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Honorable Jaclyn A. Brilling , Secretary 4 Re pori

State of New York Public Service Commission
Office of the Secretary

Three Empire State Plaza

Albany, NY 12223

Re:  Niagara Mohawk
PSC Case 01-M-0075
Report of Earnings

Dear Secretary Brilling:

Pursuant to Commission Opinion 01-6 issued December 3, 2001, which approved Niagara
Mohawk’s merger with National Grid Group, PLC, the Company hereby submits, in accordance
with Parts 1.2,3.6 and 1.2.5 of the Joint Proposal, its report of earnings for Electric Operations for
both the two year and four year periods ended December 31, 2006.

The annualized cumulative return on equity from electric operations for the four years
ended December 2006, amounted to 8.54 % as shown on page 1 of this report. This is below the
threshold of 11.75% and therefore demonstrates there is no need for a “Rate Re-opener Credit” as
described in section 1.2.3.6 of the Joint Proposal.

The annualized average return on equity from electric operations for the two years ended
December 2006, amounted to 9.50 % as shown on page 1A of this report. This is below the
threshold of 11.92% (11.75% + eamed incentive basis points) and therefore demonstrates there is
no need for “Earnings Sharing” as described in section 1.2.5 of the Joint Proposal.

For informational purposes only, the annualized return on equity from electric operations
for the twelve months ended December 31, 2006, amounted to 8.83 % as shown on pages 1, 1A, 3
and 4.

This report has been provided to the Commission Staff and other parties as shown on the
attached service list. Any questions regarding the report can be addressed to the undersigned at
(315) 428-5768.

Kindly acknowledge receipt of the enclosures by date-stamping the enclosed copy of this

letter and returning it to the Company.
Very truly you
% /4/()7/ .’

Attachments Peter A. Luvera
PAL/sep
cC: Active Parties List

Denise Gerbsch — DPS Staff

300 Erle Boulavard Wast
Syracuse, NY 13202-4250
315.428.5768 Fax 315.428.5786
peter.luvera @ us.ngrid.com



Case 01-M-0075
Proposed merger Niagara Mohawk & National Grid

Active Parties List As Of:
April 17, 2007

Presiding:
Jeffrey E. Stockholm, Administrative Law Judge
NYS Dept. of Public Service
Three Empire State Plaza
Albany, NY 12223-1350
Telephone: 518-474-8400
Fax: 518-473-3263
Email: jeffrey_stockholm@dps.state.ny.us

Frank J. Miller, Esq.

LeBoeuf, Lamb, Greene & MacRae, LLP
125 West 55th Street

New York, NY 10019-5389

Tel: 212-424-8164

Fax: 212-649-0460

E-mail: fmiller@ligm.com

FOR: National Fuel Gas Distribution Corporation
Michael W. Reville, Esq.

National Fuel Gas Distribution Corporation
6363 Main Street

Williamsvilie, NY 14221

Tel: 716-857-7313

Fax: 716-857-7254

E-mail: revilem@natfuel.com

FOR: Department of Public Service Staff
Jane Assaf, Esq.

NYS Department of Public Service

3 Empire State Plaza

Albany, NY 12223-1350

Tel: 518-474-4535

Fax: 518-486-5710

E-mail: jane_assaf@dps.state.ny.us

FOR: NYS Consumer Protection Board

David Prestemon, Esq.

NYS Consumer Protection Board

Five Empire State Plaza, Suite 2101

Albany, NY 12223

Tel: 518-474-5016

Fax: 518-473-7482

E-mail: david.prastemon@consumer.state.ny.us

FOR: The City of New York
Robert M. Loughney, Esq.
Couch White L.L.P.

540 Broadway, P.O. Box 22222
Albany, NY 12201-2222

Tel: 518-320-3404

Fax: 518-320-3495

E-mail; doughney@couchwhite.com

FOR: Natural Resources Defense Council
Katherine Kennedy, Esq.

Natural Resources Defense Council

40 W. 20th Street

New York, NY 10011

Tel: 212-727-4463

Fax: 212-727-1773

E-mail; kkennedy@nrdc.org

FOR: Energy Enterprises, Inc.
William R. Green, President and CEO
Energy Enterprises, Inc.

3401 Rochester Road, PO Box 687
Lakeville, NY 14480

Tel: 585-346-2200

Fax: 585-346-5214

E-mail: wngreen@energyenterprises.us

FOR: Pro se

Joseph F. Cleary, Esq.
6311 Sturbridge Court
Sarasota, FL 34238

Tek 941-925-2530

E-mail: jcleary7 @verizon.net



Case 01-M-0075

Paul! V. Nolan, Esq.
5515 N, 17th Street
Arington, VA 22205
Tel: 703-534-5509

Fax: 703-538-5257
E-mail: pynpwn@aol.com

FOR: AES Somerset

Tom Jesikiewicz

AES Somerset

7725 Lake Road

Barker, NY 14012

Tei: 716-795-9501

Fax: 716-795-3654

E-mail: tom.jesikiewicz@aes.com

FOR: AES Somerset

Charles Sjoberg

AES Somerset

7725 Lake Road

Barker, NY 14012

Tel: 716-795-9501

Fax: 716-795-3654

E-mait: charles.sjoberg@aes.com

FOR: Alliance for Municipal Power
James F. Fairman, Esq.

Alliance for Municipal Power
4232 King Street

Alexandria, NJ 22302

Tel: 703-894-2200

Fax; 703-894-2207

E-mail: wrussell@wrassoc.com

FOR: Amerada Hess Corporation
Martha Duggan

Amerada Hess Corporation
2800 Eisenhower Avenue, 3rd FI.
Alexandria, VA 22314

Tel: 703-317-2257

Fax: 703-317-2306

E-mail: mduggan@hess.com

FOR: Board of Public Utilities
Walter W. Haase

Board of Public Utilities

P.O. Box 700

Jamestown, NY 14702-0700

Tel: 716-661-1670

Fax: 716-661-1675

E-mail: whaase@jamestownbpu.com

April 17, 2007

FOR: Board of Pubiic Utilities of the City of Jamestown
Jeffrey C. Genzer, Esq.

Duncan, Weinberg, Genzer & Pembroke, P.C.

1615 M Street, NW, Suite 800

Washington, BC 20036

Tel: 202-467-6370

Fax: 202-467-6379

E-mail: jeg@dwgp.com

FOR: City of Albany

Andrew Gansberg, Esq.

Nixon Peabody LLP

30 South Pean Street

Albany, NY 12207

Tel: 518-427-2657

Fax: 518-427-2666

E-mail: agansberg@ nixonpeabody.com

FOR: Energetix, Inc.

Robert J. Hobday, Managing Director, Strategic Issues
Energetix, inc.

755 Brooks Avenue

Rochester, NY 14619

Tel: 585-463-3610

Fax: 585-235-3023

E-mail: rhobday@energetix.net

FOR: Fluent Energy Corporation
David W. Koplas, Esq.

Fluent Energy Corporation

403 Main Street, Suite 630
Buffalo, NY 14203

Tel: 716-842-1710

Fax: 716-842-1705

£-mail: dkoplas@fluentenergy.com

FOR: Harris Beach PLLC

Pietra G. Letteir, Esq.

Hamis Beach PLLC

Larkin at Exchange, 726 Exchange St., Suite 1000
Buffalo, NY 14210

Tel: 716-200-5112

Fax: 716-200-5215

E-mail: plettieri@harrisbeach.com

FOR: Internatl Brotherhood of Elec Workers, Local 97
Richard J. Koda, Principal

Koda Consulting, Inc.

409 Main Street

Ridgefield, CT 06877-4511

Tel: 203-438-9045

Fax: 203-438-7854

E-mail: fkoda@earthlink.net
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FOR: Muttiple tntervenors
Michael B. Mager, Esq.

Couch White L.L.P.

540 Broadway, P.Q. Box 22222
Albany, NY 12201-2222

Tel: 518-426-4600

Fax; 518-320-3496

E-mail: mmager@couchwhite.com

FOR: National Energy Marketers Assodiation
Craig G. Goodman, President

National Energy Marketers Association
3333 K Strest, NW, Suite 220

Washington, DC 20007

Tel: 202-333-3288

Fax: 202-333-3266

E-mail: cgoodman@energymarketers.com

FOR: National Energy Marketers Association
Stacey Rantala

National Energy Marketers Association
3333 K Street, NW, Suite 110

Washington, DC 20007

Tel: 202-333-3288

Fax: 202-333-3266

E-mail: sranlala@energymarketers.com

FOR: National Grid

James J. Bonner

National Grid

300 Erie Boulevard West, A-4
Syracuse, NY 13202

Tel: 315-428-5285

Fax: 315-428-5355

E-mail: james.bonner@us.ngrid.com

FOR: National Grid

Raebert H. Hoaglund li, Acting General Counsel
National Grid

300 Erie Boulevard West, A-3

Syracuse, NY 13202-4250

Tel 315-428-5320

Fax: 315-428-5740

E-mail: robert.hoaglund@us.ngrid.com

FOR: National Grid USA

Thomas Robinson, Esq.

National Grid USA

25 Research Drive

Waestborough, MA 01582

Tek 508 389-2877

Fax: 508 389-2463

E-mail: thomas.robinson@us.ngrid.com

April 17, 2007

FOR: New York Energy Service Providers Assoc. (NESPA)

Jeffrey B. Durocher, Esq.
Read & Laniado, LLP

25 Eagle Street

Albany, NY 12207

Tel: 518 465-9313

Fax: 518 465-9315

E-mail: jpd@readlaniado.com

FOR: New York Power Authority
Joseph J. Carline, Esq.

New York Power Authority

123 Main Street

White Plains, NY 10601

Tel: 914-390-8009

Fax: 914-390-8040

E-mail: joseph.carine@nypa.gov

FOR: New York Power Authority
Linda C. Payne

New York Power Authority

123 Main Street

White Plains, NY 10601

Tel: 914-390-8107

Fax: 914-390-8154

E-mail: linda.payne@nypa.gov

FOR: NYS Dept. of Economic Development
George M. Kazanjian, Assistant Counsel
NYS Dept. of Economic Development
30 North Peari Street
Albany, NY 12245
Tel: 518-292-5120
Fax: 518-292-5807
E-mail: gkazanjian@empire state.ny.us

FOR: NYS Dept. of Economic Development
Michael J. Santarcangelo, Director of Energy Policy
NYS Dept. of Economic Development

30 North Pearl Street

Albany, NY 12245

Tel: 518-292-5275

Fax: 518-292-5804

E-mail: msantarcangelo@empire.state_ny.us

FOR: Public Utitity Law Project
Ben Wiles, Esq.

Public Utility Law Project

194 Washington Ave., Suite 420
Albany, NY 12210-2314

Tel: 518-449-3375 Ext. 114
Fax: 518-449-1769

E-mail: bwiles@pulp.tc
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FOR: Rochester Gas & Electric Corporation
Mark O, Marini

Rochester Gas & Electric Corporation

89 East Avenue

Rochester, NY 14649

Tel: 585-771-4692

Fax: 585-724-8818

E-mail: mark_marini@rge.com

FOR: Select Energy New York, Inc.
Jon Colling

Select Energy New York, Inc.

507 Plum Street

Syracuse, NY 13204

Tel; 315-460-3368

Fax: 315-460-3281

E-mail: collinsip@selectenergy.com

FOR: Small Customer Marketer Coalition and
Retail Energy Supply Association

Usher Fogel, Esq.

557 Central Avenue, Suite 4A

Cedarhurst, NY 11516

Tel: 516-374-8400 Ext. 108

Fax: 516-374-2600

E-mail: ufogel@aol.com

FOR: Town of Somerset

Sarah L. Miller

Regulatory Walch Inc.

P.O. Box 815

Albany, NY 12201

Tel: 518-426-5126

Fax: 518-427-8227

E-mail: smiller@regulatorywatch.com

April 17, 2007



Nlagara Mohawk, a National Grid Company
Requlatory Earnings Electric Compliance Filing {per Joint Proposal Rate Agreement)
For the Rate Year Ended December 31, 2006

Includes Electric Rate Re-opener Re-evaluation and 2 Year Cumulative Earnings Report

Table of Contents

Page  Description
1 Re-evaluation for Electric Rate Re-opener Credit - 4 Year Cumulative ROE 2003 - 200(

1A Electric Earnings Sharing Review - 2 Year Cumulatlve ROE 2005 - 2006
2 Adjustments to prior years within the Cumulative Electric Earnings Sharing Period

Support for Most Recent Year - For the Rate Year Ended December 31, 2006

3 Return on Equity Calculation / Capital Structure

4 Income Statement per Books, and Adjusted (before interest)

5 Income Statement Adjustments

6 Support to Income Statement Adjustments

7 Monthly Income Statement (before Reg Adjustments and before Interest & Income Taxes)

8 Comparison of Average Historic Rate Base and Capitalization (EBCAP)

9 Rate Base Summary

10 Adjustment to Eamings Base - Interest Bearing CWIP

11 Long Term Debt and Notes Payable

12 Gas Supplier Refunds and Customer Deposits

13 Preferred Stock and Common Equity

14 Excess Temporary Cash Investment - A Reduction o Common Equity

15 Timing Difference between Dividends Declared vs. Paid

16 Capitalization Adjustments

17 Summary of Net Utility Plant

18 Monthly Balances of Gross Utility Plant and Monthty Balances of Non-Interest Bearing CWIP

19 Monthly Balances of Depreciation Reserve and Monthly Balances of Retirement Work in Progress
20 Rate Base - Regulatory Assets and Liabilities (detailed account list)

21 Rate Base - Summary of Working Capital

22 Working Capital - Cash Allowance and Working Capital - Materials & Supplies and Gas Storage
23 Working Capital - Prepayments

24 Tax Deduction for Interest Expense
25 Federal and State Income Taxes

26 Accum, Deferred Income Taxes - Rate Base and Capitalization Adjustments

C:\Documents and Settingsipeikeys\Local Setiings\Temporary Intemet Flles\OLK40\00- Reg Eaminga Compliance HYE 12-31-08.1ds, 06/28/2007



@ N R =

CE BERNUBBREBNYESSINE S

SO0 W N -

12
17
13

Page 1

Niagara Mohawk, a National Grid Company
Re-evalustion for Electric Rate Re-opener Credit - 4 Year Cumulstive ROE 2003 - 2008
(Million Dollars)
Joint Proposal 1.2.3.6.3: Re-evaluation in the event the Re-opener credit has not been implemented. Comparison of most recent 4 year cumulative ROE to 11.75% ROE
to evaluate need to re-open delivery rates prospectively. Same as Earnings Review, Stipulation section 6.1 to exclude Goodwill from Equity is not in effect until approved by the PSC

Individual Years Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Current Year = § Cal Year 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Per Books Common Equity (CE) $ 249068 25322 $ 28383 $ 30626 $ 3,274.0

Adj to reflect excess TCI $ - 18 - 8 - 8 - § (249)

Adj 1o reflect equity cap $ - $ - $ - $ (931) § (4364)

Adj to exclude Goodwill NA N/A N/A N/A N/A
Actual Common Equity (revised) $ 24908 )% 25322 § 28383 § 29695 § 28352
Original ROE's filed in each resp. year 9.53% 5.37% 9.53% 10.16%
Subsequent minor revisions (see Pg 1A) -0.04% 0.26% -0.35% 0.00%

Adj to exclude Goodwill N/A N/A NiA
Actual ROE in this filing 9.49%) 5.63% 9.18%

Actual (calculated) Net Income for CE § 2364 |$ 1426 § 2606

10.15% 8.83%

$ 3014 $ 2503

Cumulative ROE and Deferrsl Calculation

meport due
Actual Net income
Actual Common Equity (after adj for equity cap and exclusion of Goodwill)
Actual ROE (Net income J Equity)
ROE CAP spacific to Rate Re-opener
Difference
s Rate Re-opener requived ?

-alculation of Rate Re-opene redit (per JP 6
After-tax eamings avail for CE In Excess of 11.75% ROE
Commnea Federal & State income Tax Rate
Pre-tax samings in Excess of 11 75% ROE
Namber of years in penod
Annuailzed excess earnings
Re-opener Credit (50% of annualized excess eamings)

Avg CE bal including Goodwill, before any equity ad

JP At 17 C, Temp Cash Investment (TCI) in excess of $20.0m should reduce CE
JP Att 17 D, caps CE, modified by MOA re: pension & OPEB funding
Reduction to equity to exclude Goodwill {per Stipulation, section 6.1

Line 1 less lines 2, 3 and 4

Original ROE's filed in Electric Earnings Reports in each of the respective cal yr
ROE impacts shown on Pg 1A of this filing, revisions discovered afier original filing
ROE imnact of excluding Goodwill from equit;

Actual ROE used in the earnings sharing calculation

Line 10 * Line 5 (ROE * CE

4 year period for which ROE is cumulative

Sum line 12 for appropriaie 4 yesn

Cumulative [Cumulativel Cumuiative Cumulative Cumuistive Cumwlativa Cumulative
Yoars 1-4 { Yoars 25 | Years 3-8 Years4-7 Yesrs5-8 Years 69 Years 7-10
07/01/08 § 07/04/07 | O7/01/08 O7/01/0% O7/01/10 0709111 070112
$ 9410]$ 9549
$10,830.6 | $11,175.2
8.69% 8.54%)
1.75%] 11.75%] 11.75%  11.75%  11.76%  11.75%  11.75%
-3.06% -3.21%)
[ No |

3.875 4.000 4.000 4.000 4.000 4.000 4.000

A
'

€A
'

19 Sum line 5 for appropriate 4 years

20 Line 18/ Line 19 (Net Income / Equity

21 JP 1.2.3.6 Re-Opener threshold is 11.75% ROE, no adj for performance re: Aut §
22 Line 20 - Line 21

23 "Yes" if Line 22 is greater than zero (i.e. Actual cum ROE exceeds 11.75%
26 If Line 22 > 0, then Line 22 * Line 19 (Excess ROE * CE

27 Federal income tax rate 35.0% and NYS 7.5% (after fed deduction = 4.875%)
28 Line 26 * (1+ Line 27)

29 first period yrs 1-4 = 3,875 (Feb 15, 2002 - 12/31/05), all other periods = 4 yrs
30 Line 28 / Line 29

31 Line 30 * 50% ratepayer share

X:\Casa 01-M-0075 MergerReport of Eamings (Electric)\Electric Eamings Report (FYE 12.31.08)\00- Reg Earings Compliance HYE 12-31-08.xs, 06/28/2007
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Nisgara Mohawk, a National Grid Company
Elsctric Earnings Sharing Review - 2 Year Cumulative ROE 2005 - 2008

Page 1A

{Million Dollars)

Joiut Proposal 1.2.5.1: 2005 - 2006 twe year cumslative earnings comparison te 11.75% ROE plus sarned incentive basis pts sot forth in JP 1.2.5.4 and At 8,
Stipulstion section 6.1, excludion of Goedwill from Equity, will oaly spply prospectively after PSC approval (which was pesding at the time of this filing).
Individual Years Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Current Year = 5§ Cal Year 2002 2003 2004 2005 20086 2007 2008 2009 2010 2011
Pear Books Common Equity (CE) $ 24906 § 25322 § 283838 10626 § 32740
Ad] 1o reflect excesa TCI $ - $ - s - H - 3 {2.4Y
Ad] to refiact equity cap s - % - 8 - |$ (931) $ (438.4)
Adj to exclude Goodwill N/A MNiA N/A N/A N/A
Actuail Common Equity (revisad) $ 24006 § 25322 § 248383 |8 20695 § 28352
Original ROE's Ned in sach resp yem 953% 5.37% 9.53% 10.45%
Subsaquent Minor revisions (see Py 1A -0.04% 0.26% -0 5% 0.00%
Adj 1o exclude Goodwil NIA N/A N/A NSA NIA
Actual ROE in tha filing 948% 563% 8 18% 10 15% 8.83%
Actusl (calculated) Net Income for CE § 2384 § 1428 $ 26065 3014 § 2503
ROE CAP (perJP 1.2.5.1 & 1.28.4) 11.75% 11.75% 11.75% 11.75% 11.75% 1.75% M.75% 11.75% 11.75% 11.75%
Eamed Low Income Prog. Incentive 0.05% 0.05% 0.05% 0.05% 0.05% 0.00% 0.00% 0.00% 0.00% 0.00%
Eamed Competition Incentives 0.00% 2.04% Q17% 0.06% 2.12% 0.00% 0.00% 0.00% 0.00% 0.00%
ROE CAP inclnding samed incentives 11.80% 11.84% 11.97% 11.86% 11.92% 11.75% 11.75% 11.75% 11.75% 11.75%
Was a Rate re-opener required 7 (ses previous pags) No No
Cumulative ROE and Deferral Calculation Cumulative | Average | Aversge Average Aversge Averaga  Average
Yoears 14 | Years 4-83 | Yoars 56 Years6-7 Years7-8 Years 88 Yeams 510
reportdue  07/01/06 | 07/01/07 | 07/01/08 07/01/02 O07/01/10 O7/I0MM11 O7/01/12
Actuat Net Income $ 941.0]8% 2759
Aciual Comimon Equity (after ad) for squity cap and exclusion of Goodwil)  § 10,8306 | § 2,902.4
Actual ROE (Net ncome / Equity) 8.69% X
ROE CAP Including aamed incentives (weighted avg) 11.89%
Difference -3.18% -2.38%
After-tax Eamings Batween Cap and 14% $ - |8 -
Afier-tax Eamings Betwean 14% and 16% $ $ -
ARer-tax Eamings Over 18% $ - s -
Deferral Between Cap and 14% $ - $ -
Deterral Betwean 14% and 18% $ N | ] -
Deferral Over 16% $ - IS -
Total Deferral {(afler-tax $) $ - IS -
Combined Federal & State Income Tax Rate 30.875%] 20.875%
Total Dafarral grossed up for income taxes {pre-tax $) $ - S -

Avg bal including Goodwill, before any equity ad

IP At 17 C, Temp Cash Investment (TCT) in excess of $20.0m should reduce CF
IP Att 17 D, caps CE, modified by MOA re: pension & OPEB funding

Only applicable prospectively AFTER PSC approves March 22, 2007 Stipalation, &
Line I less lines 2 & 3

Original ROE's annual Electric filings for resp year

ROE impacts shown on Pg 1A of this filing, revisions discovered afier original filin
Only applicable prospectively AFTER PSC approves March 22, 2007 Stipulation, 6
Actual ROE used in the earnings sharing calculatios

Linc 10 * Line 5 (ROE * CE

JP A 17

Potential add"] pis (per Joint proposal 1.2.5.1 snd 1.2.5.4 & Att. 8, sec 4.1]

Potential add'l pis (per Joint proposal 1.2.5.1 and 1.2.54 & Ad. 8, sec 4.2]

Sum of lines 14 theu 16

IF atvy year is "yes™, then modified sharing %'s are used (sco JP 12.5.3

i Tend:
ve ¢

23 (Years 1-4) Swn Line 12, (al] other columns) Average Line 12 Excont Years 4-5
where the amount for Year 4 will be theminimun of Line 17 * Line § or Line 12

24 {Yean 1-4) Sum Line 5, (all other columns) Average Line :

25 Line 23/ Line 24

26 Weighted Average of Line 17 (Woighted by Line 5

27 Line 25 - Line 2¢

28 Line 25 Between Cap and 14% * Line 2¢

29 Line 25 Between 14% and 16% * Line 24

30 Line 25 Greater than 16% * Line 24

31 Line 28 * 50%

32 Line 29 * 75% (50% if no Rate Re-opener and befoes Jan 1, 2009

33 Line 30 * 90% (50% if no Rate Re-oponer and before Jan 1, 20097

34 Line 31 + Line 32 + Line 32

35 Federal rate 35.0% and NYS 7.5% (after fed deduction = 4.875%)

36 Line 34 * (1+ Line 35)

X:\Case 01-M-0076 MergerReport of Eamings (Electric)\Electric Eamings Report (FYE 12.31.06)\00- Reg Eamings Compliance HYE 12-31-06.xs, 06/28/2007
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Niagara Mol National Grid

Adijustments to prior years within the Cumulative Electric Earnings Sharing Periog

~ Electric
C€Y03  Cvod _SM{J

Filing date 7M/03 6/30/04  6/30/05

ROE filed 9.53% 537% 9.53%
R

LTD avg rate 0.89%

Description: Bluebook rate overstated due to use of maximum NYSERDA rate.
This was discussed w/ & letter sent to PSC Staff (RAV) on 2/25/04.

Gas Supplier Refund rate 0.00%  0.00%
Description: CYO03 & 04 incorrectly used the Cust Deposit rate. Howaver, due to the very
small balances in both years, this revision has no Impact on ROE.

Capitalization Adjustments & Ratebase -0.93%  -066% -0.35%

Description: A Jan'06 review with Accounting of the balance sheet resulfed in some changes in the treatment

Page 2

of centain accounts. The above impacts include related deferred tax impacts. See pgs 26 thru 36 for detailed revisions.

Income Tax corrections

Correct tax depreciation 0.92%

subtotal ROE change -0.04% 0.26% -0.35%
ROE revised 9.49% 563% 9.18%

X:\Case 01-M-0075 Merger\Report of Earnings (Electric)\Electric Eamings Report (FYE 12.31.06)\d00- Reg Eamings Compliance HYE 12-31-06.xls, 06/28/2007
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Nliagara Mohawk, a National Grid Company
Return on Equity Calculation / Capital Structure

For the Rate Year Ended December 31, 2006

Page 3

Capltal Structure (Total)
($000's)
Adjusted for CAP (1) Weighting Weighted
ki o8 Avg Amount Percent Cost Cost
Long Term Debt amtpg 14, costpg11  $ 3,097,229 41.75% 5.97% 2.49%
Notes Payable amt pg 14, cost pg 11 729,476 9.83% 4.95% 0.49%
Gas Supplier Refunds amt pg 14, cost pg 12 2,315 0.03% 4.72% 0.00%
Customer Deposits  amt pg 14, cost pg 12 41,564 0.56% 3.00% 0.02%
Preferred Stock amt pg 14, cost pg 13 46,335 0.62% 3.95% 0.02%
Common Equity amt pg 14, cost is calc 3,501,489 47.20% 8.01% 3.78%
Total $ 7,418,408 100.00% 6.80%
ROR (pg. 4 In 43)
Capital Structure (Electric)
83.08% Allocation pgs8 nFTT T
Allocated Woeighting Weighted
Amount Percent Cost Cost
Long Term Debt $2,573,178 41.75% 5.97% 2.49%
Notes Payable 606,049 9.83% 4.95% 0.49%
Gas Supplier Refunds 1,923 0.03% 4.72% 0.00%
Customer Deposits 34,531 0.56% 3.00% 0.02%
Preferred Stock 38,495 0.62% 3.95% 0.02%
Common Equity 2,909,037 47.20% 8.83% 417%
Total $6,163,213 100.00% 7.19%
ROR (pg. 4 In 43)
Capital Structure (Gas)
16.92% Allocation pTRE T
Allocated Weighting Weighted
Amount Percent Cost Cost
Long Term Debt $ 524,051 41.75% 5.97% 2.49%
MNotes Payable 123,427 9.83% 4.95% 0.49%
Gas Supplier Refunds 392 0.03% 4.72% 0.00%
Custorner Deposits 7,033 0.56% 3.00% 0.02%
Preferred Stock 7.840 0.62% 3.95% 0.02%
Common Equity 592,452 47.20% 3.96% 1.87%
Total $1,255,195 100.00% 4.89%

ROR (pg. 4 In 43)

Note: (1) components of book capital have baan adjusted based on % to total, to comply with Equity Cap set forth in JP att. 17 & the MOA

C:\Documents and Settings\pelkeys\Local Settings\Temporary Intemet Files\OLK40\00- Reg Eamings Compliance HYE 12-31-06.xis, 06/28/2007



N a Mohawk, a N | Grid n Page 4

Income Statement : 1 Books, and d usted 1before i st
For the Rate Year Ended December 31, 2006

($000's)
Per Books Adjustments As Adjusted
Total Electric Gas Total Electric Gas Total Electric Gas
Operating Revenues
Revenue $ 4,184,542 $ 3,245,585 $ 938957 $ 2271y $ - $ (227) $ 4184315 $ 3,245,585 $ 938,730
Purchased Power Costs 1,340,381 1,340,381 0 0 0 1,340,381 1,340,381 0
Purchased Gas Costs 647,530 0 647,530 0 0 647,530 0 647,530
Ravenue Taxes 26,625 18,952 7674 0 26,625 18,952 7,674
Total Deductions 2,014,537 1,359,333 855,204 0 0 0 2,014,537 1,359,333 655,204
Total Gross Margin 2,170,005 1,886,252 283,753 (227) 0 (221) 2,169,778 1,886,252 283,526
Operating Expenses
Departmental Expenses 668,164 566,733 101,432 57,729 35,759 21,970 725,893 602.491 123,402
Bad Debts 36,242 25221 11,022 0 36,242 25221 11,022
Systems Benefits & RPS charges 50,620 50,620 0 0 50,620 50,620 0
Nuclear Fuai Disp Liab interest 0 0 0 7,131 7131 n‘a 7,131 7,131 1]
Other 0 0 0 0 0 0 0
Total Operating Expense 755,026 642,573 112,453 64,860 42,890 21,970 819,886 685,463 134,423
Depreciation 200,172 161,940 38,232 200,172 161,940 38,232
Amortization of Stranded cost 361,584 361,584 0 361,584 361,584 0
Amortization other 8,921 7,981 940 8,921 7,981 940
(Gain) or Loss on Dispostiion of Facilities (23) (20) 4) (23) (20) )
Property Taxes 163,174 130,512 32,662 163,174 130,512 32,662
Payroll Taxes 22,218 19,764 2,454 22,218 19,764 2,454
Other 0 0 0 0 0 0
Total Opersting Revenue Deductions 1,511,072 1,324,335 186,737 64,860 42,890 21,970 1,575,932 1,367,224 208,707
Net Operating Revenues 658,934 561,918 97,016 (65,087) (42,890) (22,197) 593,847 519,028 74,819
Other Income 0 1] 0 0 0 0
Other adjustments ™ 0 0 0 0 0
Oper income Before Interest & Income Taxes § 658,934 $ 561,918 $ 97016 $ (65087) $ (42890) § (22197) $ 593,847 $ 519028 $ 74,819
Income Taxes
Federal income Tax 25 : 136,219 116,966 19,253
State Income Tax seepg 25 30,282 27,076 3,206
Totat Income Tax 166,501 144,042 22,459
Oper Income After Income Taxes $ 427,346 $ 374,986 $ 52,360
-
o
Rate Base 9 $ 6283126 $ 52137336 $ 1,069,790 'S
Rate of Returm (ROR) 6.80% 7.19% 4.89%
Total Electric Gas

Return on Equity (ROE) 8.01% 8.83% 3.96%

Incentiva pts aamed - Low Inc Cr & Competition Crs
Threshold Earnings Level wa ~ seepgl

' base ROE thrashold for Eiectric 11.75% reflects JP 1.2.5.1, and Gas 10.60% JP

X:\Case 01-M-0075 Merger\Report of Eamings (Electric)\Electric Eamings Report (FYE 12.31.06)\d00- Reg Eamings Compliance HYE 12-31-06.xs. 06/28/2007
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Niagara Mohawk, a National Grid Company Page
Income Statement Adjustments
For the Rate Year Endsd December 31, 2006
Adjustments to be Recognized
By Inc Stmt line item ($000's)
Electric Gas
Operating Revenue Adjustments:
»12528 To sxclude 50% of incremental revenue to customers’ squipment
al a customer's axplich request provided for in Rule 28 of PSC 207 ¢ n/a
JP12528 To exclude 50% of royalities related to commercialization of R&D technology
(pursuant to Sec 4.4.1 of At 23) 2 - n/a
Adjdusioscclg.  Recdass MRA Interest Savings deferral, from Int, back to reduce Rev - nfa
99-G-0338 Sec vV, D  To axclude Gas capacity incantive gain / (loss) nfa -
90-G-03368 Sec v, 0 To excluda Co's {gam) / Ioss on non-core Gas sharsd revenues n/a (306)
90-G0338 Sec v, 0 To exclude Co's {gain) / loss on Gas SC-4, SC-6 and Special Contracis n/a 79
Total - (227)
Oparating Revanue Deductions Adjustments:
n/a
Total -
Departmental Expense Adjustments:
P12523 To exclude executive incentives ICP 1 8.11) '
JP 12523 To exclude emp Incentive compensation accrual (50% Elec / 100% Gas) {5,018) {2,055)
JP123523 To exclude add1 50% Elec Inc comp if Serv Quality Penalties >$7.5m (5,017) na
JP 12523 To exclude add1 Elec Inc comy - to extent Dept exp Exceeds JP target - na
JP125238Tad. To exclude Supp Exec Retire Plan exp '
JP 1235 (0)6 To allocate Expenses as oulined in the Joint Proposal (12,156) 12,156
JPt2527481.68 To addback to exp 50% synergy savinps, sfficlency gaine & costs to achieve
(JP Att 18: Gas started in Sept03) 57,950 11,869
Total 35,759 21,970
Non-Departmental Expense Adjustments:
Adduetosccty.  To Inciude Nuciear Fuel Disposal Liability Interast (booked to Interest) 7,131 n/a
JP 125823 To excluds employee incentive compensation accrual expense - -
Totat 7,131
Other Income:
F12524 To sxciude Constellation interest income *
Incoms BEFORE tax Impact (42,890) (22,197)

' Ne edjustment is necessary for Constaliston interest income (a/c#810.40.008) or for executive incentive, since these iteme are
booked in Other Income & Income Deductions, which basad on iraditional methodology are not included in regulatory income.
? No adjustment is nacessary for Rule 28.4 work or R&D royalties, since 50% of the incremental revenue is deferred {removed from income)

X:ACase 01-M-0075 Merger\Report of Eamings (Electric)\Electric Eamings Report (FYE 12.31.06)\d00- Reg Eamings Compliance HYE 12-31-06 xis, 06/28/2007
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Niagara Mohawk, a National Grid Company Page
Support to Income Statement Adjustments
For the Rate Year Ended December 31, 2006

o SO000)
Gas
n‘,l Non-con Gas Rcvmues
Sharehoider portion of Off-Sys Sales or non-core revenue (from M Collisr RYE margin) n/a 306
Misc revenue booked to reflect ratepayer's share (If appiicable) n/a -
Net Amount of shareholder impact as booked 306
b) Gas SC4, SC8 and Speclal Contracts:
Total amount Over (Under) SC4, SC8 and Spac Contract targets - subject to sharing n/a {6,370)
Misc revenue booked reflect ratepayer's shars  (per M Cotlier RYE 12/31/06 margin) na . 529
Net Amount of sharehoider impact ag booked (note: o exclude from income, sign must reverse) _“__ (79
Non-Degarimentai Expenses Rlegtric Gas
Nucilear Fuel Disposal Liabllity interest {per books)
ML 184 Subsidiary Ledger {offset is stiil Intereat axp)
afc#21310000 thru Feb'02, then reclsssed to #24205138 ($000's)
RYE 12/31/06 7131 n/a
NM incentive Ad] (Elec JP 1.2.52.3 | Gas 100%)
JP1.2523 Addback 100% Executive - SARS  (below-the-ine #£417118, not in Reg O&M) - -
JP12523 Addback 100% Executive - ICP | & Il {bolow-theine #417100, not in Reg O3M) - ) -
Total Executive Incentive axp to Addback - T
Total Non-Exec Incentive exp bocked (ICP Ml & ARB, All Goals & Spot) $ 10,035  § 2,055 $ 12,090
83% 17%
Elec Addback 50% Gas Addback 100%
JP 12523 Addback of Non-Exec Incantive (50% Elec / 100% Gas) 5,018 2,055
JP1.2.523 Addback remaining 50% Elec if Service Penalilss excesd $7.5m 5,017 nia
JP12523 Additional Elec Addback adj if Dept Exp are GREATER THAN Dept Forecast ] 0 . nia
Total Adj to Addback Exec & Non-Exec Incentive Comp $_ 10,0380 § 20850
JP12523

Elec Adj (Glsalready @ 100% addback) May have to Addback more lhan Ihe50% of non-executrve incantive comp to eamings,
Test A) 100% Addback #f Sve Quality Penalties are greater than $7.5m, OR
Test B} to the extent actual (adjusted) Dept exp EXCEEDS the Joint Proposal forecast (Att 12).

($000's)
Test A: Svc Penalties were ABOVE the threshold. (act# 426300) $ 10833 =Penalties [VES ]
Electric

TealB DoptEproracast {JoimPropoeaIAuﬂ ngln 10) $ 450,214 *
Total m Oper Exp (YE Doc‘06) as shown on incoma Stmi $ 685,463
Reverse reg adj that added back 50% synergy savings (above) (57,950)
less: incentive comp. still embedded in Adj. Oper Exp. -
less: net Pension (assumes actual = JP Att 16 allowance "Rev Avg®) (16,714)
less: Pen Settle adj {if any during the pericd) -
iess: net OPEB (assumes actual = JP Att 16 sllowance "Rev Avg"} (29,928)
less: VERP | amort {if any during the period)
less: VERO Hl exp (if any during the period)
less: not SIR  (assumes actual = JP Att 1, pg 6 allowance) (10,200)
iess: NYSERDA SBC & RPS axp (50,620)
less: Nuclear Fuel Disp liab Interest (added to O&M in reg adj) (7,131)
less: 53rd labor wk -
less: Strand amort
less: MRA amort
less: RS11S0 chgs
Total subject to test 512,920

Amt Over / (Under) JP Att 12 Dept exp Forecast  § 82,706

iF Adj Actusl Dept is OVER target, the adj lo elim Elec non-exsc Inc Comp may increaze
Answer: Dept OVER target, but 100% Elsc Addback due to Svc Panalties o n/a

ANt 12, Pg 2 Ln10 Dept exp exciucdes Pen & Opsb and includes 100% nelf synergy savings

X:\Case 01-M-0075 Merger\Report of Eamings (Electric)\Electric Eamings Report (FYE 12.31.06)\d00- Reg Eamings Compliance HYE 12-31-06.xls, 06/28/2007
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Operating Revenues - Electric
Operating Revenue
Purchased Power Expense
GRT

Electric Gross Margin

Departmental Expenses
Uncollectible Accounts
S8C / RPS expensa
Other
Subotal Operating Expensa - Electnic

Depreciation
Amortization - Stranded cost
Amortization « pther

(Gain) or Loss on Dispostiion of Faciities

Proparty Taxes

Payroll Taxes

Other Taxes

Total Oper. Rev. Deductions - Electric

Net Operating Revenues - Electric
Other Income Electric
Other Adjustments Electric

Bres azszs=aa:as=ssssaa=an:ﬁsa’

o
~

Operating Revenyes - Gas
Ravenue
Purchased Gas Costs
Revenuo Taxes

Gas Gross Margin

Deapartmental Expenses
Bad Debt expense
SBC /RPS expoanse
Other
Subtotal Operating Expense - Gas

Amortization - other
(Gain) or Loss on Dispostiion of Facilities

Propety Taxes
Payroll Taxes
Other Taxes

Total Opat, Rev, Daductions - Gas
Net Operzting Revenues - Gas
Other Income Gas
Other Adjustments Gas

i s ek i Vi < Bl 3

Page 7
Total Jan-06 Feb-06 Mar-06 Apr-06 May-06 Jun-06 Jul-06 Aug-06 Sep-06 Oct-06 Nov-06 Dec-06
$ 3245585 $ 270,531 $280,354 $276218 $ 229691 $ 245041 $ 256931 $§ 319599 § 334,303 § 235081 $ 253,048 $ 251,153 $ 293,636
1,340,381 110,018 106,063 117,227 92718 93,658 118419 146,077 140,201 91,305 97,963 101,424 125,308
18,952 888 1,871 1,751 1,737 1,383 1,630 1,669 1,716 1,663 1,556 1,464 1,624
1,886,252 159,625 172,421 157,241 135235 150,000 136,882 171,853 192,386 142,114 153,528 148,264 166,704
566,733 41,761 49,676 55,731 35411 46,547 38451 42,679 43,825 43,004 59,449 58,411 51,789
25,221 7,557 1,020 (6,777) 5,891 3,348 268 3,940 3,528 (4,700} 4,789 313 3,227
50,620 3,890 3,890 3,890 3,883 3,883 3883 3,883 4,750 4,320 4,320 5,245 4,782
642,573 53,208 54,586 52,844 45,184 53,778 42,602 50,502 52,102 42,625 68,559 66,786 59,798
161,940 13,285 13,307 13,348 13,448 13,504 13,496 13,610 13,487 13,540 13,607 13,646 13,662
361,584 21,799 21,799 21,799 32,910 32,910 32,910 32910 32,910 32,910 32,910 32,910 32,910
7,981 665 665 665 665 665 665 665 665 665 665 665 665
(20) : : . - . . (20) - - - - -
130,512 11,478 11,482 10,254 11,829 11,831 11,829 11,568 11,757 11,835 10,065 10,0860 6,524
19,764 2,282 1,855 1,922 1,407 1,525 2,101 1,651 1,506 1,017 1,730 1,599 1,07
1,324,335 102,717 103,794 100,831 105,442 114,212 103,602 110,887 112,427 102,591 127,536 125,666 114,630
561,918 56,908 68,627 56,409 29,793 35,788 33,279 60,966 79,959 39,523 25,993 22,598 52,075
$ 938957 % 161900 $145696 $151325 § 88798 5 55961 § 39761 § 32057 § 299860 § 28846 $ 35516 $ 71745 $§ 9831
847,530 125,771 113424 117,462 60,574 33,975 15,680 15,654 14,691 13,334 16,840 45,410 69414
7,674 1,147 1,025 1,035 780 540 412 an 300 318 399 815 772
283,753 34,931 31,249 32,827 27,444 21,447 18,370 16,071 14,989 15,194 18,277 24,719 28,185
101,432 7.798 7.835 10.215 6,661 7,999 8,488 7,728 8,082 8.805 8,645 12,218 8,955
11,022 2917 arz (2.671) 2,261 1,274 864 1,569 1,685 (1,790} 1,894 1,276 1351
112,453 10,716 8,207 7.544 8,941 9,274 9,352 9,297 9,768 5015 10,539 13453 10,307
38,232 3.140 3,145 3,181 3177 3,187 3,185 3,190 3,189 3,197 3,205 321 3,215
940 78 78 78 78 78 78 78 78 78 78 78 78
“ - - - - - - @) - - - - -
32,862 2,870 2,868 2,564 2,957 2,970 2979 2,809 2,942 2,957 2,515 2,515 1,627
2,454 239 239 267 188 207 283 195 189 119 209 189 129
WETIT  ATOBT WAE37 U A3635 T 18342 T 15716 15887 15856 46166 T 11,367 16548 19487 15356
97,016 17,939 16,712 18,192 12,102 5,730 2483 415 {1,176) 3827 1,731 5,232 12,829
$ 97016 § 17,939 $ 16712 $ 19,192 $§ 12,102 § 5730 § 2483 § 415 § (1,176) § 3827 $§ 1,731 § 5232 § 12829

X:\Case 01-M-0075 Merger\Report of Earnings (Electric\Electric Eamings Report (FYE 12.31.06)\00- Reg Eamings Compliance HYE 12-31-06.xis, 06/28/2007
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Nia ha 1G
arig prage Historic Rate B pitalizs
For th te Year Ended December 31, 2006
{$000's)
Reference TOTAL ELECTRIC GAS
AVERAGE RATE BASE - PER BOOKS ipgs int1 $ 6,279,010 $ 5,209,807 $1,089,203
ADD: Average interest-bearing
CWIP Q.10 In 15 68311 63438 4473
TOTAL EARNINGS BASE (A+B) .68.347.321 £ 2273245 %1.074,076
Percent 100.00% 83.08% 16.92%
AVERAGE CAPITALIZATION (CE adl for TCI'if needed, and includes Goodwill):
Long Term Dabt pg.11 In 18 $ 2,752,127
Notes Payable pg.i1 n 18 648,198
Gas Supplier Refunds pg.12 n 17 2,057
Customer Deposits pg.12 n 41 36,933
Preferred Stock pg.13 In 17 41,172
Common EQuity texd ow: ind TGt e pg.13 In 54 3,037,923
$ 7.418,408 $ 6,163,213 $1,255,195
Add dividends daclared but unpaid
representing the timing difference
between declaration and payment pg.15 In 16 +45 272 226 46
SUBTOTAL {D+E) $ 7,418,680 $ 6,163,439 $1,255,241
[LESS Average Investments in: |
Detalled balance sheset accounts Pg.16 In 58 $ (138,776)
Accumulated Def Inc Tax Adiustment  pg.26 In 17 + 42 {8,557)
Goodwill Activity 114102 1,214,576
Total Deductions $ 1067243 $ 886,665 $ 180,577
Capitalization Dedicated to Public
Service (F-G) $6351437 §$___5276774  $1074.663
Excess Eamings Base (Total Eamings Base)
less Average Capitalization Devoted to
Service Cumrent Customers) (C-H) $ {4,118) $ {3.529) $ {387)

C:\Documents and Seltings\pelkeys\Local Settings\Temporary Intemet Flles\OLK40\00- Reg Eamings Compliance HYE 12-31-08.xis, 06/28/2007
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Niagara Moh National Grid Compan
Rate Base Summary
For the Rate Year Ended December 31, 2006
($000's)
Reference Total Electric Gas
Net Utility Plant po.17ih15 $ 4,896,068 $ 3,804,005 $ 1,092,063
Reguiatory Assets / Liabilities pg. 20 In 80 2,565,563 2,537,128 28,435
Accumulated Deferred Income Taxes - Federal pg. 26 in 17 (1,294,082) (1,158,909) {135,173)
Accumulated Deferred Income Taxes - State  pg. 28 in42 {86,470) (76,804) (9,666)
Working Capital pg. 21 In 12 197,931 104,387 03,545
subtotal avg. before EBCAP ad|. 6,279,010 5,208,807 1,069,203
Excess Eamings Base pg. 8 In 31 4,116 3,529 587
Total Rate Base $ 6,283,126 $ 5,213,336 $ 1,069,790

X:\Case 01-M-0075 Merger\Report of Eamings (Electric)\Electric Eamings Report (FYE 12.31.06)\d00- Reg Eamings Compliance HYE 12-31-06.xds, 06/28/2007
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Page 10

Niagara Mohawk, a Natlonal Grid Company
Adjustment to Eamings Base - Interest Bearing CWIP
For the Rate Year Ended December 31, 2006

($000's)
Total Electric Gas
Total avg. CWIP (see below) $ 111514 § 100,383 § 11,131
PS&4
111,514 100,383 11,131
Less:
Orders without Allowance (see below) (43,203) (36,945) (6,258)
CWIP included in Rate Base - - -
Total CWIP 68,311 63,438 4873
Plus:
Nuclear Fuel CWIP (a/c# 10401000)
Average Interest Bsaring CWIP $ 68311 $§ 63438 $§ 4,873
U . Whole$)
... TowmiCWIP(H)  Orders without Allowance (1)
Elec Gas Common Elec Gas Common
Account#s:  101.02 102.12 103.22
Oec-05 $ 93,553,041 $ 14020683 § 7874634 | $ 32,724854 $ 7,810,923 $ 4,735018
Jan-06 104,810,472 16,607,798 7,349,148 ! 36,662,703 9,252,204 4,419,043
Feb-06 104,905,061 14,986,818 8,076,196 | 36,695,790 8,349,156 4,856,217
Mar-06 78,724,093 8,130,257 9,055,622 27,537,688 4,529 366 5,445,146
Apr-06 63,759,768 6,854,497 8,812,841 22,303,167 3,818,640 5,299,161
May-06 62,726,609 6,591,688 10,009,187 . 21,841,768 3,672,229 6,018,524
Jun-06 105,613,184 8,107,069 11,484,991 | 36,943,492 4,516,448 6,905,925
Jul-06 109,910,792 9,574,132 10,802,939 38,446,795 5,333,749 6,495,807
Aug-06 107,574,863 6,409,856 10,918,469 37,629,687 3,570,931 6,565,276
Sep-06 101,038,111 9,372,485 6,969,523 | 35,343,131 5,221,412 4,190,774
Oct-06 91,249,640 9,392,281 5,609,809 31,919,124 5,232,440 3,373,178
Nov-06 84 623,985 9,975,082 6,698,640 33,099,470 5,557,118 4,027,892
Dac-06 91,022,938 10,290,556 6,116,645 31,839,824 5,732,869 3,677,939
12 month average 93,102,047 9,846,465 8,565,250 32,567,096 5,485,466 5,150,285
85.0% 15.0% 85.0% 15.0%
Alloc of Common 7,280,463 1,284,788 (8,565,250) 4,377,742 772,543 (5,150,285)
e e e e i i A e e s et 1t e+ e
Total _$100,382,510 $ 11,131,253 $ __ .$36944839 $ 6258009 $ -

(1) excludes PSi costs

X:\Case 01-M-0075 MergeriReport of Eamings (Electric)\Electric Eamings Report (FYE 12.31.06)\d00- Reg Earnings Compliance HYE 12-31-06.xis, 06/28/2007
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Avg NP Weighted Avg

Belance  ImRate NP int Rate

Long Yerm Dabt (LTD)  (Whole $) 1 . , Notes Payabla (NF) (Whole $)
I = Acclg 7
PPN  Less Loss Adjusted LTD  Mthly Avg LTD Weighted Avg || Nat Grid USA Sve Co. NM Holdings Total NP
JolallTD*  Nuc Fuel Disp Unrog Gen ™ Balances Int Rate LTD i Rate |l Notes Payadle  Int Rate Notes Payable [nt Rate
Il
Dec-05 2,923,862,536 - - 2,923,862,536 6.00% 0.27% 112 696,000,000 4.28% 44,000,000  4.23% 740,000,000
Jan-06 2,923,885,794 - 2,023,885,794 5.95% 0.53% || 706,500,000 4.40% 49,500,000  4.39% 756,000,000
Feb-06 2,923,909,052 - - 2,923,909,052 5.95% 0.53% 1] 729,500,000 4.52% 49,500,000 4.53% 779,000,000
Mar-06 2,823,932,310 c - 2,923,932,310 5.99% 0.53% || 567,000,000 4.70% 11,900,000  4.65% 578,900,000
Apr-06 2,923,955,568 - = 2,923,955,568 5.99% 0.53% || 494,500,000 4.86% 11,900,000  4.65% 506,400,000
May-06 2,648,978,826 - 5 2,648,978,826 6.31% 0.51% || 700,500,000 5.01% 26,900,000  4.99% 727,400,000
Jun-06 2,649,002,064 - - 2,649,002,064 5.88% 0.47% I 629,000,000 5.19% 35,900,000 5.15% 664,900,000
Jul-08 2,649,025,342 - - 2,649,025,342 5.94% 0.48% || 541,000,000 532% 41,000,000  532% 582,000,000
Aug-06 2,649,048,600 - - 2,649,048,600 5.91% 0.47% 1} 496,000,000 5.28% 41,000,000 527% 537,000,000
Sep-06 2,649,071,858 . = 2,649,071,858 5.88% 0.47% || 637,000,000 5.27% 39,500,000  5.26% 676,500,000
Oct-06 2,648,095,116 . = 2,649,095,116 591% 0.47% || 654,000,000 5.26% 17,500,000 527% 671,500,000
Nov-06 2,649,118,375 - - 2,649,118,375 5.87% 0.47% 1} 552,000,000 5.26% 32,100,000 5.27% 584,100,000
Dec-06 2,649,141,633 - - 2,649,141,633 5.93% 0.24% 112 652,000,000 5.27% 37,300,000 5.25% 689,300,000
I
§$ 33,025.524,990 Total (Dec @ 1/2)  § 33.025.524.990 Il $ 7.381.000,000 Total (Dec @ 1/2) $§ 7.778.350,000
I
$ 2752127082 Divided by 12= § 2.752127.082 I $ 615,083,333 Dividedby 12= § 648,195,833
Rounded ($000's)= § 2,752,127 5.97% 12month % Rounded ($000's)= §$ 648,196
Calculation of LTD Interest Expense (Whole $) R
TolalintExp* Less Less Less Adjusted
foxcl AFDCY * UnReq Int Exp STD Int Exp LTD Int Exp
Dec-05 18059311 1,085,445 c 2,373,676 § 14,620,189
Jan-06 19,235,095 2,049,467 - 2,510,017 $ 14,675611
feb-06 17,704,316 814,524 - 2,395,851 14,493,941
Mar-08 17,933,581 844,315 5 2493285 14,505,081
Apr-06 18,151,075 1,545,351 - 2,022,300 14,583,424
May-06 18,407,823 1,894,253 - 2,486,978 13,926,592
Jun-06 17283975 1,618,725 . 2,683,158 12,982,002
Jul-06 17,772,474 2,018,104 - 2,641,602 13,112,768
Aug-06 16,807,881 1,607,069 - 2,158,640 13,042,172
Sep-06 17075074 1647525 - 2452420 12,975,129
Oct-06 20,099,184 4,332,497 - 2,726,867 13,039,830
Nov-06 17.368.424 1,879,622 - 2,537,073 12,851,729
Dec-06 17,276,176 1,618,578 - 2,577,103 13,080,495
Total IntExp $ 233,174,399 $23035476 $ - $ 32058970 § 178,079,953

Source 12 Month Roling Regulatory Income Stmt #6886 : Jan'06 - Dec'06

4.28%
4.40%
452%
4.70%
4.86%
5.01%
5.19%
5.32%
5.28%
5.27%
5.26%
5.26%
5.27%

0.20%
0.43%
0.45%
0.35%
0.32%
0.47%
0.44%
0.40%
0.36%
0.46%
0.45%
0.39%
0.23%

4.95%
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Niagara Moh

a National Grid Compan

Gas Supplier Refunds and Customer Deposits
For the Rate Year Ended December 31, 2006

(Whole $)

Act# 242305 Updated Jan 1

(50 if Debit Bal)

by PSC

Gas Supplier Refunds Gas

Refunds Bal Avg Rate
Dec-05 $ 2983495 4.35%
Jan-06 3,063,512 4.75%
Feb-06 2,619,835 4,75%
Mar-06 2,095,563 4.75%
Apr-06 1,771,873 4.75%
May-06 1,611,594 4.75%
Jun-06 1,515,478 4,75%
Jul-06 1,449,855 4.75%
Aug-06 1,398,371 4.75%
Sep-06 1,339,789 4.75%
QOct-06 1,255 5621 4.75%
Nov-06 1,031,608 4.75%
Dec-06 8,075,724 4.75%
12 Month Total (Dec @ 1/2) § 24,682,610

($000's)
12 Month Avg Bal. $ 2056884 $ 2,057
(Whole $)
Act# 235000 Updated Jan 1
& 252000 by PSC

Customer Deposits

Deposit Bal Avg Rate
Dec-05 29,932,379 2.80%
Jan-06 32,204,260 3.00%
Feb-06 34,170,976 3.00%
Mar-06 35,203,651 3.00%
Apr-06 35,629,916 3.00%
May-06 36,959,279 3.00%
Jun-06 38,053,865 3.00%
Jul-06 37,800,268 3.00%
Aug-06 39,497,378 3.00%
Sep-06 39,654,181 3.00%
Oct-06 39,956,028 3.00%
Nov-06 39,304,816 3.00%
Dac-06 39,584,044 3.00%
12 Month Total (Dec @ 1/2) $ 443,192,829

000's

12 Month Avg Bal.

$ 36932736 § 36,933

Sup Refund Weighted Avg

Rate

0.26%
0.59%
0.50%
0.40%
0.34%
0.31%
0.29%
0.28%
0.27%
0.26%
0.24%
0.20%
0.78%

Cust Deposit Weighted Avg

Rate

0.09%
0.22%
0.23%
0.24%
0.24%
0.25%
0.26%
0.26%
0.27%
0.27%
0.27%
0.27%
0.13%

_3.00% 12 month %

{1/2 month)

{1/2 month)

4.72% 12 month %

(1/2 month)

(1/2 month)

Page 12
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Niagara Mohawk, a Natlonal Grid Company
Preferred Stock and Commen Equity
Eor the Rate Year Ended December 31, 2006
(Whole §)  [TINY Acelg i
New Avg Dividend Weighted
Ereferred Stock Balance Rate Ava
Dec-05 41,171,500 3.95% 0.16% (V2 month)
Jan-06 41,171,500 3.95% 0.33%
Feb-06 41,171,500 3.95% 0.33%
Mar-06 41,171,500 3.05% 0.33%
Apr-08 41,171,500 3.95% 0.33%
May-06 41,171,500 3.95% 0.33%
Jun-06 41,171,500 3.95% 0.33%
Jul-08 41,171,500 3.95% 0.33%
Aug-06 41,171,500 3.95% 0.33%
Sep-06 41,171,500 3.95% 0.33%
Oct-08 41,171,500 3.95% 0.33%
Nov-06 41,171,500 3.95% 0.33%
Dec-06 41,171,500 3.05% 0.16% (U2 month)
12 Mo Tot (Dec @ 1/2) 494,058,000
12 Month Avg Bal. (Whole $)= § 41,171,500
Rounded Avg (8000's) = § 41172 3.95% 12 month %
Common Equity
Par #210100, *hk to Total | ,6.8,10,1: Per Books REMOVAL
& Premium Paid in Retainad (Whole §) Less: (Whole §) OF GW REVISED
Sumplus In | 1R Total ED N SURP TOTAL
Dec-05 197,364,863  2,975,499,520 677,396,992 $ 3,794.261,378 8425320 $ 378536065 $ . % 3785835085
Jan-06 187,364 863 2.926,498,520 704,319,608 3,821,184,081 1,276,035 3,819,908,048 . $ 3,019,808,046
Feb-06 187,364,863 2,929.499,520 740,129,622  3,856,994,008 (8,990,170)  3,885,984,175 - $ 3.865984,175
Mar-06 187.364,863  2,929,499,520 77711481 3,894,575.864 {4,815,283)  3,809,391,147 -8 3,899,391,147
Apr-06 187,364,863 2,929,499,520 793,173,221  3,910,037,604 (2,860,557)  3,912,898,161 - $ 3,912,898,161
May-06 187,364,863  2,929,499,520 800,638,725  3,917,503,108 (7,833,583)  3,925,336,602 $ 3,925,336,692
Jun-06 187,364,863  2,920,499,520 808,465,304  3,025,320,687 (8,834,963)  3,934,164,650 - § 3,934,164,650
Jul-06 187,364,863 2,929,499,520 848,658,207  3,965,522,680 2,160,673 3,963,362,007 - § 3,963,362,007
Aug-06 187,364,863 2,929,499,520 874,170,111  3,891,034,494 (8,077.538)  3.999,112,032 - $ 3,000,112,032
Sep-06 187,364,863  2,929,499,520 872,708,459  3,089,572,842 (26,409,433)  4,015,982,274 - $ 4,015982274
Oct-06 187,364,863  2,929,499,520 880,036,388  3,996,900,771 (17,527,686)  4,014,428,457 - § 4,014,428,457
Nov-06 187,364,863 2,929,499,520 803,955,672  4,010,820,055 (8,705,392)  4,019,525.447 - $ 4,019.525447
Dec-06 187,364,863 _ 2,929,499,520 917,716,317 __4,034,580,700 (18,271,600) __4,052,852,300 - § 4,052,852,300
12 Mo Tot (Dec @ 1/2) $2,248,378,356 $ 35153,004.240 § 0791,623633 $47,193,806220 $ (66541,037) § 47,280437,266 $ - $ 47,280.437,266
12 Month Avg Bal. § 187,364,863 § 29020409520 $ 815,060,303 § 3,932,824686 $ (7,961,753) § 3,040,786,430 § - § 3040786,430
Excess TCI investment over $20.0 million (see next pg) $ 2,863,533 $ 2,863,533
‘Source: Reg Bal Sht#6891 (a reduction to equity, per Joint Proposal Att 17, Pg 1)
Goodwill timing Adjustment created by Merger * - - -
Adjusted Common Equity (Whole $) § 3,937,922,906 § - $ 3937922906
Adjusted Total Common Equity (rounded $000's) § 3,937,023 § - 8 3,937,923
83.08%
Per Books S 3,274,005
} _ TCl ad) $ (2,379)
IfABProved By PSE GW Adj s -
Revised Before Cap $ 3,271,626

XACase 01-4-0078 MergeriReport of Eamings (Electricl\Electric Eamings Report (FYE 12.31.08d00- Reg Eamings Compliance HYE 12-31-08.xis, 0872872007



Temporary Cash Investment _{Whole $)
Dec-05 7,783,828
Jan-06 42,280,585
Feb-06 34,662,377
Mar-06 10,847,232
Apr-06 11,611,480
May-06 29,735,068
Jun-06 9,508,573
Jul-06 12,106,968
Aug-06 11,824,437
Sep-06 47,360,816
Oct-06 21,897,586
Nov-06 30,033,921
Dec-06 17,622,884
12 Mo Tot (Dec @ 1/2) $ 274,362,398
12 Month Avg Bal. $ 22863533
Limit of Cap adjustment *

Excess to reduce Equity (Whole $, posted to previous Equity page)

2003 42 0%
2004 42.5%
2005-2011 43.0%

Sowrces
Add1 Pen & Opeb funding MOA Att 1, pg1 $ 300,448
Total Capitalization adjusiad lo iInd TCl cap & excl Goodwil  § T.418.408
Additional % due to Pen & OPEB funding 4.2%
Adjusted Equity Cap 47.2%
Capital Structure par books (Total) ($000's)
Betore CAP adf
Awa Amount
Long Term Debt H 2,752,127
MNoies Payable 648,198
Gas Supplier Refunds 2,057
Customer Daposits 36,933
Praferred Stock 41,1712
Common Equity (includes GW: includes TCI ad) If applicable) 4,937,923
Total Gapitalization $ 1418408
Equity % of totsl capitalization 53.1%
% Ovar (Under) Adjusted Equity Cap 5.9%

$

(Whole $)
Total

7,783,828
42,280,585
34,552,377
10,847,232
11,511,480
29,735,068

9,508,573
12,106,968
11,824.437
47,360,816
21,807,586
30,033,921

17,622,884
$ 274,362,398

$

22,863,533

20,000,000

$ X

$ 2,863,533

in the Pension & OPEB Memorandum of Agreement (MOA;

non-aquity

79.1% §

18.8%
0.1%
1.1%
1.2%

100.0%

* Joint Proposal (Ait.17 pg1) calls for TC| investments to be capped at $20 million on average throughout the year.
Any excess is to be subtracted from age c equity (electric filings only).

Required

345,102
81,280
258
460
5.163

Adjusted for CAP (1)
Avg Caphal

. Exgl Fupding
$ 3,097,220
723478

M5

41,564

46,335

(436,434 3,501,489

.§ .. T418.408

AT.2%

Note: {1) components of book capitat have been adjusied basad on % 1 tols, & comply with Equity Cap set forth in JP att. 17 & the MOAL

XACase 01-M-0075 MergsriReport of Eamings (Electric)\Electric Eamings Report (FYE 12.31.08\d00- Reg Eamings Compilance HYE 12-31-06 xis, 067282007
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Niagara Mohawk, a Natio d
Timing Difference between Dividends Declared vs. Paid
For the Rate Year Ended December 31, 2006

Page 15

Preferred Dividends Number of
fsource - “Sit of RE"in Bile Book Days Between
Declaration Number
($ Whole) Date Date and of Units
Month Declared Amount Declared Paid Payment (col 2 x 5)
M (2} (3) (4) (5) (6)
January-06 (Prefy) $ 406,443 01/26/06 03/31/06 64 $ 26,012,352
April-08 (Pref) 406,443 04/27/06 06/30/06 64 26,012,352
July-06 (Pref) 406,443 08/10/06 09/30/06 51 20,728,593
October-06  (Pref) 406,443 10/27/06 12/31/06 65 26,418,795
$ 1,625,772 244 $ 99,172,092
Weighted Average Days 61.0
COMPUTATION OF AMOUNT REPRESENTED BY TIMING DIFFERENCE
(Whole $) ($000's}
61.0 DAYS/365DAYS x $1625772 = § 271,704 = § 272
Common Dividends NUMBER OF
Not applicable since merger DAYS BETWEEN
DECLARATION NUMBER
DATE DATE AND OF UNITS
MONTH Declared AMOUNT DECLARED PAID PAYMENT COL 2x5
R &) B (2) (3) (4) (5) (6)
January-06 (Com) $ - 0 $
April-06 (Com) $ - 0
July-06 (Com) $ - 0
October-06 (Com) $ - 0
$ - 0 $
Waeighted Average Days 0.0

COMPUTATION OF AMOUNT REPRESENTED BY TIMING DIFFERENCE

(Whole $) ($000's)
0.0 DAYS/365DAYS x $ - $ - = $ -

X:\Case 01-M-0075 MergeriReport of Esmings (Etactric)\Electric Eamings Report (FYE 12.31.08)\300- Reg Esrnings Compliance HYE 12-31-08 xls, 06/28/2007
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{$000's)
12 Mos
Ended Dec'06
Activities Dascr Avg Bal
105000  Plant Held for Future Use $ -
121000  Non Utility Property 10,999
122000  Accum Prov for Depreciation-NU (848)
123130  Inv In Sub Company 4,992
124000  Oth Inv-Cash Surr ValLfe Ing 1,837
124002  Oth lnv-Miscellaneous 24
124900  Oth Invest Roilforward-Contra 2,208
124902  Cth Invest - Additions {2,208)
128000  Rabbi Trust Investment 9,659
128003  NIMO-SERP Trust Account 20,783
128900  Oth Invest-Rolforward Contra (545)
128002  Oth Invest-Additions 545
182305 Environmental Response Fund 407,679
182326 AML Reg Asset 103,134
182328  Pension Settlement Loss FY2003 14,485
182505  NIMO-Commodity Adj Clause 4,547
182510  NIMO-Oth Postretire Benef-Elec 22,680
182511 NIMO-0Oth Postretire Benef-Gas 3,279
182531 NIMO-Waest Seneca Mall Costs -
182550  NY-Unrecog Pens/FAS 106 Compon 242,123
182553  Pension Exp Deferred-Electric 106,971
182554  OPEB Exp Deferred-Electric 108,222
182561  OPEB Expense Deferred-Gas 23,145
182562  Pension Exp Deferred-Gas 17,376
183000  Prelim Survey & Investigation 531
183100  PrelimSurvev&Investigation-Gas 17
186110  Intangible Pension Asset 37,305
242000  Curr&Accr Liab-Miscellaneous (32,063)
242006 Co-Tenant Advances (2,059)
242211 Stock Apprec Rights (SARS) (5,088)
253000  Def Cr-Miscellaneous (10,991)
253003  Def Incentive Comp (5,904)
253006  Def Cr-Hazardous Waste 1
253014  NY-CapReim-Sterling Pwr-Oneida (16,164)
253015  NY-Cap Reim-City of Salamanca (715)
253021 NY-Energy Serv Company Dep (5,129)
253023  NY-Def Gain UMICO Demutualzatn (1,128)
253024 NY-VERP (27,126)
253026  Nucl Empl Settiement Liability (586)
253027  Pension Costs (127,601)
253031  Def Incantive Comp-Pensions (7.711)
253106  FAS 1086 Recovery (386,333)
253112  FAS 112 (35,162)
253117  Additional Minimum Pens Liab (142,377)
253941  Hazwasta Prov - Beg Bal (408,775)
253942  Hazwaste Prov - Chrg to P&L (7,090)
253944  Hazwaste Prov - Utilization 8,186
253948  Hazwaste Prov - Reclass -
254500  NiMO-Proc-Sale of Allow-Albany (1,663)
254501 NIMO-ClnAirAct Auct Proc-Rsatn (156)
254514  NIMO-Gas Contingency Reserve (31,468)
254531 NIMO-Diana-Dotgeville Settimnt (4,922)
254537  NIMO-SIR Expenditure Def-Gas
254543  NIMO-Commodity Adj Clause (16,869)
254550 GRT Cust Refund 2000-Electric (3,176)
254551 GRT Cust Refund 2000-Gas (5,648)
Grand Total $ !138,7762

X:\Case 01-M-0075 Merger\Report of Earnings (Electric)\Electric Eamings Report (FYE 12.31.06)\d00- Reg Eamnings Compliance HYE 12-31-06.xis, 06/28/2007
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Total Utility Plant

Accum. Depreciation Reserve
Retirement WP

Net Accumulated Provision for
Depreciation

Total Net Utility Plant

{$000)
Average Monthly Balance
Per Books

Total Elaciric Gas
$ 7472501 $ 5,831,774 3 1,640,817
—_—3 75 — 37475 — 6275
7.516,342 5,869,249 1,647,092
(2,638,862) (2,080,950) (567,712)
— 18389 15706 - 2683
(2.620,274) (2,085,244) (555.029)
5__ssenose S 3804005 S tes208

Page 17
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Monthiy Balances of Gross Utility Plant
Eor the Rate Year Ended December 31, 2006
($000)
Electric Gas Common
Plant Plant Plant
in Service(1) in Senvics In Secvice
Dec-05 (1/2 month) $ 2732340 $ 783,883 $ 148,200
Jan-06 5,469,512 1,568,053 297,690
Feb-06 5,485,458 1.573,870 297,751
Mar-06 5,524,588 1,583,996 208,748
Apr-06 5,552,817 1,589,045 299,972
May-06 5,566,333 1,594,058 300,564
Jun-06 5,680,204 1,567,414 300,592
Jul-06 5,502,175 1,599,783 301,198
Aug-06 5,612,861 1,807,872 292,224
Sep-06 5,636,886 1,609,870 296,184
Oct-06 5,664,158 1,615,259 301,492
Nov-06 5,678,436 1,618,935 292,089
Dec-06 (1/2 month) 2.848.217 —113T8 — 146,506
Total 66,943,985 19,153,814 3,573,300
Allocation of Common (2) 3,037,306 535,995 {(3,573,300)
Total 69,081,290 19,689,809
Average (12) Monthly Balance $_ 5831774 $ 1,640,817 $ .
Note: (1) Excludes New York Power Pool
(2) Electric - 85.0%
Gas - 15.0%
MNiagara Mohawk, a National Grid Company
Monthly Balances of Non-interest Bearing CWIP
Eor the Rate Year Ended Decomber 31, 2006
($000)
Electric (1 Gas Common
Dec-05 (1/2 month) $ 18,537 $ 3919 $ 2,368
Jan-06 36,012 9,279 4,419
Feb-08 36,982 8,376 4,856
Mar-06 27,766 4,556 5,445
Apr-06 22,204 3,832 5,200
May-06 22414 3,685 6,019
Jun-06 37,448 4,530 6,906
Jul-08 39,002 5,347 6,496
Aug-06 38,504 3,584 6,565
Sep-06 36,259 5,235 4,191
Cct-06 32,742 5,246 3373
Nov-06 33,018 5,570 4,028
Dec-06 (1/2 month) 16,396 2,873 1,839
Total (including PSI) 397,172 66,032 61,804
Aliocation of Common (Note 2): 52.533 —_an —_—161.804)
Total (indluding PS1) 449,705 75,303
Average (12) Monthly Balances $ !?‘ﬁ'ﬂ $ ﬂs $
Note: (1) Excludes New York Power Pool
(2) Electric - 85.0%
Gas - 15.0%
K\Case 01-M-0078 E Report (FYE 12.31.08)00- Reg E: gs 12-31-08.xds.




Niagara Mohawtk, a National Grid Company
Monthiv Balances of Depreciation Reserve
Eor the Rate Year Ended December 31, 2006
(8000)
Gas Common
Electric Plant Piant Plant
—inService (1) in Service in Service
Balance at Month End
1 Dec-05 (1/2 month) $ 976,469 $ 265,152 § 41,568
2 Jan-06 1,961,123 532,646 84,263
3 Feb-06 1,870,840 535,204 85,380
4 Mar-06 1,076,856 538,046 86,516
s Apr-06 1,088,402 541,228 87,646
¢ May-06 2,000,488 543,001 88,779
1 Jun-06 2,007,398 545,226 89,913
& Jul06 2,014,214 547,848 91,050
o Aug-06 2,020,859 549,445 84,522
1w Sep-08 2,040,724 551,703 85,521
1 Oct-08 2,047,761 553,433 86,540
12 Nov-06 2,056,243 555,862 78,852
13 Dec-06 (1/2 month) 1,034 233 279,200 39,784
"
18 Total 24,095,610 6,537,994 1,030,344
1"
7
1®
1 Allocation of Common (2) 875,792 154,562 ___(1.030.344)
2
7 Total 24,071,402 6,602,546 -
2
o
24 Average (12) Monthly Balance _z__,uoﬂ_i 3 712§ -
»
2
2 Note: (1) Excludes New York Power Pool
]
» (2) Electric - 85.0%
2 Gas - 15.0%
Electric Gas Common
1 Dec-05 (1/2 month) $ 6,132 $ 1,154 $ 743
32 Jan-06 11,709 2,547 1,498
»n Feb-06 13,443 2,580 1.604
u Mar-08 11,387 2,781 1,906
s Apr-06 11,260 2,745 1,056
» May-06 11,357 2415 1,987
3 Jun-08 10,333 2,453 2,070
u Juk08 9,093 2,445 2,151
» Aug-06 8,443 1,913 2217
w0 Sep-06 20,714 2,006 2,284
4 Oct-06 20,083 2,048 2,382
a2 Nov-06 20,751 2,279 2,004
o Dec-06 {1/2 month) 13,336 1,222 1,141
a4
a8 Total 168,041 28,588 24,033
4“6
47 Allocation of Common (Note 1): —_— 20428 3.605 (24,033}
48
@ Total 188,469 32,193 -
50
1]
sz Average (12) Monthly Balance $ 15,706 $ 2,683 [] -
5
54
3 Note (1): Electric - 85.0%
5 Gas - 15.0%
X\Case 01-M-0078 of Eamings Repori (FYE 12.31.06)d00- Reg Eamings Compliance HYE 12-31-08.xis, D828/2007




Rate Base - Requlatory Assets end Liabllities

For the Rate Year Ended Decomnber 31, 2006
Psoft Avg Bal ($000's)

Astivity Description Total Eloctic  __ Gas _
1 134000 NYMEX Gas Contracts & Electric Swap Hedge $ 80,329 § 52917 § 27.412
2 173000 Unbilled Revenue-Electric 132,014 132,014 -
3 173001 Unbilled Revenue-Gas 6,808 0 6,808
4 182306 Storm Costs 44,764 44,764 -
5 182324 Enhanced Severance Plan 281 233 48
6 | 182328 NIMO Acctg Change Capital ltem 10,390 9,385 1,005
7 | 182343 Asset Ret Oblig Reg Asset 6,256 2,963 3,293
8 182346 Economic Development Fund 1,041 1,041 -
9 182347 NYPA Res Hydropwr Ben Recon 3,425 3,425 -
10 182503 NIMO-RPS prog cost defeeral 93 93 -
1" 182504 NIMO-Excs AFDC Elac Pitin Srv 291 247 44
12 182514 NYAFUDC-Elec Pint in Sv(91-96) 626 532 94
13 182515 PFJ Tax Credit 5,642 5,642 -
14 182518  NY Sis Tx Audt Assmt(88-98)Gas 185 (0) 185
15 182520 NIMO-SBC Program Cost Deferred - - -
16 182521 NIMO-Customer Serv Backout Cr 10,310 10,310 -
17 182522 NIMO- ndexed Swap Contracts 469,684 469,684 -
18 | 182526 NY-NYPA Tran Accass Chrg(NTAC) 13,051 13,051 -
19 182526 NMO-NYISO Tarifl Scheo 1 Cosl 86,390 86,390 -
20 182527 NIMO-NYISO Tariff Sched 2 Cosi 13,287 13,287 -
21 182529 NY-FsslHyd Auctn Incent(Dist) 18,556 18,556 -
2 182533 B80/20 Rav Sharing Mechanism 6,440 0 6,440
2 182545 Elevated Voltage Defermral 5,237 5,237 -
2 182546 Low Income Allow Disc Prog 1,087 1,087 -
25 182547 NY-Cust Sv Bokowt Cr 9/01-8/03 70,892 70,892 -
26 182549 NY-Electr Data Interchnge Cosi 3,849 3,849 o
27 182651 NY Merger Empl Separation Cost 10,932 9,074 1,858
28 1826562 NY Merger Rate Plan Sirnd Cost 2,369,889 2,369,889 -
29 182555 Religious Rate Revenue - - -
30 182556 NIMO City of Buffalo Settlemm 684 684 -
3 182557 NY Cust Qutreach&Education Prg 76 76 -
32 182558 SC7 Standby Service Lost Rev 1,053 1,053 .
33 182559 SIR Expenditures Deferred Elec 45,984 45,984 -
34 182560 Generation Stranded Cost Ad) 52,097 52,097 -
» 182562 Pension Exp Deferred-Gas - - -
38 182563 Incent Returm on Ret Funding 39,743 32,987 6,756
37 182564 NIMO Oth Disputed Stat on Srve 59,735 59,735 -
38 253016 NY-NYS GRT Aot Retund(91-94) (3,976) (3,300) (676)
3 | 253025 NY-Nudi Fuel Disposal Costs (152,505) (152,505) -
40 253030 Indexed Swap Contracts (469,684) (469,684) -
a1 254060 Amon of Deferra Recoveries (37,500) (37,500) -
42 | 254095 RPS Program Cost Deferred (20) (20) -
43 | 254325 Medlcare Act tax beneflt deter (24,771) (20,560) (4.211)
4 254350 Electric R&D Ventures Deferral (12) (12) -
a5 | 254351 Gas R&D Vent.res Deferal (150) ) (150)
46 254502 NIMO-Pyrch ERC S-Economic Dev (951) (808) (143)
47 254503 NIMO-Ga n -Redmpt-10.2% Bonds @ Y] -
48 | 254504 NIMO-Gam-Reampt-8.35% Bonds (573) (573) -
a9 254509 NIMO-Gas Net Rev Share Mach (1,084) {0) (1,084)
50 254510 NIMO-IRS Audtt Refung (83-B4} (307) (307) -
51 254511  NIMO-Accr Unp lled Rev Def-Gas (6,160) {0) (6,160)
52 | 254512 NIMO-Gas Non-Core Rev Sharmng (2.789) 0 (2,789)
53 254513 NIMO-E ectng C.st Svc Penaty (18,310) (18,310) -
54 | 254515 NIMO-IBM Cust Sys Stimnt Agree (1,090) 0 (1,000)
55 254516 NIMO-Environ Ins Recovary-Nei (12,8186) {12,816) -
56 254518  NIMO-Pwrchoice Appx E Net Prop (79,599) (79,599) -
57 | 254520 NIMO-Loss on Sale of Buikding (1,130) (1,130) -
58 | 254521 NIMO-SBC deferral (3.683) (3,683) 5

254522 NIMO-MRA Debt Int Rate Savinge (92,534) (92,534) -
60 | 254524 NIMO-Petr BusTax Aud Ref 90-96 (5,753) (5,753) 2
61 | 254525 NIMO-Exit Fees Deforred (5.610) (5,610) -
62 254526 NIMO-Affil Ruie EmployTmaf CR (167) (167) -
63 | 254527 NIMO-Oswego 6 Trans Sve Cnirct (871) (871) -
64 254528 NIMO-PensionfOPES Curtall Gain (23,635) (19,617) (4,018)
85 254529 NIMO-IRS Audit Ref Liab 89-90 (48) (48) -
66 | 254532 MNIMO-Eiec Serv Re-Estab Charge (464) (464) -
67 254541 NIMO-Transm Revenue Adj Clause (2,480) (2,480) -
68 254544 NIMO-Merger Rate Plan Delay (12,555) (12,555) -
69 254547 NYS Sales Tax Refund 92-98 (1.477) {1,196) (281)
70 254548 Economic Development Fund (4,967) (4,967) -
7 254549  Cur Prov Incidental Svc Revs (201) (201) -
72 254552 Meter Read Cnct/Discnt Sve Chg (106) (106) -
73 254553 Gas Millenium Fund Daferral (281) (0) (281)
2] 254554 NYPA Res HydroPwr Benaft Recon (2,048) (2,048) -
% 254556 Low Income Allow Discount Prog - - -
76 254557 NYPA ISO Memo of Understanding (18,627) (16,627) -
7 254558 CTC Reset Reserve 0 0 -
78 | 254559 Bonus Depreciation Adjustment (18,616) (13,991) (4,625)
4]
80 Grand Total $ 2565563 $ 2,537,128 § 28,435
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Rate Base - Summary of Working Capital
For the Rate Year Ended December 31, 2008

(8000's)
Description Reference
Cash Allowance pg. 22 in 16

Material and Supplies in Stock - General po. 22 In20

Gas Underground Storage pg. 22 In27
Deferred Fuel Costs pgi 22 In 29
Prepayments pg.23 In 16

Total Working Capital

Grid Com| Page 21
Total Electric Gas
$ 83,521 $ 69,322 $ 14199
21,800 18,094 3,706
72,353 - 72,353
924 924 -
19,333 16,047 3,287
$ 197,931 $ 104,387 $ 93,545

X:\Case 01-M-0075 Merger\Report of Eamings (Elecitric)\Electric Eamings Report (FYE 12.31.06)\d00- Reg Eamings Compliance HYE 12-31-06.xis, 06/28/2007



Description Electric Gas

1 Departmental Expense (1) $ 554,576 $ 113,588
2 Joint Proposal Allocation 83% 17%
3

4 Remove major non-cash items included Dept expense :

s Other - none none

6 Subtotal - - "

7

s Add major cash items not included in Dept expense:

9 Other - - -

10 Subtotal - - E

11

12 Total Adjustments - - B

13

14 Adjusted Amounts 668,164 554,576 113,588
15

16 Departmental Cash Allowance - 1/8 (45 days) $ 83,521 $ 69,322 $ 14,199
17

1 (1) The Departmental expenses used for cash allowance calc. are before adjustments except that they are realicoated
19 between electric & gas based on the Joint Proposal. Bad debts and SBC expenses are excluded.

Niagara Mohawk, a National Grid Company
Working Capital - Materials & Supplies and Gas Storage
F Y r
($000's)
Average Balances
Description Total Electric Gas

20 Materials & Supplies (1) $ 21,800 $ 18,094 $ 3,706
21

22 (1) Elec/gas allocation of M&S is based on total O&M shown on

23 Cash Allowance page. 100% 83% 17%
24

25

26

27 Gas Stored Underground - Current $ 72,353 $ - $ 72,353
2

20 Fuel Costs Deferred $ 924 $ 924 $ -

X:ACase 01-M-0075 Merger\Report of Eamings (Electric)\Electric Eamings Report (FYE 12.31.06)\d00- Reg Eamings Compliance HYE 12-31-06.xls, 06/28/2007
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escription

Dec-05 172 month
Jan-06

Feb-06

Mar-06

Apr-06

May-06

Jun-06

Jul-06

Aug-06

Sep-06

Oct-06

Nov-06

Dec-06 1/2 month

12 mo total

Total Prepayments avg bal.
(1) Elec/gas allocation based on total O&M

X:\Case 01-M-0075 Merger\Report of Eamings {Electric)\Electric Eamings Report (FYE 12.31,06)\d00- Reg Eamings Compliance HYE 12-31-06.xis, 06/28/2007

Average Balances ($000's)

Page 23

Total Electric Gas
4,087 $ 3,392 $ 695
11,422 9,480 1,942
16,142 13,398 2,744
13,026 10,812 2,214
14,820 12,301 2,519
11,730 9,736 1,994
11,213 9,307 1,906
12,434 10,320 2,114
17,255 14,322 2,933
49,953 41,461 8,492
38,608 32,119 6,579
25,332 21,026 4,306
5,889 4,888 1,001
232,000 192,561 39,439
$ 19,333 $ 16,047 $ 3,287
100% 83% 17%
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~

10
1
12
13

$000's) l

Total Electric Gas

Avg Rate Base Per Books $ 6279010 §$ 5209807 $ 1,069,203
Less: Excess Earnings Adj (EBCAP) (4,1186) (3,529) (587)

Rate Base 6,283,126 5,213,336 1,069,790
Weighted Cost of LTD Debt 2.49% 2.49%
Weighted Cost of Notes payable 0.49% 0.49%
Weighted Cost of Gas Supplier Ref 0.00% 0.00%
Weighted Cost of Cust Deposits 0.02% 0.02%

subtotal weighted cost of debt 3.00% 3.00%
income Tax Interest Deduction $ 188,494 $ 156,400 $ 32,094

Provided to Tax Dept. for income statement Federal & State interest expense deductions.

Page 24
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MNiagara Mohawk, a National Grid Company Page 25
Eederal and State Income Taxes
Eederal Income Taxes - Electric
Eor the Rate Year Ended December 31, 2006
Electric - As Adjusted
[Erectric | FeperaL BOOK @ ThE
TAXABLE DEFERRABLE TAXABLE STATUTORY DFIT NET
INCOME BASIS INCOME RATE REVERSALS HI

NET INCOME BEFORE FEDERAL & STATE INCOME TAXES 519,028,000 519,028,000 181,660,000 181,660,000

1]
ADDITIONS 0
MERGER RATE PLAN STRANDED COSTS-AMORTIZATION 261,583,787 261,583,787 91,554,000 (56,507,000) 35,047,000
PROVISION FOR DEPRECIATION 161,840,300 161,040,300 56,670,000 56,679,000
REAL ESTATE TAXES PER BOOKS 130,511,900 130,511,800 45,679,000 45,679,000
BUSINESS MEALS 50% DISALLOWANCE 219,997 219,097 77,000 77,000
GAIN ON REDEMPTION BONDS (78,547) (78,547) (27,000) (27.000)
INTEREST {156,400,000) (156,400,000)  (54,740,000) (54,740,000)
V-M BOOK GAIN AMORTIZATION o o [1] 375,000 375,000
OSWEGO 6 TRANSMISSION SERVICE CONTRACT EXIT AGREEMENT (1,741,704) (1.741,704) {610,000) 528,733 {81,267)
NEW YORK STATE INCOME TAXES - CURRENT PROVISION (27,076,000} (27,076,000) (9.477,000) (9.477,000)
OTHER STATE INCOME TAXES 6,065 6,065 2,000 2,000
COST OF REMOVAL (7.618,234) 6,092,987 (1,523,247) (533,000) (5574.250)  {6,107,250)
TAX DEPRECIATION {187,952,018) 41,121,609 (146,830,319) (51,391,000) (51,391,000}
REAL ESTATE TAXES FOR TAX {130,511,900) (130,511,900)  (45,679,000) (45,679,000)
AMORTIZATION PASNY CONTRACT
CLASS B CONTRACTS AMORTIZATION
TOTAL FIT EXPENSE

Electric - As Adjusted

A
TAXABLE DEFERRABLE TAXABLE STATUTORY DSIT NET
INCOME BASIS INCOME RATE REVERSALS S
NET INCOME BEFORE FEDERAL & STATE INCOME TAXES 519,028,000 518,028,000 38,927,000 38,927,000
ADDITIONS
REAL ESTATE TAXES PER BOOKS 130,611,000 130,511,900 9,788,000 9,788,000
BUSINESS MEALS 50% DISALLOWANCE 219,997 219,997 18,000 16.000
DEDUCTIONS
GAIN ON REDEMPTION BONDS (78,547) {78,547) (6,000) (8,000)
INTEREST (156,400,000) (156,400,000} {11,730,000) (11,730,000}
V-M BOOK GAIN AMORTIZATION 1} ] b 1]
OSWEGO 6 TRANSMISSION SERVICE CONTRACT EXIT AGREEMENT {1,741,704) {1,741,704) {131,000) {131,000)
REAL ESTATE TAXES FOR TAX 130,511,900) 130,511,900/ 9,788,000
TOTAL SIT EXPENSE 1 y 0 50215 f |000 0
|Gas i Eederal Income Taxes - Gas
For the Rate Year Ended December 31, 2006
Gas - As Adjusted
FEDERAL BOOK @ THE
TAXABLE DEFERRABLE TAXABLE STATUTORY  DFIT MNET
INCOME BASIS RATE REVERSALS FIT
NET INCOME BEFORE FEDERAL & STATE INCOME TAXES 74,819,000 74,619,000 26,187,000 26,187,000
ADDITIONS
PROVISION FOR DEPRECIATION 38,232,000 38,232,000 13,381,000 13,381,000
REAL ESTATE TAXES PER BOOKS 32,661,700 32,661,700 11,432,000 11,432,000
BUSINESS MEALS 50% DISALLOWANCE 37,309 37,300 13,000 13,000
DEDUCTIONS
GAIN ON REDEMPTION BONDS {8,059) (6.959) (2,000) (2,000}
INTEREST (32,094,000} (32,094,000) {11,233,000) {11.233,000)
NEW YORK STATE INCOME TAXES - CURRENT PROVISION {3,206,000) (3.208,000) (1.122,000) (1,122,000)
OTHER STATE INCOME TAXES 1031 1,031 0 o
COST OF REMOVAL (806,559) 845,247 {161,312) (56,000) (582,250) {638,250)
TAX DEPRECIATION {57.525,104) 38,573.477 {20,951,627) {7,333,000) (7,333,000)
REAL ESTATE TAXES FOR TAX ) 561,700 11,432,000 .
TOTAL FIT EXPENSE 532

NET INCOME BEFORE FEDERAL & STATE INCOME TAXES

ADDITIONS
REAL ESTATE TAXES PER BOOKS
BUSINESS MEALS 50% DISALLOWANCE

REAL ESTATE TAXES FOR TAX
T_'O'l' SIT EXPENSE

State Income Taxes - Gas
Eor the Rate Year Ended December 31, 2006
Gas - As Adjusted
STATE BOOK @ THE
TAXABLE DEFERRABLE TAXABLE STATUTORY DsIT NET
INCOME BASIS INCOME RATE SIT
74,819,000 74,819,000 5,611,000 5,611,000
32,661,700 32,661,700 2,450,000 2,450,000
37,398 37,309 3,000 3,000
(6,959) (6.959) {1,000} (1,000
(32,094,000) {:32,094,000) (2,407,000} {2,407,000)
(32,661,700, 000;

561,700] 450, (2,450,000
42,755, 0 42,755, 000

Eamings Report (FYE 12.31.08)\d00- Reg Eamings Compliance HYE 12-31-08.xis, 08/28/2007
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