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Page 1 of 46
Form 60 Approved
THISFILING 1 OMB No. 1802-0215
OR [J Resubmission No. Expires 02/28/2010

ltem 1: [x] An Initial {Original)
Submission

FERC FINANCIAL REPORT

FERC FORM No. 60: Annual Report
of Centralized Service Companies

This repoit is mandatory under the Public Utility Holding Company Act of 2005, Section 1270,
Section 309 of the Federal Power Act and 18 C.F.R. § 366.23. Failure to report may result in
criminal fines, civil penalties, and other sanclions as provided by law. The Federal Energy

Regulatory Commission does not consider this report to be of a confidential nature.

Year of Report
Dec 31, 2008

Exact Legal Name of Respondent (Company)

KeySpan Utility Services LLC

FERC FORM No. 60 (12-06)
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GENERAL INSTRUCTIONS FOR FILING FERC FORM NO. 60

L Purpose

Form No. 6 is an annual regulatory support requirement under 18 CFR 369.1for centralized service compani¢s. The
report is designed to collect financial information from centralized service companies subject to the jurisdiction of the
Federal Energy Regulatory Commission. The report is considered to be a non-confidential public use form.

II. Who Must Submit
Unless the holding company system is exempted or granted a waiver by Commission rule or order pursuant to §§ 18 CFR
366.3 and 366.4 of this chapter, every centralized service company (see § 367.2) in a holding company system must

prepare and file electronically with the Commission the FERC Form No. 60 then in effect pursuant to the General
Instructions set out in this form.

II. How to Submit

Submit FERC Form Ne. 60 electronically through the Form No. 60 Submission Software. Retain one
copy of each report for your files. For any resubmissions, submit the filing using the Form No. 60
Submission Software inciuding a justification. Respondents must submit the Corporate Officer
Certification electronically.

IV. When to Submit

Submit FERC Form No. 60 according to the filing date contained § 18 CFR 369.1 of the Commission's
regulations.

V. Preparation

Prepare this report in conformity with the Uniform System of Accounts (18 CFR 367) (USof A). Interpret
all accounting words and phrases in accordance with the USof A.

V1. Time Period

This report covers the entire calendar year.

VII. Whole Dallar Usage

Enter in whole numbers (doflars) only, except where otherwise noted. The amounts shown on all supporting pages must
agree with the amounts entered on the statements that they support. When applying thresholds to determine significance
for reporting purposes, use for balance sheet accounts the balances at the end of the current reporting period, and use for
statement of income accounts the current year's amounts.

VIIIL. Accurateness

Complete each question fully and accurately, even if it has been answered in a previous report. Enter the word "None”
where it truly and completely states the fact.

IX. Applicability

For any page(s) that is not applicable to the respondent, enter "NONE," or "Not Applicable" in column (c) on the List of
Schedules, page 2.
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X, Date Format

Enter the month, day, and year for all dates. Use customary abbreviations. The "Resubmission Date” included in the
header of each page is to be completed only for resubmissions (see III. above).

XI. Number Format

Generally, except for certain schedules, all numbers, whether they are expected to be debits or credits, must be reported as
positive. Numbers having a sign that is different from the expected sign must be repoited by use of a minus sign.

XII. Required Entries

Do not make references to reports of previous vears or to other reports instead of required entries, except as specifically
authorized.

XIII. Prior Year References

Wherever (schedule) pages refer to figures from a previous year, the figures reported must be based upon those shown by
the report of the previous year, or an appropriate explanation given as to why the different figures were used.

XIV. Where to Send Comments on Public Reporting Burden

The public reporting burden for the Form No. 60 collection of information is estimated to average 75 hours per response,
including

* the time for reviewing instructions, searching existing data sources,
» gathering and maintaining the data-needed, and
* completing and reviewing the collection of information.

Send comments regarding these burden estimates or any aspect of this collection of information, including suggestions for
reducing burden, to:

Federal Energy Regulatory Commission,
888 First Street NE

Washington, DC 20426

(Attention: Mr. Michae! Miller, ED-33);

And to:

Office of Information and Regulatory Affairs,

Office of Management and Budget, Washington, DC 203503 (Attention: Desk Officer for the Federat
Energy Regulatory Commission),

No person shall be subject to any penalty if any collection of information does not display a valid control number (44
U.8.C. 3512(a)).

DEFINITIONS

L. Respondent -- The person, corporation, or other legal entity in whose behalf the report is made.
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FERC FORM NO. 60
ANNUAL REPORT FOR SERVICE COMPANIES

IDENTIFICATION

01 Exact Legal Name of Respondent
KeySpan Utility Senvices LLC

02 Year of Report
Dee 31, 2008

03 Previous Name (If name changed during the year}

04 Date of Name Change

f/

(5 Address of Principal Office at End of Year
{Street, City, State, Zip Code)

{One Metrotech Center, Brocklyn, NY 11201

06 Name of Contact Person
John O Shaughnessy

07 Title of Contact Person

Director - Service Co. & Acctg. Suppont

08 Address of Centact Person
One Metrotech Center, Brooklyn, NY 11201

09 Telephone Number of Contact Person

(718) 403-2664

10 E-mail Address of Contact Person

John.OShaughnessy@us.ngnd com

11 This Report is:

) An Originzl
(2) [[] A Resubmission

12 Resubmission Date
{Month, Day, Year}

I

13 Date of Incorporation

05/07/1998

14 If Not incorporated, Date of Organization

ri

NEW YORK

15 State or Sovereign Power Under Which Incorporated or Organized

KeySpan Corporation

16 Name of Principal Holding Company Under Which Reperting Company is Organized.

CORPORATE OFFICER CERTIFICATION

The undersigned officer certifies that:

I have examined this report and to the best of my knowledge, information, and belief all statements of fact contained in
this report are correct staternents of the business affairs of the respondent and the financial statements, and other
financial information contained in this report, conform in all material respects to the Uniform Systern of Accounts.

17 Name of Signing Officer

Martin Wheatcroft

18 Title of Signing Officer

Controlterfvice President Acclg. Services

19 Signature of Signing Officer

Martin Wheatcroft

20 Date Signed
(Month, Day. Year)

05/29/2009

FERC FORM NO. 60 (REVISED 12-07}

Page

1
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Page 5 of 46
Name of Respondent This Repert Is: Resubmission Date Year/Period of Report]
Uil jces L {n An Original {Ma, Da, Yr)
KovSpan Tilly Sentees 1H@ (2) [ ]A Resubmission it Dec 31, 2008

List of Schedules and Atcounts

1. Enter in Cotumn (¢} the terms “None” or “Not Applicable” as appropriate, where no information or amounts have been reperied for
certain pages.

Deseription Page Raferenca Remarks

Line @ b) ©
No.

1 | Schedule | - Comparative Balance Sheet 101-102

2 | Schedule [ - Servica Company Property 103

3 | Schedule lli - Accumulated Provision for Depreciation and Amorfization of Service Company Proparty 104

4 | Schedule IV - Investments 105 None
5 | Schedule V - Accounts Receivatle from Associate Companies 106

6 ] Schedufe VI - Fuel Stock Expenses Undistributed 167 None
7 | Schedula VA - Stores Expensa Undistributed 108 None
8 [Schedule VINi - Miscellaneous Cument and Accrued Assels 109 None
9 [ Schedule IX - Miscellaneous Ceferred Oebils 16 None
10 | Schedule X - Research, Davelopment, or Demonstration Expenditures 111

11 [ Scheduie Xi - Proptietary Capital 201

12 | Schedule XIl - Long-Termn Debt 202

13 [ Schedule X! - Current and Accrued Liabilities 203

14 ] Schedute XIV - Motes to Financial Statements 204

15 | Scheduls XV - Companative Ingome Staternent 301-302

16 | Schedule XVI - Analysis of Charges for Service - Associale and Nonassociate Companies 303306

17 | Schedula XVl - Analysis of Billing -~ Associate Companies (Account 457) 307

18 ) Schedule XVIil - Analysis of Billing - Non-Asscciate Companies (Account 458) 308 None
21 | Schedule XIX - Miscelianecus Gereral Expenses - Account 930.2 307

23 | Schedule XX - Qrganization Chart 401
24 | Schedufe XXI - Methods of Allocation 402

FERC FORM NO. 60 (REVISED 12-07) Page 2
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Page 6 of 46
Name of Res';':ondent. '(I'1h)|s R zr; I(sjhriginal Res(lbbcr,r,u[s)sa:‘c)\r}r?ate Year/Perod of Report
KeySpan Utility Services LLC 2) DA Resubmission H Dec 31, 2008
Scheduie | - Comparative Baiance Sheet
1. Give balance sheet of the Company as of December 31 of the current and prior year.
Account Description Reference As of Dec 31 As of Dec 31

Line | Number ()} Page No. Current Prior

No.| @ (©) (@) (e

1 Service Company Property

2 101 iService Company Property 103 Eraaall 574 871

3 101.1 |Property Under Capital Leases 103

4 106 |Completed Construction Mot Classified

5 107 \Construction Wdrk In Progress 103 129,985 7470

[ Total Propesty (Total Of Lings 2-5) 707,698 582,341
7 108 |Less: Accumulatad Provisicn for Depreciation of Service Company Property 104 280,608 212,009
8 111 [Less. Accumulated Provision fer Amertization of Service Company Property

] Net Service Company Property (Total of Lines 6-8) 427,088 370,332
10 Investments i e T 3
11 123 |irvestment In Assaciate Companias 105

12 124  |Other Invastments 105

13 128 |Other Special Funds 105

14 Totat Investments (Total of Lines 11-13)

15 Current And Accrued Assets

16 131 [Cash

17 134 [Working Funds

18 135 |Other Special Deposits

19 136 |Temporary Cash Investments

20 141 INotes Receivable

21 142 |Customer Accounts Receivable

22 143 |Accounts Receivable 78,663 85,835
23 144 jLess: Accumutated Provision fer Uncoliectible Accounts

24 146 [Accounts Receivable From Associate Companies 106 53,619,895 25,224 082
25 152 |Fuel Stock Expenses Undistributed 107

26 154 |Materiais And Suppliag

27 162 [Slores Expense Undistributed 108

28 165 |Prepayments 35,673 2681
29 171 Jinterest And Dividends Receivable

30 |- 172 [Rents Aeceivable

Eal 173 |Accrued Revenues

32 174 IMiscellaneous Current and Accrued Assels

33 175  |Dervative Instrument Assets 109

34 176  |Derivative Instrument Assets ~ Hedges

35 Tolal Current and Accrued Assets {Total of Lings 16-34) 53,734.231 25,336,728
36 Deferred Debits i P

37 181 |Unamortized Debt Expense

38 182.3 [Other Regulatory Assats

39 183  |Preliminany Survey And Investigation Charges

40 184  |Clearing Acoounis

41 185  {Temporary Facilities

42 186  |Misceianeous Deterred Debits

43 188 |Aesearch, Development, or Demonstration Expenditures 110

44 189  [Unamortized loss on reacquired debt 111

45 180 fAccumulated Deferred Income Taxas 12,772,848

45 Total Deferred Debits {Tota! of Lines 37-45) 12,772,848

47 TOTAL ASSETS AND OTHER DEBITS (TOTAL OF LINES 9, 14, 35 and 46) 66,934,167 25,707,060

FERC FORM NO. 60 (REVISED 12-07}

Page 101
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_ Page 7 of 46
Name of Respondent This Report Is: Resubmission Date Year/Period of Repori]
KeySpan Utility Services LLC 1 An Originaf . Mo, Da, Y1) Dec 31, 2008

(2) []A Resubmission H '
Schedule | - Comparative Balance Sheet (continued}
Account Description Reference As 0f Dec 31 As of Dec 31

Line | Number ] Page No. Curment Priar
Ne.| @ {c} {d) (e)
48 Proprietary Capital
49 201 [Common Stack Issued 201 { 2206,362) { 2,206,362
50 204 (Prefered Stock Issued 201
51 211 [Misceflaneous Paid-In-Capital ! 12,640,849
52 215 |Approprated Retained Eamings 201
53 216 JUnappropriated Retained Eamings 201 363,847 249,671
54 219 |Accumulated Other Comprehensive Income ’ 201 { 6.341,369) { 17.650,116)
55 Total Propnetary Capital (Total of Lines 49-54) : 4,456,966 { 19,608,807
56 Long-Term Debt
57 223 |Advances From Associate Companies 202 10,125,957 10,125,957
58 224  |Other Long-Term Debt 202

59 225 {Unamortized Premium cn Long-Temn Debt

60 226  |Less: Unamodized Discount on Long-Temn Debt-Debit
61 Total Lang-Term Debt (Tatal of Linas 57-60) 10,125,957 10,125,957
62 Qther Non-current Lizbilities

63 227  |Obfigations Under Capilal Leases-Nan-cureent
64 | 2282 |Accumulated Provision for Injuries and Damages

65 228.3 |Accumnulated Provision For Pensions and Benefils { 188,558}
65 230 |Asset Retirement Qbligations

67 Total Qther Non-current Liabilities (Total of Lines 63-66) {188,558}
68 Current and Accrued Liabilities 3 =

69 231 |NotesPayable

70 232 jAccounts Payable 1,230,455 2,879,851
71 233 [Notes Payabla to Associate Companies 203

72 234 [Accounts Payable to Associate Companies 203 50,438,376 41,977,001
73 236 [Taxes Accrued 3,190.277 { 137178)
74 237 |Interast Accruad

75 241  |Tax Colleciions Payable 2,030 18,435
76 242 |Miseellaneous Current and Accrued Liabiites 203 3,355,045 2,571,662

77 243 |Obligations Under Capital Leases - Cumrent
78 244 {Derivative Instrument Lizbilities

79 245  [Derivative Insirument Liabiliies - Hedges
80 Total Current and Accrued Liablites (Total of Lines 69-79) 58,216,183 47,369,711
81 Deferred Credits e 2 ,,ﬁ
82 253 |Other Deferred Credits

83 254  |Other Regulatory Liabilities

84 255 |Accumulated Delferred Investment Tax Credits

85 257 |Umamortized Gain on Reacquired Debt

86 282  |Accumutaled deferred income taxes-Cther property

87 283 |Accumulated deferred income taxes-Other ( 5,864,93%) { 11,933,303)

88 Tatad Deferred Credits (Total of Lires 82-67) { 5.864,939) { 11,933,303)

89 TOTAL LIABILITIES AND PROPRIETARY CAPITAL (TOTAL OF LINES 55, 61, 67, 80, AND 88) 66,934,167 25,707,060
FERC FORM NO. 60 (REVISED 12-07) Page 102
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Page 8 of 46
Name of Respondent This Report I5: Resubmission Date | Year/Period of Report
KeySpan Utiiity Services LLC (1) [X]An Original (Mo. Da. Y1) Dec 31, 2008
{2) [ ]A Resubmission ) :
Schedule Il - Service Company Property
1. Provide an explanation of Other Changes recorded in Cotumn (f) considered material in a footnote.
2. Describe each construction work in progress on lines 18 through 30 in Column (b).
Acct Title of Account Batanca a$ Beginning Additions Retirements or Sales Other Changes Balance at End of Year
Line # {b) of Year {d) (e) {fy
No.| @ ) (@
1 130 Organization
2 (308 Miscellaneous Intangible Plant
3 306 Leaseheid Improvements
4 |389 Land and Land Rights
5 390 Structures and Improvemenis
6 [ OHige Fumiture and Equipment 551,956 2,840 554,796
7 [3s2 Transportztion Equiprment
8 (393 Stores equipment
9 |394 Tools, Shop and Garage Equipment
10 |395 Laboratory Equipment
11 (366 Power Operated Equipment
12 1397 Communications Equipment
13 j398 Miscellaneous Eguipment 22915 22515
14 (398 Other Tangible Property
15 [399.1  |[Asset Retirement Costs
18 Total Service Company Property (Total
of Lines 1-15) 574,871 2,840
17 {107 [Construction Work in Progress: iz i
18 Office Furniture & Equipment {DP) 7470 f2.2,515 : 129,985
18
20
21
22
23
24
25 1
26
27 )
28
29
30
N Total Account 107 (Total of Lines 14-30) 122 515 . 129,985
32 Total (Lines 16 and Line 31) 125,355 707 596
FERC FORM NO. 69 (REVISED 12-07) Page 103
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Name of Respondent This Report |s: Res(l.ll"lbmi[s:'siozrl ?ate Year/Period of Report]
N i (1) An Original o, Da, YT,
KeySpan Utility Services LLC 2 L__[A Resubmission I Dec 31, 2008

Schedule Il - Accumulated Provision for Depreciation and Amortization of Service Company Property

1. Provide an expianation of Other Charges in Column {f) considered material in a footnote.

Account Description Balance at Beginning [  Additions Charged Relirements Other Changes Balance at
Line Number of Year To Account Addilio.ns Closa of Year
Mo {c) 403-403.1 (Oeductions)
(@) {b) 404-405 le) U (g)
@
1 (301 Crganizalion
2 1303 IMiscellaneous Intangible Plant
3 |[306 Leasehold Improvements
4 389 Land and Land Rights
5 |390 Structures and Improvements
& [39t Office Fumiture and Equipment 211,689 67.728 79417
7 (392 Transperation Equiprient
8 |393 Stores equipment
9 |394 Tools, Shop and Garage Equipment
10 13585 Lab oratary Equpment -
1 |396 Pawer Operated Equipment ]
12 1397 Cormmunications Equipment
13 (308 Miscellanecus Equipment 1,548 an 2,420
14 1399 Other Tangible Property
15 [398.1  [Asset Retirement Costs (1229 (1229
18 Total 212,009 68,599 250,608
—
FERC FORM NO. 60 (NEW 12-05) Page 104
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Page 10 of 46
Name of Respondent This Report Is: Res{l.&?migsiog l?ate Year/Period of Report]
o ) (1) [X]An Origina! o, Da, Yr
KeySpan Utility Services LLC @ DA Resubmission I Dec 31, 2008
Schedule IV - Investments
1. For other investments {Account 124) and other special funds (Accouni128), in a footnote state each investment separately, with
description including the name of issuing company, number of shares held or principal investment amount.
2. For temporary cash investments {Account 136), list each investment separately in a footnote,
3. Investments less than $50,000 may be grouped, showing the number of items in each group.
Account Tiile of Account Balance at Beginning | Balance at Close of
Line | Number of Year Year
No. {c)
(@ {0 (d)
1 123 Investment In Associate Comparnies
2 (124 Other Invesiments
3 [r28 Other Special Funds
4 1136 Temparary Cash lnvestments
5 (Total of Lines 1-4)
FERC FORM NO. 60 (REVISED 12-07) Page 105
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Name of Respondent Trus Report Is: Res{ﬁénigsio\r‘:rDate Year/Period of Report
KeySpan Utiity Services LLC E;; inRZSS;r::ssion e ) Dec 31, 2008
Schedule V — Aceounts Receivable from Associate Companies
1. List the accounts receivable from each associate company.
2. If the service company has provided accommodation or convenience paymenis for associate companies, provide in a separate
footnote a listing of total paymenis for each associate company.
Account Title of Account Bafance at Beginning of ‘Year Balance a1 Close ol Year
Line| Number {e) @
No. {a) {b)
1 |48 Accounts Receivable From Associate Compantes
2 Associate Company: g &
3 Boston Gas Company 87,195 w”4-i.'-5,1 59
4 Colonial Gas Company 43,519 126,788
5 Energy North Natural Gas, Inc. 23,603 69,950
[ KeySpan Comparate Services LLC 124,937 263,647
7 KeySpan Engineering & Survay, Inc. 855 10,168
8 KeySpan Electric Senvicas LLC 470,507 1,395,475
g KeySpan Generation LLC 7,877,450 6,502,729
10 KeySpan Gas East Corporation 3,099,139 13,502,993
11 The Brookiyn Linien Gas Company 4,443 573 20,298,078
12 KeySpan Ravenswood Sarvicas Corp. { 13,078)
13 KeySpan Corperation 9,066,381 10,901,546
14 KeySpan Energy Trading Services LLC 166
15 KeySpan Energy Services Inc. 348
16 KeySpan Holding Company West { 13,079)
17 Nantucket Electric Gompany 49
18 Massachusetts Electric Company 22,149
19 Niagara Mohawk Power Corp. 47,568
20 Granite State Electric Company 820
21 Narragarselt Gas Campany 5,266
22 Nazrragansett Electric Comparny 8,775
23
24
25
26
27
28
29
0
3
32
33
34
35
36
37
38
g
40 | Total 26,224,082 53,619,895

FERC FORM NO. 60 (REVISED 12-07)

Page 106
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This Report [s: Resubmission Date Year/Period of Report]

- ) () An Original (Mo, Da, Yr)
KeySpan Utility Services LLC 2) DA Resubfmission /i Dec 31, 2008

Name of Respondent

Schedule VI - Fuel Stock Expenses Undistributed

1. List the amount of labor in Column (c) and expenses in Column (d) incumred with respect to fuel stock expenses during the year and

indicate amount attributable to each asscciate company.
2. In a separate footnote, describe in a narrative the fuel functions performed by the service company.

Account Title of Account Labor Expenses Tota!

Linet Number
No. {a) {b) (] {d) {e)

152 Fuel Stock Expenses Undistributed
Asseciate Company:
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FERC FORM NO. 60 (REVISED 12-07) Page 107
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This Report Is: Res(uﬁ)migsio& [)Jate Year/Pericd of Repor

-, ) {1} [X}An OQriginal o, Da, ¥r
|

KeySpan Utility Services LLC 2 DA Resubmission 1y Dec 31, 2008

Name of Respondent

Schedule VIl - Stores Expense Undistributed

1. List the amount of labor in Column (¢) and expenses in Column {d) incurred with respect to stores expense during the year and
indicate amount atiributable to each associate company.

Account Title of Account Labor Expenses Total
Line| Mumber

No. @) () ) (d (e}

163 Stores Expense Undistributed
Associate Cornpany:

None
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FERC FORM NO. 60 (REVISED 12-07) Page 108
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Page 14 of 46
Name of Respondent This Report Is: Res(lﬁmigsiog Date |} Yeas/Period of Report)
4 , (1) An Original o, Da, Yr)
KeySpan Utility Services LLC (2) [T]A Resubmission /1 Dec 31, 2008

Schedule VIl - Miscellaneous Curren.t and Accrued Assets

1. Provide detail of items in this account. ltems less than $50,000 may be grouped, showing the number of items in each group.

Line

Account
Number
(a)

Title of Account

)

174

Miscellaneous Current and Accrued Assets

Item List:

Nare

Balance at Beginning of Year
&)

Balance at Close of Year
)

Djw| Nl M|

Total

FERC FORM NQ. 60 (REVISED 12-07)
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Name of Respondant This Report Is: Res(l.ruvlt:migsio\r} I;}ate Year/Period of Repo
- . {1y [X]An Original o, Da, Yr
KeySpan Uttlity Sefvices LLC ) DA Resubmission N, Dec 31, 2008

Schedule IX - Miscellaneous Deferred Debits

1. Provide detail of iterns in this account. fems less than $50,000 may be grouped, showing the number of items in each group.

Line
No.

Ascount
Number

(a)

Tille of Account

(b)

Balance at Beginning of Year

Miscellaneous Deferred Debils

Items List:

Balarce ai Close of Year

(d)
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FERC FORM NO. 80 (REVISED 12-07)
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Name of Respondent
KeySpan Ulility Services LLC

This Report Is:
4)] An Original
{2) []A Resubmission

Resubmission Date
{Mo, Da, Yr)

)

Year/Period of Report|

Dec 31, 2008

Schedule X - Research, Development, or Demonstration Expenditures

1. Describe each maternial research, development, or demonstration project that incurred costs by the service corporation during the
year. ltems less than $50,000 may be grouped, showing the number of items in each group.

Line
No.

Account
Number
(@

Title of Acgount

o

188

Research, Devefopment, or Demonstratien Expenditures

Project List:

Gas Research, Development or Demenstration Expenditures

Amaunt

]

Electne Research, Development or Demensiration Expenditures

Amount Billed to Associated Companies

( 3.755,335)
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Page 17 of 46
Name of Respondent This Report is: Resubmission Date | Year of Report
(1) X An Original {Mo, Da, Y1}
KeySpan Utility Services LLC {2) __ A Resubmission I 2008
FOOTNOTE DATA
iSchedule Page: 111 _LineNo.:3 _Column: c
Gas Research, Development or Demonstration Expenditures
Gas R&D - End Use
Distributed Generation 2,399
Gas R&D - Millenniem Fund
Gas Network Maintenance 656,155
Reliability and Safety Project 244,699
Miscellaneous Projects 762,668
Gas R&D - Operation Network
Miscellaneous Projects 119,785
SUB-TOTAL 1,785,706
Total amount billed to associated companies are listed below:
The Brooklyn Union Gas Company (1,117,679}
KeySpan Gas East Corporation (668,027)
TOTAL -
(Schedule Page: 111 Line No.: 4 Column: ¢
Electric Research, Development, or Demonstration Expenditures
Clean Energy
Installation and Demonstration of Combined Heat and Power and Fuel Cell System 200,000
Connected Energy Communications 68,090
Distributed Generation Renewable Consultant - ancillary services to support Clean Erergy Projects 104,862
Installation of a 45-50KW PV System - Suffolk County Forensic building 55,000
Clean Energy Misceltaneous Expenses - 10 items 139,980
567,932
Electric Operations
Short Range System Peak Load Forecasting 55,500
Electric Operations Miscellancous Expenses - 9 ftems 88,302
143,802
Electric Production
Development of Science-Based Regulations for Cooling Water Intake Structures (CWIS) and Discharges
at Power Plants and [ndustrial Facilities 71,679
Installation of Newly Designed Clutch from SSS that is Self-Shifting and Long-Lasting 53,398
Production Miscellaneous Expense - 14 items 234,642
359,719
[FERC FORM NO. 60 (NEW 12-05) Footnotes 1 1
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FOOTNOTE DATA
Other RD&D Initiatives
Evaluation of Technologies over the Horizon
598,196
RD&D of Advanced Technologies for Use in the Utility Industry
250,000
Miscellaneous Expenses - All Other RD&D Initiatives
50,000
898,196
SUB-TOTAL 1,969,649
Total amount billed to associated companies are listed below:
KeySpan Electric Services LLC (750,333)
KeySpan Generation Services LLC (371,120
Boston Gas Company (211,340}
Colonial Gas Company (49,247)
Energy North Natural Gas, Inc. (27,540}
The Brooklyn Union Gas Company (347,327)
KeySpan Gas East Cotporation (212,742)
TOTAL -
i
[ FERC FORM NO. 60 {NEW 12-05) Footnotes.2 ]
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Schedule Xl - Proprietary Capital

1. For miscellanecus paid-in capital (Account 211) and appropriate retained eamings (Account 215), dlassify amounts in each account,
with a brief explanation, disclosing the general nature of transactions which give rise to the reported amounts.
2. For the unappropriated retained eamings (Account 216}, in a footnote, give particulars conceming net income or (loss) during the
year, distinguishing between compensation for the use of capital owed or net loss remaining from servicing nonassociates per the
General Instructions of the Uniform Systern of Accounts. For dividends paid during the year in cash or otherwise, provide rate
percentages, amount of dividend, date dectared and date paid.

Accaunt Title of Account Description Amount

Line| MNumber

No. {b) (@ (d)

)

1t |201 Commgn Stock Issued Number of Shares Authorized 1
2 Par or Stated Value per Share

3 Qutstanding Number of Shares 1

4 Close of Period Amount { 2.206,362)

5 Preferred Stock Issued Mumber of Shares Authorized

& Par or Stated Valus per Share

7 Outstanding Number of Shares

8 Close of Period Amournt

g {211 Miscellanecus Paid-n Capital 5, 4 S TR 12,640,849
0 |25 Approprialed Retained Eamings % T 363,847
11 |219 Accumulated Other Comprehensive income ST Ll e N Jivs 3 (  6.341,368)
12 216 Unnappropnated Retained Eamings Balance at Beginning of Year 249,671
13 et Income or {Loss) 114,176
14 Dividend Paid

15 Balance at Close of Year 363,847
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Schedule Xl = Long Term Debt

1. Far the advances from associate companies (Account 223}, describe in a footnote the advances on notes and advances on apen

accounts. Names of associate companies from which advances were received shall be shown under the class and series of obligation
in Column {c).
2. For the deductions in Column ¢h), please give an explanation in a footnote.
3. For other long-term debt (Account 224), list the name of the creditor company or organization in Colurnn {b).

Line

Account
Nurnber

(@

Titte of Account

[

Term of Obligation
Ciass & Series of

Obligation
{c)

Advances from Associate Companies

Assaciate Company:

©w

[ KeySpan Comoration - Parent

Promissory Note

AT

Dalecf
Maturity

(&

Interest | Amount Authonzed

fate

Belarce at Beginning

€50 A

Balarcg at Close of
Year

Additions Deductions
of Year

@ (k)

0}

10,125,957]

10,125,957 10,125.857)

Glol N o] th{ &

-
o

13

TOTAL

14

224

Qther Long-Term Debt

15

List Creditor:

16

None

10,125,957 10,125,557|

17

TOTAL
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Schedule XIIl - Gurrent and Accrued Liabilities
1. Provide the balance of notes and accounts payable to each assoctate company (Accounts 233 and 234).
2. Give description and amount of miscellaneous current and accrued liabilities {(Account 242). tems less than $50,000 may be
grouped, showing the number of items in each group.
Account Tifte ¢f Account Balance at Beginning | Balance at Close of

Line | Mumber b of Year Year

No. fe) (@)

(a)

1 1233 Notes Payable to Associates Companies

2 None

3

4

5

G

7

- .

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24 (234 Accounts Payablg to Associate Companies

25 KeySpan Corporatian 41,399,457, 49,738,823
26 KeySpan Corporate Services LLC 133,001 252,786
27 KaySpan Gas East Corporation 23,647 23,648
28 The Brookiyrs Union Gas Company 404,601 404,602
29 KeySpan Electric Services LLC 15,163 15,163
30 KeySpan Engineering & Survey, Inc. 1,132

31 Bosten Gas Company 1,801
32 Calenial Gas Company 51
33 Energy North Natural Gas, Inc. 1,493
34 KeySpan Energy Trading Services LLC [
35

36

37

38

39

40

41 (242 Miscellaneous Current and Actrued Liabiiities

42 Accrued Vacation #,853,957 1,074,899
43 Accrued Incentive Compensation 461,849 1,684,072
44 Accrued Interes! on Deferred Compensation 205,856 186,074
45 Employees 401K Maich 50,000

46 Post Employment Benefits 400,000
47

48

49

50 (Total) 44,548,663 53,793,421
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Schedule XIV- Notes to Financial Statements

1. Use the space below for important notes regarding the financial statements or any account thereof.

2. Furnish particulars as to any significant contingent assets or liabilities existing at the end of the year.

3. Furnish particulars as to any significant increase in services rendered or expenses incurred during the year.

4, Fumnish particutars as to any amounts recorded in Account 434, Extraordinary Income, or Account 435, Extraordinary Deductions.

&. Notes relating to financial statements shown elsewhere in this report may be indicated here by reference.

6. Describe the annual staternent supplied to each associate service company in support of the amount of interest on borrowed capital and
compensation for use of capital billed during the calendar year. State the basis for billing of interest to each associate company. If a ratio,
describe in detail how ratio is computed. If more than one ratio explain the calculation. Report the amount of interest borrowed and/or

compensation for use of capital billed to each gssociate company.

KEYSPAN UTILITY SERVICES LL.C

SCHEDULE XIV - NOTES TO FINANCIAL STATEMENTS

Note 1. Summary of Significant Accounting Policies
Organization of the Company

KeySpan Utility Services LLC (“KUS “or the “Company™) is a wholly-owned subsidiary of KeySpan
Corporation (“KeySpan” or the “Parent™), a holding company under the Public Utility Holding Company Act of
2005 (“PUHCA 2005”). The primary operating companies of KeySpan are The Brooklyn Union Gas Company,
KeySpan Gas East Corporation, Boston Gas Company, Essex Gas Company, Colonial Gas Company,
EnergyNorth Natural Gas, Inc., KeySpan Generation LLC and KeySpan Electric Services LLC (“KeySpan
Electric™).

KeySpan is a wholly owned subsidiary of National Grid USA (“NGUSA”™), a public utility holding company
with regulated subsidiaries engaged in the transmission, distribution and sale of both natural gas and electricity.
NGUSA is a wholly owned subsidiary of National Grid plc., a public limited company incorporated under the
laws of England and Wales. The Company continues as a wholly owned subsidiary of KeySpan and as an
indirectly-owned subsidiary of National Grid plc.

Pursuant to PUHCA 2005, the Federal Energy Regulatory Commission (*FERC”) has jurisdiction over certain
holding company activities, including (i) regulating certain transactions among affiliates within Keyspan’s and
NGUSA’s holding company system; (ii) governing the issuance, acquisition and disposition of securities and
assets by certain of Keyspan’s and NGUSA’s public utility subsidiaries; and (iii) approving certain utility
mergers and acquisitions.

Moreover, Keyspan’s and NGUSA’s affiliate transactions also remain subject to certain regulations of the
Public Service Commission of the State of New York (“NYPSC”), the Massachusetts Department of
Telecommunications and Energy (“MADTE”), the New Hampshire Public Utility Commission (“NHPUC”)
and the Rhode Island Public Utilities Commission (“RIPUC™) in addition to FERC.

Description of Business

Pursuant to Service Agreements between KUS, KeySpan and NGUSA and all affiliated companies (collectively,
the “Client Companies”), KUS provides the following services to these companies: (a) complete fuel
management services including the purchase, sale, movement, transfer, accounting and administration of gas
quantities (b) planning, formulation and implementation of sales and marketing programs (c) gas supply
{ FERC FORM 60 (NEW 12-05) 204.1 ]
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Schedule XIV- Notes to Financial Statements

transmisston and distribution planning as it relates to safety, reliability, expansion and load handling (d)
research and development relating to production, utilization, testing, manufacture, transmission, storage and
distribution of energy and (¢) purchase, repair and refurbishing of meter operations.

Services provided to Client Companies are allocated at cost based upon guidelines as set forth in the Service
Agreements. Costs are (1) directly charged where possible, or (2) allocated using the appropriate allocation
ratio. Any residual costs are allocated using the appropriate allocation ratio. The allocation ratios are defined in
the Service Agreements.

Basis of Presentation

These financial statements were prepared in conformity with generally accepted accounting principles
(“GAAP”) in the United States. GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

The financial statements presented herein include the years ended December 31, 2008 and December 31, 2007.
The accounting records of KUS are maintained in accordance with the Uniform System of Accounts for
Centralized Service Companies under PUHCA, as administered by the “FERC”.

Certain reclassifications have been made to the prior year financial statements to conform to the current year
presentation.

income Taxes

KeySpan and NGUSA file a consolidated federal income tax return. In accordance with Statement of
Accounting Standard (“SFAS”) 109, “Accounting for Income Taxes,” the Company utilizes a tax sharing
agreement for the allocation of a realized tax liability or benefit based upon separate return contributions of each
subsidiary to the consolidated taxable income or loss in the consolidated tax return. Deferred income taxes are
recognized for the estimated future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases.

Recent Accounting Pronouncements

In March 2008, the Financial Accounting Standards Board (“FASB”) issued SFAS 161 “Disclosures about
Derivative Instruments and Hedging Activities.” This Statement amends and expands the disclosure
requirements of SFAS 133, “Accounting for Derivative Instruments and Hedging Activities”, with the intent to
provide users of financial statements with an enhanced understanding of (a) how and why an entity uses
derivative instruments; (b) how derivative instruments and related hedged items are accounted for; and (c) how
derivative instruments and related hedged items affect an entity’s financial position, financial performance and
cash flows. This Statement requires qualitative disclosures about objectives and strategies for using derivatives,
quantitative disclosures about fair value amounts of and gains and losses on derivative instruments and
disclosures about credit-risk-related contingent features in derivative agreements. This Statement shall be
effective for financial statements issued for fiscal years and interim periods beginning after November 15, 2008.

[ FERC FORM 60 (NEW 12-05) 204.2 ]
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This Statement will have no impact on results of operations, financial position or cash flows.

In December 2007, the FASB issued SFAS 141R “Business Combinations.” The objective of SFAS 141R is to
improve the relevance and comparability of the financial information that a reporting entity provides in its
financial reports about a business combination and its effects. This Statement establishes principles and
requirements for how the acquirer recognizes and measures the identifiable assets acquired, the liabilities
assumed and any noncontrolling interest in the acquiree; recognizes and measures the goodwill acquired in
business combination; and determines what information to disclose. This Statement shall be applied
prospectively to business combinations for which the acquisition date is on or after the beginning of the first
annual reporting period beginning on or after December 15, 2008. This Statement has no impact on the
Company’s current results of operations, cash flows or financial position.

In December 2007, the FASB issued SFAS 160 “Noncontroliing Interests in Consolidated Financial Statements
— an amendment of Accounting Research Bulletin 51 “Consolidated Financial Statements.” The objective of
SFAS 160 is to improve the relevance, comparability and transparency of the financial information that a
reporting entity provides in its consolidated financial statements by establishing accounting and reporting
standards for the noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. SFAS 160
shall be effective for fiscal years and interim periods within those fiscal years, beginning on or after December
15, 2008. The Company is currently reviewing the requirements of SFAS 160, and at this point in time cannot
determine what impact, if any, SFAS 160 will have on its results of operations, cash flows or financial position.

Note 2. Postretirement Benefits

Pension: KUS employees are members of KeySpan’s noncontributory defined benefit pension plans covering
substantially all employees associated with KeySpan. Benefits are based on years of service and compensation.
Pension costs are allocated to KUS; related pension obligations and assets are commingled and are not allocated
to the individval sponsors (i.e. KUS). Pension expense attributed to KUS for the years ended December 31,
2008 and 2007 was approximately $0.9 million and $0.6 million, respectively. These costs or benefits are then
allocated to client companies as burden costs based upon direct labor costs of KUS. Funding for pensions is in
accordance with requirements of federal law and regulations.

Other Postretirement Benefits: KUS employees are members of KeySpan’s noncontributory defined benefit
plans under which is provided certain health care and life insurance benefits for retired employees of KeySpan.
Other postretirement benefit costs are allocated to KUS; related pension obligations and assets are commingled
and are not allocated to the individual sponsors (i.c. KUS). KeySpan has been funding a portion of future
benefits over employees’ active service lives through Voluntary Employee Beneficiary Association (VEBA)
trusts. Contributions to VEBA trusts are tax deductible, subject to limitations contained in the Internal Revenue
Code. Other Postretirement benefit expense attributed to KUS for the years ended December 31, 2008 and 2007
was approximately $3.1 million and $4.3 million, respectively. These costs are then allocated to client
companies as burden costs based upon direct labor costs of KUS.

Note 3. Notes Payable to Associate Companies

{FERC FORM 60 (NEW 12-05) 204.3 |
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KUS had $10.1 million of notes payable to KeySpan at December 31, 2008 and 2007. The interest rate on these
notes is 7.25%. The fair value of the debt is generally equal to the carrying value.

Note 4. Receivable from Associate Companies (Short-Term)

KeySpan and NGUSA have established a utility money pool (which is recorded in “Accounts Receivable from
Associated Companies™) to coordinate short-term borrowings for certain subsidiaries. The money pool provides
a more efficient use of cash resources of KeySpan and NGUSA and reduces outside borrowings. The money
pool is administered by KeySpan Corporate Services (“KCS”) and funded, as needed, through the issuance of
commercial paper. Interest expense and other fees are allocated based on borrowing amounts. The Public
Service Commission of New York has restricted The Brooklyn Union Gas Company and KeySpan Gas East
Corporation from lending to the utility money pool but does permit these utilities to borrow from the utility
money pool.

Note 5. Financial Guarantees

KUS has jointly and severally guaranteed approximately $155 million of Promissory Notes to the Long Island
Power Authority (“LIPA”). This debt, which is reflected on the financial statements of the Parent and allocated
to certain affiliates, have maturity dates ranging from 2016-2025 and interest rates from 5.15%-5.30%. Other
affiliates jointly and severally liable for this debt include KeySpan Gas East Corporation, KeySpan Energy
Trading Services LLC, KeySpan Generation LLC, Keyspan Corporate Services and KeySpan Electric Services.

Note 6. Operating Leases

Substantially all leases, other than leases associated with Boston Gas Company, Essex Gas Company, Colonial
Gas Company and EnergyNorth Natural Gas Inc., and non-regulated business of KeySpan, are the obligation of
KeySpan Corporate Services. KUS records, as an intercompany expense, costs incurred for the use of leased
equipment such as buildings, office equipment, vehicles, and powered operated equipment. These intercompany
expenses, which are not specifically identified in intercompany billings, are reflected in Operations and
Maintenance expense in the Statement of Income.

Note 7. Income Tax

KUS files a consolidated federal income tax return with the Parent. A tax sharing agreement between the Parent
and its subsidiaries provides for the allocation of a realized tax liability or benetit based on separate return
contributions of each subsidiary to the consolidated taxable income or loss in the consolidated tax return.

Income tax expense {benefit} is reflected as follows in the Statement of Income:

[FERG FORM 60 (NEW 12-05) 204.4 ]
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Year Ended Year Ended
(in Thousands of Dollars) December 31, 2008 December 31, 2007
Current income tax
Federal h) (2,816) % (58)
State and Local (419) (13)
Total current income tax (3,233) {(71)
Deferred income tax
Federal 2,593 (112)
State and Local 552 (25)
Total deferred income tax 3,145 {137y
Total income taxexpense (benefity  § 90) % {208)

The components of the deferred tax assets and (liabilities) reflected in the Balance Sheet are as follows:

{In Thousands of Dollars) December 31, 2008 December 31, 2007
Accrual to Return adjustments 5 - 5 1,676
Property related differences (180) 70
Pension, postretirement costs and other benefits 18,364 10,427
Other items - net 454 {100y
Net deferred tax asset (liability) % 18,638 § 11,933

The tollowing is a reconciliation between reported income tax and tax computed at the statutory federal income

tax rate of 35%:

Year Ended Year Ended
(In Thousands of Dollars) December 31, 2008 December 31, 2007
Computed at the statutory rate A § 3% -
Adjustments related to:
State taxes, net of Federal benetits 86 (25)
Accrual to Return adjustment 15 -
Medicare Income (132) (227)
Other items - net (67} 44
Total income taxexpense {benefit) 3 G0 3 (208)
| FERC FORM 60 (NEW 1205) 204.5 j
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Account Title of Account Current Year Prior Year
Line | Number
No.
{a) {b) (e)

1 SERVICE COMPANY OPERATING REVENUES e e

2 (400 Service Company Operating Revenues 46,846,683 56,254,029
3 SERVICE COMPANY OPERATING EXPENSES %ﬁ =i dy : _ '
4 |401  )Operation Expenses 46,263,995 55,854,560
5 f402  |Maintenance Expenses 6,202 2,799
6 {403 Depreciation Expenses 68,599 66,288
7 14031 |Depreciation Expense for Asset Retrement Casts

8 |404 Amortization of Limited-Term Property

405 Amortization aof Other Property

1¢ 4073 Regulatory Debils

11 |4074  |Regqulatory Credils

12 [408.1  Taxes Cther Than tncems Taxes, Operating income 216 229
13 [409.1  lincome Taxes, Operating Income { 3234971 { 70670)
1414101 |Provision for Deferred Income Taxes, Oparating Incoma 3,148,695 118,908
15 4t1.1 Provision for Deferred Income Taxes - Credit , Operating Income (3573 { 256248)
16 [411.4  )Investment Tax Credi, Service Campany Property

17 [411.6  |Gains from Dispositian of Service Company Piant

18 [411.7  |Losses from Disposition of Service Company Plant

19 141410 [Accretion Expense

20 412 Costs and Expenses of Construction or Other Senvices

21 |418 Casts and Expenses of Merchandising, Jobbing, and Contract Work

22 TOTAL SERVICE COMPANY OPERATING EXPENSES (Total of Lines 4-21) 4§.255,164 55,715,864
23 NET SERVICE COMPANY OPERATING INCOME (Total of Lines 2 less 22) 591519

24 OTHER INCOME o

25 4180 |Equity in Eamings of Subsidiary Campanies

26 |49 Interest and Dividend tncome 266,556 420,461
27 1419.1 | Allowance for Other Funds Used During Constructicn

28 421 Miscellaneous Income or Loss

29 211 |Gain on Disposiion of Property

30 TOTAL OTHER INCOME ({Total of Lines 25-29) 420,461
31 QTHER INCOME DEDUCTIONS REse
32 14212 [Loss on Dispesition of Property

33 425 Miscellanaous Amortization

34 4261 |Donations

—1

35 14262 lLife Insurance

36 |426.3  |Penalties

37 |4264 Expenditures for Certain Civic, Poiitical and Related Aclivities

38 4265  |Other Deductions

39 TOTAL OTHER INCOME DEDUCTIONS {Total of Lines 32-38)

40 TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS
|
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Account Title of Account Current Year Prior Year
Ling [ Number
No.

(@) ()] {© {d)

41 |408.2  |Taxes Other Than Income Taxes, Other Incame and Deductions

42 1409.2  (Income Taxes, Other Income and Deductions

43 |410.2  )Provisian for Deferred Incorne Taxes, Other Income and Deductions

44 14112 |Provision for Deferred Income Taxes - Crecit, Other Income and Deductions

45 [4115  investment Tax Credit, Other Income Deductions
46 TOTAL TAXES APPLICABLE TO QTHER INCOME AND DEDUCTIONS (Total of Lines 41-45)
47 INTEREST CHARGES

48 (427 Interest on Long-Tarm Debt

49 1428 Amortization of Debt Discount and Expense

50 |429 {iess) Amortization of Premium on Debt- Credit

51 (430 Interest or Dsbi to Assaciate Companies 724,132 734,132
52 (431 Other Interest Expense 9,767 16,483

33 |432 {tess) Allawance for Borowed Funds Used During Construction-Credit
54 TOTAL INTEREST CHARGES (Total of Lines 48-53) 743,809 750,615
55 NET INCOME BEFORE EXTRAQROINARY ITEMS (Total of Lires 23, 30, minus 39, 46, and 54} 14,176 208,011
56 EXTRAORDINARY ITEMS .

57 4% Extracrdinary !ncome

58 J435 {less) Extraordinary Deductions

59 Net Exiraordinary ltems (Line 57 less Line 58)

60 14084  [(less) ncome Taxes, Extraordinary

61 Extraardinary Hems After Taxes (Line 59 less Line 60)

82 NET INCOME OR LOSS/COST OF SERVICE (Total of Lines 55-61) 14,176 208911
FERC FORM NO. 60 (REVISED 12-07} Page 392
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Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies

1. Total cost of service will equal for associate and nonassociate companies the total amount billed under their separate analysis of
tilling schedules.

Account Tille of Account Associate Company | Associate Company | Assaciate Company Ne i Ne Nonassociate
Number Direct Cost Indirect Cost Total Cosl Company Company Company
Line Direct Cost Indirect Cast Tatal Cost
No. | fa) [} ic) {d) {€) U} @ ihy
1 |e94021 |Depreciation Expense 68,5541 68599
2 |as<os  [Amortization Expense
3 |¢073-407.4 [Regulatory Debits/Credlis - Net
4 1-408.2 jTaxes Other Than Income Taxes 21§ 216
5 10914093 JIncome Taxes
§ [#101-5m2 |Provision for Delerred Taxes
7 a4z |Provision for Defemed Taxes ~ Cregit
8 |ans Gain from Disposition of Service Company Plant
9 [z Losses from Disposition of Service Company Piant]
10 J#11.44315 [Investment Tax Credit Adjustment
11 [¢1.v jAccretion Expense
412 Costs and Expenses of Construction or Othar
12 Senvices
416 Costs and Expenses of Merchandising, Jabding,
13 and Ceniract Work for Asseciated Companies
14 |4 Neon-operating Rental income
15 Jaaa Interest and Dividend income
5131 Allowance for Other Furds Used During
16 Construction
17 | Miscelianeous Income or Loss
18 |z1a Gain on Disposition of Property
19 |at2 Less on Disposition Of Praperty
20 |1z Miscellanaous Amartization
21 A Donations
22 |2 Life Insurance
23 4263 Penalties
25 4 Expenditures for Certain Civic, Poltical and
24 Related Activities
25 |4z85 Other Decuctions
26 |27 Interest On Long-Temn Debt
27 A Amartization of Debt Discount and Expense
2g |ozm Amertization of Premium on Debt - Credit
29 |e0 Interest on Debt to Associate Companies
30 Othér Interest Expense
500509  [Total Steam Power Generation Operation
31 Expenses 80,064 80,065
530515 [Total Steam Power Generalion Maintenance
32 Expenses 5,020 5020
517525  [Tolal Nuclear Power Generation Cperation
33 Expenses
528592 |Total Nuclear Power Generatfon Maintenance
34 Expenses
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Agoount Tiile of Account Associata Company | Associgte Campany | Assaciate Company Nonassocate Nonassociate Nonassociate
Number Direct Cost Indirect Cost Total Cost Company Campany Company
Line Criregt Sost Indirect Cost Tot2! Cost
No. @) &} © (d) {e) 4] Q@ (U]
Fas—sm Total Hydraulic Power Generation Operation
35 Expenses
5415451 {Total Hydraulic Power Generation Maintenance
38 Expenses
546:550.1 [Total Other Power Generation Operation
37 Expenses
551-554.¢ | Total Other Power Generation Maintenance
38 Expenses
39 (56557 |Tota! Other Power Supply Cperation Expenses
4 560 {0peration Supenision and Engineering
41 |s61 Load Dispatch-Reliability
5612 Load Dispatch-Monitor and Cperate Transmission
42 System
551.3 Load Dispatch-Transmission Service and
43 Scheduling
44 e Scheduling, System Control and Dispalch Service:
45 pe1s Aeliabiliy Planning and Standards Development
46 [s8as Transmission Senvice Studies
47 [s617 Genaratior: Interconnection Studies
5610 ‘Rellability Planning and Standards Developmen:
48 Services
49 2 Station Expenses (Majar Only)
50 | Overhead Line Expenses {Major Only)
31 |ss4 Uinderground Line Expenses {Major Only}
52 |85 Transmission of Electricity by Others (Major Only)
566 Miscallaneous Transmission Expenses (Major
53 Only)
54 |57 Rents
FW I Operation Supplies and Expenses (Nonmajor
55 Cnly)
56 Tatal Transmission Operaticn Expenses
558 Maintenance Supervision and Engineering (Major
57 Onty)
58 |%9 iMaintenance of Structures (Major Cnly)
59 |se9 Maintenance of Compuler Hardware
60 |seez Mairtenance of Computer Software
BT [5693 Maintenance of Communication Equipment-
Isasn Mazintenance of Miscellanecus Regignal
| 62 Transmission Plant
‘I 83 {sro Maintenance of Station Equipment (Major Cnly}
; 84 (511 Maintenance of Qverhead Lines (Major Oniy)
i 65 |52 Maintenance of Underground Lines (Major Only)
| Maintenance of Miscellaneous Transmission Plant
66 (Major Cniy)
Is74 Mzintenance of Transmissicn Plant (Nenmajor
67 Only)
68 Tatal Transmission Maintenance Expenses
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Agcaunt Titte of Accounl Associate Company | Associate Company { Associzte Company Nonassociate Nonassociate Nonassotizte
Number Diregt Cost Indirect Cost Total Cost Company Company Campany

Line Direct Cost Indirect Cost Tolal Cest
No. (o) e} {d) {e) {0 (9 {h
69 |575.1-575.8 [Total Regional Market Operation Expenses
70 57615765 | Total Regional Market Maintenance Expenses
71 |s0s83  {Tolal Distrbution Qperation Expenses
72 50598 |Total Distibution Maintenance Expenses

Tatz! Electric Operation and Maintenance

73 Expenses 85, 53,81 153,901

74 |sosa2  [Total Other Gas Supply Operation Expenses

75 [swas  |Total Underground Storage Operation Expenses

830837 |Total Underground Sterage Maintenance

76 Expenses

77 [ss08423 [Total Cther Storage Operation Expenses |

78 |Bads-sa39 |Total Other Storage Maintenance Expenses

844 1-946.2 |Total Liquefied Natural Gas Terminafing and

79 Procassing Operation Expenses

847.1-8474 {Total Liquefied Naturat Gas Terminaling and

80 |Processing Maintenance Expenses

81 as0 Operaticn Supenvision and Engineering

g2 |usi System Control and Load Dispatching.

83 [8s2 Communication System Expenses

84 |esa Compresser Station Labor and Expenses

85 |os4 (Gas tor Compressor Station Fuet

86 [855 Other Fue! and Power for Compressor Stations

87 Maing Expenses

SBJ&ST Measuring and Regulating Station Expenses

89 lass Trzansmission and Compressicn af Gas By Ciners

90 |ese Cther Expenses

9{ |[8s0 Rents

92 Total Gas Transmission Cperation Expenses

93 |sar Maintenance Supervision and Engineering

94 |es2 |Maintenance of Structures and improvements

95 |ss3 Maintenance of Mains

05 |Bse Maintenance of Compresser Station Equipment

965 Maintenance of Measuring And Regulating Station
97 Equipment
98 |ess Mainienanca of Communication Equipment
99 [ea7 Maintenance of Other Equipment
100 Tolal Gas Transmission Mainlenance Expenses
101 [am1881  |Total Distribution Operation Expenses 94, 422 98,826
102 |ssses¢  [Total Distribution Maintenance Expenses 1,134 114
Total Natural Gas Cperation and Maintenance
103 Expenses 99539 42 93,960
104 |01 Supervision
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Account Tille of Account Associate Company | Associate Company | Associate Gompany Nonassociale Nenassociate Nonassociate
Numbes Direct Cosl Indirect Cost Total Cost Company Company Company

Lne Direct Cosl Indrect Cost Toial Cost

No. (a) ) (c) {d) {e) [ (g )

105 [|e02 Meter reading expenses

106 %09 Customer records and collection expenses

107 {804 Uncaliectible accounts

108 |05 Miscellaneous customer accounls expenses

100 |oo6 Total Customer Accaunts Operation Expenses

110 [s07 Supervision

111 [s08 Customer assistanca expenses

909 fnformational And Instrugtional Adverdising
112 Expenses
9210 Miscelianeous Customer Service And

113 Informational Expenses 587,73 36,946 624.682
Total Service and Informational Gperation

114 Accounts 587,73 36,948} 624682

115 a1 Supervision

116 12 Demonstraling and Selling Expenses 1,044, 955,914 4,199,922

117 |12 Advertising Expenses

118 916 Miscelianeous Sales Expenses 5‘755}52 o34 504, " Gioa1aTe

I ol Sales Oparaton Expenses pp— 1390508 0201268

120 [s20 Administrafive and General Salaries 1,103,760 7,501,967 8.705.727

121 Je21 Office Supplies and Expenses 268,001 2,440,338 2708339

122 |a Oulside Services Emplgyed 137,991 137,991

123 |4 Property tnsurance

124 |95 Injuries and Damages

125 (w6 Employee Pensians and Benefits

126 [ous Regulatory Commission Expenses

127 (301 General Advertising Expensas

128 %02 Miscellaneous General Expenses 3,378,159 19,644.532):

129 9 Rents
Total Administrative and Generat Operation

130 Expenses 4.749,914 29.85,125L 34 575,044

131 jo3s Maintanznte of Structures and Equipment 48 a8
Total Administrative and General Maintenznce

132 Expenses 4,749,914 29,825,174] 575,092

133 Tolal Cost of Service 14,523 068 31821 8571 45,244 533
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{2) [ ]A Resubmission I
Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies {continued)
Accoum Title of Account Tolzl Charges for Services Total Charges for Services Total Charges for Services
Number Birect Cost Indireqd Cost Total Cost
Line
No. i (a {b) (i 0 {x)
1 |aozaesd [Deprecialion Expense 68,599 58,599
2 joes0s  Amortization Expense
3 |s07.3407 4 |Regulatory Debits/Credits - Nat
4 |48.14cd2 [Taxes Other Than Income Taxes 215 216
5  ls0g.14093 {Income Taxes
6 ja014112 {Provision for Defemad Taxes
¥ |ar1.1-4112 |Provision for Deferred Taxas — Cradit
g jJais Gzin from Disposition of Service Company Plant
9 |z Losses from Disposition of Service Company Plant
10 [s11.44115 Investment Tax Credit Adjustment
11 jaitag  |Accrelion Expense
412 Costs and Expenses of Construction gr Othar
12 vicas
416 Costs and Expenses of Merchandising, Jobbing,
13 and Contract Work far Associated Companies
14 Joa Nen-operating Renta! Incorne
15 Jatea Interest and Dividend ncome
415.1 Allowance for Other Funds Used During
16 Construction
17 Jaat Miscellaneous Income or Loss
18 211 Gain on Disposition of Property
19 e212 Loss on Disposition Of Property
20 Ja2s Miscellaneous Amortization
2t |eesi Denations
22 282 Lite Insurance
23 laxs Penallies
4264 Expenditures for Certain Civic, Political and
24 ‘Related Activities
25 [4265 her Deductions
26 ez interest On Long-Tem Cebt
27 |z Amaortization of Debt Discount and Expense
28 |z Amncrtization of Premium on Debt - Cregit
29 [430 Interest on Debt to Associate Companies
30 (Jther Interest Expense
500509 [Total Steam Power Gereration Operation
n Expenses 80,066 80.066
510515 [Tolal Steam Power Generation Maintenance
32 Expenses 5,020 5,020
517525 (Total Nuclear Power Generation Operaticn
3 Expenses
528-532  [Total Nuclear Power Generalion Maintenance
3 Expenses
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Schedule XVI. Analysis of Charges for Service- Associate and Non-Associate Companies (continued)

Account Title of Account Total Charges for Services Total Charges for Services Total Charges for Services
Number Direct Cost Indiret Casl Total Cast
Line
Ne. | (@ 1) (i [0} (k)
50d-540.1  [Total Hydraulic Power Generation Operation
35 Expenses
5415451 |Total Hydraulic Power Generation Maintenance
36 Expenses
546:550.1 [Tatal Other Power Generalion Operation
a7 Expenses
551-554.1 | Tolal Other Power Generation Maintenance
38 Expenses
a9 'Fﬁs-sar [Total Other Power Supgly Operation Expenses
40 Jeeo Operation Supesvision and Engineering
41 [se19 Load Dispatch-Refiability
5812 Load Dispatch-Mcnitor and Operate Transmission
42 System
5613 Load Dispaich-Transmission Service and
43 Scheduling
44 lssrd Scheduling, System Control and Dispatch Services
45 |[s15 Reliability Planning and Standards Davelopment
46 js518 Transmissicn Servica Studies
47 7 Generation Intercennection Studies
561.8 Reliability Planning and Standargs Development
48 Services
49 [se2 Station Expenses (Major Only)
50 1ses Overhead Lire Expenses {Major Only)
51 [se4 Underground Line Expenses (Major Only)
52 |ses Transmmission of Elactricily by Others (Major Only)
568 Miscellaneous Transmission Expenses {Major
3 Only}
54 |ser Rents
567. Operation Supplies and Expenses (Nonmajor
55 Only)
56 Tolal Transmission Operation Expenses
568 Maintenance Supervision and Engineering (Major
57 Only)
58 jss¢ Maintentanca of Structuras (Major Cnily)
39 s [Mainterance of Computer Handware
60 [s69.2 Maintenarce of Computer Software
61 [s93 Maintenance of Communication Equipment |
569.4 Mainlenance of Miscetlaneous Regional ]
62 Transmission Piant
B3 s Maintenance of Statien Equipment (Major Only)
B4 |sm1 Mazintenance of Overhead Lines {Major Cnly)
85 |52 Mainterance of Underground Lines (Mzjor Only)
|s73 Maintenance of Miscellaneous Transmission Plant
66 (Major Only)
574 Mainlenance of Transmission Plant {(Nonmajor
67 Only}
68 Tolal Transmission Maintenance Expenses
FERC FORM NO. 60 (REVISED 12-07} Page 304a
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Schedule XVI- Analysis of Charges for Service- Associate and Non-Assaciate Companies (continued)
Accour Tale of Account Total Charges for Services Total Charges for Services Total Charges for Senvices
Number Direct Cost Indirect Cost Total Cost
Line
No.| (g (b} i Q k)
68 {s5.1-5758 [Total Regional Market Cperation Expenses
70 |s6.1-5765 [Total Rogional Market Maintenance Expenses
71 |se0583  [Total Distribution Cparation Expenses
72 cooses  [Total Distribution Maintenance Expenses
Total Electric Operaticn and Maintenance
73 Expenses 85085 68815 153501
74 joomz  [Total Other Gas Suppty Operalior: Expenses
75 |a1s-826  |Total Underground Storage Operation Expenses
s0-m7  [Total Underground Storage Maintenance
78 Expensas
77 |eapsszs [Total Other Storage Operation Expenses
78 Jaa.1-843.9 {Total Other Storage Maintenance Expenses
844.1-84822 | Total Liquefied Natural Gas Terminaling and
79 Processing Qperation Expenses
p47.1-847. |Total Liquefied Natura! Gas Terminaling and
80 [Processing Maintenance Expenses
81 [eso (Gperatien Supension and Engineering
82 las1 System Control and Load Dispatching.
83 |asz Communication System Expenses
84 [mx Compressor Statian Labor and Expenses
85 (a4 Gas for Campressor Station Fuel
B4 —IE [Other Fuel and Power for Compresser Stations
a7 Mains Expenses
88 (a7 Measuring and Regulating Staton Expensas
89 jass Transmission and Compressicn of Gas By Others
90 ]ass Other Expenses
91 faso Rents
52 Tota! Gas Transmission Operation Expenses
93 |es Maintenance Supenvision and Engineering
94 [ee2 Maintenancy af Structures and improvements
95 ,m Maintenance of Mains
96 s {Maintenance of Comprassor Station Equipmen?
-‘E Maintenance of Measuring And Regulating Station
97 Equipment
98  lees Maintenance of Gommunication Equipment
99 1se7 Maintenance of Other Equipment
100 Total Gas Transission Maintenance Expenses
101 [s71891  |Total Distibution Operation Expenses 93,404 2 58,826
102 sesem  (Total Distribution Maintenance Expenses 1,134 1134
ITotal Natura! Gas Opesation and Mattenance
103 Expenses 99538 22 99,960
104 001 |Supervision
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KeySpan Utility Services LLC @ []A Resubmission I Dec 31, 2008
Schedule XVI- Analysis of Charges for Service- Associate and Non-Assoclate Companies (continued)
Actount Tite of Accounl Tetal Charges for Services Tatal Charges for Services Total Charges for Services
Numbes Direct Cast Ingirect Cost Total Cost
Line
No.b i@ ) i 0 ()
105 Jso2 Meter reading expenses
106 [sc3 Customer records and collection expenses
107 Joos Uncoffectible accounts ]
108 [s05 Miscellaneous customer accounts expenses
109 {s08 Total Customer Accounts Qperation Expenses
110 ls07 Supenvision
181 jooa Customer assistance expenses
909 Informational And Instrucional Advertising
112 Expenses
910 Miscellaneous Customer Service And
113 Informational Expenses 587,736 36,346 624 582
Total Service and informational Operation
114 Accounts 587,736 36,946 624,682
115 Jan Supesvision
116 |12 Demonstrating and Selling Expenses 3,244,008 985,914 4,199,922
17 po Advertising Expenses
118 [o18 Misceflaneous Sales Expenses 5,755,782 934,594 6,691,376
119 Total Sales Gperation Expenses 9,000,790 1890,508 10,891,299
120 fez0 Administrative and General Safaries 1,103,760 7,601,967 8,705,727
121 a1 Cffice Suppies and Expenses 268,001 2,440,338 2,708,339
122 |ozs Culside Senvices Empfoyed 137,84 137,991
123 a4 Prapery Insurance
124 Joos {lnjuries and Damages
125 —|;s Ermployea Pensions and Benefits
126 [sea Regulatory Commission Expenses
127 joa0.1 General Advertising Expensas
128 |a02 Misceltanecus Genaral Expenses 3.378,155, 19,644,832 23,022,987
129 oo Rents
Total Administrative and General Operation
130 Expensas 4,749,916 29,825,128 34,575,044
131 Joas Maintenance of Stuctures and Equipment 48 48
Total Administrative and Genera! Mainl2nance
132 Expenses 4749916 29825176 34575092
133 Total Cost of Service 14,523,066 31,821,867 45,344,933
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FOOTNOTE DATA
_ {Schedule Page: 304 __Line No.: 118 Column: e i
Associate Associate Associate
Company Company Company
Account Title of Account Direct Cost Indirect Cost  Total Cdst
916 Miscellaneous Sales Expenses 5,588,536 §34,594 6,523,130
917 Promotional Advertising Expenses 168,246 - 168,246
5,756,782 934,594 6,691,376
[Schedule Page: 304 Line No,: 128 Column: e
Associate Associate Associate
Company Company Company
Account Title of Account Direct Cost Indirect Cost Total Cost
9302 WMiscellaneous General Expenses 1,071,453 698,196 1,969,649
940 Service Company Expenses to Capital 2,091,178 13,796,179 15,887,357
984 Service Company Expenses to Clearing Accts. 215,524 4,950,457 5,165,981
3,378,155 19,644,832 23,022 987
| FERC FORM NO. 60 (NEW 12-05) Footnotes,t
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Schedule XVIl - Analysis of Billing - Associate Companies (Account 457)
1. For services rendered to associate companies (Account 457), list all of the associate companies.
Name of Associate Company Account 457 1 Account457.2 Account 457.3 Tota! Amount Billed
Line Direct Costs Charged | indirect Cosis Charged | Compensation For Use
No. of Caplial
(a) {b) fe) (d) (e}
1 (Bosion Gas Company 23,650 528,860 3,932 556,442
2 | Colonial Gas Company 125,296 125,296
3 {Energy North Natural Gas, Inc. 69,567 89,567
4 |KeySpan Electric Senvices LLC 975,305 2,457,821 13,737 3,446,863
5 |KeySpan Generation LLC 452,39 305,781 13,737 771,917
6 | KeySpan Gas Easi Comporation 5,143,355 9.666,300 201,485 15,011,140
7 | The Brooklyn Union Gas Company 7.935,950 18,111,180 268,859 26,315,989
8 |KeySpan Ravenswood Services Corp. { 7,593) { 7.593)
9 |KeySpan Energy Yrading Servicas LLG 870 B70
10 |KeySpan Energy Senvices Inc. 1,051 1,051
11 [Nanfucket Eiectric Company 2,198 2,198
t2 |Massachusetls Electric Company 139,440 139,440
13 |Niagara Mohawk Power Corp. 312,905 312,905
14 |Granite State Electic Company 5,161 5,161
15 |Mamagansett Gas Company 40,196 40,196
16 |Narragansett Electric Company 55,241 55,241
17
18
19
20
21
22
23
24
25
26
27
28
29
30
3
32
32
34
35
36
37
38
39
40 Totai 14,523,066 31,821,867 501,750 46,846,683
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Schedule XVIIl - Analysis of Billing — Non-Associate Companies {Account 458)

1. For services rendered to nonassociate companies (Account 458), list all of the nonassociate companies. In a footnote, describe
the services rendered to each respective nonassociate company.

Line
No.

Name of Non-associate Company

@

Account 458.1
Direct Costs
Charged

)

Accounl 458.2
Indirect Costs
Charged

{t)
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Use of Capital

L
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Excess or Deficiency on
Senvicing Non-associate
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&)

Total Amount Billed
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This Report Is:
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(2) r—fA Resubmission

Resubmission Date
{Ma, Da, ¥r)

Hi

Year/Period of Reperf]

Dec 31, 2008

Schedule XiX - Miscellaneous General Expenses - Account 930.2

1. Provide a listing of the amourt included in Account 930.2, "Miscellaneous General Expenses” classifying such expenses according
to their nature. Amounts less than $50,000 may be grouped showing the number of items and the total for the group.
2. Payments and expenses permitted by Section 321 (b){2) of the Federal Election Campaign Act, as amended by Public Law 94-283 in
1976 (2 U.S.C. 441(b)(2)) shall be separately classified.

Line
No.

Tilte of Account

(@)

Amount

()

Various Eleciric Research, Development and Demonstration Activilies

1,969,649

wimi~Ni®|v|s|wlral =

—
[=]

-
-

-
N

py
w

-
S

Total

1,968,649
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Schedule XX - Organization Chart

responsibility in the organization.

1. Provide a graphical presentation of the relationships and inter relationships within the service company that identifies fines of authority and

President

KEYSPAN UTILITY SERVICES LLC

ORGANIZATION CHART

For the Year Ended December 31, 2008

Senior Vice President, Sales & Account Management

Senior Vice President

Vice President and Treasurer

Vice President and Controller

Assistant Treasurer
Assistant Treasurer
Assistant Treasurer
Assistant Secretary
Assistant Secretary

Assistant Secretary
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Scheduie XXI - Methods of Allocation

1. Indicate the service department or function and the basis for allocation used when employees render services to mere than one department or
functional group. If a ratio, include the numerator and denominator.

2. include any other allocation methods used to allecate costs.

KEYSPAN UTILITY SERVICES LLC

METHODS OF ALLOCATION
For the Year Ended December 31, 2008

The Service Companies allocate all service company costs to associated regulated and non-utility companies
through a tiered approach. All costs are aliocated and billed at cost. First and foremost, costs will be directly
charged whenever practicable, including instances when more than one associate company is receiving the same
goods or service at the same time. Secondly, in cases where direct charging cannot be readily determined, costs
will be allocated using cost/causation principles linked to the relationship of that type of service. This allocation
methodology reflects operational aspects of the charge and applies costs in a meaningful and impartial method.

The Service Companies allocate costs among associated companies receiving services from it under a Service
Agreement using the following descriptions of service, cost accumulation, assignment and allocation
methodologies:

A. Description of Services Offered by KeySpan Utility Services

1. Fuel Management

Manage Client Companies’ purchase, sale, movement, transfer and accounting of gas quantities to ensure
continued recovery of all prudently incurred energy purchase costs through local jurisdictional cost recovery
mechanisms.

Provide services and systems dedicated to energy marketing, including marketing and trading of gas and energy
price risk management. Develop marketing and sales programs in physical and financial markets for regulatory
and specific contractual requirements, Activities include short-term planning, billing and reconciliations.

2. Marketing and Sales

Plan, formulate and implement marketing and sales programs, as well as provide associated marketing services
to assist Client Companies with improving customer satisfaction, load retention and shaping, growth of
residential, commercial/industrial energy sales and deliveries, energy conservation and efficiency. Assist Client
Companies in carrying out policies and programs for the development of plant locations and of industrial,
commercial and wholesale markets. Develop and administer marketing research and planning programs as well
as advertising/telemarketing programs. Perform load research, econometric modeling, and sales and revenue
forecasting for jurisdictional gas subsidiaries.

[FERC FORM 60 {NEW 12-05) 402 .1 ]
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Schedule XXI - Methods of Allccation

3. Meter Operations
Purchase, repair and refurbish meters for Client Companies.

4. Research and Development

Investigate and conduct research relating to production, utilization, testing, manufacture, transmission, storage
and distribution of energy. Keep abreast of and evaluate for Client Companies all research developments and
programs of significance affecting Client Companies and the energy industry. Advise and assist in the solution
of techntcal problems arising out of Client Companies’ operations.

5. Gas and Electric Transmission and Distribution Planning

Provide gas and electric transmission and distribution planning services as related to system and safety
reliability, expansion and load handling capabilities.

6. Executive and Administrative

Advise and assist Client Companies in the formulation and execution of general plans and policies of Client
Companies. Advise and assist Client Companies as to operations, the preparation of filings arising out of or
required by the various federal and state securities, business, public utilities and corporation laws, the selection
of executive and administrative personnel, the representation of Client Companies before regulatory bodies,
proposals for capital expenditures, budgets, acquisition and disposition of properties, expansion of business, rate
structures and other related matters.

B. Methods of Allocation

Cost of service will be determined in accordance with the Act and the rules and regulations and orders
thereunder, and will include all costs of doing business incurred by KUS, including a reasonable returm on
capital which will reflect a capitalization of KUS of no more than equity of ten percent (10%), and all associated
taxes.

KUS will maintain an accounting system for accumulating all costs on a project, activity or other appropriate
basis. The accounting systern will use codes to assign charges to the applicable

costs center, project, activity and account. Records will be kept by each cost center of KUS in order to
accumulate all costs of doing business. Expenses of the department will include salaries and wages of
employees, materials and supplies and all other expenses attributable to the department. Labor cost will be
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Schedule XXi - Methods of Allocation

loaded for fringe benefits and payroll taxes. To the extent practicable, time records of hours worked by all
service company employees, including all officers of such company (i.e., Chief Executive Officer, President and
Vice Presidents), will be kept by project and activity. In supplying services, KUS may arrange where it deems
appropriate, for the services of experts, consultants, advisors and other persons with necessary qualifications as
are required to perform such services. KUS will establish annual budgets for controlling the expenses of each

department.

Monthly KUS costs will be directly assigned to Client Companies where possible. Amounts that cannot be
directly assigned will be allocated to Client Companies by means of equitable allocation formulae or clearing
accounts. To the extent possible, such allocations shall be based on cost-causation relationships. All other
allocations will be broad based. In some instances, KUS cost centers which perform work for other service
company cost centers may use a surrogate allocation method that mimics the allocations of the receiver cost
center. Each formula will have an appropriate basis such as meters, square footage, etc.

Each Client Company will take agreed upon services and such additional or general or special services, whether
or not now contemplated, as are requested from time to time by such Client Company and which KUS
concludes it is able to perform. No amendment, alteration or rescission of an activity or project shall release a
Client Company from liability for all costs already incurred by, or contracted for, by KUS pursuant to the
project or activity regardless of whether the services associated with such costs have been completed.

Aliocation percentages will be calculated on historical data where appropriate and updated annually. Due to the
unique nature of the management services agreement contract with the Long Island Power Authority (LIPA), the
revenues, assets, etc. managed on their behalf, will be included in the basis with the applicable Client
Company’s data in order to determine appropriate allocations.

The method of assignment or allocation of costs shail be reviewed annually or more frequently if appropriate. If
the use of a basis of allocation would result in an inequity because of a change in
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operations or organization, then KUS may adjust the basis to effect an equitable distribution.

The applications of Service Allocations are described more fully below.

Service Department

Or Function Basis of Allocation
Fuel Management sendout

3-point formula

Marketing and Sales 3-point formula
Meter Operations #of meters
Research and Development 3-point formula

Gas and Electric Transmission and
Distribution Planning Property

Executive and Administrative 3-point formula

Definition of Allocation Factors to be used by KUS

Assets - A ratio based on total assets at the end of the year, the numerator of which is for a specific client
company and the denominator being all recipient client companies. This ratio will be calculated annually based

on actual experience. ‘

# of Meters — A ratio based on the number of meters at the end of the year, the numerator of which is for a
specific client company and the denominator being all recipient client companies. This ratio will be calculated
annually based on actual experience.

Expenses - A ratio based on total operation and maintenance expenses excluding fuel costs, the numerator of
which is for a specific client company and the denominator being all recipient client companies. This ratio will
be calculated annually based on actual experience.
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Property - A ratio based on gross fixed assets, valued at original acquisition costs, and investments owned in
other companies, including construction work in progress, at the end of the year, the numerator of which is for a
specific client company and the denominator being all recipient client companies. This ratio will be calculated
annually based on actual experience.

Revenue - A ratio based on the revenue for the previous calendar year, the numerator of which is for a specific
client company and the denominator being all recipient client companies. This ratio will be calculated annually
based on actual experience.

Sendout - A ratio based on the sendout for the previous calendar year, including gas used by the Client entity but
excluding Transportation customer volumes delivered for another gas supplier, the numerator of which is for a
specific client company and the denominator being all recipient client companies. This ratio will be calculated
annually based on actual experience.

3-Point Formula — This formula consists of three factors. It is designed to be an equitable and feasible tool to
act as a surrogate when direct charging or cost causal relationships can not be established. It is a calculated
ratio, which compares each of the formula factors for the Client Company to the total of the same factors for all
recipient Client Companies. The factors are an equal weighting of Revenue, Assets, and Expenses. These ratios
will be calculated annually based on actual experience.
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