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Dear Ms. Massaro:

On behalf of National Grid,* | have enclosed the Joint Pre-filed Testimony and Schedules
of Stefan Nagy and Scott M. McCabe in support of National Grid's proposal to bid the capacity
of customer-owned distributed generation facilities (DG Facilities) into the ISO-NE Forward
Capacity Market (FCM) and proposed ratemaking treatment of certain FCM costs and proceeds
associated with this activity (FCM Proposal). The DG Facilities discussed in thisfiling refer to
facilities owned and operated by customers who participate in the Company’s Renewable
Energy (RE) Growth Program pursuant to R.l. Gen. Laws § 39-26.6 et seg. and the RE Growth
Program for Non-Residential Customers, RIPUC No. 2152-B, or who have executed standard
contracts with the Company pursuant to the Distributed Generation Standard Contracts Act, R.I.
Gen. Laws § 39-26.2.1 et seq.

The FCM isawholesale el ectricity market within ISO-NE that uses price signalsto
ensure that the region maintains an adequate supply of capacity resources to meet electricity
demand. The FCM ensures resource adequacy by providing payments to supply and demand
resources to maintain and invest in new capacity to deliver power to the electric grid whereit is
most needed. Asfurther explained in the testimony, the Company’ sinitial strategy isto bid the
capacity of solar DG Facilities into the FCM and assume a Capacity Supply Obligation that
includes both Performance Incentive payments and penalties, as available through the ISO-NE
Pay for Performance structure.?

In this filing, the Company is seeking the Public Utilities Commission’s (PUC) approval
(2) to recover al 1SO-NE payments, fees, charges, or penalties (the Net FCM Proceeds) from the
Company’ s participation in the FCM with DG Facilities; (2) share the Net FCM Proceeds with

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

2 Capitalized terms used herein and not otherwise defined shall have the meanings ascribed to those termsin Section
| of the ISO New England Inc. Transmission, Markets, and Services tariff as referenced in the Pre-Filed Joint
Testimony.

280 Melrose Street, Providence, Rl 02907
T:401-784-7288 ®m jennifer.hutchinson@nationalgrid.com ™  www.nationalgrid.com
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customers at an 80/20 sharing allocation (80 percent to customers and 20 percent to the
Company, either positive or negative); and (3) to recover all incremental administrative costs
incurred as the result of performing activities related to bidding capacity of DG Facilitiesinto
the FCM, including, without limitation, administrative costs associated the implementation and
ongoing operation of the FCM Proposal.

In addition, the Company requests the PUC’ s approval of revisionsto three of the
Company’ s existing tariffs, which are necessary to implement the Company’s FCM Proposal.
The Company is enclosing the following documents:

1. Clean and redlined versions of National Grid’s proposed revisionsto the RE Growth
Program Cost Recovery Provision, RIPUC No. 2153 (Schedule NG-9);

2. Clean and redlined versions of National Grid’'s Long-Term Contracting for Renewable
Energy Cost Recovery Provision, RIPUC No. 2127 (Schedule NG-10); and

3. Clean and redlined versions of revisions to National Grid's Long-Term Contracting for
Renewable Energy Cost Recovery Reconciliation Provision, RIPUC No. 2125 (Schedule
NG-11)

The tariff revisionsinclude (1) adefinition of Customer Share of Net FCM Proceeds; (2)
aprovision alowing for the recovery of actual incremental administrative costs incurred as the
result of the Company’ s participation in the FCM, and (3) modifications to the reconciliation
formulas, as detailed in Schedules NG-9, NG-10, and NG-11, as necessary to implement the
Company’s FCM Proposal.

In order for the Company to qualify itsinitia portfolio of commercially operational solar
DG Facilities for participation in the next Forward Capacity Auction, Forward Capacity Auction
12 in June 2017, the Company is requesting PUC approval by February 1, 2017.

Thank you for your attention to this matter. If you have any questions, please contact

me at 401-784-7288.
Very truly yours,

Jennifer Brooks Hutchinson
Enclosures
cC: Leo Wold, Esg.

Jon Hagopian, Esqg.
Steve Scialabba, Division
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I ntroduction and Qualifications of Stefan Naqy

Mr. Nagy, please state your name and business addr ess.

My name is Stefan Nagy, and my business address is 40 Sylvan Road, Waltham,

M assachusetts 02451.

By whom are you employed and in what position?

| am employed by National Grid USA Service Company, Inc. (National Grid) as a Senior
Analyst, Strategic Business, Policy, and Evaluation. Inthisrole, | provide servicesto
The Narragansett Electric Company d/b/a National Grid (the Company) and am
responsible for managing the participation of the Company’s portfolio of energy
efficiency, combined heat and power, and solar distributed generation (DG) resources in
the ISO New England Inc. (ISO-NE) Forward Capacity Market (FCM). Inthisrole, my
responsibilities include, among other things, devel oping market participation strategies,
qualifying new projects in the market, submitting information required by 1SO-NE for
continued participation of projectsin the market, and monitoring the performance of

existing projects and the Company’s overall portfolio.

Please describe your educational background and professional experience.
| earned a Bachelor of Science degree in Economics and a Bachelor of Science degreein
Energy, Business and Finance from Pennsylvania State University. | also earned a

Master of Science degreein Energy and Mineral Engineering from Pennsylvania State



10

11

12

13

14

15

16

17

18

19

20

21

THE NARRAGANSETT ELECTRIC COMPANY
d/b/aNATIONAL GRID
RIPUC DOCKET NO.
PROPOSAL TO BID CAPACITY OF CUSTOMER-OWNED DG FACILITIES
INTO THE FORWARD CAPACITY MARKET
WITNESSES: STEFAN NAGY
SCOTT M. MCCABE
PAGE 20F 34

University with an option in Energy, Management and Policy. The focus of my graduate
education coursework was on the economics of wholesale energy markets, and for my
Master’ sthesis, | conducted research on the ability of energy efficiency resourcesto
engage in arbitrage through participation in the PIM Interconnection LLC capacity
market. | have worked in my current role at National Grid managing the Company’s

participation in the FCM since October 2013.

Have you previoudly testified before the Public Utilities Commission (PUC)?

No, | have not.

I ntroduction and Qualifications of Scott M. M cCabe

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.

Please state your position.

| am the Manager of New England Electric Pricing, in the Regulation and Pricing
Department of National Grid. My responsibilities include the design, implementation,
and administration of rates and tariffs for the Company as well as those of Massachusetts

Electric Company and Nantucket Electric Company.
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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 (DSM) department as a program
manager responsible for the implementation of Bay State Gas' commercia and
multifamily DSM Programs. In August 1996, | joined EnergyUSA, an unregul ated
affiliate of Bay State Gas, as a Senior Financial Analyst and in December 1997 was
promoted to Manager of Product Support. In January 1999, | rejoined 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 Principal Analyst and in July 2013
became a Principal Program Manager. In May of 2014, | was promoted to my current

position.
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Have you previoudly testified before PUC?

Yes.

Purpose of Testimony

What isthe purpose of your joint testimony?

The purpose of our joint testimony isto present the Company’s proposal to bid the
capacity of customer-owned distributed generation facilities (DG Facilities) into the 1SO-
NE FCM and to propose ratemaking treatment of certain FCM costs and proceeds
associated with this activity (FCM Proposal). The DG Facilities discussed in this
testimony refer to facilities owned and operated by customers who participate in the
Company’ s Renewable Energy (RE) Growth Program pursuant to R.l. Gen. Laws § 39-
26.6 et seq. and the RE Growth Program for Non-Residential Customers, RIPUC No.
2152-B (RE Growth Tariff), or who have executed standard contracts with the Company
pursuant to the Distributed Generation Standard Contracts (DGSC) Act, R.l. Gen. Laws §
39-26.2.1 et seq. Asdetailed below, in thisfiling, the Company seeksthe PUC's
approval: (1) to recover all 1SO-NE payments, fees, charges, or penalties from
participation in the FCM with DG Facilities, resulting in Net FCM Proceeds;* (2) to share
Net FCM Proceeds with customers, with 80 percent of Net FCM Proceeds credited or

charged to customers within the respective cost recovery factors of each distributed

“Net FCM Proceeds’ refer to al payments received from | SO-NE for participation in the FCM, net of any
ISO-NE fees, charges, or penalties that may be assessed under the current or future FCM market rules.
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generation program, and 20 percent of Net FCM Proceeds, either positive or negative,
retained by the Company; (3) to recover al incremental administrative costs incurred as
the result of performing activities related to bidding capacity of DG Facilities into the
FCM, including, without limitation, administrative costs associated the implementation
and ongoing operation of the FCM Proposal; and (4) of the proposed tariff revisionsto
three of the Company’ s existing tariffs necessary to implement the Company’s FCM

Proposal, as discussed below.

Our joint testimony also summarizes the revisions to the Company’ s RE Growth Program
Cost Recovery (REGPCR) Provision, RIPUC No. 2153, Long-Term Contracting for
Renewable Energy Cost Recovery (LTCRER) Provision, RIPUC No. 2127, and Long-
Term Contracting for Renewable Energy Cost Recovery (LTCRER) Reconciliation
Provision, RIPUC No. 2125, collectively the “Recovery and Reconciliation Factors,” that

are needed to implement the Company’s FCM Proposal.

Isthe Company requesting the PUC’ s approval of thisFCM Proposal by a specific
date?

Yes, itis. The Company is requesting PUC approval of the Company’s FCM Proposal by
February 1, 2017. Asdiscussed later in our testimony, the Company wishesto qualify its

initial portfolio of commercially operationa solar DG Facilities for participation in the
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next Forward Capacity Auction, 2 Forward Capacity Auction 12, in order to maximize
value for its customers. Final qualification materials for Forward Capacity Auction 12 are
due to ISO-NE in June 2017, and the Company will need to begin preparing qualification
materialsin February 2017 in order to successfully submit materials for qualification in

June 2017.

How isyour joint testimony or ganized?

Our testimony is organized as follows: Sections | and 11 of the testimony provide
introduction and background information; Section |11 describes the purpose of the
testimony; Section IV describes the FCM and its function; Section V describes the
Company’s FCM Proposal; Section V1 describes the Company’s FCM bidding strategy;
Sections VII and V111 describe the potential revenue and costs; Section I X describes the
Company’ s sharing proposal; Section X contains a description of proposed tariff revisions;

and Section X| is aconclusion.

Areyou sponsoring any schedulesto your joint testimony?

Yes. We are sponsoring the following schedules:

Capitalized terms used herein but not otherwise defined shall have those meanings ascribed in Section | of
the 1ISO New England Inc. Transmission, Markets, and Services tariff at: http://www.iso-
ne.com/participate/rules-procedures/tariff.
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Schedule Description

Schedule NG-1 Forward Capacity Auction 12 Timeline

Schedule NG-2 Projected Installed Capacity

Schedule NG-3 Projected Qualified Capacity

Schedule NG-4 Projected Net Customer Benefit — Base Case

Schedule NG-5 Projected Net Customer Benefit — Base Case v. No Capacity
Supply Obligation

Schedule NG-6 Projected Net Customer Benefit — Base Case Monte Carlo
Scenarios

Schedule NG-7 Projected Net Customer Benefit — Sensitivity Case Monte Carlo
Scenarios

Schedule NG-8 Estimated Ongoing Administrative Costs

Schedule NG-9 Proposed REGCR Provision

Schedule NG-10 Proposed L TCRER Provision

Schedule NG-11 Proposed L TCRER Reconciliation Provision

The Forward Capacity M arket

Please describe, generally, the Forward Capacity Market and its function.

The Forward Capacity Market, or “FCM”, is awholesale electricity market within 1SO-
NE that uses price signals to ensure that the region maintains an adequate supply of
capacity resources to meet electricity demand. The FCM ensures resource adequacy by
providing payments to supply and demand resources to maintain and invest in new

capacity to deliver power to the electric grid where it is most needed.?

“Resource adequacy” addresses the ability of the grid’s generating capacity to adequately meet demand
without incurring blackouts in times of very high load.
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The FCM functions as a three-year forward, auction-based market.* Participants bid into
a competitive auction each year. Bidsthat are less than or equal to the auction price will
clear the auction. All bidsthat clear the auction are assigned a Capacity Supply
Obligation, which requires that they deliver the capacity three yearsinto the future and
for the duration of at |east a one-year Capacity Commitment Period.”> For example, the
most recent auction occurred in February 2016 and was for the delivery of capacity from
June 1, 2019 to May 31, 2020. Any participant that meets its Capacity Supply Obligation
on time will receive monthly base payments equal to the capacity clearing price
multiplied by the megawatts (MW) of capacity being delivered. In addition to the
monthly base payments, participants may receive incentive payments and/or penalties (as
described in more detail in Section VI below) based on their performance® during times

of system shortage.

Company Proposal

Please explain the Company’s FCM Proposal.

Detailed information regarding the rules and regulations of the FCM is available in Section |11 of the ISO
New England Inc. Transmission, Markets, and Services tariff at: http://www.iso-ne.com/participate/rules-

procedures/tariff.

A “Capacity Commitment Period” is a one-year period, from June 1 through May 31 of the following
calendar year, for which 1SO-NE procures capacity in the Forward Capacity Auctions.

As described in more detail in Section VI, participants may be eligible for incentive payments during times
of system shortage even without acquiring a Capacity Supply Obligation in the FCM.
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The Company is proposing to bid the capacity of certain DG Facilities into the FCM as
well as the ratemaking treatment of this activity. The Company’s bidding strategy, and
any subsequent participation in the FCM with DG Facilities, is dependent upon the
PUC’ s approval of the Company’s FCM Proposal. PUC approval of the Company’s
FCM Proposa would allow the Company to: (1) recover all 1ISO-NE payments, fees,
charges, or penalties from participation in the FCM with DG Facilities, resulting in Net
FCM Proceeds, (2) share with customersin the Net FCM Proceeds at an 80/20 sharing
allocation (80 percent to customers and 20 percent to the Company); and (3) recover all
incremental administrative costs incurred as the result of performing activities related to
bidding capacity of DG Facilities into the FCM, including, without limitation,
administrative costs associated the implementation and ongoing operation of the FCM
Proposal, in the Recovery and Reconciliation Factors. The Company is essentially
proposing to reflect 80 percent of Net FCM Proceeds and the incremental administrative
costs stated in (3), above (together referred to as the Net Customer Benefit) in the

Recovery and Reconciliation Factors for the RE Growth Program and DGSC program.

Asawhole, the Company’s FCM Proposal reduces the risk to customers of the Company
participating in the FCM with third party-owned facilities and incentivizes the Company
to maximize the proceeds from the participation of these assets in the FCM, while sharing

appropriately in the risk for doing so. The proposal would also enable the Company to



10

11

12

13

14

15

16

17

18

19

20

21

THE NARRAGANSETT ELECTRIC COMPANY
d/b/aNATIONAL GRID
RIPUC DOCKET NO.
PROPOSAL TO BID CAPACITY OF CUSTOMER-OWNED DG FACILITIES
INTO THE FORWARD CAPACITY MARKET
WITNESSES: STEFAN NAGY
SCOTT M. MCCABE
PAGE 10 OF 34

pursue its strategy to monetize the capacity of qualified DG Facilitiesin the FCM and
maximize the potential value of such capacity for the benefit of its customers.

As discussed in more detail below, the Company has developed an initial strategy to bid
the capacity of certain solar DG Facilities into the FCM to receive Net FCM Proceeds,
which the Company estimates to be approximately $36.9 million, based on the current

capacity expected from the two DG programs operated by the Company.

IsPUC approval required in order for the Company to bid the capacity of DG
Facilitiesintothe FCM?

No. The Company already has the regulatory authority to bid the capacity of DG
Facilitiesinto the FCM. The DGSC and RE Growth Program tariff provisions and
contract provisions already approved by the PUC allow, but do not require, the Company
to bid the capacity of non-residential DG Facilitiesinto the FCM, and to use those
payments to offset the total cost of the DG programs that is recovered from all customers
through the Recovery and Reconciliation Factors for each program. In thisfiling, the
Company is seeking PUC approval for the FCM Proposal and the corresponding tariff
revisions that would enable the implementation of the proposal and the disposition of Net

Customer Benefit resulting from the proposal.

Hasthe Company already qualified and bid capacity of DG Facilitiesin Rhode

Island intothe FCM ?
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No.

Please explain why the Company is proposing to bid the capacity of DG Facilities
intothe FCM.

The Company has gained experience with the market through its qualification of capacity
associated with energy efficiency and solar facilities. The Company has qualified energy
efficiency resourcesin al Forward Capacity Auctions since the inception of the FCM,
and has qualified solar resources, which are owned by the Company’s affiliate
Massachusetts Electric Company, in Forward Capacity Auctions 4 through 11. Based on
this experience, the Company has evaluated the benefits, risks, and administrative
requirements presented by current market conditions in the FCM and concluded that
bidding the capacity of certain DG facilities into the FCM could yield significant value

for customers.

Non-residential RE Growth facilities and all DGSC facilities in Rhode Island are the
functional equivalent of stand-alone generators, which are independently metered and can
successfully qualify for and bid into the FCM, if they meet other ISO-NE requirements.
Recent changes in market conditions have increased the value of this capacity. Until

May 30, 2014, the FCM was in a state of flux, and FCM auction prices, with some
notable exceptions, were relatively low, never reaching above $4.50 per kilowatt-month

(kW-month). Theinterim FCM rule changes were finalized on May 30, 2014. Under
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current market conditions, FCM prices have increased, with prices for new resources in
Forward Capacity Auction 9 ranging from $9.55 per kW-month to $17.728 per kW-
month (depending on the capacity zone where the resourceis located). Pricesfor all
resources in Forward Capacity Auction 10 were set at $7.03/kW-month. Direct
participation in the FCM is the only method by which the capacity of independently-
metered DG Facilities in Rhode Island can be monetized. For example, in the case of
solar DG Facilities, ISO-NE conducts an annual Solar Photovoltaic (PV) forecast as part
of its net load forecasting process. Solar PV capacity that is modeled as behind-the-meter
isincorporated into the net load forecast and reduces the Installed Capacity
Requirement,’ effectively reducing the amount of capacity that customers must purchase
through the FCM. Conversely, |SO-NE does not adjust the Installed Capacity
Requirement for independently-metered Solar PV capacity that participates in the | SO-
NE wholesale energy market because these resources are expected to participate directly
inthe FCM. Under this forecasting treatment, the capacity of solar DG Facilitiesin
Rhode Island, which are directly metered under the DGSC and RE Growth Programs, is
not reduced from the Installed Capacity Requirement, and can only be monetized through

direct participation in the FCM.

For a detailed report on the determination of the Forward Capacity Auction 10 Installed Capacity
Requirement, please refer to the “1SO New England Installed Capacity Requirement, Local Sourcing
Requirements and Capacity Requirement Values for the System-Wide Capacity Demand Curve for the
2019/20 Capacity Commitment Period” at http://www.iso-ne.com/static-
assets/documents/2016/01/icr_values 2019 2020 report final.pdf,
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The above factors provide support for the Company’ s determination that bidding DG
Facilitiesinto the FCM, with its proposed FCM Proposal in place, islikely to be

beneficial for customers and would capture the value of otherwise unutilized capacity.

Doesthe Company intend to bid the capacity for all DG Facilities?

Initially, the Company intends to qualify and bid only non-residential solar DG Facilities
with a nameplate capacity of at least 250 kilowatts (kW). 1SO-NE does not allow
generation capacity less than 100 kW to participate in the market under its current rules.
Typicaly, ISO-NE qualifies solar facilitiesin the FCM at approximately 35% of the
nameplate AC capacity, making 250 kW an approximate threshold for the participation of
solar facilities. In addition, the Company does not obtain title to the capacity from
residential customer systems. The Company’s existing meters for the non-residential
solar DG Facilities can be used to meet the ISO-NE reporting requirements for DG in the

FCM.

If the ISO-NE market rules change such that the solar DG Facilities smaller than 250 kW
may participate in the FCM, the Company will evaluate its ability to efficiently qualify
and bid al non-residential solar DG Facilities with a nameplate capacity of at least 25
kW and will consider doing so if the Company estimates that this group of facilities could

generate a net benefit to customers.
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VI.

While the Company’s FCM Proposal, if approved, would begin through participating in
the FCM with solar DG Facilities' capacity, the Company is not intending to limit the
manner in which it may choose to participate in the FCM with DG Facilities (including
technol ogies other than solar) or the applicability of the FCM Proposal to such
participation. The Company will evaluate projects on an individual basisto determine
whether or not each project would be viable in the market, how they will participatein
the market (i.e., whether or not to take on a Capacity Supply Obligation), and will also
continue to assess the inclusion of other technologiesin any future FCM bidding

portfolios.

Company Strategy for FCM Participation

What isthe Company’sstrategy for bidding the capacity of solar DG Facilitiesinto
theFCM?

The Company’sinitial strategy isto bid the capacity of solar DG Facilities into the FCM
and assume a Capacity Supply Obligation that includes both Performance Incentive
payments and penalties, as avail able through the Pay for Performance structure recently

instituted by 1SO-NE’s new market rule.®

For a detailed description of ISO-NE’simplementation of the new rules, please refer to ISO-NE's
compliance filing on the rule change, “1SO New England Inc., Docket Nos. ER14-2419- | EL14-52- ;
30-Day Compliance Filing to Revise Tariff section 11.13.7” at https.//www.iso-ne.com/static-
assets/documents/2014/11/er14-2419-002_11-3-14 two-settlement market compliance filing.pdf
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Please explain the Pay for Performance structure.

The implementation of the Pay for Performance structure creates two distinct options for
market participation in the FCM. In the first option, participants may bid into a Forward
Capacity Auction and take on a Capacity Supply Obligation, as described above. If
participants deliver on their Capacity Supply Obligation, they are entitled to monthly
base payments. Additionally, participants with a Capacity Supply Obligation are
obligated to perform during Capacity Scarcity Conditions,® as per the Pay for
Performance rule, and are eligible for Performance Incentive payments and penalties
(Capacity Supply Obligation Market Participation Option). In the second option,
participants do not take on a Capacity Supply Obligation, but simply report to |SO-NE

the resource’ s energy production that is coincident with a Capacity Scarcity Condition for

Capacity Scarcity Conditions, as defined by Section 111.13.7.2.1 of the ISO New England Inc.
Transmission, Markets, and Services tariff, can occur at any time and are determined based on system
constraints that |ead to a shortage of operating reserve capacity. The Pay for Performance rule includes a
balancing ratio, which is set as the ratio of the total system load to the Installed Capacity Requirement at
the time of a Capacity Scarcity Condition. During the Capacity Scarcity Condition, all capacity resources
with a Capacity Supply Obligation are required to perform at alevel equal to or greater than their Capacity
Supply Obligation, as scaled by the balancing ratio. For example, if the system load at the time of a
Capacity Scarcity Condition is 15,000 MW and the Installed Capacity Requirement is 30,000 MW, the
balancing ratio is 0.5, which requires that al capacity resources perform at or above half of their Capacity
Supply Obligation. Any resource that performs at alevel that is lower than the required fraction of its
Capacity Supply Obligation will pay a Performance Incentive penalty, equa to the payment rate ($MWh)
scaled by the level of underperformance. Likewise, any resource that exceeds its scaled Capacity Supply
Obligation will receive a Performance I ncentive payment equal to the payment rate scaled by the level of
over-performance. The payment rate starts at $2,000/MWh and will ramp up to $5,455/MWh by 2024.
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the purpose of receiving Performance Incentive payments (Alternative Market

Participation Option).*

Which option isthe Company planning to pursue aspart of its strategy?

At thistime, the Company intends to participate in the FCM under the Capacity Supply
Obligation Market Participation Option because, although it will require more planning
and active oversight, the Company’s analysis, presented later in this testimony, indicates
that taking on a Capacity Supply Obligation, with monthly base payments and
Performance Incentive payments, is expected to bring significantly more value than not

taking on a Capacity Supply Obligation.

What istherisk of Performance I ncentive penaltiesunder the Capacity Supply
Obligation Market Participation Option?

The Company projects that, after mitigating certain risks and assuming careful
management of the FCM portfolio, once the portfolio has reached a steady state,™ thereis

less than a 1.5% probability of realizing a net loss in the market from Performance

10

11

If participants do not take on a Capacity Supply Obligation, they are not eligible to receive monthly base
payments and there is no obligation to perform during Capacity Scarcity Conditions, which means fewer
incentives for performance and no penalties for under-performance. Instead, the resources can be
registered without a Capacity Supply Obligation and, if there are Capacity Scarcity Conditions coincident
with solar production, they could receive Performance Incentive payments for the energy production during
the Capacity Scarcity Condition.

The term “ steady stat€” in this testimony refers to a state in which all of the DG Feacilities in the Company’s
initial FCM portfolio have become commercially operational and active in the FCM, such that the projected
growth of the Company’s capacity, and the associated Net FCM Proceeds, has plateaued.
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Incentive penalties on an annual basis. Historically, Capacity Scarcity Conditions have
occurred during the day in the summer. Because solar DG Facilities are likely to be
meeting or exceeding their Capacity Supply Obligations at such times, this should
generally result in Performance Incentive payments as opposed to Performance Incentive
penalties. Moreover, even if there are some Performance Incentive penalties, it is
unlikely that the penalties would outweigh the base payments, which constitute roughly
95 percent of the capacity revenue in a given year (with Performance Incentive payments

accounting for the remaining 5 percent).

Arethereany risksassociated with the Alternative Market Participation Option?

Y es, there are potential risks. Although the Alternative Market Participation Option
would carry no risk of Performance Incentive penalties (because there is no Capacity
Supply Obligation), there is still some degree of risk that the costs will outweigh the
benefits. Namely, if there are few or no Capacity Scarcity Conditions coincident with
solar performance in a given year, the administrative costs to register the resources in the
market could exceed the benefits of any Performance Incentive payments under the

Alternative Market Participation Option.

What wor k would the Company perform when bidding DG Facilitiesinto the FCM ?
Although the DG Facilities that the Company would bid into the FCM are or will be

customer-owned and operated, the Company would act as the Lead Market Participant in



THE NARRAGANSETT ELECTRIC COMPANY
d/b/aNATIONAL GRID
RIPUC DOCKET NO.
PROPOSAL TO BID CAPACITY OF CUSTOMER-OWNED DG FACILITIES
INTO THE FORWARD CAPACITY MARKET
WITNESSES: STEFAN NAGY
SCOTT M. MCCABE
PAGE 18 OF 34

10

11

12

13

14

15

16

the FCM.* Asthe Lead Market Participant, the Company would, among other things,
submit: (1) resource qualification materials; (2) Forward Capacity Auction bids; (3)
Annual Reconfiguration Auction® bids, if applicable; (4) quarterly critical path schedule
updates; and (5) monthly performance data. The Company will attempt to qualify DG
Facilities as New Intermittent Generating Resources for the earliest feasible Forward
Capacity Auction. For the Company’sinitial participation in the FCM with solar DG
Facilities, a detailed timeline of the qualification and auction process for Forward
Capacity Auction 12 is shown in Schedule NG-1. If the resources clear in a Forward
Capacity Auction, the Company may also attempt to qualify and have them clear in an
Annual Reconfiguration Auction for an earlier Commitment Period. The Company will
also continually assess its bidding strategy and participation in the FCM, and make
necessary adjustments, including, without limitation, monitoring the production and
revenue associated with its DG Facilities FCM portfolio in order to maximize revenue

and actively mitigate the risk of Performance Incentive penalties.

12

13

According to Section 1.2.2 of the ISO-New England Inc. “ Transmission, Markets, and Services’ tariff at:
http://www.iso-ne.com/partici pate/rul es-proceduresitariff, “ For purposes of the Forward Capacity Market,
the Lead Market Participant is the entity designated to participate in that market on behalf of an Existing
Capacity Resource or a New Capacity Resource.”

Reconfiguration Auctions are secondary auctions that occur annually, between the Forward Capacity
Auction and the start of the associated Capacity Commitment Period, as well as monthly during the
Capacity Commitment Period. These auctions allow FCM participants to adjust their Capacity Supply
Obligations, for the relevant Capacity Commitment Period, to monetize capacity that did not clear in the
Forward Capacity Auction or “buy out” of an obligation that they may not be able to meet.



10

11

12

13

14

15

16

17

18

19

20

21

THE NARRAGANSETT ELECTRIC COMPANY
d/b/aNATIONAL GRID
RIPUC DOCKET NO.
PROPOSAL TO BID CAPACITY OF CUSTOMER-OWNED DG FACILITIES
INTO THE FORWARD CAPACITY MARKET
WITNESSES: STEFAN NAGY
SCOTT M. MCCABE
PAGE 19 OF 34

How will the Company mitigate therisk of Performance I ncentive penalties?

The Company intends to qualify resources in amanner that limits the risk of realizing
Performance Incentive penalties for underperformance. For instance, solar DG Facilities
would be qualified as “ Summer-Only” Intermittent Generating Resources, which will
only have a Capacity Supply Obligation for the months of June, July, August, and
September. Thiswill eliminate the risk that Capacity Scarcity Conditionsin the winter,
when solar production is lower, will lead to Performance Incentive penalties for the solar
DG Facilities. Prior to qualification, the Company will conduct athorough review of
each DG Facility’ s projected and/or historic performance to appropriately size the
facility’s Capacity Supply Obligation and reduce the risk of underperformance relative to
the Capacity Supply Obligation. Additionally, the Company will only qualify DG
Facilities for the FCM once the facilities are operating in order to eliminate the risk of
obtaining a Capacity Supply Obligation for a DG Facility that never becomes operational.
The Company will continuously monitor the performance of all facilities that have been
entered into the FCM and obtained a Capacity Supply Obligation. The Company will
evaluate each project that is determined to be underperforming relative to its Capacity
Supply Obligation to determine if the underperformance is expected to persist.
Evaluation steps may include analysis of historic performance and weather data,
discussions with the facility owner, and any other analysis deemed appropriate. If the
Company’ s eval uation determines that afacility will continue to underperform relative to

its Capacity Supply Obligation, the Company may: (1) remove the facility from future



10

11

12

13

14

15

THE NARRAGANSETT ELECTRIC COMPANY
d/b/aNATIONAL GRID
RIPUC DOCKET NO.
PROPOSAL TO BID CAPACITY OF CUSTOMER-OWNED DG FACILITIES
INTO THE FORWARD CAPACITY MARKET
WITNESSES: STEFAN NAGY
SCOTT M. MCCABE
PAGE 20 OF 34

auctions through a process called de-listing; or (2) remove the facility from the current
Commitment Period by submitting a demand bid on behalf of the resource in an Annual
or Monthly Reconfiguration Auction, effectively transferring the Capacity Supply
Obligation to another party.** The Company’sinitial FCM bidding strategy will be
periodically assessed, and the Company will make adjustments and changes, as

necessary.

How soon could the Company begin bidding resour cesinto the FCM and receiving
revenue?

If the Company’s FCM Proposal is approved by the PUC, the Company intends to begin
bidding resources into the FCM as it becomes feasible. Once a DG Facility becomes
commercially operational, the Company can include it in the next FCM qualification
period. The next Forward Capacity Auction would be one year later. As previously
stated, the FCM is athree-year forward market, but once aresourceis qualified, it may

attempt to clear an Annual Reconfiguration Auction for an earlier Commitment Period,

14

Changes to the portfolio would be factored into the Net FCM Proceeds, as hereinafter defined. For
example, without limitation, in scenario number (2), the net financial impact (1) of bidding into the Forward
Capacity Auction and subsequently shedding that Capacity Supply Obligation through a reconfiguration
auction is the difference between the Forward Capacity Auction Clearing Price (P=ca) and the
Reconfiguration Auction Clearing Price (Pra), multiplied by the MWs of Capacity Supply Obligation
(MWcso), such that: 1 = [(Prca) — (Pra)]* (MWeso).
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making it eligible for earlier payments.™ If the PUC approves the Company’s FCM
Proposal, the Company will initiate its FCM participation by qualifying commercially
operational solar DG Facilitiesin 2017 for participation in Forward Capacity Auction 12

in 2018.

How would customer s benefit from the Company’s FCM Proposal?

In the year the Company will begin to receive Net FCM Proceeds as aresult of its
participation in the FCM, the Company will include an estimate of the Net FCM
Proceeds in the Recovery and Reconciliation Factors that would be in effect during that
period. Therefore, over time, the Company’s FCM Proposal has the potential to provide
value to customers by reducing the growing cost of the DG programsin Rhode Island. In
2015, actual net Long-Term Contracting costs for the Company’ s distribution customers
were $12.3 million,* and actual costs for the RE Growth 2015 Program Y ear were near

$1 million.” During 2016, the Company’s L TCRER Factors have been designed to

15

16

17

For example, if anew DG Facility begins operating in 2016, it could be qualified in 2017, be entered into
Forward Capacity Auction 12 in 2018, and if it clearsin the auction, it would be scheduled to begin
receiving payments from Forward Capacity Auction 12 in June 2021. Also, if afacility clearsin a Forward
Capacity Auction, it can also be entered into an Annual Reconfiguration Auction for an earlier
Commitment Period, and if it clears the Annual Reconfiguration Auction, it could begin receiving
payments as early as 2018.

Docket 4599, 2016 Electric Retail Rate Filing, Schedule ASC-18, Page 1, Column (c) total; Docket 4599,
2016 Electric Retail Rate Filing, Schedule ASC-16, Page 1, Column (&) and (c) totals.

Docket 4626, RE Growth Factor Filing, Schedule NG-3, Page 1, Line (2).
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VII.

recover $13.0 million of costs and the RE Growth Factors implemented on October 1,

2016 are based on $2.5 million of costs.

Potential FCM Revenue

Hasthe Company estimated the size of the solar DG portfolio available for
participation in the FCM?

Yes. The Company has developed a projection of its portfolio of qualifying solar DG
Facilities based on the historic and future enrollment targets that have been approved for
the RE Growth Program and the DGSC program. Schedules NG-2 and NG-3 depict the
installed and qualified capacity,® respectively, under the RE Growth Program®® and

DGSC enrollment schedules.

Hasthe Company estimated the Net Customer Benefit associated with the Company
participating in the FCM with solar DG Facilities?

Yes. Oncethe portfolio of solar DG Facilities has reached a steady state (estimated
proceeds ramp up as DG capacity comes online through 2021), the Company estimates,

with the Capacity Supply Obligation Market Participation Option, that the annual Net

18

19

Qualified capacity refers to the amount of capacity that is allowed to be bid into the market for a given
amount of installed nameplate capacity. Solar facilities are typically qualified in the market at roughly 35
percent to 40 percent of the installed nameplate capacity.

The projected RE Growth portfolio is based on the currently approved RE Growth program through 2019.
If the program receives an extension in the future, the Company would seek to qualify and monetize the
additional capacity in the FCM through the application of the strategy described in this testimony.
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Customer Benefit that would be passed on to customers could be approximately

$1.1 million. The Net Customer Benefit consists of two components: (1) the Customer
Share of Net FCM Proceeds, which is 80 percent of the Net FCM Proceeds, as defined
earlier in this testimony, and (2) incremental administrative costs incurred as a result of
the Company performing the tasks required to qualify, bid, and monitor participation of
DG Fecilitiesin the FCM. The lifetime Net Customer Benefit of the solar DG Facilities
has an estimated net present value (NPV) of $10.9 million and a nominal value of $22.1

million.%°

The Company also estimated the proceeds associated with the Alternative Market
Participation Option and estimates that once the portfolio of solar DG Facilities has
reached a steady state, the Net Customer Benefit would be approximately $50,000. The
lifetime Net Customer Benefit of the Alternative Market Participation Option has an
estimated NPV of $430,000. Based on this analysis, the Company has concluded that the

Capacity Supply Obligation Market Participation Option is the preferred strategy.

Please explain how the Company developed its estimate of the Net FCM Pr oceeds?
The Company developed the estimate of Net FCM Proceeds based on the application of

itsinitial FCM bidding strategy to its projected portfolio of solar DG Facilities under

20

Lifetime Net Customer Benefit is calculated as the cumulative annual Net Customer Benefit over the life of
the DG Facilities.
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several scenarios. Schedule NG-4 presents projections of the potential Net Customer
Benefit for each portfolio under the Capacity Supply Obligation Market Participation
Option, using the same set of base projection assumptions for capacity market prices and

Performance I ncentive payments.*

Schedule NG-5 takes the total portfolio and compares the expected value? from the
Capacity Supply Obligation Market Participation Option to the Alternative Market
Participation Option. As described above, once the solar DG portfolio reaches a steady
state, the Company has estimated that itsinitial FCM bidding strategy could yield an
annual Net Customer Benefit of approximately $1.1 million under the Capacity Supply
Obligation Market Participation Option, versus an annual Net Customer Benefit of

approximately $50,000 under the Alternative Market Participation Option.

Schedule NG-6 takes the total portfolio and depicts the upper and lower bounds of the
Net Customer Benefit that could occur in 1 out of every 100 years from an unusually high

amount of Performance Incentive payments (upper-bound) or an unusually high amount

21

22

The base assumptions used in these projections, under the Capacity Supply Obligation Market Participation
Option, are a capacity price of $11.64 per kW-month, which is equal to the Net Cost of New Entry for
Forward Capacity Auction 11, and an average amount of Performance Incentive payments. Thisisreferred
to asthe “Base Case” in the Schedules NG-4, NG-5, and NG-6.

“Expected value” refers to the probability-weighted average and is based on modeled projections. In the
case of the proposed strategy, it refers to the probability-weighted average projection of Net FCM
Proceeds.
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of Performance Incentive penalties (lower-bound), as determined by the Company’s
Monte Carlo simulations.”® The graph in Schedule NG-6 shows that, assuming an
expectedly high capacity pricein the future ($11.64 per kW-month, which is equal to the
Net Cost of New Entry for Forward Capacity Auction 11), even if the resources incurred
an unusually high level of Performance Incentive penalties, the Performance Incentive
penalties are not expected to outweigh the annual revenue from the monthly base

payments.

Schedule NG-7 takes the total portfolio and represents a sensitivity case that assumes a
low capacity price ($3.399/kW-month, which represents the historic average FCM
clearing price for the Rest-of-Pool capacity zone in Commitment Periods 1 through 7),*
and average Performance Incentive payments. It also includes an unusually high amount
of Performance Incentive payments (upper-bound) or an unusually high amount of
Performance Incentive penalties (lower-bound), that could occur in 1 out of every 100
years. Inthisanalysis, the expected value and upper-bound scenarios still resulted in
some Net FCM Proceeds, but the lower-bound scenario would result in a negative Net

Customer Benefit, which could peak at an overall cost to customers of approximately

23

24

A Monte Carlo simulation is a statistical simulation technique that uses repeated sampling of arandom
variable to obtain adistribution of numerical results. The Company used this technique to estimate the
revenue and risk exposure associated with the Pay for Performance structure.

The average price for the Rest-of-Pool zone in Commitment Period 1 through Commitment Period 7 was
chosen for the sensitivity case because these auctions cleared during conditions of capacity surplus, before
New England became a capacity constrained region.
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VIII.

$360,000. However, if these conditions persisted, the Company could de-list the

facilities as discussed in Section VI, above.

What hasthe Company concluded based on its analysis?

The Company’ s conclusion is that its FCM Proposal to bid the capacity of DG Facilities
into the FCM and assume a Capacity Supply Obligation would provide significant value
to customers and is expected to provide a greater net benefit to customers than the

Alternative Market Participation Option.

Cost Recovery

What costsisthe Company requesting to recover aspart of its FCM Proposal?

The Company requests PUC approval to recover: (1) al 1SO-NE fees, payments, charges,
or penalties from participation in the FCM with DG Facilities, resulting in Net FCM
Proceeds, of which the Company proposes a sharing between customers/Company of 80
percent/20 percent and (2) all incremental administrative costs incurred as the result of
performing activities related to bidding the capacity of DG Facilities into the FCM,
including, without limitation, administrative costs associated the implementation and
ongoing operation of the FCM Proposal. The Company will reflect customers' share of

80 percent of Net FCM Proceeds as an offset to annual expensesin the annual
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reconciliations of the RE Growth Program and DGSC program Recovery and

Reconciliation Factors.

What arethe anticipated administrative costs associated with the Company’s
participation in the FCM ?

The Company anticipates that there will be annual on-going administrative costs
associated with qualifying, bidding, monitoring, and reporting on the portfolio of DG
Facilities. The Company expects that managing the Company’ sinitial FCM portfolio

would require one to two incremental full-time equivalent (FTES) resources, either

10

11

12

13

employees or contractors, at an aggregate cost of between $138,390 and $276,780 per
year.”® As shown in Schedule NG-8, the Company’s analysis of the projected portfolio
has estimated annual ongoing administrative costs based on the projected number of

projects to be qualified and managed in the FCM.*® These estimated ongoing

25

26

This projection assumes Case 1 in Schedule NG-8, as described in footnote 26 below. The analysis
presented in this testimony assumes an annual cost per FTE of $138,390. This represents the fully
burdened cost of an incremental employee with abase salary of $80,000 per year and labor overheads,
excluding pension and Pension Benefits Other than Pension, of 72.99% of the base salary.

Schedule NG-8 presents the Company’ s estimates of the number of FTEs, and the associated administrative
costs, necessary to implement the Company’s FCM Proposal under three cases that consider varying
estimates of the number of DG Facilities in the Company’s portfolio. Case 1 assumes that commercial-
scale (251-999 kW) and large-scale (1,000 — 5,000 kW) solar facilities under the RE Growth Program have
an average size near the median of each respective size range, while Case 2 assumes that these solar
facilities have a smaller average size (resulting in more projects to meet the program MW targets) and Case
3 assumes that the Company may qualify solar facilities that are smaller than 250 kW. While the
Company’s analysis presented above assumes the administrative costs depicted in Case 1, Cases2 and 3
demonstrate that these costs may vary in practice based on the number of projects that are enrolled in the
Company’s FCM portfolio. Note that the number of DGSC facilities remain constant in Cases 1, 2 and 3,
as they have already been enrolled in the program.
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administrative costs have been factored into the Company’ s projections of annual net
benefitsin Schedules NG-4, NG-5, NG-6, and NG-7. Asshown in Schedule NG-8, the
Company’ s actual administrative costs necessary to implement the Company’s FCM
Proposal may vary based on the actual number of DG Facilities in the Company’ sinitial
FCM portfolio or if the Company’s portfolio expands to include DG Facilities that were

not incorporated in the estimates of the Company’ sinitial FCM portfaolio.

It isimportant to note that due to the three-year forward nature of the FCM, the Company
will incur incremental administrative costs that will not be offset by Net FCM Proceeds
in the first few years before the Capacity Supply Obligations acquired in the Forward
Capacity Auctions take effect. For instance, the administrative costsin thefirst five years
of the Company’ s projected portfolio are estimated to be approximately $830,000,%
which is more than half of the expected Net FCM Proceeds of $1.2 million and more than
three times the estimated Company incentive of $250,000, under the proposed 20 percent

sharing, in the same timeframe.

While at this time the Company does not anticipate any start-up administrative costs,

should the Company incur any start-up costs as a result of Company’s participation in the

27

Refer to Schedule NG-8 for an illustration of the estimated ongoing administrative costs associated with the
Company’s FCM Proposal. The administrative cost estimate presented here is based on Case 1 in Schedule
NG-8, as described in footnote 26 above.
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FCM with DG Facilities, the Company will include such costsin the Recovery and
Reconciliation Factors for the RE Growth Program and the DGSC program. Potential
start-up costs include costs incurred as a result of any Company database changes needed

to initiate the Company’ s participation in the FCM with DG Facilities.

How isthe Company proposing to recover the incremental administrative costs
associated with its FCM Proposal?

The Company proposes to recover the incremental administrative costs associated with
the bidding of the DGSC projects in the FCM through the LTCRER tariff and, to recover
the incremental administrative costs associated with the bidding of the RE Growth
Program projects into the FCM through the RE Growth Program Cost Recovery
Provision. The Company will allocate costs between RE Growth Program factors and

L TCRER factors based on the percentage of the MWs of capacity that are qualified to
participate in the FCM under each respective program. Recovering the administrative
costs associated with the Company’s FCM Proposal in this manner is consistent with the
manner in which the Company proposes to offset the costs of the respective DGSC and
RE Growth programs and maintains transparency with respect to the costs associated

with each program.

Hasthe Company considered other approachesto recovering the costs of its FCM

Proposal from customers?
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Yes. An dternative option isto recover the all of the costs of the FCM Proposal through
asingle existing or new reconciling mechanism. However, the Company believes that
matching the net economic benefit of participating in the FCM with the costs of the
projects that would generate the net benefits provides a clearer quantification of the

respective program costs.

What isthe basisfor the PUC to approve the Company’s administrative cost-
recovery mechanism in connection with the FCM Proposal?

With respect to projects under the RE Growth Program, R.l. Gen. Laws 8§ 39-26.6-13
explicitly authorizes the recovery of incremental costsin order to meet the program
objectives, subject to the PUC’ s review and approval that such costs were properly and
prudently incurred. The Company currently recovers such administrative costs through
the RE Growth Program Cost Recovery Provision. Although the Long-Term Contracting
Standard, R.l. Gen. Laws 839-26.1 et seq., does not explicitly provide for similar
recovery of incremental administrative costs associated with DGSC projects that were in
effect prior to the implementation of the RE Growth Program, the statute also does not
prohibit recovery of such costs. The PUC has broad regulatory authority to review and
approve the recovery of costs that are prudently incurred for the purpose of setting just
and reasonable rates. There is no substantive difference between the incremental
administrative costs associated with bidding the DG Facilities in the FCM that are DGSC

projects versus RE Growth Program projects. In each case, the PUC has the discretion to
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determine whether such costs were prudently incurred. Therefore, the lack of a specific
statutory provision authorizing recovery of administrative costs for DGSC projects,
specifically, does not preclude approval of the mechanism to recover the incremental

administrative costs associated with bidding the capacity of those projects into the FCM.

What arethe anticipated | SO-NE costs associated with the Company’s participation
inthe FCM?

| SO-NE assesses a qualification fee on each project that is submitted for qualification in
the FCM, which is referred to as the Qualification Process Cost Reimbursement Deposit
and is currently set at $500 per project for generating facilitieslessthan 2 MW. At this
time, the only other potential 1SO-NE costs the Company identified are the Performance
Incentive penalties that were discussed earlier in our testimony. As such, the Company
has only factored the Qualification Process Cost Reimbursement Deposit and potential
Performance Incentive penalties into the analyses presented in Schedules NG-4, NG-5,
NG-6, and NG-7. However, as stated earlier in this testimony, any 1SO-NE cost,? fee,
charge, or penalty, including the Performance Incentive penalties and the loss of a
Qualification Process Cost Reimbursement Deposit, would be reflected in the monthly
invoice issued to the Company by 1SO-NE, and therefore reflected in the Net FCM

Proceeds.

28

For an example, without limitation, of other possible costs, see footnote 14 above.
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Sharing of Net FCM Proceeds

Please describe the Company’s sharing proposal in more detail.

The Company proposes a symmetrical sharing arrangement in which it will be authorized
to retain 20 percent of the annual Net FCM Proceeds, as defined above. The Company
would credit the remaining 80 percent Net FCM Proceeds as one component in the
amount to be reflected in the RE Growth and DGSC Recovery and Reconciliation
Factors, thereby reducing the overall cost of the DG programs to the Company’s
customers. In the event that the Net FCM Proceeds from the DG Facilities are negative,
or anet cost, in agiven year (which would occur in the unlikely event that Performance
Incentive penalties outweigh gross revenue), the Company will share the same 20 percent
of the net cost and the remaining 80 percent of the net cost, as well as the Company’s
administrative costs, would be recovered from customers through the RE Growth and

DGSC Recovery and Reconciliation Factors.

Why isit appropriate for the Company to enter into such a sharing arrangement
with customers?

Sharing in the net proceeds and net costs would align the interests of the Company and its
customers and incent the Company to maximize the value of its DG FCM bidding
portfolio for the benefit of its customers. The PUC has found in other proceedings that
the creation of such incentivesis an effective way to create value for customers. For

example, in Docket 4038, the PUC approved changes to the Company’s Natural Gas



11

12

13

14

15

16

17

18

19

THE NARRAGANSETT ELECTRIC COMPANY
d/b/aNATIONAL GRID
RIPUC DOCKET NO.
PROPOSAL TO BID CAPACITY OF CUSTOMER-OWNED DG FACILITIES
INTO THE FORWARD CAPACITY MARKET
WITNESSES: STEFAN NAGY
SCOTT M. MCCABE
PAGE 33 OF 34

Portfolio Management Plan, whereby the Company is allowed to earn incentives through
margin sharing for maximizing the value of their portfolio of gas supply assets.*® Also,
as discussed above, an additional benefit to customers of the sharing arrangement is that
the Company will share 20 percent of any net annual FCM cost, thereby lowering

customers' risk.

Proposed Tariff Revisions

Please describe the tariff changes necessary to implement the Company’s FCM
Proposal.

The Company is proposing to modify the RE Growth Program Cost Recovery Provision,
RIPUC No. 2153, the LTCRER Provision, RIPUC No. 2127, and the LTCRER
Reconciliation Provision, RIPUC No. 2125, as shown in the Schedules NG-9, NG-10,
and NG-11. Specifically, the tariffs have been revised to (1) include a definition of
Customer Share of Net FCM Proceeds; (2) alow for the recovery of actual incremental
administrative costs associated with bidding the capacity of eligible DG Facilitiesin the
FCM, and (3) modify the formulas, as detailed in Schedules NG-9, NG-10, and NG-11,

as necessary to implement the Company’s FCM Proposal.

29

See Report and Order 19627, Docket 4038 (April 24, 2009).
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1 Xl. Conclusion

2 Q. Doesthis conclude your testimony?

3 A. Yes, it does.
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Projected Net Customer Benefit — Base Case Monte Carlo Scenarios
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Projected Net Customer Benefit — Sensitivity Case Monte Carlo
Scenarios
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Schedule NG-8 - Estimated Ongoing Administrative Costs

Assumptions for Calculation of Administrative Costs
Qualification Labor Hours (Hours/Project) 20|
Monitoring Labor Hours (Annual Hours/Project) 30
Annual Administrative Cost per Fully-Burdened FTE ($/FTE) $138,390

Case 1* - Median Project Size / Min Project Size = 250 kW

Assumed Average Project Size (MW)
Commercial Scale (251-999 kW) 0.625
Large Scale (1,000 - 5,000 kW) 2.5
Total Estimated Annual
Incremental Qualification ~ Monitoring Labor  Labor Annual FTE Number Administrative
Year Projects Cumulative Projects Labor Hours Hours Hours Labor Hours FTEs Cost
2017 33 33 652 978 1630 1960 1 $138,390
2018 17 50 344 1494 1838 1960 1 $138,390
2019 17 67 344 2010 2354 1960 1 $138,390
2020 17 84 344 2526 2870 1960 1 $138,390
2021 12 96 236 2880 3115 1960 2 $276,780

*Note that the administrative costs in Case 1 are used in the estimates of the Net Customer Benefit

Case 2 - Small Project Size / Min Project Size = 250 kW

Assumed Average Project Size (MW)
Commercial Scale (251-999 kW) 0.251
Large Scale (1,000 - 5,000 kW) 1
Total Estimated Annual
Incremental Qualification ~ Monitoring Labor  Labor Annual FTE Number Administrative
Year Projects Cumulative Projects Labor Hours Hours Hours Labor Hours FTEs Cost
2017 47 47 939 1408 2346 1960 1 $138,390
2018 43 90 857 2694 3551 1960 2 $276,780
2019 43 133 857 3980 4838 1960 2 $276,780
2020 43 176 857 5266 6124 1960 3 $415,170
2021 29 205 588 6148 6735 1960 3 $415,170
Case 3 - Median Project Size / Min Project Size = 25 kW
Assumed Average Project Size (MW)
Medium Scale (25-250 kW) 0.15
Commercial Scale (251-999 kW) 0.625
Large Scale (1,000 - 5,000 kW) 2.5
Total Estimated Annual
Incremental Qualification ~ Monitoring Labor  Labor Annual FTE Number Administrative
Year Projects Cumulative Projects Labor Hours Hours Hours Labor Hours FTEs Cost
2017 59 59 1185 1778 2963 1960 2 $276,780
2018 51 110 1011 3294 4305 1960 2 $276,780
2019 51 160 1011 4810 5821 1960 3 $415,170
2020 51 211 1011 6326 7337 1960 4 $553,560
2021 35 245 693 7365 8058 1960 4 $553,560
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CLEAN VERSION
RIPUC No. 2176
Cancelling R.1.P.U.C. No 2153
Sheet 1

THE NARRAGANSETT ELECTRIC COMPANY
RENEWABLE ENERGY GROWTH PROGRAM COST RECOVERY PROVISION

1. INTRODUCTION

The Company’s rates for Retail Delivery Service are subject to adjustment to reflect the
recovery of costs incurred in accordance with the provisions of Rhode Island General Laws
Chapter 39-26.6, the Renewable Energy Growth Program (“ RE Growth Program”), and its tariffs
(collectively, “RE Growth Tariffs’).

2. DEFINITIONS

Commission shall mean the Rhode Island Public Utilities Commission.
Company shall mean The Narragansett Electric Company d/b/a National Grid.

Distributed Generation Facility shall mean an electrical generation facility located in the
Company’s service territory with a nameplate capacity no greater than five megawatts

(5 MW), using €ligible renewable energy resources as defined by R.l. Gen. Laws § 39-26-5,
including biogas created as aresult of anaerobic digestion, but specifically excluding all
other listed eligible biomass fuels, and connected to an electrical power system owned,
controlled, or operated by the Company.

Customer Share of Net Forward Capacity Market Proceeds shall mean 80% of the proceeds
received from or fees, charges, or penalties assessed by | SO-NE as aresult of the Company’s
bidding the capacity of qualified customer-owned Distributed Generation Facilities into the
ISO-NE Forward Capacity Market. These proceeds consist of all payments received from
ISO-NE for participation in the Forward Capacity Market, less any |SO-NE fees, charges, or
penalties that may be assessed pursuant to the Forward Capacity Market’ s rules.

Market Products shall mean the energy, capacity, Renewable Energy Certificates, or other
attributes individually or any combination thereof, associated with the output from a
Distributed Generation Facility.

Performance-Based Incentive shall mean the price per kilowatt-hour (“kWh") applicable to
Distributed Generation Facilities participating in the RE Growth Program pursuant to the RE
Growth Tariffs.

Performance-Based I ncentive Payment shall mean the compensation paid to eligible
Distributed Generation Facilities pursuant to the RE Growth Tariffs.

Performance Guarantee Deposit shall mean a deposit as required pursuant to the Renewable
Energy Growth Program for Non-Residential Customers tariff.

Program Y ear shall mean ayear beginning April 1 and ending March 31, unless otherwise
approved by the Commission.
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THE NARRAGANSETT ELECTRIC COMPANY
RENEWABLE ENERGY GROWTH PROGRAM COST RECOVERY PROVISION

Rate Base Allocator shall mean the percentage of total rate base allocated to each rate class
taken from the most recent proceeding before the Commission that contained an allocated
cost of service study. The Rate Base Allocator shall be as follows by rate class:

Rate Class Percentage
A-16/A-60 52.78%
C-06 9.71%
G-02 14.68%
B/G-32 13.82%
B/G-62/X-01 3.79%
Streetlighting 5.21%

Reconciliation Period shall mean the most recent twelve-month period ending March 31.

Remuneration shall mean the annual compensation as authorized by R.1. Gen.

Laws § 39-26.6-12(j)(3), which shall be equal to one and three-quarters percent (1.75%) of
the annual Performance-Based Incentive Payments provided during the Reconciliation
Period.

Renewable Energy Certificate shall mean a New England Generation Information System
renewable energy certificate as defined in R.I. Gen. Laws § 39-26-2(15).

Short Term Interest Rate shall mean the interest rate applicable to borrowers from the
National Grid USA Money Pool.

3. APPLICABILITY

Costs recovered under this provision are authorized for recovery pursuant to the following
provisions of the Rhode Island General Laws:

i) 8§39-26.6-4: Coversthe cost of qualified consultants hired to perform reports or
studies applicable to the RE Growth Program;

ii) §39-26.6-12: Covers annual remuneration;

iii) 8 39-26.6-13: Covers cost reconciliation relating to incremental costs the Company
incurs to meet program objectives. This provision also covers the costs the Company
incurs to make hilling system improvements to achieve the goals of the RE Growth
Program,;

iv) 839-26.6-18: Coverstheinstallation and capital coststhe Company incursto install
separate meters for small-scale solar projects; and

V) 8§ 39-26.6-25: Coversthe forecasted rate and reconciliation relating to the total
amount of payments the Company islikely to pay out to distributed generation
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projects in the upcoming program year.

4. RATE

The RE Growth Factor will be based upon the annual costs the Company estimates it will
incur during the applicable 12-month period and will include an adjustment for uncollectible
amounts at the Company’s currently approved uncollectible percentage. The RE Growth Factor
shall remain in effect until adjusted as aresult of updated estimates of costs to be recovered over
a 12-month period as included in the Company’ s annual reconciliation filing pursuant to
Section 5 below. The Company may submit a request to the Commission to adjust the RE
Growth Factor at any time should significant over or under recovery of costs occur.

The RE Growth Factor shall be applicableto all retail delivery service customers and will
be in the form of a monthly fixed charge. The RE Growth Factor will be calculated as follows:

RE Growth Factors = [(PBIPx — PRDCTS,— NFCMPy + ADM,) X RBA) = FBillg] + (1 - UP)

where

X
S

PBIP

PRDCTS,

NFCM Py

ADMy

the Reconciliation Period;
designates a separate factor for each rate class;

the estimated Performance-Based Incentive Payments, consisting
of direct payments to recipients and credits on customer bills, that
the Company expects to make under the RE Growth Tariffs for
period x during which the RE Growth Factor will bein effect;

the expected net proceeds for period x during which the RE
Growth Factor will be in effect and which the Company will
receive as aresult of the sale of the Market Products;

the estimated Customer Share of Net Forward Capacity Market
Proceeds during period x.

the administrative expense the Company estimates it will incur
during period X, including:

1) the Remuneration pursuant to Section 3.ii) above;

2) the estimated revenue requirement associated with the
incremental investment in metersinstalled on small
scale solar Distributed Generation Facilities pursuant to
Section 3.iv) above;
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3) al incremental costs necessary to meet program
objectives or make billing system improvements to
implement RE Growth Program pursuant to Section
3.iii) above;

4) the costsincurred during the Reconciliation Period by
the Company pursuant to Section 3.i) above; and

5) the estimated incremental administrative costs incurred
as aresult of the Company’s participation in the
Forward Capacity Market;

Rate Base Allocator;

the forecasted number of electric service bills for each rate class
for period x; and

the uncollectible percentage approved by the Commission in the
Company’ s most recent rate case.

5. RECONCILIATION FACTOR

On an annual basis and within three months after the end of a Program Y ear, the
Company shall file areconciliation of the revenue billed through RE Growth Factor, excluding
the adjustment for uncollectible amounts, to the actual expenses incurred during the
Reconciliation Period, and the excess or deficiency, including interest at the Company’ s Short
Term Interest Rate, shall be refunded to, or recovered from, al customers through a RE Growth
Reconciliation Factor. For billing purposes, the RE Growth Reconciliation Factor will be
included with the RE Growth Factor on a single line item on customers’ hills.

The RE Growth Reconciliation Factor shall be calculated separately for each rate class as

follows:

RE Growth Reconciliation Factors, = [((PPRAx-1+ Ix) X RBAg) + FBills] + (1 - UP)

where

X

PPRA.1

the period during which the RE Growth Reconciliation Factor will
bein effect;

designates a separate factor for each rate class;
the past period reconciliation amount to be recovered through the

RE Growth Reconciliation Factor during period x, defined as the
ending balance of the difference between:
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@

and

(b)

actual costs incurred during the Reconciliation Period,
which shal include the sum of:

1) actual Performance-Based | ncentive Payments made
during the Reconciliation Period pursuant to the RE
Growth Tariffs less actual proceeds received by the
Company resulting from the sale of the Market Products;

2) actual Customer Share of Net Forward Capacity Market
Proceeds,

3) the Remuneration pursuant to Section 3.ii);

4) the revenue requirement associated with the
incremental investment in metersinstalled on small scale
solar Distributed Generation Facilities per Section 3.iv);

5) all incremental costs necessary to meet program
objectives or make billing system improvements to
implement RE Growth Program pursuant Section 3.iii);

6) actual incremental administrative costsincurred asa
result of the Company’s participation in the Forward
Capacity Market;

7) the costsincurred during the Reconciliation Period by
the Company pursuant to Section 3.i); and

8) acredit for any forfeited Performance Guarantee
Deposits during the Reconciliation Period which is
reflected as an offset to expense;

revenue billed through the RE Growth Factor as approved
by the Commission for the Reconciliation Period,;

Rate Base Allocator;

interest calculated as the sum of the beginning period and ending
period reconciliation balance divided by 2, multiplied by the
Company’s Short Term Interest Rate during the Reconciliation

Period;

the forecasted number of electric service bills for each rate class
for period x; and
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uUpP

the uncollectible percentage approved by the Commission in the
Company’ s most recent rate case.

6. ADIJUSTMENTSTO RATES

Adjustments to the RE Growth Factor and RE Growth Reconciliation Factor in
accordance with this RE Growth Cost Recovery Provision are subject to review and approval by
the Commission. The Company shall file the initial RE Growth Factor on or before January 1,
2015. The Company shall file revisions to the RE Growth Factor and the RE Growth
Reconciliation Factor within three months following the end of the Program Y ear. Modifications
to the factors contained in this Renewable Energy Growth Program Cost Recovery Provision
shall be in accordance with a notice filed with the Commission pursuant to R.I. Gen. Laws § 39-
3-11(a) setting forth the amount(s) of the revised factor(s) and the amount(s) of the increase(s) or
decrease(s). The notice shall further specify the effective date of such changes.

Effective Date: January 1, 2017
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1. INTRODUCTION

The Company’s rates for Retail Delivery Service are subject to adjustment to reflect the
recovery of costs incurred in accordance with the provisions of Rhode Island General Laws
Chapter 39-26.6, the Renewable Energy Growth Program (“ RE Growth Program”), and its tariffs
(collectively, “RE Growth Tariffs’).

2. DEFINITIONS

Commission shall mean the Rhode Island Public Utilities Commission.
Company shall mean The Narragansett Electric Company d/b/a National Grid.

Distributed Generation Facility shall mean an electrical generation facility located in the
Company’s service territory with a nameplate capacity no greater than five megawatts

(5 MW), using €ligible renewable energy resources as defined by R.l. Gen. Laws § 39-26-5,
including biogas created as aresult of anaerobic digestion, but specifically excluding all
other listed eligible biomass fuels, and connected to an electrical power system owned,
controlled, or operated by the Company.

Customer Share of Net Forward Capacity Market Proceeds shall mean 80% of the proceeds
received from or fees, charges, or penalties assessed by 1SO-NE as aresult of the Company’s
bidding the capacity of qualified customer-owned Distributed Generation Facilities into the

| SO-NE Forward Capacity Market. These proceeds consist of all payments received from
ISO-NE for participation in the Forward Capacity Market, less any 1SO-NE fees, charges, or
penalties that may be assessed pursuant to the Forward Capacity Market’s rules.

Market Products shall mean the energy, capacity, Renewable Energy Certificates, or other
attributes individually or any combination thereof, associated with the output from a
Distributed Generation Facility.

Performance-Based Incentive shall mean the price per kilowatt-hour (“kWh") applicable to
Distributed Generation Facilities participating in the RE Growth Program pursuant to the RE
Growth Tariffs.

Performance-Based I ncentive Payment shall mean the compensation paid to eligible
Distributed Generation Facilities pursuant to the RE Growth Tariffs.

Performance Guarantee Deposit shall mean a deposit as required pursuant to the Renewable
Energy Growth Program for Non-Residential Customers tariff.

Program Y ear shall mean ayear beginning April 1 and ending March 31, unless otherwise
approved by the Commission.
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Rate Base Allocator shall mean the percentage of total rate base allocated to each rate class
taken from the most recent proceeding before the Commission that contained an allocated
cost of service study. The Rate Base Allocator shall be as follows by rate class:

Rate Class Percentage
A-16/A-60 52.78%
C-06 9.71%
G-02 14.68%
B/G-32 13.82%
B/G-62/X-01 3.79%
Streetlighting 5.21%

Reconciliation Period shall mean the most recent twelve-month period ending March 31.

Remuneration shall mean the annual compensation as authorized by R.1. Gen.

Laws § 39-26.6-12(j)(3), which shall be equal to one and three-quarters percent (1.75%) of
the annual Performance-Based Incentive Payments provided during the Reconciliation
Period.

Renewable Energy Certificate shall mean a New England Generation Information System
renewable energy certificate as defined in R.I. Gen. Laws § 39-26-2(15).

Short Term Interest Rate shall mean the interest rate applicable to borrowers from the
National Grid USA Money Pool.

3. APPLICABILITY

Costs recovered under this provision are authorized for recovery pursuant to the following
provisions of the Rhode Island General Laws:

i) 8§39-26.6-4: Coversthe cost of qualified consultants hired to perform reports or
studies applicable to the RE Growth Program;

ii) §39-26.6-12: Covers annual remuneration;

iii) 8 39-26.6-13: Covers cost reconciliation relating to incremental costs the Company
incurs to meet program objectives. This provision also covers the costs the Company
incurs to make hilling system improvements to achieve the goals of the RE Growth
Program,;

iv) 839-26.6-18: Coverstheinstallation and capital coststhe Company incursto install
separate meters for small-scale solar projects; and

V) 8§ 39-26.6-25: Coversthe forecasted rate and reconciliation relating to the total
amount of payments the Company islikely to pay out to distributed generation
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projects in the upcoming program year.

4. RATE

The RE Growth Factor will be based upon the annual costs the Company estimates it will
incur during the applicable 12-month period and will include an adjustment for uncollectible
amounts at the Company’s currently approved uncollectible percentage. The RE Growth Factor
shall remain in effect until adjusted as a result of updated estimates of costs to be recovered over
a 12-month period as included in the Company’ s annual reconciliation filing pursuant to
Section 5 below. The Company may submit a request to the Commission to adjust the RE
Growth Factor at any time should significant over or under recovery of costs occur.

The RE Growth Factor shall be applicableto all retail delivery service customers and will
be in the form of amonthly fixed charge. The RE Growth Factor will be calculated as follows:

RE Growth Factors = [(PBIP, — PRDCTS,— NFCMP, + ADM,) X
RBA,) + FBillg] + (1 - UP)

where

X the Reconciliation Period,;

S designates a separate factor for each rate class;

PBIP, the estimated Performance-Based Incentive Payments, consisting
of direct payments to recipients and credits on customer bills, that
the Company expects to make under the RE Growth Tariffs for
period x during which the RE Growth Factor will bein effect;

PRDCTS, the expected net proceeds for period x during which the RE
Growth Factor will be in effect and which the Company will
receive as aresult of the sale of the Market Products;

NFECM Py the estimated Customer Share of Net Forward Capacity Market
Proceeds during period x.

ADMy the administrative expense the Company estimates it will incur

during period X, including:
1) the Remuneration pursuant to Section 3.ii) above;

2) the estimated revenue requirement associated with the
incremental investment in meters installed on small
scale solar Distributed Generation Facilities pursuant to
Section 3.iv) above;
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3) al incremental costs necessary to meet program
objectives or make billing system improvements to
implement RE Growth Program pursuant to Section
3.iii) above; and

4) the costsincurred during the Reconciliation Period by
the Company pursuant to Section 3.i) above;_and

4)5) the estimated incremental administrative costs
incurred as aresult of the Company’ s participation in
the Forward Capacity Market;

RBAs = Rate Base Allocator;

FBill = the forecasted number of electric service bills for each rate class
for period x; and

UP = the uncollectible percentage approved by the Commission in the

Company’ s most recent rate case.

5. RECONCILIATION FACTOR

On an annual basis and within three months after the end of a Program Y ear, the
Company shall file areconciliation of the revenue billed through RE Growth Factor, excluding
the adjustment for uncollectible amounts, to the actual expenses incurred during the
Reconciliation Period, and the excess or deficiency, including interest at the Company’ s Short
Term Interest Rate, shall be refunded to, or recovered from, al customers through a RE Growth
Reconciliation Factor. For billing purposes, the RE Growth Reconciliation Factor will be
included with the RE Growth Factor on a single line item on customers’ hills.

The RE Growth Reconciliation Factor shall be calculated separately for each rate class as
follows:

| RE Growth Reconciliation Factors, = [((PPRAx.1+ lx) X RBAg) + FBillg] + (1 - UP)

where

X = the period during which the RE Growth Reconciliation Factor will
bein effect;

S = designates a separate factor for each rate class;

PPRA.1 = the past period reconciliation amount to be recovered through the

RE Growth Reconciliation Factor during period x, defined as the
ending balance of the difference between:
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@

and

(b)

actual costs incurred during the Reconciliation Period,
which shal include the sum of:

1) actual Performance-Based I ncentive Payments made
during the Reconciliation Period pursuant to the RE
Growth Tariffs less actual proceeds received by the
Company resulting from the sale of the Market Products;

1H2) actual Customer Share of Net Forward Capacity
Market Proceeds;

23) the Remuneration pursuant to Section 3.ii);

3)4) the revenue requirement associated with the
incremental investment in metersinstalled on small scale
solar Distributed Generation Facilities per Section 3.iv);

5) all incremental costs necessary to meet program
objectives or make billing system improvements to
implement RE Growth Program pursuant Section 3.iii);

6) actua incremental administrative costs incurred as a
result of the Company’ s participation in the Forward
Capacity Market;

4)7) the costsincurred during the Reconciliation Period
by the Company pursuant to Section 3.i); and

5)8) acredit for any forfeited Performance Guarantee
Deposits during the Reconciliation Period which is
reflected as an offset to expense;

revenue billed through the RE Growth Factor as approved
by the Commission for the Reconciliation Period,;

Rate Base Allocator;

interest calculated as the sum of the beginning period and ending

period reconciliation balance divided by 2, multiplied by the
Company’s Short Term Interest Rate during the Reconciliation

Period;

the forecasted number of electric service bills for each rate class
for period x; and
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UpP

the uncollectible percentage approved by the Commission in the
Company’ s most recent rate case.

6. ADIJUSTMENTSTO RATES

Adjustments to the RE Growth Factor and RE Growth Reconciliation Factor in
accordance with this RE Growth Cost Recovery Provision are subject to review and approval by
the Commission. The Company shall file theinitial RE Growth Factor on or before January 1,
2015. The Company shall file revisions to the RE Growth Factor and the RE Growth
Reconciliation Factor within three months following the end of the Program Year. Modifications
to the factors contained in this Renewable Energy Growth Program Cost Recovery Provision
shall be in accordance with a notice filed with the Commission pursuant to R.I. Gen. Laws 8§ 39-
3-11(a) setting forth the amount(s) of the revised factor(s) and the amount(s) of the increase(s) or
decrease(s). The notice shall further specify the effective date of such changes.

Effective Date: January 1, 2017AprH-1;
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The Company’ srates for Retail Delivery Service are subject to adjustment to reflect
recovery of costsincurred in accordance with the provisions of Chapter 39-26.1, Long-Term
Contracting Standard for Renewable Energy and Chapter 39-26.2, Distributed Generation
Standard Contracts.

1) DEFINITIONS

Contract Remuneration shall mean the annual compensation as authorized by 8§ 39-26.1-4,
which shall be equal to two and three quarter percent (2.75%) of the actual annual payments
made under the Long Term Contracts and Distributed Generation Standard Contracts for
those projects that are commercially operating.

Contract Products shall mean the energy, capacity, Renewable Energy Certificates, or other
attributes individually or any combination thereof, associated with the output from a Newly
Developed Renewable Energy Resource, or a Distributed Generation Facility, which are
purchased by the Company pursuant to a Long-term Contract or a Distributed Generation
Standard Contract.

Customer Share of Net Forward Capacity Market Proceeds shall mean 80% of the proceeds
received from or fees, charges, or penalties assessed by |SO-NE as a result of the Company’s
bidding the capacity of qualified customer-owned Distributed Generation Facilities into the
ISO-NE Forward Capacity Market. These proceeds consist of all payments received from
ISO-NE for participation in the Forward Capacity Market, less any 1SO-NE fees, charges, or
penalties that may be assessed pursuant to the Forward Capacity Market’ s rules.

Distributed Generation Facility shall mean an electrical generation facility that is a newly
developed renewable energy resource as defined in § 39-26.1-2, located in the Company’s
load zone with a nameplate capacity no greater than five megawatts (5 MW), using eligible
renewable energy resources as defined by 8 39-26-5, including biogas created as a result of
anaerabic digestion, but, specifically excluding all other listed eligible biomass fuels, and
connected to an electrical power system owned, controlled, or operated by the Company.

Distributed Generation Standard Contract shall mean a contract with aterm of fifteen (15)
years at afixed rate for the purchase of all Contract Products generated by a Distribution
Generation Facility, which is executed with the Company pursuant to R.I.G.L. 39-26.2.

Forecasted kWh shall mean the forecasted amount of electricity to be delivered to the
Company’s retail delivery service customers.

L ong-term Contract shall mean a contract of not less than ten (10) years, for the purchase of
Contract Products, which is executed with the Company pursuant to R.I.G.L. 39-26.1.

Newly Developed Renewable Energy Resource shall have the meaning set forth in §39-26.1-
2(6).




THE NARRAGANSETT ELECTRIC COMPANY

D/B/A NATIONAL GRID

RIPUC DOCKET NO. ___

PROPOSAL TO BID CAPACITY OF CUSTOMER-OWNED DG FACILITIES
INTO THE FORWARD CAPACITY MARKET
Schedule NG-10

Page 2 of 8

CLEAN VERSION
R.I.P.U.C. No. 2174

Cancelling R.I.P.U.C. No 2127

Sheet 2

THE NARRAGANSETT ELECTRIC COMPANY
LONG-TERM CONTRACTING FOR RENEWABLE ENERGY
RECOVERY PROVISION

Performance Guarantee Deposit shall mean a deposit as required pursuant to § 39-26.2-
7(2)(ii) paid to the Company of fifteen dollars ($15.00) for a small Distributed Generation
Facility or twenty-five dollars ($25.00) for alarge Distributed Generation Facility for every
Renewable Energy Certificate estimated to be generated per year under the Distributed
Generation Standard Contract, but at least five hundred dollars ($500) and not more than
seventy-five thousand dollar ($75,000) paid at the time of contract execution.

Reimbursement Agreement shall mean a cost reimbursement agreement entered into between
the Company and alawyer designated by the Office of Energy Resources (“OER”) that is
intended to compensate such lawyer for the time spent serving in the contract working group
established pursuant to the provisions of § 39-26.2-7(1) at areasonable hourly rate
negotiated by OER.

Renewable Energy Certificate shall mean a New England Generation Information System
renewable energy certificate as defined in § 39-26-2(15).

Town of New Shoreham Project shall mean a small-scale offshore wind demonstration
project off the coast of Block Island, including an undersea transmission cable that
interconnects Block Island to the mainland as provided for in § 39-26.1-7.

Town of Johnston Project shall mean a newly developed renewable energy resource fueled
by landfill gas from the central landfill in the Town of Johnston as provided for in § 39-26.1-
9.

2) APPLICABILITY

Costs recovered under this provision are authorized for recovery pursuant to the
following provisions of Rhode Island General Law:

i) 839-26.1-4: Financial remuneration and incentives,

i) 839-26.1-5: Commission approva and regulations, subsection (f)
iii) §39-26.1-7: the Town of New Shoreham Project, subsection (d);
iv) §39-26.1-9: the Town of Johnston Project, subsection (8);

v) §39-26.2-6: Standard contract enrollment program, subsection (f);

vi) §39-26.2-7: Standard contract — Form and provisions, subsections (1)(vi), (2)(i),
(2)(iv) and (3);

3) RATE
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The Long-term Contracting for Renewable Energy Recovery (“LTCRER”) factor shall be
established semi-annually based upon the costs expected to be incurred during the subsequent
six-month period including an adjustment for uncollectible amounts at the Company’s currently
approved uncollectible allowance rate.

The LTCRER factor shall be auniform per kilowatt-hour factor applicable to al
customers based on the Forecasted kWhs during the six month period that the LTCRER factor
will bein effect. For billing purposes, the LTCRER factor will be included with the Renewable
Energy Distribution kWh charge on customers' bills.

The LTCRER factor will be calculated as follows:

LTCRER Factory

where

LTCRER Factor,

AMy

NFCM Py

ADMy

FkWhy

upP

{[(AMy— NFCMP, + ADM ,) + FKWh,]} x (1 + UP)

The six-month period during which the annual LTCRER
will bein effect;

The Long-term Contracting Renewable Energy Recovery
Factor for the current six-month period;

The estimated annual above-market cost associated with
Long-term Contracts and Distributed Generation Standard
Contracts, calculated as the sum of the estimated payments
expected to be made during period x under each of the
approved Contracts less the expected proceeds to be
received during period x by the Company resulting from
thesale of the Contract Products;

The estimated Customer Share of Net Forward Capacity
Market Proceeds during period x.

The estimated incremental administrative costsincurred as
aresult of the Company’s participation in the Forward
Capacity Market;

The Forecasted kWh for the six-month period following the
effective date of the LTCRER; and

The uncollectible percentage approved by the Commission
in the Company’ s most recent rate case.
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4) ADJUSTMENTSTO RATES

Adjustments to rates pursuant to the LTCRER Provision are subject to review and
approval by the Commission. The Company shall fileitsrevised LTCRER factor semi-annually
at least forty-five (45) days prior to the effective date of the revised LTCRER factor.
Modifications to the factors contained in this LTCRER Provision shall be in accordance with a
notice filed with the Commission pursuant to R.I.G.L. § 39-3-11(a) setting forth the amount(s) of
the revised factor(s) and the amount(s) of the increase(s) or decrease(s). The notice shall further
specify the effective date of such charges.

Effective Date: January 1, 2017
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The Company’ srates for Retail Delivery Service are subject to adjustment to reflect
recovery of costsincurred in accordance with the provisions of Chapter 39-26.1, Long-Term
Contracting Standard for Renewable Energy and Chapter 39-26.2, Distributed Generation
Standard Contracts.

1) DEFINITIONS

Contract Remuneration shall mean the annual compensation as authorized by 8§ 39-26.1-4,
which shall be equal to two and three quarter percent (2.75%) of the actual annual payments
made under the Long Term Contracts and Distributed Generation Standard Contracts for
those projects that are commercially operating.

Contract Products shall mean the energy, capacity, Renewable Energy Certificates, or other
attributes individually or any combination thereof, associated with the output from a Newly
Developed Renewable Energy Resource, or a Distributed Generation Facility, which are
purchased by the Company pursuant to a Long-term Contract or a Distributed Generation
Standard Contract.

Customer Share of Net Forward Capacity Market Proceeds shall mean 80% of the proceeds
received from or fees, charges, or penalties assessed by | SO-NE as aresult of the Company’s
bidding the capacity of qualified customer-owned Distributed Generation Facilities into the
ISO-NE Forward Capacity Market. These proceeds consist of all payments received from
ISO-NE for participation in the Forward Capacity Market, less any 1SO-NE fees, charges, or
penalties that may be assessed pursuant to the Forward Capacity Market’ s rules.

Distributed Generation Facility shall mean an electrical generation facility that is a newly
developed renewable energy resource as defined in § 39-26.1-2, located in the Company’s
load zone with a nameplate capacity no greater than five megawatts (5 MW), using eligible
renewable energy resources as defined by 8 39-26-5, including biogas created as a result of
anaerabic digestion, but, specifically excluding all other listed eligible biomass fuels, and
connected to an electrical power system owned, controlled, or operated by the Company.

Distributed Generation Standard Contract shall mean a contract with aterm of fifteen (15)
years at afixed rate for the purchase of all Contract Products generated by a Distribution
Generation Facility, which is executed with the Company pursuant to R.I.G.L. 39-26.2.

Forecasted kWh shall mean the forecasted amount of electricity to be delivered to the
Company’s retail delivery service customers.

L ong-term Contract shall mean a contract of not less than ten (10) years, for the purchase of
Contract Products, which is executed with the Company pursuant to R.I.G.L. 39-26.1.

Newly Developed Renewable Energy Resource shall have the meaning set forth in §39-26.1-
2(6).
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Performance Guarantee Deposit shall mean a deposit as required pursuant to § 39-26.2-
7(2)(ii) paid to the Company of fifteen dollars ($15.00) for a small Distributed Generation
Facility or twenty-five dollars ($25.00) for alarge Distributed Generation Facility for every
Renewable Energy Certificate estimated to be generated per year under the Distributed
Generation Standard Contract, but at least five hundred dollars ($500) and not more than
seventy-five thousand dollar ($75,000) paid at the time of contract execution.

Reimbursement Agreement shall mean a cost reimbursement agreement entered into between
the Company and alawyer designated by the Office of Energy Resources (“OER”) that is
intended to compensate such lawyer for the time spent serving in the contract working group
established pursuant to the provisions of § 39-26.2-7(1) at areasonable hourly rate
negotiated by OER.

Renewable Energy Certificate shall mean a New England Generation Information System
renewable energy certificate as defined in § 39-26-2(15).

Town of New Shoreham Project shall mean a small-scale offshore wind demonstration
project off the coast of Block Island, including an undersea transmission cable that
interconnects Block Island to the mainland as provided for in § 39-26.1-7.

Town of Johnston Project shall mean a newly developed renewable energy resource fueled
by landfill gas from the central landfill in the Town of Johnston as provided for in § 39-26.1-
9.

2) APPLICABILITY

Costs recovered under this provision are authorized for recovery pursuant to the
following provisions of Rhode Island General Law:

i) 839-26.1-4: Financial remuneration and incentives,

i) 839-26.1-5: Commission approva and regulations, subsection (f)
iii) §39-26.1-7: the Town of New Shoreham Project, subsection (d);
iv) §39-26.1-9: the Town of Johnston Project, subsection (8);

v) §39-26.2-6: Standard contract enrollment program, subsection (f);

vi) §39-26.2-7: Standard contract — Form and provisions, subsections (1)(vi), (2)(i),
(2)(iv) and (3);

3) RATE
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The Long-term Contracting for Renewable Energy Recovery (“LTCRER”) factor shall be
established semi-annually based upon the costs expected to be incurred during the subsequent
six-month period including an adjustment for uncollectible amounts at the Company’s currently
approved uncollectible allowance rate.

The LTCRER factor shall be auniform per kilowatt-hour factor applicable to al
customers based on the Forecasted kWhs during the six month period that the LTCRER factor
will bein effect. For billing purposes, the LTCRER factor will be included with the Renewable
Energy Distribution kWh charge on customers' bills.

The LTCRER factor will be calculated as follows:

LTCRER Factory

where

LTCRER Factor,

AMy

NFCMP,

{[(AMy=NFCMP, + ADM ) + FkWh,]} X (1 + UP)

The six-month period during which the annual LTCRER
will bein effect;

The Long-term Contracting Renewable Energy Recovery
Factor for the current six-month period;

The estimated annual above-market cost associated with
Long-term Contracts and Distributed Generation Standard
Contracts, calculated as the sum of the estimated payments
expected to be made during period x under each of the
approved Contracts less the expected proceeds to be
received during period x by the Company resulting from
thesale of the Contract Products;

The estimated Customer Share of Net Forward Capacity

ADM,

Market Proceeds during period x.

The estimated incremental administrative costs incurred as

FkWhy

upP

aresult of the Company’ s participation in the Forward
Capacity Market;

The Forecasted kWh for the six-month period following the
effective date of the LTCRER; and

The uncollectible percentage approved by the Commission
in the Company’ s most recent rate case.
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4) ADJUSTMENTSTO RATES

Adjustments to rates pursuant to the LTCRER Provision are subject to review and
approval by the Commission. The Company shall fileitsrevised LTCRER factor semi-annually
at least forty-five (45) days prior to the effective date of the revised LTCRER factor.
Modifications to the factors contained in this LTCRER Provision shall be in accordance with a
notice filed with the Commission pursuant to R.I.G.L. § 39-3-11(a) setting forth the amount(s) of
the revised factor(s) and the amount(s) of the increase(s) or decrease(s). The notice shall further
specify the effective date of such charges.

Effective Date: January 1, 20170¢cteber25.2012
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The Company’ srates for Retail Delivery Service are subject to adjustment to reflect
recovery of costsincurred in accordance with the provisions of Chapter 39-26.1, Long-Term
Contracting Standard for Renewable Energy and Chapter 39-26.2, Distributed Generation
Standard Contracts.

1) DEFINITIONS

Contract Remuneration shall mean the annual compensation as authorized by 8§ 39-26.1-4,
which shall be equal to two and three quarter percent (2.75%) of the actual annual payments
made under the Long Term Contracts and Distributed Generation Standard Contracts for
those projects that are commercially operating.

Contract Products shall mean the energy, capacity, Renewable Energy Certificates, or other
attributes individually or any combination thereof, associated with the output from a Newly
Developed Renewable Energy Resource, or a Distributed Generation Facility, which are
purchased by the Company pursuant to a Long-term Contract or a Distributed Generation
Standard Contract.

Customer Share of Net Forward Capacity Market Proceeds shall mean 80% of the proceeds
received from or fees, charges, or penalties assessed by |SO-NE as a result of the Company’s
bidding the capacity of qualified customer-owned Distributed Generation Facilities into the
ISO-NE Forward Capacity Market. These proceeds consist of all payments received from
ISO-NE for participation in the Forward Capacity Market, less any 1SO-NE fees, charges, or
penalties that may be assessed pursuant to the Forward Capacity Market’ s rules.

Distributed Generation Facility shall mean an electrical generation facility that is a newly
developed renewable energy resource as defined in § 39-26.1-2, located in the Company’s
load zone with a nameplate capacity no greater than five megawatts (5 MW), using eligible
renewable energy resources as defined by 8 39-26-5, including biogas created as a result of
anaerabic digestion, but, specifically excluding all other listed eligible biomass fuels, and
connected to an electrical power system owned, controlled, or operated by the Company.

Distributed Generation Standard Contract shall mean a contract with aterm of fifteen (15)
years at afixed rate for the purchase of all Contract Products generated by a Distribution
Generation Facility, which is executed with the Company pursuant to R.I.G.L. 39-26.2.

Forecasted kWh shall mean the forecasted amount of electricity to be delivered to the
Company’s retail delivery service customers.

L ong-term Contract shall mean a contract of not less than ten (10) years, for the purchase of
Contract Products, which is executed with the Company pursuant to R.I.G.L. 39-26.1.

Newly Developed Renewable Energy Resource shall have the meaning set forth in §39-26.1-
2(6).
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Performance Guarantee Deposit shall mean a deposit as required pursuant to § 39-26.2-
7(2)(ii) paid to the Company of fifteen dollars ($15.00) for a small Distributed Generation
Fecility or twenty-five dollars ($25.00) for alarge Distributed Generation Facility for every
Renewable Energy Certificate estimated to be generated per year under the Distributed
Generation Standard Contract, but at least five hundred dollars ($500) and not more than
seventy-five thousand dollar ($75,000) paid at the time of contract execution.

Reconciliation Period shall mean the most recent twelve month period ending December 31.

Reimbursement Agreement shall mean a cost reimbursement agreement entered into between
the Company and alawyer designated by the Office of Energy Resources (“OER”) that is
intended to compensate such lawyer for the time spent serving in the contract working group
established pursuant to the provisions of § 39-26.2-7(1) at areasonable hourly rate
negotiated by OER.

Renewable Energy Certificate shall mean a New England Generation Information System
renewable energy certificate as defined in § 39-26-2(15).

Town of New Shoreham Project shall mean a small-scale offshore wind demonstration
project off the coast of Block Island, including an undersea transmission cable that
interconnects Block Island to the mainland as provided for in § 39-26.1-7.

Town of Johnston Project shall mean a newly devel oped renewabl e energy resource fueled
by landfill gas from the central landfill in the Town of Johnston as provided for in § 39-26.1-
0.

2) APPLICABILITY

Costs recovered under this provision are authorized for recovery pursuant to the
following provisions of Rhode Island General Law:

i) 839-26.1-4: Financial remuneration and incentives,

ii) §39-26.1-5: Commission approval and regulations, subsection (f)
iii) §39-26.1-7: the Town of New Shoreham Project, subsection (d);
iv) §39-26.1-9: the Town of Johnston Project, subsection (8);

V) §39-26.2-6: Standard contract enrollment program, subsection (f);

vi) §39-26.2-7: Standard contract — Form and provisions, subsections (1)(vi), (2)(i),
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3) RECONCILIATION FACTOR

On an annual basis, the Company shall reconcile the revenue billed through the Long-
term Contracting for Renewable Recovery (“LTCRER”) factor, as adjusted for uncollectible
amounts at the Company’ s currently approved uncollectible allowance rate, to the actual
expenses incurred, including the approved uncollectible alowance, during the Reconciliation
Period, and the excess or deficiency, including interest at the Company’s short term interest rate,
shall be refunded to, or collected from, all customersin the two subsequent period’'s LTCRER
factor. The Company may fileto adjust the LTCRER Adjustment Factor at any time should
significant over or under recovery of costs occur.

The LTCRER Reconciliation factor shall be a uniform per kilowatt-hour factor applicable
to all customers based on the Forecasted kWhs during the twelve month period that the LTCRER
Reconciliation factor will be in effect. For billing purposes, the LTCRER Reconciliation factor
will be included with the Renewable Energy Distribution kWh charge on customers’ bills.

The LTCRER Reconciliation factor will be calculated as follows;

L TCRER Reconciliation

Factory = [ (PPRAx + Ix) + FKWhy] x (1 + UP)
where
X = The twelve-month period during which the annual LTCRER

Reconciliation factor will be in effect;

LTCRER Reconciliation
Factory = The Long-term Contracting Renewable Energy Recovery
Reconciliation Factor for the current twelve-month period;

PPRA = The Past Period Reconciliation Amount to be collected through the
L TCRER Reconciliation Factor during period x, defined as the
ending balance of the difference between:

@ the actual cost incurred during the Reconciliation Period,
which shall include the sum of:

1) actual payments made during the Reconciliation Period
under the individual approved L ong-term Contracts and
Distributed Generation Standard Contracts less (i) any
proceeds received by the Company resulting from the
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(b)

sale of the Contract Products and (ii) actual Customer
Share of Net Forward Capacity Market Proceeds;

2) Contract Remuneration during the Reconciliation
Period;

3) 4l costsincurred during the Reconciliation Period in
the negotiation, administration, enforcement, and
implementation of the projects and related agreements,
and costs associated with the design of an undersea
transmission cable interconnecting Block Island (Town
of New Shoreham) to the mainland that are not
otherwise recovered through the Transmission Service
Cost Adjustment Provision pursuant to Sections 2.iii
and 2.iv;

4) the costsincurred during the Reconciliation Period by
the Company under Reimbursement Agreements
pursuant to Section 2.vi;

5) the costsincurred during the Reconciliation Period
associated with required system upgrades that are not
recovered directly from Distributed Generation
Facilities pursuant to Section 2.vii;

6) forfeited Performance Guarantee Deposits during the
Reconciliation Period pursuant to Section 2.viii which
shall be an offset to expense;

7) the costs incurred during the Reconciliation Period for
consultants hired to assist the Commission in
proceedings involving contract disputes pursuant to
Section 2.ix; and

8) actual incremental administrative costsincurred as a
result of the Company’s participation in the Forward
Capacity Market;

and

the revenues billed through the LTCRER Factors as
approved by the Commission for the Reconciliation Period;



FkWhy
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= interest calculated as the sum of the beginning period and ending
period balance divided by 2, multiplied by the Company’ s short
term interest rate during period x;

The Forecasted kWh for the twelve month period following the
effective date of the LTCRER Reconciliation factor; and

= The uncollectible percentage approved by the Commission in the
Company’ s most recent rate case.

4) ADJUSTMENTSTO RATES

Adjustments to rates pursuant to the LTCRER Reconciliation Provision are subject to
review and approval by the Commission. The Company shall fileitsrevised LTCRER
Reconciliation factor annually at least forty-five (45) days prior to the effective date of the
revised LTCRER Reconciliation factor. Modifications to the factors contained in this LTCRER
Reconciliation Provision shall be in accordance with a notice filed with the Commission
pursuant to R.I.G.L. § 39-3-11(a) setting forth the amount(s) of the revised factor(s) and the
amount(s) of the increase(s) or decrease(s). The notice shall further specify the effective date of

such charges.

Effective Date: January 1, 2017
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The Company’ srates for Retail Delivery Service are subject to adjustment to reflect
recovery of costsincurred in accordance with the provisions of Chapter 39-26.1, Long-Term
Contracting Standard for Renewable Energy and Chapter 39-26.2, Distributed Generation
Standard Contracts.

1) DEFINITIONS

Contract Remuneration shall mean the annual compensation as authorized by 8§ 39-26.1-4,
which shall be equal to two and three quarter percent (2.75%) of the actual annual payments
made under the Long Term Contracts and Distributed Generation Standard Contracts for
those projects that are commercially operating.

Contract Products shall mean the energy, capacity, Renewable Energy Certificates, or other
attributes individually or any combination thereof, associated with the output from a Newly
Developed Renewable Energy Resource, or a Distributed Generation Facility, which are
purchased by the Company pursuant to a Long-term Contract or a Distributed Generation
Standard Contract.

Customer Share of Net Forward Capacity Market Proceeds shall mean 80% of the proceeds
received from or fees, charges, or penalties assessed by | SO-NE as aresult of the Company’s
bidding the capacity of qualified customer-owned Distributed Generation Facilities into the
ISO-NE Forward Capacity Market. These proceeds consist of all payments received from
ISO-NE for participation in the Forward Capacity Market, less any 1SO-NE fees, charges, or
penalties that may be assessed pursuant to the Forward Capacity Market’ s rules.

Distributed Generation Facility shall mean an electrical generation facility that is a newly
developed renewable energy resource as defined in § 39-26.1-2, located in the Company’s
load zone with a nameplate capacity no greater than five megawatts (5 MW), using eligible
renewable energy resources as defined by 8 39-26-5, including biogas created as a result of
anaerabic digestion, but, specifically excluding all other listed eligible biomass fuels, and
connected to an electrical power system owned, controlled, or operated by the Company.

Distributed Generation Standard Contract shall mean a contract with aterm of fifteen (15)
years at afixed rate for the purchase of all Contract Products generated by a Distribution
Generation Facility, which is executed with the Company pursuant to R.I.G.L. 39-26.2.

Forecasted kWh shall mean the forecasted amount of electricity to be delivered to the
Company’s retail delivery service customers.

L ong-term Contract shall mean a contract of not less than ten (10) years, for the purchase of
Contract Products, which is executed with the Company pursuant to R.I.G.L. 39-26.1.

Newly Developed Renewable Energy Resource shall have the meaning set forth in §39-26.1-
2(6).
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Performance Guarantee Deposit shall mean a deposit as required pursuant to § 39-26.2-
7(2)(ii) paid to the Company of fifteen dollars ($15.00) for a small Distributed Generation
Fecility or twenty-five dollars ($25.00) for alarge Distributed Generation Facility for every
Renewable Energy Certificate estimated to be generated per year under the Distributed
Generation Standard Contract, but at least five hundred dollars ($500) and not more than
seventy-five thousand dollar ($75,000) paid at the time of contract execution.

Reconciliation Period shall mean the most recent twelve month period ending December 31.

Reimbursement Agreement shall mean a cost reimbursement agreement entered into between
the Company and alawyer designated by the Office of Energy Resources (“OER”) that is
intended to compensate such lawyer for the time spent serving in the contract working group
established pursuant to the provisions of § 39-26.2-7(1) at areasonable hourly rate
negotiated by OER.

Renewable Energy Certificate shall mean a New England Generation Information System
renewable energy certificate as defined in § 39-26-2(15).

Town of New Shoreham Project shall mean a small-scale offshore wind demonstration
project off the coast of Block Island, including an undersea transmission cable that
interconnects Block Island to the mainland as provided for in § 39-26.1-7.

Town of Johnston Project shall mean a newly devel oped renewabl e energy resource fueled
by landfill gas from the central landfill in the Town of Johnston as provided for in § 39-26.1-
0.

2) APPLICABILITY

Costs recovered under this provision are authorized for recovery pursuant to the
following provisions of Rhode Island General Law:

i) 839-26.1-4: Financial remuneration and incentives,

ii) §39-26.1-5: Commission approval and regulations, subsection (f)
iii) §39-26.1-7: the Town of New Shoreham Project, subsection (d);
iv) §39-26.1-9: the Town of Johnston Project, subsection (8);

V) §39-26.2-6: Standard contract enrollment program, subsection (f);

vi) §39-26.2-7: Standard contract — Form and provisions, subsections (1)(vi), (2)(i),
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3) RECONCILIATION FACTOR

On an annual basis, the Company shall reconcile the revenue billed through the Long-
term Contracting for Renewable Recovery (“LTCRER”) factor, as adjusted for uncollectible
amounts at the Company’ s currently approved uncollectible allowance rate, to the actual
expenses incurred, including the approved uncollectible alowance, during the Reconciliation
Period, and the excess or deficiency, including interest at the Company’s short term interest rate,
shall be refunded to, or collected from, all customersin the two subsequent period’'s LTCRER
factor. The Company may fileto adjust the LTCRER Adjustment Factor at any time should
significant over or under recovery of costs occur.

The LTCRER Reconciliation factor shall be a uniform per kilowatt-hour factor applicable
to all customers based on the Forecasted kWhs during the twelve month period that the LTCRER
Reconciliation factor will be in effect. For billing purposes, the LTCRER Reconciliation factor
will be included with the Renewable Energy Distribution kWh charge on customers’ bills.

The LTCRER Reconciliation factor will be calculated as follows;

L TCRER Reconciliation

Factory = [((PPRA + I} ) + FkWhy] x (1 + UP)
where
X = The twelve-month period during which the annual LTCRER

Reconciliation factor will be in effect;

LTCRER Reconciliation
Factory = The Long-term Contracting Renewable Energy Recovery
Reconciliation Factor for the current twelve-month period;

PPRA,

The Past Period Reconciliation Amount to be collected through the
L TCRER Reconciliation Factor during period x, defined as the
ending balance of the difference between:

@ the actual cost incurred during the Reconciliation Period,
which shall include the sum of:

1) actual payments made during the Reconciliation Period
under the individual approved L ong-term Contracts and
Distributed Generation Standard Contracts less (i) any
proceeds received by the Company resulting from the
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(b)

sale of the Contract Products and (ii) actual Customer
Share of Net Forward Capacity Market Proceeds;

1)2)  Contract Remuneration during the Reconciliation
Period;

2)3) all costsincurred during the Reconciliation Period
in the negotiation, administration, enforcement, and
implementation of the projects and related agreements,
and costs associated with the design of an undersea
transmission cable interconnecting Block Island (Town
of New Shoreham) to the mainland that are not
otherwise recovered through the Transmission Service
Cost Adjustment Provision pursuant to Sections 2.iii
and 2.iv;

3)4) the costsincurred during the Reconciliation Period
by the Company under Reimbursement Agreements
pursuant to Section 2.vi;

4)5)  the costsincurred during the Reconciliation Period
associated with required system upgrades that are not
recovered directly from Distributed Generation
Facilities pursuant to Section 2.vii;

5)6) forfeited Performance Guarantee Deposits during
the Reconciliation Period pursuant to Section 2.viii
which shall be an offset to expense; and

6)7) tFhe costsincurred during the Reconciliation Period
for consultants hired to assist the Commission in
proceedings involving contract disputes pursuant to
Section 2.ix; and-

8) actual incremental administrative costs incurred as a
result of the Company’s participation in the Forward
Capacity Market;

and

the revenues billed through the LTCRER Factors as
approved by the Commission for the Reconciliation Period;
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Ix = interest calculated as the sum of the beginning period and ending

period balance divided by 2, multiplied by the Company’ s short
term interest rate during period x;

FkWhy = The Forecasted kWh for the twelve month period following the
effective date of the LTCRER Reconciliation factor; and
UP = The uncollectible percentage approved by the Commission in the

Company’ s most recent rate case.

4) ADJUSTMENTSTO RATES

Adjustments to rates pursuant to the LTCRER Reconciliation Provision are subject to
review and approval by the Commission. The Company shall fileitsrevised LTCRER
Reconciliation factor annually at least forty-five (45) days prior to the effective date of the
revised LTCRER Reconciliation factor. Modifications to the factors contained in this LTCRER
Reconciliation Provision shall be in accordance with a notice filed with the Commission
pursuant to R.I.G.L. § 39-3-11(a) setting forth the amount(s) of the revised factor(s) and the
amount(s) of the increase(s) or decrease(s). The notice shall further specify the effective date of
such charges.

Effective Date: January 1, 20170¢cteber-25;






