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New Hampshire Public Utilities Commission
EnergyNorth Natural Gas, Inc. d/b/a National Grid NH
Petition for Permanent Rate Increase
DG 08-009
Testimony of
Stephen P. Frink
Please state your name, occupation and business address.
My name is Stephen P. Frink and I am employed by the New Hampshire Public Utilities
Commission (Commission) as Assistant Director of the Gas & Water Division. My business
address 1s 21 S. Fruit Street, Suite 10, Concord, New Hampshire 03301.
Please summarize your educational and professional experience.
See Artachment SPF-20.
What is the purpose of your testimony in this proceeding?
The purpose of my testimony is to provide Staff’s recommendation for a revenue requirement
for EnergyNorth Natural Gas, Inc. d/b/a National Grid NH (EnergyNorth or the Company),
and recommendations on the Company’s proposals to increase the returned check fee,
increase the penalty for unauthorized volumes taken by customers, eliminate 280 day and
interruptible sales service, eliminate the service agreements for 280 Day and Interruptible
Transportation Service as attachments to the tariff, implement a new service and main
extension policy and establish a pension and post retirement benefits other than pensions
(OPEB) reconciliation mechanism.
Please summarize Staff’s recommendations on these issues.

Staff recommends: an increase in the revenue requirement of $1,667,996; that the
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Commission withhold judgment on eliminating 280 day and interruptible sales service and
changing the service and main extension policy; approval of the other proposed tariff changes;
and, that the proposed pension and OPEB reconciliation mechanism be denied.

Are temporary rates currently in effect in this docket?

Yes. On August 18, 2008 the Commission issued Order No. 24,888 authorizing a temporary
revenue requirement increase of $6.6 million, resulting in an increase in customer bills of
3.75%, on average.

What is the increase to the revenue requirement proposed by EnergyNorth?

On February 25, 2008, EnergyNorth filed testimony and schedules requesting an additional
$9.9 million in annual revenues, representing a 5.6% increase. Following the last technical
session held on October 2-3, 2008, EnergyNorth provided Staff with revised schedules with a
proposed revenue requirement of $10.1 million. See Attachment SPF-19.

What is Staff’s recommendation with respect to a revenue requirement?

As shown on Attachment SPF-1, Staff recommends an increase in the revenue requirement of
$1,667,996 based on pro formed test year income of $10,302,185, as detailed on SPF-2. The
increase is 0.94% over total test year revenue and 4.05% over test year delivery revenues.
This revenue requirement is calculated on total rate base of $140,913,605, as detailed on SPF-
3, and provides for an overall rate of return of 8.02%, shown on SPF-4, consistent with the
testimony of Staff witness Pradip Chattopadhyay.

Briefly describe EnergyNorth’s filing.

Per the terms of the merger settlement agreement approved by the Commission in Order No.
24,777 (2007), EnergyNorth agreed to file a distribution rate case no later than six months

from the closing of the merger, use a test year based on the 12 month period ending with the
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quarter immediately preceding the close, provide customers a synergy savings credit of
$619,000 and use a capital structure composed of 50 percent equity and 50 percent debt. The
debt financing settlement agreement approved by the Commission in Order No. 24,824
(February 29, 2008) set the cost of debt at 7.02% for the rate case. The test year utilized by
EnergyNorth is the twelve months ending June 30, 2007, the 12 months preceding the last
quarter of the close of the merger.

Please describe Staff’s review of the filing.

Staff issued four rounds of discovery, held three substantive technical sessions and performed
a comprehensive audit. In performing its audit, the Commission Audit Staff issued numerous
audit requests, performed on-site visits, issued a draft report, held an audit exit interview with
the Company and issued a final report on September 29, 2008. Staff’s audit finds were
addressed by the Company and EnergyNorth filed revised rate schedules to correct the errors

identified in the audit report and through discovery.

Revenue Requirement

Please explain how Staff’s schedules were developed.

Staff’s schedules begin with the EnergyNorth revised schedules and make adjustments to the
Company’s pro-formed schedules.

Why does Staff begin with EnergyNorth’s revised pro-formed test year schedules?

For the most part, Staff agrees with the pro forma adjustments made by EnergyNorth and
contained in the revised schedules. EnergyNorth corrected a number of mistakes identified in
the audit report and through the discovery process. The Company’s testimony and schedules

accurately describe and account for those corrections. Therefore, Staff’s testimony and
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schedules only addresses adjustments beyond those the Company and Staff have already
agreed on.

What areas were adjusted and what was the basis for those adjustments?

Staff adjusted the return on equity as recommended and explained by Mr. Chattopadhyay.
Rate base was adjusted to eliminate non-investor funded items and to reduce the working
capital allowance as recommended and explained by Staff witness George McCluskey.
Expenses were adjusted to eliminate non-recurring items, eliminate test year expenses that
should have been excluded per the terms of Commission approved settlement agreements,
reflect known and measurable changes in the 12 months following the test year and adjust for

enhanced collections costs intended to reduce the Company’s bad debt expense.

Rate Base Adjustments

Q.

A.

What are Staff’s rate base adjustments?

Staff has eliminated the following items from EnergyNorth’s updated proposed rate base of
$149,651,960: customer deposits, interest on customer deposits, non-interest bearing
construction-work-in-progress (CWIP) and gas jobs in progress. In addition, the cash
working capital allowance has been reduced to reflect the recommendations of Mr.
McCluskey and the Deferred Income Taxes have been increased to reflect the

recommendations of Mr. Cunningham. Rate Base adjustments are as follows:

Customer Deposits ($180,305)
Interest on Customer Deposits ($51,661)
Non-interest Bearing CWIP ($4,510,701)
Gas Jobs in Progress ($1,414,912)
Cash Working Capital Allowance ($2.580,776)

Total ($8,738,355)

What is Staff’s rate base recommendation?

5
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$140,913,605.

Why did EnergyNorth include customer deposits and interest in rate base?

The Company claims that customer deposits and interest on earned on those deposits are
borne by shareholders. Although the Company does not elaborate as to how customer
deposits are a cost borne by shareholders, it does state that interest earned on those deposits is
paid by the Company and that expense has not been reflected in the revenue requirement. See
Attachment SPF-5 (Staff DR 3-71 & 4-6).

Why should customer deposits and interest on customer deposits be excluded?

Customer deposits is cash deposited with the Company by customers as security for payment
of service and do not require an investment by shareholders. Customer deposits can either be
deposited in an interest bearing account or used to finance Company operations. If invested
in an interest bearing account, the interest earned and paid does not come from Company
investors. If used to fund Company operations, the interest earned and paid represents
carrying costs that the Company would not have incurred absent the customer deposits.
What is the amount of customer deposits and interest on customer deposits that you
recommend be removed from rate base?

$180,305 and $51,661, respectively. Since Staff does not have the monthly balances for these
accounts, Staff calculated the test year average using quarterly balances. See Attachment
SPF-3 (p.1).

Why does the Company include non-interest bearing CWIP in rate base?

The plant that makes up “non-interest bearing CWIP” is purchased equipment or construction
projects of short duration and low cost that did not accrue AFUDC (allowance for funds used

during construction). EnergyNorth asserts that all of the plant in the “non-interest bearing
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CWIP” account during the test year is now in service, and therefore inclusion of this amount
in rates is consistent with the anti-CWIP statute, RSA 378:30-a. See Attachment SPF-6
(Staff DR 1-24 & 4-6).
Why should non-interest bearing CWIP be excluded from rate base?
New Hampshire’s anti-CWIP statute, RSA 378:30-a, states:
“Public utility rates or charges shall not in any manner be based on the cost of construction
work in progress. All costs of construction work in progress, including, but not limited to,
any costs associated with constructing, owning, maintaining or financing construction work in
progress, shall not be included in a utility’s rate base nor be allowed as an expense for rate
making purposes until, and not before, said construction project is actually providing service
to customers.”
This statute absolutely prohibits all construction work in progress from being included in rate
base regardless of whether it is interest bearing or non-interest bearing. Nevertheless, the
statute does provide that a construction project can be included in rate base when it is actually
providing service to customers. In addition, RSA 378: 28 provides in part:
“The commission shall not include in permanent rates any return on any plant, equipment, or
capital improvement which has not first been found by the commission to be prudent, used,
and useful.” See also RSA 378:27.
Reading these two statutes together, it is evident that the costs of construction work in
progress must be excluded from rate base until such time as the construction work has been
completed and the construction project has been placed in service, 1.e., it has become used and
useful in serving the public.

The Commission’s longstanding ratemaking practice of the use of a 13-month average

rate base is consistent with the two statutes under which known and measurable changes in

rate base occurring after the test year are excluded from rate base for purposes of establishing
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new rates.1 This practice recognizes that the impact on the revenue requirement due to
capital investments beyond the test year cannot be reasonably determined. There can be a
considerable lag between the time when new plant is installed and related sales growth or cost
savings are realized. A new main or system upgrade that makes gas available to more
customers is likely to increase sales over a number of years. Likewise, cast iron and bare steel
replacements are unlikely to reduce operation and maintenance expenses in the near term but
could do so over the long run as the number and severity of the leaks go down. Therefore,
regardless of whether or not the “non-interest bearing CWIP”’ was placed in service during the
12 months following the test year, it should not be included in rate base.

What is the amount of non-interest bearing CWIP removed from rate base?
$4,510,701.

Why does EnergyNorth include “gas jobs in progress” in rate base?

For the same reasons it included “non-interest bearing CWIP.” What distinguishes “gas jobs
in progress” from “non-interest bearing CWIP” is that the “gas jobs in progress” are projects
that are to be reimbursed by a governmental agency. See Attachment SPF-7 (Staff DR 4-7).
Why should “gas jobs in progress” be excluded from rate base?

For the same reasons that apply to “non-interest bearing CWIP.” In addition, other than
carrying charges pending reimbursement, those projects are not funded by investors but by
government agencies.

What is the amount of “gas jobs in progress” removed from rate base?

$1,414912.

What is the amount of the reduction to the working capital allowance?

1 This is to be contrasted with the Commission’s practice of allowing recovery of known and measurable changes in
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$2,580,776, the adjustment recommended in Mr. McCluskey’s testimony regarding the

lead/lag on delivery costs and revenues.

Expense Adjustments

Q.

A.

What are Staff’s expense adjustments?

Staff has decreased the expenses to remove advertising and promotional expenses, reduce
health and medical expenses, eliminate test year expenses for work performed in two dockets
that the Company agreed not to seek recovery of, reduce the bad debt expense, reduce the
costs to implement an enhanced collection policy, and reduce the pension and OPEB expense
and depreciation expense as recommended and explained by Staff witness James

Cunningham. Expense adjustments are as follows:

Advertising & Promotional ($778,317)
Health & Medical ($81,669)
Financing & Thermal Billing ($114,226)
Bad Debt ($477,451)
Enhanced Collection Policy ($283,071)
Pension & OPEB ($336,646)
Depreciation ($2,194,792)

Please explain the advertising and promotional expense.

During the test year EnergyNorth ran incentive programs designed to increase oil to natural
gas conversions, such as providing free gas-fired boilers and other conversion equipment to
commercial and industrial customers. See Attachment SPF-8 (OCA DR 2-15(m)).

Why did EnergyNorth include those advertising and promotional expenses in
calculating its revenune requirement?

EnergyNorth cites Puc 510.03(a)(7) which allows for recovery of advertising if “consistent

expenses occurring during the 12 months following the end of the test year.

S
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with the utility’s approved integrated resource plan,” claiming that implicit in the Company’s
growth forecast contained in its most recently filed IRP is an assumed level of promotional
advertising designed to drive growth in various customer markets. See Attachment SPF-9
(Tech Session DR 1-39).

Do Commission rules allow for full recovery of advertising costs consistent with a
utility’s IRP?

No, Puc 510.03(d) states “no more than 50% if costs provided for in a utility’s IRP shall be
borne by ratepayers.” This rule allows limited recovery of costs but only for costs provided
for in a utility’s IRP approved by the Commission.

Are the advertising and promotional programs in EnergyNorth’s IRP?

Nowhere in EnergyNorth’s IRP filed in Docket No. 06-105 is there a description of
advertising and promotional programs and the role those programs play in developing the
demand forecast. In addition, the Commission has not yet ruled on the adequacy of the IRP in
the pending docket.

Are there other reasons the incentive program should be discontinued?

Yes. The Commission does not normally encourage ratepayer-funded competition regarding
the use of one energy source over another and giving away free equipment to convert
customers does that. For example, in the Concord Steam Corporation 2007-2008 cost of
energy proceeding, Docket No. 07-098, Staff was informed that Concord Steam had recently
lost a large customer, the Pleasant View Nursing Home, to EnergyNorth because
EnergyNorth paid the Nursing Home’s capital costs to convert from steam service to natural
gas. Customers and potential customers benefit from having multiple energy options but an

incentive program that favors one energy source over another may not be in the public interest

10



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

and should be looked at closely. EnergyNorth may eventually fully recover the capital costs
associated with converting the Nursing Home from revenues associated with the Nursing
Home, but in the short term that cost is being recovered from other customers and Concord
Steam customers are paying higher rates as a result of the conversion.

Another reason the program should be discontinued is the significant discrepancy
between oil and gas prices that now exists, obviating the need for company financed
incentives for customers to convert from oil to gas. At the 2008-2009 winter cost of gas
preceding, Docket DG 08-106, company witness Theodore Poe testified there has been a large
increase in service requests:

Q. Okay. With a large disparity between fuel oil and natural gas pricing during this past
spring and summer, did the Company experience above average customer conversions from
fuel oil to natural gas heating systems?

A. (Poe) Yes, it did. Indeed we did an above-average amount of conversion requests.
What amount of the advertising and promotional expenses do you recommend be
removed?

The incentive program test year expenses totaled $685,317 and other advertising expenses
totaling approximately $93,000 were identified as test year expenses included in the IRP, a
total of $778,317. In Staff’s view, the question of whether those expenses were implicit in the
IRP and, therefore 50% of such costs is permissible for recovery per the Commission rule, is
rendered moot because incentive program should be discontinued for the reasons cited above
and the Company should be able to achieve a comparable number of conversions without the
incentives and the incentive program favors one energy option over another.

Please explain the health and medical expense adjustment.

EnergyNorth’s revenue requirement includes a pro forma adjustment increasing the Health
and Hospitalization expense $206,116 to reflect the increase in that expense for the period

11
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January 1, 2008 through December 1, 2008. The increase in Health and Hospitalization based
on the 12 months following the test year, July 1, 2007 through June 30, 2008 is $124,447.
Staff’s pro forma adjustment decreases the Health and Hospitalization expense to remove the
increased costs associated with the period beyond the 12 months following the test year. See
Attachment SPF-10 (OCA DR 1-13).

What is the amount of Health and Hospitalization adjustment?

An expense reduction of $81,669.

Explain the adjustment to remove expenses related to the financing and thermal billing
proceedings.

The settlement agreements approved by the Commission in Order No. 24,824 (February 29,
2008) in Docket No. DG 06-122 (financing) and Order No. 24,752 (May 25, 2007) in Docket
No. DG 06-154 (thermal billing) expressly preclude EnergyNorth from seeking recovery of
those costs from rate payers. EnergyNorth’s revised revenue requirement reduces test year
expenses to remove outside legal costs related to those dockets but made no adjustment for
incremental O&M costs related to those dockets. Staff has reduced test year expenses to
eliminate O&M expenses that would not have been charged EnergyNorth absent those
dockets.

Why did EnergyNorth only reduce expenses for outside legal costs?

EnergyNorth explained that all other work related to that docket was performed by in-house
personnel.

Was all other work related to those dockets performed by in-house personnel?

Yes, if in-house personnel is considered both EnergyNorth and service company employees.

How is service company employee labor charged to EnergyNorth?

12
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In most cases service company employee time is not direct charged to EnergyNorth but is
allocated on a three part formula and, therefore, labor charges are not tied to the actual hours
spent working on specific EnergyNorth assignments. Work done on the financing and
thermal billing dockets would have had no impact on test year expenses for employees whose
labor is charged through the three part formula, as the employee time and wages are not one
of the components of the formula.

Did any of the service company employees who worked on those dockets direct charge
their labor to EnergyNorth?

Yes, in-house counsel direct charges his work hours to EnergyNorth. Consequently, the
charge for his time spent on the financing and thermal billing dockets increased service
company charges to EnergyNorth.

Did in-house counsel play a large role in those dockets?

Yes, particularly in the thermal billing investigation where he headed up the investigation and
prepared the final report.

Why did EnergyNorth not make an adjustment to test year expenses for his time?
EnergyNorth explained that it was very difficult to determine what the additional test year
charges would have been. In-house counsel charges no more than 40 hours per week and that
time is charged directly to the company he works for but is not assigned by docket. Ifhe
spent 80 hours working on numerous EnergyNorth dockets in a one week period, the charge
to EnergyNorth would be for 40 hours of labor and overheads with no breakdown as to which
dockets were worked on. EnergyNorth is obligated to observe the terms of the settlement
agreements, which would necessarily include the obligation to account for the time of its in-

house counsel spent on these dockets since this time represents a cost incurred in connection
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with the dockets to be excluded from rate recovery. Accordingly, the Company may not
properly rely on the alleged difficulty of determining what the additional test year charges
would have been as an excuse for not providing an estimate of the time spent or a reason for
not reducing the revenue requirement.

How did Staff determine the additional test year charge for work on those dockets?
Based on the test year expenses for outside counsel involved in these dockets Staff estimated
the hours spent by outside counsel and used that as a basis for determining the test year hours
and expenses related to in-house counsel’s time on those dockets. Staff assumed five hours of
in-house counsel time for each hour of out-side counsel.

How did Staff arrive at a 5:1 ratio for in-house/outside counsel hours?

Both the financing and thermal billing dockets were lengthy proceedings that required a great
deal of discovery and investigation. Order No. 24,752, approving the settlement agreement in
the thermal billing docket states (p. 8):

“The Company’s investigation was conducted by its senior counsel, Thomas P. O’Neill. He
reviewed the following records: available gas control records related to gas measurement
equipment at the Company’s production facilities in New Hampshire, gas supply integration
team notes from the KeySpan Corporation/EnergyNorth merger, revenue neutral rate redesign
backup on billing determinants, Form E-6 reports, gas control records related to the Btu
content of gas received from the Tennessee Gas Pipeline Company and Dracut,
Massachusetts, and bills for an individual customer for calendar years 1999, 2000, and 2001.
Based on this review and interviews with Company personnel, the Company was able to
satisfy itself that the thermal factors had been based on the “wet” method through May 24,
2001

In-house counsel is employed for cost efficiency and convenience and is utilized accordingly.
Based on the record in the thermal billing docket, a 5:1 ratio seems a reasonable
approximation.

What is the amount of the adjustment to remove expenses related to the financing and

thermal billing proceedings?
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Using applicable wages and labor burden for the period, Staff calculated additional test year
charges of $114,226.

Please explain Staff’s adjustment to the bad debt expense.

Staff filed testimony in Docket No. DG 07-050, stating that the Company’s bad debt expense
is extremely high compared to other New Hampshire utilities as a result of poor collection
practices and recommends only limited recovery of those expenses. Staff asks that the
Commission take administrative notice of the record in DG 07-050 and Staff incorporates its
testimony in DG 07-050 in this docket. Staff’s position has not changed. Consistent with
Staff’s recommendation in DG 07-050, Staff has reduced the bad debt expense to 1.54% of
revenues (delivery revenues).

What is EnergyNorth’s proposed bad debt percentage and annual expense?

2.54% of total revenues for an annual expense of $4,593,826.

What is Staff’s proposed bad debt percentage and annual expense?

1.54% of total revenues for an annual expense of $2,785,233.

What is the amount of the reduction in bad debt expense?

The amount of the reduction in bad debt expense related to delivery revenues is $477,451.
What is the enhanced collection policy?

As required in the partial settlement approved by the Commission in Order No. in DG 07-050,
EnergyNorth filed a written plan setting forth its proposed collections process on a going-
forward basis (enhanced collection policy). The settlement allows for prudently incurred,
annualized incremental costs of the collections process described in the plan to be recoverable
through rates set in the base rate case. The Company estimated the cost to implement the plan

to be $566,141, reflected in a pro forma adjustment to expenses. See Attachment SPF-11
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(Staff DR 1-64).

Why is Staff reducing the expenses related to the enhanced collection policy?
EnergyNorth hired 7 new employees following the test year to implement an emergency
response plan designed to meet the response standards established in the merger settlement.
Those new employees do more than simply respond to gas odor calls, as only 13% of their
time is spent on response duties and 80% of their time is spent on metering-oriented services.
See Attachment SPF-12 (DR Tech 1-7).

The availability of these additional employees to perform the metering services and
other duties described in the enhanced collection plan does not appear to have been taken into
account. The enhanced plan is designed to improve test year collection activities, which do
not reflect the work being performed by these new employees, although the annualized cost of
the new employees ($1,154,907) has been included elsewhere in the revenue requirement
calculated by the Company. It is unclear whether the productive use of these new employees
on collection-related activities is enough to achieve the goals of the enhanced collection plan
without further costs, but it is reasonable to assume these additional employees can, and may
already be, performing a good deal of that work.

In addition, a substantial amount of the enhanced collection policy costs are one time
and/or capital expenses which should not be included in the revenue requirement. See
Attachment SPF-13 (Staff DR 2-26 & Tech 1-6).

Staff has removed one half of the proposed enhanced collections policy expense to
reflect collection activities being performed by the new employees and to eliminate non-
recurring and capital costs included in the expense.

What is the amount of the reduction to the enhanced collection policy cost?

16



10

11

12

13

14

15

16

17

18

19

20

21

22

23

A. $283,071 (3566,141 x 50%).
Q. What is the amount of the pension and OPEB expense and depreciation expense reduction

as recommended by Mr. Cunningham?

A. $336,646.

Proposed Tariff Changes

Q. Does Staff support the proposed increase in the returned check fee?

A. Yes. Increasing the returned check fee from $5 to $15 better reflects the Company’s cost to
process a returned check and appropriately charges the customers responsible for the cost.
Does Staff support the proposed change in the penalty for unauthorized usage?
Yes. EnergyNorth’s tariff p. 51, “Supply & Capacity Shortage Allocation Policy” contains a
penalty clause that allows the Company to charge $1.50 above the regular rates if a customer
takes more than its allocated volumes. The current penalty of $1.50 is outdated, as it does not
reflect the increased cost and volatility of natural gas prices. The proposed penalty, five times
the daily index (the mid-point of a range of natural gas prices as published by Gas Daily) is
the same penalty imposed by the Tennessee Gas Pipeline (TGP) on its customers for
unauthorized usage. TGP is EnergyNorth’s primary pipeline supplier and an EnergyNorth
customer exceeding allocated volumes could cause EnergyNorth to exceed its allocation on
TGP. The proposed penalty reflects the industry standard, allows EnergyNorth to fully
recover penalty costs from the customer(s) responsible the cost and uses an index that will
reflect natural gas prices at the time of the unauthorized taking.

Q. Does Staff have any concerns regarding the elimination of 280 day and interruptible

sales service?
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Yes. Customers migrating from 280 day and interruptible sales service increase peak demand
requirements and these customers are relieved of the necessity of maintaining alternative fuel
capability. This has a twofold impact: 1) EnergyNorth may be forced to incur additional costs
to reinforce its distribution system and/or acquire additional peaking capacity, such as
entering a 20 year contract with TGP for additional capacity at a cost of over $4 million per
year and 2) curtailment plans may have to be modified as the ability to switch those customers
to an alternative energy supply in a curtailment situation may no longer exist. The issue of
whether 280 day and interruptible sales service should be eliminated would be more
appropriately addressed in EnergyNorth’s next IRP filing, where demand responses are
weighed against the cost of additional peaking supplies and curtailment costs.

Does Staff support the elimination of the 280 day and interruptible transportation
service agreements as attachments to the tariff?

Staff recommends approval, as the agreements are duplicative of the provisions of the tariff.
Why did EnergyNorth propose changing the line extension policy?

Ms. Leary testified that the proposal is significantly simplifies the existing policy, as the
current policy requires revisiting each job for which a contribution is required after 12 months
to determine if actual costs and margins differ from those used to determine the contribution
and revisit each of those jobs any time a new customer is added to the main extension to
determine if the original customer is entitled to a refund. Ms. Leary also states that in many
cases the particular circumstances of a job may not justify the free installation of the initial
80-feet of service line. She adds that applying a discounted cash flow (DCF)2 methodology

to all requests for service will ensure that the investment is not being subsidized by other

2 Discounted cash flow analysis compares the revenue and cost streams on a net present value basis using a chosen
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customers and that it is comparable to other investment opportunities available to the
Company.

Does Staff support the proposed changes to the service and main extension policy?

No. While the policy may simplify the Company’s evaluation of line extension requests, it is
a far more complicated policy. Also, the proposed policy is more variable and restrictive than
the existing policy, and is inherently unfair.

How it the proposed extension policy more variable?

The Company would determine the rate of return it would require to provide service to new
customers, even for those customers on existing mains, and that rate of return could be
changed at any time at the Company’s discretion.

How is the proposed extension policy more restrictive?

Currently, potential customers within 100 feet of an existing main (meter located within 80
feet of the property line) are provided service without any connection charge. The proposed
policy would eliminate that provision and all new customers would be subject to the revenue
test and, potentially, a contribution requirement.

How is the proposed policy more complicated?

Under the existing extension policy, if four years of revenue (customer and delivery charges)
related to the requested extension exceed the construction cost, no customer contribution is
required. On the other hand, if capital costs exceed four years of revenues, the customer
requesting the extension must make up the difference before EnergyNorth will begin
construction.

The proposed policy uses a DCF methodology allows the Company to determine the

discount rate over the useful life of the investment.
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discount rate and includes much more than just construction costs in its cost stream. Costs
included in the Company’s DCF model, some of which may not be appropriate for use in
evaluating the investment decision, are depreciation, deferred taxes, property taxes, income
taxes, O&M, bad debt, insurance and marketing.

How is the proposed policy unfair?

It is unfair in several respects. First, a customer who is expected to provide a rate of return
that equals or exceeds what the Company has determined to be a fair and reasonable return
could be denied service if that return does not satisfy the internal rate of return the Company
is seeking. Second, actual revenues and costs could be different from those used to determine
a required contribution and there would be no reconciliation and contribution adjustment
under the proposed policy. Third, a customer who partially funds a line extension would not
be reimbursed from new customers connecting to that extension. Not only would the funding
customer not be reimbursed for his contribution based on the increased revenue the line would
be generating, but also the new customer would be free riders, not having to contribute to the
cost of the line extension.

Does Staff have any other concerns with the proposed extension policy?

Yes. Staffis concerned with comments filed by a residential customer who requested service
and was told that the Company is not interested in extending its pipeline anywhere in New
Hampshire at this time. See Attachment SPF-14. That statement would be consistent with
EnergyNorth’s shift in priorities from investing in growth to non-growth projects as reflected
in EnergyNorth’s historical capital expenditures for the years 2001 through 2007, which show
a steady shift from growth to non-growth projects, with investments in growth projects

declining steadily from 67% in 2001 to 30% in 2007. See Attachment SPF-15 (DR Tech 1-
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1). That statement is also consistent with the Company’s goal set forth in EnergyNorth’s

(now National Grid NH’s) Capital Approval Policy, which states on p.1:
“The overall goal of the process is to optimize investment decisions that support
KeySpan’s strategic direction and contribute to increased shareholder value. To
accomplish this object, the policy establishes authorized levels required to initiate an
investment and defines a standard project evaluation methodology that must be
followed to ensure that investments across the organization are reviewed on a
consistent basis.” See Attachment SPF-16 (DR Tech 2-18).

Staff is concerned that National Grid NH would prefer to invest other jurisdictions where a

higher rate of return could be achieved and may limit investments in New Hampshire

regardless of whether or not EnergyNorth investments are able earn a fair and reasonable

return as determined by the Commission, as the contribution required from New Hampshire to

achieve the desired return could be prohibitive. Staff is also concerned that EnergyNorth may

be evaluating projects based on company-wide corporate standards, rather than pursuant to

tariff.

Is the Company achieving its allowed rate of return on main extensions?

Close to it. Using the Company’s proposed DCF methodology adjusted to more accurately

reflect revenues and expense over the life of the investment to determine a rate of return on

2007 line extensions for both residential and non-residential customers, the corﬁbined return is

approximately 10.38%. See Attachment SPF-17 (DR Tech 2-20).

What is Staff’s recommendation regarding the line extension policy?

At the conclusion of the rate case a docket should be opened to address whether the current

policy should be modified, and if so, how. Staff also intends to audit EnergyNorth’s

execution of the current line extension policy to ensure the Company is evaluating service

requests pursuant to the tariff, rather than company-wide corporate standards.
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Pension and OPEB Reconciliation Mechanism

Please describe the Company’s proposed Pension/OPEB reconciliation mechanism.
EnergyNorth is requesting that the Commission authorize specific deferral accounting
treatment, a reconciling mechanism, and the collection of deferred pension and OPEB
expenses through the Company’s local distribution adjustment charge (LDAC). Under the
proposal, the test year amount would be included in base rates, subject to a reconciling
mechanism included in the LDAC. See O’Shaughnessy direct testimony, p.15.
What is the rationale for implementation of a pension/OPEB reconciling mechanism?
Mr. Stavropoulos testified (p. 14):
“Similar to the commodity cost of gas, the calculation of pension and OPEB
contribution and expense under the rules of the Financial Accounting Standards Board
produces a highly volatile result from year to year which is essentially outside the
control of the Company. The company’s proposed reconciliation mechanism will
allow the Company to recover its pension costs incurred in providing service to
customers, and benefit customers by ensuring that an inappropriately high level of
pension and OPEB expense is not locked into base rates.”
What is Staff’s recommendation regarding the proposed mechanism?
The pension/OPEB reconciliation mechanism should not be approved. The Commission
should continue its policy of treating pension and OPEB expense the same as all other
expenses included in EnergyNorth’s cost of service used in setting delivery rates. It is a long
standing Commission policy applied to all other New Hampshire utilities. Staff’s view of the
mechanism proposed by EnergyNorth is consistent with its position in Unitil Energy Systems’
last base rate case, DE 05-178. See pre-filed direct testimony of Steve Mullen dated June 9,
2006, incorporated by reference herein.

Are the pension and OPEB costs similar to the commodity cost of gas?

Pension and OPEB costs are insignificant when compared to gas costs. Thus test year gas
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costs total over $135 million compared to test year pension and OPEB expense of less than $3
million. A slight change in gas costs will have a significant impact on rates and justifies a
reconciling Cost of Gas mechanism, whereas the same cannot be said of annual pension and
OPEB costs.

Are Pension and OPEB costs volatile?

On a year to year basis, possibly, but a review of the annual EnergyNorth pension and OPEB
expenses provided by the Company in response to tech response 1-31 reveals that the test year
pension and OPEB expense is only 12% from the average expense for the prior five years.
See Attachment SPF-18. Although five years is not a very long time horizon, the results
indicate that pension and OPEB expenses are less volatile than indicated by simply looking at
year to year changes.

Are pension and OPEB expense outside the Company’s control?

Yes and no. There are large economic forces beyond the company’s control, such as equity
markets, tax law changes and changes in financial accounting standards which a utility is
required to implement, but the Company does retain a certain amount of control regarding he
level of pension expense to be recognized and cash contributions to be made. Actuarial
studies on behalf of the Company provided by outside consultants are used in determining
pension expense and in conducting the valuation the actuary relies on personnel, plan design
and asset information supplied by the Company. In addition, the plan’s design and projected
salary increases are factors clearly within the Company’s control.

How might implementing such a mechanism impact the Company’s allowed return on
equity?

Implementing the mechanism would enable the Company to more easily achieve its allowed
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return on equity, as it would eliminate the risk of not being able to fully recover pension and
OPEB expenses.

Do you have any other concerns regarding potential future implications if the
mechanism is approved?

There is the concern that approving the mechanism will encourage requests for a similar
mechanism on other expenses a utility may deem ““volatile” or “out of its control.” Approving
the proposed mechanism could well put the Commission in the position of having to address
any number of such proposals.

Does that conclude your testimony?

Yes.
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ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
Revenue Requirement

Rate Base Proposed

Rate of Retum

Income Required

Adjusted Net Operating Income
Deficiency

Tax Effect

Revenue Deficiency

Percent Increase - Base Revenues

Revenue Deficiency
Test Year Base Revenues

Percent Increase

Percent Increase - Total Revenues

Revenue Deficiency
Test Year Base Revenues

Percent Increase

Reference

Attachment SPF-1
p. 1 ofl

Pro Forma

SPF-2

SPF-3

SPF-4

EN 2-2 p. 1 (margin)

EN 2-2 p. 1 (revenue)

140,913,605

8.02%

11,294,225

10,302,185

992,040

1.6814

1,667,996

1,667,996
41,180,957

4.05%

1,667,996
176,520,190

0.94%




Operating Revenues

Operation & Maintenance Expenses
Staff Adjustments
Advertising & Promotional
Health & Medical
Financing & Thermal Billing
Bad Debt

Enhanced Collection Policy
Pension & OPEB (Cunningham 10/31/08)

Depreciation
Amortization & Cost of Removal

Taxes Other Than Income Taxes

Total Operating Revenue Deductions

Operating Income Before Federal Income Taxes
State Income Taxes
Federal Income Taxes

Total Income Taxes

Operating Income After Federal & State Income '1

Attachment SPF-2

p.1of 3
EnergyNorth EnergyNorth Staff
Proposed Proposed Proforma Staff
As Filed As Updated (1) Adjustments Recommended
180,859,301 180,891,373 180,891,373
159,649,786 159,628,012 157,556,632
(778,317)
(81,669)
(114,226)
(477,451)
(283,071)
(336,646)
7,770,701 7,785,504 5,590,712
(2,194,792)
3,812,960 3,805,181 3,805,181
171,233,447 171,218,697 (4,266,172) 166,952,525
9,625,854 9,672,676 4,266,172 13,938,848
378,300 377,462 385,317 762,779
1,425,300 1,422,145 1,451,738 2,873,883
1,803,600 1,799,607 1,837,056 3,636,663
7,822,254 7,873,069 2,429,116 10,302,185

(1) Update schedules provided Staff & OCA but not formally filed as of 10/31/08, see Attachment SPF-



Attachment SPF-2

p.20f3
ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
Bad Debt Expense
Calculation of Bad Debt Expense for Delivery Rates
Test Year Delivery Revenues (EN 2-2 p. 1 Pro Forma Margin) 47,745,070
EnergyNorth Bad Debt Percentage 2.54%
Staft Bad Debt Percentage 1.54%
-1.00%

Bad Debt Adjustment for Delivery Rates (477,451)



Attachment SPF-2

p.30of 3
ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
State & Federal Income Tax Computation - Utility Operations
Calculation of State Income Tax
Operating Income Before Income Taxes & Interest Charges 13,938,848
Interest Deduction (See note below) 4,964,973
Operating Income Before Taxes (p. 1) 8,973,875
State Income Tax (tax rate 8.5%) 762,779
Income Subject to Federal Income Tax (income less state tax) 8,211,095
Federal Income Tax (tax rate 35%) 2,873,883
Total Federal & State Taxes 3,636,663
Note: Calculation of Interest Deduciton
Rate Base Proposed 141,452,227
Long Term Debt 3.51%

Interest Deduction 4,964,973



Attachement SPF-3

p. lofé6
ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
Average Rate Base
Total Noninterest Interest on (Total)
Gas Plant Bearing Customer Customer Reserve tor Net Utility
In Service CWIP (2) Deposits Deposits Depreciation (1) Plant Service
June 2006 256,048,074 - (178,864) (78,809) (86,895,808) 168,894,593
July 258,529,222 - (178,364) (78,809} (87,389,034) 170,882,515
August 257,400,623 - (178,864) (78,309) (87,957,995) 169,184,955
September 259,664,652 - (167,269) (80,114) (88,427,685) 170,989,584
October 260,247,367 - (167,269) (80,114) (89,000,314) 170,999,669
November 261,925,597 - (167,269) (80,114) (89,286,828) 172,391,385
December 263,405,591 - (166,240) (27,125) (89,611,827) 173,600,399
January 266,516,831 - (166,240) (27,125) (90,109,657) 176,213,810
February 266,808,496 - (166,240) (27,125) (90,748,792} 175,866,339
March 266,789,959 - (199,168) (28,571) (91,360,626) 175,201,594
April 266,554,819 - (199,168) (28,571) (91,868,166) 174,458,914
May 266,542,565 - (199,168) (28,571) (92,438,371) 173,876,455
June 2007 270,444,136 - (236,932) (30,960) (92,523,376) 177,652,868
Subtotal 3,420,877,933 - (2,371,555) (674,817) (1,167,618,479) 2,250,213,082
Less:
1/2 June 06 128,024,037 - (89,432) (39,405) (43,447,904) 84,447,297
172 June 07 135,222,068 - (118,466) (15,480) (46,261,688) 88,826,434
263,246,105 - (207,898) (54.,885) (89.709,592) 173,273,731
Total 3,157,631,827 - (2,163,657) (619,933) (1,077,908,887) 2,076,939,351
Average (Total + 12) 263,135,986 - (180,305) (51,661) (89,825,741) 173,078,279
Property Base Adjustments (p. 2) (38,291,271
Adjusted Property Base 134,787,008
Working Capital (p. 5) 6,144,829
Kaunas Circle Propane Tank Removal (Updated EN Schedules) (18,232)
Average Rate Base 140,913,605

(1) Includes:
(a) Includes Asset Retirement Obligation in Account 254 - other deferred credits - averaging ($782) thousand.
(b} Includes Contributions in aid of construction - averaging ($387) thousand.

(2) EnergyNorth non-interest bearing CWIP average rate base of $4,510,701 removed




Attachment SPF-3

p-20f6
ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
Summary of Property Base Adjustments
Amount
Average Balance of:
Unamortized Deferred Assets - Other (p. 3) 2,755,876
Deferred Income Taxes (p. 4) (41,047,147)

Net Property Base Adjustment (38,291,271)




June 2006
July
August
September
October
November
December
January
February
March
April

May

June 2007

Less:

1/2 June 06
1/2 June 07

Total

Average (Total + 12)

Attachment SPF-3

p-30of 6
ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
Unamortized Deferred Assets - Other
Gas jobs in
FAS-109 Progress (1) Other Total
2,745,991 - 8,063 2,754,054
2,745,991 - 11,678 2,757,669
2,745,991 - 11,735 2,757,726
2,745,991 - 11,790 2,757,781
2,745,991 y 11,848 2,757,839
2,745,991 - 11,876 2,757,867
2,745,991 - 8,404 2,754,395
2,745,991 - 8,463 2,754,454
2,745,991 - 8,517 2,754,508
2,745,991 - 8,576 2,754,567
2,745,991 - 8,634 2,754,625
2,745,991 - 8,695 2,754,686
2,745,991 - 8,754 2,754,745
35,697,883 - 127,032 35,824,915
1,372,996 - 4,032 1,377,027
1,372,996 - 4,377 1,377,372
2,745,991 - 8,409 2,754,400
32,951,892 - 118,624 33,070,516
2,745,991 y 9,885 2,755,876

(1) EnergyNorth Gas Jobs in Progress average of $1,414,912 removed.



Attachment SPF-3

p. 4of6
ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
Deferred Income Taxes
New Hampshire
Federal (1) State (2) Total

June 2006 (33,054,827) (7,716,648) (40,771,474)
July (33,201,648) (7,755,616) (40,957,265)
August (33,102,172) (7,729,214) (40,831,386)
September (32,956,219) (7,698,599) (40,654,819)
October (32,526,622) (7,584,577) (40,111,199)
November (33,466,616) (7,621,295) (41,087,911)
December (34,396,302) (7,055,822) (41,452,124)
January (34,157,083) (6,992,329) (41,149,413)
February (34,925,357) (7,196,242) (42,121,599)
March (33,872,741) (6,924,983) (40,797,724)
April (34,484,713) (7,087,412) (41,572,125)
May (34,761,122) (7,160,775) (41,921,898)
June 2007 (32,494,176) (6,550,964) (39,045,141)
Subtotal (437,399,599) (95,074,478) (532,474,077)

Less:
1/2 June 06 (16,527,413) (3,858,324) (20,385,737)
1/2 June 07 (16,247,088) (3,275,482) (19,522,570)

(32,774,502) (7,133,806)

Total (404,625,097) (87,940,672) (492,565,769)
Average (Total ~ 12) (33,718,758) (7,328,389) (41,047,147)

(1) Includes deferred investment tax credit averaging ($612) thousand.
(2) Includes rate case deferred of ($2.789) million.



Attachment SPF-3

p-Sof6
ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
Working Capital
Amount
Prepayments 155,604
Cash Working Capital (1) 5,989,225

Total Working Capital 6,144,829




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

Cash Working Capital Allowance

Delivery - Cash Working Capital Allowance

Supply - Cash Working Capital Allowance

Total Cash Working Capital Allowance

Staff Working Capital Adjustment for Delivery Rates

Adjusted Working Capital Allowance

Attachment SPF-3

p.-6of6
EnergyNorth EnergyNorth
(Gobles) (McCluskey)
4,127,997 1,547,221
4,442,004 3,713,586
8,570,001 5,260,807
(2,580,776)
5,989,225




Attachment SPF-4
p. 10f1

ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
Overall Rate of Return
For Ratemaking Purposes

Weighted
Component  Component Cost Average Cost
Item Ratio (%) Rate(%) Rate (%)
Common Stock ' 50% 9.01% 4.51%
Long Term Debt 50% 7.02% 3.51%
Short Term Debt *
Total 100% 8.02%

1) Debt to equity ratio of 50:50 approve in merger docket DG 06-107, Order 24,777 (July 12, 2007)

2) 7.02% weighted cost of debt approved in financing docket DG 06-122, Order 24,824 (February 29, 2008)
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ATTACHMENT SPF-5
(Staff DR 3-71 & 4-6)
p.20f?2

ENERCGYNORTH NATLHAL GAS, TNC.
D/B:A NATIONAL GRID NI
DG OE-00Y

Hational Grid NH's Responses t¢

Szaff Set 4
ule Reczest Receivex]: Gotober 7, 2008 Duate of Resprmser Gerober 17, 2008
Reyuest No, Sicll 44 Witness: Jobn € Shanghnessy

REQGTEST:

RESPONSE:

Ref StafT DR 3-71 Atenchrenl: please explein kow “customner deposits’ and
‘acerued intecest on custiuner doporits' ate cases barne by the sharcholder and hiw
temnving il from rate base in the Hling provides ranpuyers with two cosl
rexluctions, '

Customer deposits gom inlercst, which is puid by the Company but has not heen
incluled in opemling expenscs fur purpuses of determining the Compeny's revenve
nejuiremcnt, Recanse the ingeresl expensc is not included &8 an operaking cxponse,
wmov:ng cuslomer depexits ind acgned nteresl oo costomer deposits fiom rafe
base wirtoer insloding an wljustmcnt fir (he inlcrest expeose assecisted with these
“tems i Operstion and Maintenanue eapenss would huve ihe offoct of providing a
duablc benefit e tolepayars, :



ATTACHMENT SPF-6
(Staff DR 1-24 & 4-6)
p. 1 of2

EMERGYNORLIH NALURAL GAS, INC.
DB A NATIONAL (GIRIL NH
T DR-D0Y

Natienal Grid MU Regpanse Lo
STAFK Set ]

Date Request Reeoived: Mayv 1) 2008 Drate of Responsy WMay 21, 2008
Reyuest Mo Slall 1-24 Wilnesn Joha 1) Shanghnessy
REQUTFST: Talibit TN 2-4 ngludes non-interest beaving CWTP Invale hase.

Tr lhhl el WTT s anl-CWTF staiiwle, ' case explain how recovers o)
CWIP s elminated (rom tke proposed 1evenus pedsirement.

RESPOMSE: e plant thae i ncluded in the non-interest beariae Cw !
aceaunt s purchased oyuipmaent or censeruction prajeets of shor
vt amil b cast hat did nal acerue ATUTHC while The projec
was umlel construction. Al al the plant "'nthar accoun during 1he
test vear 1s 1ow in service. and cherefo e iclusion of this amount
in rarcs is consistent itk the anti-ClWwLP suatute,



ATTACHMENT SPF-6
(Staff DR 1-24 & 4-6)
p.-20f2

ENLERCYNORTH NATLRAL GAS, TNC.
DB:A NATIONAL GRID NI{
G 03009

National Grid NH's Respimsies te

Saff Sot 4
MNule Rewpreat Received: Ootober 7, 2008 Dute of Resprmser Oetober 17, 2008
Reyuest No, Siell' 445 Witness: John (°Shanphaessy

RECGIRST: Ref StafT DR 3-T1 Ateschreenl: please explein kow “cistomner depasits’ and
‘ascruci interest on customer doposits’ are ¢ases borae by he sharcholder and hiw
gemnaving it fromy rule base in the Aling provides ratupuyers with two cosl
rexluctions. '

RESPONSE: Custemer deposgits enn inlercet, which ts puid oy the Compawy but has not heen
mnelwled 1o oporaling expenscs for purpuscs of determining the Compeny's revenne
requirement, Recavse the inweresl expensc is nod sucluded a8 an operating CXpease.
Lemoving cuslomct deposits und acanied interexl oo customer deposits from rate
base witkont jnsluding an adjustascat For (he intorest oxpense assecizted with these
et Oparbon and Malotonanee expensc would have the offoct of providing a
donblc benofil i tolepavans. '



ATTACHMENT SPF-7
(Staff DR 4-7)
p.1ofl

FNERGYNOQRTH NATURAT GAS, TNC.
BiBA NATIONAL GRID NEH
DG 0%-00%

Mational Grid IWH s Responscs wo

Staff Set 4
Dinte Requent Rece'vesl: Ocloher 7, 2008 Dale ol Resprnse: Outobers 17, 2008
Reguest No. Swil4-7 Witness: Jokn OFShaoyghnesgy

REQUES]:

PHSPONSE:

Hef Statf DR 3-71 Attachimcat; how dogs ‘eas joms in proaress' ditfer from oon-
interest beartug Construction Woik in Frogress? Is iv the samg rationals for
including 'gug Jobs in prayress’ s non-nderest besrng CWTP' in rate bruse?

The ratiopale for including gas_obs in progress in rawe base is similac bul wot
ilentical ra the vatimmale for ing uding nom-interest e ng CAWIE, In both cascs,
the cuitu] invasiment of #soe relates W prajects {that are now in service (i.c., used
and wselv]), and therelore the investment i properly included in rate base. Gis Jobs
in propress arc accounted for i their owm account bocause a reimbursement from a
governmental sgeney remnrinad cutstanding at the time the caay was booked. A
project that war hiniked us 4 gax fob I progress: codld he anc thar wag aheady in
service whe il was booxed, bul ihe vulslanding retmliwrsgsnenl ansount
navatheless causad the Company to book the project 43 Saing "in propress™.
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Response:

ATTACHMENT SPF-8
(OCA DR 2-15 (m))
p. lof'1

Rc pr. B, ' Sales-Advertising Txp,™ “Ineeptive Proprams — Qiber ™ and
“Incentive Proprairs  LFree Boiler.”  Please caplain these ncentive
pragrams andd whether they incrcosed the Campuny's revenoe requiremnet
hy $685317. :

Inccutive Propramws  Other included m Sales Advertising Expanse consist
primanily of TTeating Conversion, Coinmercial!Tmdasirizl Free Fyuipment
and Cash Rehale prayrame desipned to nereass ofl to nameal gas
couversions. Lisenlive Prugrame — Fres Botlas is auciber program
dezignad fo Incrcase convarsicos L nelusa] gas by oftfoing to provide fico
gax hoiler squipmens, These O&cM expenses are included in the
Company’s rév e reyuitement.



ATTACHMENT SPF-9
(Tech DR 1-39)
p. lofl

ENERCGYNORTL NATURAT. GAR, INC.
LrBrA NATIONAL GRID NIT
G U-004

TECH SESSION

Nale Request Regeved: Tuly 25,2008 Date of Response: Septomber 4, 2008
Request Na. Tech i-3% Witness: folm O’Shaughncssy

REQUESL:

RKESPONSE:

Referencs OCA 2-13(m) and (n}. Please explain the ralionale e

eluding these expenses 1n {he revenuc requirement in lighl ob the Puu ch.
510 rules. :

Pus 310,05 {237} allews the Company 1o imclude tn ils revenue
requirement promotional activitics whicl arc consistent with Qe utili y’s
sppenvid integraled resonmee plan (*TRPY), kmplicis in the Company’s
orowth furevast congmed it TRP 14 an asxiumad Teval of prometional
advertising designed o drive prowih in variows custorner markets,
Therefore. such promotional adeoitising activitics are oansistent with the
Company s IRT and prperly recoveorahle ju ratces,



ATTACHMENT SPF-10
(OCA DR 1-13)
p.1of2

ERFRGYBOKIH NATURAL GAY, LIWC
LVBIA DNATIONAL GRID NH
T35 DR-DNG

Natienal Grd MI's Respanse Lo
OCA-Sea ]

Diate Request Reveived: M 12008 Drate of Response May 212003
Reyuesl o (A (-1 Wilnesa  Tohn () Shaughnessy
RTOUTST: R Tanbil TN 2-2-2 p3- 1 and] Workpuper-Tochibi] TN 2-2-2. puac:

COI42. Thw pa fomng sttt Tar TTealth ansl TTesspitalisalion 3
based on the perlod Jasuary 1. 2558 hrough December 31, 2205,
Uleaze calealzre the pro torma adjuzanen, for the 12 montks
Folloedimr chetest wawr Ju y L2007 through Juae 58 2m and
provide worsaapirs

RESTONST The pra forma adivsiment (o 1he 12 manths ialinwi g he 1260 vear
would be $124.447, See atcached workpapers.



ATTACHMENT SPF-10
(OCA DR 1-13) p. 2 of 2
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Tite Riquest Reesived: May ([ 208
Reyuest Mo Slall | -64

ERERGYDNONTIH MALLIRAL GAY, INC,

DVBA NATIONAL GIIL NH
[pISHEEMEL

Nadienal Grad MI's Regpanse Lo

SUAEFK Re ]

ATTACHMENT SPF-11

Dhgre of Response: May 200 200k
Wilaess: Cary Bennelt

(Staff DR 1-64)
p. lof 2

REQUEST:

REQLKS I

el R R T v LS LR SR LR R

-

12
13
14
15
16
17

18
19
20
21

Ulease cxplain the difference in the added colleetion cost of

SH2 A58 used ' the Aling und revised eyl of $644 078 Whi
cost wiere changgold or akkal. Plesse idenby swhore lose codls are

corainad in the filiag.

An oot vk clseoversd i Artachmont GE-1 paue 4 of S,

A

muyltipler v goplicd to the wreng ol in Fxeel (ing 3 vy Ting 1),
Below ix The convected caleululion The allecled il points e
lines 3 and 4. This reduces Ihe [ield cosis (rom F339.0585 o
S4BT L1 and total coses frem $644,07% to 5500,141. 1he answers
to the above ruestions are belesw the Corrected Field Costs,

Carected Fi=id Costs tor Visits and Heccnnects
Taotal I-cremental Jobs
Incrarwintul = wld Colledlioe Employes Labior
lneremen ¢l Ficld Gollgclicn Employee Labior Burdeny
Non-Lahor Costs
Total I-cremental Field Cellestion Sosts
Teotul Turnens
Incremenlal "Recornect® Ficld Empleyce LeLor
Inzremental ' Keronnest Field Emaloyee Labor Burder
MNon-Labor Costs
Total Irurementsl Fivld "Racennuct” Custs
Tolal = cld Cellecliors Cosl

Comact Senter Costs for accounts Teminaled
Call Carder Costs

Namber of Locks

Calls 2er Lock

Total Zalls

Cost pa Call

Sub - Tolal Call Genler Cagl

Cantact Senter Costs for accounts Noticed bt not Terminated

Incier e tsl Visils

Reguired Increase in Tem Notices
Rasolutian Hate tor |ermn Molices
Increrental Sccounts Resnlved

5,793
$112,7684
3115 437
574,998
3305 199
1,288
558,504
560914
537.49%
$157.517
3421118

1472
30
4,418
57.70
534,000

5,788
11,388
bl
5,783



ATTACHMENT SPF-11
(Staff DR 1-64)
p.20f2



DM D -0
Response 1o Staff 101
Page 2 0l2

2 Calls 2er accounl Reselve| 15
23 Increraenlal Talls e Reselve Accounls 5,897
24 Cost perCall ST.70
25 Suh - Tolal Call Canler Cost SE45 967
25 Total Tall Curter Cost $10D 2656

Cost of Sending Incremental Notices.

27 ncier el Narices 11,580
26 Cosl por Naliceo 50.35
289 Total Nolicing Cosl [Facilitics) 4,058
30 Grand Toial Cosd $5E4,141

MlFng and reeised cesl of $644.078 Cabacoguently revised Lo
5566,141 per above] swas due Lo:

1, S127 00K wes primacly due te the calulation of the IR
requiremems nelod for the phvstzal reeonmest (ture o (ines -
19 above)  The origingl caleuligion swisunced the nurmher ol
“recanneets” i e B8 jalis when i reality the numher al
subsequent requests tor turn on atter tarn off for non paywent (s
calenlated 1o be 1,398, Lhe differense in the mumber of jobs is duc
ha fau thal &8 vhes gustoniers Thi wernes cmmesd ot for man-payment,
a nereen gge ol hese sustormerss vl reguiedt T on alier thoy e
their bill.  ‘There eaisls another percenlage ol sow custamers LUt
request turm on al tese prenuses that was not inchwled i e
arigi-al ealoularion tline &-T0 abawe)

a2, {512.63%) due 1o Tisser Loy vale assurned Jor FTE ko ool ections
{1e 2 and 3 above)
3 S22 due to higher cost acr call from $6owzall o $7. Taecall

irne 16 il 24 ghove)),




ATTACHMENT SPF-12
(Tech DR 1-7)
p.1of2

ENERGYNORTH NATUEAL GAs, INC.
DiBA NATIONAL GRID KNH
DG A-009

TECIL EESSION

Thite Reyuest Recedved: Juby 75, 2008 Dare of Response: August 14, 2008
Rexjuest No. Tech -7 Witness: S.ae Cleck

HEQUEST: [’leose ser foith the Junclicms performad by the noramental 6 FIE’s hived
10 cnhance performance in responss Lo gas odor gal)s W accordauce with
the mayger scrtlement for the mast receat aia month paniod, Februmry
through July 2008, ’

RESPONSE: The workioad is shown in the whie belivw. Addstional detail is provided in
Atraclment Tech 1.7,

NH [ncremental FTE's - Woklend
Dreinil
Total

Culyzmry Jaks FCT
[ DigSafe 6] 0.35%

Titking N 7 L

Meter Resdimes A 29 0.64%
1 Meter Qrivred Services igM S0.19Y%

bmergeiky o SRN 12.81%

Crand Toinl 4527 103.039%

It is important oo kot il these six individuals were added to
ensure that the Ceanpany had vhe copacity 10 respond w emergencies.
‘Specifically, by wlding them to the cxisting workforee, e Compuny wa-
uble 1o increase vivernge on nighe aud wockend shitts, As was discussed
duitng the werger provesdings, while the b of croargencics is
relative’y low, the additional slalfing wus needed ¢ achieve the agread
upel responsc rimes at all hewrs. Therelone, during periods when ne
cmergeneics are called . all shifl erapliaes are engaged it wiher
produetive worle that can be interrupted such a5 metec-oriented wirk, uo
that Lthey Lun be yuickly redeploved when an emergency call is recelved.



ATTACHMENT SPF-12
(Tech DR 1-7)
p.20f2

AlUazrenl’lect -7

Awil [ he -l Vs |- (B Merony Ghidiht
= . o [ S 1 C] A0 Ay [Weim Ghigubg | 3riv vz L5219
: 1 VLIt CRankad Serveac Pege1nlt
107 3k 32 3 Thwant 18 B < ©1] 29 ‘tér Cinicd Seey
12 Shar - Than 18 P - \etmr Cinenind Yory
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ATTACHMENT SPF-13
(Staff DR 2-26 & Tech 1-6)
p. 1 of2

FNERGY NORTH NATUIAL GAS, INC.
DBANATIONAL GRID NH

DG us.qug
Natimal Grnd ¥H's Rospouscs to
Staff Set 2
Late Request Reecived: June 13, 2008 Due vl Resprnse: Tuly 1], 2008
Request No. Staif 2-26 Winsess: (ury Dennett

REQULST: Rel. respunse o Staft | -a4. What commiscs Neu-Labor Cosls (L 4
and 0)? Please Guseribe vach cornpunent xad caleulste the pereeneage total
neu-lapar cost. How olien are ava-labor cusls culvulated? Please provide
the applicable monthly Non-Labor Costs far July 2004 threugh May 2008,

ESPOMSE: Nop-labor coses ave based un w comhination of ene ime posts agd
recurring / replacamen: coste, The nen fabor cosls wre not tracked an a
n:orthly basis. on laber costs arc calenlated annnally as part ol he
budgeting process. Helow ropresents the detal wsed 1n calevdating the
neu-labor costs

['nnls for Fack Rep FOA00 | B
“Vehick Costand Gasolne & Maintenarize | $ 20,000 53Y.
Unilorms and Salely Shors $  G0D 2%

[ Personal Protoctive Equipment $ & 22
Call Phares & M saallaneous Supplies 1.3 2000 5%
MNT Termina! $ o5.000 | 18% |

_Flame lonization Equipment 3 5000 13Y
Combuskble Gas Irdicato: $ 2,000 a%
Total Won Labor Costs par Yech $237409 | 100%




ATTACHMENT SPF-13
(Staff DR 2-26 & Tech 1-6)
p.20f2

ENERGYNORTH NATURAL GAS, INC.
DyBA NATIONAL GRID K1

DG H-IyY
TRCH SESSION
Darc Request Received: haly 235, 2008 Mt T Resqurmese: Angust 1d, 2008
Reguest Mo, fech 16 "Winess: Cary Benuert

REQIEST: Hefer o S=ff 2-26 and 2-64, Please idexify caca of the ene-lime sty
shovarn tm Those responscs.

RESPONSE: Non-labor costs ave based ou w combioativn vl one Lime coats and
: recurring/replacomient costs, The oo Jalkn custs we nel tracketl on oy
morthly hasis. Non Jabor costs ame calenlated anonally cs pacl ol the
budising privicess. Below reprosents e detai] used in caloulasing the
nea-lavor costs!

Tools far Each Rep 1 S 2049 | B i nllocate to inilial aliotiet of fools than
O/&M (73%) and  reRCUMAC MIBCE ANEQUS SUDRIES
Capltal (27%5) SuUch a8 rags, balleriex. soap, ool
raplacemen: BIC.

Wehicle Cost and Gascline & § 20006 | 53% AluLutod lu 1 Recurring Marihly
Mailerznce Q&M (?3%}and |
| Covitet @7y |
Uriforms and Safety Shoes % 6CO0 | 2% Alloculed lu Or.e tima inifial uni‘crm snd ther

CEM {TA%} and | Araual Unifoer anid Safely Shoe
Capilal (27%) Aliotmeni

Pereonal Proective Equinment | 0 800 | 2% Allacaied Lo Oric Tima Purchesa taen manthly
Q&M {F3%) and | dezaning ‘&

S A | Capital (279%) .

Cell Phones & Miscellsnsaus 3 2000 | 5% Alocated te Ona lime cost lo purchazse phans

SLgplies GEM {73%) and | then ~onthly fee.
L. | Copital {234%)

MODT Terminsl I H0ud | 138 Caplal Dne tima Purchase

Flare lonization Equisnicil § 5000 [13% Capital ane ime purchase B
| CombusLble Gas [Meicaior $ 2,000 "%, Capital One dme Purchase

Total Nen Laber Costs per £27.499 | 100% +

Tech




ATTACHMENT SPF-14

Deborah Wegehoft
2 Juniper Drive
Amherst, NH 03031
phone: (603) 672-2833
email: wegehoft@wormstar.com

Debra A. Howland

Executive Director and Secretary

New Hampshire Public Utilities Commission
21 S. Fruit St, Suite 10

Concord NH 03301

Meredith A. Hatfield
Consumer Advocate — NHPUC

July 25, 2008

RE: DG 08-009, ENNI/National Grid — Technical Session

Dear Ms Howland and Ms. Hatfield:

| understand that DG 08-009 technical sessions are for the NHPUC and National Grid to discuss
natural gas rate increases.

However, | have a related issue | would like the New Hampshire Public Utilities Commission to
consider during this session. | apologize for the late notification.

Bartlett Common is a subdivision adjoining our property in Amherst, NH and they have natural gas.
Because Bartlett Common is so close, | decided to look into converting our home at 2 Juniper Drive
from fuel oil to natural gas. Why? Natural gas is less than half the cost of fuel oil; it's much cleaner,;
and no maore deliveries or oil tanks.

National Grid (formerly Keyspan) was running a promotion with a $1500 rebate for new customers
converting to natural gas. | went to their website and confirmed that the promotion included Amherst,
New Hampshire.

Between May 2, 2008 and June 25, 2008, | contacted National Grid over twenty times and spoke with
twelve different people about converting our home at 2 Juniper Drive, Amherst, NH, to natural gas.

In the course of these conversations, National Grid wanted to know how many people on Juniper
Drive were interested in converting to natural gas. They would not consider extending the pipeline
unless 4 or 5 of my neighbors provided their names, addresses, and phone numbers, confirming their
interest in natural gas conversion.

in June, | wrote a letter to my neighbors and included a chart with the current costs of fuel in New
Hampshire. There was a great response to my letter. Fourteen of my neighbors provided their
names, addresses, and phone numbers so National Grid would estimate the cost of bringing natural
gas from Josiah Bartlett Road/Amherst Street to Juniper Drive in Amherst.

A week after | faxed the 14 names/addresses to National Grid. one of their field reps, Rick Pelletier.
called me. According to Rick, the pipeline needs to be extended 700 feet to reach our house.
National Grid's estimate is $35.000 just to run the pipeline to 2 Juniper Drive. For the entire road, the
estimate is $250,000 to $300,000. |think these costs are excessive.



ATTACHMENT SPF-15
(Tech DR 1-1)
p-1ofl

THERCYNORTIINATUIR AL GAS, TN,
D/B:A NATHOINAT, GRID NH

DG DR-005
TELCRH SESSION
Date Reguest Recvived; Tuly 23, 200% Datc of Response: August 6, 2008
Roguest Na, Tech -1 Witness: Suc tleck

REQUEST: s the Company asle w provide annual cupilal expenditures frome 1993 {0
2000 broken out by prowth and non-growth? 117w, pleuss pravide.

ERSPONSE: The Compuny does por bave acecss to chis information o its cwirent
lnanuial sysletns. We sre sceessing archived records and will actempt to
wiw Lhexe records Lo ahiain the requested informution,  Tivs procesz will
teke additional Time to complete; a nuppiemental respanse wilt be
subminted if the informat:on iz obtated,

The detailed breakilivwn of capitat expenditures for the pedaod 20101 to
2097 i3 shown in the lable beluw:

: Histatfeal Capitzd Toxpenditures
! WeL-2T
: b1+ I 2 i _2H3 2004 2005 | __ 206 M7

bnl:l(v‘nm‘lh S10,800.961 | 39457334 © BILSASAIR | d6RaAaR0 | §6020774 | 45,035,367 35736715

‘Toral Moo-
Geunth S5,BIE 146 BT A14362  ROEAS,TIE | 347.0520e7 | STEESMITY | NLLMGTTIE R12.353.L68
Total Gl r
and Noo-
firpalh
Capital Y17,648.007 516651690 S2LITILLE | H4800,747 | S13,GR7.221 | S15 113200 1~|9,¢:ﬁ's';-'.\:tj




ATTACHMENT SPF-16
(Tech DR 2-18)

ENERGYRORTH MATURAL GAS, [IC.
DABIA DATIONAL GRID MH
DG as-ga9

Naliamul Grid NH s Respruses K
Nawa Requests 1Tem Fechmical Sexsion #2

Jate Reques: Received: Uctober 6, ZUUX Daie o Wesponie: Quuober 23, 2008
Hequest No, Lol 2-18 Witneis: Suser Jleck

REQUEAT: Plouse provide the Cimmpany's capital policy upim which you telicd in
generaling youn sesurie e Sl 141

HESPOIWSE: Lhe Cowpany relicd upon the atched KewSpan policy in peneraling iis
response to Staft T-41, Asdisonssed by My, DeRosa cuting the Oatober 3,
2008 evhnical sension, the generl policy remuains the wrne unidar
Nutivnad Grid, however, e inlerta) aathorzativos reguiced th d.pprl.?\'l: u
projoct are difforem piven 1he new orpanization.



ATTACHMENT SPF-16
(Tech DR 2-18)

Mg -oue) Guc KL
25 DE-Ga7
Allaclonera Jery 18
b Hape

Capitai Approvai Policy

Froprietany gng Confldensis

EXertve Jagesy L, 2005

dip2atnds Derember 570 20007



ATTACHMENT SPF-16
(Tech DR 2-18)



Eab'e oof Contenss:

Policy:

Exmovrive SUWNARY: L
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PROTED. BPONEIR i« oot r i eem s
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(Tech DR 2-18)

Exacutive Summary:
Toe prupase of 1his polizy s ro estaniish thr Srumewaels for defining, 2l ovating, approving ad
msSIcyng sapialirvastmeits by ihe Terinezs vnite of KeySoo: Curporalive.

cropecty falluwsd, et pulicy should snsure el sepitel vasongsrs . optiza. by acpiaved ol
1. Suppotl ke Compeny's shor end Jong 127 nergves and DUsiusss SatCEIss

2. Majpunn G2 exisyng frestmstizsc of cach business

S Assre aafery eud relighitoe of the svetas

£, Ihvowiae fanfiag for mandaiery progiaws

‘The ovesw) gual of the orocess is tn eptimize irvstccut decigtons that somorl KeySpan's salzgic
direzziian enel vommibue s moesyes! gaetholdor ealoe.

T accgmo'izh tris chjective, the poliey estellishes autkorizajon levels raquired 1o [utiars o
nreestinert aid definee g stadard project evaloahion meinodoleey died aret e followed W ensere
[hat veginerrs fzross The orgasiaalien are reviewed 0 Consistenl Udsix.

JEnis pelicy aprlies to al. wholly owned satsiilisrize it the. fimo includieg KeySpio Seeviees Inc.
und KeySpai. Eucrgy De velopmenl Curparation.

BOTTREN 1 N © Capial Appooval Faliey

ATTACHMENT SPF-16



(Tech DR 2-18)

Resourer Allosation Pricess:
The " Awaj Jlesoues Allncawion Froces:™ s oie vonnpoznenl of the “Tnle: prigs- Pode Punri-g
Troeess,” The A=poal Resouree Allocanim Prosers ealehliabes o upersling el capivs, mvestiet
adpels Ior el D asiuess 57 the cozmerasien fa- e niatning haozas (yzally tive yeezelo The
pruvess, gazouted coucetl), 8831028 Thal a) 2.0t Budzets optiaglly Statibuts oo she avhivvemen
17 he era;u;:,ic ur.d fnanciz! thrgate s27 (or eah busiazes

SI5.

f1.c Annuz” Besacree Allacaion Frovess shaald e the primury procens ke rovis ivistinents (o

e emparalint . Hurdle Rares for such me:or busine:s seginernc engd szndrrdize Tranciud madel
wssorptiong will b digalbefed dociug this pooogey. lnveslizols it atise {0:ing the yoar wil) e
sraluzted 25 D2t of the Incremantal Resmurag Allecalion Piooss: Wt vosars oo & Cuan erly pasis.

Capilal Allacation Ehilesaphy:

Tre allonetiqu of capiial wi)] de wndsrtaken oy twn lavels

L. Qoamaced level, capitel will be =llecated among the Dusiness sl o provide thein widi e

T enaueds RiRCsEALY o 3'1p|j0“l BaySpan's appTdved sTnicggc puons end fineavlel Luoget:. The
Luaew il peafonaice of zooh Lusiness 1cttive W expzerd prrlomumes will be luken o

consiferation. Safety, svsten seliability, 2ad minudeied Teguiterenig sre eritical Toctom thu
st be sonsiceed.

2. (.nu"r.‘c'n iovd, Pr"_l L
‘m-a.nml: rncthnd° NG ks
“sharshokic: vame..

Trash busincis wilt be evalusted 1eeng >tur.u.mhz.bu Lzl
unipti l."‘lﬁ Flld P“CIL tm:d bkt Ly 4.1:511‘{ tu enhanee v ulub-‘llon Ly

“Bipess Voil Finoancial Perfermianes;

Tha Bexiness [lnit Financip! Porfarmansn Review is ke h.-pmn level 3 review o Lhe (_dp:lld.
Allocetan Proccrs.

A p.nr fry focue ol L Losiness ueis iy lhe coatinaous impeevement of finansial poCormancs 9o
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(Tech DR 2-20)

ERNERGYNORTH WMATIIRAL GAS, INC.
DA NATION AL GRIDI NI
NG 08-009

Nalional Grid NI L's Respenscs to
Data Recwess tiom Technical Scesion 42

Date Reques: Recaived: Coraber &, 2008 Date of Rexpunse: Ovtaber 17, 2008
Rugquest Ne. Tech 2-24 Wilness: Susan Flook

REQUESS:  Plesse rerun the analysis provided i 1espasise to Seaff 147w 1-42
based vn Cae Lollewing chanpod inpuss: {at revenee hases] vn lemporary
rutesn; () nazainal oosts instoad of b gtonioal oiuis; (h) reswove bad debe
expeusc, (¢} retmoys marketing excpense; {d) deht servics 2L 20 voars; (d)
wrighted ayempe sarviee life lor bwked depreciation for mains (60
years), services [0 years) und melers {35 vears),

RESPONSE: Iie answer 7 the question is cmtaineed in (he attocluneets Foch 2030 (42)
and Tech 2-20 {42). Adnchment Tech 2-20¢41) covars the re-mm of sl
141 anl allechiment Tecl 2-20042) covars the re-rag of stafl™ [-42, Alse
alached ate the two internal rate of reduwrn models thal developed the
resclts shown in the attachments.
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TECH 22%

Recuasts for Service

Murrsher of Requests
Reculring a Ceatribution

Number of services irslalled

Number of inglalizlions
raquiring @ contribision

Tatset emourt of
Caoninbulors

Tatal Cost of
Inz lzallebvns

Estir 5ted AnnLkal reven uss
mom installaticos

AcClad annual revenues fram
installations received i 2007

MLmber of custnrer
coqlrlbulivn refunds:

Rewirrian Irwestrnoent
on farecasted anrual
[eer ue

(Tech DR 2-20)

Maticnal Grid NH

0OG 08-004
Altachment Tech 2-20
Page 1 of 3

500

48.3

2B

§12,262
$1.598,018
$413,343

51141,728

6.36%
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TEGH 2-20
Stafl Dala Requesl * 42

Requests for Senvice

Ne.mber of Raguesis
Ruyudiiry o Gonlabetion

Numbor of suryives nstalled

ML mbr el instalaticrs
requinng & comipuition

Tatal amaunt af
Conlributions

Total Costof
Instadasions

Esli-ralod ArnJal revenuas
fiom irsfalistions

acival annazl revenuss ram
installzronz recoted n 2007

N rrber of customer
velribulion refunds

Relurn on nvestimend
on forecasied anuel
rCWLT UG

(Tech DR 2-20)

Matlonal Grid NH

DG 08004

Attachment Tech 2-20(b)
Page 1 of 3

166

65

62

7152,402

§1,808.728

$214.75¢

$26B.00¢

13.39%
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Attachment SPF-18

P.10f1
ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
Historical Pension and OPEB Costs
over/(under) Percent Percent
Annual Prior Year Change over/(under) Change
Year Expense Cost (Prior Year) Average Cost (Average)
2003 1,838,061
2004 2,125,062 287,001 15.61% (452,841) -17.57%
2005 3,233,440 1,108,378 52.16% 655,537 25.43%
2006 3,429,161 195,721 6.05% 851,258 33.02%
2007 2,263,793 (1,165,368) -33.98% (314,110) -12.18%
Average 2,577,903 106,433 9.96% : 717%
Test Year 2,893,617 315,714 12.25%

Costs from Attachment to Data Response Tech 1-31.



Attachment SPF-19
p.10of2

ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
EnergyNorth Updated Computation of Revenue Deficiency

Rate Base Proposed

Rate of Return

Income Required

Adjusted Net Operating Income
Deficiency

Tax Effect

Revenue Deficiency

Reference

EN2-4

EN 3-1

EN 2-2-1A

Revised Case
Pro Forma

149,651,959

9.26%

13,857,771

7,873,068

5,984,703

1.6814

10,062,680




ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
EnergyNorth Updated Itemized Adjustments

Operating Revenues
Occupant Billing Issue
Operation & Maintenance Expenses
Field Collections Costs
Pension Burden Adjustment( Audit Issue # 2)
Right of Way and Appraisal Fees (Audit Issue #6)
Dues and Memberships
Reclass of Contributions (miss coding)
Advertising Adjustment (Audit Issue #10 and issue 12)
Propane Conversion (Audit Issue #11)

Legal for Case #

Depreciation
Assel Retirement Obligation (Audit Issue #9)

Amortization
Loss from Disposition of Property
Taxes Other Than Income Taxes
Righ! of Way and Appraisal Fees {(Audit Issue #6}

Paroll Taxes Capitalized

Total Operating Revenue Deductions

Operating Income Before Federal Income Taxes
State Income Taxes
Federal Income Taxes

Total Income Taxes

Operating Income After Federal & State Income Taxes

Rate Base

Rate of Retum

ShortFall

Tax Effect

Revenue Requirement

Attachment SPF-19
p.20f2

As Filed Updates As Updated Revised Case
180,859,301 180,859,301 180,891,373
32,072
159,649,786 159,649,786 159,628,012
123,684
(31,284)
90,437
(19,204)
(19,435)
(79,257)
(35,675)
(51,040)
7,770,701 7,770,701 7,785,504
14,803
3,812,960 3,812,960 3,805,181
(4,873)
(2,906)
171,233,447 171,233,447 (138,434) 171,218,697
9,625,854 9,625,854 138,434 9,672,676
378,300 (4,872) 373,428 4,034 377,462
1,425,300 (18,355) 1,406,945 49,864 1,422,145
1,803,600 (23,227) 1,780,373 53,808 1,799,608
7,822,254 7,845,481 (192,332) 7,873,068
148,037,338 1,632,853 149,670,191 (18,232) 149,651,959
5.28% 5.24% 5.26%
9.26% 9.26% 9.26%
3.98% 4.02% 4.00%
$ 5,886,003 $ 6,013,979 5,984,703
1.68 1.68 1.6814
9,896,726 10,111,904 10,062,680



Attachment SPF-20

Stephen P. Frink
Educational & Professional Experience

Mr. Frink graduated from the University of New Hampshire with a Bachelor of
Arts degree in Sociology in 1977 and a Masters in Business Administration in 1980. He
attended and completed Depreciation Programs sponsored by Depreciation Programs,
Inc. at Grand Rapids, Michigan in 1992, 1993, 1994 and is a member in good standing of
the Society of Depreciation Professionals since 1994.

In 1981, Mr. Frink worked as a High School Math Teacher in Manchester, New
Hampshire.

In 1982, Mr. Frink relocated to Texas and worked as an Auditor for Dallas
County. He audited vartous county departments and performed monthly reconciliations
of various fund accounts.

In 1985, Mr. Frink went to work for Schenley Industries, Inc., a wholesale liquor
distributor located in Dallas, Texas, where he audited national and international
manufacturing plants.

In 1986, Mr. Frink left Schenley to work for the City of Dallas as a
Budget/Financial Analyst, where he prepared and monitored budgets, prepared pro forma
statements, amortization schedules and performed cash flow analysis. He was promoted
to Senior Analyst in 1987.

In 1988, Mr. Frink left the City of Dallas to work for the City of Austin as a
Financial Analyst. There he prepared budgets and fiscal impact statements, developed a
capital projects tracking and monitoring system, and provided training and technical
assistance in the implementation of a new accounting system.

In 1990, Mr. Frink joined the Finance staff of the New Hampshire Public Utilities
Commission. Working as a member of the PUC Audit Team, he conducted or
participated in audits of the books and records of public utilities. He performed desk
audits and determined rates of returns. He prepared schedules and exhibits supporting
testimony in dockets involving rate increases and participated in settlement conferences.
In 1995, Mr. Frink became a full time Analyst for the Finance Department and in 1996
was promoted to a Senior Analyst position, primarily responsible for analyzing and
advising the Commission on issues of depreciation, cost of gas adjustment filings, special
contracts, and finance and rate increase petitions. In 1998, Mr. Frink was promoted to
Assistant Finance Director. As Assistant Finance Director, he assisted in the direction of
all aspects of a department responsible for the audit, analysis and review of public utility
financial operations, including financing, rate cases and various utility studies filings
related to public utility regulation. In 2001, New Hampshire Public Utilities Commission
operations were restructured and Mr. Frink became Assistant Director of the Gas &
Water Division and now administers all aspects of regulation of gas utilities.
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