nationa |g I'id Senior Counsel

August 1, 2014
BY HAND DELIVERY AND ELECTRONIC MAIL

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

Warwick, Rl 02888

RE: Docket 4382 - Fiscal Year 2014 Electric Infrastructure, Safety, and Reliability Plan
Fourth Quarter Report, Annual Report, and Reconciliation Filing

Dear Ms. Massaro:

On behalf of National Grid," relating to the Company’s Fiscal Year (“FY”) 2014 Electric
Infrastructure, Safety, and Reliability (*ISR”) Plan, | have enclosed ten copies of the Company’s
Fourth Quarter Report, Annual Report, and Reconciliation filing. Pursuant to the approved ISR
Plan and the Infrastructure, Safety, and Reliability Provision, R.1.P.U.C. No. 2188, after the end of
the ISR Plan year, which runs from April 1 through March 31, the Company must file annually, by
August 1 of each year, the proposed CapEx Reconciling Factors and O& M Reconciling Factor that
will become effective for the twelve months beginning October 1. The CapEx Reconciling Factors
recover or credit the difference between the reconciliation of actual billed revenue generated from
the CapEx Factors and the actual Cumulative Revenue Requirement for the applicable plan year.
Similarly, the annual O&M Reconciling Factor recovers or credits the difference between the
reconciliation of actual billed revenue from the O& M Factor and actual Inspection and
Maintenance (“1&M”) program expense and actual Vegetation Management (“VM™) program
expense for the ISR Plan year. Additionally, on August 1, the Company must submit an annual
report on the prior fiscal year’ s ISR Plan activities and include descriptions of deviations from the
original plans approved by the Rhode Island Public Utilities Commission (“PUC").

Thisfiling provides the actual plant-in-service for discretionary and non-discretionary
capital investment and associated cost of removal and actual VM and &M expenses for the period
April 1, 2013 to March 31, 2014. Asexplained in thisfiling, the actual plant-in-service investment
is compared to the budgeted amounts for these categories as approved by the PUC in the FY 2014
Electric ISR Plan. The plant-in-service investment and the O&M expenses are then used in the
calculation of the revenue requirement for the annual reconciliation of investment and expenses for
the fiscal year. Thisrevenue requirement isthen compared to actual revenue billed, and any
difference forms the basis for the proposed Electric ISR Plan reconciliation factors for effect
October 1, 2014. Thisfiling also includes details on the Company’ s actual discretionary and non-

! The Narragansett Electric Company d/b/aNational Grid (hereinafter referred to as “National Grid” or the
“Company”).
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discretionary capital investment spending by category during FY 2014. Finaly, thisfiling includes
asummary of the Company’ s Reliability Performance through December 31, 2013.

The pre-filed direct testimonies of Jennifer Grimsley, William R. Richer, and Scott M.
McCabe are enclosed with thisfiling. Ms. Grimsley presents the Company’s FY 2014 Fourth
Quarter Electric ISR Plan Report, the FY 2014 Annual Report, and the FY 2014 Annual
Reconciliation filing related to the FY 2014 Electric ISR Plan approved by the PUC in this docket.
Mr. Richer’ s testimony describes the cal culation of the revenue requirement based on the actual
capital plant-in-service and the total actual VM and 1&M expenses for the fiscal year. His
testimony also includes a description of the revenue requirement model and attachments that
support the final revenue requirement. As explained in Mr. Richer’s testimony, for the FY 2014
filing, the Company has an updated revenue requirement of approximately $11 million. Mr.
McCabe' s testimony includes a description of the reconciliation of the final actua FY 2014
revenue requirement against revenue billed in support of that revenue requirement, the proposed
factors resulting from the reconciliation, and the bill impacts of those proposed factors. The impact
of the proposed CapEx Reconciling Factor and the proposed O& M Reconciling Factor on atypical
residential customer receiving Standard Offer Service and using 500 kWhs per month is a decrease
of $0.04, or approximately 0.0%, from $86.65 to $86.61.

Thank you for your attention to this transmittal. If you have any questions, please contact
me at (781) 907-2121.

Very truly yours,

Raquel J. Webster

Enclosures

CC: Docket 4382 Service List
LeoWold, Esqg.
Steve Scialabba, Division
James Lanni, Division
Al Contente, Division

40 Sylvan Road, Waltham, MA 02451
T:781-907-2121 ™ raquel.webster@nationalgrid.com EMwww.nationalgrid.com



National Grid

The Narragansett Electric Company

FY 2014 Electric Infrastructure,
Safety, and Reliability Plan

Fourth Quarter Report,
Annual Report, and
Annual Reconciliation

August 1, 2014

Docket No. 4382

Submitted to:
Rhode Island Public Utilities Commission

Submitted by:

nationalgrid



Testimony of
Jennifer L. Grimsley



THE NARRAGANSETT ELECTRIC COMPANY

d/b/aNATIONAL GRID

R.I.P.U.C. DOCKET NO. 4382

FY 2014 ELECTRIC INFRASTRUCTURE, SAFETY, AND RELIABILITY PLAN
FOURTH QUARTER REPORT, ANNUAL REPORT, AND

ANNUAL RECONCILIATION FILING

WITNESS: JENNIFER L. GRIMSLEY

PRE-FILED DIRECT TESTIMONY

OF

JENNIFER L. GRIMSLEY

August 1, 2014



THE NARRAGANSETT ELECTRIC COMPANY

d/b/aNATIONAL GRID

R.I.P.U.C. DOCKET NO. 4382

FY 2014 ELECTRIC INFRASTRUCTURE, SAFETY, AND RELIABILITY PLAN
FOURTH QUARTER REPORT, ANNUAL REPORT, AND

ANNUAL RECONCILIATION FILING

WITNESS: JENNIFER L. GRIMSLEY

V.

VI.

Table of Contents

Introduction and QUAalifICALIONS..........eiiiiiiiiiiece e 1
PUIPOSE Of TESHIMONY ...ttt sr et 2
Plant-1N-SerViCe OVEI VIEW.......cc.oiiiiiiiieeeeesie et 3
Actual Capital SPENAING....cccoiiiiieeee et e e 4
(O 11V S o1 0T [ T PP 6

Reliability



10

11

12

13

14

15

16

17

18

19

20

21

THE NARRAGANSETT ELECTRIC COMPANY

d/b/aNATIONAL GRID

R.I.P.U.C. DOCKET NO. 4382

FY 2014 ELECTRIC INFRASTRUCTURE, SAFETY, AND RELIABILITY PLAN
FOURTH QUARTER REPORT, ANNUAL REPORT, AND

ANNUAL RECONCILIATION FILING

WITNESS: JENNIFER L. GRIMSLEY

PAGE 10F 7

INTRODUCTION AND QUALIFICATIONS

Please state your name and business addr ess.
My nameis Jennifer L. Grimsley. My business addressis 40 Sylvan Road, Waltham,

M assachusetts 02451.

By whom areyou employed and in what capacity?

| am employed by National Grid USA Service Company, Inc. (“ Service Company”) as
Director, Network Strategy, New England Electric. | am responsible for regulatory
filings and regulatory compliance related to the electric distribution operations of The
Narragansett Electric Company d/b/a National Grid (the “Company”). | am also
responsible for similar filings relating to National Grid’ s electric distribution operations

in Massachusetts.

Please describe your educational background and professional experience.

In 1986, | graduated from Washington University with abachelor’s degree in electrical
engineering. In 1991, | graduated from Rivier College with a master’ s degree in business
administration. 1n 1986, | began my engineering career as an associate engineer with
Massachusetts Electric Company (“Mass. Electric”) in North Andover. 1n 1993, | was
promoted to district engineering manager for Mass. Electric in Northampton, and have
held various engineering and management positions since that time, including Project

Manager for the Reliability Enhancement Program in 2006. 1n 2007, | became Manager of
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Asset Strategy and Policy and was responsible for devel oping the strategies to replace
distribution assets. In 2008, | was promoted to Director, Asset Strategy and Policy. In
2009, | became Executive Advisor to the Chief Operating Officer of Electricity Operations
for National Grid. In 2011, | assumed my current role as Director, Network Strategy, New

England Electric.

Have you previoudly testified before the Rhode Island Public Utilities Commission
(“PUC")?

Yes. | havetestified in support of the previous Electric Infrastructure, Safety and
Reliability (“ISR”) Plan filingsin Docket Nos. 4218, 4307, 4382, and 4473. | also

testified in the Contact Voltage Proceeding in Docket No. 4237.

PURPOSE OF TESTIMONY

What isthe purpose of your testimony?

The purpose of this testimony isto present the Company’s Fiscal Year (“FY”) 2014
Fourth Quarter Electric ISR Plan Report, the FY 2014 Annua Report, and the FY 2014
Annual Reconciliation filing related to the FY 2014 Electric ISR Plan approved by the

PUC inthisdocket. Thisfiling provides the actual plant-in-service for discretionary and
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non-discretionary capital investment and associated cost of removal (“COR”)?, the actual
V egetation Management (“VM”) expenses, and the actual Inspection and Maintenance
(“1&M™) expenses for the period April 1, 2013to  March 31, 2014. Asdescribed in his
testimony in thisfiling, Mr. William Richer uses this plant-in-service investment and the
Operation and Maintenance (“O&M”) expenses for VM and 1&M to calculate the FY
2014 Electric ISR Plan revenue requirement. Asexplained in Mr. Scott M. McCabe's
testimony in thisfiling, this revenue requirement is then reconciled against actual revenue
billed during FY 2014. The specific FY 2014 Electric ISR Plan plant-in-service
additions and COR by categories, aswell as actual spending, are included in Attachment

JLG-1 attached to this testimony.

1. PLANT-IN-SERVICE OVERVIEW

Q. Please provide an overview of the plant-in-servicefor FY 2014.

A. Asshown on Table 1 in Attachment JLG-1, the Company placed $56.1 million of plant-
in-service. Thisamount is $2.7 million more than the forecasted amount of
approximately $53.4 million for plant-in-service for FY 2014. Thisamount of $2.7
million is primarily driven by avariance of $4.5 million above the forecasted amount in

the non-discretionary category. This $4.5 million is offset by a variance of $1.7 million

! Under the Electric ISR Plan, discretionary capital investment for afiscal year must be reconciled to the lesser of
the actual capital investment placed-in-service and the level of approved spending on a cumulative basis. Non-
discretionary capital investment for afiscal year must be reconciled to the actual capital investment placed-in-
service. Docket No. 4218, Report and Order No. 20852 at 6 (December 12, 2011).
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below the forecasted amount in the discretionary category. Details on these variances are

10

11

12

13

14

15

16

17

18

19

20

included in Section | of Attachment JLG-1.

Asexplained in Mr. Richer’ s testimony, the plant-in-service amounts and the COR
provided in Table 2 in Attachment JLG-1 are used to calculate the revenue requirement
included in the ISR Plan reconciliation for FY 2014. These amounts are reflected in the
Electric ISR Plan reconciliation factors. The capital spending amounts are not used in

this calculation.

ACTUAL CAPITAL SPENDING

Please summarize the Company’s actual capital spending for FY 2014 for the
Electric ISR Plan.

As set forth in Table 3 in Attachment JLG-1, for FY 2014, the Company spent $78.0
million for capital investment under the Electric ISR Plan. This amount was $18.4
million above budget against an annual approved budget of $59.6 million. The $18.4
million variance included approximately $5.0 million in the non-discretionary capital
category. Thiswas primarily driven by a $4.3 million variance above budget in the
Damage/Failure category, which was primarily due to increased costs in the overhead
line blanket and additional costs from major storms from prior years. In addition, there

was an additional $0.6 million variance above budget for certain public requirements
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related to the I-195 project and new business (commercial and residential) in the

Customer Request/Public Requirements’ category.

A $13.4 million spending variance above budget for the System Capacity and
Performance category also contributed to the $18.4 variance above budget in the
discretionary capital category (Asset Condition, Non-Infrastructure and System Capacity
and Performance). This variance was driven primarily by the increased cost and
completion of asignificant number of projects for Load Relief. Thisincluded a $5.7
million variance above budget for the Highland Drive project, which was initially
incorrectly budgeted as Transmission work instead of Distribution work, and a $1.9
million over-budget variance for the Johnston #18 Substation due to the accel eration and
completion of thiswork ahead of schedule. Asdiscussed in more detail in Attachment
JLG-1, the remaining variance of $5.8 million is attributable to either variances on
smaller individual projects or work on individual projects, which have progressed as
budgeted and have not required full use of the negative schedule reserve included in the
FY 2014 budget. The Company uses negative schedul e reserves with the goal of
eliminating churn when projects do not proceed as scheduled due to delays from things
such as permitting, obtaining easements, tel ephone pole sets, or other issues that were

unknown when the budget was finalized. While spending on System Capacity and

2 |n the Company’ s prior Electric ISR Plan filings with the PUC, the Customer Request/Public Requirement
category was previously referred to as the Statutory/Regulatory category.
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VI.

Performance was significantly above budget, the majority of this was on multi-year
projects with in service dates over the next several years and, therefore, had no impact on

the plant-in-service for FY 2014.

O& M SPENDING

Please summarize the Company’s actual O& M spending for the FY 2014 Electric
ISR Plan.

As shown on Table 10 in Attachment JLG-1, the total VM spending for FY 2014 was
$8.53 million compared to an approved budget of $8.48 million. In addition, as shown
on Table 11, the overall 1&M spending was approximately $3.6 million compared to an
approved budget of $3.8 million. Detailed information regarding the VM and &M
variances and the work completed is discussed in Sections 111 and 1V of Attachment

JLG-1.

RELIABILITY

Please summarize theresults of the Company’sreliability performance for FY 2014.
Table 12 in Attachment JLG-1 presents the Company’ s Reliability Performance for
calendar year 2013 (“CY 2013”). Asshownin Table 12, the Company met both its
SAIFI and SAIDI performance metricsin CY 2013, with SAIFI of 0.72, against atarget
of 1.05, and SAIDI of 57.28 minutes, against atarget of 71.9 minutes. Overall, the

Company’ s performance has shown a downward (improving) trend over the past severa
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years with major event days excluded. For CY 2013, the Company had three days from
two separate events that were characterized as major event days. The most significant
single event was the Nor’ easter on February 8, 2013. Asaresult of this storm,
approximately 238,000 customers were interrupted with all customers restored by
February 13, 2013. Only the first two days of the storm exceeded the major event day
threshold of 5.74 minutes. All eventsin 2013 characterized as major event days are
shown in Table 13. Table 14 provides the overall reliability performance measures

including major event days.

Doesthis conclude thistestimony?

Yes, it does.



Attachment JLG-1
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Electric I nfrastructure, Safety, and Reliability Plan
FY 2014 Fourth Quarter Report, Annual Report,
and Annual Reconciliation Filing

Executive Summary

In accordance with tariff, R.I.P.U.C. No. 2044, Sheets 1-4, The Narragansett Electric
Company d/b/al National Grid (the “Company”) submits this fourth quarter report, annual
report, and annual reconciliation filing for the fiscal year 2014 (“FY 2014”) Electric
Infrastructure, Safety, and Reliability (“ISR”) Plan approved by the Rhode Island Public Utilities
Commission (“PUC”) in Docket No. 4382. Thisfiling provides the actua plant-in-service for
discretionary and non-discretionary capital investment and associated cost of removal (“COR”)?,
the actual Vegetation Management (“VM”) expenses, and the actual Inspection and Maintenance
(“1&M™) expenses for the period April 1, 2013 to March 31, 2014. Asexplained in thisfiling,
the actual capital plant-in-service investment is compared to the budgeted amounts for these
categories as approved by the PUC in the FY 2014 Electric ISR Plan. The plant-in-service
investment and the Operation and Maintenance (“O&M”) expensesfor VM and &M are then
used in the calculation of the revenue requirement for the annual reconciliation of investment and
expenses for the fiscal year. Thisrevenue requirement isthen compared to actual revenue billed,
and any difference forms the basis for the proposed Electric ISR Plan reconciliation factors for
effect October 1, 2014. Thisfiling also includes details on the Company’s actual discretionary
and non-discretionary capital investment spending by category during FY 2014. Finally, this
filing includes a summary of the Company’s Reliability Performance through December 31,
2013.

Asidentified in the Company’s FY 2013 Annual Reconciliation filing, National Grid
implemented a consolidated back office system (SAP) in November 2012. The major conversion
resulted in significant implementation issues that continued to persist during FY 2014. Asa
result, the Company has delayed the filing of its FY 2014 Fourth Quarter Electric ISR Report to
coincide with the filing of its annual Electric ISR reconciliation filing to perform additional
review of the financial information typically included in thisreport. The spending results for the
FY 2014 Electric ISR plan have now been reviewed and several adjustments were made based
on areview of capital, expense, and cost of removal cost trends. Asthe Company previously
stated, if the Company should discover any additional adjustments of the data recorded in its

! Under the Electric ISR Plan, discretionary capital investment to be used in this reconciliation shall be the lesser
of the actual capital investment placed-in-service or the level of approved spending on a cumulative basis. Non-
discretionary capital investment for this reconciliation shall reflect actual capital investment placed-in-service.
Docket No. 4218 at 6. Order 20582 (2011)
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general ledger and submitted with this filing, appropriate adjustments to this filing will be
submitted to ensure that customers are insulated from any unintended economic harm.

For FY 2014, the Company’s Electric ISR Plan plant-in-service investment was $56.1
million, which was $2.8 million greater than the forecasted plant-in-service of $53.4 million.
However, the $5.0 million cost of removal was $4.5 million less than the Company’ s forecast of
$9.6 million. These totals resulted in a net Electric SR investment that was $1.8 million less
than the Company’ s forecast. Section | below provides a summary of the actual plant placed in
service in FY 2014 compared to the FY 2014 Electric ISR Plan budget approved in Docket No.
4382. This summary separates non-discretionary and discretionary capital investments. Section
| asoincludes asimilar summary for COR. Section Il provides a summary of the actual capital
spending-by-category and a detailed explanation of capital investment variances by each
category to the budget. Section |11 provides a breakdown of VM expenses of $8.5 million and an
explanation of the variance for these expenses within the categories of the approved budget of
$8.5 million. Section IV provides asimilar breakdown for the $3.6 million of 1&M expenses and
an explanation of the variance with the approved budget of $3.8 million. Sections| - IV aso
serve as the Company’s FY 2014 Fourth Quarter Electric ISR Plan Report and the FY 2014
Annual Report to the PUC for the fiscal year.? The Company’s reliability performance metrics
are addressed in Section V.

The testimony of Mr. William R. Richer, which accompanies this filing, describes the
calculation of the revenue requirement based on the capital plant-in-service and the total annual
actual VM and I& M expenses for the fiscal year. Histestimony also includes a description of
the revenue requirement model and attachments that support the final revenue requirement. As
shown in Mr. Richer’ stestimony, for the FY 2014 filing, the Company has an updated revenue
requirement of $10,981,596 .

The testimony of Mr. Scott M. McCabe, which accompanies thisfiling, provides a
description of the reconciliation of the final actual FY 2014 revenue requirement against revenue
billed in support of that revenue requirement, the proposed factors resulting from the
reconciliation, and the bill impacts of those proposed factors. The impact of the proposed CapEx
Reconciling Factor and the proposed O&M Reconciling Factor on atypical residential customer
receiving Standard Offer Service and using 500 kWhs per month is a decrease of $0.05, or
approximately 0.1%, from $86.65 to $86.60.

Finally, as noted above, although it does not directly impact the reconciliation of the
revenue requirement and billed ISR Plan revenue in thisfiling, the actual capital spending
provided in Section |1 serves as the Company’s FY 2014 Fourth Quarter Electric ISR Plan

2 FY 2014 Electric ISR Fourth Quarter and Annual Plant-in-Service Investment, COR, and VM and [&M
expenses are provided in Tables 1, 2, 10, and 11.
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Report and FY 2014 Annual Report. For FY 2014, the Company’s actual capital Electric ISR
Plan spending was $78.0 million, which was $18.4 million more than the annual approved
budget of $59.6 million. FY 2014 isthe third year of the ISR Plan and the first year in which the
Company spent more than the approved capital budget. FY 2012 capital spending was $7.9
million below budget, and FY 2013 capital spending was $7.0 million below budget.

Note that the revenue requirement and billed ISR Plan revenue in thisfiling is based on plant
in service and not capital spending. The key driversfor the FY 2014 capital spending variance
include:

. A project wasinitially incorrectly budgeted as Transmission work when it should
have been budgeted as Distribution work;

. The Company accelerated the schedule on several projects, as discussed further in
Section I1;

. Work on the mgjority of theindividual projects progressed as budgeted and did
not require full use of the negative schedule reserve included in the fiscal
year budget; and

. Higher than historical trends in the Damage/Failure category driven by prior year
major storms and increased labor related charges to distribution line blanket
projects.
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FY 2014 Capital for Plant | nvestment Placed in Service

Asshownin Table 1 below, for FY 2014, $56.1 million of capital investment was placed

in service, which was $2.8 million above the forecast for plant-in-service for the fiscal year.
Table 2 provides the total Cost of Removal (“COR”) for FY 2014, which was $5.0 million or

$4.5 million below the forecast for the fiscal year.

Table1?®
FY 2014 Annual FY 201.4 .
Actual in Variance
I SR Forecast .
Service

NON-DISCRETIONARY CAPITAL INVESTMENT

Customer Request/Public Requirement $16,319,000 $13,844,844 ($2,474,156)
Damage/Failure $9,977,000 $16,928,183 $6,951,183
Subtotal $26,296,000 $30,773,027 $4,477,027
DISCRETIONARY CAPITAL INVESTMENT

Asset Condition $17,954,000 $14,639,889 ($3,314,111)
Non-Infrastructure $257,000 $1,989,798 $1,732,798
System Capacity & Peformance $8,866,000 $8,726,837 ($139,163)
Subtotal $27,077,000[|  $25,356,524| | ($1,720,476)
Total Capital Investment in Systems $53,373,000 $56,129,551 $2,756,551

® For consistency, in this Attachment, “Variances’, which are shown in parentheses ( ), reflect an under spending.
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The specific category variancesin Table 1 reflect the timing of when plant investment is
placed into service. In general, once equipment is energized and placed into service to support
electric load, capital costs are transferred from FERC Account 107 (Construction Work in
Progress or “CWIP”) to FERC Account 106 (“Plant-In-Service”) at the time that the underlying
capital work becomes used and useful in the service of customers. This can differ by the type of
plant and facility. For example, electric distribution line equipment is normally placed in service
closer to thetime it isinstalled because it istypically energized at that time and begins to support
electric load, and therefore, is used and useful in the service of customers. Because electric
distribution line equipment istypically energized asit isinstalled, arelatively significant amount
of plant is placed into service as work progresses. By contrast, substation construction typically
involves multi-year projects. Therefore, the assets must pass testing, the work must be
commissioned, and the assets must be energized before they can be placed in service. Because
substation construction is typically completed in one or more phases as part of a multi-year
process, these assets will only be placed in service to serve customersonce all work in a
particular phase is completed.

Additions to plant-in service for the Customer Request/Public Requirements’ and Asset
Condition are both less than the forecasted levels for FY 2014. During FY 2013, the Company’s
spending in these categories was bel ow forecast, and this under spending in FY 2013 had the
effect of alower level of plant additions when assets in these categories were ultimately placed
inservicein FY 2014. The variance above budget for Damage/Failure plant-in-service is driven
by higher than anticipated costs associated with major storms during FY 2014 aswell as
spending during FY 2013 that was ultimately placed in servicein FY 2014. The variance above
budget for the Non-Infrastructure plant-in-service is driven by costs incurred during FY 2013 for
the radio improvement project, which was placed in service in FY 2014. The Company expected
that this project would be in servicein FY 2013 and, therefore, it was not accounted for in the
FY 2014 plant-in-service forecast. The variance above forecast for the Non-Infrastructure plant
in service was offset by the variance below forecast in the Asset Condition category, resulting in
the total for the Discretionary plant-in-service investment to be below forecast. The System
Capacity and Performance category was essentially on budget for plant-in-service. While
spending on System Capacity and Performance was significantly above budget, as described in
Section I1, the mgjority of this variance was on multi-year projects with in-service dates over the
next several years and, therefore, had no impact on the plant-in-service for FY 2014.

* The Customer Request/Public Requirement category was previously referred to as the Statutory/Regulatory
category in prior Electric ISR Filings.
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Table2
FY14 Annual
IsRcor || FYi4Actud Variance
COR

Forecast
NON-DISCRETIONARY COST OF REMOVAL
Customer Request/Public Requirement $2,219,000 $1,074,484 ($1,144,516)
Damage/Failure $1,658,000 $2,249,507 $591,507
Subtotal $3,877,000 $3,323,991 ($553,009)
DISCRETIONARY COST OF REMOVAL
Asset Condition $4,606,000 $1,734,420 ($2,871,580)
Non-I nfrastructure $0 $0 $0
System Capacity & Peformance $1,062,000 ($50,419) ($1,112,419)
Subtotal $5,668,000 $1,684,001 ($3,983,999)
Total Cost of Removal $9,545,000 $5,007,992 ($4,537,008)

The overall variance below forecast for COR was impacted by process issues related to
the implementation of the new SAP system. A number of complexities with charging timein the

new system resulted in alower percentage of time being charged to COR and a higher

percentage of time being charged to expense and capital. For example, prior to SAP, COR was
predetermined in the Company’ s legacy accounting system as a percentage of the time spent
depending on the type of work that was being performed. Initially, the SAP system required
construction crews to charge multiple lines of accounting for work that was previously charged
to asingle line of accounting, and employees were required to specify the amount of time spent
on COR separate from the amount of time installing the replacement asset. In many instances,
employees continued to charge the single-line of accounting, resulting in an under-statement in
the amount of COR for FY 2014, but an over-statement of amounts charged to expense and
capital. System and process changes have been made in SAP in July 2014 to simplify this
situation going forward. An accounting adjustment has been made in the Damage/Failure
category to reflect the appropriate COR for this category. The actual COR for Damage/Failureis
above forecast due to the total capital spending in Damage/Failure being above forecast, as
discussed in Section I1. Additional adjustments for FY 2014 will be processed in FY 2015 to

fully correct for thisissue.
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FY 2014 Capital Spending Results

1. Capital Spending Overview

Table 3 below provides the Company’s FY 2014 Fourth Quarter Electric ISR Plan

Report and FY 2014 Annual Report capital spending. Overall, for FY 2014, the

Company spent $78.0 million for capital investment under the Electric ISR Plan.
This amount was $18.4 million over budget against an annual approved budget of
$59.6 million. The key drivers and variances by category of capital are as

discussed in greater detail in Section 2 below.

Table3
Flééﬂ'BA; r;r;]l;tal FY14 Actual Variance

NON-DISCRETIONARY CAPITAL SPENDING
Customer Request/Public Requirement $16,509,000 $17,137,642 $628,642
Damage/Failure $10,050,000 $14,373,392 $4,323,392
Subtotal $26,559,000 $31,511,034 $4,952,034
DISCRETIONARY CAPITAL SPENDING
Asset Condition $20,242,000 $20,904,838 $662,838
Non-Infrastructure $255,000 ($346,246) ($601,246)
System Capacity & Performance $12,544,000 $25,972,338 $13,428,338
Subtotal $33,041,000 $46,530,930 $13,489,930
TOTAL CAPITAL SPENDING $59,600,000 $78,041,964 $18,441,964
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Actual Spending by Category

a. Non-Discretionary Capital Expenditures Compared to FY 2014 Budget

The key driversfor the variances by major categories for non-discretionary
capital spending compared to the budget for FY 2014 are listed below.

1. Customer Request/Public Requirement - $0.6 million over budget for
FY 2014

As shown in Table 4 below, the overall variance for the Customer
Request/Public Requirement was slightly more than budget due
primarily to higher than anticipated activity in new business, both
commercia and residential, as well asincreased spending on public
requirements.

As shown below, the New Business — Commercial budget category had
avariance above budget primarily driven by the Shun Pike project being
delayed into FY 2014 from FY 2013. The New Business — Residential
budget category had a variance above budget primarily driven by higher
than anticipated activity on small projects (under $100,000 per project)
in the blanket project for this category. The Public Requirements budget
category had a variance above budget primarily driven by the timing and
increased scope of the 1-195 Contract 14 and 15 projects.

Several budget categoriesin the Customer Request/Public Requirement
category also had variances below budget. The variance below budget
for the Meters — Distribution budget category was driven by fewer meter
purchases for required installations and a change in capital overhead
allocations after the implementation of the new SAP system, where
capital overheads are no longer applied to material charges. The
variance below budget for the Transformers and related equipment
budget category was driven by fewer purchases for required installation
and the change in capital overhead allocations after the implementation
of SAP.
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Table4
SPENDING FY 2014 FY 2014 Actual
RATIONALE Budget Classification Budget Spending Variance

Customer Request/

Public Requirement | party Attachments $514,000 $141,413 ($372,587)
Land and Land Rights - Dist $190,000 $93,851 ($96,149)
Meters - Dist $1,752,000 $834,910 ($917,090)
New Business - Commercial $4,300,000 $4,956,626 $656,626
New Business - Residential $3,025,000 $3,592,833 $567,833
Outdoor Lighting - Capital $537,000 $758,113 $221,113
Distributed Generation $162,000 $195,033 $33,033
Public Requirements $2,599,000 $4,233,542 $1,634,542
Transformers & Related Equipment $3,430,000 $2,331,320 ($1,098,680)

Customer

Request/Public

Requirement Sub- $16,509,000 $17,137,642 $628,642

Total
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2. Damage/Failure - $4.3 million over-budget for FY 2014

The detailed budget and actual spending by budget classification for FY
2014 for the Damage/Failure category is shown in Table 5 below. Inthe
FY 2014 Electric ISR Plan Third Quarter report, the Company indicated
that because of higher than historical trends driven by prior year major

storms and increased labor-related charges to blanket projects, the
Damage/Failure category was projected to be approximately $3.7
million over budget at the end of the fiscal year. These trends continued
in the fourth quarter, and for FY 2014, the Damage/Failure category
ended the fiscal year with a $4.3 million over budget variance.

The damage failure budget classification had a variance $1.8 million
greater than budget due to increased costs in the damage failure
overhead line blanket. These increased costs were driven by increased
labor related charges to blanket projects. The Major Storms —
Distribution budget classification had atotal variance above budget of
approximately $2.5 million. Activity from the prior year’s “Nemo”
storm in February 2013 was the primary driver for $1.1 million of this
variance; increased storm activity in FY 2014, including the July 2013
heat wave and several wind and snow events during the fall and winter
months, accounts for the rest. Capital replacement work during major
storm events is not recovered through the storm fund. However, in the
process of reviewing costs to be recovered through the storm fund, the
Company will review all coststo ensure that capital and expense costs
are captured correctly. The Company is currently reviewing all storm
costs for stormsin calendar years 2012 and 2013 and will make any
necessary adjustments to capital before it files for recovery in the storm

fund.
Tableb
SPENDING FY 2014 Actual
RATIONALE Budget Classification FY 2014 Budget Spending Variance
Damage/Failure Damage/Failure $9,375,000 $11,227,718 $1,852,718
Major Storms-Dist $675,000 $3,145,674 $2,470,674
Damage/Failure Sub-Total $10,050,000 $14,373,392 $4,323,392
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b. Discretionary Capital Expenditures Compar ed to Budget for FY 2014

1. Asset Condition - $0.6 million over budget for FY 2014

Overall spending in the Asset Condition category for FY 2014 was close
to budget because this category had a variance above budget of $0.6
million at the end of the fiscal year. Thisvariance was primarily driven
by increased spending in overall asset replacement, which was partially
offset by a variance below budget on the I&M program. The following
projects are the primary drivers for the variance above budget in the
asset replacement projects:

e The Breaker and Recloser Replacement project had a variance of
approximately $890,000 over budget due to carryover from FY
2013, which was caused by engineering and material delays and
outage constraints. This variance reflects increased installation
costs from theinitial project budget.

e The Asset Replacement Blanket project was $855,000 over
budget due to an increased volume of identified and completed
work as compared to prior years.

e Asnoted in the Company’s FY 2014 Third Quarter Electric ISR
Plan Report, a project to replace switchgear in downtown
Providence, which was emergent work in FY 2013, was over-
budget by $580,000 at the end of the fiscal year because this
work was delayed into FY 2014 due to difficulty with scheduling
the required outages with the customers involved.

e The Eldred Substation asset replacement was over budget by
$264,000 due to material timing issues because transformer
payments were made in March 2014.

Offsetting a portion of the variance above budget from the projects
described above was the 1&M program, which was below budget. As
discussed in the Company’ s prior quarterly reports, the spending
variance is primarily dueto adelay in the full implementation of the
program, which was driven by system changes made to the Company’s
work management system to appropriately capture grounding as a
capital item. The third quarter forecast was lower than the final year-
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end costs because of an under-estimation of costs for engineering,
design, and construction work that was invoiced and accrued in the
fourth quarter. The third quarter forecast was also lower because of a
vendor who was not submitting invoicesin atimely fashion. Thisissue
has since been resolved. Detailed budget and actual spending by budget
classification for the Asset Condition category is shown in Table 6.

Table6
SPENDING FY 2014 Actual
RATIONALE Budget Classification FY 2014 Budget Spending Variance
Asset Condition Asset Replacement $11,377,000 $14,010,657 $2,633,657
Asset Replacement - [&M $8,515,000 $6,681,461 ($1,833,539)
Safety $350,000 $212,720 ($137,280)
Asset Condition Sub-Total $20,242,000 $20,904,838 $662,838

2. Non-Infrastructure - $0.6 million under budget for FY 2014

Asshown in Table 7 below, overall spending in the non-infrastructure

category for FY 2014 islower than budget due to accounting

adjustments that were made in the Administrative/General category. As
discussed in Section |, accounting adjustments have been required to
ensure correct capital, expense, and cost of removal charging dueto

complexitiesin charging timein the new system. The Genera

Equipment category had a variance above budget due to an increased
need for substation test equipment. The Telecommunications category
had a variance above budget due to a radio improvement project, which
carried over from FY 2013, as discussed in previous quarterly reports.
This radio improvement project is now complete and placed in service.
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Table7
SPENDING BUDGET FY 14 Actual
RATIONALE CLASSIFICATION FY2014 Budget Spending Variance
Non-I nfrastructure |Administrative/General $0 ($1,244,746) ($1,244,746)
General Equipment $105,000 $394,675 $289,675
Telecommunications $150,000 $503,825 $353,825
Non-Infrastructure Subtotal $255,000 ($346,246) ($601,246)

3. System Capacity and Performance - $13.4 million over budget for

FY 2014

Overall, spending was $13.4 million higher than budget in the System
Capacity and Performance category for FY 2014. Thiswas primarily

driven by the Load Relief budget classification and the specific projects
listed below. Detailed budget and actual spending by budget

classification for the System Capacity and Performance category is
shown in Table 8. Below are afew additional points regarding the

System Capacity and Performance category:

e Asnoted in the Company’s FY 2014 Third Quarter Electric ISR
Plan Report, a significant portion of the Highland Drive project
was initialy incorrectly budgeted as Transmission work, when it

should have been budgeted as Distribution work. The actua
charges for this project are being reassigned to Distribution.
This adjustment and completing more work than originally

forecasted resulted in a$5.7 million over budget spending
variance for the fiscal year.

e The Johnston #18 Substation had a variance $1.9 million above

budget due to acceleration of this project ahead of schedule for

both labor and material acquisition.

e TheKilvert St. distribution line work had a variance of $750,000

above budget at the end of the fiscal year. Work that was not
dependent on the substation compl etion was advanced into FY
2014 due to an earlier than expected completion of permitting

and the availability of resources to begin construction.
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e The Coventry Substation project was $300,000 over the FY 2014
budget. This project was not budgeted for FY 2014 because it
was placed in service in FY 2013, but had some carryover of
final work and payments into FY 2014.

e Chase Hill was approximately $340,000 over-budget due to
additional accruals of material costsin FY 2014.

e The Johnston 18F10 project was approximately $380,000 over-
budget due to accelerating the schedule of work into FY 2014.
This project is now complete.

e The Reconductor 2228 Project had a variance above budget of
approximately $190,000 due primarily to the timing of final
payments to the construction contractor in FY 2014 for work
completed in FY 2013.

Offsetting a portion of the variance in the Load Relief budget
classification from the projects noted above is a spending below budget
for the fiscal year on the following projects:

e TheVolt/VAR Project spending was approximately $440,000
under-budget for the fiscal year due primarily to adelay in
negotiating communications vendor contracts. 1n addition, the
transfer of approximately $100,000 of preliminary engineering
work to the project did not occur in FY 2014.

e The Newport project spending is below budget for FY 2014
primarily due to adelay in obtaining a'special use permit’ for the
substation. At thistime, the Company continues with
preliminary engineering and the permitting process on the
project.

The Reliability budget category is $400,000 over-budget. Thisisdriven
primarily by work on EM S replacements due to changesin timing and
significantly higher engineering and design costs.
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The following projects involve projected spending below budget, which
will offset a portion of the variance from the EM S projects:

e Asdiscussed in the Company’s FY 2014 Second Quarter Electric
ISR Plan Report, the Tunk Hill project was originally budgeted on
an investment grade estimate. After the detailed design was
completed, the scope of work was less than originally estimated.
In addition, delays were experienced due to permitting
requirements winter conditions. This project is expected to be
completed early in FY 2015.

e The Feeder Hardening budget of $200,000 for FY 2014 was not
spent because Verizon pole sets are still required to complete the
remaining work under this project. The Company expectsto
complete the work on this project in FY 2015.

The driver for the remaining variance in the System Capacity and
Performance spending rationale is attributable to work on the majority of
the individua projects progressing as budgeted, and not requiring full use
of the negative schedule reserve included in the fiscal year budget. The
Company uses negative schedule reserves in the System Capacity and
Performance budget category with the goal of eliminating churn when
projects do not proceed as scheduled due to delays from things such

as permitting, obtaining easements, telephone pole sets or other issues that
were unknown at the time the budget was finalized.
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Table8
SPENDING FY 14 Actual
RATIONALE Budget Classiciation FY 2014 Budget Spending Variance
System Capacity
and Peformance  |Load Relief $10,396,500 $22,762,125 $12,365,625
Reliability $1,947,500 $3,210,213 $1,262,713
Reliability - Feeder
Hardening $200,000 ($200,000)
System Capacity and
Performance Sub-Total $12,544,000 $25,972,338 $13,428,338

FY 2014 Work Plan Accomplishments

Table 9 below provides actual work plan accomplishments for FY 2014 as
compared to FY 2013 for distribution line program work. During FY
2014, the Company made significant progress on many multi-year specific
projects. The Company also completed and placed in service the new

Shun Pike substation.
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Table9
Actual Work Plan Accomplishmentsfor FY 2014
Program Type FYi3 Fyi4 Commments
g yp Accomplishments | Accomplishments
Distribution
Transformer 573 572 104% Compl eted
Upgrades
Cutouts are now included in
Cutouts Replaced 4,000 934 the 1&M Program and no
longer tracked separately
Network
Protectors 0 3
12 feeders 100% completed
&M Program 15,229 hours 43,344 hours with 4 feeders partialy
completed
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[1. FY 2014 Vegetation M anagement

As shown below in Table 10, overall, the total Vegetation Management spending for
FY 2014 was $8.530 million as compared to a budget of $8.476 million.> The Company
completed 102 percent of the annual distribution mileage cycle trimming goal, with an
associated spend of 98 percent of the FY 2014 cycle trimming budget. The Company was able
to come in under budget in the cycle trimming, and hazard tree programs because of an
aggressive and competitive bidding program. However, police and flagging costs have
continued to rise again thisyear. Thisis primarily due to an increased number of towns
requiring police details where such details were not previously required. In an effort to reduce
and more accurately forecast these costs, the Forestry Department, in conjunction with
Community Relations and the Company’ s Gas Department, have been meeting with local
public safety officials prior to beginning work. In addition, the Company continues to work
with its contractors to find ways to work safely and more efficiently to reduce costs. This
includes working with contractors to reduce and control police detail costs. As part of this
effort, police costs are now tracked for each contractor, and the Company has established
specific targets for all contractors. The Company terminated a contract with one of its vendors
in the last quarter of FY 2014 because of safety issues. Consequently, the Company missed its
mileage targets for sub-transmission in FY 2014. The remaining work will be completed in FY
2015.

Finally, regarding the issues with Verizon Communications ("Verizon"), in accordance
with the Inter-Company Operating Procedures (“1OP”), on March 24, 2014, the Company sent
correspondence to Verizon outlining the Company’ s plans for cycle pruning and hazard tree
remova work for FY 2015 and requesting that Verizon identify the pole lines that require joint
trimming. On April 17, 2014, Verizon responded to the Company’s March 24 request,
declining to participate in joint trimming work.

On June 30, 2014, Verizon notified the Company that it was terminating Section 7 of
|OP-J, effective July 31, 2014, and that absent a new agreement, each party would be
responsible for its own tree trimming and clearing of facilities going forward. In compliance
with the Company’ s settlement with the Rhode Island Division of Public Utilities and Carriers
in Docket No. 4473, the Company remains in discussions with Verizon in efforts to resolve the
vegetation management spending issues with Verizon.

> The Vegetation Management costs do not include costs for major storms, such as Hurricane Sandy or the Winter
Storm on February 7, 2013. Those costswill be included in the Company’s cost recovery filing(s) in Docket No.
2509.
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Table 10°
O&M Vegetation Management Expenditures
FY2014 Total
Budget Actual Variance
Vegetation M anagement
Cycle Trimming|  $5,230,000 $5,109,769 ($120,231)
Hazard Tree $750,000 $699,867 ($50,133)
Sub T (on & off road) $724,000 $639,497 ($84,503)
Police Detail $525,000 $768,950 $243,950
Core Crew (al other) $1,247,000 $1,311,732 $64,732
Total FY2014 Vegetation $8,476,000 $8,529,815 $53.815
M anagement
Annual %
FY 2014 Goal FY 2014 Completed | Completed vs FY
2014 Goal
D|s_tr|but|on Mileage Trimming 1321 1348 102%
(miles)
SubT Sideline Pruning and 0
Hazard Tree Removal (miles) 38 29 6%
SubT Floor Treatment (acres) 208 143 69%

® The Sub-Transmission FY 2014 Goals for miles and acres have been adjusted to remove Transmission miles that
were inadvertently included in the original FY 2014 plan.
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V. FY 2014 I nspection and M aintenance

Asshown in Table 11 below, expenses related to capital spending for the
&M program were over-budget for FY 2014. However, inspections and repair-related
spending for the I&M program was under-budget. These variances from budget were driven
by more work categorized as Opex related to Capex and less work categorized as expense only,
based on the work found in the field. Overall, the total 1&M costs were $3.6 million, which
was approximately $0.1 million lower than the original ISR budget. For FY 2014, 100% of
the annual inspection goal was completed.

Table11
US Electric Distribution - Rhode Idand
&M Program Expenditures

FY 2014
FY 2014 Total
Budget Actual Variance
Opex Related to Capex $1,286,300 $1,818,389 $532,089
Inspection and Repair Related
Costs $2,492,700 $1,793,569 ($699,131)
Total O& M Expenses $3,779,000 $3,611,958 ($167,042)
Annual %
FY 2014 Goal Cz:(n nggd Completed vs
P FY 2014 Goal
RI Distribution Overhead 57350 58,668 102%
Structures I nspected
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Over the past several years, the Inspection & Maintenance program has been ramping
up to full implementation. In FY 2011, the Company started performing inspections on its
overhead distribution system; in FY 2012, the Company started performing repairs based on
those inspections. The Company categorizes the deficienciesfound as Level I, 11, or 111, and
repairs Level | deficiencies either immediately or within approximately one week of the
inspection. The Company bundles Level 11 and I11 work for planned replacement. At the end
of FY 2014, the Company completed repairs reported for approximately 20% of the
deficiencies found. The table below shows the total deficiencies found and repairs made.

Summary of Deficiencies and Repair Activities- RI Distribution
Year Inspection | Priority Level / | Deficiencies | Repaired as | Not Repaired
Performed Repair Expected [Found (Total)| of 4/14/14 | asof 4/14/14
FY11
I 19 19 0
I 13,147 11,795 1,352
11 38 4 34
FY12
I 20 20 0
I 15,870 7,872 7,998
[l 667 12 655
FY13
I 17 17 0
[l 26,885 7 26,878
1] 7,654 0 7,654
FY14
I 11 11 0
[l 23,032 1 23,031
1] 8,742 0 8,742
Total Since
Program
Inception 96,102 19,758 76,344

As shown in the table below, for streetlight inspections, results of the Company’s

manual elevated voltage testing for FY 2014 reflect seven instances of elevated voltage
readings of one volt or more. For the overhead and underground manual elevated voltage
inspections, there were no instances of elevated voltage.
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Manual Total Sysem [FY 2014 YTD Per cent of
Elevated Units Units Unitswith | Units Tested
Voltage Requiring [ Completed Per cent Voltage | with Voltage
Testing Testing 3-31-14 Completed (>=1.0v) (>=1.0v)
Distribution
Overhead
Facilities 288,345 51,125 17.73% 0 0.000%
Street Lights* 5,888 2,528 100% 7 0.277%
Underground 13,870 3,250 23.43% 0 0.000%

*The Rhode Island Street Light Elevated Voltage Testing Program moved from afive-year to a three-year program. Elevated
voltage tests were performed on 2,528 assetsin FY 2014, for atotal completion rate of 100% in the three-year cycle ending in

FY 2014. The new three-year cycle will beginin FY 2015.

Mobile elevated voltage testing was completed in FY 2014, as detailed in the

Company’s Annual Contact V oltage Report filed with the PUC on June 26, 2014. The FY

2014 mobile elevated voltage testing and its associated manual testing revealed 18 instances of
elevated voltage readings of one volt or more. Fifteen of these elevated voltage readings were
on Company-owned street lights and three were on Customer-owned street lights.

In FY 2013 and FY 2014, mobile elevated voltage testing was performed in March of

the end of each fiscal year. The FY 2013 mobile testing and repair costs are included in this
FY 2014 I SR Reconciliation because the contactor invoice was paid in FY 2014, and the
repairs were performed in FY 2014. The FY 2014 testing costs are also included in this
Reconciliation because the contractor invoice for the mobile testing was paid by March 31,
2014. Repair costs and quality assurance manual testing costs for the FY 2014 program were
incurred in FY 2015 and are, therefore, not included in thisfiling.
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V. Reliability Performance

The Company met both its System Average Interruption Frequency Index (“ SAIFI™)
and System Average Interruption Duration Index (“ SAIDI”) performance metrics in calendar
year 2013 (“CY 2013"), with SAIFI of 0.72 against atarget of 1.05, and SAIDI of 57.28
minutes, against atarget of 71.9 minutes. The Company’s annual service quality targets are
measured by excluding major event days.” A comparison of reliability performancein CY
2013 relative to that of previousyearsis shownin Table 12. The Company’s performance has
shown adownward (improving) trend over the past several years with major event days
excluded.

Table 12

RI Reliability Performance
Regulatory Criteria (Excluding Major Event Days)
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=@— SAIFI Excluding Major Event Days -===-SAIFI Target

" Major Event Day (“MED”) is defined as a day in which the daily system SAIDI exceeds a MED threshold value
(5.74 minutes for 2013). For purposes of calculating daily system SAIDI, any interruption that spans multiple
calendar daysis accrued to the day on which the interruption began. Statistically, days having a daily system
SAIDI greater than the MED are days on which the energy delivery system experiences stress beyond that
normally expected, such as during severe weather.
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Calendar year 2013 had three days from two separate events that were characterized as
major event days. The most significant single event was the Nor’ easter on February 8, 2013.
Asaresult of this storm, approximately 238,000 customers were interrupted with all customers
restored by February 13. Only thefirst two days of the storm exceeded the major event day
threshold of 5.74 minutes. Table 13 below shows all eventsin 2013 that are characterized as
major event days.

Table 13
Event Dates Excluded Total Customers
Interrupted/Daily SAIDI
January 31st Winter Storm January 31, 2013 January 31: 36,734 Cl/12.28
minutes
February 8th Nor-easter February 8, 2013 to February 8: 210,459 Cl/674.59
('Nemao") February 9, 2013 minutes February
(2 days) 9: 17,714 C1/40.09 minutes

Reliability performance, both including and excluding major event days, is shown in
Table 14 for 2004 through 2013. SAIDI for 2011, including major event days, exceeds the
scale of the chart, at 1,947 minutes (32.5 hours). Thiswas driven by Tropical Storm Irene. As
shown in the graph in Table 14, 2011, 2012, and 2013 show the greatest differences between
performance with and without major event days. 1n 2011, the Company experienced ten major
events days from five events; Tropical Storm Irene and the October Snowstorm accounted for
seven of these mgjor event days. 1n 2012, the Company experienced four mgjor event days
from two events. Hurricane Sandy accounted for three of these magjor event days. As
previously noted, 2013 performance, including major event days, was driven by the February 8
Nor’ easter.
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Table 14
RI Reliability Performance
Including and Excluding Major Event Days
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INTRODUCTION

Please state your full name and business addr ess.

My name is William R. Richer, and my business address is 40 Sylvan Road, Waltham,

Massachusetts 02451.

By whom are you employed and in what capacity?

| am the Director of Revenue Requirements-Rhode Island for National Grid USA
Service Company, Inc. (“ Service Company”). The Service Company provides
engineering, financial, administrative, and other technical support to subsidiary
companies of National Grid USA. My current duties include revenue requirements
oversight for Nationa Grid's electric and gas distribution activitiesin the US,
including the electric division of The Narragansett Electric Company, d/b/a National

Grid (“Narragansett” or “Company”).

Please describe your education and professional experience.

In 1985, | earned a Bachelor of Science degree in Accounting from Northeastern
University. During my schooling, | interned at the public accounting firm Pannell
Kerr Forster in Boston, Massachusetts as a staff auditor and continued with this firm
after my graduation. In February 1986, | joined Price Waterhouse in Providence,

Rhode Island where | worked as a staff auditor and senior auditor. During thistime, |
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earned my certified public accountants license in the State of Rhode Island. In June
1990, | joined National Grid in the Service Company (then known as New England
Power Service Company) as a supervisor of Plant Accounting. Since that time, | have
held various positions within the Service Company, including Manager of Financial
Reporting, Principal Rate Department Analyst, Manager of General Accounting,

Director of Accounting Services, and Assistant Controller.

Have you previoudly testified before the Rhode Island Public Utilities
Commission (“PUC”)?

Yes. | havetestified before the PUC on numerous occasions. Thistestimony is
intended to supplement the previous testimony | provided in this docket concerning

revenue requirements.

What isthe purpose of your testimony?

In this docket, the PUC approved anew Electric Infrastructure, Safety and Reliability
(“ISR™) factor, which went into effect on April 1, 2013. That factor was based on a
projected fiscal year (“FY”) 2014 | SR revenue requirement of $12,133,495 for the
estimated operation and maintenance (*O&M™) work associated with the Company’s
vegetation management (“VM”) and inspection and maintenance (“1&M”) programs
for the Company’s FY ended March 31, 2014. The factor was also based on the

estimated | SR plant additions during the Company’s FY ended March 31, 2014, 2013,
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and 2012, and which were incremental to the levels reflected in rate base in the
Company’s last base rate case (Docket No. 4323). The purpose of my testimony isto
present an updated FY 2014 ISR revenue requirement associated with actual FY 2014
O&M programs, the FY 2014, FY 2013, and FY 2012 incremental plant additions,
and actual tax deductibility percentages for FY 2013 capital additions. Actual tax
deductibility percentagesfor FY 2014 plant additions will not be known until the
Company filesits FY 2014 income tax return in December 2014. Finally, the updated
FY 2014 revenue requirement includes an adjustment associated with the ISR property
tax recovery formulathat was approved in Docket No. 4323. The ISR property tax
recovery adjustment became effective for periods subsequent to rate year in Docket
No. 4323, which ended on January 31, 2014. Consequently, the ISR property tax
recovery adjustment covers only the months of February and March of 2014. As
shown on Attachment WRR-1, Page 1 at Line 13, the updated FY 2014 ISR revenue
requirement collectible through the Company’s ISR factor for the FY 2014 period

totals $10,981,596.

Arethereany schedules attached to your testimony?
Y es, | am sponsoring the following Attachment:

e Attachment WRR-1: Electric Infrastructure, Safety, and Reliability Plan
Revenue Requirement Reconciliation
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ISR PLAN FY 2014 REVENUE REQUIREMENT

Did the Company calculate the updated FY 2014 | SR revenue requirement the
same way it calculated therevenue requirement in the previous | SR Factor
submissionsand ISR reconciliations?

The updated FY 2014 | SR revenue requirement calculation is nearly identical to the

I SR revenue requirement used to devel op the approved ISR factors that were effective
April 1, 2013, and which | described previously in my testimony in this proceeding.
However, the updated FY 2014 revenue requirement cal culation now incorporates
updated ISR investment amounts, the approved weighted average cost of capital from
Docket No. 4323, and known tax deductibility percentages. The only change to the

I SR revenue requirement calculation in this reconciliation is that it now includes the
ISR property tax recovery formula adjustment. Therefore, please refer to my previous
testimony in this docket for a detailed description of the revenue requirement
calculation. Thistestimony islimited to the following: (1) a description of the impact
of Docket No. 4323 to the electric I SR revenue requirement, (2) a summary of the
revenue requirement update shown on Page 1 of Attachment WRR-1, (3) adiscussion
of the change in the calculation of tax depreciation to coincide with tax depreciation
taken on the Company’s FY 2012 federal income tax return filed in December of

2012, and (4) adescription of the ISR property tax recovery formula adjustment.
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Please describe the impact on the FY 2014 | SR revenue requirement recoverable
through the FY 2014 I SR factor asaresult of the implementation of new electric
base distribution rates, which the PUC approved in Docket No. 4323 and put into
effect on February 1, 2013.

The I SR mechanism was established to allow the Company to recover outside of base
rates its costs associated with plant additions incurred to expand its electric
infrastructure and improve the reliability and safety of its electric facilities. When
new base rates are implemented, as was the case in Docket No. 4323, the costs the
Company recoversfor pre-rate case | SR plant additions are no longer recovered
through a separate ISR factor. Instead, these costs are recovered through base rates,
and the underlying I SR plant additions become a component of base distribution rate
base from that point forward. In April 2012, in Docket No. 4323, the Company filed a
request with the PUC seeking a change in base rates for its electric and gas distribution
businesses. At the end of the proceedingsin Docket No. 4323, the PUC approved a
settlement agreement between the Company, Rhode Island Division of Public Utilities
and Carriers (“Division”), and the U.S. Department of the Navy and established new
base rates for the Company. The Company’s rate base reflected in its April 2012
request to the PUC in Docket No. 4323 reflected projected plant additions through
January 31, 2014. Inits base rate request, the Company proposed to maintain
consistency with the existing | SR mechanism for the FY 2012 and FY 2013 periods.

Consequently, the forecast used to develop rate base in the distribution rate case
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included the ISR approved plant additions levelsfor FY 2012, FY 2013, and ten
months of FY 2014 (using the FY 2013 I SR approved plant additions level as a proxy
for FY 2014). The effective date of new ratesin Docket No. 4323 was February 1,
2013. Therefore, recovery of the approved FY 2013 ISR revenue requirement through
the I SR factor stopped on January 31, 2013, and all future recovery of those forecasted
FY 2012, FY 2013, and FY 2014 ISR plant additions will be through the Company’s

base rates.

Please continue.

Asaresult of the implementation of new base rates pursuant to Docket No. 4323
effective February 1, 2013, the cumulative amount of forecasted | SR plant additions
wererolled into base rates effective at that date. The FY 2014 revenue requirement
for incremental FY 2012, FY 2013, and FY 2014 ISR investments reflect afull year of
revenue requirement because none of these incremental investments areincluded in
the Company’s base rate rate-base. These incremental FY vintage amounts must
remain in the ISR recovery mechanism as provided for in the terms of the approved

settlement in Docket No. 4323.

Please summarize the updated FY 2014 | SR revenue requirement.
As shown on Page 1, of Attachment WRR-1, the Company’s FY 2014 Electric ISR

Program revenue requirement includes two elements: (1) O& M expense associated with
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the Company’s VM activities and system inspection, feeder hardening, and potted
porcelain cutouts, as encompassed by the Company’s &M Program, and (2) the
Company’ s capital investment in electric utility infrastructure. The description of these
elements and the related amounts are supported by the direct testimony and supporting
attachment of Ms. Jennifer L. Grimsley. Line 5 reflects the actual FY 2014 revenue

requirement related to O& M expenses, or $11,950,733.

Asshown on Page 1, at Line 12 of Attachment WRR-1, the revenue requirement
associated with the Company’s actual FY 2014 capital investment totals $(969,137). As
previously noted, the total FY 2014 revenue requirement includes the full year revenue
requirement on vintage FY 2014, FY 2013, and FY 2012 incremental ISR plant additions
above or below the level of plant additions reflected in base distribution rates. In
addition, the FY 2014 revenue requirement reflects a true-up for changes to previously
estimated tax depreciation expense to align with tax depreciation rates used on the
Company’s FY 2013 tax return, which was filed in December 2013. The last component
isthe property tax recovery adjustment, which is described further in my testimony. The
total actual FY 2014 ISR Plan revenue requirement for both O& M expenses and capital

investment of $10,981,596 is shown on Line 13.
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Please describe how the attachment to your testimony is structur ed.

Page 1 of Attachment WRR-1 summarizes the individual components of the updated FY
2014 ISR revenue requirement. Lines6, 7, and 8 represent the full year 2014 ISR
revenue requirements for the incremental FY 2012, FY 2013, and FY 2014 ISR
investments, or those investments not included in the Company’ s base rates, and as
supported with detailed calculations on Pages 2, 4, and 6, respectively. Line 10 reflects
the reconciliation of the approved FY 2013 | SR revenue requirement for vintage FY 2013
plant additions with the actual vintage FY 2013 revenue requirement on those
investments. Thisreconciliation is necessary because the actual level of tax deductibility
on FY 2013 investments was not known when the Company filed the FY 2013 and

FY 2014 I SR Factor proposals. The calculation of the reconciliation amounts is shown on
Page 10, and reflects the difference in the approved FY 2013 ISR revenue requirement on
FY 2013 investments, and the updated revenue requirement for that fiscal year on

FY 2013 ISR investments when incorporating the final tax deductibility levels. A detailed
calculation of the updated FY 2013 revenue requirement is presented on page 4 of

Attachment WRR-1.

Please describethe | SR property tax recovery adjustment.
The method used to recover property tax expense under the ISR was modified by the rate
case settlement agreement in Docket No. 4323. Pursuant to that settlement, when

determining the base on which property tax expenseis calculated for purposes of the ISR
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revenue requirement, the Company includes an amount equal to the base-rate alowance
for depreciation expense and depreciation expense on incremental ISR plant additionsin
the accumulated reserve for depreciation that is deducted from plant in service. The ISR
property tax recovery adjustment also includes the impact of any changesin the
Company’ s effective property tax rates on base-rate embedded property, plus cumulative
ISR net additions. Property tax impacts associated with non-1SR plant additions are
excluded from the property tax recovery calculation. This provision of the settlement
agreement became effective for ISR property tax recovery periods subsequent to the
January 31, 2014 end of the rate year; specificaly, the months of February and March
2014 for the FY 2014 Electric ISR reconciliation. The calculation of the ISR property tax

recovery adjustment is presented on page 11.

Hasthe Company provided support for the actual level of FY 2014 | SR eligible
plant investments?

Yes. The description of the FY 2014 Electric ISR program and the amount of the
incremental plant additions eligible for inclusion in the ISR Mechanism are supported by
the direct testimony and supporting attachment of Company Witness, Jennifer Grimsley.
The ultimate revenue requirement on the ISR eligible plant additions equals the return on
the investment (i.e. average rate base at the weighted average cost of capital), plus
depreciation expense and property taxes associated with the investment. Incremental ISR

eligible plant additions for this purpose is intended to represent the net change in rate
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base for electric infrastructure investments, since the establishment of the Company’s

| SR mechanism effective April 1, 2011, and is defined as capital additions plus cost of
removal, less annual depreciation expense included in the Company’s rates, net of
depreciation expense attributable to general plant. As discussed in the testimony of Ms.
Grimgley, the actual 1SR eligible plant additions for FY 2014 totals $56.1million
associated with the Company’s FY 2014 ISR Plan (electric infrastructure investment net

of general plant).

Please explain the distinction between non-discretionary and discretionary capital
spending asthey relate to the revenue requirement calculation.

For purposes of calculating the capital-related revenue reguirement, investmentsin
electric infrastructure have been divided into two categories: (1) non-discretionary capital
investments, which principally represent the Company’ s commitment to meet statutory
and/or regulatory obligations; and (2) discretionary capital investments, which represent
al other electric infrastructure-related capital investment falling outside of the
specifically defined non-discretionary categories. The amount of discretionary
investment the Company is alowed to include in the revenue requirement calculation is
subject to certain limitations as shown on Page 9 of Attachment WRR-1. The amount of
discretionary capital investment the Company uses in the revenue requirement must be no
greater than the cumulative amount of discretionary project spend as approved by the

PUC in this proceeding. This means that the discretionary investment is limited to the
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lesser of actual cumulative discretionary capital additions or spending, or cumulative
discretionary spending approved by the PUC in this docket. For purposes of the FY 2014
revenue requirement, the lesser of these items was actual discretionary capital additions

of $25,356,524, as shown on Attachment WRR-1, Page 9.

What isthe updated revenue requirement associated with actual plant additions?
The updated FY 2014 revenue requirement associated with the Company’ s actual FY
2012 and FY 2014 ISR €ligible plant investments totals $(969,137) and includes the
updated FY 2014 revenue requirement on FY 2012, FY 2013,and FY 2014 investments,
reconciliation of the approved FY 2013 and FY 2014 I SR revenue requirement for
vintage FY 2013 investments with the actual vintage FY 2013 and FY 2014 revenue
requirement on those investments, and the inclusion of the ISR property tax recovery

formula adjustment.

CONCLUSION

Doesthis conclude your testimony?

Yes, it does.
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Attachment WRR-1 Electric Infrastructure, Safety, and Reliability Plan Revenue
Requirement Calculation
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The Narragansett Electric Company
d/b/a National Grid

R.1.P.U.C. Docket No. 4382

FY 2014 Electric Infrastructure, Safety,
and Reliability Plan Reconciliation Filing
Attachment WRR-1

The Narragansett Electric Company
d/b/a National Grid
FY 2014 Electric ISR Revenue Requirement Reconciliation

Operation and Maintenance (O&M) Expenses:

Current Year Vegetation Management (VM)

Current Year Inspection & Maintenance (I&M)

Electric Contact Voltage expenses included in R.I.P.U.C. Docket No. 4323
-FY 2014

Correction to Prior Year ISR for Electric Contact VVoltage expenses
included in R.1.P.U.C. Docket No. 4323 - For the months of February and
March 2013

Total O&M Expense Component of Revenue Requirement
Capital Investment:
FY 2014 Revenue Requirement on FY 2014 Actual Incremental Capital
Investment
FY 2014 Revenue Requirement on FY 2013 Actual Incremental Capital

Investment
FY 2014 Revenue Requirement on FY 2012 Actual Incremental Capital
Investment

Subtotal

True Up for Capital Repairs Deduction of FY2013 Revenue Requirement
Reconciliation R.I.P.U.C. Docket No. 4307

FY 2014 Property Tax Recovery Adjustment
Total Capital Investment Component of Revenue Requirement

Total Fiscal Year Revenue Requirement

Summary

Page 1 of 14
Fiscal Year
2014
Attachment JLG-1 Page 18 of 24, Table 10 $8,529,815
Attachment JLG-1, Page 19 of 24, Table 11 $3,611,958
($163,749)
Line 4 * 2/12
($27,292)
Sum of Lines 1 through 4 $11,950,733
Page 2 of 14 Line 30
$789,745
Page 4 of 14, Line 51(b) ($1,388,236)
P f 14, Line 51, Col
age 6 of 14, Line 51, Col (b) ($65,065)
Sum of Lines 6 through 8 ($663,555)
Page 10 of 14 Line 3 ($1,988)
Page 11 of 14 Line 34 ($303,593)
Sum of Lines 9 through 10 ($969,137)
Line 5 + Line 12 $10,981,596
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The Narragansett Electric Company
d/b/a National Grid

R.I.P.U.C. Docket No. 4382
FY 2014 Electric Infrastructure, Safety,
and Reliability Plan Reconciliation Filing
Attachment WRR-1

Page 2 of 14
The Narragansett Electric Company
d/b/a National Grid
FY 2014 Electric ISR Revenue Requirement Reconciliation
FY 2014 Revenue Requirement on FY 2014 Actual Incremental Capital Investment
Fiscal Year
2014
(@
Capital Investment Allowance
Non-Discretionary Capital Page 9 of 14, Line 1(c) $6,923,860
Discretionary Capital
Lesser of Actual Cumulative Non-Discretionary Capital
Additions or Spending, or Approved Spending Page 9 of 14, Line 16(c) $6,400,406
Total Allowed Capital Included in Rate Base Line 1 + Line 2 $13,324,266
Depreciable Net Capital Included in Rate Base
Total Allowed Capital Included in Rate Base in Current Year Line 3 $13,324,266
Retirements Page 8 of 14, Line 9(c) 1 ($4,165,367)
Net Depreciable Capital Included in Rate Base Line4 - Line5 $17,489,633
Change in Net Capital Included in Rate Base
Capital Included in Rate Base Line 3 $13,324,266
Depreciation Expense Per Settlement Agreement Docket No. 4323, excluding General Plant 2/ 7,173,397
Incremental Depreciable Amount Line 7 - Line 8 $6,150,869
Total Cost of Removal Page 8 of 14, Line 6(c) ($887,841)
| Total Net Plant in Service Line 7 + Line 10 $12,436,425 |
Deferred Tax Calculation:
Composite Book Depreciation Rate As approved per R.1.P.U.C. Docket No. 4323 3.40%
Vintage Year Tax Depreciation:
2014 Spend Page 3 of 14, Line 20 $5,911,906
Cumulative Tax Depreciation Current Year Line 14 $5,911,906
Book Depreciation Line 6 * Line 12 * 50% $297,324
Cumulative Book Depreciation Current Year Line 16 $297,324
Cumulative Book / Tax Timer Line 15 - Line 17 $5,614,582
Effective Tax Rate 35.00%
Deferred Tax Reserve Line 18 * Line 19 $1,965,104
Rate Base Calculation:
Cumulative Incremental Capital Included in Rate Base Line 11 $12,436,425
Accumulated Depreciation -Line 17 ($297,324)
Deferred Tax Reserve -Line 20 ($1,965,104)
Year End Rate Base Sum of Lines 21 through 23 $10,173,997
Revenue Requirement Calculation:
Average Rate Base Current Year Line 24 + 2 $5,086,999
Pre-Tax ROR 3/ 9.68%
Return and Taxes Line 25 * Line 26 $492,421
Book Depreciation Line 16 $297,324
Property Taxes $0 in Year 1, then Prior Year (Line 6 + Line 10 + Line 17) * Property Tax Rate -
|Annual Revenue Requirement Sum of Lines 27 through 29 $789,745 |
1/ Actual Retirements
2/ Depreciation Expense has been prorated for 2 months (February - March 2014)
3/ Weighted Average Cost of Capital as approved in R.I.P.U.C. Docket No. 4323
Ratio Rate Rate Taxes Return
Long Term Debt 49.95% 4.96% 2.48% 2.48%
Short Term Debt 0.76% 0.79% 0.01% 0.01%
Preferred Stock 0.15% 4.50% 0.01% 0.01%
Common Equity 49.14% 9.50% 4.67% 2.51% 7.18%
100.00% 7.17% 2.51% 9.68%
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The Narragansett Electric Company

d/b/a National Grid

FY 2014 Electric ISR Revenue Requirement Reconciliation
Calculation of Tax Depreciation and Repairs Deduction on FY2014 Incremental Capital Investments

Capital Repairs Deduction
Plant Additions

Capital Repairs Deduction Rate
Capital Repairs Deduction

Bonus Depreciation

Plant Additions

Less Capital Repairs Deduction

Plant Additions Net of Capital Repairs Deduction
Percent of Plant Eligible for Bonus Depreciation

Plant Eligible for Bonus Depreciation

Bonus Depreciation Rate (April 2013 - December 2013)
Bonus Depreciation Rate (January 2014 - March 2014)
Total Bonus Depreciation Rate

Bonus Depreciation

Remaining Tax Depreciation

Plant Additions

Less Capital Repairs Deduction

Less Bonus Depreciation

Remaining Plant Additions Subject to 20 YR MACRS Tax Depreciation
20 YR MACRS Tax Depreciation Rates

Remaining Tax Depreciation

Cost of Removal

Total Tax Depreciation and Repairs Deduction

Page 2 of 14, Line 3
Per Tax Department
Line 1 * Line 2

Line 1
Line 3
Line4-Line5
Per Tax Department

Line 6 *Line 7
1*75% *50%
1*25% *50%
Line 9 + Line 10
Line 8 *Line 11

Line 1
Line 3
Line 12

Line 13 - Line 14 - Line 15

Line 16 * Line 17

Page 2 of 14, Line 10

Sum of Lines 3, 12, 18 and 19

Attachment WRR-1
Page 3 0of 14

Fiscal Year
2014

(@)

$13,324,266
18.60%

$2,478,313

$13,324,266

$2,478,313

$10,845,953
100.00%

$10,845,953

37.50%

0.00%

37.50%
$4,067,232

$13,324,266
$2,478,313

$4,067,232

$6,778,721
3.750%
$254,202

($887,841)

__ $5011,006_
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2l

Page 4 of 14
The Narragansett Electric Company
d/b/a National Grid
FY 2014 Electric ISR Revenue Requirement Reconciliation
FY 2014 Revenue Requirement on FY 2013 Actual Incremental Capital Investment
Fiscal Year Fiscal Year
2013 2014
u @ (b)
Capital Additions Allowance
Non-Discretionary Capital
Non-Discretionary Additions ($5,184,396) $0
Discretionary Capital
Lesser of Actual _Dlscretlunary Capital Additions or Spending or ($1,850,463) $0
Approved Spending
Total Allowed Capital Included in Rate Base in Current Year Line 1 + Line 2 ($7,034,859) $0
Depreciable Net Capital Included in Rate Base
Total Allowed Capital Included in Rate Base in Current Year Line 3 ($7,034,859) $0
Retirements $5,838,935 $0
Net Depreciable Capital Included in Rate Base Column (a) = Line 4 - Line 5; Cplumns (©). (c). & (d) = Prior ($12,873,794) ($12,873,794)
Year Line 6
Change in Net Capital Included in Rate Base
Capital Included in Rate Base Line 3 ($7,034,859) $0
As approved per R.I.P.U.C. Docket No. 4065, excluding
Depreciation Expense general plant $0 $0
Incremental Depreciable Amount Column (2) = Line 7 - Line 8; Qolumns (®). (©) & (d) = Prior ($7,034,859) ($7,034,859)
Year Line 9
Total Cost of Removal ($1,895,059) ($1,895,059)
|Total Net Plant in Service Line 9 + Line 10 ($8,929,918) ($8,929,918)
Deferred Tax Calculation:
Composite Book Depreciation Rate As approved per R.1.P.U.C. Docket No. 4065 3.40% 3.40%
Tax Depreciation Page 7 Line 20 ($5,970,630) ($221,954)
Cumulative Tax Depreciation Prior Year Line 17 + Current Year Line 16 ($5,970,630) ($6,192,584)
- Column (a) = Line 6 * Line 12 * 50%; Columns (b), () & (d)
Book Depreciation — Line 6 * Line 12 ($218,854) ($437,709)
Cumulative Book Depreciation Prior Year Line 16 + Current Year Line 15 ($218,854) ($656,563)
Cumulative Book / Tax Timer Line 14 - Line 16 (85,751,776) ($5,536,021)
Effective Tax Rate 35.00% 35.00%
Deferred Tax Reserve Line 17 * Line 18 ($2,013,121) ($1,937,607)
Rate Base Calculation:
Cumulative Incremental Capital Included in Rate Base Line 11 ($8,929,918) ($8,929,918)
Accumulated Depreciation - Line 16 $218,854 $656,563
Deferred Tax Reserve - Line 19 $2,013,121 $1,937,607
Year End Rate Base Sum of Lines 20 through 22 ($6,697,942) ($6,335,747)
Revenue Requirement Calculation:
Average Rate Base (Prior Year Line 23 + Current Year Line 23) +2 ($3,348,971) ($6,516,845)
Pre-Tax ROR 2/ 9.84% 9.68%
Return and Taxes Line 24 * Line 25 ($329,539) ($630,831)
Book Depreciation Line 15 ($218,854) ($437,709)
$0 in Year 1, then Prior Year (Line 11-Line 16) * Property
Property Taxes Tax Rate 3/ $0 ($319,696)
[Annual Revenue Requirement Sum of Lines 26 through 28 ($548,393) ($1,388,236)
1, Column (a) - FY 2013 Electric ISR Reconciliation Filing R.I.P.U.C. Docket No. 4307
2/ Weighted Average Cost of Capital as approved in R.I.P.U.C. Docket No. 4065 (Settlement)
Ratio Rate Rate Taxes Return
Long Term Debt 46.05% 5.30% 2.44% 2.44%
Short Term Debt 4.98% 1.60% 0.08% 0.08%
Preferred Stock 0.19% 4.50% 0.01% 0.01%
Common Equity 48.78% 9.80% 4.78% 2.57% 7.35%
100.00% 7.31% 2.57% 9.88%
Weighted Average Cost of Capital as approved in R.1.P.U.C. Docket No. 4323
Ratio Rate Rate Taxes Return
Long Term Debt 49.95% 4.96% 2.48% 2.48%
Short Term Debt 0.76% 0.79% 0.01% 0.01%
Preferred Stock 0.15% 4.50% 0.01% 0.01%
Common Equity 49.14% 9.50% 4.67% 2.51% 7.18%
100.00% 7.17% 2.51% 9.68%
Blended Tax-
Tax-Effected Effected
Weighted Cost Weighted Cost
R.1.P.U.C. Docket No. 4065 9.88% Apr12-Jan13 8.23%
R.1.P.U.C. Docket No. 4323 9.68% Feb 13 - Mar 13 1.61%
9.84%

3/ FY 2014 effective property tax rate of 3.67% per Page 11 of 14 Line 9(h)
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The Narragansett Electric Company

d/b/a National Grid

FY 2014 Electric ISR Revenue Requirement Reconciliation
Calculation of Tax Depreciation and Repairs Deduction on FY2013 Incremental Capital Investments

Capital Repairs Deduction
Plant Additions

Capital Repairs Deduction Rate
Capital Repairs Deduction

Bonus Depreciation
Plant Additions

Less Capital Repairs Deduction

Plant Additions Net of Capital Repairs Deduction
Percent of Plant Eligible for Bonus Depreciation

Plant Eligible for Bonus Depreciation

Bonus Depreciation Rate (April 2012 - December 2012)
Bonus Depreciation Rate (January 2013 - March 2013)
Total Bonus Depreciation Rate

Bonus Depreciation

Remaining Tax Depreciation
Plant Additions

Less Capital Repairs Deduction
Less Bonus Depreciation

Page 6 Line 3

Line 2 * Line 3

Line 1
Line 3
Line 4 - Line 5

Line 6 * Line 7
1*75% * 50%
1*25% * 50%
Line 9 + Line 10
Line 8 * Line 11

Line 1
Line 3
Line 12

Remaining Plant Additions Subject to 20 YR MACRS Tax Depreciation Line 13 - Line 14 - Line 15

20 YR MACRS Tax Depreciation Rates
Remaining Tax Depreciation

Cost of Removal

Total Tax Depreciation and Repairs Deduction

Line 16 * Line 17
Page 6 Line 10

Sum of Lines 3, 12, 18, 19

The Narragansett Electric Company
d/b/a National Grid

R.1.P.U.C. Docket No. 4382

FY 2014 Electric Infrastructure, Safety,
and Reliability Plan Reconciliation Filing
Attachment WRR-1

Fiscal Year
2013

@)

($7,034,859)
12.59%

($885,689)

($7,034,859)

($885,689)

($6,149,170)
100.00%

($6,149,170)

37.50%
12.50%
50.00%
($3,074,585)

($7,034,859)
($885,689)

(83074585

($3,074,585)
3.750%

Page 5 of 14

Fiscal Year
2014

(b)

($3,074,585)
7.219%

($115,297)

($1,895,059)

($221,954)

($5,970,630)

($221,954)
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Page 6 of 14
The Narragansett Electric Company
d/b/a National Grid
FY 2014 Electric ISR Revenue Requirement Reconciliation
FY 2014 Revenue Requirement on FY 2012 Actual Incremental Capital Investment
Fiscal Year Fiscal Year Fiscal Year
2012 2013 2014
v (@ (b) (©
Capital Additions Allowance
Non-Discretionary Capital
4,019,686 0 0
Non-Discretionary ® ) $ $
Discretionary Capital
Lesser of Actual _Dlscretlonary Capital Additions or Spending or $4.163,942 $0 $0
Approved Spending
Total Allowed Capital Included in Rate Base Line 1 + Line 2 $144,256 $0 $0
Depreciable Net Capital Included in Rate Base
Total Allowed Capital Included in Rate Base in Current Year Line 3 $144,256 $0 $0
Retirements $19,938 $0 $0
Net Depreciable Capital Included in Rate Base Column (a) = Line 4 - Line 5; Columns (b), (c), (d) & (e) = Prior $124,318 $124,318 $124,318
Year Line 6
Change in Net Capital Included in Rate Base
Incremental Depreciable Amount Column (a) = Line 4, Columns (b), (c), (d) & (e) = Prior Year Line 7 $144,256 $144,256 $144,256
Cost of Removal ($771,131) ($771,131) ($771,131)
[Total Net Plant in Service Line 7 + Line 8 ($626,875) ($626,875) ($626,875)
Deferred Tax Calculation:
Composite Book Depreciation Rate As approved per R.1.P.U.C. Docket No. 4065 3.40% 3.40% 3.40%
Tax Depreciation Page 9 Line 20 ($654,965) $2,107 $1,949
Cumulative Tax Depreciation Prior Year Line 12 + Current Year Line 11 ($654,965) ($652,858) ($650,909)
Book Depreciation Column () = -Line 6 * Line 10 * 50%; Columns (b), (c), (d) & (e)= ($2,113) ($4,227) ($4,227)
Line 6 * Line 10
Cumulative Book Depreciation Prior Year Line 14 + Current Year Line 13 ($2,113) ($6,340) ($10,567)
Cumulative Book / Tax Timer Line 12 - Line 14 ($652,852) ($646,518) ($640,342)
Effective Tax Rate 35.00% 35.00% 35.000%
Deferred Tax Reserve Line 15 * Line 16 ($228,498) ($226,281) ($224,120)
Rate Base Calculation:
Cumulative Incremental Capital Included in Rate Base Line 9 ($626,875) ($626,875) ($626,875)
Accumulated Depreciation Line * Line 18 $2,113 $6,340 $10,567
Deferred Tax Reserve - Line 17 $228,498 $226,281 $224,120
Year End Rate Base Sum of Lines 18 through 20 ($396,264) ($394,254) ($392,188)
Revenue Requirement Calculation:
Average Rate Base (Prior Year Line 21 + Current Year Line 21) +2 ($393,221)
Pre-Tax ROR 2/ 9.68%
Return and Taxes Line 22 * Line 23 ($38,064)
Book Depreciation Line 19 ($4,227)
Property Taxes $0 in Year 1, then Prior Year (Line 9 - Line 14) * Property Tax Rate 3/ ($22,774)
[Annual Revenue Requirement Sum of Lines 24 through 26 N/A N/A ($65,065)
1/ Column (a) - FY 2012 Electric ISR Reconciliation Filing R.1.P.U.C. Docket No. 4218.
2/ Weighted Average Cost of Capital per Settlement Agreement R.1.P.U.C. Docket No. 4323
Ratio Rate Rate Taxes Return
Long Term Debt 49.95% 4.96% 2.48% 2.48%
Short Term Debt 0.76% 0.79% 0.01% 0.01%
Preferred Stock 0.15% 4.50% 0.01% 0.01%
Common Equity 49.14% 9.50% 4.67% 2.51% 7.18%
100.00% 7.17% 2.51% 9.68%

3/ FY 2014 effective property tax rate of 3.67% per Page 11 of 14, Line 9(h)



Line
No.

13
14
15
16
17
18

19

20

1

2/

The Narragansett Electric Company

d/b/a National Grid

FY 2014 Electric ISR Revenue Requirement Reconciliation
Calculation of Tax Depreciation and Repairs Deduction on FY2012 Incremental Capital Investments

Capital Repairs Deduction
Plant Additions

Capital Repairs Deduction Rate
Capital Repairs Deduction

Bonus Depreciation
Plant Additions

Less Capital Repairs Deduction

Plant Additions Net of Capital Repairs Deduction
Percent of Plant Eligible for Bonus Depreciation

Plant Eligible for Bonus Depreciation

Bonus Depreciation Rate (April 2011 - December 2011)
Bonus Depreciation Rate (January 2012 - March 2012)
Total Bonus Depreciation Rate

Bonus Depreciation

Remaining Tax Depreciation
Plant Additions

Less Capital Repairs Deduction
Less Bonus Depreciation

Remaining Plant Additions Subject to 20 YR MACRS Tax Depreciation

20 YR MACRS Tax Depreciation Rates
Remaining Tax Depreciation

Cost of Removal

Total Tax Depreciation and Repairs Deduction

Capital Repairs percentage is based on a three year average, 2010, 2011
and 2012 of electric property qualifying for the repairs deduction as a

percentage of total annual plant additions.

Since not all property additions qualify for bonus depreciation and because
a project must be started after the beginning of the bonus period, January 1,

2008, an estimate of 85% is used rather than 100%.

Page 3 Line 3
Per Tax Department 1/
Line 2 * Line 3

Line 1
Line 3
Line 4 - Line 5
Per Tax Department 2/
Line 6 * Line 7
1*75% * 100%
1*25% * 50%
Line 9 + Line 10
Line 8 * Line 11

Line 1
Line 3
Line 12
Line 13 - Line 14 - Line 15
Line 16 * Line 17
Page 3 Line 8

Sum of Lines 3, 12, 18, 19

The Narragansett Electric Company

d/b/a National Grid
R.1.P.U.C. Docket No. 4382

FY 2014 Electric Infrastructure, Safety,
and Reliability Plan Reconciliation Filing

Fiscal Year
2012
(@

$144,256
21.05%
$30,366

$144,256
$30,366
$113,890
85.00%
$96,807
75.00%
12.50%
87.50%
$84,706

$144,256
$30,366
$84,706
$29,184
3.750%

Attachment WRR-1
Page 7 of 14

Fiscal Year Fiscal Year
2013 2014
(b) (©

$29,184 $29,184
7.219% 6.677%

$1,094

($771,131)

$2,107 $1,949

($654,965)

$2,107 $1,949




Line
No.

8

9

Capital Investment

ISR - Eligible Capital Investment

ISR - Eligible Capital Additions included in Rate Base per
R.I.P.U.C. Docket No. 4323

Incremental ISR Capital Investment

Cost of Removal

ISR - Eligible Cost of Removal

ISR - Eligible Cost of Removal in Rate Base per
R.1.P.U.C. Docket No. 4323

Incremental Cost of Removal

Retirements

ISR - Eligible Retirements/Actual

ISR - Eligible Retirements/Estimated

Incremental Retirements

The Narragansett Electric Company
d/b/a National Grid

FY 2014 Electric ISR Revenue Requirement Reconciliation
FY 2012 - 2014 Incremental Capital Investment Summary

Col (a) =FY 2012 ISR Reconciliation Filing Docket No.
4218, Att. WRR-1, Page 3 of 4, Line 20(b); Col (b) =
FY 2013 ISR Reconciliation Filing Docket No. 4307,

Att WRR-1, Page 7 of 12, Line 31 (b); Col (c) = Page 9

of 14, Line 22(b)

Schedule MDL-3-ELEC Page 53, Docket No. 4323: Col
(a)= Line Note 1(a); Col (b)= Line Note 2(b); Col (c)=
Line Note 3(e )

Line 1 - Line2

Col (a) =FY 2012 ISR Reconciliation Filing Docket No.
4218; Col (b)= FY 2013 Reconciliation Filing Docket
No. 4307; Col (c) = Attachement JLG-1, Page 6 of 24,

Table 2

Workpaper MDL-19-ELEC Page 2, Docket No. 4323:
Col (a)= Line Note 1(a); Col (b)= Line Note 2(b); Line
Note 3(e )

Line 4 - Line5

Col (a)= FY 2012 ISR Reconciliation Filing Docket No.
4218; Col (b) =FY 2013 ISR Reconciliation Filing
Docket No. 4307; Col (c) = Per Company Books

Col (a)= FY 2012 ISR Proposal Filing Docket No. 4218;
Col (b)= FY 2013 ISR Proposal Filing Docket No. 4307;
Col (c) = Line 2 (c) * 17.44% Retirement rate per
Docket 4323 (Workpaper MDL-19-ELEC Page 3)

Line 7 - Line 8

The Narragansett Electric Company
d/b/a National Grid

R.1.P.U.C. Docket No. 4382

FY 2014 Electric Infrastructure, Safety,
and Reliability Plan Reconciliation Filing

Page 8 of 14
Actual Actual
Fiscal Year Fiscal Year Fiscal Year
2012 2013 2014
@ (b) (©
$48,946,456 $44,331,141 $56,129,551
$48,802,200 $51,366,341 $42,805,284
$144,256 ($7,035,200) $13,324,267
$5,807,869 5,179,941 $5,007,992
$6,579,000 $7,075,000 $5,895,833
($771,131) ($1,895,059) ($887,841)
$7,740,446 14,255,714 $ 3,299,874
$7,720,508 $8,416,779 $7,465,242
$19,938 $5,838,935 ($4,165,367)
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Page 9 of 14
The Narragansett Electric Company
d/b/a National Grid
FY 2014 Electric ISR Revenue Requirement Reconciliation
FY 2014 Capital Investment
In Base Rates Incremental
Included in Capital
Actuals Docket No. 4323 Investment
(@) (b) @-®=()
Non-Discretionary Capital
Total Allowed Non-Discretionary Capital Included in Rate Base Current Year $30,773,027 $23,849,167 $6,923,860
Discretionary Capital
Docket No. 4218 FY12 Reconciliation Filing, Att. WRR-1
FY 2012 Discretionary Capital ADDITIONS Page 3 of 4, Line 10 $22,878,442
Docket No. 4307 FY13 Reconciliation Filing, Att. WRR-1
FY 2013 Discretionary Capital ADDITIONS Page 7 of 12, Line 16 $20,896,537
Col (a) =Docket No. 4382 FY14 Proposal Sch. WRR-1 Page
FY 2014 Discretionary Capital ADDITIONS 7 of 11, Line 4; Col (b) = Att. JLG-1, Page 4 of 24, Table 1 $25,356,524
Cumulative Actual Discretionary Capital Additions Line 2 + Line 3 + Line 4 $69,131,503
Docket No. 4218 FY12 Reconciliation Filing, Att. WRR-1
FY 2012 Discretionary Capital SPENDING Page 3 of 4, Line 12 $24,424,047
Docket No. 4307 FY13 Reconciliation Filing, Att. WRR-1
FY 2013 Discretionary Capital SPENDING Page 7 of 12, Line 20 $21,589,109
FY 2014 Discretionary Capital SPENDING Col (b) = Att. JLG-1, Page 7 of 24, Table 3 $46,530,930
Cumulative Actual Discretionary Capital Spending Line 6 + Line 7 + Line 8 $92,544,086
As Approved in
Docket No. 4382
Docket No. 4218 FY12 Reconciliation, Att. WRR-1 Page 3
FY 2012 Approved Discretionary Capital SPENDING of 4, Line 14 $27,036,150
Docket No. 4307 FY13 Reconciliation Filing, Att. WRR-1
FY 2013 Approved Discretionary Capital SPENDING Page 7 of 12, Line 24 $26,112,000
Docket No. 4382 FY14 Proposal Sch. WRR-1, Page 7 of 11,
FY 2014 Approved Discretionary Capital SPENDING Line 5 $33,041,000
Cumulative Actual Approved Discretionary Capital Spending Line 10 + Line 11 + Line 12 $86,189,150
Total
Allowed
Cumulative Allowed Discretionary Capital Included in Rate Base Lesser of Line 5, Line 9, or Line 13 $69,131,503
Prior Year Cumulative Allowed Disretionary Capital Included in Rate Docket No. 4307 FY13 Reconciliation Filing Att. WRR-1,
Base Page 7, Line 27 $43,774,979
Total Allowed Discretionary Capital Included in Rate Base Current
Year Line 14 - Line 15 $25,356,524 $18,956,118 $6,400,406
Total Allowed Capital Included in Rate Base Current Year Line 1 + Line 16 $56,129,551 $42,805,285 $13,324,266
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The Narragansett Electric Company
d/b/a National Grid

R.1.P.U.C. Docket No. 4382

FY 2014 Electric Infrastructure, Safety,
and Reliability Plan Reconciliation Filing
Attachment WRR-1

Page 10 of 14

The Narragansett Electric Company
d/b/a National Grid
FY 2014 Electric ISR Revenue Requirement Reconciliation
True up for Capital Repairs Deduction on FY 2013 Capital Investment

True Up FY 2013 Revenue Requirement on FY 2013 Capital Investment for Capital Repairs Deduction included in the FY
2013 Revenue Requirement Reconciliation R.1.P.U.C. Docket No. 4307

Revenue Requirement using estimated capital repairs deduction rate of Docket No. 4307 FY13 Reconciliation,
16.00% Attachment WRR-1, Page 2 of 12, Line 51 ($546,405)

Revenue Requirement using actual capital repairs deduction rate of
12.59% Page 4 of 14, Line 29(a) ($548,393)

True Up Amount Line 2 - Line 1 ($1,988)



.
=

=
PBoo~voubrwnrk

WWWWNNNRNRNRNNRNNRE B R e
DONPRPOOIOTNDEWNPO®©®O®ONO®U S WN

34

The Narragansett Electric Company

d/b/a National Grid

FY 2014 Electric ISR Revenue Requirement Reconciliation

FY 2014 ISR Property Tax Recovery Calculation

I

@ (b)

(000s)

©

Effective tax Rate Calculation RY End ISR Additions Non-ISR Add's

(d)

Total Add's

©

Bk Depr (1)

The Narragansett Electric Company
d/b/a National Grid

R.1.P.U.C. Docket No. 4382

FY 2014 Electric Infrastructure, Safety,
and Reliability Plan Reconciliation Filing
Page 11 of 14

® () ()

Retirements COR End of FY 2014

Plant In Service $1,358,470  $9,335
Accumulated Depr $611,570
Net Plant $746,900
Property Tax Expense $29,743
Effective Prop tax Rate 3.98%

Property Tax Recovery Calculation
ISR YR 1

$1,885

ISR Additions $9,335
Rate Year Book Depr ($7,498)

COR-ISRYR $835

Net Plant Additions $2,672

RY Effective Tax Rate 3.98%

Year 1 ISR Property Tax Recovery
Year 2 ISR Property Tax Recovery

ISR Year Effective Tax Rate 3.66%

RY Effective Tax Rate 3.98% -0.32%
RY Effective Tax Rate 2 mos -0.05%
RY Net Plant times 2 mo rate $746,900 -0.05%
ISR Yr 1 Net Adds $2,672 -0.32%

Total ISR Property Tax Recovery

Incremental ISR Property Tax Recovery

Line Notes

1 Col (a) per Rate Year cost of service, Col (b), (cc), (d) and (f) per Actual ISR filing Col (e) equals Base Rate depreciation expense allowance

$106

(3401)

(%9)
(3410)
($304)

($304)

$11,220

$7,498

$550 $1,370,240
$550 ($835) $618,783
$751,457

$27,502

3.66%

3 Col (a) per Rate Year cost of service, (e) equals Base Rate depreciation expense allowanceCol (h) Col (b), (cc), (d) and (f) per Actual ISR filing

7 Col (a) Base Rate property tax expense allowance

21 Line 18 times Line 20



The Narragansett Electric Company
d/b/a National Grid
R.1.P.U.C. Docket No. 4382
FY 2014 Electric Infrastructure, Safety,
and Reliability Plan Reconciliation Filing
Attachment WRR-1
Page 12 of 14
The Narragansett Electric Company
d/b/a National Grid
FY 2014 Electric ISR Revenue Requirement Reconciliation
ISR Additions February and March 2014

Line Month FY 2014 Plant In Not In
No. No. Month Additions Rates Rates
(a) (b) () =(a) - (b)

1
2 1 Apr-13 4,677,463 4,280,528 396,934
3 2 May-13 4,677,463 4,280,528 396,934
4 3  Jun-13 4,677,463 4,280,528 396,934
5 4  Jul-13 4,677,463 4,280,528 396,934
6 5 Aug-13 4,677,463 4,280,528 396,934
7 6 Sep-13 4,677,463 4,280,528 396,934
8 7 Oct-13 4,677,463 4,280,528 396,934
9 8 Nov-13 4,677,463 4,280,528 396,934
10 9 Dec-13 4,677,463 4,280,528 396,934
11 10 Jan-14 4,677,463 4,280,528 396,934
12 11 Feb-14 4,677,463 - 4,677,463
13 12 Mar-14 4,677,463 - 4,677,463
14 Total $56,129,551 $42,805,284 $13,324,267
15  Total February & March 2014 $ 9,354,925

Column (a)Page 8 of 14, Line 1(c)
Column(b) Page 8 of 14, Line 2(c)
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The Narragansett Electric Company
d/b/a National Grid
FY 2014 Electric ISR Revenue Requirement Reconciliation
ISR Retirements February and March 2014

Line Month FY 2014 Plant In Not In
No. No. Month Retirements Rates Rates
(a) (b) () =(a) - (b)

1
2 1 Apr-13 274,990 746,524 (471,535)
3 2 May-13 274,990 746,524 (471,535)
4 3  Jun-13 274,990 746,524 (471,535)
5 4  Jul-13 274,990 746,524 (471,535)
6 5 Aug-13 274,990 746,524 (471,535)
7 6 Sep-13 274,990 746,524 (471,535)
8 7 Oct-13 274,990 746,524 (471,535)
9 8 Nov-13 274,990 746,524 (471,535)
10 9 Dec-13 274,990 746,524 (471,535)
11 10 Jan-14 274,990 746,524 (471,535)
12 11 Feb-14 274,990 - 274,990
13 12 Mar-14 274,990 - 274,990
14 Total $3,299,874 $7,465,242 -$4,165,367
15  Total February & March 2014 $ 549,979

Column (a)Page 8 of 14, Line 7(c)
Column (b) Page 8 of 14 Line 8(c)
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The Narragansett Electric Company
d/b/a National Grid
FY 2014 Electric ISR Revenue Requirement Reconciliation
ISR Cost of Removal February and March 2014

Line Month FY 2014 Plant In Not In
No. No. Month Cost of removal Rates Rates
(@) (b) (c)=(a) - (b)

1
2 1 Apr-13 417,333 589,583 (172,251)
3 2 May-13 417,333 589,583 (172,251)
4 3  Jun-13 417,333 589,583 (172,251)
5 4  Jul-13 417,333 589,583 (172,251)
6 5 Aug-13 417,333 589,583 (172,251)
7 6 Sep-13 417,333 589,583 (172,251)
8 7 Oct-13 417,333 589,583 (172,251)
9 8 Nov-13 417,333 589,583 (172,251)
10 9 Dec-13 417,333 589,583 (172,251)
11 10 Jan-14 417,333 589,583 (172,251)
12 11 Feb-14 417,333 - 417,333
13 12 Mar-14 417,333 - 417,333
14 Total $5,007,992 $5,895,833 (887,841)
15  Total February & March 2014 $ 834,665

Column (a)Page 8 of 14, Line 4(c)
Column(b) Page 8 of 14 Line 5(c)
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INTRODUCTION AND QUALIFICATIONS

Please state your full name and business addr ess.
My name is Scott M. McCabe, and my business address is 40 Sylvan Road, Waltham,

M assachusetts 02451.

By whom are you employed and in what capacity?
| am Manager, New England Electric Pricing in the Regulation and Pricing group of
National Grid USA Service Company, Inc. This department provides rate related support

to The Narragansett Electric Company d/b/aNationa Grid (the “ Company”).

Please describe your educational background and training.
| graduated from Bowdoin College in Brunswick, Maine with a Bachelor of Arts degree

in Economics, and Government and Legal Studiesin 1991.

Please describe your professional experience?

From 1991 to 1999, | was employed by Bay State Gas Company (“Bay State Gas’),
headquartered in Westborough, Massachusetts. At Bay State Gas, | held severa
positions, beginning as an intern for the Marketing and Sales Group in September 1991
and was promoted to Associate Planning Analyst for the same group in January 1993. In
August 1993, | joined the Demand Side Management department as a program manager

responsible for the implementation of Bay State Gas' commercia and multifamily DSM
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Programs. In August 1996, | joined Energy USA, an unregulated affiliate of Bay State
Gas, asa Senior Financial Anayst. In December 1997 was promoted to Manager of
Product Support. In January 1999, | rgjoined Bay State Gas as Revenue Control and
Analysis Supervisor. From May 1999 through April 2001, | worked for the
Massachusetts Technology Collaborative as Project Manager for the Massachusetts
Renewable Energy Trust. | joined National Grid in April 2001 as Senior Analyst in the
Energy Efficiency Services Group. | transferred to Regulation and Pricing in October
2002. In July 2008, | was promoted to Lead Analyst, and in July of 2013, | was
promoted to Principal Program Manager. Finaly, in May 2014 | was promoted to my

current position.

Have you previoudly testified before Rhode I land Public Utilities Commission
(“PUC”)?
No, | have not. However, | have testified extensively before the Massachusetts

Department of Public Utilities and the New Hampshire Public Utilities Commission.

PURPOSE OF TESTIMONY

What isthe purpose of your testimony?
My testimony isin support of the Fiscal Y ear 2014 (“FY 2014") Electric ISR Plan and

presents the following:
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the results of the annual reconciliation of the actual FY 2014 capital investment
revenue requirement and the Operations and Maintenance (“O&M”) expense to
the actual revenue billed;

the status of the Fiscal Year 2012 (*FY 2012") CapEx and O& M reconciliations;
the status of the Fiscal Year 2013 (“FY 2013") CapEx and O& M reconciliations;
the proposed CapEx and O&M Reconciling Factors to be effective October 1,
2014, and

the typical bill impacts related to the proposed reconciling factors.

Q. How isyour testimony or ganized?

A. My testimony is organized as follows:

Section I11 presents the Summary of FY 2014 CapEx and O&M Reconciliations;
Section IV presents the results of the FY 2014 CapEx Revenue and the Actual
CapEx Revenue Requirement Reconciliation, the cal culation of the proposed
CapEx Reconciling Factors, and the status of the refunds of the FY 2012 and

FY 2013 CapEx reconciliation balances;

Section V presents the results of the FY 2014 O&M Revenue and Expense
Reconciliation, the calculation of the proposed O&M Reconciling Factor, and the
status of the recovery of the FY 2012 O& M under-recovered balance, and the

refund of the FY 2013 O& M over-recovered balance; and
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e Section VI presents the rate class bill impact analysis.

SUMMARY OF FY 2014 CAPEX AND O&M RECONCILIATIONS

Please summarize theresults of the FY 2014 CapEx and O& M reconciliations.

A summary of the results of the FY 2014 CapEx and O& M reconciliations is presented in
Attachment SMM-1. The annual reconciliations pursuant to the ISR Provision require
the comparison of the actual revenue billed during the plan year through the approved
CapEx and O& M Factors to the actual CapEx and O& M revenue requirement. The
calculation of the actual revenue requirement is presented in the testimony of Company
Witness William R. Richer. Attachment SMM-1 indicates that the result of the CapEx
reconciliation is an over-recovery of $1.0 million and the result of the O& M

reconciliation is an over-recovery of $0.4 million.

Please briefly summarize the operation of the tariff provision that providesthe
Company the opportunity to recover certain coststhrough the ISR Plan.

In accordance with the ISR Provision, the Company is allowed to recover the revenue
requirement related to capital investments through CapEx Factors and to recover the
revenue requirement related to certain expenditures for Inspection and Maintenance

(“1&M”) and V egetation Management (“VM”) activities through O&M Factors.

In the ISR Plan filing for the upcoming plan year, the Company determines the CapEx

Factors, which are designed to recover the revenue requirement on the forecasted capital
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investment for the ISR Plan’ sinvestment year, plus the cumulative revenue requirement
associated with prior years' capital investments, and the O&M Factors which are
designed to recover the forecasted plan year O&M expense. Afterward, on an annual
basis, the Company is required to reconcile the actual cumulative CapEx revenue
requirement and the actual O& M expense to actua billed revenue generated from the
CapEx Factors and the O& M Factors. The over or under recovered balances resulting
from the CapEx and O& M reconciliations are either refunded to or recovered from
customers through the CapEx Reconciling Factors and the O& M Reconciling Factor,

respectively.

CAPEX RECONCILIATION & PROPOSED CAPEX RECONCILING FACTORS

What istheresult of the CapEx reconciliation for FY 2014?

The FY 2014 CapEx reconciliation by rate classis presented in Attachment SMM-2, page
1, Lines 4 through 6. Line5 shows the CapEx Revenue billed during the period April 1,
2013 through March 31, 2014.Line 4 shows the actual CapEx Revenue Requirement
credit amount of $1.0 million. Line 6 shows the over-recovered balance of $1.0 million,

representing an over-recovery of this revenue requirement.

Why hasthe Company prepared the CapEx Factor reconciliation by rate class?
The ISR Provision requires that the CapEx Reconciling Factors be calculated as class-

specific per-kWh factors designed to recover or refund the under- or over-recovery of the
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actual Cumulative Revenue Requirement, as allocated to each rate class by the Rate Base
Allocator, for the prior fiscal year. The Rate Base Allocator is the percentage of total rate
base allocated to each rate class determined in the most recently-approved allocated cost
of service study. Page 1, Line 4 of Attachment SMM-2 shows the allocation of the actual
CapEXx revenue requirement to each rate class based upon the Rate Base Allocator

approved in the Company’s 2012 general rate case in Docket No. 4323.

Please describe the results of therate classreconciliation.

As shown on Attachment SMM-2, page 1, the allocated actual FY 2014revenue
requirement on capital investment, as shown on Line 4, is subtracted from the CapEx
Factor revenue billed for each rate class, as shown on Line 5, resulting in an over-
recovery from each rate class, as shown on Line 6, which totals approximately $1.1
million. The detail of each rate class' CapEx revenue billed is presented on Attachment

SMM-2, page 2.

Please describe the amount included on Line 7.

The amounts presented on Line 7 reflect the final balance related to the refund of the

FY 2012 over-recovery reconciliation balance. The refund of the FY 2012 CapEx
reconciliation balance is presented on page 3. Of the $65,588 over-recovery for FY 2012

approved by the PUC for refund, the Company refunded $40,055 from October 1, 2012
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through September 30, 2013. As described in Docket No. 4307, the Company is

including each rate class' residual balance with the FY 2014CapEx Reconciliation

Factors.

How isthe Company proposing to refund the FY 2014 CapEXx over -recovery?

The Company is proposing to implement a CapEx Reconciling Credit Factor for each rate

classthat is consistent with the results of the rate class reconciliation. The calculation of

the proposed CapEx Reconciling Factorsis presented in Attachment SMM-2, page 1.

The over-recoveries on Line 8 are divided by each class forecasted kWh deliveries for

the period October 1, 2014 through September 30, 2015 on Line 9. The class-specific

CapEx Reconciling Factors, as shown on Line 10, are as follows:

Rate Class
A-16 & A-60
C-06

G-02

G-32 & B-32
G-62 & B-62
Streetlights

X-01

Charge/(Credit) per kWh

(0.015¢)
(0.016¢)
(0.011¢)
(0.007¢)
(0.006¢)
(0.077¢)

(0.012¢)
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Isthe Company providing the status of the over -recovery balance from the FY 2013
CapEXx reconciliation?

Y es. The status of the refund of the FY 2013 CapEx reconciliation over-recovery balance
is presented in Attachment SMM-2, page 4. Asof June 30, 2014, the balance reflects a
remaining over-recovery of $190,066, which the Company continues to credit to
customers. The Company will continue to refund this balance through September 30,

2014.

How will the Company propose to refund or recover any residual balances as of
September 30, 20147

Pursuant to the ISR Provision, the amount approved for recovery or refund through the
CapEx Reconciling Factorsis subject to reconciliation. Therefore, the Company will
present the final reconciliation of balances from the FY 2013 reconciliation in the

FY 2015 ISR Plan Reconciliation Filing and include each rate class' residual balance

from the FY 2013 CapEx reconciliation with the FY 2015 CapEx Reconciliation Factors.

O&M RECONCILIATION & PROPOSED O& M RECONCILING FACTOR

What istheresult of the O& M reconciliation for FY 20147
The O&M reconciliation for FY 2014 is presented in Attachment SMM-3, page 1. Line2
shows O& M Revenue billed through the O& M Factors from April 1, 2013 through

March 31, 2014 of approximately $12.4 million. Line 1shows the actual O& M expense
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for FY 2014 of approximately $12.0 million, which is supported in the testimony of
Company Witnesses, Ms. Jennifer Grimlsey and Mr. Richer. Line 3 shows the difference

of $406,114 representing an over-recovery.

Please describe the amount included on Line 4.

The amount presented on Line 4 reflects the final balance related to the recovery of the
FY 2012 O&M reconciliation under-recovered balance. The recovery of the FY 2012
O&M reconciliation balance is presented on page 3. Of the $159,045 under-recovery for
FY 2012 approved by the PUC for recovery, the Company recovered $154,646 from
October 1, 2012 through September 30, 2013. As described in Docket No. 4307, the
Company isincluding the residual balance with the FY 2014 O&M Reconciliation

Factor.

Isthe Company providing the O& M Factor Revenue?

Yes. Attachment SMM-3, page 2 presents the O& M Factor Revenue billed by month.

What isthe proposed O& M Reconciling Factor ?

The proposed O& M Reconciling Factor is calculated on Attachment SMM-3, page 1.
The over-recovery of $401,715 on Line 5 is divided by the forecasted kwWhs during the
recovery period, October 1, 2014 through September 30, 2015, on Line 6, resulting in a

credit of (0.005¢) per kWhon Line7.
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Why isthe Company proposing a uniform per kWh O& M Reconciling Factor ?
Pursuant to the ISR Provision, the O&M Reconciling Factor is a uniform per-kWh factor
designed to recover or refund the under- or over-billing of actual 1&M and VM expense
for the prior fiscal year, based on forecasted kWhs during the recovery or refund period

beginning October 1.

Isthe Company providing the status of therefund of the over-recovery of the FY
2013 O& M reconciliation?

Y es. The status of the balance from the FY 2013 O& M reconciliation is presented in
Attachment SMM-3, page 4. Asof June 30, 2014, there is aremaining over-recovery
balance of $138,697, which the Company will continue to refund through September 30,

2014.

How does the Company proposeto refund or recover theresidual balance at
September 30, 20147

Pursuant to the ISR Provision, the amount approved for recovery or refund through the
0O&M Reconciling Factor is subject to reconciliation. Therefore, the Company will
present the final reconciliation of the balances from the FY 2013 O& M reconciliation in
the FY 2015 ISR Reconciliation Filing and include the residual balance of the FY 2013

O&M reconciliation with the FY 2015 O& M Reconciliation Factor.
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VI.

VII.

TYPICAL BILL ANALYSIS

Isthe Company providing a typical bill analysisto illustrate theimpact of the
proposed rates on each of the Company’srate classes?

Yes. Thetypical bill analysisillustrating the monthly bill impact of the proposed rate
changes for each rate classis provided in Attachment SMM-4. The impact of the
proposed CapEx Reconciling Factor and the proposed O& M Reconciling Factor on a
typical residential customer receiving Standard Offer Service and using 500 kWhs per

month is a decrease of $0.04, or approximately 0.1%, from $86.65 to $86.61.

Isthe Company providing a proposed Summary of Retail Delivery Rates, Tariff No.
2095, reflecting the reconciling factor s proposed in thisfiling?

Not at thistime. The Company anticipates submitting a Pension and other post-
employment benefits (“OPEB”) Adjustment Factor (“PAF”) filing, and will likely
propose a PAF for effect on October 1, 2014. The Company will file a Summary of Retail
Delivery Rates reflecting all rate changes proposed for October 1, 2014 in compliance

with the PUC’ s ordersin this proceeding and the PAF proceeding.

CONCLUSION

Does this conclude your testimony?

Yes, it does.
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FY 2014 ISR Plan Annual Reconciliation Summary
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The Narragansett Electric Company
d/b/aNational Grid

R.I.P.U.C. Docket No. 4382

FY 2014 Electric Infrastructure, Safety,
and Reliability Plan Reconciliation Filing
Attachment SMM-1

Pagelof 1
FY 2014 ISR Plan Annual Reconciliation Summary
Line No. CapEx Oo&M Total
@ (b) ©
(1)  Actua Revenue Requirement ($969,137) $11,950,733 $10,981,596
2 Revenue Billed $1,738 $12,356,847 $12,358,585
(3)  Total Over Recovery $970,875 $406,114 $1,376,989

Line Notes:
(1)  Column (a) per Attachment WRR-1, Page 1, Line (12
Column (b) per Attachment WRR-1, page 1, Line (5)
Column (c) per Attachment WRR-1, page 1, Line (13
(2)  Column (a) per Attachment SMM-2, page 2, Column (b) per Attachment SMM-3, page 2

(3 Line(2) -Line(1)
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CapEx Reconciliations and Proposed CapEx Reconciling Factors
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Line No.
(1) Actua FY2014 Capital Investment Revenue Requirement
(2) Total Rate Base ($000s)
(3) RateBase as Percentage of Total
(4) Allocated Actual FY 2014 Capital Investment Revenue Requirement
(5) CapEx Revenue Billed
(6) Total Over (Under) Recovery for FY 2014
(7)  Remaining Over (Under) For FY 2012
(8) Total Over (Under) Recovery
(9) Forecasted kWhs - October 1, 2014 through September 30, 2015
(10) Proposed Class-specific CapEx Reconciling Factor (Credit) per KWh
Line Notes:
(1) Column (a) per Attachment WRR-1, Page 1, Line (12)
(2) per RI.P.U.C. 4323, Compliance Attachment 3A, (Schedule HSG-1),
(3) Line(2)+ Line(2) Total Columr
(4) Line(1) Total Columnx Line (3)
5 pege 2
(6) Line(5) - Line(4)
(7)  perpage3
(8) Line(6) +Line(7)
(9) per Company forecasts
(10) -1x[Line(8) + Line(9)], truncated to 5 decimal places

201415(FY 14 CapEx Rec Factors

Proposed CapEx Reconciling Factors

For Fiscal Year 2014 ISR Plan

For the Recovery (Refund) Period October 1, 2014 through September 30, 2015

Total
@

($969,137)
$561,738
100.00%
($969,137)
$1,738
$970,875
$25,533
$996,407

7,787,924,04¢

page 2, Line (10)

Residential
A-16/A-60
(b)

$296,490
52.78%
($511,518)
$322
$511,840
$10,137
$521,977
3,264,458,077

($0.00015)

small C&I
C-06
©

$54,542
9.71%
($94,099)
($628)
$93471
$2,346
$95,817
595,770,380

($0.00016)

General C&I
G-02
(d)

$82,460
14.68%
($142,264)
($162)
$142,102
$2,718
$144,819
1,281,143 411

($0.00011)
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200 kW Demand 3000 kW Demand Lighting Propulsion
B-32/G-32 B-62/G-62 $10/S14 X-01
© ® ()] (h)
$77,651 $19,545 $29,286 $1,764
13.82% 3.48% 5.21% 0.31%
($133,967) ($33,720) ($50,526) ($3,043)
$75 $122 $2,003 $6
$134,042 $33,842 $52,529 $3,049
$11,264 ($1,482) $718 ($168)
$145,306 $32,360 $53,247 $2,881
2,068,148,078 486,336,166 68,854,859 23,213,078
($0.00007) ($0.00006)  ($0.00077)  ($0.00012)
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Fiscal Year 2014 Operations & Maintenance Reconciliation
For the Period April 1, 2013 through March 31, 2014
For the Recovery/Refund Period October 1, 2014 through September 30, 2015
CapEx Revenue By Rate Class:
Residential Small C&I General C&I 200 kW Demand
Line No. A-16/A-60 C-06 G-02 B-32/G-32
CapEx CapEx CapEx CapEx
Total Rec Factor Base Total Rec Factor Base Total Rec Factor Base Total Rec Factor Base
Month Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue
@ (b) © @ (b) © @ (b) © @ (b) ©
(1) Apr-13 ($18) $0 ($18) ($3) $0 ($3) ($2,987) ($3,021) $34 $0 $0 $0
May-13 $32 $0 $32 ($49) $0 ($49) ($3,011) ($3,016) $5 $0 $0 $0
Jun-13 ($96) $0 ($96) ($28) $0 ($28) ($3,286) ($3,199) ($87) $14 $0 $14
Jul-13 $26 $0 $26 ($18) $0 ($18) ($3,757) ($3,761) $4 $0 $0 $0
Aug-13 $67 $0 $67 ($277) $0 ($277) ($3,992) ($3,992) $0 $0 $0 $0
Sep-13 $13 $0 $13 ($19) $0 ($19) ($3,555) ($3,551) ($4) $0 $0 $0
Oct-13 ($6,452) ($6,452) $0 ($1,113) ($1,113) $0 ($3,054) ($3,054) $0 ($1,836) ($1,836) $0
Nov-13 ($18,782) ($19,010) $227 ($3,152) ($2,824) ($328) ($4,678) ($4,909) $231 ($4,539) ($4,602) $62
Dec-13 ($24,245) ($24,281) $36 ($3,333) ($3,396) $63 ($5,158) ($5,144) ($14) ($4,936) ($4,937) $2
Jan-14 ($28,309) ($28,319) $11 ($3,830) ($3,839) $9 ($5,720) ($5,717) ($3) ($5,340) ($5,347) $7
Feb-14 ($25,050) ($25,062) $12 ($3,663) ($3,669) $6 ($5,335) ($5,359) $24 ($4,952) ($4,941) ($10)
Mar-14 ($24,415) ($24,428) $13 ($3,611) ($3,626) $15 ($5,497) ($5,145) ($353) ($4,806) ($4,806) ($0)
2 Apr-14 ($11,784) ($11,784) $0 ($1,816) ($1,816) $0 ($2,778) ($2,778) $0 ($2,697) ($2,697) $0
Total ($139,014) ($139,336) $322 ($20,911) ($20,283) ($628) ($52,809) ($52,647) ($162) ($29,092) ($29,167) $75
3000 kW Demand Lighting Propulsion
B-62/G-62 S10/S14 X-01
CapEx CapEx CapEx
Total Rec Factor Base Total Rec Factor Base Total Rec Factor Base
Month Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue
@ (b) © @ (b) © @ (b) ©
1) Apr-13 $0 $0 $0 ($60) ($109) $48 $19 $19 ($0)
May-13 $0 $0 $0 $39 ($86) $125 $20 $20 $0
Jun-13 $0 $0 $0 $37 ($81) $118 $19 $19 (30)
Jul-13 $0 $0 $0 $37 ($82) $119 $18 $18 $0
Aug-13 $0 $0 $0 $43 ($94) $137 $21 $21 (30)
Sep-13 $0 $0 $0 $46 ($98) $144 $20 $20 $0
Oct-13 ($38) ($38) $0 ($252) ($276) $25 $19 $19 $0
Nov-13 ($1,353) ($1,456) $103 ($364) ($546) $182 ($160) ($166) $6
Dec-13 ($1,340) ($1,340) ($0) ($421) ($634) $212 ($169) ($169) $0
Jan-14 ($1,223) ($1,243) $20 ($422) ($634) $212 ($198) ($198) ($0)
Feb-14 ($1,689) ($1,689) $0 ($382) ($574) $193 ($153) ($153) $0
Mar-14 ($1,365) ($1,365) ($0) ($321) ($479) $158 ($161) ($161) ($0)
2 Apr-14 ($851) ($851) $0 $82 ($246) $328 ($103) ($103) $0
Total ($7,861) ($7,983) $122 ($1,937) ($3,940) $2,003 ($808) ($814) $6
Line Notes:

(1) Reflectsrevenue associated with consumption on and after April 1
(2) Reflectsrevenue associated with consumption prior to April 1

Column Notes:

(@) from monthly revenue reports
(b) per page 3 and page 4

(c) Column (&) - Column (b)
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Fiscal Year 2012 CapEx Reconciliation of Over Recovery
For the Period April 1, 2011 through March 31, 2012
For the Recovery Period October 1, 2012 through September 30, 2013
Residential Small C&I General C&I 200 kW Demand
Line No. Total A-16/ A-60 C-06 G-02 B-32/G-32
@ (b) (© (b) © (b) © (b) (©
(1)  Beginning Over(Under) Recovery $65,588 $10,137 $2,346 $41,706 $11,264
@ CapEx Reconciling Factors $0.00000 $0.00000 ($0.00003) $0.00000
CapEx Reconciling CapEx Reconciling CapEx Reconciling CapEx Reconciling
kWhs Factor Revenue kWhs Factor Revenue kWhs Factor Revenue kWhs Factor Revenue
(©)] Oct-12 ($1,299) 90,409,530 $0 17,630,262 $0 41,994,021 ($1,260) 66,314,539 $0
Nov-12 ($3,068) 212,308,534 $0 40,957,859 $0 98,820,356 ($2,965) 157,798,682 $0
Dec-12 ($3,100) 262,483,084 $0 47,298,764 $0 99,435,080 ($2,983) 160,192,871 $0
Jan-13 ($3,238) 294,661,412 $0 51,048,120 $0 103,578,144 ($3,107) 165,210,789 $0
Feb-13 ($3,515) 275,974,425 $0 51,199,306 $0 113,723,829 ($3,412) 176,799,557 $0
Mar-13 ($3,110) 251,101,587 $0 48,155,908 $0 100,736,603 ($3,022) 161,195,965 $0
Apr-13 ($3,111) 238,458,753 $0 48,236,868 $0 100,694,568 ($3,021) 161,047,030 $0
May-13 ($3,082) 211,292,853 $0 46,167,078 $0 100,548,316 ($3,016) 166,200,837 $0
Jun-13 ($3,262) 230,238,986 $0 48,537,075 $0 106,643,738 ($3,199) 167,208,395 $0
Jul-13 ($3,825) 337,517,102 $0 56,909,518 $0 125,380,258 ($3,761) 190,635,148 $0
Aug-13 ($4,065) 366,301,718 $0 50,431,469 $0 133,079,655 ($3,992) 196,520,930 $0
Sep-13 ($3,629) 278,795,091 $0 52,042,736 $0 118,358,382 ($3,551) 178,701,473 $0
()] Oct-13 ($1,699) 118,977,991 $0 24,177,757 $0 56,620,741 ($1,699) 92,042,276 $0
5) Total ($40,055) 3,168,521,066 $0 582,792,720 $0 1,299,613,691 ($38,988) 2,039,868,493 $0
6) Ending Over(Under) Recovery $25,533 $10,137 $2,346 $2,718 $11,264
3000 kW Demand Lighting Propulsion
B-62/ G-62 S$10/S14 X-01
(b) © (b) © (b) ©
(1) Beginning Over(Under) Recovery ($1,482) $2,011 ($394)
(@) CapEx Reconciling Factors $0.00000 ($0.00002) $0.00001
CapEx Reconciling CapEx Reconciling CapEx Reconciling
kWhs Factor Revenue kWhs Factor Revenue kWhs Factor Revenue
(©)] Oct-12 18,989,254 $0 2,326,033 ($47) 773,078 $3
Nov-12 44,951,030 $0 6,138,253 ($123) 1,953,798 $20
Dec-12 42,917,554 $0 6,675,827 ($134) 1,654,207 $17
Jan-13 41,237,325 $0 7,504,431 ($150) 1,945,270 $19
Feb-13 49,632,967 $0 6,116,885 ($122) 1,872,605 $19
Mar-13 41,724,269 $0 5,232,817 ($105) 1,692,846 $17
Apr-13 44,101,963 $0 5,440,613 ($109) 1,852,188 $19
May-13 43,744,941 $0 4,295,980 ($86) 2,017,577 $20
Jun-13 42,826,048 $0 4,069,439 ($81) 1,885,083 $19
Jul-13 52,099,116 $0 4,093,578 ($82) 1,814,922 $18
Aug-13 53,779,015 $0 4,687,467 ($94) 2,087,341 $21
Sep-13 48,773,214 $0 4,915,985 ($98) 1,970,522 $20
4 Oct-13 29,488,582 $0 3,152,552 ($63) 1,086,108 $11
5) Total 554,265,278 $0 64,649,860 ($1,293) 22,605,546 $226
6) Ending Over(Under) Recovery ($1,482) $718 ($168)
Line Notes:

(1) per R.I.P.U.C. Docket No. 4218, Attachment NR-4, page 2, line (6)
(2) per R.I.P.U.C. Docket No. 4218, Attachment NR-4, page 2, line (8)
(3) prorated for usage on and after October 1st

(4) prorated for usage prior to October 1st

(5) sum of kWhs & revenue

(6) Line (1) + Line (5)

Column Notes:
(@) sum of Column (b) from each rate
(b) from Company revenue report
(c) Column (b) x CapEx Reconciling Factor
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Fiscal Year 2013 CapEx Reconciliation of Over Recovery
For the Period April 1, 2012 through March 31, 2013
For the Recovery Period October 1, 2013 through September 30, 2014
Residential Small C&I General C&I 200 kW Demand
Line No. Total A-16/ A-60 C-06 G-02 B-32/G-32
(@ (b) © (b) (© (b) (© (b) ©
(1)  Beginning Over(Under) Recovery $505,592 $301,683 $39,592 $70,113 $62,660
@ CapEx Reconciling Factors ($0.00009) ($0.00007) ($0.00005) ($0.00003)
CapEx Reconciling CapEx Reconciling CapEx Reconciling CapEx Reconciling
kWhs Factor Revenue kWhs Factor Revenue kWhs Factor Revenue kWhs Factor Revenue
[€)] Oct-13 ($11,000) prorated ($6,452) prorated ($1,113) prorated ($1,356) prorated ($1,836)
Nov-13 ($33,513) 211,219,303 ($19,010) 40,348,085 ($2,824) 98,176,139 ($4,909) 153,385,786 ($4,602)
Dec-13 ($39,902) 269,792,281 ($24,281) 48,512,343 ($3,396) 102,889,615 ($5,144) 164,580,919 ($4,937)
Jan-14 ($45,297) 314,659,652 ($28,319) 54,844,919 ($3,839) 114,335,036 ($5,717) 178,237,603 ($5,347)
Feb-14 ($41,448) 278,468,067 ($25,062) 52,412,974 ($3,669) 107,171,540 ($5,359) 164,708,297 ($4,941)
Mar-14 ($40,011) 271,422,299 ($24,428) 51,805,939 ($3,626) 102,896,022 ($5,145) 160,211,645 ($4,806)
Apr-14 ($36,018) 232,598,207 ($20,934) 46,077,430 ($3,225) 98,705,038 ($4,935) 159,699,323 ($4,791)
May-14 ($34,881) 216,615,942 ($19,495) 45,091,382 ($3,156) 103,435,782 ($5,172) 166,687,293 ($5,001)
Jun-14 ($33,456) 206,916,220 ($18,622) 44,351,895 ($3,105) 101,229,153 ($5,061) 161,823,775 ($4,855)
Jul-14 $0 - $0 - $0 - $0 - $0
Aug-14 $0 - $0 - $0 - $0 - $0
Sep-14 $0 - $0 - $0 - $0 - $0
4 Oct-14 $0 - $0 - $0 - $0 - $0
5) Total ($315,526) ($186,604) ($27,954) ($42,798) ($41,116)
(6) Ending Over(Under) Recovery $190,066 $115,079 $11,638 $27,316 $21,544
3000 kW Demand Lighting Propulsion
B-62/ G-62 $10/S14 X-01
(b) © (b) © (b) (©
(1) Beginning Over(Under) Recovery $22,937 $6,332 $2,275
@ CapEx Reconciling Factors ($0.00003) ($0.00009) ($0.00009)
CapEx Reconciling CapEx Reconciling CapEx Reconciling
kWhs Factor Revenue kWhs Factor Revenue kWhs Factor Revenue
[€)] Oct-13 prorated ($38) prorated ($213) prorated $8
Nov-13 48,536,327 ($1,456) 6,064,161 ($546) 1,846,398 ($166)
Dec-13 44,672,551 ($1,340) 7,039,472 ($634) 1,881,226 ($169)
Jan-14 41,426,522 ($1,243) 7,048,986 ($634) 2,195,741 ($198)
Feb-14 56,308,347 ($1,689) 6,382,132 ($574) 1,701,483 ($153)
Mar-14 45,511,176 ($1,365) 5,322,165 ($479) 1,786,214 ($161)
Apr-14 50,414,209 ($1,512) 4,859,305 ($437) 2,027,668 ($182)
May-14 48,501,849 ($1,455) 4,679,271 ($421) 2,009,991 ($181)
Jun-14 43,165,460 ($1,295) 3,605,805 ($325) 2,150,872 ($194)
Jul-14 - $0 - $0 - $0
Aug-14 - $0 - $0 - $0
Sep-14 - $0 - $0 - $0
(4) Oct-14 - $0 - $0 - $0
5) Total 378,536,441 ($11,394) 45,001,297 ($4,263) 15,599,593 ($1,396)
(6) Ending Over(Under) Recovery $11,543 $2,068 $879
Line Notes:

(1) per R.I.P.U.C. Docket No. 4307, Attachment NR-4, page 1, line (6)
(2) per R.I.P.U.C. Docket No. 4307, Attachment NR-4, page 1, line (8)
(3) prorated for usage on and after October 1st

(4) prorated for usage prior to October 1st

(5) sum of kWhs & revenue

(6) Line (1) + Line (5)

Column Notes:
(@) sum of Column (b) from each rate
(b) from Company revenue report
(c) Column (b) x CapEx Reconciling Factor
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Fiscal Year 2014 Operation & Maintenance Reconciliation and Proposed Factor
Reconciliation of O&M Revenue and Actual O& M Revenue Requirement
For Fiscal Year 2014 ISR Plan
For the Recovery (Refund) Period October 1, 2014 through September 30, 2015
Line No.
(1)  Actud FY 2014 O&M Revenue Requirement $11,950,733
(20 O&M RevenueBillec $12,356,847
3 Total Over (Under) Recovery for FY 2014 $406,114
(4  Remaining Over (Under) For FY 2012 ($4,399)
(5)  Total Over (Under) Recovery $401,715
(6) Forecasted kWhs - October 1, 2014 through September 30, 2015 7,787,924,049
@) Proposed O&M Reconciling Factor (Credit) per kWh ($0.00005)
Line Notes:
(1)  perpage2

()] per Attachment WRR-1, page 1, Line (5)

(©)] Line (2) - Line (1)

4 per page 3 Line (4)

5) Line (3) + Line (4)

(6) per Company forecast

@) -1 x [Line(5) + Line (6)], truncated to 5 decimal places
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Fiscal Year 2014 Operations & Maintenance Reconciliation
For the Period April 1, 2013 through March 31, 2014
For the Recovery/Refund Period October 1, 2014 through September 30, 2015

O& M Factor Revenue:

Prior Period Base
O&M Reconciliation Factor O&M
Line No. Month Revenue Revenue Revenue
@ (b) (©

(1) Apr-13 $368,887 $5,039 $363,849
May-13 $896,968 $11,485 $885,483
Jun-13 $946,763 $12,028 $934,735
Jul-13 $1,228,829 $15,369 $1,213,460
Aug-13 $1,293,410 $16,138 $1,277,272
Sep-13 $1,092,055 $13,671 $1,078,384
Oct-13 $893,344 ($3,277) $896,621
Nov-13 $867,439 ($22,383) $889,822
Dec-13 $1,019,171 ($25,575) $1,044,746
Jan-14 $1,145,352 ($28,510) $1,173,862
Feb-14 $1,043,280 ($26,686) $1,069,966
Mar-14 $1,010,194 ($25,558) $1,035,752
(2 Apr-14 $479,513 ($13,383) $492,896
Total $12,285,205 ($71,642) $12,356,847

Line Notes:
(@) Reflects kWhs consumed on and after April 1
2 Reflects kWhs consumed prior to April 1

Column Notes:
@ from monthly revenue reports

(b) per page 3 and page 4
(© Column (a) - Column (b)
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Fiscal Year 2012 O&M Reconciliation of Under Recovery
For the Period April 1, 2012 through March 31, 2012
For the Recovery Period October 1, 2012 through September 30, 2013

Line No. Tota
(1) Over (Under) Recovery $ (159,045)
2 0&M Reconciling Factor $0.00002
Total kWhs Total Revenue
(@ (b)

Oct-12 238,436,718 $4,769

Nov-12 562,928,512 $11,259

Dec-12 620,657,387 $12,413

Jan-13 665,185,491 $13,304

Feb-13 675,319,574 $13,506

Mar-13 609,839,995 $12,197

Apr-13 599,831,983 $11,997

May-13 574,267,582 $11,485

Jun-13 601,408,764 $12,028

Jul-13 768,449,642 $15,369

Aug-13 806,887,595 $16,138

Sep-13 683,557,403 $13,671

Oct-13 325,546,007 $6,511

€) Total 7,732,316,653 $154,646

(4) Over (Under) Recovery $ (4,399)

Line Descriptions:
(1) per R.I.P.U.C. Docket No. 4218, Attachment NR-5, page 1, line (3)
(2) per R.I.P.U.C. Docket No. 4218, Attachment NR-5, page 1, line (5)
(3) sum of kWhs & revenue
(4) Line (1) + Line(3)

Column Descriptions:
(a) per Company Records
(b) Line (2) x Column (a)
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Fiscal Year 2013 O&M Reconciliation of Over Recovery

For the Period April 1, 2012 through March 31, 2013

For the Recovery Period October 1, 2013 through September 30, 2014

Line No.
(D) Over (Under) Recovery

()] 0O&M Reconciling Factor

Oct-13
Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14

A3) Total

4 Over (Under) Recovery

Line Descriptions:

Total
$346,982

($0.00004)

Total kWhs

@

244,686,971
559,576,199
639,368,407
712,748,459
667,152,840
638,955,460
594,381,180
587,021,510
563,243,180

5,207,134,206

Total Revenue
(b)

($9,787)
($22,383)
($25,575)
($28,510)
($26,686)
($25,558)
($23,775)
($23,481)
($22,530)

$0
$0
$0
$0

($208,285)

$138,697

(1) per R.I.P.U.C. Docket No. 4307, Attachment NR-5-Revised, page 1, line (3)
(2) per R.I.P.U.C. Docket No. 4307, Attachment NR-5-Revised, page 1, line (5)

(3) sum of kWhs & revenue
(4) Line (1) + Line(3)

Column Descriptions:
(a) per Company Records
(b) Line (2) x Column (a)
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Note (1): includes the current CapEx Reconciling of (0.009¢)/kWh and the current O&M Reconciling of (0.004¢)/kWh

Note (2): includes the proposed CapEx Reconciling of (0.015¢)/kWh and the proposed O& M Reconciling of (0.005¢)/kWh

Page 1 of 18
Calculation of Monthly Typical Bill
Total Bill Impact of Proposed
Rates Applicable to A-16 Rate Customers
Present Rates Proposed Rates Increase/(Decrease)
Monthly Standard Standard Percentage
kWh Tota Offer Delivery Totd Offer Delivery Amount % of Total |of Customers
150 $30.17 $13.06 $17.11 $30.16 $13.06 $17.10 ($0.01) 0.0% 13.7%
300 $54.38 $26.13 $28.25 $54.36 $26.13 $28.23 ($0.02) 0.0% 17.5%
400 $70.51 $34.83 $35.68 $70.48 $34.83 $35.65 ($0.03) 0.0% 11.8%
500 $86.65 $43.54 $43.11 $86.61 $43.54 $43.07 ($0.04) 0.0% 10.8%
600 $102.78 $52.24 $50.54 $102.73 $52.24 $50.49 ($0.05) 0.0% 9.4%
700 $118.92 $60.95 $57.97 $118.86 $60.95 $57.91 ($0.06) -0.1% 7.7%
1,000 $167.32 $87.07 $80.25 $167.25 $87.07 $80.18 ($0.07) 0.0% 15.0%
2,000 $328.68 $174.15 $154.53 $328.54 $174.15 $154.39 ($0.14) 0.0% 14.1%
Present Rates Proposed Rates
Customer Charge $5.00 Customer Charge $5.00
LIHEAP Charge $0.73 LIHEAP Charge $0.73
Transmission Energy Charge kWh x $0.02221 Transmission Energy Charge kWh x $0.02221
Distribution Energy Charge (1) kWh x $0.03834 Distribution Energy Charge (2) kWh x $0.03827
Transition Energy Charge kWh x $0.00096 Proposed Transition Energy Charge kWh x $0.00096
Energy Efficiency Program Charge kWh x $0.00941 Energy Efficiency Program Charge kWh x $0.00941
Renewable Energy Distribution Charge kWh x $0.00039 Renewable Energy Distribution Charge kWh x $0.00039
Gross Earnings Tax 4.00% Gross Earnings Tax 4.00%
Standard Offer Charge kWh x $0.08359 Standard Offer Charge kWh x $0.08359




The Narragansett Electric Company
d/b/aNational Grid

R.I.P.U.C. Docket No. 4382

FY 2014 Electric Infrastructure, Sefety,
and Reliability Plan Reconciliation Filing
Attachment SMM-4

Note (1): includes the current CapEx Reconciling of (0.009¢)/kWh and the current O&M Reconciling of (0.004¢)/kWh

Note (2): includes the proposed CapEx Reconciling of (0.015¢)/kWh and the proposed O& M Reconciling of (0.005¢)/kWh
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Calculation of Monthly Typical Bill
Total Bill Impact of Proposed
Rates Applicable to A-60 Rate Customers
Present Rates Proposed Rates Increase/(Decrease)
Monthly Standard Standard Percentage
kWh Total Offer Ddlivery Total Offer Dédlivery Amount % of Total | of Customers
150 $22.86 $13.06 $9.80 $22.85 $13.06 $9.79 ($0.01) 0.0% 10.7%
300 $44.96 $26.12 $18.84 $44.93 $26.12 $18.81 ($0.03) -0.1% 23.2%
400 $59.69 $34.83 $24.86 $59.66 $34.83 $24.83 ($0.03) -0.1% 14.9%
500 $74.43 $43.54 $30.89 $74.39 $43.54 $30.85 ($0.04) -0.1% 12.2%
600 $89.15 $52.24 $36.91 $89.11 $52.24 $36.87 ($0.04) 0.0% 9.6%
700 $103.89 $60.95 $42.94 $103.83 $60.95 $42.88 ($0.06) -0.1% 7.3%
1,000 $148.08 $87.07 $61.01 $148.01 $87.07 $60.94 ($0.07) 0.0% 12.3%
2,000 $295.41 $174.15 $121.26 $295.26 $174.15 $121.11 ($0.15) -0.1% 9.8%
Present Rates Proposed Rates
Customer Charge $0.00 Customer Charge $0.00
LIHEAP Charge $0.73 LIHEAP Charge $0.73
Transmission Energy Charge kWh x $0.02221 Transmission Energy Charge kWh x $0.02221
Distribution Energy Charge (1) kWh x $0.02487 Distribution Energy Charge (2) kWh x $0.02480
Transition Energy Charge kWh x $0.00096 Proposed Transition Energy Charge kWh x $0.00096
Energy Efficiency Program Charge kWh x $0.00941 Energy Efficiency Program Charge kWh x $0.00941
Renewable Energy Distribution Charge kWh x $0.00039 Renewable Energy Distribution Charge kWh x $0.00039
Gross Earnings Tax 4.00% Gross Earnings Tax 4.00%
Standard Offer Charge kWh x $0.08359 Standard Offer Charge kWh x $0.08359
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Calculation of Monthly Typical Bill
Total Bill Impact of Proposed
Rates Applicable to C-06 Rate Customers
Present Rates Proposed Rates Increase/(Decrease)

Monthly Standard Standard Percentage
kwh Total Offer Delivery Total Offer Dédlivery Amount % of Total |of Customers
250 $52.33 $24.17 $28.16 $52.31 $24.17 $28.14 ($0.02) 0.0% 35.2%
500 $93.49 $48.34 $45.15 $93.43 $48.34 $45.09 ($0.06) -0.1% 17.0%
1,000 $175.79 $96.68 $79.11 $175.69 $96.68 $79.01 (%$0.10) -0.1% 19.0%
1,500 $258.10 $145.02 $113.08 $257.95 $145.02 $112.93 (%$0.15) -0.1% 9.8%
2,000 $340.40 $193.35 $147.05 $340.19 $193.35 $146.84 ($0.21) -0.1% 19.1%

Present Rates Proposed Rates

Customer Charge $10.00 Customer Charge $10.00
LIHEAP Charge $0.73 LIHEAP Charge $0.73

Transmission Energy Charge kWh x $0.02003 Transmission Energy Charge kWh x $0.02003

Distribution Energy Charge (1) kWh x $0.03443 Distribution Energy Charge (2) kWh x $0.03433

Transition Energy Charge kWh x $0.00096 Proposed Transition Energy Charge kWh x $0.00096

Energy Efficiency Program Charge kWh x $0.00941 Energy Efficiency Program Charge kWh x $0.00941

Renewable Energy Distribution Charge kWh x $0.00039 Renewable Energy Distribution Charge kWh x $0.00039
Gross Earnings Tax 4.00% Gross Earnings Tax 4.00%

Standard Offer Charge kWh x $0.09281 Standard Offer Charge kWh x $0.09281

Note (1): includes the current CapEx Reconciling of (0.007¢)/kWh and the current O& M Reconciling of (0.004¢)/kWh

Note (2): includes the proposed CapEx Reconciling of (0.016¢)/kWh and the proposed O& M Reconciling of (0.005¢)/ kWh
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Cadlculation of Monthly Typical Bill
Tota Bill Impact of Proposed
Rates Applicable to G-02 Rate Customers
Hours Use: 200
Monthly Power Present Rates Proposed Rates Increase/(Decrease)
Standard Standard

kw kWh Tota Offer Délivery Total Offer Delivery Amount % of Tota

20 4,000 $743.47 $386.71 $356.76 $743.18 $386.71 $356.47 ($0.29) 0.0%

50 10,000 $1,723.47 $966.77 $756.70 $1,722.74 $966.77 $755.97 ($0.73) 0.0%

100 20,000 $3,356.80 $1,933.54 $1,423.26 $3,355.34 $1,933.54 $1,421.80 ($1.46) 0.0%

150 30,000 $4,990.13 $2,900.31 $2,089.82 $4,987.95 $2,900.31 $2,087.64 ($2.18) 0.0%
Present Rates Proposed Rates
Customer Charge $135.00 Customer Charge $135.00
LIHEAP Charge $0.73 LIHEAP Charge $0.73
Transmission Demand Charge kW x $3.02 Proposed Transmission Demand Charge kW x $3.02
Transmission Energy Charge kWh x $0.00768 Transmission Energy Charge kWh x $0.00768
Distribution Demand Charge-xcs 10 kW kW x $4.92 Distribution Demand Charge-xcs 10 kW kW x $4.92
Distribution Energy Charge (1) kWh x $0.00585 Distribution Energy Charge (2) kWh x $0.00578
Transition Energy Charge kWh x $0.00096 Proposed Transition Energy Charge kWh x $0.00096
Energy Efficiency Program Charge kWh x $0.00941 Energy Efficiency Program Charge kWh x $0.00941
Renewable Energy Distribution Charge kWh x $0.00039 Renewable Energy Distribution Charge kWh x $0.00039
Gross Earnings Tax 4.00% Gross Earnings Tax 4.00%
Standard Offer Charge kWh x $0.09281 Standard Offer Charge kWh x $0.09281

Note (1): includes the current CapEx Reconciling of (0.005¢)/kWh and the current O& M Reconciling of (0.004¢)/kWh

Note (2): includes the proposed CapEx Reconciling of (0.011¢)/kWh and the proposed O& M Reconciling of (0.005¢)/kWh
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Calculation of Monthly Typical Bill
Tota Bill Impact of Proposed
Rates Applicable to G-02 Rate Customers
Hours Use: 300
Monthly Power Present Rates Proposed Rates Increase/(Decrease)
Standard Standard

kw kwh Total Offer Delivery Total Offer Delivery Amount % of Total

20 6,000 $987.42 $580.06 $407.36 $986.99 $580.06 $406.93 ($0.43) 0.0%

50 15,000 $2,333.37 $1,450.16 $883.21 $2,332.27 $1,450.16 $882.11 ($1.10) 0.0%

100 30,000 $4,576.59 $2,900.31 $1,676.28 $4,574.40 $2,900.31  $1,674.09 ($2.19) 0.0%

150 45,000 $6,819.82 $4,350.47 $2,469.35 $6,816.54 $4,350.47  $2,466.07 ($3.28) 0.0%
Present Rates Proposed Rates
Customer Charge $135.00 Customer Charge $135.00
LIHEAP Charge $0.73 LIHEAP Charge $0.73
Transmission Demand Charge kW x $3.02 Proposed Transmission Demand Charge kW x $3.02
Transmission Energy Charge kWh x $0.00768 Transmission Energy Charge kWh x $0.00768
Distribution Demand Charge-xcs 10 kW kW x $4.92 Distribution Demand Charge-xcs 10 kW kW x $4.92
Distribution Energy Charge (1) kWh x $0.00585 Distribution Energy Charge (2) kWh x $0.00578
Transition Energy Charge kWh x $0.00096 Proposed Transition Energy Charge kWh x $0.00096
Energy Efficiency Program Charge kWh x $0.00941 Energy Efficiency Program Charge kWh x $0.00941
Renewable Energy Distribution Charge kWh x $0.00039 Renewable Energy Distribution Charge kWh x $0.00039
Gross Earnings Tax 4.00% Gross Earnings Tax 4.00%
Standard Offer Charge kWh x $0.09281 Standard Offer Charge kWh x $0.09281

Note (1): includes the current CapEx Reconciling of (0.005¢)/kWh and the current O& M Reconciling of (0.004¢)/kWh

Note (2): includes the proposed CapEx Reconciling of (0.011¢)/kWh and the proposed O& M Reconciling of (0.005¢)/kWh
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Calculation of Monthly Typica Bill
Total Bill Impact of Proposed
Rates Applicable to G-02 Rate Customers
Hours Use: 400
Monthly Power Present Rates Proposed Rates Increase/(Decrease)
Standard Standard

kw kWh Tota Offer Délivery Tota Offer Delivery Amount % of Total

20 8,000 $1,231.39 $773.42 $457.97 $1,230.81 $773.42 $457.39 ($0.58) 0.0%

50 20,000 $2,943.26 $1,933.54 $1,009.72 $2,941.80 $1,93354  $1,008.26 (%1.46) 0.0%

100 40,000 $5,796.38 $3,867.08 $1,929.30 $5,793.47 $3,867.08  $1,926.39 ($2.91) -0.1%

150 60,000 $8,649.52 $5,800.63 $2,848.89 $8,645.14 $5,800.63  $2,844.51 ($4.38) -0.1%
Present Rates Proposed Rates
Customer Charge $135.00 Customer Charge $135.00
LIHEAP Charge $0.73 LIHEAP Charge $0.73
Transmission Demand Charge kW x $3.02 Proposed Transmission Demand Charge kW x $3.02
Transmission Energy Charge kWh x $0.00768 Transmission Energy Charge kWh x $0.00768
Distribution Demand Charge-xcs 10 kW kW x $4.92 Distribution Demand Charge-xcs 10 kW kW x $4.92
Distribution Energy Charge (1) kWh x $0.00585 Distribution Energy Charge (2) kWh x $0.00578
Transition Energy Charge kWh x $0.00096 Proposed Transition Energy Charge kWh x $0.00096
Energy Efficiency Program Charge kWh x $0.00941 Energy Efficiency Program Charge kWh x $0.00941
Renewable Energy Distribution Charge kWh x $0.00039 Renewable Energy Distribution Charge kWh x $0.00039
Gross Earnings Tax 4.00% Gross Earnings Tax 4.00%
Standard Offer Charge kWh x $0.09281 Standard Offer Charge kWh x $0.09281

Note (1): includes the current CapEx Reconciling of (0.005¢)/kWh and the current O& M Reconciling of (0.004¢)/kWh

Note (2): includes the proposed CapEx Reconciling of (0.011¢)/kWh and the proposed O& M Reconciling of (0.005¢)/kWh
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Cadlculation of Monthly Typical Bill
Tota Bill Impact of Proposed
Rates Applicable to G-02 Rate Customers
Hours Use: 500
Monthly Power Present Rates Proposed Rates Increase/(Decrease)
Standard Standard

kw kWh Tota Offer Délivery Total Offer Delivery Amount % of Tota

20 10,000 $1,475.34 $966.77 $508.57 $1,474.61 $966.77 $507.84 ($0.73) 0.0%

50 25,000 $3,553.16 $2,416.93 $1,136.23 $3,551.34 $2,416.93 $1,134.41 ($1.82) -0.1%

100 50,000 $7,016.17 $4,833.85 $2,182.32 $7,012.53 $4,833.85 $2,178.68 ($3.64) -0.1%

150 75,000 $10,479.20 $7,250.78 $3,228.42| $10,473.73 $7,250.78 $3,222.95 ($5.47) -0.1%
Present Rates Proposed Rates
Customer Charge $135.00 Customer Charge $135.00
LIHEAP Charge $0.73 LIHEAP Charge $0.73
Transmission Demand Charge kW x $3.02 Proposed Transmission Demand Charge kW x $3.02
Transmission Energy Charge kWh x $0.00768 Transmission Energy Charge kWh x $0.00768
Distribution Demand Charge-xcs 10 kW kW x $4.92 Distribution Demand Charge-xcs 10 kW kW x $4.92
Distribution Energy Charge (1) kWh x $0.00585 Distribution Energy Charge (2) kWh x $0.00578
Transition Energy Charge kWh x $0.00096 Proposed Transition Energy Charge kWh x $0.00096
Energy Efficiency Program Charge kWh x $0.00941 Energy Efficiency Program Charge kWh x $0.00941
Renewable Energy Distribution Charge kWh x $0.00039 Renewable Energy Distribution Charge kWh x $0.00039