
  
 
 
 
 
 

February 5, 2010 
 
 

VIA HAND DELIVERY & ELECTRONIC MAIL 
 
 
Luly E. Massaro, Commission Clerk 
Rhode Island Public Utilities Commission 
89 Jefferson Boulevard 
Warwick, RI  02888 
 
 RE: Docket 4140 – Annual Retail Rates 2010 
  Responses to Record Requests 
 
Dear Ms. Massaro: 
 
 Enclosed please find ten (10) copies of National Grid’s1 responses to Record Requests that were 
issued at the Commission’s evidentiary hearing on February 3, 2010, in the above-captioned proceeding. 
 
 Thank you for your attention to this transmittal.  If you have any questions, please feel free to 
contact me at (401) 784-7667. 
 
        Sincerely, 

 
        Thomas R. Teehan 
 
Enclosures 
 
cc: Docket 4140 Service List 
 Leo Wold, Esq. 
   
 
 
 
 
 
 
 

                                                 
1 The Narragansett Electric Company d/b/d National Grid 

Thomas  R. Teehan 
Senior Counsel 

280 Melrose Street, Providence, RI  02907 
T: 401-784-7667 � F: 401-784-4321 � thomas.teehan@us.ngrid.com �  www.nationalgrid.com 



Certificate of Service 
 
I hereby certify that a copy of the cover letter and/or any materials accompanying this certificate 
were electronically submitted, sent via US Mail, or hand-delivered to the individuals listed 
below.   
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The Narragansett Electric Company 
d/b/a National Grid 

Docket No. 4140 - Retail Rates 2010  
Responses to Evidentiary Hearing 

 Record Requests 
Issued February 3, 2010 

   
 

Record Request 1 
 

Request: 
 
Is the increase in the deferred tax liability resulting in a reduction in National Grid 
transmission expenses, a result of an IRS tax law change or a change in Company policy? 
 
Response: 
 
A Company change in an income tax accounting method is causing the increase in 
deferred tax liability. The Company changed its method of accounting for routine repair 
maintenance costs for income tax purposes.  Similar to accelerated depreciation 
principles embedded in tax law, this change in accounting method results in expenses 
being recognized for tax purposes faster than such expenses are recognized for regulatory 
accounting purposes. For regulatory accounting purposes, the Company capitalizes 
expenditures if they constitute one or more "units of property".  
 
The property units have been developed in order to conform to current and historic 
regulatory requirements as required by the Federal Energy Regulatory Commission 
("FERC") and the other regulatory agencies. Prior to the change in income tax accounting 
method, the Company historically would follow regulatory accounting treatment for 
income tax purposes.

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Prepared by or under the supervision of:  Charles V. DeRosa 



The Narragansett Electric Company 
d/b/a National Grid 

Docket No. 4140 - Retail Rates 2010  
Responses to Evidentiary Hearing 

 Record Requests 
Issued February 3, 2010 

   
 

Record Request 2 
 

Request: 
 
How long has the Company taken to review the proposed tax change for their 
appropriateness and could the Company be challenged by the Internal Revenue Service? 

 
Response: 
 
On March 10, 2008 the IRS issued proposed regulations on deduction and capitalization 
of expenditures related to tangible property under Internal Revenue Code Section 263(a). 
Around this time the Company began considering an accounting method change that 
would reduce the quantity of assets that were capitalized consistent with these proposed 
regulations. In mid-2009 the Company determined that it would seek this change.  We 
filed a IRS Form 3115, Application for a Change in Accounting Method, in August to 
begin this change with year ending March 31, 2010 ("FY2010").  On September 21, 2009 
the IRS finalized Rev. Proc. 2009-39 that made the change an Automatic Accounting 
Method Change for all taxpayers. This means a taxpayer receives immediate approval to 
make the change upon the filing of IRS Form 3115.  The Company determined it would 
be beneficial to withdraw the 3115 for FY2010 and submit an a revised 3115 
immediately taking advantage of the new automatic option for the year ending March 31, 
2009 ("FY2009"), which was due to the IRS on December 15, 2009.  The Company filed 
Form 3115 for this accounting method change at the end of 2009 just prior to submitting 
our FY2009 tax return.  
 
We believe the Company is entitled to a current deduction for routine repair and 
maintenance costs. This belief notwithstanding, the Company understands there is a risk 
the IRS could prevail in a challenge to certain judgments that have been made where 
there is a lack of guidance in tax law. On January 22, 2010, the IRS announced that this 
change is a Tier I issue and specifically focused its field agents on changes being made in 
the utility industry. Thus, the Company expects to debate the merits of its position on 
audit. 
 
 

 
 
 
 

Prepared by or under the supervision of:  Charles V. DeRosa



The Narragansett Electric Company 
d/b/a National Grid 

Docket No. 4140 - Retail Rates 2010  
Responses to Evidentiary Hearing 

 Record Requests 
Issued February 3, 2010 

   
 

Record Request 3 
 

Request: 
 
Does the transmission formula rate at FERC include an un-collectible factor? 

 
Response: 
 
Yes.  Schedule 21-NEP, Attachment RR, Item I.N., provides for the recovery of bad debt 
expense as recorded on New England Power Company’s books in FERC Account 904.  
See Sheet No. 3122 in Schedule 21-NEP. 
 
This provision provides for any recovery of bad debt expenses incurred by New England 
Power Company from its wholesale transmission customers.  Approximately 94% of 
New England Power Company’s transmission revenues are attributed to its affiliates, 
Massachusetts Electric Company, The Narragansett Electric Company, and Granite State 
Electric Company.  The remaining 6% of transmission revenues are attributed to 
wholesale municipal customers connected to New England Power Company’s 
transmission system.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Prepared by or under the supervision of:  James L. Loschiavo
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The Narragansett Electric Company 
d/b/a National Grid 

Docket No. 4140 - Retail Rates 2010  
Responses to Evidentiary Hearing 

 Record Requests 
Issued February 3, 2010 

   
 

Record Request 4 
 

Request: 
 
Please provide the transmission formula rate revenue requirements in the ISO-NE Tariff, 
Schedule 21-NEP Attachments RR, and Section II of the ISO/RTO Tariff, Attachment F. 
 
Response: 
 
Please see Attachment RR from Schedule 21-NEP and Attachment F (Schedule 9) from 
Section II of the ISO New England Open Access Transmission Tariff, attached. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Prepared by or under the supervision of:  James L. Loschiavo 
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