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INTRODUCTION

PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND OCCUPATION.
Czaplewski
My name is Karen M. Czaplewski. My business address is 100 Weybosset Street,

Providence, RT (2903,

Meuntier

My name is Charles K. Meunier. My business address is 100 Weybosset Street,

Providence, RI 02903.

WHAT IS YOUR POSITION AND RESPONSIBILITIES

Czaplewski

I am Vice President of Customer Service and Information Technology for New
England Gas Company (the “Company”), a division of Southern Union Company.
Since 1977, my primary responsibilities have included various departments that come
under the umbrella of customer service. These include billing, accounts receivable,

credit and collections, call center and business office operations.

I joined Southern Union Company in December 1995, and my first responsibility was

to construct a new call center facility to centralize the customer service calls for our
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service territory in Texas. On July 1, 1997, I assumed responsibility for the various
areas that were included under the customer service umbrella in Missouri, as well as
keeping my responsibilities in Texas. In August 2001, I assumed responsibility for the
various areas that are included under the customer service umbrella in the Company.

Missouri and Texas are no longer in my area of responsibility.

Meunier

I am Senior Vice President of Operations for the Company. My primary
responsibilities include various departments that come under the umb;éll’a of Field
Operations. These include: Engineering Systems Planning and Environmental

Services; Construction and Maintenance; Gas Control; Fleet; Customer Field Service;'

Meter Reading and Meter Shop; and Purchasing, Facilities, and Security.

WHAT IS YOUR PROFESSIONAL AND EDUCATIONAL BACKGROUND?
Czaplewski ‘

Prior to joining Southern UnionVCompany, I was employed from 1977 until 1995 by
Vision Energy Company and Power Fuels, Inc. as Vice President of Administration
and Controller, and then Vice President of Finance. Vision Energy Company was a
six-state propane sales company, while Power Fuels, Inc., was a forty-eight-state
liquids-in-bulk truck transporter. During the last year of my employment, the

companies were acquired by Ferrellgas Propane.
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I received a degree in Business Administration with an emphasis in accounting from

Minot State University.

Meunier

Prior to my current position, 1 was most recently Vice President of Operations of the
Company. Before that position, I was Vice President of Operations of Valley
Resources, where I was responsible for all gas distribution, measurement, control,

facilities, fleet, appliance and equipment service and repair operations for the utility’s

 subsidiaries, Valley Gas and Bristol & Warren Gas. I have been employed by the

Company and its predecessors for 38 years and currently am the 2001-2002 Chairman
of the Operating Division Board of Directors of the New England Gas Association and
am affiliated with the New England Regional Utility Group. I am a past president and
current member of the Rotary Club of Cumberland-Lincoln, and served on the
Business and Education Partnership Development Committee of the Northern Rhode
Island Chamber of Commerce. I received a Bachelor of Science Degree in Business

Administration from Bryant College.

WHAT IS THE PURPOSE OF THIS TESTIMONY?
Czaplewski
The purpose of this testimony is to address the comprehensive service quality program

(“Service Quality Program™) that the Company is proposing for its Rhode Island

WPROVGAS\WVOLI\USERS\SHARED\PRICSHARService Quality\Service Quality Testimony 09-30-02.doc
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operations. Consistent with Commission Order in Docket 3401, the Company is filing
a comprehensive service quality measurement and monitoring program tovensure that a
high level of service is provided to its customers. Specifically, the testimony will:

(i) Discuss the measures by which service quality is being monitored

(“Service Quality Measures™) and the criteria being used for each of
the measures (“Performance Criteria”) of service quality,;

(i) Explain how benchmarks have been designed to measure service
quality performance;

(iii) Address the mechanism by which the Company's service quality
performance will be evaluated (“Performance Mechanism™); and

(iv) Explain the data reporting process associated with the Service Quality
Program.

HOW IS THE TESTIMONY ORGANIZED?

Czaplewski

The testimony is organized into three general sections. The first section introduces the
witnesses and provides our qualifications and sets forth our purpose for testifying.
The second section provides background to our proposal. The third section provides

details on the Service Quality Plan.

ARE YOU SPONSORING ANY EXHIBITS RELATED TO YOUR

TESTIMONY?
Czaplewski

Yes. Iam sponsoring the following exhibits, which are attached hereto:

WPROVGAS\VOLINUSERS\SHARED\PRICSH AR Service Quality\Service Quality Testimony 09-30.02.doc
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Exhibit SQP-1: Service Quality Plan
Exhibit SQP-2: Summary of Benchmarks and Performance Mechanism
Exhibit SQP-3: Historical Service Quality
II. BACKGROUND
Q. WHY IS THE COMPANY PROPOSING THE SERVICE QUALITY PLAN?
A Meunier

On July 24, 2000, the Rhode Istand Division of Public Utilities and Carriers (the
“Division”) approved a settlement agreement in Docket Nos. D-00-2 and D-00-3
entered into among the Advocacy Section of the Division, -tﬁe Attorney General, the
Energy Council of Rhode Island, Southern Union Company, Providence Gas
Company, Valley Gas Company and Bristol and Warren Gas Company (collectively
the “Settling Parties”) addressing various issues surrounding the acquisition and
merger, including service quality. The Settling Parties agreed that the quality of
service provided to customers of the merged companies would not be diminished as a
result of the acquisition and merger. In order to ensure that the quality of service
would not be diminished, the Settling Parties agreed that the Company would
implement a comprehensive service quality measurement and monitoring program.
Since the approval, the Company has had various discussions and meetings with the
Division regarding the establishment of a service quality measurement and monitoring

program. In the Public Utilities Commission ("Commission" or "PUC") approved

WPROVGAS\WOLIWSERS\SHARED\PRICSHAR \Service Quality\Service Quality Testimony 05-30-02.doc
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Docket No. 3401 Settlement Agreement, the Company and Division agreed to
continue discussions regarding the development and implementation of a Service
Quality Program, with the intention of submitting a joint proposal to the Commission
no later than September 30, 2002. If a joint proposal cannot be agreed to, the
Company must submit its own Service Quality Program proposal by September 30,

2002.

PROPOSAL

SERVICE QUALITY MEASURES AND PERFORMANCE CRITERIA

WHAT SERVICE QUALITY MEASURES WILL BE USED TO MONITOR
THE COMPANY’S SERVICE QUALITY GOING FORWARD?

Meunier

There are eight Service Quality Measures that are proposed to be used to monitor
service quality: abandoned call rate; average speed of answer; on-cycle meter reads;
testing of meters; customer requested meter tests completed; service appointments met
as scheduled;leak call responsiveness — normal business hours; and leak call
responsiveness — after normal business hours. These Service Quality Measures fall
into five general service quality categories: call center responsiveness; meter reads;
meter testing; service appointments; and safety. These measures represent a broad

range of the services provided to the Company’s Rhode Island customers and are a

WPROVGAS\VOLI\USERS\SHARED\PRICSHAR \Service Quality\Service Quality Testimony 09-30-02.dae




10

11

12

13

14

15

17

18

19

20

NEW ENGLAND GAS COMPANY TESTIMONY OF KAREN CZAPLEWSKI AND CHARLES MEUNIER

DOCKET NC.
SEPTEMBER. 30, 2002
PAGE 70OF 19

reasonable way to monitor and measure service quality performance. The Service

Quality Measures that the Company proposes are detailed in Exhibit SQP-1.

PLEASE EXPAND ON THE SERVICE QUALITY MEASURES BEING
PROPOSED TO MEASURE CALL CENTER RESPONSIVENESS?

Czaplewski

The call center responsiveness will be measured using two Service Quality Measures:
(i) abandoned call rate; and (ii) average speed of answer. The Performance Criteria
used to measure the level of abandoned calls coming into the call center is an
abandoned call percentage. The abandoned call percentage is the annual number of
abandoned calls as a percentage of the total number of calls into the cail center.
Abandoned calls are defined as incoming calls to the call center where the caller hangs
up before the call is answered. Abandoned calls include those calls terminated while
in the queue or while ringing after initial connection with the Company’s telephone

system.

For average speed of answer, both Providence operations and Cumberland operations
have historically collected data to monitor this measure. Both based their tracking on
the percentage of calls that were answered in a given group or queue number
excluding abandoned calls and de-queued calls (i.e., calls in multiple queues) which
never get answered. Providence operations historically tracked the percentage of calls

answered by the call center within 20 seconds, while Cumberland operations tracked

WPROVGAS\WVOLINUSERS\SHARED\PRICSH ARService Quality\Service Quality Testimony (9-30-02.doc
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the percentage of calls answered within 120 seconds. As set forth in Exhibit SQP-1,
the anmual percentage of calls answered within 60 seconds is the proposed
Performance Criteria for the combined Rhode Island operations, and tracking on the

basis of this criteria has been implemented as of August 1, 2001.

WHAT SERVICE QUALITY MEASURES ARE BEING PROPOSED TO
MEASURE METER READS?

Meunier |

The Company proposes to monitor on-cycle meter reads, using the Performance
Criteria of actual meter reads as a percentage of the number of meters assigned to be
read. Providence operations has installed Automated Meter Reading ("AMR") devices
throughout its systénx, and therefore, typically there are more than 99% actual meter
reads as compared io the number of meters that were assigned to be read. Conversely,
Cumberland operations has not implemented AMR technology on its systems to date

and generates actual reads for approximately 75% of the meters assigned to be read.

WHAT SERVICE QUALITY MEASURES ARE BEING PROPOSED TO
MEASURE METER TESTING PERFORMANCE?

Meunier

WPROVGAS\WVOLIVUSERS\SHAREIWPRICSHAR \Service Quality\Service Quality Testimony 09-30-02.doc
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As set forth in Exhibit SQP-1, that the Company proposes to test 15,000 total meters
annually. This testing will include meters rated by the manufacturer up to and

including 300 cubic feet per hour (“cfh”) and meters rated greater than 300 cth.

The second Service Quality Measure related to meter testing is customer requested
meter tests completed. This is measured as the annual number of customer requested
meter tests completed within 15 days from the request as a percentage of the total

number of customier requested meter tests.

WHAT SERVICE QUALITY MEASURE IS BEING PROPOSED TO
MEASURE THE COMPANY’S SERVICE APPOINTMENTS
PERFORMANCE;?

Meunier

As set forth in Exhibit SQP-1, the Company proposes to monitor service appointments
by using the Service Quality Measure of service appointments met. The Performance
Criteria for service appointments met is defined as the annual percentage of general
service appointments met as scheduled.  These appointments include meter
installations, meter removals, meter change-outs, starting and final meter reads,
reconnections for non-payment and high bill invéstigations. The Company has agreed
to offer both morning and afternoon service appointment times, whereby morning

appointments are between 8 AM and Noon, and afternoon appointments are between

WPROVGAS\VOLNUSERS\SHARED\PRICSHAR \Service Quality\Service Quality Testimony 05-30-02.doc
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Noon and 4 PM. An all-day appointment (8 AM to 8 PM) will also be offered for

those customers that do not specifically need a morning or afternoon time slot.

WHAT SERVICE QUALITY MEASURES ARE BEING PROPOSED TO
MEASURE THE COMPANY’S SERVICE QUALITY FOR SAFETY?

Meunier

The Company, as set forth in SQP-1, proposes to monitor customer safety using two
measures related to Leak Call Responsiveness. The First Service Quality Measure is
the annual percentage of leak célls responded to within 30 minutes during normal
business hours (defined as 8AM to 4PM). The second measure is the annual

percentage of leak calls responded to within 45 minutes during non-business hours.

TIMING

WHAT IS THE TIMING BEING PROPOSED BY THE COMPANY FOR -
IMPLEMENTATION OF THE SERVICE QUALITY PROGRAM?

Czaplewski

The Comﬁany has commenced tracking service performance against the above
described measures and is proposing that the Service Quality Program initially be a 3-
year plan running concurrent with the 3-year base rate freeze approved in Docket No.

3401. Accordingly, the proposed Service Quality Program includes establishment of

WPROVGAS\VOL1\USERS\SHARED\PRICSHAR\Service Quality\Service Quality Testimony 09-30-02.doc
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Performance Benchmarks calculated and based on up to 3-years' worth of historical

data and will remain fixed through June 30, 2005.

PLEASE EXPLAIN THE PERFORMANCE PERIOD.

Czaplewski

The Performance Period is the period during which the Company’s actual service
quality performance will be compared to the Performance Benchmarks, and the
Company will be subject to a financial adjustment based on its service quality
performance relative to the Performance Benchmarks. The first Performance Period is
the Company's current fiscal year running from July 1, 2002 through June 30, 2003.
The Company’s actual performance over this period relative to the Performance
Benchmarks will determine the amount of adjustment, if any, to which the Company

will be subject pursuant to the Performance Mechanism.

PERFORMANCE BENCHMARKS

WHAT ARE THE BENCHMARKS FOR THE CALL CENTER SERVICE
QUALITY MEASURES?

Czaplewski

The annual Abandoned Call Rate Service Quality Bénchmark is 15.1 percent. This

benchmark is calculated on the basis of 3 years of combined historical service for the

WPROVGAS\VOLI\USERS\SHARED\PRICSHAR\Service Quality\Service Quality Testimony 09-30-02.doc




10

11

12

13

14

15
16
17
18

19

20

NEW ENGLAND GAS COMPANY TESTIMONY OF KAREN CZAPLEWSKI AND CHARLES MEUNIER

DoCcKET NO.
SEPTEMRBRR 30, 2002
PAGE 120F 19

legacy Companies. Attachment SQP-2 summarizes the proposed benchmarks and

Attachment SQP-3 provides historic service quality tracking data.

For the Average Speed of Answer, both legacy operations have historically collected
data to monitor this measure. However, Providence operations historically tracked the
percentage of calls answered by the call center within 20 seconds, while the Valley
operations tracked the percentage of calls answered within 120 seconds. As of July 1,
2001, the Company began to collect data on the percentage of telephone calls handled
within 60 seconds for the combined operations. Based on data from the combined
operations, the annual performance benchmark for the Average Speed of Answer is.

established at 55.9%.

WHAT ARE ON-CYCLE METER READS AND METER TESTING
BENCHMARKS?

Meunier

- The Company has compiled and combined two years of historical performance data

for On-Cycle Meter Readings. Based on the historical data, the benchmark has been
established at 94.4%. The benchmark for Periodic Meter Testing is set at a combined
15,000 total meters annually as described earlier. For Customer Requested Meter
Tests, the Company has not historically tracked performance. Based on data collected

since September 2001, a benchmark is being established at the level of 77.4%.

WHAT ABOUT SERVICE APPOINTMENTS?

WPROVGAS\VOL 1\USERS\SHARED\PRICSHAR\Service Quality\Service Quality Testimony 09-30-02.doc
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Meunier
The Company has compiled and combined two years of historical performance data to

establish an annual Performance Benchmark for Service Appointments met as

scheduled at 97.2%.

WHAT ARE THE LEAK RESPONSE BENCHMARKS?

Meunier

Historic performance data under the two Leak Responsiveness measurements criteria
described above are only available on a Company-wide basis starting July 2001. Prior
to July 2001, the legacy Providence Company tracked leak-call responsiveness on the
basis of average time to respond. Based on the twelve months ending June 30, 2002,
the annual performance benchmark for Leak Call Responsiveness during Normal

Business Hours and After Normal Business Hours is 83.2% and 86.3% respectively.

PERFORMANCE MECHANISM

PLEASE DESCRIBE THE PERFORMANCE MECHANISM STRUCTURE.
Czaplewski

A critical element of any service quality plan is the system of adjustments, which help
ensure that service quality is not degraded and encourage quality improvements. The
Company believes that the best way to achieve this is through a matrix of financial

adjustments depending on the Company’s performance relative to the Performance

WPROVGAS\WWOLNUSERS\SHAREDNPRICSHAR\Service Quality\Service Quality Testimony 09-30-02.dec
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Criteria. The Company believes that it is reasonable and appropriate to establish a
Performance Mechanism with adjustments to create an incentive structure that is
positive for oﬁr customers.  Specifically, with this Performance Mechanism, the
Company will have an incentive to continually enhance its customer service

performance beyond the levels established Based on historical performance.

PLEASE EXPLAIN HOW THE PERFORMANCE MECHANISM WILL
WORK?
Czaplewski

Performance for each of the Service Quality Measures will be tracked and compared

with the established Performance Benchmark. Annual Financial Adjustments will be

calculated if actual performance is not within a deadband around the benchmark. The
deadband is established .by calculating the standard deviation from historical
information for those measures where the pérformance benchmark is calculated using
more than one year worth of data. For measures with less than or only one year of
historic data; the deadband is a percentage of the performance benchmark,

(“Performance Variance”).

PLEASE DESCRIBE THE PENALTY CALCULATION?

Czaplewski

WPROVGAS\VOL1\USERS\SHARED\PRICSHAR\Service Quality\Service Quality Testinony 09-30-02.doc
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If the Company’s annual performance for a Performance Measure falls Within or is
equal to one standard deviation from the benchmark or the established Performance
Variance, no revenue penalty will be imposed for that measure. If the Company’s
annual performance for a measure negatively exceeds the established Performance
Variance or one standard deviation up to two standard deviations of the benchmark, it
will be subject to the revehue penalty. To the extent that unforeseen exogenous events
which are beyond the Comi)any's reasonable control may cause the Company to be
outside the deadband, such as a major pipeline disruption resulting in the call center
being inundated with calls severely affecting .Average Speed of Answer, the Company
will be able to Videntify and quantify such impact and exclude it from the annual
performance c;aICuIation. The burden of proof lies with the Company to demonstrate
that the event was exogenous and had a significant impact on the Company's annual

performance results.

WHAT ABOUT CALCULATION OF INCENTIVE OFFSETS?

Czaplewski

Incentive offsets are calculated in a similar fashion to revenue _penalties. If the
Company’s annual performance for a Performance Measure falls within the
established deadband, no incentive offset is achieved. If the Company’s annual
performance positively exceeds the established deadband, the Company is eligible for

an incentive offset to any penalty incurred within the same performance year with the

WPROVGAS\VOL1\USERS\SHARED\PRICSHAR\Service Quality\Service Quality Testimony 09-30-02.doc
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exception of any safety penalty. Safley measures are not subject to the incentive offset

mechanism. If the Company falls outside two standard deviations in performance, the

~ incentive offset is capped. at the maximum level. The cumulative balance of penalties

and incentive offsets would be included as a negative or no adjustment in the annual
DAC, with a maximum penalty adjustment of $500,000 for the year. This maximum

penalty amount is the result of negotiations with the Division.

ARE THERE ‘ANY PERFORMANCE MEASURES WHICH CANNOT BE

USED AS OFFSETS?

Czaplewski

Yes. The Safety measures will be used for penalty adjustments only. That is, if

performance exceeds the established deadband, no offset would be available to reduce

or offset the penalty.

HOW WOULD REVENUE ADJUSTMENTS BE APPORTIONED?

Czaplewski

Revenue adjustments will be apportioned among the various Performance Measures as
follows:

Call Center Responsiveness

Average Speed of Answer 12 percent
Abandoned Call Rate 12 percent
Meter Reads

On Cycle Meter Reads _ 6 percent

GAPRICSHAR\Service Quality\Service Quality Testimony 09-30-02.doc
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Meter Testing
Periodic Testing of Meters 6 percent
Customer Requested Meter Tests 4 percent

Service Appointments

Service Appointments Met 12 percent
Safety (Penalty only, not offset)

Leak Call Responsiveness Normal Business Hours 24 percent
Leak Call Responsiveness After Business Hours 24 percent

Attachment SQP-2 summaries the maximum adjustments apportioned among the
Performance Measures and describes the financial adjustment formulas.

HOW DO YOU ENVISION THE ADJUSTMENT MECHANISM BEING

IMPLEMENTED?

Czaplewski

In each year, the adjuétment that may-have been incurred or earned for each applicable
Service Quality Measure, would be aggregated and netted against one another and the

net amount included as a negative or no adjustment in the DAC filing.

ARE THERE ANY INSTANCES IN WHICE THE COMPANY WILL NOT
USE CERTAIN DATA FOR MEASURING PERFORMANCE CRITERIA?
Czaplewski

Yes. The Company will not use data for a specific Performance Criteria as a result of:
(1) an extraordinary circumstance, including, without limitation, catastrophes, natural

disasters, extreme adverse weather, extreme natural gas prices, sabotage, -terrorism,

WPROVGAS\WOLIIUSERS\SHARED\PRICSHAR\Service Quality\Service Quality Testimeny 09-30-02.doc
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work stoppage or other unforeseen events or force majeure beyond the Company’s
control; and (2) the failure of other company's services to the Company customers that

affects the Performance Mechanism. This is consistent with Narragansett Electric’s

in-force performance standards.

DATA COLLECTION AND REPORTING

HOW DOES THE COMPANY PROPOSE TO REPORT THE RESULTS OF
ITS SERVICE QUALITY PERFORMANCE?

Czaplewski

The Company will provide the Division and Commission with quarterly reports on the
service quality statistics collected within 30 days of the end of each quarter. At the
end of the fiscal year, the Company will make an Annual Service Quality Plan Filing
to provide details regarding service quality performance over the prior year. This will
be an in;depth compilation of the quarterly filed reports plus the calculation of any
financial adjustment. Such filing shall occur no later than August 1# of each year and
the results incorporated in the Distribution Adjustment Charge fiting. Explanations
and documentation of extraordinary circumstances, if any, will be furnished in the

annual filing.
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Q. WHAT TYPE OF DATA WILL BE INCLUDED IN THE ANNUAL SERVICE
PLAN FILING?

A. Czaplewski
The Annual Service Quality Plan Filing will include a summary of the Company’s
performance for each of the Service Quality Measures for that Performance Period, a
calculation of the adjustment pursuant to the Performance Mechanism, and copies of
all of the relevant data that was used to calculate performance for each Service Quality
Measure. In addition, if the performance for any Service Quality Measure is subject to
a negative adjustment under the Performance Mechanism, the Company will provide

an explanation for the deviation'in performance and the actions to be undertaken.

Q. DOES THIS CONCLUDE YOUR TESTIMONY?

A Yes, it does.

WPROVGAS\VOL1\USERS\SHARED\PRICSHAR\Service Quality\Service Quality Testimony 09-30-02.doc
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NEW ENGLAND GAS COMPANY
SERVICE QUALITY PROGRAM
OVERVIEW

The Service Quality Program is a 3-year program, designed to not only ensure service quality
is not degraded, but to encourage service quality improvements as well. One of the primary
goals of the plan is to maintain or improve service quality, safety and reliability for customers.
The Service Quality Program includes eight measures by which service quality will be
measured ("Performance Measures") and the criteria to be used to monitor each measure
("Performance Criteria").

To achieve the objectives, the plan includes a matrix of financial adjustments based on actual

annual performance relative to the service-quality benchmarks, (“Performance Benchmarks™)

and incorporates a system of penalties and incentive offsets, (the “Performance

Mechanism™). This mechanism creates a penalty and incentive offset structure that is

positive for our customers. If performance deteriorates from the Performance Benchmarks,
customers will receive a credit through the annual Distribution Adjustment Charge ("DAC")

filing.

' The program establishes Performance Benchmarks for the combined RI operations based on a
standard set of criteria. The Performance Benchmarks are calculated and based onup to 3
years® worth of historical data. The benchmarks will remain fixed for the term of the Service-
Quality Plan, which is July 1, 2002 through June 30, 2005, (“Performance Period”). The
Performance Criteria will remain in effect during the Performance Period. On a quarterly
basis, a service quality report will be filed with the Commission and the Division with an

annual report filed each August 1st.

PERFORMANCE CRITERIA

Call Center Responsiveness
Abandoned Call Rate
The Performance Criteria for abandoned calls is the annual ratio of the number of
abandoned calls as compared to the total number of calls into the call center.
Abandoned calls are defined as incoming calls to the call center where the caller
hangs up before being answered. Abandoned calls include those calls terminated
while in the queue or while ringing after initial connection with the Company’s
telephone system.

WPROVGAS\VOLIUSERS\SHARED\PRICSHAR Service Quality\Service Quality Testimony 09-30-02.doc
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‘The Company has combined 3 years of historical service quality data to serve as a
basis for the benchmark calculation. The anmual performance benchmark for the

Abandoned Call Rate is 15.1%.

Average Speed of Answer

The Performance Criteria for average speed of answer is the percentage of calls
answered within 60 seconds in a given group or queue number excluding
abandoned calls and de-queued calls that never get answered.

For the average speed of answer, both legacy operations have historically collected
data to monitor this measure. Providence operations historically tracked the
percentage of calls answered by the call center within 20 seconds, while the Valley
operations tracked the percentage of calls answered within 120 seconds. As of
July 1, 2001, the Company began to collect data on the percentage of telephone
calls handled within 60 seconds for the combined operations. The annual
performance benchmark for the Average Speed of Answer is established at 55.9%.

Meter Reads

On-Cycle Meter Readings
This is measured as the percentage of actual meter reads as compared to the
number of meters assigned to be read.

The Company has combined and compiled two years of historical performance
data to serve as a basis for this benchmark calculation. The annual performance
benchmark for On-Cycle Meter Readings is 94.4%.

Meter Testing
Periodic Testing of Meters 1

The Company has committed to the periodic testing of 15,000 meters a year during
the Performance Period. The number of meters tested will be separately tracked
and reported based on meters rated by the manufacturer as up to and including 300
cubic feet per hour (cfh) and those meters rated greater than 300 cfh.

! The testing of 15,000 meters per year is an increase in the number of meters currently being tested, it allows the
Company io eliminate the current backlog, and is about the level that will be required to remain current in the
several following years. The requirement for testing of meters <300 Cfh is not less than once in each fifteen year

service period and for meters > 300 Cih, each ten years.
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Customer Requested Meter Tests Completed

This is measured as the annual percentage of customer requested meter tests
completed within 15 days as compared to the total number of customer requested
tests.

The Company did not historically track performance on this measure. As of
September 2001, the Company began collecting data on the percentage of

customer requested meter tests handled within 15 days. The annual performance
benchmark for Customer Requested Meter Tests Completed is 77.4%. -

Service Appointments Met As Scheduled

Service Appointments Met As Scheduled

This is measured as the percentage of annual general service appointments met as
scheduled. These appointments include meter installations, meter removals, meter
change-outs; starting and final meter reads, reconnections, and high bill
investigations. Appointments will be offered in these blocks:

I. morning service appointment (8:00 a.m. to 12:00 p.m.);

2. afternoon appointments (12:00 p.m. to 4:00.p.m.); and

3. all day appointments (8:00 a.m. to 8:00 p.m.).

The Company has combined and compiled two years of historical performance

data to serve as a basis for this benchmark calculation. The annual performance
benchmark for Service Appointments met as scheduled is 97.2%.

Safety

Leak Call Responsiveness during Normal Business Hours

This is measured as the percentage of leak calls responded to within 30 minutes
during normal business hours (8:00 am. to 4:00 p.m.)

Leak Call Responsiveness after Normal Business Hours

This is measured as the percentage of leak calls responded to within 45 minutes
after normal business hours (after 4:00 p.m. Monday-Friday, all day weekends and
holidays).
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Historic performance data under these measurement criteria are only available
back to July 2001, Prior to July 2001, the legacy Providence Company tracked
leak-call responsiveness on the basis of average time to respond. The annual
performance benchmark for Leak Call Responsiveness during Normal Business
Hours and After Normal Business Hours is 83.2% and 86.3% respectively.

FINANCIAL ADJUSTMENTS: REVENUE PENALTIES AND INCENTIVE OFFSETS

Benchmarking & Deadbands

As discussed above, Performance Benchmarks are calculated using available data for
the time period July 1, 1999 through June 30, 2002.

Annual Financial Adjustments will be calculated if actual performance is not within a
specified deadband. If a performance benchmark is calculated using more than one
year worth of data the deadband is established by calculating the standard deviation
from historical information. For measures with less than or only one year of historic
data, the deadband is a percentage of the performance benchmark, (“Petformance
Variance™).

Applicability

If the Company’s annual performance for a Performance Measure falls within or is
equal to one standard deviation from the benchmark or the established Performance
Variance, no revenue penalty will be imposed for that measure. If the Company’s
annual performance for a measure negatively exceeds the established Performance
Vartance or one standard deviation up to two standard deviations of the benchmark, it
will be subject to the revenue penalty. To the extent that unforeseen exogenous events
which are beyond the Company's reasonable control may cause the Company to be
outside the deadband, such as a major pipeline disruption resulting in the call center
being inundated with calls severely affecting Average Speed of Answer, the Company
will be able to identify and quantify such impact and exclude it from the annual
performance calculation. The burden of proof lies with the Company to demonstrate
that the event was exogenous and had a significant impact on the Company's annual
performance results.

Incentive offsets are calculated in a similar fashion to revenue penalties. Ifthe
Company’s annual performance for a Performance Measure falls within the
established deadband, no incentive offset is achieved. If the Company’s annual
performance positively exceeds the established deadband, the Company is eligible for
an incentive offset in the performance year, If the Company falls outside two standard
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deviations in performance, the incentive offset is capped at the maximum level. Note,
the safety service quality measures are not included in the incentive offset calculation .
and any safety penalty is not subject to any incentive offset.

The cumulative balance of penalties and incentives would be included as a negative or
positive adjustment in the annual DAC, with a maximum adjustment of $500,000 for

the year.

Apportionment of Financial Adjustments Among Performance Measures

Revenue adjustments will be apportioned among the various Performance Measures as
follows:

Call Center Responsiveness.

Average Speed of Answer 12 percent
Abandoned Call Rate 12 percent
Meter Reads : .
On Cycle Meter Reads 6 percent
Meter Testing

Periodic Testing of Meters 6 percent
Customer Requested Meter Tests 4 percent
Service Appointments

Service Appointments Met 12 percent

Safety (Penalty only, not offset)
Leak Call Responsiveness Normal Business Hours 24 percent
Leak Call Responsiveness After Business Hours 24 percent -
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SUMMARY OF PERFORAMNCE MEASURES & FINANCIAL ADJUSTMENTS

Maximum Annual (Penalty) / Incentive Offset = $500,000

Measure Tracking Data For Benchmark | Dead- Maximum
Fiscal Year: Band (Penalty) /
Incentive Offset

2000 | 2001 | 2002

Abandoned Call Rate 17.0% | 14.7% | 13.8% 15.1% 7.3% $60,000
Average Speed of Answer | N/A | N/A | 55.9% 55.9% 13% __$60,000
On-Cycle Meter Readings 94.3% | 94.5% 94.4% 1.1% $30,000
Periodic Testing of N/A | N/A | NA | 15000 | 750 ~ $30,000
Meters : :
Customer Requested N/A | N/A | N/A 774% | 3.9% $20,000
Meter Tests Completed |

| Service Appointments 96.8% | 97.7% | 97.2% 08% $60,000
Met as Scheduled ' '
Leak Call Responsiveness | N/A | N/A | 83.2% 83.2% 3.4% $120,000 |
during Normal Business
Hours (penalty only) _ :
Leak Call Responsiveness | N/A | N/A | 86.3% | 863% | 42% $120,000
after Normal Business
Hours (penalty only) _ _
Total Maximum Penalty/ $500,000
Incentive |

Penalty and Incentive Offset Formulas

[Annual Performance Evaluation | [Penalty)/Incentive Offset |

‘When:

Performance = Benchmark Not Applicable

‘When:

(Benchmark+Deadband)<Performance>(Benchmark-Deadband)  Not Applicable

When: .

(Performance)> (Benchmark+Deadband) Apportioned Liability*Maximum Penalty
When;

(Performance)< (Benchmark-Deadband) Apportioned Liability*Maximum Incentive
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