nationalgrid sty e
June 26, 2015

VIA HAND DELIVERY & ELECTRONIC MAIL

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

Warwick, RI 02888

RE: National Grid’'s Gas Revenue Decoupling M echanism Reconciliation Filing
For April 1, 2014 to March 31, 2015
Docket No.

Dear Ms. Massaro:

On behalf of National Grid,' enclosed is the Company’s annual Revenue Decoupling
Mechanism (RDM) reconciliation filing for the period April 1, 2014 to March 31, 2015. This
filing is submitted pursuant to the provisions of the Company’s Distribution Adjustment Clause of
the Company’s gas tariff, RIPU NG-Gas No. 101, Section 3, Schedule A, Revenue Decoupling
Adjustment Factor. Those tariff provisions allow for an annual reconciliation of the target
revenue-per-customer and the actual revenue-per-customer through a Revenue Decoupling
Adjustment (RDA) factor to be included in the annual Distribution Adjustment Charge (DAC).

This filing consists of the pre-filed testimony and schedules of Suhila Nouri Nutile. In her
testimony, Ms. Nutile provides an overview of the Company’s Revenue Decoupling Mechanism
(RDM) reconciliation, and describes the actual RDM results for the period April 1, 2014 to March
31,2015. Ms. Nutile also describes the adjustment to the target revenue-per-customer along with
adjustments to billed revenue associated with the transfer of customers from the non-heating rate
classes to the heating rate classes as presented in the Company’s RDM Filing last year in Docket
No. 4514.

As aresult of the Company’s RDM reconciliation, and reflecting the adjustments to the
target revenue-per-customer and billed revenue associated with the transfer of customers from the
non-heating rate classes to the heating rate classes, the Company over-recovered revenue under its
RDM during the period April 1, 2014 to March 31, 2015 of approximately $14.2 million, mostly

' The Narragansett Electric Company d/b/a National Grid (“National Grid” or the “Company”).
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due to colder-than-normal weather experienced during the reconciliation period. The Company is
not presenting a proposed RDA factor at this time because the RDA factor is one of several factors
included in the DAC. Rather, the Company will submit the RDA factor in its August 1, 2015 DAC
filing.

Thank you for your attention to this transmission. If you have any questions please feel
free to contact me at (401) 784-7288.

Very truly yours,
‘\ \\wé\\v\ f\) \.é‘\.:‘_“--.\_\‘\t./\'\_fl,li\i'...___ e

Jennifer Brooks Hutchinson
Enclosures

cc: Leo Wold, Esq.
Steve Scialabba, Division
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I ntroduction and Qualifications

Please state your name and business addr ess.
My name is Suhila Nouri Nutile and my business address is Reservoir Woods, 40

Sylvan Road, Waltham, Massachusetts 02451.

What isyour position and responsibilities?

I am a Senior Analyst for New England Pricing 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 PUC)?

Yes I have. I have testified before the PUC in the Company’s FY 2016 Gas
Infrastructure, Safety and Reliability Plan Filing, Docket No. 4540. I also
sponsored testimony in last year’s Revenue Decoupling Adjustment (RDA)

factor, Docket No. 4514.

Please provide your educational background.



10

11

12

13

14

15

16

17

18

19

20

21

THE NARRAGANSETT ELECTRIC COMPANY
d/b/aNATIONAL GRID

RIPUC DOCKET NO.
GASREVENUE DECOUPLING MECHANISM
WITNESS: SUHILA NOURI NUTILE
JULY 1, 2015
PAGE 20F 13

I received a Bachelor of Science in Mathematics with a concentration in
Computer Science from the University of New Hampshire in Durham, NH and a
Master of Science in Financial Mathematics from Worcester Polytechnic Institute

in Worcester, MA.

Please provide your professional background.

I was employed by John Hancock in Boston from July 2006 through November
2012 as a Senior Analyst in the Pension Pricing Department. Beginning in
November 2012, I was employed by Computer Science Corporation as a Lead
Analyst in the Cloud Business Unit. In these roles, I designed and developed
pricing strategies and provided cost analyses. In October 2014, I became a Senior

Analyst at National Grid in Regulation and Pricing, the position I hold today.

Pur pose of Testimony

What isthe purpose of your testimony?

The purpose of my testimony is to present the Company’s proposed March 31,
2015 Revenue Decoupling Mechanism (RDM) reconciliation balance which will
be used to compute the RDA factor included in the Company’s August 1, 2015
annual Distribution Adjustment Charge (DAC) filing. Specifically, I provide an
overview of the Company’s RDM reconciliation mechanism and explain the

actual RDM results for the period April 1, 2014 to March 31, 2015. T also
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propose the adjustment to the Target Revenue-Per-Customer along with
adjustments to billed revenue associated with the transfer of customers from the
non-heating rate classes to the heating rate classes as presented in last year’s
RDM Filing in Docket No. 4514. This filing is submitted pursuant to the
Company’s RDM Provision contained in its currently effective tariff, RIPUC NG-
Gas No. 101, under Section 3, Schedule A, Revenue Decoupling Adjustment

Factor (RDM Provision).

Areyou sponsoring any scheduleswith your testimony?
Yes. I am sponsoring the following schedules that accompany my testimony:
Schedule SLN-1 Proposed Annual RDM Reconciliation Balance

Schedule SLN-2 Detailed Monthly RDM Reconciliation for the period April
1, 2014 through March 31, 2015

Schedule SLN-3 Target Revenue-Per-Customer

Schedule SLN-4 Calculation of Non-Heating to Heating Revenue
Adjustment

Schedule SLN-5 Actual vs. Normal Billing Heating Degree Day Comparison
for April 2014 through March 2015

Schedule SLN-6 [llustrative Example of RDM Reconciliation for the period
April 1, 2014 through March 31, 2015 Without Adjusting
Target Revenue-Per-Customer (RPC) and Normalizing
Revenue
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RDM Reconciliation

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

In Docket No. 4206, the PUC approved a Revenue-Per-Customer RDM that
provides for an annual reconciliation, by customer class, of a target level of base
rate revenue and actual base rate revenue as determined through the comparison
of the actual Revenue-Per-Customer during the year and the Target Revenue-Per-
Customer during the same year. The reconciliation is performed on a monthly
basis and covers the Company’s fiscal year (the period April 1 through March 31
of the following year) for all residential and small and medium Commercial and
Industrial (C&I) 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.

Please describe how the Company determinesthe RDM deferral balance for
the period April 2014 to March 2015.

On a monthly basis and for each rate class, the Company calculates the difference
between the target revenue and actual revenue by multiplying the difference
between the Target Revenue-Per-Customer and the actual Revenue-Per-Customer
by the actual number of customers in each month. For each month, any monthly

revenue surplus or shortfall accumulates and the balance accrues interest, which is
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also reflected in the final monthly balance.! The Company is presenting this

annual reconciliation in Schedule SLN-2.

Hasthe Company made any adjustment to the Target Revenue-Per -
Customersapproved in Docket No. 45147

Yes it has. In Docket No. 4514, the Company indicated that it was in the process
of identifying a group of Residential Non-Heating customers who were using
natural gas for heating purposes and therefore needed to be reclassified to the
Residential Heating rates. As a result of this reclassification, the Company would
need to update the number of Residential Non-Heating and Residential Heating
customers used to determine the Target Revenue-Per-Customers for those two

RDM groups.

Hasthe Company identified the customers needed to be reclassified to the
Residential Heating Rates?

Yes it has. Beginning in late October 2014 and continuing through mid-
November 2014, the Company transferred 2,600 customers from the Residential

Non-Heating rate classes to the Residential Heating rate classes.

" 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 DAC balances, which is the Bank of America Prime
Rate less 200 basis points.
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Please describe how the Company identified the 2,600 customers on the
Residential Non-Heating rates who were transferred to the Residential
Heating rates?

The Company identified the customers using two methods. First, the Company
compared its Residential Non-Heating customers with a list of customers who had
participated in the Company’s Marketing and Energy Efficiency programs over
the past few years. From this list the Company identified those customers who
had converted their heating systems to natural gas but had not been transferred to
the Residential Heating rates. Next the Company reviewed the annual usage of
the Residential Non-Heating customers (excluding those customers already
identified in step one) and identified those customers with annual usage exceeding
1,000 therms per year. These two steps identified 2,600 customers and the
Company sent letters to these customers notifying them that the Company had

transferred their gas account to the heating rate class.

Please describe the adjustment to the Target Revenue-Per-Customers.

In Docket No. 4514, the Company indicated that it would recalculate the Target
Revenue-Per-Customers for the Residential Non-Heating and Residential Heating
rate classes again to reflect the transfer of the 2,600 customers discussed above.
In Schedule SNL-3, the Company presents its calculation of the adjusted Target

Revenue-Per-Customers in which it is reducing the number of Non-Heating
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customers for the period February 2013 through January 2014 as determined in
Docket No. 4514 by 2,600 and increasing the number of heating customers for the
period February 2013 through January 2014 as determined in Docket No. 4514 by
2,600. No adjustment was needed to the Adjusted Allocated Revenue
Requirement for the period February 2013 through January 2014 since that
amount is a fixed amount and was determined in Docket No. 4514 in accordance
with the Settlement Agreement in the Company’s last rate case in Docket No.
4323 and was not impacted by the transfer of these customers between rate

classes.

Doesthe Company anticipate updating the Target Revenue-Per-Customers
for any of itsRDM groupsin futurefilings?

The Company is currently conducting a more comprehensive review of residential
customers’ usage to ensure that residential customers are on the appropriate rate
class. When identifying the 2,600 customers, the Company used a conservative
threshold (annual usage of 1,000 therms) to identify customers as being either
heating or non-heating to avoid incorrectly transferring customers to the
Residential Heating rate. Currently, the Company is conducting a comprehensive
statistical study of residential customers’ usage to determine a more appropriate
threshold for identifying residential heating customers. As a result of this study,

the Company may need to reclassify more customers from the Residential Non-
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Heating rates to Residential Heating rates, which may result in the Company
updating once more the number of customers used to calculate the Target

Revenue-Per-Customers for these two RDM groups.

Did thetransfer of 2,600 residential customers between rate classesrequire
any adjustmentsto the actual Revenue-Per-Customer used to derivethe
overall RDM adjustment?

Yes it did. In addition to adjusting the Target Revenue-Per-Customers, the
Company also adjusted the actual billed base rate revenue and customer counts in
order to calculate the appropriate actual Revenue-Per-Customers for the two
residential RDM groups for the period April 2014 through November 2014.
Essentially, restating billed revenue and customer counts for this period has the
effect of reflecting actual revenue and customer counts as if these customers were
billed on the Residential Heating rates for the entire reconciliation period. These
adjustments were necessary to ensure that the comparison between the Target
Revenue-Per-Customers and actual Revenue-Per-Customers was performed on
the same basis. As described in Docket No. 4514, such adjustments were needed

to avoid an unintended result which would financially benefit the Company.
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Please explain the adjustment made to actual revenue and customer counts
for the period April 2014 through November 2014 associated with the
transfer of the 2,600 customers.

Beginning in late October 2014 and continuing through mid-November 2014, the
Company transferred 2,600 customers from the Residential Non-Heating rates to
the Residential Heating rates. However, as described above, in order to
appropriately compare the Target Revenue-Per-Customer with the actual
Revenue-Per-Customer, it was necessary to restate the actual revenue and
customer count assuming these customers were on the Residential Heating rates
beginning April 1, 2014. Therefore, as shown in Schedule SNL-4, the Company
reduced the Residential Non-Heating rate classes (including the Residential Non-
Heating Low Income rate class) by 2,600 customers and the associated
distribution revenue during the months of April 2014 through November 2014
(through the last month in which each customer was billed the Residential Non-
Heating base rates). Correspondingly, the Company increased the Residential
Heating rate classes (including the Residential Heating Low Income rate class) by
2,600 customers and the associated base distributed revenue during the same

months as if these customers were billed on the Residential Heating base rates.

Please explain how the Company calculated the revenue adjustments made to

the Residential Non-Heating and Residential Heating RDM groups.
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The Company obtained a report which identified, for the 2,600 customers who
were transferred, the actual monthly usage and associated billed revenue for the
period April 2014 through the date of the customer’s transfer to the Residential
Heating rates. As shown in Schedule SNL-4, Line 10, the distribution revenue for
the 2,600 customers billed at the Residential Non-Heating rates (including
Residential Non Heating Low Income rate) totaled $722,460 for the period April
2014 through November 2014. Also in Schedule SNL-4, the Company calculated
the revenue for these customers as if they had been billed on the Residential
Heating rates (including the Residential Heating Low Income rates) by
multiplying the actual billing determinants shown on Lines 24 through 30 by the
appropriate Residential Heating rates (and Residential Heating Low Income rates)
presented on Lines 12 through 23. The distribution revenue for the 2,600
customers resulting from this calculation is $708,542 for the period April 2014

through November 2014 as shown in Schedule SLN-4, Page 2, Line 39.

Results of the RDM Reconciliation

Please providetheresultsfor the RDM reconciliation for the year ending
March 2015.
For the period April 2014 through March 2015, the Company has calculated a net

over-recovery of target revenue of approximately $14.2 million. The summary by
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RDM group is presented in Schedule SLN-1 and the detailed reconciliation by

RDM group is shown in Schedule SLN-2.

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

The over-recovery for the period April 2014 through March 2015 is generated by
a higher level of revenue which is mostly due to colder-than-normal weather
experienced during the reconciliation period. The difference between actual
billing heating degree days and normal billing heating degree days used to
determine the Target Revenue-Per-Customers show the weather to be 10% colder
than normal for the reconciliation period while the over-recovery equates to 9% of
total revenue. Schedule SLN-5 shows the billing heating degree day comparison

for this reconciliation period.

Did the adjustmentsto the Target Revenue-Per-Customer and actual
revenuesresulting from thetransfer of 2,600 customersimpact the RDM
reconciliation?

Yes, as described above it was necessary to adjust both the Revenue-Per-
Customer Targets as well as actual revenue to avoid an unintended revenue
impact resulting from the transfer of the 2,600 customers from the Residential
Non-Heating rate classes to the Residential Heating rate classes. If the Target

Revenue-Per-Customers were not further adjusted to reflect these customers on
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the residential heating during the rate year of the Company’s last general rate
case, and if actual base rate revenue and customer counts for the period of April
2014 through November 2014 were not normalized for this transfer, the RDM
over recovery would have been $13.7 million, as shown in Schedule SNL-6,
rather than $14.2 million presented in Schedule SNL-1. Therefore, the
Company’s proposed adjustments, which were indicated in Docket No. 4514
would be made in this filing, results in a larger credit to customers of
approximately $0.5 million than what would have been credited to customers had

the Company not made these adjustments.

Bill Impacts

Did the Company calculate bill impacts and a proposed RDA Factor ?

No, the Company is not presenting this information at this time. Because the
RDA factor is only one of several factors included in the DAC, the proposed
RDA factor and associated bill impact on a stand-alone basis provides limited
information as to the overall impact of the change in the overall 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 August 1, 2015

DAC filing.
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Q. Doesthis conclude your testimony?

A. Yes, it does.
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Schedule SLN-1

Page 1 of 1
Proposed Annual RDM Reconciliation Balance

Line Over Recovery Based on 12 mths ended March 31, 2015

No.

1 Residential Non-Heat (incl Low Income) ($870,926)
2 Residential Heat (incl Low Income) ($12,006,044)
3 Small C&l ($858,734)
4 Medium C&l ($445,882)
5 Total ($14,181,587)

1 Schedule SLN-2, Page 1, Column (1), Line 36
2 Schedule SLN-2, Page 2, Column (1), Line 72
3 Schedule SLN-2, Page 3, Column (1), Line 84
4 Schedule SLN-2, Page 3, Column (I), Line 96
5 Sum of lines 1-4
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The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No.

Schedule SLN-6

Page 1 of 5

Proposed Annual RDM Reconciliation Balance
(Without Adjusting Target RPCs and Normalizing Revenue)

Line Over Recovery Based on 12 mths ended March 31, 2015

No.

1 Residential Non-Heat (incl Low Income) ($1,838,825)
2 Residential Heat (incl Low Income) ($10,553,676)
3 Small C&I ($858,734)
4 Medium C&I ($445,882)
5 Total ($13,697,117)

1 Schedule SLN-6, Page 2, Column (1), Line 36
2 Schedule SLN-6, Page 3, Column (1), Line 72
3 Schedule SLN-6, Page 4, Column (1), Line 84
4 Schedule SLN-6, Page 4, Column (1), Line 96
5 Sum of lines 1-4
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The Narragansett Electric Company

d/b/a National Gri

RIPUC Docket No.
Schedule SLN-6
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