APPENDIX 2 — KEDNY Revenue Requirement
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KeySpan Energy Delivery of New York
Summary of Staff Adjustments
Twelve Months Ending Decamber 31, 2008
$(000)

Description

Operating Revenues - Appendix 2, Pages 5,6 & 7
Revised sales adjustment

Operation & Maintenance Expenses - Appendix 2, Page 9
Eliminate program enhancement for leak response

Adjust uncollsctible expense for staff adjustments

Eliminate expense for sales promotion enhancement

Reduce customer relations expense

Move gas supply expenses from delivery to commodity recovery
Adjust for updated cost and inflation

Adjust labor for 1% productivity

Adjust non-labor related expenses for 1% productivity

Depreciation - Appendix 2, Page 10
Staff depreciation changes to historic year plant
Staff depreciation changes to rate year plant

Amortizations - Appendix 2, Page 11
Eliminate Property Tax Amortization
Reduce amortization of SIR costs

State & Federal Income Taxes - Appendix 2, Pages 13 & 14
Include Medicare cash proceeds

Adjust for change in depreciation rates and plant

Eliminate property tax amortization

Reduce amortization of SIR costs

Adjust tax depreciation for plant change

Interest Deduction - Appendix 2, Page 15

Adjust the interest deduction for rate base adjustments
Include CWIP in the interest deduction

To reflect Staff's capital structure

Rate Base - Appendix 2, Page 16
Decrease gas plant balance

Decrease reserve for depreciation

Eliminate deferred merger costs

Eliminate deferred SIR costs

Eliminate unamoriized property fax

Adjust deferred taxes for SIR adjustment
Adjust deferred taxes for merger adjustment
Adjust deferred taxes for property tax adjustment
Adjust deferred tax for tax depreciation
Eliminate pre-paid pension expense
Reduce M&S inventory batance

Appendix 2
Page 1 of 21

Amount

3 20,970

(1,850)
(272)
(4,851)
(515)
(13,505)
(15,530)
(1,724)
(1,159)

(22,008)
(5,879)

(5,542)
(6,580)

920
(27,885)
(5,542)
(6,580)
(628)

(123,718)
11,923

(9,831)
12,368
 (4,834)
(90,669)
(36,025)
39,922
2,040
15,862
(6,013)
(88,974)
(800)
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Appendix 2

Page 2 of 21
KeySpan Energy Delivery of New York
Summary of Staff Adjustments
Twelve Months Ending March 31, 2008
$(000)
Description ' Amount
Earnings Base / Capitalization Comparison - Appendix 2, Page 17
Capitalization
Reduce equity for pension earnings 1996 through 2003 30,000
Eliminate intercompany accounts payable/receivable for fuel costs 10,131
Earnings Base
Eliminate pre-paid pension expense (88,874}
Reduce earnings base for non-cash pension & OPEBs (3,884)
Cash Working Capital - Appendix 2, Page 18 ‘
Eliminate pensions from working cash calculation 17,898
Eliminate OPEBs from working cash calculation 21,926

Capital Structure _
Seea Capital Structure, Appendix 2, Page 19
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KeySpan Energy Delivery of New York
Summary of Company Update Adjustments

Twelve Months Ending December 31, 2008
$(000)

Description

Operating Revenues - Appendix 2, Pages §& 6
Revised sales forecast

Revised gas cost forecast

Revenue tax effect of revised forecast

Operation & Maintenance Expénses - Appendix 2, Page 7
Revised gas cost forecast

Update labor for known and measurable changes

Update payroll taxes for labor changes

Update health & hospitalization to new confract

Update OPEBs to latest actuary report

Update pensions to latest actuary report

Update uncollectibles for revenue update

Updated inflation factor

Depreciation - Appendix 2, Page 8

Adjust expense for plant changes

Adjust expense for plant changes

Adjust expense for depreciation reserve deficiency

Amortizations - Appendix 2, Page 9
Adjust for updated property tax deferral balance
Adjust for updated environmentai cost deferral balance

Taxes Other Than Income Taxes - Appendix 2, Page 10
Update real estate taxes for latest known bills. '
Update special franchise taxes for latest known bills.
Adjust gross revenue taxes for revenue update

Adjust franchise-gross revenue taxes for revenue update
Adjust MTA surcharges for revenue update

Correct state unemployment insurance efror

Correct federal unemployment insurance error

Update FICA taxes for payroll update

State & Federal Income Taxes - Appendix 3, Pages 5 & 6
Adjust state taxes for updates changes (see pages 13-15 for details)
Adjust federal taxes for update changes (see pages 13-15 for details)

Rate Base - Appendix 2, Page 14
Decrease gas plant balance

Adjust depreciation reserve for correction and depreciation exp. adjs.

Update deferred SIR expenses for actual costs

Update unamortized property costs for actual tax bills

Updated inflation factor

Adjust deferred income taxes for updates

Adijust cash working capital for O&M changes (detailed on page )

Appendix 2
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Amount

$ (8,961)
(383,035)
(13,155)

(383,035)
126

8

236
(4,748)
(4,132)
(134)

(4)
1
1,938

1,372
(3,229)

785

14,636
(10,586)
(2,237)
(332)
(26)
(10)

1

(992)
(3,499)

(65)
10,825
(20,985)

8,916

478
(924)
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KeySpan Energy Delivery of New York
Summary of Joint Proposal Adjustments
Twelve Months Ending December 31, 2008, 2009, 2010, 2011, and 2012

$(000)
Description

Operating Revenues - Appendix 2, Pages 5 & 6
Revised sales forecast

Operation & Maintenance Expenses - Appendix 2, Page 7
Allowance for leak response program

Increase payroll for 2.8% forecast

Increase for [nflation forecast

Update to latest actual bills, and inflation forecast less 1% produciivity
Adjust uncollectible expense for revenue adjustments

Decrease discretionary programs and adjust for inflation

Overall seitlement productivity adjustment

Remove merger/rate costs and amortize rate case costs over 3 years
Reduce costs for management efficiency programs

Depreciation - Appendix 2, Page 8

Adjust expense for plant changes

Correct staff depreciation adjustment

Adjust expense for depreciation reserve deficiency

- Amoriizations - Appendix 2, Page 9

13s

148
15s

16s

17s
17s

18s
19s
20s
21s
22s
23s

24s
25s

26s

27s
28s

Amortize merger costs over three years®
* Merger amortization is moved fo environmenial amortization after year 3

Adjust property tax amortization refiect a $22.5 million balance reduction
Adjust environmental cost amortization to staff's position

Taxes Other Than Income Taxes - Appendix 2, Page 10
Update real estate/special franchise taxes for latest known bills.

State & Federal Income Taxes - Appendix 2, Pages 5-7
Adjust state taxes for setilement adjs & tax rate change (pgs. 13-15 for detail)
Adjust federal taxes for seftlement adjs (pgs. 13-15 for detall)

Rate Base - Appendix 2, Page 14

Adjust plant for capitalized pension/OPEB and revised forecast
Adjust depreciation reserve for depreciation expense adjustments
Reverse company update adjustment

Adjust property tax deferral balance for $22.5 million reduction
Adjust deferred income taxes for settlement adjustments

Adjust for forecasted changes

Earnings Base / Capitalization Comparison - Appendix 2, Page 15
Reverse staff's adjustment for pension earnings
Reverse staff's adjustment for non-cash pension & OPEBs

Cash Working Capital - Appendix 2, Page 16
Adjust for O&M changes

Reverse staff's adjustment for pensions
Reverse staff's adjustment for OPEBs

Capital Structure
See Capital Structure, Appendix 2, Page 17
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Amount for March 31 year end

2008 2009 2010 2011 2012
$(7,813) $ 5810 $ 8,701 § 8464 § 8,405
1,850
- 1,687 1,734 - -
(243) 156 157 - -
335 534 318 - -
{9,684) 432 441 - -
6,881 (2017 {288) - -
{1,527 (34) (34) - -
(1,735) (3,456) (1,565) - -
823y 3,018 3,548 3,548 3,548
3,205 - - - -
(1,938) - - - -
(8,383) - - - -
2,328 - - - -
3,229 - - - -
(2,478) - - - -
583 (625) (708) (729) (598)
3,839 (2,318) (2,624) (2,800) (2,988)
(30,500) 150,455 134,775 - -
(222) (77,928) (81.478) - -
20,085 - - - -
15,132 (3,700)  (3,700) - .
(19,538 1,107 1,702 - -
- - - 51,934 51,934
(30,000) - - - .
3,864 - - - -
{(17,898) - - - -
(21,926) - - - -
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Long-Term Debt
Customer Deposits

Total Debt

Common Equity
Total Capitalization

Long-Term Debt
Short-Terr_n Debt
Customer Deposits

Total Debt

Common Equity
Total Capitalization

Long-Term Débt
Customer Deposits

Total Debt

Commeaon Equity -
Total Capitalization

KeySpan Energy Delivery of New York

Company Proposed Capital Structure
Twelve Months Ending December 31, 2008, 2009, and 2010

Abpendix 2
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$(000)
WEIGHTED
PRINCIPAL RATIO COST RATE COST
$ 1,040,500 48.70% 6.39% 3.11%
28,173 1.32% 3.00% 0.04%
1,068,673 50.02% 3.15%
1,087,754 49.98% 11.00% 5.50%
$ 2,136,467 100.00% 8.65%
Staff Proposed Capital Structure
Twelve Months Ending December 31, 2008, 2009, and 2010
$(000)
WEIGHTED
PRINCIPAL RATIO COST RATE COST
$ 1,104,340 51.69% 541% 2.80%
90,800 4.25% 5.35% 0.23%
9,828 0.46% 3.65% 0.02%
1,204,967 56.40% 3.04%
931,500 43.60% 8.90% 3.88%
$ 2136467 100.00% 6.92%
Joint Proposal Capital Structure
Twelve Months Ending December 31, 2008, 2008, and 2010
$(000)
WEIGHTED
PRINCIPAL RATIO COST RATE COST
$ 1102417 51.60% 5.76% 2.97%
29,911 1.40% 3.65% 0.05%
1,132,328 53.00% 3.02%
1,004,139 47.00% 9.70% 4.56%
$ 2,136,467 100.00% 7.58%




KeySpan Energy Delivery of New York

Compuiation of Recommended Additional Revenue Reqguirement

Twelve Months Ending December 31, 2008, 2008, and 2010

Average Rate Base
Rate Of Return

Total Return Required
Less Earmed Return

Deficiency in Required Return
Retention Factor*

Authorized Revenue Increase

* Based upon the following:

Szles Revenues
Less: Uncollectibles

Subtotal
Less:
State Income Taxes
Federal Incoma Tax At 35.00%
Retention Factor

Appendix 2

Page 20 of 21
3(000)
Year 1 Year 2 Year 3
$ 1,866,011 $ 1,938,104 $ 1,988,038
7.58% 7.58% 7.58%
141,486 146,800 160,738
123,758 139,304 143,466
17,728 7,496 7,242
58.51% 58.51% 58.51%
$ 30,299 3 12,812 3 12,377
PROOF Base Rates
100.00% $ 30,299
1.48% 448
98.52% 29,850
8.50% 2,576
31.51% 0,546
58.51% 3 17,728
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