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PROPOSED FINAL DECISION
l. INTRODUCTION
A. SUMMARY

In this Decision, the Public Utilities Regulatory Authority approves a proposed
change of control by Iberdrola, S.A, Iberdrola USA, Inc., Iberdrola USA Networks, Inc.,
Green Merger Sub, Inc., and UIL Holdings Corporation. The Public Utilities Regulatory
Authority finds that the applicants possess the requisite financial, technological and
managerial suitability and responsibility to operate a public service company and
provide safe, adequate, and reliable service to the public. In addition, the Public Utilities
Regulatory Authority finds that the proposed transaction, as structured in the settlement
agreement entered into by and between Iberdrola USA Networks, Inc., Iberdrola USA,
Inc., Iberdrola, S.A., Green Merger Sub, Inc., UIL Holdings Corporation, and the Office
of Consumer Counsel, along with the modifications made herein, is in the public
interest.

B. BACKGROUND OF THE PROCEEDING

By application dated March 25, 2015 in Docket No. 15-03-45, Joint Application of
Iberdrola, S.A., et al, and UIL Holdings Corporation for Approval of a Change of Control,
Iberdrola, S.A. (lberdrola), Iberdrola USA, Inc. (IUSA), Iberdrola USA Networks, Inc.
(Networks), Green Merger Sub, Inc. (Merger Sub; together, the IUSA Affiliates) and UIL
Holdings Corporation (UIL; collectively, Applicants) requested the approval of a change
of control of UIL (Initial Request). On June 30, 2015, the Public Utilities Regulatory
Authority (Authority or PURA) issued a proposed final Decision (Proposed Final
Decision) in Docket No. 15-03-45 denying the Initial Request. By letter dated July 7,
2015, the Applicants withdrew the Initial Request and requested the docket be
terminated as of that date. The Applicants stated their intent to file a new application for
a change of control by the end of July. In response to the Applicants’ withdrawal of the
March 25, 2015 application, the Authority closed that docket.

On July 31, 2015, the Applicants jointly submitted a new application (Application)
to the Authority pursuant to §16-47 of the General Statutes of Connecticut (Conn. Gen.
Stat.) for approval of a change of control of UIL and its three Connecticut utilities, The
United llluminating Company (Ul), The Southern Connecticut Gas Company (Southern)
and Connecticut Natural Gas Corporation (CNG; collectively, the UIL Utilities), as well
as CNG and Southern’s intermediate holding companies, CTG Resources, Inc. and
Connecticut Energy Corporation (Proposed Transaction). In the Proposed Transaction,
the UIL utilities would be owned by UIL, which would be owned by the special purpose
entity (SPE) discussed in Section III.B.1. Financial Suitability and Responsibility. The
SPE would be owned by Networks, a direct wholly-owned subsidiary of I[USA.

C. CONDUCT OF THE PROCEEDING

The Authority established the instant Docket pursuant to Conn. Gen. Stat. §16-47
to review the Proposed Transaction. By Notice of Hearing dated August 12, 2015, the
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Authority held a public hearing on August 31, 2015 in this matter. By Notice of
Rescheduled Continued Hearing dated September 23, 2015, the Authority held a
continued hearing on Thursday, October 8, 2015. By Notice of Close of Hearing dated
October 14, 2015, the Authority closed the hearing in this proceeding.

D. PARTIES AND INTERVENORS OR PARTICIPANTS

The Authority recognized the following as Parties to this proceeding: Iberdrola,
S.A., Plaza de Euskadi, 5 48009 Bilbao, Spain; Iberdrola USA Networks, Inc., Iberdrola
USA, Inc., Green Merger Sub, Inc., 52 Farm View Drive, New Gloucester, Maine 04260;
UIL Holdings Corporation, 157 Church St., New Haven, CT 06510; the Office of
Consumer Counsel, Ten Franklin Square, New Britain, CT 06051 (OCC) and the
Commissioner of the Department of Energy and Environmental Protection, 79 Elm
Street, Hartford, CT 06106 (DEEP).

The Authority granted Intervenor status to the following: Office of the Attorney
General (AG), Connecticut Industrial Energy Consumers, Connecticut Independent
Utility Workers Local 12924 and Eversource Energy. In addition, intervenor status
limited to issues relating to renewable generation was granted to the Alliance for Solar
Choice.

E. PuBLIc COMMENT

The Authority received six letters regarding the Application. One consumer
expressed general opposition to the change of control request filed by the Applicants.
Two individuals were concerned with matters related to UIL retirees and whether the
change of control would have any impact on retiree pensions or any other benefits
presently received by retirees. The Connecticut Economic Resource Center (CERC)
requested in its comments that if the change of control were approved by the Authority
that a condition be included that the CERC budget be maintained. See August 27, 2015
correspondence from CERC. The remaining two letters pertained to the remediation of
English Station in New Haven, CT. See Correspondence dated September 17, 2015
and September 30, 2015.

l. APPLICANTS’ PROPOSAL
A. APPLICATION

Iberdrola, IUSA and Networks applied to the Authority for approval of a change of
control, which effectuates a merger transaction between IUSA and UIL. [USA is the
sub-holding company of Iberdrola in the United States (US), and holds the share capital
of various companies that head the business in the US. These companies are referred
to as the business sub-holding companies. UIL is a US company listed on the New
York Stock Exchange (NYSE) and is the parent company of a group of companies that
engage mainly in the regulated business of delivery and distribution of electricity and
natural gas in Connecticut and Massachusetts. Application, pp. 36 and 37. UIL is a
holding company as defined in Conn. Gen. Stat. §16-47(a) (1) and owns, among other
corporations, the UIL, CNG and Southern. Application, pp. 37 and 38.
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Iberdrola USA, Green Merger Sub and UIL have executed an agreement and
plan of merger establishing the terms and conditions of this change of control
transaction. Application, Exhibit G-1. The Applicants requested approval of the
Proposed Transaction whereby UIL would merge with and into Merger Sub, which is a
direct wholly owned subsidiary of IUSA and an indirect subsidiary of Iberdrola (Merger
Transaction).

The Merger Transaction would be achieved pursuant to the terms of an
Agreement and Plan of Merger dated February 25, 2015, signed by IUSA, UIL and
Merger Sub (Merger Agreement). The Merger Agreement details the UIL merger with
and into Merger Sub, with Merger Sub being the surviving entity of the merger. Under
the Merger Transaction, Merger Sub would be renamed UIL Corporation. Once the
Merger Transaction is closed, the UIL Utilities would become subsidiaries of the new
UIL Corporation, which was formerly the Merger Sub. IUSA and lberdrola would
become a holding company under Conn. Gen. Stat. §16-47(a) (1). After the closing of
the Proposed Transaction, IUSA intends to transfer 100% of the ownership interests in
the new UIL Corporation to Networks, making the UIL Ultilities subsidiaries of Networks.
As such, Networks would become a holding company under Conn. Gen. Stat. §16-47(a)
(1) as well as the new UIL Corporation, IUSA, and Iberdrola. Once the Proposed
Transaction is completed, UIL Corporation would perform the management functions
that UIL currently performs for the UIL Utilities. CNG and Southern would continue to
be directly owned by CTG and Connecticut Energy Corporation (CEC), respectively.
CTG and CEC and Ul would remain direct, wholly owned subsidiaries of the new UIL
Corporation.” Application, pp. 38 and 39.

The financial terms of the Proposed Transaction called for an exchange for each
UIL share for one share of IUSA common stock and a $10.50 premium. As a result,
UIL’s current shareholders, as of the record date set by UIL, would receive 18.5% of the
outstanding voting securities in IUSA as of the closing date of the Merger Transaction.
Iberdrola would hold the remaining 81.5% and IUSA would become a publicly traded
company listed on the NYSE. The total consideration that would be paid by IUSA,
based on the number of UIL shares outstanding as of February 25, 2015, is
approximately $3 billion, which includes the one-time cash payment. The UlL’s
shareholders’ consideration would not be recorded on the books of UIL and/or its
subsidiaries. The Proposed Transaction is structured so that neither UIL nor the UIL
Utilities would incur any debt as a result of the merger. Application, p. 42.

B. SETTLEMENT AGREEMENT

On September 18, 2015, the Applicants and the Office of Consumer Counsel
(together, Settling Parties) submitted a settlement agreement (Settlement Agreement)
that attempts to resolve outstanding issues in the instant proceeding. A copy of the
Settlement Agreement is appended herein as Attachment 1. The Settling Parties

1T As of July 17, 2015, CTG Resources, Inc. (CTG) holds 70,699 (approximately 65.04%) of the 108,706
shares of CNG’s $3.125 par preferred stock that are issued and outstanding. The shares of preferred
stock of CNG that are not owned by CTG do not affect control of CNG or CTG, are not part of the
Application or the Proposed Transaction and will not be transferred to Iberdrola.
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indicated that the agreement ensures that approval of the change of control will serve
the public interest by, among other things, providing significant economic benefits to
customers and the state, ensuring that management remains local within Connecticut,
and protecting customers through the imposition of comprehensive ring-fencing
measures. More particularly, the Settlement Agreement provides immediate and long-
term, tangible public benefits to Connecticut customers including, but not limited to:

a. $20 million rate credit in aggregate to the customers of the UIL Utilities; $12.5
million and $7.5 million in additional rate credits to CNG and Southern,
respectively, over the period of 2018-2027;

b. $1.6 million in savings for customers of Southern resulting from accelerating
the replacement of cast iron and bare steel pipe over the next three years;

c. Assurance of rate stability through distribution base rate freezes for Ul until
January 1, 2017, and for CNG and Southern until January 1, 2018;

d. $2 million per year for a three-year period in funding for the DEEP to stimulate
investment in clean energy;

e. An estimated Ul customer benefit of $5 million associated with limited rate
recovery for $50 million of distribution storm resiliency investment at Ul;

f. A commitment to hire 150 people in Connecticut over the next three years;

g. Long-term commitments to maintain corporate headquarters and operations,
maintain charitable giving levels and protect jobs in Connecticut;

h. $1 million for disaster relief needs for Connecticut residents;

i. Ul's commitment of $30 million to investigate and remediate certain
environmental conditions of the English Station site in New Haven;

j-  Commitments to improve customer service quality;

k. Commitments to maintain the decision-making processes and authorities that
currently exist at the UIL Utilities; and

[. A commitment to implement comprehensive ring-fencing measures.

Settlement Agreement Explanatory Statement, pp. 1-4.
C. POSITIONS OF THE PARTIES AND INTERVENORS

The Applicants assert that the Proposed Transaction and Settlement Agreement
provide numerous near-term and long-term net benefits, including substantial direct
economic benefits to customers and the State of Connecticut. The benefits provided by
the Settlement Agreement would not exist without the Proposed Transaction.
Furthermore, UIL and the UIL Utilities would not get the benefit of the Iberdrola and
IUSA’s financial strength, enhanced purchasing power and investment capabilities
absent the Proposed Transaction. UIL and the UIL Utilities will also benefit from the
Iberdrola and IUSA investments in research and development, their commitment to the
performance of their utilities and the sharing of best practices across the Iberdrola
Group. Finally, opportunities for education and advancement for employees will be
enhanced as a result of the Proposed Transaction. The Applicants indicated that they
have the financial, technological and managerial suitability and responsibility required
under Connecticut law to ensure that UIL will continue to be well run and would provide
safe, adequate and reliable service to their customers following closing of the Proposed
Transaction. Applicants Brief, pp. 2 and 3.
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The OCC stated that the Settlement Agreement addresses the three primary
concerns that the Authority expressed in the prior Proposed Final Decision.
Specifically, adequate ring-fencing measures were included to protect the UIL Utilities
from unforeseen adverse financial events at the proposed parent company level, as well
as additional commitments to maintain a measure of local control of the UIL utilities, and
additional short and long-term net public benefits. OCC Brief, p. 1.

The AG also asserted that the proposed transaction is in the public interest and
merits the Authority’s approval. The Application includes a list of commitments that
were not offered in the Initial Request, which will directly benefit Ul, CNG and Southern
ratepayers, both in the near and long-term. These commitments are augmented and
strengthened by the Settlement Agreement. The Settlement Agreement also provides
additional ratepayer benefits, including some additional ratepayer credits, resolution of
outstanding litigation and strengthened ring-fencing protections. AG Brief, p. 3.

The DEEP supported the merger based on the terms in the Settlement
Agreement. DEEP noted that the agreement provides direct economic benefits to UIL
customers and the citizens of Connecticut; improves the environment by cleaning up
English Station; and ensures the continuation of reliable service through ring-fencing
provisions, commitments to maintain reliability and improved customer service. DEEP
Brief, p. 1.

The Alliance for Solar Choice (TASC) presented concerns that Iberdrola would
have an economic incentive and opportunity to crowd-out customer-sided generation.
Customer-sided generation competes with utility revenues and with Iberdrola’s focus on
renewable generation. TASC also claimed that crowding out competing generators at
the distribution level would give Iberdrola a competitive advantage through higher prices
at the wholesale level. TASC Brief, pp. 14 and 15.

lll.  AUTHORITY ANALYSIS
A STATUTORY REQUIREMENTS

The Authority’s review of the present merger application is set forth, in part, in
Conn. Gen. Stat. §16-47:

(d) The Public Utilities Regulatory Authority shall investigate and hold a
public hearing on the question of granting its approval with respect to any
application made under subsection (b) or (c) of this section and thereafter
may approve or disapprove any such application in whole or in part and
upon such terms and conditions as it deems necessary or appropriate. . .
in each proceeding on a written application submitted under said
subsection (b) or (c), the authority shall, in a manner which treats all
parties to the proceeding on an equal basis, take into consideration (1) the
financial, technological and managerial suitability and responsibility of the
applicant, [and] (2) the ability of the gas, electric distribution, water,
telephone or community antenna television company or holding company
which is the subject of the application to provide safe, adequate and
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reliable service to the public through the company's plant, equipment and
manner of operation if the application were to be approved. . .

Additionally, the Authority is charged with ensuring that the transfer of ownership is in
the public interest as set forth in Conn. Gen. Stat. §16-22, which states in relevant part:

At any hearing involving a rate or the transfer of ownership of assets or a
franchise of a public service company, the burden of proving that said rate
under consideration is just and reasonable or that said transfer of assets
or franchise is in the public interest shall be on the public service
company...

Further, Conn. Gen. Stat. §16-11 states that:

The general purposes of this section and sections 16-19, 16-25, 16-43
and 16-47 are to assure to the state of Connecticut its full powers to
regulate its public service companies, to increase the powers of the Public
Utilities Regulatory Authority and to promote local control of the public
service companies of this state, and said sections shall be so construed
as to effectuate these purposes.

The statutes, taken together, provide the scope and standard for the Authority’s
review of the Proposed Transaction.

B. FINANCIAL, TECHNOLOGICAL AND MANAGERIAL SUITABILITY AND RESPONSIBILITY.
1. Financial Suitability and Responsibility

The Applicants maintain that they possess the requisite financial suitability and
responsibility to acquire UIL and the UIL Utilities. Due to the Proposed Transaction, UIL
and the UIL Utilities would be financially stronger; would benefit from significantly
greater access to equity and debt and purchasing power; and would be part of a
stronger holding company after the closing of the proposed transaction than at present
on a stand-alone basis. Application, p. 16. The Applicants base this conclusion on the
following:

1. Improved Current Long-Term Debt to Capital Ratio - UIL’s current long-term
debt-to-capital ratio is 56%, compared to IUSA’s current long-term debt-to-capital
ratio of only 20%. As a result of the Proposed Transaction, IUSA’s long-term
debt-to-capital ratio would be approximately 26%.

2. Improved Current Net Debt to EBITDA Ratio — IUSA has a significantly lower
debt profile than UIL. UIL’s current net debt-to-Earnings Before Interest Taxes
Depreciation and Amortization (EBITDA) ratio is approximately 4.0. IUSA’s pro
forma net debt-to-EBITDA ratio following the closing of the Proposed Transaction
is expected to be approximately 2.2. The net debt to EBITDA is calculated by
dividing total debt less unrestricted cash by EBITDA as adjusted to remove non-
recurring operating expenses.
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3. Benefit from Greater Access to Equity and Debt — These stronger financial
metrics would make equity and debt more accessible and at potentially better
terms and conditions than UIL could obtain on a stand-alone basis today.

Id.

With the approval of the Proposed Transaction, UIL and the UIL Utilities would

have two options for equity: (i) access to the capital markets through a publicly traded

IUSA that is financially stronger than UIL, and (ii) equity infusions by Iberdrola, which

has access to approximately $9 billion in liquidity in the near term. The UIL Utilities also

would maintain their current abilities to issue debt and would have other opportunities to

borrow from the IUSA affiliates through intercompany borrowing, which before the

Proposed Transaction was limited to intercompany borrowing with other UIL Utilities.
Application, p. 17.

Pursuant to Conn. Gen. Stat. §16-47(d), one of the Authority’s charges is to
determine if the Applicants possess the necessary financial suitability and responsibility
to effectuate this change of control. The Authority also has the obligation to determine if
the Applicants have satisfied the requirements under the Regulations of Connecticut
State Agencies (Conn. Agencies Regs.) §§16-47-1 thru 16-47-5. These regulations
include the filing of various financial statements (both historical and pro forma),
Securities and Exchange Commission (SEC) forms and financial ratios.

The Authority finds that the Applicants have fulfilled the filing of the required
financial information under Conn. Agencies Regs. §§16-47-1 to 16-47-5, inclusive.
Application, pp. 47 and 48. The Authority considered the financial suitability of the three
entities of Iberdrola, IUSA and Networks. The Authority analyzed financial statements
and considered bond ratings to determine whether Iberdrola, IUSA and Networks
possess the financial suitability to successfully undertake the Proposed Transaction.

Iberdrola reported $114 billion in total assets and a capitalization of $71.6 billion
as of December 31, 2014. In addition, Iberdrola is profitable, showing operating
revenues of $39.9 billion, an operating income of $5.2 billion and net income of $3.1
billion as of December 31, 2014. Cash flow is strong, showing a balance of $2.2 billion
at year end December 31, 2014. Application, Exhibit B-3, p. 1. The capital structure for
Iberdrola as of December 31, 2014, shows 43% debt and 57% equity, which indicates
low financial risk. Application, Exhibit K-1, p. 1. Using the latest financial data,
Iberdrola for the six months ending June 30, 2015, exhibits balance sheet accounts of
$109 billion in total assets and a capitalization of $69.2 bilion. Response to
Interrogatory FI-2. Profitability for Iberdrola for the six months ended June 30, 2015,
consists of operating revenues of $18.0 billion, operating income of $2.4 billion and net
income of $1.7 billion. Response to Interrogatory FI-32. Cash flow for the six months
ending June 30, 2015, shows an end of period balance of $1.7 billion. Response to
Interrogatory FI-13, Attachment 1, p. 1. The Authority finds that Iberdrola’s balance
sheet, profitability, and financial risk demonstrates it is capable of consummating the
Proposed Transaction.

The Authority considers IUSA to be financially sound based on its balance sheet
showing a good capitalization and its income statement showing profitability that is
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sufficient to execute the Proposed Transaction. The Authority concludes that the
Applicants exhibit good profitability, have a strong balance sheet capitalization and
ample liquidity to complete this Proposed Transaction.

The Authority also analyzed the financial ratios for Iberdrola, IUSA, Networks and
combined IUSA and UIL for year-end December 31, 2014, of times interest earned ratio,
fixed coverage ratio, cash flow coverage ratio, total debt/total capital, funds from
operations (FFO)/total debt, net debt/EBITDA ratio, return on total assets and return on
total capital. Response to Interrogatory FI-22, Attachment 1, p. 2. The Authority finds
these financial ratios indicate a strong financial position when combining UIL with ITUSA
in the Proposed Transaction.

Credit ratings are generally a strong indicator of financial strength. At present,
IUSA and Iberdrola have credit ratings that are better than UIL. IUSA and Iberdrola
have a Baa1 credit rating with a “stable” outlook from Moody’s, while UIL’s credit rating
from Moody’s is Baa2. lberdrola and IUSA have BBB/Positive credit ratings from S&P,
while UIL’'s S&P credit rating is BBB/Stable. Iberdrola is also rated by Fitch, which
recently affirmed Iberdrola’s BBB+ credit rating with a “Stable” outlook on July 10, 2015.
Response to Interrogatory FI-5. Networks is not rated. Fitch’s analysis estimated FFO
adjusted net leverage at 4.4x and FFO interest coverage at 5.1x for 2015-2018.
Response to Interrogatory FI-14, Attachment 5, p. 1. This speaks well of Iberdrola’s
financial strength. In addition, Fitch’s analysis of IUSA shows expectations of continued
strong operating and financial performance at IUSA’s owned utilities, stable cash flow
from its largely contracted renewable business and manageable funding needs through
2017. Response to Interrogatory Fl-14, Attachment 4, p. 1. The Authority concurs and
finds the Iberdrola and IUSA credit ratings are sufficient to complete the Proposed
Transaction.

Financial suitability is also shown through the impact of the Proposed
Transaction on financial ratios. UIL had a 4.0x net debt to EBITDA ratio as of
December 31, 2014, while IUSA had a 2.2x net debt to EBITDA ratio as of the same
date. The result of the Proposed Transaction, for the combined entity, produces a 2.2x
net debt to EBITDA ratio showing a lower indebtedness for UIL than it had on a stand-
alone basis. In addition, as of December 31, 2014, UIL had a total long-term debt to
total capitalization ratio of 56% while IUSA’s ratio was substantially lower at 20%. The
pro forma total long-term debt to total capitalization ratio for the combined company is at
26%. The financial suitability of IUSA to execute the Proposed Transaction is evident
from the lower indebtedness of IUSA on a post transaction basis compared to UIL on a
standalone basis. Responses to Interrogatories FI-1 and FI-22. The Authority finds that
the resultant IUSA UIL combined financial ratios demonstrate that IUSA has the
financial suitability to execute the Proposed Transaction.

The Proposed Transaction, on a pro forma consolidated basis, would provide UIL
with significant improvements in credit metrics. UIL’s current net debt to EBITDA ratio is
approximately 4.0; however, taking into consideration the consolidated new company,
the pro forma post Proposed Transaction net debt to EBITDA ratio is approximately 2.2.
Comparing this to other precedent transactions in the industry where the acquiring
parties have significantly higher leverage levels and also incur substantial additional
debt to finance the transaction, the Proposed Transaction involves relatively low
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leverage levels. The cash portion of the transaction consideration comprises a
relatively low percentage of the total estimated transaction consideration at
approximately 20%. Response to Interrogatory FI-18. Structuring of the Proposed
Transaction was done, in part, to ensure the maintenance of the combined company’s
financial strength. Only a portion of the transaction’s consideration is funded in cash
with the remaining portion delivered in the form of common stock of the combined
company. Response to Interrogatory FI-1. The Authority finds this structuring to be
optimal and bolsters the financial strength of the combined entity.

IUSA’s current capital structure at 20% debt and 80% equity produces a
consolidated post Proposed Transaction capital structure of 26% debt and 74% equity,
when combined with UIL. Combining IUSA’s strong capital structure with UIL enhances
UIL’s ability to access capital as compared to its ability without the Proposed
Transaction. On a stand-alone basis, UIL has a capital structure consisting of 44%
equity, which is significantly lower than the IUSA/UI consolidated equity percentage of
74%. The Authority finds this a benefit of the Proposed Transaction.

S&P concluded that the financial risk of UIL as well as Ul, CNG and Southern
would not be adversely affected by the Proposed Transaction. These companies would
become part of a materially stronger and more diversified holding company following the
closing of the Proposed Transaction than they are at present on a standalone basis.
Furthermore, the ring-fencing measures aid in insulating Ul, CNG and Southern from its
parent holding company activities, and reduce the financial risk to the UIL Ultilities.
Response to Interrogatory FI-23. The Authority agrees with this assessment of financial
risk.

The Applicants stated that as a result of the Proposed Transaction, Ul, CNG and
Southern would have the benefit of increased financial flexibility because they would
have a financially stronger parent company to support their operating and capital
expenditure needs. The stronger parent company would provide UIL, Ul, CNG and
Southern with two options for obtaining equity: (a) access to the capital markets through
a publicly traded IUSA that is financially stronger than UIL; and (b) equity infusions by
Iberdrola, which has access to approximately $9 billion in liquidity in the near term.
Response to Interrogatory FI-18.

The financial markets have reacted favorably to the announcement of the
Proposed Transaction as indicated by analysts’ reports. These reports indicated that
this change of control is an attractive long-term opportunity for shareholders since the
combined company would have a stronger balance sheet and increased cash flow
strength. The consensus is that this merger is a good fit for both UIL and Iberdrola.
From the UIL perspective, this transaction furthers their strategic goal of diversifying the
regulated utility footprint. From the Iberdrola perspective, this merger is an integral part
of its strategy of expanding regulated business outside of Europe. Response to
Interrogatory FI-20. Thus, the combination of UIL with Iberdrola and IUSA would benefit
the UIL Utilities shareholders and ratepayers.

The Authority recognizes that a corporate dividend policy is particular to that
entity. There was evidence given on UIL’s dividend policy as well as IUSA’s dividend
policy. UlL’s present dividend policy is to set the dividend payable by each utility to UIL
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in an amount that maintains each utility’s currently allowed ratemaking common equity
ratio over time, while maintaining sufficient liquidity. This is also IUSA’s
practice. Response to Interrogatory FI-43. At present, there are no plans to change
these dividend policies. The Authority recognizes that this dividend policy of
maintaining each utility’s currently allowed ratemaking common equity ratio over time,
while maintaining sufficient liquidity is a sound business practice. In this case the
dividend policy is also subject to provision 33 of the Settlement Agreement of a
Minimum Common Equity Ratio and provision 34 of the Settlement Agreement of
Limitations on Dividends. Settlement Agreement p. 9. The Authority approves the
Settlement Agreement and therefore the provisions relating to dividends which could
result in changes to dividends paid.

This merger transaction is structured such that the shares, premium, cash
payment and transaction costs would be reflected in the capital structures, balance
sheets, and income statements of Iberdrola, IUSA, and Networks but not in the capital
structure, balance sheets and income statements of UIL, CEC, CTG or the UIL Utilities.
Application, Exhibit K-1, p. 2. The Authority finds this accounting evidence is proof that
ratepayers of the UIL Utilities would not be responsible for out-of-pocket costs including
the premium of the Proposed Transaction.

The Authority considered all of the historical financial statements, pro forma
financial statements and other financial information in determining financial suitability
under Conn. Gen. Stat. §16-47(d). Income statements show strong profitability of the
Applicants. Balance sheets show large amounts of equity and good liquidity. Ratio
analysis indicates strong financial positions of the Applicants. The Authority finds that
upon consummation of the Proposed Transaction, UIL and the UIL Utilities would
become part of a financially stronger organization and would benefit from greater
access to equity and debt than they have today. Iberdrola, IUSA and Networks'
financial strength, along with the ring-fencing measures explained infra, enable the
Authority to find that the Applicants are financially suitable to effectuate this Proposed
Transaction.

a. Ring Fencing

Ring fencing is used by utility regulators to legally separate a non-regulated
holding company from a regulated subsidiary to insulate the utility from potential
bankruptcy of the parent holding company, bankruptcy and debts of affiliate companies
owned by the parent holding company and debts of the parent holding company. The
proposed Settlement Agreement details provisions of the ring fencing to which the
Parties have agreed.

The Applicants structured the Proposed Transaction with 32 separate
commitments to ring fencing provisions. Settlement Agreement pp. 5-11. The
Applicant’s stated that their commitment to implement comprehensive ring fencing
measures is designed to protect the financial condition of UIL and the UIL Utilities over
the long term from potential changes in the financial circumstances of IUSA, Iberdrola or
Iberdrola’s other affiliates. Explanatory Statement, pp. 3 and 4. Specifically, the
Applicants implemented a special purpose entity (SPE) between Networks and UIL
comprised of at least one independent director. This ring-fencing measure provides for
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bankruptcy protection for the UIL Utilities and facilitates independent decision making.
In addition, as part of the SPE, there is a Golden Share, which is a non-economic
interest in the SPE to vote on whether to submit a voluntary bankruptcy protection for
the UIL Utilities. The proposed Settlement Agreement also provides for a legal opinion
that a bankruptcy court would not consolidate the assets and liabilities of the SPE,
which is the holder of the interests of UIL, with those of the IUSA Affiliates or their non-
UIL affiliates. This will provide bankruptcy protection for the UIL Utilities, which is
viewed favorably by credit rating agencies. Application, p. 15.

Another ring-fencing provision is imposing dividend limitations on the UIL Utilities
under circumstances where the investment grade credit rating is in jeopardy or if a
minimum common equity ratio is not maintained. This ring-fencing provision will help
the UIL Utilities maintain financial strength during adverse financial times. In addition,
the Applicant’s pledge to maintain UIL and the UIL Utilities separate corporate existence
through separate books and records, separate debt and preferred stock, as well as
prohibiting the comingling of funds. This maintains the UIL Utilities’ corporate
separateness from the IUSA Affiliates and their other affiliates. Id.

The Applicants asserted that their proposed ring fencing commitments are in the
public interest because each of the UIL Utilities:

1. Would have the ability to preserve its own business, resources, and solvency,
unaffected by its upstream owners or their affiliates;

2. Would not be exposed to a risk of defaulting on its own obligations or of losing
liquidity as a result of the financial stress or bankruptcy of its upstream owners or
their other affiliates; and

3. Are protected from being drawn into a bankruptcy proceeding of its upstream
owners or their other affiliates and from filing a voluntary bankruptcy petition if
such UIL Utility is itself solvent.

Application, p. 15.

The Applicants agree that the ring-fencing provisions in the proposed Settlement
Agreement protect the financial condition of UIL and the UIL Utilities over the long term
from any potential changes in the financial circumstances of Iberdrola and its affiliates.
The ring-fencing measures are in the public interest because they ensure that each of
the UIL Utilities would have the ability to maintain its own business, resources and
solvency, unaffected by its upstream owners or their other affiliates. The ring-fencing
provisions also insulate each of the UIL Utilities from exposure to a risk of defaulting on
its own obligations or of losing liquidity due to the financial stress or bankruptcy of its
upstream owners or their other affiliates. In addition, this ring fencing protects the UIL
Utilities from being drawn into a bankruptcy proceeding of their upstream owners or
affiliates and from filing a voluntary bankruptcy petition when such UIL Utility is itself
solvent. Applicant’s Brief, p. 14.

The Authority finds that the proposed Settlement Agreement’s ring-fencing
provisions are comprehensive in their protection of the UIL Utilities. The provisions
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should adequately protect the financial strength and solvency of the UIL Utilities and
allow for scrutiny of the financial health and management of the UIL Utilities. The
Authority finds that the ring-fencing provisions are in the public interest and strengthen
the Applicant's financial suitability and responsibility to consummate the Proposed
Transaction.

b. Conclusion

Based on the foregoing, the Authority finds that the Applicants possess the
requisite financial suitability and responsibility pursuant to Conn. Gen. Stat. §16-47.

2. Technological Suitability and Responsibility

Iberdrola stated that IUSA Affiliates’ technological suitability and responsibility
are demonstrated through their extensive energy experience, their commitment to
reliability and their experience in and commitment to renewable energy and energy
efficiency. Iberdrola indicated that it serves over 32 million electric and gas customers
globally, of which, 2.4 million are from regulated utilities in Maine and New York. It also
indirectly owns 45,000 MW of installed generation capacity, of which, over 32% is from
wind energy. Iberdrola claimed that it is a leader in the field of engineering where its
engineering and project management team achieved an International Standardization
Organization (ISO) 9001:2008 certification for its quality management system used for
large electric and natural gas capital projects. Application, pp. 18 and 19. Further, in
2012, Central Maine Power deployed over 620,000 smart meters to over 99% of its
customers. Response to Interrogatory TASC-43.

Since 2008, Iberdrola’s utilities in Maine and New York have met or exceeded
approximately 40 annual customer reliability and service standards. These include
state-mandated electric reliability targets for Customer Average Interruption Duration
Index (CAIDI) and System Average Interruption Frequency Index (SAIFI). These
utilities have also met all state-mandated gas reliability targets for leak-prone main and
leak-prone service replacements. Application, p. 33. The Applicants committed to
maintain the System Average Interruption Duration Index (SAIDI) and SAIFI reliability
performance (excluding storms based on Ul's major storm exclusion criteria) for three
years when compared to the previous four-year average. Response to Interrogatory
EN-5. Other exclusion criteria included in this data will be consistent with Ul's
Transmission and Distribution Reliability Performance Report filed with the Authority
annually. Each year’s reliability data will be compared with the preceding four-year
average of SAIDI and SAIFI data. The Applicants proposed to work with the Authority in
a technical meeting to develop a method to assess whether the reliability commitments
are met. Ul also proposed year-to-date metrics quarterly to the Authority as part of this
commitment. Response to Interrogatory EN-6.

The Authority reviewed the maintenance plans, plant characteristics, system
reliability statistics and capital expenditures for Iberdrola’s regulated utilities in Maine
and New York. Responses to Interrogatories EN-1 through EN-3.
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a. Renewable Generation

The TASC indicated it is concerned with the impact of the transaction on
customer on-site renewable generation options and on the state’s ability to achieve its
renewable goals. Gabel Revised PFT, p. 4. The TASC’s justification for these
conditions included Iberdrola’s focus on generating renewable energy in wholesale
markets and the negative impacts this may have on customer-sided generation. The
TASC argued that Iberdrola’s interest in generating utility-scale renewable generation
may crowd out customer-generators from the renewable energy market. Second, the
TASC claimed that Iberdrola’s interest in renewable generation could be a disincentive
to Iberdrola from seeking ways to improve the current interconnection process. 1d., pp.
5 and 6.

To address these concerns, the TASC proposed a set of conditions that the
Authority could impose if the Proposed Transaction were approved. The TASC also
recommended that Ul be required to file with the Authority within 120 days of the
transaction’s closing, whether it has adequate resources in place to meet the above
conditions. Id., pp. 27-31.

Iberdrola contended that IUSA does not have any plans to curtail customer-scale
renewable development after the closing of the Proposed Transaction. It has a history
of successfully supporting new power generation in its Maine and New York service
territories. Response to Interrogatory TASC-37.

The Authority considered the concerns raised by the TASC, including
interconnection standards. The Authority finds that the TASC's concerns do not
undermine the Applicant's technological suitability and responsibility. Moreover, it would
not be in the public interest to impose the TASC's proposed conditions in this
proceeding because a uniform interconnection standard should be equally applied to all
Connecticut utilities. Therefore, it would be inappropriate to impose TASC’s proposed
conditions only on the Applicants in this proceeding. Changes to the existing
interconnection standards, if warranted, should not be unilaterally imposed on a single
utility without the opportunity for other stakeholders, including Eversource Energy, to
participate. Any violations of current or future interconnection standards may be raised
with the Authority at any time and addressed in a separate investigation.

b. Conclusion

Based on Iberdrola’s extensive energy experience and its commitment to
reliability and energy efficiency, the Authority finds the Applicants possess sufficient
technical capability to satisfy the technological suitability and responsibility requirements
of Conn. Gen. Stat. §16-47.

3. Managerial Suitability and Responsibility

Networks’ regulated utilities in New York and Maine currently serve over 2.4
million electric and gas customers. In addition to experience related to operating
electric and gas utilities, IUSA’s renewables subsidiary owns approximately 6,300 MW
of installed generation across 18 states, of which 5,645 MW is installed wind capacity,
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making it the second largest wind operator in the United States. IUSA also indirectly
owns and operates 53.25 Bcf of contracted or managed gas storage capacity in North
America as of June 2015. This extensive experience would enable the IUSA Affiliates
to draw upon the lessons learned from projects around the world to ensure that
Connecticut customers receive safe, adequate, reliable and state-of-the-art service.
Further, Networks’ regulated utilities have benefited under Iberdrola’s ownership since
2008, including measureable improvements in safety, customer service, security,
purchasing, workforce training, capital delivery, asset management and planning and
the installation of advanced metering infrastructure. Application, pp. 18-22.

As part of the proposed change of control, the IUSA Affiliates pledged their
commitment to high quality, local management with respect to UIL and the UIL Utilities
following the closing of the Proposed Transaction. Application, pp. 12 and 13;
Settlement Agreement, pp. 4 and 5.

The PURA raised concerns regarding Iberdrola's corporate culture in light of
information about behavior in business conducted in other countries. Specifically, within
the past ten years, Iberdrola subsidiaries have been penalized or reached settlements
in at least two instances of fraud and corruption in addition to at least three instances of
possible fraudulent manipulation aiming to alter energy prices. In one of these
instances, Iberdrola entered into a negotiated settlement agreement with the World
Bank acknowledging misconduct involving two power projects in Albania. Consequently,
Iberdrola is currently included on the World Bank's list of debarred firms. Response to
Interrogatory RA-11. These past fraud and corruption instances do not support
Iberdrola’'s managerial suitability and responsibility. Nevertheless, the allegations
regarding Iberdrola affiliates' actions are counterbalanced by other, positive evidence
describing a more acceptable overall corporate scorecard. Late Filed Exhibit No. 12.

Large multinational corporations such as Iberdrola face the challenge of ensuring
that all of its thousands of employees comply consistently with corporate governance
rules. The record in this proceeding indicates that the actions that led to the World
Bank debarment and other investigations appear to have been initiated by individual
employees acting without Iberdrola's approval. Moreover, in response to Authority
directives, Iberdrola submitted numerous documents confirming that Iberdrola took
appropriate, corrective actions in response to the serious wrongdoings described above
and also reinforced with its employees the company's commitment to a strong ethics
compliance program. Id. Upon review of the evidence submitted in support of
Iberdrola's corporate controls and culture, the Authority remains concerned with
Iberdrola's managerial suitability and responsibility.

The breadth and depth of Iberdrola’s business interests pose a significant risk to
the citizens of Connecticut. Iberdrola’s strategic ambitions are much greater than just
being a regulated utility service provider in Connecticut. The fact that it operates
globally means it must subscribe to many different business practices, some of which
may not be condoned by US law and accepted custom. Consequently, additional
reporting requirements other than those initially proposed in the Settlement Agreement
are necessary and will be ordered below. These additional reporting requirements,
along with the commitments contained within the Settlement Agreement, are necessary
in order for the Authority to find that the scale tips, in favor of finding that Iberdrola and
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its affiliates possess the requisite managerial suitability and responsibility to grant
regulatory approval of the Proposed Transaction. Upon approval of this transaction, the
Authority expects Iberdrola to continue its commitment to the application of ethical
governance practices and to the maintenance, development and supervision of the
Iberdrola Group’s compliance policies.

UIL is a sound company in many aspects such as management, finances,
corporate responsibility, community service and its relationship with customers. Tr.
10/8/15, p. 131. Therefore, the commitments made by the Applicants to maintain UIL's
current local management in the Settlement Agreement are of key importance to the
Authority.  While the Authority recognizes the commitment is there to support a
management audit of any of the UIL Utilities, the Authority declines to order a
management audit soon after the close of the Proposed Transaction, as suggested by
the Settling Parties. Rather, the Authority will conduct management audits of the UIL
Utilities per its normal practice and intends to evaluate the post-merger structure
carefully. Changes to the management and organizational structure and/or business
practices that are inconsistent with the commitments made under the Settlement
Agreement may be subject to potential penalties pursuant to Conn. Gen. Stat. §§16-8,
16-11 and 16-41. The Authority will direct the Applicants to file any changes to the
existing UIL Grants of Authority document for approval.

The Authority sees the Applicants’ commitment to maintaining its headquarters in
Connecticut as meaningful and an integral aspect of this approval. Having a physical
presence in the state enables more effective local management of the day-to-day
operations of Connecticut-based utilities. There is also a significant public and
economic benefit associated with retaining jobs in Connecticut for the duration of the
IUSA ownership. Although the commitment has been made several times throughout
the proceeding, it is not explicitly included in the Settlement Agreement. Application, p.
6; Response to Interrogatory AC-28. Therefore, the Authority conditions its approval of
the change of control on the Applicants' commitment to retain local management in
Connecticut and directs the Applicants to submit a revised Settlement Agreement
incorporating this commitment. The Authority will direct the Applicants to abide by the
terms and conditions set forth in the revised Settlement Agreement, once filed.

While the Applicants made a firm commitment to hire 150 people in Connecticut,
the details of the hiring plan are weak at this time. Response to Interrogatory RA-8.
Decisions have not yet been made with respect to which IUSA companies will employ
these individuals or what the specific positions or contracting work will be. The
Authority will direct the Applicants to file a more comprehensive hiring plan once the
change of control has concluded and the Applicants have had time to evaluate its
organizational structure under the combined entity.

a. Conclusion

Based on the foregoing, the Authority finds that, with the additional requirements
on top of the commitments provided in the Settlement Agreement, the Applicants will
possess the requisite managerial suitability and responsibility to be in control of public
services companies.
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C. PROVISION OF SAFE, ADEQUATE AND RELIABLE SERVICE
1. Gas Pipeline Safety

Iberdrola stated that UIL and the UIL Utilities are well managed and provide safe,
adequate and reliable service to their customers. Application, p. 2. Iberdrola
anticipates no changes in areas such as Distribution Integrity Management Programs,
operator qualification plans, public awareness plans, control room management
procedures, gas control rooms and SCADA systems, operations and maintenance plans
and budgets, construction standards, training programs, staffing levels of the
Distribution Departments or Customer Service Departments, outsourcing of any CNG or
Southern tasks, or purchasing controls on natural gas distribution equipment.
Responses to Interrogatories GPS-3 through GPS-14. Iberdrola commits to doubling
Southern’s spending on replacement of cast iron and bare steel, from $11 million per
year to $22 million per year, over a three-year period without seeking rate recovery until
the next Southern rate case. Application, p. 3. This proposed increase in spending will
reduce the replacement time from approximately 61 years to 31 years. Response to
Interrogatory GPS-2.

Pursuant to Conn. Gen. Stat. §16-11, the Authority remains informed of the
condition of the plant, equipment and manner of operation of Southern and CNG in
respect to their adequacy and suitability to accomplish the duties imposed upon them.
The Authority, through the requirement of substantial compliance orders by its Decision
dated February 11, 2010 in Docket No. 09-09-08, DPUC Investigation into the
Contemplated Workforce Reductions by Connecticut Natural Gas Corporation and The
Southern Connecticut Gas Company, monitors Southern and CNG closely to ensure no
degradation or reduction in safety and reliability occur.

The Authority recognizes the benefit to increasing the cast iron and bare steel
replacement budget. The increase in spending will reduce the time to replace the leak
prone facilities. Responses to Interrogatories GPS-1 and GPS-2. The improved
replacement program will likely lead to a reduced number of hazardous leaks and
greenhouse gas emissions. The Authority continues to expect Southern to progress to
a 20-year cast iron and bare steel replacement program in its next rate case.

The Authority concludes that the Applicants have the gas industry expertise for
approval of the Proposed Transaction. Based on the above, the Authority determines
that Iberdrola possesses the required suitability and responsibility to maintain the level
of safety and reliability to ensure that Southern and CNG are able to continue to provide
safe, adequate and reliable natural gas services in Connecticut. In addition, the
Authority has the correct tools in place through the Gas Pipeline Safety Unit and
compliance filings to ensure that the level of safety and reliability is maintained or as
expected, increased.

2. Customer Service Issues
The Applicants affirmed their commitment to improve customer service metrics

over the long term and maintain high levels of safety and reliability. Application, p. 4.
The Applicants have not sought waiver of any customer service-related regulations or
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statutes and do not anticipate any disruption or inconvenience to customers of the UIL
Utilities. Further, the Applicants were committed to improve customer service quality.
This commitment consists of an improvement of 5%, by the end of the third calendar
year following the closing of the Proposed Transaction, to the following customer
service metrics: (1) average answering time; (2) percentage of abandoned calls; and
(3) percentage of appointments met. Response to Interrogatories CA-2 and 4;
Settlement Agreement, p. 4.

Presently, the average answering time goal for the UIL Utilities is 90 seconds,
while the goal for percentage of abandoned calls is 9%. Response to Interrogatory
CA-9. The present goal for the percentage of appointments met differs between the
companies. In the case of Ul, its goal is to meet 98% of all appointments scheduled.
For CNG and Southern, the goal is to meet 95% of all scheduled four-hour appointment
windows. Id.

The Authority finds that the Applicants’ proposal to improve upon the percentage
of abandoned calls and percentage of appointments met appears attainable. However,
the Authority is concerned with the Applicants’ proposal to reach the 5% improvement
goal for the Average Answering Time. The Applicants stated that they are considering a
number of strategies to allow the UIL Utilities to meet the proposed 5% increase in
customer service metrics. These strategies include increasing self-service options to
avoid the need to speak to a customer service representative, reviewing technology
from across all Iberdrola companies and leveraging those systems that can help
improve customer service efficiencies, optimizing employee resources across the
Customer Care Center organization, performing quantitative research to assess
customer perception and satisfaction on key performance expectations, and qualitative
research such as social media tracking, complaint assessment and customer focus
groups. Response to Interrogatory CA-10. The UIL Utilities want to optimize employee
resources as a method of dissecting call center statistics to maximize resources for
particular days when telephone volume is expected to increase. Tr. 8/31/15, pp. 43 and
44,

According to the UIL Utilities, the 5% improvement goal will apply to the metric
that includes telephone calls answered with technology (e.g., an automated interactive
voice response system). Tr. 8/31/15, pp. 30 and 31. While the Applicants would
consider looking into applying the 5% improvement to average answering times to
telephone calls handled by live representatives, the intent is to push more calls toward
automated systems. This strategy, the UIL Utilities assert, will in time improve call
answering times for those calls answered by a live representative. Id.

As stated previously, the present goal for average answering time for the UIL
Utilities is 90 seconds. In the event that 5% improvement commitments are not met, the
proposed Settlement Agreement requires the Authority to hold a proceeding and
determine appropriate regulatory action. Settlement Agreement, p. 4. Statistics
provided by the UIL Utilities indicate that at present, the 90 second goal is not being met
by all three companies. Statistics for the UIL Ultilities for the months of January 2015
through July 2015 are as follows:
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The UIL Utilities are proposing to take the three-year average, up to the time of
the closing of the Proposed Transaction, of its call center performance for the average
speed of answer and improve that by 5%. Tr. 8/31/15, pp. 33 and 34. The Authority
notes that in the statistics provided for the 24-month time period covering August 2013
through July 2015, the mean of the average speed of answer with technology was from
103 seconds for Ul, 148 seconds for CNG, and 153 seconds for Southern. Late Filed
Exhibit No. 1, Attachments 1-3.

In the Application, the Applicants expressed a commitment to improve upon
customer service metrics. The Applicant’s proposal to utilize a three-year time period to
establish the average speed of answer goal may not be an effective means to meet this
commitment. If it is the Applicant’s intent to improve the average speed of answer
metric, a shorter time period to establish the benchmark goal should be considered.
Accordingly, the Authority will require the Applicants take the average of the last 18
months of the third calendar year following the close of the Proposed Transaction for its
basis to determine the 5% improvement to average answering times. This final 18
month interval within the three-year close of transaction period should allow for the
positive effects of the planned strategies and initiatives outlined by the Applicants in its
responses to Interrogatories CA-10 and CA-11 to take effect.

On a positive basis, the Authority acknowledges IUSA Affiliates’ past history in
improving upon customer service quality and metrics. IUSA made significant and
measurable improvement to the area of customer service in its regulated utilities in New
York and Maine. Application, pp. 19-22. Based upon the review of the broad and
general representations made by the Applicants, it appears that there will be no
negative impact upon customer service operations for Connecticut consumers of the
UIL Utilities as a result of the Proposed Transaction. Further, the Authority finds that
the proposed improvements to customer service quality benefits as expressed within
the proposed Settlement Agreement serve to enhance the overall customer service
experience for Connecticut consumers of the UIL Utilities.

3. Retiree Benefits

The Authority received correspondence on the issue of changes in retiree
benefits as a result of the merger. On post-retirement benefits other than pensions
(PBOP), the Applicants stated that there would be no transfer of PBOP assets, and
employees’ benefits would not be adversely affected as a result of the Proposed
Transaction. Response to Interrogatory FI-34. Similarly, on pensions the Applicants
stated that there would be no transfer of pension plan assets and employees’ benefits
would not be adversely affected as a result of the Proposed Transaction. Response to
Interrogatory FI-35. Based on the evidence presented, the Authority expects no
changes in the PBOP and pension benefits.

The 401(k) plan participants will receive one share of IUSA common stock for
each share of UIL stock they hold, plus a special one-time cash payment of $10.50 per
share of UIL stock owned. The one-for-one swap can be completed after approximately
a one week freeze of the company stock fund. The cash portion will be credited to an
individual employee’s account in a stable value money market fund. Employees will be
provided with appropriate notices, updates and fee disclosure approximately 30-60 days
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in advance of the closing date. There are no planned changes to the 401(k) plans as a
result of the Proposed Transaction. On a going-forward basis, the company match will
continue, but could be in cash instead of company stock. Response to Interrogatory
FI-3. Based on the foregoing, the Authority expects the 401(k) plan will remain
substantially the same as before the Proposed Transaction.

4. Reliability Performance

The Applicants contend that the Proposed Transaction will not negatively impact
the UIL Utilities’ ability to provide safe and reliable service to their customers and that
they will uphold all regulatory commitments to the Authority. Application, p. 30. The
Applicants commit to use the same plant, equipment and facilities at the same locations
and will make no changes to the operational centers of the UIL Utilities after the
transaction. Id., p. 32.

After the transaction, the UIL Utilities will have access to IUSA’s resources in
New York and Maine to help restore service in emergencies such as in cases of storm
response. These resources are located in the same region as the UIL Utilities and will
be affiliates of IUSA’s utilities. The UIL Utilities will be able to call on these resources
prior to using any mutual aid agreements. Further, IUSA’s utilities charge affiliates only
the direct costs such as labor and overhead and do not charge administrative costs.
Application, p. 34. For the last three major storms in which Ul has called on mutual aid
agreements, the percentage of administrative costs to total costs has been about six
percent. Response to Interrogatory EN-8.

The Applicants will accelerate efforts at Ul to proactively address state and local
concerns regarding the impact of storms on the electric system. Application, p. 10. Six
months after close of the transaction, the Applicants will submit to the Authority for its
approval a multi-year plan and cost recovery mechanism for spending on additional
distribution system resiliency. Settlement Agreement, p. 3. Some of the improvements
the Applicants expect to propose include coastal substation protection against FEMA
100 year flood level risk and feeder resiliency to increase substation back-up
capabilities.

The Authority finds that after the transaction, Ul should be able to respond more
efficiently to major storms due to its larger set of resources. The Applicants are clear
that this commitment does not address the prudency or prioritization of any particular
investments to be proposed as stated in the response to Interrogatory EN-9. While
details of the particular investments related to storm resiliency have yet to be proposed,
the Authority finds benefit in the Applicants’ commitment to storm resiliency. Based on
these commitments and benefits of the Proposed Transaction outlined above, the
Authority finds that the Applicants possess the ability to provide safe, adequate and
reliable service to the public through Ul's plant, equipment and manner of operation.

D. PuUBLIC INTEREST

As part of the Authority’s overall statutory mandate, the public interest must be
considered in a change of control proceeding. Specifically, Conn. Gen. Stat. §16-22
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provides that the burden of proving that a “transfer of assets or franchise is in the public
interest shall be on the public service company.”

The Applicants claimed that the Proposed Transaction is in the public interest
and should be approved. The Applicants asserted that their commitments provide
tangible and measurable economic, customer service and reliability benefits.
Additionally, the Applicants state that the commitments provide both long-term and
short-term benefits to customers and the areas served by the UIL Utilities and provide
economic benefits to the state. Application, p. 8.

The Authority generally agrees that many of the Applicants' commitments are in
the public's interest. It is noted, however, that the Authority previously stated in its
approval to sell English Station that it "will not permit any future costs [of any potential
environmental liabilities] for any reasons . . . to revert to ratepayers" in the Decision
dated June 29, 2000 in Docket No. 00-04-05, Petition of the United llluminating
Company for Approval to Sell English Station. Therefore, while the Applicant's
commitment to clean up English Station should expedite the environmental remediation
process by eliminating the need for potential future litigation, remediation costs
associated with English Station were already the responsibility of shareholders.

Notwithstanding English Station, there are measurable economic benefits
contained within the Settlement Agreement as set forth supra in Section II.B.,
Settlement Agreement. In addition, the Applicants agree to the following conditions set
forth in the Settlement Agreement:

1. The OCC will withdraw its appeal of Docket No. 13-06-08, Application of
Connecticut Natural Gas Corporation to Increase Its Rates and Charges,
upon the expiration of the time period for appeal of the order approving the
Settlement Agreement if no appeal has been taken, or such earlier date as
all docket participants agree that no appeal will be taken. The Authority
will issue a supplemental Decision in Docket No. 13-06-08 to remove the
requirement that CNG file a private letter ruling request by CNG with the
Internal Revenue Service as all issues have been resolved.

2. Ul will withdraw its appeals of Docket No. 99-03-35RE20, PURA
Determination of The United llluminating Company's Standard Offer -
2013 Reconciliation of CTA and SBC, and Docket No. 14-02-01, PURA
Semi-Annual Reconciliation of the Federally Mandated Congestion Cost
and the Generation Service Charges of The Connecticut Light and Power
Company and The United llluminating Company, upon the expiration of
the time period for appeal of the order approving the Settlement
Agreement if no appeal has been taken, or such earlier date as all docket
participants agree that no appeal will be taken.

3. The Authority’s approval of this Settlement Agreement shall resolve all
issues related to the transaction approved by the Authority in Docket No.
10-07-09, Joint Application of UIL Holdings Corporation and lberdrola
USA, Inc. for Approval of a Change of Control of Connecticut Natural Gas
Corporation and The Southern Connecticut Gas Company.
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Settlement Agreement, pp. 2-4.

The resolution of the litigation in these dockets is beneficial to the ratepayers of
the UIL Utilities due to the avoided litigation costs of expeditious resolution of these
disputes.

In sum, the Settlement Agreement provides $40 million in ratepayer credits to the
existing customers of the UIL Utilities, approximately $45.4 million in potential avoided
cost recovery associated with increasing pipeline safety and storm resiliency activity
and rate freezes, and approximately $39 million in public benefits associated with
environmental remediation, charitable contributions and customer disaster relief.
Settlement Agreement, pp. 2 and 3; Supplement to Response to Interrogatory RA-6. In
light of the above, the Authority determines that the proposed combination of direct and
indirect ratepayer benefits and public benefits agreed upon in the proposed Settlement
Agreement tip the scale in favor of finding that the Proposed Transaction is in the public
interest.

IV.  FINDINGS OF FACT

1. On July 31, 2015, the Applicants jointly submitted a new application to the
Authority pursuant to Conn. Gen. Stat §16-47 for approval of a change of control
of UIL and the UIL Utilities.

2. IUSA is the sub-holding company of Iberdrola in the US and holds the share
capital of various companies that head the business in the US.

3. UIL is a US company listed on the NYSE and is the parent company of a group
of companies that engage mainly in the regulated business of delivery and
distribution of electricity and natural gas in Connecticut and Massachusetts.

4. The Merger Transaction will be achieved pursuant to the terms of an Agreement
and Plan of Merger dated February 25, 2015, signed by IUSA, UIL and Merger
Sub.

5. Once the Merger Transaction is closed the UIL Utilities will become subsidiaries

of the new UIL Corporation.

6. After the closing of the Proposed Transaction, IUSA intends to transfer 100% of
the ownership interests in Merger Sub to Networks, making the UIL Utilities
subsidiaries of Networks.

7. The financial terms of the Proposed Transaction call for an exchange for each
UIL share with one share of IUSA common stock and $10.50.

8. As a result of the Proposed Transaction, UIL’s current shareholders, as of the
record date set by UIL, will receive 18.5% of the outstanding voting securities in
IUSA as of the closing date of the Merger Transaction.
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9. IUSA will become a publicly traded company listed on the NYSE.

10. The total consideration to be paid by IUSA, based upon the number of UIL
shares outstanding as of February 25, 2015, is approximately $3 billion.

11.  Neither UIL nor the UIL Utilities will incur any debt as a result of the Proposed
Transaction.

12. Due to the Proposed Transaction, UIL and the UIL Utilities will be financially
stronger and will benefit from significantly greater access to equity and debt and
purchasing power than they have at the present time.

13.  UIL’s current long term debt-to-capital ratio is 56%, while compared to IUSA’s
current long term debt-to-capital ratio at only 20%.

14.  As a result of the Proposed Transaction, IUSA’s long-term debt-to-capital ratio
will be approximately 26%.

15.  IUSA has a significantly lower debt profile than UIL. UIL’s current net debt-to-
EBITDA ratio is approximately 4.0.

16.  With the approval of the Proposed Transaction, UIL and the UIL Utilities will have
two options for equity: (i) access to the capital markets through a publicly traded
IUSA that is financially stronger than UIL; and (ii) equity infusions by Iberdrola,
which has access to approximately $9 billion in liquidity in the near term.

17.  The UIL Utilities will maintain their current abilities to issue debt and will have
other opportunities to borrow from the IUSA affiliates through intercompany
borrowing, which before the Proposed Transaction was limited to intercompany
borrowing with other UIL Utilities.

18.  Iberdrola reported $114 billion in total assets and a capitalization of $71.6 billion
as of December 31, 2014.

19. Iberdrola is profitable, showing operating revenues of $39.9 billion, an operating
income of $5.2 billion and net income of $3.1 billion as of December 31, 2014.

20. Iberdrola’s cash flow is strong, showing a balance of $2.2 billion at year end
December 31, 2014.

21. The capital structure for Iberdrola as of December 31, 2014, shows 43% debt
and 57% equity.

22. |berdrola for the six months ended June 30, 2015, exhibits balance sheet
accounts of $109 billion in total assets and a capitalization of $69.2 billion.

23.  Profitability for Iberdrola for the six months ending June 30, 2015, consists of
operating revenues of $18.0 billion, operating income of $2.4 billion and net
income of $1.7 billion.
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24. Iberdrola’s cash flow for the six months ending June 30, 2015, shows an end of
period balance of $1.7 billion.

25. IUSA and Iberdrola have a Baa1 credit rating with a stable outlook from Moody’s,
while UIL’s credit rating from Moody’s is BaaZ2.

26. Iberdrola and IUSA have BBB/Positive credit ratings from S&P, while UIL’s S&P
credit rating is BBB/Stable.

27.  Fitch recently affirmed Iberdrola’s BBB+ credit rating with a stable outlook on July
10, 2015.

28. UIL had a 4.0x net debt to EBITDA ratio as of December 31, 2014, while IUSA
had a 2.2x net debt to EBITDA ratio as of the same date.

29.  The result of the Proposed Transaction, for the combined entity, produces a 2.2x
net debt to EBITDA ratio showing a lower indebtedness for UIL than it had on a
stand-alone basis.

30. S&P has concluded that the financial risk of UIL as well as Ul, CNG and
Southern will not be adversely affected by the Proposed Transaction since they
will become part of a materially stronger and more diversified holding company
following the closing of the Proposed Transaction than they are at present on a
stand-alone basis.

31. The financial markets have reacted favorably to the announcement of the
Proposed Transaction as indicated by analysts’ reports.

32. UIlL’s present dividend policy is to set the dividend payable by each utility to UIL
in an amount to maintain each utility’s currently allowed ratemaking common
equity ratio over time, while maintaining sufficient liquidity.

33. This merger transaction is structured such that the shares, premium, cash
payment and transaction costs will be reflected in the capital structures, balance
sheets, and income statements of Iberdrola, IUSA, and Networks but not in the
capital structure, balance sheets and income statements of UIL, CEC, CTG or
the UIL Utilities.

34. The Applicants have structured the Proposed Transaction with 32 separate
commitments to ring-fencing provisions.

35. The Applicants have implemented a special purpose entity (SPE) between
Networks and UIL comprised of at least one independent director.

36. The SPE provides for bankruptcy protection for the UIL Utilities and facilitates
independent decision making.
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37. As part of the SPE, there is a Golden Share, which is a non-economic interest in
the SPE to vote on whether to submit a voluntary bankruptcy protection for the
UIL Utilities.

38. The Settlement Agreement also provides for a legal opinion that a bankruptcy
court would not consolidate the assets and liabilities of the SPE, which is the
holder of the interests of UIL, with those of the IUSA Affiliates or their non-UIL
affiliates.

39. A ring fencing provision imposes dividend limitations on the UIL Utilities under
circumstances where the investment grade credit rating is in jeopardy or if a
minimum common equity ratio is not maintained.

40. The Applicants pledge to maintain UIL and the UIL Utilities separate corporate
existence through separate books and records, separate debt and preferred
stock, as well as prohibiting comingling of funds.

41. Ring-fencing is used by utility regulators to legally separate a non-regulated
holding company that is not regulated from a regulated subsidiary to insulate the
utility from potential bankruptcy of the parent holding company, bankruptcy and
debts of affiliate companies owned by the parent holding company and debts of
the parent holding company.

42. The ring-fencing provisions insulate each of the UIL Utilities from exposure to a
risk of defaulting on its own obligations or of losing liquidity due to the financial
stress or bankruptcy of its upstream owners or their other affiliates.

43. Ring fencing protects the UIL Utilities from being drawn into a bankruptcy
proceeding of their upstream owners or affiliates and from filing a voluntary
bankruptcy petition when such UIL Utility is itself solvent.

44. Iberdrola serves over 32 million electric and gas customers globally, of which 2.4
million are from regulated utilities in Maine and New York.

45. Iberdrola indirectly owns 45,000 MW of installed generation capacity, of which
over 32% is from wind energy.

46. Iberdrola’s engineering and project management team achieved an ISO
9001:2008 certification for its quality management system used for large electric
and natural gas capital projects.

47.  Since 2008, Iberdrola’s utilities in Maine and New York have met or exceeded
approximately 40 annual customer reliability and service standards.

48. IUSA’s renewables subsidiary owns approximately 6,300 MW of installed
generation across 18 states, of which 5,645 MW is installed wind capacity,
making it the second largest wind operator in the United States.
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49. IUSA indirectly owns and operates 53.25 Bcf of contracted or managed gas
storage capacity in North America as of June 2015.

50. IUSA’s extensive experience enables its affiliates to draw upon the lessons
learned from projects around the world to ensure that Connecticut customers
would receive safe, adequate, reliable and state-of-the-art service.

51.  Networks’ regulated utilities have benefited under Iberdrola’s ownership through
measureable improvements in safety, customer service, security, purchasing,
workforce training, capital delivery, asset management and planning and the
installation of advanced metering infrastructure.

52. As part of the proposed change of control, the IUSA Affiliates pledged their
commitment to high quality, local management with respect to UIL and the UIL
Utilities following the closing of the Proposed Transaction.

53. The actions that led to the World Bank debarment and other investigations
appear to have been initiated by individual employees acting without Iberdrola's
approval.

54. Iberdrola submitted numerous documents confirming that Iberdrola took
appropriate, corrective actions in response to the World Bank debarment and
other investigations and reinforced with its employees the company's
commitment to a strong ethics compliance program.

55. The Applicants have not made specific decisions yet with respect to the hiring
plan in the Settlement Agreement.

56. Iberdrola anticipates no changes in many safety and customer service areas
such as DIMP.

57. The proposed increase in spending level on replacement of cast iron and bare
steel will reduce the replacement time from approximately 61 years to 31 years.

58. Iberdrola has significant gas industry expertise.
59. The Applicants made a specific commitment to improve customer service quality
by 5%, by the end of the third calendar year following the closing of the Proposed

Transaction.

60. Presently, the average answering time goal for the UIL Ultilities is 90 seconds,
while the goal for percentage of abandoned calls is 9%.

61. The Applicants are considering a number of strategies to allow the UIL Utilities to
meet the proposed 5% increase in customer service metrics.

62.  Statistics provided by the UIL Utilities indicate that at present, the 90 second goal
is not being met by all three companies.
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63. For the 24-month time period covering August 2013 through July 2015, the
average of the average speed of answer with technology ranged from 103
seconds for Ul, 148 seconds for CNG, and 153 seconds for Southern.

64. There will be no transfer of post-retirement benefits other than pension (PBOP)
assets and employees’ benefits will not be adversely affected as a result of the
Proposed Transaction.

65. There will be no transfer of pension plan assets, and employees’ benefits will not
be adversely affected as a result of the Proposed Transaction.

66. The 401(k) plan participants will receive one share of IUSA common stock for
each share of UIL stock they hold plus a special one-time cash payment of
$10.50 per share of UIL stock owned.

67. The 401(k) plan, one for one swap can be completed after approximately a
one-week freeze of the Company stock fund.

68. The cash portion will be credited to an individual employee’s account in a stable
value money market fund.

69. Employees will be provided with appropriate notices, updates and fee disclosure
approximately 30-60 days in advance of the closing date.

70. The Applicants commit to use the same plant, equipment and facilities at the
same locations and will make no changes to the operational centers of the UIL
Utilities after the transaction.

71.  The UIL Utilities will have access to resources of IUSA’s New York and Maine
utilities to help restore service in emergencies such as storm response.

72. The Applicants commit for three years to maintain SAIDI and SAIFI reliability
performance for Ul's service territory for data excluding storms based on Ul's
current major storm exclusion criteria.

V. CONCLUSION AND ORDERS
A. CONCLUSION

Based on its review of the record, the Authority concludes that the Applicants
possess the requisite financial, technological and managerial capability for approval of a
change of control. The Applicants have met their specific burden of proof by
demonstrating that the proposed corporate structure, the change of control transaction
satisfies the statutory requirement of possessing the requisite financial, technological
and managerial suitability and responsibility. In addition, the proposed change of
control transaction, as currently structured, allows the UIL Utilities to continue to provide
safe, adequate and reliable service to the public through each respective company’s
plant, equipment and manner of operation. Furthermore, the Authority concludes that
the Applicants have met their burden of proof that the Proposed Transaction, as
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presently structured, is in the public interest. Accordingly, based on the foregoing, the
Authority hereby conditionally approves the Proposed Transaction with the following
orders.

B. ORDERS

For the following Orders, the Company shall submit one original of the required
documentation to the Executive Secretary, 10 Franklin Square, New Britain,
Connecticut 06051 and file an electronic version through the Authority’s website at
www.ct.gov/pura. Submissions filed in compliance with the Authority’s Orders must be
identified by all three of the following: Docket Number, Title and Order Number.
Compliance with orders shall commence and continue as indicated in each specific
Order or until the Company requests and the Authority approves that the Company’s
compliance is no longer required after a certain date.

1. Effective immediately, any change to the existing UIL Grants of Authority
document will be filed with the Authority for approval.

2. No later than December 16, 2015, the Applicants and the OCC shall jointly
submit a revised Settlement Agreement that acknowledges the commitment to
maintain the UIL Utilities’ headquarters in Connecticut for the duration of the
IUSA ownership.

3. No later than December 16, 2015, the Applicants and the OCC shall jointly
submit a revised Settlement Agreement that acknowledges the basis to
determine the 5% improvement to average answering times shall be the average
of the last eighteen months of the third calendar year following the close of the
Proposed Transaction.

4. No later than December 16, 2015, the Applicants and the OCC shall jointly
submit a revised Settlement Agreement that includes a commitment to:

a. An arms-length business relationship between IUSA, Networks and any
other Iberdrola business unit and UIL and its Connecticut utility
companies, which will be governed by Authority's affiliate transaction rules
and regulations;

b. Worldwide access by the PURA to all books and records of any Iberdrola,
IUSA or Networks’ subsidiary, affiliate and/or business partnerships upon
60 days advanced notice;

C. An independent certification every three years that Iberdrola is in full
compliance with the rules, regulations and requirements of the World
Bank, the European Bank for Reconstruction and Development, the Asia
Infrastructure Bank, the Caribbean Development Bank, the Inter-American
Development Bank and the Asian Development Bank;

d. An annual attestation by the chief executive officer of IUSA or Networks
that all of its subsidiaries, affiliates and business partners of Iberdrola are
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in full compliance with the rules, regulations and requirements set forth in
the Foreign Corrupt Practices Act of 1974; and

e. Designation and appointment by IUSA of a regulatory compliance officer
for fulfilling the above referenced requirements.

5. The Applicants shall abide by the terms and conditions set forth in the revised
Settlement Agreement.

6. No later than ten business days following the Closing, the Applicants shall notify
the Authority that no material modifications were made to the terms and
conditions of the Purchase Agreement and whether the Proposed Acquisition has
or has not taken place.2

7. No later than ten business days following IUSA becoming a member of the
NYSE, the Applicants shall notify the Authority.

8. No later than ten business days following the filing of Form 8-K and 10-Ks or any
required reports with the SEC, IUSA shall file with the Authority copies of such
reports.

9. No later than ten business days following the completion of the accounting for the

Proposed Transaction, the Applicants shall file with the Authority all journal
entries resulting at that point.

10.  No later than ten business days following a rating agency presentation made by
IUSA or any of its affiliates, a copy of the presentation shall be filed with the
Authority.

11.  No later than ten business days following IUSA obtaining a non-consolidation
opinion, a copy shall be filed with the Authority.

12.  No later than six months after the closing of the Proposed Transaction, and every
six months thereafter, each UIL Utility shall file, under an officer’s certificate,
each payment of a dividend, the equity level at the time the board of directors
considered payment of the dividend, and the calculations to demonstrate that the
common equity ratio immediately after the dividend payment did not fall below
the minimum common equity ratio of 300 basis points below the equity
percentage used to set rates in such UIL Utility’s most recent rate proceeding.

13.  Within 60 days of a rating event, the UIL Utility affected by the rating event shall
file a plan, with the Authority, explaining the actions that are planned to rectify the
rating event.

2 Orders 1, 5 through 19 seek notification and other informational filings that do not constitute additional
conditions or requirements as contemplated under Section 49 of the Settlement Agreement.
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14.  IUSA shall notify the Authority within 180 days of the consummation of the
Proposed Transaction that all provisions of the Settlement Agreement have been
implemented.

15.  UIL shall file with the Authority an annual compliance filing certifying compliance
with the ring-fencing provisions and other requirements found in the Settlement
Agreement.

16. At the time the SPE is formed and every year thereafter, UIL shall provide the
Authority with a certificate from an officer of IUSA certifying that: (a) IUSA shall
maintain the requisite legal separateness in the corporate reorganization
structure; (b) the organization structure serves important business purposes for
IUSA; and (c) UIL and its regulated subsidiaries will be kept separate to avoid
substantive consolidation of UIL or its regulated subsidiaries with Networks or
IUSA.

17.  No later than June 30, 2016, Ul shall meet with the Authority in a technical
meeting to establish a methodology for determining its SAIDI and SAIFI reliability
commitments.

18.  No later than July 1, 2016, each UIL Utility shall file a more comprehensive hiring
plan pursuant to its commitment in Section 10 of the Settlement.

19. No later than December 30, 2016, and each calendar year thereafter, each of the
UIL Utilities shall file a report detailing the number and cost of hiring outside
contractors for work done in each of the Company’s respective franchise areas.
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STATE OF CONNECTICUT
PUBLIC UTILITIES REGULATORY AUTHORITY

JOINT APPLICATION OF IBERDROLA, 5.A., : Docket No, 15-07-38
IBEFDROLA UsA, INC., IBEEDROLA USA '

NETWORKS, INC., GREEN MERGER SUE, INC. .

AND UIL HOLDINGS CORPORATION FOR : September 18, 2015
AFPROVAL OF A CHANGE OF CONTROL

SETTLEMENT AGREEMENT

WHEREAS, this Settlement Agreement 15 enfered mto by and between Iberdrola USA
Networks, Inc. (“Networks™), Iberdrola USA, Inc. (-TUSA™), Iberdrola, S.A. (“Therdrola” and
collectmv el; with Networks and [USA_ the “TUSA Affiliates™), Green Merger Sub, Ine. (“Merger
Sub”™) and UIL Heldings Cerporation {UIL™ and collectively with the TUSA Affiliates and
Merger Sub, the “Applicants”) and Elin Swanson Katz, Consumer Counsel, on behalf of the
State of Connecticut, Office of Consumer Cotmsel (“OCC” and collectively with the Applicants
the “Settling Parties™), in comnection with the apphication filed by the Applicants on July 31,
2013 (“Application™) for approval of a transaction that. if approved, would result m a cha.nge mm
conirol of ULL (“Proposed Transaction”) pending before the Public Utilities Regulatory
Authonity (*Authority”) i the above-referenced docket;

WHEREAS, the Applicants filed ther Application for approval of the Proposed
Transaction with the Authonty, and the Settlng Parties subsequently have engaged m discovery,
hearings and negotiations concerning the Application, the Proposed Transaction and the matters
addressed m this Settlement Agreement;

WHEREAS, the Seftling Parties have discussed varions matters related to the Application
and Propesed Transaction, and wish to resolve those issues on nutually agreeable terms, and

without establishing any precedent or principles applicable to any other proceedings; and
WHEEREAS, it is the policy of the Authonity, consistent with Conn. Gen. Stat. §16-19y,

to encourage the use of settlements to resolve contested cases and proceedings.

NOW THEEEFORE, mn consideration of the exchange of promuses and covenants herem
confamed, the legal sufficiency of which 15 hereby acknowledged, the Settling Parties agree,
subject to approval by the Authonty, as follows:
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AUTHORITY APPROVAL

L Merger Approval - The Settling Parfies agres that the Proposed Transaction as
supplemented, modified o superseded by this Sefilement Apresment, is consistent with
Connecricut law and the public nterest and should be aporoved by ibe Authorty witheut
additiomal conditiens. This Seftlement Apresmsent is continzent upon the Authority”s
approval of this Setflemenr Agreement

MERGER-REFATED DIRECT ECONOMTIC BENEFITS

i Customer Rate Credifs — The Applhicants will provide 320 million in customer mte
credits in the apzTezate to customers of The Undted Nhumimatimg Company (U1,
Conpectcst Watural Gas Corpoamtion (TCWHG™) and The Southemn Conpecticut Gas
Congany (“SCG" and collectively with CHG and UL the “UIL Utilities™) m the frst vear
foliowing the clesing

2 0CC recommends the following approach for allecating the $20 million among
the three UL Utilities: A one-time, 520 million rate credif to costomers will be
aliocated to UL SCG and CHG based on the total mumber of retail customers at
each niility in proporiion to the tofal mumber of retall customers of the three UIL
Ttilities. - Each Conpany’s rate credit will be alpcated o frme retail custpmer
claszes (e, residapfial commercial and mdusinal) based upon their proportional
share of the monthiy customer charges, and will appear on the bl as a uniform
dolar amount credit for each separate customer class &3 a separate lins fem
alops with an explanatory bill message. All costomers within 2 retail customer
clazs shall receive the same rate cradit dollar amount.  The rate credits will bs
applad to biEling cycles inor hefors the third fll billng month Sllowing the
clozinz ofthe Proposed Transaction

3. Addidonal Eatepayer Benefits for CNG Costomers - The Applecants will provids
§11.5 milfion in mate credds to customers of CHiE over the ten-year period of 2008-2017
($1.25 mullion per year)

4 Additonal Ratepaver Benefifs for SCG Costomers - The Applicants will provide the
foliowmg benafits to customers of SCG:

3 §1 .6 milfion I ratepayer savings associated with daubling 5CG's bare steelicast
oo oein replacement (fom 311 million per vear te §22 million per vear} over a
three-vear period witheur sesking recovery unfil the pewt 506 mate case.

b 57.5 milbion In rate credss over the ten-vear period of 2018-2027 (30,75 million
PEr Vear).

5. Base Rate Freezes - The Applicants commit to distribafion base rate feezes for the UL
Thtilities, which will result m sigmificant costemer savings. Specificaliy

| BN )
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i UT's cugrent distribation base rates will ramain with po new distribution baszs mtss
in efect bafore af least Tamary I, 2017; and

b ICHIG s and SCG S respective cwrrent distringtion base rates will remam with oy
new distribution base @tes in effect Defore ar last JTamuary 1, 2018

Clean Enerey Fond - The Applicants will provide 52 million per year fior a three-year
period following closing fo the Sate of Conpecticut Deparmment of Ensrgy and
Environmsnial Profection [ “DEEP”) to be used to stmmalate public and private mvesiment
in enargy eficisncy, renswable gensraton, storage. alermative Tamspormaton, aleci:
vehicles and other clean fechnologies.

Storm Feshency — Within 6 months after closmz, UT will subnut a nuli-vear plan and
Ciost recovery mechanism to the Auwthormy for spending on additonal disrimtion system
restiiency. The program will be subject to the Anthorsy”s review and approval Sabject
bo sach approval UL commes that all invesiment will b made io a timefame approved
By the Authorsry. UT will commit to sesking the following rate treatment for the frst 550
million in sach spending: UT will be allowed to recover the revenus requirements
asspciafed with the myvesiment fioouzgh the system bepsfits charpe, fdeml mandated
consestion charge or dmilar mechanism, bt for the period of two vears following
congpletion of the mvesiment. for the equity porton of the mvestment, UT will not
recower the differsnce befwesn (a) the cost of equity and (b) the cost of debt, whach wall
result inap estimated UT costomer benefit of §5 millon,

Customer Disaster Rebef - The Applcants compus to provide §1 milon for disaster
relief needs for Connecticut ressdents through enfites sach as the Commeciio
Croordmated Assstance and Becovery Endowmesnt (CT CARE]L

Chaniable Comiribotions — ULL and the UL Utilities will maimam their corment
charitable giving and corporate philanthropy programs for at least for vears (based upon
histerial anmal conmiution Evels of between 5300, 000 to 52000001,

Hirngs - Durme the three vears fllowins closng, the Applcants commi o hare 150
peopie io the State of Connectiout (to the extent such people are hired as coniractors, sach
comiracts will be polti-year),

English Station — UT has siened a Proposed Partial Consent Crder (“Consent Ordsr™)
that, when approved by the Commmiszionsr of DEEP and subject to the closmg of the
Proposed Transaciion and other terms and condifions m the Consent Order, requires U to
imvestigats and remediate cemain eoviroamental condstions withm the perimetsr of the
English Station sifie. T the extent that the mvestizaton and remediation is ks than 530
miltion, UT will remit to the Statz of Connecticut the difference betwesn much costs and
$30 million for a public purpose as determimad m the discretion of the Governar, the AG,
ard the Compussioner of DEEP, The remedintson will bansfii the City of Wew Haven,
and will firther the State’s booader poals of revitalizing contammared sies. Accordingly,
this would provide a public iotersst beneft estimated af 530 mellion

ad
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12, Litigatien -

1 0T will withdraw 25 appeal of Dockes Moo 13-05-08 upon the expmation of the
time period for appeal of the arder approvine the satlement agresment if oo
appeal has besn faken or such earlier date a3 all dockst pantiipants agres that oo
appeal will be taken. The Authority will issue a supplemental decision m Docket
Hio. 13-06-08 to remove the reguirement that CNG s 2 private letter nuiling
request by CHIG with the Internal Reverme Service a3 all issees have been
resabved

8 UT will withdraw ifs appeals of Docket Mes 09-03-330E0 and 13-02-01 upon
the exparation of the time period for app=al of the order approving the serlement
apreement if no appeal has been faken or such earlier date a: all dockst
participants agres that mo appeal will be faken

£, The Authorsy’s approval of this Settlement Asreement shall resolve all issues
relared to the transactson approved by the Authonty m Decket Mo, 1007049,

CUSTOMER SERVICE QUALITY BENEFITS

13 Cosomer Service Qmality — The UTL Utilitie: will improve the followmg customsr
saTvice mefrics by 5% by the end of the third calendar year following closing: (a)
average answering times; () %: abandaned calls; and {c) % appointments met  In the
eveni that such copnmTments are oot met, the Authonoy will bold a regulatory procesdmg
and determing any penaliies to be impasad

14, Safety and Reliabiity Quakity — The Applicants will maintain the high level of safery
and reliabiliy {desermined as the average of the four precedine calendar vears) az
measured by SAIDT and SATFT for UT and by zas leak response and third party danage
for 530G and CHG. Inthe event that such commitments are nof met, the Auchority will

kol a regulstory procesding and detenmine any penakies to be mmposad

MATWTAINING LOCAL MWANAGEMENT

e
Lt

Lacal Manasement -

B There will be no chanzes to the day-to-day manazement and operation of the TIL
Utilitias as a result of the Propesed Transaction

b The UIL Utilities will retain thed cument anthersy and decision-making.

£ There will be no reduwctions to any of the Grants of Authority carrently in effect
for ULL and the UIL Utiities
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d A new maragement poiZion will be created, the President of Connecticut
Orperations, who will coms fom the exisime marepement feam of UIL o the UIL
Urilities.

g The President of Commacticat Operation: will be headquartered m Comnaciiout,
alons with people myvelved in the manazement of UTL and the UTL Utise:
(regardiess of the entity at which they will ulimately be emplovad).

£ There will be no myvelmtary femminations, except for canse of performance, in the
Stare of Conmectiowt for at least three vears after closing.

£ A Connectiont resident wall be mamed to the Networks boad of drectors. Thiz
person will be an independent (i 2, nop-manazement} dmector

B The Applicants will support a manazement audit of amy of the UL Utiliies
following closing of the Propeced Transaction and pote that any such audits may
be most useful if mitiated following tbe miepration of the UIL UtilEies, or shonly
before the end of the second year followins closms of the Proposed Transaction

i The Applicants commit to inchide the service temritaries of the UTL Utilities in the
group af lcations where meetmes of IUSA s and Networks' boards of directors
and maragement are held

The Applicants copmnit that the interests of UT and the Stafe of Connacticut will
be given subsiantial consideration i the TSO-NE stakehelder processes. Efther
tha Applicants” member or altemate on the NEPOOL Participants Copnites will
be from the State of Connecticat.

E  IUSA intends to maintaim its ownership of UIL and the UIL Utilifies and i=
committed to the State of Compecticur. The Applicamts bawve no plans to sell the
ULL Utilities and acknowledes that amy such sale inthe fiztare would requie
approval by the Authority.

RING-FENCING MEASTRER 4AND
ADDITIONAL DOCAL MANAGEMENT COMMITWENTS

Special Purpose Entity — Following the consummaton of the Propesed Transachion, the
Applicants will czeate a tax neutral special parpose entity (T5PET) that & a direct, wholly-
owned subsidiary af Metwarks. The SDE will bave foar directars appointed by TU5A
Cme afthe four YPE drectors will be an independent drector, who will be an employes
ofan adminisration conpany @ the business of protecting SPE:, and must mest the pibar
independence critersa set farth in the SPE povernmp documents. Cine ofher director will
be appointed fom among the afficers ar spmioyees of UIL ar 3 UIL subsidiary. The
odher two SPE directors moy be officers or emplovyees of IUSA or £ affiliates, ncludmz
UIL and s subsidiarees. The 5PE will directly own 100% of the ownership mferests m

LN
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UIL and firnetion as the infermediate heldine company separting UIL and itz
subsidiaries, meknding the UTL Unlities, fom the IUSA Affiliates. The SPE will opemta
50 &3 10 provide protection to UL and the UTL Uhilities Som bankrupicy proceedings of
the IUSA Affiliates, The SPE will have no odber operatiomal fanctions, and none of the
cost of establishing, operating or modifvine the SPE will be recovered fom the UTL
Uiilefiss” customers.

Separate Corporate Existence — At all times, the SPE will maimdain its separate
Exuistense as 3 separats corparate sabsidiary ef Wetworks, ULL will maimtain its separate
EXiSenCs 35 A separats coarporate sabsidiary of the SPE. and each of the UTL Utilities will
mainfain their separate existences a3 sepaate corporate sabsidiaries of UIL with their
separaie ufilify franchises, obligations and privileges. At all times, each of ULL and the
UIL Utilities will hald themsehres out as an entity separate Tom itz affiliates, will
conduct Mismess i #s own mame through Bs daly anthorized divectors and officers,
conply with all orzanizational formalities to mamiam Is separate exdstence and shall use
commerg ially reasonzble effiorts te comact any known misundersianding regarding 6
separate denfiy.

Separate Books and Records; Anthority Acces: to Books and Records - UL, the UIL
Utilsties and the SPE will each naintain separafe books. records, baok accounis and
financial staterments reflecting its separate assets and Habilitkes. Upon request. the
Applicants agres to provide the Autharity and its Staffand OCC access in the State of
Conpecticat to UIL's apd the UL Utlities” orizimal books and record: 25 mainiamed o
the ordirary course of busipes: wihin twenty working days afier such request.

No Crons-Defanlt - None of the UTL Trlities will inchade a condition & their daht
pzresments that woukd canse a defmlt as a result of the dafmlt of an afilode’s debt, other
than the existing limited provisions (or smuilar swccessor provisions) as required by
bondbolders rzlated to ERISA compliance

Arm’'s-Length Relationships — UL, the UTL Urilifies and the SPE will maintxin arm:’s-
lengih relationships wih each of thedr affiliates and observe all pecessary, appropriate.
and cusfomary conpany fomuzlities m chedr dealings with ther afiliates.

No Comminghing of Funds — The SPE will not commingle its fands or other assets with
the fands or ofher assets of any other extity and shall not maintain amy fands or other
assets in such a manner that 1 will be costly or difficult to segrezate, ascerfain or identdfy
itz individoal fards er ether assets fom those of its owners or amy other person

Separate Debt Preferred Stock - Each of the UIL Utiliries will mainfain separate defst.
and, for CHG, separats praferred stock. so that none will be responsible for the debis or
prefemed stock of affiliated companies

No Assumption of Debt - With respect to any acquisition by any afilisted companiaz,
nooe of ULL of the UIL Ulities will incur or assume any debt, mcbuding the provision of
guaranisss, pledess or collateral suppont. UL and its operating utilities will nof mow or
assume any debt, meludine the provision of suarantees of coliteral suppor, relatsd fo
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ths marger of any fatare IUSA or Therdrols aoguisition. The SPE will nof incur o

assume any debt, meluding the provision of guarantess, pledres ar collateral support,
imizcs otherwise approved by the Authority.

Money Pools — The UIL Urilities may only participate m money pools where the ofher

participants @ such monsy pools are other regolared utley affiliates in the Unitad States
unless otherwize muthorized by the Anthorey. Nomwzbstanding the foregoing, UTL may
participate m such money pool a3 a lender Tt not a3 a Dormower,

Bezisiration with Credit Bating Azencies - Each of [USA and the UTL Urilifiss shall
Tegister with at least two out of the three naajor rationally and irtemationally recognized
bond rating agencies, swch a3 Standard & Poor's, Moody's Investor Service, and Fitch
Ratinzs, and infend to mainfain af kast an mvesment prade aredi mime.

Eating Azency Presentations — Copies of all preseniations mads to credit rating
azencizs by TUSA or amy of its affiliates that relate o UIL ar the UTL Uilities mmast be
provided within ten usmess days of the presentation, to the Authonty's Saf and OCC
o0 3 confimng basic, subject fo appropriate confidenfiality protectons inclding a
profective order

Internal Corporate Reorganization — IUT5A shall not enzage m an mfermal corporate
reargamization relating fo UIL, the UIL Utdases ar the SPE for which the Authority's
approval is not reguered without &) davs prior written notification to the Authoraty, Such
potification shall mchude: (a) an opinien of reputable bankneptcy conmsel that the
recrganization doss net inpact the effectivensss of UL existing ring-fencims; or (B a
Ietter from reputable bankrupeoy counsel describing what chanzes to the noe-fencing
wonld be required to ensare UIL & af least as efectvely rme-fznced following the
reorganizaiion and a lefter from TUS A committing fo ebiain 2 ew mop-consolidation
nmonh&ﬁare:l:ermumza.hun ar:d'rnnkemj'ﬂrﬂmr;te;s mecassary to olam such an
opinion. None of TUSA or its affiliates will ohiect if the Authority elects to open an
imvestization imto the matter if the Autherity deems it appropriate. Netwithstanding the
ahbove lapsuage in this Paragraph, the Applicants chall not alter the ring-fencing plan
desribed m these ring-fencing requiremenis without Srst oltaining approval i a wiSten
order Fom fhe Authoriy.

GAAP - The SPE and UIL will comply with 1.5, zenerally accepted accountins

priociples CEAAPT) i all material respects (subject, o the case of umsudited fnancial
siatements, to the abzence of footootes and to mormal year-end madit adjustments) m all
fmancial statements and reports reguized of it and 1ssue axch fnapcial statements and
reporis separaiely fom any fnancial statemerds ar reporis prepared for s affiliates;
provided, bowsver, that such financial statements or reports may be copsolidated with
thosz of i affliates if the separate exasience of UIL and ifs assets and Habilities arz
clearly pofed therein

Independent Board Members - Nerwarks will have a board of dractors consistng of
S&ven of moTe people. Ar lexar thres of the members of the Networks board pmst be
independent (35 defined by Mew Yok Stock Exchanee mles), At kast one ofthe
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ent directors will be a Connecticut resident. UIL's seven-member Board of
Directors will include one director from the electric ufility m Connecticut and one
dmrector from one of the gas ufilifies m Commecticut. The UIL Board of Directors will
select the Board of Directors of the three regulated operating utilities, and those boards
will choose the officers of each operatmg company.

(zolden Share -

a The SPE will 135ue a non-economic mterest (a2 “Golden Share™) in the SPE to an
administration company m the business of protecting special purpose entities and
separate from the admmistration company retained to provide the person to serve
as the independent director for the SPE. The holder of the SPE"s Golden Share
will have the right to vote on matters specified in the SPE governing documents,
a5 described i flus Paragraph.

b. A vohmtary petition for bankruptey by the SPE will require the affirmative
consent of the holder of the Golden Share as well as the affrmative vote of the
5PE’s board of directors, including the vote of the independent director on the
5PE’s board of directors. A voluntary petition for bankruptey by UIL will require
the affirmative consent of the holder of the Golden Share, the vnanimous vote of
the SPE’s board of directors (including the ndependent dlremnr}, and the
unanimens vote of UIL's board of directors. A voluntary petition for bankruptey
for any of ULL"s subsidiaries will require the unanmous vote of the UIL board of
directors and the unanimmous vote of the board of dwectors of the relevant UIL
subsidiary.

c. Any amendment to the organizational documents of the SPE that would remove
or alter the voting or other ring-fencing requirements set forth in this document
will require the affirmative vote of the SPE’s board of directors and the
affirmative consent of the holder of the Golden Share.

Non-consolidation Opinion - IUSA will obtam a legal opmion i customary form and
substance, to the effect that, as a result of the ring-fencing measures it has miplemented
for UIL and its subsidiaries, a bankmuptey court would not consolidate the assets and
Liabilities of the SPE with those of TUSA, in the event of an IUSA bankmuptcy, or the
assets and habilities of UIL or its subsidiaries with those of erther the SPE or IUSA. in
the event of a bankmuptcy of the SPE or IUSA. In the event that such opimon cannot be
obtamed, IUSA will promptly implement such measures as are required to obtam such
opinion.

5PE and Non-consolidation Opinion Costs — None of the cost of establishing,
operating, or modifymg the SPE will be bome by UIL or the UIL Utilities or the
customers of the UIL Utilities. The cost of obtaining the opinion of legal counsel referred
to in Paragraph 31 (or any future opinion) will not be borne by UIL or the customers of
the UIL Utilities.
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Minimuwm Common Equity Ratio - Each of the UTL Unlxies is permitted fo pay
dividends in amy year up o an amount equal to the sumof (1) mcoms available for
common dividends gensrated in that year; (1) the curmulative amount of retained earmings
accrued in praor years starting with the closing date of this Proposed Transaction: and {im)
that partion of paid-in capital that was recarded on thes respective books as
mappropriated retained sarning:, unappropriated undisribated sarninzs, and
accupmlated ather comprebensive meome immediately prior to the closing date of the
Proposed Transaciton fo the extent that those earnings have not already been paid out as
dividends in years folowing the closing date of the Proposad Transaction; however, no
dividends may be paid by a UIL UtiGty if pavment would result i that UIL Uity beinz
unable o mAIntm 3 MMM COMMOD gty percentaze in ifs capifal strocture that &
0 lower than 300 basis points {3%) below the aguiy percentage used to et mies in the
UIL Utidiry"s most recent distribarion rate proceeding/measured usmg a mailing [3-mooth
averaze calouiated as of the most recent quarter end), excinsive of zoodwill In additeon
ta the aforesaid 300 basis peint Emitation, for the frse s months after the closme date of
the Proposed Transaction, a UIL Uity is prechoded fom paving dividends in excess of
$10 milltipn that & funded from paid-m capial [solted events, such as mandated
hanzas in accounting, thar temporarly afect equiry will be reported to the Authonry and
exchaded from the common equity ratio calculstion. This miniemam equity rato
requirement will oot have any impact oo the Awthority’s right to establish equity ratios
wsed for ratemaking murposes in fnire rate cases, and all parties az well as the
Authersty”s Staff shall retamn all rizhts to take positions, submit evidence and make
arguments m those fiture mie casas abeat the appropnate equiy levels for mtemaking

PUIPOSES.
Limitations on Dividends -

. Mo UIL Utility shall make any distribation to sts parent if the UIL Utility's
corporate issuer of sendor unsecured cred ratmE, or its equivalent, is rted by any
of the three major creds ratme agencies below myestment srads.

b Mo UIL Urility shall issue any dnvidend to #s parent if such UIL Ttiley's
corporate issuer oF senior unsecured creds ratme, or its equivalent, falls to the
lpwest mvestment erade rating and there is a negative watch or review downzrads
netice for the conpany 25 deternuined by two of the three major creds rarmg
apencies of, aternarnvely, o such credit mting Sl below imvestment zrads
without such netice |“Ratmgs Event™). The UIL Utilities retain the reshi o
petition the Authoraty for the ability to Esue a dividend if sach a Ratings Event
ocours. This restriction will end when the Ratings Event ends, such that the
relevant cradit rafmg & restored. the negative waich of review notice is removed
wrth oo negative action faken, or the Authority or its designee specifically
approves the payment of dividends or transfr of dems of vahe.

C Each UIL Utility shall fils with the Aathortty an efficer’s certificate twica a year
certifying chat for that sm-month period. each payment of a dividend. the
cakulations that if wsed to determine the eguity kvel af the time the board of
deectars considered payment of the dividend and the caloulations o demonstrate

g
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that the commng equity ratie immedtately after the dividerd payment did nat &l
below the Mininvm Commen Equiy Patie defined in Parasmaph 33 abave, a3
equiry levels ars calonlated under the rateppking precedents of the Authority.

The calculations wsed by sach UIL Uty will also be fled with the eficer’s
certificate

ERatings Event - If a Fatmes Evenr described in Parazraph 34 eoours with respect o a
UIL Uility:

i The conpany affected by that Batmgs Event may pot trapsfer, leasze, or lend any
monEys, assets, righes, orether fems of vale to any affiliate witheut first
obtaining the Authority’s approval. These provisions exchade payments for
poods, semvices, and assets related to reasomable commiments made 180 days o
more before the Eatngs Event, routine ransactions required in the regular courss
0f tusmess pursaant to confracts or other amanzements m existence 130 days or
more before the Fatnes Event, corporate tases, and payments, if not accelemred
of principal or intersst oo lans

b The UIL Utiliry affscted by that Batimgs Event must file a plan with the Antharsy
within & days explaming the actions that are planned to address and rectify the
SIATOIL

UIL Semior Management — UIL senior managemsnt will contime fo establsh priorities
and respond to Jocal condifions as it does teday. UIL will contmue w0 kave the suthomy
and responsibility to previde input to the development of the UIL Utilifies” capital and
operating and maintenance expenze badzets and inplement the approved tudsets. Whils
the UTL Utilities” budgets will be reviewed by Memwarks, they pnest also be approved oy
the UIL board of directors.

Access bo Senior Management - As 3 member of the IUSA manapement team UTL will

meet with the [USA CED 2f least monthly and have direct and frequent access to him and
pther members 0f [USA's senior maragement team

Connecticot Orperations - The ULL Uiiities will contioue to operate within the State of
Coonecticut as public utilifies subsect fo the confinains furisdiction of the Autharity
pursuant to the State of Commectiogt's applicable statutes remulating public utilie:. and
without any reduction o the Aumthority's existing oversight or amthoriy ever the TIL
Uilities.

Corporate Governance Principles and Delegation of Anthority — The mitbarn and
responstbiliy delezatad fo Jocal management will be clearly delmeated m formal wTEten
docaments mcknding a stafement of Corporate Govemance Principles and a Delezation of
Anthorsty {"TOA™). The DI0A will densarcats amone ather things, levals of expenditares
and defined categories of decizions that can be Authorizad mk-_l]rl:rf'lte manazsment of
UIL and #s regulated operating utilities with aiflity Beard of Disctors” approval. UIL s
pxisting Grapts of Aathorsy document satisfies this DOA commitment The references

10
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tothe “Board™ im ULL’ s Grants of Authorsty mean UIL's Board of Directors. After
closing. UTL's Board of Thirectors will rarify the existing Grants of Awtharay.

Board and Sharebolder Meetings — TU5A"s Board of Direciors will melnde the UL
Utilities" service termiories among the repalar Jocations of IUSA": board and shareholdesr
meerings.

MManazement Meetinzs - ITT5A and Networks will mehude the TIL Urilifies” semvice
temitories among the locations of their regular periodic manazement mestings,

Dielezatinns of Amthority - Delesatons of aurhority will be established sanme forth the
authorizations of officers of UIL apd its utility subsadiaries to act oo behalf of UIL and &s
wiility subsidiaries without firther authorization fom Metworks or ITUSA The proposed
delegations of muthoriry for UIL and ifs wtility subsidiaries will be set forth m that
dooment. The delegations of authority for the regulated subsidiaries adopted by UIL will
ot be amended to reduce suthorization levels of the regulated subsidiaries oficers
without prior netics to the Authersy

SPE s Title to Beal and Personal Property - The %PE shall enzure that title to all real
and personal property acquired by & is acquired, held and conveved in ifs name.

Tmipg, Implementation and Eeview - The Appicamis azree fo inplement the
Commitmnents set gat above withm 130 days of the consummation of the Propossd
Transaction and will not modify or termmate aoy such commirmenis without frs
obtaining the Authority™s approval Tam vears after the closing of the Merger, the
Applicants shall have the rizht to review the provisions contained in this decument, and
o make a filing with the Authomty requesting authonty 10 modify or terminate those
proveions. Notwithstandms such ght, Applicants agres net to proceed with any zach
medification of tarmination withous first ebtaining the Authority™s approval o 3 written
order. The Applicants recogmize that the Awthority af any tm= may mirie its own
TEVIEW or Investization regarding rins-Bocing measures {of upon pefifion by any pany)
and arder medifications that & deems to be approgr@ate, in the public inferast and in the
best miterest of the UIL Utlities™ customers

Ansnal Complissce Beport — ULL will fle with the Authenty an anrmal complance
repost with respect to the mng-fEncing and ofber requirements certified by an executive
thereof under papalty of perjury.

Officer’s Certificate — Az the tims the 5PE (s formed and every vear thereaffer. UIL
shall provide the Authority with a certificate fom an officer of TUSA centifyme fhat: (a)
TUSA shall maintam the requisite lzeal separtensss in the corpomaie reorzanization
stractare; (B the arzanization stnucturs sarves mmpanant basiness purposss for IUSA; and
{c} UIL and its regalated subsidiaries will b2 kept separate to avodd substantive
consoladation of ULL or #s regulated subsidianies with Metwarks or IUSA

Tracling Mechanizms — UIL and the UIL Utilitizs will create misrpal tracking
mechanisms fo ensure compliance with these ring-fencms requirements and fils with the
Anthersty an anmual compliance report wih respect fo such rinz-fencims requirsments.

11
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AUTHORITY APPROVAL AND OTHER CONDITIONS

Seftlement Approval — The Seftling Partiss asser chat, f the Authorey does not approve
thes Settlement Agresment m 1ts enmfirety this filins shall be deemed to be withdrawn and
zhall not constinafe a pant of the record b any procesding or used for any other purpose
Ifthe Authorsy does oot so approve this Setflement Apreement, the Settling Parties
reserve their respective rights to pursae approval of the Application and'ar their
Tespaciive positions thereon as if this Sedlement Azresment never existad

The provizions of this Settlement Afreement are not severable. This Sedtlement
Agreement &5 condstioned on its fall approval by the Authority without additional
conditions or requirenssnts.

Ii for any reason, the Proposed Transacton i not consummated, the terme of this
Serflement Azreamant shall be pall and vwoid and no lonzer apply even if already
approved by the Authorify subject fo the terms sef forth herem

This Settlement Aprresmeant shall not be desmad n any respact fo constinte an adngzson
by amy party that amy allzpation or cortention i this proceedmg & trae o fake. Except
a5 specified m this Settlement Asteament fo accomplsh the customer benefit mtendad by
this Settlement Azreement, the entry of an order by the Awtharity approving the
Setflement Agreement shall pot m any respect comstifute 2 determanation. by the Authoriry
a5 to the mers of aoy other issue raised mn this proceadine.

The pokmz of this Settlsment A greement astablishes oo prmciples and shall mot be
desmed to foreclosa any party Som making any contention m any procesdme or
IVesLZALINL. eXCept 25 1o those Ssues and proceedmes that are resolved and ferpurefed
by approval of this Settlement Asreemant

Thes Seftlement Azreement i the product of settlement nagatiations. The Seftlng Parfies
agres that the content of those negotations (including any warkpapers or documerds
produced in conmeciion with the negotiations) are confidential that all offers of
seftlement are wrbout prejudice to the posgion of any party or participant presenting
such ofer or particspating in sach discussion. and, except to enforce rizhts rziated to this
Serflement Asreement, conply with the Comnecticur Freadom of Informatson Act ar
mindagaim:hmmdeummsﬁadmm Arreement, that they will not uze the
content of those nepotniions m any mammer in these or other proceadmes mvolvmz ons
or more of the parties to this Settlement Agresment, or otherwize

Any mamber of counterparts of this Settlément Asreement may be executed. and sach
shall have the same force and effect as an ongmal metroment. 35 i all the parfies to all
the counterparts had siemed the same ipstrument.
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The signatures |isted below represent that they are authorized on behalFof beir principals
o ember fmto fluis Selklenwnl Agrecomenl

OFFICE OF CONSUMER COUNSEL IRERDROTLA, 5.0,
ITHERDEOLA USA, TNC,
IBERDROLA USA METWORKS, INC,
GREEM MERGER S, TNC.

il

By é I ) o By: —
lir Swangan Kotz f i David L. Schiwurtz
Consimmer Counsed Latham & Watkis LLP
Ciffice of Consamer Counsel 555 1lth Sireet WW, Suite 00
Ten Franklin Sguomn: W ashinglom, D2 20004

e Bhritaim, O (a5
{lawnref for therdrala, XA, fberdrala
L8A, dne, Mherdvala UEA Nerworks, fac
wored e Mpeper Sl foe

LI HOLDINGS CORPOMATION

Lipeln L. Randell

Senior Wice President and
Crenermd Coumse]

UL Holdings Corpormgion
157 Chureh Street

Mew Hawven, CT 06310

Diute: September 18, 2015
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