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SECTION 1: EXECUTIVE SUMMARY

The Transaction Closing (“Closing”) occurred on Monday, December 1, 2008. On

that date, Unitil Corporation (“Unitil” or the “Company”) acquired all of the stock of Northern

Utilities, Inc. (“Northern”) and Granite State Gas Transmission, Inc. (“Granite”). Immediately

following the Closing, Unitil’s integration of Northern’s and Granite’s operations into the Unitil

system of companies moved from the planning and preparation phases into the

implementation phase.

The planning and preparation for the integration of Northern and Granite had been

underway for over six months prior to the Closing. Most of Northern’s and Granite’s

business functions were successfully assumed by Unitil’s management during the first two

weeks following the Closing. Certain functions, principally Customer Service and Gas

Purchasing, Management and Dispatch continue to be supported by NiSource, Inc

(“NiSource”) under the Transition Services Agreement (“TSA”) between Unitil and NiSource

and its affiliates, including Bay State Gas Company (“Bay State”).

The Customer Service functions, including customer billing, cash remittance and call

center operations, will remain with Bay State through the second quarter of 2009 when

these functions will transition to Unitil’s Customer Service Center. The business functions

necessary to provide Customer Service to all of Northern’s 52,000 customers are planned to

transition at the beginning of July 2009, with Unitil assuming independent responsibility

for all of Northern’s customer service functions on the morning of July 6, 2009.

Comprehensive test plans and milestones were developed between the companies to

ensure the quality control of customer information before, during and after the conversion

cutover. The final step-by-step customer service “GO LIVE” plans are contained in this

report.

The test plans and the performance of the final pre-conversion validation tests were

substantially complete as of June 15, 2009 and have been reviewed and attested to by
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Unitil’s Internal Audit staff. The remaining test procedures to be performed during the period

from June 15 until the Go Live Customer Information System (“CIS”) conversion launch on

Thursday evening, July 2, involve the Functional Integration Team leaders running through

their final checklists of conversion procedures and staff responsibilities: See Exhibit F for

example.

The transfer of the CIS portfolio data from NiSource to Unitil is scheduled to begin on

Friday, July 3 and be completed on Saturday, July 4. On Saturday evening, July 4, Unitil will

validate the CIS portfolio data transfer and confirm to NiSource. The Customer Service

functions, which serve Northern’s customers, will be performed by Unitil’s staff with a

scheduled Go-Live date of 12:00am on Monday, July 6, 2009. Contingency plans have

been developed whereby NiSource would continue to perform the Customer Service

functions for Northern’s customers should problems be encountered which would require the

transfer of the CIS portfolio data to be terminated and postponed. The plan includes

decision points when certain teams, in conjunction with Unitil Internal Audit staff, will

determine if the conversion can proceed as scheduled. Specifically, the plan consists of five

checkpoints from July 2 to July 6 that are decision points to either continue or to terminate

the conversion. Refer to the detail Unitil / Northern Utilities CIS Go-Live Plan in Appendix

F. Unitil and NiSource have successfully transferred and validated the conversion of

Northern’s CIS portfolio data to Unitil CIS test systems on two separate test

environments/occasions: March 31, 2009 and May 31, 2009. See Appendix G: Unitil’s

Internal Audit report, June 15, 2009.

The CIS test plans and the final pre-conversion validation tests are on schedule as of

June 15, 2009 and the Companies are prepared to execute the CIS Go-Live plan for July 3-

6, 2009. Unitil’s functional integration teams have completed the testing of all aspects and

interfaces required to complete the CIS conversion. The Validation Testing process

encompassed the successful completion of three stages of the CIS conversion in a Test
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Environment: Stage 1 — Verify the conversion of Northern’s customer portfolio to Unitil’s CIS

at a month end; Stage 2 — Verify the operation (metering, billing, cash remittance, customer

service) of the Northern customer service functions in the Unitil CIS Test Environment,

including all other systems which interlace with Unitil’s CIS system [see diagram at

Appendix D]; and Stage 3 - Verify the successful month-end closing processes, including

interlaces, for the Northern customer portfolio, can be achieved in the Unitil CIS Test

Environment. Also refer to Appendix G: Unitil’s Internal Audit Report, June 15, 2009. Unitil

replicated its CIS production environment in a separate “Test” environment to receive all

transferred CIS portfolio data from NiSource for the validation testing procedures.

Unitil completed comprehensive Validation Testing on the February, March, and

May Northern customer portfolios, involving thousands of individual account tests, which

included testing for customer account attributes such as customer rate classes and

customer status, as well as tests for the financial integrity of transferred accounts and

software functionality. The initial Validation Testing of the February conversion resulted in

recommended changes to the conversion processes which NiSource’s and Unitil’s system

development staff integrated into the conversion routines. The follow-up testing of the

February re- converted portfolio provided a specific set of tasks for the Unitil and NiSource

system development staff to address. In May, the March customer portfolio was converted (

in “Test”) after recommended changes to the conversion process were made and targeted

validation tests of the customer account attributes were completed successfully. The

Validation Testing phase resulted in the resolution of the remaining issues which provides

additional assurance of the accuracy, validity and completeness of the portfolio conversion.

In addition to the resolution of the conversion issues, a list of items was identified to be

addressed manually (“special handling portfolio”) by Unitil staff prior to implementation in the

production environment. This level of attention to certain accounts or work processes

requiring this “special handling” at the time of the conversion further ensures the
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completeness, accuracy and validity of the data transfer. Finally, in June, a conversion of

the May customer portfolio was performed (in “Test”) simulating the July 2-6, 2009 Go-Live

closing schedule and timeline in order to identify any procedural adjustments required for

the actual Go-Live weekend event. Unitil’s Internal Audit staff has reviewed the test plans

and supporting documentation of all testing performed related to the conversion of the CIS

and related interfaces. See Internal Audit report — June 15, 2009 at Appendix G. Unitil is

committed to transition Northern’s customer service functions after successfully testing all

phases of that transition and only when Unitil is ready to independently perform those

functions.

In addition, customer communications are ongoing during the month of June. A

customer bill insert entitled “Get Ready, Get Set...” is included in the customers’ June bills

describing upcoming changes to bills, account numbers, on-line services and payment

methods. See Appendix H. Information is also available on the Northern and Unitil websites

outlining transition information and dates which will continually be updated on the Web and

Integrated Voice Response system (“IVR”) up to the conversion date. The plan also

includes steps to e-mail on-line customers to ensure the details of the transition are further

communicated in a proactive manner. See Appendix F — Unitil I Northern Utilities CIS Go-

Live Plan.

In past Transition Plan Reports, we updated you on draft Go-Live plans and

estimated timelines for execution, provided details on Unitil’s communication plans to

Northern’s customers and employees and provided information regarding the two major

components of Unitil’s Transition Plan: a) the TSA between Unitil and NiSource and its

affiliates, and b) the Business Integration Plan (“BIP”). In addition, we reported on the

execution of our plan including the execution and initial operation of the TSA.

Generally, the functions that were assumed by Unitil at, or just after, the Closing

have been operating well and our managers have worked out minor issues in workf low and
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paperwork as we went along. The current emphasis of the Company’s efforts is focused on

the transition of the Customer Service functions and related processes and systems. In

addition, the Gas Dispatch and Control function and the Granite Transportation function

continue to progress toward completion. The integration plans for these functions continue

to be executed for completion during the third quarter of 2009.

Transition services under the TSA began on December 1, 2008 and have been

provided for over five months. The first notification to extend transition services was due 45

days prior to the expiration of the Initial Term, which ended on March 31, 2009. Unitil

provided written notice for the First Extension Period to NiSource on February 13, 2009.

Unitil’s written notice to extend Transition Services for the Second Extension Period, to

ensure there is no interruption or diminution to the quality of service to customers, was

provided to NiSource on May 15, 2009. See Appendix B — Second notice.

In this June Transition Plan Report, we provide: a) a Transition Services overview,

b) a summary of expenditures to date, c) the final executed TSA, and d) the TSA Annexes

describing the services to be rendered under the agreement. The executed TSA and

accompanying Annexes were filed with the MPUC and NHPUC on Thursday, December 4,

2008.

The second component of the Transition Plan, the BIP, contains the individual,

functional Go-Live plans prepared by Unitil’s Functional Integration Team Leaders (“FIT’s”)

in conjunction with their NiSource and Bay State counterparts. The June Transition Plan

Report includes a report on the continued progress that was made to finalize and execute

those plans to cutover responsibility for Northern’s and Granite’s business functions to Unitil

at the Closing. In this report, we summarize: a) the functional Go-Live plans update with an

emphasis on the status of the Customer Services testing and conversion plan, and b) the

expenditures for integration projects.
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Unitil has committed to provide these Transition Plan Report updates monthly, on the

15th of each month throughout the transition period. Unitil will provide the next update on

July 15, 2009 and will continue to provide monthly updates until the transition is completed.
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SECTION 2: TRANSITION SERVICES - UPDATE

A) Transition Services Agreement — Overview

The TSA is an integral component of the Transition Plan because it provides for the

smooth transition of Northern and Granite to Unitil by ensuring that there is no interruption or

diminution to the quality of service to customers as Northern and Granite are fully integrated

into Unitil. A copy of the TSA is provided as Appendix A to this report. The TSA acts as the

Transition Plan “safety net” to remain in place only as long as needed. The TSA only covers

those services that Unitil requires and only for a time period that Unitil elects.

The TSA provides for the general contractual terms and conditions and also includes

13 Annexes, which represent specific services to be provided during the transition period. In

addition, the TSA also includes Section 1.2(a), which covers temporary services and Section

1.2(b), which covers ancillary services. Sections 1.2(a) and 1 .2(b) were added as

mechanisms for NiSource to respond to Unitil requests for support that either have not been

identified at this time or are relatively minor efforts. The 13 Annexes (included in Appendix

A to this report) address services to be provided by NiSource and its affiliates, including Bay

State, on an “as needed” basis and at cost, in the following areas:

1. Customer Information System Services: Continue to perform all NiSource CIS

functions, reconcile CIS billing and receivables, provide revenue and cash

reporting to Unitil Accounting, and transfer daily work orders to Unitil and record

customer work order completion activities in CIS;

2. Billing Services: Bill regulated services (at rates determined and maintained by

Unitil/Northern) provided to metered and unmetered customers (including special

contract and transportation customers), bill unregulated services (at rates

determined and maintained by Unitil/Northern) provided to customers, and

provide customer refund data to Unitil Accounts Payable;

Page 9 of 29



3. Treasury Services: Receive, process and post cash receipts to customer

accounts and transfer cash receipts to Unitil;

4. Customer Communications Services: Perform all call center services for

regulated emergency and non-emergency calls. Services include, but are not

limited to, internal and external reporting, answering calls within the current

guideline, issuing and managing work orders, collecting and reporting activity

required for SQl reporting;

5. Credit and Collections Services: Provide credit and collections services

associated with regulated and non-regulated services including, but not limited

to, deposits, write-offs, payment arrangements, agency programs, customer

protections, moratorium-related processes, preparation of regulatory reports and

implementation of new requirements;

6. Meter Reading Services: Daily work assignment for meter readers, download

routes to meter readers, upload monthly meter readings to NiSource Customer

Information System, read Metscan meters and monitor associated processing

activities, prepare monthly regulatory reports;

7. Accounting Services: Journal entries for customer transactions, monthly and

annual (2008) financial reports, and accounting entries for Granite State;

8. Gas Dispatch and Control Services: Monitor and/or control the Northern and

Granite SCADA systems, perform nominations and balancing activities, record all

activities, and provide training to Unitil dispatch personnel;

9. Gas Supply Services: Provide support as needed for daily operations, gas cost

accounting, interruptible billing, regulatory reporting, resource planning, hedging

and retail supplier management;

10. Field Services: Provide coverage for field services in Northern’s southern New

Hampshire service territory, which is currently covered by Bay State’s operations
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in Lawrence, MA, including emergency response, leak response, dig-safe

activities and maintenance activities;

1 1. Granite Transportation Services: Perform certain Granite administrative activities

including nominations and balancing and invoice processing, record all daily

transactions, produce FERC integrity management reports, and provide financial

performance data to Unitil Accounting. Support and maintain the work

management system for Granite;

12. Regulatory Services: Continue to perform certain regulatory services, including

preparation of filings that rely on 2008 data, until Unitil is prepared to assume

these responsibilities; and

13. Engineering - Regulatory Reporting Services: Gather and compile 2008 data

through the Closing date for various engineering regulatory reports. Provide

2008 data through Closing date to Unitil. Unitil will compile remaining 2008 data

and file the reports.

Transition Services under the TSA began on December 1, 2008 and have been

provided for over six months. The TSA contains an Initial Term of 120 days for most

services and 180 days for gas purchasing and management and system dispatch. Under

the Initial Term of the TSA, NiSource provides, at its fully loaded cost, transitional services to

continue the operation and maintenance of Northern and Granite until the successful

transition to Unitil of business functions previously performed by NiSource and its affiliates.

The TSA also provides for extended terms, if needed, with notice from Unitil. The

first notification to extend transition services was due 45 days prior to the expiration of the

Initial Term, which ended on March 31, 2009. Pursuant to the notice requirements of the

TSA, on February 13, Unitil provided a written request to NiSource to continue transition

services for the First Extension Period. [See the attached notification letter in Appendix B].

The First Extension Period will be for a duration of 90 days from April through June 2009.
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During the First Extension Period of the TSA, NiSource will provide, at its fully loaded cost

plus a profit factor of 10%, transitional services necessary to continue the operation and

maintenance of Northern and Granite until the successful transition to Unitil of business

functions previously performed by NiSource and its affiliates. If transition services are

required at the end of the First Extension Period, the TSA provides for a Second Extension

Period. During the Second Extension Period, if any, of the TSA, NiSource will provide, at its

fully loaded cost plus a profit factor of 15%, the transitional services requested by Unitil.

Unitil’s notice to extend Transition Services for the Second Extension Period was due to

NiSource on May 15, 2009. A Second Extension Period was requested by Unitil on May 15,

2009 [See attached notification letter in Appendix El.

Unitils objective is to replace the TSA services in an efficient and timely manner after

the Closing but not before Unitil is prepared to provide these services. In February, Unitil

did provide notice of Early Termination of certain transition services, related to the southern

NH service territory, which were deemed to no longer be needed. [See the attached

notification letter in Appendix C]. Unitil will continue to provide notice of Early Termination

for any transition services, which it deems to no longer be needed.
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B) Transition Services — Expenditures Summary

There are two categories of Transition Costs. Unitil has agreed that it will not seek

recovery in rates of either category of these Transition Costs. The first category of costs is

the expenditures Unitil will pay to NiSource and its affiliates under the TSA, (the “TSA

Costs”). As of June 15, 2009, Unitil has been billed for five months’ TSA Costs incurred

through April 30, 2009.

The second category of costs, for which Unitil has agreed not to seek recovery in

rates, is all of the other non-recurring expenditures (“Other Transition Costs”) necessary to

complete the transition. These Other Transition Costs include non-recurring consulting fees,

temporary help and labor costs and all other miscellaneous costs related to the transition.

As of May 31, 2009, Transition Costs billed to date include:

TSA Costs — NiSource and Affiliates: Amount

Customer Service Support $1,252,707

Gas Dispatch and Control 177,335

Gas Supply Services 156,540

Accounting 12,327

Operations 21,110

Regulatory Services 17,994

Training 26,170

Telecommunications Charges 58,385

Granite 39,215

Other 7,125

Total Services: Si .768.908

Other Transition Costs: Amount

Consulting and Professional Fees $1,326,392

Temporary Help and Labor 1,099,442

Other Miscellaneous Costs 149,904

Total $2.575.738
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SECTION 3: BUSINESS INTEGRATION PLAN — UPDATE

A) Go-Live Plan

The Go-Live component of the BIP for the acquisition of Northern and Granite by

Unitil presents the steps to be undertaken for the cutover of business processes, functions,

data and systems from NiSource and Bay State to Unitil. These cutovers occurred over an

extended period of time beginning just prior to, and with, the Closing on December 1 and will

continue until Unitil is operating Northern and Granite independently. As described in

Section 2A, NiSource and Bay State will provide transition services for all functions that

were not ready to cutover at the Closing date or needed additional assistance and will

continue to provide them for as long as required by Unitil.

Many of the Go-Live plans called for Unitil to assume responsibility for most

corporate and financial functions immediately or in the week after the transaction close.

Three functions were anticipated to cutover in the months after the Closing including 1)

Customer Service, 2) Gas Dispatch and Gas Control and Gas Supply, and 3) Granite

Transportation functions. Therefore, there is continued reliance on NiSource and Bay State

to provide many customer service and other functions through the second and third quarters

of 2009. NiSource and Bay State will continue to support Unitil’s Customer Services

functions until all of the customer service functions are tested and all historical and then

current Northern customer data is available to Unitil call center and field service personnel.

The Customer Services Go-Live event is currently planned to take place at the beginning of

July 2009 depending on the successful completion of the CIS Validation Testing.
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The table below summarizes the key milestones to the updated CIS conversion plan.

See detailed CIS conversion plan at Appendix F. As the plan is revised, dates will be

adjusted accordingly:

June, 2009 Finalize documentation and test results

Finalize go-live plan and communicate with allJune, 2009 internal teams and external vendors and agencies.

July 6, 2009 Go-Live Cutover portfolio from NiSource

July, 2009 ~ month Post-cutover Unitil production

July, 2009 Verify external customer service quality

July 31, 2009 ~ Unitil production month-end close & report

August 1-14, 2009 Verify internal customer service quality

Give notice to terminate Transition Services forAugust 14, 2009

The final functions to transition to Unitil are anticipated to be the Gas Dispatch and

Gas Control and Gas Supply and the Granite Transportation functions. These functions are

also expected to transition during the third quarter of 2009.

The Go-Live plans for most corporate and financial functions were successfully

executed by specified individuals in the weeks leading up to and following the Closing on

December 1. Extensive coordination was required among Northern, Granite and NiSource

during the weeks before and for an initial period after the Closing depending on the function

I process involved.
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The Go-Live plans were tied to two key dates: the Closing and the Customer

Services Go-Live date.

This section provides the status of Unitil’s Go-Live plans. It will identify functions that

successfully cutover on or near the transaction close and have minor transition services

remaining and functions that have a cutover that will occur at a future date. This section

also identifies certain functions for which transition services are currently being utilized that

is consistent with the description provided in Section 2A.

The Go-Live plan is organized by grouping teams that are either closely interrelated

(e.g., all of the teams that address the activities of field personnel) or share other common

Go-Live attributes. The nine functional groupings used to develop the Go-Live Plans follow:

(1) Customer Services: billing, collection, and call center functions to be transitioned
after Unitil’s CIS system is tested and populated with Northern customer data;

(2) Accounting and Finance: functions transitioned at the Closing in order for Unitil to
produce a beginning balance sheet and enter post-Closing transactions into
general ledger accounts;

(3) Corporate Communications: communications to customers leading up to and
following the Closing of the transaction occurred on schedule;

(4) Distribution Field Operations: the dispatching of field crews began on the day of
Closing including response to customer inquiries and system operations issues,
including responding to gas leaks;

(5) Gas Supply and Gas Control: contracting for supplies, measuring, dispatching
and controlling the flow of natural gas - functions that will transition in scheduled
phases as systems are ready;

(6) Engineering and Operations Management: maintenance and operation of the
distribution network, including related planning and reporting functions
transitioned at or shortly after the Closing;

(7) Transmission System Management and Operations: transition of the
responsibility to operate Granite from NiSource to Unitil will occur in scheduled
phases as systems are ready;

(8) Corporate: numerous corporate responsibilities including payroll, human
resources and benefits, legal, regulatory, and corporate governance were
assumed by Unitil at the Closing; and
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(9) Infrastructure: administration of new fleet vehicles, modifications to buildings,
installation of telecommunications and network equipment, and equipping new
employees were assumed on the day of Closing.

(1) Customer Services

Customer Services are supported by Unitil’s CIS, a system that has been enhanced

and tested to accommodate Northern’s customer transactions. As noted above, the Unitil

CIS conversion, including testing and verification, has been substantially completed which

allows the Unitil and NiSource teams to coordinate the tasks necessary for a July 6

customer service cutover. Thus, the broad range of transition services to provide customers

with continuous services and to ensure a seamless transition to Unitil’s customer services,

will significantly decline following the July 6 conversion. Notice to terminate transition

services is expected to be provided on August 14, 2009.

The transfer of the CIS portfolio data from NiSource to Unitil is scheduled to begin on

Friday, July 3 and be completed on Saturday, July 4. On Saturday evening, July 4, Unitil will

validate the CIS portfolio data transfer and confirm to NiSource. The Customer Service

functions, which serve Northern’s customers will be performed by Unitil’s staff with a

scheduled Go-Live date of 12:00am on Monday, July 6, 2009. Contingency plans have

been developed whereby NiSource would continue to perform the Customer Service

functions for Northern’s customers should problems be encountered which would require the

transfer of the CIS portfolio data to be terminated and postponed. The plan includes

decision points when certain teams, in conjunction with Unitil Internal Audit staff, will

determine if the conversion can proceed as scheduled. Specifically, the plan consists of five

checkpoints from July 2 to July 6 that are decision points to either continue or to terminate

the conversion. Refer to the detail Unitil I Northern Utilities CIS Go-Live Plan in Appendix

F. Unitil and NiSource have successfully transferred and validated the conversion of

Northern’s CIS portfolio data to Unitil CIS test systems on two separate test
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environments/occasions: March 31, 2009 and May 31, 2009. See Appendix G: Unitil’s

Internal Audit Report, June 15, 2009.

The CIS test plans and the performance of the final pre-conversion validation tests

are on schedule as of June 15, 2009 and the Companies are prepared to execute the CIS

Go-Live plan for July 3-6, 2009. Unitil’s functional integration teams have completed the

testing of all aspects and interfaces required to complete the CIS conversion. The

Validation Testing process encompassed the successful completion of three stages of the

CIS conversion in a Test Environment: Stage 1 — Verify the conversion of Northern’s

customer portfolio to Unitil’s CIS at a month end; Stage 2 — Verify the operation (metering,

billing, cash remittance, customer service) of the Northern customer service functions in the

Unitil CIS Test Environment including all other systems which interface with Unitil’s CIS

system [see diagram at Appendix D]; and Stage 3 - Verify the successful month-end closing

processes, including interfaces, for the Northern customer portfolio, can be achieved in the

Unitil CIS Test Environment. Also refer to Appendix G: Unitil’s Internal Audit Report, June

15, 2009. Unitil replicated its CIS production environment in a separate “Test” environment

to receive all transferred CIS portfolio data from NiSource for the validation testing,

procedures.

Unitil completed comprehensive Validation Testing on the February, March, and

May Northern customer portfolios, involving thousands of individual account tests, which

included testing for customer account attributes such as customer rate classes and

customer status, as well as tests for the financial integrity of transferred accounts and

software functionality. The initial Vaiidation Testing of the February conversion resulted in

recommended changes to the conversion processes which NiSource’s and Unitil’s system

development staff integrated into the conversion routines. The follow-up testing of the

February re- converted portfolio provided a specific set of tasks for the Unitil and NiSource

system development staff to address. In May, the March customer portfolio was converted (
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in “Test”) after recommended changes to the conversion process were made and targeted

validation tests of the customer account attributes were completed successfully. The

Validation Testing phase resulted in the resolution of the remaining issues which provides

additional assurance of the accuracy, validity and completeness of the portfolio conversion.

In addition to the resolution of the conversion issues, a list of items was identified to be

addressed manually (“special handling portfolio”) by Unitil staff prior to implementation in the

production environment. This level of attention to certain accounts or work processes

requiring this “special handling” at the time of the conversion further ensures the

completeness, accuracy and validity of the data transfer.

Special Handling Tasks beginning July 5:

• Inputting pending unbilled charges

• Inputting work requests taken by NiSource during system down time (7/3 —

7/5)

• Inputting the record for any emergency work that NiSource responded to

during the down time

• Entering pending bank drafts and EBPP transactions to be billed

• Third party marketer changes that occurred during system down period

• Review setup of all large transportation and special contract customers

• Review setup of all multiple meter accounts

• Ensure all delinquency and penalty codes are inactive for at least two weeks

following the Go-Live

• Begin process of calling all customers who had previously established a

payment arrangement with NiSource to prevent customer confusion

• Hold invoices on July 6 until the validation check is completed (earliest

release date is July 7)
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Finally, in June, a conversion of the May customer portfolio was performed (in “Test”)

simulating the July 2-6, 2009 Go-Live closing schedule and timeline in order to identify any

procedural adjustments required for the actual Go-Live weekend event. Unitil’s Internal

Audit staff has reviewed the test plans and supporting documentation of all testing

performed related to the conversion of the CIS and related interfaces. See Internal Audit —

CIS Conversion Report — June 15, 2009 at Appendix G. Unitil is committed to transition

Northern’s customer service functions after successfully testing all phases of that transition

and only when Unitil is ready to independently perform those functions.

In addition, customer communications are ongoing during the month of June. A

customer bill insert entitled “Get Ready, Get Set...” is included in the customers’ June bills

describing upcoming changes to bills, account numbers, on-line services and payment

methods. See Appendix H. Information is also available on the Northern and Unitil

websites outlining transition information and dates which will continually be updated on the

Web and IVR up to the conversion date. The plan also includes steps to e-mail on-line

customers to ensure the details of the transition are further communicated in a proactive

manner. See Appendix F — Unitil I Northern Utilities CIS Go-Live Plan.

The Customer Services functions have many interfaces [see Diagram at Appendix D]

to other functions including the dispatch of field personnel to execute work orders that are

initiated by customer calls. Unitil’s team leaders have closely communicated with their

NiSource counterparts during the transition services period to ensure that there is no

interruption in providing these services. There are also ties between the CIS system and

several other systems that process accounting and other financial transactions, requiring the

exchange and transfer of data and files between Unitil and NiSource during the transition

period.

The Billing and Reconciliation team’s Go-Live plan details the cutover from

NiSource’s 015 to Unitil’s 015, the download and upload of the billing cycles; and notification
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to vendors, suppliers and state agencies of the CIS Go-Live date. The plan also

encompasses the need to run billing reports to check data, verify bill accuracy, and print

bills, followed by a full reconciliation of the first billing update.

The Cash Remittance and Collection team’s Go-Live plan details the cutover from

NiSource’s CIS to Unitil’s CIS for the remittance and collection functions, the need to notify

lockbox and all payment providers of the CIS Go-Live date, and the notification to fuel

assistance agencies and credit agencies of the CIS Go-Live date. This plan also addresses

the need to obtain Northern’s final Closing collection information.

The Customer Relations team’s Go-Live plan addresses the call center implications

of the cutover from NiSource’s CIS to Unitil’s CIS.

The Business Services team’s Go-Live plan includes the need to execute new

contracts with third-party implementation contractors whose contracts are with Bay State

and cannot be assigned to Northern Utilities. This team will also need to ensure that

incoming sales and Demand Side Management inquiries are responded to appropriately

during the period before Unitil’s CIS is ready and the Unitil call center receives these

customer calls.

The Energy Measurement team’s Go-Live plan reflects the fact that meter readers

became Unitil employees at the Closing and will continue to read meters following the

transaction close. However, the meter readings will continue to feed into NiSource’s CIS

until Unitil’s CIS is fully tested and implemented. In addition, NiSource will continue to read

large customer meters (Metscan) until Unitil completes the Metscan conversion process,

which is currently anticipated to conclude in the third quarter of 2009. The requested

Transition Services related to the Customer Services conversion are located at Annexes

A.1, A.2, A.4, A.5, and A.6. in Appendix A.
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Selected Customer Services Integration Milestones

See detailed CIS conversion plan at Appendix F

Activity Target Dates

Finalize go live plan and communicate with all internal teams 6/1/09 — 6/12/09
and external vendors and agencies
June Revenue Close 6/30/09

Portfolio conversion 7/03/09 — 7/04/09

Internal “Special Handling” Go-Live Activities, including 7/05/09
reconciliation
Go-Live — Meter reading, billing, cash application phones, etc. 7/06/09

First month of actual live Unitil CIS July 2009

Close July revenue month and reconcile 8/3/09 — 8/5/09

Issue notice to terminate Transition Services for Customer 8/14/2009
Services to NiSource effective 9/14/2009

(2) Accounting and Finance

Minor transition services were requested by the Accounting and Finance teams

primarily corresponding to the Customer Services cutover at the beginning of July 2009 as

well as annual financial reporting requirements. Requested transition services are located

at Annexes A.3 and A.7 in Appendix A.

(3) Corporate Communications

The Corporate Communications team is responsible for ensuring that Northern

customers, employees and other important stakeholders are informed about Unitil’s

acquisition of Northern from NiSource.
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Selected Corporate Communications Current Activities

Team Go-Live Activity Date

Corp. Safety ad
Communications Begin general safety ads program on going

throughout 2009

Corp. Safety ad
Communications Begin RP 1 162 safety ads program on going

throughout 2009

Corp. November 15,
Communications Web development and testing completed 2008 — CIS Go-

Live Date
Corp.
Communications Web page goes live CIS Go-Live Date

(4) Distribution Field Operations

The field operations functions involve the dispatch of crews in response to

emergencies and for routine work. Crew dispatch is based on work orders that are initiated

and closed out through the CIS system. These functions are made possible by mobile data

terminals (customized laptops) in the service trucks and radio and cellular communications

to and from the trucks.

Unitil successfully tested and implemented its software solution for mobile

communications with the Mobile Data System (“MDS”), a new web-based system that

replaces the functionality of Northern’s mobile data terminals, which provide for scheduling

and dispatch of work orders received through NiSource’s customer service center to

personnel in the field via cell phone data transfer to field service laptops.

The Go-Live plan for these teams was successfully executed as of the Closing.

Transition services were requested by these teams corresponding to the cutover of the CIS.

In addition, transition services related to the southern New Hampshire service territory were

requested. Early termination of transition services related to the southern New Hampshire

service territory was requested effective March 4, 2009. [See attached letter in Appendix C]
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Unitil ended transition serves related to the southern New Hampshire service area April 1,

2009. Requested transition services are located at Annex A.10 in Appendix A. Terminated

transition services are identified as processes I tasks (d), (e), (f), (g) and (h). All dispatch

transition services should end with the cutover of CIS planned for the beginning of July

2009.

(5) Gas Supply and Gas Dispatch and Control

The gas supply function addresses all activities that are necessary to deliver the

required volumes of gas each day to customer meters including arranging contracts for

supply, transportation and storage, optimizing the reliance on these contracts on a seasonal,

monthly and daily basis, scheduling and balancing for sales and transportation customers,

and controlling the flow of gas to maintain safety and acceptable operating pressures

throughout the distribution system.

The Gas Supply team’s Go-Live plan addresses the completion and testing of

several responsibilities including pipeline and supply contract management and scheduling,

invoice processing, reporting for regulatory and accounting purposes, capacity assignment.

The Gas Supply team has assumed responsibility for some regulatory reporting functions

and for procurement of supplies and asset management arrangements for the summer of

2009. The Gas Supply team also actively participates in Bay State’s daily gas supply plan

meetings, although Bay State continues to execute Northern’s daily commitments on behalf

of Unitil as a transition service. This arrangement is expected to continue until Unitil’s Gas

Scada and dispatch services are operational. Unitil is planning on transition services as

needed for dS~iy operations, gas cost accounting, interruptible billing, some regulatory

reporting and retail supplier management. See Annex A.9 in Appendix A.

Unitil’s system to provide customer and external supplier billing and management

services (“GTRAC”) will support many of the gas supply activities, If GTRAC is not fully

deployed when transition services end, this will not prevent Unitil from cutting over gas
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supply functions. Cutover of the responsibilities associated with the hedging program

occurred successfully in January.

The Gas Dispatch teams Go-Live plan reflects a three-phased transition with Unitil

monitoring and Bay State controlling (Phase 1: through May 14, 2009), Unitil controlling and

Bay State monitoring (Phase 2: through July 2009), Unitil controlling and monitoring (Phase

3: beginning end of July 2009). During Phase 1, Unitil dispatchers shadowed Bay State at

the Ludlow, MA gas control center and then monitored from a new Unitil dispatch center

located in the Portsmouth office. The Go-Live plan includes installation of dedicated phone

lines to enable remote monitoring in parallel with Ludlow personnel and the addition of a

web-viewing terminal in Portsmouth for viewing Ludlow control images.

The SCADA team is responsible for acquisition, installation and commissioning of a

SCADA database system. This system, which was commissioned in mid-May, provides

system control and data acquisition for all Northern’s points and transmits them to both the

Bay State dispatch center in Ludlow and to the Unitil dispatch center in Portsmouth. During

the initial stages, both companies relied on the existing NiSource system to provide data to

both dispatch centers via a live web-link viewer, essentially providing a redundant

information path. Unitil is able to monitor and train in parallel with Ludlow during all three

transition phases utilizing this web viewer or the new SCADA system.

Selected Gas Supply and Gas Control Go-Live Activities

Team Go-Live Activity Target Dates

Perform capacity assignments in a test Second QuarterGas Supply environments

Gas Supply Execute daily supply decisions July 1

Second QuarterGas Supply & Initial testing of GTRAC for Gas Supply
Gas Dispatch
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Terminate NiSource access to Northern’s gas At end of transition~ Gas Supply ~ supply assets services

Unitil will require transition services in the Gas Dispatch and Control area through

July of 2009. NiSource will provide training to Unitil dispatchers throughout this period. See

Annex A.8 in Appendix A.

(6) Engineering and Operations Management

Minor transition services were requested by the Engineering and Operations

Management teams primarily related to engineering regulatory reports. Requested

transition services are located at Annex A.13 in Appendix A.

(7) Transmission System Management and Operations

The test plans for the Gas Transmission Operations teams were successfully

executed by the respective teams and cutover was completed at or near the transaction

close.

The Gas Transmission Management team’s Go-Live plan reflects a cutover from

NiSource’s transmission group of a set of responsibilities that had not previously been

provided by either Northern or Unitil; but were provided by NiSource’s subsidiary, Columbia

Gas Transmission. These include the management of pipeline administration functions,

informational electronic bulletin board (“EBB”) posting, regulatory reporting & compliance,

invoicing, and accounting responsibilities. The Granite EBB will be maintained by the same

third-party vendor that NiSource used.

Selected Transmission System Go-Live Activities

Team Go-Live Activity Date

Gas Transmission Pipeline administration functions including Until cutover of
Management nominations & scheduling, tracking of customer gas dispatch

OBAs and control
Invoice processing Until cutover of

Gas Transmission
Management gas dispatch

and control
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Unitil will need a broad set of transition services to cover the management functions,

including administrative functions and invoicing, at least until such time as the SCADA

system is operational and Unitil is controlling and monitoring the gas transmission system.

The administrative functions include processing pipeline nominations, confirmations,

scheduling, and reconciliation of nominations and actual receipts. Unitil will also require

transition services to manage the execution of maintenance activities on Granite including

creation and Closing of work orders. Requested transition services are located at Annex

A.1 1 in Appendix A.

(8) Corporate

The corporate functions are support functions required to pay employees and satisfy

legal and regulatory requirements. The Regulatory team continues to work closely with

NiSource to ensure that Northern and Granite continue to meet their numerous scheduled

filing and reporting obligations that will occur in the months following the Closing.

Requested transition services are located at Annex A.12 in Appendix A.

(9) Infrastructure

The infrastructure teams were responsible for transferring the facilities that are being

acquired (located in Portsmouth and Portland) as well as relocating employees among

offices, providing network and telecommunications systems, and assuming ownership of

Northern’s vehicle fleet. These tasks were completed in the first four months following the

Closing. In addition, the team began the process for records transfer from NiSource / Bay

State to Unitil. Phase I, including hard copy and electronic records not related to the CIS,

was completed in ApriL Phase Ii, all other records related to the CIS and related systems,

will be completed after the CIS conversion in July.
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B) Capital Prolects — Expenditures - Summary

As noted in previous Transition Plan Reports, each team had prepared a preliminary

assessment of internal and external resources that will be required to complete the

integration according to schedule. The status of the capital project expenditures as of May

31, 2009, is provided on the following page. As noted previously, these investments are

necessary to achieve the potential synergy savings. Therefore, Unitil will seek cost recovery

of these expenditures in future rate case filings.
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Capital Projects
Expenditures Summary

May 31, 2009

Authorization Original Expenditures
Budget to Date

CUSTOMER SERVICE PROJECTS:

Billing Conversion - Customer Information Systems 930,000 1,550,990

Interfacing - Customer Information Systems / Web-
based Customer Systems, Metering, Ledgers & Reporting 544,000 491,365

Measurement - MV9O xi Network Server &
Communications Equipment 147,000 95,679

G - Intake (Operations & Business Development) 71,400 99,920

Telecom Upgrade 189,000 302,397

Total Customer Service Projects: 1,881,400 2,540,351

GAS OPERATIONS & ENGINEERING PROJECTS:

Operation Data Integration 150,675 91,887

Compliance Management System 145,300 160,484

Mobile Terminals 1 1 1,750 189,488

Gas Procedures Manuals 81,600 31,448

Gas SCADA System 142,000 167,152

Integrity Management Analysis System 65,000 58,180

Gas Dispatch Phone & Central Radio System 41,000 26,429

Equipment & Tools 31,000 52,630

Facility Enhancements & Signage 99,500 15,688

GIS 150,000 136,296

Total Gas Operations & Engineering Projects 1,017,825 929,682

FINANCE, ACCOUNTING & OTHER PROJECTS:

Flexi Ledger! Accounts Payable / Projects / Purchasing 143,700 156,237

Energy Contracts! Energy Measurement & Control 94,000 256,765

Other Miscellaneous Projects 87,500 37,475

Total Finance, Accounting & Other Projects 325,200 450,477

Grand Total 3,224,425 3,920,510
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