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April 23, 2018
VIA HAND DELIVERY AND ELECTRONIC MAIL

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

Warwick, Rl 02888

RE: Docket 4686 - Request for Approval of Storm Contingency Fund Replenishment
Responses to PUC Data Requests — Set 4

Dear Ms. Massaro:

On behalf of National Grid,* I enclose ten (10) copies of the Company’s responses to the
fourth 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
Jonathan Schrag, Division
John Bell, Division
Leo Wold, Esq.

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

280 Melrose Street, Providence, Rl 02907
T: 781-907-2153 ™ celia.obrien@nationalgrid.com ™  www.nationalgrid.com



Certificate of Service

I hereby certify that a copy of the cover letter and any materials accompanying this certificate was
electronically transmitted to the individuals listed below.

The paper copies of this filing are being hand delivered to the Rhode Island Public Utilities Commission
and to the Rhode Island Division of Public Utilities and Carriers.

April 23, 2018

Joanne M. Scanlon
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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 Fourth Set of Data Requests
Issued on March 30, 2018

PUC 4-1

Request:

Referencing the Company’s response to PUC-3-1, please point to the language in the Settlement
that addresses the treatment of storms that occur between April 2016 and approval of the
Settlement consistent with the response to PUC-3-1.

Response:

As stated in the last sentence of its response to PUC 3-1, the Company committed to apply
Paragraphs (2) and (3) of the Joint Proposal and Settlement Agreement between the Company
and the Division of Public Utilities and Carriers (the Settlement Agreement) filed with the Public
Utilities and Carriers (PUC) on September 25, 2017 in this docket to qualifying major storm
events that occur subsequent to April 2016 up to the effective date of new base distribution rates
(i.e., September 1, 2018)." Specifically, the last sentence of the Company’s response to PUC 3-1
states as follows:

Upon PUC approval of the Settlement Agreement, costs for any of the
Company’s Storm Fund-eligible storms that occur subsequent to April 2016
up to the effective date of the new base distribution rates after the filing of
the Company’s upcoming base distribution rate case will be subjected to
Paragraphs (2) and (3) of the Joint Settlement.

Although this statement in the Company’s response to PUC 3-1 is not also contained in the
Settlement Agreement, this statement specifically establishes that the Company has agreed to
apply the terms of Paragraphs (2) and (3) of the Settlement Agreement retroactively to major
storm events that occurred or may occur in the period between April 2016 and September 1,
2018 to provide additional benefits to customers upon PUC approval of the Settlement
Agreement. If the PUC approves the Settlement Agreement prior to the September 1, 2018
effective date of new base distribution rates in Docket No. 4770, the Company will:

! Subsequent to the filing of the Settlement Agreement with the PUC in this docket, on November 27, 2017, the
Company filed an application for a change in electric and gas base distribution rates with the PUC for new rates
effective September 1, 2018, which is pending before the PUC in Docket No. 4770.

Prepared by or under the supervision of: William R. Richer



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 Fourth Set of Data Requests
Issued on March 30, 2018

PUC 4-1, page 2

1. Credit customers for 75% of the Net Revenue (as defined in the Settlement
Agreement) received by Narragansett Electric or Narragansett Gas, as appropriate, for
performing storm response services in other jurisdictions to the Storm Fund or
through the Distribution Adjustment Charge, respectively, as further described in
Paragraph (2) of the Settlement Agreement; and

2. Make an adjustment to charges to the Storm Fund to remove base labor and
overheads of National Grid USA Service Company, Inc. (Service Company)
employees to the extent those charges are already being recovered through
Narragansett Electric’s base distribution rates approved by the PUC in Docket No.
4323. The Company will determine the percentage of base labor of New England-
based Service Company employees who charge Narragansett Electric over a
representative 12-month period (for normal activities), as further described in
Paragraph (3) of the Settlement Agreement.

Prepared by or under the supervision of: William R. Richer



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 Fourth Set of Data Requests
Issued on March 30, 2018

PUC 4-2

Request:

Referencing the response to PUC-3-2, please provide a schedule showing the application of “the
computational methodology agreed on by the Division and the Company for future storms to the
18 storms that occurred in the past that are the subject of this proceeding, rounded up to $2
million to provide an additional benefit to customers.”

Response:

Please see Attachment PUC 4-2 showing the results of the “computational methodology” agreed
on by the Division and the Company, which is referenced in the response to PUC 3-2. As shown
in Attachment PUC 4-2, the computational methodology yielded a result of approximately
$1,301,076. However, in consideration of the fact that the Division had agreed to resolve the
broader set of issues that had arisen in relation to storm-cost recovery, the Company consented to
round this amount up to $2 million, which is over 50 percent more than the computational
amount.

Prepared by or under the supervision of: William R. Richer



Narragansett Electric
Docket 4686--Storm Replenishment Factor Filing
Application of Settlement Principles to Filed and Unfiled Storm Costs

The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4686
Attachment PUC 4-2

Page 1 of 8

18 Storms in Storm Replenishment Factor Filing

Base Pay

Overheads Interest Total

1. Share 75% of net revenues received by Narragansett Gas for
storm restoration services provided to Narragansett Electric Company

storms:

Narragansett Gas charges to Electric Storms

Percentage of Labor Charged to O&M in Docket 4323 1)

Share 75% to compensate Narragansett Gas for
incremental costs to complete scheduled work delayed due
to time devoted to storm restoration activities

Amount to be shared with Narragansett Gas customers

2. Remove portion of Service Co base pay and overheads charged to
Narragansett Electric for storm restoration services based on the
percentage of 2016 Service Co labor charges for New England based
employees charged to O&M expense excluding base labor charged to
Narragansett Energy Efficiency programs:

2016 Percentage of New England Service Co Employees'
base labor charged to Narragansett Electric O&M
excluding EE base labor

Amount of costs that would normally be charged to
Narragansett Electric

Less: Amount charged to IFA at IFA Labor Allocation
Percentage of 2.64% in Docket 4323 ?2)

Service Co base labor and overheads to be excluded from

Storm Fund

Total Settlement Adjustments

ELEC, Page 23, Line 47

232,728

1,019,884

1,339,013 330,424 1,902,165

54.21%

1,031,164

75.00%

773,373

5,274,153 1,261,557 7,555,594

7.17%

542,012

(14,309)

527,703

1,301,076

(1) Docket No. 4323, Compliance Attachment 6, Schedule MDL-3-Gas, Page 23, Line 39, Column (k)
(2) 2.64% IFA Labor Allocation rate per Docket No. 4323, Compliance Attachment 1, Schedule MDL-3-



The Narragansett Electric Company

d/b/a National Gri
RIPUC Docket No. 4686

Attachment PUC 4-2
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The Narragansett Electric Company
d/b/a National Grid
RIPUC Docket No. 4686
Attachment PUC 4-2

Page 3 of 8
Division's Proposed Adjustments Per Attachment PUC 1-1:
Line # Originating Company Base Pay Overheads Interest Total
(a) (b) (©) (d) (€
1 Narragansett Gas $ 247,038 $ 1,401,308 $ 347,044 1,995,390
2 National Grid USA Service Company 1,052,616 5,450,912 1,310,246 7,813,774
3 Total $ 1299654 $ 6,852220 $ 1,657,290 9,809,164
4 Less: Amounts Charged to Capital:
Base Pay Overheads Interest Total
5 Narragansett Gas $ 14310 $ 62,295 $ 16,620 93,225
6 National Grid USA Service Company 32,732 176,759 48,689 258,180
7 Total $ 47,042  $ 239,054  $ 65,309 351,405
8 Division's Net Proposed Adjustments to the Storm Fund
Base Pay Overheads Interest Total
9 Narragansett Gas $ 232,728 $ 1,339,013 $ 330,424 1,902,165
10 National Grid USA Service Company 1,019,884 5,274,153 1,261,557 7,555,594
11 Total $ 1252612 $ 6,613,166 $ 1,591,981 9,457,759
Line Notes:
1 (b) RIPUC Docket No. 4686, Attachment PUC 1-1, Page 1, Line 21 Column (a) (see page 7 of 8)
1(c) RIPUC Docket No. 4686, Attachment PUC 1-1, Page 2, Line 21 Column (a) (see page 8 of 8)
2 (b) RIPUC Docket No. 4686, Attachment PUC 1-1, Page 1, Line 21 Columns (e), (f) (see page 7 of 8)

2 (c)

RIPUC Docket No. 4686, Attachment PUC 1-1, Page 2, Line 21 Columns (e), (f) (see page 8 of 8)



The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4686
Attachment PUC 4-2

Page 4 of 8

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

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.

¢. 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

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



The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4686
Attachment PUC 4-2

Page 5 of 8

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

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

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



The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4686
Attachment PUC 4-2
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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

PUC 1-1, page 3

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.

Prepared by or under the supervision of: William R. Richer and Patricia C. Easterly
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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 Fourth Set of Data Requests
Issued on March 30, 2018

PUC 4-3

Request:

Referencing the response to PUC-3-3, please provide evidence to support that work conducted
by Rhode Island employees in other jurisdictions leads to overtime expense that is equal to 25%
of the amount billed to the jurisdiction receiving aid. If none exists, please indicate why the 25%
was agreed to as the appropriate number.

Response:

Please see Attachment PUC 4-3 for an analysis of overtime paid by month to the Company’s
electric and gas employees from April 2014 through March 2018. Column (d) reflects the date
of certain of the larger Storm Fund qualifying storm events, in which a significant portion of the
Company’s workforce was dedicated to storm restoration work. As this analysis demonstrates, a
higher level of overtime pay is evident in the immediate months following the occurrence of
major storms, followed by a decrease in overtime pay usually between the second and fourth
month after the storm. Smaller, shorter duration Storm Fund qualifying storms were not
considered in this analysis because such storms would not be expected to drive the trends that are
evident following larger qualifying storms.

Prepared by or under the supervision of: William R. Richer
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Calendar Month Electric Gas Storm Event
(@) (b) (c) (d)

Apr-2014 831,029 718,388.72

May-2014 722,543 992,789.43

Jun-2014 484,644 770,980.19

Jul-2014 732,625 975,117.98

Aug-2014 558,637 884,266.57

Sep-2014 724,390 865,080.18

Oct-2014 717,901 1,062,750.44

Nov-2014 850,240 1,027,327.16

Dec-2014 1,011,574 897,905.48

Jan-2015 436,630 657,199.66

Feb-2015 1,089,095 884,918.58

Mar-2015 470,937 1,520,345.99

Apr-2015 628,955 924,014.49

May-2015 392,318 778,273.42

Jun-2015 437,821 728,383.90

Jul-2015 627,472 1,004,827.28

Aug-2015 1,631,157 779,592.23 Storm Event 8/4/2015

Sep-2015 593,611 852,937.36

Oct-2015 671,220 1,126,797.61

Nov-2015 650,440 780,387.84

Dec-2015 594,750 774,287.80

Jan-2016 569,054 364,203.92

Feb-2016 2,102,035 569,205.47 Storm Event 2/5/2016

Mar-2016 1,102,817 511,076.94

Apr-2016 789,396 547,563.95

May-2016 532,274 644,337.36

Jun-2016 851,834 918,178.19

Jul-2016 666,802 670,199.61

Aug-2016 763,920 865,254.04

Sep-2016 932,344 1,012,667.38

Oct-2016 561,779 900,974.14

Nov-2016 679,359 962,812.81

Dec-2016 867,646 892,760.52

Jan-2017 776,585 731,637.34

Feb-2017 1,179,148 633,655.87

Mar-2017 1,328,889 959,014.88

Apr-2017 531,253 730,473.09

May-2017 628,344 810,720.10

Jun-2017 675,241 1,096,537.45

Jul-2017 699,620 822,025.68

Aug-2017 771,798 946,267.15

Sep-2017 986,178 869,182.30

Oct-2017 1,206,483 1,034,233.59 Storm Event 10/29/2017

Nov-2017 2,833,809 1,128,222.38

Dec-2017 660,552 930,487.83

|Jan-2018 905,286 1,723,814.84 Storm Event 1/04/2018 |

Feb-2018 647,222 1,388,747.82

Mar-2018 4,909,075 951,220.37



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 Fourth Set of Data Requests
Issued on March 30, 2018

PUC 4-4

Request:

At the evidentiary hearing in this matter and in the response to PUC-3-3, Mr. Richer represented
that there are incremental costs to National Grid Gas in Rhode Island related to storms that
impact the electric system because there is a delay in routine work. He was unable to quantify
the amount at the hearing. Please provide a quantification of the deferred gas work in Rhode
Island related to storms affecting electric where gas workers were used for Rhode Island
Narragansett Electric storm restoration for the period covered by the Settlement. Please itemize
the expense of the deferred gas work by storm.

Response:

Please see the Company’s response to PUC 4-3. It is difficult to make a precise quantification of
the impact on the Company’s overtime costs because there are so many factors that influence
actual workstreams and associated costs both in normal operations and during times when “make
up” work is overlaid on normal operations. However, the trend is visible in the months
following a major event.

For example, the increasing trend of overtime for Narragansett Gas employees following a major
storm event is evident in the overtime figures for September and October 2015, which followed a
major event that occurred in August 2015. The amount of overtime cost incurred in September
and October 2015 was greater than what was incurred in the same two-month period in 2014 and
2016, and was exceeded in October 2017 only due to the fact that another major storm event
occurred in October 2017. Although it is evident from the chart presented in Attachment PUC 4-
3 that overtime fluctuates across months in the normal course of business, it remains clear that
overtime is affected in the months immediately following a major event, all else equal.

Moreover Narragansett Gas employees do not normally participate in post-event restoration and
clean-up work once power is restored, so this up-tick in overtime cost for Narragansett Gas
employees would relate to the “make up” of routine work rather than any work for Narragansett
Electric.

Prepared by or under the supervision of: William R. Richer



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 Fourth Set of Data Requests
Issued on March 30, 2018

PUC 4-5

Request:

Referencing the response to PUC-3-4, base pay is $200,000. Labor overheads are $700,000.
Please explain why the labor overhead amount is higher than base pay.

Response:

Net Revenue includes (1) base pay and (2) labor overheads on base pay and overtime pay. Labor
overheads include the cost of employee benefits, such as employee healthcare costs, employee
life insurance costs, workers’ compensation, and other employee benefits. Employee benefit
costs for the Company do not increase as a result of an employee providing storm restoration
services to another company. Therefore, the recovery of labor overhead costs on both base labor
and overtime labor from another company is at least partially incremental proceeds to the
Company. This is the reason that the Company’s illustration reflects a higher amount for labor
overheads and a lower amount for base labor.

Prepared by or under the supervision of: William R. Richer



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 Fourth Set of Data Requests
Issued on March 30, 2018

PUC 4-6

Request:

Referencing the response to PUC-3-6, please explain how Calendar Year 2016 is a representative
12-month period. Has it been normalized? If so, how? If not, why not?

Response:

As of the date of the settlement, Calendar Year (CY) 2016 data was the most current CY
information available for calculating the percentage of base labor of New England-based Service
Company employees who charge Narragansett Electric. The CY 2016 percentage was 7.17
percent. The Company calculated the percentage of base labor of New England-based Service
Company employees of 6.82 percent for the test year in Docket No. 4770, the twelve-month
period ended June 30, 2017.

Prepared by or under the supervision of: William R. Richer



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 Fourth Set of Data Requests
Issued on March 30, 2018

PUC 4-7

Request:

Referencing PUC-3-6, why is the Company proposing to use the Test Year in Docket No. 4770
rather than the approved Rate Year as the representative twelve-month period?

Response:

The Rate Year expense levels in Docket No. 4770 are derived by adjusting costs to the non-
capitalized level of historic test year Operation & Maintenance percentages and historic test year
Service Company allocation percentages to the pre-capitalized level of costs. Therefore, the
calculation the percentage of base labor of New England-based Service Company employees
would result in the same percentage based on test-year costs or rate-year costs.

Prepared by or under the supervision of: William R. Richer



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 Fourth Set of Data Requests
Issued on March 30, 2018

PUC 4-8

Request:

Referencing PUC-3-11, please provide an illustration of the difference between the current
recovery of storm costs and the proposed recovery using the hypothetical that there are three
storms in one year that qualify for cost recovery. Each storm has storm related expenses of $10
million.

Response:

Illustrative Example 1 on Attachment PUC 4-8 provides a side-by-side comparison of the
recovery model that exists prior to the settlement and that is established within the Settlement
Agreement. As shown in the attachment, the principal differences between the models are the
following:

e The existing Storm Fund qualifying threshold is $855,000 as compared to the new
threshold of $1,100,000, which is a difference of $245,000.

e There is currently a deductible of $375,000, which is eliminated in the new model.

e There is currently $750,000 recovered through distribution base rates to count towards
the recovery of costs incurred in relation to Storm Fund events (i.e., the equivalent of the
deductible for two storm events), which is eliminated in the new model.

As indicated by the illustrative example, total Storm Fund recoveries would differ by $75,000,
assuming the occurrence of three qualifying events causing incremental expenses of $10 million
per event.

It is important to note, however, that this illustration does not indicate that the Company would

be better off by $75,000 under the new model. In fact, the Company could be better or worse off
depending on actual circumstances. This is due to the following:

Prepared by or under the supervision of: William R. Richer



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 Fourth Set of Data Requests
Issued on March 30, 2018

PUC 4-8, page 2

1. For each event qualifying as a major storm event, the Company loses $245,000 in Storm
Fund recovery due to the increased threshold for qualification. Under the previous
model, the Company would be eligible to recover storm costs through the fund once the
threshold of $855,000 was met. Now, that threshold will be $1,100,000. For storm
events that do not qualify as major storm events, the Company will be allowed to recover
$3,193,756 through base distribution rates, which represents the five-year average of
non-deferrable storm expense. If the actual costs incurred by the Company for non-
qualifying storm events are more than this amount in a given year, the Company loses the
recovery until total non-deferrable storm expense exceeds $5,193,756, or $3,193,756 plus
$2,000,000. Customers are likewise protected if actual non-qualifying storm expense is
less than $1,193,756, or $3,193,756 minus $2,000,000.

2. Although there is no deductible in the new model, there is also no amount recovered in
base distribution rates for the deductible. In the past, the Company would recover the
$750,000 regardless of whether two or fewer major events occurred. Conversely, the
Company would lose the deductible amount if more than two major storm events
occurred, although the Company has no control over the weather and cannot take any
action to avoid the cost impact of restoring power following a major storm event.

Illustrative Example 2 on Attachment PUC 4-8 reflects the difference between the current
recovery of storm costs and the proposed recovery using the same hypothetical posed in this
request that there are three storms in one year with expenses of $10 million each, but also one
additional storm during that year with expenses of $1 million. As indicated by the illustrative
example, total Storm Fund recoveries would be lower by $250,000 based on the proposed
settlement since the $1 million storm would no longer qualify for Storm Fund recovery. Until
August 31, 2018, a storm with $1 million of costs will exceed the $855,000 threshold and is
eligible for Storm Fund recovery. However, if this settlement is approved, after new distribution
base rates are approved in Docket No. 4770, a storm with $1 million of costs will be below the
new proposed threshold of $1,100,000 and no longer eligible for recovery through the Storm
Fund.

2 RIPUC Docket No. 4770, Schedule MAL-31, Page 7, Line 13.

Prepared by or under the supervision of: William R. Richer



Ilustrative Example 1

Line #
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(@)
Qualifying Storm Threshold
Storm Events
Storm 1
Storm 2
Storm 3
Total Storm Costs
Number of Qualifying Events
Deductible per Storm Event
Total Deductible
Total Deferred to Storm Fund

Amounts Recovered in Base Rates

Total Recovered from Customers

The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4686
Attachment PUC 4-8

Page 1 of 2
Storm Costs Current Proposed
(b) (b) ()

855,000 1,100,000
10,000,000 10,000,000 10,000,000
10,000,000 10,000,000 10,000,000
10,000,000 10,000,000 10,000,000
30,000,000 30,000,000 30,000,000
3 3

375,000 -

1,125,000 -
28,875,000 30,000,000

750,000 -
29,625,000 30,000,000




Ilustrative Example 2

Line #
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(a)
Qualifying Storm Threshold
Storm Events
Storm 1
Storm 2
Storm 3
Storm 4
Total Storm Costs
Number of Qualifying Events
Deductible per Storm Event

Total Deductible

Total Deferred to Storm Fund

Amounts Recovered in Base Rates

Total Recovered from Customers

The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4686
Attachment PUC 4-8

Page 2 of 2
Storm Costs Current Proposed
(b) (b) (©
855,000 1,100,000
10,000,000 10,000,000 10,000,000
10,000,000 10,000,000 10,000,000
10,000,000 10,000,000 10,000,000
1,000,000 1,000,000 -
31,000,000 31,000,000 30,000,000
4 3
375,000 -
1,500,000 -
29,500,000 30,000,000
750,000 -
30,250,000 30,000,000




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 Fourth Set of Data Requests
Issued on March 30, 2018

PUC 4-9

Request:

Please explain which parts of the storm recovery methodology and settlement are subject to
review in Docket No. 4770 and which are not. Referencing PUC-3-12, please explain why the
derivation of the five-year non-deferrable storm expense level is reviewable and the bandwidth is
not.

Response:

The Storm Fund construct is designed to create a balance between providing timely and
reasonable recovery of storm costs to the Company (because it is in the interests of customers to
have the Company positioned to restore power safely and expeditiously when there are customer
outages), and the interests of customers in making sure that the Company is managing storm
costs well and that costs are reasonably incurred. To balance these competing objectives, there
are tradeoffs of risk inherent in the construct. Therefore, the Company and the Division
negotiated and settled upon the structure of the Storm Fund to achieve the proper

balance. Elements such as the bandwidth have an inherent impact in achieving the appropriate
balance of customer and Company interests, and therefore are part of the settlement

construct. Other elements such as the five-year average of non-deferrable storm expense are a
revenue requirement issue appropriately addressed in the base rate proceeding.

Prepared by or under the supervision of: William R. Richer
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