Executive Summary

This report reviews EnergyNorth’s collection and termination performance on both residential and non-
residential accounts. About three years of the company’s charge-off history is analyzed in depth. The
purpose of the review and analysis is to determine the company’s ability to reduce its risk of customer
non-payment through the management of is collection processes.

There are a number of key findings in the report related to the company’s charge-off experience.
Residential charge-offs for 2006 are highlighted and analyzed. Most of the charge-off volume originates
on residential accounts. Of the 7,600 residential accounts charged-off in 2006, only 12% were
disconnected for non-payment. The remainder were closed at the request of the customer (i.e., close
voluntarily). Of the $4.3 million charged-off on residential accounts, $3.0 million was on accounts that
closed voluntarily. R-3 (Residential Heat) accounts represent 94% of the total accounts charged-off and
97% of the total dollar value charged-off.

Non-residential charge-offs for 2006 are also highlighted and analyzed. Non-residential accounts make
up 5% of the total number of accounts charged-off and 8% of the total dollar value charged-off in 2006.
Of the 413 non-residential accounts charged-off in 2006, 78% closed voluntarily. G-41 accounts (Low
Load-Small} equal 81% of the total accounts and 67% of the total dollars charged-off.

In addition to the charge-off analysis, there is a review and assessment of EnergyNorth’s collection and
termination acivities including the process for handling applications for new service. Process gaps and
opportunities for improvement are detailed. In 2006, the company did not appear to adequately
investigate and verify the identity of new applicants. In addition, the company did not mitigate risk by
obtaining security deposits on new applicants or delinquent active accounts.

The company is missing an opportunity to reduce its risk and better manage customer payment
behavior by not increasing disconnection activity. Of the 2,915 residential accounts charged-off in 2006
with balances over $500, 72% closed voluntarily with an average balance due of $1,217. Given that the
majority of these accounts are R-3 customers with average monthly bills of $100, many of these
accounts could have been targeted for disconnection earlier before additional usage occurred. Of the
accounts disconnected for non-payment, the average balance was $1,349, again indicating the company
could have targeted many of these accounts earlier before additional usage occurred. The company also
missed an opportunity to increase its collection performance and recovery of debt, as well as better
management of customer payment behavior, by not utilizing several additional late-stage recovery
strategies, including debt sales and legal recovery programs.

Based on the findings of the report, a rebuttal of previous testimony and comments by the staff of
EnergyNorth is detailed, including how the company’s charge-off issues are not a result of low income
customers or difficult to access meters.

The report concludes with a final analysis and recommended debt level. Based on the key findings of
this report, the company had an opportunity to improve its charge-off performance by targeting specific
groups of accounts for increased disconnection activity and optimized collection treatment strategies.
The conclusion is that the company’s collection and disconnection efforts did not keep pace with the
number of accounts and/or the past due balances on accounts receivable greater than 90 days.
Specifically, on R-3 accounts, which represent the greatest risk of charge-off to EnergyNorth, the
average balance of delinquency and charge-off increased year over year. The company missed an
opportunity to reduce its charge-offs by reducing the average balance on the accounts that actually
charged-off, either as a result of disconnection or closing voluntarily.

Page 2
Monticelio Consulting Group January 19, 2009
EnergyNorth Report for NHPUC (Final 011909)



An example is provided of how the company could have dramatically lowered its charge-offs over a two-
year period. The main point is that the EnergyNorth had ample time in the years before the review
period {i.e., July 1, 2006 to June 30, 2007) to target these types of accounts and slowly reduce the
accounts receivable, especially on accounts greater 90 days past due and balances over $500.

The collection treatment strategies and disconnection activities deployed by EnergyNorth in 2006 and
2007 were deficient and mismatched for the magnitude of the aged receivables. In addition the
collection and disconnect strategies were not focused on the types of accounts that represented the
greatest risk for the company. Nonetheless, EnergyNorth can expect that once the number of past due
accounts and past due balances are under control, its routine collection efforts such as past due notices,
outbound calling campaigns and payment arrangements and disconnection notices will become more
effective. The company, as well as its customers, will be better able to manage lower past due balances.

Finally, a charge-off amount and percentage ratio is detailed. In early 2006, if the company had
achieved a targeted level of an average balance of $500 on its high-risk, R-3 portfolio, the net reduction
to charge-offs would be $2,429,615. A similar analysis can be done for non-residential accounts, with an
increase in disconnection activity designed to reduce the average balance of the high-risk portfolio to a
target of about $1,200, the net reduction to charge-offs would be $189,172. As a result, the
recommended charge-off amount is $2,161,598, and the corresponding charge-off to revenue ratio is
1.31%.

Objectives for the Review and Assessment

1. Determine the effectiveness and performance of EnergyNorth’s collection and termination
activities and strategies relative to levels of bad debt

2. Recommend an appropriate level of bad debt (and corresponding ratio to revenue) for the
period between July 1, 2006 and June 30, 2007

Project Deliverables

The project deliverables are as follows:

e Identify process gaps and opportunities for improvement in the collection and termination
activities at EnergyNorth

e Determine the appropriate level of dollars charged-off to bad debt by EnergyNorth for the
period between July 1, 2006 and June 30, 2007

e Determine the appropriate percentage of bad debt to revenues at EnergyNorth for the period
between July 1, 2006 and June 30, 2007

e Present final recommendations and reports

Project Methodology
The Project methodology steps are-as follows:
1. Obtain preliminary information and data via phone conversations, conference calls and
guestionnaire
Conduct on-site assessment and interviews with key personnel
Create process maps of current processes and workflows

Perform detailed review of the existing account workflows and collections and terminations
programs
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5. Obtain detailed information and data as required
6. Identify gaps, problems and opportunities
7. Provide a report, including a set of recommendations

This report is organized in the following sections:

1. Introduction

Account Charge-Off Analysis and Key Findings

New Service Turn-On Activities

Collections and Termination Activities

Final Bill and Debt Recovery Activities

Response to Previous Testimony Regarding Charge-off and Collections Performance

N vk W

Final Analysis and Recommended Debt Level (and Ratio)

1. iIntroduction

This report reviews EnergyNorth’s collection and termination performance on both residential and non-
residential accounts. In addition, about three years of the company’s charge-off history is analyzed in
depth. The highlights of the 2006 charge-off history are included on Attachment A on page 25. The
purpose of the review and analysis is to determine the company’s ability to reduce its risk of customer
non-payment through the management of is collection processes.

2. Account Charge-Off Analysis and Key Findings

The following is summary of EnergyNorth’s 2006 charge-off data:

2006 Charge-Off Summary

Avg.
Accounts| % Dollars % Balance
Total Residential Charge-off: 7,600 95% $4,338,556 92% $571
Total Non-Residential Charge-off: 413 5% $388,742 8% $3841
Total Charge-off: 8,013 100% $4,727,298] 100% $590

2006 Residential Charge-Off Key Findings (for details see Attachment A):

s Residential accounts made up 95% of the total number of the accounts charged-off and 92% of
the total dollar value charged-off

s The 7,600 accounts charged-off represent over 10% of the total number of residential accounts
in EnergyNorth’s customer base in 2006
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e There were 77 accounts that charged-off due to bankruptcy with a total balance of $91,382 (i.e.,
an average balance of $1,187)

e Of the 7,600 accounts -charged-off, only 12% were disconnected for non-payment. The
remainder were closed at the request of the customer (i.e., close voluntarily)

e Of the $4.3 million charged-off, only $1.3 million was on accounts disconnected for non-
payment

o Of the $4.3 million charged-off, $3.0 million was on accounts that closed voluntarily

e The average balance on accounts closed voluntarily was $460

e The average balance on disconnected for non-payment accounts was $1,349

e Of the 7,600 accounts charged-off, 62% of the accounts had balances less than S500. The
average balance was $169

e Of the 7,600 accounts charged-off, 38% had balances greater than $500. The average balance
was $1,217

e Of the 7,600 accounts charged-off, 19% of the accounts had balarices greater than $1,000 with
the average balance equaling $1,746

e Of the $4.3 million charged-off, $3.5 million originated on accounts with balances greater than
$500

* R-3 (Residential Heat) accounts represent 94% of the total accounts charged-off and 97% of the
total dollar value charged-off

s R-4 (Residential low income discount) accounts represent only 0.2% of the total accounts
charged-off and only 0.3% of the total dollar value charged-off

e R-3 accounts with balances greater than $500, account for 38% of the total accounts charged-off
and 81% of the total dollar value charged-off

e The combined charge-offs for Concord, Nashua and Manchester (EnergyNorth’s urban centers)
represent 85% of the total accounts charged-off and 81% of the total dollar value charged-off

e Accounts coded as “1 family house heat” represent 94% of the total accounts charged-off and
97% of the total dollar value charged-off

e Of the 7,600 residential accounts charged-off, 53% of the meters were located outside

e Of the R-3 accounts charged-off, 54% of the meters were located outside
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¢ Of the R-3 accounts disconnected for non-payment, 59% of the meters were located outside

2006 Non-Residential Charge-Off Key Findings (for details see Attachment A):

s Non-residential accounts make up 5% of the total number of accounts charged-off and 8% of the
total dollar value charged-off

e Non-residential charge-offs of 413 represent about 3% of the total number of non-residential
accounts in EnergyNorth customer base in 2006

s There were 12 accounts that charged-off due to bankruptcy with a total balance of $17,754 (an
average balance of $1,480) i

e Of the 413 accounts charged-off, 23% accounts were disconnected for non-payment
e Of the 413 accounts charged-off, 78% accounts closed voluntarily

s  Of the $389K charged-off, 40% is on accounts disconnected for non-payment

o Of the $389K charged-off, 60% is on accounts that closed voluntarily

o The average balance on accounts that close voluntarily is $723

e The average balance on disconnected for non-payment accounts is $1,691

e Of the 413 accounts charged-off, 59% of the accounts had balances less than $500 (an average
balance of $131)

e Of the 413 accounts charged-off, 41% of the accounts had balances greater than $500 (an
average balance of $2,088)

e Of the 413 accounts charged-off, 24% of the accounts had balances greater than $1,000 (an
average balance of $3,065)

e Of the $389K charged-off, 92% of the dollars originated on accounts with balances greater than
$500

e G-41 accounts {Low Load-Small) equal 81% of the total accounts and 67% of the total dollars
charged-off '

e G-42 accounts {Low Load-Med.) equai 6% of the total accounts and 24% of the total dollars
charged-off

e G-51 accounts (High Load-Small) equal 11% of the total accounts and 5% of the total dollars
charged-off
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e The combined charge-offs from Concord, Nashua and Manchester equal 59% of the total
accounts and 69% of the total dollars charged-off

* Accounts coded as “Misc Store Heating” represent 70% of the accounts and 66% of the total
dollars charged-off '

e Of the 413 accounts charged-off, 81% of the meters were located outside

Interpretation and Analysis of 2006 Charge-Off Activity

Residential

Most of the charge-off volume originates on residential accounts. In 2006, over 10% of EnergyNorth’s
" residential accounts were charged-off. Bankruptcy does not appear to be a problem for the company
and, as is discussed later in this report, the various special circumstances claimed by the company are
not supported by the data.

Of the 7,600 accounts charged-off, 88% closed voluntarily. This represents 71% of the charge-off
dollars. Ninety-seven percent of these accounts had balances under $500. The company, however,
disconnected only 3% of these accounts. Clearly, small balance accounts are not a target of the
company’s disconnection activity.

Thirty one percent of the charged-off accounts which closed voluntarily had balances greater than $500
(average balance of $1,095), and 13% were greater than $1,000 (average balance of $1,673). Since 94%
of residential accounts charged-off were R-3 (Residential Heat) customers, with average monthly bills of
about $100, it would have taken 10 months of non-payment for the average customer to reach a
balance due of $1,095 and nearly 17 months to reach a balance of $1,673. Clearly, the company missed
an important opportunity to reduce the amount charged-off by terminating these accounts before they
closed voluntarily.

Of the accounts charged-off with balances greater than $500, the company disconnected 28% with 72%
closing at the request of the customer. Of the accounts charged-off with balances greater than 51,000
the company disconnected 40% with 60% closing at the request of the customer. Clearly, higher
balance accounts are a target of the company’s disconnection activity.

Of the accounts charged-off with balances greater than $500, EnergyNorth disconnected 819 accounts
with .a total due of $1,250,472 (i.e., an average balance of $1,527). The average balance for
disconnected accounts with balances greater than $1,000 was $1,855. In short, these accountholders
were seriously delinquent at the time of disconnection and typically had past due balances as old as 15
to 18 months. This suggests that the company missed an important opportunity to reduce the amount
charged-off by terminating these accounts earlier.

From a geographical perspective, 85% of the charge-offs originate in Concord, Nashua and Manchester,
the Company’s main urban centers. This volume of charge-off activity is not significantly higher than the
residential customer percentage (i.e., 75%) for the same locations.
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Ninety-four percent of the accounts charged-off and 97% of the dollar value charged-off originate on
accounts coded as “1 family house heat.” As a result, it appears that nearly all the charge-off activity
originates from single family residences, not from multi-unit buildings such as apartments.

Overall, 53% of the meters were located outside. Of the 885 accounts disconnected for non-payment,
59% were located outside. As a result, it appears that access to meters is potentially difficult on about
41% of the accounts.

Non-Residential

Only eight percent of the total charge-off volume originates on non-residential accounts. In 2006,
EnergyNorth charged-off 413 non-residential accounts, which represents about 3% of its overall non-
residential accounts. Bankruptcy does not appear to be a problem for the company.

Seventy-eight percent of the accounts charged-off and 60% of the dollar value charged-off originates on
accounts that close voluntarily. The average balance on these accounts was $723.

Of the accounts charged-off with balances under $500, 14% were disconnected. The remaining accounts
closed voluntarily. For accounts with balances greater than $500, the percentage disconnected
increased to 47%. For accounts with balances greater than $1,000, the percentage disconnected was
54%. Clearly, higher balance accounts are a target of the company’s disconnection activity.

Of the accounts charged-off with balances greater than $500, EnergyNorth disconnected 80 accounts
with a total due of $153,010 and an average balance of $1,913. The average balance for disconnected
accounts with balances greater than $1,000 was $3,346. Clearly, these accountholders were seriously
delinquent at the time of disconnection. It appears that many of these accounts could have been
disconnected earlier to reduce the average balance charged-off.

Of the accounts charged-off with balances greater than $500, 91 were closed voluntarily with a total
balance due of $203,954 and an average balance of $2,241. Likewise, 53 accounts with balances greater
than $1,000 were closed voluntarily with a total balance due of $177,357 and an average balance of
$3,346. Clearly, the company missed an important opportunity to reduce the amount charged-off by
terminating these accounts before they closed voluntarily. '

Overall, 81% of the meters were located outside. As a result, it appears that access to meters on non-
residential accounts is not a problem for the company.

3. New Service “Move-In" Activities at EnergyNorth

In 2006, the company’s Call Centers (Waltham, MA & NYC) handled all applications for service transfers,
moves, and applications for new service. When a person calls for new service, a customer service
representative asks for the applicant’s history with the company and then searches the customer
_information system to match the applicant to company history and any open balances.

If it is determined that the applicant is an existing or previous customer, then the customer accounts are
reviewed for outstanding debt. If debt is found, it is then determined if the customer accepts
responsibility for the balance due. The company attempts to collect 100% of the balance due. Typically,
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the company accepts 50% of the balance due and transfers the remaining balances onto the new
account regardless of whether the debt was previously charged-off.

If it is determined that the applicant is not an existing or previous customer, then the service address is
reviewed for outstanding debt. If the previous accountholder left an outstanding balance, the company
will request the applicant to fax a state-issued ID for identification purposes. If the applicant refuses to
fax the ID, the move-in order will not be stopped. If the applicant faxes the information and it is
subsequently determined that the identification is adequate, then the move-in order is initiated.

The process is similar for commercial account applications.

Process Gaps and Opportunities for Improvement:

The following is a list of process gaps and opportunities identified relative to the new service/move-in
procedure at EnergyNorth:

e Verification of Customer Identification—In 2006, the company did not appear to adequately
investigate and verify the identity of new applicants. Aside from requesting a state ID to be
faxed, the company did not screen and verify new applicants. Many third-party tools and
solutions are available to utilities to positively identify applicants, as well as establish
relationships between new applicants and previous accountholders and premises showing
outstanding balances. As a result, the potential exists for former accountholders with
outstanding balances to slip back into the system undetected. There appears to be high
likelihood of potential fraudulent activity around name switching to avoid paying past due
balances. ‘

e Lack of a Deposit Process on Residential Accounts—The Company does not obtain deposits on
any new applicants or delinquent accounts. According to New Hampshire PUC 1203.03 (a), a
utility “as a condition of new residential service, a utility may require a deposit..when the
customer has an undisputed overdue balance, incurred within the last 3 years, on a prior
account with the utility...” In addition, “as a condition of existing residential service, a utility may
require a deposit..when the customer’s service has been disconnected for non-payment of a
delinquent account.” Clearly, the company has the opportunity to reduce its risk of
accountholder default as well as recover monies on delinquent accounts through the use of
security deposits.

s Lack of a Deposit Process on Non-Residential Accounts —The Company does not obtain deposits
on non-residential accounts. According to New Hampshire PUC 1203.03 (f) a utility “as a
condition of any service other than residential service, a utility may require a deposit.” Again,
the company has the opportunity to reduce its risk of accountholder default as well as recover
monies on delinquent accounts through the use of security deposits.

e Partial Payments of Debt and Balance Transfers—in 2006, it was the company’s policy to
attempt to collect at least 50% of any outstanding balances from former customers applying for
new service. Customers were then allowed to transfer remaining delinquent baiances to the
new account. Based on the data reviewed for this report, the average balance of a charged-off
(and disconnected for non-payment) customer in 2005 is $1,076. As a result, a customer
disconnected for non-payment in 2005 who later applies for service in 2006, would be afforded
the opportunity to pay a down payment $538 and transfer the remaining $538 to the new
account. Since the average monthly bill for this type of customer is about $100 per month, the
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transferred balance represents about 5.5 months worth of billing. It is difficult to understand
how customers with histories of delinquency and bad debt could be expected to pay the new
account plus the old debt. It is very likely that many of these transferred dollars became
delinquent and charged-off again.

4. Collections & Termination Activities at EnergyNorth

The following details the typical billing and collection timeline of delinquent customers at EnergyNorth
in 2006:

Both residential and non-residential customers are billed monthly for service. Bills are due
approximately 30 days after the bill date. Two days after the respective due date, all past due accounts
are processed through an automated “Credit Matrix,” which is an internal scoring system that calculates
a “risk” score based on a variety of rules-based criteria, including the type of account, past due balance,
age of arrears and time of year (i.e., summer/winter). Accounts which receive a pre-determined
minimum score are assigned an automated outbound collection call and coded to receive a notice on
the bill. Then a late fee is assessed and a new bill is issued {approx. day 32), which includes a special
reminder (internal notice code: 0002) regarding the past due balance.

Thirty days later, the next bill is due (approx. day 62). Two days after the due date, all past due accounts
are again processed through the credit matrix. Accounts which receive a pre-determined minimum
score are assigned an automated outbound collection call and coded to receive a notice on the bill.
Then a late fee is assessed and a new bill is issued (approx. day 64}, which includes a summer
disconnection notice {internal notice code: 1003) regarding the past due balance. Immediately following
the due date, past due accounts are processed through an automated “Demand Table,” which selects
accounts for disconnection activity based on available field resources, location and other criteria.
During the period from October 26" to March 8", no disconnection notices are printed or sent by the
company

If an account remains past due for another seven days (approx. day 71), a separate disconnection notice
(internal notice code: 2004) is mailed to the customer. If an account remains past due for another 14
days (approx. day 85), a field order (internal notice code: 1009 coupon) is issued for disconnection for
non-payment.

On a daily basis, certain accounts are selected for field visits for disconnection or collection activity.
Customers are selected for disconnection based on balance amount, age of arrears and location criteria.
Since 2006, field representatives utilize mobile handheld technology to receive and transmit data
regarding field orders, payments and outcomes of field visits. Field staff accepts customer payments in
the field, requiring at least 50% of the past due balance from the customer to stop the disconnection.
The company has 8 days to visit the premise and obtain payment or perform a disconnection. After 8
days (approx. day 93), the disconnect notice {i.e., 1009 coupon) expires.

Approximately two days later, accounts that remain past due recycle to the subsequent billing cycle
(approx. day 95) and notice processes. Specifically, accounts that remain past due progress through
duplicate timing, calling and notice processes, including notice on bill, potential selection in the demand
table, disconnection notice and field visit. During the period from October 26" to March 8“’, no
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disconnection notices are printed or sent by the company to residential customers.

Once an account is disconnected for non-payment and the customer wants to restore service, the
company first attempts to collect 100% of the balance due, but will accept a down payment and
repayment terms on the remaining balance. Although PUC 1203.03 permits the company to request a
deposit as a condition of restoring service following disconnection for non-payment, the company does
not assess security deposits to any accounts.

The following table summarizes EnergyNorth’s collection and termination activity in 2006:

Total Customers =85,000
Termination Notices (on bill): 14,802
Outbound Calls: 243,139
Field Orders (1009 Summer Coupon): N/A
Field Visits 6,099
Actual Non-Pay Disconnections: 1,669
Service Restorations: 775
Non-Restorationns: 894

N/A= Data Not Available

Payment Arrangements:

According to interviews with EnergyNorth company personnel, the company follows the state PUC rules on
payment arrangements, including winter rules. There are no statistics for 2006. However, the following data
highlights the 2007 activity:

EnergyNorth Payment Plans 2007

Number Dollars Avg. Bal.
New Plans 6,163 $6,486,188 51,052
Plans Paid in Full 951 $730,128 S767
Plans Broken 4,168 $4,385,591 $1052
Average Monthly Default Rate 22%
Active Plans on Hand in February (lowest month) 657 $366,899 5588
Active Plans on Hand in September (highest month) 2,184 $1,255,566 §574

Process Gaps and Opportunities for Improvement

The following is a list of process gaps and opportunities identified relative to the collection and
termination activity at EnergyNorth:
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1. The company is missing an opportunity to reduce its risk and better manage customer payment
behavior by not applying security deposits on certain delinquent accounts. Specifically,

e Deposits on Certain Active Delinquent Residential Accounts—Securing deposits on certain high-
risk residential accounts with poor payment history will help modify customer behavior, as well
as reduce risk in the event the account closes and defaults. According to PUC 1203.03 (e) 1& 2,
a utility “as a condition of existing residential service, a utility may require a deposit,” when the
customer has received a certain amount of disconnect notices or the service has been
disconnected for non-payment of a delinquent account.

e Deposits on Certain Active Delinquent Non-Residential Accounts— Securing deposits on certain
high-risk non-residential accounts with poor payment history will help modify customer
‘behavior, as well as reduce risk in the event the account closes and defaults. According to PUC
1203.03 (f), a utility “as a condition of any service other than residential service, a utility may
require a deposit.”

2. The company is missing an opportunity to reduce its risk and better manage customer payment
behavior by delaying collection efforts on accounts eligible for disconnection (i.e., those that meet
the minimum balance and past due requirements). Although the company places reminders on bills
and makes outbound collection calls on accounts over 30 days past due, it delays more assertive
action (i.e., shut-off notices on bills, separate mailings and disconnection activity) for at least
another 30 days. In addition, it limits the number of disconnection notices through its demand table
because of field resource constraints. The company appears to focus most of its initial collection
effort on accounts greater than 60 days past due. Specifically,

e In 2006, EnergyNorth mailed a total of 14,882 separate disconnection notices. Based on
data provided by the company, many of these notices were sent to the same delinquent
customers month after month. In April 2006 alone, the total number of R-3 (Residential
heat) accounts eligible for disconnection (past due with balances greater than $50) equaled
15,863 with a total past due balance of $16,256,464 (an average past due balance of
$1,025). This entire population of accounts was eligible for disconnection based PUC
1203.11 Disconnection of Service. Specifically, accounts greater than 30 days past due can
be included in the disconnection eligible population because a bill is considered proper
notice and the minimum balance criteria was exceeded.

3. The company is missing an opportunity to reduce its risk and better manage customer payment
behavior by not increasing disconnection activity on lower balance accounts. Clearly, EnergyNorth
focuses its field disconnection activity on the oldest arrearage, higher balance accounts. For
example:

e Of the 950 residential accounts disconnected and charged-off in 2006, only 14% had
balances under $500.

4. The company is missing an opportunity to reduce its risk and better manage customer payment
behavior by targeting problem accounts for termination. For example,

e Ofthe 2,915 residential accounts charged-off in 2006 with balances over $500, 2,096 closed
voluntarily with an average balance due of $1,217. Many of these accounts could have been
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targeted for disconnection earlier before additional usage occurred.

5. The company is missing an opportunity to reduce its risk and better manage customer payment
behavior by not disconnecting certain delinquent accounts that default on payment arrangements.
According to PUC 1203.07 (k) a utility “may disconnect without additional notice any customer for
failure to comply with a properly confirmed payment arrangement, except as provided in PUC
1230.11 (f) which deals with medical emergencies.” Although 2006 data is not available, the 2007
data shows 4,168 accounts with broken agreements with an average balance of $1,052.

5. Final Bill and Debt Recovery Processes

In 2006, EnergyNorth processed final bill accounts according to the following timeline: Once an account
is closed, the final bill is immediately sent to the customer. The due date is approximately 25 days after
the bill date. If the final bill remains unpaid, then a new bill is issued (approx. day 28 from
disconnection), which includes a final bill reminder regarding the past due balance. At the same time,
the company selects and places all unpaid “high-risk” accounts (balances greater than $10) with third-
party collection agencies on a contingency-fee basis. These collection agencies work the accounts for
approximately 71 days until recalled by the company (approx. day 99 from disconnection).

Accounts not selected as high-risk accounts are held by the company for an additional 20 days. The

company then selects and places all unpaid “low-risk” accounts (balances greater than $10) with third-

party collection agencies on a contingency-fee basis. These collection agencies work the accounts for
approximately 51 days until recalled by the company (approx. day 99 from disconnection). While the

accounts are at the collection agencies, the company writes off the accounts as uncollectible

(accounting process occurs about once per month).  All unpaid, recalled accounts are held by the
company for about 20 days, and then placed with another set of third-party collection agencies on a

contingency-fee basis (approx. day 120 from disconnection). All unpaid, charged-off accounts remain at

the agencies for an indefinite period of time. The accounts are not credit reported to the credit

bureaus.

Process Gaps and Opportunities for Improvement

EncrgyNorth did not provide detailed liquidation reports of its agency collection programs. As a result, a
definitive analysis is not available. However, the following is a list of process gaps and opportunities
identified relative to the collection of final bills and debt recovery activities at EnergyNorth:

1. The company is missing an opportunity to increase its collection performance and recovery of debt,
as well as better management of customer payment behavior, by not utilizing several additional
late-stage recovery strategies. For example,

= .Six months after placement to the set of agencies agency collection performance typically
declines to near zero. In EnergyNorth’s case, six months after the second agency placement
(approx. day 300 from disconnection) very little future liguidation can be expected. As a
result, one strategy is to sell certain charged-off accounts. In 2006, the market pricing for
charged-off utility accounts between 300-720 days old (from disconnection) was 2.5% to
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4.5% of the total balance due. This pricing represents a significant increase over business as
usual (“BAU").

e Legal collection programs for certain high-balance accounts may be appropriate Ieadmg to
an improvement in collections performance.

6. Response to Previous Testimony Regarding Charge-off and Collections

Performance

Based on contents of this report, the following list of responses is offered as rebuttal to previous
testimony and comments by the staff of EnergyNorth:

1.

7.

EnergyNorth’s collections and charge-off problems are related to the high percentage of the low
income population in the service territory.

Response: Protected class residential customers, including low income customers, do not
appear to have any impact on'the company’s charge-off volume. In 2006, almost no charge-off
volume originates with accounts coded as R-4, the Low Income Residential Heating Rate.

EnergyNorth’s collections and charge-off problems are related to the large number of inaccessible
meters on residential accounts.

Response: Although the company appears to have a large percentage of inside meters on
residential accounts, 53% of all the charged-off accounts in 2006 had meters located outside.

Inability to obtain warrants or legal remedy to access meters for disconnection for non-payment
Response: See above comment.

EnergyNorth’s collections and charge-off problems are related to the high percentage of special
protection customers.

Response: Protected class residential customers, including low income customers, do not
appear to have any impact on the company’s charge-off volume. In 2006, almost no charged-off
volume originates with accounts code as R-4, the Low Income Residential Heating Rate.

EnergyNorth’s collections and charge-off problems are related to the numerous delinquent
customers that are in multi-family units which are difficult to access and perform disconnection.

Response: Multi-family units do not appear to have any significant impact on the company’s
charge-off volume. In 2006, almost no charge-off volume originated with accounts coded other
than R-1 and R-3.

Final Analysis and Recommended Charge-off Level (and Ratio)
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The following is a summary of the key findings of this report:

Residential Charge-Offs

1.
2.
3.

Residential accounts make up 92% of the total annual charge-offs
Residential heat (R-3) accounts make up 94% of the total annual charge-offs

Residential heat (R-3) accounts with balances over $500 make up 81% of the total annual charge-
offs

Residential heat (R-3), accounts closed voluntarily with balances over $500 make up 52% of the total
annual charge-offs

Residential heat (R-3), accounts disconnected-for-non-payment with balances over $500 make up
28% of the total annual charge-offs

Non-Residential Charge-Offs

1.

Non-residential accounts with balances over $500 make up 92% of the total annual charge-offs on
non-residential accounts

Non-residential, accounts closed voluntarily with balances over $500 make up 53% of the total
annual charge-offs

Non-residential, accounts disconnected-for-non-payment with balances over $500 make up 47% of
the total annual charge-offs

Opportunities for Improvement in Collection and Termination Activities

1
2
3
4
5.
6
7
8
9

Verification of Customer Identification

Deposit Process on Residential Accounts

Deposit Process on Non-Residential Accounts

Partial Payments of Debt and Balance Transfers

Deposits on Delinquent Residential Accounts

Deposits on Delinquent Non-Residential Accounts

Speed up collection efforts on accounts eligible for disconnection
Increase disconnection activity on lower balance accounts

Disconnect delinquent accounts that default on payment arrangements

10. Debt Sale

11. Legal collection programs

Potential Impact of Targeted Disconnection Program & Optimized Collection Treatment
Stategy

Based on the key findings of this report, the company has an opportunity to improve its charge-off
performance by targeting specific groups of accounts for increased disconnection activity and optimized
collection treatment strategies. The following sections identify and target specific types of accounts to
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target in order to reduce charge-offs.

Review and Analysis of 2006

In April of 2006, at the start of the disconnection season, the company had 15,863 R-3 customers with
past due balances of $16,256,464. The average past due balance on these accounts was $1,025. The
company subsequently disconnected a total of 1,526 of these R-3 delinquent customers. During the
year, 885 of these disconnected customers did not restore service and did not pay. As a result, these
885 accounts charged-off in 2006 for a total write off of $1,246,255.

In addition to the disconnected customers, there were 6,225 R-3 customers with past due balances that,
over the course of the year, closed their accounts voluntarily and did not pay. As a result, these 6,225
accounts charged-off in 2006 for a total write off of $2,978,345. The combined write off from the two
groups of R-3 customers totals $4,224,599.

By splitting the combined portfolio of -.charged-off R-3 accounts into two groups based on a dollar
balance range the following groups are created:

e R-3 accounts with balances fess than $500: 4,249 accounts & $733,202 balance
s R-3 accounts with balances greater than $500: 2,861 accounts & $3,491,397 balance

Then, the following sub-category is created:

e R-3 accounts with balances Jess than $500 & disconnected for non- payment 87 accounts &
$20,234 balance (average balance: $233)

¢ R-3 accounts with balances greater than $500 & disconnected for non-payment: 798 accounts
& $1,226,021 balance (average balance: $1,536)

¢ R-3 accounts with balances /ess than $500 which closed voluntarily : 4,162 accounts & $712,968
balance (average balance: $171)

s R-3 accounts with balances greater than $500 which closed voluntarily : 2,063 accounts &
$2,265,377 balance (average balance: $1,098)

By reviewing this last sub-category the following conclusions are made:

e EnergyNorth deployed its field resources on and was targeting for disconnect, on average, very
high-balance accounts (i.e., average balance: $1,536)

* The R-3 accounts with balances less than $500 which closed voluntarily have a relatively low
average balance and do not represent a significant charge-off issue for the company

+ The R-3 accounts with balances greater than $500 which closed voluntarily represent a
significant charge-off issue for the company

Review and Analysis of 2007

In April of 2007, at the start of the disconnection season, the company had 15,824 R-3 customers with
past due balances of $16,734,346. The average past due balance on these accounts was $1,058. The
company subsequently disconnected a total of 1,611 of these R-3 delinquent customers. During the
year, 759 of these disconnected customers did not restore service and did not pay. As a result, these
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759 accounts charged-off in 2007 for a total write off of $1,226,419.

In addition to the disconnected customers, there were 6,599 R-3 customers with past due balances that,
over the course of the year, closed their accounts voluntarily and did not pay. As a result, these 6,599
accounts charged-off in 2007 for a total write off of $3,462,926. The combined write off from the two
groups of R-3 customers totals $4,689,246.

By splitting the combined portfolio of charged-off R-3 accounts into two groups based on dollar balance
range the following groups are created: '

R-3 accounts with balances /ess than $500: 4,230 accounts & $739,610 balance
R-3 accounts with balances greater than $500: 3,128 accounts & $3,949,736 balance

Then, the following sub-category is created:

R-3 accounts with balances less than $500 & disconnected for non-payment: 30 accounts &
$6,796 balance (average balance: $227)

R-3 accounts with balances greater than $500 & disconnected for non-payment: 729 accounts
& $1,219,623 balance (average balance: $1,673)

R-3 accounts with balances less than $500 which closed voluntarily: 4,200 accounts & $732,814
balance (average balance: $174)

R-3 accounts with balances greater than $500 which closed voluntarily : 2,399 accounts &
$2,730,113 balance (average balance: $1,138) :

By reviewing this last sub-category the following conclusions are made:

EnergyNorth deployed its field resources on and was targeting for disconnect, on average, very
high-balance accounts (i.e., average balance: $1,673)

The R-3 accounts with balances fess than $500 which closed voluntarily have a relatively low
average balance and do not represent a significant charge-off issue for the company '

The R-3 accounts with balances greater than $500 which closed voluntarily represent a
significant charge-off issue for the company

A comparison 2006 and 2007 is presented in the table below:

Comparison of 2006 & 2007

2006 2007 Variance %Change

R-3 Accounts Past Due Balances >90 Days (April 2006): 15,863 15,824
R-3 Dollars Past Due Balances >90 Days (April 2007): $ 16,256,464 S 16,734,346

Average Balance: § 1,025 $ 1,058 ! $33 3% !
Total Disconnections for Non-Payment (DNP): 1,526 1,611
R-3 Accounts Disconnected Charged Off: 885 759
R-3 Dollars Disconnected Charged Off: S 1,246,255 $ 1,226,419

Average Balance: S 1,408 S 1,616 [ $208 15%
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Total R-3 Accounts Charged Off:

Charge-offs:
R-3 Accounts with Balances Less Than $500:

R-3 Accounts with Balances Greater Than $500:
R-3 Balances Less Than $500: S
R-3 Balances Greater Than $500: S

R-3 Accounts with Balances Less Than $500 & DNP:
R-3 Accounts with Balances Greater Than $500 & DNP:
R-3 Balances Less Than $500 & DNP: S
R-3 Balances Greater Than $500 & DNP: S
Average Balance (<5500} §$
Average Balance (>$500): S

R-3 Accounts with Balances Less Than $500 & CV*:
R-3 Accounts with Balances Greater Than $500 & CV:
R-3 Balances Less Than $500 & CV:
R-3 Balances Greater Than $500 & CV:
Average Balance (<$500):

wr N N Wn

Average Balance (>$500):

* Closed Voluntarily

Comparison and Conclusions of 2006 & 2007

7,110

4,249
2,861
733,202
3,491,397

87

798
20,234
1,226,021
233

1,536

4,162
2,063
712,968
2,265,377
171

1,098

$

W N N n

7,358

4,230
3,128
739,610
3,948,736

30

729

6,796
1,219,623
227

1,673

$137

9%

4,200
2,399
732,814
2,730,113
174

1,138 |

$40

4%

1. The average balance of the overall portfolio of past due active accounts increased in 2007 from 2006

by $33, or 3%.

2. The average balance charged-off on R-3 accounts disconnected for non-payment increased in 2007

from 2006 by 5208, or 15%.

3. The average balance on charged-off on R-3 accounts with balances greater than $500 &
disconnected increased in 2007 from 2006 by $137, or 9%.

4. The average balance on charged-off R-3 accounts with balances greater than $500 which closed

voluntarily increased in 2007 from 2006 by $40, or 4%.

Based on these conclusions, it is clear that the company’s collection and disconnection efforts did not
keep pace with the number of accounts and/or the past due balances on accounts receivable greater
than 90 days. Specifically, on R-3 accounts, which represent the greatest risk of charge-off to

EnergyNorth, the average balance of delinquency and charge-off increased year over year.

Missed Opportunity to Reduce Charge-offs

In the comparison above, EnergyNorth missed an opportunity to reduce its charge-offs by reducing the
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average balance on the accounts that actually charged-off, either due to disconnection or closing
voluntarily. Specifically, assuming the exact same accounts charge-off in 2006 and 2007 (business as
usual), the overall dollars of charge-offs can be decreased by reducing the average balance on each
account before disconnection. One strategy to achieve a lower average balance is to collect or remove
the past due balances earlier, before high balances make it difficult or impossible for the average
customer to pay the bill.

Since the average balance on high-balance, R-3 accounts disconnected in 2007 is $1,673, most of these
accounts would have been eligible for disconnect in the 2006 disconnection season. If the company had
disconnected all of the 729 accounts {2007 BAU) in 2006, and on average 10 months earlier, the
reduction in charges offs would equal $729,000 (729 accounts X $1,000 reduction ($100 monthly avg.
bill x 12} = $729,000)

in addition, since the average balance on high-balance, R-3 accounts closed voluntarily in 2007 is $1,138,
many of these accounts would have been eligible for disconnect in the 2006 disconnection season. If
the company had disconnected all of the 2,399 accounts (2007 BAU) in 2006, and on average 8 months
earlier, the reduction in charge-offs would equal about $1,919,200 (2,399 accounts X $800 reduction
(5100 monthly avg. bill x 12) = $1,919,200). The problem for the company is how to predict which
accounts will close, not pay and then write off. Without sophisticated predictive analytic tools, the
company has no way of making a prediction of future events. However, in April of 2007, like any other
month, the accounts at risk (high past due balances and aged) were known. For instance, in April of
2007, at the start of the disconnection season, the company had 15,824 R-3 customers with past due
balances of $16,734,346. During 2007, many of these customers simply closed their accounts and
subsequently charged-off. Had the company accelerated and expanded its disconnection activity on the
entire portfolio of high-balance, past due accounts (i.e., greater than $500 balance), the overall average
balance on the entire portfolio would decrease. Consequently, as the high-balance R-3 accounts
subsequently close and charge-off, the balances also would be lower. The question is how much earlier
and how many disconnections need to be made to impact subsequent charge-offs?

Impact of Increased Disconnections

The following example demonstrates the impact of increased disconnection activity on a targeted group
of accounts: In April of 2006, there were 7,034 R-3 accounts with past due balance greater than 90 days
past due (the target group). The total due on these accounts totaled $9,636,794, with an average
balance of $1,370. EnergyNorth subsequently disconnected and charged-off 798 of these target
accounts, totaling a write off of $1,226,021. Assuming the group of accounts the company aclually
disconnected remains exactly the same, the remaining 6,236 accounts (7,034-798 = 6,236) would be
eligible for disconnection during the remainder of the year. Then, assuming EnergyNorth immediately
disconnected all the remaining 6,236 eligible customers at the beginning of the disconnection season,
the disconnected customers could be expected to follow historical patterns of behavior by paying to
restore service or not restoring service and ultimately charging off. In this hypothetical example, the 12
month estimated reduction to charge-offs is $196,436. The table below compares the disconnection
activity and summarizes the financial impact. A detailed calculation is included on Attachment B on
page 26.

2006 Example of Increased Disconnections

2006 w/Increased’
2006 BAU* Disconnections
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R-3 Disconnections CO Bal. >5500 #: 798 798

Increase in R-3 Disconnections CO Bal. >$500 #: N/A 6,236
R-3 Disconnections CO Bal. >$500 S: S 1,226,021 S 1,226,021 {no change)
Increase in R-3 Disconnections CO Bal. >$500: N/A S 1,682,155 (est.)
Total CO:  $ 1,226,021 S 2,908,176
Variance from BAU:  $ - S 1,682,155
R-3 Closed Voluhtary CO Bal. >$500 $: S 2,265,377 N/A
New Total Closed Voluntary CO Bal. >5$500: N/A S 386,786 (est.)
Total CO: § 2,265,377 S 386,786
Variance from BAU:  § - S (1,878,591)
Total Charge-offs R-3 Accounts:  $ 3,491,398 S 3,294,962 (est.)
Net Reduction in Charge-offs: $ (196,436) (est.)

* BAU-Business As Usual
N/A= Not Applicable

Although the net reduction of $196,436 in charge-offs is not dramatic, the real financial impact occurs in
the subsequent year. That is, as a result of increased disconnection activity on the target group in 2006,
the balance of the target portfolio declines significantly in the following year. Specifically, the past due
balance of the target group drops to $438 in 2007 from $1,349 in 2006, an average decline of $911 per
account. Assuming the same number of accounts charge-off from both categories of accounts
{disconnections and closed voluntarily, then the net reduction to charge-offs is $2,923,105. A summary
of the impact is shown below:

2007 Impact of Increased Disconnections in 2006

2007 w/Increased
2006 BAU 2007 BAU Disconnections in 2006

R-3 Accounts >90 Days PD Eligible for Disconnection #: 6,236 5,545 6,086
R-3 Accounts >90 Days PD Eligible for Disconnection §:  $ 8,410,773  $ 7,562,008 S 2,666,629
Average Balance: $ 1,349 S 1,364 S 438
Reduction in Average Balance: S 926
R-3 Disconnections CO Bal. >5500 #: 798 759 759
R-3 Disconnections CO Bal. >$500 $: $ 1,226,021 1,226,419 S 523,874
Average Balance: $ 1,536 S 1,616 S 690
R-3 Closed Voluntary CO Bal. >$500 #: 2,063 2,399 2,399
R-3 Closed Voluntary CO Bal. >$500 $: $ 2,265,377 $2,730,113 S 509,553
Average Balance: §$ 1,098 S 1,138 S 212
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Total Charge-off R-3 Accounts:  $3,491,398  §$ 3,956,532 S 1,033,427

Net Reduction in Charge-offs 2007: $  (2,923,105)

The example demonstrates how the company could dramatically lower charge-offs over a two year
period. The key assumption with the calculation is the percentage of accounts that restore service after
disconnection. The percentage used in the model is 80% (Attachment B, line 25), which assumes 80% of
the accounts that are disconnected will restore service {and 20% will not pay and eventually charge-off).
The typical electric utility company in the United States experiences a service restoration percentage of
at least 80%. For gas utilities, the short-term restoration percentage rate (less than one year) is less than .
80% and varies, primarily due to the lack of motivation some residential heat-type customers have to a
restore a disconnected service in the non-heating season. Since many of these customers do not need
the gas supply in the spring and summer, they simply wait until the heating season arrives to restore
service with the utility. Nonetheless, the long-term restoration rate (about 12 months) for gas utilities is
typically at or above 80%. For example, in 2006 the Rhode Island Division of Public Utilities and Carriers
commissioned a review of the collections and terminations activities at New England Gas Company (now
part of National Grid). The following quote from the report discusses New England Gas Company’s
disconnect-restoration experience:

Of the 14,805 residential accounts that were SONP [shut-off for non-payment], 7,209 (48.7%) restored
service by making a payment and/or establishing payment arrangements. Hence, 7,596 (51.3%) of the
SONP accounts did not immediately restore service. It is assumed that many of these customers delayed
restoration of service to just before the start of the next [disconnection] moratorium period (presumably,
customers delay restoration to take advantage of the moratorium and avoid making payments). In fact,
the company data indicates that as of January 31, 2006, all but 1,178 of these same accounts restored
service. As a result, the long-term restoration rate is over 92% (i.e., 13,627 accounts ultimately restored
service).

For a utility company to have long-term service restoration rate less than 75% to 80% suggests a
problem with customer identification fraud. As noted in the section on New Service “Move-in”
Activities, EnergyNorth did not appear to adequately investigate and verify the identity of new
applicants, which increased the likelihood of potential fraudulent activity around name switching to
avoid paying past due balances.

Conclusions

The hypothetical example above demonstrates how EnergyNorth could dramatically reduce its charge-
offs in a two-year period. Although it is impractical to assume the company could disconnect the 6,236
accounts all at once because of resource constraints and the negative impact on the organization (as
well as customer service), the example demonstrates how the company over time could have reduced
its charge-offs. The main point is that the EnergyNorth had ample time in the years before the review
period (i.e., July 1, 2006 to June 30, 2007) to target these types of accounts and slowly reduce the
accounts receivable, especially on accounts greater 90 days past due and balances over $500.

Clearly, the company did not keep pace with the aging and past due balances growing on key types of
accounts. The collection treatment strategies and disconnection activities deployed by EnergyNorth in
2006 and 2007 were deficient and mismatched for the magnitude of the aged receivables. In addition
the collection and disconnect strategies were not focused on the types of accounts that represented the
greatest risk for the company. Nonetheless, EnergyNorth can expect that once the number of past due
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accounts and past due balances are under control, its routine collection efforts such as past due notices,
outbound calling campaigns and payment arrangements and disconnection notices will become more
effective. The company, as well as its customers, will be better able to manage lower past due balances.

Recommended Charge-Off Amount and Ratio

The following tables summarize EnergyNorth’s charge-off experience, revenues and percentages for
2005 to 2007. In addition, the same information is presented for the review period of July 1, 2006 to
June 30, 2007.

2005 Charge-off Summary

Charge-off Dollars Revenue 0%
Residential S 4,638,410 S 85,894,704 5.40%
Non-Residential S 379,690 S 75,498,710 0.50%
Total S 5,018,100 S 161,393,414 3.11%

2006 Charge-off Summary

Charge-off Dollars Revenue CO %
Residential S 4,392,917 S 85,765,087 5.12%
Non-Residential S 387,468 S 79,589,545 0.49%
Total $ 4,780,385 S 165,354,632 2.89%

2007 Charge-off Summary

Charge-off Dollars Revenue COo0 %
Residential S 4,776,993 S 93,218,293 5.12%
Non-Residential S 715,934 S 84,413,117 0.85%
Total S 5,492,927 S 177,631,410 3.09%

Julyl, 2006 to June 30, 2007 Charge-off Summary

Charge-off Dollars Revenue CO %
Residential S 4,448,405 S 90,371,960 4.92%
Non-Residential S 354,702 S 83,205,754 0.43%
Total S 4,803,107 S 173,577,714 2.77%

Charge-Off Residential Accounts

Based on the report analysis and conclusions, EnergyNorth had an opportunity to reduce its charge-offs
on residential accounts by increasing its disconnection activities and optimizing its collection treatment
strategies in the years before the review period of 2006-2007. In the previous example, an increase of
6,236 disconnections in 2006 resulted in lowering the average balance of the high-risk portfolio by $926.
By increasing disconnections by about 5,826, the average balance of the high-risk portfolio is reduced to
S500 (see Attachment C on page 27). In early 2006, if the company had achieved this level of average
balance on its high-risk, R-3 portfolio, the net reduction to charge-offs would be $2,429,615. A summary
of the impact is shown below:
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2006 to 2007 Results Impact of Increased Disconnections in Previous Years

07/2006 to 06/2007
07/2006 to w/Optimized
06/2007 BAU * Processes in Previous Years
R-3 Accounts >90 Days PD Eligible for Disconnection #: 6,236 6,096
R-3 Accounts >90 Days PD Eligible for Disconnection $: S 8,410,773 S 3,045,212
Average Balance: § 1,349 S 500%*
Reduction in Average Balance: S 849
R-3 Disconnections CO Bal. >$500 #: 798 798
R-3 Disconnections CO Bal. >$500 $: S 1,226,021 ) 548,344
Average Balance: S 1,536 $ 687
R-3 Closed Vo!unta;ry CO Bal. >$500 #: 2,063 2,063
R-3 Closed Voluntary CO Bal. >$500 $: S 2,265,377 S 513,439
Average Balance: $ 1,098 S 249
Total Charge-off R-3 Accounts:  $ 3,491,398 S 1,061,783
Net Reduction in Residential Charge-offs: $ (2,429,615)

* 2006 data used since 2006-2007 actual data is almost identical
** Assumes a target of $500 based on optimizing processes in previous years

Charge-Off Reduction on Non-Residential Accounts

Based on the report analysis and conclusions, EnergyNorth had an opportunity to also reduce its charge-
offs on non-residential accounts by increasing its disconnection activities and optimizing its collection
treatment strategies in the years before the review period of 2006-2007. In the previous example for
residential accounts, an increase in disconnection activity reduced the average balance of the high-risk
portfolio to a target of $500. A similar analysis can be done for non-residential accounts, with an
increase in disconnection activity designed to reduce the average balance of the high-risk portfolio to a
target of about $1,200, the net reduction to charge-offs would be $189,172. A summary of the impact is
shown below

2006 to 2007 Results Impact of Increased Disconnections in Previous Years
‘ 07/2006 to 07/2006 to 06/2007 w/Optimized

06/2007 BAU * Processes in Previous Years
Non-Res. Accounts >90 Days PD Eligible for Disconnection #**: 476
Non-Res. Accounts >90 Days PD Eligible for Disconnection $**:  § 1,071,476
Average Balance: S 2,251 § 1,200%**

Reduction in Average Balance: S 1,051
Non-Residential Disconnections CO Bal. >$1,000 #: 46 46
Non-Residential Disconnections CO Bal. >$1,000 $: S 26,068 S 77,722
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Average Balance: § 2,741 S 1,690

Non-Residential Closed Voluntarily CO Bal. >$1,000 #: 53 53
Non-Residential Closed Voluntarily CO Bal. >51,000 $: S 77,357 S 121,654
Average Balance: S 3,346 S 2,295
Total Charge-Off Non-Residential Accounts:  $ 388,548 S 199,376
Net Reduction in Non-Residential Charge-offs: S (189,172}

* 2006 data used since 2006-2007 actual data is almost identical
** As of June 30, 2006
**% Average balance target of $1,200

As a result, the recommended level of charge-offs and corresponding percentage ratio is as follows:

Recommended Reduction to 2006 Charge-Offs '

Charge-off Dollars Revenue CO %
Residential (Actual) S 4,392,917 S 85,765,087
Non-Residential (Actual) S 387,468 S 79,589,545
Total: $ 4,780,385 $ 165,354,632 2.89%

Recommended Reduction (Residential): S (2,429,615)
Recommended Reduction (Non-Res): S { 189,172)

Recommended Total: § 2,161,598 $ 165,354,632 ©1.31%
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Attachment.A
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ONP Closad Vol Closed Vol Clesed Vol
Avg Hol Acgmunts Doflars Avn
Totai Resdential OO S18% 5
Total Nan-Resafendial L0 3313 334 5 G441
W00 S BGLH
Q
Total Redidentisg (O S 4,138,956
Bankeupt Fad 30 G 91,382 2.1% S 1,187
Closed Voluntatily: 8,650 87.5% § 3.0567.29% FLG% S 460
Disconnectad for Kon-fay (ONFL 450 AW G 1,281,261 2959 § 1,348
K1 Avcaunts {Res. Mo Heatl: 474 $ 100,611 2a%05 212 63 5 9487 & 368 41105 7RIy 8 173
R-3 Accounts {Res. Heat): Y $ 4224 G4 G A48% 51,246,255 $ 1408 $2,978345 $ 478
-4 Actonets (Res. 535 16 3 D2 S 2 & 5,580 5 2,770 M4 7805 % 558
ncord {(CD-564] 592 28% $ 320540 T8% $ 558 31
Hashuis (HAS-H73) 2,010 2644 § 1,219,854 BaH S 7 194
Manchester (MNC-5B5) 3,829 50.4% 5 2,228,819 514% & sSE2 H3%
Totat {CL0, NAS & MNCh 6,432 > 53,779,614 5 588
CO Balance Less Than 500, 4,585 169 131 4,554
{0 Batance Groater” 2.81% 1,317 519 2,096
{0 Batange Grea Than S1000 1,412 1,748 pist:] &z
23 CO Balance Greater Thar 2,881 1.220
1 Far Dwell Non Hest (SA Code GO10R A5G 6.1% % 95,695 N 230 B G 29,3%G 5 473 3458 67,345 & 169
1 Fam House Heat (A Code 0151} $a,221.4 3 5493 $ 1251534 § 1413 6,228 2964941 § 477
Al Gther: s 28,386 0.5% & 134 s 337§ 188 24 26,018 % &34
Mamber of Meters Dutside 4014 32.8%
Be1 Actounts Metnrs Sutsige 149 31 4%
-3 Actounts Meters Dutside: 3857 535 3,332
Red Arcmungs dMeters Quiside: 8
R-3 Accaunts Meters Not Ouiside: 364 2.874
& 3sg7an
Bankrmt 12 R 1,480
Ciogad Vohintariba 20 FEAS 5965 § 72z
Disconeecled for Non-Pay (ONP): 93 22.5% 5 A0.4% 5 681
G-41 Accounts [Low Load-Smait]; 333 80.6% 5 66,75 S 739 88 G 13439 5 1527 WS 0§ 125076 & 511
G-42 Accounts {Love boad-Madd 1 a5 B.1% § 237 % 3,632 303 573 % L858 203 TLA? & 3.249
Ge51 Ace; g0 Load-bmail: a% 1069% S 19.5%2 50% 3 434 205 2301 0§ 11w 43 5 $ 401
Al Ghaey 16 2.4% 3TIA A8% & 1,772 o 3 W% s 1,972
Concord {CCD-564) 48 11.8% % $ @99
Nashua (KASS573) a1 0% 05 52248 B 684
Mancheste (MNE-S86} 337 33.2% S 158172 409% % 1167
Total (COD, NAS & MNC): 37 66.8% § 269,363 69.3% § 376
TO tatance Legs Than S50 332 5RB56 5 s 133 13 228
< Batance Greater Than $500 171 41 3 2.088 j2d 9,
[ o Greater Than $1000 ag 240% % 3 18 53
G-41 CO Balance Greater Than 1000 80 $ 5
Misc Store Heating {54 Cade 0%911 2940 o % 255068 65.6% § 880 77 0% 117,117 05 1,521 213 137, s 648
At Othen 123 S 1336 M4 5 3087 %5 40108 S 2,507 107 63,568 5 #ra
Number of Meters Cutaide: 336 £1.3%
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Attachment B

limpact of increased Disconnections

4
5

27 fingaat)

43122

32}

38 fimpay
15 {31n38)

{input}

41 {3940}

S8 {%

60 153458}

2006 EnergyNorth BAU {Business as Usual}:
Accounts Receivable April 2006:
7,034 R-3 Accounts »90 Bays PD {Actual 2006 #)
S 5,636,794 R-3 Accounts »90 Days PD {Actual 2006 $)
S 1.370 Average Balance

R-3 Disconnections Charge OIf (€O}
798 R-3 Gisconnections CO Bal. »$500 {2006 Actual #}
§ 1,226,021 R-3 Disconnections CO Bal. >$500 {2006 Actual §)
$ 1,536 Average Balance

R-3 Closed Voluniarily Charge O (CO)
2,063 R-2 Uosed Voluntarily CO Bal. >8500 {2006 Actual #}
S 2,265,377 R-3 Closed Voluntarily CO Bal. »S$500 (2006 Actual $}

5 1,098 Aver Batance

S 0,236 Rematning Number R-2 Accounts >90 Days PD Eligible for Disconnection
S 8410773 Remaining Doflars R-3 Accounts »90 Days 20 Eligible for Disconnection
S 1,249 Average Balance

2@06 n:reased Discannections Combined with Process Improvements:
b‘ZsG Targeted incrementaf Increase in Disconnactions (Proposed 2006 #)
S 8,410,773 Targeted incremental increase in Disconnections {Proposed 2006 $)

B80%} §vaxco Restoration % {industry Average}
20?{ Non-Restoration % {(1-restoration %)
L_- _____________ 52%{Collections from Restored Accounts % (EnergyNorth est.)

4,489 RB-3 Accounts Restored after Disconnection {ost}

S 4A7L743 Dollars Collected from Restoration of R-3 Accounts {est}
1, 247 Additional R-3 Accounts to Charge GH {est.)

S 1,682,155 Additional R-3 Dollars to Charge O {ost}

4,989 Remaining R-3 Accounts Active {est.}
S 2,556,87% New Balance Due on Restored Accounts {est.}
S 513 New Average Balance

1 0‘)8 pr Cmtamers twplaccmu)'d on R 3 Dmonnvc wo Proamises (PS! H

s 100 Paverage Balance {Assumes 2006 Average Monthly 831 & account stay current)
s 169,754 Total Due on New Customers (Replacements)

6,086 Long-Ternt Remaining R-3 Accounts Active {est.)
2,666,629 Long Term New Balance Due on Restored Accounts {est.)
435 New Average Balance

[ZRTY

5 911 Reduction in Avg. Bal. per Active Account {est.)
S 187 New Average Balance R-3 Closad Voluntarily CO 8al »$500 {(est.)
5 386,786 New Total Balance B-3 Closed Voluntarily CO Bal >5500 {est.)

2006 Anticipated Resuits

5 R-3 Disconnections CC Bal. »5500 {2006 Actual $)
$ wncrease in R-3 Disconnections CO Bal, »$500 {est.)
S New Total R-3 Disconnection €O 2006 {est.}
s Variance from Actual
S 2,265,377 R-3 Closed Voluntarily CO Bal, »$500 {2006 Actual 5}
s 386,786 New Total Closed Voluntarily CO Bal. >$500 {est.}
S {1.878,591) varizace from Actual
S {196,436} Total impact to 2006 Charge Off
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Attachment C

{inipact of ncreasad Dissonnections

2006-2007 EnergyNorth BAU {Business as Usual]:
Accounts Receivable April 2006:
4 7,034 R-3 Accounts >50 Days PD (Actuni 2006 #)
9,636,744 R-3 Accounts >90 Days PD {Actual 2006 §)
1,370 Average Balance

Xy
W

s

R-3 Discoanestions Charge QFf (COY
] 798 R-3 Disconnections CO Bal. »5$500 {2006 Acwal #)

0 3 1,226,021 R-3 Disconnections CO Bal. »$500 {2006 Actual §)
1 5 1.536 Average Balance

2-3 Closed Voluntary Charge O €O}
14 2063 R-3 Closed Voluntary CQ Bal. >$500 (2006 Actual i)
15 S 2,265,377 R-3 Closed Voluntary CO Bal. »$500 {2006 Actual 5)
16 S 1,088 Average Balance

S 6,236 Remaining Number 8-3 Accounts »90 Days PO Eligible for Disconnection
$ 8,410,773 Remaining Dollars R-3 Accounts »90 Days PD Eligible for Digconnection
b3 S 1,349 Average Balance
2005-2007 Increased Disconnsctions Combined with Process Improvemaents:
22 Gegrat [ 5,825 Uargeted Incremental Increase in Disconnections (Proposed 2006 #)
222200 S 7.856 Targeted Incremental increase in Disconnections (Proposed 2006 $)

25 Service Restoration % {Industry Average)
5 Mon-Restoratios 1-restoration %)
Coltections from Restored Accounts % {EnergyNorth est.)

4,660 R-3 Accounts Restored after Disconnection {est.}
s 3,896,794 {ollars Collected from Rastoration of R-3 Accounts {est.}
1,165 Additions! R-3 Accounts to Charge Off (est}
1,571,288 Additions! R-3 Dollacs to Charge Off {est.)

32 {2630

>

3411821} 5071 Remaining R-3 Accounts Active {est.)
35 {19-30-32; 5 > New Balance Due on Restored Accounts {est)
New Average Balance

ang-Term Premise [customer} Restoration % {EnergyNorth est.}
New Custornars (Replacements) on 8-3 Disconnacted Premises (st}

Total Due on New Customers {Replacements}
13 (34439} 6,096 Long-Term Remaining R-3 Accounts Active {ast.}

44 {35+ 1} S 3,045, tong-Term New Balance Due on Restored Accounts {(est}
55 S 500 New Average Batance

b 849 Reduction in Avg. Bal. per Active Account (st}
S 248 MNew Average Balance R-3 Cosed voluntary CO 8al >3$500 {est.}
S 513,438 New Total Balance R-3 Closed Voluntary CO Bal 5500 {est.)

{3

49 {1d%a8)

Average Balance {Assumes 2006 Average Monthly Bilf & account stay current)

2006-20G07 Anticipated Results

5 1,226,021 R-2 Disconnactions CQ Bal. »$500 {2006 Actual $}
S 2,797,309 New Total R-3 Disconnection CO 2006 {ost.)

$ 1.571,288 Variance from Actual

21,265,377 R-3 Closed Voluntary CO Bal. »$500 {2006 Actual §)
513,439 New Total Closed Voluntary CO Batl. >$500 lest )
(1,751,938} variance from Actual

WA U

S {180,650} Total Impact to 2006 Charge Off
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STEVEN V CAMERINO
MCLANE LAW FIRM

11 SOUTH MAIN ST STE 500
CONCORD NH 03301

MEREDITH A HATFIELD

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

ANN LEARY

KEYSPAN ENERGY DELIVERY NEW E
52 2ND AVE

WALTHAM MA 02451-1127

LEO SILVESTRINI

KEYSPAN ENERGY DELIVERY NE
52 SECOND AVE 4TH FLR
WALTHAM MA 02451

KEN E TRAUM

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

Docket #: 07-050 Printed: January 23, 2009

FILING INSTRUCTIONS: PURSUANT TO N.H. ADMIN RULE PUC 203.02(a),
WITH THE EXCEPTION OF DISCOVERY, FILE 7 COPIES (INCLUDING COVER LETTER) TO:

DEBRA A HOWLAND

EXEC DIRECTOR & SECRETARY
NHPUC

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



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

LIBRARIAN

NHPUC

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

LEGAL DEPARTMENT
NHPUC

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

STEPHEN FRINK

NHPUC

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

GEORGE MCCLUSKEY
NHPUC

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

F ANNE ROSS

NHPUC

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

ROBERT WYATT

NHPUC

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

AMANDA NOONAN

DIRECTLY WITH THE FOLLOWING STAFF

RATHER THAN WITH THE EXECUTIVE DIRECTOR

BULK MATERIALS:

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

CONSUMER AFFAIRS DIRECTOR

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

Docket # 07-050 Printed: January 23, 2009
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STEVEN V CAMERINO
MCLANE LAW FIRM

11 SOUTH MAIN ST STE 500
CONCORD NH 03301

STEPHEN R ECKBERG

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

GARY EPLER

UNITIL ENERGY SYSTEMS INC
6 LIBERTY LANE WEST
HAMPTON NH 03842-1720

DAN FELTES

NEW HAMPSHIRE LEGAL ASSISTANCE
117 N STATE ST

CONCORD NH 03301-4407

ART FREITAS

LA CAPRA ASSOCIATES

1 WASHINGTON MALL STE 9
BOSTON MA 02108-2603

ROBERT R GIORDANO
12 COBBLER LANE
BEDFORD NH 03110

MEREDITH A HATFIELD

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

RORIE HOLLENBERG

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

Docket #: 08-009

FILING INSTRUCTIONS: PURSUANT TO N.H. ADMIN RULE PUC 203.02(a),
WITH THE EXCEPTION OF DISCOVERY, FILE 7 COPIES (INCLUDING COVER LETTER) TO:

SARAH KNOWLTON

MCLANE GRAF RAULERSON & MID
PO BOX 459 »
PORTSMOUTH NH 03802-0459

ANN LEARY

KEYSPAN ENERGY DELIVERY NEW E
52 2ND AVE

WALTHAM MA 02451-1127

ALAN LINDER

NH LEGAL ASSISTANCE
117 N STATE ST V
CONCORD NH 03301-4407

THOMAS O'NEILL

KEYSPAN ENERGY DELIVERY NEW E
52 2ND AVE :

WALTHAM MA 02451-1127

SAMANTHA SAARI

MCLANE GRAF RAULERSON & MIDD
PO BOX 459

PORTSMOUTH NH 03802-0459

KEN E TRAUM

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

Printed: January 23, 2009

DEBRA A HOWLAND
EXEC DIRECTOR & SECRETARY
NHPUC

21 SOUTH FRUIT STREET, SUITE 10

CONCORD NH 03301-2429



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

LIBRARIAN

NHPUC

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

PRADIP CHATTOPADHYAY
NHPUC

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

JIM CUNNINGHAM

NHPUC

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

EDWARD DAMON

NHPUC

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

STEPHEN FRINK

NHPUC

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

RANDY KNEPPER

NHPUC

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

GEORGE MCCLUSKEY
NHPUC

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

DIRECTLY WITH THE FOLLOWING STAFF

RATHER THAN WITH THE EXECUTIVE DIRECTOR

BULK MATERIALS:

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

Docket#: 08-009 Printed: January 23, 2009

DISCOVERY




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

DIRECTLY WITH THE FOLLOWING STAFF

RATHER THAN WITH THE EXECUTIVE DIRECTOR

F ANNE ROSS

NHPUC

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

ROBERT WYATT

NHPUC

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

AMANDA NOONAN

CONSUMER AFFAIRS DIRECTOR
NHPUC

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

Docket #:  08-009 Printed: January 23, 2009





