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

November 17, 2025

VIA ELECTRONIC MAIL and HAND DELIVERY

Stephanie De La Rosa, Commission Clerk
Rhode Island Public Utilities Commission
89 Jefferson Boulevard

Warwick, Rl 02888

RE: Docket No. 25-28-EL — Public Utilities Commission’s Request for Comment on
Options for Mitigating Winter Price Volatility for the Winter of 2025 — 2026
Pre-Filed Direct Testimony and Position Memorandum

Dear Ms. De La Rosa:

On behalf of The Narragansett Electric Company d/b/a Rhode Island Energy (the
“Company”), enclosed please find the following being filed in the above-referenced docket:

e the Company’s pre-filed direct testimony of Drew T. McCombs; and,
e the Company’s position memorandum.
Thank you for your attention to this filing. If you have any questions concerning this
matter, please do not hesitate to contact me at 401-457-5164.

Very truly yours,

e fare

Adam M. Ramos, Esq.
AMR:sms

Enclosures

cc: Docket No. 25-33-GE Service List
Andrew Marcaccio, Esq.
Kat McCorkle, Esqg.
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Introduction and Qualifications

Please state your full name and business address.
My name is Drew T. McCombs, and my business address is 2701 Eastpoint Parkway,

Louisville, Kentucky 40223.

By whom are you employed and in what capacity?

I am Director of Regulatory Accounting for PPL Services Corporation (“PPL Services”)
which is a subsidiary of PPL Corporation (“PPL”). PPL Services provides services to The
Narragansett Electric Company d/b/a Rhode Island Energy (the “Company’) and other

subsidiaries of PPL.

Please describe your educational background and professional experience.

In 2011, | graduated from the University of Kentucky, Summa Cum Laude, with a
Bachelor of Science in Accounting and a Bachelor of Business Administration in
Finance. In 2012, | became a Certified Public Accountant. From 2011-2016, | was an
Assurance Staff/Senior at Ernst &Young LLP. In 2016, I joined Louisville Gas and
Electric Company (“LG&E”) and Kentucky Utilities Company (“KU”) Services
Company as a Manager of Financial Reporting. In 2022, | became Director of Utility
Accounting. In 2024, 1 assumed my current position as Director of Regulatory

Accounting for PPL Services Corporation.
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Have you previously testified before the Rhode Island Public Utilities Commission
(the “PUC™)?

No, I have not testified before the PUC. I recently submitted Pre-Filed Direct Testimony
with the Kentucky Public Service Commission in the LG&E and KU rate cases, Case No.

2025-00113 (KU) and Case No. 2025-00114 (LG&E).

Purpose

What is the purpose of your testimony?

The purpose of my testimony is to explain the accounting standards governing regulatory
assets to which the Company must adhere if it were to implement the hypothetical
mechanisms described in Data Requests PUC 4-1 and PUC 5-1 that were issued by the

PUC in this docket.

Accounting for PUC 4-1

Does the PUC ordering the recognition of a regulatory asset permit the Company to

recognize a regulatory asset in its accounting records?

No, although, as dicussed below, it can be a factor. The Company must adhere to the
guidance within the Financial Accounting Standards Board’s (“FASB”) Accounting
Standards Codification (“ASC”) Topic 980 — Regulated Operations (“ASC 980”) in

contemplation of recording a regulatory asset.
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What are the requirements to record a regulatory asset in accordance with ASC 9807?
Per ASC 980-34-25-1, an entity shall capitalize an incurred cost (cost arising from cash
paid out or obligation for an acquired asset or service) that would otherwise be charged to
expense in the event that 1) it is probable that future revenue in an amount at least equal

to the capitalized cost will result from inclusion of that cost in allowable costs for
ratemaking purposes and 2) the future revenue will be provided to permit recovery of the

previously incurred cost rather than to provide for expected levels of similar future costs.

ASC 980 permits the recovery of allowable costs (actual or estimated costs for which
revenue is intended to provide recovery) through the recognition of revenue (and
offsetting regulatory assets) related to the implementation of alternative revenue
programs. Examples of alternative revenue programs include rate treatment to adjust
billings for the effects of weather abnormalities or broad external factors. Other
alternative revenue programs may permit additional billings if the utility achieves certain
objectives or reaching specified milestones. Additional revenue (and an offsetting
regulatory asset) may be recognized when 1) the program is established by an order from
the utility’s regulatory commission that allows for automatic adjustment of future rates;
2) the amount of additional revenues is determinable and probable of recovery and; 3) the
additional revenues will be collected within 24 months following the end of the annual

period in which they were recognized.
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Does the hypothetical mechanism outlined in Data Request PUC 4-1 of this docket
permit the recognition of a regulatory asset?

No. The reduction of revenue due to bill credits is not an incurred cost and therefore not
eligible to be recorded as a regulatory asset. Additionally, the hypothetical alternative
would not be eligible for treatment as an alternative revenue program (recovery of
allowable costs) due to the fact that the recovery period of the hypothetical bill credits
would be for a period of ten years, which is far in excess of the 24 month maximum

recovery period requirement under ASC 980 as discussed above.

What is the financial impact of the hypothetical alternative outlined in Data Request
PUC 4-1?

As a result of the Company’s inability to record these bill credits as a regulatory asset, the
Company would be required to immediately recognize the bill credits as a reduction in
revenue in the period the credits are reflected on customer bills. This would result in a
significant negative impact to the Company’s earnings in 2026 due to the lag between
credit issuance (January 2026 through March 2026) and credit recovery (April 2026

through March 2036).
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Accounting for PUC 5-1

Does the hypothetical alternative outlined in Data Request PUC 5-1 of this docket
permit the recognition of a regulatory asset?

Yes. The reduction of revenue is not an incurred cost, but given the fact that the bill
credits are 1) established by the regulatory commission, 2) probable of recovery in a
future period, and 3) will be collected within the proposed nine months (meets the 24
month maximum recovery period requirement under ASC 980), the program would
qualify as an alternative revenue program. This would permit the Company to record the

associated revenue and regulatory asset at the time the credits are issued.

What is the financial impact of the hypothetical alternative outlined in Data Request
PUC 5-1?
This alternative would not have a significant impact on the Company’s 2026 financial

statements.

Conclusion
Does this conlcude your tesitmony?

Yes.
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THE NARRAGANSETT ELECTRIC COMPANY d/b/a
RHODE ISLAND ENERGY POSITION MEMORANDUM

The Narragansett Electric Company d/b/a Rhode Island Energy (the “Company”)
appreciates this opportunity to provide a position memorandum regarding potential mechanisms
to provide rate relief to residential electric customers during the months of January, February,
and March 2026. In addition to this position memorandum, the Company is submitting the Pre-
Filed Direct Testimony of Company Witness Drew T. McCombs, Director of Regulatory
Accounting for PPL Services Corporation. PPL Services Corporation is a subsidiary of PPL
Corporation (“PPL”) that provides engineering, financial, administrative, and other technical
support to the subsidiary companies of PPL, including the Company. The purpose of Company
Witness McCombs’ testimony is to explain the accounting standards governing regulatory assets
to which the Company must adhere if it were to implement the hypothetical mechanisms
described in Data Requests PUC 4-1 and PUC 5-1 that were issued by the Public Utilities
Commission (“PUC”) in this docket.

General Position

In its comments, dated August 8, 2025, the Company’s position was that the anticipated
Hold Harmless credits' and Regional Greenhouse Gas Initiative (“RGGI”) credits would
alleviate the need for other rate mitigation measures this winter. Now that the Hold Harmless
credits will not be available this winter, the Company supports implementation of another rate
relief mechanism for electric residential customers during the months of January, February, and

! Contemporaneous with this submission, the Company withdrew its tariff advice filing in Docket No. 25-33-GE, in
which it had proposed to provide all customer accounts with miscellaneous bill credits in January, February, and
March of 2026 and 2027 in satisfaction of the Hold Harmless Commitment, which is PPL Corporation and PPL
Rhode Island Holdings, LLC’s (collectively, “PPL”) obligation imposed by the Division of Public Utilities and
Carriers (the “Division”) to “hold harmless Rhode Island customers from any changes to Accumulated Deferred
Income Taxes (*‘ADIT”) as a result of” PPL’s acquisition of 100 percent of the outstanding common stock of the
Company, which closed on May 25, 2022 (the “Acquisition”). As a result of that withdrawal, the Company no
longer is proposing to provide the Hold Harmless credits contemplated in its August 8, 2025 comments.

Prepared by or under the supervision of: Stephanie A. Briggs as to the Company’s positions on
the proposed bill relief mechanisms and Michael Sullivan as to the billing system
implementation of the proposed bill relief mechanisms



THE NARRAGANSETT ELECTRIC COMPANY

d/b/a RHODE ISLAND ENERGY

RIPUC DOCKET NO. 25-28-EL

IN RE: OPTIONS FOR MITIGATING WINTER

PRICE VOLATILITY FOR THE WINTER OF 2025-2026
POSITION MEMORANDUM

PAGE 2 OF 3

March 2026. For the reasons stated in Company Witness McCombs’ Pre-Filed Direct Testimony,
the Company opposes the hypothetical mechanism outlined in Data Request PUC 4-1. Subject to
concerns related to the use of the transmission-related liability associated with the Hold
Harmless Commitment, as explained below, the Company is amenable to the hypothetical
mechanism outlined in Data Request PUC 5-1 or, as an alternative to miscellaneous bill credits,
suspension or reduction of the Storm Fund Replenishment Factor (“SFRF”) and energy
efficiency surcharge during January, February, and March 2026.

Data Request PUC 5-1

As indicated above, and subject to the concerns related to the use of the transmission-
related liability associated with the Hold Harmless Commitment, as explained below, the
Company is amenable to the hypothetical mechanism outlined in Data Request PUC 5-1. From a
billing perspective, the Company needs sufficient time to implement the miscellaneous bill
credits for electric residential customers. Therefore, for credits to start January 1, 2026, the
Company respectfully requests a ruling from the PUC by December 1, 2025, as to whether it will
be implementing miscellaneous bill credits as the mechanism for providing relief. In the event
that additional time is necessary to determine the amount of miscellaneous bill credits, the
Company requests that the amount be determined no later than December 19, 2025.

Suspension or Reduction of the SFRF

As an alternative to issuing the miscellaneous bill credits outlined in Data Request PUC
5-1, the Company is amenable to suspending or reducing the SFRF for the months of January,
February, and March 2026. From a billing perspective, this option will be less complex to
implement than issuing miscellaneous bill credits. This option also will provide relief for all rate
classes, not just residential customers.

Reduction of Enerqy Efficiency Surcharge

As an alternative to issuing the miscellaneous bill credits outlined in Data Request PUC
5-1, and in combination with the suspending or reducing the SFRF, the Company is amenable to
reducing the energy efficiency surcharge for the months of January, February, and March 2026.
Potential avenues to do this are being explored through the proceedings for the 2026 Annual
Energy Efficiency Plan, Docket No. 25-37-EE. Similar to the suspension or reduction of the
SFREF, this option would provide relief for all rate classes, not just residential customers.

Prepared by or under the supervision of: Stephanie A. Briggs as to the Company’s positions on
the proposed bill relief mechanisms and Michael Sullivan as to the billing system
implementation of the proposed bill relief mechanisms
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Transmission-Related Liability

Although the Company would be amenable to utilizing the transmission-related liability,
as referenced in the Company’s response to Data Request PUC 1-27 in Docket No. 25-33-GE,
for purposes of establishing a miscellaneous bill credit for electric residential customers, the
Company does not have unilateral authority to determine whether applying funds in that manner
would satisfy the transmission-related Hold Harmless Commitment for the time periods covered
by that liability amount. The Company would need confirmation from the Division that
discharging that liability in the manner described in PUC 5-1 would satisfy that portion of the
Hold Harmless Commitment.

Conclusion

The Company is appreciative of the PUC’s, Division’s and all parties’ efforts to find a
way to provide customers with meaningful relief this winter. The Company looks forward to
continuing to actively engage in this docket to provide customers with that relief.

Prepared by or under the supervision of: Stephanie A. Briggs as to the Company’s positions on
the proposed bill relief mechanisms and Michael Sullivan as to the billing system
implementation of the proposed bill relief mechanisms
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