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June 29, 2018

VIA HAND DELIVERY & ELECTRONIC MAIL

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

Warwick, Rl 02888

RE: National Grid’s Gas Revenue Decoupling Mechanism Reconciliation Filing
For April 1, 2017 to March 31, 2018
Docket No. 4846

Dear Ms. Massaro:

On behalf of National Grid,* enclosed please find the Company’s annual Gas Revenue
Decoupling Mechanism (RDM) reconciliation filing for the period April 1, 2017 to March 31,
2018. National Grid submits this filing pursuant to the provisions of the Distribution Adjustment
Clause of its gas tariff, RIPUC NG-GAS No. 101, at Section 3, Schedule A, Sheet 9, subpart 3.9
(Revenue Decoupling Adjustment Factor), which allows an annual reconciliation of the target
revenue-per-customer and the actual revenue-per-customer through a Revenue Decoupling
Adjustment (RDA) factor to be included in National Grid’s annual Distribution Adjustment Charge
(DAC) filing.

This filing consists of the pre-filed direct testimony and schedules of Ann E. Leary. Ms.
Leary provides an overview of National Grid’s RDM reconciliation, and describes the actual RDM
results for the period April 1, 2017 to March 31, 2018.

As a result of National Grid’s RDM reconciliation, National Grid over-recovered revenue
of $5,661,116 under its RDM during the period April 1, 2017 to March 31, 2018. This over-
recovery will be credited to customers through the RDA factor, which will go into effect November
1, 2018 with the rest of the DAC factors. National Grid is not presenting a proposed RDA factor at
this time because the RDA factor is just one of several factors included in the DAC. Rather,
National Grid will submit the RDA factor in its August 1, 2018 annual DAC filing.

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

280 Melrose Street, Providence, Rl 02907
T: 401-784-7415 ™ robert.humm@nationalgrid.com ™  www.nationalgrid.com
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Thank you for your attention to this matter. If you have any questions, please contact me at
401-784-7415.

Very truly yours,

Do —

Robert Humm

Enclosures

cc: Leo Wold, Esq.
John Bell, Division
Al Mancini, Division
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Introduction and Qualifications

Please state your name and business address.
My name is Ann E. Leary. My business address is 40 Sylvan Road, Waltham,

Massachusetts 02451.

What is your position at National Grid and responsibilities within that position?

| am the Manager of New England Gas Pricing for National Grid USA Service
Company, Inc. In this position, I am responsible for preparing and submitting various
regulatory filings with the Rhode Island Public Utilities Commission (PUC) on behalf of
The Narragansett Electric Company d/b/a National Grid (Company or National Grid),
and with the Massachusetts Department of Public Utilities on behalf of Boston Gas

Company and Colonial Gas Company, each d/b/a National Grid.

Please provide your educational background.
| received a Bachelor of Science in Mechanical Engineering from Cornell University

in 1983.

Please provide your professional background.
In 1985, | joined the Essex County Gas Company (Essex) as a Staff Engineer. In 1987, I

became a planning analyst and later accepted the position of Manager of Rates at Essex.
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Following Essex’s merger with Eastern Enterprises in 1998, | became Manager of Pricing
for Boston Gas Company (Boston). After Boston merged with KeySpan Energy
Delivery, subsequently National Grid, | became the Manager of New England Gas

Pricing, the position | hold today.

Have you previously testified before the PUC?

Yes. | have testified before the PUC on numerous occasions, most recently in the
Company’s 2017 rate case filing in Docket No. 4770. In addition, | have testified
extensively in several ratemaking and regulatory proceedings before the Massachusetts

Department of Public Utilities and the New Hampshire Public Utilities Commission.

Purpose of Testimony

What is the purpose of your testimony?

The purpose of my testimony is to present the Company’s March 31, 2018 Revenue
Decoupling Mechanism (RDM) reconciliation balance, which will be used to compute
the proposed Revenue Decoupling Adjustment (RDA) factor to be incorporated in the
Company’s upcoming August 1, 2018 annual Distribution Adjustment Charge (DAC)
filing. Specifically, | provide an overview of the Company’s RDM reconciliation and
explain the RDM results for the reconciliation period April 1, 2017 through March 31,

2018.
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This filing is submitted pursuant to the Company’s Distribution Adjustment Clause

provision contained in its tariff, RIPUC NG-GAS No. 101, at Section 3, Schedule A,

Sheet 9, subpart 3.9 (Revenue Decoupling Adjustment Factor).

Are you sponsoring any schedules with your testimony?

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

Schedule AEL-1

Schedule AEL-2

Schedule AEL-3

Schedule AEL-4

RDM Reconciliation

Annual Gas RDM Reconciliation Balance

Monthly RDM Reconciliation by Rate Class for the
Period April 1, 2017 through March 31, 2018

Actual vs. Normal Billing Heating Degree Day Comparison for
April 2017 through March 2018

Revenue-Per-Customer Targets

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

In Docket No. 4206, the PUC approved a Revenue-Per-Customer RDM that provides for

an annual reconciliation, by rate class, between a target level of base distribution rate

revenue and actual base distribution rate revenue billed during the reconciliation period.

The reconciliation is driven by the comparison of the Actual Revenue-Per-Customer

during the reconciliation period and the Target Revenue-Per-Customer. The

reconciliation is performed on a monthly basis and covers the Company’s fiscal year (the

period April 1 through March 31 of the following year) for all Residential and Small and
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Medium Commercial and Industrial (C&I) firm rate classes. Under the RDM, customers
subject to the RDM receive any net over-recovery of target revenue and are surcharged
for any net under-recovery of target revenue through the RDA factor, which is one of

several components of the DAC, effective November 1 each year.

What are the Target Revenue-Per-Customer and the Actual Revenue-Per-
Customer?

The Target Revenue-Per-Customer is the Revenue-Per-Customer that the Company is
allowed to earn applicable to the customers in each rate class included in the RDM. The
Actual Revenue-Per-Customer is the actual average Revenue-Per-Customer resulting
from the customers in each rate class included in the RDM based upon the base
distribution rate revenue billed by the Company divided by the actual number of

customers billed.

What is the result of the RDM reconciliation presented in this filing?
The RDM reconciliation results in a net over-recovery balance of $5,661,116 for the

period April 1, 2017 through March 31, 2018, as shown in Schedule AEL-1.
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Q. How did the Company determine the RDM reconciliation balance at the end of

March 2018?

A. On a monthly basis and for each rate class, the Company calculated the difference

between the Target Revenue-Per-Customer and the Actual Revenue-Per-Customer. If the
Actual Revenue-Per-Customer exceeds the Target Revenue-Per-Customer, the Company
has over-recovered its RDM target revenue and must credit customers the excess amount.
If the Actual Revenue-Per-Customer is less than the Target Revenue-Per-Customer, the
Company has under-recovered its RDM target revenue and must surcharge customers the
deficiency. The monthly difference between the Actual and Target Revenue-Per-
Customers is multiplied by the number of customers billed in the month to derive the
amount of revenue the Company has either over-recovered or under-recovered for the
month. For each month, the monthly revenue over- or under-recovery accumulates and
the balance accrues interest, which is also reflected in the final monthly balance.* The

Company presents this annual reconciliation in Schedule AEL-2.

Q. Has the Company made any adjustment to the Target Revenue-Per-Customer for
the adjustments to the Residential Heating and Residential Non-Heating customer

classes approved in Docket No. 47087°

! Interest on the average monthly balance is calculated at the same interest rate used to calculate interest on the
Company’s other DAC balances, which is the Bank of America Prime Rate less 200 basis points.

% In Docket No. 4708, the Company adjusted the Target Revenue-Per-Customer for the Residential Heating and
Residential Non-Heating customer classes to normalize for the end of July 2016 transfer of 684 customers from
Non-Heating rate classes to the Heating rate classes. As a result, such customers were in their new rate classes at
the beginning of the RDM reconciliation period in Docket No. 4708 (i.e., April 1, 2016).
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No. For the past three years, the Company has been revising the benchmark Target
Revenue-Per-Customer due to the transfer of significant numbers of customers between
the Residential Heating and Residential Non-Heating rate classes as a result of the
Company refining the criteria used to identify Residential customers who should have
received service on the Residential Heating rate classes, but were actually billed on the
Residential Non-Heating rate classes, during the rate year of the Company’s rate case
filed in 2012, Docket No. 4323 .*> The Company has identified all the Residential
Heating customers who were on the Residential Non-Heating rate classes, but should
have been on the Residential Heating rate classes, for the period February 2013 through
January 2014, so it is unnecessary to make any further revisions to Target Revenue-Per-
Customers for these two rate classes. The transfer of 684 customers from Residential
Non-Heating to Residential Heating at the end of July 2016, as presented in Docket No.

4708, was the final update to the Target Revenue-Per-Customers.

Does the Company anticipate updating the Target Revenue-Per-Customer for any
of its RDM groups in future filings?

No. The Company believes the statistical analysis it has developed best identifies all
Residential Heating customers that should have been transferred from the Residential
Non-Heating rate classes to the Residential Heating rate classes based on their annual

load profile.

® The rate year in Docket No. 4323 was February 2013 through January 2014.
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Results of the RDM Reconciliation

What are the results of the RDM reconciliation for the year ending March 31, 2018?
For the reconciliation period April 1, 2017 through March 31, 2018, the Company has
calculated a net over-recovery of target revenue of $5,661,116, as summarized in
Schedule AEL-1. This over-recovery will be credited to customers through the RDA

factor, which will go into effect November 1, 2018 with the rest of the DAC factors.

What are the drivers for the net under-recovery?

As shown in Schedule AEL-1, the Company’s net over-recovery of $5,661,116 was
driven by a $6.3 million combined over-recovery for the Residential RDM groups and a
$0.7 million combined under-recovery for the Small and Medium C&Il RDM groups. For
the Small and Medium C&I RDM groups, the $0.7 million under-recovery was driven by
a reduction in actual revenue due to warmer than normal weather.* Schedule AEL-3

shows the billing heating degree day comparison for this reconciliation period.

For the Residential RDM groups, the over-recovery is the result of two factors. First, the
Actual Revenue-Per-Customer declined due to warmer than normal weather, similar to
the weather’s impact on the Small and Medium C&Il RDM groups. Warmer weather
would typically generate an under-recovery; however, the weather’s impact was offset by

the adjustments the Company made to the Residential Non-Heating and Residential

* Overall Fiscal Year 2018 weather was approximately 4.5 percent warmer than normal, but 3.5 percent colder than

in Fiscal Year 2017.
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V.

Q.

Heating Target Revenue-Per-Customers, which reduced the Target Revenue-Per-
Customer for the Residential Heating rate classes. The lower Target Revenue-Per-
Customer — which is a function of revenue based on normal forecasted sales volumes and
numbers of customers, as adjusted in Docket Nos. 4514, 4573, 4634, and 4708 — when
compared to weather-normal Actual Revenue-Per-Customers, will inherently generate an
over-recovery as compared to the original Target Revenue-Per-Customer in Docket No.

4514. This result is to the customers’ benefit.

Bill Impacts

Does the Company include bill impacts resulting from the RDM reconciliation in
this filing?

No, the Company is not presenting bill impact information at this time. Because the
RDA factor will be proposed in the DAC filing along with several other factors, the bill
impact of a RDA factor on a stand-alone basis provides limited information as to the
cumulative impact of the change in the overall DAC factors. Rather, the Company will
submit bill impacts for the cumulative impact of all of its proposed DAC factors,

including the RDA factor, with its August 1, 2018 DAC filing.

Does this conclude your testimony?

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

Schedule AEL-1

Page 1 of 1
The Narragansett Electric Company Annual Gas RDM Reconciliation Balance
Residential Non-Heat (incl Low Income) $535,269
Residential Heat (incl Low Income) ($6,879,336)
Small C&I ($139,560)
Medium C& $822,510
Net Over Recovery of Target Recovery ($5,661,116)

(1) Schedule AEL-2, Page 1, Column (1), Line (36)
(2) Schedule AEL-2, Page 2, Column (1), Line (72)
(3) Schedule AEL-2, Page 3, Column (1), Line (84)
(4) Schedule AEL-2, Page 3, Column (1), Line (96)
(5) Sum [Lines (1):(4)]
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Actual vs. Normal Billing Degree Day Comparison for April 2017 - March 2018

Month/Y ear

Apr-17
May-17
Jun-17
Jul-17
Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-18
Feb-18
Mar-18

Total

Degree Day Difference

Degree Day Difference (%)

Source: Normal Heating Degree Day Report
Line (13): Sum [Lines (1):(12)]

Line (14): Abs[Column (b), Line (13) - Column (a), Line (13)]
Line (15): [Column (a), Line (13) / Column (b), Line (13)] - 1

Actual Billing Degree Days Normal Billing Degree Days

@ (b)
704 652
300 356
159 118
13 16
5 0
14 17
70 143
337 463
782 761
1,197 995
903 1,038
737 909
5221 5,468
247
-4.5%
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Luly E. Massaro, Commission Clerk

Gas Revenue Decoupling Mechanism Filing
June 29, 2018
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Thank you for your attention to this matter. If you have any questions, please contact me at
401-784-7415.

Very truly yours,

Do —

Robert Humm

Enclosures

cc: Leo Wold, Esq.
John Bell, Division
Al Mancini, Division



