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March 2, 2009

VIA HAND DELIVERY & ELECTRONIC MAIL

Luly E. Massaro, Commission Clerk
Rhode Island Public Utilities Commission
89 Jefferson Boulevard

Warwick, Rl 02889

RE: Standard Offer Portfolio Procurement Plan
Docket No.

Dear Ms. Massaro:

Enclosed please find ten copies of National Grid’s Standard Offer Service (“SOS”) procurement plan
for 2010. This plan is submitted in compliance with the provisions of R.1.G.L. §39-1-27.8. The Company’s
Plan is designed to prudently procure a least cost and reliable energy supply to meet the requirements
of standard offer customers. The supply procurement plan includes the acquisition procedure, the pricing
options being sought, and a proposed term of service for which standard offer service will be acquired.

The Plan is designed to procure an uninterrupted commaodity supply and provide transitional pricing for
existing SOS and LRS customers, in a way that does not impede the development of the competitive supply
markets. As such the plan will allow customers significant access to competitive markets without penalty or
time restrictions. The plan will also provide a service for 2010 that can be easily implemented without
complex rate design changes for customers. At the same time, the Plan will provide a transitional period
that would provide the Company with the flexibility to design and implement a more managed portfolio for
the Small Customer group. Additionally, the Company is prepared to engage in hedging activities, which
would overlay the load following contracts, as another means of reducing cost volatility.

The Plan contains the following significant features:

e Two Distinct Classes of Service:

1) Large Commercial & Industrial (“Large C&I”), consisting of customers receiving service on
consisting of customers receiving service on General C&I Rate G-02, 200 kW Demand
Rate G-32 and 3,000 kW Demand Rate G-62, Backup Service Rates B-32 and B62, and
Electric Propulsion Rate X-01; and
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2) Residential and small Commercial and Industrial (“Small Customer”) consisting of customers
receiving service on Basic Residential Rate A-16, Low Income Discount Rate A-60, Small C&l
Rate C-06, Limited Private Lighting Rate S-10 and General Streetlighting Rate S-14.

Return of Last Resort Customers to SOS Service:

Pursuant to the provisions of the proposed SOS tariff, beginning January 1, 2010, all customers will
be eligible for SOS, including 1) new customers; 2) customers presently receiving SOS; 3)
customers presently receiving Last Resort Service; and 4) customers previously taking service from
a competitive supplier who, for any reason, have stopped receiving service from that supplier.

Procurement Terms:

For Large C&I customers, the Company is proposing to procure supply through a single three
month FRS contract, procured on a quarterly basis. For the Small Customer class, supply will be
procured through a combination of laddered FRS contracts, varying from three months in duration
to up to twenty-four months. This laddering of contracts will help to limit price volatility to the
Small Customer class by dollar cost averaging contract prices from multiple time periods.

Procurement Schedule:

As described in the Plan in Section I1.C, Plan Attachment 1, and in Mr. Smithling’s testimony, the
Company plans to issues RFPs for SOS every February, May, August and November. Subsequent
rate changes will be effective on April 1, July 1, October 1 and January 1 for the Large C&lI
customers and on April 1 and October 1 for the Small Customers.

Cost Recovery

Pursuant to Standard Offer Adjustment Provision, R.1.P.U.C. No. 2002, the Company intends to
continue its current process of filing its annual reconciliation in November of each year for costs
incurred during the prior October through September period. The Company proposes to include
separate reconciliations for large C&I customers and residential and small C&I customers, similar
to the way LRS is currently reconciled.

This filing includes the written Plan and as appendices to the Plan a plan schedule, a form request

for proposal, and a form meter master power supply agreement. In support of the Plan, the Company is also
submitting the pre-filed direct testimony of Al Smithling, Jeanne Lloyd, and Richard A. Rapp, Jr.

The Company has also enclosed a draft notice that will be published in the The Providence Journal

to notify the public of the filing. The Company will publish this notice after receiving a docket number for
this filing from the Commission.
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Thank you for your attention to this transmittal. If you have any questions, please feel free to
contact me at (401) 784-7667.

Very truly yours,

[ e

| B /._

N} 7/; .J_-'I L __r[ﬂ'ﬁL,- ‘{1 -

12 ) ( fee \
Thomas R. Teehan

Enclosure

cc: Paul Roberti, Esq.
Steve Scialabba, Division
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Please state your full name and business address.

My name is Richard A. Rapp, Jr. and my business address is National Grid, Energy

Portfolio Management, 100 East Old Country Road, Hicksville, NY 11801.

Please state your business position and responsibilities.

I am National Grid’s Senior Vice President — Energy Portfolio Management. In this
role, 1 am responsible for all procurement and trading activities in the United States,
both physical and financial, for electric, natural gas, fuel oil and emissions credits on
behalf of National Grid’s four electric distribution companies and eight gas distribution
companies, and fuel management and electric bidding services provided to LIPA
pursuant to contract. Additionally, my responsibilities include demand and load
forecasting, quantitative analytics associated with energy commodity markets, gas
supply planning and contracting, and administration of each utilities’ customer

choice/retail access programs.

Please describe your educational background.

| am a graduate of Boston College’s Carroll School of Management with a Bachelor of
Science degree (Honors Program) in Accounting. | am also a graduate of Fordham

University’s School of Law with a Juris Doctor degree.
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Please describe your professional experience.

| joined the Long Island Lighting Company (LILCO) as a state and federal regulatory
attorney in 1984. | was lead counsel for all of LILCO’s electric and gas rate and
regulatory proceedings through the early 1990’s and represented LILCO before the
Federal Energy Regulatory Commission throughout the 1990s. 1 held several
supervisory roles throughout this period. Shortly following LILCO’s merger with
KeySpan Corporation (KeySpan) in 1998, | served as KeySpan’s Vice President,
Deputy General Counsel and Corporate Secretary. In 2002, | became Vice President —
Energy Transactions. Initially, I was responsible for all physical and financial energy
trading on behalf of KeySpan’s Ravenswood generating station. In 2003, my
responsibilities were broadened to include all energy transaction activities on behalf of
KeySpan’s six gas utilities and LIPA. In 2007, KeySpan was acquired by National Grid

and | was appointed to my current position.

Please explain the purpose of your testimony.

National Grid’s corporate vision is to provide our customers with reliable, affordable,
and environmentally sustainable energy services. To realize this vision, the Company
fully supports public policy to facilitate renewable energy development, among other
important environmental initiatives such as energy efficiency. Renewable generation
should be encouraged as an important tool to reduce impacts on the environment and

otherwise reduce dependence on fossil fuels for generation in the region. In fact,
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National Grid supports the use of long term contracting to facilitate the development of
renewable energy projects for energy supply in Rhode Island. The Company recognizes
that most renewable development projects will need project financing. We agree with
the premise that, in order to facilitate project financing, long term contracts are
necessary. We also understand that there has been an interest expressed by many
stakeholders in having the Company include long term contracting for renewable

generation as a part of the standard offer portfolio.

The Company, however, has not included long term contracting for renewable power in
our Standard Offer procurement plan. We expect this to come as a surprise to many
stakeholders, in light of the Company’s corporate vision and stated support for
renewable energy development. For that reason, I am providing this testimony to

explain the reasons.

Can you summarize the reasons?

Yes. Most importantly, based on the legal analysis performed by the Company’s
counsel, it is the Company’s strongly held view that the standard offer procurement
provisions in the law do not authorize using that procurement plan to advance the goals
of renewable generation development. In fact, there are good reasons why this is so.

As | will further explain in my testimony, the Company has concerns about the risks
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that long term renewable contracts with span terms as long as 10 to 20 years pose to the
Company and its standard offer customers. In particular, | will discuss the
incompatibility of long term contracting with retail choice, where customers can leave
standard offer service as the commodity rates rise because the cost of renewable
purchases are above market, thereby causing upward pressure on rates. In short, the
Company believes that, notwithstanding the fact that the law does not permit above
market contracts in the standard offer provisions, it also is not in the interest of standard
offer customers to be solely responsible for supporting the policy, while other
customers avoid the financial obligation by taking service from other suppliers. It
should be recognized that all customers share the environmental benefits of renewable

energy, which is why it is public policy to promote it.

Briefly stated, what are the objectives of the Standard Offer Procurement Plan that is

being proposed?

The Standard Offer Procurement Plan is designed to prudently procure a least cost and
reliable energy supply to meet the requirements of standard offer customers. The plan
offers different supply procurement and pricing strategies by rate class. For large
Commercial & Industrial (“C&I”) customers, the plan seeks to provide standard offer
pricing that more closely tracks current market pricing. For Residential and Small C&l

customers, the plan focuses on providing price stability and the flexibility to transition
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to a managed portfolio with “laddered” load following contracts and hedging strategies.
The plan will permit customers unfettered retail choice by allowing customers to freely

exit and return to standard offer service.

Please describe the Company’s position with respect to long-term renewable contracting

for this procurement plan.

The Company recognizes and supports the Rhode Island legislature’s goal of
encouraging investments in renewable projects in the context of Chapter 26 of Title 39.
As the “Purpose” clause of that Chapter states: “The purpose of this chapter is to
facilitate the development of new renewable energy resources to supply electricity to
customers in Rhode Island with the goals of stabilizing long-term energy prices,
enhancing environmental quality, and creating jobs in Rhode Island in the renewable
energy sector.”  Chapter 26, requires that the electric company obtain a specified
amount of renewable energy certificates to match a specified percentage of the load it
serves. As | understand the history, the Commission has already promulgated

regulations on how that procurement must take place.

We also understand that developers of larger-scale projects believe that long term

commitments are necessary to obtain financing to construct their projects. We support
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the concept of having the utility be a conduit for advancing renewable technologies
through long term contracting, under the right structure. However, the Company’s
view, as advised by our counsel, is that the procurement rules do not authorize the
Commission to use the standard offer procurement process for that purpose. For that
reason, we have not included any provision in our plan to enter into long term contracts
with renewable generation projects.  The plan is resource “blind”, and is focused on
achieving the lowest cost. Under current law, it is Chapter 26 that addresses facilitating
renewable development, not the standard offer procurement process appearing in

Section 39-1-27.8.

Please give an example of the potential risk to the Company and to Rhode Island

standard offer customers if long term contracts were required for standard offer service?

Long term renewable contracts carry with them the risk of speculative pricing and
stranded costs that would be shouldered entirely by the Company’s standard offer
customers. This is particularly problematic because the Company’s proposed standard
offer procurement plan allows customers to move freely off and back onto standard

offer service.

Can you describe the effects of retail choice on long term contracting?
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Entering into long term supply contracts suitable for renewable resource projects to
obtain financing is essentially incompatible with retail choice. Terms typically need to
exceed 10 years to support financing. In fact, it is not unusual for terms as long as 15
years to match the debt service on the financing. These terms are not compatible with a
set of rules that allow customers to leave service earlier than the terms of the contracts.

This potential migration effect is a serious problem.

Can you explain this migration effect further?

Historically, the price for standard offer service has tended to be lower than the market
price of electricity that could be offered by suppliers. Consequently, there has not been
significant migration away from standard offer service. This has not necessarily been
the experience in other jurisdictions. For instance, as Mr. Smithling discusses in his
testimony, in Rhode Island about 13% of the industrial customers are taking service
from competitive suppliers, compared to 80% of industrial customers who are taking
competitive service in Massachusetts. We expect that because the proposed
procurement plan provides for pricing that more closely tracks the market price;
marketers will be able to be more price competitive with standard offer service. Thus,
at least with respect to the large C&I classes, we would expect significant migration

activity away from standard offer service to suppliers.
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Aren’t all suppliers required to meet a renewable purchase obligation?

Yes, they are. However, if the Company is required to enter into long term contracts for
renewable generation for standard offer supply, its costs to meet its renewable
requirements become potentially much greater than those of competitive suppliers, who
will meet their requirement in the shorter term markets. The net effect is to cause the
Company’s costs for standard offer service to increase in such a way that it would likely
lead to customer migration away from the standard offer service. When this happens,
the remaining standard offer customers alone will be burdened with those increasing

Costs.

Please explain how this would occur.

Currently, renewable energy is more expensive than other energy supplies that are
available in the market. Indeed, Renewable Energy Certificates (“RECs”) are a
legislative and regulatory attempt to level the playing field by creating a market that
would not otherwise exist. In the short term, RECs are intended to make up the
difference between the price of energy in the competitive market and the higher price of
renewable energy supply. Over the long term, it is hoped that the cost for renewable

energy supply will become more competitive.
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In the case of a long term contract., however, the Company is locking itself into a price
which, including the value of the associated RECs, may appear to be reasonable based
on projections of future market costs, but is speculative as to its reasonableness over the
long term. In the event that the market develops such that renewable energy supply
becomes more competitively priced in the short term, the Company’s long term fixed
costs for renewable supply will likely be higher than the cost that suppliers will incur.
Consequently, the Company will be burdened with long term contracts that will have
locked in the significant above market value of renewable supply that existed when
those contracts were executed. Meanwhile, over time, suppliers will be able to simply

buy their requirements in the lower- priced, short term market of that time.

Under such a scenario, the cost to provide standard offer service will become
significantly higher than the cost of the service that alternate suppliers can offer.
Inevitably, customer load, particularly C&I load, will quickly migrate toward the lower

pricing offered by marketers.

How would this affect the standard offer procurement plan?

In the future, the Company’s above market commitments under the long term contracts

would continue to be recovered from its standard offer customers. Given the customer
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migration that will have occurred, those costs will have to be spread over an ever
dwindling number of kilowatt hours. This situation would be further exacerbated by the
growing under-recovery that will also result from the continuing customer migration
from standard offer. Meanwhile, suppliers will continue to meet their compliance
requirements in the lower-cost, short term market, which ultimately will lead to a more
rapid migration of customers from standard offer service, as the differential becomes

greater.

The foreseeable consequence of long term renewable contracting is a spiraling disparity
in pricing between standard offer service and service offered by suppliers. The
mounting under-recoveries will ultimately be borne, more and more, by the decreasing
number of standard offer customers, including the many residential and small

commercial customers who will remain on the standard offer.

Of course, if the costs of the long term contracts are spread uniformly to all customers
from the beginning, regardless of their supply arrangements, then this effect is avoided.
Moreover, to the extent that the long-term viability of renewable energy generation, if
successful, will benefit all Rhode Island customers, it is only reasonable that the costs

be spread over all those customers instead of being assigned to just one group. But the
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standard offer supply procurement provisions do not contemplate a program that
charges those costs to all customers who are purchasing their electricity from other

suppliers.

Does this conclude your testimony?

Yes, it does.
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Introduction
Please state your name and business address.
My name is Alan P. Smithling, and my business address is 300 Erie Boulevard West,

Syracuse, New York 13202.

Please state your position.

| am the Manager of Electric Supply for National Grid USA Service Company, Inc.
(“National Grid”). | manage the physical power procurement as well as the hedging
strategies and other energy supply related activities for National Grid’s operating
companies, including The Narragansett Electric Company d/b/a National Grid
(“Narragansett” or “Company”). For Narragansett, these activities include the
procurement of power for Standard Offer Service (“SOS”) and Last Resort Service

(“LRS”) as well as the procurement of renewable energy certificates (“RECs”).

Will you describe your educational background?
| graduated from the State University of New York College of Environmental Science &
Forestry in 1980 with a Bachelor of Science in Forest Engineering. | received a Masters

in Geotechnical Engineering from Syracuse University in 1982.

What is your professional background?
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In December 1982, | joined Niagara Mohawk Power Corporation as a Junior Engineer in
the Transmission and Stations Engineering Department. In September 1988, | accepted a
position as a Supply Planner in the Energy Supply Department performing economic
analyses for our Fossil & Hydro generation portfolio. In this position | became an expert
user of the production costing model PROMOD . PROMOD is an hourly simulation of
the generation, transmission, zonal loads, and market prices, similar to the New York ISO
operation. | was in the Supply Planning area for thirteen (13) years, performing market
price forecasts, economic analyses, planning studies and electric rate design. In 2002, |
became the Risk Manager for the gas and electric wholesale commodity purchases for all
National Grid distribution companies. My responsibility was to identify and monitor
areas within National Grid that exposed the Company to changes in the market price of
electricity, natural gas or other commaodities in accordance with the Corporate Risk
Management Policy. In February 2008, | accepted my current position of Manager

Electric Supply.

Have you previously testified before the Rhode Island Public Utilities Commission

(“Commission™)?

No.

Have you testified before any other state regulatory agencies?
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Yes. I’ve testified before the New York Public Service Commission regarding supply

procurement activities.

Purpose of Testimony

What is the purpose of your testimony?
The purpose of my testimony is to describe Narragansett’s Supply Procurement Plan (the
“Plan) for procuring its SOS requirements beginning January 1, 2010. The Plan is

attached as Schedule APS-1.

What is the basis for the Company’s submitting its proposed Supply Procurement Plan
for Commission approval?

Rhode Island General Laws 8839-1-27.3 and 39-1-27.8 require the Company to arrange
for a power supply for customers who are not otherwise receiving electric service from a
non-regulated power supplier. Pursuant to 839-1-27.8, from 2009 through 2018, the
Company must file an annual supply procurement plan with the Commission that
includes the procurement procedure, the pricing options being sought, and a proposed
term of service for which SOS will be acquired. All such components of the procurement

plan are subject to review and approval by the Commission.

When will Narragansett’s current SOS contracts expire?
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Narragansett has procured its SOS requirements through a number of long term contracts
which will expire as of December 31, 2009. A new supply must be procured by January

1, 2010.

How much customer load was served in 2008 under SOS and Last Resort Service?

The SOS and Last Resort Service load in 2008 is summarized in the following table:

Power

Total Load Purchase

(MWhs) Costs

Standard Offer Service 6,882,027 | $ 696,869,215

Last Resort Service 1384935 | $ 27,867,438
Competitive Supplier 1,115,193 n/a

Rhode Island Total 8,266,962 | $ 724,736,653

Proposed SOS Procurement Plan

Please summarize the proposed supply procurement plan for SOS.
The calendar year 2010 SOS will be procured through load following full requirements
service (“FRS”) contracts, which will be solicited through a Request for Proposal

(“RFP”) process.

The RFP will include requirements for contracts that will serve two distinct classes of
service: 1) Large Commercial & Industrial (“Large C&I”), consisting of customers

receiving service on General C&I Rate G-02, 200 kW Demand Rate G-32 and 3,000 kW
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Demand Rate G-62 and Backup Service Rates B-32 and B62 and 2) Residential and
small Commercial and Industrial (“Small Customer’) consisting of customers receiving
service on Basic Residential Rate A-16, Low Income Discount Rate A-60, Small C&l
Rate C-06, Limited Private Lighting Rate S-10 and General Streetlighting Rate S-14.

In addition, effective January 1, 2010, Last Resort Service (“LRS”) customers will be
transferred to SOS and LRS will no longer be available as a separately procured and
priced service. The availability provisions for SOS will be discussed in further detail in

the testimony of Ms. Lloyd.

In the LRS Acquisition Plan approved by the RIPUC in Docket No. 3605 by Order No.
19572 issued on February 13, 2009, the Commission, recognizing the possible filing of
an SOS plan that obviated the need for a separate LRS procurement, extended the final
LRS procurement period from six months to eight months, to coincide with the end of the
current SOS period. Consequently, the final LRS procurement period for both the C&lI

and Residential group now covers the time period May 2009 through December 31, 2009.

How is the Company proposing to procure SOS supply for Large C&I customers?

For Large C&I customers, the Company is proposing to procure supply through a single

three month FRS contract, procured on a quarterly basis.

How is the Company proposing to procure SOS supply for the Small Customer class?
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SOS supply for the Small Customer class will be procured through a combination of
laddered FRS contracts, varying from three months in duration to up to twenty-four
months. This laddering of contracts will help to limit price volatility to the Small
Customer class by dollar cost averaging contract prices from multiple time periods. The
combination of several FRS contracts will add up to 100% of the Small Customer load
for the 6 month fixed price period. Contract procurements will occur on a three or six
month schedule, as needed, and will be coincident with the procurement for Large C&I

supply contracts.

Why is the Company proposing to establish two distinct supply procurement classes?

In establishing the supply procurement classes, the Company first evaluated the existing
market options available to customers. Large C&I customers currently have access to
competitive supply alternatives. Approximately 13% of the Large C&I customer load in
Rhode Island is currently taking service from a competitive supplier. Similarly,
Massachusetts had only 24% of the Industrial customer load with a competitive supplier
at the end of their Standard Offer Service (February 2005), as compared to approximately
80% today. Small Customers, on the other hand, have fewer competitive alternatives
available; presently, only about 5% of the Massachusetts Residential customer load is

currently receiving service from competitive suppliers and only 1% in Rhode Island.

What were the Company’s goals in developing the Plan?
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A.

The Company’s goals in developing the Plan were to comply with the statutory

requirements for procuring SOS as follows:

1. to procure an uninterrupted commodity supply and provide transitional pricing for
existing SOS and LRS customers,

2. to provide a service that does not impede the development of the competitive
supply markets,

3. to provide a service for 2010 that could be easily implemented without complex
rate design changes for customers,

4. to provide Small Customers with price stability from month to month and in the
longer term, and

5. to provide a transitional period for the Company to fully design and implement a
more managed portfolio for the Small Customer group intended to provide a

greater level of price stability.

How will SOS be priced to customers?

The Large C&lI service will have a fixed price that varies monthly and is based on the
supply contract prices. The relatively short three-month procurement and pricing period
will establish rates that are market based, but provide more stability than other pricing
options such as real-time or hourly pricing. This pricing structure will communicate an

appropriate price signal to customers who have competitive supply options and allow
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them to evaluate their needs and options prior to obtaining service from a Competitive

Supplier.

For the Small Customer group, the rates will be fixed for a six-month period in order to
provide price stability similar to the previous SOS rates. The underlying contract prices
supporting the six-month period will gradually result in decreased price volatility as more
contracts with longer terms are laddered over time to create a portfolio of FRS contracts.
This methodology will reduce the likelihood of large changes in rates between the six-

month fixed prices periods.

The proposed Standard Offer tariff and pricing provisions are discussed further in Ms.

Lloyd’s testimony.

Does procuring power for more than one year involve more financial risk than procuring
power for shorter periods such as the six month or one year periods?

Yes. The added risk is primarily related to potential market rule changes. While the
Company believes its power purchase agreement clearly assigns to its suppliers all costs
and obligations associated with the commodity supply of SOS under all circumstances,
past experience with market rule changes has shown that each time market rules have
been changed, one or more parties to various agreements have used that opportunity to

seek to shift contractual obligations to the Company. The shorter the procurement
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period, the less likely there will be market rule changes and the less likely there will be
opportunities for a supplier to interpret the rule change in a manner that is inconsistent
with the Company’s expectations of the contractual obligations and the understanding of
the parties at the time of the execution of the agreements. The shorter procurement
period will also minimize other forms of risks, including statutory and regulatory

changes, that affect the provision of SOS.

What are the expected loads for these two SOS groups?

The Schedule APS-2 shows the historical wholesale SOS Loads and the forecasted loads
for both customer groups. The forecasted load for the Large C&I customer class is 3.4
million MWhs, while the forecasted load for the Small Customer class is 3.7 million

MWhs.

How does the Company’s proposed procurement process differ from the process
approved by the Commission initially in Docket No. 3605 for LRS?

The Company’s proposed SOS Plan for 2010 is nearly identical to the process previously
approved by the Commission for procuring LRS. The RFP process and FRS contract
structure will be identical. The only substantive change is the length and quantity of
contracts serving the two customer groups. The Company is proposing to acquire one
FRS supply contract for 100% of the Large C&I Customer load on a quarterly basis,

instead of the six month contracts presently procured for LRS. The Small Customer class
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will be supplied by a combination of multiple FRS contracts (totaling 100% of the load);
however, the contract lengths will vary. The minimum contract length will be three
months and the maximum duration will be twenty-four months, whereas the LRS

acquisition plan only requests pricing for one six-month period at a time.

How does the Company’s proposed procurement process differ from the process for
Massachusetts Basic Service?

The Company’s proposed process is the same as the process used to procure power for
Massachusetts Electric Company’s Large C&I customers. The Company’s process for
the Rhode Island Small Customer class is similar but has some differences from the
process used to procure supply for Massachusetts Electric Company’s Basic Service
customers. In Massachusetts, the Small Customer supply for a six-month period is based
upon a laddering of two FRS contracts. One contract for 50% of the load is acquired
eight months prior to the supply period, and the other contract for the remaining 50% of
the load is acquired two months prior to the supply period. The RFP contracts are signed
in March and September for the six month periods May through October and November

through April, respectively.

If the procurement process is similar to Massachusetts Basic Service, will the
Massachusetts and Rhode Island RFPs be issued simultaneously and the FRS contracts be

acquired together?
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No. The Company intends to issue separate RFPs and obtain separate contracts for

Rhode Island SOS and Massachusetts Basic Service.

When will the Company be prepared to propose and implement a more managed
portfolio for its Small Customer class?

The Company is currently evaluating the various options for developing a more managed
portfolio approach and will include its analysis and proposal to the Commission in the
March 2010 annual SOS filing. A fully managed portfolio requires time for development
and implementation. Additional hedging options are available that could be used in
conjunction with the load following contracts to provide the Small Customers with the
opportunity for lower costs and more long term price stability. The long term price

stability will require longer term hedges to be acquired over several years.

Procurement Process and Schedule

Please explain the procedure that the Company will utilize to procure SOS.

Similar to its recent LRS solicitations, the Company will take the following steps:
Issue a Request for Proposal (“RFP”) to all interested wholesale power suppliers
approximately 75 days prior to the start of the new service period.
Require that all suppliers have signed a Master Power Agreement (“MPA”); if a new
supplier or a supplier without an MPA wishes to submit bids, it must also submit the

marked up MPA template with the indicative bids.
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Receive initial responses to the RFP, which will include background information on
each Respondent and the indicative pricing.

Review the indicative bids with the Rhode Island Division of Public Utilities and
Carriers (“Division”).

Receive final, binding prices and evaluate final prices and security requirements
within the day.

Review final, binding prices with the Division.

Select a supplier(s) and execute a power supply confirm(s).

File the resulting SOS rates with the Commission.

File a summary of the procurement process including bids received, on a confidential
basis, with the Commission for its information. This will include a summary of the

basis for selecting any non-conforming bids.

Can you provide the Company’s template for the MPA to be used by all suppliers?
The MPA template is provided in the Plan (Schedule APS-1, Attachment 3). The
Company may accept changes to the MPA template if such changes proposed by

suppliers do not shift risk to the Company’s customers.

What form of RFP will the Company use?
A copy of the proposed RFP is provided in the Plan (Schedule APS-1, Attachment 2).

As shown in the sample RFP, the Company is proposing to reserve the right to make non-
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substantive changes to the form and requirements of the RFP to address any issues that
may arise during the solicitation process. In addition, the Company reserves the right to
make non-substantive changes to the form and requirements of the RFP to address any
issues that may arise or to incorporate best practices learned between the date of the
Company’s filing in this Docket and the date the RFP is issued; provided, however, that
the Company will inform the Commission and the Division in writing of such changes, if

any.

What is the Company’s proposed schedule for acquiring SOS?
A schedule of proposed RFP award dates for the acquisition of SOS for 2010 is provided

in the Plan (Schedule APS-1, Attachment 1).

If the FRS procurement process is similar to all other New England utilities, will there be
a problem acquiring power or contracts with Suppliers?

No. The Company believes the proposed timing of Rhode Island SOS RFPs does not
coincide with other major utility RFPs. Refer to Schedule APS-3 for the overview of

other utility bid blocks obtained through RFPs.

Would the Company be prepared to issue its first SOS RFP prior to November 2009 if

approval of this Plan is received prior to September 2009?
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Yes. Since the market prices of natural gas and other fuels are at relatively low levels,
the Company could potentially obtain favorable contract prices by issuing its first RFP
prior to November. The Company could be prepared to issue the first RFP within thirty
days of receiving the Commission’s order in this docket. An accelerated schedule to
obtain a minimum of two 50% load contracts for Small Customers starting in January
2010 would require RFP award dates as provided in Schedule APS-4. In addition, the
Company is prepared to engage in hedging activities, which would overlay the load

following contracts, as another means of reducing cost volatility.

Evaluation Criteria

Why is the Company proposing to receive initial, indicative bids as well as final, binding
bids?

Final bids are typically due at 10:00 am, but due to the volatility in wholesale market
prices, the final bids are only valid until 3:00 pm. The Company requests initial,
indicative bids at the time responses are received so that it can perform an initial ranking
of the bids and verify that bid pricing is in a form acceptable to the Company. The
Company then reviews the qualifications of each bidder and addresses any outstanding
commercial/contractual/security issues with bidders so that the Company is prepared to

promptly accept a final, binding price upon its receipt.
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How will the Company select the winning supplier(s)?

The Company will select a winning supplier or suppliers from those bidders that have
demonstrated that they are able to provide the service during the delivery period, have
acceptable financial strength or have provide required financial security, and have
executed a Master Power Agreement. Of this pool of bidders, the winning supplier or

suppliers will be the bidder(s) that result in the lowest overall cost for SOS.

Will the Company select a different supplier for the Residential service and the C&lI
service?

Supplier selection will depend entirely on bids received. The Company could be
procuring multiple blocks of power for Residential customers, each with a specific
percentage of load and specific time period. To the extent a supplier is the lowest
supplier for more than one block, the Company will award multiple blocks to a single
supplier. It is also possible that a supplier may be the lowest supplier for one block and
not another, but requires that it be awarded both blocks in order to provide service. In
such a case the Company may elect to award the combined service to this supplier if its

bid is expected to provide the lowest overall cost to the Company’s SOS customers.

Will the Division have the ability to provide input to the selection process?
Yes. During the bid evaluation process, the Company will provide the Division with a

summary of the initial bids and of the final bids. The Division will have an opportunity
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to provide comments, concerns, and other input to the Company upon its review of the
materials provided. The Company will be responsible for making the final decision as to

which bid and contractual terms will be accepted.

What information will be made available to the Commission?

After executing a power supply contract, the Company will make a confidential filing
with the Commission, for informational purposes, providing a summary of the initial and
final bids received as well as the final executed power supply contract. In addition, if
applicable, the Company will also provide an explanation for any Company decision to

accept deviations from the terms set forth in this Procurement Plan

When will SOS retail price changes occur?

For Large C&I customers monthly prices will be established for each quarter and filed
along with the results of the RFP, with new rates effective each January 1, April 1, July
1, and October 1. For Small Customers, SOS rates will initially be effective for a three
month period, January through March 2010. Thereafter, new rates will be established as
part of the February and August procurements and fixed for six months, effective each
April 1 and October 1. The Company will file the SOS rates with the Commission at

least 30 days prior to the effective dates.
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VI.

Risk Management Activities

How will National Grid ensure its suppliers perform as agreed to in the executed
contracts?

National Grid will require all suppliers to provide some form of security when entering
into a Confirmation. Such security requirement will be based on the expected volume of
load for the bid block. If a supplier fails to perform as required in the executed
agreement, National Grid would be able to utilize the posted security to purchase
replacement power (FRS contract) without incurring any additional costs for its
customers. Such security would be provided by a seller in the following forms:

e Unsecured line of credit for a rated counterparty

e Parental Guaranty

e Letter of Credit

e Cash deposit with National Grid

e Other form of security mutually agreed to by National Grid and seller
The terms of such security requirement are similar to the security requirement National

Grid has included in all of its commodity procurements for Last Resort Service. The

security terms are contained in Article 7 of the Master Purchase Agreement.

How will National Grid incorporate lessons learned in future procurements?
As part of the required filing of the annual SOS Procurement Plan, National Grid will
propose changes to the Procurement Plan resulting from lessons learned during the prior

compliance year.
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VII.

Q.

A.

Conclusion

Does this conclude your testimony?

Yes. It does.



Schedules of
Alan P. Smithling
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National Grid !

Rhode Island Standard Offer Service Procurement Plan (the “Plan™)
Effective January 1, 2010

I. Objectives
A. The Company’s goals in developing the Plan are to comply with the statutory
requirements for procuring Standard Offer Service (“SOS”) as follows:
1. To procure an uninterrupted commodity supply and provide
transitional pricing for existing SOS and Last Resort Service
(“LRS™) customers;
2. To provide a service that does not impede the development of the
competitive supply markets;
3. To provide a service for 2010 that could be easily implemented
without complex rate design changes for customers;
4. To provide small customers, i.e. Residential and small
Commercial & Industrial customers, with price stability from
month to month and in the longer term, and;
5. To provide a transitional period for the Company to fully design
and implement a more managed portfolio for the small customer
group intended to provide a greater level of price stability.

I1. Structure of the Standard Offer Service Procurement Plan
A. This Plan will become effective January 1, 2010. The Company will file on each
March 1% a subsequent Plan for the following calendar year.

B. Customer Classes - Two distinct classes of service:
1. Large Commercial & Industrial class (“Large C&I”), consisting of
customers receiving service on General C&I Rate G-02, 200 kW Demand
Rate G-32, 3,000 kW Demand Rate G-62, Backup Service Rates B-32 and
B62, and Electric Propulsion Rate X-01; and

2. Residential and small Commercial & Industrial class (*“Small Customer™)
consisting of customers receiving service on Basic Residential Rate A-16,
Low Income Discount Rate A-60, Small C&I Rate C-06, Limited Private
Lighting Rate S-10 and General Streetlighting Rate S-14.

! The Narragansett Electric Company d/b/a National Grid (“National Grid” or “Company™)
2 Effective January 1, 2010, Last Resort Service (“LRS”) customers will be transferred to SOS, and LRS will no longer be
available as a separately procured and priced service
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C. Method of Procurement - The calendar year 2010 SOS will be procured through
load following full requirements service (“FRS”) contracts, which will be
solicited through a Request for Proposal (“RFP’") process. The RFPs will include
requirements for contracts that will serve the two customer classes.

1.

2.

Large C&I customers - supply will be procured through a single three
month FRS contract on a quarterly basis.

Small Customer class - supply will be procured through a combination of
laddered FRS contracts, varying from three months in duration to up to
twenty-four months. Contract procurements will occur on a three or six
month schedule, as needed, and will be coincident with the procurement
for Large C&lI supply contracts.

The timing of the RFPs will follow a predetermined schedule to obtain the
2010 SOS supply for both classes. The proposed RFP schedule is
contained in Attachment 1. Based upon the proposed six month price
periods for Small Customers and the time necessary to ladder the FRS
contracts, Attachment 1 also illustrates the RFPs which will acquire 2011
contracts during 2010. The Commission’s approval of the 2011 SOS
supply will occur as part of the March 2010 annual filing.

D. Procedure that National Grid will utilize to procure SOS:

1.

© oo~

Issue a Request for Proposal (“RFP”) to all interested wholesale power
suppliers approximately 75 days prior to the start of the new service
period. The proposed RFP is in Attachment 2.

Require that all suppliers have signed a Master Power Agreement
(“MPA?”); if a new supplier, or a supplier without an MPA wishes to
submit bids, they must also submit the marked up MPA template with the
indicative bids. The proposed MPA is in Attachment 3.

Receive initial responses to the RFP, which will include background
information on each Respondent and the indicative pricing.

Review the indicative bids with the Division of Public Utilities and
Carriers (“Division”).

Receive final, binding prices; evaluate final prices and security
requirements within the day.

Review final, binding prices with the Division.

Select a supplier(s) and execute a power supply confirm(s).

File the resulting SOS rates with the Commission.

File a summary of the bids received, on a confidential basis, with the
Commission for its information. This will include a summary of the basis
for selecting any non-conforming bids, if any.
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I11. SOS Pricing to Customers
A. SOS pricing will be in accordance with R.I1.P.U.C. No. 2012 and will be calculated
as follows:
e The Large C&l service rates will be a fixed price that varies monthly
and is based on the actual monthly supply contract prices.
e The Small Customer service rates will be a fixed price that
represents a weighted average of the actual monthly supply
contract prices over the period.

IV. Reporting Requirements
A. Quarterly reports — The Company will provide quarterly reports showing the
results of the requests for proposals and the retail rates for each class.

V. Cost Recovery
A. Pursuant to Standard Offer Adjustment Provision, R.1.P.U.C. No. 2002, the
Company will file its annual reconciliation in November of each year for costs
incurred during the prior October through September period. The Company will
include separate reconciliations for large C&I customers and residential and small
C&l customers.

V1. Attachment List

Attachment 1. Proposed Procurement Plan & Schedule
Attachment 2: Proposed Request for Proposals
Attachment 3: Proposed Master Power Supply Agreement
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Proposed Procurement Plan and Schedule
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Request for Power Supply Proposals

nationalgrid Month XX, 2009

Page 1

REQUEST FOR
POWER SUPPLY PROPOSALS

1. Overview
1.1 Background

Legislation in Rhode Island® provide for competition in the electric utility industry by
extending competition in the wholesale power supply markets to retail customers through
the provision of retail access to all customers.

The URA provides access to the competitive retail electricity market for all retail
customers of National Grid’s distribution company in Rhode Island (The Narragansett
Electric Company, including the former Blackstone Valley Electric Company and
Newport Electric Corporation) as of January 1, 1998. In 2006 the Rhode Island
legislature extended Standard Offer Service from the original termination date of
December 31, 2009 until December 31, 2020. The Act requires National Grid to provide
standard offer service (*Standard Offer Service”) to those customers who are not
receiving generation service from a non-regulated power producer.

1.2 Standard Offer Service

Beginning on the retail access date, National Grid’s retail customers in Rhode Island have
received generation service from either their choice of competitive suppliers or from
National Grid through Standard Offer Service or Last Resort Service. Beginning on
January 1, 2010, all National Grid customers not taking service from a competitive
supplier will begin offered Standard Offer Service.

National Grid will procure the Large Commercial and Industrial customer group (“Large
C&I”) Standard Offer Service on a 100% basis each quarter. The three month supply
service periods will be set on the following basis: January — March, April - June, July —
September and October - December. This RFP is for January 1 through March 31 2010.

The Residential and Small Commercial customer group (“Small Customer”) Standard
Offer Service will begin with a procurement of 100% of their supply for January 1
through March 31 2010.

In addition, this RFP will procure 50% of the next six-month period (April 1 through
September 30 2010), plus 25% of the following six-month period (October 1 through
March 31 2011).

National Grid is hereby seeking proposals from qualified power suppliers to supply firm,
load-following power to meet these Standard Offer Service requirements.

! The Rhode Island Utility Restructuring Act of 1996 ( “URA” and Rhode Island General Law 39-1-27.3,
as amended in June 2002 and The Comprehensive Energy Conservation, Efficiency and Affordability Act of 2006

(“The Act”) and Rhode Island General Law 39-1-27.3, as amended in 2006.
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1.3 Rhode Island Customer Groups

For the purposes of this solicitation, the Rhode Island customer groups are defined as:

Customer Group Rate Class
Small Customer | A-16, A-60, C-06, S-10, S-14
Large C&I G-02, B-32, B-62, G-32, G-62, X-01
2. Description of Services

2.1  Description

Appendix A contains an overview of the services covered by this Request for Proposal
(“RFP”). The Appendix provides:

e A brief description of Standard Offer Service;
e The eligibility requirements for a customer to obtain or leave Standard
Offer Service;

2.2  Expected Loads

National Grid is unable to predict the amount of load that will be required to meet the
needs of each customer group, if any. National Grid’s customers are free to leave
Standard Offer Service at any time to take service from competitive suppliers. The
ability of customers to enroll or return to Standard Offer Service is described in Appendix
A.

To assist Respondents in determining the potential load requirements, National Grid is
able to provide the following information on its Power Procurement Web Site:

e Aggregate historical wholesale hourly load data for Standard Offer Service.

e Aggregate historical wholesale hourly loads for Standard Offer Service by
customer group (since November 1, 2008);

o Class average load shapes at the retail meter point;

¢ Historical customer counts, as of the last billing day in each month, by each
National Grid company, SMD Load Zone (since March 1, 2003) and rate class.
These counts represent the number of active accounts in each rate class as of the
last billing day in each month;

o Historical customer counts for customers taking service from a competitive
supplier, as of the last billing day in each month, by rate class.

o ICAP tags as of the last day of the month for each load asset.
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Please use the following link to access the site:
http://www.nationalgridus.com/energysupply/
Click on “Data” at the upper right of the screen to access Load data, Customer Count
data, Class Average Load Shapes and ICAP Tags. This site is open to anyone with the
above link. No user id or password is required to access the data on the site.
2.3 Load Blocks
National Grid’s total Standard Offer Service requirements covered by this RFP are
broken down into the following four load blocks:
SMD
Load Load . .
Block Customer Group ;gig Share Type of Service Period
A Large C&I RI 100% Standard Offer Service | 01/01/10 — 03/31/10
B Small Customer RI 100% Standard Offer Service 01/01/10 — 3/31/10
C Small Customer RI 50% Standard Offer Service 04/01/10 — 9/30/10
D Small Customer RI 25% Standard Offer Service 10/01/10 — 3/31/11

A Respondent may bid on any number of load blocks that it wishes to serve. A
Respondent wishing to serve the entire load for a particular customer group should
submit a bid for each load block of that customer group. Respondents may not limit the
amount of service that may be purchased for a given load block. Proposals that contain
limits on the amount of service provided will be rejected?.

The amount of load for each load block to be supplied by the winning Supplier(s) will be
determined in accordance with the procedure contained in Article 6 of the applicable
proposed Master Power Agreement, a copy of which is provided in Appendix B.

2.4 Rhode Island Retail Customer Rates

During the term of service covered by this RFP, National Grid intends to establish retail
rates for generation service for Standard Offer Service customers in Rhode Island. The
Standard Offer Service rates will reflect National Grid’s purchase costs for such service
due to commitments made as a result of this RFP.

2 For example, a Respondent offering to supply Block A load must agree to supply 100% of the needs of
that load block during every month of the Period. The Respondent may not offer to serve Block A provided that the
amount of service purchased does not exceed [specified value] MW in any hour.
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General Provisions

3.1 Terms and Conditions

The winning Supplier(s) will be selected to provide Standard Offer Service to the
applicable customer groups/load blocks during the term covered by this RFP. Up to four
separate Suppliers may be selected (one for each load block). Standard Offer Service
will be provided by such Supplier(s) to National Grid in accordance with the terms and
conditions of the Power Supply Agreement. A copy of the proposed Master Power
Supply Agreement for Rhode Island is provided in Appendix B. The winning Supplier(s)
will be required to execute the applicable Master Power Supply Agreement(s) and
confirmations within three (3) business days of being notified that it has been selected as
the winning Supplier.

Any suggested modifications to the proposed Agreement(s) are to be included with
Respondent’s response to this RFP.

3.2 Proposal Process and Submission Dates

The following table outlines the key dates associated with this procurement process.

Process Step Date

Issue Request for Proposal Month XX, 2009 (75 days prior to service)

Submit Respondent Proposal Information Month XX, 2009- 5pm EPT (60 days prior

and Proposed Agreement Modifications to service)

Submit Indicative Pricing Month XX, 2009- 10am EPT (50 days prior
to service)

Submit Final Pricing Month XX, 2009- 10am EPT (45 days prior
to service)

Execute Agreements and Submit solicitation | No later than three business days after

process summary, Agreements and retail receipt of all executed agreements.

rates to RIPUC

RIPUC Reviews and Approves both No later than five business days after filing

procurement and Standard Offer Service of Standard Offer Service Rates

Rates

Service Begins January 1, 2010

One (1) copy of a Respondent’s Proposal Information and proposed agreement
modifications must be received at the following address:

Mr. John D. Warshaw

Electric Supply & Distributed Generation
National Grid

25 Research Drive

Westborough, MA 01582
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(508) 389-3526
(508) 389-4485 (fax)
e-mail: john.warshaw@us.ngrid.com

Proposal information may be submitted by facsimile or e-mail.

National Grid is conducting the procurement process in three steps. The first step is for
Respondents to provide National Grid with their background information, financial
information, and proposed agreement modifications by 5:00 p.m. EPT on Month XX,
2009. Upon receipt, National Grid will evaluate each Respondent’s qualifications and
proposed agreement modifications.

The second step in this process is for Respondents to provide indicative pricing
information by 10:00 a.m. EPT on Month XX, 2009 at the above address. National Grid
will evaluate the indicative pricing and request, if required, clarifications from
Respondents.

The third step is for Respondents to provide final pricing information by 10:00 a.m. EPT
on Month XX, 2009 at the above address. National Grid requests final pricing be valid
until 3:00 p.m. National Grid intends to evaluate the final pricing and select a Supplier(s)
that day. Respondents are requested to specify the manner in which they will accept a
binding acceptance of their offer by National Grid prior to receipt of an executed
agreement (verbal, letter of intent, e-mail or executed agreement) or they will be deemed
to be bound by National Grid’s acceptance communicated in any of the preceding
manners.

Within three business days of receipt of all executed agreements, National Grid will file
with the RIPUCPUC a confidential summary of the solicitation process, the executed
agreement(s) and proposed Standard Offer Service Rates.

National Grid, at its sole discretion, reserves the right to issue additional instructions or
requests for additional information, to extend the due date, to modify any provision in
this RFP or any appendix thereto and to withdraw this RFP.

Contact Person/Questions

All questions regarding this Request for Proposal should be directed to John D. Warshaw
at the address provided above.

Right to Select Supplier

National Grid shall have the exclusive right to select or reject any and/or all of the
proposals submitted at any time, for any reason.
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Service Features
Commencement Date of Supply

Service from the winning Supplier(s) to National Grid shall begin as of HE 0100 EPT on
the date specified in the table found in Section 2.3 — Load Blocks.

Service from National Grid to individual customers who are taking Standard Offer
Service in each customer group as of the Commencement Date, if any, will continue with
the winning Supplier(s) providing such service to National Grid as of the Commencement
Date.

Service from National Grid to individual customers taking Standard Offer Service as of
the Commencement Date shall begin on the customer’s meter reading date following
notification/determination that a customer will be commencing Standard Offer Service or
such other date designated by National Grid consistent with National Grid’s Tariff for
Off Cycle Meter Read for Switch of Supplier R.I.P.U.C. No. 1193 in Rhode Island.

National Grid’s procedures provide for customers to be switched from one service option
to another (e.g., from Standard Offer Service to a competitive supplier, from one
competitive supplier to another competitive supplier, from a competitive supplier to
Standard Offer Service) on their normal cycle meter reading dates. However, there may
be circumstances (e.g., default of a competitive supplier) that might require a customer to
be switched to Standard Offer Service “off-cycle”. In such case, the customer will be
switched to Standard Offer Service on a date designated by National Grid consistent with
National Grid’s Tariff for Off Cycle Meter Read for Switch of Supplier R.I1.P.U.C. No.
1193 in Rhode Island.

Termination Date of Supply

Service from the winning Supplier(s) to National Grid shall terminate at HE 2400 EPT on
the dates specified in the table found in Section 2.3 — Load Blocks.

Individual customers taking Standard Offer Service from National Grid may terminate
the service at any time. Terminations may include, but not be limited to, (i) a customer’s
taking competitive service from a competitive supplier, (ii) disconnection of service by
National Grid in accordance with regulations and procedures approved by the RIPUC, or
(iii) closing of a customer’s account. National Grid’s procedures provide for customers
electing to terminate such service to be switched to their successor service on their
normal cycle meter reading date following the date that National Grid receives
notification of such switch. However, there may be circumstances which might require a
customer to be terminated “off-cycle”. In such a case, the customer will be terminated
from Standard Offer Service on a date to be determined by National Grid.

Page 7 of 22
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4.3 Delivery Points

The Supplier(s) of Standard Offer Service will be responsible for delivering power to the
nodes/zones representing the actual locations of the Standard Offer Service loads. The

Supplier(s) of each of the services will be responsible for any PTF losses allocated by the
ISO related to the services. The locations of the Standard Offer Service load assets are as

follows:
SMD
Load Load Load
Company | Zone Asset Load Asset Name Block
NECo RI TBD | NECO LARGE C&I CUSTOMER LOAD A
NECO SMALL CUSTOMER
NECo RI TBD CUSTOMER LOAD B,C,D

4.4 Form of Service

The Supplier(s) of each Load Block shall be responsible for meeting the specified service
requirements for all of National Grid’s customers in a specific Load Block. These service
requirements include the generation and/or market procurement and delivery to the
delivery point(s) of the portion of the electric capacity, energy and ancillary services
required to meet the needs of National Grid’s ultimate customers taking such service.
National Grid will implement the transfer of these responsibilities to the Supplier(s) by
updating the asset registration for each of the above Load Assets. National Grid will
assign to the Supplier(s) the applicable Ownership Share for each Load Asset. Once a
Supplier’s obligation terminates, National Grid will terminate the Supplier’s Ownership
Share of a Load Asset.

The Supplier(s) shall be responsible for all obligations, requirements, and costs
associated with the Supplier(s) having the Load Asset Ownership Share which shall
include but not be limited to the day-ahead load obligations and real-time load
obligations at the nodes/zones of each Load Asset. A more complete description of a
Supplier(s)’s responsibilities can be found in the proposed Master Power Supply
Agreements in Appendix B of this RFP.

The Supplier(s) shall be responsible for all decisions and data submissions associated
with any bids into the market system to manage these obligations. The Supplier(s) shall
be responsible for all components of any Locational Marginal Prices the Supplier must
pay in delivery of the services. These components include, but are not limited to, the
day-ahead and real-time energy, marginal losses, and congestion charges. As the supplier
of such services, the Supplier(s) will be responsible for all present or future requirements
and associated costs (to the extent such charges are not imposed on National Grid as a
transmission charge by NEPOOL or the ISO) associated with the services and any other
requirements, market products, expenses or charges imposed by NEPOOL or the 1SO, as
they may be in effect from time to time.



NARRAGANSETT ELECTRIC COMPANY
d/b/a NATIONAL GRID

R.I.P.U.C. DOCKET NO.

SCHEDULE APS-1 - ATTACHMENT 2
Page 9 of 22

Request for Power Supply Proposals

nationalgrid Februay 13,2009

The Supplier(s) will also be responsible for all transmission and distribution losses
associated with delivery of the electricity from the delivery point to the Standard Offer
Service customer’s meter. A description of the estimation process for determining
supplier hourly load can be found in Appendix A of the proposed Master Power Supply
Agreements, found in Appendix B of this RFP.

National Grid will make arrangements with the ISO for transmission service over the
PTF and non-PTF, from and after the Delivery Point to the Customers’ meters. National
Grid will be billed by the 1SO and the applicable Participating Transmission Owner(s) for
these services. National Grid will pay these bills and collect the costs, along with
National Grid’s distribution costs, from its retail customers through its retail delivery
service tariffs. Any other transmission or distribution costs will be the Supplier(s)’
responsibility.

4.5 Implementation of the Rhode Island Renewable Energy Standards (“RES”)

The RIPUC established rules and procedures implementing a renewable energy standard
for all retail electricity suppliers selling electricity to end-use consumers in the State of
Rhode Island to meet the Renewable Energy Standards passed by the state legislature in
2004%. These requirements require National Grid to demonstrate that at least four and
one half percent (4.5%) of expected sales in 2010 are supplied from renewable energy
generation sources of which up to two percent (2.0%) may come from existing renewable
energy generation sources and the remaining percentage may come from new renewable
energy generation sources. The RIPUC has issued final regulations to meet these
requirements.

These rules and regulations can be found at:
http://mwww.ripuc.state.ri.us/utilityinfo/res.html

National Grid requests Respondents to separately bid the cost of RES compliance
equivalent to 4.5% of sales in 2010, of which no more than 2% of sales can be served
from existing renewable resources. National Grid will have the option to select bids that
include or exclude the RES component.

If National Grid accepts bids with the RES components, National Grid will require the
winning Supplier(s) to utilize the NEPOOL Generation Information System (“NEPOOL
GI1S”) to provide NEPOOL GIS Certificates that comply with the requirements of the
RES regulations. Respondents may propose alternate methods for demonstrating
compliance. In each monthly invoice for a service that includes the RES component,
National Grid will take a credit equal to the product of the RES obligation and the
Alternative Compliance Payment. Once a Supplier delivers the required number of
NEPOOL GIS Certificates, the credit will be returned to the Supplier.

® Title 39 Public Utilities and Carriers Chapter 39-26 RES.
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Proposal Requirements
Format of Proposal

The information required by National Grid to evaluate each proposal is identified in
Appendix C. Respondents may simply complete the forms provided in Appendix C in
any legible fashion and return them to John D. Warshaw as provided in Section 3.2. In
addition, proposals should contain explanatory, descriptive and/or supporting materials as
necessary.

Proposed Pricing

Respondents must specify the price at which they will provide Standard Offer Service for
each Load Block on which they are bidding to serve. Purchases will be made on an “as-
delivered” energy basis with prices stated on a fixed $/MWh basis. Such prices may vary
by calendar month and by customer group, but must be uniform for the entire calendar
month and cover the entire term of this Request for Proposals.

Prices which contain demand components, minimum purchase requirements or which
vary by time-of-use within a calendar month will be rejected. Prices which exclude one
or more market costs (e.g. Installed Capability, uplift costs, etc.) may, at National Grid’s
discretion, be rejected.

National Grid intends to pay a Supplier(s) based on the billing determinants as defined in
the proposed Power Supply Agreement. These billing determinants are the loads as
reported to the 1SO, which include transmission and distribution losses, and exclude any
PTF losses allocated to the Supplier by the ISO during the settlement.

National Grid is seeking the following pricing:

e All-Inclusive Bids: For each Load Block (A through D), a price which includes
all costs. Should National Grid select this option, (1) suppliers would be
responsible for all costs including capacity market charges and (2) Suppliers would
not be responsible for supplying the RES component.

e RI-RES Compliance: Price, on a separate $ per MWh basis for 2010 and 2011,
the Supplier to provide both the new and existing RES component for Load Blocks
A through D. Should National Grid select this option, the RES Compliance Bid
prices would be added to the All-Inclusive Bid price and the Supplier would
provide the applicable quantity of NEPOOL GIS Certificates (see Section 4.5).

Terms and Conditions

Service will be provided pursuant to the terms of the proposed Master Power Agreements
provided in Appendix B. Should a Respondent request National Grid to consider any
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changes to the proposed terms, such request must be presented to National Grid with its
Proposal Information by Month XX, 2009.

New England Market Participation

Each Respondent must indicate whether it has an executed and accepted Market
Participant Service Agreement with ISO New England or if it plans to execute an
agreement and, if so, at what point it is in the application process and the time frame for
completing the process. Respondents must also provide evidence of agreements with a
Market Participant if Respondent will have another Market Participant be responsible for
its market settlement obligations.

Competitive Supplier Registration

The service provided by the Supplier(s) of Standard Offer Service to National Grid is a
wholesale transaction between the Supplier(s) and National Grid; therefore, the
Supplier(s) do not have to be licensed or registered suppliers with any state regulatory
commission.

Regulatory Approvals

The Supplier(s) of the services covered by this Request for Proposal must obtain and
maintain all necessary regulatory approvals required to enable it to provide the applicable
service; such approvals must be obtained prior to January 1, 2010.

Retail Customer Relationships
Customer Billing

All customers taking Standard Offer Service covered by this RFP will be retail customers
of National Grid. As the retail provider of such service, National Grid will bill customers
for the Standard Offer Service provided.

Notification of Enrollments and Terminations

National Grid will provide electronic notification to the Supplier(s) of Standard Offer
Service customer enrollments and terminations within a customer group. Enrollment
information will include account number, rate class and commencement date of service.
Termination information will include account number, rate class and termination date of
service. Such notifications shall only be provided when a Supplier establishes a
Windows or Unix file server with capability of sending and receiving File Transfer
Protocol (“FTP”), files with Pretty Good Privacy (“PGP”), Encryption/Decryption, and
(i) verifies its ability to transfer files to and receive files from National Grid at least
fourteen (14) days prior to the day on which a Supplier desires to commence electronic
receipt.
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Customer Service

National Grid, as the retail provider of Standard Offer Service, will provide customer
service to all customers receiving Standard Offer Service.

Load Response Program

National Grid fully supports load response programs and has successfully developed and
implemented many programs over the years. Respondents are encouraged to include load
response programs for various customer groups as part of their proposals. National Grid
will work with winning Supplier(s) to implement the proposed load response program
during the term of service.

Selection Process
The principal criteria to be used in evaluating proposals will include:

e Lowest evaluated bid price by Load Block;

¢ Respondent’s ability to meet the credit requirements established in the proposed
Master Power Supply Agreements provided in Appendix B;

e Firmness of delivery;

e The supplier’s past experience in providing similar services to National Grid;

e The supplier’s past experience in providing similar services to other companies in
New England;

e The supplier’s past experience in providing similar services to other companies in
other regions;

e The supplier’s demonstrated understanding of its obligations under the proposed
Power Supply Agreement; and

e Whether there have been any past or are any present events that are known that
may adversely affect the supplier’s ability to provide the requirements to National
Grid’s Standard Offer Service customers.

Credit Requirements

In order to protect National Grid’s Standard Offer Service customers from the risk of
Supplier(s) default, a winning Supplier(s) must be able to demonstrate it has the financial
resources to perform during the term of the agreement. Respondents that are rated by a
major credit rating agency must provide the ratings assigned by such agencies.
Respondents that are not rated by a major credit rating agency must provide the following
information to enable National Grid to evaluate a Respondent’s financial strength:

e Respondent’s organizational history
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e Date of establishment

o Initial (if founded within the last ten years) and current capitalization

o Certified financial statements, including balance sheets and statements of
income and cash flow with respect to the two previous fiscal years and the
most recent interim period

e Forms 10-K and 10-Q, submitted to the United States Securities and
Exchange Commission for the two previous fiscal years, if applicable;

e Short-term and long-term debt ratings from Moody’s Investor Service or
Standard & Poor’s Corporation

o Corporate affiliates or joint venture partners including any details
regarding financial limitations between partners or affiliates.

If a Respondent has provided this information to National Grid or an affiliate in a
response to a previous RFP, then the Respondent needs only to identify the date and to
whom the information was submitted and update the previously provided information.

National Grid agrees that it will treat the information it receives from Respondents in a
confidential manner and will not, except as required by law or regulatory authority,
disclose such information to any third party or use such information for any purpose other
than in connection with this RFP.

Page 13 of 22
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The Narragansett Electric Company

Standard Offer Service

Requirements

Description Electric Service provided to retail customers who are not taking service
from a competitive supplier.
Eligibility Service to customers can be initiated by:

a) A customer notifying National Grid that it wishes to terminate service
from its competitive supplier and commence Standard Offer Service.

b) A competitive supplier notifying National Grid that it is terminating
service to a customer.

c) A competitive supplier ceasing to provide service to a customer without
notifying National Grid.

d) A customer moves into National Grid’s service territory and does not
affirmatively choose a competitive supplier.

Aggregate
Number of
Customers
Taking Service
and Historical
Load Profiles

Note: Historic customer count data and historical hourly load profiles are
available at National Grid’s procurement web site:

http://www.nationalgridus.com/energysupply/

Rabruay. bOHCRET No.
SCHEDULE APSPPeAATKAAHMENT 2
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APPENDIX B

PROPOSED MASTER POWER SUPPLY AGREEMENT

Refer to the Testimony of Alan P. Smithling, Schedule APS-1, Attachment 3, for the proposed
Master Power Supply Agreement template.
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1. General Information

Name of Respondent

Principal contact person

< Name

< Title

< Company

< Mailing address

< Telephone number (office)
< Telephone number (cell)
< Fax number

< E-mail address

Secondary contact person (if any)
< Name

< Title

< Company

< Mailing address

< Telephone number (office)

< Telephone number (cell)

< Fax number

< E-mail address

Legal form of business organization of
Respondent (e.g., sole proprietorship,
partnership, limited partnership, joint
venture, or corporation)

State(s) of incorporation, residency and
organization

Indicate whether Respondent is in good
standing in all states in which Respondent is
authorized to do business and, if not, which
states and the reason it is not.

If Respondent is a partnership, the names of
all general and limited partners.

If Respondent is a limited liability company,
the names of all direct owners.

Description of Respondent and all affiliated
entities and joint ventures transacting
business in the energy sector

nationalgrid

Request for Power Supply Proposals
Month XX, 2009
Appendix C
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2. Financial Information
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Current debt rating for Respondent (include
ratings and names of rating agencies).

Date Respondent’s last fiscal year ended.

Total revenue for Respondent for the most
recent fiscal year.

Total net income for Respondent for the most
recent fiscal year.

Total assets for Respondent as of the close of
the previous fiscal year.

Copy of the Respondent’s most recent
balance sheet, income statement and cash
flow statement.

Copy of the Respondent’s most recent audited
balance sheet, income statement and cash
flow statement.

3. Defaults and Adverse Situations

Describe, in detail, any situation in which
Respondent (either individually or as part of a
consortium, joint venture or other group), or
an affiliate of Respondent, defaulted or was
deemed to be in noncompliance of its
contractual obligations to transact business in
the energy sector within the past five years
including, without limitation, to purchase or
deliver energy, capacity or other market
products at retail or wholesale, or for the
purchase or sale of electricity or natural gas,
and including any financing agreements or
financing provisions of any agreement.

Explain the situation, its outcome and all
other relevant facts associated with the event.

If there was litigation, provide the case
caption, index number and court.

Identify the name, title and telephone number
of the principal manager of the
customer/client who asserted the event of
default or noncompliance.

nationalgrid

Request for Power Supply Proposals

Month XX, 2009
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Has Respondent, or any affiliate of
Respondent, in the last five years, (a)
consented to the appointment of, or was taken
in possession by, a receiver, trustee, custodian
or liquidator of a substantial part of its assets,
(b) filed a bankruptcy petition in any
bankruptcy court proceeding, (c) answered,
consented or sought relief under any
bankruptcy or similar law or failed to obtain a
dismissal of an involuntary petition, (d)
admitted in writing of its inability to pay its
debts when due, (e) made a general
assignment for the benefit of creditors, (f) was
the subject of an involuntary proceeding
seeking to adjudicate that Party bankrupt or
insolvent, (g) sought reorganization,
arrangement, adjustment, or composition of it
or its debt under any law relating to
bankruptcy, insolvency or reorganization or
relief of debtors.

Describe any facts presently known to
Respondent that might adversely affect its
ability to provide the service(s) bid herein as
provided for in the RFP

4. NEPOOL AND POWER SUPPLY EXPERIENCE

Is Respondent a member of NEPOOL?

Does Respondent have an executed and
accepted Market Participant Service
Agreement with ISO New England?

Name of Market Participant if Respondent
will have another Market Participant be
responsible for its market settlement

obligations .

Describe Respondent’s experience and record
of performance in the areas of power
marketing, brokering, sales, and/or
contracting, for the last five years within
NEPOOL and/or the New England region.

Provide three references (name, title and
contact information) who have contracted
with the Respondent for similar load
following services within the last 2 years.

nationalgrid

Request for Power Supply Proposals
Month XX, 2009
Appendix C

SCHEDULE APS-1 - ATTACHMENT 2
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5. CONFLICTS OF INTEREST

Page 21 of 22

Briefly describe any known conflicts of
interest between bidder or an affiliate of
bidder and Buyer, National Grid USA or any
affiliates of the foregoing.

Enumerate any litigation, claims or
complaints asserted by bidder or an affiliate
of bidder, against Buyer, National Grid or an
affiliate of any of the foregoing.

Enumerate any litigation, claims or
complaints asserted against bidder or an
affiliate of bidder by Buyer, National Grid or
an affiliate of any of the foregoing.

6. SCOPE OF BID AND TERMS OF SALE

Will Respondent execute a contract
substantially similar to the proposed Master
Power Agreements contained in Appendices
B, C and D?

Explain any proposed modifications.

List all regulatory approvals required before
service can commence.

nationalgrid

Request for Power Supply Proposals

Month XX, 2009
Appendix C
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7. Proposed Pricing

(Respondent required to submit bidding spreadsheet included on procurement web site)

Standard Offer Service
Bid SMD Customer Period Monthly Pricing - $/MWh (all inclusive - without RES Component)
Block [ Zone Group From To Jan’10 | Feb’10 | Mar’10
A RI Large C&l 01-Jan-10 | 31-Mar-10

B RI Small 01-Jan-10 30-June-10
Customer

Bid SMD Customer Period Monthly Pricing - $/MWh (all inclusive - without RES Component)
Block| Zone Group From To Apr’l0 | May’10 | Jun’10 | Jul’l0 | Aug’l0 | Sep’10
c RI Small 01-Apr-10 30-Sep-10
Customer
Block| Zone Group From To Oct’10 Nov’10 | Dec’l0 | Jan’ll [ Feb’ll [ Mar’1l
D RI Small 01-Oct-10 31-Mar-11
Customer
RI RES Compliance Adder 2010 $/MWh
RI RES Compliance Adder 2011 $/MWh

Request for Power Supply Proposals
' . Month XX, 2009
natlonalgrld Appendix C
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NARRAGANSETT ELECTRIC COMPANY
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STANDARD OFFER SUPPLY PROCURMENT PLAN FILING
WITNESS: ALAN P. SMITHLING

Schedule APS-1
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RHODE ISLAND MASTER POWER AGREEMENT

This MASTER POWER AGREEMENT (“Master Power Agreement”) is dated as of
[date] and is by and between THE NARRAGANSETT ELECTRIC COMPANY, a Rhode
Island corporation (“Buyer”) and [Company], a [what] (“Seller”). This Master Power
Agreement provides for the sale by Seller of Standard Offer Service, as defined herein, to the
Buyer. Buyer and Seller are referred to herein individually as a “Party” and collectively as the
“Parties”.

ARTICLE 1. BASIC UNDERSTANDINGS

Seller and Buyer have agreed to execute this Master Power Agreement in order to
establish the basic terms of Seller’s provision and sale of, and Buyer’s acceptance and purchase
of, Standard Offer Service. This Master Power Agreement, together with the Appendices and
written supplements (including any Confirmations) hereto, and any designated collateral, credit
support or margin agreement or similar arrangement between the Parties regarding the
Transactions (as defined in Article 2), shall be referred to as the “Agreement” and shall
constitute the entire agreement between the Parties relating to the subject matter hereof and
supersedes any other agreements, written or oral, between the Parties concerning such subject
matter but specifically excluding written agreements executed by the Parties prior to the
Effective Date.

ARTICLE 2. DEFINITIONS

As used in this Agreement, the following terms shall have the meanings specified in this
Avrticle. In addition, except as otherwise expressly provided, terms with initial capitalization
used in this Agreement and not defined herein shall have the meaning as defined in the NEPOOL
Rules.

Affiliate means, with respect to any Party, any entity (other than a person) that, directly or
indirectly, controls, or is controlled by, or is under common control with, such Party. For this
purpose, “control” means the direct or indirect ownership of fifty percent (50%) or more of the
outstanding capital stock or other equity interests having ordinary voting power.

Aggregate RES Requirement means the total of the RES Requirement for each calendar month
during a Delivery Term in which there is an RES Requirement in a Transaction.

Alternative Compliance Payment Rate means the value as published by the Rhode Island
Public Utilities Commission in accordance with Section 3.1 of the RES Regulations.

Award Block means the numerical designation, for administrative purposes only, as may be set
forth on a Confirmation to identify Customer Groups to be served from and including the
Commencement Date through the Conclusion Date and the associated Load Asset Number and
Load Asset Name, or other information as may be associated therewith in a Confirmation.

Business Day means a 24-hour period ending at 5:00 p.m. EPT, other than Saturday, Sunday and
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any day which is a legal holiday or a day on which banking institutions in Providence, Rhode
Island are authorized by law or other governmental action to close.

Buyer has the meaning set forth in the preamble of this Master Power Agreement, along with
any successors, assigns, employees, agents and authorized representatives thereof.

Buyer’s Service Territory means the geographic area served by The Narragansett Electric
Company including the service territory formerly served by Blackstone Valley Electric Company
and Newport Electric Corporation which has been merged with and into The Narragansett
Electric Company.

Buyer’s System means the electrical transmission and distribution system of the Buyer and the
electrical transmission and distribution system of any Affiliate of the Buyer.

Commencement Date means the period at HE 0100 EPT on the date set forth for each Customer
Group in the Confirmation for the applicable Transaction.

Commission means the Federal Energy Regulatory Commission, or its successor.

Competitive Supplier Terms means Narragansett’s Terms and Conditions for Nonregulated
Power Producers, R.I.P.U.C. No. 1191, as may be amended from time to time and approved by
the RIPUC.

Conclusion Date means the period at HE 2400 EPT on the date set forth for each Customer
Group in the Confirmation for the applicable Transaction.

Confirmation means a confirmation that is mutually agreed to and executed by the Parties,
which may be in the form set forth in Appendix B or in a form otherwise agreed to by the
Parties, such document to serve as a supplement or modification of this Master Power
Agreement with respect to a specific Transaction.

Confirmation Term means, for the applicable Transaction, the period beginning as of the
effective date set forth in a Confirmation and continuing through to the date both Parties have
fulfilled all of their obligations with respect to such Transaction.

Contract Rate has the meaning set forth in the Confirmation for the applicable Transaction.

Credit Rating means (i) the lower of the ratings assigned to an entity’s unsecured, senior long-
term debt obligations (not supported by third party credit enhancements) by S&P and Moody’s,
(ii) in the event the entity does not have a rating for its senior unsecured long-term debt, the
lower of the rating assigned to the entity as an issuer rating by S&P and Moody’s, or the rating
assigned to the entity as an issuer rating by any other rating agency agreed to by both Parties in
each Party's sole and exclusive judgment.

Customer Disconnection Date means the date when a Standard Offer Service Customer is
disconnected from service, as determined by the Buyer in accordance with the Distribution
Service Terms.
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Customer Group means Buyer’s customers who receive Standard Offer Service in the Large
Commercial and Industrial Customer Group and/or Small Commercial and Residential Customer
Group corresponding to each of the foregoing customer groups as specified on the Confirmation
for the applicable Transaction.

Customer Termination Date means the date when a Standard Offer Service Customer ceases to
take service under the Standard Offer Service Tariff, each date as determined by the Buyer in
accordance with the Distribution Service Terms.

Delivered Energy means the quantity of energy, expressed in megawatt-hours, provided by
Seller with respect to a specific Transaction. This quantity shall be the sum of the quantity of
energy reported to the 1ISO by the Buyer for each of the Load Assets identified in a specific
Transaction, with such quantity determined by the Buyer in accordance with Section 6.3 of this
Master Power Agreement. Such quantity shall not include any allocation of PTF losses (which
the ISO may assess to Seller in relation to such energy), but shall include transmission and
distribution losses on the Buyer’s System from the Delivery Point to the meters of Standard
Offer Service Customers.

Delivery Point means, for each Load Asset (x) identified in or in accordance with a specific
Transaction and (y) as set forth in the Confirmation related to a specific Transaction (i) the
Nodes at which the Real-Time Load Obligations are established in the ISO Settlement Power
System Model for the registered Load Assets representing the physical loads of Standard Offer
Service Customers for the Delivery Term for such customers, identified by the Load Asset
(“Loads With Nodes”), for any period and in any location in which there are Loads With Nodes
and the 1SO requires use of Nodes for Real-Time Load Obligations, or (ii) the Load Zones at
which the Real-Time Load Obligations are established in the ISO Settlement Power System
Model for the Load Assets representing the physical loads of Standard Offer Service Customers
for the Delivery Term for such customers, identified by the Load Asset (“Loads with Zones”) if
(@) the I1SO does not require use of Nodes for Real-Time Load Obligations and (b) the use of
Loads with Zones in a calculation of 1SO settlement charges and costs yields the same
mathematical result as a calculation thereof using Loads with Nodes; or (iii) in the event of
neither (i) nor (ii), Loads with Nodes and, in any location in which there are no Loads with
Nodes, Loads with Zones.

Delivery Term(s) means the period(s) set forth in the Confirmation for a particular Transaction
for the respective Standard Offer Service designations, beginning on at the top of the HE 01:00
EPT on the Commencement Date (set forth in the applicable Confirmation) and continuing
through and including the end of HE 24:00 EPT on the Conclusion Date.

Distribution Service Terms means Narragansett’s Terms and Conditions, R.1.P.U.C. No. 1192,
as may be amended from time to time and approved by the RIPUC.

Effective Date means the date that this Master Power Agreement is executed by all Parties.
EPT means Eastern Prevailing Time.

Existing Renewable Energy Resource means as defined in Section 3.9 of the RES Regulations.
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Governing Documents means, with respect to any particular entity, (a) if a corporation, the (i)
articles of organization, articles of incorporation or certificate of incorporation and (ii) the
bylaws; (b) if a general partnership, the partnership agreement and any statement of partnership;
(c) if a limited partnership, the limited partnership agreement and the certificate of limited
partnership; (d) if a limited liability company, the articles or certificate of organization or
formation and operating agreement; (e) if another type of entity, any other charter or similar
document adopted or filed in connection with the creation, formation or organization of such
entity; (f) all equity holders’ agreements, voting agreements, voting trust agreements, joint
venture agreements, registration rights agreements or other agreements or documents relating to
the organization, management or operation of any entity or relating to the rights, duties and
obligations of the equity holders of any entity; and (g) any amendment or supplement to any of
the foregoing.

Initiation Date means the date a retail customer of the Buyer begins taking service pursuant to
the Standard Offer Service Tariff as determined by the Buyer in accordance with the Distribution
Service Terms.

Interest Rate means, for any date, the lesser of (a) the per annum rate of interest equal to the
prime lending rate as may from time to time be published in The Wall Street Journal under
“Money Rates” on such day (or if not published on such day, on the most recent preceding day
on which published), plus two percent (2%) and (b) the maximum rate permitted by applicable
law.

Investment Grade means (i) if any entity has a Credit Rating from both S&P and Moody’s then,
a Credit Rating from S&P equal to “BBB-" and a Credit Rating from Moody's equal to “Baa3”;
or (ii) if an entity has a Credit Rating from only one of S&P and Moody’s, then a Credit Rating
from S&P equal to “BBB-* or a Credit Rating from Moody’s equal to “Baa3 or (iii) if the Parties
have mutually agreed in writing on an additional or alternative rating agency, then a credit rating
equal to that mutually agreed to in writing by the Parties in each Party’s sole and exclusive
judgment.

1SO means ISO New England Inc., authorized by the Commission to exercise for New England
the functions required pursuant to the Commission’s Order No. 2000 (and its progeny) and the
Commission’s regulations, and any successor organization (including but not limited to a
Regional Transmission Organization.).

ISO Tariff means the ISO New England Inc. Transmission, Markets and Services Tariff, FERC
Electric Tariff No. 3, as amended, modified, superseded and supplemented from time to time,
and including the Market Rules and Procedures.

ISO New England Operating Documents means the ISO Tariff and the ISO New England
Operating Procedures, as amended, modified, superseded and supplemented from time to time.

Large Commercial and Industrial Contract Rate means the value as set forth in Appendix D
as applicable to a month in the Delivery Term.

Large Commercial and Industrial Customer Group means Narragansett’s customers in the
G-02, B-32, B-62, G-32, G-62, and X-01 retail rate classes, or such other rate classes as may be
added from time to.
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Locational Marginal Pricing means as set forth in the Market Rules and Procedures.

Market Rules and Procedures means the Market Rules, Manuals and Procedures adopted by
the ISO and/or NEPOOL, as may be amended from time to time, and as administered by the 1ISO
to govern the operation of the NEPOOL markets.

Material Adverse Effect means, with respect to a Party, any change in or effect on such Party
after the date of this Agreement that is materially adverse to the transactions contemplated
hereby, excluding any change or effect resulting from (a) changes in the international, national,
regional or local wholesale or retail markets for electric power; (b) changes in the international,
national, regional or local markets for any fuel; (c) changes in the North American, national,
regional or local electric transmission or distribution systems; and (d) any action or inaction by a
governmental authority, but in any such case not affecting the Parties or the transactions
contemplated hereby in any manner or degree significantly different from others in the industry
as a whole.

Moody’s means Moody's Investors Service, its successors and assigns.
MWh means Megawatt-hour.

NEPOOL-GIS means the NEPOOL Generation Information System, which includes a
generation information database and certificate system, operated by NEPOOL, its designee or
successor entity, that accounts for generation attributes of electricity consumed within New
England.

NEPOOL-GIS Certificates means a document produced by the NEPOOL-GIS that identifies
the relevant generation attributes of each MWh accounted for in the NEPOOL-GIS from a
generation unit.

NEPOOL means the New England Power Pool, or its successor.

NEPOOL Agreement means the Second Restated New England Power Pool Agreement dated
as of February 1, 2005, as amended or accepted by the Commission and as may be amended,
modified, superseded, supplemented and/or restated from time to time.

NEPOOL Rules means all rules adopted by NEPOOL or the 1SO, as such rules may be
amended, modified, supplemented or superseded and restated from time to time, including but
not limited to, the NEPOOL Agreement, the 1ISO Tariff, the ISO New England Operating
Documents, the Transmission Operating Agreement, the Participants Agreement, the NEPOOL
Manuals, and the NEPOOL Operating Procedures, as amended, superseded or restated from time
to time.

Net Worth means total assets, exclusive of intangible assets, less total liabilities, as reflected on
the most recent balance sheet prepared by a certified public accountant as part of a certified
financial statement in accordance with generally accepted accounting principles consistently
applied in the business sector of the Seller.

New Renewable Energy Resource means as defined in Section 3.22 of the RES Regulations.
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PTFE means facilities categorized as Pool Transmission Facilities under the 1SO Tariff.
RES means Renewable Energy Standard.

RES Regulations means the Rules and Regulations Governing The Implementation Of A
Renewable Energy Standard promulgated pursuant to the Renewable Energy Standard Law
Section 39-26-1 et seq. of the General Laws of Rhode Island that implement a Renewable
Energy Standard to facilitate the development of renewable energy resources for the benefit of
customers in Rhode Island.

RES Requirement means the quantity of New Renewable Energy Resource NEPOOL-GIS
Certificates and Existing Renewable Energy Resource NEPOOL-GIS Certificates to be provided
by Seller as set forth in the Confirmation for a specific Transaction, if any.

Requirements means all electric generation and/or market purchases and delivery, to the
Delivery Point, of the electric capacity, energy, ancillary services, operating reserves (including
forward reserves) and all other market products required by the Buyer to provide kilowatt-hours
to meet the needs of Standard Offer Service Customers during the Delivery Term.

RIPUC means the Rhode Island Public Utilities Commission, or its successor.

RI Load Zone means the Rhode Island Reliability Region as defined in the NEPOOL Rules.

S&P means Standard & Poor's Rating Group, its successors and assigns.

Small Commercial and Residential Customer Rate means the value as set forth in Appendix
D as applicable to a month in the Delivery Term.

Small Commercial and Residential Customer Group means Narragansett’s customers in the
A-16, A-60, C-06, S-10 and S-14 retail rate classes, or such other rate classes as may be added
from time to time.

Standard Offer Service means the provision of Requirements by Seller at the Delivery Point to
Narragansett to meet all needs of Standard Offer Service Customers.

Standard Offer Service Customer(s) means, for a specific Transaction, the customers in each
Customer Group set forth in the applicable Confirmation taking service pursuant to the Standard
Offer Service Tariff.

Standard Offer Service Tariff means Narragansett’s Tariff for Standard Offer Service,
R.1.P.U.C. No. 2011, as may be amended from time to time and approved by the RIPUC.

Term means as defined in Section 3.1.

Transaction means a particular transaction agreed to by Buyer and Seller relating to the
purchase and sale of Standard Offer Service pursuant to this Agreement, as evidenced by the
execution of a written Confirmation by Buyer and Seller setting forth the specific terms and
conditions thereof.
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ARTICLE 3. TERM, SERVICE PROVISIONS AND REGISTRATION
REQUIREMENTS

Section 3.1 Term

The term of this Master Power Agreement (the “Term”) shall commence on the Effective
Date and shall continue in effect until the earlier of (i) its termination by any Party upon thirty
(30) days’ prior written notice and (ii) its termination in accordance with Subsection 7.2(a);
provided, however, that such termination shall not affect or excuse the performance of any Party
under any provision of this Master Power Agreement that by its terms or operation survives any
such termination and, provided further, that this Master Power Agreement and any other
documents executed and delivered hereunder shall remain in effect with respect to the
Transaction(s) entered into prior to the effective date of such termination until both Parties have
fulfilled all of their obligations with respect to such Transaction(s). As of the termination of this
Master Power Agreement, subject to the immediately foregoing sentence, and subject to any time
limits specifically set forth in this Master Power Agreement or in a Confirmation, the Parties
shall no longer be bound by the terms and provisions hereof, except (a) to the extent necessary to
enforce the rights and obligations of the Parties arising under this Master Power Agreement
before such expiration or termination or (b) that such terms and provisions expressly or by their
operation survive the termination or expiration of this Master Power Agreement.

Section 3.2  Commencement of Supply

@) Beginning as of the Commencement Date for each specific Customer Group in a
specific Transaction, Seller shall provide Requirements to the Buyer. For purposes of certainty:
Seller's obligations on the Commencement Date shall be to provide Requirements for all
Standard Offer Service Customers identified in the related Confirmation taking service as of and
including the Commencement Date.

(b) With respect to each person or entity that becomes a Standard Offer Service
Customer subsequent to the applicable Commencement Date, Seller shall provide Requirements
to the Buyer to meet the needs of the Standard Offer Service Customer(s) as of and including the
Initiation Date for such customer initiating such service during the applicable Delivery Term.

(© If Seller elects to receive electronic notification as provided in Section 3.7, the
Buyer shall provide to Seller a notice of Initiation Date via electronic file transfer and in a format
specified by the Buyer. Each notice of Initiation Date shall include the account number, the date
Seller's service to the Buyer is to begin for a Standard Offer Service Customer and the
customer’s rate class.

Section 3.3  Termination and Conclusion of Supply

@) With respect to each Standard Offer Service Customer that terminates Standard
Offer Service during the applicable Delivery Term, Seller shall provide Requirements to the
Buyer for such customer on the Customer Termination Date but shall not provide Requirements
for such customer after the Customer Termination Date.

(b) If Seller elects to receive electronic notification as provided in Section 3.7, the
Buyer shall provide to Seller a notice of Customer Termination Date via electronic file transfer
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and in a format specified by the Buyer. Each notice of Customer Termination Date shall include
the account number, the Customer Termination Date and the customer's rate class.

(© Seller’s obligation to provide Requirements with respect to each specific
Customer Group in a specific Transaction shall cease at the applicable Conclusion Date.

Section 3.4  Customer Disconnection Date

@) With respect to each Standard Offer Service Customer whose Standard Offer
Service is disconnected during the applicable Delivery Term, Seller shall provide Requirements
to the Buyer for such customer on the Customer Disconnection Date but shall not provide
Requirements for such customer after the Customer Disconnection Date.

(b) If Seller elects to receive electronic notification as provided in Section 3.7, The
Buyer shall provide to Seller a notice of Customer Disconnection Date via electronic file transfer
and in a format specified by the Buyer. Each notice of Customer Disconnection Date shall
include the account number, the Customer Disconnection Date and the customer's rate class.

Section 3.5  Distribution Service Interruptions

Seller acknowledges that interruptions in distribution service occur and may reduce the
load served hereunder. Seller further acknowledges and agrees that the Buyer may interrupt
distribution service to customers consistent with the Distribution Service Terms and the
Competitive Supplier Terms. In no event shall a Party have any liability or obligation to the
other Party in respect of any such interruptions in distribution service.

Section 3.6  Release of Customer Information

The Buyer will not issue any customer information to Seller unless Seller has first
obtained the necessary authorization in accordance with the provisions of the Competitive
Supplier Terms.

Section 3.7  Electronic Notification

At Seller's election, the Buyer shall provide notices contemplated by Sections 3.2, 3.3 and
3.4 via electronic file transfer. Such election shall only be effective when Seller (i) establishes a
Windows or Unix file server with capability of sending and receiving File Transfer Protocol
(“FTP™), files with Pretty Good Privacy (“PGP”), Encryption/Decryption, and (ii) verifies its
ability to transfer files to and receive files from the Buyer at least fourteen (14) days prior to the
day on which Seller desires to commence electronic receipt.

Section 3.8  Change in Supply; No Prohibition on Programs

@) Seller acknowledges and agrees that the number of customers and the
Requirements to meet the needs of such customers will fluctuate throughout the Delivery Term
and may equal zero. The Buyer shall not be liable to Seller for any losses Seller may incur,
including but not limited to lost revenues, and losses that may result from any change in
Requirements, number or location of customers taking service, the location of the Delivery
Point(s), the composition or components of market products or Requirements, or the market for
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electricity, or change in the Distribution Service Terms or the Standard Offer Service Tariff.
Seller further acknowledges and agrees that there is no limit on the number of Customer
Initiation Dates, Customer Termination Dates and Customer Disconnection Dates.

(b) Seller acknowledges and agrees that the Buyer has the right but not the obligation
to continue, initiate, support or participate in any programs, promotions, or initiatives designed to
or with the effect of encouraging customers to leave Standard Offer Service for any reason
(“Programs™). Nothing in this Agreement shall be construed to require notice to or approval of
Seller in order for the Buyer to take any action in relation to Programs.

(c) Seller acknowledges and agrees that the Buyer and Affiliates of the Buyer will not
provide Seller preferential access to or use of the Buyer’s System and that Seller's sole and
exclusive rights and remedies with regard to access to, use or availability of the Buyer’s System,
and the Buyer’s or Affiliates of the Buyer’s obligation to transmit electricity are those rights,
remedies and obligations provided under the Distribution Service Terms or the NEPOOL Rules.

Section 3.9  Uniform Disclosure Requirements

Seller shall provide the Buyer information pertaining to power plant emissions, fuel
types, labor information and any other information required by the Buyer to comply with the
uniform disclosure requirements contained in R.I1.G.L. Section 39-26-9 and any other disclosure
regulations which may be imposed upon the Buyer during the term of this Agreement, as such
disclosure requirements apply to Standard Offer Service provided by Seller pursuant to this
Agreement.

Seller shall utilize the NEPOOL-GIS to transfer Load Obligations or NEPOOL-GIS
Certificates, as applicable, to the Buyer’s certificate account in the number equal to the Delivered
Energy for Standard Offer Service in a month during the term of a Transaction. Such Load
Obligations or NEPOOL-GIS Certificates, as applicable, shall be delivered by Seller at least five
(5) Business Days prior to the close of the applicable Trading Period. The Load Obligations or
NEPOOL-GIS Certificates, as applicable, shall be delivered by Seller to an account within the
NEPOOL-GIS designated by the Buyer.

ARTICLE 4. SALE AND PURCHASE

Section 4.1  Provision Delivery and Receipt

With respect to each Transaction, Seller shall provide and deliver to the Delivery Point
and the Buyer shall receive at the Delivery Point the percent of the Requirements applicable to
each Customer Group during the Delivery Term, all as set forth in the Confirmation related to
such Transaction.

Section 4.2  Responsibilities

€) The Buyer shall arrange with the ISO for transmission service over the PTF and
non-PTF from and after the Delivery Point to the customers’ meters. The Buyer shall be
responsible for all transmission costs over the PTF and non-PTF from the Delivery Point to the
meters of the Buyer’s customers. Seller shall be responsible for all transmission and distribution
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costs associated with the delivery of Requirements to and including the Delivery Point except the
transmission costs otherwise provided for in this paragraph.

(b) Seller shall be responsible for all decisions and data submissions associated with
the Ownership Share of the Load Assets in ARTICLE 6, Section 6.4 including any bids into the
market system to manage these obligations.

(©) Seller shall be responsible for all present and future obligations, requirements, and
costs associated with the Requirements and/or Seller’s provision thereof, whether system wide or
locational based including, but not limited to, the real-time load obligations, capacity obligations
and/or charges( including but not limited to installed capacity, unforced capacity, locational
installed capacity, locational unforced capacity, forward capacity market obligations, forward
capacity market transition payment obligations), regulation obligations and/or charges (including
any regulation opportunity costs), operating reserve obligations and/or charges (including, but
not limited to, (w) any real-time reserve charges, (x) any forward reserve charges, (y) any
charges associated with reserve constraint penalty factors, and (z) net commitment period
compensation (“NCPC”) charges (other than monthly fixed-cost charges paid to resources
pursuant to reliability agreements negotiated under Market Rule 1 Appendix A, Section I11.A.6
and Exhibit 2),), emergency energy charges, inadvertent energy revenue charges, 1SO Schedule 1
charges (other than ISO Schedule 1 charges that are both (i) associated with the Buyer’s
Regional Network Service and (ii) allocated on the basis of Regional Network Load), 1SO
Schedule 2 charges, ISO Schedule 3 charges, day-ahead energy market charges, and real-time
energy market charges at the nodes, if any, and if none, the zones representing the actual
locations of the meters of the Standard Offer Service Customers, and any other requirements,
market products, expenses and charges imposed by NEPOOL or the ISO, as they may be in
effect from time to time related to the provision and/or delivery of Requirements to and
including the Delivery Point. Except as otherwise specifically excluded in this paragraph,
Seller’s responsibility for costs and charges shall be without regard to the manner in which they
are allocated by NEPOOL or the 1SO.

(d) Seller shall be responsible for all costs and components thereof of any Locational
Marginal Prices to provide Standard Offer Service (during the applicable Delivery Term),
including its delivery to the Delivery Point. These components include the energy component,
loss component, and congestion component.

(e) Seller shall be responsible for all congestion charges for delivery to the actual
meters of Standard Offer Service Customers (during the applicable Delivery Term).

(F)  Seller shall utilize the NEPOOL-GIS to transfer the quantity of NEPOOL-GIS
Certificates from New or Existing Renewable Energy Resources equal to the RES Requirement
to the account within the NEPOOL-GIS designated by the Buyer. Seller may satisfy the
Aggregate RES Requirement at any time during the Delivery Term for a Confirmation provided
such delivery occurs at least five (5) Business Days prior to the close of the applicable Trading
Period associated with the Delivery Term; provided further, however, that the total number of
NEPOOL-GIS Certificates from New or Existing Renewable Energy Resources shall not exceed
the Aggregate RES Requirement for a Transaction.
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(g) Seller shall notify Buyer within one Business Day of receipt of notice of
termination from the ISO or event of default or similar occurrence under the Market Participant
Service Agreement.

ARTICLES5. AMOUNT, BILLING and PAYMENT
Section 5.1  Amount

The amount payable by the Buyer to Seller shall be the sum of the amounts due under all
applicable Transactions.

Section 5.2 Billing and Payment

@ On or before the tenth (10th) day of each month during the Term, Seller shall
calculate the amount due and payable to Seller pursuant to Section 5.1 with respect to the
preceding month (the "Calculation™). Seller shall provide the Calculation to the Buyer and such
Calculation shall include sufficient detail for the Buyer to verify its formulation and
computation. Calculations under this paragraph shall be subject to recalculation in accordance
with Article 6 and shall be subject to adjustment (positive or negative) based upon such
recalculation (a "Reconciliation Adjustment™). Seller shall promptly calculate the Reconciliation
Adjustment upon receiving data described in Section 6.3 and shall include the adjustment, if any,
in the next month's Invoice. A Reconciliation Adjustment based upon a change in the quantity
for an earlier month shall be calculated using the applicable Contract Rate for the month in
which the Delivered Energy was received.

(b) Seller shall submit to the Buyer an invoice with such Calculation as provided for
in paragraph (a) of this Section (the “Invoice”) and the respective amounts due under this Master
Power Agreement not later than the tenth (10th) day of each month. The Buyer shall pay Seller
the amount of the Invoice (including the Reconciliation Adjustment, if any, as a debit or credit)
less any amounts disputed in accordance with Section 5.3, on or before the twenty-fifth (25th)
day after receiving the Invoice (the "Due Date™). Except for amounts disputed in accordance
with Section 5.3, if all or any part of the Invoice remains unpaid after the Due Date, interest shall
accrue after but not including the Due Date and be payable to Seller on such unpaid amount at
the Interest Rate in effect on the Due Date. The Due Date for a Reconciliation Adjustment shall
be the Due Date of the Invoice in which it is included.

(©) Each Party shall notify the other Party upon becoming aware of an error in an
Invoice, Calculation or Reconciliation Adjustment (whether the amount is paid or not) and Seller
shall promptly issue a corrected Invoice. Overpayments shall be returned by the receiving Party
upon request or deducted by the receiving Party from subsequent invoices, with interest accrued
at the Interest Rate from the date of the receipt of the overpayment until the date paid or
deducted.

Section 5.3  Challenge to Invoices

Unless otherwise agreed: (i) either Party may challenge, in writing, the accuracy of
Calculations, Invoices or Reconciliation Adjustments (or the data utilized in the forgoing) no
later than twenty-four (24) months after the Due Date of the Invoice in which the disputed
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information is contained; (ii) if a Party does not challenge the accuracy within such twenty-four
(24) month period, such Invoice shall be binding upon that Party and shall not be subject to
challenge. If an Invoice is paid and thereafter the payment or the Invoice on which the payment
was based is disputed, upon notice of dispute, the Party receiving payment shall hold the amount
in dispute in escrow for the benefit of the prevailing Party until the resolution of such dispute. If
any amount in dispute is ultimately determined (under the terms herein) to be due to the other
Party, it shall be paid or returned (as the case may be) to the other Party within three (3)
Business Days of such determination along with interest accrued at the Interest Rate from the (i)
date due and owing in accordance with the Invoice until the date paid or (ii) if the amount was
paid and is to be returned, from the date paid, until the date returned.

Section 5.4  Taxes, Fees and Levies

Seller shall be obligated to pay all present and future taxes, fees and levies (“Taxes”)
which may be assessed by any entity upon the Seller's performance under this Agreement
including but not limited to the purchase and sale of Requirements and both Existing and New
Renewable Energy Resource NEPOOL-GIS Certificates to the Buyer, if any. Seller shall pay all
Taxes with respect to the Requirements up to and at the Delivery Point, and the Buyer will pay
all Taxes with respect to the Requirements after the Delivery Point. All Requirements, including
electricity and other related market products delivered hereunder by Seller to the Buyer shall be
sales for resale with the Buyer reselling such electricity and products.

Section 5.5  Netting and Setoff

Except for security provided pursuant to this Agreement (which shall not be considered
for purposes of this Section 5.5) and unless otherwise specified in another agreement between
the Parties, if the Parties are required to pay an amount on the same date each to the other under
this Agreement or any other agreement between the Parties, or if any costs that are a Party’s
responsibility under this Agreement are incorrectly or inappropriately charged to the Party by the
ISO, such amounts shall be netted, and the Party owing the greater aggregate amount shall pay to
the other Party any difference between the amounts owed. Each Party reserves all rights, setoffs,
counterclaims and other remedies and defenses (to the extent not expressly herein or therein
waived or denied) that such Party has or to which such Party may be entitled arising from or out
of this Agreement or the other agreement. Further, if the Buyer incurs any costs or charges that
are the responsibility of Seller under this Agreement, such costs or charges may, at the Buyer’s
election, be netted against any amount due to Seller under this Agreement. All outstanding
obligations to make payment under this Agreement or any other agreement between the Parties
may be netted against each other, set off or recouped therefrom, or otherwise adjusted.

ARTICLE 6. QUALITY; LOSSES and QUANTITIES REQUIRED;
DETERMINATION AND REPORTING OF HOURLY LOADS
Section 6.1  Quality

All electricity shall be delivered to the Buyer in the form of three-phase sixty-hertz
alternating current at the Delivery Point.

Section 6.2  Losses
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Seller shall be responsible for all transmission and distribution losses and the costs
related to such losses and associated with the Requirements, namely, losses from the Delivery
Point to the meters of the Standard Offer Service Customers. Seller shall provide to the Buyer at
the Delivery Point quantities of electricity and ancillary services, capacity and all other market
products related thereto to cover such losses from the Delivery Point to the meters of Standard
Offer Service Customers. The quantities required for this purpose in each hour of a billing
period shall be determined in accordance with ISO’s and the Buyer’s procedures for loss
determination.

Section 6.3  Determination and Reporting of Hourly Loads

€)) The Buyer will estimate the Delivered Energy for Standard Offer Service
provided by Seller pursuant to each Transaction based upon average load profiles developed for
each of the Buyer’s customer classes and the Buyer’s actual total hourly load. The Buyer shall
report to the ISO and Seller, the estimated Delivered Energy for each Transaction. The Buyer
will normally report to the ISO and to Seller Seller's estimated Delivered Energy by 1:00 P.M
EPT of the second following Business Day. Appendix A provides a general description of the
estimation process that the Buyer will initially employ (the “Estimation Process”). The Buyer
shall have the right but not the obligation, in its sole and exclusive judgment, to modify the
Estimation Process from time to time, provided that any such modification is designed with the
objective of improving the accuracy of the Estimation Process.

Each month, the Buyer shall reconcile the Buyer’s estimate of the Delivered Energy for
each Transaction based upon the Buyer’s meter reads (such meter reads as provided for in the
Distribution Service Terms). The reconciliation, including all losses, shall be the adjusted
Delivered Energy. The Buyer will normally notify the ISO of any resulting adjustment (debit or
credit) to Seller’s account for the Load Assets (set forth in a specific Confirmation) no later than
the last day of the third month following the billing month. Appendix A provides a general
description of this reconciliation process, which process may be changed by the Buyer from time
to time in its sole and exclusive discretion.

Section 6.4  1SO Settlement Market System Implementation

As soon as possible after the execution of a Confirmation related to a specific Transaction
and before the applicable Commencement Date, the Buyer shall assign to Seller, and Seller shall
accept assignment of an Ownership Share for each Load Asset in such Confirmation. Such
assignment shall be effective beginning on the applicable Commencement Date. Seller shall
maintain such ownership until the Conclusion Date (or, if earlier, the termination date
established in accordance with 7.2(a)). Seller shall take any and all actions necessary to
effectuate such assignment and, if applicable in accordance with the foregoing, transfer,
including executing documents required by the 1SO. Once Seller’s provision of Standard Offer
Service terminates (effective as of the minute after the Conclusion Date or, if earlier, the
termination date established in accordance with 7.2(a)), the Buyer will terminate Seller’s
Ownership Shares of the aforementioned Load Assets

The Buyer shall have the right to change the Load Asset designations from time to time,

consistent with the definition and provision of Standard Offer Service. If and to the extent such
designations change, the Buyer and Seller shall cooperate to timely put into effect the necessary

— Page 13-



NARRAGANSETT ELECTRIC COMPANY
d/b/a/ NATIONAL GRID
RIP.U.C.DOCKETNO.
SCHEDULE APS-1 - ATTACHMENT 3
Page 14 of 40

ISO Settlement Market System contracts that may be necessary to implement the new
designations and terminate the prior designations.

ARTICLE 7.

DEFAULT AND TERMINATION

Section 7.1  Events of Default

()

Any one or more of the following events shall constitute an "Event of Default"

hereunder with respect to the Buyer:

(b)

(1) Failure of the Buyer

(A) in any material respect to comply with, observe or perform any covenant,
warranty or obligation under this Agreement (but excluding events that are
otherwise specifically covered in this Section as a separate Event of Default and
except due to causes excused by Force Majeure or attributable to Seller's
wrongful act or failure to act in breach of this Agreement); and

(B) After receipt of written notice from Seller such failure continues for a period
of five (5) Business Days, or, if such failure cannot be reasonably cured within
such five (5) Business Day period, such further period as shall reasonably be
required to effect such cure (but in no event longer than thirty (30) days),
provided that the Buyer (x) commences within such five (5) Business Day period
to effect a cure and at all times thereafter proceeds diligently to complete the cure
as quickly as possible and (y) provides to Seller written documentation of its
efforts and plan to cure and estimated time for completion of the cure.

Any one or more of the following events shall constitute an "Event of Default"

hereunder with respect to Seller:

0] Failure of Seller

(A) in any material respect to comply with, observe, or perform any covenant,
warranty or obligation under this Agreement (but excluding events that are
otherwise specifically covered in this Section as a separate Event of Default and
except due to causes excused by Force Majeure or attributable to the Buyer’s
wrongful act or wrongful failure to act in breach of this Agreement); and

(B) after receipt of written notice from the Buyer such failure continues for a
period of five (5) Business Days, or, if such failure cannot be reasonably cured
within such five (5) Business Day period, such further period as shall reasonably
be required to effect a cure (but in no event longer than thirty (30) days), provided
that Seller (x) commences within such five (5) Business Day period to effect such
cure and at all times thereafter proceeds diligently to complete the cure as quickly
as possible and (y) provides to the Buyer written documentation of its efforts and
plan to cure and estimated time for completion of the cure;
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(i) Failure of Seller to provide Requirements in accordance with Articles
3and 4;
(iii) Failure of Seller to satisfy its obligation to provide security when due

and in accordance with Section 7.3;

(c) Any one or more of the following events with respect to either Party shall
constitute an "Event of Default" hereunder with respect to such Party:

(1) The entry by a court having jurisdiction in the premises of (A) a decree or
order for relief in respect of such Party in an involuntary case or
proceeding under any applicable federal or state bankruptcy, insolvency,
reorganization or other similar law, or (B) a decree or order adjudging
such Party as bankrupt or insolvent, or approving as properly filed a
petition seeking reorganization, arrangement, adjustment or composition
of or in respect of such Party under any applicable federal or state law, or
appointing a custodian, receiver, liquidator, assignee, trustee, sequestrator
or other similar official of such Party or of any substantial part of its
property, or ordering the winding up or liquidation of its affairs;

(i)  The commencement by such Party of a voluntary case or proceeding, or
any filing by a third party of an involuntary case or proceeding against a
Party that is not dismissed within thirty (30) days of such third party’s
filing, under any applicable federal or state bankruptcy, insolvency,
reorganization or other similar law, or of any other case or proceeding to
be adjudicated as bankrupt or insolvent, or the consent by it to the entry of
a decree or order for relief in respect of such Party in an involuntary case
or proceeding under any applicable federal or state bankruptcy,
insolvency, reorganization or other similar law or to the commencement of
any bankruptcy or insolvency case or proceeding against it, or the filing by
it of a petition or answer or consent seeking reorganization or relief under
any applicable federal or state law, or the consent by it to the filing of such
petition or to the appointment of or taking possession by a custodian,
receiver, liquidator, assignee, trustee, sequestrator or other similar official
of a Party or of any substantial part of its property, or the making by it of
an assignment for the benefit of creditors, or the admission by it in writing
of its inability to pay its debts generally as they become due, or the taking
of corporate action by such Party in furtherance of any such action;

(iti)  Any representation or warranty made by a Party is or becomes false or
misleading in any material respect.

Section 7.2  Remedies Upon Default

The Parties shall have the following remedies available to them with respect to the
occurrence of an Event of Default with respect to the other Party hereunder:

@) Upon the occurrence of an Event of Default, the non-defaulting Party shall have
the right to (i) continue performance under this Agreement and exercise such rights and remedies
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as it may have at law, in equity or under this Agreement and seek remedies as may be necessary
or desirable to enforce performance and observation of any obligations and covenants under this
Agreement, so long as such rights and remedies are not duplicative of any other rights and
remedies hereof, and do not otherwise enable the non-defaulting Party to obtain performance or
payments in excess of the performance and payments to which it is otherwise entitled pursuant to
this Agreement, or (ii) at its option, give such defaulting Party a written notice (a “Termination
Notice”) terminating this Agreement and all, but not less than all, Transactions. Upon a
termination for an Event of Default under Section 7.1(a), (b) or (c)(iii), such termination shall be
effective as of the date specified in the Termination Notice, which date shall be no earlier than
the date such notice is effective and no later than thirty (30) days after the date of such notice is
provided to the defaulting Party in accordance with Article 8. Upon a termination for a default
or Event of Default under Section 7.1(c)(i) or (ii), such termination shall be effective as of the
Event of Default, provided that the non-defaulting Party provides written notice to the defaulting
Party in accordance with Article 8 within ten (10) Business Days of the Event of Default. If such
notice is not given within ten (10) Business Days of the Event of Default, the non-defaulting
Party shall be entitled to terminate this Agreement effective as of the date specified in the written
notice termination. Any attempted cure by a defaulting Party after this Agreement has been
terminated by the non-defaulting Party shall be void and of no effect. The Parties’ obligations
under this Agreement, in general and under this Section 7.2 in particular, are subject to the duty
to mitigate damages as provided under common law. Termination of this Agreement shall in no
way limit or restrict any Party’s right to pursue any legal or equitable remedies available to it
arising from an Event of Default.

(b) Seller expressly agrees that at any time after the occurrence of an Event of Default
by Seller, or the delivery of a Termination Notice to Seller by the Buyer, the Buyer may exercise
any rights it may have pursuant to the Article 7.3 (Security).

(c) In the event of termination for an Event of Default as provided in Section 7.1, in
addition to any amounts owed for performance (or failure to perform) hereunder prior to such
termination, the non-defaulting Party may recover, without duplication, its direct damages
resulting from such Event of Default; such damages shall include the positive (if any) present
value of this Agreement to the non-defaulting Party for the portion of the Delivery Term
remaining at the time of such termination, to be determined by reference to market prices,
transaction costs and load reasonably projected for the remaining portion of the Delivery Term
(*Termination Damages”). The Termination Damages shall include all reasonably incurred
transaction costs and expenses that otherwise would not have been incurred by the non-
defaulting Party. In determining its Termination Damages, the non-defaulting Party shall offset
its losses and costs by any gains or savings realized by the non-defaulting Party as a result of the
termination. Seller and Buyer agree that the foregoing provision is intended to reflect a mutually
acceptable measure of damages for such Event of Default.

Payment of Termination Damages, if any, shall be made by the defaulting Party to the
non-defaulting Party within five (5) days after calculation of such Termination Damages and
receipt of a notice including such calculation of the amounts owed hereunder and a written
statement showing in reasonable detail the calculation and a summary of the method used to
determine such amounts. Upon the reasonable request of the defaulting Party, the non-defaulting
Party shall provide reasonable documentation to verify the costs underlying the Termination
Damages. If the defaulting Party disputes the non-defaulting Party's calculation of the
Termination Damages, in whole or in part, the defaulting Party shall, within five (5) days of
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receipt of the non-defaulting Party's calculation of the Termination Damages, provide to the non-
defaulting Party a detailed written explanation of the basis for such dispute; provided, however,
that, the defaulting Party shall first pay the Termination Damages, if any, to the non-defaulting
Party in accordance with the preceding sentence, and the non-defaulting Party shall then deposit
such disputed amount into an interest bearing bankruptcy-remote escrow account for the benefit
of the prevailing Party and the dispute shall be resolved in accordance with Section 15.2.

(d)  Notwithstanding any other provision of this Agreement, the cure of any default or
failure to comply with, observe or perform any covenant, warranty or obligation under this
Agreement within the period provided therefor in this Article shall not release such defaulting
Party from its obligations under Section 9.2 of this Agreement.

(e) Upon termination the Buyer shall, and upon the occurrence of an Event of Default
by Seller, the Buyer shall have the right to, immediately notify the ISO that (i) the assignment
from the Buyer to Seller of the Ownership Share has been terminated, (ii) the Load Asset(s) shall
be removed from Seller's account and placed in the account of the Buyer and (iii) Seller consents
to such action. In the event the Buyer so notifies the ISO, Seller shall immediately take any and
all actions that may be required by the 1SO to remove the Load Asset from Seller's account and
place it in the account of the Buyer. If the Agreement and any Transactions have not been
terminated, the Buyer, in its sole discretion with five (5) Business Days prior notice to Seller,
may elect to assign the Ownership Share of the Load Asset(s) set forth in the associated
Confirmation(s) to the account of Seller and Seller shall accept such assignment, consistent with
the actions required by Section 6.4 of this Master Power Agreement.

Section 7.3 Security

The Parties will agree upon the amount of credit support applicable to each Transaction,
the terms of which shall be set forth in each Confirmation and which shall be subject to this
Section, provided however, the Buyer reserves the right to determine the forms of credit support
and the amounts associated therewith that Seller is required to provide Buyer under this Article
7. With respect to each Transaction, within five (5) Business Days after execution of the related
Confirmation, Seller shall provide such credit support in accordance with this Section 7.3 and as
further described in the Confirmation.

(@) Seller, at all times during the term of a Transaction, shall either (i) maintain (A) a
Credit Rating at least equal to Investment Grade and (B) a Net Worth at least equal to
(the “Credit Requirements”) or (ii) provide security in accordance with Section
7.3(b). Prior to the Commencement Date of each Transaction and at any time during the term of
any Transaction, upon the request of Buyer, Seller (or its guarantor at any time that a guaranty
delivered pursuant to Paragraph (A) of Subsection (b) of this Section is in effect) shall establish
that it meets the Credit Requirements by providing (x) a certificate of an authorized officer,
accompanied by supporting certified financial statements and (y) documentation of all Credit
Ratings. Seller shall inform the Buyer within one (1) Business Day of any failure of it or its
guarantor (at any time that a guaranty delivered pursuant to Paragraph (A) of Subsection (b) of
this Section is in effect) to meet Credit Requirements, or of being placed by S&P or Moody's on
credit watch, under review for a downgrade or with negative implications.

(b) If, at any time during the term of a Transaction, Seller fails to meet the Credit
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Requirements, then Seller shall provide security to the Buyer (i) in an amount as specified in
each Confirmation; and (ii) in one or more of the following forms of credit support, within five
(5) Business Days of the occurrence of such failure to meet the Credit Requirements:

(A) A guaranty of Seller’s obligations hereunder issued by an Affiliate of
Seller that meets the Credit Requirements and in substantially the form set
forth in Appendix C attached hereto;

(B)  Anirrevocable, transferable standby letter of credit (X) issued by a U.S.
commercial bank or a foreign bank with a U.S. branch with such bank
having a credit rating of at least “A-" from S&P or “A3” from Moody’s,
(y) in a form acceptable to Buyer, including a provision permitting the
Buyer upon an Event of Default as to Seller to draw down, on one or more
occasions, in whole or in part, as the case may be, on the letter of credit
and also permitting the Buyer to draw down an amount equal to Buyer’s
Termination Damages without giving effect to Section 5.5 (Netting and
Setoff), and (z) that shall terminate no earlier than 120 days from the later
of the termination or expiration of the Agreement. If Seller is required to
provide the bank with a guarantee or any other form of financial assurance
from one or more other entities to secure its letter of credit obligations,
then such entities shall also guarantee all of Seller’s obligations to the
Buyer under this Agreement;

(C)  U.S. Dollars delivered by wire transfer of immediately available funds; or

(D)  Any alternate form of credit support proposed by Seller that the Buyer
deems acceptable, in its sole discretion; provided however, the Buyer is
under no obligation to accept any alternate form of credit support and may
withhold consent to any such alternate form for any reason.

Section 7.4  Forward Contract.

Each Party represents and warrants to the other that it is a “forward contract merchant”
within the meaning of the United States Bankruptcy Code, that this Agreement is a “forward
contract” within the meaning of the United States Bankruptcy Code, and that the remedies
identified in this Agreement, including but not limited to those specified in Section 7, shall be
“contractual rights” as provided for in 11 U.S.C. § 556 as that provision may be amended from
time to time.

ARTICLE 8. NOTICES, REPRESENTATIVES OF THE PARTIES

Section 8.1  Notices

Any notice, demand, or request required or authorized by this Agreement to be given by
one Party to another Party shall be in writing. It shall either be sent by facsimile (with receipt
confirmed by telephone and electronic transmittal receipt), courier, personally delivered

(including overnight delivery service) or mailed, postage prepaid, to the representative of the
other Party designated in accordance with this Article. Any such notice, demand, or request shall
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be deemed to be given (i) when sent by facsimile confirmed by telephone and electronic
transmittal receipt, (ii) when actually received if delivered by courier or personal delivery
(including overnight delivery service) or (iii) seven (7) days after deposit in the United States
mail, if sent by first class mail return receipt requested.

Notices and other communications by Seller to the Buyer shall be addressed to:

Director, Electric Supply & Distributed Generation
National Grid

100 East Old Country Road

Hicksville, NY 11801

(516) 545-3282 (phone)

(516) 545-3130 (fax)

and
Notices concerning Article 7 shall also be sent to:

General Counsel
National Grid

201 Jones Road
Waltham, MA 02451
(781) 907-1600 (phone)
(781) 907-1647 (fax)

Notices and other communications by the Buyer to Seller shall be addressed to:

[Name]
[Company]
[Address]

[City, State & Zip]
[Phone]

[FAX]

Any Party may change its representative or address for notices by written notice to the
other Party; however such notice shall not be effective until it is received by the other Party.

Section 8.2  Authority of Representative

The Parties’ representatives shall have full authority to act for their respective Party in all
matters relating to the performance of this Agreement. Notwithstanding the foregoing, a Party's
representative shall not have the authority to amend, modify, or waive any provision of this
Agreement unless they are duly authorized officers of their respective entities and such
amendment, modification or waiver is made in accordance with Article 17.

ARTICLE 9. LIABILITY; INDEMNIFICATION; RELATIONSHIP OF PARTIES

Section 9.1  Limitation on Consequential, Incidental and Indirect Damages
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EXCEPT AS EXPRESSLY PROVIDED IN SECTION 9.2, TO THE FULLEST
EXTENT PERMISSIBLE BY LAW, NEITHER THE BUYER NOR SELLER, NOR THEIR
RESPECTIVE OFFICERS, DIRECTORS, AGENTS, EMPLOYEES, PARENT OR
AFFILIATES, SUCCESSOR OR ASSIGNS, OR THEIR RESPECTIVE OFFICERS,
DIRECTORS, AGENTS, OR EMPLOYEES, SUCCESSORS, OR ASSIGNS, SHALL BE
LIABLE TO THE OTHER PARTY OR ITS PARENT, SUBSIDIARIES, AFFILIATES,
OFFICERS, DIRECTORS, AGENTS, EMPLOYEES, SUCCESSORS OR ASSIGNS, FOR
CLAIMS, SUITS, ACTIONS OR CAUSES OF ACTION FOR INCIDENTAL, INDIRECT,
SPECIAL, PUNITIVE, MULTIPLE OR CONSEQUENTIAL DAMAGES (INCLUDING
ATTORNEY’S FEES OR LITIGATION COSTS EXCEPT AS EXPRESSLY PROVIDED IN
SECTION 15.2 AND IN ACCORDANCE WITH THE LIMITATION THEREUNDER)
CONNECTED WITH OR RESULTING FROM PERFORMANCE OR NON-PERFORMANCE
OF THIS AGREEMENT, OR ANY ACTIONS UNDERTAKEN IN CONNECTION WITH OR
RELATED TO THIS AGREEMENT, INCLUDING WITHOUT LIMITATION ANY SUCH
DAMAGES WHICH ARE BASED UPON CAUSES OF ACTION FOR BREACH OF
CONTRACT, TORT (INCLUDING NEGLIGENCE AND MISREPRESENTATION),
BREACH OF WARRANTY, STRICT LIABILITY, STATUTE, OPERATION OF LAW, OR
ANY OTHER THEORY OF RECOVERY. THE PROVISIONS OF THIS SECTION SHALL
APPLY REGARDLESS OF FAULT AND SHALL SURVIVE TERMINATION,
CANCELLATION, SUSPENSION, COMPLETION OR EXPIRATION OF THIS
AGREEMENT.

Section 9.2  Indemnification

@ Seller agrees to defend, indemnify and save the Buyer, its officers, directors,
employees, agents, successors assigns, and Affiliates and their officers, directors, employees and
agents harmless from and against any and all third-party claims, suits, actions or causes of action
and any resulting losses, damages, charges, costs or expenses, (including reasonable attorneys'
fees and court costs), arising from or in connection with any (a) breach of a representation or
warranty or failure to perform any covenant or agreement in this Agreement by Seller, (b) any
violation of applicable law, regulation or order by Seller, (c) any act or omission by Seller with
respect to this Agreement, first arising, occurring or existing during the term of this Agreement,
whether incurred by settlement or otherwise, and whether such claims or actions are threatened
or filed prior to or after the termination of this Agreement, except to the extent caused by an act
of gross negligence or willful misconduct by an officer, director, agent, employee, or Affiliate of
the Buyer or its respective successors or assigns.

(b) The Buyer agrees to defend, indemnify and save Seller, its officers, directors,
employees, agents, successor, assigns, and Affiliates and their officers, directors, employees and
agents harmless from and against any and all third-party claims, suits, actions or causes of action
and any resulting losses, damages, charges, costs or expenses, (including reasonable attorneys'
fees and court costs), arising from or in connection with any (a) breach of representation or
warranty or failure to perform any covenant or agreement in this Agreement by said Buyer, (b)
any violation of applicable law, regulation or order by Buyer, (c) any act or omission by the
Buyer, with respect to this Agreement first arising, occurring or existing during the term of this
Agreement, whether incurred by settlement or otherwise, and whether such claims or actions are
threatened or filed prior to or after the termination of this Agreement, except to the extent caused
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by an act of gross negligence or willful misconduct by an officer, director, agent, employee or
Affiliate of Seller or its respective successors or assigns.

(©) If any Party intends to seek indemnification under this Section from the other
Party with respect to any action or claim, the Party seeking indemnification shall give the other
Party notice of such claim or action within thirty (30) days of the later of the commencement of,
or actual knowledge of, such claim or action; provided, however, that in the event such notice is
delivered more than thirty (30) days after the Party seeking indemnification knows of such claim
or action, the indemnifying Party shall be relieved of its indemnity hereunder only if and to the
extent such indemnifying Party was actually prejudiced by such delay. The Party seeking
indemnification shall have the right, at its sole cost and expense, to participate in the defense of
any such claim or action. The Party seeking indemnification shall not compromise or settle any
such claim or action without the prior consent of the other Party, which consent shall not be
unreasonably withheld.

Section 9.3  Independent Contractor Status

Nothing in this Agreement shall be construed as creating any relationship between the
Buyer and Seller other than that of independent contractors for the sale and delivery of
Requirements for Standard Offer Service.

ARTICLE 10. ASSIGNMENT

Section 10.1 General Prohibition Against Assignments

Except as provided in Section 10.2, neither Party shall assign, pledge or otherwise
transfer this Agreement or any right or obligation under this Agreement without first obtaining
the other Party’s written consent, which consent shall not be unreasonably withheld.

Section 10.2 Exceptions to Prohibition Against Assignments

@) Seller may, without the Buyer’s prior written consent, collaterally assign this
Agreement in connection with financing arrangements provided that any such collateral
assignment that provides for the Buyer to direct payments to the collateral agent (i) shall be in
writing, (ii) shall not be altered or amended without prior written notice to the Buyer from both
Seller and the collateral agent, and (iii) provided that any payment made by the Buyer to the
collateral agent shall discharge the Buyer’s obligation as fully and to the same extent as if it had
been made to the Seller. Seller must provide the Buyer at least ten (10) days advance written
notice of collateral assignment and provide copies of any such assignment and relevant
agreements or writings.

(b) The Buyer may assign all or a portion of its rights and obligations under this
Agreement to any Affiliate of the Buyer without consent of Seller. Either Party may, upon
written notice, assign its rights and obligations hereunder, or transfer such rights and obligations
by operation of law, to any entity with which or into which such Party shall merge or consolidate
or to which such Party shall transfer all or substantially all of its assets, provided that such other
entity agrees to be bound by the terms hereof and provided further, that such other entity’s
creditworthiness is comparable to or higher than that of such Party at the time this Agreement
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was executed and such Party is not relieved of any obligation or liability hereunder as a result of
such assignment

ARTICLE 11. SUCCESSORS AND ASSIGNS

This Agreement shall inure to the benefit of and shall be binding upon the Parties hereto
and their respective successors and permitted assigns.

ARTICLE 12. FORCE MAJEURE

(@)  Force Majeure shall include but not be limited to acts of God, earthquakes, fires,
floods, storms, strikes, labor disputes, riots, insurrections, acts of war (whether declared or
otherwise), terrorism, acts of terrorism, acts of governmental, regulatory or judicial bodies, but if
and only to the extent that such event or circumstance (i) directly affects the availability of the
transmission or distribution facilities of the New England Transmission System, the Buyer or an
Affiliate of the Buyer necessary to provide service to the Buyer’s customers which are taking
service pursuant to the Standard Offer Service Tariff and (ii) it is not within the reasonable
control of, or the result of the negligence of, the claiming Party, and which, by the exercise of
due diligence, the claiming Party is unable to overcome or avoid or cause to be avoided. Force
Majeure shall not be based on (A) fluctuations in Standard Offer Service, (B) the cost to a Party
to overcome or avoid, or cause to be avoided, the event or circumstance affecting such Party’s
performance or (C) events affecting the availability or cost of operating any generating facility.

(b) To the extent that either Party is prevented by Force Majeure from carrying out, in
whole or in part, its obligations hereunder and (i) such Party gives notice and detail of the Force
Majeure to the other Party as soon as practicable after the onset of the Force Majeure, including
an estimate of its expected duration and the probable impact on the performance of its
obligations hereunder; (ii) the suspension of performance is of no greater scope and of no longer
duration than is required by the Force Majeure, and (iii) the Party claiming Force Majeure uses
commercially reasonable efforts to remedy or remove the inability to perform caused by Force
Majeure, then the affected Party shall be excused from the performance of its obligations
prevented by Force Majeure. However, neither Party shall be required to pay for any obligation
the performance of which is excused by Force Majeure. This paragraph shall not require the
settlement of any strike, walkout, lockout or other labor dispute on terms which, in the sole
judgment of the Party involved in the dispute are contrary to its interest. It is understood and
agreed that the settlement of strikes, walkouts, lockouts or other labor disputes shall be entirely
within the discretion of the Party involved in the dispute.

(©) No obligations of either Party which arose before the Force Majeure occurrence
causing the suspension of performance shall be excused as a result of the event of Force
Majeure.

(d) Prior to the resumption of performance suspended as a result of a Force Majeure
occurrence, the Party claiming the Force Majeure shall give the other Party written notice of such
resumption.
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ARTICLE 13. WAIVERS

No delay or omission in the exercise of any right under this Agreement shall impair any
such right or shall be taken, construed or considered as a waiver or relinquishment thereof, but
any such right may be exercised from time to time and as often as may be deemed expedient.
The waiver of any single breach or default of any term or condition of this Agreement shall not
be deemed to constitute the waiver of any other prior or subsequent breach or default of the
Agreement or any other term or condition.

ARTICLE 14. LAWS AND REGULATIONS

@ This Agreement and all rights, obligations, and performances of the Parties
hereunder, are subject to all applicable federal and state laws, and to all duly promulgated orders
and other duly authorized action of governmental authorities having jurisdiction hereof.

(b) The rates, terms and conditions contained in this Agreement are not subject to
change under Section 205 of the Federal Power Act as that section may be amended or
superseded, absent the mutual written agreement of the Parties. Each Party irrevocably waives
its rights, including its rights under 8§ 205-206 of the Federal Power Act, unilaterally to seek or
support a change in the rate(s), charges, classifications, terms or conditions of this Agreement or
any other agreements entered into in connection with this Agreement. By this provision, each
Party expressly waives its right to seek or support: (i) an order from the Commission finding
that the market-based rate(s), charges, classifications, terms or conditions agreed to by the Parties
in the Agreement are unjust and unreasonable; or (ii) any refund with respect thereto. Each Party
agrees not to make or support such a filing or request, and that these covenants and waivers shall
be binding notwithstanding any regulatory or market changes that may occur hereafter and (z)
that it shall not challenge or support a challenge to the enforceability of the waiver in this Section

(b).

(© Absent the agreement of all Parties to a proposed change, the standard of review
for changes to this Agreement proposed by a non-party or the Commission acting sua sponte
shall be the "public interest” standard of review set forth in United Gas Pipe Line Co. v. Mobile
Gas Service Corp., 350 U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific Power
Co., 350 U.S. 348 (1956) (the "Mabile-Sierra™ doctrine).

(d) The Parties agree that, if and to the extent that the Commission adopts a final rule
or order which requires that, in order to exclude application of the just and reasonable standard
of review and to mandate application of the public interest standard of review under the Mobile-
Sierra doctrine for a proposed change to this Agreement which is not agreed to by all Parties, the
Parties must agree to language which varies from that set forth in Article 14(c) then, without
further action of either Party, Article 14(c) will be deemed amended to incorporate the specific
language required by such final rule or order as is necessary to have the public interest standard
of review under the Mobile-Sierra doctrine apply to any proposed change to this Agreement to
which all Parties do not agree.

(e Nothing in this Article 14 is intended to modify any Party’s right to enforce the
terms of this Agreement as written.
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ARTICLE 15. INTERPRETATION, DISPUTE RESOLUTION

Section 15.1 Governing Law

The Agreement shall be governed by and construed and performed in accordance with
and the laws of the State of Rhode Island, without giving effect to its conflict of laws principles.

Section 15.2 Dispute Resolution

All disputes between the Buyer and Seller under this Agreement shall be referred, upon
notice by one Party to the other Party, to a senior manager of Seller designated by Seller, and a
senior manager of the Buyer designated by the Buyer, for resolution on an informal basis as
promptly as practicable. In the event the designated senior managers are unable to resolve the
dispute within ten (10) days of receipt of the notice, or such other period to which the Parties
may jointly agree, such dispute shall be submitted to arbitration and resolved in accordance with
the arbitration procedure set forth in this Section. The arbitration shall be conducted in Boston,
Massachusetts before a single neutral arbitrator mutually agreed to and appointed by the Parties.
If the Parties fail to agree upon a single arbitrator within ten (10) days of the referral of the
dispute to arbitration, Seller and the Buyer shall each choose one arbitrator, who shall sit on a
three-member arbitration panel. The two arbitrators so chosen shall within ten (10) days select a
third arbitrator to act as chairman of the arbitration panel. In either case, the arbitrator(s) shall be
knowledgeable and have at least two (2) years experience in electric utility matters, including
wholesale power transactions and power market issues, and shall not have any current or past
material business or financial relationships with either Party or a witness for either Party and
shall not have a direct or indirect interest in any Party or the subject matter of the arbitration. If a
panel of arbitrators, all of their decisions shall be by majority vote. The arbitrator(s) shall afford
each of the Parties an opportunity to be heard and, except as otherwise provided herein, shall
generally conduct the arbitration in accordance with the then-current arbitration rules of the CPR
Institute for Dispute Resolution (formerly known as the Center for Public Resources), unless
otherwise mutually agreed by the Parties. There shall be no formal discovery conducted in
connection with the arbitration unless otherwise mutually agreed by the Parties; provided,
however, that the Parties shall exchange witness lists and copies of any exhibits that they intend
to utilize in their direct presentations at any hearing before the arbitrator(s) at least ten (10) days
prior to such hearing, along with any other information or documents specifically requested by
the arbitrator(s) prior to the hearing. Any offer made and the details of any negotiations to
resolve the dispute shall not be admissible in the arbitration or otherwise. Unless otherwise
agreed, the arbitrator(s) shall render a decision within ninety (90) days of his, her or their
appointment and shall notify the Parties in writing of such decision and the reasons therefore,
and shall make an award apportioning the payment of the costs and expenses of arbitration
among the Parties; provided, however, that each Party shall bear the costs and expenses of its
own attorneys, expert witnesses and consultants unless the arbitrator(s), based upon a
determination of good cause, awards attorneys fees and legal and other costs to the prevailing
Party. The arbitrator(s) shall be authorized only to interpret and apply the provisions of this
Agreement and shall have no power to modify or change the Agreement in any manner. The
decision of the arbitrator(s) shall be final and binding upon the Parties, and judgment on the
award may be entered in any court having jurisdiction, subject expressly to Section 15.3. The
decision of the arbitrator(s) may be appealed solely on the grounds that the conduct of the
arbitrator(s), or the decision itself, violated the standards set forth in the Federal Arbitration Act
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and/or the Administrative Dispute Resolution Act. Nothing in this paragraph shall impair the
ability of a Party to exercise any right or remedy it has under this Agreement, including those in
Article 7. To the fullest extent permitted by law, any arbitration proceeding and the arbitrator’s
award shall be maintained in confidence by the Parties; provided, however, that either Party, or
any of its Affiliates, may provide information regarding the arbitration without limitation to any
regulatory agency requesting or requiring such information or to a court in a proceeding to
confirm, appeal (as such appeal is limited hereby) or enforce the award; provided, further, that
any such provision of information must include a request for confidential treatment.

Section 15.3 Venue; Waiver of Jury Trial

Each Party hereto irrevocably (i) submits to the exclusive jurisdiction of the federal and
state courts located in the State of Rhode Island, County of Providence (ii) waives any objection
which it may have to the laying of venue of any proceedings brought in any such court; and (iii)
waives any claim that such proceedings have been brought in an inconvenient forum. EACH
PARTY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW,
ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY SUIT, ACTION
OR PROCEEDING RELATING TO THIS AGREEMENT.

ARTICLE 16. SEVERABILITY

Any provision declared or rendered unlawful by any applicable court of law or regulatory
agency or deemed unlawful because of a statutory change will not otherwise affect the remaining
provisions and lawful obligations that arise under this Agreement. If any provision of this
Agreement, or the application thereof to any Party or any circumstance, is invalid or
unenforceable, (a) a suitable and equitable provision shall be substituted therefor in order to
carry out, so far as may be valid and enforceable, the intent and purpose of such invalid or
unenforceable provision, and (b) the remainder of this Agreement and the application of such
provision or circumstances shall not be affected by such invalidity or unenforceability.

ARTICLE 17. MODIFICATIONS

No modification or amendment of this Agreement will be binding on any Party unless it
is in writing and signed by both Parties.

ARTICLE 18. ENTIRE AGREEMENT

This Master Power Agreement, including the Appendices, any Confirmations relating to
specific Transactions, the tariffs and agreements referred to herein or therein, embody the entire
agreement and understanding of the Parties in respect of the transactions contemplated by this
Agreement. There are no restrictions, promises, representations, warranties, covenants or
undertakings, other than those expressly set forth or referred to herein or therein. It is expressly
acknowledged and agreed that there are no restrictions, promises, representations, warranties,
covenants or undertakings contained in any material provided or otherwise made available by the
Seller or the Buyer to each other. This Agreement supersedes all prior agreements and
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understandings between the Parties with respect to the transactions contemplated hereby and
specifically excludes written agreements executed by the Parties prior to the Effective Date.

ARTICLE 19. COUNTERPARTS

This Agreement may be executed in any number of counterparts, and each executed
counterpart shall have the same force and effect as an original instrument.

ARTICLE 20. INTERPRETATION; CONSTRUCTION

The article and section headings contained in this Agreement are solely for the purpose of
reference, are not part of the agreement of the Parties and shall not in any way affect the meaning
or interpretation of this Agreement. For purposes of this Agreement, the term "including™ shall
mean "including, without limitation". The Parties acknowledge that, each Party and its counsel
have reviewed and or revised this Agreement and that any rule of construction to the effect that
any ambiguities are to be resolved against the drafting Party shall not be employed in the
interpretation of this Agreement, and it is the result of joint discussion and negotiation.

ARTICLE 21. REPRESENTATIONS; WARRANTIES AND COVENANTS

Each Party represents to the other Parties, upon execution and continuing throughout the
term of this Agreement, as follows:

(@ Itisduly organized in the form of business entity set forth in the first paragraph of
this Agreement, validly existing and in good standing under the laws of its state of its
organization and has all requisite power and authority to carry on its business as is now being
conducted, including all regulatory authorizations as necessary for it to legally perform its
obligations hereunder.

(b) It has full power and authority to execute and deliver this Master Power
Agreement and any and all Confirmations related to Transactions and to consummate and
perform the transactions contemplated hereby. This Master Power Agreement has been, and any
Confirmation will be, duly and validly executed and delivered by it, and, assuming that this
Master Power Agreement, together with any and all Confirmations, constitutes a valid and
binding agreement of the other Parties, constitute together its valid and binding agreement,
enforceable against it in accordance with its terms, subject to bankruptcy, insolvency, fraudulent
transfer, reorganization, moratorium and similar laws of general applicability relating to or
affecting creditors' rights and to general equity principles.

(c) Such execution, delivery and performance do not violate or conflict with any law
applicable to it, any provision of its constitutional documents, or the terms of any note, bond,
mortgage, indenture, deed of trust, license, franchise, permit, concession, contract, lease or other
instrument to which it is bound, any order or judgment of any court or other agency of
government applicable to it or any of its assets or any contractual restriction binding on or
affecting it or any of its assets.
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(d) No declaration, filing with, notice to, or authorization, permit, consent or approval
of any governmental authority is required for the execution and delivery of this Master Power
Agreement or any and all Confirmations related to a Transaction by it or the performance by it of
its obligations hereunder and thereunder, other than such declarations, filings, registrations,
notices, authorizations, permits, consents or approvals which, if not obtained or made, will not,
in the aggregate, have a Material Adverse Effect.

(e) Neither the execution and delivery of this Master Power Agreement or any and all
Confirmations by it, nor the performance by it of its obligations under this Master Power
Agreement and any and all Confirmations related to Transactions, will or does (i) conflict with or
result in any breach of any provision of its Governing Documents, (ii) result in a default (or give
rise to any right of termination, cancellation or acceleration) under any of the terms, conditions
or provisions of any note, bond, mortgage, indenture, license, agreement or other instrument or
obligation to which it or any of its subsidiaries is a party or by which it or any of its subsidiaries
is bound, except for such defaults (or rights of termination, cancellation or acceleration) as to
which requisite waivers or consents have been obtained or which, in the aggregate, would not
have a Material Adverse Effect; or (iii) violate any order, writ, injunction, decree, statute, rule or
regulation applicable to it, which violation would have a Material Adverse Effect.

( There are no claims, actions, proceedings or investigations pending or, to its
knowledge, threatened against or relating to it before any governmental authority acting in an
adjudicative capacity relating to the transactions contemplated hereby that could have a Material
Adverse Effect. It is not subject to any outstanding judgment, rule, order, writ, injunction or
decree of any court or governmental authority which, individually or in the aggregate, would
create a Material Adverse Effect.

(9) There are no bankruptcy, insolvency, reorganization, receivership or other similar
proceedings pending or being contemplated by it, or of its knowledge threatened against it.

(h) With respect to Seller, (i) it and the ISO have fully executed a Market Participant
Service Agreement (“Seller’s MPSA”), and it has been approved by the Commission in
accordance with Subsection 7.1 of the MPSA with the ISO and (ii) the 1SO has not filed with the
Commission a notice of termination of Seller’s MPSA.

(1 It is acting for its own account, has made its own independent decision to enter
into this Master Power Agreement and any and all Confirmations related to a Transaction and as
to whether this Master Power Agreement and any such Confirmation is appropriate or proper for
it based upon its own judgment, is not relying upon the advice or recommendations of the other
Party hereto, and is capable of assessing the merits of and understanding, and understands and
accepts, the terms, conditions and risks of this Master Power Agreement and any such
Confirmation or Transaction.

ARTICLE 22. CONSENTS AND APPROVALS
The Parties shall cooperate so that each Party may take such actions as necessary and

required for the other Party to effectuate and comply with this Agreement including to (i)
promptly prepare and file all necessary documentation, (ii) effect all necessary applications,
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notices, petitions and filings and execute all agreements and documents, and (iii) use all
commercially reasonable efforts to obtain all necessary consents, approvals and authorizations of
all other entities, in the case of each of the foregoing clauses (i), (ii) and (iii), necessary or
advisable to consummate the transactions contemplated by this Agreement. The Buyer shall
have the right to review and approve in advance all characterizations of the information relating
to the transactions contemplated by this Agreement which appear in any filing, press release or
public announcement made in connection with the transactions contemplated hereby.

ARTICLE 23. CONFIDENTIALITY

Neither Seller nor the Buyer shall provide copies of or disclose the contents or terms of
Section 5.2(b), Article 7 and Appendix C [BIDDERS: Insert additional sections] of the Master
Power Agreement, (the “Confidential Terms”) to any third party without the prior written
consent of the other Party; provided, however, that either Party may provide a copy of the
Confidential Terms, in whole or in part to (1) any regulatory agency, or governmental authority
with jurisdictional interest, requesting and/or requiring such Confidential Terms, or in order to
comply with any applicable law, regulation, or any exchange, control area or independent system
operator rule or in connection with any court or regulatory proceeding, provided that in the case
of a disclosure pursuant to the foregoing, such disclosure must include a request for confidential
treatment of the Confidential Terms, and (2) an Affiliate if related to the Party’s performance of
its obligations hereunder, provided that such Affiliate agrees to treat the Confidential Terms as
confidential in accordance with this clause.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the Parties have caused their duly authorized representatives
to execute this Master Power Agreement on their behalf as of the date first above written.

THE NARRAGANSETT ELECTRIC COMPANY

Name (print):
Title:

[COMPANY]

Name (print):
Title:
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APPENDIX A
ESTIMATION OF SELLER HOURLY LOADS

Overview

Generating units operated by suppliers are dispatched by the power pool to meet the
region’s electrical requirements reliably, and at the lowest possible cost. As a result, a supplier’s
electricity production may not match the demand of its customers. In each hour some suppliers
with low cost production units or that contract for the output of such units are net sellers of
electricity to the pool, while other suppliers are purchasing power from the pool to meet the
demand of their customers. To determine the extent to which suppliers are net buyers or sellers
on an hourly basis, it is necessary to estimate the hourly aggregate demand for all of the
customers served by each supplier. The Buyer will estimate Seller’s Standard Offer Service load
obligations within the Buyer’s service territory and report the hourly results to the 1SO on a daily
basis.

The estimation process is a cost-effective approach to producing results that are reliable,
unbiased and reasonably accurate. The hourly load estimates will be based on rate class load
profiles, which will be developed from statistically designed samples. Each day, the class load
shapes will be scaled to the population of customers served by each supplier. In cases where
telemetered data on individual customers is available, it will be used in place of the estimated
shapes. On a monthly basis, the estimates will be refined by incorporating actual usage data
obtained from meter readings. In both processes, the sum of all suppliers' estimated loads will
match the total load delivered into the distribution system. A description of the estimation
process follows.

Daily Estimation of Suppliers’ Own Load

The daily process estimates the hourly load for each supplier for the previous day. The
following is an outline of this process:

e Select a proxy date from the previous year with characteristics which best match the day
for which the hourly demand estimates are being produced. Extract class load shapes for
the selected proxy date from the load research database.

e Scale the class load shapes appropriately for each individual customer based on the usage
level of the customer relative to the class average usage level.

e Calculate a factor for each customer which reflects their relative usage level and includes
an adjustment for losses (“load adjustment factor”). Aggregate the load adjustment
factors across the customers served by each supplier in each class.

e Produce a preliminary estimate of each supplier’s hourly loads by combining the proxy

day class load shapes with the supplier’s total load adjustment factors. Aggregate the
loads across the classes for each supplier.
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e Adjust the preliminary hourly supplier estimates so that their sum is equal to the Buyer’s
actual hourly metered loads (as metered at the point of delivery to the distribution
system) by allocating any differences to suppliers in proportion to their estimated load.

e Adjust the hourly supplier estimates to include transmission losses within the Buyer’s
transmission system.

e Submit the hourly loads to the ISO.

After the Buyer has submitted the supplier hourly loads, the ISO will allocate PTF losses to the
supplier’s account during the settlement process.

Monthly Reconciliation Process

The monthly process will improve the estimates of supplier loads by incorporating the
most recent customer usage information, which will be available after the monthly meter
readings are processed. The actual customer meter readings, as well as actual interval data for
the largest customers, are used to re-estimate all of the days in the calendar month being
reconciled. Updates to customers’ account status and supplier assignments that may have been
missed during the daily processing (due to timing) are included. The resulting hourly supplier
load estimates for all the days in the month are reported and used by the 1SO as the basis for the
monthly resettlement.
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APPENDIX B
MASTER POWER AGREEMENT
FORM OF CONFIRMATION

This Confirmation shall confirm the Transaction agreed to on, and effective as of

between THE NARRAGANSETT ELECTRIC COMPANY, a Rhode Island corporation
(“Buyer”) and [Company], a [what] (“Seller”) regarding the sale/purchase of Standard Offer
Service specified herein under the terms and conditions under the Master Power Agreement,
dated [ ] (the “Master Power Agreement”) between Buyer and Seller, as specified and modified

herein. Terms used but not defined herein shall have the meanings ascribed to them in the
Master Power Agreement.

1. Standard Offer Service Requirements Matrix

Award | Customer Load Commencement

Block | Group Load Zone | Responsibility | Date Conclusion Date
TBD TBD TBD TBD TBD TBD

2. Contract Rate - $/MWh

Award | Customer
Block | Group Load Zone | Monthl | Month2 | Month3 | Month4 | Month5 | Month6

TBD TBD TBD TBD TBD TBD TBD TBD TBD

3. Load Asset Designation within the 1SO Settlement Market System

Award Customer Load Load Asset
Block Group Zone Number Load Asset Name
TBD TBD TBD TBD TBD

4. RES Requirement

RES Requirement shall mean, for each calendar month during the term of this
Transaction, zero.

or

RES Requirement shall mean, for each calendar month during the term of this
Transaction the product of (i) Delivered Energy in a calendar month for Last Resort Service in
calendar year 200X and (ii) 0.XX, rounded up to the whole MWh of which up to two percent
(2.0%) may come from Existing Renewable Energy Resources.

5. Amount Payable

The amount payable by the Buyer to Seller in a month shall be:
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(1) The product of (a) the Delivered Energy for Standard Offer Service to the Small
Commercial and Residential Customer Group in a month and (b) Small Commercial
and Residential Contract Rate in the month plus,
(i)  The product of (c) the Delivered Energy for Standard Offer Service to the Large
Commercial and Industrial Customer Group in a month and (d) Large Commercial and
Industrial Contract Rate in the month plus,
(i) The product of (a) the number of New Renewable Energy Resource NEPOOL-GIS
Certificates and Existing Renewable Energy Resource NEPOOL-GIS Certificates
delivered in the month, not to exceed the Aggregate RES Requirement and (b) the
applicable Alternative Compliance Payment Rate less,
(iv)  The product of (a) the RES Requirement and (b)_the applicable Alternative Compliance
Payment Rate.

6. Modifications to the Master Power Agreement
[To be determined for each Transaction]

7. Security

The amount of credit support for this transaction is XXX MILLION UNITED STATES
DOLLARS ($US XXX,000,000.00)

Within five (5) Business Days after the execution of this Confirmation, Seller shall
provide credit support in accordance with Section 7.3 of the Master Power Agreement, and in
any of the forms specified in Section 7.3(b) of the Master Power Agreement.

8. Confidentiality

Articles 1, 2, 3 [additional articles to be determined for each Transaction] of this
Confirmation are Confidential Terms within the meaning of Article 23 of the Master Power
Agreement.

9. Ratification of the Terms and Conditions of the Agreement

@ Except as expressly amended or waived by this Confirmation, the terms,
conditions, covenants, agreements, warranties and representations contained in the Master Power
Agreement are in all respects ratified, confirmed and remade as of the date hereof and, except as
amended or waived hereby, shall continue in full force and effect.

(b) Nothing in this Confirmation shall, or shall be construed to, alter or amend any
other Confirmation.

10. Counterparts

This Confirmation may be executed in counterparts, all of which together shall constitute
one and the same instrument.
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This Confirmation constitutes part of and is subject to the terms and provisions of such
Master Power Agreement.

Remainder of Page Intentionally Left Blank
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IN WITNESS WHEREOF, the Parties have caused their duly authorized representatives
to execute this Confirmation on their behalf as of the date first above written

THE NARRAGANSETT ELECTRIC COMPANY

Name (print):
Title:

[COMPANY]

Name (print):
Title:
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APPENDIX C
FORM OF GUARANTY

Guaranty

This Guaranty (this “Guaranty”), dated effective as of [__], 2009 (the “Effective Date”),
is made and entered into by [ l,a[ ] corporation (“Guarantor”).

WITNESSETH:

WHEREAS, The Narragansett Electric Company (“the Buyer”) and [
], a corporation organized under the laws of the State of [ 1 (“Seller”)
anda [ ] of Guarantor, have entered into that certain Confirmation, dated
(the “Confirmation”), under the Master Power Agreement, dated [ ],
(collectively with the Confirmation, as the foregoing and the terms therein and the obligations
and liabilities thereunder may from time to time and without notice to or consent of the
Guarantor, and without impairing or releasing the obligations of the Guarantor, be amended,
modified, revised, supplemented or waived by Buyer and Seller, the "Agreement™) and

WHEREAS, Guarantor will directly or indirectly benefit from the Agreement between
Seller and the Buyer;

NOW THEREFORE, in consideration of the Buyer entering into the Agreement,
Guarantor hereby covenants and agrees as follows:

1) GUARANTY. Subject to the provisions hereof, Guarantor hereby irrevocably and
unconditionally guarantees the full and faithful timely performance and payment
when due of the obligations of Seller that are now due or may hereafter become due
and payable to the Buyer under the Agreement (the “Obligations”). This Guaranty
shall constitute a guarantee of performance and payment and not of collection. The
liability of Guarantor under this Guaranty shall be specifically limited to performance
and payments expressly required to be made under the Agreement (even if such
payments are or are deemed to be damages) as well as costs of collection and
enforcement of this Guaranty (including attorney’s fees) to the extent reasonably and
actually incurred by the Buyer, but in no event shall Guarantor be subject hereunder
to consequential, exemplary, equitable, loss of profits, punitive or tort damages, or,
except to the extent specifically provided in the Agreement, any other damages.

2) DEMANDS AND NOTICE. Upon the occurrence and during the continuance of an
Event of Default or termination, as may be defined in the Agreement, if Seller fails or
refuses to perform or pay any Obligations and the Buyer elects to exercise its rights
under this Guaranty, the Buyer shall make a demand upon Guarantor (hereinafter
referred to as a “Demand”). A Demand shall be in writing and shall reasonably and
briefly specify in what manner and what amount Seller has failed to perform or pay
and an explanation of why such performance or payment is due, with a specific
statement that the Buyer is calling upon Guarantor to perform and/or pay under this
Guaranty. A Demand satisfying the foregoing requirements shall be required with
respect to Obligations before Guarantor is required to perform or pay (free of any
deductions or withholdings) such Obligations hereunder and shall be deemed
sufficient notice to Guarantor that it must perform the Obligations within two (2)
Business Days, or pay the Obligations within five (5) Business Days, after its receipt
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of the Demand. A single written Demand shall be effective as to any specific default
during the continuance of such default, until Seller or Guarantor has cured such
default, and additional written demands concerning such default shall not be required
until such default is cured. As used herein, the term “Business Day” shall mean a day
on which commercial banks or financial institutions are open for business in the State
of Rhode Island.

3) REPRESENTATIONS AND WARRANTIES. Guarantor represents and warrants
that:

(a) it is a corporation duly organized and validly existing and in good standing
under the laws of the State of [ ] and has the corporate power and authority to
execute, deliver and carry out the terms and provisions of the Guaranty;

(b) the execution, delivery and performance of this Guaranty and each transaction
contemplated by this Guaranty, do not and will not (with or without the lapse of time, the giving
of notice or both, contravene, conflict with or result in a breach of or default under any provision
of its constitution or any writ, order, judgment, law, rule or regulation to which it is a party or is
subject or by which it is bound; and

(c) no authorization, approval, consent or order of, or registration or filing with,
any court or other governmental body having jurisdiction over Guarantor is required on the part
of Guarantor for the execution and delivery of this Guaranty; and

(d) this Guaranty, when executed and delivered, will constitute a valid and legally
binding agreement of Guarantor, except as the enforceability of this Guaranty may be limited by
the effect of any applicable bankruptcy, insolvency, reorganization, moratorium or similar laws
affecting creditors' rights generally and by general principles of equity.

4) SETOFFS AND COUNTERCLAIMS. Without limiting Guarantor’s own defenses
and rights hereunder, Guarantor reserves to itself all rights, setoffs, counterclaims and
other defenses to which Seller or any other affiliate of Guarantor is or may be entitled
to arising from or out of the Agreement or otherwise, except for defenses arising out
of the bankruptcy, insolvency, dissolution or liquidation of Seller, the lack of power
or authority of Seller to enter into, amend and/or perform the Agreement, or waiver or
consent with respect to any provision thereof, or a claim as to the Agreement’s
validity regularity or enforceability, or any similar circumstance which might
otherwise constitute a legal or equitable discharge or defense of a guarantor generally.

5) AMENDMENT OF GUARANTY. No term or provision of this Guaranty shall be
amended, modified, altered, waived or supplemented except in a writing signed by
Guarantor and the Buyer.

6) WAIVER; TERMINATION. Except as required in Section 2 above, Guarantor
hereby waives (a) notice of acceptance of this Guaranty; (b) presentment, demand and
notice of dishonor concerning the liabilities of Guarantor; and (c) any right to require
that any action or proceeding be brought against Seller or any other person, or to
require that the Buyer exhaust its remedies against Seller or seek enforcement of any
performance against Seller or any other person, or against any collateral pledged by
Seller or any other person liable for payment or performance of the Obligations, prior
to any action against Guarantor under the terms hereof. Buyer shall not be obligated
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to file any claim relating to the Obligations in the event that Seller becomes subject to
a bankruptcy, reorganization or similar proceeding, and the failure of the Buyer to so
file shall not affect the Guarantor’s obligations hereunder.

Except as to applicable statutes of limitation, no delay of the Buyer in the exercise of, or
failure to exercise, any rights hereunder shall operate as a waiver of such rights, a waiver of any
other rights or a release of Guarantor from any obligations hereunder.

Guarantor consents to the renewal, compromise, extension, acceleration or other changes
including in the time of payment of and other changes in the terms of the Obligations, or any part
thereof and amendments thereto, or any changes and modifications to the terms of the
Agreement or waivers there under.

Guarantor shall not be discharged or released from its obligations hereunder by any
proceeding, voluntary or involuntary, involving the bankruptcy, insolvency, receivership,
reorganization, liquidation or arrangement of Seller or by any defense which Seller may have by
reason of the order, decree or decision of any court or administrative body resulting from any
such proceeding. Guarantor agrees that this Guaranty shall continue to be effective or shall be
reinstated, as the case may be, if all or any part of any payment made hereunder is at any time
avoided or rescinded or must otherwise be restored or repaid by the Buyer as a result of the
bankruptcy of Seller, or otherwise, all as though such payments had not been made.

This Guaranty and the Guarantor’s obligations hereunder shall remain in effect for the
term of the Agreement.

NOTICE. Any Demand, notice, request, instruction, correspondence or other document
to be given hereunder by any party to another (herein collectively called “Notice”) shall be in
writing and delivered personally or mailed by certified mail, postage prepaid and return receipt
requested, or by telegram or facsimile, as follows:

To the Buyer: To Guarantor:

Director, Electric Supply &
Distributed Generation
National Grid

100 East Old Country Road
Hicksville, NY 11801

(516) 545-3282 (phone) Fax No.:
(516) 545-3130 (fax) Phone No.:

Notice given by personal delivery or mail shall be effective upon actual receipt. Notice
given by telegram shall be effective upon actual receipt if received during the recipient's normal
business hours, or at the beginning of the recipient’s next business day after receipt if not
received during the recipient's normal business hours. Notice given by facsimile shall be
effective upon (i) actual receipt if received during the recipient's normal business hours, or at the
beginning of the recipient's next business day after receipt if not received during the recipient's
normal business hours and (ii) confirmation of receipt by telephone. All Notices by telegram or
facsimile shall be confirmed promptly after transmission in writing by certified mail or personal
delivery. Any party may change any address to which Notice is to be given to it by giving notice
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in accordance with the requirements of this Section.

MISCELLANEOQUS. This Guaranty shall in all respects be governed by, and construed
in accordance with, the law of the State of Rhode Island, without regard to principles of conflicts
of laws.

This Guaranty shall be binding upon Guarantor and its successors and permitted assigns
and inure to the benefit of and be enforceable by the Buyer and its successors and permitted
assigns. The Guarantor may not assign this Guaranty in part or in whole without the prior
written consent of the Buyer. The Buyer may not assign its rights or benefits under this
Guaranty in part or in whole except (i) with the prior written consent of the Guarantor, or (ii)
pursuant to a permitted assignment of Agreement (“Assigned Agreement”), in which case the
assignee will succeed to the rights of the Buyer hereunder arising after the date of such
assignment.  Neither the Guarantor nor the Buyer will unreasonably withhold or delay consent
to assignment.

This Guaranty embodies the entire agreement and understanding between Guarantor and
the Buyer and supersedes all prior agreements and understandings relating to the subject matter
hereof. The headings in this Guaranty are for purposes of reference only, and shall not affect the
meaning hereof.

Time is of the essence of this Guaranty. The remedies provided to the Buyer in this
Guaranty are cumulative and not exclusive of any other remedies provided by law.

Words importing the singular number hereunder shall include the plural number and vice
versa and any pronouns used herein shall be deemed to cover all genders. The term "person™ as
used herein means any individual, corporation, partnership, joint venture, association, joint-stock
company, trust, unincorporated association, or government (or any agency or political
subdivision thereof).

Wherever possible, any provision in this Guaranty which is prohibited or unenforceable
in any jurisdiction shall, as to such jurisdiction, be ineffective only to the extent of such
prohibition or unenforceability without invalidating the remaining provisions hereof, and any
such prohibition or unenforceability in any one jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction.

Remainder of Page Intentionally Left Blank
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IN WITNESS WHEREOF, the Guarantor has executed this Guaranty on ,
2009, but it is effective as of the Effective Date.

[GUARANTOR]

Name (print):
Title:

Appendix C — Page 5
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NARRAGANSETT WHOLESALE LOADS
(GWHS)
Narragansett Load (GWhs)
2008 Class Forecast for 2010 SOS CPS
Standard G62  Large C&l 390 210
Offer Service 6,882 G32  C&l>200kw 1,534 826
G02  General Demand 1,427 159
Last Resort Large Customers 3,351 1,195
Service 269
Competitive S Outdoor Lighting 70
Suppliers (CPS) 1,115 C06  Small General 550
Al6 Residential 3,100
Total 8,266 Small Customers 3,720 -
Total Load 7,071 1,195

Forecasted numbers are illustrative.
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O

Introduction and Qualifications

Please state your full name and business address.
My name is Jeanne A. Lloyd, and my business address is 201 Jones Road, Waltham,

Massachusetts 02451.

Please state your position.

| am the Manager of Electric Pricing, New England in Regulation and Pricing’s
Electricity Distribution and Generation group of National Grid USA Service Company,
Inc. This group provides rate-related support to The Narragansett Electric Company

d/b/a National Grid (“National Grid” or “Company™).

Please describe your educational background and training.
In 1980, I graduated from Bradley University in Peoria, Illinois with a Bachelor’s Degree
in English. In December 1982, | received a Master of Arts Degree in Economics from

Northern Illinois University in De Kalb, Illinois.

Please describe your professional experience?

I was employed by EUA Service Corporation in December 1990 as an Analyst in the
Rate Department. | was promoted to Senior Rate Analyst on January 1, 1993. My
responsibilities included the study, analysis and design of the retail electric service rates,
rate riders and special contracts for the EUA retail companies. After the merger of New

England Electric System and Eastern Utilities Associates in April 2000, | joined the
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Distribution Regulatory Services Department as a Principal Financial Analyst. |
assumed my present position October 1, 2006. Prior to my employment at EUA, | was
on the staff of the Missouri Public Service Commission in Jefferson City, Missouri in the
position of research economist. My responsibilities included presenting both written and
oral testimony before the Missouri Commission in the areas of cost of service and rate

design for electric and natural gas rate proceedings.

Have you previously testified before Rhode Island Public Utilities Commission

(“Commission”)?

Yes.

Purpose of Testimony

What is the purpose of the Company’s filing?

The purpose of my testimony is to request Commission approval of the Company’s
proposed Standard Offer Service (“SOS”) tariff, R.1.P.U.C. No. 2012, which has been
revised to be consistent with the Standard Offer supply procurement plan (“the Plan”) as
described in the testimony of Mr. Smithling. | will also present the Company’s proposal
to transition all Last Resort Service (“LRS”) customers to SOS. Finally, I will discuss

the customer and rate aspects stemming from the proposed Plan.
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Standard Offer Service Rate Proposal

Who is eligible for SOS?

Pursuant to the provisions of the proposed SOS tariff, beginning January 1, 2010, all
customers will be eligible for SOS, including 1) new customers; 2) customers presently
receiving SOS; 3) customers presently receiving Last Resort Service; and 4) customers
previously taking service from a competitive supplier who, for any reason, have stopped

receiving service from that supplier.

Will customers receiving SOS be required to remain on the service for a specified length
of time?
No. Customers will be able to initiate or terminate SOS at any time with no specified

term of service.

Will the Company charge a fee for switching from SOS to competitive supply or back?

No. There will be no fee for initiating or terminating SOS.

You stated that customers currently receiving LRS would begin receiving SOS effective
January 1, 2010. Has the Company considered the statutory requirements of LRS in
proposing this change?

Yes. The provision of LRS is governed by R.1.G.L. § 39-1-27.3. Section (c) of the statute

requires that, “In recognition that electricity is an essential service, each electric distribution
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company shall arrange for a last resort power supply for customers who have left the standard
offer for any reason and are not otherwise receiving electric service from nonregulated power

producers”.

The statute further provides that the Company procure LRS supply from wholesale power
suppliers and that, prior to acquiring last resort supply, the Company file with the
Commission a supply acquisition plan or plans that include the acquisition procedure, the
pricing options being sought, and a proposed term of service for which LRS will be acquired.
The acquisition plan is subject to Commission review and approval and, once an acquisition
plan is approved by the Commission, the Company is authorized to acquire LRS supply
consistent with the approved acquisition plan and recover its costs incurred from providing
LRS pursuant to the approved acquisition plan. The Commission may periodically review
the acquisition plan to determine whether it should be prospectively modified due to changed
market conditions and shall have the authority and discretion to approve special tariff
conditions and rates proposed by the Company that the Commission finds are in the public
interest, including without limitation: (1) short and long term optional service at different
rates; (2) term commitments or notice provisions before individual customers leave LRS; (3)
LRS rates for residential or any other special class of customers that are different than the
rates for other LRS customers; and/or (4) LRS rates that are designed to encourage any class

of customers to return to the market.
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The statute also provides that the Company’s LRS revenues and expenses shall be accounted
for and reconciled with interest on an annual basis and any over recoveries shall be refunded
and any under recoveries shall be recovered by the Company through a uniform adjustment
factor approved by the Commission. As with SOS, the Commission shall have the discretion
to apply such adjustment factor in any given instance to all customers or to such specific
class of customers that the Commission deems equitable under the circumstances provided

that the Company recovers any under recovery in its entirety.

Does the Company’s proposed SOS tariff satisfy the requirements of R.1.G.L. 8 39-1-27.3
regarding LRS?
Yes. The Company’s proposed SOS complies with all of the requirements of R.1.G.L. § 39-

1-27.3 for providing LRS.

How will LRS customers be transitioned to SOS?

Effective January 1, 2010, the provision of LRS will terminate and all LRS customers
will be immediately transitioned to SOS. Because SOS will be effective for consumption
on and after January 1, 2010, most customers’ bills received during the billing period
following the effective date will reflect charges for service for both LRS and the new
SOS. This will appear on a customer’s bill as a blended rate, reflecting the prices for
LRS for kilowatt-hours consumed prior to January 1% and SOS prices for kilowatt-hours

consumed after January 1.
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How and will the Company be communicating the change in how it procures and prices
commodity service to its customers?

The Company is in the process of developing a customer information plan to
communicate the new provisions of SOS to customers. Once the Company has received
final approval of the Plan from the Commission, the Company will finalize the customer
information plan and submit the details to the Commission prior to initiating customer

communications.

What will be the monthly charge for SOS?

For the large commercial and industrial (“C&aI”) class, representing customers on Rates
G-02 (General C&l), G-32 (200 kw Demand Rate), G-62 (3,000kW Demand Rate),
Backup Service Rates B-32 and B-62 and Electric Propulsion Rate X-01, the SOS rate
will vary monthly and will be based on the actual monthly prices contained in the supply
contracts. For the Small Customer class, representing customers on Rates A-16 (Basic
Residential Rate), A-60 (Low Income Rate), C-06 (Small C&I Rate), S-10 (Limited
Service — Private Lighting) and S-14 (General Street Lighting Service), the SOS rate will
be fixed for six months and will reflect the weighted average of the monthly prices
contained in the supply contracts for the applicable six-month period. All customers
receiving SOS will be subject to a Renewable Energy Standard charge pursuant to the
proposed Standard Offer Service rates, R.I1.P.U.C. No. 2012, and the Commission’s Rules

Governing the Implementation of a Renewable Energy Standard. Monthly rates for each

R:\2009 neco\Supply Procurement Proceeding\filing\JALtestimony-2009.final.doc



10

11

12

13

14

15

16

17

18

19

20

21

NARRAGANSETT ELECTRIC COMPANY

d/b/a NATIONAL GRID

R.I.P.U.C. DOCKETNO.

STANDARD OFFER SUPPLY PROCUREMENT PLAN FILING
WITNESS: JEANNE A. LLOYD

PAGE 7 of 10

rate class will be listed on an SOS tariff supplement which will be updated with each

supply procurement results filing.

In addition, Small Customers, whose rates reflect a weighted average of the monthly
contract prices for each pricing period, will be subject to a billing adjustment when
terminating SOS to take service from a competitive supplier. Specifically, the billing
adjustment shall be based on the difference between the SOS rate in effect for the current
pricing period and the actual monthly contract rates for the same period, multiplied by the
Customer's kilowatt-hour usage during the same period. The billing adjustment can be

either a charge or a credit.

What is the purpose of the billing adjustment described above?

The billing adjustment will ensure that customers pay the actual cost of the service that
they are receiving and will also mitigate the potential for under or over recovering SOS
as customers leave SOS to take commodity service from competitive suppliers.
Customers who leave SOS mid-period after having paid an average rate that was less than
the actual monthly rates for the months that the customer was receiving SOS will leave
behind an under recovery for other customers to pay. Conversely, customers who paid an
average rate that was higher than the monthly rates, will have paid more than the actual
cost of the service and will leave an over recovery for the benefit of other customers.

Applying the billing adjustment will ensure that customers pay for the actual cost of the
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service that they have received.

Please describe the process for filing SOS rate changes.

As described in the Plan in Section 11.D, once the company has received final bids from
suppliers for the procurement period and executed final supply contracts, a filing will be
made with the Commission to communicate information regarding the contracts awarded
and the final bid prices. Included with the filing will be the SOS tariff supplement
containing the new retail prices for each rate class for the pricing period. The executed

contracts and SOS rates will be filed at least thirty days in advance of the effective date.

When will SOS rate changes occur?

As described in the Plan in Section 11.C and Attachment 1 and in Mr. Smithling’s
testimony, the Company plans to conduct supply procurements for SOS every February,
May, August and November. Subsequent rate changes will be effective on April 1, July
1, October 1 and January 1 for the Large C&I customers and on April 1 and October 1 for

the Small Customers.

Since the Company must procure one-hundred percent of the Small Customer load by
January 1, 2010, the first pricing period for the Small Customers will be only three

months, from January 1, 2010 through March 31, 2010.
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How will rate changes be communicated to customers?

A. Once the results of the each procurement and the retail rates have been communicated to

the Commission, the new rates will be posted on the Company’s website and Interactive

Voice Response (“IVR”) system prior to the effective date of the rate change.

Is the Company planning to offer a time-of-use pricing option to customers?

A. Not at this time. However, the Company intends to develop a pilot program to

investigate the potential for time-of-use commodity pricing. The pilot program is
currently under development and the Company will file its proposal for a pilot program in

a separate filing during 2010.

How will the costs of SOS be recovered?

A. Currently, the recovery of SOS costs is authorized through the Standard Offer

Adjustment Provision, R.I.P.U.C. No. 2002. The Company intends to continue its current
process of filing its annual reconciliation in November of each year for costs incurred
during the prior October through September period. However, because the procurement
process for large C&I customers and residential and small C&I customers will be
somewhat different, the Company proposes to include separate reconciliations for large
C&I customers and residential and small C&I customers, similar to the way LRS is
currently reconciled. In each annual filing, the Company will propose the specific

method of cost recovery for both classes.
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IV.  Conclusion
Q. Does this conclude your testimony?

A. Yes it does.
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R.I.LP.U.C. No. 2012
Sheet 1
Canceling R.I1.P.U.C. No. 2003 and R.I.P.U.C. No. 2011-A

NARRAGANSETT ELECTRIC COMPANY
TARIFF FOR STANDARD OFFER SERVICE

AVAILABILITY

Standard Offer Service shall be available to all Customers (including new Customers)
who have not elected to take their electric supply from a non-regulated power producer or any
Customer who, for any reason, has stopped receiving Generation Service from a non-regulated
power producer.

MONTHLY CHARGE

The Charge for Standard Offer Service will be the sum of the applicable Standard Offer
Service charges in addition to all appropriate Retail Delivery charges as stated in the applicable
tariff. The monthly charge for Standard Offer Service shall also include the costs incurred by the
Company to comply with the Renewable Energy Standard, established in R.I1.G.L. Section 39-
26-1 and the costs to comply with the Commission’s Rules Governing Energy Source
Disclosure.

RATE FOR ALL CLASSES

The Supplemental Schedule to this tariff sets forth the rates for each rate class for the
specified period. These rates are subject to change at the end of the period specified in the
Supplemental Schedule. The Company will file a new Supplemental Schedule for the next
pricing period prior to the expiration of the current period.

The rates for each rate class shall be as follows:
Small Customer (Rates A-16, A-60, C-06, S-10 and S-14). The rates applicable to this

class shall be a fixed price that represents a weighted average of the actual monthly
contract prices over the period specified in the Supplemental Schedule.

Large Commercial & Industrial (Rates G-02, B-32, G-32, B-62, G-62 and X-01). The
rates applicable to this class shall be a fixed monthly price that changes each month and
represents the actual monthly contract prices for each month of the period specified in the
Supplemental Schedule.

TERMINATION OF STANDARD OFFER SERVICE

Standard Offer Service may be terminated by a Customer upon the next scheduled meter
read provided that notice of the change of supplier was received in accordance with the
Company’s Terms and Conditions for Nonregulated Power Producers.

There shall be no fee for terminating Standard Offer Service.



R.I.LP.U.C. No. 2012
Sheet 2
Canceling R.I1.P.U.C. No. 2003 and R.I.P.U.C. No. 2011-A

BILLING ADJUSTMENT WHEN LEAVING STANDARD OFFER SERVICE

Small Customers who leave Standard Offer Service to receive Generation Service from a
non-regulated power producer shall be subject to a billing adjustment for the time they were
billed under the Standard Offer Service rate during the current pricing period. Specifically, the
billing adjustment shall be based on the difference between the Standard Offer Service rate in
effect for the current pricing period and the actual monthly contract rates for the same period,
multiplied by the Customer's kilowatt-hour usage during the same period. The billing
adjustment can be either a charge or a credit.

RATE CHANGES

The rates set forth in this tariff are effective for usage on and after the Effective Date.
Any changes will be filed with the Commission and are subject to Commission review and
approval.

Effective Date: January 1, 2010



ILLUSTRATIVE

NARRAGANSETT ELECTRIC COMPANY

JANUARY 2010 THROUGH MARCH 2010
RATE SCHEDULE FOR STANDARD OFFER SERVICE

In accordance with the terms of the Tariff for Standard Offer Service, the rates for Standard Offer
Service for customers receiving such service from the Company, are as follows. All rates will be applied
as a uniform ¢ per KWh charge, for usage on and after the first day of each calendar month.

Standard Offer Renewable Energy
Rate Class Service Charge Standard Charge
Small Customer (A-16, A-60, C-06, S-10, S-14) 0.000¢ per kWh 0.093¢ per kWh

Large C&I (Rates G-02, B-32, G-32, B-62, G-62 and X-01)

January 2010: 0.000¢ per kWh 0.093¢ per kWh
February 2010: 0.000¢ per kWh 0.093¢ per kWh
March 2010: 0.000¢ per kWh 0.093¢ per kWh

The price for the Small Customer groups (A-16, A-60, C-06, S-10, S-14) is effective for the period
January 1, 2010 through March 31, 2010.

Effective Date: January 1, 2010
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Legal Notice of National Grid’s Filing for
Standard Offer Procurement Plan

R.1.P.U.C. Docket No.

Pursuant to the Rhode Island General Laws, Sections 39-3-10, 39-3-11, National Grid
filed with the Rhode Island Public Utilities Commission (PUC) on March 2, 2009 its
Standard Offer portfolio procurement plan for 2010. National Grid has requested
approval of the portfolio procurement plan to become effective on or after January 1,
2010. This plan is submitted in compliance with the provisions of R.I1.G.L. 839-1-27.8
and 39-1-27.3. The Company’s Plan is designed to procure energy supply to meet the
requirements of standard offer customers. The supply procurement plan includes the
acquisition procedure, the pricing options being sought, and proposed terms of service for
which standard offer service will be acquired.

A copy of the filing is on file for examination at National Grid, 280 Melrose Street,
Providence, Rhode Island and at the office of the Public Utilities Commission, 89
Jefferson Blvd., Warwick, Rhode Island. This notice is given pursuant to the PUC’s
Rules of Practice and Procedure as adopted on May 1, 1998. The Commission is
accessible to the handicapped. Individuals requesting interpreter services for the hearing
impaired must contact the Clerk of the Commission seventy-two hours in advance of the
hearing.

National Grid
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