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July 1, 2013
VIA HAND DELIVERY & ELECTRONIC MAIL

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

Warwick, Rl 02888

RE: National Grid's Gas Revenue Decoupling Adjustment Factor Filing
For the Ten Months Ending January 31, 2013
Docket No.

Dear Ms. Massaro:

On behalf of National Grid,* enclosed is the Company’s annual Revenue Decoupling Adjustment
(“RDA") factor filing for the 10-month period April 1, 2012 through January 31, 2013. Thisfilingis
submitted pursuant to the provisions of the Company’s Distribution Adjustment Charge (“DAC”) tariff
R.I.P.U.C. NG-Gas No. 101, Section 3, Schedule A, Item 3.9, which were approved by the Rhode Island
Public Utilities Commission in Docket No. 4323. Those tariff provisions allow for an annual reconciliation
of the target revenue per customer and the actual revenue per customer through an RDA factor to be
included in the annual DAC.

Thisfiling consists of the pre-filed testimony and attachments of Ms. Mariella Smith, providing an
overview of the Company’s Revenue Decoupling Mechanism (“RDM™) reconciliation and describing the
actual RDM results for the period April 1, 2012 through January 31, 2013. In her testimony, Ms. Smith
explains that the main driver for this year’ s variance was the past year’ s warmer-than-normal weather and
its impact on the Residential heating class. Formerly, revenue variances due to weather were recovered in
the DAC through a Wesather Normalization factor. Asisdescribed in her testimony, for the 10-month
period ending January 31, 2013, thereis an under collection of $7.49 million, resulting in an RDA factor of
$0.0288 per therm for effect November 1, 2013 as part of the DAC. A revised RDA factor, updated with
forecasted throughput, will be included in the Company’s August 1 DAC filing.

Thank you for your attention to this transmission. If you have any questions please feel freeto
contact me at (401) 784-7667.

Very truly yours,

e SO

Thomas R. Teehan
Enclosures
CC: Leo Wald, Esqg.
Steve Scialabba, Division

! The Narragansett Electric Company d/b/aNational Grid (“National Grid” or the “ Company”).

280 Melrose Street, Providence, RI 02907
T:401-784-7667 ™ thomas.teehan@nationalgrid.com ™  www.nationalgrid.com
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I ntroduction and Qualifications

Please state your name and business addr ess.
My nameis MariellaC. Smith and my business address is Reservoir Woods, 40

Sylvan Road, Waltham, Massachusetts 02451.

What isyour position and responsibilities?

| am a New England Pricing Lead Analyst, in the Regulation and Pricing
Department of National Grid USA Service Company, Inc. (“National Grid”)
supporting the gas pricing activities of The Narragansett Electric Company d/b/a
National Grid (the “Company”). My responsibilities include the design,
implementation, and administration of the Company’ s rates and tariffs for natural

gas service.

Have you previoudly testified before the Rhode Island Public Utilities
Commission (the“ Commission”)?
Yes, | testified in the Gas Infrastructure, Safety and Reliability Plan proceeding,

Docket No. 4380, earlier thisyear.
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Please provide your educational background.
| received a Bachelor of Artsin Political Science from the University of
California, Los Angeles and a Master of Artsin Law and Diplomacy from the

Fletcher School at Tufts University.

Please provide your professional background.

| was first employed by KeySpan Energy in New Y ork from September 2005
through May 2007 as an analyst in the Regulatory Affairs Department. Prior to
re-joining National Grid in 2012, | was an energy consultant with PA Consulting
Group. Inthat role, | provided strategic advisory services on portfolio
optimization, asset acquisition, development, and disposition activitiesto large
utilities. | also performed strategic and operational assessments for utilitiesin the
United States and co-authored market expert reports, white papers, and briefings
on avariety of topicsrelated to U.S. energy markets. Most recently, | worked
with National Grid at the executive level to analyze its company costs and internal
alocations. In 2012, | became a Lead Analyst with Regulation and Pricing, the

position | hold today.
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Purpose of Testimony

What isthe purpose of your testimony?

The purpose of my testimony is to present the Company’ s proposed Revenue
Decoupling Adjustment (“RDA") factor — a product of the Company’ s Revenue
Decoupling Mechanism (“RDM”) —which will be included in the annual
Distribution Adjustment Charge (“DAC”). Specificaly, | provide an overview of
the Company’s RDM reconciliation mechanism and explain the actual RDM
results for the period April 1, 2012 to January 31, 2013". Additionally, | provide
and support the calculation of the Company’s RDA factor of $0.0288 per therm
proposed to be included in the DAC for effect November 1, 2013. Thisfilingis
submitted pursuant to the Company’s RDM Provision, R.1.P.U.C. NG-Gas No.
101, under Section 3, Schedule A, Revenue Decoupling Adjustment Factor,

approved by the Commission in Docket No. 4206.

Areyou sponsoring any scheduleswith your testimony?

Yes. | am sponsoring the following schedules that accompany my testimony:

! Pursuant to RIPUC NG-Gas No. 101, Section 3, Schedule A, Sheet item 3.9, which the Commission
approved in Docket No. 4323, the current RDM reconciliation period is the 10-month period ending
January 31, 2013 rather than the 2013 fiscal year ending March 31, 2013.
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Schedule MCS-1 Proposed RDA Factor

Schedule MCS-2 Revenue Decoupling Mechanism Reconciliation by rate
class by month for the period April 1, 2012 through
January 31, 2013

Schedule MCS-3 Actua vs. Normal Billing Heating Degree Day Comparison
for April 2012 — January 2013

Schedule MCS-4 Revenue-Per-Customer (“RPC”) Targets

RDM Reconciliation

Please provide an overview of the Company’s RDM reconciliation.

In Docket No. 4206, the Commission approved an RPC RDM that provides for an
annual reconciliation, by customer class, of the actual RPC with the target RPC
based on rates approved by the Commission in its 2008 general rate case for its
gas distribution operations, Docket No. 3943, (“2008 Rate Case’). The
reconciliation is performed on a monthly basis and normally covers the period of
April 1 through March 31 of the following year (i.e., the Company’sfiscal year)
for al residential and small and medium Commercial and Industrial (*C&1”) firm
rate classes. Under the mechanism, customers subject to the RDM receive any
over-recovery of target revenue and are surcharged for any under-recovery of
target revenue through the RDA factor as part of the DAC effective November 1

each year.
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Q. Please describe how the Company calculated the RDM reconciliation for the
period April 1, 2012 to January 31, 2013.

A. For the RDM reconciliation, the Company is using the RPC targets approved in
Docket No. 4206, which are based on monthly base revenues? and customer
numbers for each month as approved in the 2008 Rate Case. For reference, these
RPC figures are included as Schedule MCS-4. As specified in Docket No. 4206,
the Company is using the target RPC base revenue for the non-discounted
Residential Non-Heating and Residential Heating classes for the respective low-

income classes.

The Company then calculates the actual RPCs each month by dividing the actual
base revenues for the residential, small and medium C&| rate classes by the
number of customersin each rate class. For the Low-Income Residential Non-
Heating and Low-Income Residential Heating classes, the actual revenues are
adjusted to reflect the equivalent non-discounted revenue. For the small and
medium C& rate class, actual revenues and customer numbers exclude any
revenues and customer numbers associated with Dual-Fuel customers as these
revenues are separately tracked and accounted for in the On-System Margin

component of the DAC. The Company calculates the difference between the

2 The term “base revenues’ is used throughout this testimony to refer to the sum of customer charges,
variable distribution charges, and demand charges from firm sales and transportation customers. It does
not include revenue associated with items such as Gas Cost Recovery, Gross Earnings Tax, Energy
Efficiency or the DAC.
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allowed and actual revenue by multiplying the difference between the target RPC
and the actual RPC by the actual number of customers for that rate classin each
month. For each month, any monthly revenue surplus or shortfall accumulates
and the bal ance accrues interest, which is aso reflected in the final monthly
balance.® At the end of January 2013, the Company totals the RPC monthly
balances for al of rate classes and calculates a single RDA factor for the

cumulative RPC revenue shortfall (in this case), including interest.

V. Results of RDM Reconciliation

10

11

12

13

14

15

Q. Please providethe resultsfor this period’s RDM reconciliation.

For the period April 1, 2012 through January 31, 2013, the Company has

calculated a net under-recovery of $7,490,077. The breakdown per rate classis

set forth in the table below.

Table 3-1: April 1, 2012 - January 31, 2013 RDM Reconciliation

Rate Class January 31, 2013 Ending Balance
Res. Heating (inc. Low Income) $6,562,308
Res Non-Heating (inc. Low Income) ($394,563)
SmalC& | $736,230
Medium C & | $586,102
Total $7,490,077

® Interest on the average monthly deferred balance is calculated at the same interest rate that is used to
calculate interest on the Company’s other deferred DA C balances, which is the Bank of America Prime

Rate less 200 basis points.
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The detailed accumulation of the net under-recovery by rate classisincluded in

Schedule MCS-2.

Please statethe driver (s) for thisnet under-recovery.

While every rate class except the Residential Non-Heating rate class exhibits a
revenue shortfall, the Residential Heating Class represents approximately 87
percent of the total net under-recovery of $7,490,077, or $6,562,308. The under-
recovery for thisrate classis mostly driven by warmer-than-normal weather.
Overall, the difference between the actual billing heating degree days (“HDD”)
for this reconciliation period and the normal billing heating degree days used to
derive the RPC in effect accounts for 7.9 percent warmer-than-normal weather,
which translates into reductionsin actual revenues billed to heating customers®.As
| mentioned previoudly, this drives the bulk of the under-recovery amount.

Schedule MCS-3 reflects the HDD comparison for this reconciliation period.

Proposed RDA Factor

Please describe how the RDA factor was calculated.
As noted above, the Company accumul ates the ending balances for the residential

and small and medium C& | rate classes and calculates a single RDA factor for the

* The RDM replaced the weather normalization factor that was in effect prior to April 1, 2011 and revenue
variances due to weather are now collected through the RDM reconciliation.



10

11

12

13

14

15

16

17

18

THE NARRAGANSETT ELECTRIC COMPANY
d/b/aNATIONAL GRID

R.I.P.U.C. DOCKET NO.
GASREVENUE DECOUPLING MECHANISM
WITNESS: MARIELLA C. SMITH
JULY 1, 2013
PAGE 8 OF 8

cumulative under recovery of revenue. To calculate the single RDA factor, the
Company uses its most recent forecasted throughput for the months of
November 1, 2013 through October 31, 2014 for the residential and small and
medium C&| rate classes.® The Company divides the revenue under recovery by
the applicable therms to calculate an RDA factor of $0.0288 per therm as shown
in Schedule MCS-1. The Company will includeinits August 1 DAC filing a

revised proposed RDA factor based upon an updated throughput forecast.

Did the Company calculate bill impactsfor the RDA factor?

Not at thistime. Because the RDA factor isonly one of several itemsincluded in
the DAC, the bill impact of the RDA factor on a stand-alone basis provides
limited information as to the overall impact of the change in the DAC factors.
Rather, the Company will submit bill impacts for the cumulative impact of all of
its proposed DAC factors, including the RDA factor, with its September 1, 2013

Supplemental DAC filing.

Doesthis conclude your testimony?

Yes, it does.

® The forecast used in this calculation is the second year of the Company’s Five Y ear Forecast presented in
Dockets 4346 and 4339, the 2012 Gas Cost Recovery and Distribution Adjustment Clause filings,
respectively. A new five-year forecast will be available before the August 1 DAC filing but not in time
for inclusion in this analysis.
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The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No.

Schedule MCS-1

Preliminary Gas Revenue Decoupling Adjustment (RDA) Factor

Under / (Over) Coallection Based on 10 mths ended January 31, 2013

Residential Non-Heat (incl Low Income)
Residential Heat (incl Low Income)
Small C&l

Medium C&l

Firm Throughput Forecast for RDM Rate Classes (Nov 2013 - Oct 2014)

RDA Factor per decatherm

RDA Factor per therm

Schedule MCS-2, Page 1, Column (K), Line 39
Schedule MCS-2, Page 2, Column (K), Line 78
Schedule MCS-2, Page 3, Column (K), Line 95
Schedule MCS-2, Page 3, Column (K), Line 112
Sumof linesl1-4

Total

($394,563)
$6,562,308
$736,230
$586,102

$7,490,077
25,973,155 Dths

$0.2884 per decatherm

$0.0288 per therm

Firm throughput for Residential Heat and Non-Heat, Small and Medium C&| rate classes, Docket No. 4346 /4339

Line5/Line6
Line7/10
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The Narragansett Electric Company

d/b/a National Grid
RIPUC Docket No.
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The Narragansett Electric Company

d/b/a National Grid
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