
Kenneth E. Traum Qualifications

My name is Kenneth E. Traum. I am the Assistant Consumer Advocate for the
Office of Consumer Advocate (OCA). My business address is 21 S. Fruit Street, Suite
18, Concord, New ~Iampshire 03301. I have been affiliated with the OCA for
approximately eighteen (19) years.

I received a B.S. in Mathematics from the University of New Hampshire in June,
1971, and an MBA from IJNH inJune, 1973. Upon graduation, I first worked as an
accountant/auditor for a private contractor and then for the New Hampshire State Council
on Aging, before going to the New Hampshire Public Utilities Commission (NHPUC) in
February, 1976. At the NHPUC I started as an Accountant III, advanced to a PUC
Examiner and later become Assistant Finance Director.

In my positions with the N}{PUC, I was involved in all aspects of rate cases,
assisted others in the preparation of testimony and presented direct testimony, conducted
cross examination of witnesses, directed and participated in audits of utilities, and
perfonTied other duties as required. While employed at the NHPUC, I was a member of
the NARUC Regulatory Studies Program at Michigan State.

In 1984, I left the WHPUC for Bay State Gas Company. With Bay State, I was
involved in various aspects of financial analysis for Northern Utilities, Inc., Granite State
Gas Transmission, Inc., and Bay State Gas Company, as well as regulatory activities with
regard to Maine, New Hampshire, Massachusetts and the FERC.

In early 1986, I returned to New Hampshire to join the EnergyNorth companies,
where my areas of responsibility included cash management, regulatory affairs,
forecasting and other financial matters. While with EnergyNorth, I was a member of the
New England Utility Rate Forum and the New England Gas Association. I also
represented the utility, which is the largest natural gas utility in New Hampshire, over a
two year period in the generié Commission docket (DE 86-208) which developed a
methodology for conducting gasmarginal cost studies.

In 1989 Ijoined the Office of Consumer Advocate with overall responsibility for
advising the Consumer Advocate and its Advisory Board on all Financial, Accounting,
Economic and Rate Design issues which arise in the course of utility ratemaking or cases
concerning determinations of revenue responsibility, competition, mergers, acquisitions
and supply/demand issues. I assist the Consumer Advocate and the OCA Advisory
Board in formulating policy, and in implementation of that policy. In that role, I have
testified before the 1\1}IPUC on many occasions. In early 2005, I was promoted to
Assistant Consumer Advocate.

I am a member of the NASUCA (National Association of State Utility Consumer
Advocates), Committees on Electricity and Gas. I have served as Chairman of the Board of
Directors for Granite State Independent Living (GSIL) and on GSILS’s Finance Committee.
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Traum, Ken VV~VVV V VVV~V Attacl-u-nent2

From: CAMERINO STEVEN {STEVEN.CAM ERlNO@MCLANE.com]

Sent: Wednesday October 22, 2008 4:20 PM

To: Damon, Edward; Wyatt, Robert; Frink, Steve; Hatfield, Meredith; Hollenberg, Rorie; Traum, Ken;
alinder©nhla.org; Dan Feltes; Eckberg, Stephen R.

Cc: KNOWLTON SARAH; ONeill, Thomas P. (Legal); gahern~keyspanenergy.com;
joshaughnessy@keyspanenergy.com; jfeinstein©keyspanenergy.com; ann.leary@us.ngrid.com;
najat.coye©us.ngrid.com; pmcclellan@keyspanenergy.com V

Subject: National Grid NH; DG 08~009--updated revenue requirement

Attached is an Excel document showing National Grid’s revised revenue requirement in the pending rate case,
which includes all changes proposed in the Staff’s audit report.

Steve

Steven V. Camerino
McLane Law Firm
11 South Main Street, Suite 500
Concord, NH 03301
603-230-4403 (direct)
603-230-4448 (fax)
steven.camerino@mclane.com

10/27/2008 V V
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Revenue Requirement (as FHed) 9,896,726

Energy North Adjustments

Adjustment Revenue Requirement

Cash Working Capital Lead Lag Update 1632,853 215,178

Additional Payroll Taxes Capitalized (OCA 1-9) (2,906) (2,906)
Increase in estimated field collection expenses (Staff 1-64) 123,684 123,684
Occupant Billing Issue (32,072) (32,072)
Pension Burden Adjustment( Audit Issue # 2) (31,284) (31,284)
Right of Way and Appraisal Fees (Audit Issue #6) 90,437 90,437
Dues and Memberships (OCA 2-10) (19,204) (19,204)
Reclass of Contributions (CEO Fund Audit Find) (19,435) (19,435)
Advertising Adjustment (Audit Issue #10 and Issue 12) (79,257) (79,257)
Propane Conversion (Audit Issue #11) (35,675) (35,675)
Legal for Case# (PUC 1-18) (51,040) (51,040)
Asset Retirement Obligation (Audit Issue #9) 14,803 14,803
Right of Way and Appraisal Fees (Audit Issue #6) (4,873) (4,873)

Propane Conversion (Audit Issue #11) (18,232) (2,403)

Total 165,953

Revised Revenue Requirement 10,062,679
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) ENERG~JORTH NATU~L GAS, ~C.
D/B/A NATIONAL GRID NH

DG 08-009

National Grid Nil’s Response to
STAFF Set 1

Date Request Received: May 1, 2008 Date of Response: May 22, 2008
Request No. Staff 1-12 Witness: John O’Shaughness.y

REQUEST: For the same time period as above, please indicate the amount of
any cash contributions made in each of those years.

RESPONSE: The Company has not made any cash contributions to the
EnergyNorth Pension Plans since December 31, 2001,

The following contribution information for the periods September
30, 1995 — December 31, 2001 was provided in the pension tables
contained in the footnotes to the fmancial statements presented in
EnergyNorth Natural Gas, Inc.’s Form 10-K’s.

Employer
Contributions

Fiscal Period in Thousands
FYE DEC 31, 2001 473
NOV 8, 2000- DEC 31, 2000 1
OCT 1, 2000 - NOV 7, 2000 0
EYE SEP30, 2000 183
EYE SEP 30,1999 222
FYE SEP 30, 1998 (as revised in 1999 10K) 218
FYE SEP 30, 1998 not presented
FYE SEP 30, 1997 not presented
FYE SEP 30, 1996 (as presented in 1997 10K) not presented
EYE SEP 30,1995 (as presen:ted.in 1997 10K) not presented

Prior to 1997, EnergyNorth Natural Gas, Inc. was reported on a
consolidated basis in its parent company’s, EriergyNorth, Inc.’s,
Form 10-K. As a result, stand alone pension contribution
information for EnergyNorth Natural Gas, Inc. was not presented
in the Notes to the Financial Statements.
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Attacbri-iei~t 4

) ENERGYNORTH NATURAL GAS, iNC.
D/BIA NATIONAL GRID MI

DG 08-009

National Grid NH’s Response to
STAFF Set 1

Date Request Received: May 1, 2008 Date of Response: May 21, 2008
Request No. Staff 1-41 Witness: Susan Fleck

REQUEST: Please provide a table with the following information on
residential service and main extensions for the 2007 calendar year:
number of requests for service, number of requests requiring a
customer contribution, number installed, number installed that
required a customer contribution, total amount of customer
contributions, total cost of installations, estimated annual revenues
from installations, actual annual revenues from installations,
number of customer contribution refunds, total amount of customer
contribution refunds, and the return on investment assuming
forecasted annual revenue over the average life of a service,

RESPONSE: The requested information is contained in Attachment Staff 1-4 1.

)
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/-\L~[llTt~[lt O1~II I~ I
Attachment 4 DG 08-009

) Mational Grid, NH
Page 1 of 3

Requests for Service 500

Number of Requests
Requiring a Contribution 31

Number of services installed 483

Number of installations
requiring a dontribution 28

Total amount of
Contributions $12,262

Total Cost of
Installations $1,358,018

Estimated Annual revenues
from installations $178,210

Actual annual revenues from
installations received in 2007 $100,567

Number of customer
contribution refunds 0

Return on Investment
on forecasted annual
revenue 4A0%

)
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ENERGY NORTH NATURAL GAS. INC
018/A NATIONAL GRID NH

STAFF 1-41
MARGINAL COST ANALYSIS

[EXPENSB~

TOTAL CAPITAL $1,370,280

CUSTOMER CONTRIBUTION $12,262

PROJECT CAPITAL $1,358,018

O&M
INSURANCE

CUSTOMER INCEN11VES
MARKETING EXPENSE

DEBT INTEREST
BOOK DEPRECIATION

PROPERTY TAX

TOTAL EXPENSE

S55,534 $55,075 $54,806

$42,778 $40,401 $38,024

59.48% 59.40% 59.48%

533.900 033,850 533.958

$114,929 $113,056 5111,373

2008 2009

~ENUE.~

COMPANY INVESTMENT

PROJECT MMBTUS

PROJECT MARGIN

BAD DEBT

GROSS PROFITS

DEBT FINANCING

NET INFLOW

2011 2012

POgI 2

2014 ,,, 2015 ,,, .?o1oZJZJ 2017

01,358,018 81,358,018 $1,380,016 $1,358,018 $1,358,018 01,358,018 $1,358,018 $1,358,018 $1,359,018 $1,358,018

45,885 45,885 45,885 45,885 45,885 45,885 45,885 45,885 45,885 45,085

$178,210 $178,210 $178,210 $178,210 $178,210 $178,210 $178,210 $178,210 $178,210 5176,215

$1,782 $1,762 $1,782 $1,782 $1,782 $1,782 $1,782 $1182 $1,782 $1,782

5178,428 5176,428 5176,428 $176,428 $176,428 $176,428 $176,428 $176,420 $176,420 $176,438

$0 SQ $0 52 52 SQ SQ

$679,009 $178,428 $176,428 $176,428 $176,428 $176,428 $176,420 8176.428 $176,428 5178.428 . $176,428

Attachment Staff 1-41
DO 00-055

NaIIon~I GrId. NH
Page 2o)3

$0 $0

$14,490 $14,852
$1,358 $1,350

$0 $0
$181,322 $0

$47,531 $45,154
087,901 $67,901
$33,843 $31,770

0328,145 $161,043

$0 $0 $0

815,224 815,604 $15,094
01,358 $1,350 $1,356

$0 $0 $0
SO $0 $0

$42,778 $40,401 530,024
567,901 567,901 $67,901
$30,012 $28247 $28,481

5157,272 5153,511 5149,759

$19,156 $22,917 $26,660

$6,681 $8,186 $9,687

$12,474 $14,731 636,902

$33,950 $33,050 $33,950

567,001 $87,901 $07,001

58,110 $6,394 $3,073

555,534 555,075 $54,008

$0

$18,394
$ 1,358

$0
$0

$35,640
$67,001
$24,716

$146,017

$30,411

$12,164

$18,247

$33,950

$67,901

$ 1.540

553.745

$0

$16,004
$1,350

$0
$0

$33,271
$67,001
$22,051

$142,285

$34,143

$13,657

$20,486

$33,950

597,901

(5608)

$53,928

EBITDA ($149,717) $15,385

INCOME TAX (560,868) 55,173

NET INCOME ($88,849) $10,212

DEBT PAYMENT $33,950 $33,950

DEPRECIATION 507,001 $87,001

DEFERRED TAXES ($6,780) $12,054

CASH FLOW ($579,000) ($61,680) $56,218

CASH FLOW ($670,800) (061,889) $58,216

INTEREST EXPENSE 547,531 $45,154

TAX RATE 99.48% 59.40%

LONG TERM DEBT 533.950 . 833.950

FCFF ($1,358,018) $533 $117,024

$0 $0 $0

$17,224 $17,655 518.096
81.358 . 51,350 01,358

$0’ $0 $0
$0 $0 $0

$30895 $28,518 $26,142
$67,901 $67,901 $87,901
$21,185 $10,420 $17,554

5130,563 5134,852 5131,151

$37,865 541,576 545,277

$15,146 $15,631 $18,111

$22 719 024,046 557,185

$33,950 $33,056 $33,950

$97,901 $87,501 $07,801

(52.597) (92.822) (02.928)

$54,073 $55,574 , $58,185

$53,745 $53,826 554,073 555,974 058,1 00

$35,648 ‘ $33,271 030,895 528,518 526,142

59.48% 59.48% 50.48% 59.48% 59,48%

533,950 533.950 533,950 035.950 033,950

5108,899 $107,580 $108400 5106,887 $107,688

PROJECT IRR FCFF 4.40%

PROJECT NPV ($460,009)



ENERGY NORTH NATURAL GAS, INC
OIB/A NATIONAL GRID NH

STAFF 1-41
MARGINAL COST ANALYSIS

COMPANY INVESTMENT $1358018 $1,356,018 $1358016 $1,358,018 $1,358,018 01,308.018 01,358,018 SI .358.018 01,358,0W $1,358,519

PROJECT MMBTUS 40,885 45.885 45,885 40,885 45.680 45,885 45,885 45,885 45.885 45,885

PROJECT MARGIN 8178,210 $178,210 $178,210 $178,210 $178,210 $178,210 $178,210 $178,210 $178,210 $178,210

BAD DEBT 01,782 01.782 $1,782 81,782 01,782 01.782 $1,782 $1,782 SI 782 $1782

GROSS PROFITS $176,428 $176,428 $176,428 $176,428 $176428 $176,420 $176,428 $176,428 $176,428 $176,428

DEBT FINANCING $0 $0 $2 $2 $2 $5 $2 55 00

NET INFLOW $176,428 $176,428 $176,428 $176,428 $176,428 $176,428 $176,428 $176,428 8176.428 $176428

TOTAL CAPITAL

Attachment Start 1-41
0508-coo

Nalinool Grid, tIN
Page3oi3

CUSTOMER CONTRIBUTION

PROJECT CAPITAL $0 SO $6 $0 $0

0 & M $18,548 $18,012 019,487 819.975 $20,474
INSURANCE $1,350 $1,356 $1,388 51.358 $1,359.

CUSTOMER INCEN11VES $0 $0 $0 $0 $0
MARKETING EXPENSE $0 SO $0 $0 $0

DEBT INTEREST $23,765 $21,360 $18,012 $16,636 $14,259
BOOK DEPRECIATION $67,901 067.901 $67,901 $67,901 $67,901

PROPERTY TAX $10,880 814.123 $12350 $10,593 $8,827

TOTAL EXPENSE $l27,461 $123,783 $120,117 $116,402 $112,819

SO $0 90 90 $0

$20,986 021.510 022,048 022,599 023,164
$1,358 $1,350 $1,358 $1,358 $1,350

SO $0 $0 $0 $0
$0 $0 SO 90 $0’

$11,063 $9,506 $7,130 04.753 02.377
867.901 067.901 067,901 $67,901 $67,901

$7,062 $5,296 03,531 $1 .765 00

$109,189 $105,572 $101,908 $98,377 $94,090

EEITDA 248,966 $52,645 056,3l1 $59,966 063,609

INCOMETAX $19,587 $21,059 022,525 923,986 $25,443

NET INCOME $29,380 $31,507 $33,787 $35,960 $38,165

DEBT PAYMENr $33,950 $33,950 $33,950 $33,950 $33,950

DEPRECIATION $67,901 $67,901 $67,901 667.901 567,901

DEFERRED TAXES ($2,922> >02.928> (02.922> ($2,928> >02.922>

CASH FLOW $00,400 $62,609 $64,815 $07,002 $69,193

$67,239 $76,656 $74,460 $78,051 $81,628

$26,896 $28,342 $36,784 $31,220 $32,651

$40,343 $42,514 $44,679 946.831 948.977

$33,950 $33,950 $33,990 $33,950 $33,950

$67,901 $67,901 $67,9S1 $67,901 $07,901

($2,928) ($2,922) (92.928) (52,922) $9,191

$71,360 973,542 $75,699 677.859 $92,116

CASH FLOW $60,406 $62,609 $64,815 $67,002 $69,193 $71,366 $73,542 $75,609 $77,859 $92,118

INTEREST EXPENSE 023.765 521.386 816.012 816,636 $14,259 811,885 89,800 07.130 64,753 52.377

TAX RATS 59.40% 59,48% 59.48% 59,48% 59.48% 59.48% 59.46% 59.46% 50.48% 59.40%

LONG TERM DEBT $33,950 $33,950 333,950 $33,550 933,950 533.950 033,050 $33,550 $33,950 ‘533.950

FCFF $108,494 $109,202 $ll0,074 $110,848 $111,625 $112,364 $113,146 $113,990 5114636 $l27,402

PROJECT IRR FCFF

PROJECT NPV



Attachi~e’~~

) ENERGYNORTH NATURAL GAS, L~C.
D/B/A NATIONAL GRID NH

DG 08-009

National Grid NH’s Response to
STAFF Set 1

Date Request Received: May. 1, 2008 Date of Response: May 20, 2008
Request No. Staff 1-30 Witness: Ann Leary

REQUEST: Ref Workpaper Attachment AEL-1 and AEL-2, page 13 of 50.
According to NOAA Local Climatological Data Annual Summary
reports, actual monthly Concord, NH heating degree days for
March 1996 were 1,093 and for March 1997 were 1,086, which
differ from what are being used in the referenced AEL Workpaper
Attachment. Please provide documentation to support the numbers
in the Workpaper Attachment.

The degree day data was prepared by using the Concord NH
degree day data that was previously filed by the Company in
Docket DG 00-063 in Mr. Harrison’s Workpapers supporting EN-
2-3 which provided the degree days for the period Jan 1968 to Sep.
1999. Please see Attachment 1-30.

- The Company used NOAA degree data from the National Climatic
Data Center for the remaining period Oct 1999 to June 2007.

This correction results in an increase of .40 degree days to the 30
year average for March. This small change results in an increase
of 5,81.1 therms to the total normalized dry volumes and $985 to
the weather normalized revenue adjustment.

RESPONSE: The degree day data was prepared by using the Concord NH
degree day datathat was previously filed by the Company in
Docket DG 00-063 in Mr. Harrison’s Workpapers supporting EN-
2-3 which provided the degree days for the period Jan 1968 to Sep
1999. Please see Attachment 1-3 0.

The Company used NOAA degree data from the National Climatic
Data Center for the remaining. period Oct 1999 to June 2007.

This correction results in an increase of .40 degree days to the 30
year average for March. This small change results in an increase
of 5,811 therms to the total normalized dry volumes and $985 to
the weather normalized revenue adjustment.
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l~nergyM0r1w~1aturaI Gastric.
Rate Unbundllng Filing
WCe1s~sInik~ns

weath99idw
Ivies

27-Apr-00 Concord Dafly Average Pagree Days (Dase 65F)

Weather N Zatlorr

E~h MaE ~u1 ~ug Seo Oct Nov Total

1980 1,520 1,358 928 592 424 110 18 92 133 424 899 1,311 7,823
1869 1,330 1,165 1,125 613 369 119 64 40 193 534 777 1275 7,627
1870 1,668 1,179 1,865 572 256 108 4 25 181 431 760 1,379 7,6w
1971 1,822 1,165 1,064 682 332. 73 26 49 165 396 970 1,165 7,229
1972 1,327 1,267 1,142 736 262 112 27 82 223 695 1,007 1264 5,164
1973 1,357 1,250 505 596 370 78 15 - 9 244 518 860 1112 7314
1974 1,345 1,223 1,025 573 432 93 34 26 215 694 865 1,182 7.711
1975 1,339 1,218 1.075 730 152 99 10 78 260 532 747 1,330 7,589
11176 1,672 1.162 1,019 665 356 60 37 84 234 615 992 1,506 8,302
1977 1,583 1,242 870 694 259 119 37 58 222 551 760 1,360 7,755
1978 1.466 1,435 1,138 725 270 72 45 34 275 565 082 1,304 8,209
1979 1,284 1,592 841 617 280 99 33 64 199 546 675 - 1,098 7128
1980 1,317 1,324 1,022 610 290 126 13 33 245 611 899 1,417 7,904
1984 1,626 953 . 951 53f) 267 40 12 43 192 608 810 1,222 7,254
1952 1.874 1,233 1.072 606 246 138 28 65 169 506 692 1,007 7,550
1953 1,281 1,086 895 588 364 02 14 33 187 521 760 1,283 7.084
1984 1.515 993 1,135 . 607 382 85 19 27 236 446 782 1.072 7,312
1985 1.814 1,092 901 886 . 286 106 9 38 165 485 785 1.325 7,295
1988 1,285 1,216 807 499 267 140 41 67 281 538 919 1.109 7.249
1987 1,390 1,199 930 542 296 -77’ 18 89 231 589 897 1,136 7.315
1958 1,436 1,194 971 626 254 137 19 60 219 822 769 1,259 7,596
1989 1,211 1.182 1,022 703 219 80 8 53 169 484 685 1.636 7.633
1990 1,124 1,121 . 1133 586 369 87 22 15 183 409 737 1,049 6,611
1991 1,381 1,024 893 517 186 56 19 7 236 438 754 1,216 6.731
1932 1.286 4,123 1,070 669 319 00 52 33 203 617 875 1,190 7,627
1993 1,277 1,572 1.082 574 248 88 6 15 . 220 600 851 1,177 7,496
1994 1,661 1,445 1,021 568 538 50 1 54 210 479 689 1,059 7,485
1995 1,187 1,235 893 697 3011 48 5 17 257 397 910 1.298 7,2.10
1896 1,382 1,498 1,084 625 566 54 10 17 171 572 943 I,03~ 7.422
1997 1,334 1.023 1,083 . 875 408 82 16 16 180 560 858 1,138 7,376
1998 1,161 950 870 554 180 91 5 15 144 ~w5 773 1,044 6288
1999 1,365 1,037 940 597 249 Sf) 10 38 120

Lest 30 tufl years of data: FI~ 70 through FlY 99
Mean 1,404 1,181 993 . 615 296 87 20 42 206 535 028
SIdv 167 120 91 64 66 27 15 24 34 . 81 88

Max(96%Cl) 1,467 1,227 1,028 636 320 97 28 61 215 508 864
Mm (95% Cl) 1,340 1,135 959 590 268 76 14 33 193 505 794

DIfference 6 112 (55) . (86) (69) (6) (2) 15 13 (83) (04)

Lest 20 years of data:
Mean 1,412 1.190 983 611 290 93 23 46 215 580 620
Stdv 165 119 92 70 60 20 11 25 03 76 80

Max(95%~C1) 1,486 1,247 1,027 645 323 107 28 80 231 586 863
Mm (95% Cl) 4,336 1.133 939 578 265 . 80 17 35 200 514 776

QItferen~e (43) 109 61 72 22 (2) 29 (7) •. 24

1.224 7,427
143 922.

1,279 7,778 —.

1,170 7.076 ~
32 (130) .~

-n

1,247 ~

156
1.322 7,726~ ~.

1,172 7,348 —

(44) 609~ ~

Pdgdl oil Billing Data W~ti1orndrmx1~ 1-OP



ENERGYNORTH NATURAL GAS, INC.
D/BIA NATIONAL GRID NH

DG 08-009

National Grid NH’s Response to
OCA-Seti

Date Request Received: May 1, 2008 Date of Response: May 15, 2008
Request No, OCA 1-41 Witness: Ann Leary

REQUEST: Re testimony, page 12, lines 8 through 12; The average
incremental base rate used to determine weather
normalizing revenue adjustments is “based on the block
where the class’s average use per meter ends.” Instead of
using the average usage, why not use bill frequency
information? If the Company used the bill frequency
approach, how much would the pro forma adjustment
increase? Please provide the calculation.

RESPONSE: The company calculated the weather normaUzing revenue
adjustment using the same methodology approved in the

a Company’s Revenue Neutral Rate Case DG 00-63. Theweather normalizing adjustments to revenues were
determined by identifying the average incremental base rate
charged to each rate group in each month. This rate is
based on the block where the class’s average use per meter
ends for the base rate schedule applicable to the rate class.
The price of the block in which the average use falls is used
as the incremental rate. The product of the incremental rate
and the weather normalizing adjustment to sales for each
rate group equals the monthly revenue adjustments.

If the Company calculated the weather normalization
revenue adjustment using bill frequency data from the
Company’s billing system, then the adj~.istment would have
been $912,849. This equates to an increase of $37,052
from the amount contained in the Attachment AEL-2 page
7 of the February 25, 2008 filing. Based on this
methodology, the Company calculated the weather
normalizationrevenue adjustment by multiplying
volumetric weather normalization adjustment (found on
Attachment AEL-1 page 10) by the incremental margin
rate. In this analysis, the incremental rate was derived by
using data from the actual and weather normalized bill

34



fraurn
Attachrnei~t 6

( DG 08-009
Response to OCA 1-41
Page2of2

frequency reports generated from the Company’ s billing
system. For each month, the Company calculated the
specific incremental rate by dividing the variance between
the actual and normal margin by the variance between the
actual and normal throughput. This is the same
methodology described in the Company’s April 4, 2007
Final report to the PUC Staff in DG 06-154.
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STRUCTURES

1300.1 PROOUCT1ON PLANT STRUCTURES
1301.6 DISTRIBUTION SYSTEM STRUCTURES
1308.7 GENERAL AND MISCELLANEOUS STRUCTURES

TOTAL OEPREC~ STRUCTURES

PRODUCTION EI3UIPMEN1’
1330 OTHER PRODUCTiON EQUIPMENT

P151111B0110N EQUIPMENT

1309 MI/INS
1350 PUMPING AND REGULATiNG EOLOPMENT
1359 SERViCES

300 CUSTOMERS’ METERS 7400 INSTALLATIONS
TOTAL DEPOSE. (IS5T1188U1TON EQUIPMENT

1372,1 OFFICE EQUIPMENT
1374 STORES EQUIPMENT
1376 LABORATORY EQUIPMENT
1377 GENERAL TOOLS ANO IMPLEMENTS
1376 COMMUMCATION EQUIPMENT
1379 MISCELLANEOUS GENERAL EQUIPMENT

TOTAL DEPOTEC. GENERAL EQUIPMENt

TOTAL DEPREC. GAS PLANT

LI/NI)

OPI STRUCTURES RETPJNEO
1373 TRANSPORTATION EQUIPMENT

1395 UNFIN1SHEO CONSTRUCTiON
,,JPBDIC I/NO

~ 11131<
1225)0

I 10015
j~0AR_____________

‘TOTAL GAS PI.J.NT IN SERVICE

136.231.395 R 1.0 .65,0 1.87
2.473.039 S 0,11 38.8 3.33

00,050,399 R 4.0 40.0 2.50

51102200 6 2.5 35.0 2.011
240.747.076 40,3 2,07

7.524.999 5 4.0 10.0

43.125 SQ 30.0

360,537 S 5.0 15.0
767.501 S 6.0 39.0
364.639 R 3.0 69.0

307.205 S S.D 95.0
9.176.356 17.0

252,210.175 44.4

2.275.064 -15 1.15
02,352 0 1.00

2,001,250 .70 1.70

5555 0 1.00
4,964,775

5.S6 410,390 5 0.95

3.33 1.430 S 1,00

6.25 23.040 0 1.80

.5.26 40,376 0 1.69
6.07 24.321 0 1.50
6.07 5.355 0 1,00
5.01 514,724

2.25 5,958,547

1DS,109

690,424

.694,277

-2.211,350
.105,109
117.401

05,937243

3.59 0.00%
0.02 0.00%

3.93 0.00%

4.57 0.00%

1.14 8.00%
3.47

2.70

ENERGY NORTH NATURAL GAS INC. DANA )OSTIONAL GOOD NH

SCHEDULE OF DEPRECIATION ACCRUAL RATES ~l2J3lI86

WhOLE LIFE SCHEDULE SOITRAMORTIZA11ON OF RESERVE VARIANCE

SCHEDULE A

ACCOUNT DESCRIPTiON PLANT DSP AOL ACCRUAL ACCRUAL NET SALE. ACCRUAL ACCRUAL THEO. RSV. TFEO. ROE ALLOC. RESERVE ARL AMORT. OF ACCRUAL ACCRUAL COR

NUMBER . BALANCE TTPE RATEIATO WITHOUT SALE, FACTOR RATETU WITH WITHOUT WITH 000KRSV. VARIANCE RESERVE 64TH RATEWI RATE

. ~12J3174o NET SALV. NET SALV. 56 NETSALV. NET SALV, NE1’ SALE. NET SOLE. ~12I31)D5 VARIANCE AMORT. AMORT

(I) (2) (31 (4) (5) (0) 17) 0) (9) 110) (II) (12) (13) (14) 1151 ITO) )17( (10)

1,195,433 6 1.0 30,0 3,33

044,322 0 1.0 30.5 333

jj55,~0S R 1.0 30,0 3,33
3,293,175 30,0 3.33

39,000 0 1,00

10,125 0 1,00
52,755 0 1.00

109.553

AIIoc5019flI P599.2
Nolonol 004561

0000.000
POgo 250)27

0,993,569 R 1.0 30.0 3.33 299,406 0 1,00

~EOUIPMET

1.05 0,607.

2.28 0.00%
0,04 0.00%

1,15

0.69 0067.

1.73 0.25%

3.12 0.05%
4.96 1.75%

1.00 0.00%

2.02

608,402

587,017

9.472.699

272.877,604

3.33 39,000 570238 570,236 099,174 .427,938 15,7 -27,257 12551

3,33 10.126 232,677 232,677 330,557 -97<000 17.2 .5.691 12.435
3,33 51729 555.~05 55L~05 2.225.SST ~53433 17.1 ~32,555 .13205
3.33 109.063 1,470,377 1,470,377 2.657.628 .1,107,351 .71,620 30,03S

3,33 299,406 4.000.825 4,200,025 7,729,462 ‘3.449.437 15.7 -219,709 79,077

1.92 2.815,643 22.025.2011 . 29,019,070 31.920.629 -12.907,550 50.0 -250,151 2,357,492

3.33 92.352 519,452 519,450 643,705 -124.333 23.7 —5,245 77.150
425 3,438,142 22,397,097 38,075,949 22.769,274 15.206.575 . 28.9 528,9S1 3,SSS,593

2,05 169,20! 3.350.530 3.302,910 39,555,305 ~3,523.599 29,5 2,95,053 335.~3S
2.08 6,745,239 58,711,173 09,703,298 73,050.074 -3.274.776 56,891 6,797,126

5.28 397.320 1,032,003 1,551,163 3.380,590 .1.797.435 14.1 .107.470 269,082

3,33 1,439 10,135 10,135 36,051 -26.716 22,9 —1,107 269

6,25 23.840 211,157 211.107 368.637 FULLY DEPRECIATED

520 40,375 262.437 262,437 360,288 -127.896 10,5 -10,220 30,148

6,67 24,321 01,319 81,319 171.101 -49,702 11,7 -7,674 10.647
6.67 7,350, <~3.555 <~3.555 09.533 <31931 0.6 <3.539 1252,
5.30 493.004 2243,773 0,102.133 4.412,420 .2,09Z01S -152,481 310.133

2,91 7,043.037 59,705.340 77,595,033 07.057.592 —10,094,279 -306,927 7.233,071

0/140000
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Attachment 8 --

)
ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH

Operating Expenses by Component
incentive Compensation

ENERG~QRTH Corporate Se;~ices Utili~ Servicer
(06) Direct (31) (32,)

Actual Incentive Compensation 303,744 42,321,639 2,476,435
Incentive Compensation char~ed to O&M 146,969 736,361 2,150

Percentage 48~39% 1.74% 0.09%

Target Incentive Compensation 98,766 19,363,745 1,673,667
(over) or Under Accrual (204,978) (22,957,894) (802,768)

Adjustments (99,180) (399,448) (697)

)
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Attachment 9 U~UU9

)
ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH

Operating Expenses by Component
Gainsharing

, ENERG~ORTH (06) Corporate Services Utili~ Services —

Direct (31) (32)

ActualGainsharing 75,592 1,363, 793 178,135
~ Gainsharingchargea’to O&M 55,726 15,472 719

Percentage 73.72% 1.13% 0.40%

~ TargetGainsharing 58,106 734,595 111,488
• (over) or Under Accrual (17,486) (629,1 98) (66,647)

Adjustments (12,890) (7,138) (2~9)

)
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ENERGYNORTH NATURAL GAS, iNC.
D/B/A NATIONAL GRID NH

DG 08-009

National Grid NH’s Response to
STAFF Set 1

Date Request Received: Ma~ 1, 2008 Date of Response: May 20, 2008
Request No. Staff 1-4 Witness: John O’Shaughnessy

REQUEST: Please explain Variable Compensation and provide supporting
documentation.

RESPONSE: Both management and union employees participate in annual
incentive compensation. For management employees, this is
referred to as annual incentive compensation and for union.
employees, this is referred to as gainsharing. This variable pay is
part of the overall compensation package in order to give
employees a stake in the success of the COmpany. A portion of
each employee’s salary is at risk based upon the accomplishment
of various performance goals.

)
The annual incentive compensation. links a portion of employee
compensation to the overall success of the organization, The plan
is a critical tool in. achieving the Company’s overriding corporate
objective of building long-term value for customers,. shareholders,
and employees. The plan is designed to motivate all employees to
provide safe, reliable and cost-effective service to customers and
contribute to the Company’s efforts to achieve its, financial.
objectives.

The basic structure of the plan involves specific performance goals
that, if achieved, will be beneficial to customers and shareholders;
and financial incentives that are linked to various performance
levels. The goal structure involves corporate, business unit and
line of sight goals (i.e. earnings, operating income, safety, service
reliability, customer satisfaction). Awards for management
employees also reflect individual performance.

The opportunity for management employees varies by level within
the organization and the opportunity for union employees is
pursuant to the individual collective bargaining agreements.
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Attachinej~t 1 0

DG 08-009
Response to Staff 1-4
Page 2 of 2

The annual incentive plan documents for the 2006 and 2007 plan
years are attached.

) -

)
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Attaclirrient io

3. ELicm~i~y

a) The Plan includes all KeySpan regular ff11-time and regular part-time management
employees, Eligibility for KeySpan bargaining employees is based on the individual collective
bargaining unit agreements. Employees who participate in the KeySpan Sales Commission
Plans are not eligible to participate in the Annual Incentive Compensation and (iainsharing
Plan at the same time. Employees who may be on loan to other KeySpan subsidiaries may
participate at the discretion of the Chairman and ChiefExecutive Officer ofKeySpan.

b) To receive an award, an employee must have worked during the plan year and be actively
employed with the Company as of the date the awards are paid. Bargaining employees are
eligible as defined in the respective collective bargaining unit agreements.

c) Receipt of an award in one year shall have no bearing on receipt of an award in fhture years.

d) An eligible management employee must have a performance appraisal on ifie with
Performance Management at a level that the Company deems acceptable to participate in the
Plan. For management employees, this means an employee must maintain a performance
appraisal rating of Creates Value (C) or better. Employees who receive a performance
rating ofNeeds to Create More Value. (M) are not eligible to receive an incentive award.

4. WEi~irrii~ OF GoALS

) a) The award to each participant shall be dete~ed by a combination of goals approved for
their Vice President, consisting of Financial and Non-Financial goals for both Corporate and
Business Unit/Division/Department as well as other strategic initiatives.

b) Weighting of awards shall be determined by an individual’s band/position within the
organization. In general, weighting of awards will reflect a mix of goals as defined for
each group at the beginning of the year.

5. ANNuM. INCENTIVE PLAN TARGETS . .

> Incentive awards for eligible employees will be calculated based upon their status as of
October 3 1st, Awards for eligible management employees, and officers are calculated as a
percentage of their cumulative base earnings paid, which includes paid time worked, paid
absence and paid vacation, cumulatively paid through December 31, according to the target
awards indicated below. Employees who are members of the various Unions in the Utility
Division and Ravenswood are paid as per the targets indicated below, Bargaining unit
employees who are employed by KeySpan Home Energy Services, Inc. and KeySpan
Energy Management are paid in accordance with the respective collective bargaining
unit agreements. Based upon goal performance, awards can range from 0% to~ the
maximum or 200% of target.

Primary Trigger:
Earnings Per Share (EPS) will act as the primary earnings trigger for all goals and all employees. If

8
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BPS threshold performance is not achieved, there will be no incentive award payout. If BPS is
between threshold and target, then payout for all other goals will be prorated based upon the
amount available from the pooi funding. IfBPS is at or above target, all goals will pay out at their
actual performance levels subject to the secondary trigger.

~ondary Trigger:
If Earnings per Share achieves threshold performance but a Business Unit’s operating
income/expense performance is below threshold then all other. goals will pay out at 25% of their
actual performance.

Once a Business Unit’s operating income/expense performance is equalto or above threshold, then
payout for all other goals will be subject to BPS and its applicable funding mechanism.

2007 Incentive Structure
MANAGEMENT

Band Threshold Target Maxh~num
Chairman/CEO 50.0% 100.0% 200.0%
President and COO 37.5% 75.0% 150.0%
President 35.0% 70.0% 140.0%
Exec Vice President - 1 32.5% 65.0% 130.0%
Exec Vice President -2 30.0% 60.0% 120.0%
Exec Vice President - 3 27.5% 55.0% 110.0%
Senior Vice President - 1 25.0% 50.0% 100.0%
Senior Vice President - 2 22.5% 45.0% 90.0%
Vice Piesident 1 22.5% 45.0% 90.0%
Vice President—2 20.0% 40.0% 80.0%
VicePresident -3 17.5% 35.0% 70,0%

Band4Z 13.50% 27.0% 54.0%
Band 4 L 12.25% 24.5% 49.0%
Band 4 11.00% 22.0% 44.0%

Band 3 8.00% 16.0% 32.0%
Band2 5.00% 10.0% 20.0%
Band 1 2.50% 5.0% 10.0%
Band A(NY) 5.00% 10.0% 20.0%
Band B (NY) 3.50% 7.0% 14.0%
Band B1-F (NY) 2.50% 5.0% 10.0%
Bands A,B,C (NE.) 2.50% 5.0% 10.0%
N Band 2.50% 5.0% 10.0%

Band 3 (West Virginia) 10.50% 21.0% 42.0%
Band 2(West Virginia) 7.50% 15.0% 30.0%
Band 1 (West Virginia) 7.50% 15.0% 30.0%
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) ENERGYNORTH NATURAL GAS, INC.
D/B/A NATIONAL GRID NH

DG 08-009

TECH SESSION

Date Request Received: July 25, 2008 Date of Response: August 26, 2008
Requ~st No. Tech 1-34 Witness: John O’Shaughnessy

REQUEST: Is there any expense related to the issuance of stock options included in
the revenue requirement, including from options granted in years prior to
the test year?

RESPONSE: The Company awarded stockbased compensation to officers, directors,
consultants and certain other management. employees, primarily under the
Long Term Performance Incentive Cothpensation Plan (the “Incentive
Plan”). The Incentive Plan proyides for the award of incentive stock
options, non-qualified stock options, performance shares and restricted
shares. The purpose of the Incentive Plan is to optimize the Company’s
performance through incentives that directly link the participant’s goals to
the Company’s and to attract and retain participants who make significant
contributions to the Company’s. success.

There is approximately $52,300 of O&M expense associated with Stock
Options included in the test year.

See the Attachment Tech 1-34 for detail.
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Attachment Tech ~-34
National Grid NH

Cost
Element Group Cost Etement Cost Type Cost Type description Account Account Description Account Classification O&M Type JUN-07 Total Direct Alloc 31 Alloc 32

Other Stock Options 133 STOCK OPTIONS 9302K Miscellaneous General Expenses Administrative and General Expenses Operation 5926 0.00 59.26 ~
Other Stock Options 133 STOCK OPTIONS 9301K Institutional or Goodwill Advertising Expenses Administrative and General Expenses Operation io.go 0.00 10.90 0.00
Other Stock Options 133 STOCK OPTIONS 92000 A&G-ADMIN & GEN SALARIES Administrative and General Expenses Operation 47,987.47 709.64 47,144.33 133.50
Other Stock Options 133 STOCK OPTIONS 91200 SALES-DEMONST & SELL EXP Sales Expense Operation i 237.76 0.00 1,237.76 0.00
Other Stock Options 133 STOCK OPTtONS 9030K Customer Records and Collection Expenses CustomerAccounts Expense Operation 827.36 0.00 827.36 0.00
Other Stock Options 133 STOCK OPTIONS 69200 T&D-MAINTEN OF SERVICES Distribution Expenses Maintenance 110.12 110.12 0.00 0.00
Other Stock Options 133 STOCK OPTIONS 88900 T&D-MAINT MEAS&REG EQUIP Distribution Expenses Maintenance 319.54 319.54 0.00 0.00

~ ::~~: ~
Other Stock Options 133 STOCK OPTIONS 88000 T & 0- OTHER EXPENSES Distribution Expenses Operation 46.04 46.04 0.00 0.00
Other Stock Options 133 STOCK OPTIONS 87900 T&D-CUSTOMER INSTALL EXP Distribution Expenses Operation 0.98 0.98 0.00 0.00
Other Stock Options 133 STOCK OPTIONS 87800 T&D-METER & HSE REGUL EXP Distribution Expenses Operation 59.88 59.88 0.00 0.00
Other Stock Options 133 STOCK OPTIONS 8740K Mains and Services Expenses Distribution Expenses Operation 67.24 0.00 67.24 0.00
Other Stock Options 133 STOCK OPTIONS 85700 T&D-MEAS & REG STA EXP Transmission & Distribution Expenses Operation 77.72 77.72 0.00 0.00
Other Stock Options 133 STOCK OPTIONS 81300 OTHER GAS SUPPLY EXPENSES Other Gas Supply Expenses Operation 537.88 0.00 537.88 0.00
Other Stock Options 133 STOCK OPTIONS 74200 PROD-MAINT PROD EQUIPMENT Manufactured Gas Production Maintenance 113.64 113.64 0.00 0.00
Other Stock Options 133 STOCK OPTIONS 73500 PROD-MISC PRODUCTION EXP Manufactured Gas Production Operati~n 7.68 7.68 0.00 0.00
Other Stock Options 133 STOCK OPTIONS 71700 PROD-LIQ PETROL GAS EXP. Manufaátured Gas Production Operatioh 237.79 237.79 0.00 0.00

52,303.37 2,285.14 49,884.73 133.50
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AttacI~ent 12

) ENERG~ORTH NATU~L GAS, INC.
D/B/A NATIONAL GRID NH

DG 08-009

National Grid NH’s Responses to
OCASet2

Date Request Received: June 12, 2008 Date of Response: July Ii, 2008
Request No. OCA 2-15 Witness: John O’Shaughn~ssy

REQUEST: Referring to response to OCA 1-21, Attachment OCA 1-21, p. 1:
a) Re p. 1, “A&G Administrat Exp Trans,” “Default Cost Type,” of

($985,224.66) in 2005. Please explain what this cost was for and why
there was not a credit in this amount in the test year.

b) Rep. 1, “A&G-Admin & Gen Salaries, “Incentive Programs - Other.”
Please explain this credit of ($17,773.72) in 2005.

c) Rep. 3, “Outside Services Employed,” “Cash Receipts.” Please explain
why cash receipts were a credit of ($36,566) in 2005 and 0 thereafter.

d) Re p. 4; “A&G Misc General ,Exp,” “Accounting Transfers.” Please
explain why accounting transfers went from a credit of ($258,934) in 2005
to a debit of $222 in the test year.

e) Re p.. 4, “Miscellaneous General Expenses,” “Employee Payroll
Deductions.” Please explain why employee payroll deductions went from
a credit of ($36,390) in 2005 to 0 is the test year.

f~ Re p. 5, “Customer Assistance Expenses,” “Advertising — Other.” Please
explain why this cost was $390 in 2006 and $15,124 in the test year.

g) Re p. 5, “Customer Assistance Expenses,” “Printing/MaIling-Non
Promotional.” Please explain why this cost went from about $28,000 in
2005 and 2006 to $43, 274 in the test year.

h). Re p. 5. “Customer Assistance Expenses,” “Accounting Transfers.”
Please explain the 2006 credit of ($37,736).

i) Re pp. 5-7, “Natural Gas Productiofl. and Gatheriiig.” Please explain why
the costs listed under this account classification are appropriate to include
in base rate costs rather than in COG cost~.

j~) Re p. 6, “Prod-Liq Petrol Gas Exp.,” “Contractoi- Supplied Materials.”
Please explain why this cost increased from $426 in 2005, to $7,848 in
2006, to $18,433 in the test year. .

k) Re p. 7, “Sales.-Demonst & Sell Exp,” “Advertising -. Direct Mail.” Please
explain why this cost increased from $227 in 2005, to $8,968 in 2006, to
$9,534 in the test year.

1) Rep. 8, “Sales-Demonst & Sell Exp,” “P Card — Other.” Please explain
why this cost increased from $3,177 in 2005, to $5,262 in 2006, to
$10,486 in the test year.

m) Rep. 8, “Sales-Advertising Exp,” “incentive Programs — Other” and
“Incentive Programs — Free Boiler.” Please explain these incentive
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) programs and whether they increased the Company’s revenue requirement
by$685,317.

n) Re p. 8, “Sales-Advertising Exp,” “Advertising — Other,” “Acivertising —

Direct Mail,” “Advertising — Bill Enclosures,” and “Advertising —

Cooperative Advertising.” These costs total about $93, 000 for the test
year. Please explain the purposes of the advertising, itemize the amounts
spent for each purpose, and state by what amount the Company’s revenue
requirement is increased due to this $93,000.

o) Re p. 10, “A&G-Admin & Gen Salaries,” “Stock Options” and “Incentive
Programs — Other.” Please explain these costs and state why they should•
be included in the Company’s revenue requirement.

p) Re p. 13, “Institutional or Goodwill Advertising Expenses,” “Ad’~’ertising
— Other.” Please explain what those costs were for and if they axe
included in the revenue requirement?

q) Rep. 14, “Miscellaneous General Expenses,” “Incentive Programs
Other.” Is this amount included in the Company’s revenue requirement
and, if so, why?

Re pp. 16-19, “Natural Gas Production and Gathering.” Please explain why any costs of
this category should be charged to a local distribution company as well as
to base rates?

RESPONSE: By way ofbackground, Exhibit EN 2-2-2 presents Cost Groups that were
defined by grouping together similar “Cost type” and “general ledger
account” combinations. The attachment in OCA 1-21 utilized the cost
type segment of the accounting code block to describe the type of costs
included within the requested account classifications contained in the
“Other” Co~t Group presented onp. 13 of Exhibit EN 2-2-2. To better
illustrate the specific items which are the subject of this data request, the
Company is providing Attachment OCA 2-iSA (“Other— Details’), which
presents the selections within the same context as the groupings that were
identified in the preparation of p. 13 of Exhibit EN 2-2-2.

(a) Rep. 1, “A&G Administrat Exp Trans,” “Default Cost Type,” of
($985,224.66) in 2005. Please explain what this cost was for and why
there was not a credit in this amount in the test year.

Response: This credit represents the Production & Storage credits that were reclassed
to “Gas Cost Offset” presented on Exhibit EN 2-2-2plS. There was no
such credit for the test year.

(b) Rep. 1, “A&G-Admin & Gen Salaries, “Incentive Programs - Other.”
Please explain this credit of ($17,773.72) in 2005.

Response: The net credit balance of $17,773.72 results from non-recurring
adjustments in 2005 to adjust the expense associated with Long Tem~
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P Performance Shares that were part of KeySpan’s incentive/awards
program. See response to part c below.

(c) Re p. 3, “Outside Services Employed,” “Cash Receipts,” Please explain
why cash receipts were a credit of ($36,566) in 2005 and 0 thereafter,

Response: The cash receipts recorded under cost type 630 in 2005 were cash refunds
related to Outside Legal Services. There were no similar cash receipts in
2006 or the 6 months ended June 2007.

(d) Re p. 4, “A&G Misc General Exp,” “Accounting Transfers.” Please
explain why accounting transfers went from a credit of ($258,934) in 2005
to a debit df $222 in the test year.

Response: Cost Typ~ “590 — Accounting Transfers” is applied to general adjusting
journal entries at the discretion of the accountant. This cost type is most
often used when adjustments are made at the g/l account level and specific
cost type information is not applicable or not desired. These credits in
2005 result from a year end adjustment to allocate clearing account
balances. There were no such adjustments required in the Company’s test
year.

(e.) Re p. 4, “Miscellaneous General Expenses,” “Employee Payroll
Deductions.” Please explain why employee payroll deductions went from
a credit of ($36,390) in 2005 to 0 is the test year.

Response: The net credit balance of $36,3 90.08 results from non-recurrin~
adjustments in 2005 to adjust the payroll taxes associated with Long Term
Performance Sharôs that were part of KeySpan’s incentive/awards
program. There were no such adjustments in 2006 or during the test year.

(f) Re p. 5, “Customer Assistance Expenses,” “Advertising — Other.” Please
explain why this cost was $390 in 2006 and $15,124 in the test year.

Response: The amounts incurred in the test year were for increased newspaper ads
placed in New Hampshire newspapers in the winter of 2007 notifying
customers ofprogr~ms that were available to assist with home heating
bills..

(g) Rep. s, “customer Assistance Expenses,” “PrintingIMailing~Non
Promotional.” Please explain why this cost went from about $28,000 in
2005 and 2006 to $43, 274 in the test year.

Response: The amounts incurred in the test year were for increased bill inserts placed
in customers’ bills in the winter of 2007.



9 (h) Re p. 5. “Customer Assistance Expenses,” “Accounting Transfers.”
Please explain the 2006 credit of ($37,736). -~

Response: See response to d) above. This accounting transfer is associated with an
adjustment to reclassify postage and printing/mailing expenses associated
with certain customer programs to the balance sheet.

(i) Re pp. 5-7, “Natural Gas Production and Gathering.” Please explain why
the costs listed under this account classification are appropriate to include
in base rate costs rather than in COG costs.

Response: Company Account 71700 - PROD-LIQ PETROL GAS EXP equates to
PUC Account 171 8.1. As shown in Attachment GLG-RD-2-l, page 8,
Account 718.1 is classified as production costs and recovered through the
COG. Company Account 73500 - PROD-MISC PRODUCTION EXP
equates to PUC Account 1722. This account is allocated to both base rates
and COG based upon.the labor costs associated with the gas supply and.
transportation functions. (Again see Attachment GLG-RD-2- 1, page 8).
Company Account 73600 - PROD — RENTS equates to PUC Account
1735. In this account, 12.4% of the costs are allocated to base rates, while
87.6% is allocated to Production & Storage and recovered through the
COG. Company Account 74200 - PROD-MAINT PROD EQUIPMENT
equates to PUC Account 1726, and like Account 1735 12.4% is allocated
to base rates, while 87.6% is allocated to Production and Storage and
recovered through the COG. Again, see Attachment GLG-RD-2-l, page
8. The derivation of the 12.4% is detailed in Attachment GLG-RD-3,
page 1.

(j) Re p. 6, “Prod-Liq Petrol Gas Exp.,” “Contractor Supplied Materials.”
Please explain why this cost increased from $426 iii 2005, to $7,848 in
2006, to $18,433 inthetestyear.

Response: . The increases in Contractor Supplied Materials primarily result from
construction work performed on the LPG Plant in Amherst, NI-I by
Contractor RH White in December 2006 and the purchase of compressor
fuel for the air compressors at Manchester and Nashua in February 2007.
Note that the construction work would be included in both the June 2007
test year balance and the December 2006 balance.

(k) Re p. 7, “Sales-Demonst & Sell Exp,” “Advertising - Direct Mail.” Please
explain why this cost increased from $227 in 2005, to $8,968 in 2006, to
$9,534 in the test year.

Response: The amounts recorded in 2006 are associated with the KeySpan Plus 2006
ad campaign. The majority of these costs occurred in the second half of
2006 so they are also included in the June 2007 test year along -with

)
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I’ additional 2007 advertising costs associated with the “ENBD Four Drop”
2007 Program.

(I) Re p. 8, “Sales-Demonst & Sell Exp,” “P Card — Other.” Please explain
why this cost increased from $3,177 in 2005, to $5,262 in 2006, to
$10,486 in the test year.

Response: The increase in P-Card purchases is.the direct result of increasing
participation in the Purchasing Card program. The Company’s Corporate
Purchasing Card program provides a cost-effective purchasing method for
low-value purchases. The Corporate Purchasing Card is used for
authorized low-dollar, non-inventory purchases and emergency purchases.
The goals and benefits of this program are to: reduce the number of low
dollar purchase orders, petty cash and check requests processed, as well as
reduce the processing cost associated with low dollar transactions.

(m) Re p. 8, “Sales-Advertising Exp,” “Incentive Programs — Other” and
“Incentive Programs — Free Boilen” Please explaiti these incentive
programs and whether they increased the Company’s revenue requirement
by $685,317.

Response: Incentive Programs — Other included in Sales Advertising Expense consist
primarily of Heating Conversion, Commercial/Industrial Free Equipment
and Cash Rebate programs designed to increase oil to natural gas
conversions. Incentive Programs — Free Boilers is another program
designed to increase conversions to natural gas by offering to provide free
gas boiler equipment. These O&M expenses are included, in the
Company’s revenue requirement.

(n) Re p. 8, “Sales-Advertising Exp,” “Advertising — Other,” “Advertising—
Direct Mail,” “Advertising — Bill Enclosures,” and “Advertising —

Cooperative Advertising.” These costs total about $93,000 for thetest
year. Please explain the purposes of the advertising, itemize the amounts
spent for each purpose, and state by what amount the Company’s revenue
requirement is increased due to this $93,000.

Response: . All of these O&M expenses are included in the Company’s revenue
requirement. See Attachment OCA 2-1 SB (“Advertising Detail”) for a
description of the advertising transactions.

(o) Re p. 10, “A&G-Admin & Gen Salaries,” “Stock Options” and “Incentive
Programs — Other.” Please explain these costs and state why they should
be included in the Company’s revenue requirement.

-a
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0Response: The Company awarded stock based compensation to officers, directors,
consultants and certain other management employees, primarily under the
Long Term Performance Incentive Compensation Plan (the “Incentive
Plan”). The Incentive Plan provides for the award of incentive stock
options, non-qualified stock options, performance shares. and restricted
shares. The purpose of the Incentive Plan is to optimize the Company’s.
performance through incentives that directly link the participant’s goals to
the Company’s and to attract and retain participants who make significant
contributions to the Company’s success.

(p)~ Re p. 13, “Institutional or Goodwill Advertising Expenses.,” “Advertising
— Other,” Please explain what those costs were for and if they are
included in the revenue requirement?

Response: Costs included in this account relate to advertising activities of various
descriptions, primarily those of a goodwill or institutional nature~ but
include advertisements that inform the public concerning mà~ters affecting
the Company’s operations, branding changes~ the cost ofproviding
service, efforts to improve ti quality of service, protection of~he
environment and other matters. These O&M expenses were included in
the Company’s revenue requirement. The Company will undertak~ a
review of these expenses to determine if some or. all of them should be
removed from the proposed revenue requirement.

) (~ Rep. 14, “Miscellaneous General Expenses,” “Incentive Pro~ams —

Other.” Is this amount included in the Company’s revenue requirement
and, if so, why?

Response: These O&M expenses are included in the Company’s revenue requirement
for the reasons described in the response to part o above.

(r) Re pp. 16-19, “Natural Gas Production and Gathering.” Please explain
why any costs of this category should be charged to a local distribution
company as well as to base rates? .

Response: See response to part i above. As described in Mr. Goble’s rate design
testimony (see page 9), a portion of the gas production system is used to
provide pressure support to the distribution system and therefore is
assigned to the base rates. See Attachment GLG-RD-3, page 1, detailing
the derivation of percent of the production facilities needed to maintain
pressure in the distribution system. .
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Artac-r-iei~t 13

ENERGYNORTH NATURAL GAS~ INC.
D/B•/A NATIONAL GRID NH

DG 08-009

TECH SESSION.

Date Request Received: July 25, 2008 Date of Response: September 4, 2008
Request No. Tech 1-39 Witness: John O’Shaughnessy

REQUEST: Reference OCA 2-15(m) and (n). Please explain the rationale for
including these expenses in the revenue requirement in light of the Puc cli.
510 rules.

RESPONSE: Puc 510.05 (a)(7) allows the Compa~iy to include in its revenue
requirement promotional activities which are consistent with the utility’s
approved integrated resource plan (“IRP”). Implicit in the Company’s
growth forecast contained in its IRP is an assumed level ofprornotional
advertising desi~ied to drive growth in Various customer markets.
Therefore, such promotional advertising activities ar~ consistent with the
Company’s IRP and properly recoverable in rates.

)
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Traum
Attachrnei~t 14

ENERGYNORTH NATURAL GAS, INC.
P/B/A NATIONAL GRIP I~}{

PG 08-009

National Grid NH’s Response to
OCA-Seti

Date Request Received: May 1, 2008 Date of Response: May 15, 2008
Request No. OCA 1-11 Witness: John O’Shaughnessy

REQUEST: Re testimony, page 12, lines 19 and 20. You refer to a
merit increase of 4.75% that will take effect June 29, 2008.
What percentage does this represent of the Company’s
proposed pro forma revenue requirement?

RESPONSE: The total management increase included in the rate filing is
$335,615 (EN 2-2-2 pp. 2-4). The merit increase that takes
effect June 29, 2008 amounts to $195,364 (4.75/8,16*
$335,615), The total request rate increase is $9,895,601
(EN 2-1 page 1). Therefàre, the 4.75% amounts to 1.97%
(195,364/9,896,601) of the requested rate relief•
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Attac1~u-nent 15

ENERGYNORTH NATURAL GAS, INC.
D/B/A NATIONAL GRID NH

DG 08-009

National Grid NH’s Responses to
OCASet2

Date Request Received: June 12, 2008 Date of Response: July 10, 2008
Request No. OCA 2-6 Witness: John O’Shaughnessy

REQUEST: Referring to response OCA 1-il, if the merit increase became
effective on June 29, 2008 and the end of test year was June 30, 2007,
then of the $195,364 was $1,070 (2 days out of 365) incurred in the
12 months following the test year?

RESPONSE: the entire $195,364 was imow~ and measurable prior to the end of
the twelve months following the test year (referred to in the rate case
filing as the rate year~, and therefore the relevance of the que~tion is
unclear. To the extent that the question seeks to confirm that
$195,364 x (2/365) = $1,070, the Company agrees. To the extent that
the question is asking the amount that the Company or its affiliates
was legally obligated to pay to persons who were on its payroll on
June 29 and 30, 2008 if their employment terminated at the close of
business on June 30, the question calls for a legal conclusion that
would require a legal analysis of the laws of the various states in
which such individuals were employed.
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Attachment 16

) ENERGYNORTH NATURAL GAS, INC.
D/B/A NATIONAL GR11) NH

DG 08-009

National Grid NH’s Response to
OCA-Seti

Date Request Received: May 1, 2008 Date of Response: May 21, 2008
Request No.~ OCA 1-13 Witness: John O’Shaughnessy

REQUEST: Re Exhibit EN 2-2-2, p4-i, and Workpaper-Exhibit EN 2-2-2, page
00149. The pro forma adjustment for Health and Hospitalization is
based on the period January 1, 2008 through December31, 2008.
Please calculate the pro forma adjustment for the 12 months
following the test year; July 1, 2007 through June 30, 20’18 and
provide workpapers.

RESPONSE: The pro forma adjustment for the 12 months following the test year
would be $124,447. See attached workpapers.
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Attachment 17

ENERGYNORTH NATURAL GAS, INC dfb/a NATIONAL GRID NH
Schedule 3 - Average Rate Base

oo
Page i of 4

)

June 2006
July
August
September
October
N o~ember
December
January
February
K4arch
April
N’tay
June2007

Less:
1/2 June06
1/2 June 07

Total

Average (Total ÷ 12)

Total
Gas Plant
In Service

256,048,074
258,529,222
257,400,623
259,664,652
260,247,367
261,925,597
263,405,591
266,516,831
266,808,496
266,789,959
266,554,819
266,542,565
270,444,136

Subtotal 3,420,877,933

128,024,037
135,222,068
263,246,105

3,157,631,827

263,135,986

Noninterest
Bearing
CWIP

4,061,805
2,991,893
5,294,486
4,076,567
4,946,382
9,654,002
4,036,131
2,551,274
3,111,650
3,662,591
4,443,037
6,400,091
1,858,805

57,088,714

2,030,903
929,403

2,960,305
54,128,409

4,510.701

Reserve for
Depreciation (1)

(86,895,808)
(87,389,034)
(87,957,995)
(88,427,685)
(89,000,314)
(89,286,828)
(89,611,827)
(90,109,657)
(90,748,792)
(91,360,626)
(91,868,166)
(92,438,371)
(92,523,376)

(1,167,618,479)

(43,447,904)
(46,261,688)
(89,709,592)

(1,077,908,887)

(89,825,741)

(Total)
Net Utility

Plant Service
173,214,071
174,132,081
174,737,114
175,313,534
176,193,434
182,292,770
I 77,829~896
178,958,448
179,171,354
179,091,924
179,129,690
180,504,285
179,779,566

2,310,348,168

86,607,036
89,889,783

176,496,819
2,133,851,349

177,820,946

(I) Includes:

Property Base Adjustments (EN 2-4 p2 of4)

Adjusted Property Base
Working Capital (EN 2-4-1 p1 of 3)

Average Rate Base

(36876,360)

140,944,586
7,092,752

148,037,338

)

(a) Includes Asset Retirement Obligation in Account 254 - other deferred credits - averaging (S782) thousand.
(b) Includes Contributions in aid of construction - averaging ($387) thousand.
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Traurn
Attachment 18

) ENERG~ORTH NATU~L GAS, ThTC.
D/B/A NATIONAL GRID NH

DG08-009

National Grid NH’s Responses to
Staff-Set 3

Date Request Received: August 6, 2008 Date of Response: August 25, 2008
Request No. Staff 3-71 Witness: John O’Shaughnessy

REQUEST: Please reconcile the rate base components reported in the “F-i, Rate of
Return” 6/30/07 FnergyNorth quarterly report on file with the
Commission with the average rate base calculation “Schedule 3”
contained in the filing. Please identify and explain any differences in the
rate base components contained in the Schedule 3 and the F-i report.
Identify and explain differences between the June 2007 amounts in
Schedule 3 with those reported in .the F-i

RESPONSE: See Attachment Staff 3-71.
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Attachment S~)-71
National Grid NH

06 0~-Q~~
Page 1 of 1

February 2008
Form Fl Report: Rate Filing
Quarter Ended Schedule 3 Reconciliatory Explanations

Rate Base Components June 30, 200~Jj~ June 30, 2007 (1) ff~ate Filing Fl Rep~c?~

Excludes that portion of construction work in progress (cwip) identified
___________ the bases of accrued allowance for funds used during construction.

All fuel related and assumed not part of base delivery rates.
(i)Limited to non fuel O&M expenses; (ii) reflects different lead lag

6,937,148 assumptions for non fuel and fuel.
155,604 Excludes fuel related.

Excluded as shareholder bear the cost. Inclusion here as a reduction wc
provide rate payers with two cost reductions.
Excluded as shareholder bares cost. Inclusion here as a reduction woul
provide rate payers with two cost reductions.

Traurn8/27/2008

NH Plant
Materials & Supplies

Cash Working Capital Requirement
Prepavments

$ 279,267,361
5,379,696

267,646,686

2,299,888
4,568,069

Customer Deposits (236,932) -

Accrued Interest on Customer Deposits (30,960) - -

~ Includes liability accounts 230 (related to asset retirement obligations), 2
Depreciation Reserve (91,758,737) (89,825,741) (relatedto removal costs), and 271 (contributions in aid of construction).

~ Includes investment tax credits but excludes certain deferrals not relater
Deferred Income Taxes (34,274,135) (41,047,147) the rate base.
Reimbursable Contributions 19,477 - Included as an offset to Depreciation Reserve.
Pension & Benefit Reserve (1,065,701) - These were assumed to be non-cash reserve accounting balances.

Related to unrecovered (i) FAS 109 - state income taxes; (ii) rate case co~
Deferred Assets - 2,755,876 and (iii) FAS 106 - opeb and. pension costs.

These costs are included for recovery of financial carrying charges sincE
Gas jobs in progress - 1,414,912 these costs had not accrued a non-cash carrying charge.

Total Rate Base Components 164,168,026 148,037,338

(1) Fl report utilizes month end June 30 balances whereas rate filing utilizes a 13 point averaging both excluding cash working capita! requirement.

oc Attachment 1 8 C:\NrPorfbj\MCLOn000CS\SMS\239631 7_I .XLS



Attac1,~ei~t 19

ENERGYNORTH NATURAL GAS, INC.
D/B/A NATIONAL GRID NH

DG 08-009

National Grid NH’s Responses to
Staff Set 4

Date Request Received: October 7,2008 Date of Response: October 17, 2008
Request No. Staff 4-7 Witness: John O’Shaughnessy

REQUEST: Ref. Staff DR 3-71 Attachment: how does ‘gas jobs in progress’ differ from non-
interest bearing Construction Work in Progress? Is it the same rationale for
including ‘gas jobs in progress’ and non-interest bearing CWIP’ in rate base?

RESPONSE: The rationale for including gas jobs in progress in rate base is similar but not
identical to the rationale for including non-interest bearing CWIP In both cases,
the capital investment at issue relates to projects that are now in service (i.e., used
and useful), and therefore the investment is properly included in rate base. Gas jobs
in progress are accounted for in their own account because a reimbursement from a
governmental agency remained outstanding at the time the entry was booked. A
project that was booked as a gas job in progress could be one that was already in
service when it was booked, but the outstanding reimbursement amount
nevertheless caused~ the Company to book the project as being “in progress”.
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Auacj-~nent 20

) ENERGY~’JORTH NATURAL GAS, INC.
D/B/A NATIONAL GRID NH

DGO8-009

National Grid NH’s Responses to
OCASet3

Date Request Received: August 6, 2008 Date of Response: August 25, 2008
Request No. OCA 3-7 Witness: John O’Shaughnessy

REQUEST~ What was the 13 month average of Customer Deposits in the test year?
What amount was deducted in the calculation of rate base?

RESPONSE: The 13 month average of Customer Deposits for the test year ended June
30,2007is$183,924.88

Customer deposits were not deducted from rate base. Interest on customer
deposits was not included as. a recoverable expense in the Company’s
revenue requirement.

)
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Attacfjj,~ei~t 21

P ENERGYNORTH NATURAL GAS, INC.
D/B/A NATIONAL GRID NH

DG 08-009

National Grid NH’s Responses to
OCASet3

Date Request Received: August 6, 2008 Date of Response: August25, 2008
Request No. OCA 3-8 Witness: John O’Shaughnessy

REQUEST: What was the 13 month average ofAccrued Interest on Customer Deposits
in the test year? What amount was deducted in the calculation of rate
base?

RESPONSE: The 13 month test year average of accrued interest is $(51,484.68), See
response to OCA 3-7.

) ~
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Attachment 22

ENERGYNORTH NATURAL GAS, INC.
D/B/A NATIONAL GRID NH

DG 08-009

National Grid NH’s Responses to
OCA-Set 1

Date Request Received: May 1, 2008 Date of Response: May 19, 2008
Request No. OCA 1-50 Witness: Gary Bennett

REQUEST: Re Attachment GB-i, page 4 of 5, “Field Costs for Visits and
Reconnects.” Please respond to the following:

a. Is Incremental Field Collection Employee Labor of$1 12,764 to be
incurred only in the collection season specified as April 15 through
November 15, or is this amount to be incurred during a liii 12
month period? How many FTE’s are included in this Labor
amount?

b. Please provide a breakdown of the costs ihcluded in the
“Incremental Field Collection Employee Labor Burdens” of
$230,873.

)
c. Please specify the breakdown of costs included in “Non-Labor

Costs” of $37,499.

RESPONSE: An error was discovered in Attachment GB-i page 4 of 5. A
multiplier was applied to the wrong cell in Excel (line 3 vs. line 4).
Below is the “cori-ected. calculation. The affected. data points are
lines3 and 4, This reduces the field costs from $539053 to
$461,116 and total cost from $644,078 to $566,141.

The answers to the above questions are below in the Coirected
Field Costs.

Corrected Field Costs for Visits and Reconnects
1 Total Incremental Jobs 5,798
2 Incremental Field Collection Employee Labor $1 12,764
3 Incremental Field Collection Employee Labor Burdens $1 15,4.37
4 Non-Labor Costs $74,998
5 Total Incremental Field Collection Costs $303,199
6 Total Turnons 1,398
7 Incremental “Reconnect” Field Employee Labor $59,504
8 Incremental “Reconnect” Field Employee Labor Burden $60,914
9 Non-Labor Costs $37,499



Attachi-~ent 2
0G08-009

) Response to OCA 1~50
Page 2 of 3

1 0 Total Incremental Field Reconnect Costs $157,917
11 Total Field Collections Cost $461116

Contact Center Costs for Accounts Terminated
12 Call Center Costs
13 NumberofLocks 1,472
14 Calls per Lock 3.0
15 Total Calls 4,416
16 CostperCall V $7.70
17 Sub - Total Call Center Cost $34,000

Contact Center Costs for Accounts Noticed but not Terminated
18 Incremental Visits 5,798
19 Required Increase in Term Notices 11,596
20 Resolution Rate for Term Notices 50%
21 Incremental Accounts Resolved 5,798
22 Calls Per Account Resolved 1.5
23 lnbrernental Calls to Resolve Accounts 8,697
24 Cost per Call $7.70
25 Sub - Total Call Center Cost $66,967
26 Total Call Center Cost $100,966

Cost of Sending Incremental Notices
• 27 Incremental Notices 11,596

28 Cost per Notice $0.35
29 V Total Noticing Cost (Facilities) V $4,059 V

30 Grand Total Cost V $566,141

V (a) The $112,764 referenced above is to be incurred during a full 12 month

period, which includes 2 FTE’s V

V (b) An error was discovered in the application of the burdens (see above). The
V V corrected burden amount resulting in the $115,437 of burdens-is based on the

following 102.37% burden rate per FTh: V V

Pension Burden 38.12%
OPEB Burden 16.26%
Benefits Burden V 21.72% V V V

Payroll Taxes Burden 8.48%
Paid Absence Burden 6.54%
Vacation Burden 7,19% V

Gainsharing Non-Mgmt Burden 1.34%
401 K Match Burden 2.72%

V VEBA Adjustment Burden 0.00%

Total Labor Burdens 102,37%
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)

)

Response to OCA 1-50
Page 3 of3

(c) Non-labor costs of $37,499 breakdown:

~sforEach Rep $ 2,099
~Vehicle Cost and Gasoline & Maintenance $ 20:000
~flIfoJms and Safety Shoes $ 600

Personal Protective Eqyiprn ent $ 800
Cell Phones & Miscellaneous SuppJies $ 2 000

~j~[Terminai $ 5,000
~ L~L92P~.

~Combustible Gas Indicator $ 2,000

~~
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) ENERGYNORTH NATURAL GAS, iNC.
D/B/A NATIONAL GRID NH

DG 08-009

National Grid NH’s Response to
STAFF Set 1

Date Request Received: May 1, 2008 Date of Response: May 20, 2008
Request No. Staff 1-65 Witness: Gary Bennett

REQUEST: Accepting the fact that lông run benefits dueto increased
collection activity are not subject to precise calculation, ~vhat are
expected benefits, estimated savings and time frame?

RESPONSE: The Company has made a preliminary estimate of the impact of
these incremental visits on the uncollectible expense over several
years. The Company’s best estimate at this point is that the
cumulative impact would result in net savings during the seventh
year of sustained effort. However, there can be no assurance that
such benefits will be realized until the actual success rate of the
additional field visits is known. Moreover, thô short-term effect of
these efforts will be to cause an increase in the bad debt) . percen~age. The table below illustrates how the Company arrived
at the potential benefit amount.
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Line
Number

5 See note below 95% 95% 95% 95% 95% 95%
6 Year 2007 2003 2009 2010 2011 2012 2013 2014

Average Amount Owed
7 on a Field Visit $1,216 $1,155 $1,098 $1,043 $991 $941 $894
8 Average Field Payment $1,116 $1,060 $1,007 $957 $909 $863 $820
9 Percent Locked. 25% 25% 25% 25% 25% 25% 25%

10 Percent Paid 3% 3% , 3% 3% 3% 3% 3%
11
12 Total Incremental Jobs 5,798 5,798 5,798 5,798 5,798 5,798 5,798
13 Total Productive Jobs i ,659 1,659 1,659 1,659 1,659 1,659 1,659
14 TotalTerminations 1,472 1,472 1,472 1,472 1,472 1,472 1,472
15 Total Payments 187 187 187 187 187 187 187

Total Amount Paid in
16 Field $208,914 $198,468 $188,545 $179,118 $170,162 $161,654 $153,571 $14~
17

Percent of Locks that
18 Restore Service 42% 42% 42% 42% 42% 42% 42%

Number of ‘

19 Reconnections 618 618 618 618 618 618 618
Average Amount Paid to

20 Reconnect $828 $828 $787 $747 $710 $674 $641
Amount Paid to V

21 Restore Service $511,802 $511,798 $486,208 $461,897 $438,802 $416,862 $396,019 $376
22
23 TotalArnountPaid V $720,716 $710,266 $674,753 $641,015 $608,964 $578,516 $549,590 $522
24 V V

25
26 Avoided Charge Off V V ,

27 Incremental Visits’ 5,798 5,798 5,796 , 5,796 , 5,796 5,798 5,798 5
28 Percent Locked 25% 25% 25% 25% 25% 25% 25%
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Percent Not
29 Reconnecting 58% 58% 58% 58% 58% 58% 58%

Number Not
30 Reconnecting 854 854 854 854 854 854 854

Average Month of
31 Summer Revenue $30 $30 $30 $30 $30 $30 $30

Avoided Future Charge
32 Off $25,610 $25,610 $25,610 $25,610 $25,610 $25,610 $25,610 $2
33
34
35 Avoided Charge Off $25,610 $25,610 $25,610 $25,610 $25,610 $25,610 $25,610 $2

Reduced Accounts
36 Receivable $720,716 $710,266 $674,753 $641,015 $608,964 $578,516 $549,590 $52
37
38
39 Incremental Charge Off

Percent terminated and
40 not Reconnected. 58% 58% 58% 58% 58% 58% 58%
41 Number of Locks 1,472 1,472 1,472 1472 1,472 1,472 1472

Number not V V

42 Reconnected V 854 854 854 854 854 854 854
V Average Charge Off V

43 Balance $559 $559 $531 $504 $479 $455 $433
44 Incremental Charge Off $477,200 $477,200 $453,340 $430,673 $409,139 $388,682 $369,248 $351
45
46 V

47 V

48 See note below V V 100% 95% 95% 95% V

49 Accounts Charged Off 8,214 8,214 7,803 7,413 7,042 6,690 6,356 6,038
Average Amount

50 Charged off per Account $559 $559 $531 $504 $479 $455 $433 $411
51 Total Charge Off ~4,591,O2O ~ ~4,595,532 ~54,1O7,O38 $3,Th0,330 $3,429,708 $3,112,248 $2,824,770 $2,56i
52 V

53 Avoided Charge Off ($477,200) ($3~9G6) $423,988 $811,296 $1,161,918 $1,479,378 $1,766,856 $2,o2~
54

EZ~ ~UQLUL~1~V
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55 Cost $644,000 $644,000 $644,000 $644,000 $644,000 $644,000 $644,000 $644
56
57 Net Savings/(Cost) ($1121200) ($647906) ($220,012) $167,296 $517,918 $835,378 $1,122,856 $1,383
58 Cumulative Savings ($i.121,200) ($1.769106) ($1,989,118) (51.821.822) ($1303,9O4~ ($468,527) $654,330 $2,037

Notes

Line 5 Assume we see a decrease of 5% each year in the amount owed on a filed visit, the amount paid on a field visit and ~he amount paid to reconnect se~ice.
Line 23 Not a hard benefit - it reduces AIR, but this manifests itself in future lower amount charged off that is accounted for on line 53.

Line 32 Assume we avoid one month of summer revenue per gas account, which is assumed to be $30. This savings is achieved by acting one month faster on accounts that charge off.

Line 48 Assume we see a decrease of 5% each year in the number of accounts charged off and the average amount charged off per account
Assumed that revenues and

Line 51 gas costs remain the same.

Line 55 Assumed no inflation.



Uti 00-121Attachment ~ Attachment Tech 1-2

Page 1 of 3

New Hampshire Collections
Summer Period

2006 Procedures & 1999 Procedures &
~ Policies Policies

Residential Heating

Preferred / Regular Customers C $35.00 + Arrears) ( $50.00 + Arrears)
Actions Performed - Reminder Actions Performed — Separate
Notices, Outbound Calls per Reminder Notices, Calls by Rep.
automated program dialer.

Collectible Customers ( $500.00 Termination ( $300.00 Termination
Balance) Balance) worked highest balances 1st

~ Actions Performed - Disconnect Actions Performed — Separate
~ Notice, Outbound Calls, Field Disconnect

Collections, Notice, call by Repe, Field
. Collections.

Residential Non —Heat

Preferred / Regular Customers C $35.00 Arrears) ( $50.00 Arrears)
Actions Performed - Reminder Actions-Performed - Separate
Notices, Outbound Calls per Rehninder Notices, Outbound Calls
automated dialer by Reps.

Collectible Customers ( $t25.00 Termination Balance) ( $t75.00 Termination Balance)
Actions Performed — Disconnect Actions Performed — Separate

~ Notice, Outbound Calls, Field Disconnect Notice , Outbound Calls
Collections by Reps, Field Collections

Commercial I Industrial ( Year-Round)

Preferred / Regular Customers - C $35.00 Arrears) C $50.00 Arrears)
Actions Performed - Reminder Actions Performed - Separate
Notices, Outbound Calls per Reminder Notices, Outbourti Calls
automated dialer by Reps.

Collectible Cuatomers ( $300.00 Termination ( $300.00 Termination
Balance) Balance)

Actions Performed — Disconnect Actions Performed — Separate
Notice, Outbound Calls , Field Disconnect Notice, Ostbound Calls b
Collections Reps, Field Collections
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Attachment 2’f k~age DG 06-12]
Attach enact Tech 1-2

Page 2 of 3

Winter Period

2006 Procedures & 1999 Procedures &
Policies Policies

Residential Heating

Preferred / Regular Customers ( $35.00 Arrears) ( $300.00 Arrears)
. Actions Performed - Reminder Actions Performed - Reminder

Notices, Outbound Calls per Noticee, Outbound Calls by Rep’s.
automated dialer, No Field No Field locking

~ locking

Residential Non — Heat

Preferred / Regular Customers ( $35.00 Arrears) C $50.00 Arrears)
, Actions Performed - Reminder Actions Performed - Reminder

Notices, Outbound Calls per Notices, Outbound Calls by Rep’s.
automated dialer

Collectible Customers ( $125.00 Terminstion Balance) ( $175.00 Termination Balance)
. Actions Performed — Disconnect Actions Performed — Disconnect

Notice, Outbound Calls, Field Notice, Outbound Calls by Rep’s,
Collections Field Collections

~ PUC Regulations Changes:

~ 2006 1999
PUC 1204 — Winter Period November 15 — March 3 1’~ 2005- December 1 — March 3 1st

Keyspan invoked winter period on Nov. 1
courtesy

PUC 1204.02 Protection from Non-Heating $125 Non-Heating $175
Disconnection (Winter Period) Heating $450 Heating $300

PUC 1204.04 a.2. — Financial Pay 10% of monthly total balance due No financial hardship was defined —

Hardship Payment Arrangements for winter period, then arrears paid Same regulation applied to all
(Winter Period) over 6 months at end of winter customers:

Pay current bills + arrears paid over 6
~ month payment plan following the

conclusion of winter period
PUC 1204M6 Review of Pre-Winter Letters are sent to all customers
Period Diseonnections — disconnected from April 15-October 15
New in 2005 whose service remains disconnected as

• of November l’~. Letters are sent 11/700
customer stating our reconnection policy
and contact information
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Attacfln~ent 24 “~“

Attachment Tech 1-2
Page 3 of 3

Protected Accounts - Winter

I Restore Service Criteria- Restore Service Criteria PUC Regulation
[~ 2006 1999
I,fjnancial 1-Jardship 10% None existed
~jca1 Emergency No $ - Renew every 60 days No $ - Renew every 30 days 1203.11 d)4

j Fuel Assistance 10%
~~~icipal Welfare Office Welfare pays current bill Welfare pays current bill 1203.11 d)5)

E1derJ~’ Over 65 Protected Protected

All of the above also requires payment arrangement from customer for balance remaining

Timeline of Collection Activity

~ 2006 2006 Procedure 2006 2006 Procedure I 1999
[f~qcedure Procedure Procedure 1999 Procedure

Customer in Customer in Good Customer not in Customer not in good
Good Standing Good standing standing
Standing
Day I Create Bill Day I Create Bill Day 1 Create Bill
Day 31 Reminder Notice and Day 31 Reminder Notice and Outbound Day 31 Late Charge applied.

Outbound Call Call with automated dialer Call by Rep.
• with automated dialer -

Day 61 Reminder Notice and Day 60 Reminder Notice and Outbound Day 61 Lates charges applied.
Outbound Call with Call with automated dialer Separate Past Due

- automated dialer notice in winter!
. separate shut off

V notice in summer, call
byRep.

Day 91 Shut offNotice and Day 67 Demand notice to customer via Day 66 Shtit~bffnoticed
Outbound call with separate letter, mailed and 14 days

automated dialer to work acct. Call by
~ rep and field V

collections.
Day 98 Create termination notice Day 81 Create Field job to diaconnect Day 80 Account disconnected.

and Outbound call with ~V V VVV V V ..:“ V VV V. V

automated dialer

Day 112 Create Field job to
disconnect antI V V

outbound call
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