Ul are required to comply with n covenants in connection with their respectnen agreements. The covenants
normal and customary in bank and loan agreemdrts. summary below describes only the financial cams in the agreements.

Long-Term Debt

UIL Holdings

Under the Note Purchase Agreement in connectioh thi¢ (1) 7.23% Senior Notes, Series A, due Febpriay 2011, in the original princig
amount of $30 million, and (2) 7.38% Senior Not8eyies B, due February 15, 2011, in the principabant of $45 million, issued by U
Holdings, UIL Holdings is required to (i) maintainratio of consolidated debt to consolidated capitanot greater than 65% (debt ratio);
maintain a ratio of consolidated earnings availdblanterest charges to consolidated interestggsafor any period of four consecutive fit
quarters of at least 2.00 to 1.00 (interest covenadio); and (iii) maintain consolidated net woxh at least $345 million plus 25%
consolidated net income on a cumulative basisdohdiscal quarter after December 31, 2000 for Wigiensolidated net income is positive.
of December 31, 2009, UIL Holdingsgebt ratio was 56%; its interest coverage ratio @46 to 1.00; and it had consolidated net wort
exceeded the amount required by the covenant bg.$Imillion. The Note Purchase Agreement descrippal events of default, includi
the situation in which UIL Holdings, Ul, or the dat parent of the noatility subsidiaries defaults on indebtedness i éiggregate princig
amount of at least $10 million due to (i) a defanlpayment or payments due on the indebtednes§i) atefault in the performance of
compliance with any term or condition of the indmhbitess, which could result in the requirement slhiah indebtedness be repaid, or (iii)
occurrence of any event or condition that couldinegthe purchase or repayment of the indebtedorémisto maturity.

There are no repayment triggers based on chandgl. irloldings’ Issuer Rating, assigned by Moaoslyor corporate credit rating, assignes
S&P, in connection with the agreement described/@bo

ul

Under (1) the Note Purchase Agreement in connedtith the (a) 6.06% Senior Notes, Series A, duet&aper 5, 2017, in the princij
amount of $40 million, (b) 6.06% Senior Notes, 8grB, due December 6, 2017, in the principal amafir§30 million, (c) 6.26% Seni
Notes, Series C, due September 5, 2022, in theipahamount of $44 million, (d) 6.26% Senior Ngt8gries D, due December 6, 2022, ir
principal amount of $33 million, (e) 6.51% Seniootls, Series E, due September 5, 2037, in theipaihamount of $16 million, and (f) 6.51
Senior Notes, Series F, due December 6, 2037 giptimcipal amount of $12 million, (2) the Note Bhmse Agreement in connection with
(a) 6.46% Senior Notes, Series A, due November0382in the principal amount of $50 million, (b)56% Senior Notes, Series B, |
December 1, 2018, in the principal amount of $5ioni, and (c) 6.61% Senior Notes, Series C, duedb®er 1, 2020, in the principal amc
of $50 million, (3) the Note Purchase Agreementamnection with the 5.61% Senior Notes, due Mar@h2D25, in the principal amount
$50 million, and (4) the Equity Bridge Loan, Ulrsquired to maintain a ratio of consolidated debtansolidated capital of not greater t
65% (debt ratio). As of December 31, 2009,dUdlebt ratio was 53%. The Note Purchase Agreensmmishe Equity Bridge Loan desct
typical events of default, including the situationwhich Ul defaults on indebtedness in the aggesgaincipal amount of at least $10 mill
due to (i) a default in payment or payments duett@nindebtedness, or (ii) default in the perforngné or compliance with any term
condition of the indebtedness, which could resulthe requirement that such indebtedness be repaiij) the occurrence of any event
condition that could require the purchase or regayrof the indebtedness prior to maturity.

There are no dividend restrictions or repaymegggis based on changes in Ul's Issuer Rating, magdigy Moodys, or corporate credit ratir
assigned by S&P, in connection with the above agesgs.
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Short-term Debt
UIL Holdings / Ul

UIL Holdings and Ul are parties to a revolving dteggreement with a group of banks that extend®eégember 22, 2011 (theCtedi
Agreement”). The borrowing limit under the Credit Agreement fdt is $175 million with $50 million of the limit ailable for UIL
Holdings. Under the Credit Agreement, UIL Holdirgsd Ul are each required to maintain a ratio afsotidated debt to consolidated caj
of not greater than 65% (debt ratio). As of Decengi, 2009, UIL Holdings’ debt ratio was 56% anitsldebt ratio was 53%.

The Credit Agreement describes typical events éudg including the situation in which UIL Holdisgr Ul fails to pay when due any inte
or principal due on indebtedness in the principabant of at least $10 million or any interest oemium thereon in the aggregate amount
least $10 million; or any other default or otheeetwshall occur related to such indebtedness iétfext of such default or event is to accele
or to permit the acceleration of, the maturity ofls indebtedness, or any such indebtedness shd#diared due and payable, or required
prepaid, prior to the stated maturity. Notwithslimyg anything to the contrary in the foregoing,edadilt by UIL Holdings generally does |
create a crosdefault in respect of outstanding indebtedness lofedcept in the case of a default arising from lea@ye of Control of Ul
Holdings, as defined in the Credit Agreement).

There are no dividend restrictions or repaymemgtis based on changes in UIL Holdings’ Issuerrigatir Ul's Issuer Rating or Sen
Unsecured debt rating, assigned by Moody’s, in eatian with the Credit Agreement.

2010 Capital Resource Projections

For financial planning purposes, the amount of Hidldings’ quarterly per share cash dividend in 2010 is ctlyrgmwojected to be equal to 1
cash dividend of $0.432 per share paid in eachtguaf 2009. UIL Holdings will continue to be deykent on dividends from its subsidia
and from external borrowings to provide the cashextess of the amount currently on hand that iesssry for debt service, to |
administrative costs, and to pay common stock éivils to UIL Holdings’ shareowners. As UIL Holdihgsurces of cash are limited to ¢
on hand, dividends from its subsidiaries and exdlecapital raising activities, the ability to maim future cash dividends at the level curre
paid to shareowners will be dependent primarilyrupostained earnings from current operations of UI.

In order to achieve lonterm growth in earnings, Ul will need to increate rate base through distribution and transmissaiability anc
capacity enhancement capital investments progidis earnings will gradually decline over time, if &dths to the rate base and return:
equity investments are lower than the annual amo@imepreciation and amortization. See the “Mdjdtuences on Financial Condition”
section of this Item 7. for more information.

The following table represents UIL Holdings’ prdjed sources and uses of capital for 2010:

(In
Millions)

Cash balance (unrestricted), December 31, : $ 15
Cash to be provided by (used in) operating actigiti 162
Cash to be provided by (used in) investing actg

Investment in GenConn Energy LL (16)

Other investing activitie 3

Capital expenditure (242
Net cash projected to be used in Investing actis (25%)
Cash to be provided by (used in) financing acti

Payment of common stock divide (52

Issuances (payments) of Ic-term debt, ne 75

Payment of long term debt maturiti (4)
Net cash projected to be used in financing actis 19
Projected short term borrowing (unrestricted),
December 31, 2010 $ (59

Any additional cash requirements are expected toheéed by short-term debt.
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ul

Ul is expected to continue to generate strong dish from operating activities in 2010, currentlyopected to be approximately $1
million. Ul is expected to provide dividends tolUHoldings in 2010. To maintain its capital sturet at the allowed level of equity of 5C
such dividends are currently projected to be apprately $52 million. Funds from operations, equijusions from UIL Holdings and short-
term and long-term borrowings will be used to fioarapital expenditures and other investing aiit

Ul's projected capital expenditures for 2010 aré2iillion as shown below:

(In
Millions)
Distribution
Capacity & Reliability $ 25
Infrastructure Replaceme 45
System & Business Operatic 19
Other Core, Support Functions 69
Distribution Subtota 15¢
Transmissior
Capacity & Reliability 19
Infrastructure Replaceme 43
System & Business Operatic 22
Transmission Subtot:i 84
Total Projected Ul Capital Expenditures $ 24z

Contractual and Contingent Obligations

The following are contractual and contingent olligras of UIL Holdings and its subsidiaries as ofcBmber 31, 200¢

(In Millions)
2010 2011 2012 2013 2014 Thereafter Total

Debt Maturities
UIL Holdings $ 423 % 49.: $ - $ - $ - $ - $ 53.¢
ul 54.C 53.¢ - - - 570.t 678.<
Total $ 58.2 § 103.1 $ - 3 - $ - $ 570.t % 731.¢
Contractual Obligations
UIL Holdings

Interest on Long-Term
Debt (1) $ 37 §$ 05 $ - $ - $ - $ - $ 4.2
ul

Lease Paymen 14.C 14.1 8.2 1.9 1.6 37.4 7.2

Interest on Long-Term
Debt (1) 33.2 33.2 33.2 33.2 33.2 294.¢ 460.¢

Purchase Commitmer
(2) 12.C - - - - - 12.C
Total $ 59.2 § 47 $ 414 $ 351 $ 34t $ 3322 $ 550.(

As of December 31
2009
(In Millions)

Guarantees
Ul - Hydrc-Quebec
3) $ 1.7
UCI - Hydrc-Quebec
4) $ 0¢

(1) Amounts represent interest payments on -term debt outstanding at December 31, 2009. Istggayments will change if additiol
long-term debt is issued, or if current Ic-term debt is refinanced at different rates, inftiare.
(2) Amounts represent contractual obligations for makt@nd services on order but not yet delivereDetember 31, 200!
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(3) Ul furnished a guarantee for its participatsiare of the debt financing for one phase of thdretQuebec transmission tie facility linki
New England and Quebec, Canada. See Part II,8t¢'Financial Statements and Supplementary Dalotes to Consolidated Financ
Statement- Note (J), Commitments and Contingenc Hydrc-Quebec” of this Form 1-K for further information
(4) This amount represents U's and UIL Holding’ collective guarantee to Hyc-Quebec in support of Hyd-Quebe’s guarantees to th
parties in connection with the construction of @@ss-Sound Cable project. See Part Il, ItenF8)dncial Statements and Supplemer
Data — Notes to Consolidated Financial Statememste (J), Commitments and Contingencies — Cross¥$&able Company, LLC &f
this Form 1-K for further information

CRITICAL ACCOUNTING POLICIES

UIL Holdings’ Consolidated Financial Statements are preparedib@seertain critical accounting policies that riegumanagement to ms
judgments and estimates that are subject to vayaggees of uncertainty. Investors need to be ewhthese policies and how they imj
UIL Holdings’ financial reporting to gain a moreroplete understanding of UIL Holding€onsolidated Financial Statements as a who
well as managemet'related discussion and analysis presented hevémle UIL Holdings believes that these accountipgjicies ar
grounded on sound measurement criteria, actuateflguents can and often do result in outcomesdéatbe materially different from the
estimates or forecasts.

Accounting for Regulated Public Utilities

Generally accepted accounting principles in thetéthBtates of America (GAAP) for regulated entialew Ul to give accounting recogniti
to the actions of regulatory authorities in accamgmwith the provisions of the Accounting Standa@ixlification (ASC) 980 Regulate
Operations”.In accordance with ASC 980, Ul has deferred redgagmiof costs (a regulatory asset) or has recogh@tgigations (a regulato
liability) if it is probable that such costs wilebrecovered or obligations relieved in the futim@tigh the ratemaking process. In addition t
Regulatory Assets and Liabilities identified on tbensolidated Balance Sheet, and in Part Il, ItefiFBancial Statements and Supplemer
Data — Notes to Consolidated Financial StatemeNiste (A) - Regulatory Accountingthere are other regulatory assets and liabilitietudec
in the Consolidated Balance Sheet such as cerédigrrdd tax assets and liabilities. Ul also hdgabons under power contracts, the reco
of which is subject to regulation. If Ul, or a fion of its assets or operations, were to ceasdingethe criteria for application of the
accounting rules, accounting standards for busaseissgeneral would become applicable and immedetegnition of any previously defer
costs would be required in the year in which sudterga are no longer met (if such deferred cosésret recoverable in the portion of
business that continues to meet the criteria fptiegtion of ASC 980).

Accounting for Pensions and Other Postretirement Beefits

UIL Holdings accounts for its pension and postegtient benefit plans in accordance with ASC 715 “@ensation - Retirement Benefits'In
applying these accounting practices, assumptiopsnaade regarding the valuation of benefit obligatiand the performance of p
assets. Delayed recognition of differences betwstnal results and those assumed allows for a raooecognition of changes in ben
obligations and plan performance over the workingd of the employees who benefit under the plarse primary assumptions are as follo

« Discount rate — this rate is used to determinectlreent value of future benefits. This rate isuatgd based on movement of loegr
interest rates

« Expected return on plan assetshe expected return is based upon a combinatiomisbbrical performance and anticipated fu
returns for a portfolio reflecting the mix of equitebt and other investments included in plantas

« Average wage increase — projected annual pay iseseavhich are used to determine the wage basawpedject employeegensiol
benefits at retiremen

« Health care cost trend rate — projections of exggbeicreases in health care costs.
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These assumptions are the responsibility of managgnn consultation with its outside actuarial andestment advisors. A variance in
discount rate, expected return on assets or avevage increase could have a significant impact ensin costs, assets and obligat
recorded under ASC 715. In addition to a changhéndiscount rate and the expected return onsassefariance in the health care cost t
assumption could have a significant impact on tisement medical expense recorded under ASC 715.

As of December 31, 2009, UIL Holdings changed issaunt rate assumption that was used to calcthat@009 liability as follows: qualifie
pension from 6.2% to 5.85%, the nqunalified pension from 6.10% to 5.65%, and othestpadirement benefit from 6.10% to 5.80%, to re
the decrease in interest rates for a portfolimafjtterm

fixed-income securities, which approximate the regplipayment of estimated liabilities for each plaJfiL Holdings’ expected return on pl
assets was 8.50%, based on projections of futyseated performance developed in conjunction with Hbldings’ actuaries and investm
advisors.

The assumptions listed above will be revised owee tas economic and market conditions change. @¥saim those assumptions could ha
material impact on qualified pension and postratgat expenses. For example, if there had beed58@change in the discount rate assL
at 6.2%, for the qualified pension plan and mplified plan, respectively, the 2009 pension esgewould have increased or decre
inversely by $1.2 million for the qualified plandian immaterial amount for the ngualified plan. If there had been a 1% changehé
expected return on assets, the 2009 pension expendd have increased or decreased inversely W ®2lion for both the qualified pensi
plan and normgualified plan. If there had been a 0.25% chaimgéhe discount rate assumed, the 2009 OPEB plperses would ha
increased or decreased inversely by $0.2 millibthére had been a 1% change in the expected retuassetghe 2009 OPEB plan expen
would have increased or decreased inversely by olian.

The projected, longerm average wage increases were 3.8% in 2009.ha&él¢h care cost trend rate assumption for dleet was set at 10.(
in 2009, with such rate decreasing by 0.5% per t@&r0% in 2019.

UIL Holdings’' 2009 pension and postretirement benefits expenses $16.7 million and $5.6 million, respectivelgt mf amounts deferred
a regulatory asset.

The assumptions are used to predict the net peregiense on a forwaildeking basis. To the extent actual investmenniegs, actual wag
increases and other items differ from the assumgtia gain or loss is created, and subsequentlytizeabinto expense.

Ul will reflect all unrecognized prior service cesind credits and unrecognized actuarial gaindasses as regulatory assets as it is prol
that such items are recoverable through the ratemaitocess in future periods.

Unbilled Revenue

Ul utilizes a customer accounting software packatggrated with the network meter reading systerastimate unbilled revenue (installal
method). The installation method allows for thé&uakation of unbilled revenue on a customerdmstomer basis, utilizing actual daily mt
readings at the end of each month to calculatewropton and pricing for each customer. A significportion of utility retail kilowatthoui
consumption is read through the network meter repdiystem. For those customers still requiring uadmeter readings, consumptiol
estimated based upon historical usage and acticatigpfor each customer.

Accounting for Contingencies

ASC 450 “Contingenciesapplies to an existing condition, situation or gsktircumstances involving uncertainty as to pdssibss that wi
ultimately be resolved when one or more future &veecur or fail to occur. In accordance with A88D, UIL Holdings accrues estima
losses related to each contingency as to whiclssitoprobable and can be reasonably estimatedahability is accrued for any continger
as to which a loss is not probable or cannot bsombly estimated. With respect to amounts accforedontingencies related to Ul, if it
probable that such estimated costs would be reedvrough the ratemaking process, recognitioruoh £osts is deferred in accordance
the provisions of ASC 980 (see “Accounting for Rie¢ged Public Entities — ASC 980" of this item). fReto Part I, Iltem 8, Financia
Statements and Supplementary Data — Notes to Adasad Financial Statements — Note (J), Commitmants Contingenciesdf this Forn
10-K for a detailed discussion of UIL Holdings’ ceint known material contingencies.
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OFF-BALANCE SHEET ARRANGEMENTS

UIL Holdings and its subsidiaries occasionally eritéo guarantee contracts in the ordinary courfseusiness. At the time a guarante
provided, an analysis is performed to assess theoted financial impact, if any, based on the iii@bd of certain events occurring that wc
require UIL Holdings to perform under such guarant8ubsequent analysis is performed on a perioagis to assess the impact of
changes in events or circumstances. If such alysigaesults in an amount that is inconsequemntialliability is recorded on the balance sl
related to the guarantee.

As of December 31, 2009, UIL Holdings had certaiargntee contracts outstanding for which no ligbhias been recorded in the Consolid
Financial Statements. Refer to Part Il, Item 8ndfcial Statements and Supplementary Data — Not€onsolidated Financial Statements
Note (J), Commitments and Contingenc” of this Form 10-K for further discussion of sugharantees.

NEW ACCOUNTING STANDARDS

UIL Holdings reviews new accounting standards ttedrine the expected financial impact, if any, et adoption of each such standard
have. As of the filing of this Annual Report onrFo10K, there were no new accounting standards issuadwkre projected to have
material impact on UIL Holdings' consolidated fircéal position, results of operations or liquiditRefer to Part Il, Item 8, Financia
Statements and Supplementary Data — Notes to Qdassd Financial Statements — Note (A), Statemdnfczounting Policies -New
Accounting Standards,” for further discussion relgag new accounting standards.

RESULTS OF OPERATIONS
Use of Non-GAAP Measures

Within the “Results of Operations” section of tiierm 10-K, tabular presentations showing a comparigf UIL Holdings’ net income ar
earnings per share (EPS) for 2009 and 2008, asasel008 and 2007, are provided. UIL Holdingsewes this information is useful
understanding the fluctuations in earnings pereshatween the current and prior year periods. arheunts presented show the earning:
share from continuing operations for each of UlUdiiogs’ lines of business, calculated by dividing the ineoftom continuing operations
each line of business by the average number ofshafrUIL Holdings’common stock outstanding for the periods presentéde: earnings p
share tables presented in “The United lllumina@mgmpany Results of Operationfgr all periods presented are calculated on theesbasi
and reconcile to the amounts presented in the taider the heading “UIL Holdings Corporation Reswlt Operations."The total earnings p
share from continuing operations and discontinugerations in the table presented under the heddihlg Holdings Corporation Results
Operations” are presented on a GAAP basis.

Results of Operations: 2009 vs. 2008

UIL Holdings Corporation

UIL Holdings’ total earnings were $54.3 million, or $1.94 perrghan increase of $6.2 million, or $0.02 per sheoenpared to 2008. The¢
results include immaterial losses from discontinopérations in both years. The dilutive effecttlod May 2009 issuance of an additic
4,600,000 shares of common stock in 2009 was $fepshare.
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The table below presents a comparison of UIL Hadimet income and EPS for 2009 and 2008.

2009 More (Less) thar

Year Ended December 31 2008
2009 2008 Amount Percent

Net Income (Loss) (In Millions except percent and @ share amounts)

ul $ 57.C $ 511 $ 5.9 11%
Non-Utility (2.6) (2.7) 0.1 4%
Total Income from Continuing Operatio 54.4 48.4 6.C 12%
Discontinued Operatior (0.2) (0.3 0.2 67%
Total Net Income $ 54.2 $ 48.1 % 6.2 13%
EPS

ul $ 20 $ 20 % - -%
Non-Utility (0.09) (0.10) 0.01 10%
Total EPS from Continuing Operatio- Basic 1.94 1.92 0.01 1%
Discontinued Operatior - (0.01) 0.01 10C(%
Total EPS- Basic $ 194 $ 192 $ 0.0Z 1%
Total EPS - Diluted (Note 1) $ 1.9 $ 18 $ 0.04 2%

Note 1: Reflecting the effect of dilutive stockam, performance shares and restricted st

The United llluminating Company

2009 More (Less) thar

Year Ended December 31 2008
2009 2008 Amount Percent

EPS

Total Ul - basic $ 20 $ 20z $ - -%
Total Ul - diluted (Note 1) $ 202 $ 20C $ 0.0z 1%
Retail Sales’ $ 549: $ 572¢ $ (23€) (4%
Weather Impact* (Note 2) 10C (19 11¢ 2%
Retail Sale— Normalized* $ 559 $ 571C $ (117) (2%

* Millions of kilowatt-hours

Note 1: Reflecting the effect of dilutive stockam, performance shares and restricted st
Note 2: Percentage change reflects impact to tatdil sales.

The following details variances which have the msighificant impact on net income in the periodesanted. Distribution includes all util
revenue and expenses except for transmission.
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Distribution

The table below provides the distribution net inediavorable/(unfavorable) variances for 2009 corag#o 2008.

Year
Ended
Decembel
31, 200¢
vs. 2008
(In
Favorable/(Unfavorable) Millions)
Operating revenues
Decoupling adjustmer $ 3.2
Regulatory tru-up items 6.3
Distribution rates & pricing 4.1
Sales volumi (5.9
Operation and maintenance (O&M) expenst
Customer servic- allocatec 0.3
Uncollectibles 4.1
Outside services and other expe 1.6
Pension & postretireme (7.0
Other, net (2.9
$ 4.3

The decoupling adjustment reflects an accrual tetip actual revenues to DPUC allowed revenue reqeinésnin accordance with f
decoupling mechanism as approved in the Februa®® Zihal decision in Uk 2008 distribution rate case. The relatively mildathe
contributed to a reduction of kilowatbur (kwWh) usage below amounts assumed in ratesltirg in a favorable adjustment. The favor
variance in regulatory truep items was primarily due to the absence in 200néavorable adjustments recorded in 2008 to oeregulaton
liabilities. The favorable variance in distributioates and pricing was primarily due to increasmeés as approved in the rate case
decision. The unfavorable variance in sales veluvas due to the reduction in kWh usage resultiogn fthe milder weather and a reductio
customer demand.

The allocation of customer service expense to tigson provided a favorable variance due to theng of the FERC order, which w
granted in May 2008. The favorable variance inallectibles was primarily due to decreased custoacepunt writesffs. The rate case fir
decision also authorized the allocation of a partbthe uncollectible

expense to GSC which contributed $1.8 million te tavorable uncollectibles variance. The favoraldgance in outside services and o
expense was primarily related to cost control messtaken by the Company. The unfavorable variéamgeension and postretirement \
primarily due to the negative impact of the finahanarkets on the value of pension and postretintrassets. The rate case final deci
provided for the future recovery of the increasepemsion and postretirement expense for 2009 agalatory asset and the unfavori
variance noted above is net of those amounts redaad a regulatory asset.

Transmission

The transmission business earnings continued tereqe underlying growth in net income of $1.6lion in 2009 compared to 2008 fr
higher rate base and equity capitalization withrapimnately the same allowed return compared to 2088 previously noted, Ul completed
Middletown-to-Norwalk transmission project, whiclemt into service in December 2008.

Total Ul

The following details income statement variances ¢ine-by-line basis:

Overall, Ul's operating revenue decreased by $52.2 milliom $847.9 million for 2008 to $895.7 million for 280 Retail revenue decrea
$58.9 million due mainly to unfavorable sales votuand the impact of customers switching to altersaippliers to supply the genera

portion of their customer bill, which has no impact net income, partially offset by increases insWistribution rates. Wholesale reve
decreased by $42.1 million primarily due to
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the expiration of the Bridgeport RESCO generatite@nplongterm purchased power contract in December 2008erQevenues increas
$48.7 million, due to higher transmission revenneé #e distribution revenue decoupling adjustm@praved by the DPUC in the first qua
of 2009.

Purchased power expense decreased by $90.9 mfiion,$424.2 million for 2008 to $333.3 million #009. Retail fuel expense decrease
$63.6 million during 2009, primarily due to the iagt of customers switching to alternate suppliersupply the generation portion of tt
customer bill, partially offset by higher costspmcure power. Ul receives electricity to satigfystandard service and supplier of last re
requirements through fixegkice purchased power agreements. These costsa@reered through the GSC and Bypassable Fedddalhdate:
Congestion Charges (BFMCC) portion of Ul's unbunddtetail customer rates. Wl'wholesale energy expense for 2009 decreased hy
million, primarily due to the expiration of the Bgeport RESCO generating plant contract.

UlI's O&M expenses increased by $13.3 million, from258Imillion in 2008, to $224.9 million in 2009. &lincrease was primarily attributa
to an increase in pension and postretirement expen$11.7 million, partially offset by lower unéettible accounts of $6.8 million ant
decrease in outside services and other expenszdhdillion. The remaining variance was primadlye to increases in GSC related to the
response program which are recovered.

Ul's transmission wholesale expenses increased by $idillion, from $46.4 million in 2008 to $57.0 nidh in 2009. The increase v
primarily attributable to higher regional transnigsexpenses of which Ul pays a portion based ujgarelative load.

Ul's depreciation and amortization decreased by $3l®m) from $101.0 million for 2008 to $98.0 mitlh in 2009, consisting of a $2!
million decrease due to the expiration of the Beidgrt RESCO generating plant contract which waswei@d through the CTA, patrtially off:
by increased distribution and transmission plawt @guipment depreciation and CTA amortization.

Ul's taxes other than income taxes increased $9.8milirom $50.2 million in 2008 to $60.1 million iR009. The increase was prima
attributable to increases in property taxes dumdceases in plant and equipment, as well as gragsings tax, the latter of which is dut
increased transmission revenues.

Ul's other income and deductions increased by $2.Bomilfrom $2.7 million in 2008 to $5.6 million i2009. The increase was prima
attributable to mark-to-market adjustments to naaldied pension investments.

UI' s interest expense increased by $6.3 million, f&3®.0 million in 2008 to $36.3 million in 2009. &lincrease was primarily attributable
increased long-term and short-term borrowings.

Non-Utility

UIL Holdings retains certain costs, primarily irgst expense on holding company debt, at the holdingpany, or “corporatdével which ar
not allocated to the various nanility subsidiaries as well as the results of foemer Xcelecom entities which were not divestédlL
Corporate incurred net after-tax costs of $2.5iarill or $0.09 per share, in 2009 compared to ret+fx costs of $2.7 million, or $0.10 |
share, in 2008.

Discontinued Operations

The divested Xcelecom businesses incurred netitecosts of $0.1 million, with a minimal per shampact, in 2009 compared to net after-
tax costs of $0.3 million, or $0.01 per share, 02

Results of Operations: 2008 vs. 2007

UIL Holdings Corporation

UIL Holdings’ total earnings were $48.1 million, or $1.92 perrehan increase of $3.4 million, or $0.13 per shaoenpared to 2007. The
results include losses from discontinued operatafr$0.3 million, or $0.01 or share, for 2008, a®fhillion reduction in losses, or $0.07
share, compared to 2007.
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The table below presents a comparison of UIL Hadimet income and EPS for 2008 and 2007.

Net Income (Loss) (In Millions except percent and g share amounts)

ul
Non-Utility
Total Income from Continuing Operatio

Discontinued Operatior
Total Net Income

EPS

ul

Non-Utility

Total EPS from Continuing Operatio- Basic
Discontinued Operatior

Total EPS - Basic

Total EPS- Diluted (Note 1)
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2008 More (Less) thar

Year Ended December 31 2007
2008 2007 Amount Percent

$ 511 $ 47¢ $ 3.2 7%
(2.7) (1.2) (1.5) (125%

48.4 46.7 1.7 4%

(0.3 (2.0) 1.7 85%

$ 48.1 $ 447 $ 34 8%
$ 20 % 192 % 0.11 6%
(0.10) (0.05) (0.05) (98)%

1.9¢ 1.87 0.0€ 3%

(0.01) (0.0¢) 0.07 88%

$ 192 $ 1.7¢ % 0.1z 8%
$ 18¢ $ 177 $ 0.12 7%

Note 1: Reflecting the effect of dilutive stockam, performance shares and restricted st

The United llluminating Company

EPS

ul

Non-recurring earnings from Private Letter Ruling
Total Ul - basic

Total Ul - diluted (Note 1)

Retail Sales’
Weather Impact* (Note 2)
Retail Sales — Normalized*

* Millions of kilowatt-hours

2008 More (Less) thar

Year Ended December 31 2007
2008 2007 Amount Percent

$ 20 % 192 % 0.11 6%
- - - -%

$ 20 $ 192 % 0.11 6%
$ 20C $ 19C $ 0.1C 5%
5,72¢ 5,917 (18¢) 3%
(19) 12 (31) (1)%
5,71( 5,92¢ (219) (4%

Note 1: Reflecting the effect of dilutive stockam, performance shares and restricted st

Note 2: Percentage change reflects impact to tattdil sales.

The following details variances which have the nsighificant impact on net income in the periodesented.

revenue and expenses except for transmission.
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Distribution

The table below provides the distribution net inediavorable/(unfavorable) variances for 2008 corag#o 2007.

Year Ended
December 31
2008
vs. 2007
Favorable/(Unfavorable) (In Millions)
Operating revenues
Regulatory tru-up items $ (3.9)
Distribution rates & pricing 9.7
Sales volumi (4.4
O&M expense
Customer servic- allocatec 4.2
Outside services and other expe (5.0
Pension & postretireme 1.9
Depreciation and amortization (1.9
Other income and (deductions’ 4.3
Interest expense (1.9
Other, net (2.9
$ (7.8

The unfavorable variance in regulatory tue-items was primarily due to adjustments recoride®008 to certain regulatory liabilities. 1T
favorable variance in distribution rates and pgciwas primarily due to previously approved increase Ul's distribution rat
components. The unfavorable variance in salasmvelwas primarily due to the reduction in kWh useggilting from a reduction in custor
demand.

The allocation of customer service expense to imigson in accordance with a May 2008 FERC ordes fasorable due to the allocation
being effective until May 2008. The unfavorableigace in outside services and other expense wamply due to increased compensa
expense. The favorable variance in pension antigiisement was primarily due to the positive impaicthe financial markets on the value
pension and postretirement assets.

See the “Total Ul'section below for explanations of the variancedépreciation and amortization, other income anddgons), and intere
expense.

Transmission

The transmission business earnings continued tereqxe underlying growth in net income of $11.0liom in 2008 compared to 2007 fr
higher rate base and allowed return with approx@émgahe same equity capitalization compared to 2083 previously reported, Ul comple
the Middletown-to-Norwalk transmission project, winiwent into service ahead of schedule, in Decer2d@8.

Total Ul

Overall, Ul's operating revenue decreased by $33.1 milliom f$881.0 million in 2007, to $947.9 million in 200&etail revenue decrea:
$44.9 million due primarily to the impact of custera switching to alternate suppliers for serviegsich has no impact on net income, an
decreases in distribution sales volume, partiaffged by previously approved increases indJdfistribution rate components. Other reve
increased $6.2 million, largely due to higher traission revenue, partially offset by the net atyiaf the GSC “working capital allowance”.

Purchased power expense decreased by $92.3 mflieon,$516.5 million in 2007, to $424.2 million #008. Retail purchased power exp¢

decreased $97.8 million in 2008, primarily duette impact of customers switching to alternate sappfor generation services, partially of
by higher costs to procure power. Ul receivestalsty to
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satisfy its standard service and supplier of lasort requirements through fixgadice purchased power agreements. These costhilbr
recovered through the GSC and BFMCC portions ofsUWihbundled retail customer rates. dJiwholesale energy expense increased
million during 2008, primarily due to higher prigiior generation at the Bridgeport RESCO generatiagt.

UlI's O&M expenses increased by $5.6 million, from $2Q086illion in 2007, to $211.6 million in 2008. Thecrease was primarily attributa
to increased compensation expense of $4.0 million.

Ul's transmission wholesale expenses increased by $illion, from $32.8 million in 2007, to $46.4 ridn in 2008. The increase w
primarily attributable to higher regional transnigsexpenses of which Ul pays a portion based uigarlative load.

Ul's depreciation and amortization increased by $hdilBon, from $90.2 million in 2007, to $101.0 nidh in 2008. The increase v
primarily attributable to increased distributionapt and equipment depreciation and CTA amortizatidh accrues or defers additio
amortization to achieve the authorized return antgegpn unamortized CTA rate base.

Ul's taxes other than income taxes increased $5.6milfirom $44.6 million in 2007, to $50.2 milliom 2008. The increase was prima
attributable to increases in property taxes duiadceases in plant and equipment, as well as grassings taxes, the latter of which is du
increased transmission revenues.

Ul's other income and deductions decreased by $6libmifrom $9.4 million in 2007, to $2.7 million iB008. The decrease was prims
attributable to mark-to-market adjustments to naalfied pension investments and the ISIB-demand response program ending durin
first nine months of 2008.

Ul' s interest expense increased by $7.8 million, f&®®.2 million in 2007 to $30.0 million in 2008. &lincrease was primarily attributable
increased long-term and short-term borrowings.

Non-Utility

UIL Holdings retains certain costs at the holdilgnpany, or “corporate” level which are not allochte the various noutility subsidiaries ¢
well as the results of the former Xcelecom entitidsich were not divested. UIL Corporate incurred aftertax costs of $2.7 million, or $0.
per share, in 2008 compared to net aféercosts of $1.2 million, or $0.05 per share, @2 The larger loss in 2008 was primarily du
increased interest expense due to increased snortetorrowings.

Discontinued Operations

The divested Xcelecom businesses incurred nettafterosts of $0.3 million, or $0.01 per share2098 compared to net afteax costs of $2
million, or $0.08 per share, in 2007. The deceamas primarily due to the absence in 2008 of dasstfrom adjustments made in 2007 tc
results from earlier sales of former subsidiaries.

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

UIL Holdings and Ul have market risk associatechwit) the refinancing of fixed rate debt at matyr{2) the remarketing of multi-annual tax-
exempt bonds, (3) the periodic reset by auctiorerfeB5 days) of the interest rate on $64.5 millppincipal amount of tax exempt boi
(Auction Rate Bonds), (4) the issuance of new @& Financings), (5) interest rate risk associatét shortterm financings, and (6) equ
issuances. The tax-exempt bonds are also refarrasl pollution control revenue refunding bondgdaltution control refunding revenue bonds.

The weighted average remaining fixed rate periodutétanding longerm debt obligations of UIL Holdings and Ul aslédcember 31, 2009
8.54 years, at an average interest rate of 6.37%.

The interest rate risk of financings, including tieeet at auction of the interest rate on $64.%aniprincipal amount of Auction Rate Bonds
$2,500 of increased interest expense for every @dllon of debt with every 0.25% increase in irgst rates.
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GenConn is a 5690 joint venture of Ul and NRG. In 2008, the DPW€Elected two projects proposed by GenConn to hdbres
Connecticuts growing need for more power generation duringhisaviest load periods. Two peaking generatiofepts, each with a nomir
capacity of 200 megawatts (MW), are to be builN&G’s existing Connecticut plants in Devon and Middigio GenConn expects to final
50% of its capital requirements with the proceefithe Project Financing it obtained on April 27,080 The interest rate on the pro
financing is a variable rate, of which 55% of theahcing has been hedged. GenConn has interess@rg on the remaining 45%, wh
should be recoverable by GenConn in rates. UIMRG will each make an equity investment in GenConra 50%/50% basis to meet
remaining 50% of GenConsi'’capital requirements. Such equity investmergseapected to occur within the first six months26fL0 in th
amount of approximately $53 million for the Devoroject and within the first six months of 2011 iretamount of approximately $60 milli
for the Middletown Project. Ul expects to use pineceeds of the EBL it obtained on April 27, 2008 ifs portion of those requirements an
replace the EBL with cash on hand and with fundsedhin the capital markets. The EBL has a vagiahierest rate and Ul has interest
associated with this, which should be recoveredSeyConn in rates. See Part Il, Item 8, “Finan&8tdtements and Supplementary Data -
Notes to Consolidated Financial Stateme Note (B), Capitalization” of this Form 10-K faurther discussion of the EBL.

The table below provides information about Ideg: debt of UIL Holdings and Ul that exposes UlLItHngs to interest rate risk. The ta
presents principal cash flows and related weightextage interest rates by expected maturity datg®w fixed interest rate expiration dates.

2010 2011 2012 2013 2014 Thereafter Total Fair Value

Expected Maturity Date
(In Thousands)

UIL Holdings @
Long-Term Debt (1’ $ 4286 $ 4928t $ - $ - $ - $ - $ 5357 $ 5517¢
Average interest ral 7.2% 7.31% 7.36%

(1) Includes annual principal payments of $4.3 millietated to the 7.23% Senior Notes and a $45.0anillirincipal payment due in 2C
related to the 7.38% Senior Notes. UIL Holdingsrently has no plan to refinance either di

Fair
2010 2011 2012 2013 2014 Thereafter Total Value
Expected Maturity Date
(In Thousands)
Ul 1) (2 ©)
Long-Term Debt $ 8147( $ 53,80 $ 103,500 $ - % - $ 439,46( $ 678,230 $ 704,21
Average interest rai 3.45% 3.35% 6.9€% 5.41% 5.25%

(1) Includes pollution control revenue refunding boné$27.5 million with a fixed interest rate of 3%%nding on February 1, 201

(2) Includes pollution control revenue refunding bowd$71 million, $7.5 million and $25 million withxed interest rates of 7.13%, 5.7
and 6.88%, respectively, ending on February 1, 2

(3) Includes $70 million of 6.06% Senior Notes due 20877 million of 6.26% Senior Notes due 2022, #ifillion of 6.51% Senior Notes d

2037, $50 million of 6.46% Senior Notes due 2018) #illion of 6.51% Senior Notes due 2018, $50 imnillof 6.61% Senior Notes d
2020, $50 million of 5.61% Senior Notes due 2028 $64.5 million Auction Rate Bond
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There has been considerable dislocation in theéaucite bond market, and there have been failetdans, resulting from insufficient cleari
bids. The auctions for the Auction Rate Bonds Hailed, beginning with the March 2008 auction. Whbkere are insufficient clearing bids
a result of an auction, the interest rates areasatrate equal to the omesnth London Interbank Offered Rate (LIBOR) timemaltiple o
125% to 225%, based on the credit rating on thetidBndRate Bonds assigned by Moosyor S&P. The principal and interest payment
$64.5 million principal amount of Auction Rate Bandre insured by Ambac Assurance Corporation (Amb@hese bonds are currently re
by Moody’s. The credit rating from Moody’s on teebonds is based on the higher of Ambac’s credihgaor Ul's underlying cred
rating. On July 29, 2009, Ambac was downgradeibydy’s to Caa2 from Ba3. Accordingly, the cregiting from Moodys on these bon
is now based on the current underlying credit gatih Ul of Baa2. In the event of subsequent fadedtions of the Auction Rate Bonds,
interest rate on the bonds will continue to betrasedescribed above. The interest rate on thesésbwvas 0.463% at December 28, 2009 w
was equal to two times LIBOR.

On February 18, 2009, the DPUC approved an apitéited by Ul to afford Ul additional flexibilitto market outstanding taexempt bonc
in the municipal bond market. Specifically, Ul vegted approval to refund, with the proceeds ofgkgance of new bonds, without insura
$25.0 million, $27.5 million and $64.5 million pdipal amount of taxexempt bonds outstanding. In December 2008, Uthaged $25
million principal amount of tax-exempt bonds whiskre refunded with the proceeds from the issuanitbout insurance, of $25.0 million tax-
exempt bonds in March 2009. On January 28, 2028,5million principal amount of tagxempt bonds were issued without insurance
proceeds of which were used to refund $27.5 milpancipal amount of insured bonds on FebruaryOlL®2 Ul plans to refund $64.5 milli
principal amount of Auction Rate Bonds at such tand on such terms as municipal bond market camditallow.

UIL Holdings’ and Ul's short-term borrowing costsdtuate with the upward and downward movementsiIBOR, Citibank’s New York bas
rate and the Federal Funds Rate (as defined inH4dlldings’ and Ul's shorterm credit facility and the EBL, respectively)ates associat
with the money market loan arrangement that Ulvaidls JPMorgan Chase Bank fluctuate based on ratései money market. Such rates
influenced by financial market conditions and teans of the Federal Reserve.

In addition, Ul requires that its energy suppliprevide performance security to guarantee perfoomamder contracts for standard service
supplier of last resort service. Specifically, t#iquires wholesale suppliers to provide both pamrarantees and letters of credit. -
performance assurance is intended to allow Ul tover for its customers the cost of replacementgrpwas well as administrative and le
costs, associated with a supplier default.

During late 2008, conditions in the capital marketsulted in reductions in asset values of fundedsin and postretirement plans
particular, the projected benefit obligation foretiqualified pension plan now exceeds the fair mavkdue of the plan assets by $
million. Although asset values recovered somewh&009, these reductions, if not offset by additibgains in future years, will result
higher pension and postretirement expenses induytears along with additional cash contributioAsset values as of December 31, 200¢
December 31, 2008 were approximately $231.3 miléomd $211.7 million, respectively. While there was minimum required pensi
contribution for the 2009 plan year, Ul expectsrtake a contribution of approximately $9 million2010, subject to current proposals tha
pending before the United States Congress.
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Item 8. Financial Statements and Supplementary Datz

UIL HOLDINGS CORPORATION
CONSOLIDATED STATEMENT OF INCOME (LOSS)
For the Years Ended December 31, 2009, 2008 and Z(

(In Thousands except per share amounts

2009 2008 2007
Operating Revenues (Note F
Utility $ 89568: $ 947,94( $ 981,00«
Nor-utility 86¢ 78C 99t
Total Operating Revenu 896,55( 948,72( 981,99¢
Operating Expenses
Operatior
Purchased power (Note 333,33¢ 424,24! 516,48’
Operation and maintenar 225,60: 212,62: 207,58
Transmission wholesa 57,01: 46,36¢ 32,76
Depreciation and amortization (Note 98,11¢ 101,12¢ 90,37(
Taxes - other than income taxes (Note F) 60,06: 50,23( 44,62¢
Total Operating Expenses 774,13. 834,59: 891,83«
Operating Income 122,41¢ 114,12° 90,16t
Other Income and (Deductions), net (Note F), (NotH) 5,58¢ 3,33¢ 12,89¢
Interest Charges, netl
Interest on lon-term debt 37,291 29,56¢ 23,38
Other interest, net (Note 1,28¢ 2,85¢ 1,502
38,58: 32,42 24,88
Amortization of debt expense and redemption puens 1,81% 1,73( 1,662
Total Interest Charges, t 40,40( 34,15: 26,54¢
Income Before Income Taxes, Equity Earnings an
Discontinued Operations 87,60« 83,31« 76,51¢
Income Taxes (Note E) 33,20¢ 34,724 30,517
Income Before Equity Earnings and Discontinued Opeations 54,40( 48,59( 46,00:
Income (Loss) from Equity Investmer 59 (20%) 69C
Income from Continuing Operations 54,45¢ 48,38¢ 46,69
Discontinued Operations, Net of Tax (Note (142) (237) (1,996
Net Income $ 54310 $ 48,14t $ 44,69
Average Number of Common Shares Outstandin- Basic 28,027 25,11 24,98¢
Average Number of Common Shares Outstandin- Diluted 28,27: 25,471 25,29¢
Earnings Per Share of Common Stocl- Basic:
Continuing Operations $ 194 $ 19 % 1.87
Discontinued Operations - (0.01) (0.0¢)
Net Earnings $ 194 $ 192 $ 1.7¢
Earnings Per Share of Common Stocl- Diluted:
Continuing Operations $ 19 $ 19C $ 1.85
Discontinued Operations - (0.01) (0.09)
Net Earnings $ 19 $ 18 $ 1.77
Cash Dividends Declared per share of Common Stot $ 1.72¢ $ 1.72¢  $ 1.72¢

UIL HOLDINGS CORPORATION
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOS S)
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For the Years Ended December 31, 2009, 2008 and Z( Screening Data Part 2 of 2

(Thousands of Dollars) Page 5932 of 7002

200¢ 200¢ 2007

Net Income $ 54317 $ 48,14t $ 44,69
Other comprehensive income (loss), net of ta:

Interest rate cap me-to-market - 28 29

Other Comprehensive Income - 28 29

Comprehensive Income $ 54,317 $ 48,17¢ $ 44,72¢

The accompanying Notes to the Consolidated Fina
Statements are an integral part of the financakstents
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the Years Ended December 31, 2009, 2008 and Z(

(Thousands of Dollars)

Cash Flows From Operating Activities
Net income
Adjustments to reconcile net incot
to net cash provided by operating activit
Loss on settlements of divested busine
Depreciation and amortizati
Deferred income taxt
Stocl-based compensation expense (Nott
Pension expen:
Allowance for funds used during constructiéfJDC) - equity
Deferred Transmission (income) expe
Decoupling (income) expen
Other no-cash items, ne
Changes ir
Utility accounts receivable, r
Unbilled revenues and other accounts rebd
Materials and supplit
Prepayment
Accounts payab
Interest accrue
Taxes accrue
Accrued pensia
Accrued liabilities
Other asse
Other liabilities
Total Adjustments

Net Cash provided by Operating Activities

Cash Flows from Investing Activities
Proceeds from sale of Steel P
Proceeds from settlements of divested busist
Related party note receivable (Note
Plant expenditures including AFUDC di
Investment in CT Yanke
Changes in restricted ce
Other

Net Cash (used in) Investing Activities

Cash Flows from Financing Activities
Issuances of common stc
Issuances of lor-term debi
Payments on loi-term deb!

Line of credit borrowings (repaymen
Payment of common stock divide
Other

Net Cash provided by Financing Activities

Unrestricted Cash and Temporary Cash Investments
Net change for the perioc
Balance at beginning of perioc

Balance at end of perioc

Cash paid during the period for:
Interest (net of amount capitalized)

Income taxes

Non-cash investing activity:

2009 2008 2007
$ 54,317 $  48,14¢ $ 44,69
- - 1,65(
99,93: 82,18¢ 71,007
(6,541) (7,33]) (4,250)
3,57( 3,771 2,89¢
22,31 10,61 12,92:
(650) (2,420) (2,167)
(6,11¢) (5,327) (1,581)
(5,286) - -
(1,856) 714 (1,475)
2,80¢ 5,47¢ (10,08:)
1,96¢ (8,599 (8,016)
(682) (620) (1,509)
1,55( (2,066) 1,75¢
(3,689) (6,37¢) (3,110
1,72¢ 86( 2,14(
77 18,91( 11,61
(286) (28¢) (4,350)
5,90¢ 4,05¢ (9,830)
794 14C 2,961
2,39: (119 (2,639
117,79( 93,58; 57,94
172,10° 141,73! 102,64
- - 4,60(

- - 10,27"
(72,230) (35,547) -
(123,57 (215,72 (246,22
o8t 56¢ -
7,37¢ (10,877 162
58 172 -
(187,38, (261,40) (231,18
92,22t 2,65: 1,32¢
182,77: 150,00( 175,00
(55,28¢) (129,28() (78,28¢)
(148,001() 133,00( 15,00(
(47,67¢) (43,462) (32,45
(1,220) (277) (631)
22,81 112,62 79,95(
7,53¢ (7,040 (48,59:)
7,73( 14,77 63,36«
15,26¢ 7,73( 14,77(
$ 34,977 $ 30,29 $ 21,17
$ 4400 $ 4607 $ 34,42;
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Plant expenditures included in ending accopatable $ 30,053cregning Dapy Ry 2 ofs2 30,99:
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The accompanying Notes to the Consolidated Fina
Statements are an integral part of the financakstents
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ASSETS
(In Thousands)

Current Asset
Unrestricted cash and temporary cash investn
Restricted cas
Utility accounts receivable less allowance of580, and $4,500, respective
Other accounts receivat
Current portion of related party note receivablete H)
Unbilled revenue
Current regulatory asse
Materials and supplies, at average
Deferred income taxce
Prepayment
Other current asse
Current assets of discontinued operations helddtz

Total Current Assets
Other investments

Property, Plant and Equipment at original ¢
In service
Less, accumulated depreciation

Construction work in progress
Net Property, Plant and Equipment

Regulatory Assetéuture amounts due from customers through themnaténg process)

Deferred Charges and Other Ass
Unamortized debt issuance exper
Related party note receivable (Note
Other lon+term receivablt
Contracts for differences (Note
Other

Total Deferred Charges and Other As

Total Asset

The accompanying Notes to the Consolidated Fina
Statements are an integral part of the financé&kestents
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2009 2008
$ 15,26¢ $ 7,73(
3,69¢ 11,07«
81,86: 85,371
8,501 8,47
- 35,54!
48,37¢ 50,12:
58,47¢ 38,44:
4,55¢ 3,871
4,41( 6,86:
3,86: 3,67(
662 1,013
3,72¢ 5,43
233,39: 257,62!
10,65¢ 10,30°
1,408,81. 1,330,90.
379,95! 344,12:
1,028,86! 986,77
124,14 86,81’
1,153,00:. 1,073,58!
676,99: 723,07¢
6,61: 6,64+
107,77: -
2,18¢ 2,71C
30,69/ 8,64¢
45( 58€
147,71¢ 18,58¢
$ 2,221,760 $ 2,083,18
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UIL HOLDINGS CORPORATION
CONSOLIDATED BALANCE SHEET
December 31, 2009 and 20(

LIABILITIES AND CAPITALIZATION
(In Thousands)

Current Liabilities

Line of credit borrowing

Current portion of lor-term debt

Accounts payabl

Dividends payabl

Accrued liabilities

Current regulatory liabilitie

Interest accrue

Taxes accrue

Current liabilities of discontinued operationschior sale
Total Current Liabilitie

Noncurrent Liabilities
Pension accrue
Connecticut Yankee contract obligati
Other pos-retirement benefits accrur
Contracts for differences (Note
Other

Total Noncurrent Liabilities

Deferred Income Taxd$uture tax liabilities owed to taxing authorities)

Regulatory Liabilities(future amounts owed to customers through the rakémy process

Commitments and Contingencies (Not¢

Capitalization (Note B
Lonc-term debt

Common Stock Equit
Common stoc
Paic-in capital
Unearned employee stock ownership plan ec
Retained earnings

Net Common Stock Equi

Total Capitalizatio

Total Liabilities and Capitalizatic

The accompanying Notes to the Consolidated Fina
Statements are an integral part of the financé&kestents
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2009 2008
$ - $  148,00(
58,25¢ 55,28
90,47( 91,89
12,93( 10,90«
37,16 30,04
23,14 18,70¢
8,77t 7,04¢

4,71¢ 4,79:

4,57¢ 5,467
240,03 372,13
140,45 136,38
20,69 22,72
47,30: 48,67:
162,00 92,14
6,96¢ 4,37¢
377,50¢ 304,29:
273,55 208,82
82,93 84,32
673,54¢ 549,03
422,00 328,82
14,85¢ 13,77:

- (712)

137,30 132,69
574,17( 474,57
1,247,72! 1,023,61

$ 2221760 $ 2,083,118
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UIL HOLDINGS CORPORATION
Consolidated Statement of Changes in Shareholder&quity
December 31, 2009, 2008 and 20
(Thousands of Dollars)

Accumulated

Unearnec Other
Common Stock Paid-in ESOP  Comprehensive Retained
Shares (a) Amount Capital Equity Income (Loss) Earnings Total

Balance as of December 31, 2( 24,856,04 $321,21: $ 1536 $ (2,612 $ (57) $126,67: $460,58:
Net income for 200 44,69 44,69
Cash dividends on common st- $1.728

per share (43,290 (43,290
Issuance of 101,757 shares common s

- no par value 129,66¢ 4,10 5) 4,10(
Stock based compensat (3,187 (3,187
Interest rate cap mark-to-market (net of

deferred tax benefit of $2! 29 29
Allocation of benefit- ESOP 46,567 405 95( 1,35t

Balance as of December 31, 2( 25,032,27 $32531¢ $ 1258. $ (1,662 $ (28) $128,08. $464,29:
Net income for 200 48,14¢ 48,14¢
Cash dividends on common stock - $1.

per share (43,537 (43,539
Issuance of 114,022 shares common s

- no par value 95,43: 3,50¢ 9 3,51¢
Stock based compensat 83€ 83€
Interest rate cap mark-to-market (net of

deferred tax benefit of $1! 28 28
Allocation of benefit- ESOP 46,56 344 95(C 1,29«

Balance as of December 31, 2( 25,174,27 $328,82« $ 13,771 $ (712 - $132,69t $474,57¢
Net income for 200 54,317 54,317
Cash dividends on common st¢- $1.728

per share (49,704 (49,709
Issuance of 4,655,565 shares comi

stock- no par value 4,767,301 93,18¢ 93,18¢
Stock based compensat 99¢ 99¢
Allocation of benefit- ESOP 34,92¢ 92 712 804

Balance as of December 31, 2( 29,976,50 $422,006 $ 14,85¢ - - $137,30¢ $574,17¢

(&) There were 75,000,000 shares authot
in both 2009 and 20C

The accompanying Notes to Consolidated Finar
Statements are an integral part of the financakstents
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(A) STATEMENT OF ACCOUNTING POLICIES

UIL Holdings Corporation (UIL Holdings) primarily peerates its regulated utility business. The ytilitusiness consists of the elec
transmission and distribution operations of Thetebhillluminating Company (Ul). Ul is also a 50- joint venturer, together with NF
Energy, Inc., in GenConn Energy LLC (GenConn), ajgmt selected to build new peaking generation tplaimosen by the Connecti
Department of Public Utility Control (“DPUC”) to Igpaddress the stategrowing need for more power generation duringhbaviest loa
periods. UIL Holdings is headquartered in New Hgv€onnecticut, where its senior management maisitaffices and is responsible
overall planning, operating and financial functions

Accounting Records

The accounting records of UIL Holdings are mairgdiin conformity with generally accepted accounpmnigciples in the United States of
America (GAAP).

The accounting records for Ul are also maintaimeaccordance with the uniform systems of accourgsguibed by the Federal Energy
Regulatory Commission (FERC) and the DPUC.

Basis of Presentation

The Consolidated Financial Statements include tieewnts of UIL Holdings and its subsidiaries. tompany accounts and transactions
been eliminated in consolidation.

The preparation of financial statements in conftymiith GAAP requires management to use estimatesassumptions that affect (1)
reported amounts of assets and liabilities andl@isce of contingent assets and liabilities atdaée of the financial statements and (2)
reported amounts of revenues and expenses duenmgplorting period. Actual results could diffevrr those estimates.

Certain immaterial amounts reported in the Conatdid Balance Sheet and Consolidated Statementgif Elaws in previous periods hg
been reclassified to conform to the current presént.

In accordance with the Financial Accounting Stadddoards (FASB) issuance of the Accounting Standards @dibn (ASC) in July 200
all prior references to authoritative accountingdgace have been revised to conform to the ASC.

UIL Holdings has evaluated subsequent events thrdug issue date of its annual financial statemémbruary 17, 2010.
Regulatory Accounting

Generally accepted accounting principles for retgalantities in the United States of America allowto give accounting recognition to
actions of regulatory authorities in accordancenlie provisions of Accounting Standards CodifimatfASC) 980 “Regulated Operationgh
accordance with ASC 980, Ul has deferred recognitibcosts (a regulatory asset) or has recognibéidations (a regulatory liability) if it
probable that such costs will be recovered or alitigs relieved in the future through the ratemghprnocess. Ul is allowed to recover all s
deferred costs through its regulated rates. See (@), “Regulatory Proceedings,” for a discussainthe recovery of Uk stranded cos
associated with the portion of its assets and dipasarelating to the generation business divesteatcordance with the Connecticut elec
industry restructuring legislation of 1998 and sdisent years, as well as a discussion of the reguldecisions that provide for such recow
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (conti nued)

In addition to the Regulatory Assets and Liabititidentified on the Consolidated Balance Sheetdasdribed below, there are other regule
assets and liabilities such as certain deferrediahiities. Ul also has obligations under lotegm power contracts, the recovery of whic
subject to regulation. If Ul, or a portion of #ssets or operations, were to cease meeting tiegiarior application of these accounting rt
accounting standards for businesses in generaldametome applicable and immediate recognition gf@eviously deferred costs would
required in the year in which such criteria arelomger met (if such deferred costs are not recdtera the portion of the business 1
continues to meet the criteria for application d8@ 980). Ul expects to continue to meet the datéor application of ASC 980 for t
foreseeable future. If a change in accounting weiecur, it could have a material adverse effectl’s earnings and retained earnings in
year and could also have a material adverse affettl's ongoing financial condition.

UIL Holdings’ regulatory assets and liabilities@<December 31, 2009 and 2008 included the follgwin

Remaining December 31 December 31
Period 2009 2008

(In Thousands)

Regulatory Assets

Nuclear plant investmen- above marke (@ $ 313,83. $ 334,27¢
Income taxes due principally to bc-tax difference: (b) 36,63 52,85¢
Connecticut Yanke 6 year 20,69 22,72:
Unamortized redemption cos 12 to 24 yeal 14,51( 15,31
Stranded cost recove €) 7,87¢ 34,331
Pension and other pr-retirement benefit plar (c) 169,23: 199,19°
Contracts for difference (d) 137,73( 88,30¢
Deferred pension and p-retirement expens ® 10,23: -
Distribution retail revenue decoupli (9) 5,28¢ -
Other (b) 19,43¢ 14,50¢
Total regulatory asse 735,46¢ 761,52(
Less current portion of regulatory assets 58,47¢ 38,44:
Regulatory Assets, Ni $ 676,99: $ 723,07!
Regulatory Liabilities

Accumulated deferred investment tax cre 33year $ 5,051 $ 5,197
Deferred gain on sale of prope @ 37,79¢ 37,79¢
Middletown/Norwalk local transmission network sesvicollections 41 year 23,69¢ 24,26:
Excess generation service cha (e) 19,50¢ 13,85¢
Asset removal cos! (b) 1,99: 2,25¢
Other (b) 18,03¢ 19,66:
Total regulatory liabilities 106,08: 103,03:
Less current portion of regulatory liabiliti 23,14« 18,70¢
Regulatory Liabilities, Net $ 82,937 $ 84,32.

(a) Asset/Liability relates to the Competitive Tsdion Assessment (CTA). Total CTA costs recovargurrently projected to be completec
2015, with stranded cost amortization expectechtbie 2013,

(b) Amortization period and/or balance varies dejiam on the nature, cost of removal and/or remaitifie of the underlying assets/liabilitit
(c) Asset life is dependent upon timing of finahpmn plan distribution; balance is recalculatechegear in accordance with ASC 715
"Compensatio-Retirement Benefits" (Note G

(d) Asset life is equal to delivery term of relamzhtracts (which vary from approximatelh- 16 years); balance fluctuates based .
guarterly market analysis performed on the reldtivatives (Note K)

(e) Working capital allowance for generation seevitarge; will fluctuate based upon cash inflows auntflows in a given periot

(f Regulatory asset established for $10.2 millidr2009 pension and OPEB expense which will beved in 2010

(g) Regulatory asset or liability relating to reuerdecoupling; effective January 1, 2010, the Campscollecting a portion of the 2009
decoupling which will be trued up in February 201i@1ing of recovery of 2010 decoupling is to be rxdded by DPUC in future proceedin
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (conti nued)

Property, Plant and Equipment

The cost of additions to property, plant and eqiphand the cost of renewals and betterments aiatized. Cost consists of labor, mater
services and certain indirect construction costsluding an allowance for funds used during comsiion. The costs of current repairs, m
maintenance projects and minor replacements angethdo appropriate operating expense accountacasréd. The original cost of util
property, plant and equipment retired or othervdisposed of and the cost of removal, less salvagecharged to the accumulated provi
for depreciation.

Ul accrues for estimated costs of removal for dertd its plant-inservice. Such removal costs are included in thraymed rates used
depreciate these assets. At the end of the sdiféaaf the applicable assets, the accumulatedetagtion in excess of the historical cost of
asset provides for the estimated cost of remolahlccordance with ASC 410 “Asset Retirement anditenmental Obligations”, UE accrue
costs of removal have been recorded as a regulbsdmiity. Accrued costs of removal as of DecemB&, 2009 and 2008 were $2.0 mill
and $2.3 million, respectively.

UIL Holdings' property, plant and equipment as afd@mber 31, 2009 and 2008 were comprised as fallows

2009 2008
(In Thousands)
Utility:
Transmission plar $ 493,09 $ 479,85¢
Distribution plant 699,86t 661,93
General plan 90,71( 82,06:
Software 91,28¢ 81,03’
Land 31,51« 23,67(
Other plant 25E 25E
Subtota 1,406,72¢ 1,328,811
Non-utility business unit: 2,082 2,082
Total property, plant & equipme 1,408,81.  1,330,90.
Less accumulated depreciati
Utility 377,86¢ 342,15(
Non-utility business units 2,082 1,974
Subtotal accumulated depreciat 379,95: 344,12
1,028,86! 986,77
Construction work in progres 124,14:; 86,81
Net property, plant & equipme $ 1,153,00. $ 1,073,58

Allowance for Funds Used During Construction (AFUDQ

In accordance with the uniform systems of accouhtsCompany capitalizes AFUDC, which represengsajpproximate cost of debt and eq
capital devoted to plant under construction. Thaipn of the allowance applicable to borrowed fairzohd the allowance applicable to eq
funds are presented as other income in the CordetidStatement of Income. Although the allowarmeschot represent current cash incon
has historically been recoverable under the ratémggbrocess over the service lives of the relategperties. Weightedverage AFUDC rat
in effect for 2009, 2008 and 2007 were 2.44%, 6.20%b 6.78%, respectively. The decrease in the 2&@9was primarily due to a decreas
the balance of plant under construction from 2@08a09 as well as a decrease in the average ghortititerest rate.

Depreciation
Provisions for depreciation on utility plant for dlopurposes are computed on a stralgtg-basis, using estimated service lives. Fdity

plant other than software, service lives are deteethby independent engineers and subject to reaiedvapproval by the DPUC. Softw
service life is based upon management'’s estimatseful life. The
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (conti nued)

aggregate annual provisions for depreciation feryiears 2009, 2008 and 2007 were approximately 337880, and 4.0%, respectively, of
original cost of depreciable property.

Income Taxes

In accordance with ASC 740 “Income Taxes”, UIL Halgs has provided deferred taxes for all tempotaogktax differences using t
liability method. The liability method requiresathdeferred tax balances be adjusted to refleattedduture tax rates that are anticipated 1
in effect when the temporary differences revelseaccordance with generally accepted accountimgiples for regulated industries, Ul |
established a regulatory asset for the net revesmigirements to be recovered from customers fordtaged future tax expense associated
certain of these temporary differences. For raténgapurposes, Ul normalizes all investment taxditsee(ITCs) related to recoverable pl
investments.

Under ASC 740, UIL Holdings may recognize the taxdfit of an uncertain tax position only if managembelieves it is more likely than |
that the tax position will be sustained on examamaby the taxing authority based upon the techHniverits of the position. The tax bene
recognized in the financial statements from supbsition should be measured based upon the ldbgesfit that has a greater than fifty per
likelihood of being realized upon ultimate settletheUIL Holdings adopted the provisions of ASC 748 January 1, 2007 and did

recognize any additional liability for unrecogniziee benefits, or accrue any interest or penaliEsociated with uncertain tax benefits, ¢
January 1, 2007. During 2007, 2008, and 2009, Mbldings did not recognize any increase in unrecaghtax benefits as a result of positi
taken during any such period or any prior peridd. a result, as of December 31, 2009, UIL Holdidg$ not have any unrecognized

benefits. The Company is not aware of any eveait ¢buld occur in the next twelve months that wazddse the amount of unrecognizec
benefits to increase significantly.

UIL Holdings’ policy is to recognize interest accrued, and p@wlassociated with, uncertain tax positions a®raponent of operatit
expense. During 2009, 2008, and 2007, no intesegenalties associated with uncertain tax positiosere recognized, and as of eac
December 31, 2009 and 2008, no interest or peaatie reflected in the Consolidated Balance Sheet.

Revenues

Regulated utility revenues for Ul are based on enigkd rates applied to each custorserse of electricity. These retail rates are apgmidy
the DPUC and can be changed only through formalgadings. Transmission revenues are federallyatgliby the FERC.

Ul utilizes a customer accounting software packatggrated with the network meter reading systerastimate unbilled revenue (installal
method). The installation method allows for thé&uakation of unbilled revenue on a customerdmstomer basis, utilizing actual daily mt
readings at the end of each month to calculatewropton and pricing for each customer. A significportion of utility retail kilowatthoui
consumption is read through the network meter repdiystem. For those customers still requiring uadmeter readings, consumptiol
estimated based upon historical usage and acticatigpfor each customer.

Comprehensive Income

Comprehensive income was equal to net income feryéar ended December 31, 2009. Comprehensivenmdor the two years enc
December 31, 2008 and 2007 was equal to net incla®®.an immaterial amount, after-tax, resultirrfran interest rate cap mark+tarke
adjustment related to $64.5 million principal ambahPollution Control Refunding Revenue Bonds.

Cash and Temporary Cash Investments

For cash flow purposes, UIL Holdings considershahly liquid debt instruments with a maturity dif¢e months or less at the date of purc
to be cash and temporary cash investments.

-52-




WPD-6
Table Of Contents Screening Data Part 2 of 2
UIL HOLDINGS CORPORATION Page 5942 of 7002

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (conti nued)

Restricted Cash

Ul's restricted cash at December 31, 2009 and 20@88db$3.7 million and $11.1 million, respectivelyhich primarily relates to certe
retention amounts concerning the Middletown/NorwBlansmission Project (the “Projectihich have been withheld by Ul and will remail
place until the verification of fulfillment of corgctor obligations.

Equity Investments

Ul's investment in the Connecticut Yankee Atomic Po@empany (Connecticut Yankee), a retired nucleaegging company in which |
has a 9.5% stock interest, is accounted for onqaiityebasis. This net investment amounted to $@ilBon and $1.2 million at December .
2009 and 2008, respectively. Ul received a diviisrom Connecticut Yankee in April 2009 and a stoettemption of $0.6 million in Octok
2009. The Connecticut Yankee nuclear unit wasetin 1996 and has been decommissioned. See(Jpt€ommitments and Contingenc
- Connecticut Yankee Atomic Power Company.”

In February 2008, Ul and an NRG affiliate formednGenn Energy LLC (GenConn), a 50-joint venture, for the purpose of construc
peaking generation in Connecticut. $Jlhvestment in GenConn is being accounted fomasqaiity investment, the carrying value of whic
immaterial as of December 31, 2009. Upon attairtroéoommercial operation, which is scheduled fameJ 2010 and June 2011 for the De
and Middletown plants, respectively, amounts lodmgtll to GenConn will be converted to equity.

Pension and Other Postretirement Benefits

UIL Holdings accounts for pension plan costs aftéopostretirement benefits, consisting principafifiealth and life insurance, in accorde
with the provisions of ASC 715 “Compensation - Ratient Benefits”. See — Note (G), Pension and (Bleeefits.

Impairment of Long-Lived Assets and Investments

ASC 360 “Property, Plant, and Equipment” requites tecognition of impairment losses on Idivggd assets when the book value of an i
exceeds the sum of the expected future undiscowatstd flows that result from the use of the assdtis eventual disposition. If impairm
arises, then the amount of any impairment is measbased on discounted cash flows or estimateddhie.

ASC 360 also requires that ratgulated companies recognize an impairment losnvehregulator excludes all or part of a cost frames
even if the regulator allows the company to earstarn on the remaining costs allowed. Under stésdard, the probability of recovery |
the recognition of regulatory assets under theatof ASC 980 must be assessed on an ongoing. bAsidescribed in ASC 980 earlier in
section, determination that certain regulatory @sse longer qualify for accounting as such coudddéha material impact on the finan
condition of both Ul and UIL Holdings. At Decemift, 2009, Ul, as a rategulated entity, did not have any assets that wepaired unde
this standard.

Discontinued Operations / Assets Held for Sale

Under ASC 360, a lontived asset or group of assets (disposal grouplasssified as discontinued operations when (1xtmpany commits
a plan to sell the long-lived asset (disposal gyaithin a 12month period, (2) there will be no significant doming involvement followin
the sale, and (3) certain other criteria set fortthe statement are satisfied. In such a case:

« The longlived asset (disposal group) will be measured atltlwer of its carrying value or fair value, lesssts to sell, and will &
classified as held for sale on the ConsolidatecBzd Shee

« The long-lived asset (disposal group) will not leptciated (amortized) while it is classified aklter sale.

« The related operations of the loliged asset (disposal group) will be reported asaltinued operations in the Consolidated State
of Income, with all comparable periods resta

« The operations and cash flows of the disposal gevagexpected to be eliminated from ongoing opamati
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In April 2006, UIL Holdings classified its whollpwned subsidiary, Xcelecom as held for sale. Majasses of assets and liabilities of
discontinued operations of Xcelecom consist ofrenirassets of $3.7 million, consisting primarifyreceivables; and current liabilities of $
million, consisting mainly of accrued insurance gialgs.

Earnings per Share

The following table presents a reconciliation ¢ thasic and diluted earnings per share calculafantte years 2009, 2008 and 2007:

Income Average
Applicable to Number of Earnings
Shares
Common Stock Outstanding per Share
(In Thousands, except per share amountt

2009
Income from Continuing Operatiol $ 54,45¢ 28,027 $ 1.94
Discontinued Operations, Net of T (142) 28,021 -
Net Income 54,317 28,02: 1.94
Effect of Dilutive Securities (1 - 24¢€ (0.07)
Diluted Earnings $ 54,317 28,27 $ 1.9¢

2008
Income from Continuing Operatiol $ 48,38t 25,11 % 1.9¢
Discontinued Operations, Net of T (237) 25,11 (0.01)
Net Income 48,14¢ 25,11/ 1.92
Effect of Dilutive Securities (1 - 363 (0.09)
Diluted Earnings $ 48,14¢ 25477 $ 1.8¢

2007
Income from Continuing Operatiol $ 46,69: 2498t $ 1.87
Discontinued Operations, Net of T (1,996 24,98¢ (0.0§)
Net Income 44,69 24,98¢ 1.7¢
Effect of Dilutive Securities (1 - 31¢ (0.02)
Diluted Earnings $ 44,69 25,29¢ $ 1.77

(1) Reflecting the effect of dilutive stock optionstfgrenance shares and restricted stock. Dilutivewsiies diluted earnings fro
continuing operations by $0.01, $0.03 and $0.02gt&re in 2009, 2008 and 2007, respectively. Déusecurities did not dilute t
loss from discontinued operations in 2009, 2002@07.

Options to purchase 140,152 and 316,035 sharesnonon stock were outstanding during 2009 and 268ectively, but were not incluc
in the computation of diluted earnings per shamahee the optiongxercise prices were greater than the average imaike of the commc
shares during such period. Outstanding optionsutchase shares of common stock outstanding wehedied in the computation of dilut
earnings per share for the year ended Decemb@(BY,

Stock-Based Compensation

Under the UIL Holdings 1999 Amended and RestatediSPlan (Plan), UIL Holdings implemented a perfanoe-based lontgrm incentiv:
arrangement pursuant to which certain members ofagement have the opportunity to earn ageermined number of performance sh:
the number of which is predicated upon the achiergnof various prelefined performance measures. These performararesshest at tl
end of the three-year cycle with the actual issaasfcUIL Holdings’ common stock in respect of swgttares following the end of each three-
year cycle. A new threyear cycle begins in January of each year.
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UIL Holdings records compensation expense for thpeséormance shares ratably over the three-yeaogéexcept in the case of retirement-
eligible employees, for whom compensation experseémmediately recognized in accordance with ASC 7C8®mpensation -Stock
Compensation”pased on the value of the expected payout at th®@Eeach year relative to the performance measageigved. An addition
$0.6 million of compensation expense was recordethé first quarter of 2009 with respect to retiesneligible employees based on
application of ASC 718 retirement-eligible proviss

A target amount of 104,320 performance shares wasted in March 2009; the average of the high amdrharket price on the date of gr
was $22.34 per share. In March 2009, upon thengesf performance shares previously granted, 2B di&ares were issued to membel
management anceceipt of 18,873 shares was deferred as stock.ufiie number of shares that ultimately will bsued is subject to t
personal income tax elections of the applicableleyges.

In March 2009, UIL Holdings granted a total of 333ghares of restricted stock to its President aniéf(Executive Officer (CEO), James
Torgerson, under the Plan and in accordance witlemployment agreement; the average of the highcandnarket price on the date of gr
was $22.34 per share. Compensation expense fordkiricted stock is recorded ratably over the-figar vesting period for such restric
stock.

In March 2009, UIL Holdings granted a total of 4200shares of restricted stock to nexecutive directors under the Plan; the averagbe
high and low market price on the date of grant $22.34 per share. Compensation expense for thisated stock is recorded ratably over
three-year vesting period for such restricted st@ekcept in the case of retiremegitgible directors, for whom compensation expers
immediately recognized in accordance with ASC 7b8@ensatiorStock Compensation) based on the value of the ¢éxggayout at the e
of each year. In March 2009, 20,000 shares ofiposly-granted restricted stock grants to directors vesiedhich 8,000 shares were iss
to directors who had not elected to have theiraceshares deferred as stock units.

Compensation expense of $1.3 million, $1.1 milleoxd $0.8 million, was recognized for the years dndecember 31, 2009, 2008 and 2!
respectively, related to the aforementioned rastlistock.

As of December 31, 2009 and 2008, UIL Holdings th&8,399 and 133,738 shares and deferrals of restritock with a weighted aver:
grant price of $28.88 per share and $31.35 peeshaspectively. In 2009 and 2008, 12,692 shardsld,692 shares, respectively, of restri
stock previously granted to executives and diractested.

New Accounting Standards

ASC 105 “Generally Accepted Accounting Principlestablishes the ASC as the source of authoritatte®unting principles recognized
the FASB to be applied by nongovernmental entitiethe preparation of financial statements in comiity with generally accepted account
principles. ASC 105 is effective for financial t&ments issued for interim and annual periods endiiter September 15, 2009 and
impacted financial statement disclosures refergn@nthoritative accounting guidance. Such refereree in accordance with the r
codification. There was no impact on UIL Holdingsnsolidated financial statements.

ASC 810 “Consolidation’tequires, for fiscal years, and interim periodshimitthose fiscal years, beginning on or after Deoeml5, 200¢
noncontrolling interest or “minority interestd be clearly identified in the equity section dietConsolidated Balance Sheet, and inc
attributable to the noncontrolling interest to beegented separately on the face of the Consolidatatement of Income (Loss). Th
requirements did not have an impact on UIL HoldinGensolidated Balance Sheet, Consolidated Statewfehtcome or Consolidat
Statement of Cash Flows. ASC 810 “Consolidatiolsbaequires an enterprise to perform an analysidetermine whether the enterprise’
variable interest or interests give it a contrglifinancial interest in a variable interest entifyhese requirements are effective as o
beginning of the first annual reporting period thagins after November 15, 2009, for interim pesiedthin that first annual reporting peri
and for interim and annual periods thereafter.sThiidance is not expected to have a material itmadJIL Holdings’ Consolidated Balan
Sheet, Consolidated Statement of Income or CoreteliiStatement of Cash Flows.
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ASC 860 “Transfers and Servicingiust be applied as of the beginning of the firstua reporting period that begins after November2®9
for interim periods within that first annual regag period, and for interim and annual periodsehéer. This statement is not expected to
an impact on UIL Holdings’ Consolidated Balance &h€onsolidated Statement of Income or Consolii&tatement of Cash Flows.

For interim or annual financial periods ending eftene 15, 2009, ASC 855 “Subsequent Evergqliires an entity to disclose the date thre
which subsequent events have been evaluated, dsasvelhether that date is the date the financitiestents were issued or the date
financial statements were available to be issudds requirement resulted in additional disclosimethe Notes to Consolidated Finan
Statements but did not have an impact on UIL HgsdirConsolidated Balance Sheet, Consolidated Stateofelitcome or Consolidat:
Statement of Cash Flows.

ASC 805 “Business Combinations” requires, for fisgaars beginning on or after December 15, 2008aequirer to recognize thasset
acquired, the liabilities assumed, and any nonodirtg interest in the acquired entity to be measuat fair value at the acquisition date
addition, acquisition-related costs must be expgmse¢he periods in which the costs are incurred e services receivedASC 805 define
the acquirer as the entity that obtains controbré or more businesses in the business combinatidrestablishes the acquisition date a
date that the acquirer achieves control. Thesgirements did not have an impact on UIL HoldinGgnsolidated Balance Sheet, Consolid
Statement of Income or Consolidated Statement ehGéows.

ASC 815 “Derivatives and Hedging” requires, forclis years beginning after November 15, 2008, enddirtisclosures about an entgty’
derivative and hedging activities. These requireiseesulted in additional disclosure in the Ndate€onsolidated Financial Statements bu
not impact UIL HoldingsConsolidated Balance Sheet, Consolidated Stateaidntome or Consolidated Statement of Cash Flo8&e Not
(C), “Regulatory Proceedings — Contracts for Déferes”, for additional disclosures related to AS6.8

ASC 715 “Compensation-Retirement Benefitsjuires enhanced disclosures about postretirebseefit plan assets and is effective for fi
years ending after December 31, 2009. This requérg impacts disclosures only and will not havemapact on UIL Holding' Consolidate
Balance Sheet, Consolidated Statement of Incon@posolidated Statement of Cash Flows.

B) CAPITALIZATION
Common Stock

On May 20, 2009, UIL Holdings priced a public offey of 4,000,000 shares of common stock at $21€0spare. On May 29, 2009,
underwriters of this public offering of common dtaexercised their oveatlotment option to purchase an additional 600,60®mon shares
the same terms. Net proceeds of the offering,uding the ovemllotment option, were $91.4 million, after expemsend underwritin
discounts, and were accounted for as an additi@otamon stock on the consolidated balance shewt. Cbmpany used these proceeds tc
down short-term debt and for general corporate gaep.

UIL Holdings had 29,929,591 shares of its commailstno par value, outstanding at December 31, 20@925,274,026 shares of its comi
stock, no par value, outstanding at December 308 20ncluded in such shares were 79,121 share$4dd5 shares of restricted stock &
December 31, 2009 and 2008, respectively, thahatgecognized as outstanding for purposes of taiog basic earnings per share du
such shares not yet being vested. The sharegndisy as of December 31, 2008 also included 34s82ées that were unallocated shares
by Ul's 401(k)/Employee Stock Ownership Plan (KSOP) whigre also not recognized as outstanding for pepad calculating bas
earnings per share. Ul loaned $11.5 million to K®OP to purchase shares in open market transactibine shares were allocatec
employeesKSOP accounts as the loan was repaid and compensagpense was recorded upon allocation basedediaitimarket value of tl
stock. The loan was repaid by the KSOP over gei-period ending October 1, 2009, using emplogetributions and dividends paid on
unallocated shares of the stock held by the KSDiRidends on allocated shares were charged tonedagarnings.
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In addition to the outstanding shares, as of Deegrlh, 2009, 126,036 shares of restricted stockpanfbrmance shares, the receipt of w

was deferred by the recipients, have vested anctaognized as outstanding for purposes of calogjdtasic earnings per share.

Stock option transactions for 2009, 2008 and 20@7aa follows

Average
Number Option Price Exercise
of Options per Share Price

Balance- December 31, 20C 458,34« $ 21.66$345. $ 31.4C
Granted - N/A N/A
Forfeited - N/A N/A
Exercisec (1,09 $ 24.2(-$28.1: $ 27.51
Balance- December 31, 200 457 244 $ 21.6¢%$34.5. $ 31.4C
Granted - N/A N/A
Forfeited (7,500 N/A N/A
Exercised (46,276 $ 21.68-7.11 $ 25.1¢
Balance — December 31, 2008 403,47. $ 21.68$345. $ 32.07
Granted - N/A N/A
Forfeited (234,97)) N/A N/A
Exercised - N/A N/A
Balance- December 31, 200 168,50: $ 21.6¢$3451 $ 30.32
Exercisable at December 31, 2( 454 47( $ 21.66$345. $ 31.41
Exercisable at December 31, 2C 403,47 $ 21.66$345: % 32.01%
Exercisable at December 31, 2( 168,50(1) $ 21.6&¢%$34.5. $ 30.32

(1) The intrinsic value of exercisable stock opsi@t December 31, 2009 was $0.1 milli

As of December 31, 2009, 2008 and 2007, the weilglverage remaining contractual lives for those astioutstanding were 2.0 years,
years, and 3.2 years, respectivi

As of December 31, 2009, total stock option comp#as costs were zero, performance share costs $2e8emillion, and restricted stock cc
related to non-vested awards not yet recognizea &r5 million. The weightedverage period over which the stock option compém
costs, performance-share cost and restricted ststkwill be recognized is zero months, 10 montits B2 months, respectively.

Cash received from options exercised under alleshased payment arrangements for the years endednbec&1, 2009, 2008 and 2007,
zero, $1.2 million and an immaterial amount, resipety. The actual tax benefit realized for the teeductions from the exercises totaled :
$0.2 million and an immaterial amount, respectively

The shares issued to non-employee directors axenditmm the NonEmployee Director Common Stock and Deferred Comgatéons Plan ¢
the 2008 Stock and Incentive Compensation Plampl&ee performance shares and options had prdyideen drawn from the 19
Amended and Restated UIL Holdings Corporation S®len and were drawn from the 2008 Stock and Iime@ompensation Plan beginn
in 2009.
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Long-Term Debt
December 31
2009 2008

(In Thousands)

Pollution Control Revenue Refunding Bon

5.75%, 1996 Series, due June 1, 2026 $ 750 $ 7,50(
3.65%, 1997 Series, due July 1, 2027 27,50( 27,50(
7.13%, 1997 Series, due July 1, 2027 71,00( 71,00(
6.88%, 1999 Series, due December 1, 202¢ 25,00( -
Auction Rate, 2003 Series, due October 1, 2035 64,46( 64,46(
Notes:

4.89% Senior Notes, Series B, due December 12, - 51,00(
7.23% Senior Notes, Series A, due February 15, 8,572 12,857
7.38% Senior Notes, Series B, due February 151 45,00( 45,00(
6.06% Senior Notes, Series A, due September 5, 40,00( 40,00(
6.06% Senior Notes, Series B, due December 6, 30,00( 30,00(
6.46% Senior Notes, Series A, due November 3, ! 50,00( 50,00(
6.51% Senior Notes, Series B, due December 1, 50,00( 50,00(
6.61% Senior Notes, Series C, due December 1, 50,00( 50,00(
6.26% Senior Notes, Series C, due September 5, 44,00( 44,00(
6.26% Senior Notes, Series D, due December 6, 33,00( 33,00(
5.61% Senior Notes, due March 10, 2( 50,00( -
6.51% Senior Notes, Series E, due September 5, 16,00( 16,00(
6.51% Senior Notes, Series F, due December 6, 12,00( 12,00(
Equity Bridge Loar 107,77. -
Long-Term Debt $ 731,80 $ 604,31
Less: Current portion of long-term debt 58,25¢ 55,28¢
Net Lon¢-Term Debi $ 673,54¢ $ 549,03:

(1) The interest rate on these Bonds was fixed at 3.00%ebruary 1, 2004 for a fivgear period ending February 1, 2009. On Februa)
2009, these Bonds were remarketed, and the intexsstvas set at 5.75% for a thryear period ending February 1, 201

(2) The interest rate on these Bonds was fixed at 3.68%ebruary 1, 2005 for a fivgear period ending February 1, 2010. On Februa
2010, the Bonds were refunded with the proceeds fhe issuance of $27.5 million of taxempt bonds on January 28, 2010 at an int
rate of 4.5% for a fiv-year, t-month period ending July 1, 201

(3) The interest rate on these Bonds was fixed at 3.80%ebruary 2, 2004 for a fivgear period ending February 1, 2009. On Februa
2009, these Bonds were remarketed, and the intetestvas set at 7.125% for a th-year period ending February 1, 201

(4) The interest rate on these Bonds was fixed at 3.86%ebruary 5, 2003 for a fo-year, 1(-month period ending December 3, 2007.
December 3, 2007, the interest rate was reset 8@86% to 3.90% for a oryear period ending December 1, 2008. On Decemp2008
Ul purchased the Bonds. See the discussion beloadflitional information on the Bond

(5) The interest rate on these Bonds is reset throughuetion held every 35 days. On December 28, 20@9interest rate on the Bonds \
0.463%.

The fair value of UIL Holdings’ londerm debt was $759.4 million and $588.8 millionch$ecember 31, 2009 and 2008, respectively, v

was estimated by UIL Holdings’ investment bankeasdd on market conditions. The expenses to igsugtérm debt are deferred ¢
amortized over the life of the respective debtéssuthe fixed interest-rate period in the casBafution Control Revenue Refunding Bonds.
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Information regarding maturities and mandatory repigons/repayments are set forth below:

2010 2011 2012 2013 2014 & thereafter
(In Thousands)
Maturities $58,256 $103,08¢ $- $- $570,46C

Ul remarketed $78.5 million of tasxempt bonds in February 2009, $7.5 million of wahicere remarketed at a fixed interest rate of 5.7&f
three-years and $71 million of which were remartieir a fixed interest rate of 7.13% for three pean March 2009, $25 million of tax-
exempt bonds were refunded with proceeds from gheaince of $25 million of tasxempt bonds at a fixed interest rate of 6.88%ttioee
years. In December 2009, Ul issued $50 millionl@bt with a maturity date of March 10, 2025 atxadi interest rate of 5.61%. On Februal
2010, $27.5 million of tax-exempt bonds were refohdvith the proceeds from the issuance of $27.3iomilof tax-exempt bonds ¢
January 28, 2010, at a fixed interest rate of 4&®&five years and five months.

On April 27, 2009, Ul closed on a bank financinglie amount of $121.5 million with a syndicate ahks (the Equity Bridge Loan or EB

the proceeds of which will be used by Ul to fund @ommitments as a 50% owner of GenConn. Ul esp#eit GenConn will dire

approximately $57 million of such amount to GenCdbavon LLC (GenConn Devon) and approximately $6hilion to GenCon

Middletown LLC (GenConn Middletown), each of whigha wholly owned subsidiary of GenConn, for usegha construction of peaki

generation facilities by those entities. Ul wilkagv on this facility as needed to fund its commititseto GenConn as construci

progresses. Ul does not have any further fundiommitments to GenConn at this time and does notramiee any of GenCorsv
obligations. Borrowings under this facility as@&cember 31, 2009 were $107.8 million.

GenConn obtained project financing on April 27, 200 a separate transaction that makes $243 midliailable to GenConn for construct
and related activities, and $48 million availableder a working capital facility (collectively, theroject Financing). Ul expects that th
funds, together with the funds committed by Ul @ednConn$ other 50% owner, NRG Energy, will be sufficieatdllow GenConn
complete the construction of its planned peakingegation facilities.

The EBL must be repaid upon the earlier of its migtulate or the attainment of commercial operatiwhich is expected to be June 201(
GenConn Devon and June 2011 for GenConn Middletolire initial maturity date of the loan is April 22010, and may be extended to .
1, 2011, so long as on the date of extension proatstruction is continuing and the Project Finagés not due and payable.
As a result of GenConn obtaining the Project FiirancUIL Holdings’ obligations were terminated under guarantee agnetsniehad mac
with an affiliate of General Electric Company (GI) connection with the purchase of GE turbines bgnGonn Devon and GenCc
Middletown.

(C) REGULATORY PROCEEDINGS
Connecticut Department of Public Utility Control (DPUC)
Rates
In rulings throughout 2009, the DPUC issued italfidecision regarding Ul's application requestimgirecrease in distribution rates (th200¢
Decisions”), the results of which included a $6.8 million incgean revenue requirements for 2009, compared @8.28ecause a larg

previously approved increase in revenue requiresniamt2009 had gone into effect January 1, 2009¢etiirned approximately $0.97 million
ratepayers through a one-time adjustment in ARUR
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The 2009 Decisions provided for an allowed distiitru return on equity of 8.75%, a decrease from greviously approved 9.75%, an
capital structure of 50% equity and 50% debt, cambao the previously approved 48% equity and 52%t.d The 2009 Decisions contini
the prior earnings sharing mechanism structurelyagpto the new 8.75% allowed return, whereby 56#any earnings over the allow
twelve month level is returned to customers and $%tained by Ul. Given the effective date of #009 Decisions, U8’ weighted avera
allowed distribution return on equity for 2009 wa84%. Additionally, the 2009 Decisions provided full revenue decoupling of distributi
revenues from sales, recovery of updated pensidipastretirement expense for 2010, a partial reiiation for the asissued cost of new de
and an additional increase in distribution reveraggiirements of $19.4 million for 2010.

The 2009 Decisions also provided for the estableshinof a regulatory asset to address the portiothefactual increase in pension

postretirement expense for 2009 and 2010 that veasintluded in rates. For 2009, a $10.2 milliomulatory asset was approved

established, for which full recovery in 2010 ratess subsequently approved by the DPUC; accordiiitglyi]l be removed from rates effecti
February 4, 2011. The DPUC also approved the 2€d4$h recovery of $11.4 million for W'’ current estimate of 2010 pension

postretirement expense not previously includedias.

In December 2009, Ul received a letter ruling apprg rates effective January 1, 2010 incorporating above mentioned distribution r
changes along with previously approved changehdd3eneration Services Charges (GSC), Bgpassable Federally Mandated Conge:
Charges (NBFMCC), transmission and system benefiésge resulting in no change in the total rateafoesidential Rate R customer v
standard service generation. Additionally, lastore service GSC rates for the January 1, 2010ugfiraMarch 31, 2010 time period w
approved.

Approval of the Issuance of Debt

On February 18, 2009, the DPUC approved an apitéited by Ul to afford Ul additional flexibilitto market outstanding taexempt bonc
in the municipal bond market. Specifically, Ul vegted approval to refund with the proceeds ofdbgance of new bonds, without insura
$25.0 million, $27.5 million and $64.5 million pdipal amount of taxexempt bonds outstanding. In December 2008, Uthaged $25
million principal amount of taxexempt bonds, which were refunded with the procdema the issuance, without insurance, of $25.0iom
tax-exempt bonds in March 2009. On January 2802827.5 million principal amount of a taxempt bonds were issued without insure
the proceeds of which were used to refund $27.5iamiprincipal amount of insured bonds on Februas2010. Ul plans to refund $6.
million principal amount of Auction Rate Bonds atch time and on such terms as municipal bond masketlitions allow. For furth
information, refer to Part |, Iltem 7A, “Quantitagivand Qualitative Disclosures About Market Risk.”

Generation

GenConn is a 5690 joint venture of Ul and NRG. In 2008, the DPW€lected two projects proposed by GenConn to hdbres
Connecticut’s growing need for more power generatioring the heaviest load periods.

Two peaking generation projects, each with a nohtdapacity of 200 megawatts (MW), are being corcderd at NRGS existing Connectic
plant locations in Devon and Middletown. GenCanmevon plant is scheduled to be in commercial atpmr by June 2010, and
Middletown plant is scheduled to be in commercipémtion by June 2011. As a regulated companyC@en recovers its costs unde
contract for differences (CfD) agreement which astcof service based. GenConn has signed CfDbdir projects with CL&P. The cost
the contracts will be paid by customers and willsbéject to a costharing agreement whereby approximately 20% ottt is borne by (
customers and approximately 80% by CL&P customers.

Given the anticipated commercial operation datelierDevon plant of June 2010, GenConn filed itpiived rate case request with the DF
in December 2009 seeking approval of 2010 reveegeirements.
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As a result of changed market conditions and ugbedst information, GenConn project costs haveeiased over the proposal it had origin
submitted to the DPUC. The increase was drivemanily by increased financing costs and the codiuitd interconnection facilities at t
Middletown site. The DPUC has ruled that pruderitigurred financing costs, interconnection costd #axes will be recoverable a
therefore, GenConn expects to recover such cdsts. CfDs will provide for a true-up of revenuerr the ISO New England (ISNE)
markets in which GenConn patrticipates to DPUC apglaevenue requirements.

Other

Ul generally has several regulatory proceedingsnaped pending at the DPUC at any given time. Exampf such proceedings include
annual DPUC review and reconciliation of 8ICompetitive Transition Assessment (CTA) and Syst8enefits Charges (SBC) revenues
expenses, dockets to consider specific restrugwirelectricity market issues, consideration afcéfic rate or customer issues, and revie
conservation programs.

Ul files semi-annual trueps with the DPUC regarding Bypassable Federallydidted Congestion Charges (BFMCC) and NBFMCC. 4
customer charges relate to “congestion costsSociated with not having adequate transmissifrasinucture to move energy from
generating sources to the consumer and costs as=bevith maintaining the reliability of electriersice, such as Reliability-Muftun (RMR
contracts with generators. These costs change tiroeto time and the semi-annual trues provide a mechanism for the electric distritm
companies to adjust the charges to customersitbat the companies to recover the Federally Mardi&@engestion Charges (FMCC).

In June 2008, the State of Connecticut defeasestamding rate reduction bonds which were originédsued by the state in 2004 for
purpose of securitizing a portion of customer rexenintended for the Conservation and Load Manage(@£LM) and REI funds. Prior"
the defeasance, debt servicing for these bondpreasded for through a reduction to the C&LM andIRBarges and a corresponding incr
in the CTA charge on custometslls. The defeasance of these bonds restoredzippately $6.5 million of annual revenues to Ul athiwert
specifically designated for the C&LM and REI furtdsbe utilized for C&LM or REI expenditures.

Pension and Postretirement Expenses

In response to the Internal Revenue Service (IR8)dated change in mortality tables utilized fotaierEmployee Retirement Income Sect
Act of 1974 (ERISA)related liability calculations, effective January2D07, the DPUC allowed regulatory treatment far ¢hange in pensi
and postretirement expenses resulting from theotifee new mortality tables. In the 2009 Decisithvg DPUC approved the recovery of tf
expenses over a four-year period beginning in 20890f December 31, 2009, the remaining regulastmset was approximately $3.2 million.

The 2009 Decision also provides for the establisitnoé an annual regulatory asset to address agoodi the actual increase in pension
postretirement expense for each of 2009 and 28&00f December 31, 2009, Ul has recorded a regylasset of approximately $10.2 milli
which will be recovered fully in 2010. Additiong)l$11.4 million will be included in rates in 20%6r UI's estimate of 2010 pension
postretirement expense.
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Legislation & Regulation

Background

From time to time, state legislation impacts theragion of the electric utility industry in Conniectt. The electric industry in Connecticut \
significantly restructured commencing in 1998. isigion enacted since then (as described belowfiraees to address various ene
issues. There was no significant legislation p&s€008 and 2009 concerning the utility industry.

Electric Restructuring As a result of Public Act 98-28, Public Act 03813s amended in part by Public Act 03-221, Puhtit 05-1 (Jun
Special Session), and Public Act 07-242 (colledyivthe Restructuring Legislation), Ul's distribart and transmission rates are “unbundled”
on customersbills, which also include separate charges forGbenpetitive Transition Assessment (CTA), Genera8emnvices Charge (GS!

a combined public benefits charghat includes the C&LM charge, Renewable Energyestment (REI) charge, and Systems Benefits Cl
(SBC), and Federally Mandated Congestion ChargeC(Es), each as defined in the Restructuring Letitsia

Transitional Standard Offer Incentivhe 2003 legislation provided for the DPUC taabfish an incentive plan for the procurement ofglon
term contracts for transitional standard offer gernthat compares W'actual average contract price to a regional geepaice for electricit
making adjustments as deemed appropriate by theR{JUI's price was lower than the average, the legislgtimvided for the plan
allocate $0.00025/kilowattour of transitional standard offer service to dtribution company. The DPUC issued a final gieci in Januai
2009 that found Ul was not eligible for a procuremiacentive for 2004. Ul appealed the DPY@@hal decision to the state superior court.
decision filed February 5, 2010, the superior calgtermined that the DPUC did not apply the pragtandard in determining whether
qualified for the incentive and that the DPUC matleer errors, and remanded the case to the DPUftifilver proceeding in accordance v
the court's decision.

Energy Independence Actn July 2005, the Energy Independence Act (El&gdme law in Connecticut. The EIA in large padvides fo
incentives to promote the development of projectd eesources that are intended to reduce FMCCspeamddes that electric distributi
companies will recover their costs and investmeggsilting from the law through a number of mechasisincluding the FMCC on customers’
bills.

2007 Energy Act In July 2007, the 2007 Energy Act became law @mi@cticut. The 2007 Energy Act contains numegosisions primaril
regarding the electric industry. The 2007 Energyt Pesulted in the DPUG’ selection of certain peaking generation projéitsiuding
GenConn's proposal to build capacity at NR@Xisting plants in Middletown and Devon). Purgua the 2007 Energy Act, Ul continues
work with CL&P and the Connecticut Energy Advis@pard (CEAB) in the development of an energy assess and resource plan tha
submitted by the CEAB to the DPUC.

2005 Transportation Actln July 2005, the 2005 Transportation Act, becémein Connecticut. Section 28 of this legislatiprovides that tt
state shall bear no part of the cost to readjekicate or remove an electric transmission linedolwithin a public highway right-ofvay wher:
such action is required by a state highway projeat,also provides that the state shall consideh swsts in selecting a final project desig
order to minimize the overall cost incurred by #tate and the electric distribution company. A®sult, the electric distribution compasy’
costs of readjustment, relocation or removal walliticluded in tariffs, for collection from custorser

Transmission Adjustment Claus&he DPUC has approved a transmission adjustnmense (TAC) for Ul, implementing the provisions
Section 30 of the 2005 Transportation Act, to dihla “transmission trackerhechanism by which the DPUC adjusts an electritridigion
company'’s retail transmission rate periodically “tcack” and recover the transmission costs, rates, taaiffid charges approved by
FERC. Ul makes a semannual filing with the DPUC, setting forth its aatutransmission revenues, projected transmissiwentg
requirement, and the required TAC charge or credithat any under- or ovepllections of transmission revenues from priorigus ar
reconciled along with the expected revenue requergmfor the next six months from filing. The DPU@ds an administrative
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proceeding to approve the TAC charge or creditlamids a hearing to determine the accuracy of custdsitlings under the TAC. The T/
tariff and this semi-annual change of the TAC ckaog credit mitigates the lag between changes is EERCapproved transmission revel
requirements and its retail transmission rate acdifates the timely matching of transmission mawes and transmission revenue requirements

Energy Policy Act In August 2005, the Energy Policy Act of 2005 €Egy Policy Act) became federal law. Title Xl thie Energy Policy Ai
included provisions that impact UIL Holdings, suab the repeal of the Public Utility Holding CompaaAgt (PUHCA) of 1935 and tt
enactment of PUHCA 2005, and numerous provisioas tiay affect Ul, some of which include (1) redacitepreciable lives for new
constructed electric transmission lines, (2) eshblg an electric reliability organization respitmes for reliability standards, subject to FE
jurisdiction, approval and enforcement, (3) authiog limited FERC backstop siting authority forergtate transmission projects in fedel
designated transmission corridors, (4) requiririgFERC to issue a rule that provides transmissitaincentives to promote capital investn
and provides for recovery of all prudent costs ahplying with mandatory reliability standards arabts related to transmission infrastruc
development, (5) prohibiting energy market manipataand vesting the FERC with enhanced authooityripose penalties for violations of
FPA; and (6) revising the regulation of Cogeneratand Qualifying Facilities under the Public UtiliRegulatory Policies Act of 19
(PURPA).

Power Supply Arrangements

UlI's retail electricity customers are able to chodwesr telectricity supplier. Since January 1, 2007,has been required to offer stanc
service to those of its customers who do not ch@osetail electric supplier and have a maximum deiaf less than 500 kilowatts.
addition, Ul is required to offer supplier of lastsort service to customers who are not eligibtestandard service and who do not choo:
purchase electric generation service from a retadtric supplier licensed in Connecticut.

Ul must procure its standard service power purst@iat procurement plan approved by the DPUC. Toeyement plan must provide fc
portfolio of service agreements procured in an laypging pattern over fixed time periods (a “laddgfiapproach). In June 2006, the DF
approved a procurement plan for Ul. As requirecCloyinecticut statute, a third party consultantineté by the DPUC works closely with Ul
the procurement process and to provide a jointmegendation to the DPUC as to selected bids.

Ul has wholesale power supply agreements in placéhe supply of all of UE standard service customers for all of 2010, 862011 an
20% for 2012. Supplier of last resort serviceriscpred on a quarterly basis. Ul determined ttsatdntracts for standard service and sug
of last resort service are derivatives under ActiognStandards Codification (ASC) 815 “Derivativassd Hedging” and elected thedrma
purchase, normal sale” exception under ASC 815 iMagves and Hedging”As such, Ul regularly assesses the accountingntiesat for it
power supply contracts. These wholesale power Igupgreements contain default provisions that idelwequired performance assura
including certain collateral obligations, in theeav that Uls credit rating on senior debt was to fall beloweistment grade. In October 2C
Moody’s Investor Services (Moody) released its updated credit opinion for Ul anaintained its Baa2 rating with a stable outlodk
December 2009, Standard & Poors’ Investor Servi&&P) reinitiated coverage on Ul and rated it BBBhwa stable outlook. U$ credi
rating would have to decline two ratings to falldve investment grade at either rating servicethi§ were to occur, monthly amounts due
payable to the power suppliers would be accelertesemimonthly payments and Ul would have to deliver dellal security in an amot
equal to the receivables due to the sellers fothhiy day period immediately preceding the defandgtice. If such a situation was in effec
of December 31, 2009, Ul would have had to post@pmately $26 million in collateral.

As a result of an April 2008 DPUC decision, Ul ermitted to seek lonterm contracts for up to 20% of standard servigeirements, the gc
of which is to obtain long-term energy supply cants and Connecticut Class | Renewable Energy ficatds for Uls standard servi
customers that will result in economic benefit &depayers, both in terms of risk and cost mitigatitl is exploring longerm contrac
alternatives.
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Contracts for Differences

Pursuant to Connecticst’2005 Energy Independence Act (EIA), the DPUGadtEt a process to solicit bids to create new oreimente
capacity resources in order to reduce federally dated congestion charges, and selected four newcitgpresources. To facilitate
transactions between selected capacity resource€annecticut electric customers, and provide tmanmitment necessary for owners of tt
resources to obtain necessary financing, the DP&ifDired that Ul and CL&P execute loterm contracts with the selected resources
August 2007, the DPUC approved four CfDs, each loictv specifies a capacity quantity and a monthiylesaent that reflects the differer
between a forward market price and the contractepriAs directed by the DPUC, Ul executed two @& tlontracts and CL&P executed
other two contracts. In addition, Ul has execuesharing agreement with CL&P whereby Ul pays 2G%he costs and obtains 20% of
benefits of the contracts.

The DPUC has determined that costs associated théthe CfDs will be recoverable by Ul and CL&P, andaccordance with ASC 9
Regulated Operations, Ul has deferred recognitiorosets (a regulatory asset) or has recognizedyatidins (a regulatory liability). The abc
contracts are derivatives and they, along withcihhracts for standard service and supplier ofrlesdrt service discussed in the Power St
Arrangement discussion above, are the Company’g defivative instruments. The CfDs are markednriarket in accordance with Af
815. For those CfDs signed by CL&P, Ul recordsaipgroximate 20% portion of CL&B’derivative, pursuant to the sharing agreemergc
above. As of December 31, 2009, Ul has recordeploas derivative asset of $30.7 million ($6.3 roillirelated to its portion of CL&P’
derivative assets), a regulatory asset of $137Ilfomi a gross derivative liability of $162.1 mdk ($131.6 million related to its portion
CL&P’s derivative liabilities) and a regulatory tigity of $6.3 million in the accompanying Consdigd Balance Sheet. See Note (Khit
Value of Financial Instruments” for additional Ciiiformation.

The unrealized gains and losses from markatoket adjustments to derivatives recorded in i@guy assets or regulatory liabilities for
years ended December 31, 2009 and 2008 were aw/f0

Year Ended
December 31
2009 2008

(In Thousands)

Regulatory Assets - Contracts for Differences $ 49,42, $ 47,42¢

Regulatory Liabilities- Contracts for Difference $ (1,515 $ (1,919
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The fair value of the gross derivative assets &iilities as of December 31, 2009 and 2008 welfel&svs:

December 31, 200!
(In Thousands)

Deferred
Charges Noncurrent
and Other
Assets Liabilities
Contracts for differences, gross $ 30,69¢ $ 162,09:

December 31, 200:
(In Thousands)

Deferred
Charges Noncurrent
and Other
Assets Liabilities
Contracts for differences, gross $ 8,64¢ $ 92,14:

On February 7, 2010, an explosion occurred at thesteuction site of the nearly completed 688gawatt plant being built by Kleen Ene
Systems, LLC (“Kleen”),one of the four capacity resources selected byDiREIC to create new or incremental capacity ressuasenote
above. As noted above, CL&P has executed CfDs twithof the selected projects, including the Klgeoject. The CfD with Kleen is subiji
to the sharing agreement between Ul and CL&P whetdtpays 20% of the costs and obtains 20% of #eefits of the contract. The ext
of damage and any resulting delay in the attainroéebmmercial operation is not now determinalierefore, Ul cannot presently asses:
potential financial impact. Based on informatiorolvn to date, it appears to be reasonably likedy there will be a delay in Kleen's attainn
of commercial operation, which could have a matémigact in 2010 on the fair value of the relatedulatory asset and derivative liability t
existed on the Consolidated Balance Sheet as ofrbleer 31, 2009 which was based on a probaliilityed expected cash flow analysis
was discounted at the December 31, 2009 risk-fnéera@st rate, and an adjustment for penformance risk using credit default s\
rates. This event will not have an impact on Uldldings’ Consolidated Statement of Income.

Pursuant to Connecticgt’2007 Act Concerning Electricity and Energy E#incy, the DPUC initiated a process to create neakipg
generation resources to address the state’s sboofdgststart peaking generation that is needed to progigagy reserves. As with the C
entered into pursuant to the EIA, the DPUC requitet Ul and CL&P execute longrm contracts with the selected peaking resouta
facilitate the transactions and provide the comraittnnecessary for the owners of the peaking ressut@ obtain financing. During 20!
CL&P executed three peaking generation CfDs, orth ®8enConn relating to its Devon facility, one wiBienConn relating to its Middletoy
facility and the other with PSEG Power Connecticu€ (“PSEG”), to which the sharing agreement between Ul and Cld&Bcribed aboy
also applies. These contracts are not considerbd terivatives under ASC 815 and therefore wilabcounted for on an accrual basis.

New Renewable Source Generation

Under Connecticut law, electric distribution comiggnare required to enter into contracts to purelashe future the output of new renewi
source generation totaling at least 150 MW, atgsriand upon terms approved by the DPUC in accoedatith statutory requirements.
2007, one contract was approved by the DPUC. H m@ a party to that contract but, as directedhgyDPUC, Ul has executed a sha
agreement with CL&P whereby Ul pays approximated9a2of the costs and obtains approximately 20% efltbnefits of the contract. T
contract will be accounted for on an accrual bakisJanuary 2008, the DPUC issued a decision appgoseven projects; Ul is a party
contracts relating to two of these projects. ghed a contract to purchase, over a fifteen yeas period, 100% of the delivered
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products generated by the Stamford Hospital Fuél @ambined Heat and Power Project which has av\M8 capacity. This contract will |
accounted for as an operating lease. Ul also digneontract to purchase, over a fifteen year teeod, 84.5% of the delivered prodt
generated by the South Norwalk Btael Project which has a 30 MW capacity and whidh e accounted for on an accrual basis. In /
2009, the DPUC approved five additional fuel cethjpcts to which accrual accounting will be appliethd for which contracts were exect
by CL&P in July 2009. All of these contracts whle subject to the cost sharing agreement with CL&EIPs costs associated with all si
contracts are recoverable, whether Ul is a diradypor pursuant to the sharing agreement.

Bridgeport RESCO Generating Facility

Effective January 2003, Ul began selling its epeegtitiement from its longerm purchase power contract with the BridgeportSRE
generating facility into the New England wholesatarket at market prices. To the extent that Ukiesd revenue from these sales
exceeded the amount it paid to Bridgeport RESCOttite energy on a cumulative basis, the differeiscased to adjust the abowearke
portion of purchase power expense recovered thralighCTA. This methodology was approved by the DPUGhwill relevant data ai
calculations subject to review in the annual CTAorgiliation docket. In June 2008, the FederalrgyneRegulatory Commission (FER
issued a decision resulting in Ul having no futabdigation beyond 2008 to purchase the output efBhidgeport RESCO Generating Facil
This contract, which terminated on December 31820as a derivative under ASC 815 “Derivatives dadlging”and it had qualified for tt
“normal purchase, normal sale” exception under gputiance.

Federal Energy Regulatory Commission

Ul recovers its transmission revenue requirements @rospective basis, subject to reconciliatiothwaictual revenue requirements. In |
2007, the FERC issued an order which approved tdéitgiest for the inclusion of 100% of CWIP in ratesé for the 34%ilovolt (kV)
transmission line from Middletown, Connecticut,Norwalk, Connecticut and approved a 50 basis pailster which will be applied only
costs of the Project associated with advancedrtresson technologies. For project costs incurrefibie August 8, 2005, the FERC allowec
to include 50% of CWIP expenditures in rate basd,far project costs incurred after August 8, 2008, FERC allowed Ul to include 100%
CWIP expenditures in rate base. Approximately 6ff%he project costs are associated with the add@dt@nsmission technologies for wt
the 50 basis point adder was approved by the FER&tain parties had requested rehearing of the@*&Rlay 2007 order, but in Janu
2009, the FERC denied those requests. Also inalgn2009, the DPUC and the Attorney General of @atiout filed a petition with tf
United States Court of Appeals for the District @blumbia Circuit seeking judicial review of the FER May 2007 and January 2(
orders. The Company is unable to predict the on&cof these appeals at this time.

Ul is required to file information regarding Reg@iNetwork Service transmission on an annual bagfsthe FERC.

ISO-NE and RTO-NE

ISO New England, Inc. (ISO-NE), an independentt-fopprofit corporation, was approved by the FERC as riagional transmissic
organization for New England (RTO-NE) on Februar2@05. ISO-NE is responsible for the reliableragen of the regiors bulk electri
power system and fair administration of the regiowholesale electricity marketplace. ISE- also is responsible for the management ¢
comprehensive bulk electric power system and whatdemarkets’ planning processes that address tfien's electricity needs.
Transmission Return on Equity (ROE)

In March 2008, the FERC issued an order on rehgdRehearing Order) establishing allowable ROEdrimmsmission projects of transmiss
owners in New England, including Ul. In the ReliegOrder, the FERC established the blesel ROE of 11.14% beginning in Novem

2006. The Rehearing Order also confirmed a 50shzsint ROE adder on Pool Transmission FacilitfeER) for participation in the RTQIE
and a 100 basis point ROE incentive for projects

-66-




WPD-6
Table Of Contents Screening Data Part 2 of 2
UIL HOLDINGS CORPORATION Page 5956 of 7002

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (conti nued)

included in the ISONE Regional System Plan that were completed andiren as of December 31, 2008. The Middletown/Nalk
Transmission Project received this 100 basis pR@E adder. For projects placed in service dtecember 31, 2008, incentives may
requested from the FERC, through a specific shoyistifying the incentive, on a project specificskza

In May 2008, several public entities, including BEUC, filed a petition with the United States Qonfr Appeals for the District of Columt
Circuit (U.S. Court of Appeals) challenging the Rating Order. On January 29, 2010, the U.S. Gafultppeals issued a decision upholc
the FERC order.

Ul's overall transmission ROE is determined by thix of Ul's transmission rate base between new and exigémgrhission assets, ¢
whether such assets are PTF or non-PTF. Ul'simason assets are primarily PTF. For 2009, UVerall allowed weighte@dverage ROE fi
its transmission business was 12.52%.

Middletown/Norwalk Transmission Project

In December 2008, the 34&lovolt (kV) transmission line from Middletown, @aecticut, to Norwalk, Connecticut (the Projectsveamplete
and the transmission assets were placed in senfisa result, UK transmission rate base increased by approxim®8€lg million, an increa
of more than 200% relative to Winet transmission assets existing prior to théeBraeceiving approval from the Connecticut Sitldgunci
(CSCQ).

In a May 2007 Order, the FERC approved rate ingestfor the Project. The Project was allowed tdude Construction Work In Progre
(CWIP) expenditures in rate base. For project sasturred before August8, 2005, the FERC allov#dto include 50% of CWI
expenditures in rate base, and for project costsried after August 8, 2005, the FERC allowed Uintdude 100% of CWIP expenditures
rate base. The FERC also accepted a 50 basis adadr which will be applied only to costs ass@datvith advanced transmiss
technologies.

Certain parties requested rehearing of the FERC R0y order, but in January 2009, the FERC derfieget requests. Also, in January 2!
the DPUC and the Attorney General of Connecticletdfia petition with the U.S. Court of Appeals seekjudicial review of the FERE’
May 2007 and January 2009 orders. Ul is unabjeedict the outcome of these appeals at this time.

Ul and CL&P filed a transmission cost allocatiorplgation relating to the Project with ISO-NE in Ap2008. ISONE will determine whic
costs of the Project, if any, will be included retNew England regional transmission rate. Ul sgkk to recover any ngreol supported cos
of the Project, or Localized Costs, in transmiss@renues from customers throughout the State oh€dicut.

Other Transmission

In June 2008, Northeast Utilities (NU) filed ameras to its local transmission service tariff & FERC. The revisions charge Ul custor
a prorated portion of NU’s Localized Costs for sl supported PTF. These Localized Costs areyrim included in UIS local transmissic
tariff and, therefore, recovered through rates.madde a similar FERC filing effective in 2009, eliradp Ul to prorate a portion of its Localiz
Costs to CL&P customers.

Transmission Adjustment Clause

Ul makes a seminnual transmission adjustment clause (TAC) filmith the DPUC setting forth its actual transmissienenues, project
transmission revenue requirement, and the requifed charge or credit so that any under- or os@tections of transmission revenues fi
prior periods are reconciled along with the expgctevenue requirements for the next six months fiding. The DPUC holds ¢
administrative proceeding to approve the TAC chargeredit and holds a hearing to determine thei@oy of customer billings under
TAC. The TAC tariff and this send@nnual change of the TAC charge or credit facégathe timely matching of transmission revenues
transmission revenue requirements.
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(D) SHORT-TERM CREDIT ARRANGEMENTS

UIL Holdings has a money market loan arrangemett i#PMorgan Chase Bank. This is an uncommittedt-4biom borrowing arrangeme
under which JPMorgan Chase Bank may make loandltdHdldings for fixed periods, depending on UIL Haigs’ credit rating, the Bank’
credit requirements, and conditions in the finahoiarkets. JPMorgan Securities, Inc. acts as @mtagnd sells the loans to investors. A
December 31, 2009, UIL Holdings had no short-teorrdwings outstanding under this arrangement.

UIL Holdings and Ul have a revolving credit agreemneith a group of banks that extends to DecemBe2@11. The borrowing limit unc
the facility for Ul is $175 million, with $50 miliin of the limit available for UIL Holdings. Thediity permits borrowings at fluctuatil
interest rates determined by reference to CitibmiNeéw York base rate and the Federal Funds Ratefased in the facility), and also pern
borrowings for fixed periods up to six months aedfied by Ul and UIL Holdings at fixed interestea (London Interbank Offered Rate
LIBOR) determined by the Eurodollar Interbank MdrikelLondon. The facility also permits the issuamd letters of credit up to $50 million.

As of December 31, 2009, Ul had no sherm borrowings outstanding under the facility.LUHoldings had a standby letter of cre
outstanding in the amount of $1 million that exgin January 31, 2009, but was and will continubaautomatically extended for one
from the expiration date (or any future expiratidate), unless the issuer bank elects not to extémdilable credit under this facility
December 31, 2009 for Ul and UIL Holdings in theyagate was $174 million. UIL Holdings recordsroarings under this facility as short-
term debt, but the agreement has longer term camenits from banks allowing the Company to borrow estzbrrow funds, at its option,
December 22, 2011, thus affording it flexibilityimanaging its working capital requirements.

Information with respect to short-term borrowindgsJéL Holdings and Ul is set forth below:

2009 2008 2007
(% In Thousands)

UIL Holdings

Maximum aggregate principal amount of s-term borrowing outstanding at any mc-

end $ 6,90C $ 5000 $ =
Average aggregate sh-term borrowings outstanding during the ye $ 2,29¢ % 751 % -
Weighted average interest rai 3.2t% 3.7% N/A
Principal amounts outstanding at y-end $ - 9 - $ -
Annualized interest rate on principal amounts @mding at yei-end N/A N/A N/A
Fees* $ 58 $ 11z $ 90
Ul

Maximum aggregate principal amount of short-ternrdw@ing outstanding at any month-

end $ 174,000 $ 148,000 $ 70,00(
Average aggregate sh-term borrowings outstanding during the ye $ 65,52t $ 84,36. $ 24,08:
Weighted average interest rai 0.8&% 3.05% 5.7¢%
Principal amounts outstanding at y-end $ - $ 148,000 $ 15,00(
Annualized interest rate on principal amounts aumding at ye«end 0.0(% 1.4% 5.35%
Fees* $ 51 § 224 % 20€

*Average shorterm borrowings represent the sum of daily borr@sioutstanding, weighted for the number of daystaatling and divide
by the number of days in the period. The weigt#teerage interest rate is determined by dividingriggt expense by the amount of ave
borrowings. Fees are excluded from the calculatfaihe weighted average interest ri
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(E) INCOME TAXES

2009 2008 2007
(In Thousands)

Income tax expense for continuing operations ctssis
Income tax provisions

Current

Federa $ 36,18! $ 38,10¢ $ 34,62¢
State 4,521 4,31( 2,12:
Total curren 40,70« 42,41¢ 36,74¢

Deferrec
Federa (2,490 (3,827) (3,857
State (4,864 (3,729 (2,238
Total deferred (7,359 (7,54¢€) (6,097
Investment tax credits (14€) (14€) (14€)
Total income tax expense for continuing ogerst $ 33,20¢ $ 34,72¢  $ 30,51:

Income tax components charged as follo

Operating tax expen: $ 37,167 % 40,83t % 32,74¢
Nonoperating tax bene (3,867) (6,087) (2,447
Equity investment tax bene (96) (24) 207
Total income tax expen $ 33,20¢ $ 34,72¢  $ 30,51:

The following table details the compone
of the deferred income tax provisic

Accelerated depreciatit $ 10,28¢ $ 6,06€ $ 87¢
Bond redemption cos (340 (340 (340
Incentive compensation pla (634) 17C 49t
Seabrook lease buyc (2,367 (2,350 (2,350
Post Retirement Benef (2,870 (1,93¢) 20z
Regulatory deferra (5,27¢) (7,95¢) (4,39¢)
Pension benefi (5,947 (1,949 (1,569
Other - net (1,217) (252) (17)
Deferred income tax provision - net $ (7,359 $ (7,546) $ (6,097)
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Total income taxes differ from the amounts compueépplying the federal statutory tax rate to medbefore taxes. The reasons for the
differences are as follows:

2009 2008 2007
(In Thousands)

Computed tax at federal statutory r $ 30,68: $ 29,08¢ $ 27,02:
Increases (reductions) resulting fro

ITC taken into incom (147 (147 (147
Allowance for equity funds used during construct (227) (847) (759)
Amortization of nuclear plant regulatory ass 3,69¢ 3,687 3,687
Book depreciation more or (less) than -normalized tax depreciatic 313 (119 26k
State income taxes, net of federal income tax lotsr (223) 38C (75)
Allowance for borrowed funds used during consinrcbn Rate Base CWI - 2,12C 871
Mark-to-market adjustments to n-qualified pension investmer (391) 69¢ (133)
Other items, net (499) (13¢) (219)
Total income tax expense $ 33,20 $ 34,72¢ $ 30,51:
Book income from continuing operations before inedaxes $ 87,66 $ 83,10¢ $ 77,20¢
Effective income tax rates 37.%% 41.8% 39.5%

In 2007 and 2008, the combined statutory federd|state income tax rate for UIL Holdings was 39.9%gislation enacted in Connecticu
2009 imposed a 10% surcharge on the corporatioinésstax for the years 2009, 2010, and 2011. dumsharge increased the statutory ra
Connecticut corporation business tax for 2009 fib&% to 8.3% and increased the combined statueatgrbl and state income tax rate for
Holdings for 2009 to 40.4%. Legislation also eedcin 2009 increased the cap on the combined iagagpteference tax. This increase
effective for 2009 and future years. These ledgigatax changes had a minimal impact on UIL Holdirmgpnsolidated financial statement
2009.

The effective book income tax rate for the yeareghBecember 31, 2009 was 37.9%, as compared t&u4fbiBthe year ended December
2008. The decrease in the 2009 effective booknirectax rate is due primarily to higher state incdmecredits recorded in 2009 as comp
to 2008 as well as positive mark-to-market adjustiséo non-qualified pension investments in 2008amspared to 2008.

UIL Holdings and its subsidiaries are subject te thnited States federal income tax statutes adtameid by the Internal Revenue Ser
(IRS). UIL Holdings and its subsidiaries are asbject to the income tax statutes of the Stat@asinecticut and those of other states in w
UIL Holdings’ subsidiaries have operated and transacted busiméls past. As of December 31, 2009, the taxs/@@06, 2007, and 20
remain open and subject to audit for state incoamepurposes. As of December 31, 2009, the tax 888 is open and subject to audit
federal income tax purposes. During 2009, the IRSetl examinations of the tax years 2004, 20056280d 2007. The IRS examinatior
the tax years 2004, 2005, and 2006 resulted imemaiterial assessment to the Company. The examinatithe tax year 2007 resulted in
additional assessment or refund to the Company.

At December 31, 2009, UIL Holdings had non-currdeferred tax liabilities for taxable temporary diftnces of $372.2 million and non-
current deferred tax assets for deductible temgadidferences of $98.6 million, resulting in a medin-current deferred tax liability of $27:
million. UIL Holdings had current deferred tax essof $4.4 million at December 31, 2009. UIL Holgs did not have any current defel
tax liabilities at December 31, 2009.
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The following table summarizes UIL Holdings’ defedrtax assets and liabilities for the years endeckinber 31, 2009 and 2008:

2009 2008
(In Thousands)

Deferred income tax asse

Regulatory asset related to pension and othé-retirement benefit $ 66,15¢ $ 77,78
Pos-retirement benefit 9,83t 6,96¢
SFAS No. 109 gro-up effect on deferred tax 6,55¢ 6,01¢
Connecticut Yankee equity investm: 3,14¢ 3,051
Lonc-term incentive plai 2,702 2,43¢
Vacation accrue 2,57 2,181
Supplemental pensiol 2,06¢ 1,95¢
Incentive compensation pla 2,54 1,90¢
Uncollectibles 1,86¢ 1,86¢
Deferred compensation pl. 2,31¢ 1,83¢
Stock compensation pla 1,61¢ 1,23¢
Gains on sale of proper 662 662
Interest during constructic 484 48¢
Pos-employment benefit 462 42¢
Other 25 4,52¢

$ 103,01: 113,34:

Deferred income tax liabilities

Plant basis difference $ 134,19: $ 149,87"
Accelerated depreciation timing different 131,61( 121,32:
Regulatory asset related to pension and othd-retirement benefit 66,15¢ 77,78
Seabrook lease buyc 19,18¢ 20,55:
Regulatory deferral 5,46 13,97
Pensior 7,851 13,68(
Other 7,70% 8,121

$ 372,16( 405,30:

ASC 740 requires that all current deferred tax tasand liabilities within each particular tax jutistion be offset and presented as a s
amount in the Consolidated Balance Sheet. A simpifacedure is followed for all nocurrent deferred tax assets and liabilities. Antsur
different tax jurisdictions cannot be offset agamach other. The amount of deferred income tagesf December 31, 2009 and 2008 inch
on the following lines of the Consolidated Balaisteeet is as follows:

2009 2008
(In Thousands)
Assets:
Deferred and refundable income ta $ 441C $ 6,86°
Liabilities:
Deferred income taxes 273,55 298,82
Deferred income taxes — net $ 269,14¢ $ 291,96
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(F) SUPPLEMENTARY INFORMATION

Operating Revenues
Utility:
Retail
Wholesale
Other
Nonr-utility revenues
Other

Total Operating Revenues

Purchased Powel
Purchased power exper
Purchased power above market fuel expense ¢

Total Purchased Power Expense

Depreciation and Amortization
Utility property, plant, and equipment depreciat

Non-utility property, plant, and equipment depreciatio

Total Depreciation
Amortization of nuclear plant regulatory ass
Amortization of purchase power contracts
Subtotal CTA Amortizatio
Amortization of intangible:
Amortization of other regulatory asst
Total Amortization
Total Depreciation and Amortization

Taxes- Other than Income Taxes
Operating:
Connecticut gross earnin
Local real estate and personal prop
Payroll taxes
Total Taxes - Other than Income Taxes

Other Income and (Deductions), ne

Interest incom

Allowance for funds used during construct

Seabrook reserve reducti

Conservation & Load Management incent

Energy generation and load curtailment incent

ISO load response, n

Miscellaneous other income and (deductic- net
Total Other Income and (Deductions), net

Other Interest, net

Notes Payabl
Other

Total Other Interest, n
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2009 2008 2007
(In Thousands)
$ 796,66! $ 855,52¢ $ 900,45(
23t 42,29: 36,63"
98,78: 50,12 43,91°
86¢ 78C 99t
$ 896,55( $ 948,72( $ 981,99¢
$ 333,33¢ % 44491¢ $ 537,48t
- (20,677) (21,007)
$ 333,33¢ $ 424,248 $ 516,48
$ 49,48( $ 39,08. % 35,751
10€ 12: 18C
$ 49,58¢( $ 39,20 $ 35,931
46,90° 40,86¢ 33,00¢
- 20,67 21,00:
46,90° 61,54 54,01(
42 36 32
1,57¢ 347 391
48,52¢ 61,92¢ 54,43
$ 98,11¢ $ 101,12¢ $ 90,37(
$ 38,16. $ 34,29. % 29,32:
16,47: 10,79¢ 10,23:
5,43( 5,14( 5,07¢
$ 60,06: $ 50,23( $ 44,62¢
$ 3231 % 2,09C $ 4,72(
1,95¢ 4,00t 3,88:
- - 1,44(
76E 597 2,857
36¢ 77C -
1,91 2,76¢ 2,72¢
(2,647) (6,897) (2,727)
$ 558t $ 3,33¢ 12,89¢
$ 644 $ 2,611 $ 1,38¢
642 247 11€
$ 1,28¢ $ 2,85¢ $ 1,50z
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(G) PENSION AND OTHER BENEFITS

The United llluminating Company Pension Plan (tleed$Pon Plan) covers the majority of employees df Hbldings and Ul. Ul also has
non-qualified supplemental pension plan for certamployees and a non-qualified retiedy pension plan for certain early retiren
benefits. The net pension expense for these par)09, 2008 and 2007 was $16.7 million, $5.1lioril and $8.3 million, respectively.

Disclosures pertaining to the Pension Plan arecaomance with ASC 715 Compensati®atirement Benefits. Ul has an investment p«
addressing the oversight and management of persisets and procedures for monitoring and contdblhas engaged Frank Russell T
Company as the trustee and investment managersist &s areas of asset allocation and rebalangogdfolio strategy implementation, ¢
performance monitoring and evaluation.

The goals of the asset investment strategy are to:

« Achieve lon¢-term capital growth while maintaining sufficienguiidity to provide for current benefit payments @&®hsion Plan operati
expenses

- Provide a total return that, over the long terngvjtes sufficient assets to fund Pension Planlitas subject to an appropriate leve
risk, contributions and pension exper

« Optimize the return on assets, over the long tdwyninvesting primarily in a diversified portfoliof @quities and additional asset cla:
with differing rates of return, volatility and cefation.

« Diversify investments within asset classes to maénpreservation of principal and minimize c-exposure to any one investment, the
minimizing the impact of losses in single investrtse

The Pension Plan seeks to maintain compliance thghEmployee Retirement Income Security Act of 19#ZRISA) as amended, and
applicable regulations and laws.

The Finance Committee of the Board of Directorsi@iice Committee) oversees the investment of Perd&m assets in conjunction w
management and has conducted a review of the meeststrategies and policies of the Pension PTdnis review included an analysis of
strategic asset allocation, including the relatiopsof Pension Plan assets to Pension Plan lissilitand portfolio structure. The Fina
Committee has left the target asset allocation2fatO unchanged from 2008 for both the pension dhdr@ostretirement employee ber
funds. In the event that the relationship of Pemsissets to Pension Plan liabilities changed;itieence Committee will consider changes tc
investment allocations. The other postretiremempleyee benefit fund assets are invested in a bathmutual fund and, accordingly, the a
allocation mix of the balanced mutual fund may efiffrom the target asset allocation mix from tirndiine. A breakdown of the 2010 tar
asset allocation, as well as the actual assetaitocas of December 31, 2009 and 2008 is dethidoiv:

Percentage of Plan Assets at Ye-End

Target Pension Benefits Other Postretirement Benefits
Allocation 2009 2008 2009 2008
Equity securitie: 65% 62% 59% 2% 67%
Debt securitie! 25% 36% 36% 25% 31%
Other 10% 2% 5% 3% 2%

The above allocations may be revised by the Fin@uramittee.
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Funding policy for the Pension Plan is to make ahmontributions that satisfy the minimum fundirepuirements of ERISA but that do
exceed the maximum deductible limits of the IntediRavenue Code. These amounts determined each year as a result of an act
valuation of the Pension Plan. During late 20@8)ditions in the capital markets resulted in reduns in asset values of funded pension
postretirement plans. In particular, the projedbediefit obligation for the qualified pension plaow exceeds the fair market value of |
assets by $140 million. Although asset valuesvermd somewhat in 2009, these reductions, if nisiebfby additional gains in future ye:
will result in higher pension and postretiremenpenses in future years along with additional casftributions. Asset values as of Decen
31, 2009 and December 31, 2008 were approxima@dt 8 million and $211.7 million, respectively. Whthere was no minimum requit
pension contribution for the 2009 plan year, Ulrently expects to make a contribution of approxeha$9 million in 2010 and $26 million
2011, subject to proposals that are pending béferénited States Congress and true-ups of actutata.

Ul has established a supplemental retirement bietne$it and through this trust purchased life iasige policies on certain officers of Ul to ft
the future liability under the non-qualified supplental plan. The cash surrender value of theseigslis included in “Other investmentsh
the Consolidated Balance Sheet.

There is potential variability to the pension exgecalculation. Changes in certain of the undegldssumptions could have a material im
on pension and postretirement expenses. For exatfiphere had been a 0.25% change in the discatmtassumed at 6.2%, for the quali
pension plan and nogualified plan, respectively, the 2009 pension esgewould have increased or decreased inversebi l2ymillion for the
qualified plan and an immaterial amount for the Hgoialified plan. If there had been a 1% changééndxpected return on assets, the .
pension expense would have increased or decreagexsély by $2.3 million for the qualified pensiplan and would not have changed for
non-qualified plan.

In addition to providing pension benefits, Ul afsmvides Other Postretirement Benefits (OPEB), sting principally of health care and |
insurance benefits, for retired employees and ttefrendents. Ul does not provide prescription direigefits for Medicareligible employee
in its postretirement health care plans. Nmien employees who are 55 years of age and whoseo$ age and years of service at tim
retirement is equal to or greater than 65 are tdbgfor benefits partially subsidized by Ul. The@unt of benefits subsidized by Ul
determined by age and years of service at retirenfeor funding purposes, Ul established a 401¢epant in connection with the Pension |
and Serial Voluntary Employee Benefit Associationst (VEBA) accounts for the years 2007 through@@®2fund OPEB for UI's nomnior
employees who retire on or after January 1, 198%ese VEBA accounts were approved by the IRS ancodtributed $4.5 million to fund t
Serial VEBA accounts in 2007. Ul does not expeantke a contribution in 2010 to fund OPEB for notien employees.

Union employees whose sum of age and years ofcgeatithe time of retirement is equal to or gretitan 85 (or who are 62 with at leas
years of service) are eligible for benefits palgiaubsidized by Ul. The amount of benefits suizgid by Ul is determined by age and yeal
service at retirement. For funding purposes, Whldished a VEBA to fund OPEB for W’union employees. The funding strategy fol
VEBA is to select funds that most clearly mirroe thension allocation strategy. Approximately 39P4J8 s employees are representec
Local 470-1, Utility Workers Union of America, AFCIO, for collective bargaining purposes. Plan tsder the union VEBA consi
primarily of equity and fixed-income securities! dbes not expect to make a contribution in 201futml OPEB for union employees.

There is potential variability to the OPEB plan erpe calculation. Changes in certain of the ugihgrlassumptions could have a mats
impact on OPEB expenses. If there had been a 02&#ige in the discount rate assumed, the 2009 QREBexpenses would have incree
or decreased inversely by $0.2 million; if therel lheen a 1% change in the expected return on atset009 OPEB plan expenses would |
increased or decreased inversely by $0.2 million.
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To develop the expected long-term rate of returnassets assumption, Ul considered the current lefaxpected returns on rigkee
investments (primarily government bonds), the histd level of the risk premium associated with ttber asset classes in which the port
is invested, and the expectations for future retuheach asset class. The expected return for assst class was then weighted based ¢
target asset allocation to develop the expectegHlenn rate of return on assets assumption for thégho. This resulted in the selection of
8.5% return on plan assets for 2009.

The projected, longerm average wage increase is 3.8% in 2009 basau sglary data. For 2009 and 2008, Ul utilized@litegroup Discour
Curve to determine discount rates of 5.85% and%,2@spectively, for the pension plan, 5.65% add%, respectively, for the najqualifiec
plan, and 5.80% and 6.10%, respectively, for th&BPlan. The Citigroup Discount Curve is a spté reurve developed based upon a t
portfolio. The discount rate is determined by carirty this curve and the expected payout of Plahilities. Management further consic
rates of highguality corporate bonds of appropriate maturitiepablished by nationally recognized rating agescansistent with the durati
of the Companys plans. The health care cost trend rate assumfaticall retirees is set at 10.0% in 2009 withlsuate decreasing gradually
5.0% in 2019.

In accordance with ASC 715, Ul utilizes an altemr@tnethod to amortize prior service costs and eogaized gains and losses. Ul amort
prior service costs for both the Pension Plan aR&EB plan on a straighitie basis over the average remaining service gesfoparticipant
expected to receive benefits. Ul utilizes an aktive method to amortize unrecognized actuarialsgand losses related to the Pensior
OPEB plan over the lesser of the average remasgngce period or 10 years. For ASC 715 purpddésgioes not recognize gain or loss L
there is a variance in an amount equal to at E#sbf the greater of the projected benefit obligaibr the marketelated value of assets. Th
is no such allowance for a variance in capturirggamortization of OPEB unrecognized gains and fosse

Since 2005, new employees do not participate inRaesion Plan or receive retiree medical plan lisnefThese employees participate
different retirement plan, which is a “defined admtition plan,” consisting of the current provissoof Ul's 401(k)/Employee Stock Owners
Plan (KSOP) plus the following benefits:

o An ad_ditional cash contribution of 4.0% of totahanl compensation (as defined in the KSOP Plaa) $eparate account in the KSOI
. Rivgglc;ﬁisc.mal cash contribution of $1,000 per ygao rata per pay period) into a separate Retiredisél Fund within the KSOP acco
. E)évce%zllrc?;ees do not need to contribute to the K&O®ceive these additional cash contribution amgithey only need to enroll in
. ggt?ig)dlﬁir;mal cash contributions to the KSOP 1€¥1% after five years of service.

ASC 715 requires an employer that sponsors omeooe defined benefit pension or other postretirdmpéans to recognize an asset or liab
for the overfunded or underfunded status of the.plor a pension plan, the asset or liabilityhis tifference between the fair value of
plan’s assets and the projected benefit obligation. aRgrother postretirement benefit plan, the assétbility is the difference between 1
fair value of the plars assets and the accumulated postretirement bedudifitation. Ul will reflect all unrecognized prigervice costs al
credits and unrecognized actuarial gains and lassesgulatory assets rather than in accumulatest somprehensive income, as manage
believes it is probable that such items are reaerthrough the ratemaking process in future plericAs of December 31, 2009 and 200¢
has recorded a regulatory asset of $169.2 millimh$199.2 million, respectively.
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The following table represents the change in bémdfiigation, change in plan assets and the reseefiinded status of Ud’' pension ar

postretirement plans as of December 31, 2009 afifl.2Blan assets and obligations have been meaasi@dDecember 31, 2009 and 2008.

Other Posi-Retirement

Pension Benefits Benefits

2009 2008 2009 2008
Change in Benefit Obligation: (In Thousands)
Benefit obligation at beginning of ye $ 348,05¢ $ 340,96! $ 69,50f $ 67,36¢
Service cos 6,13 6,87( 1,33¢ 1,39¢
Interest cos 20,92¢ 20,97: 4,13} 4,20¢
Participant contribution - - 1,03z 1,171
Amendment: - - -
Actuarial (gain) los: 18,26: (955) (2,085 124
Additional amount recognized due to settlerr - - -
Benefits paid (including expense (21,579 (29,799 (4,509 (4,760)
Adjustment for transition - - -
Benefit obligation at end of ye $ 37180 $  348,05¢ $ 69,41F $ 69,50¢
Change in Plan Assets
Fair value of plan assets at beginning of \ $ 211,67¢ % 313,46¢ $ 20,86. $ 31,29:
Actual return on plan asse 40,96¢ (82,28 4,22¢ (7,47¢)
Employer contribution 247 28¢ 58t 63E
Participant contribution - - 1,03: 1,171
Benefits paid (including expense (21,57¢) (19,799 (4,509 (4,760
Settlements, curtailments and other - - -
Fair value of plan assets at end of y $ 231,30t $ 211,67¢ $ 22,19: $ 20,86
Funded Status at December 31
Projected benéefits (less than) greater than plaetas $ 14049 $ 136,38: $ 47,22. $ 48,64¢
Amounts Recognized in the Statement of Financial Rdion consist of:
Current liabilities $ 511 ¢ 25z % 19¢ % 20¢
Non-currentliabilities $ 139,98. $ 136,13: $ 47,02: $ 48,43¢
Amounts Recognized as a Regulatory Asset consist
Transition obligation (asse $ - 3 - 3 247C % 3,62¢
Prior service cos 2,77¢ 347 3 (22§) (329)
Net gain (loss 141,51¢ 161,53: 19,50: 26,85"
Total recognized as a regulatory as $ 144,29¢ $ 165,00¢ $ 21,74  $ 30,051
Information on Pension Plans with an Accumulated Beefit Obligation in excess of Plan Asset:
Projected benefit obligatic $ 7,108 % 6,16¢ N/A N/A
Accumulated benefit obligatic $ 6,52¢ $ 5,90( N/A N/A
Fair value of plan asse $ - $ - N/A N/A
The accumulated benefit obligation for all Pendtens was $324,345 and $308,388 at December 39,&002008, respectivel
The following weighted average actuarial assumptianwere used in calculating the benefit obligationat December 31.
Discount rate (Qualified Plai 5.85% 6.2(% N/A N/A
Discount rate (No-Qualified Plan; 5.65% 6.1(% N/A N/A
Discount rate (Other Pc-Retirement Benefits N/A N/A 5.8(% 6.1(%
Average wage increa: 3.8(% 3.8(% N/A N/A
Health care trend rate (current ye N/A N/A 9.5(% 10.0(%
Health care trend rate (2019 forwa N/A N/A 5.0(% 5.0(%
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The components of net periodic ber

cost are
For the Year Ended December 31
Pension Benefits Other Post-Retirement Benefits
2009 2008 2007 2009 2008 2007

(In Thousands)
Components of net periodic benefi

cost:
Service cos $ 6,13: % 6,87( $ 732 3 1,33 % 1,39 $ 1,301
Interest cos 20,92¢ 20,97 20,03 4,13¢ 4,20¢ 3,517
Expected return on plan ass (17,119 (25,729 (26,029 (2,640 (2,530 (2,386
Amortization of: -
Prior service cost 697 75C 884 (207) (202 (124)
Transition obligation (asse - - - 1,05¢ 1,05¢ 1,05¢
Actuarial (gain) los: 14,42t 4,19t 6,30¢ 2,68¢ 1,85¢ 1,644
Additional amount recognized due to
settlement (1) - - 1,18¢ - - -
Net periodic benefit cost (2) ( $ 25,07C $ 7,05¢ $ 9,717 $ 7478 $ 5887 $ 5,01(
Other Changes in Plan Assets and Benefit ObligatianRecognized as a Regulatol
Asset:
Prior service cost $ - 3 - $ - $ - $ - $ =
Net (gain) lost (5,590 107,06: (15,457 (4,670 10,13: 3,79:
Amortization of:
Prior service cost (697) (751) (884) 101 10z 124
Transition obligation (asse - - (1,05¢) (1,05%) (1,05%)
Actuarial (gain) los: (14,425 (4,195 (6,30¢) (2,68¢) (1,85¢) (1,649
Settlements, curtailments and other | - - (1,189 - - -
Total recognized as regulatory as $ (20,71 $ 102,11 $ (23,839 $ (8,319) & 7,31¢ 3 1,21/
Total recognized in net periodic bene
costs

and regulatory ass $ 435¢ $ 109,17 $ (14,119 $ (836) $ 13,208 $ 6,224
Estimated Amortizations from Regulatory Assets intd\et Periodic Benefit Cost for the period January 12010- December 31, 201C
Amortization of transition obligatio  $ -9 - $ - 9 1,05¢ $ 1,05¢ $ 1,05¢
Amortization of prior service co: 64t 697 75C (103) (98 (102)
Amortization of net (gain) loss 12,30¢ 14,42t 4,198 1,95( 2,68¢ 1,86(
Total estimated amortizatiol $ 12,95 % 15,12: $ 494 $ 2,90¢ $ 3,646 $ 2,81¢

The following actuarial weighted average assumptiagwere used in calculating net periodic benef

cost:

Discount rate 6.2(%* 6.35%0** 5.7%% 6.1(% 6.4(% 5.7%%
Average wage increa: 3.8(% 4.4(% 4.4(% N/A N/A N/A
Return on plan asse 8.5(% 8.5(% 8.5(% 8.5(% 8.5(% 8.0(%
Health care trend rate (current ye N/A N/A N/A 10.0(% 10.5(% 10.0(%
Health care trend rate (2019 forwa N/A N/A N/A 5.0(% 5.0(% 5.5(%

N/A — not applicable

*6.10% discount rate used at December 31,2009do-qualified plan

**6.00% discount rate used at December 31,200&éw-qualified plan

(1) Reflects settlement charges resulting fromsé&rithution to a former employee upon

retirement.

(2) For the year ended December 31, 2009, Ul rexb$8.3 million of pension expense and $1.9 milbbOPEB expense as a regulatory
asset. These amounts wi

approved by the DPUC to address the actual inciiegpension and postretirement expense for 2009 (sé= (89, Regulatory Proceeding
(3) For the year ended December 31, 2008, Ul rexb$i.9 million of pension expense and $0.4 milbbOPEB expense as a regulatory a
These amounts reflect additional amot

recoverable in rates due to changes in the usedhlity tables imposed by the IRS (see Note {{C)he use of mortality tables imposed by
IRS (see Note (C), Regulatory Proceedin
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A one percentage point change in the assumed reakhcost trend rate would have the following &ffe

1% 1%
Increase Decrease
(In Thousands)
Aggregate service and interest cost compor $ 85z $ (695)
Accumulated po-retirement benefit obligatio $ 9,28t $ (7,692

Estimated Future Benefit Payments

The following benefit payments, which reflect exigecfuture service, as appropriate, are expectée jwaid:

Other Post-
Retirement
Pension
Year Benefits Benefits
(In Thousands)

2010 $ 21,13 $ 3,392
2011 $ 26,57¢ $ 3,552
2012 $ 23,36t $ 3,67z
2013 $ 23,72¢ $ 3,92(
2014 $ 2453t $ 4,13z
2015-2019 $ 135,91 $ 24,02(

Ul has a 401(k)/Employee Stock Ownership Plan (KB@Pwhich substantially all of its employees at@ible to participate. The KSC

enables employees to defer receipt of a portiath&f compensation, up to statutory limits, andnteest such funds in a number of investn

alternatives. Matching contributions are madeh® KSOP, in the form of UIL Holdings’ common stodiased on each employsesalar

deferrals in the KSOP. For union employees, théchiag contribution to the KSOP is 100% of the tfiB% of employee compensat

deferred and 50% of the next 2% deferred. The maxi match is 4% of annual salary. For nomen employees, the matching contributio

the KSOP is 100% of the first 2% of employee consagion deferred. All matching contributions aredman the form of UIL Holdings’
common stock. Matching contributions to the KSO®iny 2009, 2008 and 2007 were $2.5 million, $3.Mlion and $2.8 million

respectively. UIL Holdings pays dividends on tihargs of stock in the KSOP to the participant aiid bldings receives a tax deduction

the dividends paid.

(H) RELATED PARTY TRANSACTIONS

Arnold L. Chase, a Director of UIL Holdings sincen& 28, 1999, holds a beneficial interest in thiddimg located at 157 Church Street, N
Haven, Connecticut, where Ul leases office spaceatf§ocorporate headquarters. $Jlease payments for this office space for thesyeade
December 31, 2009, 2008 and 2007 totaled $11.¢omil$10.8 and $10.4 million, respectively.

GenConn, of which Ul is a 50-50 joint-venturer, lsghed a promissory note (the “LoamVith Ul under which Ul advanced up to an aggre
principal amount of $48.5 million to fund GenCosmonstruction and other cash needs until permdimentcing was arranged. In connec
with the EBL obtained by Ul and the Project Finaigcbbtained by GenConn on April 27, 2009, all anding balances on the Loan w
replaced by a new promissory note, the balancehidlwwas $107.8 million as of December 31, 2008e SNote (B) — Capitalization — Long-
Term Debt"for further discussion regarding the EBL. Additidlyr, $2.0 million of interest income related tetpromissory note is included
other income and (deductions), net in the accomipgngonsolidated statement of income, which isyfalffset by the EBL interest expel
incurred.
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UIL Holdings executed guarantee agreements on befaach of GenConn Devon and GenConn Middletowrger which UIL Holding
guaranteed that, in the event GenConn Devon or Gem@/liddletown, as the case may be, failed to perfor observe the terms ¢
provisions of its contract with GE Packaged Pows#t, Holdings would take steps necessary to achjgmdormance or observance of s
contract. In connection with the EBL obtained by and the Project Financing obtained by GenConrApril 27, 2009, UIL Holdings
obligations under these guarantee agreements wemgnated. See “Note (B) — Capitalization — Lorgish Debt” for further discussic
regarding the EBL.

(I) LEASE OBLIGATIONS

UIL Holdings and its whollyswned direct and indirect subsidiaries have leasngements for data processing equipment, offigépanent
office space and land.

Operating leases, which are charged to operatipgrese, consist principally of leases of office gpand facilities, land, railroad rights of v
and a wide variety of equipment. The most sigaific operating lease is that relating to the comgot@eadquarters of Ul and LU
Holdings. Most of the operating leases for offggace and facilities contain options to either ftjchase the leased space for a stipu
amount at the end of the initial lease term, oré2ew the lease at the end of the initial leas®,tat the then fair value, or stipulated amol
as defined in the lease, for periods ranging fram to fifteen years. The future minimum lease payt® under these operating lease:
estimated to be as follows:

(In

Thousands'
2010 13,99:
2011 14,107
2012 8,187 (1)
2013 1,932
2014 1,584
2015- after 37,37
Total $77,17¢

(1) Corporate headquarter lease expires June 2012

Rental payments charged to operating expenses 08, 2008 and 2007, including rental payments fer ¢brporate headquarters of |
Holdings and Ul, were as follows:

Year Ended December 31
2009 2008 2007

(In Thousands)

Rental payment $ 13,58¢ $ 13,12t % 11,97°
Less: Sublease rental payments rece 1,12¢ 1,12¢ 1,11¢
Rental payments charged to operating expe $ 12,46. $ 11,99¢ $ 10,85¢

(J) COMMITMENTS AND CONTINGENCIES
Connecticut Yankee Atomic Power Company

Ul has a 9.5% stock ownership share in the Comngctankee Atomic Power Company (Connecticut Yahkte carrying value of whit
was $0.3 million as of December 31, 2009. In 1986,Board of Directors of Connecticut Yankee vatednimously to retire the Connecti
Yankee nuclear plant (the Connecticut Yankee Unithh commercial operation. A settlement agreenagpuroved by the FERC that bec:
effective in 2000 allows Connecticut Yankee to edl] through the power contracts with the unit'snevg, the FERGypprove
decommissioning costs, other
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costs associated with the permanent shutdown dEtmmecticut Yankee Unit, the unrecovered investritethe Connecticut Yankee Unit, ¢
a return on equity of 6%. The decommissioning guobjwas completed in 2007. In October 2007, thewn@oticut Department
Environmental Protection (CDEP) approved Connettitankees application for a Stewardship Permit which stéles all corrective actic
measures required at the Connecticut Yankee sitgupnt to Connecticut law have been completed stubjepostremediation groundwat
monitoring. In November 2007, the Nuclear Regulatdommission (NRC) issued a license reductiorntlier Connecticut Yankee site limiti
it to the independent spent-fuel storage instalfafiSFSI) (see DOE Spent Fuel Litigation below).

Connecticut Yankee updates the cost of its remginiecommissioning activity, which consists primarif ground water monitoring a
nuclear fuel storage, at least annually, and métenas needed, and provides Ul with a projectedwery schedule depicting annual ¢
expected to be billed to Ul, including a returniomestment over the term of the projected recoyemjod. The present value of these cos
calculated using Ul's weightealverage cost of capital and, after considerationeobverability, recorded as a Connecticut Yankeatc
Obligation and a corresponding regulatory assetDécember 31, 2009, Ul has regulatory approvattover in future rates (through the C’
its $20.7 million regulatory asset for Connecti¥ainkee over a term ending in 2015.

Stock Redemption

In September 2009, the Connecticut Yankee Boamirgictors voted to redeem $6.0 million of Conneadtitankee stock. In October 2009,
received $0.6 million in the redemption and itsckt@wnership share in Connecticut Yankee remain8.5% since the redemption v
proportional for all ownersshares. The stock redemption continues a redemptiagram designed to fund equity at levels necgdsamee
expected on-going requirements.

DOE Spent Fuel Litigation

In the Nuclear Waste Policy Act of 1982, Congress/igled for the United States Department of En€R®E) to dispose of spent nuclear !
and other higHevel waste (hereinafter Nuclear Waste) from nuctgmerating plants. In 1983, Connecticut Yankedtae DOE entered intc
standard disposal contract mandated by the Actiwtdquired the DOE to begin disposing of Connettitankees Nuclear Waste by the €
of January 1998.

In 1998, Connecticut Yankee filed claims in the tediStates Court of Federal Claims seeking damaggedting from the breach of the 1¢
contracts by the DOE. In November 1998, the Cauigd that the DOE had breached the contracts awlliable for damages, but left
amount of damages to be determined after a trigherevidence. In October 2006, the Court issuéddrent for Connecticut Yankee in
amount of $34.2 million for its spent-fusdated costs through 2001, ruling in favor of Cecticut Yankee on substantially all of the m
issues. UIs 9.5% ownership share would result in a paymenamdroximately $3.2 million which, if awarded, wdube refunded -
customers. In August 2008, the United States CaoluAppeals for the Federal Circuit vacated thedowourt's $34.2 million damage awi
and remanded the case for acegeulation of damages. Ul cannot determine wlaaabes the court will now award, but expects thatmthi
court applies the rates as ordered by this rutimgdamage award will be comparable to the pricardw

In December 2007, Connecticut Yankee filed a ses®idf complaints against the government seekirgpecified damages incurred si
January 1, 2002 for the DOE's failure to remove @amnticut Yankees spent fuel. In July 2009, Connecticut Yankeevigied the governme
with a second set of damage claims totaling apprately $135 million for damages incurred from Jagyuh 2002 through December
2008. Ul's 9.5% ownership share would result in a paymenapgroximately $12.8 million which, if awarded, Wdube refunded f
customers. As an interim measure until the DOE pglms with its contractual obligation to dispose @énnecticut Yankes’ spent fue
Connecticut Yankee constructed an ISFSI, utilizingcask storage, on the site of the Connecticut Yakkeeand completed the transfer of
Nuclear Waste to the ISFSI in 20(
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Hydro-Quebec

Ul is a participant in the HydrQuebec (HQ) transmission tie facility linking Newdtand and Quebec, Canada. Ul has a 5.45% patiiog
share in this facility, which has a maximum 20@@gawatt equivalent generation capacity valueAdrl 1991, Ul furnished a guarantee in
amount of $11.7 million, for its participating skaof the debt financing for one phase of this fgcilThe amount of this guarantee, wt
expires in August 2015, is reduced monthly, prdpagte with principal paid on the underlying delts of December 31, 2009, the amour
Ul's guarantee for this debt totaled approximafly7 million.

Environmental Concerns

In complying with existing environmental statutesdaregulations and further developments in areasmvironmental concern, includi
legislation and studies in the fields of water gyahazardous waste handling and disposal, toulistances, climate change and electric
magnetic fields, UIL Holdings and its wholly-ownéitect and indirecsubsidiaries may incur substantial capital expemeg for equipme
modifications and additions, monitoring equipmemdtl aecording devices, and it may incur additiomagrating expenses. The total amoul
these expenditures is not now determinable. Enwiental damage claims may also arise from the @pes of UIL Holdings’
subsidiaries. Significant environmental issuesmado UIL Holdings at this time are described below

Middletown/Norwalk Transmission Project

During construction of the Middletown/Norwalk Tramission Project (the “Project”)n Bridgeport, Connecticut, Ul encountered
contaminated with Polychlorinated Biphenyls (PCBUY).stopped construction at the location, whictsvaaroad not owned by Ul, and noti
the CDEP. At the CDER’request, Ul determined the extent of the contatitin on property within, and to some extent beydhd limits o
the Project. Ul filed a remediation action plan (®Awith the CDEP and the United States Environmemteotection Agenc
(EPA). Remediation of the PCBs was completed imeJ2008 at a cost of $2.9 million. In accordand a construction agreement betw
Ul, Connecticut Light & Power and the Connecticigpartment of Transportation (CDOT), CDOT will bénrbursing Ul approximately $C
million of these costs. The remaining $2.4 millizwas recovered through transmission rates anéfiscted as such in UIL Holdings’
Consolidated Financial Statements.

Branford Landfill

In August 2009, Ul received a demand letter fronAE® approximately $0.6 million to cover the cadtEPA’s remediation of the East M
Street Disposal Superfund Site. Ul has examinkxvaet documents in EPA’possession and is continuing discussions with Efgarding it
claim. Ul cannot presently assess the potentiaritial impact, if any, of the EPA claim, beyond eimount identified in EPA’demand lett:
to Ul.

Ul also received a letter in September 2007 (atiiressed to Raytheon Corporation (Raytheon), ssocés the building contractor for 1
New Haven Harbor Station facility, United Enginearsl Constructors) in which the current propertyneky Shoreline Trailer Court Mob
Homes, states its intent to file suit against Wd &aytheon under federal law for compensationirgdb its remediation costs at the subject
which is adjacent to East Main Street Disposal Supd Site noted above. The owner claims to hareediated the site at a cost of ¢
million and seeks compensation for that amount ftdhand Raytheon. After a preliminary investigatiof the owner claims, Ul informe
the owner that it will not address the claims utité owner provides information supporting therolgi Ul has not received a response
therefore, cannot presently assess the potentehdial impact, if any, of this claim.

Site Decontamination, Demolition and Remediation Csis

In June 2006, Ul executed an agreement with the @iBridgeport and its Redevelopment Authoritye(iBity) for the transfer of title of W4’
Steel Point property to the City and settlemerdlbélaims against the City with respect to relamaiof a substation and repair/replacement
bulkhead, in exchange for payment to Ul of $14.Biom, which
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represented the commercial value of the properdycast to replace the bulkhead. Pursuant to a Mamdoam of Understanding (MOU) amc
Ul, the City of Bridgeport, and the City’selected developer for the property, the Citytralso provide to Ul, free of charge, a substasite
within a reasonable proximity to the Steel Poirggarty. In July 2006, the DPUC approved the predasansfer of property and all of
terms of the MOU. The DPUC also accepted the egoatemaking treatment submitted by Ul with respe the property, the substati
and the bulkhead, which provides for Ul to recovests related to the Steel Point property throlnghQTA, subject to DPUC approval in
annual CTA/SBC reconciliation filing.

The City and developer released Ul from any furifegsility with respect to the Steel Point propedtger title transferred, and the City ant
developer has indemnified Ul for environmental mstrelated to the Steel Point property. The Feait property includes the land up to
bulkhead. The sole exception to the indemnity mdigg the Steel Point property is for personal fipjelaims brought against Ul by

employees or contractors hired by Ul relating tadents that occurred on the site before titlegfamed to the City. Ul is not aware of i
such claims. In addition, the MOU provides thatr¢his no indemnity for liability related to contamied harbor sediments. Ul would see
recover any uninsured costs related to such sedintleat are UB responsibility, to the extent incurred, througle €TA, in accordance w
the ratemaking treatment approved in the DPUC"¢ 4006 decision.

A site on the Mill River in New Haven was conveyay Ul in 2000 to an unaffiliated entity, Quinnipi&nergy LLC (QE), reserving to

permanent easements for the operation of its tresssgon facilities on the site. At the time of thale, a fund of approximately $1.9 million,
amount equal to the thesurrent estimate for remediation, was placed ima@gdor purposes of bringing soil and groundwatertloe site int
compliance with applicable environmental laws. Apgmately $0.1 million of the escrow fund remaimsexpended. QE has since sold
property to Evergreen Power, LLC (Evergreen Power) Asnat Realty LLC (Asnat). Ul is unaware of whgreement was reached betw
QE and Evergreen Power and Asnat regarding futoxgranmental liability or what remediation activingmains to be undertaken at
site. Ul could be required by applicable environtaélaws to finish remediating any subsurface aorhation at the site if it is determined
QE and/or Evergreen Power and Asnat have not cdetplthe appropriate environmental remediation &t $ite. Ul has not upda
remediation estimates to date, and does not haafgpknowledge of any remediation work done, @maining to be done, to date on beha
QE or any subsequent owner. In July 2008, Evergfeewer and Asnat submitted a claim to Ul seekiommgensation for environmen
remediation on the property, including the existimglding which remains on the site. UIL Holdingannot presently assess the pote
financial impact, if any, of this claim. As suas of December 31, 2009, no liability related s taim has been recorded.

In April 1999, Ul completed the sale of its BridgepHarbor Station and New Haven Harbor Stationegating plants in compliance w
Connecticuts electric utility industry restructuring legislkati. With respect to the portion of the New Havearlydr Station site that |
retained, Ul has performed an additional environtaeanalysis, indicating that approximately $3.dlion in remediation expenses will
incurred. Actual remediation costs may be highedower than what is currently estimated. The gl remediation is virtually all ¢
transmission-related property and Ul has accruesetlestimated expenses, which were recoverednisntiasion rates.

In April 1999, Ul also sold property to Bridgepdthergy LLC (BE). UIL Holdings, through its subsidy, United Bridgeport Energy, It
(UBE), held a minority ownership interest in BE that time and until the sale of that interest te thajority owner in March 2006.
connection with the sale of the property, Ul erdeirdo an environmental indemnity agreement with tBErovide indemnification related
certain environmental conditions specific to thee sihere BES generation facilities were constructed. Thisiremmental indemnificatic
remains in place following the sale of UBEhterest in BE. Because of soil management diner @nvironmental remediation activities
were performed during construction of the generdfiéxilities, Ul does not regard its exposure urtterenvironmental indemnity agreemer
material.
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From 1961 to 1976, Ul owned a parcel of propertiperby, Connecticut, on which it operated anfivde electric generating unit. For sew
years, CDEP has been monitoring and remediatinggeation of fuel oil contamination from a neighhbaygiparcel of property into the adjac
Housatonic River. Based on its own investigatiordate, Ul believes it has no responsibility foisthontamination. If regulatory agenc
determine that Ul is responsible for the cost @sthremediation activities, Ul may incur substartdists, no estimate of which is curre|
available.

Electric System Work Center

Ul's January 2004 purchase of its Electric Systemrk\Center property, located in Shelton, Connetticaused a review under the CDEP’
Transfer Act Program. Under this review, the CDil an opportunity to examine the then currentrenwmental conditions at the site
direct remediation, or further remediation, of amgas of concern. At the conclusion of its revitdve, CDEP elected not to oversee any fu
site investigation or remediation at the site aindaed Ul to undertake any necessary evaluatiahiosmmemediation (verification work) usi
an independent Licensed Environmental Professi@naP). Ul hired an LEP and submitted a scheduleht® CDEP for the verificatic
work. The schedule was approved by the CDEP apteimentation of the verification work is @oing. The verification work is not expec
to have a material impact on the financial positiomesults of operations of Ul.

Middletown/Norwalk Transmission Project (the Projed)

In 2008, Ul funded escrow accounts for certainméd® amounts withheld by Ul which will remain irage until the completion of t
verification of fulfillment of contractor obligatiss. As of December 31, 2009, the balance of thssmw accounts was $3.1 million.

The general contractor and two subcontractors resple for civil construction work in connectiontivithe installation of UE portion of th
Middletown/Norwalk Transmission Projestunderground electric cable system has filed alévseeking payment for change order req
for approximately $34.5 million plus interest amubts. Ul has evaluated the change order requedttassuits and, in doing so, has reta
the services of an independent third party to seuiee requests and supporting information. Ulndieto defend the litigation vigorously.
the extent that any of the change order requestsadid, Ul would seek recovery through its trarssion revenue requirement.

Property Tax Assessment

In the first quarter of 2007, Ul received noticerfr the City of Bridgeport (Bridgeport) that the p@nal property tax assessment for Octoh
2006 had been increased from the amount declarddl lmf $55.7 million to $69.7 million, based updmetassertion by Bridgeport that &I’
property tax declaration was not timely filed. tdkiled the declarations prior to the November De2filing deadline, but the assessor as
that the declarations were received after NoveniheP006 and were thus not timely filed. Ul appdatke increased assessment tc
Bridgeport Board of Assessment Appeal which detiiedappeal. Ul believes that its property tax aetlon was filed on a timely basis un
Connecticut law and is contesting the increaseesassent in the Superior Court of the State of Cotimg. Ul paid its property tax obligatic
to Bridgeport, which included the increased assessrof $0.6 million, in order to avoid any potehiiaterest charges applicable to uny
property tax assessments. Ul has amended its egmhplith the Superior Court to seek a refund @ $0.6 million payment and has recor
a receivable on UIL Holdings’ Consolidated BalaSteet.

Cross-Sound Cable Company, LLC
UIL Holdings and its subsidiary United Capital Isteents, Inc. (UCI) continue to provide two guaeast in original amounts of $2.5 milli

and $1.3 million, in support of guarantees by Hy@uebec (HQ), the former majority owner of Cr&mind Cable LLC (an entity in whi
UCI held a minority interest until the sale of tlvaerest in February 2006), to third parties immection with the construction of the project.
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The $2.5 million guarantee supports an HQ guaratatélee Long Island Power Authority to provide ftamages in the event of a delay in
date of achieving commercial operation of the Gissand cable. UIL Holdings expects commercial ofiggastatus to be maintained a
accordingly, it has not recorded a liability rethte this guarantee in its Consolidated BalanceeBa® of December 31, 2009.

The $1.3 million guarantee supports an agreemedéeruwhich CrossSound is providing compensation to shell fishermfantheir losse:
including loss of income, incurred as a resulthaf tnstallation of the cable. The payments tofthleermen are being made over ayea
period, ending October 2013, and the obligationeurttis guarantee reduces proportionately with gegment made. As of December
2009, the remaining amount of the guarantee wa8$ ®dlion. UIL Holdings believes there is a lowgbability that it would be required
fund this guarantee and, as such, has not recertietility related to this guarantee in its Conndated Balance Sheet as of December 31, 2

(K) FAIR VALUE OF FINANCIAL INSTRUMENTS

UIL Holdings adopted the accounting and disclogirelance set forth in ASC 820 “Fair Value Measureta@and Disclosuresin January :
2008 as it relates to certain assets and liadslitspecifically derivative assets and liabilitielated to contracts for differences, assets el
its deferred compensation plan, supplemental regre benefit trust life insurance policies, andeagstirement obligations. See Note
“Regulatory Proceedings” for additional disclosurelated to ASC 820.

In 2009, UIL Holdings also implemented the disclesguidance, required annually for fiscal yearsimmpdifter December 15, 2009, ak
pension and other post-retirement benefits as reddiy ASC 715 “Compensation-Retirement BenefiStich disclosures are not requirec
earlier periods that are presented for comparativposes.

As defined in ASC 820, fair value is the price thaduld be received to sell an asset or paid tosfena liability in an orderly transacti
between market participants at the measurement @8&€ 820 outlines three valuation techniquesiuitiog: 1) the market approach, wh
utilizes prices and other relevant information gated by market transactions; 2) the income approadich converts future amour
including cash flows, to a discounted present vadunal 3) the cost approach, which is based on minguat that currently would be requi
to replace the asset. Inputs into these valuationniques can be readily observable, market coratéd, or generally unobservable. ASC
establishes a fair value hierarchy that priorititesinputs used to measure fair value. The tlenesds of the fair value hierarchy are as follows:

Level 1 Quoted prices are available in active markets dentical assets and liabilities as of the reportiage. Active markets are those
- which transactions for the asset or liability ocousufficient frequency and volume to provide pricinformation on an ongoing bas

Level 2 Pricing inputs are not quoted prices but are eithiectly or indirectly observable as of the repaytdate, including those financ

- instruments that are valued using models or oth&ration methodologies. These models are primaniyistrystandard models tt
consider various assumptions, including quoted &odaprices for commodities, time value, volatilfactors, and current market ¢
contractual prices for the underlying instrumemis well as other relevant economic measures. &uiimty all of these assumptic
are observable in the marketplace throughout thietdum of the instrument, which can be derivednirmbservable data or i
supported by observable levels at which transastioa executed in the marketpls

Level 3 Pricing inputs include significant inputs that ayenerally less observable from objective sourddgese inputs may be used v

- internally-developed methodologies that result Bnagemens best estimate of fair value. Level 3 instruménttude those that m
be more structured or otherwise tailored to custsimeeeds. At each balance sheet date, UIL Holding®mes an analysis of i
instruments subject to ASC 820 and includes in Lawal of those whose fair value is based on gigait unobservable input
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UIL Holdings utilizes an income approach valuatiechnique to value the majority of its assets aakiilities measured and reported at
value. As required by ASC 820, financial assetslabilities are classified in their entirety, lealson the lowest level of input that is signific
to the fair value measurement. UIL Holdingssessment of the significance of a particular tirputhe fair value measurement reqt
judgment, and may affect the valuation of the ¥aiue of assets and liabilities and their placemeétitin the fair value hierarchy level

The following tables set forth UIL Holding§ihancial assets and liabilities, other than pemdienefits and OPEB, that were accounted {
fair value on a recurring basis as of Decembe2809 and December 31, 2008.

December 31, 200!

Level 1 Level 2 Level 3 Total
(In Thousands)

Assets:
Contracts for difference $ - 3% - $ 30,69 $ 30,69¢
Deferred Compensation Pl 3,36 - - 3,36
Supplemental retirement benefit trust life insurpolicies (Note G) 5,071 - - 5,071

$ 8,43t $ - $ 30,69 $ 39,13:
Liabilities:
Contracts for difference $ - $ - $ 162,090 $ 162,09:
Net fair value assets/(liabilities), December 3102 $ 8,43t $ - $ (131,39) $ (122,96)

December 31, 200:
Level 1 Level 2 Level 3 Total
(In Thousands)

Assets:
Contracts for difference $ - 3% - $ 8,64¢ $ 8,64¢
Deferred Compensation Pl 3,164 - - 3,164
Supplemental retirement benefit trust life insurpolicies (Note G) 3,954 - - 3,95¢

$ 7,118 $ - $ 8,64¢ $ 15,761
Liabilities:
Contracts for differences $ - $ - $ 92,14 $ 92,14.
Net fair value assets/(liabilities), December 3108 $ 7,118 $ - $ (83,499 $ (76,375

The determination of fair value of the contractsdisferences was based on a probabitigsed expected cash flow analysis that was disec
at the December 31, 2009 or December 31, 2008féskinterest rates, as applicable, and an adjudtfoe nonperformance risk using cre
default swap rates. Certain management assumptiens required, including development of pricingttlextended over the term of
contracts. In addition, UIL performed an assessmoémisks related to obtaining regulatory, legallasiting approvals, as well as obtair
financing resources and ultimately attaining conuiaoperation. The DPUC has determined that geairin fair value associated with th
contracts for differences are fully recoverables &result, such changes have no impact on UlLiHgdd net income.
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On February 7, 2010, an explosion occurred at tmestcuction site of the nearly completed 686gawatt plant being built by Kleen Ene
Systems, LLC (“Kleen”)one of the four capacity resources selected byDIREIC to create new or incremental capacity res@uasenote
above. As noted above, CL&P has executed CfDs mithof the selected projects, including the Klgeoject. The CfD with Kleen is subj
to the sharing agreement between Ul and CL&P whetdtpays 20% of the costs and obtains 20% of #eefits of the contract. The ext
of damage and any resultidglay in the attainment of commercial operationas now determinable, therefore, Ul cannot pregeaskess t
potential financial impact. Based on informatiarolvn to date, it appears to be reasonably likedy there will be a delay in Kleen's attainn
of commercial operation, which could have a matémg@act in 2010 on the fair value of the relatedulatory asset and derivative liability
existed on the Consolidated Balance Sheet as oérbleer 31, 2009 which was based on a probalbkiyed expected cash flow analysis
was discounted at the December 31, 2009 risk-fréerdst rate, and an adjustment for mpenformance risk using credit default s\
rates. This event will not have an impact on Ulbdldings’ Consolidated Statement of Income.

Under the UIL Deferred Compensation Plan (DCP), Hadrixecutive Officers and certain other executivey elect to defer certain eleme

of compensation. Participants in the DCP are peerhito direct investments of their elective dedkmccounts into ‘deemedhvestment
consisting of norpublicly traded mutual funds available through &hbte insurance products and Company common stagkagnts. Thes
investments, which are actively traded in suffitiequency and volume to provide pricing infornoation an ongoing basis, are marked-to-
market in accordance with ASC 815 based upon sticin@ information.
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The following tables set forth a reconciliationadfanges in the fair value of the assets and lissliabove that are classified as Level 3 ir
fair value hierarchy for the twelve month periodsied December 31, 2009 and 2008. The increaseindt fair value of the net contracts
differences during the twelve month period endededgber 31, 2009 is primarily due to an increasthaprobability of one of the proje
attaining commercial operation.

Year Ended
December
31, 2009
(In
Thousands)
Net contracts for differences assets/(liabiliti€&3cember 31, 20C $ (83,499
Unrealized gains and (losses), (47,906
Purchases, issuances, and settlen -
Transfers in and/or out of Level 3 -
Net contracts for differences assets/(liabiliti€&3cember 31, 20C $ (131,399
Change in unrealized gains (losses), net relatinget contracts for differences assets/(liabiljtissill held as of December 3
2009 $ (47,900
Year Ended
December
31, 2008
(In
Thousands)
Net contracts for differences assets/(liabilitidsfuary 1, 200 $ (37,989
Unrealized gains and (losses), (45,509
Purchases, issuances, and settlerr -
Transfers in and/or out of Level 3 -
Net contracts for differences assets/(liabiliti€&3cember 31, 20C $ (83,499
Change in unrealized gains (losses), net relatinget contracts for differences assets/(liabiljtissill held as of December 3
2008 $ (45,509
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The following table sets forth a reconciliation @fanges in the net regulatory asset/(liability)abaks that were established to recovet
unrealized gains/(losses) associated with the aotstifor differences for the years ended DecembgP@09 and 2008. The amounts offse
net contract for differences liabilities detaildzbae.

Year Ended
December 31
2009
(In
Thousands)

Net regulatory assets/(liabilities), December 310& $ 83,49¢
Unrealized (gains) and losses, net 47,90¢

Net regulatory assets/(liabilities), December J10Z $ 131,39¢

Year Ended
December 31
2008
(In
Thousands)

Net regulatory assets/(liabilities), January 1,& $ 37,98¢
Unrealized (gains) and losses, net 45,50¢

Net regulatory assets/(liabilities), December 310& $ 83,49¢

The following tables set forth the fair values ofiLUHoldings’ pension and OPEB assets that were accounted fairatalue on a recurrir
basis as of December 31, 2009.

December 31, 200!
Level 1 Level 2 Level 3 Total
(In Thousands)

Pension assets (Note

Mutual funds $ 227,83. % - $ - % 227,83.
Hedge fund - - 3,47¢ 3,47¢
227,83. - 3,47¢ 231,30t
OPEB assets (Note (
Mutual funds 22,19 - - 22,19:
22,19 : - 22 10
Fair value of plan assets, December 31, - $ 250,02t $ - 3 3,47¢ % 253,50:

The determination of fair value of the Level 1 gensand OPEB assets was based on quoted prices, 2acember 31, 2009, in the ac!
markets for the various funds within which the ¢éssge held. The determination of fair value & ttevel 3 pension assets was based @
Net Asset Value (NAV) provided by the managershef tinderlying fund investments. The NAV providgdthe managers typically reflect
fair value of each underlying fund investment, imthg unrealized gains and losses. Changes ifathgalue of pension benefits and OF
are accounted for in accordance with ASC 715 Comsgition — Retirement Benefits as discussed in N8jePension and Other Benefits.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (conti nued)

The following tables set forth a reconciliation @fanges in the fair value of the assets aboveat®atlassified as Level 3 in the fair ve
hierarchy for the twelve month periods ended Deaam3h, 2009.

Year Ended
December
31, 2009
(In
Thousands)
Pension asse-Level 3, January 1, 20( $ 9,68¢
Unrealized gains and (losses), (41¢)
Realized gains and (losses), (1,380
Purchases, sales, issuances, and settlel (4,412
Transfers in and/or out of Level -
Pension asse-Level 3, December 31, 20( $ 3,47¢
Change in unrealized gains (losses), net relatimgehsion assets still held as of December 31, $ (416)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (conti nued)

(L) QUARTERLY FINANCIAL DATA (UNAUDITED)

Selected quarterly financial data for 2009 and 28@8set forth below

1 st 2 nd 3rd 4 th
Quarter Quarter Quarter Quarter
(In Thousands, Except Per Share Amounts
2009

Operating Revenue $ 235,50¢ 200,36 255,21: 205,46
Operating Income from Continuing Operatic 28,56¢ 30,98¢ 42,16 20,70:
Continuing Operation 12,08¢ 13,80( 21,77( 6,30(
Discontinued Operations (Note | (47) (32) (30) (34)
Net Earnings $ 12,04. 13,76¢ 21,74( 6,76¢
Earnings Per Share of Common St~ Basic: (1)

Continuing Operation $ 0.4¢ 0.51 0.7: 0.22
Discontinued Operations (Note | - - - -
Net Earnings (Loss $ 0.4¢ 0.51 0.78 0.22
Earnings Per Share of Common St~ Diluted: (2)

Continuing Operation $ 0.47 0.51 0.7: 0.22
Discontinued Operations (Note N) - - - -
Net Earnings $ 0.47 0.51 0.7% 0.22

2008

Operating Revenue $ 234,62 216,13( 278,71 219,24¢
Operating Income from Continuing Operatic 18,66¢ 25,72( 43,89’ 25,84«
Continuing Operation 6,644 11,28¢ 21,63 8,822
Discontinued Operations (Note N) (57) (17) (93) (70)
Net Earnings $ 6,581 11,272 21,53¢ 8,75:
Earnings Per Share of Common St~ Basic: (1)

Continuing Operation $ 0.2¢ 0.4f 0.8¢ 0.3¢€
Discontinued Operations (Note N) - - - (0.01)
Net Earnings $ 0.2¢ 0.4f 0.8¢ 0.3t
Earnings Per Share of Common St~ Diluted: (2)

Continuing Operation $ 0.2¢ 0.44 0.8t 0.3t
Discontinued Operations (Note N) - - - (0.00)
Net Earnings $ 0.2¢ 0.44 0.8t 0.3¢4

(1) Based on weighted average number of sharatamding each quarte
(2) Based on weighted average number of sharetamaling each quarter. Reflecting the effect aftilie stock optionsperformance share

and restricted stocl
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (conti nued)

(M) SEGMENT INFORMATION

UIL Holdings has two reporting segments relatetVtodistribution of electricity and transmission electricity. Revenues from intesegmer
transactions are not material. All of UIL Holdingevenues are derived in the United States. THewiolg measures of segment profit .
loss are utilized by management to make decisibositaallocating resources to the segments and sisggserformance. The following ta
reconciles certain segment information with thadvied in UIL Holdings’ Consolidated Financial Statements. In the tabistrildutior
includes all utility revenue and expenses exceptrimsmission, which is provided in a separatermoml. “Other”includes the information fi
the remainder of UIL Holdings’ noutility activities and unallocated corporate costsjuding minority interest investments and adrsiirsitive
costs.

(In Thousands)
December 31, 200!

Ul
Distribution ~ Transmissior Total Ul Other (1) Total

Operating Revenue $ 726,56: $ 169,11¢ $ 895,68: $ 86 $ 896,55(
Purchased powe 333,33¢ - 333,33¢ - 333,33¢
Operation and maintenan 195,89 29,021 224,92: 682 225,60
Transmission wholesa - 57,01: 57,01: - 57,01:
Depreciation and amortizatic 85,61% 12,34¢ 97,96¢ 15C 98,11¢
Taxes- other than income tax 40,97¢ 19,08( 60,05¢ 4 60,06:
Operating Income (Lost 70,73¢ 51,65’ 122,38! 33 122,41¢
Other Income and (Deductions), | 5,58¢ (33) 5,55 33 5,58¢
Interest Charges, n 24,59: 11,69¢ 36,29 4,10¢ 40,40(
Income (Loss) From Continuing Operations Bel
Income

Taxes and Equity Earnin 51,72¢ 39,91¢ 91,641 (4,047 87,60
Income Taxes (Benefit: 20,10¢ 14,62’ 34,73: (1,529 33,20¢
Income (Loss) From Continuing Operations Bel
Equity Earnings 31,62: 25,29: 56,91+ (2,519 54,40(
Income (Losses) from Equity Investments 59 - 59 - 59
Income (Loss) From Continuing Operatic 31,68: 25,29: 56,97: (2,519 54,45¢
Discontinued Operations, Net of Tax - - - (142) (142)
Net Income (Loss $ 31,68. $ 25,29: $ 56,97! $ (2,656 $ 54,311

Ul (2)
Distribution ~ Transmissior Total Ul Other (1) (3) Total

Total Assets at December 31, 2( $ - 3 - $ 220306 $ 18,69¢ $ 2,221,76!

(1) Includes UIL Holdings Corporate and UIL Holdsigor-utility businesses

(2) Information for segmenting total assets betwBgstribution and Transmission is not availableotdl Ul assets are disclosed inthe T
Ul column. Net plant in service

segregated by segment and, as of December 31, 888%691.1 million and $461.8 million for Digttion and Transmission, respective
As of December 31, 2008, net plant in service wa0$l million and $444.3 million for Distributicand Transmission, respective

(3) Includes assets of discontinued operations tozldale.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (conti nued)

(M) SEGMENT INFORMATION (Continued)
(In Thousands)

Operating Revenue

Fuel and Energ

Operation and maintenan
Transmission wholesa
Depreciation and amortizatic
Taxes- other than income tax

Operating Income (Loss)
Other Income and (Deductions), net
Interest Charges, n

Income (Loss) From Continuing Operations Bel
Income

Taxes and Equity Earnin
Income Taxes (Benefit:
Income (Loss) From Continuing Operations Before
Equity Earnings
Income (Losses) from Equity Investments
Income (Loss) From Continuing Operatic
Discontinued Operations, Net of Tax
Net Income (Loss

Total Assets

Operating Revenue

Fuel and Energ

Operation and maintenan
Transmission wholesa
Depreciation and amortizatic
Taxes - other than income taxes

Operating Income (Loss)
Other Income and (Deductions), net
Interest Charges, net

Income (Loss) From Continuing Operations Before
Income

Taxes and Equity Earnin
Income Taxes (Benefit:
Income (Loss) From Continuing Operations Before
Equity Earnings
Income (Losses) from Equity Investme
Income (Loss) From Continuing Operatic
Discontinued Operations, Net of Tax

December 31, 200:

Ul

Distribution ~ Transmissior Total Ul Other (1) Total
$ 812,96( $ 134,98( $ 947,94( $ 78C % 948,72(
424,24! - 424,24! - 424,24!
188,21« 23,37 211,58 1,03¢ 212,62:
- 46,36¢ 46,36¢ - 46,36¢
96,01¢ 4,951 100,96 16C 101,12¢
37,79: 12,44« 50,23¢ (6) 50,23(
66,69 47,84« 114,53 (40¢€) 114,12
1,46 1,201 2,66¢ 67¢ 3,33¢
19,95¢ 10,00( 29,95¢ 4,19¢ 34,15
48,19¢ 39,04¢ 87,24 (3,929 83,31«
20,57¢ 15,36¢ 35,94¢ (1,224 34,72«
27,61¢ 23,67¢ 51,29: (2,70%) 48,59(
(20£) - (20£) - (20£)
27,41+ 23,67¢ 51,09( (2,70%) 48,38!
- - - (237) (237)
$ 27,41 $ 23,67¢ $ 51,09 $ (2,947 $ 48,14¢

Ul (2)

Distribution ~ Transmission Total Ul Other (1) (3) Total

$ - $ - $ 206488 $ 18,297 $ 2,083,18!
December 31, 200
Ul

Distribution ~ Transmissior Total Ul Other (1) Total
$ 893,73. $ 87,27 $ 981,00: $ 99t % 981,99¢
516,48 - 516,48 - 516,48
187,17: 18,86 206,03. 1,55: 207,58!
- 32,76 32,76 - 32,76
85,26¢ 4,88¢ 90,15¢ 21z 90,37(
35,24¢ 9,37¢ 44,62¢ 4 44,62¢
69,55¢ 21,38t¢ 90,93¢ (774) 90,16¢
7,89: 1,62¢ 9,421 3,47¢ 12,89¢
17,62¢ 4,59¢ 22,22" 4,31¢ 26,54¢
59,82( 18,31 78,13 (1,619 76,51¢
25,23¢ 5,68¢ 30,92: (409) 30,51:
34,58¢ 12,62¢ 47,21 (2,209 46,001
69(C - 69(C - 69(C
35,27« 12,62¢ 47,90: (1,209 46,69:!
- - - (1,996 (1,996
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Net Income (Loss $ 35,27 $ 12,62¢ $ 47,905cregning Dasgmg)z of2 44,69’
T dg -
Ul (2)
Distribution ~ Transmissior Total Ul Other (1) (3) Total
Total Asset: $ - $ - $ 171731 $ 58,51¢ $ 1,775,83

(1) Includes UIL Holdings Corporate and UIL Holds\gnor-utility

businesses

(2) Information for segmenting total assets betwestribution and Transmission is not availabletaldJI assets are
disclosed in the Total Ul columr

Net plant in service is segregated by segmentasdf December 31, 2008, was 629.1 million and &Hllion for
Distribution and Transmission, respective

As of December 31, 2007, net plant in service WE&7$ million and $350.4 million for Distributiomd Transmissior
respectively

(3) Includes assets of discontinued operations foeld

sale.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (conti nued)

(N) DISCONTINUED OPERATIONS

UIL Holdings substantially completed its sale oé thusiness of its whollgwned subsidiary Xcelecom, effective December 3D62 and i
accordance with the provisions of ASC 360, the ltesof those Xcelecom businesses have been repasgetiscontinued operations in
accompanying Consolidated Statement of Incometeryears ended December 31, 2009, 2008 and 20§¥atévely, and as discontint
operations held for sale in the Consolidated BadaBleet as of December 31, 2009 and 2008. Cettalecom businesses that did not r
the criteria of ASC 360 are reported in continuapgrations. A summary of the discontinued openatiaf Xcelecom follows:

2009 2008 2007
(In Thousands)

Net operating revenut $ - $ - $ -
Operating loss $ (250 $ 677 $ (1,929
Loss before income tax: $ (250 $ (389) $ (3,389
Income tax benef 10€ 152 1,39:
Loss from discontinued operations,

of tax, excluding loss on sales of subsidiames,of tax (142) (237) (1,99¢)
Loss on sale of subsidiaries, net of tax - - -
Net loss from discontinued operatic $ (142) $ 237) $ (1,996

Financial results going forward could be positivelynegatively impacted by the following Xcelecowntractual divestiture issues: (1)
completion of certain outstanding projects for whligdIL Holdings retained financial responsibilityda2) the collection of certain accou
receivables and promissory notes related to thessal certain Xcelecom companies. UIL Holdingsodigs exposure (a) relating to
indemnification obligations to the buyers of thenier Xcelecom companies under the agreementsngladithe sales of those companies,
(b) to the sureties that have provided performémareds to certain former Xcelecom companies reltdegrojects bid or awarded prior to
sales of those companies.

UIL Holdings is contingently liable to sureties performance and payment bonds issued by thoseiesjretlating to construction proje
entered into by Xcelecom and its former subsidgaitethe normal course of business. Surety boadwin outstanding on certain proje
being completed by Xcelecomformer companies. As of December 31, 2009, msrétad issued bonds for the account of Xcelecortiné
aggregate amount of approximately $16.5 milliothe Bxpected remaining cost to complete for theeptsjcovered by such surety bonds
approximately $0.1 million as of December 31, 20Qreties have never been required to make pagnoeniXcelecons behalf under tt
bonds, and UIL Holdings believes that the buyerXadlecoms former companies have every incentive to conttoygerform their obligatior
on the construction projects and have adequate geament and other resources to do so. Accorditglly Holdings concluded that it need |
record a liability in connection with these obliigais in its Consolidated Balance Sheet as of Deeerdb, 2009.

UIL Holdings has the right to certain claims rethte the sales of the Xcelecom businesses thatarimcluded in the accompanying stater
of financial position as of December 31, 2009 duartcertainty surrounding realization of the claim.

The buyer of the former Xcelecom companies compgi#is systems integration business signed a peamjisiote payable to Xcelecom or |
Holdings in connection with the sale of that bussewhich totals $1.5 million as of December 3)20In June 2009, UIL Holdings w
notified that the buyer was in default on its sertlird party credit line, which prohibits it froomaking any subordinated debt payme
including payments under the promissory note. Bldldings and the buyer have agreed to a replacemetet which calls for princip
payments beginning in July 2010 with full paymenSieptember 2011. The buyer is paying interest monthly basis.
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PRICEWATERHOUSE( COPERS

PricewaterhouseCoopars LLP
125 High Strest

Boston MA 02110

Telephone (617) 530 5000
Facsimile (617) 530 5001

Report of Independent Registered Public Accountindrirm
To the Board of Directors and Shareholders of UIL Huaygd Corporation:

In our opinion, the accompanying consolidated feialhstatements listed in the index appearing uitder 15(a) present fairly, in all material
respects, the financial position of UIL Holdingsr@oration (the Company) at December 31, 2009 arcéDéer 31, 2008, and the results of
their operations and their cash flows for eacthefthree years in the period ended December 3B, 20@onformity with accounting
principles generally accepted in the United StafeSmerica. In addition, in our opinion, the firdal statement schedule listed in the index
appearing under Item 15(a) presents fairly, inredterial respects, the information set forth theween read in conjunction with the related
consolidated financial statements. Also in ounigm, the Company maintained, in all material exgp, effective internal control over
financial reporting as of December 31, 2009, basedriteria established imternal Control - Integrated Framewoiksued by the Committee
of Sponsoring Organizations of the Treadway ComimisCOSO). The Company's management is respenfsibthese financial statements
and financial statement schedule, for maintainiifigcéve internal control over financial reportiagd for its assessment of the effectiveness of
internal control over financial reporting, includedManagement's Report on Internal Control OveaRtial Reporting appearing under Item
9A. Our responsibility is to express opinions oesth financial statements and on the Company'siadteontrol over financial reporting based
on our integrated audits. We conducted our ainligecordance with the standards of the Public GomAccounting Oversight Board (Unit
States). Those standards require that we plapearidrm the audits to obtain reasonable assurammat avhether the financial statements are
free of material misstatement and whether effedtiternal control over financial reporting was ntained in all material respects. Our audits
of the financial statements included examiningadast basis, evidence supporting the amounts igntbslures in the financial statements,
assessing the accounting principles used and gignifestimates made by management, and evaluhgngyerall financial statement
presentation. Our audit of internal control ovieahcial reporting included obtaining an understagaf internal control over financial
reporting, assessing the risk that a material weskmexists, and testing and evaluating the desigroperating effectiveness of internal control
based on the assessed risk. Our audits also etlperforming such other procedures as we considereessary in the circumstances. We
believe that our audits provide a reasonable Basisur opinions.

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of financial
reporting and the preparation of financial statetméor 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 refleettiiansactions and dispositions of the assetseoédmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (iii) provide readslaassurance regarding prevention or timely dietecf unauthorized acquisition, use, or
disposition of the company'’s assets that could lzareaterial 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 agexct to the risk that controls may become inadézjbecause of changes in conditions, or
the degree of compliance with the policies or pdates may deteriorate.

/sl PricewaterhouseCoopers LLP
February 17, 2010
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ltem 9. Changes in and Disagreements with Accousmts on Accounting and Financial Disclosure.
None

Item 9A. Controls and Procedures.

Conclusion Regarding the Effectiveness of DisclosairControls and Procedures

UIL Holdings maintains disclosure controls and gahares that are designed to ensure that informatiquired to be disclosed in its peric
reports to the SEC is recorded, processed, sumadaaizd reported within the time periods specifiethe SECs rules and forms, and that s
information is accumulated and communicated to Hildings’ management, including its Chief Executive Officed &hief Financial Office
as appropriate, to allow timely decisions regardieguired disclosure based on the definition ok¢thsure controls and procedurés’Rule
13a-15(e) and Rule 15M(e) under the Securities Exchange Act of 1934&nagement designed its disclosure controls andegtoes t
provide reasonable assurance of achieving theeattkesontrol objectives.

UIL Holdings carried out an evaluation, under thgeyvision and with the participation of its managat, including its Chief Executi
Officer and its Chief Financial Officer, of the eftiveness of the design and operation of UIL Haldi disclosure controls and procedure
of December 31, 2009. As of December 31, 2009, Hdldings’ Chief Executive Officer and its Chief Financial ©&r concluded that i
disclosure controls and procedures were effective @ovided reasonable assurance that the disel@mntrols and procedures accomplis
their objectives.

Changes in Internal Control Over Financial Reporting

There have been no changes in UIL Holdingsernal control over financial reporting duringetiquarter ended December 31, 2009 that
materially affected, or are reasonably likely totemilly affect, UIL Holdings’ internal control ovdinancial reporting.

Report of Management on Internal Control Over Finarcial Reporting

Management of UIL Holdings is responsible for ebshing and maintaining adequate internal contnrofinancial reporting as defined
Rules 13a-15(f) and 15d-15(f) under the Securiieshange Act of 1934. UIL Holding#ternal control over financial reporting is a pest
designed to provide reasonable assurance regatténgeliability of financial reporting and the pegption of financial statements for exte
purposes in accordance with accounting principksegally accepted in the United States of Ameriogéernal control over financial reporti
includes those policies and procedures that (fpjpeto the maintenance of records that, in reasiendetail, accurately and fairly reflect
transactions and dispositions of the assets of Hibldings; (2) provide reasonable assurance thas#etions are recorded as necesse
permit preparation of financial statements in adaoce with accounting principles generally accepitethe United States of America,;
provide reasonable assurance that receipts andnéitpess of UIL Holdings are being made only in @cance with authorization
management and directors of UIL Holdings; and (#vjale reasonable assurance regarding preventidimety detection of unauthoriz
acquisition, use or disposition of assets thatdbialve a material effect on the consolidated fiferstatements.

Internal control over financial reporting includide® controls themselves, monitoring (including intd auditing practices) and actions take
correct deficiencies as identified.

Because of its inherent limitations, internal cohtwver financial reporting may not prevent or @ttaisstatements. Further, one cannot as
that existing internal control over financial repog will be effective in future periods due to dges in conditions, or deterioration in
degree of compliance with existing policies or mares.

Management assessed the effectiveness of UIL Hgddinternal control over financial reporting as of Beter 31, 2009. Management bz
this assessment on criteria for effective intecwaitrol over financial reporting described in “Intal Control — Integrated Frameworigsuel
by the Committee of Sponsoring Organizations of Theadway Commission. Based on this assessmemgagement determined that, a
December 31, 2009, UIL Holdings maintained effeetivternal control over financial reporting.
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The effectiveness of the Company's internal contosker financial reporting as of December 31, 200f@s been audited
PricewaterhouseCoopers LLP, an independent registmrblic accounting firm, as stated in their répdrich appears herein.

Item 9B. Other Information.
None

Part Il
Item 10. Directors, Executive Officers and Corporée Governance.

The information appearing under the captions “ELEQN OF DIRECTORS” and SECTION 16(a) BENEFICIAL OWNERSH
REPORTING COMPLIANCE” in UIL Holdings Corporation’@JIL Holdings’) definitive Proxy Statement for the Annual Meetingthe
Shareowners scheduled to be held on May 11, 20hichwProxy Statement is expected to be filed whb Securities and Exchar
Commission on or about March 31, 2010, is incorataby reference in partial answer to this itenee &lso “EXECUTIVE OFFICERS,”
following Part I, Item 4 herein. The UIL Holding3ode of Ethics for the Chief Executive Officer, $ldents, and Senior Financial Officer
available on UIL Holdings’ website_( www.uil.cojnand is included as Exhibit 14 to this filing Barm 10-K.

ltem 11. Executive Compensation.

The information appearing under the captions “CE&NBATION DISCUSSION AND ANALYSIS,” SUMMARY COMPENSATION
TABLE,” “GRANTS OF PLAN-BASED AWARDS,” “OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END,” “OPTIONS
EXERCISES AND STOCK VESTED,” “QUALIFIED AND SUPPLEENTAL EXECUTIVE DEFINED BENEFIT RETIREMENT PLANS,”
“NONQUALIFIED DEFERRED COMPENSATION,” POSTRETIREMENT PAYMENTS AND BENEFITS UPON TERMINADN OF
CHANGE IN CONTROLS,” “DIRECTORS’ COMPENSATION,”COMPENSATION AND EXECUTIVE DEVELOPMENT COMMITTE
REPORT ON EXECUTIVE COMPENSATION,” and “COMPENSATNOCOMMITTEE INTERLOCKS AND INSIDER PARTICIPATION,”
in UIL Holdings’ definitive Proxy Statement for the Annual Meetinfgtlee Shareowners scheduled to be held on May @10,2which Prox
Statement is expected to be filed with the Sea#itind Exchange Commission on or about March 310,28 incorporated by reference
answer to this item.

ltem 12. Security Ownership of Certain BeneficialDwners and Management and Related Stockholder Matts.

The information appearing under the captions “PRIR. SHAREOWNERS” and STOCK OWNERSHIP OF DIRECTORS AN
OFFICERS” in UIL Holdings’definitive Proxy Statement for the Annual Meetirfgtlee Shareowners scheduled to be held on May Q10
which Proxy Statement is expected to be filed wlith Securities and Exchange Commission on or aldench 31, 2010, is incorporated
reference in partial answer to this item. The iinfation appearing in Item 5, “Market for UIL Holdjs' Common Equity, Related Stockhol
Matters and Issuer Purchases of Equity Securitieguity Compensation Plan Informations’incorporated by reference in partial answt
this item.

Iltem 13. Certain Relationships and Related Transdmns and Director Independence.
The information appearing under the captions “TRAKIIONS WITH RELATED PERSONS,” and “ELECTION OF DECTORS-
DIRECTORS’ INDEPENDENCE” in UIL Holdingsdefinitive Proxy Statement for the Annual Meetinfgtlee Shareowners scheduled tc

held on May 11, 2010, which Proxy Statement is etgueto be filed with the Securities and Exchangen@ission on or about March !
2010, is incorporated by reference in answer ®ithim.
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Item 14. Principal Accounting Fees and Services.
The information appearing under the caption “BOARIF DIRECTORS REPORT OF THE AUDIT COMMITTEE” in UlHoldings’
definitive Proxy Statement for the Annual Meetinfjtbe Shareowners scheduled to be held on May 1B,288ich Proxy Statement
expected to be filed with the Securities and ExgeaBommission on or about March 31, 2009, is ino@ted by reference in answer to
item.
Part IV
Item 15. Exhibits, Financial Statement Schedules.
(a) The following documents are filed as a parthdg report:
Financial Statements (see Item 8):
Consolidated Statement of Income for the years@ieember 31, 2009, 2008 and 2007
Consolidated Statement of Comprehensive Incomthéoyears ended December 31, 2009, 2008 and 2007
Consolidated Statement of Cash Flows for the yeaded December 31, 2009, 2008 and 2007
Consolidated Balance Sheet, December 31, 2009G0®I 2
Consolidated Statement of Changes in Shareh¢ Equity for the years ended December 31, 2009, 20@82007
Notes to Consolidated Financial Statements
Report of independent registered public accourfiing

Financial Statement Schedule (see S-1)

Schedule Ii- Valuation and Qualifying Accounts for the yearsleth December 31, 2009, 2008 and 2
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(b) Exhibits:

Pursuant to Rule 1282 under the Securities Exchange Act of 1934, tedathe following listed exhibits, which are ameel as exhibits
previous statements and reports filed by UIL HaddirCorporation (Commission File Numbed8652) (UIL) and/or The United llluminati
Company (Commission File Number6¥Z88) (Ul), are hereby incorporated by referencexdsbits to this report. Such statements andris
are identified by reference numbers as follows:

(1) Filed with Ul and UIL Quarterly Report (Form -Q) for fiscal quarter ended September 30, 2!
(2) Filed with UIL Quarterly Report (Form -Q) for fiscal quarter ended June 30, 2C
(3) Filed with Ul Registration Statement No.-40169, effective August 12, 19¢
(4) Filed with Ul Registration Statement N¢-57275, effective October 19, 19
(5) Filed with Ul Annual Report (Form -K) for fiscal year ended December 31, 19
(6) Filed with Ul Annual Report (Form -K) for fiscal year ended December 31, 19
(7) Filed with Ul Registration Statement N¢-60849, effective July 24, 197
(8) Filed with UIL Quarterly Report (Form -Q) for fiscal quarter ended September 30, 2!
(9) Filed with Ul Annual Report (Form -K) for fiscal year ended December 31, 20
(10) Filed with UIL Quarterly Report (Form -Q) for fiscal quarter ended March 31, 20
(11) Filed with Ul Annual Report (Form -K) for fiscal year ended December 31, 20
(12) Filed with UIL Quarterly Report (Form -Q) for fiscal quarter ended March 31, 20
(13) Filed with UIL Current Report (Form-K) dated July 8, 200:
(14) Filed with UIL Current Report (Form-K) dated January 10, 20C
(15) Filed with UIL Current Report (Form-K) dated July 25, 200!
(16) Filed with UIL Annual Report (Form -K) for fiscal year ended December 31, 20
(17) Filed with UIL Current Report (Form-K) dated September 26, 20(
(18) Filed with UIL Current Report (Form-K) dated November 28, 200
(19) Filed with UIL Quarterly Report (Form -Q) for fiscal quarter ended March 31, 20
(20) Filed with UIL Quarterly Report (Form -Q) for fiscal quarter ended June 30, 2C
(21) Filed with UIL Quarterly Report (Form -Q) for fiscal quarter ended September 30, 2!
(22) Filed with UIL Annual Report (Form :-K) for fiscal year ended December 31, 20
(23) Filed with UIL Quarterly Report (Form -Q) for fiscal quarter ended March 31, 20
(24) Filed with UIL Quarterly Report (Form -Q) for fiscal quarter ended June 30, 2C
(25) Filed with UIL Annual Report (Form -K) for fiscal year ended December 31, 20
(26) Filed with UIL Quarterly Report (Form -Q) for fiscal quarter ended June 30, 2C
(27) Filed with UIL Current Report (Form-K) dated August 1, 200!
(28) Filed with UIL Quarterly Report (Form -Q) for fiscal quarter ended June 30, 2C
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Restated Purchase Agreement by and among Trans&m#gg Inc., TransEnergie U.S. Ltd., Uni
Capital Investments, Inc., CroSsund Cable Company, LLC, BBI CSC LLC, Babcock &®n
Infrastructure Limited, Babcock & Brown Investor r@iees Ltd., HydroQuebec, and Unit
Resources, Inc., dated February 14, 2I

Amendment No. 1 to Restated Purchase Agreement noly aanong TransEnergie HQ, Ir
TransEnergie U.S. Ltd., United Capital Investmeits,, CrossSound Cable Company, LLC, B
CSC LLC, Babcock & Brown Infrastructure Limited, lBaock & Brown Investor Services Lt
Hydro-Quebec, and United Resources, Inc., dated FebR2ar006

Amendment No. 2 to Restated Purchase Agreement oy aanong TransEnergie HQ, Ir
TransEnergie U.S. Ltd., United Capital Investments,, Crosssound Cable Company, LLC, B
CSC LLC, Babcock & Brown Infrastructure Limited, lBaock & Brown Investor Services Lt
Hydro-Quebec, and United Resources, Inc., dated Feb24ar006

Settlement Agreement and Release by and amongdJBiidgeport Energy, Inc., Duke Bridgef
Energy, LLC, UIL Holdings Corporation, Duke CapjtélLC, Bridgeport Energy LLC, and N
Development and Design Company, LLC, dated Jan8iar2006.

Stock Purchase Agreement by and among UIL HoldiGggporation, Xcelecom, Inc. and NV
Corporation for all of the outstanding stock of difir Systems, Inc., The Datastore, Incorpor:
and Datanet Services, Inc., dated August 29, Z

Securities Purchase Agreement by and among UIL iRigdd Corporation, Xcelecom, Inc. ¢
ODEC Holding Corporation for all of the outstandistpck of Orlando Diefenderfer Electri
Contractors, Inc., dated October 30, 2(

Securities Purchase Agreement by and among UIL inigédCorporation, Xcelecom, Inc. and °
Acquisition Corporation for all of the outstandistpck of Terrys Electric, Inc., dated Novemt
30, 2006.

Securities Purchase Agreement by and among UIL ingédCorporation, Xcelecom, Inc. and Al
Brite-Way Electrical Contractors, Inc., as a wholly owrsdsidiary of SAIDS LLC, and SAIL
LLC for all of the outstanding stock of Allan BzitVay Electrical Contractors, Inc., da
December 29, 200!

Securities Purchase Agreement by and among UIL iRigdd Corporation, Xcelecom, Inc. ¢
Phalcon LTD. for all of the outstanding stock andmiership units of McPhee Electric LTD, LI
JBL Electric, Inc. and JE Richards, Inc., dated émelber 29, 200¢

Certificate of Incorporation of UIL Holdings Corgaron, as amended through May 11, 2(
Bylaws of UIL Holdings Corporation as amended tlylod\pril 27, 2009

Indenture, dated as of August 1, 1991, from Thetédhilluminating Company to The Bank of N
York, Trustee

Note Purchase Agreement, dated July 29, 2008 #8%.Series A Senior Notes, 6.51% Seri
Senior Notes, and 6.61% Series C Senior Ni

Note Purchase Agreement, dated December 10, 20@6b% Senior Note!

Stockholder Agreement, dated as of July 1, 1964rgrthe various stockholders of Connec
Yankee Atomic Power Company, including The Unitilahtinating Company

Power Contract, dated as of July 1, 1964, betwemme&cticut Yankee Atomic Power Comp
and The United llluminating Compar
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10.2¢ (6)
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10.7* (13)
10.7a* (26)
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10.10* (14)
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10.12b* (23)
10.12¢* (24)
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Additional Power Contract, dated as of April 30849between Connecticut Yankee Atomic Pc
Company and The United Illuminating Compa

1987 Supplementary Power Contract, dated as ofl Apfi987, supplementing Exhibits 10.2a
10.2b.

1996 Amendatory Agreement, dated as of DecemhE9965, amending Exhibits 10.2b and 10
First Supplement to 1996 Amendatory Agreement,dlate of February 10, 1997, supplemer
Exhibit 10.2d.

Capital Funds Agreement, dated as of SeptembeB@4,lbetween Connecticut Yankee Ato
Power Company and The United llluminating Comp:

Capital Contributions Agreement, dated October 1867, between The United Illuminat
Company and Connecticut Yankee Atomic Power Compatixhibit

Amended and restated Transmission Line AgreemeteddMay 15, 2003, between the Stat
Connecticut Department of Transportation and Thiaddrlluminating Compan'

Agreement and Supplemental Agreement, effective yr2002, between The United Illuminar
Company and Local 4-1, Utility Workers Union of America, AF-CIO.

Employment Agreement, dated as of July 8, 2005yd&en The United llluminating Company
Richard J. Nicholas

First Amendment, dated August 4, 2008, to Employimegreement, dated as of July 8, 2(
between The United Illluminating Company and RicharNicholas

Performance Share Agreement for TSR PerformanceeShdated July 8, 2005, between
Holdings Corporation and Richard J. Nichol

Stock Option Agreement, dated September 26, 208&yden UIL Holdings Corporation a
Richard J. Nicholas

Employment Agreement, dated as of January 10, 2086yeen UIL Holdings Corporation &
James P. Torgersa

First Amendment, dated August 4, 2008, to Employmdgreement, dated as of January 10, 2
between UIL Holdings Corporation and James P. Trsaye

UIL Holdings Corporation 1999 Amended and Restddck Plan, as Amended and Rest
effective March 24, 200!

First Amendment to the UIL Holdings Corporation 298mended and Restated Stock Plan, ¢
July 26, 2005

Second Amendment to the UIL Holdings Corporatio®d®mended and Restated Stock F
dated March 27, 200

Third Amendment to the UIL Holdings Corporation 998mended and Restated Stock Plan, ¢
December 23, 200

Amended and restated UIL Holdings Corporation CleaimgControl Severance Plan dated Au
4,2008.

Non-Employee Director Common Stock and Deferred Compensation Plan of Huldings
Corporation, as amended through December 31, :

UIL Holdings Corporation Nc-Employee Directors Change in Control Severance.|

UIL Holdings Corporation Deferred Compensation PEsoriginally adopted effective January
2003, reflecting amendments through March 24, 2

Second Amendment to the UIL Holdings Corporatioriebred Compensation Pla

Third Amendment to the UIL Holdings Corporation BeEd Compensation Plan, dated Marct
2007.

UIL Holdings Corporation Senior Executive Incent@empensation Progral

UIL Holdings Corporation Executive Incentive Compation Progran
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(20) 10.19a* (16) First Amendment to UIL Holdings Corporation Exegetincentive Compensation Progr:

(20) 10.20* (16) Form of Annual Performance Share Agreement under WhL Holdings Corporation 19!
Amended and Restated Stock F

(20) 10.21* (23) Employment Agreement, dated February 28, 2007, éetwJIL Holdings Corporation and Lir
L. Randell.

(20) 10.21a* (26) First Amendment, dated August 4, 2008, to Employtmsgreement, dated as of February
2007, between UIL Holdings Corporation and Linddlandell.

(20) 10.22* (25) Employment Agreement, dated January 26, 2004, eetwide United llluminating Company &
Anthony J. Vallillo.

(20) 10.22a* (25) First Amendment, dated, November 18, 2004 to Emmpkayt Agreement, dated as of January
2004, between The United llluminating Company amthany J. Vallillo.

(10) 10.22b* (25) Second Amendment, dated, November 28, 2005 to Emy@ot Agreement, dated as of Jani
26, 2004, between The United llluminating Compang Anthony J. Vallillo.

(20) 10.22c* (26) Third Amendment, dated August 4, 2008, to Employim&greement, dated as of January
2004, between The United llluminating Company amthany J. Vallillo.

(20) 10.23* (25) Employment Agreement, dated March 26, 2004, betwien United Illuminating Company a
Richard J. Reec

(20) 10.23a* (25) First Amendment, dated, November 18, 2004 to Empkxyt Agreement, dated as of March
2004, between The United llluminating Company amcth&d J. Reec

(20) 10.23b* (26) Second Amendment, dated August 4, 2008, to Emplaymgreement, dated as of March
2004, between The United llluminating Company aich&d J. Reec

(20) 10.24* (25) Employment Agreement, dated July 1, 2005, betwebka United Illuminating Company a
Steven P. Favuzz

(10) 10.25* (26) UIL Holdings Corporation 2008 Stock and Incentiven@pensation Plan dated May 14, 2(

(20) 10.26* (26) The United llluminating Company Deferred Comperwatlan Grandfathered Benefits Provis
dated August 4, 200:

(20) 10.27* (26) The United llluminating Company Deferred CompermsatPlan No-Grandfathered Benef
Provisions dated August 4, 20(

(20) 10.28* (26) The United llluminating Company Supplemental ExaaitRetirement Plan Grandfathe
Benefits Provisions dated August 4, 20

(10) 10.29* (26) The United llluminating Company Supplemental Exa@itRetirement Plan No@randfathere
Benefits Provisions dated August 4, 20

14 14 21 UIL Holdings Corporation Code of Ethics for the €hExecutive Officer, Presidents, and Se
g p

Financial Officers. (Exhibit 14

(23) 23 Consent of Independent Registered Public Accourfing

(31) 31.1 Certification of Periodic Financial Repo

(31) 31.2 Certification of Periodic Financial Repo

(32) 32 Certification of Periodic Financial Repo

*  Management contract or compensatory plaar@ngement.
** UIL Holdings agrees to furnish a supplementary capyany omitted schedules to this Agreement to $seurities and Exchan
Commission upon reque:

The foregoing list of exhibits does not includetinments defining the rights of the holders of airtlongterm debt of UIL Holding
Corporation and its subsidiaries where the totabwam of securities authorized to be issued underirtetrument does not exceed ten pe
(10%) of the total assets of UIL Holdings Corparatand its subsidiaries on a consolidated bastsidh Holdings Corporation hereby agr
to furnish a copy of each such instrument to theuBtes and Exchange Commission on request.
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SIGNATURES

Pursuant to the requirements of Section 13 of #muties Exchange Act of 1934, UIL Holdings hasydtaused this report to be signed ol
behalf by the undersigned, thereunto duly authdrize

UIL HOLDINGS CORPORATION

Date: February 17, 2010 By /s/ James P. Torger
James P.

Torgersor
President and Chit
Executive Officel

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
registrant and in the capacities and on the dathsdted.

Signature Title Date
/s/ James P. Torgers Director, President and Chief Executive Offi February 17, 201

(James P. Torgerson)
(Principal Executive
Officer)

/sl Richard J. Nicholas Executive Vice President and Chief FinancialFebruary 17, 2010
Officer

(Richard J. Nicholas
(Principal Financie
Officer)

/sl Steven P. Favuz. Vice President anController February 17, 201
(Steven P. Favuzz

(Principal Accounting

Officer)

/sl F. Patrick McFadden, Director and Chairman February 17, 2010
Jr.

(F. Patrick McFadden, Ji

/s/ Betsy Henle-Cohn Director February 17, 2010
(Betsy Henle-Cohn)

/s/ James A. Thome Director February 17, 2010
(James A. Thoma:

/s/ John L. Lahe' Director February 17, 2010
(John L. Lahey
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/s/ Marc C. Breslawsk

(Marc C. Breslawsky

/s/ Thelma R. Albrigh

(Thelma R. Albright

/s/ Arnold L. Chast

(Arnold L. Chase

/sl Daniel J. Miglic

(Daniel J. Miglio)

s/ William F. Murdy

(William F. Murdy)

/s/ Donald R. Shassi

(Donald R. Shassial

Director

Director

Director

Director

Director

Director
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UIL Holdings Corporation
Schedule I1- Valuation and Qualifying Accounts
For the Year Ended December 31, 2009, 2008 and 2C
(Thousands of Dollars)

Col. A. Col. B. Col.C Col. D. Col. E.
Additions
Balance at Charged to Charged to Balance at
Beginning Costs and Other End
Classification of Period Expenses Accounts Deductions of Period

RESERVE DEDUCTION FROM
ASSETS TO WHICH IT APPLIES:

Reserve for uncollectib
accounts (consolidate

2009 $ 4500 $ 22,17¢ $ - % 22,17¢ (A) $ 4,50(
2008 $ 3,90 $ 22,15( $ - $ 21,55 (A) $ 4,50(
2007 $ 2,600 $ 15,85¢ $ - % 14,55¢ (A) $ 3,90(

(A) Accounts written off, net of recoveri
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