Adam M. Ramos
aramos@hinckleyallen.com
Direct Dial: 401-457-5164

August 20, 2025

VIA HAND DELIVERY and ELECTRONIC MAIL

Ellen Golde, Division Clerk

Rhode Island Division of Public Utilities and Carriers
89 Jefferson Boulevard

Warwick, Rl 02888

RE: Docket No. D-21-09 — In re: Petition of PPL Corporation, PPL Rhode Island
Holdings, LLC, National Grid USA, and The Narragansett Electric
Company for Authority To Transfer Ownership of The Narragansett
Electric Company to PPL Rhode Island Holdings, LLC and Related
Approvals

Dear Ms. Golde:

Enclosed please find The Narragansett Electric Company d/b/a Rhode Island Energy’s
Response to the Attorney General of the State of Rhode Island’s Position Statement Concerning
Rhode Island Energy’s Petition for an Order Discharging Hold Harmless Obligations.

Thank you for your time and attention to this matter. If you have any questions, please
contact me at 401-457-5164.

Very truly yours,

Adam M. Ramos, Esq.
AMR:amg

Enclosure

CcC: Docket No. D-21-09 Service List



CERTIFICATE OF SERVICE

I certify that a copy of the within documents was forwarded by e-mail to the Service List
in the above docket on the 20™" day of August, 2025.

Adam M. Ramos, Esq.

#66528266



STATE OF RHODE ISLAND
DIVISION OF PUBLIC UTILITIES AND CARRIERS

In Re: Petition of PPL Corporation, PPL Rhode )
Island Holdings, LLC, National Grid USA, )
and The Narragansett Electric Company for )
Authority to Transfer Ownership of The )
Narragansett Electric Company to PPL )
Rhode Island Holding, LLC and Related )
Approvals )

Docket No. D-21-09

THE NARRAGANSETT ELECTRIC COMPANY D/B/A RHODE ISLAND ENERGY’S
RESPONSE TO THE ATTORNEY GENERAL OF THE STATE OF RHODE ISLAND’S
POSITION STATEMENT CONCERNING RHODE ISLAND ENERGY’S PETITION FOR AN
ORDER DISCHARGING HOLD HARMLESS OBLIGATIONS

The Narragansett Electric Company d/b/a Rhode Island Energy (the “Company”) submits
this Response to the Attorney General of the State of Rhode Island’s (the “Attorney General’”)
Position Statement Concerning Rhode Island Energy’s Petition for an Order Discharging Hold
Harmless Obligations (the “AG Position Statement”) for two reasons.

First, the Company provided substantial evidence demonstrating that the use of the
weighted average cost of capital (“WACC?”) to calculate the miscellaneous bill credits to provide
to customers pursuant to the Hold Harmless Implementation Agreement® will provide at least the
full value of the Hold Harmless Commitment? to customers. The Attorney General’s assertions
that another rate might be more appropriate are not entitled to any evidentiary weight because the
Attorney General has failed to present any evidence in support of that position. Therefore, the
AG Position Statement cannot sufficiently support an order from the Rhode Island Division of

Public Utilities and Carriers (the “Division”) applying a rate other than the WACC.

! The “Hold Harmless Implementation Agreement” refers to the agreement between the Advocacy Section of the
Division of Public Utilities and Carriers (the “Advocacy Section”) and the Company, dated June 13, 2025, which is
the subject matter of this Petition.

2 The “Hold Harmless Commitment” refers to PPL Corporation and PPL Rhode Island Holdings, LLC’s
(collectively, “PPL") obligation to “hold harmless Rhode Island customers from any changes to Accumulated
Deferred Income Taxes (‘ADIT’) as a result of the Transaction.”



Second, and notwithstanding the evidentiary insufficiency of the Attorney General’s
assertion that the Division should consider an alternative discount rate from the one included in
the Hold Harmless Implementation Agreement, the Attorney General misconstrues and
incorrectly evaluates the impact of the discount rate on the calculations that are the subject of this
proceeding. An analysis of how the Company used the WACC in its calculations demonstrates
clearly that it is the appropriate rate for the calculation of the value of the Hold Harmless
Commitment.

Accordingly, the Company respectfully requests that the Division disregard the AG
Position Statement and grant the Company’s petition.

l. BACKGROUND

The Company filed its Petition for an Order Discharging Hold Harmless Obligations
Pursuant to the Hold Harmless Implementation Agreement (the “Petition”) with the Division on
June 19, 2025, after many months of negotiation with the Advocacy Section in an effort to
resolve an administratively burdensome process — for the Company and the Division — necessary
to comply with the Hold Harmless Commitment.® In so doing, the Company and the Advocacy
Section identified a mutually agreeable solution (after months of discussion and vetting by
experts) that would provide customers the full value of the Hold Harmless Commitment through
miscellaneous bill credits issued in January, February, and March of both 2026 and 2027. This
solution would provide meaningful monetary relief for customers during the winter months of
those two years when affordability concerns are anticipated to be significant because of increased

price pressures in the winter and increased gas and electric usage due to colder temperatures.

3 Order No. 24322 (issued February 23, 2022).



Both the Advocacy Section and the Company painstakingly analyzed the calculation of
the amount of bill credits to provide during those months to ensure delivery of at least the full
value of the Hold Harmless Commitment — which included a calculation of: (1) the full value of
the Hold Harmless Commitment if implemented over 37 years using the process that has been
used since the Acquisition,* and (2) the “net present value” of the Hold Harmless Commitment if
provided to customers over the next two years (instead of 37). Once the Company and the
Advocacy Section reached their agreement, the Company promptly filed the pending Petition
with the Division on June 19, 2025, to expeditiously move forward with the necessary steps to
facilitate implementation and deliver that value to customers. All parties to this docket received
notice of that filing — including the Attorney General.

For three weeks, the Attorney General took no action in response to the Petition. It was
not until July 11, 2025, that the Attorney General filed a Motion to Reopen the proceedings.
That motion, however, took no position on the pending Petition. It merely asked that the Division
“allow[]the parties to the original proceedings to review, vet, and consider” the Petition. That
same day, the Division Hearing Officer noticed a hearing on the Petition for July 18, 2025 -
essentially granting the relief the Attorney General sought.

On July 18, 2025, the Division held the noticed hearing. The Attorney General
participated fully, cross-examining the three witnesses the Company presented in support of the
Petition.> Although the Attorney General had taken no action to seek any additional evidence or

information in advance of the hearing, the Attorney General did seek to make a record request

4 The Acquisition refers to the transfer of ownership of 100 percent of the outstanding shares of common stock of the
Company from National Grid USA to PPL Rhode Island Holdings, LLC (an indirect subsidiary of PPL Corporation).

> At the hearing, the Hearing Officer denied the Attorney General’s Motion to Reopen as moot, concluding that the
hearing provided the Attorney General the relief requested.



for the Excel file that reflected the calculations the Company and Advocacy Section had agreed
upon to determine the total amount of bill credits the Company would issue to provide customers
with the full value of the Hold Harmless Commitment (the “Rhode Island Energy Calculations”).
Although the Hearing Officer deferred ruling on that record request, the Company voluntarily
provided the Rhode Island Energy Calculations later the same day. Thereafter, the Hearing
Officer allowed the Attorney General three additional weeks — until August 8, 2025 — for review
and consideration of the Rhode Island Energy Calculations.

Now, after having the opportunity to review and consider the Rhode Island Energy
Calculations for those three weeks, the Attorney General has filed the AG Position Statement.
That filing, however, still fails to present any evidence or expert analysis regarding the Hold
Harmless Implementation Agreement or the Rhode Island Energy Calculations. Moreover, the
Attorney General still has not taken a position on whether the Division should grant the
Company’s Petition. Rather, the Attorney General has merely opined that the Division must have
“certainty” that customers are receiving at least the full value of the Hold Harmless Commitment
and suggested — without evidence — that the Division should consider whether the Company and
Advocacy Section should have used a lower discount rate, such as the customer deposit rate used
in connection with the Electric Revenue Decoupling Mechanism Reconciliation filing or the
Bank of America Prime Rate minus 200 basis points rate applied in connection with the

Distribution Adjustment Clause for gas.®

& Unlike the Electric Revenue Decoupling Mechanism Reconciliation and the Distribution Adjustment Clause, this is
not a circumstance in which the Company is holding money that needs to be returned to customers, which calls for
the application of an interest rate to compensate customers for the time value of money.



1. The Evidence Demonstrates the WACC is the Appropriate Discount Rate

The Company’s witnesses explained in detail at the hearing that the Company selected
the WACC as a discount rate because it is an approved rate that applies to the cost for it to raise
money. There is no evidence that any other rate is more appropriate in this context. Moreover,
the utilization of the WACC in determining the appropriate net present value of the Hold
Harmless Commitment was fully vetted with the Advocacy Section over many months of
discussions and analysis. There is, therefore, substantial evidence in the record that supports the
conclusion that the use of the WACC to calculate the value of the Hold Harmless Commitment to
customers is appropriate — and that providing miscellaneous bill credits as set forth in the Hold
Harmless Implementation Agreement will provide customers at least that full value.’

Conversely, the AG Position Statement contains no evidence in support of the application
of a different discount rate. Nor does the Attorney General present any expert opinion or analysis
that would support the application of a different discount rate. Rather, the AG Position Statement
contains a rudimentary analysis of the general application of discount rates and suggests —
without any support or specific analysis — that it might be appropriate to apply a lower discount
rate than the WACC. In the absence of an evidentiary basis, whether through facts or expert
opinion presented through witnesses, the AG Position Statement cannot support the application
of a different discount rate.® The Attorney General’s unsupported assertions about the potential

impact of a different discount rate are not evidence at all — much less substantial evidence that

7 Additionally, the Attorney General’s suggestion that the Division must have “certainty” that the proposed bill
credits will provide at least the full value of the Hold Harmless Commitment to customers is devoid of any legal
basis. There is no evidentiary standard in proceedings before the Division that requires “certainty.” Rather, the
evidentiary standard is that there be “substantial evidence” that supports a decision — and the evidence that the
Company has submitted in support of applying the WACC satisfies that standard.

8 See Interstate Navigation Co. v. Division of Public Utilities and Carriers, Nos. C.A. 98-4804, C.A. 98-4766, 1999
WL 813603, *2 (R.I. Super. Ct. Aug. 31, 1999) (“Court’s review is limited to determining whether substantial
evidence exists to support the Division’s decision.”).



could support a Division decision applying a different discount rate. Accordingly, the Division
should reject the Attorney General’s assertion that it should consider using a different discount
rate and accept the Company’s undisputed evidence — as supported by the Advocacy Section —
that the application of the WACC is appropriate.

I11.  The WACC is the Rate that Should Apply When Calculating the Value of the
Hold Harmless Commitment because of the Nature of those Calculations

The calculation of the value of the Hold Harmless Commitment requires a determination
of the difference between what the Company’s revenue requirement would have been if: (a) the
Company had remained under National Grid USA ownership and there had been no elimination
of ADIT and corresponding increase to rate base, and (b) the revenue requirement that would
result from the elimination of ADIT as a result of the Acquisition. The Attorney General’s
suggestion of using a discount rate other than the WACC reflects a misunderstanding of the how
the discount rate factors into these calculations.

To perform these calculations, the Company had to calculate future revenue requirements
on future rate base. Those calculations require the use of a rate for the cost of capital. The
Company appropriately used the WACC to perform those calculations because that is the rate
that applies to the Company’s calculation of revenue requirements. The value of the Hold
Harmless Commitment over the course of 37 years, therefore, has the WACC built into its
calculation.®

Stated otherwise, the value of the Hold Harmless Commitment to customers is equal to
the difference in cost to pay for the assets in rate base as result of the elimination of ADIT. The

Company used the WACC to calculate the values in the Hold Harmless Implementation

% See Rhode Island Energy Calculations of Net Present Value, Tab “Page 7 — Inputs and Notes” at Note 7; see also
Rhode Island Energy Calculations of Net Present Value, Tab Pages 2-6.



Agreement because the cost to pay for the assets is appropriately based on the cost of capital.
Accordingly, when discounting to net present value, the appropriate discount rate is the same rate
that was used to inflate the future values — the WACC. If, instead, the Company was to use a
lower discount rate than the rate used to create the nominal value, then it would create an unfair
imbalance through which the Company gives credits of greater value than the difference between
the calculated revenue requirements.

By way of example, it would be as if the Company purchased a $1 million asset that,
applying a ten percent cost of capital, would be recovered through rates over the course of five
years in the total amount of $1,610,510. Then, instead of setting rates using that ten percent cost
of capital, the Company instead applied only a five percent cost of capital, resulting in recovery
through rates of only $1,276,281.56 — an under-recovery of $334,228.44. Thus, it would be
inequitable to use a discount rate that differs from the rate used to calculate the value of the
revenue requirements representing future cash flows and the determination of the Hold Harmless
Commitment value. If the Company used a lower rate (such as the customer deposit rate) as a
discount rate, it would only be equitable if it used that same rate to calculate the revenue
requirements. In that circumstance, the discounting would result in the same net present value as
resulted from the Company’s calculations using the WACC. Therefore, the Attorney General’s
suppositions about the impact of the lower discount rate are misplaced and incorrect.

IV.  Conclusion

For the reasons set forth in this response, the Division should reject the Attorney

General’s suggestion that the Division consider using a different discount rate in the calculation

of bill credits to be supplied to satisfy the Hold Harmless Commitment.



Date: August 20, 2025

Respectfully submitted,

THE NARRAGANSETT ELECTRIC
COMPANY D/B/ARHODE ISLAND
ENERGY

By Its Attorneys,

/s/ Celia B. O’Brien

Celia B. O’Brien (#4484)
Rhode Island Energy

280 Melrose Street

Providence, Rhode Island 02907
Tel.: (401) 578-2700
cobrien@pplweb.com

/s/ Adam M. Ramos

Adam M. Ramos (#7591)
Hinckley, Allen & Snyder LLP
100 Westminster St., #1500
Providence, RI 02903

Tel.: (401) 457-5164
aramos@hinckleyallen.com




CERTIFICATE OF SERVICE

A PDF version of this Response was served electronically on the service list of this
Docket on August 20, 2025. | further certify that the original and a copy of this Position
Statement will also be hand-delivered to the Division of Public Utilities and Carriers.

/s/ Adam M. Ramos




	2025-08-20 Letter to E. Golde enclosing Response to AG's Position Statement
	2025-08-20 Docket No. D-21-09 - Response to RIAG's Position Statement re Hold Harmless Petition



