nationalgrid i
Via UPS

June 19, 2008

Edward Damon, Esq.
New Hampshire Public Utilities Commission
21 South Fruit Street
Concord, NH 03301

Re: DG 06-107 Cast Iron Bare Steel Replacement Plan
Dear Mr. Damon:

I am writing to confirm the National Grid’s understanding of the agreement reached at the
technical session held on Friday May 9, 2008 regarding the Cast Iron Bare Steel Main
Replacement Program, which was part of the May 15, 2007 Settlement Agreement approved
by the Commission in Order No. 24,777 dated July 12, 2007.

On February 12, 2008, National Grid NH (“National Grid” or the “Company”) submitted its
initial list of proposed cast iron and bare steel main replacement candidates for fiscal year
2009. As noted in that filing, these replacement candidates were determined and prioritized
in accordance with the Company’s Procedure GENG-2050 (Identification, Evaluation and
Prioritization of distribution Main Segments for Replacement). Over the course of several
meetings between the Company and the Staff; this list was modified and refined.! The final
list of projects that resulted includes 4.07 miles (21,502 feet) at an estimated cost of
$3,635,605 dollars and is attached as Exhibit A (the “FY 2009 CIBS Plan”). Exhibit B is an
updated Bill impact analysis based on the final proposal. In accordance with the Settlement
Agreement dated May 15, 2007, the Plan does not include replacement of cast iron and bare
steel pipes required in public works projects and/or carried pursuant to the main
encroachment policy in effect on January 1, 2007, which the Company will continue in the
ordinary course of business.

1 It also became apparent that GENG-2050 is an enterprise wide integrity management prioritized
replacement policy containing many sections that are not pertinent to New Hampshire distribution
systems and, as indicated below, a supplemental procedure specific to New Hampshire will need to be
developed.

2 See Settlement dated May 15, 2007 at page 113 of 117,
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The Company has commenced work based on the priorities established in Exhibit A and will
track all capital investments made in accordance with the FY 2009 CIBS Plan. On or before
May 15, 2009, the Company will file a report with the Commission in accordance with the
Settlement Agreement. The report will document the actual amount of capital investments
made in accordance with the Plan during fiscal year 2009 and propose recovery of that
amount less the agreed upon base spending amount of $500,000. The purpose of the filing is
to true up cost estimates of planned projects, with actual costs incurred, including latest
loading factors.

As agreed during the May 9, 2008 technical session, the capital investments amount to be
included for recovery under the Plan may include all prudently incurred direct and indirect®
costs associated with : (i) replacement or abandonment” of cast iron and bare steel mains,
including replacement of existing pipe with replacement pipe up to one diameter size larger
than the existing pipe, (ii) replacement or abandonment of cast iron or bare steel service lines
directly connected to bare steel or cast iron main replacement projects, and (iii) tie over of
connected service lines not replaced or abandoned as part of a cast iron bare steel main
replacement project.

Categories of costs that may not be included for recovery under the Plan include: (i)
replacement or abandonment of plastic main, (ii) replacement or abandonment of coated steel
main, regardless of vintage, (iii) replacement or abandonment of plastic or coated steel
services connected to cast iron or bare steel main replacement projects, (iv) the differential in
cost to replace existing cast iron or bare steel mains with pipe of a diameter that is more than
one size greater than the existing main and the cost to replace that main with a pipe that is
one diameter size larger than the existing main, (v) relocation of customer meters from inside
to out and (vi) random cast iron or bare steel service replacements not connected to a cast
iron or bare steel main replacement project.

The Company and Staff have determined preliminary dates and associated milestones during
fiscal year 2009 to develop a New Hampshire specific procedure to supplement the National
Grid procedure GENG-2050 which supplemental procedure will be taken into account when

3 Indirect costs mean overheads such as pension, OPEB's and other fringe benefits, payroll taxes,
material handling costs and other general & administrative expenses that are loaded on all labor and
material transactions. Categories of costs that may not be included for recovery under the Plan
include: (vii) costs related to CIBS planning (other than normal engineering and project planning),
reporting and filing.

4  For purposes of ii. and iii., abandonments such as mains that are not servicing a customer via a service
will not be allowed. Other abandonments will be considered by Staff on a case by case basis.
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developing the National Grid, NH cast iron bare steel plan for fiscal year 2010 and beyond.
Finally, bare steel segments that have been removed will be catalogued, photographed, and
tested for remaining wall thickness and reported back to Staff.

/

Very truly yourS/é‘/
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Thomas P. O’N¢ill
Enclosures

cc:  Randy Knepper
Stephen Frink



800TZ/S1/S0 JO Se pasiaay

1Jo 1 a8eq

90 [-Is1] [euld SawpIpUE) SEIO aNysdurey maN 8002

sajepIpue)) Judwde[day urepy uonipuo)) daysdwey MaN 8007

S09°SE9'€S €STTLT'TS  BUIZIS PIsEIdU] ST LOY 90 9b'€
9'€LIS 095868 8E€S‘I9S | 990°bEL'ES I6L'SEETS GISPSES  TLT'6LEIS | 6T€ Loz 20817 ISTE  0STQI 'S uy O wodf 1212uniq ]2y paompay = sjelo, puesn
FOT'CTT'ES  TOSWIOTS  BuizS paseandu] ssyf 6€°€ ve'o S0°€
1772818 S0S'IPS _0F6'STS | 60L°FIT'ES [EPPOPOTS PI09IES GLEFTLIS | T6T 781 68 17 | LI6'L1  T08T  SII‘9l stejo, dnoio) puod |
LI¥98S 000 | ¥6'688 1T'95$ 00'0$ 000§ | ISVILISS LSTIZETES 1€61088 9T TOE VTS 9 9 0 0 SL§ 0 LS z DISd 09 01 d'T 8261 z 1§ J[PUU0D 01 # I§ Areiqr] 1S [[2uu0) dnNH umos-HN | DOUd ON €€
91¥98s 000 |€1'86% €£19% 00°0% 0008 | 06'876'8T$ 90°€60°8I$ TTISITS +89L6°SIS € 0 € 0 S6T 0 S6T z DISd 09 01 dT 6261 4 1S UBWIPOOM 8% IS UBWIPOOM p# ([ OYdS YSIH 18) IS UBWPOOM, (DD  YHON -HN | DN ON 43
¥$$98S 1601 |T6'SEIS S618S 00°0$ 000$ | 91'TSI'8LS OI'SP8'8FS 0000T°€$ O1'SPI'SHS 14 0 14 0 LS 0 LS 9 09 1€61 v 1§ Apoqead 1§ Jepa) 1S Jouim L yuoN-HN | DO¥d OoN of
114985 L9'11 | SP068 €595 000$ 0008 |PSTIS'CIIS PESHEOLS 00EIETTES PETEI6ES 43 91 €l € STl 0£01 STT  Jeqv/Ae[ay d 09 01 GV 41 2681 9 1§ 21U) 1S fodeyd 1S 2SN ddd> UuoN-HN | HDoud ON 6C
0/88YS  00°Z1 |TE8LTS SE'ELIS | OP'9F8 IS OOVSI IS | LTH99°SSS  LI06LPES €S S6E TS P9 b6Eees I ! 0 0 00T 0 002 14 d1 8061 4 1S [[amM3A0T 611 IS [19MIA0T O ] 1S [[2MaA0] SVYN 4nos - HN | OWNY ON 87
p688YS  Ob'E€l |SS'1TES L600Z$ | 00°0% 0008 | bSYS1TES 65960078 €5S61°TS  90'106°L1S 4 I 1 0 001 0 001 14 d1 €161 T 1D Py | 1D pay SVN  4noS-HN | DWNY ON LT
9€598S €ISl |€T'€9T$ TSPOIS | 0008 0008 [S8VE0°6ZES 8L 9V9'SOTS 6£86LSES 6E8V86GIIS|  €F 14 6 € 0sZ1 0 0s21 9 d1 Li6l v IS [19ssny 1§ yoasg 1§ 2I0wWedes ONW [enuad-HN| D0dd oN 9
675985  T8'SI JoL'88I$ v6L1IS | 000% 0008 |¥8'695°L0T$ SITIEL'6TIS 1€6196% 8 I111°0ZIS| Tl 9 z 14 0011 0 0011 9 d1 rl61 213 1§ #3pug Py oyzsnidsoy IS INWSAYD WIS [PMCT  ONW [ehu2D -HN| D0dd ON ST
01S98S  §T9I J09°TITs (8TEI$| 000% 0008 |SL'TZITLTS TLOLOOLIS OF' 18S°€T$ TES6VOVIS| 61 vl S 0 0871 0 08Z1 9 d1 1061 14 pd 33p1d YSIH IS 1IBH 1S uosiey ONIN {enu2D -HN| DOYd oN 174
96¥98S 0007 |98'L5T$ 91191 | 00°0% 000§ |TH'6L8OIIS $966T698 L609F 11S L9BEY'LSS 11 L € 1 ocy 0 ogy 9 d1 €681 € 1§ wngny 1§ 1saqesseN 1S wowijag ONIW [enuad -HN| DO¥d oN €
01¥98S 00'vT |€1'61T8 S69EIS | 0003 0008 |TU9EL161$ 9T SE8611S 96966'81$ 0£8ES00IS| 91 11 3 0 SL8 0 L8 8 d1 z681 9 1§ Jadey) 1§ s1uoIS 1S UlBN N aj’d YuoN-HN | DOUd oN 44
1$S98S 0097 8¢ 14Z$ 98°0S1$ | 00'80E°TS  0STHY'I$ |89 198°S1I$ SSEIVTLS 8EPLTLS LIGEISIS 8 ¥ £ 1 08y 0 08% 9WY d1 vz6l 4 1§ wewng 1S uimpleg IS wewng % py nodsald  SYN  YnoS-HN | DOYd ON 1z
YI¥98s  0S°LT |S8'8Li$ SLILIS | 000% 0008 |00°8SO°LLIS ST199°011$ 9¥'90L°0T$ 6L PS6'68% 1T 12! < z 066 0 066 9 d1 T681 4 1§ esed|d 1§ projuiny 1S 8undg N IS ualie;y 40D YMON-HN | DO¥d ON 0T
€1498S  81°0€ [980L1% 8L901$ | 00VOL'LS 000PYPS [FO 1VOSSIS S9SLL86S 68 1¥1°9TS 9L'EEITLS €T €l 6 I ST6 0 ST6 9 d1 116l 4 Py awnogisam 18 Anaqiy 1S [00YdS ddd UYUON-HN | DOdd dANAd-SeA 61
$888+S  00°Z¢ |TETEIS OL'T8S | 00'VS0'8S  000PO'SS |STEEHBEIS 8T EEV98F LL6SI VIS [SELITLS 11 6 z 0 0501 SHT S08  Jeqy/AR]ay OIS 09 01 dT §S61 4 1§ Aopsury 1S Asupen 1S AUaQIT %9 PY 9[QEISUN MIN SYN YInoS - HN | DAINY ON 8l
9888tS  00°SE | 9£'86% 8F19% | TLTEOES S6TEHIS | 8STLY6LS 9£S6L6YS 90 16L°TS  0EF00LYS 4 4 0 0 018 SLy SE€e  Jeqy/ARIoY > 01 gV d'T°dT 8061 z 18 [00YdS 1S pueysiH 1§ A1eIqi dnNH Ynos-HN | DN ON Ll
905985 €€°Ey |LUP6IS 9E1TIS | 00°TLO'ES 000T6'1S | S$699°LLS LY €vS8YS 8I'ELETIS 6TOLI9ES 4 9 S I oot 0 0oY ¥ d1 Tl6l v 1S 1lEH 1S uos|im 1S U221 ONW [enua) - HN| DOdd ON 91
£6v98S 000§ |86°0L1$ 98'901$ | 00°0% 0008 |S8'8£0°LEIS 8T668°16% €S S6E TS  SLEOS06% 1 I 0 0 098 0 098 9 d1 Ly6l ¥ 1§ 1511 1§ Areiqi] 1S [00ydS dnNH oS - HN | DO¥d ON Sl
0SS98S  OV'TS |8L6STS LETIIS | 0T6ES'SE  00TOFES [190L8°SSIS €I61¥°L6S TLL68BIS 1V 1TSBLS 9 ol S 0 009 0 009 v d1 zi6l z 15 INUISYD 1S wig 1S Aaqny SYN unoS-HN | DO¥d ON vl
805985 0009 [8670£7$ 9E¥HIS | 000% 0008 |6V LETELIS €V ELTROIS €V 109°LIS 00TLI06$ 61 ) S 14 0sL 0 0sL 9 d1 £681 € IS Y3IH g 1§ posuo) 1S [19M0T %3S [[BH ONW [enudd-HN| DO¥d  ANAd-$PA €1
$0S98S 0009 J09'SyI$S 00'16% 00°0$ 0008 | OL'9PT'99$ I8°€OV' I¥S 6L 168'YS  TO'60S9ES 4 € 1 0 SSy 0 SSt 9 d1 6561 ¥ wod 1S 1IeH Ay Lisg ONI [enued -HN| DOYd oN 4l
$888YS 0009 [08'€61$ €11T13 | 96T68°FS  01'8S0°ES [8ESILTOIS 11L6179S 89TS00IS €V HIIHSS 6 6 0 0 0gs 0 0€S ¥ d1 1761 z SEN 1§ jooid £]-1 1§ yoorg SVN  unoS-HN | JWNY oN 1
1£$98S 0009 |€v's6Ts v9¥8IS | 0008 000§ | 9ZZ9¢SI$ 1Y 10968 8THI0'IS  €1°LES8S I I 0 0 49 (49 0 uopueqy d1 8561 z AV 3|epasoy €€# AV 2|epasoy O¢# AV d[epasoy ONIW [enuad-HN| DOMd oN ol
ZL88YS 0009 [89'€sT$ SS'8SIS | 000% 000§ | 09719L°69% 00 109°€H$ 65986F$ 1¥¥19°8€S v € I 0 k4 0 LT v 09 ys6l 4 AY BUOID T1# 1S puelySiH AV EBLIO|D dnNH YnoS - HN | DN oN 6
LLS8FS 00°SO |¥8'SST$ OV LVIS | OF'9P8° IS O0VSIIS | VL LOULYS P86LV'6TS STPI8'ES 9SS19°STS € 4 I 0 002 0 002 ¥ d1 LT61 4 ISYALXAA 6¢ 1S YALXAd £ LS ¥441X4d SVN ymos-HN | DNY ON 8
10s98S  00'89 |£1°082$ IUSLIS | ZE€004°CS 0T00ST$ | Z8P8TLS 10°8TS'SHS T996¥ IS  6£1€0 S I 1 0 0 092 0 092 ¥ d1 LT61 € 1S Wiy 1S 1Bpa) ONIN 1enua) -HN| DOdd ANAd-SPA L
80985 OV'T01 |ST8ET$ T6'8YIS | vOBEC IS  €99¢8% | 900SS'VES 6L°€6S1ZS 99 18IS €ITSL6IS € 1 1 I 941 0 Shl 12 d1 €561 4 Wod L#1eld . 15X0 1§ p103u0) dd’d YuON-HN | DOodd ON 9
8£598S 00'SHI |ZEPEIS S6'€8% 00°0$ 000% |€€L8I°191$ 80°THLO0I$ 0E'SSL'BIS 8L986°18% 9l ol 9 0 00Z!1 0 0021 9 d1 vs61 4 ISIEH S 1§ ujoouly 1S BIseys ONIN [enudD - HN| DO¥d ON S
paroiddy dnoin puoddg
I0V'TIPS  ISL'LSTS Buizig paseadu] ssyy 89°0 LT0 or'0
76'0€1S 956'9S$  L6S'SES | LSE'69PS  SPEE6TS  SSK'BES  €68VSTS LE ST L S S85¢ ostl SE1T sjero, dnon ysarg
106265 ov'z [zseris T8T6$ | 00'859°ES  00°08T°T$ | 8Y'OVSOLS  SST60PYS 1669988 ¥9 1TY'SES ol S £ 4 SLy 0 SLy 4 d1 ¥681 4 ISOH T# 1§ 100YydS 1S 1I0H ddD YUON-HN | ONNY dNFd-seA  Ig
LPS98S 00°SH1 |61°L078 0S6TI$ |1LLOEESS TELIECES|BL YOS YTTS 66TOSOFIS 98'€COV'SIS €1'660°STIS| Tl 6 € 0 $801 0 $801 9 d1 9161 4 1§ UN0%R1d 1§ Yooig 1§ Aourep ONI [enuad - HN| D0¥d ON ¥
1£88YS 0F'T91 | 80698 8I€h$ 000$ 0008 | 09LSE8YS  0S€TTOES 9L8YSOIS YL YLI61S 11 8 I 4 00L 00L 0 uopueqy d 09 01 9V d'1 8061 4 1§ 1wIsay) 78 18 INWIsaYD 09 1S muisayd SVN yinos - HN | OWNY oN €
LOY98S 00'TLE | 8LE€LS  11°9V$ 000$ 000$ | 8S6T1°09% 6608S°LES 61LEYTS 08°€b1‘SES € 4 0 i 0stL §9  Ieqv/AR[oyd 09 01 IV T TE6! 12 1§ Sundg N 1S YIRWLLISI 1§ anua) D0 UYMON-HN | DO¥d ANHdSA T
86v98S 00'VLI |Lv'8TIS 6T08$ 00°0% 000$ | SLBIS|SOS TT6V60PS €SS6ETS  69€SS6ES I I 0 ols 0 0is 8 d1 0g61 9 AV 1SAD|IH M 18 A3)[EBN.O AY umolg ONI [enusd - HN| D0dd oN 1
pasoaddy yooss Jo droany ysny
|ﬁﬂ| j00] 100 |(°09)97IS 7S REU 150D 19201 B0 150D juno) Ssvin i STEEGT d/eood -
TOM XM InyT 7100 |Peseeu] paseanou] PP ovemmsa DUDS wewIa| oD sy D THSL T o iy 10X P e oL woiy 1PN/ U neso| P ormig |Tosey ToAed 1 4
uopy | —— — | PoIeunsy il e o | § 100y pueqv | TeI0L UOpuEqY Kepy TURJSAS UMOT,
SiIong DAV DAV | 10J350)7T "10J3500d 60T €10 o pajewnSy 2N FLGEE ]
V LIGIHXA




Bill Impacts due to Cast iron and Bare Steel Replacement Program

Annual Increase due to REP Cap program
Annual Throughput (based on Nov 07 COG filing)
Increase Factor

Typical Residential bill (Based on Nov 07 COG)
Typical Usage

Annual Increase for Residential Heating customer

Percent bill increase

Annual Revenues 2006-07 from Rate Case

Annual percent increase

$512,004
155,445,404 Therms
$0.0033 /therm
$1,862
1250 therms
$4.12

0.22%

$176,520,000

0.29%

EXHIBIT B
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Illusrtative Cast Iron, Bare Steel Replacement Program

Energy North

Illustrative Computation of Revenue Requirement

Deferred Tax Caleulation
CIBS Progam Targeted Spend
Base Spending Amount
Incremental Amount
Cumulative REP Program Spend

Book Depreciation Rate (a)

15/20 YR MACRS Tax Depr. Rates

Vinatge Year Tax Depreciation:
Year 1 Spend
Year 2 Spend
Year 3 Spend
Year 4 Spend
Year 5 Spend

Annual Tax Depreciation
Cumulative Tax Depreciation

Book Depreciation
Cumulative Book Depreciation

Book/Tax Timer
Effective Tax Rate

Deferred Tax Reserve

Rate Base Calculation
Plant In Service
Accum Depr

Def Tax Reserve

Year End Rate Base

Revenue Requirement Calculation
Year End Rate Base

Pre-Tax ROR

Return and Taxes

Book Depreciation

Property Taxes (b) 1.92%
Annual Revenue Requirement

Annual Rate Adjustment

Incremental Annual Rate Adjustment

Imputed Capital Structure

Long Term Debt (c)
Short Term Debt
Common Equity (d)

4/08-3/09
Year
1

3,635,605

500,000
3,135,605
3,135,605

2.23%
5.00%

181,780

181,780
181,780

81,013
81,013

100,767
40.53%

40,836

3,135,605

(81,013)
(40,836)

3,013,756

3,013,756
12.30%
370,787
81,013
60,204
512,004

Ratio

50.00%
0.00%

50.00%

100.00%

Year 2
512,004

Weighted

Rate Rate
7.12% 3.56%
0.00% 0.00%
10,39% 5.20%
8.76%

Pre Tax
3.56%
0.00%
8.74%

12.30%

(a) Composite (Actual/Rate Case) Depreciation for Energy North Mains

(b) Actual 2007 ratio of municipal tax expense to net plant in service

(c) Actual/Rate Case Composite LTD Rate

(d) Last approved ROE. To be replaced with ROE ultimately approved in Energy North's First Rate Case or subsequent rate cases.

EXHIBIT B



ALEXANDRA E BLACKMORE
NATIONAL GRID

201 JONES RD

WALTHAM MA 02451

STEVEN V CAMERINO

MCLANE GRAF RAULERSON & MIDD
11 SOUTH MAIN ST STE 500
CONCORD NH 03301

MEREDITH A HATFIELD

OFFICE OF CONSUMER ADVOCATE
21 SOUTH FRUIT ST STE 18
CONCORD NH 03301

CATHERINE L NESSER
ENERGYNORTH NATURAL GASINCD
ONE METROTECH PLAZA
BROOKLYN NY 11201

THOMAS O'NEILL

KEYSPAN ENERGY DELIVERY NEW E
52 2ND AVE

WALTHAM MA 02451-1127

DONALD PFUNDSTEIN

GALLAGHER CALLAHAN & GARTREL
214 N MAIN ST

P OBOX 1415

CONCORD NH 03302

THOMAS ROBINSON
NATIONAL GRID USA
25 RESEARCH DR
WESTBORO MA 01582

SCOTT H STRAUSS

SPIEGEL & MCDIARMID

1333 NEW HAMPSHIRE AVE NW 2ND F
WASHINGTON DC 20036

SHAWN J SULLIVAN
COOK & MOLAN PA

100 HALL ST

PO BOX 1465

CONCORD NH 03302-1465

KEN E TRAUM

OFFICE OF CONSUMER ADVOCATE
21 SOUTH FRUIT ST STE 18
CONCORD NH 03301-2429

DONALD WIGHTMAN

UTILITY WORKERS UNION OF AMERIC
815 16TH STNW

WASHINGTON DC 20006-4101

Docket #: 06-107
FILING INSTRUCTIONS: PURSUANT TO N.H. ADMIN RULE PUC 203.02(a),

WITH THE EXCEPTION OF DISCOVERY, FILE 7 COPIES (INCLUDING COVER LETTER) TO:
DEBRA A HOWLAND
EXEC DIRECTOR & SECRETARY
NHPUC
21 SOUTH FRUIT STREET, SUITE 10
CONCORD NH 03301-2429

Printed: June 23, 2008




PURSUANT TO N.H. ADMIN RULE 203.09 (d), FILE DISCOVERY

LIBRARIAN

NHPUC

21 SOUTH FRUIT ST, SUITE 10
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EDWARD DAMON

NHPUC

21 SOUTH FRUIT ST, SUITE 10
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THOMAS FRANTZ

NHPUC
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STEPHEN FRINK

NHPUC

21 SOUTH FRUIT ST, SUITE 10
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RANDY KNEPPER

NHPUC

21 SOUTH FRUIT ST, SUITE 10
CONCORD NH 03301-2429

GEORGE MCCLUSKEY
NHPUC
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CONCORD NH 03301-2429

ROBERT WYATT

NHPUC

21 SOUTH FRUIT ST, SUITE 10
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Docket #:  06-107 Printed:

DISCOVERY

DIRECTLY WITH THE FOLLOWING STAFF

RATHER THAN WITH THE EXECUTIVE DIRECTOR

June 23, 2008

BULK MATERITALS:

Upon request, Staff may waive receipt of some of its multiple
copies of bulk materials filed as data responses. Staff cannot
waive other parties' right to receive bulk materials.
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