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June 7, 2017 
 
 
VIA HAND DELIVERY & ELECTRONIC MAIL 
 
 
Luly E. Massaro, Commission Clerk 
Rhode Island Public Utilities Commission 
89 Jefferson Boulevard 
Warwick, RI   02888 
 
RE:   Docket 4686 - Request for Approval of Storm Contingency Fund Replenishment 
 Responses to PUC Data Requests – Set 1 
 
Dear Ms. Massaro: 
 
 On behalf of National Grid,1 I enclose ten (10) copies of the Company’s responses to the 
first set of data requests issued by the Rhode Island Public Utilities Commission in the above-
referenced docket. 

 
Thank you for your attention to this filing.  If you have any questions concerning this 

transmittal, please contact me at 781-907-2153. 
 

          Very truly yours, 
 

 
            

   Celia B. O’Brien 
Enclosures 
 
cc: Docket 4686 Service List 

Leo Wold, Esq. 
 Steve Scialabba, RI Division 
 John Bell, RI Division 
 

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

Celia B. O’Brien 
Assistant General Counsel and Director 
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In Re:  National Grid’s Request for Approval of 

Storm Contingency Fund Replenishment 
Responses to Commission’s First Set of Data Requests 

Issued on May 16, 2017 
   
 

Prepared by or under the supervision of:  William R. Richer and Patricia C. Easterly 

PUC 1-1 
 

Request: 
 

Referencing National Grid’s response to DIV-1-2, and DIV-1-5, specifically, the footnote in 
each that states, “the term ‘affiliates’ also pertains to employees of the Company’s gas business,” 
please identify the amount of electric storm related costs included in the storm fund that were 
charged to The Narragansett Electric Company’s electric operations by the Rhode Island gas 
operations commencing with the March 2010 floods to present. 
 

a. How are the expenses paid to the gas operations from the electric operations 
accounted for by the gas operations?   

b. Do ratepayers of the gas operations receive any rate relief as a result of the transfer of 
personnel and overhead costs from the electric to gas operations?   

c. If so, how?  If not, why not? 
 
Response: 
 
Please see Attachment PUC 1-1 for the requested information. 
 

a. The Narragansett Electric Company (the Company) is the legal entity that owns and 
operates National Grid’s electric distribution operations (referred to herein as 
Narragansett Electric) and gas distribution operations (referred to herein as 
Narragansett Gas) in Rhode Island.  Prior to the implementation of SAP, Narragansett 
Gas was reported as if it was a separate company in the Company’s PeopleSoft 
General Ledger.  Expenses paid to Narragansett Gas from Narragansett Electric were 
accounted for by Narragansett Gas as net settlements received against Intercompany 
Accounts Receivable/Payable in the intercompany moneypool accounts.  Since SAP 
was implemented, Narragansett Gas and Narragansett Electric are reported as one 
company in the Company’s General Ledger so there is no longer an intercompany 
transaction. 

b. No.  Customers of Narragansett Gas do not receive any rate relief as a result of the 
temporary transfer of personnel and overhead costs from the Company’s gas to 
electric operations.     

c. When crews are transferred from Narragansett Gas to Narragansett Electric, the costs 
of those crews are charged to the affiliate receiving assistance (Receiving Affiliate), 
at cost, including appropriate labor-following overheads.  The affiliate responding to 
provide assistance (Responding Affiliate) and providing the crews records the  



The Narragansett Electric Company 
d/b/a National Grid 

RIPUC Docket No. 4686 
In Re:  National Grid’s Request for Approval of 

Storm Contingency Fund Replenishment 
Responses to Commission’s First Set of Data Requests 

Issued on May 16, 2017 
   
 

Prepared by or under the supervision of:  William R. Richer and Patricia C. Easterly 

PUC 1-1, page 2 
 

charged cost as an Intercompany Accounts Receivable and payment is settled through 
the intercompany process.  Conversely, the Receiving Affiliate records the charged 
cost as an Operation and Maintenance (O&M) expense and an offsetting 
Intercompany Accounts Payable, and it is similarly settled.  Accordingly, on each 
end, the transaction is accounted for in a similar manner as would an invoice issued 
by an independent, externally procured company. 

Through the ratemaking process, labor costs associated with crews that are dispatched 
to Narragansett Electric by Narragansett Gas are normalized in the cost of service of 
Narragansett Gas.  Since Narragansett Gas costs were charged to Narragansett 
Electric during the 2011 test year used in the last Rhode Island gas and electric base 
rate cases, those labor costs needed to be added back to the cost of service for 
Narragansett Gas to reflect a normal year of labor expense.  This is in compliance 
with the PUC’s Rules of Practice and Procedure, Part Two, Section 2.6 (c) (1), 
“Adjustments to the Test Year—Normalization Adjustments” which states: 

(c) (1) Normalization Adjustments. These adjustments shall be 
made to the test year to present a reasonable/normal amount for 
one full year of operations. The test year must be normalized to 
reflect expected results for a typical future year.  All items of 
unusual magnitude which occurred during the test year, but which 
are not expected to recur to a significant degree beyond the test 
year, should be adjusted to reflect what is reasonably to be 
expected in the future.  Correspondingly, adjustments should be 
made to reflect items that are fixed, determinable, and likely to 
occur in the future, but did not occur to a significant degree during 
the test year.  

In Rhode Island, labor costs are incorporated into the revenue requirement using the 
test-year end employee headcount and the associated wages and salaries to develop 
“total labor cost.”  Actual labor cost in the test year is not used as the basis for setting 
rates.  Once the total labor cost is calculated, the Company reduces the total by the 
O&M rate, so that only the expense portion of the total labor cost is included in the 
revenue requirement.  The O&M rate is the Company’s actual O&M rate in the test 
year, excluding any storm-related work performed for an affiliate.  This means that 
the labor and labor-related expense locked into rates is based exclusively on the 
actual cost of labor devoted to the functions of the utility.  The requirement to  
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normalize the test year in base rate cases is also the practice for other National Grid 
affiliates. 

Conversely, when a utility uses crews from an affiliated company, it pays for those 
crews similar to how it would pay for an external crew.  If an employee of an affiliate 
company performs storm-related work for the benefit of Narragansett Electric, the 
employee charges their time and expenses to the applicable work orders established 
for that weather event in the General Ledger of The Narragansett Electric Company.  
The costs charged to these work orders are not included in the affiliate’s cost of 
service in a rate case as a normally recurring expense. 

Please also see the Company’s joint rebuttal testimony filed with the PUC on June 6, 
2017.   
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The Narragansett Electric Company 
d/b/a National Grid 

RIPUC Docket No. 4686 
In Re:  National Grid’s Request for Approval of 

Storm Contingency Fund Replenishment 
Responses to Commission’s First Set of Data Requests 

Issued on May 16, 2017 
   
 

Prepared by or under the supervision of:  William R. Richer and Patricia C. Easterly 

PUC 1-2 
 

Request: 
 

Referencing National Grid’s response to DIV-1-2 and DIV-1-5, please identify the 
amount of electric storm related costs included in the storm fund that were charged to 
The Narragansett Electric Company’s electric operations by non-Rhode Island affiliates 
commencing with the March 2010 floods to present. 
 
a. How are the expenses paid to the non-RI affiliates from the Narragansett Electrric 

Electric operations accounted for by the non-RI affiliates? 
b. How are these affiliated transactions reported to the MA Department of Public 

Utilities and NY Public Service Commission? 
c. Do ratepayers of the non-RI affiliates receive any rate relief as a result of the transfer 

of personnel and overhead costs from the electric to gas operations? 
 
Response: 
 
a. Expenses paid to non-RI affiliates from the Narragansett Electric operations are 

accounted for by the non-RI affiliates as Intercompany Accounts Receivable.   

b. The reporting of affiliate transactions in storm fund filings by Massachusetts 
Electric Company is identical to the way it is reported by Narragansett Electric to 
the PUC.  Both Massachusetts Electric Company and Narragansett Electric 
separately identify charges by affiliate company and by the payroll categories (i.e. 
base labor and overtime labor).   

The following provision is contained in Niagara Mohawk Power Corporation’s 
most recent base rate case Joint Proposal, Case 12-E-0201, Appendix 7, Section 
1.2.3.4 which states: 

1.2.3.4   In its summary of Incremental Costs to be deferred with respect 
to any Major Storm, Niagara Mohawk shall identify the portion of such 
Incremental Costs that represents payments to any affiliated company or 
companies separately from the portion of Incremental Costs that 
represents internal costs and costs paid to unaffiliated third-
parties.  Affiliated company costs shall be broken down into the same cost 
components as used for internal Company costs.   

 



The Narragansett Electric Company 
d/b/a National Grid 

RIPUC Docket No. 4686 
In Re:  National Grid’s Request for Approval of 

Storm Contingency Fund Replenishment 
Responses to Commission’s First Set of Data Requests 

Issued on May 16, 2017 
   
 

Prepared by or under the supervision of:  William R. Richer and Patricia C. Easterly 

PUC 1-2, page 2 
 

c. No.  It would not be appropriate to provide “rate relief” to customers of the non-
RI affiliates as a result of the temporary transfer of personnel and overhead costs 
from the RI electric or gas operations to New York or Massachusetts.   

Please see the Company’s response to PUC 1-1 and Attachment PUC 1-1 for 
further explanation.  Please also see the Company’s joint rebuttal testimony filed 
with the PUC on June 6, 2017. 
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