
nationaigrid Thomas P. O’Neill
Senior Counsel

Via Overnight Delivery and E-mail

January 16, 2009

Edward N. Damon, Esq.
New Hampshire Public Utilities Commission
21 S. Fruit Street, Suite 10
Concord, NH 0330 1-2429

Re: National Grid! KeySpan Corporation Merger
DG 06-107

Dear Attorney Damon:

In accordance with the Rate Plan Settlement Exhibit EN-3 section A-i as approved by the
Commission in Order No. 24,777 dated July 12, 2007, attached is a list of 28 proposed cast iron
bare steel main replacement candidates for fiscal year 2010 along with back-up information
regarding the locations and leak histories. 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) and include targeted assets as
agreed during previous technical sessions. The Company’s proposal provides for the replacement
of 4.06 miles at an estimated cost of $3,822,273.14. Also enclosed is a cumulative computation of
the estimated revenue and bill impact associated with the inclusion of $3,322,273.14 million in rate
base, which represents the incremental spending to the $500,000 base amount, provided for in the
merger settlement agreement

The Company is prepared to schedule an initial technical session to discuss this proposal at the
Staff’s earliest convenience.

Thomas P. O’Neill

TPO/tas
Enclosures
cc: S.Frink

K. Traum
R. Knepper

Sincerely,

201 Jones Road, Waltham, MA 02451
T: 781-907-1809 F: 781-907-1659 thomas.p.oneill@us.ngrid.com
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203126 1 JOint Natural ForE. 4 000 0th., Repair 64 ad. 09i30I1999 4 1
203131 1 Joint NaturAl Fonoc 4 000 Other Repair Mad. 0813011999 4 1
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204004 1 LoakiRl Pip. Natural F on’. 4 000 Other Repair Mad. 02i2012000 4 1
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It
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Bill Impacts due to Cast Iron and Bare Steel Replacement Program

Total Yr 2 Incremental from Yr. I

$1,015,824 $512,900

154,702,063 154,702,063

$0.0066 $0.0033

$2,006 $2,006

1250 1250

Annual Revenues 2006-07 from Rate Case $176,520,000 $176,520,000

Annual percent increase 0.58% 0.29%

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

$8.21

0.41%

$4.14

0.21%



Energy North
Illusrtative Cast Iron, Bare Steel Replacement Program

Illustrative Computation of Revenue Requirement

Year Year
I 2

FY09 FY10
Deferred Tax Calculation

1 CIBS Progam Targeted Spend 3,635,605 3,822,273
2 Base Spending Amount 500,000 500,000
3 Incremental Amount 3,135,605 3,322,273
4 Cumulative REP Program Spend 3,135,605 6,457,878
5
6 Book Depreciation Rate (a) 2.23% 2.23%
7 15/20 YR MACRS Tax Depr. Rates 5.00% 9.50%
8 Vintage Year Tax Depreciation:
9 Year I Spend 156,780 297,882
10 Year2 Spend 166,114
11 Year3 Spend
12 Year4 Spend
13 YearS Spend ____________________________

14
15 Annual Tax Depreciation 156,780 463,996
16 Cumulative Tax Depreciation 156,780 620,776
17
18 Book Depreciation 69,872 143,903
19 Cumulative Book Depreciation 69,872 213,775
20
21 Book/Tax Timer 86,909 407,002
22 Effective Tax Rate 40.53% 40.5 3%
23
24 Deferred Tax Reserve 35,220 164,937
25
26 Rate Base Calculation
27 Plant In Service 3,135,605 6,457,878
28 Accum Depr (69,872) (213,775)
29 Def Tax Reserve (35,220) (164,937)
30 Year End Rate Base 3,030,514 6,079,166
31
32 Revenue Requirement Calculation
33 Year End Rate Base 3,030,514 6,079,166
34 Pre-Tax ROR 12.30% 12.30%
35 Return and Taxes 372,849 747,930
36 Book Depreciation 69,872 143,903
37 Property Taxes (b) 1.92% 60,204 123,991
38 Annual Revenue Requirement 502,925 1,015,824
39
40 Annual Rate Adiustment Year 2
41
42 Incremental Annual Rate Adjustment 502,925 512,900
43
44
45 Imputed Capital Structure Weighted
46 Ratio Rate Rate Pre Tax
47 LongTem~Debt(c) 50.00% 7.12% 3.56% 3.56%
48 Short Term Debt 0.00% 0.00% 0.00% 0.00%
49 Common Equity (d) 50.00% 10.39% i2i2.%~
50
51 100.00% 8.76% 12.30%

(a) Actual 2007 Composite Depreciation rate for distribution property.
(b) Actual 2007 ratio of municipal tax expense to net plant in service.
(c) Capital structure per Merger Settlement.in Docket DG 06-107, Exhibit I, Section 3(c).




