DIVISION OF PUBLIC UTILITIES AND CARRIERS
MEMORANDUM

TO: LULY MASSARO DATE: 5/25/10
PUBLIC UTILITIES COMMISSION

FROM: STEPHEN SCIALABBA
DIVISION OF PUBLIC UTILITIES

SUBJECT: SECOND AMENDED COMPLIANCE FILING OF NATIONAL GRID, DOCKET 4065.

On April 30, 2010, National Grid submitted its 2" amended compliance filing in docket
4065. This filing was necessitated by the fact that the Company had a pending significant long-
term debt issuance at the time of the Commission’s decision in this docket. The sale of the
bonds, in an amount of $550 million, did not close until mid-March, after the PUC’s decision
and after the March 1 effective date of rates. As a result of the timing issue, the Division and
Company entered into a stipulation on 2/8/10 whereby the Company was allowed to include an
estimate of its effective long-term debt rate, 5.6%, as a “placeholder” and the amended
compliance filing (2/26/10) had rates based upon the resulting revenue requirement
incorporating the stipulated long-term debt rate.

The actual results of the sale as reported by the Company on 3/26/10 (attached)
indicate that $550 million of bonds were sold, in two separate tranches of varying terms, and
that the total average long-term debt rate, including all issuance costs is 5.298%, as compared
to the 5.6% assumed in the 2/26 compliance filing. Therefore National Grid has now
recomputed both its revenue increase and its lost revenue factor to reflect the appropriate
rates, as if they were in effect on 1/1/10.

As a result of the lower debt rate, the overall weighted allowed return of National Grid
is reduced to 7.04% (see NG-RLO-2(C), p. 39, 2" amended filing). This compares to 7.20% in the
amended compliance filing of 2/26/10. The annual effect of the lower debt rate on the rate
increase has been to decrease it by $890,000, from $16,409,000 to $15,519,000. (Compare NG-
RLO-1, p.1, line 3, in the 2/26 and 4/30 filings). All class rates in the 2" amended filing have
been calculated in a manner consistent with the decisions in the Commission’s rate Order, and
thus, the original amended compliance filing of 2/26. Additionally, the lost revenue factors
approved effective 3/1/10 have been reduced uniformly by $0.00004, as shown on Schedule
NG-HSG-13(C), 2" amended compliance filing.

The Division therefore recommends approval of the tariffs and the Lost Revenue Factors
filed on April 30, 2010 for deliveries on and after June 1, 2010.
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Thomas R. Teehan
Senior Counsel

March 26, 2010

VIA HAND DELIVERY & ELECTRONIC MAIL
Luly E. Massaro, Division
Rhode Island Division of Public Utilities and Carriers
89 Jefferson Boulevard
Warwick, RI 02888
RE: Docket No. D-09-49 - Long-Term Debt Issuance

Dear Ms. Massaro:
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Pursuant to paragraph 9 of the Settlement Agreement that the Division of Public Utilities and
Carriers (“Division”) approved in the above-referenced Division docket, I am providing this statement of the

basic terms of each issue following the close of the Initial Issuance under the Settlement Agreement.

4.534% Senior Notes due 2020

Issuer: The Narragansett Electric Company
Ranking: Senior Unsecured

Type: Regulation S/Rule 144A

Size: $250,000,000

Maturity: March 15, 2020

Coupon: 4.534%

Price to Public: 100%

Yield to maturity: 4.534% semi-annual

5.638% Senior Notes due 2040

Issuer: The Narragansett Electric Company
Ranking: Senior Unsecured

Type: Regulation S/Rule 144A

Size: $300,000,000

Maturity: March 15, 2040

Coupon: 5.638%

Price to Public: 100%

Yield to maturity: 5.638% semi-annual

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,
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Thomas R. Techan

Enclosure
ce: Steve Scialabba, Division
Leo Wold, Esq.
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