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Jennifer Brooks Hutchinson
n a I O n a g r I Senior Counsel

December 5, 2014
VIA HAND DELIVERY & ELECTRONIC MAIL

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

Warwick, Rl 02888

RE: Docket 4393 - Standard Offer Service Rates
Period of January —June 2015 for Residential and Commer cial
Period of January —March 2015 for Industrial
Responsesto Division Data Requests — Set 2

Dear Ms. Massaro:

Enclosed are National Grid's' responses to the Division of Public Utilities and Carriers
(Division) Second Set of Data Requests in the above-referenced docket.

Thank you for your attention to this transmittal. If you have any questions, please contact
me at 401-784-7288.

Very truly yours,

Jennifer Brooks Hutchinson

Enclosures

cC: Docket 4393 Service List
Steve Sciaabba

! The Narragansett Electric Company d/b/a National Grid (National Grid or the Company).

280 Melrose Street, Providence, Rl 02907
T: 401-784-7288 ™ jennifer.hutchinson@nationalgrid.com ™  www.nationalgrid.com
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The Narragansett Electric Company

d/b/aNational Grid

R.I.P.U.C. Docket No. 4393

2014 Standard Offer Service Rates

Period of January — June 2015 For Residential and Commercial
And Period January — March 2015 For Industrial

Responses to the Division’s Second Set of Data Requests
Issued on November 26, 2014

Division 2-1
Request:

Does the statutorily- provided ability of residential customers to procure electricity in the market
from Non-Regulated Power Producers act as a barrier to National Grid’s ability or willingness to
procure longer term contracts, or different types of contracts, for residential standard offer load?

Response:

The statutorily- provided ability of residential customers to procure electricity in the market from
Non-Regulated Power Producers does not act as a barrier to National Grid’s ability or
willingness to procure longer term contracts, or different types of contracts, for residential
standard offer load. The ability of residential customersto procure their electric commodity
from Non-Regulated Power Producers, also known as migration, is one of the risks considered
by Standard Offer Service suppliersin formulating their bids to respond to the Company’ s RFPs.
Migration risk, however, does not impede Nationa Grid’ s ability to obtain longer-term load-
following contracts any more than the other risks considered by SOS suppliers. These other risks
include volatility in load and in the prices for energy, ancillary services, and capacity. The
potential of market rule changes within the New England region is an additional risk. With
longer term contracts, each of these risks will increase, resulting in increased risk premiums or
less bidder participation in the Company’ s RFPs, potentially negatively impacting contract prices
and, consequently, SOS rates.

The Company procures SOS throughout the year in accordance with a PUC-approved Standard
Offer Service Procurement Plan (SOS Plan) as required by Rhode Island Law.* In Docket No.
4149, the PUC approved the Company’ s recommended |addered and layered procurement
approach for the Residential and Commercial Groups. The procurement for the Residential
Group divides the residential SOS load obligation into six portions, and the Company solicits
bids to serve five of the six portions and executes contracts with winning bidders over the year.
The five contracts range from six to 24 months and the sixth portion is procured in the spot
market. The PUC has annually approved this laddered and layered procurement approach in
each subsequent SOS Plan.

! RI General Laws § 39-1-27.8

Prepared by or under the supervision of: Margaret M. Janzen



The Narragansett Electric Company

d/b/aNational Grid

R.I.P.U.C. Docket No. 4393

2014 Standard Offer Service Rates

Period of January — June 2015 For Residential and Commercial
And Period January — March 2015 For Industrial

Responses to the Division’s Second Set of Data Requests
Issued on November 26, 2014

Division 2-1, page 2

Asdescribed in Docket No. 4149, this approach was designed to provide rate stability at the most
efficient prices. The six-month rate period was designed to give customers a seasonal price
signal to encourage conservation and energy efficiency with some level of protection against
market price volatility. Customers have the choice to select other commodity providersif the
Standard Offer terms or rates do not meet their needs. Inthisway, Standard Offer Serviceisan
important element of the restructured electric market and retail choice, providing continuity for
customers as they migrate to and from Non-Regulated Power Producers. Customers depend
upon Standard Offer Service as areference to compare price and term, as they shop within the
retail market.

Compared to short-term contracts, longer-term contracts reflect increased risk levels. 1n addition
to migration, these risks include the whol esale market, which has recently demonstrated
significant price volatility for energy and capacity. Also, wholesale electric market rules
introduce another type of risk since they continue to be modified, sometimes on an emergency
basis, as seen recently in the Winter Reliability Programs. With longer term contracts, the
probability of adverse market conditionsincreases, and thus wholesale suppliers may
significantly increase their bid prices for SOS, or may not participate in future SOS solicitations.

Prepared by or under the supervision of: Margaret M. Janzen



The Narragansett Electric Company

d/b/aNational Grid

R.I.P.U.C. Docket No. 4393

2014 Standard Offer Service Rates

Period of January — June 2015 For Residential and Commercial
And Period January — March 2015 For Industrial

Responses to the Division’s Second Set of Data Requests
Issued on November 26, 2014

Division 2-2
Request:

Would the elimination of statutory authority for residential customers to procure power from
competitive suppliers provide National Grid with more power supply procurement options for
residential standard offer supply, if a primary objective for residential supply was rate stability
and mitigation of price spikes, especialy when operating in a period of avolatile electricity
market?

Response:

The elimination of customers' ability to procure power supply from competitive suppliers would
effectively remove the risk of customer migration away from the Company’s Standard Offer
Service (SOS) that SOS suppliers take into account in formulating their bids to respond to the
Company’s RFPs. However, as noted in the Company’ s response to data request Division 2-1,
when formulating their bids, these suppliers still must consider other risks, such as volatility in
load and prices for energy, ancillary services, and capacity. Migration risk does not limit
National Grid’s options to procure power from SOS suppliers any more than the other risks
considered by these suppliers, though it may slightly increase risk premiums embedded in the
residential contract prices.

If the primary objective for residential supply is rate stability and mitigation of price spikes, the
Company recommends that retail choice be preserved so that customers retain the ability to
choose a Non-Regulated Power Producer as an alternative to the Company’s SOS. Non-
Regulated Power Producers may offer fixed price contracts of any duration, which could provide
further rate stability for the customer during the term of the contract. Also, SOS customers may
enroll in the Company’ s Budget Billing program which achieves this primary objective of
stability by alowing customers to smooth out their payments for all charges on their bill. In
addition, customers with a Non-Regulated Power Producer may enroll in the Company’ s Budget
Billing program to smooth out payments for delivery service charges. Finally, the Company’s
Budget Billing program preserves competition in the energy markets, while effectively
mitigating the impact of customers' monthly volumetric usage as well as changesin SOS rates.
Increased usage of the Budget Billing program will achieve the result of mitigating bill impacts
to residential customers, while avoiding any detrimental impact to future prices or undermining
the framework of the restructured power markets.

Prepared by or under the supervision of: Margaret M. Janzen



The Narragansett Electric Company

d/b/a National Grid

R.I.P.U.C. Docket No. 4393

2014 Standard Offer Service Rates

Period of January — June 2015 For Residential and Commercia
And Period January —March 2015 For Industrial

Responses to the Division's Second Set of Data Requests
Issued on November 26, 2014

Division 2-3
Request:

Question 5 of the PUC’s Third Set of data requests asks for the numbers of customersin each
rate class and the breakout of the numbers of those customers who receive standard offer service
versus competitive supply. In addition to providing the customer counts, please provide the
percentage of load of standard offer versus competitive supply associated with the number counts
provided to the PUC in question PUC-5.

Response:

Please see Attachment DIV 2-3 for customer counts for each rate classin total, for Standard
Offer Service, and for customers on competitive supply as of October 2014, as provided in the
Company’s response to COMM 3-5, as well as the percentage of |oad of Standard Offer Service
and competitive supply by rate class.

Prepared by or under the supervision of: Scott M. McCabe



The Narragansett Electric Company

d/b/aNational Grid
R.I.P.U.C. Docket No. 4393
2014 Standard Offer Rates

Period of January — June 2015 For Residential and Commercial
And Period January — March 2015 For Industrial

The Narragansett Electric Company
Customer Count by Rate Class as of October 2014

Rate Class Total Standard Offer Service Competitive Supply
(a) (b) ()

A-16 389,507 367,616 21,891
A-60 44,626 41,067 3,559
B-32 5 2 3
B-62 0 0 0
C-06 49,395 41,542 7,853
G-02 8,235 5,616 2,619
G-32 1,051 467 584
G-62 12 3 9
M-1 3 0 3

S6 0 0 0
S-10 0* o* 0*
S 14 381 211 170
X-01 1 0 1
Total 493,216 456,524 36,692

*S-10 accounts are supplemental, meaning each account is associated with a primary service account

% of Load by Rate Class as of October 2014

Rate Class Total Standard Offer Service Competitive Supply
(@ (b) (©)

A-16 100% 93% 7%
A-60 100% 92% 8%
B-32 100% 3% 97%
B-62 0% 0% 0%
C-06 100% 80% 20%
G-02 100% 58% 42%
G-32 100% 34% 66%
G-62 100% 16% 84%
M-1 100% 0% 100%

S6 0% 0% 0%
S-10 100% 82% 18%
S14 100% 14% 86%
X-01 100% 0% 100%
Total 100% 58% 42%

Attachment DIV 2-3
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