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Mr. Bennett, please state your full name and business address.

My name is Gary Bennett. My business address is 52 Second Avenue, Waltham,

Massachusetts 02451.

Are you the same Gary Bennett that filed direct testimony in this proceeding?

Yes. I filed direct testimony in this proceeding on February 25, 2008. A summary of

my educational and professional experience can be found in that testimony.

What is the purpose of your testimony?

My testimony responds to certain testimony of the witnesses for the NHPUC Staff

("Staff') and Pamela Locke regarding the enhanced collections plan proposed by

EnergyNorth Natural Gas, Inc, d/b/a National Grid NH (the "Company" or "National

Grid"), as well as the appropriate level of bad debt that the Company should be

allowed to recover from customers through rates. With regard to the second issue, I

note that the Staff has hired a consultant to review the Company's historic credit and

collection practices for the purposes of recommending an appropriate bad debt

percentage to be included in the Company's rates going forward. The work of the

consultant is ongoing, and therefore my rebuttal testimony on this issue is limited,

pending completion of his report. Particularly in light of the Company's

understanding that the bad debt issue will be the subject of a later phase of this

proceeding, the Company reserves the right to supplement its rebuttal testimony once

the consultant's report and recommendation is available for review. I am only

addressing the bad debt issue here because Mr. McCluskey did so in his testimony

and his recommendation was incorporated into the revenue requirement calculated by

Mr. Fink. My testimony does not address the testimony of the Office of Consumer
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Advocate ("DCA") in detail because the concerns raised by DCA are substantially the

same as those raised by Staff.

Enhanced Collections Plan

What is the Company's proposed enhanced collections plan and why was it

proposed?

As discussed in greater detail in my February 25, 2008 testimony in Docket DG 07-

050, Staff expressed concern regarding whether the Company's collections efforts

were sufficiently vigorous. In particular, the Staff pointed to the bad debt ratio for

Northern Utilities in New Hampshire and noted that it was substantially lower than

the Company's. The Company believed then, as it does now, that there are many

appropriate reasons that its uncollectible expense, and therefore its bad debt ratio, has

historically been and remains higher than Northern's. However, as the Company

made clear when it reached agreement with Staff and DCA in that proceeding, the

Company would prefer to work constructively with Staff and the DCA on these

issues, to the mutual benefit of customers and the Company. As a result, the

Company agreed to submit a proposal for changes to its collections process, and the

Staff and DCA agreed that the prudently incurred incremental costs of that process

would be included in this rate case on an annualized basis. Specifically, the

settlement provided:

The Company will file a written plan setting forth its proposed
collections process on a going-forward basis for review by Staff. The
plan will be filed no later than with the Company's upcoming base rate
case filing. The prudently incurred costs of the collections process
described in the plan (including, on an annualized basis, any costs that
are incremental to those in the Company's test year) shall be
recoverable through rates set in the base rate case ....
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The cornerstone of the proposal is a plan to substantially increase the number of field

visits to customers. Ideally, every account that has arrears of sixty days or more will

receive a field visit under the proposal. If the initial visit does not resolve the account

issue, an additional visit would then be performed.

Staff witness Frink claims that that, in calculating the cost to implement the

enhanced collections plan, the Company failed to account for seven new

employees hired following the test year to implement an emergency response

plan agreed to by the Company in Docket DG 06-107. According to Staff, the

availability of these additional employees to perform collections-related activities

when they are not needed for emergency response should serve as an offset to the

cost to implement the Company's proposed enhanced collections plan. Do you

agree with Staff's characterization of your analysis?

No, I do not. In calculating the cost to implement the enhanced collections plan, the

Company did in fact take into account the ability of the rest of its workforce to handle

a percentage of the incremental workload. This included both the seven employees

hired as a result of the merger settlement agreement in Docket DG 06-107 as well as

other current employees. Specifically, the Company's analysis shows that, in order to

implement its proposed plan, it would have to perform an incremental 5,798 field

collections jobs. As shown on Attachment GB-2, these jobs are divided among three

distinct service areas, with 58% of the jobs occurring in the Manchester area, 30%

occurring in the Nashua area and 12% occurring in the Tilton area. Assuming an

average rate of 23 jobs per day per collector and factoring in the fact that collections

activity can only occur during the period of Monday through Thursday from 8 am to
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3:30 pm (residential) and Monday through Friday from 8 am to 3:30pm (non-

residential), a total of 2.3 incremental FTE's would be required to handle this

incremental workload. As a result of this increased field collections activity, the

Company estimates that there will be an incremental 5,508 "turn on after off" orders

generated. Again, as shown on Attachment GB-2, these orders are divided into the

three service areas of Manchester, Nashua and Tilton. Based on an average rate of 6

jobs per day with no restrictions on when the work can be performed (because service

can be restored at any time of day), an incremental 2.5 employees will be required to

handle the incremental workload. Rounded to the nearest whole number, the analysis

indicates a need for five additional employees. However, in this case the Company

sought recovery for the expenses associated with only three additional FTE's. The

reduced number was based on the assumption that some of its existing workforce

could be re-deployed to handle high priority collections work as a result of the

additional seven employees hired to implement the Company's emergency response

plan.

Staff contends that, with respect to the seven new employees hired to perform

emergency response work, only 13% of their time is spent on emergency work

while 80% of their time is spent on meter-oriented services. Do you agree?

No I do not. Staff appears to be misinterpreting the Company's response to one of

the data requests provided during discovery. The Company indicated that 12.8% of

the total jobs performed by these seven technicians were emergency work and 80% of

the total jobs were meter-oriented services. However, total jobs are not the equivalent

of total time. The Staff's analysis failed to take into account that the reason these
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employees were hired was to increase emergency response coverage on nights and

weekends. Accordingly, only 22.5% of these employees' time occurs during "normal

hours" (Monday to Friday 8am to 4pm), while the remaining 77.5% of their time is

during nights and weekends, which is outside the time periods when the Company is

permitted to disconnect service pursuant to the Puc Ch. 1200 rules and during times

when it would be highly disruptive to the customer if they conducted customer-facing

work. Finally, any non-emergency work performed by these employees must be

interruptible in nature so they can quickly be re-deployed to an emergency on short

notice. The combination of the hours worked and the limited type of work these

employees are able to perform results in a less than efficient use of the technicians'

time. Hence, approximately 40% of their time is on "standby", similar to a fireman

standing by for an emergency call that may come in. For the non-standby hours

worked, the equivalent time for the distribution of work performed by these

employees is as follows--23% of that time is spent conducting emergency work and

77% of that time is spent conducting other work, including meter-oriented service

work.

Staff also contends that a substantial amount of the enhanced collections policy

cost is for one time and/or capital expenses which should not be included in the

revenue requirement. Do you agree?

The total non-labor costs stated in the plan are $37,499 per technician, of which

$18,885 per technician is capital, which equates to $56,654 in total allocated to

capital. I do agree that this latter portion of the requested expense should be removed

from the annual cost of the proposed plan.
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On pages 49- 56 of his testimony, Mr. Colton, on behalf of Ms. Locke, critiques

the Company's proposed enhanced collections plan. Do you have a response to

those concerns?

The concerns raised by Mr. Colton refer to the effectiveness of certain aspects of the

collections process in isolation, without considering effectiveness of the collections

process as a whole. The Company's proposal relies on a multifaceted approach to

remind and encourage customers to stay current with their outstanding gas bill.

Contrary to what Mr. Colton asserts, the Company did not propose its enhanced

collections plan without considering other collections methods. It does not benefit

the customer or the Company if the customer falls into arrears. That is why the

Company employs a systematic approach to increase the number of customer touch

points and encourage customers to contact the Company, thereby affording the

customer and the Company a better opportunity to work out a payment plan, enter a

balanced billing program or provide direction for low income discount eligibility and

fuel assistance, all of which will assist the customer to better manage their monthly

gas bill. These touch points range from bill reminders to outbound calls to separate

letters and, as a last resort, field visits.

With regard to these increased touch points, the Company has already increased the

number of outbound calls to customers by over 3 1Iz times (79,000 calls to 281,000

calls) and the number of subsequent contacts by almost 3 times (39,000 contacts to

116,000 contacts) from 2005 to 2007 (Attachment GB-3). The number of disconnect

notices has increased by 36% from January through October 2006 as compared to the

same period in 2008 (Attachment GB-4 and Attachment GB-5). The number of field
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visits has increased by 18% from 2005 to 2007 (Staff 1-59, attached as Attachment

GB-6). The number of customers that have been enrolled on balanced billing has

increased by over 31% from October 2005 to August 2008 (Attachment GB-7).

It was with this background and experience in mind that the Company determined

that the cornerstone of an enhanced collections plan needed to be an increased focus

on the effectiveness of its field visits.

Bad Debt Exuense

What level of bad debt expense is the Company seeking in this proceeding?

The Company is seeking to recover 2.54% of revenues as bad debt expense, which

represents a three year average of bad debt expense for the period 2005-2007. As part

of the settlement in Docket DG 07-50, the Company has also agreed to apply

whatever rate is approved by the Commission for delivery rates to gas cost related

bad debt that is recovered through the cost of gas mechanism. It is the Company's

understanding that the issue of bad debt expense will be addressed in a later phase of

this proceeding, and therefore the Company is only responding in a limited manner to

Staffs position at this time.

On pages 17 and 18 of his testimony Staff witness McCluskey compares write -

offs as a percent of revenue for New Hampshire utilities. Based on his analysis,

he characterizes the Company's collections policies/process as being sub

standard and less effective than those of other utilities in improving cash flow.

Do you agree with this characterization?

No, I do not. As an initial matter, Mr. McCluskey concedes that revenue collection is

a far greater problem for gas than electric companies, a premise with which I agree.
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Therefore, any comparison of the Company to electric utilities is irrelevant to this

case. That leaves only a comparison between National Grid NH and Northern

Utilities. While the raw data indicates that on an absolute basis the Company's net

write off percentage is higher, it also indicates that the relative increase over time is

approximately the same for both companies. The fact that National Grid NH's net

write off percentage is substantially higher than Northern's should come as no

surprise to Staff. The fact is that the Company's bad debt ratio was approximately

three times that of Northern when the companies' indirect gas costs were first

established in DG 00-063 and DG 00-046. According to a Staff response to Data

Request KeySpan 1-7 in Docket DG 07-50, the bad debt ratio approved for Northern

in its revenue neutral rate redesign case, DG 00-046, was 0.33%. (See Attachment

GB-8.) The Company's uncollectible expense approved at the same time in DG 00-

063 was 0.97%. These ratios were both based on 1999 test year data. As is shown on

Exhibit AON-l in the same docket DG 07-50 (see Attachment GB-9), in 2005, the

uncollectible percentage for Northern was 0.85%, approximately 2.6 times the 1999

approved percentage. For the same period, National Grid's uncollectible expense

percentage was 2.98%, approximately three times the percentage set in DG 00-063.

Far from growing more rapidly than Northern's uncollectible expense, National Grid

NH's bad debt percentage has grown at a similar pace since the test year for which the

rates were originally set.

In Exhibit AON-l, Staff witness Ms. Noonan compared the three year average of

uncollectible expense for Northern and National Grid NH for the period 2003-2005

and noted that the Company's average was twice that of Northern's. Ironically that
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represents an improvement from the relationship at the time of the companies'

revenue neutral rate cases. Far from showing that National Grid NH's performance

has lagged Northern's, the data actually show that in some respects National Grid NH

has narrowed the historical gap between the companies.

Another consideration that differentiates National Grid NH from Northern from a

collections perspective is the location of the meter. Northern has indicated that 80%

of their meters are located outside. Obviously, outside meters are more conducive to

terminating service. National Grid NH, on the other hand, has approximately 71% of

its meters outside. In addition, in areas of National Grid NH's greatest population of

uncollectibles (Manchester, Nashua and Concord), the percent of outside meters

drops to 64%.

What conclusion does the Company draw from this analysis?

The relationship between National Grid NH's and Northern's bad debt ratio has

remained relatively the same since 1999. Therefore a fair conclusion would be that

economic factors, such as the rising cost of gas and the ability of customers to pay for

service have equally affected uncollectible expense. The analysis conducted by Mr.

McCluskey provides no basis for a conclusion that National Grid NH's collections

policies and procedures have been "sub standard" in comparison to those of Northern

or in comparison to industry norms for the region.

If the relationship between Northern's and National Grid NH's experienced bad

debt ratios has remained practically unchanged since they were first approved

by the Commission, what conclusion do you reach about the two companies'

service territories?
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The Company believes there are demographic or other differences in the territories

served by these two companies that have caused this historical disparity. For

example, the Company compared the current enrollment for the low income discount

rates that both National Grid NH and Northern began offering in November 2005. In

2006, 7.5% ofKeySpan's residential heating customers enrolled in the discount rates,

while only 3.5% of Northern's customers enrolled. In addition, the Company

compared the breakdown between the number of residential and commercial and

industrial customers in the two companies and determined that National Grid NH has

approximately nine percent more residential versus commercial and industrial

customers than Northern. Since the bad debt ratio for commercial customers is lower

than residential customers, a service territory with a higher percentage of residential

customers would experience a higher overall bad debt ratio. I believe that any fair

comparison of these two companies must take all of these factors into consideration.

On Page 15 of his testimony Staff witness Frink, references Staff testimony in

Docket DG 07-50 and states "that the Company's bad debt expense is extremely

high compared to other New Hampshire utilities as a result of poor collection

practices and recommends only limited recovery of those expenses." Based on

that testimony, Staff is recommending a reduction in the Company's proposed

bad debt expense from 2.54% of revenues to 1.54% of revenues. Do you agree

with that recommendation?

No, I do not. As noted above, any comparison between National Grid NH and New

Hampshire electric utilities is inappropriate and irrelevant. That leaves only a

comparison between National Grid NH and Northern Utilities which, as also noted

11
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