Monticello Consulting Group

Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012

Gross Charge-Offs by Type, 2006-2011

Attachment 1

Total Accounts 2006-2011 Total Dollars 2006-2001
100,000 94,078 Millions
90,000 86,394 $35.0 $33.2
80,000 $30.0 $28.6
70,000
60,000 »25.0
50,000 $20.0
40,000 $15.0
30,000 $10.0
20,000 $4.6
10,000 7,684 $5.0
- $0.0 -
Non-Residential Residential Total Non-Residential Residential Total
Residential Accounts 2006 - 2011 Non-Residential Accounts 2006 - 2011
Accounts % Dollars % Avg. Balance Accounts % Dollars % Avg. Balance
Total Residential: 86,394 $28.6 S331|Total Non-Residential 7,684 S4.6 $603
Balance < $500: 69,642 81% $12.7 44% $182|Balance < $500: 5635 73% $0.8 17% $136
Balance > $500: 16,752 19% $15.9 56% $949|Balance > $500: 2,049 27% $3.9 83% $1,886
Balance >$1000: 4,638 5% $7.6 27% $1,636|Balance >$1000: 1,125 15% $3.2 69% $2,861
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Monticello Consulting Group

Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012

Attachment 2

Average Annual Bill Residential & Non-Residential, 2006-2011 (2010 Average Monthly Bill Included)

Residential Avg. Annual Bill

$1,300

$7,000

Commerical Avg. Annual Bill

$1,262
-

$6,398

$6,153
N';,%Q
L —— $5 717

$1,250
$1'V $6,000
$1,200

. —

/ $5,064
$1,150 $1,135 $1,137 $5,000
$1,100 -
$4,000
$1,050
$1,000 T T T ] $3,000 T T T
2006 2007 2008 2009 2010 2006 2007 2008 2009 2010
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Monticello Consulting Group
Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012
Attachment 3
Residential Gross Charge-Offs, 2006-2011
Residential Accounts CO Vil Residential Dollars CO
1ions
25,000 $8.0
20,281 $7.0 $6.8 $6.7
20,000 18,721 $6.1
17,394 $6.0
15,000 $5.0
$4.0
. 9551 10481 9,966 $2.8 $3.1 $3.1
0,000 $3.0 :
3-Year Avg: 18,799 3-Year Avg: $6.5M
$2.0
5,000 -
3Year AVf: 9,999 $1.0 - 3‘YearA"i$3'°M.
- -1 T T T SOO T T T T
2006 2007 2008 2009 2010 2011 2006 2007 2008 2009 2010 2011
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Monticello Consulting Group
Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012
Attachment 4
Non-Residential Gross Charge-Offs, 2006-2011
Non-Residential Accounts CO Non-Residential Dollars CO
Millions
2,500 $1.40
2,152 $1.25
$1.20 $1.15
2,000
1,711
1,572 $1.00 :
1,500 $0.80
000 839 $0.60 $0.53
1, 649 761 ©9J 50.46
3-Year Avg: 1,812 $0.40 | $0.35 3-Year Avg: S1.1M
500 -
3-Year AVF: 750 $0.20 ‘ 3-Year Avi: $0.4M
- T T T T T S0.00 T T T T T
2006 2007 2008 2009 2010 2011 2006 2007 2008 2009 2010 2011
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May 16, 2012

Attachment 5

Residential Charge-Offs by Disconnection Type, July 2008-2011 (>$500)

Page 20

Residential Accts CO >$500 - Residential Dollars CO >$500
Hions
14,000 12,549 $14.0 s122
12,000 - $12.0 -
10,000 - $10.0 -
7,888
8,000 T 58.0 h S7.3
6,000 4,661 $6.0 -
4,000 - $4.0
2,000 - $2.0 -
- A T 1 SOO i
Total Closed Voluntarily DNP Total Closed Voluntarily DNP
Residential Avg. Bal. CO >$500
$1,100
$1,052
$1,050
$1,000 $975
$950 -
$900 -
$850 -
Total Closed Voluntarily DNP
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May 16, 2012

Attachment 6

Residential Charge-Offs by Disconnection Type, July 2008-2011 (>$1,000)
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Residential Accts CO >$1000 Residential Dollars CO >$1000
Millions
4,000 $7.0 o
3,500 - $6.0
3,000 -
S5.0 -
2,500 - 2,059 )
2,000 - 54.0 1 $3
4 1,02V $2-8
1,500 - 23.0 -
1,000 - $2.0 -
500 - $1.0 -
- = T 1 SOO =
Total Closed Voluntarily DNP Total Closed Voluntarily DNP
Residential Avg. Bal. CO >$1000
$1,740
$1,720
$1,720
$1,700
$1,680 $1,669
$1,660 -
$1,640 - $1,628
$1,620 -
$1,600 -
$1,580 - T .
Total Closed Voluntarily DNP




Monticello Consulting Group
Review & Assessment of Credit & Collections
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May 16, 2012

Attachment 7

Non-Residential Charge-Offs by Disconnection Type, July 2008-2011 (>$1,000)

1,000

800

600

400

200

Non-Residential Accts CO >$1000

865

89

Total Closed Voluntarily DNP

Millions

Non-Residential Dollars CO >$1000

$3.0
$2.5 -

$2.0

$2.5

$1.5 -
$1.0 -

$0.5 -

$0.0 -

o
S0.2

Total Closed Voluntarily DNP

$3,000

$2,800

$2,600

$2,400

$2,200

$2,000

Non-Residential Avg. Bal. CO >$1000

$2,872 $2,922

$2,437

Total

Closed Voluntarily DNP
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May 16, 2012

Attachment 8

Residential Charge-Offs by Customer Type, July 2008-2011 (>$500)

Residential Accounts >$500

Residential Dollars >$500

Total Bankruptcy

M Closed Voluntarily ®DNP

Hardship Total Non-BK
Med & Hdsp

Millions

14,000 12,549 Total P14
12,000 - $12.0 -
10,000 - 8,782 Total $10.0 -
8,000 - $8.0 -
6,000 - $6.0 -
4,000 - c4.0 -
2,000 - $2.0 -
Medical 500 -

$12.2M Total

$8.1M Total

Total Baner.thcy Med'ical

M Closed Voluntarily m DNP

Hardship Total Non-BK
Med & Hdsp
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Monticello Consulting Group
Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012
Attachment 9
Medical Emergency Charge-Offs, 2008-2011 (>$500)
Residential Medical CO >500 (Accts) Residential Medical CO >500 (Dollars)
600 Thousands $
$1,000
500 478 $795
$800
400
$600
300
200 158
100 85 $200
28 - $37
. | I i : $0 :
2008 2009 2010 2011 Total 2008 2009 2010 2011 Total
Residential Medical CO >500 (Avg. Bal.)
$2,100
$1,800 $1,651 $1,628 31,745 $1,664
$1,500
$1,200
$900
$600
$300
SO T T T
2008 2009 2010 2011 Total
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Monticello Consulting
Review & Assessment
Public Service of New
May 16, 2012

Group
of Credit & Collections
Hampshire

Hardship Charge-Offs, 2008-2011 (>$500)

Attachment 10

Page 25

Residential Hardship CO >500 (Accts) Residential Hardship CO >500 (Dollars)

3000 2.800 Thousands $

’ $3,000 $2,844

2,500 62,500

2,000 $2.000

1,500 $1,500

923 962 $983
622 $663
N | | | o - | | |
2008 2009 2010 2011 Total 2008 2009 2010 2011 Total
Residential Hardship CO >500 (Avg. Bal.)
$1,100
$1,065

$1,050

' $1,022

$1,005 »1,016

$1,000

$950 5973

- :.

$850 - . . . .

2008 2009 2010 2011 Total




Monticello Consulting Group

Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012

Attachment 11

Non-Residential Bankruptcy, July 2008-2011 (>$1,000)

Non-Residential Accounts >$1000 Non-Residential Dollars >$1000
Millions
1,000
865 Total $3.00
800 $2.50 $2.49M Total
695 Total $1.96M Total
600 - $2.00
$1.50
400 -
$1.00
200 - 6 $0.50
- A $0.00
Total Bankruptcy Total Non-BK Total Bankruptcy Total Non-BK
M Closed Voluntarily = DNP W Closed Voluntarily = DNP
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Monticello Consulting Group

Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012

Annual Disconnection Notices, 2006-2011

Attachment 12

DNP Notices-Residential DNP Notices-Non-Residential
300,000 80,000
72,865 70,380

150,000 . 244,919 70,000

’ 217,173 228,766 223,153 £0.000

197 484 190 994 ’
200,000 48,177
>0,000 43,643

150,000 40,000
100,000 - 30,000 L

’ 2007- 2008 2007-2008:

14% decline in 20,000 - 38% decline in
20,000 7 notlces 10,000 - notices
- T - T - T T T
2006 2010 2011 2006 2007 2008 2009 2010 2011
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Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012

Attachment 13

Disconnection/Restorations, 2006-2011 (residential and non-residential combined)

Disconnections (DNP) Service Restorations
30,000 26,790 18,000 16,335
16,000 14,867
25,000 51909 ’ 14,070 ’
20,244 ’ 14,000 1
20,000 418797 12,000 -
15,998 15,432 10,000 -
15,000 - 000
10,000 - 6,000 -
2007-2008:
5000 || 21% decline in 4,000
’ DNPs 2,000 -
2006 2007 2008 2009 2010  Aug2011 2006 2007 2008 2009 2010  Aug2011
YTD YTD
Service Restoration %
80% 75% 73%
70% - 67% 1%
‘0
60% - e — 57%
‘0
50% -
40% - [
30% Decline in
20% Restorgtlon
Rate Since
10% 2007
0% A ——— , , ,
2006 2007 2008 2009 2010 Aug 2011
YTD
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Monticello Consulting Group
Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012

Attachment 14

Residential Broken Payment Plans, July 2008-2011 (3 or more broken plans)

Page 29

Residential Broken Plans >2 (Accts) Residential Broken Plans >2 (Dollars)
7,000 Thousands $
2008-2009: 6,068 54,500 55082005, $4,045
6,000 -1 238% Increase in $4,000 H 73 4(3(1?]&22; in
Broken Plans # 0
5,000 \ \ $3,500 11 Broken Plans $
$3,000 N\ |
4,000 6 500 N\
2,957 ’
3,000 $2,000 \\‘ $1,946
2,000 1,641 51,500 $1,095
873 $1,000 $583
597 422
1,000 . <500 $
- T T T T - T $0 7 T T T - T
2008 2009 2010 2011 Total 2008 2009 2010 2011 Total
Residential Broken Plans >2 (Avg. Bal.)
$710 $706
$700
$690
$680
<670 | $667 $667
$660 - 5658
$650 -
$640 -
5630 = T T T
2008 2009 2010 2011 Total
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May 16, 2012

Attachment 15

Non-Residential Broken Payment Plans, July 2008-2011 (2 or more broken plans)

Page 30

Non-Residential Broken Plans >1 (Accts) Non-Residential Broken Plans >1 (Dollars)
400 Thousands $
2008-2009: 340 $250 - 5232
350 11 107% Increase in 20008'2009' i
300 { Broken Plans # $200 H 136% Increase in
\ | Broken Plans $
250 A
\\ 188 $150 $136
200 \ “
150 $100
91 S55
100
55 $50 . 538
- B -
- = T T T T $0 = T T T — T
2008 2009 2010 2011 Total 2008 2009 2010 2011 Total
Non-Residential Broken Plans >1 (Avg. Bal.)
21,600 $1,436
$1,400
$1,200
$1,000
$800 -
$599
$600 -
$400 -
$200 -
SO = T T T T
2008 2009 2010 2011 Total




Monticello Consulting Group

Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012

Review and Analysis of PSNH’s Current Credit and Collection Practices (Account Initiation)

Attachment 16

ACCOUNT INITIATION

Category (External, Internal or Rule/Regulation)

I Tools, Technologies, Procedures or Strategies

PSNH Current Practice?

Opportunity for PSNH to
Improve Performance?

Internal Tools/Solutions (Common Practices in Utility Industry)

Security deposit assessment

|Require 2 forms of ID for certain applicants
| Protected customer identification

I

|Fra ud investigation & strategies

IBaIa nce transfers

I

IPolicy adherence (i.e., CSR)

I nterpretation of rules/regulations

Yes (non-residential accts) |

No

Yes

Yes

Yes

Yes

Yes

|ID Validation Yes
|
External Tools, Technologies & Solutions (applicable to PSNH) Icredit risk evaluation (risk score) No | Yes
I
Fraud detection technologies No I Yes
I I
|Previous customer verification Yes

Yes (residential accounts)

Yes

Yes

Yes

Yes

NHPUC Rules & Regulations (Impacting Charge-Offs)

[
|Denial of service (Puc 1203.15)

| Deposits (Puc 1203.03)

I
Payment arrangements (Puc 1203.07)

|Protected class customer treatment (various)

Yes (adheres to rule)
Yes (adheres to rule)
Yes (adheres to rule)

Yes (adheres to rule)

Potential for future
discussion/negotiation

Potential for future
discussion/negotiation

Page 31




Monticello Consulting Group

Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012

Attachment 17

Review and Analysis of PSNH’s Current Credit and Collection Practices (Active Account Collection and Customer Management)

ACTIVE ACCOUNT COLLECTION AND CUSTOMER MANAGEMENT

Category (External, Internal or Rule/Regulation) | Tools, Technologies, Procedures or Strategies PSNH Current Practice? | ()Iizf;)r:?/zi;\g?c:r':gnizo

External Tools, Technologies & Solutions (applicable to PSNH) :Risk monitoring-commercial/industrial No : Yes
iAutomated acct. segmentation & work flows Yes i
|Collection strategy execution Yes | Yes
| Behavioral scoring (risk) Yes | Yes
|Outbound calls & messaging Yes :
|Notices & Reminders Yes |

Internal Tools/Solutions (Common Practices in Utility Industry) |Field collections & DNP Yes |
|Payment arrangements Yes | Yes
:Auto pay & budget billing Yes :
|Payment options (credit card, auto debit, etc.) Yes |
| Deposits-existing service Yes | Yes
|Protected class customer ID, segmentation & programs Yes |
|Legal collections Yes : Yes
|Performance measurement, management & reporting Yes | Yes
|Policy adherence Yes |
|Interpretation of rules/regulations Yes | Yes

I
Deposits-existing service (Puc 1203.03)
NHPUC Rules & Regulations (Impacting Charge-Offs) |Payment arrangements (Puc 1203.07 & 1204.04)

|Hardship customer treatment

Medical customer treatment

Yes (adheres to rule)
Yes (adheres to rule)
Yes (adheres to rules)

Yes (adheres to rules)

Potential for future

discussion/negotiation
Potential for future

discussion/negotiation
Potential for future

discussion/negotiation
Potential for future

discussion/negotiation
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Monticello Consulting Group

Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012

Attachment 18

PSNH Residential Collection Timeline, Non-Winter Period (Business as Usual)

PSNH
Residential Collection Timeline (BAU)

Non-Winter Period

Average Monthly Bill: $105

< Recycle Final Acct >
Issue new DNP
noticein 3 days (7 days )
Current Due (CD): C: $105 C: $105 C: $105 C: $105
Past Due Amt(PD): PD: $0 PD: $105 PD: $210 PD: $315 NO NO
Total Due Amt (TD): TD: $105 TD: $210 TD: $315 TD: $420
. Bill Date, Bill Date Acct . DNP Bill Date,
Bill Date L / o / DNP Notice OB Dialer 3 / DNP Order Pmtor
> R > | R > Enters > ) > Order > |Reminderon| > . > DNP?
(1) . . Mailed Call y Expires Plan?
on Bill (2) on Bill (3) CACS Issued Bill (4)
CACS:
>$75 min. DNP Amt: DNP Amt: Read Date YES YES
$210 $210
2 days before
read date
r r r
Days: | 30 30 30 8 2 8 9 1-2 8 (bus days) Restore Svc.>
Date: |4/1 5/1 6/1 7/1 7/8 7/10 7/19 7/28 8/1 8/11
¥ g r 4 4 r r g
Days Past Due: Due 30 60 68 70 78 87 90 100

! Restoration Fees:

: $35 Fee 8AM to 4PM (billed)

| $70 Fee 4PM to 8AM (billed)

OB Dialer started2009; auto pmt IVR started 7/2011 $18 collection fee (billed)

Typical Fee: $35 +$18 =53
Service Restoration Pmt. Analysis:
Total Due Restoration  Variance
Payment @Bill(4) Fees(est) @ Day90
DNP Notice Amt (DNP B/4 Bill 4): $210 $420 $53 $263
DNP Notice Amt (DNP Aft Bill 4): $420 $420 $53 $53
Broken Plan DNP Amt: $315 $420 $53 $158
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Monticello Consulting Group
Review & Assessment of Credit & Collections
Public Service of New Hampshire

May 16, 2012

PSNH Residential Collection Timeline, Non-Winter Period (Proposed)

Attachment 19

PSNH

Residential Collection Timeline (Proposed)

Non-Winter Period Example

Average Monthly Bill: $105

Current Due (CD):
Past Due Amt(PD):

Total Due Amt (TD):

Days:
Date:

Days Past Due:

Account enters collection cycle 30 days earlier
|NHPUC Rule: 1203.11 (g) 1 No DNP if "The customers arrearage is less than 60 calendar days and is less than $50"

| < Recycle Final Acct >
Issue new DNP d
| noticein 3 days (7 days)
[e3 $105 C: $105 | (o3 $105
PD: S0 PD: $105 | PD: $210 NO NO
TD: $105 TD: $210 TD: $315
" Bill Date . DNP Bill Date
Bill Date i / DNP Notice OB Dialer i / DNP Order Pmtor
1 > Reminder Mailed call Order > | Reminder —— DNP? Plan?
1 on Bill (2) Z et on Bill (3) B :
CACS:
575 min. DNP Amt: DNP Amt: Read Date YES YES
$105 $105
2 days before
read date
v v
| 30 30 8 8 9 1-2 8 (bus days) Restore Svc.>
]4/1 5/1 6/1 6/8 6/10 6/19 6/28 7/1 7/11
r v v v r r r
Due 30 38 40 48 57 60 70

Accelerated Collection Timeline for High-Risk Accounts

1) New accounts (i.e., active less than 1 year)

2) Customers with history of DNP activity (i.e., X number of disconnection notices last 12 months)

3) Mitigate risk from high-usage customers (i.e., average monthly balance 2 or more times the average monthly bill)

4) Opportunity to utilize behavioral scoring techniques to better rank-order customer risk level for treatment

5) Opportunity to change collection timeline to keep certain delinquent customers from recognizing Company routine
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Monticello Consulting Group
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Public Service of New Hampshire

May 16, 2012

Attachment 20

Review and Analysis of PSNH’s Current Credit and Collection Practices (Inactive Account Collection and Recovery)

IN-ACTIVE ACCOUNT COLLECTION AND RECOVERY

| | I Opportunity for PSNH to

Category (External, Internal or Rule/Regulation) Tools, Technologies, Procedures or Strategies PSNH Current Practice?
| Improve Performance?

|Outside collection agencies (first or third-party) | Yes I
|Third-pa rty legal collections | Yes :
External Tools, Technologies & Solutions (applicable to PSNH) |Credit reporting : Yes |
|Collection Agency Management (‘Middleware") | No : Yes
Recovery score (emerging solution) : No |
|Deceased/Ba nkruptcy solutions (emerging solution) | No :
|Debt sales (re-emerging solution) | No |
I I
|Balance transfers | Yes | Yes
|Multi-tiered agency program (EOP, Primary, etc.) | Yes : Yes
:Legal collections & recovery : Yes | Yes
Internal Tools/Solutions (Common Practices in Utility Industry) |Account segmentation strategies | No : Yes
Champion-Challenger : Yes | Yes
|Reminder notices & letters | Yes : Yes
!Performa nce measurement, management & reporting ! Yes | Yes
NHPUC Rules & Regulations (Impacting Charge-Offs) i N/A i N/A | N/A
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