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October 31, 2014
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Luly E. Massaro, Commission Clerk
Rhode Island Public Utilities Commission
89 Jefferson Boulevard

Warwick, Rl 02888

RE:  Docket 4523 — Tariff Advice Filingto Amend RIPUC NG-GAS 101
Compliance Filing

Dear Ms. Massaro:
On behalf of National Grid", | am enclosing the following final tariff:
e RIPUC NG-GAS No. 101, Seventh Revision

This tariff reflects an effective date of November 1, 2014 in accordance with the Public Utilities
Commission’ s bench decision approving this tariff at the October 23, 2014 public hearing. Except for the
removal of the headers, the tariff is otherwise the same, as the redlined and clean tariffs, that the Company
filed with the PUC on September 8, 2014.

Thank you for your attention to this transmittal. If you have any questions, please feel freeto
contact me at (401) 784-7288.

Very truly yours,
\x(}. F‘\,J\r:ﬁ:-;\ \\k\ e

Jennifer Brooks Hutchinson
Enclosure
cc: Docket 4523 Service List

Leo Wald, Esg.
Steve Scialabba

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

280 Melrose Street, Providence, Rl 02907
T:401-784-7288 ™ jennifer.hutchinson@nationalgrid.com ™  www.nationalgrid.com
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2.0

GENERAL TERMSAND CONDITIONS
APPLICABILITY:

The following terms and conditions shall apply to and be a part of each Rate Classification
now or hereafter in effect except as they may be expressly modified or superseded by Rhode
Island Public Utilities Commission order.

RATESAND TARIFES:

The Company furnishes natural gas service under rates and/or specia contracts (Schedule of
Rates) promulgated in accordance with the provisions of the Rhode Island General Laws and
the regulations of the Rhode Island Public Utilities Commission (“PUC”) and the Rhode
Island Division of Public Utilities and Carriers (“Division”), al as may bein effect from time
to time. Such Schedule of Rates, which includes these Terms and Conditions, is available for
public inspection during normal business hours at the administrative offices of the Company
and at the offices of the PUC and the Division or on the Company’ s website.

The Schedule of Rates may be revised, amended, supplemented or supplanted in whole or in
part from time to time according to the procedures provided in the General Laws and the
PUC regulations. When effective, all such revisions, amendments, supplements or
replacements will appropriately supersede the present Schedule of Rates. In case of conflict
between these Terms and Conditions and any orders or regulations of the PUC or the
Division, said orders or regulations shall govern.

The provisions of these Terms and Conditions apply on a non-discriminatory and non-
preferential basisto all persons, partnerships, corporations or others (hereinafter customers or
the customer) who obtain natural gas distribution service from the Company pursuant to the
Schedule of Rates.

No representative of the Company has the authority to modify orally any provision or rate
contained in the Schedule of Rates or to bind the Company to any promise or representation
contrary thereto. Any such modification to the Schedule of Rates or these Terms and
Conditions shall be in writing and made in accordance with the provisions of the General
Laws and pursuant to regulations of the PUC and Division.

The Company will advise all new residential customers asto the least expensive rate
available for the service based on the information in our records. Non-residential customers
will be advised of the applicable rate based on areview of the available information in our
existing records or as aresult of afield inspection by the Company when the customer
provides information which isinconsistent with Company records. The Customer is
responsible for accurately describing its gas burning equipment and updating the Company as
changes occur.

Issued: September 8, 2014 Effective: November 1, 2014
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GENERAL TERMSAND CONDITIONS

A Customer is entitled to change its customer account from one rate classification to another
upon written application to the Company; provided, however that the customer account’ s use
complies with the conditions specified in the requested rate classification. Once an election
to change rate classifications has been made by the Customer, the customer account must
remain on that rate for a period of not less than twelve months. In cases where the Customer
requests arate reclassification, no rebate will be granted for service rendered during the
period the customer account was served under the previous rate classification, except in
instances where the previous rate classification was due to an error by the Company.

OBTAINING SERVICE FROM THE COMPANY::

The Company shall furnish service to applicants under the filed rates and in accordance with
these Terms and Conditions and the rules and regulations of the PUC and Division. The
furnishing of service and acceptance by the customer constitutes a contract under these
provisions. The Company may require at least one person on behalf of all parties who will
receive service to sign an application or contract. Application for gas service within the
territory served by the Company will be received through any duly authorized representative
of the Company.

The Company may accept oral or written application for residential service. Residential
service may commence upon receipt by the Company of oral application, except that the
Company reservesthe right to require residential customers to show identification and proof
of residency before commencing service. If residential service is commenced upon the
receipt of oral application, then all residents at that address who have attained the age of
majority may choose to execute a written application, thereby becoming parties to the
contract. Non-residential service may commence upon ora application for an interim period
pending the receipt of a duly executed written application and security deposit.

The Company reserves the right to refuse service, at any location, to an individual who is
indebted to the Company for any service not in dispute before the Division, furnished to such
individual at any location, or to such applicant or customer under another name. The
Company will commence service if areasonable payment plan for said indebtedness made in
accordance with PUC and Division regulations is agreed to by the Customer and the
Company. The Company reserves the right to refuse service to any non-residential applicant
who has not paid a deposit as required by the Company.

A Customer shall be and remains the customer of record and shall be liable for service taken
until such time as the Customer requests termination of service and afinal meter reading is
recorded by the Company. The bill rendered by the Company based on such final meter
reading shall be payable upon receipt. Such meter reading and final bill shall not be unduly
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delayed by the Company. In the event that the Customer of record fails to give notice of
termination of service to the Company or fails to provide access to the meter, the customer of
record shall continue to be liable for service taken until the Company either disconnects the
meter or a new party becomes a customer of the Company by taking service at such service
location. Failure to make application for service shall not relieve a party from the obligation
to apply and/or pay for service previously used.

The Company shall undertake to furnish service to the Customer for use only for his’her own
purposes and only on the premises occupied through ownership or lease by the Customer,
except as provided below. In cases where the Customer is a condominium association or the
owner or manager of acommercial or residential rental property with over six (6) units, the
Customer may allocate the Company charges for gas service to other gas users on the
premises through any reasonable means, including properly installed submetering. In such
situations where the Customer is allocating the Company charges for service to others, the
burden is on the Customer, when requested by the Company, to demonstrate that the
allocated charges are no greater than the Customer’ s bill from the Company. When
alocating such charges, the Customer may separately include reasonable administrative fees.
Natural gas sold by the Company to authorized natural gas vehicle filling stations may be re-
metered or submetered by the Customer for resale to another or others.

On an annual basis the Company may notify all customersthat if they are the owners of
property and their tenants move out, the owner must provide written notification in advance
that he/she wants gas left on at that premises in his’/her name. If the Company does not
receive advance written notice, the service may be terminated, and the Company will not be
liable for any damages to the premises resulting from the termination of gas service.

BILLING TERMINATION (* Soft-Off”):

The Company and the Division have agreed to participate in a one-year pilot program (the
“Pilot™) with respect to the Company’ s Soft-Off” termination policy, pursuant to a
Settlement Agreement between the Company and the Division, as approved by the PUC on
May 4, 2012. During the Pilot, where a customer has requested termination of service and an
estimated or actual final meter reading is recorded, and the account is not subject to a shut-
off order or request, the Company may choose to utilize a* Soft-Off” termination.

In the event of atermination of an account for which there is no unbilled consumption, a
landlord may initiate an application for service in the landlord’ s name at that premises by
either oral or written request in accordance with Section 1, Schedule A, Paragraph 3.0 of this
tariff; provided however, that in the event of atermination of an account for which thereis
any unbilled consumption, alandlord may initiate an application for service in the landlord’'s
name only upon providing the Company with a signed authorization. In addition, where the
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landlord has previously provided the Company a signed agreement, the Company may record
the landlord as the customer of record for that account without further authorization.

When gas consumption at a premises where a Soft Off termination has been implemented
exceeds 13 ccf in amonth the Company will send a notification to the premises indicating
that service will be terminated pursuant to the PUC’ s and Division’s rules and regulations
governing the termination of serviceif an account is not established.

Once metered gas consumption at that premises exceeds an aggregate of 35 ccf or the
account is still in a* Soft-Off” status for a consecutive period of 90 days, whichever occurs
first, the Company will commence atermination action for the account, provided however
that where such atermination action would affect the statutory and/or termination rights of
other gas customers at that location, service will be terminated at the Soft Off premises as
soon as the Company is able to accomplish the termination so as not to conflict with the
rights provided under the PUC’ s and Division’ s rules and regulations governing the
termination of service for the other customers.

SECURITY DEPOSITS:

Security deposits, letters of credit or bonds may be required and taken in accordance with
rules and procedures promulgated by the PUC or other body having authority to regulate the
Company. The Company reserves the right to refuse service to an applicant who has not paid
adeposit as required by the Company. The rate of interest paid on deposits shall be adjusted
annually on March |. The interest rate in effect in any year shall be based on the average rate
over the prior calendar year for 10-year constant maturity Treasury Bonds as reported by the
Federal Reserve Board.

SERVICE SUPPLIED:

The Company shall take reasonable care in providing regular and uninterrupted service to its
firm customers, but whenever the Company deems that the situation warrants any
interruption or limitation in the service to be rendered, such interruption or limitation shall
not constitute a breach of the contract, and shall not render the Company liable for any
damages suffered thereby by any person, or excuse the customer from further fulfillment of
the contract.

The Company may refuse to supply service to loads of unusual characteristics which, inits
sole judgment, might adversely affect the quality of service supplied to other customers, the
public safety or the safety of the Company’s personnel. In lieu of such refusal, the Company
may require a customer to install any necessary regulating and protective equipment in
accordance with the requirements and specifications of the Company.

Issued: September 8, 2014 Effective: November 1, 2014
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Whenever the estimated expenditures necessary to supply gas to a customer(s) or to resume
service to a customer following relocation of Company equipment for reasons other than the
needs of the Company shall be of such an amount that the income to be derived from gas
service at the applicable rates will, in the opinion of the Company, be insufficient to warrant
such expenditure, the Company will require the customer(s) to pay a Contribution in Aid of
Construction (CIAC) for meter relocation or for main and service extension. The level of the
CIAC will be based on an economic analysis looking at appropriate impacts associated with
the capital expenditures. A detailed written cost estimate will be provided to the Customer
upon request.

The Company shall make application in a reasonable time for any necessary locations or
other street permits required by public bodies for its pipes, mains and other apparatus, and
shall not be required to supply service until areasonable time after such approvals are
obtained. The applicant for service shall obtain al other permits, certificates, licenses,
easements and the like necessary to give the Company access to the applicant’ s equipment
and to enable its pipes to be connected thereto.

The Customer shall notify the Company in writing before making any significant changein
the Customer’ s gas equipment which would affect the capacity or other characteristics of the
Company’ s facilities required to serve the Customer. The Customer shall be liable for any
damage to the Company’ s property caused by Customer’ s additional or changed installation
if made without prior notification to the Company.

All piping, equipment and apparatus on the premises of the Customer, excepting meters,
underground service pipe, and governors, shall be furnished and put in place by the
Customer, and shall conform to the requirements and regulations of the Company, and the
Company shall not be required to supply gas unless such piping, equipment and apparatus at
all times conform to the requirements and regulations of the State, City, and Town
ordinances and laws and policies of the Company. The Company shall be under no
obligation to make any inspection to ascertain whether the foregoing condition has been
conformed with and shall be under no liability for any damages occasioned by any defect in
such piping, equipment or apparatus or other property on the premises.

If temporary serviceis rendered, the customer shall pay the cost of service under the rate plus
the cost of installing and removing all equipment and connections.

INSTALLATION OF METERS:

The Company will furnish, install, connect and maintain such meter(s) as are necessary for
metering gas service for Company billing purposes.

Issued: September 8, 2014 Effective: November 1, 2014
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All gas service to be provided under a single service classification to a customer in abuilding
will be rendered through a single meter except in the instances described in (1) and (2)
below:

Q) The Company may elect to install more than one meter for gas service provided under
asingle service classification:

i. when the use of more than one meter is necessary to provide safe gas service;
ii. when the use of more than one meter is required by a municipa ordinance;
iii. when one meter cannot correctly measure the total gas service rendered;

V. when the characteristics of gas service of the customer are such that at the
time the service line was installed there was no single meter commercially
available to measure the gas service correctly;

V. when more than one meter is required in order to render proper and reliable
gas service without interruption;

Vi. in other comparabl e circumstances where service cannot practically be
rendered through a single meter.

Pursuant to (i) through (vi), when more than one meter isinstalled to measure the gas
service of asingle customer at a premises or building under asingle service
classification under the above listed circumstances, the registrations of the meters will
be combined under one customer account and the bill computed asif all service had
been rendered through a single meter.

(2 At the Customer’ s written request and at the Customer’ s expense, the Company will
install more than one meter for abuilding or premises under a single service
classification, in which case the quantity of gas supplied through each meter will be
measured separately and the bills for each computed separately under the appropriate
service classification(s).

Gas service provided to commercial and industrial customers for use by emergency
back-up natural gas generators of more than 12 kW shall be separately metered
subject to the Company’ s technical determination that more than one meter is
required to correctly measure the total gas service rendered. Should the Company
determine that this service be separately metered, the Company will issue a separate
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bill pursuant to arate schedule applicable for the usage on the separate meter.
Otherwise, if so determined by the Company to be technically feasible, the Company
shall allow gas usage for emergency back-up natural gas generators to be measured
by the Customer’ s existing meter.

(B)  For residential gas services provided pursuant to prior tariff provisions that required
that gas service for use by emergency back-up natural gas generators be separately
metered and billed, when both meters are served under asingle residential service
classification, the registrations of the meters will be combined under one customer
account and the bill computed asif all service had been rendered through asingle
meter. Should aresidential customer request the removal of one of the meters, the
Customer shall bear the cost of removing the meter and the cost of piping through the
remaining meter. If the Company, at its sole discretion, decides to remove the
additional meter, the Company will bear the cost of the removal of the meter and any
piping cost.

BILLING AND READING OF METERS:

Bills are calculated and rendered on the basis of a customer account which shall have a
unique identification number established for the billing of service provided through an
individual meter, except for multiple metered customer accounts established pursuant to
section (1) of Item 6.0 above, or aggregation pools established pursuant to the Company’s
Transportation Terms and Conditions, Section 6, Schedule C of the tariff. A single Customer
may have more than one customer account.

All bills are due within 25 days from the date of the bill. A late payment charge shall accrue
on non-residential bills after 25 days in accordance with regulations of the PUC and
Division.

Whenever a check or draft presented for payment of serviceis not accepted by the institution
on which it iswritten, areturned check charge of $15 applies, per check or draft written.
Such returned check charge shall be waived for customers eligible for |ow-income assistance
programs.

The Customer shall be responsible for all charges for distribution and gas service furnished
by the Company under the applicable rates as filed from time to time with the PUC, from the
time service is commenced until it is terminated.

Annually in August the Company will review the gas consumption of each non-residential
firm customer account for the just ended September through August period to determine if
any customer account qualifies for adifferent rate class. If any such customer account does

Issued: September 8, 2014 Effective: November 1, 2014
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qualify for adifferent rate class based on this billing information, then commencing with the
September billing month that customer account will be billed under that new rate class.

Properly authorized representatives of the Company shall have the right to access the
Customer’ s premises at all reasonable times and intervals for the purpose of reading,
installing, examining, repairing, replacing or removing the Company’ s meters, meter reading
devices, pipes and other gas equipment and appliances, in accordance with the General Laws,
public regulations and Company policy in effect from time to time. The Customer shall be
responsible for providing accessibility to the above metering and equipment belonging to the
Company.

Readings taken by an automated meter reading device will be considered actual readings for
billing purposes.

The Company shall maintain the accuracy of al metering equipment installed pursuant
hereto by regular testing and calibration in comparison to recognized standards and in
accordance with PUC and Division regulations. A meter shall be deemed to be registering
correctly if it appears from examination or test that it does not vary more than two percent
(2%) from the standard approved by the Division.

In the event that the Company obtains inaccurate meter readings for any reason or in case any
meter shall for any reason fail to register the full amount of gas supplied or the maximum
demand of any customer account for any period of time, the amount of the bill of such
customer account shall be estimated by the Company from available data. Such estimated
bills shall be payable as rendered unless a customer disputes such estimate in accordance
with procedures established by the Division.

The Company will notify the Customer whenever it obtains information indicating that gasis
being diverted from the customer’ s service or that the meter has been tampered with. The
Customer will be held responsible to the Company for any leakage or other use of gas which
may occur beyond the point of the meter installation.

Unless otherwise determined by the Company, al residential premises shall be equipped with
ameter that employs Automatic Meter Reading (“AMR”) technology utilizing radio
frequency transmittersto allow the Company to obtain meter readings remotely. However,
residential customers may choose to “opt-out” by having their AMR meter replaced with a
non-AMR meter.

Customers who choose to opt-out will be charged an initial fee of $74.00 for the removal of
the existing AMR gas meter and the installation of the non-AMR gas meter.

Issued: September 8, 2014 Effective: November 1, 2014
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Customers who choose to opt-out will also be charged a monthly meter reading fee of $13.00
for the non-AMR gas meter. The meter reading fee is applicable to Customers who receive
gas and electric service, or receive gas-only service, from the Company. The Company, at its
option, may choose to read the non-AMR meter less frequently than once per month. In that
case, or if the Company is unable for any reason to read the meter on the regularly scheduled
monthly read date, the Company shall make a reasonabl e estimate of the consumption of gas
during those months when the meter is not read, based on available data, and such estimated
bills shall be payable as rendered.

A Customer will not be assessed the initial or monthly fee until after the Company has
installed the non-AMR gas meter.

Any opt-out Customer who subsequently wishesto have an AMR gas meter re-installed will
be charged a“re-installation fee” of $74.00. The re-installation fee will be charged for the
removal of the non-AMR gas meter and the installation of the AMR gas meter.

Any Customer electing re-installation will no longer be assessed the special monthly gas
meter reading fee after the AMR meter has been re-installed.

DISCONTINUANCE OF SERVICE:

Subject to the applicable regulations of the PUC and Division, the Company shall have the
right to discontinue gas service to the Customer and to remove or disconnect its meters and
piping for nonpayment of billsfor gas service. The customer shall be responsible for paying
the cost of reconnecting gas service if the service is disconnected for nonpayment of bills or a
$25 account restoration charge in the case of aturn-on after a shut-off for nonpayment of
bills. Such account restoration charge shall be waived for Customers eligible for low-income
assistance programs.

The Company reserves the right to disconnect its service at any time without notice or to
refuse to connect its serviceif to its knowledge and in its judgment the Customer’s
installation has become or is unsafe, defective or in violation of the Company’ s policies or
any ordinances, laws, codes or regulations.

In the event that any action by the Customer or others shall cause a condition in the premises
occupied by any customer whereby life or property is endangered, the Company may
discontinue service to said premises regardless of the number of occupants or tenants of said
premises.

Whenever the Company shall have proof that any customer is diverting and/or stealing
service, the Company may discontinue its service to such customer and remove the meter.

Issued: September 8, 2014 Effective: November 1, 2014
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COMPANY INSTALLATION AND PROPERTY:

All meters, services and other gas equipment owned by the Company shall be and will
remain the property of the Company and no one other than an employee or authorized agent
of the Company shall be permitted to remove, operate, or maintain, such property. The
Customer shall be responsible for all damage to, or loss of, such property unless occasioned
by circumstances beyond the Customer’s control. Such property shall beinstalled at points
most convenient for the Company’ s access and service and in conformance with public
regulations in force from time to time. The costs of relocating such property shall be borne
by the Customer when done at the Customer’ s request, or for his convenience, or if necessary
to remedy any violation of public law or regulation caused by the Customer.

The Company shall provide and maintain the necessary housing, fencing, barriers and
foundations for the protection of the equipment to be installed upon the customer’s premises.
Such space, housing, fencing, barriers and foundations shall be in conformity with applicable
laws and regulations and subject to the Company’ s specifications and approval.

SUPPLY OF GAS:

The Company shall make every reasonable effort to maintain an uninterrupted supply of gas
for al firm customers, but it shall not be liable for loss or damage caused by reason of any
interruption or reduction of the supply, or by reason of any abnormal pressure or quality of
the gas, whether as aresult of accident, labor difficulties, condition of fuel supply, the actions
of any public authority, failure to receive any gas for which in any manner it has contracted,
the implementation in accordance with good utility practice of an emergency load reduction
program by the Company or one with whom it has contracted for a supply of gas, or inability
for any other reason beyond the Company’s control to maintain normal pressure or quality,

or uninterrupted and continuous service.

Whenever the integrity of the Company’s system or the supply of gasis believed to be
threatened by conditions on its system or upon the systems with which it is directly or
indirectly interconnected, the Company may, in its sole judgment, curtail or interrupt gas
service or reduce pressure and such action shall not be construed to constitute a default nor
shall the Company be liable therefore in any respect. The Company will use reasonable
efforts under the circumstances to overcome the cause of such curtailment, interruption or
reduction and to resume full performance.

The Company shall be excused from performing under the Schedule of Rates and shall not be
liable in damages or otherwise if and to the extent that it shall be unable to do so or prevented
from doing so by statute or regulation or by action of any court or public authority having or
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purporting to have jurisdiction in the premises; or by loss, diminution or impairment of gas
supply from its suppliers or the systems of others with which it isinterconnected; or by
reason of storm, flood, fire, earthquake, explosion, civil disturbance, |abor dispute, act of
God or public enemy, failure of any supplier to perform, restraint by any court or regulatory
agency, or any other intervening cause, whether or not similar thereto; the Company shall use
reasonable efforts under the circumstances to overcome such cause and to resume full
performance.

The foregoing shall not alter the Company’s liability under applicable legal standards for
damages in the case of its negligent or intentionally wrongful conduct with respect to any act
or failureto act by the Company.

COMPANY LIABILITY:

The Company shall not be liable for any loss or damage resulting from the use of gas or the
presence of the Company’ s appliances and equipment on the customer’ s premises unless
such loss or damage results directly and solely from the Company’ s negligence.

The Company shall not, in any event except that of its own negligent acts or omissions, be
liable to any party for any direct, consequential, indirect or specia damages, whether arising
in tort, contract or otherwise, by reason of any services performed, or undertaken to be
performed, or actions taken by the Company, or its agents or employees, under the Schedule
of Rates or in accordance with or required by law, including, without limitation, termination
of the customer's service.

The customer assumes full responsibility for the proper use of gas furnished by the Company
and for the condition, suitability and safety of any and all equipment on the Customer’s
premises, or owned or controlled by the Customer which is not the Company’s property. The
Customer shall indemnify and save harmless the Company from and against any and all
claims, expenses, legal fees, losses, suits, awards or judgments for injuries to or deaths of
persons or damage of any kind, whether to property or otherwise, arising directly or
indirectly by reason of (1) the routine presence in or use of gas from pipes owned or
controlled by the Customer; or (2) the failure of the Customer to perform any of hisor her
duties and obligations as set forth in the Schedule of Rates where such failure creates safety
hazards; or (3) the Customer’s improper use of gas or gas appliances. Except as otherwise
provided by law, the Company shall be liable for damages claimed to have resulted from the
Company’ s conduct of its business only when the Company, its employees or agents have
acted in anegligent, or intentionally wrongful manner.
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Actual Base Revenue
Per Customer:

Actua Transportation
Quantity:

Aggregation Pool:

AGT Costs:

Average Normalized
Winter Day Usage:

Base Revenue:

BTU content factor:

Capacity Release
Revenues:

Capacity Exempt
Customer:

DEFINITIONS

The actual base revenue for arate class for amonth divided by the
actual number of customers billed for each rate class in the month.

The quantity of gas actually received during the Gas Day as measured
by the metering equipment at the Point(s) of Receipt, adjusted for the
applicable Company Fuel Allowance.

One or more transportation Customer accounts whose gas usage is
aggregated into a Marketer’ s account for operational purposes,
including but not limited to nominating, scheduling and balancing gas
deliveries to specified Point(s) of Receipt.

Advanced Gas Technology program costs as approved by the PUC.

A Customer’ s average normal winter day’ s usage, based on their
actual gas usage during the most recent November through March
period, adjusted for normal degree days, as approved in the most
recent rate case proceeding.

Base Revenue is the sum of the customer charge, variable distribution
charges and demand charges for firm service rate classes. Base
Revenueis net of Gross Earnings Tax (GET).

One British thermal unit, i.e., the amount of heat required to raise the
temperature of one pound of water one degree Fahrenheit at sixty
degrees (60°) Fahrenheit. A Therm is one hundred thousand Btus. The
BTU content factor for a given volume shall be calculated by the
Company on a seasonal basis at the end of October and the end of
April based upon an average of the Transporting Pipeline’ s prior six-
month experience of recorded BTU factors.

Revenues derived from the sale of capacity upstream of the city-gate.

Any Customer who is the customer of record at alocation having a
Capacity Exemption.
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Capacity Exemption:

Company Fuel
Allowance:

Consumption
Algorithm:

Critical Day:

Customer:

Daily Index:

DEFINITIONS

A location having Gas Usage that is not subject to a mandatory
pipeline capacity assignment from the Company. Customers are
capacity exempt if they (1) elected to retain their Capacity Exemption
at a specific location as part of the 1999 revisions to the Company’s
Business Choice program in Docket RIPUC 2902, (2) receive delivery
service on the Company’s Non-Firm Sales or Non-Firm Transportation
rate schedules, or (3) elected capacity exemption as a New Customer
in accordance with Section 6, Transportation Terms and Conditions,
Schedule C, Part 1.07.1.

The quantity in Therms (as calculated on a percentage basis) by which
the gross amount of gas received for Customer’ s account at the
Point(s) of Receipt isreduced in kind in order to compensate the
Company for gas loss and unaccounted for, Company use or similar
guantity-based adjustment.

A mathematical formula used to calculate a Customer’ s daily
consumption based on the Customer’s historical base load and heat use
per heating degree day factor.

Defined as any day where supply resource constraints are expected to
adversely impact the operation of the Company’ s distribution system.
A Critical Day may occur under conditions, such as severe cold
temperatures, pipeline emergencies, malfunctions or unusual, out-of -
season weather conditions.

Any party(s) that has obtained service from the Company pursuant to
the General Terms and Conditions or pursuant to the Transportation
Terms and Conditions.

The mid-point of the range of pricesfor the respective New England
Citygates as published by Gas Daily under the heading “Daily Price
Survey, Midpoint, Citygates, Algonquin citygates’ and “Daily Price
Survey, Midpoint, Citygates Tennessee/Zone 6 (delivered)” for the
relevant Gas Day listed under “Flow date(s).” In the event that the
Gas Daily index becomes unavailable, the Company shall apply its
daily marginal cost of gas as the basis for this calculation until such
time that PUC approves a suitable replacement.
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Deferred Balance:

Deferred Gas Cost
Balance:

Dekatherm (Dt):

Design Winter Sales
Sendout:

Division
Electronic Bulletin
Board (EBB):

EDI

Environmental Response
Costs:

Forecasted Daily
Usage (FDU):

DEFINITIONS

The difference between incurred costs and revenues received.

The difference between gas costs incurred and gas revenues received.

Ten Therms or one million Btu's (MMBLtu).

Sales sendout of Residential Non-Hesating, Residential Heating, Small
C&I, Medium C&I, Large Low and High Load C&1, and ExtraLarge
Low and High Load C& I during November through March based on
design winter temperatures.

The Rhode Island Division of Public Utilities and Carriers.

An internet web site which allows both the Company and Marketersto
electronically post nominations and other transportation-related
information.

Electronic Data Interchange, the system by which the Company and
Marketers initiate transactions and share information.

All reasonable and prudently incurred costs associated with evaluation,
remediation, clean-up, litigation, claims, judgments, insurance
recovery (net of proceeds), and settlements arising out of the
Company’ s utility-related ownership, operation, or use of: (1)
manufactured gas production and storage facilities and disposal sites
where wastes and materials from such facilities were deposited; (2)
mercury regulators; and (3) meter disposal. Also included are the
reasonable and prudently incurred costs for acquiring plant, property
and equipment to facilitate remediation and other appropriate
environmental management objectives in connection with the above
sites, properties, and activities. The Company will use its best efforts
to minimize Environmental Response Costs consistent with applicable
regulatory requirements and sound environmental management
policies and practices.

Customer’ s estimated daily consumption for the next gas day as
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Gas Day:

Gas Usage:

Hedge Collateral:

Hedge Collateral Carrying
Costs:

Imbalance:

Interest on Deferred
Balance:

DEFINITIONS

calculated by the Company based upon a forecast of heating degree
days and the consumption algorithm.

A period of twenty-four (24) consecutive hours beginning at 10:00 am
(EST) and ending at 10:00 am (EST) the next calendar day.

The actual quantity of gas used by the Customer as measured by the
Company’ s metering equipment at the Point of Delivery and converted
to Therms.

Funds the Company is required to put up as collateral on hedge
positions by an Exchange or counterparty, or fundsit receives from an
Exchange or counterparty as collateral.

For the month being calculated, carrying costs equal the total of the
following: (1) For each Exchange or counterparty holding the
Company’ s collateral, the monthly short term borrowing rate defined
as the Company’ s money pool rate, times the average hedge collateral
daily balance for the month divided by 12. Less (2) for each Exchange
or counterparty where the Company holds their collateral, the monthly
short term borrowing rate times the average hedge collateral daily
balance for the month divided by 12. Less (3) any interest paid to the
Company by the Exchange or counterparty on the collateral fundsit
holds.

The Company will recover carrying costs from customers or credit
customers for carrying costs through the Gas Adjustment. In the event
the Company chooses to meet its collateral obligations by posting a
letter of credit or other non-cash instrument, the carrying cost will be
the direct costs of the letter of credit or alternative non-cash
instrument.

The difference between the Actual Transportation Quantity and Gas

Usage.

Interest revenue/expense required to finance the deferred balance
based on the Bank of America Prime Rate less 200 basis points (2%)
asin effect from time to time.
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Inventory Finance
Charge:

Local Storage Costs:

Low Income Assistance

Programs:

Marginal Gas Cost:

Marketer:

Maximum Daily
Quantity:

Monthly Index:

Net Insurance Recoveries;

New Customer:

Non-Firm Customer:

DEFINITIONS

Finance charges associated with the storage of natural gas as
calculated using aworking capital calculation.

Costs associated with the investment, operations and maintenance of
natural gas storage downstream of the city-gate.

Programs for assisting low income customers with their energy bills
including, but not limited to, Low Income Heating Assistance
(LIHEAP) and Low Income Weatherization, asin effect from timeto
time.

The variable cost of the Company’s marginal source of supply for the
GasDay. Incremental Cost isasynonymous term.

An entity meeting the eligibility requirements of Section 6 Schedule C,
Item 5.03 that is designated in a Transportation Service Application by
the Customer to act on its behalf for nomination, notification,
scheduling, balancing and receipt of communications, and which has
executed a Marketer Aggregation Pool Service Agreement. A
Customer may designate itself as the Marketer provided that they have
an executed service agreement with the Transporting Pipeline or
provide proof of contract to purchase the gas at the Company’ s city
gate.

The maximum quantity of gas a customer is authorized to use during
the gas day.

The simple average of the Daily Indices for the applicable month.
Proceeds recovered from insurance providers and third parties for
Environmental Response Costs, less the cost of obtaining such

proceeds through claims, settlements, and litigation.

A Customer taking a supply of gas at a new Point of Delivery that has
not been previously served by the Company.

A customer who receives service under the Company’s Non-Firm rate
service.
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Non-Firm Transportation
Margin:

Off-System Sales
Margins:

Operationa Flow Order:

Peak Day Use:

Pipeline Costs:

Pipeline Shipper(s):

Point of Delivery:

Point(s) of Receipt:

PUC

DEFINITIONS

Margins derived from the transportation of natural gasto non-firm
customers downstream of the city gate.

Margins derived from the sale of natural gas upstream of the city-gate.

The Company’ sinstruction to Marketers and/or Customers to take
such action as conditions require, including, but not limited to,
diverting gas to or from the Company’ s distribution system pursuant to
Section 6, the Transportation Terms and Conditions, Schedule C, Item
1.04.2.

The estimated use of a customer on the forecasted Gas Day during
which the Company’ s system experiences the highest aggregate Gas
Usage. It is calculated by estimating the customer’s average use on a
day when heat is not required (the baseload use) and the average use
per degree day (the heating use) based on the customer’ s historical
usage history. In the event the customer’ s historical usageis
unavailable or not representative of expected future use, the Company
will evaluate the customer’ s gas equipment and its projected utilization
in order to calculate the customer’ s estimated use. The Peak Day Use
equals the basel oad use plus the product of the use per degree day
times the design degree day value as approved by the PUC.

Costs associated with the entitlement and transmission of natural gas
on the interstate pipeline system.

The party(s) from whom a Marketer has purchased gas to be delivered
to and transported by the Company.

A location at which the Company’ s distribution facilities are
interconnected with the Customer’ s facility.

Outlet side of the measuring station at the interconnection between the
Transporting Pipeline and the Company’ s distribution facilities where
gas will be received by the Company for transportation servicein its
service territory.

The Rhode Island Public Utilities Commission.
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Purchased Gas
Working Capital:

Refunds;

Scheduled Transportation
Quantity:

Service Quality Performance
Fund:

Soft-Off

Supplier Costs:

Target Revenue Per
Customer:

Therm:

Transportation
| mbal ance Revenues:

Transporting Pipeline:

Upstream Storage
Costs:

DEFINITIONS

The working capital required to finance the Company’ s purchased gas.

Refunds from pipeline, storage and suppliers.

The quantity of gas scheduled by the Marketer to be received by the
Company for Customer’s account during the Gas Day at the Point of
Receipt, including the applicable Company Fuel Allowance.

Deferred account containing accumulated Service Quality adjustments.

The termination of an account by the Company for billing purposes
where there is no new customer of record and the actual flow of gasto
the premisesis not disconnected.

Costs associated with the entitlement and purchase of natural gas.

For the period through January 31, 2013, the target revenue per
customer established in Docket 4206, thereafter atarget average
revenue per customer amount established in the most recent rate case.

An amount of gas having athermal content of 100,000 Btus.

Revenues associated with daily and monthly imbalances for
transportation customers, as included in the Company’s Terms and
Conditions of Firm Transportation.

The party(s) engaged in the business of rendering transportation
service of natural gasin interstate commerce subject to the jurisdiction
of the Federal Energy Regulatory Commission, which are transporting
gas for Marketer to a Point of Receipt of the Company.

Costs associated with the entitlement, injection, withdrawal and
storage of natural gas upstream of the city-gate.
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DEFINITIONS

Working Capital: The dollar amounts required to support the Company’ s activities prior
to the receipt of revenue.
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1.0

20

3.0

TAXESAND SURCHARGES

RHODE ISLAND GROSS EARNINGSTAX:

Unless otherwise indicated, all rates exclude an amount necessary for the payment of Rhode
Island Gross Earnings Tax. An amount necessary for the payment of Rhode Island Gross
Earnings Tax will be separately identified on bills rendered to customers.

GROSSEARNINGSTAX REDUCTION FOR MANUFACTURERS:

Consistent with the gross earnings tax exemption provided in Section 44-13-35 of Rhode
Island General Laws, eligible manufacturing customers will be billed the applicable Rhode
Island Gross Earnings Tax (“GET”). The Customer isresponsible for providing to the
Company in writing its tax exemption number and other appropriate documentation. If the
Company collected any taxes or assessments from the Customer and is later informed by the
Customer that the Customer is exempt from such taxes, it shall be the Customer’s
responsibility to obtain any refund from the appropriate governmental taxing agency.

Eligible manufacturing customers are those Customers who have on file with the Company a
valid certificate of exemption from the Rhode Island sales tax (under section 44-18-30 (7) of
Rhode Island General Laws) indicating the Customer’ s status as a manufacturer. If the
Division of Taxation (or other Rhode Island taxing authority with jurisdiction) disallows any
part or all of the exemption asit appliesto a Customer, the Customer will be required to
reimburse the Company in the amount of the credits provided to such Customer which were
disallowed, including any interest required to be paid by the Company to such authority.

The Division of Taxation has indicated that it will generally deem 95% of manufacturer’s
volumes to be for “manufacturing use” eligible for the reduced manufacturer’s Gross
Earnings Tax rate. Thus, unless usage is separately metered for manufacturing only, 95% of
billed amounts for qualified customers will be deemed to be for manufacturing purposes and
eligible for the manufacturer’s GET credit, whereas the remaining 5% of the billed amount
will be subject to the standard GET rate. If usage is separately metered for manufacturing
use only, the entire amount will be subject to the reduced manufacturing GET rate.

No other use of gaswill be included in this rate for billing purposes.

OTHER RHODE ISLAND TAXES:

Where applicable at rate or ratesin effect from time-to-time.
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4.0

TAXESAND SURCHARGES

ENERGY EFFICIENCY SURCHARGE:

As provided for in Section 39-1-27.7 and Section 39-2-1.2 of Rhode Island General Laws, a
charge per dekatherm (Dt) designed to recover the costs of the Company’ s gas Energy
Efficiency Program (“EEP”).

With the filing of the Company’s EEP plan for the upcoming calendar year, the Company
will fileits EEP per Dt charge on or before November 1 of each year, for effect the following
January 1. The EEP charge will be designed to collect the estimated costs of the Company’s
EEP plan for the upcoming calendar year plus afull reconciliation of al costs and revenues
for the current year including areconciliation of forecasted revenue and costs for months of
the current year for which actual datais not available at the time of thefiling. Any projected
amountsincluded in the EEP charge filing are subject to reconciliation to actual amounts and
any difference will be reflected in a future EEP charge filing. Upon approval by the PUC,
such a charge (adjusted for GET and the uncollectible percentage approved in the most recent
rate case proceeding) shall become effective with usage on or after the effective date.

The Company may file to change the EEP charge at any time should significant over- or
under-recoveries occur.
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GASCOST RECOVERY CLAUSE

10 GENERAL:

11

1.2

Purpose:

The purpose of this clause is to establish procedures that allow the Company, subject
to the jurisdiction of the PUC, to annually adjust its rates for firm sales and the
weighted average cost of upstream pipeline transportation capacity in order to recover
the costs of gas supplies, pipeline and storage capacity, production capacity and
storage, purchased gas working capital, and to credit supplier refunds, capacity credits
from off-system sales and revenues from capacity release transactions.

The Gas Cost Recovery Clause shall include all costs of firm gas, including, but not
limited to, commodity costs, demand charges, hedging and hedging related costs,
local production and storage costs and other gas supply expense incurred to procure
and transport supplies, transportation fees, inventory finance costs, requirements for
purchased gas working capital, all applicable credits, taxes, and deferred gas costs.
Any costs recovered through the application of the Gas Charge shall be identified and
explained fully in the annual filing.

Applicability:
The Gas Charge shall be calculated separately for the following rate groups:

(1) Residential Non-Heating, Low Income Residential Non-Heating, Large C&|
High Load Factor, Extra Large C&| High Load Factor;

(2) Residential Heating, Low Income Residential Heating, Small C& 1, Medium C&,
Large C&I Low Load Factor, and ExtraLarge C&| Low Load Factor; and

(3) FT-2 Firm Transportation — Marketers.

The Company will make annual Gas Charge filings based on forecasts of applicable
costs and volumes and annual Reconciliation filings based on actual costs and
volumes. The Gas Charge shall become effective with consumption on or after
November 1 as designated by the Company. In the event of any change subsequent to
the November effective date which would cause the estimate of the Deferred Gas
Cost Balance to differ from zero by an amount greater than five percent (5%) of the
Company’ s gas revenues, the Company may make a Gas Charge filing designed to
eliminate that non-zero balance.

Unless otherwise notified by the PUC, the Company shall submit the Gas Charge
filings no later than sixty (60) days before they are scheduled to take effect. The
Annual Reconciliation filing will be made by July 1 of each year containing actual

Issued: September 8, 2014 Effective: November 1, 2014



The Narragansett Electric Company Section 2
d/b/aNational Grid Gas Charge
RIPUC NG-GAS No. 101 Schedule A, Sheet 2

Seventh Revision

GASCOST RECOVERY CLAUSE

data for the twelve months ending March 31 of that year.

20 GASCHARGE FACTORS

21

2.2

Gas Charges to Sales Customer s;

The Gas Charge consists of two (2) components: (1) Fixed Costs and (2) Variable
Costs. These components shall be computed using a forecast of applicable costs and
volumes for each firm rate schedul e based on the following formula:

GCs = FCs+VCs
Where:

GCs Gas Charge applicable to High Load Factor sales rates (Residential Non-
Heating, Low Income Residential Non-Heating, Large and Extra Large High
Load C&I) and Low L oad Factor sales rates (Residential Heating, Low
Income Residential Heating, Small C& I, Medium C&I, Large and ExtraLarge
Low Load C&l).

FCs Fixed Cost Component for arate classification. See Item 3.1 for calculation.

VCs Variable Cost Component for arate classification. Seeltem 3.2 for
calculation.

This calculation will be adjusted for the uncollectible percentage approved in the

most recent rate case proceeding and the Gas Charges to Sales Customers are subject

to the Rhode Island Gross Earnings Tax provisionsin Section 1, Schedule C.

GasChargeto FT-2 Marketers:

The FT-2 Demand Rate (SDCy) recovers fixed costs associated with storage and
peaking resources including pipeline supplies designated by the Company for peaking
purposes. See item 3.3 for calculation.

The FT-2 Variable Charges for underground storage components consist of the
following:

SLF The Company’ s weighted average loss factor on storage withdrawals
across all storage contracts.
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WWCC The Company’ s weighted average commodity cost of storage
withdrawals under all storage contracts.

PLF The Company’ s weighted average loss factor on pipeline contracts
used to deliver storage withdrawals to the system.

PCC The Company’ s weighted average commodity cost on pipeline
contracts used to deliver storage withdrawals to the system and the
weighted average commodity cost of pipeline supplies designated by
the Company for peaking purposes.

This calculation will be adjusted for the uncollectible percentage approved in the
most recent rate case proceeding and the Gas Charges to Sales Customers are subject
to the Rhode Island Gross Earnings Tax provisionsin Section 1, Schedule C.

30 GASCHARGE CALCULATIONS

31

Supply Fixed Cost Component:

The Supply Fixed Cost Component shall include all fixed costs related to the
purchase, storage, or delivery of firm gas, including, but not limited to, pipeline and
supplier fixed reservation costs, demand charges, operation and maintenance costs for
storage facilities and other fixed gas supply expense incurred to transport or store
supplies, transportation fees, and requirements for purchased gas working capital.
Any costs recovered through the application of the Supply Fixed Cost Component
shall be identified and explained fully in the annual filing.

The Supply Fixed Cost Component is calculated for each applicable rate schedule as
follows:

FCs= DWSs* (TCFC -TRrc *WCrc +Rpc— (SDCM * MDQsu* 12))

Dtsg
Where:

FCs Supply Fixed Cost Component for High Load Factor rates (Residential
Non-Heating, Low Income Residential Non-Heating, Large High Load
C&1 and Extra-Large High Load C&1) and Low Load factor rates
(Residential Heating, Low Income Residential Heating, Small C&l,
Medium C&1, Large Low C& | and Extra Large Low Load C&).
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DWSs

TCrc

TRrc

WCrc

Rrc

SDCw

MDQswm

Dts

GASCOST RECOVERY CLAUSE

Percent of Design Winter Sales Sendout (November - March) for High
Load Factor rates (Residential Non-Heating, Low Income Residential
Non-Heating, Large High Load C& | and Extra-Large High Load C&1)
and Low Load factor rates (Residential Heating, Low Income
Residential Heating, Small C&1, Medium C&l, Large Low C&I and
ExtraLarge Low Load C&]).

Total Fixed Costs, including, but not limited to pipeline, storage, and
supplier reservation and supply related local production and storage
costs. The level of supply-related local production and storage costs
shall be as determined in the Company’s most recent rate case
proceeding.

Credits to Fixed Costs relating to supply services, including, but not
limited Marketer capacity rel ease revenues and the amount forecasted
to customers under the Natural Gas Portfolio Management Plan
(“NGPMP”) for the November to October period.

Working Capital requirements associated with Supply Fixed Costs.
See Item 5.0 for calculation.

Deferred Fixed Cost Account Balance as of October 31, asderived in
Item 6.0 less the amount guaranteed to customers under the NGPM P
and, following approval by the PUC, the net positive revenue from
optimization transactions reduced by the guaranteed amount and the
Company incentive under the Plan.

FT-2 Storage Demand Charge rate charged to Marketers based on their
Maximum Daily Quantity of storage gas. See Item 3.3 for calculation.

Storage Forecast of Maximum Daily Quantity to be billed to
Marketers.

Forecast of annual salesto Residential Non-Heating, Low Income
Residential Non-Heating, Residential Heating, Low Income
Residential Heating, Small C& I, Medium C&]I, Large Low and High
Load C&I, and ExtraLarge Low and High Load C&1.

3.2 Supply Variable Cost Component:

The Supply Variable Cost Component shall include all variable costs of firm gas,
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including, but not limited to, commodity costs, taxes on commodity and other gas
supply expense incurred to transport supplies, transportation fees, and requirements
for purchased gas working capital, storage commodity costs, taxes on storage
commodity and other gas storage expense incurred to transport supplies,
transportation fees, inventory commodity costs, and inventory financing costs. Any
costs recovered through the application of the Supply Variable Cost Component shall
be identified and explained fully in the annual filing.

The Supply Variable Cost Component is calculated for each applicable rate schedule

asfollows:
VC = TCvc- TRyc+WCyc + Ry + IF
Dtvc

Where:

VC Supply Variable Cost Component for High Load Factor rates
(Residential Non-Heating, Low Income Residential Non-Heating,
Large and Extra Large High Load C&1) and Low Load Factor rates
(Residential Heating, Low Income Residential Heating, Small C&1,
Medium C&I, Large and ExtraLarge Low Load C&]l).

TCvc Total Supply Variable Costs, including, but not limited to pipeline,
supplier, storage, commodity-billed pipeline transition costs, and any
hedge, hedging related cost or the carrying cost on hedge collateral.

TRvc Total Creditsto Supply Variable Costs, including, but not limited to
balancing commodity charge revenues and transportation imbalance
charges.

WCyc Working Capital requirements associated with Total Supply Variable
Costs. Seeitem 5.0 for calculation.

Ry Deferred Cost Account Balance as of October 31, as derived in Item
6.0 plus the net of any Gas Procurement Incentives/Penalties
associated with the Gas Procurement Incentive Plan.

Dtyc Forecast of annual salesto Residential Non-Heating, Low Income

Residential Non-Heating, Residential Heating, Low Income
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Residential Heating, Small C&1, Medium C&I, Large Low and High
Load C&I, and Extra Large Low and High Load C&lI.

IFs Inventory Finance Cost as calculated in 4.0 below.

FT-2 Storage Demand Char ge:

The FT-2 Storage Demand Charge (SDCy) shall include all fixed costs related to the
operations, maintenance, and delivery of storage, including, but not limited to, the
supply-related portion of local production and storage costs as determined in the most
recent rate case proceeding, delivery of storage gas to the Company’s Distribution
System, Storage Inventory Financing Charges and requirements for purchased gas
working capital. Any costs recovered through the application of the Storage Demand
Charge shall be identified and explained fully in the annual filing.

The Storage Demand Charge Component is calculated for the FT-2 rate schedule as
follows:

SDCuy TFCs+ IFs+ WCs

MDQs X 12
Where:

SDCw FT-2 Storage Demand Charge in $/per Maximum Daily Quantity of
Storage gas to be charged to Marketers.

TFCs Total Storage Fixed Costs, equals all fixed costs of storage, including,
but not limited to, the supply related portion of local production and
storage costs, taxes on storage, any demand or fixed charges associated
with storage or delivery of storage gas to the Company’s Distribution
System, and any demand or fixed pipeline reservation charges
designated by the Company as a peaking resource. The level of
supply-related local production and storage costs shall be as
determined in the most recent rate case proceeding.

IFs Inventory Finance Cost as calculated in 4.0 below.
MDQs The total maximum daily quantity of storage gasin Dekatherms

deliverable to the Company’ s Distribution System using the LNG
facilities, storage resources, and pipeline contracts related to storage
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delivery.

WCkc Working Capital requirements associated with Supply Fixed Costs.
See Item 5.0 for calculation.

INVENTORY FINANCING:

IFs = (ASBy+ASB,)* COC

Where:

IFs Inventory Finance Charges for storage

ASBy Average underground storage balance

ASB, Average LNG storage balance

COC Weighted Pre-tax Cost of Capital, consisting of three components: Short-term

Debt, Long-term Debt, and Common Equity. The Common Equity
components shall reflect the rates approved in the most recent rate case
proceeding. The Short-term debt component shall be based on the Company’s
actual short-term borrowing rate for the twelve months ended March as
presented in the Company’ s annual Distribution Adjustment Clause Filing.

WORKING CAPITAL REQUIREMENT:

WCy = WCAy * [DL/365] * COC
Where:
WCy Working Capital requirements of Supply Fixed (WCkc) and, Storage Fixed

(WCsrc), Supply Variable (WCsy), Storage Variable Product (WCsyc) or
Storage Variable Non-product (WCsync) Cost Components.

WCAW Working Capital Allowed in the Supply Fixed, Storage Fixed, and Supply
Variable, Storage Variable Product, or Storage Variable Non-product Cost
component calculations.

DL Days Lag approved in the most recent rate case proceeding.

COC Weighted Pre-tax Cost of Capital, consisting of three components: Short-term
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Debt, Long-term Debt, and Common Equity. The Common Equity
components shall reflect the rates approved in the most recent rate case
proceeding. The Short-term debt component shall be based on the Company’s
actual short-term borrowing rate for the twelve months ended March as
presented in the Company’ s annual Distribution Adjustment Clause (DAC)
filing in support of the Earnings Sharing Mechanism (ESM). The long-term
debt component will be based on the Company’ s actual long-term borrowing
rate as presented in the Company’s annual DAC filing.

6.0 DEFERRED GASCOST ACCOUNTS:

The Company shall maintain two (2) separate Deferred Gas Cost Accounts: (1) Fixed Costs
and revenues and (2) Supply Variable Costs and revenues. Entries shall be made to each of
these accounts at the end of each month as follows:

An amount equal to the allowable costs incurred less:

1 Gas Revenues collected adjusted for the RIGET and uncollectible percentage
approved in the most recent rate case proceeding;

2. Credits to costs, including but not limited to GCR Deferred Responsibility
surcharge/credits and Transitional Sales Service (TSS) surcharge revenues,

and including
3. Monthly interest based on a monthly rate of the current Bank of America prime
interest rate less 200 basis points (2%), multiplied by the arithmetic average of the
account's beginning-of-the-month balance and the balance after entries 1. and 2.
above.
7.0 REFUNDS:

Any refund associated with the Company’ s total gas cost for Sales customers shall be
credited to the Deferred Cost Account.

80 WEIGHTED AVERAGE UPSTREAM PIPELINE TRANSPORTATION COST:

At the request of a marketer or the Division, the Company will provide within 21 days an
estimate of the pipeline path costs for the next GCR year beginning November 1. The
estimate will be based on the most recent GCR filing updated for current commodity pricing
and other known changes which would significantly affect the factor. Concurrent with the
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annual GCR filing, the Company shall calculate the final weighted average cost of upstream
pipeline transportation capacity. The cost shall be applicable to capacity release under the
Transportation Terms and Conditions effective November 1 of each year or at such time as
the PUC approves the rates.

DEFERRED GAS COST RESPONSIBILITY:

Under the Transportation Terms and Conditions, Section 6, Schedule C, Item 1.0, if a
Customer who has been receiving firm sales service and elects to transfer to transportation
service to purchase gas from a Marketer, the Customer is responsible for their portion of the
deferred gas cost balance. The calculation of any under-recovered or over-recovered gas cost
attributable to the Customer’ s prior service will be charged or credited to the Customer’s
account at the time transportation service is initiated.

9.1 Factor Calculations:

The calculation of the Customer’s deferred gas cost balance consists of: (1) the prior
period deferred gas cost reconciliation amount reflected in the Company’ s current
Gas Charge; and (2) any incremental under-recovery or over-recovery of actual costs
versus projected costs that accrue while the current Gas Chargeisin effect.

The first component is calculated on the basis of the Company’ s Gas Charge filing
with the PUC in accordance with the following formula:

PPF = DABg
Dts
Where:
PPF Prior Period Factor as a $/Dt.

DABg Deferred Gas Cost Account Beginning Balance for the first month covered
under the Gas Charge filing.

Dts Forecast of sales volumes for the period covered by GCC filing.
The second component is calculated on a quarterly basis and represents the additional

deferral balance since the balance determined in the Company’ s last Gas Charge
filing. The factor is calculated as follows:
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IDF = DQBE - PDABg
Dta

Where:

IDF Incremental Deferred Gas Cost Balance Factor as a $/Dt.

DQBe Actua Deferred Gas Cost Account Ending Balance for a quarter
subsequent to the PPF.

PDABg Projected Deferred Gas Cost Account Ending Balance for the quarter
subsequent to the PPF.

Dta Actual salesvolumes for the quarter(s) subsequent to the PPF.

9.2 Application of Factors:

The customer’ s total Deferred Gas Cost Responsibility will equal the sum of the
following:

(1)  ThePPFtimes: (a) the Customer’s prior GCR year'stotal Dt minus (b) the
Customer’ s current year’ s Dt where the current GCR year’ s Dt reflects the
period the customer has been billed the current Gas Charge; and

2 The IDF times the Customer’ s Dt during the period covered by the IDF.
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10 GENERAL

11

1.2

Purpose:

The purpose of the Distribution Adjustment Clause (DAC) isto establish procedures
that allow the Company, subject to the jurisdiction of the PUC, to annually adjust its
rates for firm sales and transportation in order to recover, credit, or reconcile the
following:

(1)  thesystem pressure costs;

2 the difference between the approved AGT factor revenue collections and
actual AGT factor revenue collections;

©)] the difference between the approved LIAP revenue collected through base
rates for Large and Extra Large C& | customers and actual LIAP revenue
collections for Large and Extra Large C& | customers,

4) the costs of the Infrastructure, Safety, and Reliability Plan;

(5) the amortization of the most recent ten years of Environmental Response
Costs;

(6) Pension costs and Post-retirement Benefits Other than Pensions expenses,

@) the margins from on-system non-firm sales and non-firm transportation
services that are above or below an established dollar amount;

(8 to credit any Service Quality Performance penalties;

9 any over or under collections of revenue under the Revenue Decoupling
mechanism;

(10) the previousyear DAC items,

(11) and any Earnings Sharing.

Any costs recovered through the application of the Distribution Adjustment Charge
shall be identified and explained fully in the annual Distribution Adjustment Charge
filing.

Applicability:

The Distribution Adjustment Charge will be applied to sales and transportation
volumes under each of the Company’ s firm rate schedules.

The Company will make annual DAC filings and its annual Reconciliation filings
based on actual costs and volumes available at the time of filing as well as forecasts
of applicable costs and volumes through October of that year. With the exception of
the Infrastructure, Safety and Reliability component described in section 3.4.2, the
Distribution Adjustment Charge shall become effective with consumption as of
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November 1 each year.

Unless otherwise notified by the PUC, the Company shall submit the Distribution
Adjustment Charge filings no later than 90 days before they are scheduled to take
effect, provided however that the Revenue Decoupling Adjustment component of the
Distribution Adjustment Charge filing will be made July 1 annually. The Annual
Reconciliation filing will be made by August 1 of each year.

20 DISTRIBUTION ADJUSTMENT CHARGE:

The Distribution Adjustment Charge will consist of an annual System Pressure factor, an
Advanced Gas Technology factor, aLow Income Assistance Programs factor, an
Infrastructure, Safety, and Reliability factor, an Environmental Response Cost factor, a
Pension Adjustment Mechanism factor, a Non-firm On-System Margin Credit factor, a
Service Quality Performance factor, a Revenue Decoupling Adjustment factor, and a
Reconciliation of deferred account balance factor, and an Earnings Sharing Mechanism
factor. The Distribution Adjustment Charge is calculated as follows:

DAC = SP+AGT+LIAP+ISR+ERCFPAF+MC+SQP+RDA+R+ESM

Where:

DAC Distribution Adjustment Charge applicable to all firm throughput.

SP System Pressure factor. See Item 3.1 for calculation.

AGT Advanced Gas Technology factor. See Item 3.2 for calculation.

LIAP Low Income Assistance Programs factor. See Item 3.3 for calculation.

ISR Infrastructure, Safety, and Reliability factor. See Item 3.4 for calculation.

ERCF Environmental Response Cost Factor. See Item 3.5 for calculation.

PAF Pension Adjustment Factor. See Item 3.6 for calculation.

MC On-system Margin Credits related to Non-Firm Dual-Fuel customer margins.
See Item 3.7 for calculation.

SQP Service Quality Performance Factor. See Item 3.8 for calculation.
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RDA

ESM

DISTRIBUTION ADJUSTMENT CLAUSE

Revenue Decoupling Adjustment factor. See Item 3.9 for calculation.

Reconciliation of deferred account balances as of October 31. See ltem 4.0
for calculation.

Earnings Sharing Mechanism Factor. See Item 5.0 for calculation.

The Distribution Adjustment Charge excluding RDA shall be increased by the uncollectible
expense percentage approved in the most recent rate case proceeding.

DISTRIBUTION ADJUSTMENT CALCULATIONS

31

System Pressur e Factor :

The System Pressure factor shall be computed on an annual basis utilizing a forecast
of Liquefied Natural Gas (LNG) sendout comprised of the projected withdrawal of
commodity costs, the projected inventory cost of LNG, demand costs and the average
LNG inventory finance costs from the GCR filing for the November to October
period based on the following formula:

SP = (WTCing + INV NG + DM nG + INFNG) X SP%
Dtr

Where:

SP System Pressure Amount.

WTCinG Forecasted withdrawal commodity costs.

INV NG Forecasted inventory cost of LNG.

DM nG Forecasted demand costs.

INF_nG Forecasted inventory finance costs.

SP% Percent of local storage used to maintain system pressures, as
established in the most recent rate case or DAC proceeding.

Dtr Forecasted annual firm throughput.
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3.2 AGT Factor:

The Advanced Gas Technology factor will be computed on an annual basis utilizing
the approved amount for AGT for the prior twelve month period ended March 31,
except for the first reconciliation period after the approval of Docket RIPUC 4323
which will be based on a stub period. The formulawill be asfollows:

AGT = AGTg —AGTems
Dty
Where:
AGT AGT Factor
AGTg Approved AGT budget
Dtr Forecasted annual firm throughput in dekatherms

AGTems AGT funding embedded in base rates, $300,000
3.3 LIAP Factor:

The Low Income Assistance factor shall be computed on an annual basis utilizing the
approved funding for low income programs, such as Low Income Heating Assistance
and Low Income Weatherization, for the prior twelve month period ended March 31
except for the first reconciliation period after the approval of Docket RIPUC 4323
which will be based on a stub period. The formulawill be as follows:

LIAP = LIAPs — LIAPeus
Dty
Where:
LIAP LIAP Factor
LIAPg Approved low income program funding(s)
Dtr Forecasted annual firm throughput
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LIAPevs LIAP funding embedded in base rates, $1,785,000; Consisting of
$1,585,000 of Low Income Heating Assistance and $200,000 of Low
Income Weatherization

I nfrastr uctur e, Safety and Reliability Plan:

3.4.1 GaslInfrastructure, Safety, and Reliability Plan Filing:

In compliance with R.I.G.L. Section 39-1-27.7.1, no later than January 1 of each year,
the Company shall submit to the PUC a Gas Infrastructure, Safety, and Reliability
Plan (Gas ISR Plan) for the upcoming fiscal year (April to March) for review and
approval within 90 days. The Gas ISR Plan shall include the upcoming fiscal year's
forecasted capital investment on its gas distribution system infrastructure and may
include any other costs relating to maintaining safety and reliability that have been
mutually agreed upon by the Division and the Company.

3.4.2 Infrastructure, Safety and Reliability Factor:

Effective each April 1, the Company shall recover through a change in Distribution
Adjustment Charge rates the Cumulative Revenue Requirement on the Adjusted
Cumulative Non-growth Capital spending as approved by the Commission in the
Company’ s annual gas infrastructure, safety, and reliability filings less the amount
included in rate base for base rate purposes. For purposes of this section, non-growth
capital shall exclude general plant (FERC Accts 389 through 399). The Cumulative
Revenue Requirement shall mean the return and taxes on year-end Adjusted
Cumulative Non-growth Capital Spending, at arate equal to the pre-tax weighted
average cost of capital as approved by the Commission in the most recent
distribution base rate proceeding, plus the annual depreciation net of depreciation
expense attributable to general plant that was approved by the Commission in the
Company’ s most recent distribution base rate proceeding adjusted, if appropriate, by
later proceedings related to capital, plus the annual municipal property tax recovery
mechanism as approved in the Settlement Agreement in Docket RIPUC 4323. The
Adjusted Cumulative Non-growth Capital Spending shall mean the non-growth
capital investment recorded since January 31, 2014 and reflecting any difference
between Actual Non-Growth Investment and Forecasted Non-Growth Investment,
included in rate base for base rate purposes, for the period April 1, 2011 through
January 31, 2014, the end of the Company’ srate year in its general rate case in docket
RIPUC 4323. Cumulative Revenue Requirements will reflect Adjusted Cumulative
Non-Growth Capital Spending as defined above plus the associated retirements, cost
of removal, accumulated depreciation, and accumulated deferred taxes.
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All accumulated Gas I SR investments will be eligible for inclusion in rate base
recovery through new rates set in the next base rate case.

The Company shall allocate the Cumulative Revenue Requirements to its rate classes
based on the rate base allocation approved by the PUC in the Company’s most recent
base distribution rate proceeding. Any other costs, including Operation and
Maintenance expenses mutually agreed upon by the Division and the Company shall
be allocated on a per unit basis.

3.4.3 Infrastructure, Safety and Reliability Factor: Reconciliation Mechanism:

The Company shall include an annual reconciliation mechanism associated with the
ISR Factor designed to reconcile the actual Cumulative Revenue Requirements and
any associated costs approved for recovery through this mechanism to the actual
billed revenue for the prior fiscal year. As part of itsannual DAC filing, the
Company shall submit by August 1 areconciliation factor (either positive or negative)
related to the | SR Factor recoveries and actual Cumulative Revenue Requirements
and any associated costs approved for recovery through this mechanism to take effect
annually for the twelve months beginning November 1 each year.

Environmental Response Cost Factor (ERCF):

> ERCyrx
— ERCewms
ERCF=—10
Dtr
Where:
ERC Environmental Response Costs as defined in Section 1, Schedule B
Definitions

z ERCyrx  Thesum of Environmental Response Costs, incurred in the most

recent twelve month period ended March 31 except for the first
reconciliation period after the approval of Docket RIPUC 4323 which
will be based on a stub period and in the prior nine years.

ERC evs Environmental Response Costs funding embedded in base rates,
$1,310,000.

Dtr Forecasted annual firm throughput
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In order to limit the bill impacts that could potentially result from the incurrence of
environmental remediation costs, the ERC factor, calculated as described above, shall
be limited to an increase of no more than $0.10 per dekatherm in any annual DAC
filing. If thislimitation results in the Company recovering less than the amount that
would otherwise be eligible for recovery in a particular year, then beginning on the
date that the proposed ERC factor becomes effective, carrying costs shall accrue to
the Company on the portion of the environmental remediation costs not included in
the ERC factor as aresult of thislimitation. Such carrying costs shall accrue through
the year in which such amount, together with accumulated carrying costs, are
recovered from ratepayers. Any amounts so deferred shall be incorporated into the
ERC factor in succeeding years consistent with the $0.10 per dekatherm ERC factor
annual increase limitation. Such carrying charges shall accrue at the Interest on
Deferred Balance rate specified in Section 1, Schedule B of the Company’s
Definition section above.

Pension Adjustment Factor:

The Pension Adjustment Factor shall recover or refund the prior fiscal year's
reconciliation of the Company’s actual Pension and Post-retirement Benefits Other
Than Pension (PBOP) expenses to the Company’ s Pension and PBOP expense
allowance included in distribution base rates, including interest at the rate of interest
paid on customer deposits. The PAF will be computed on an annual basis for the nine
month period ending March 31, 2013 and thereafter for each twelve months ended
March 31 and will be based on the difference in the Company’ s actual Pension and
PBOP expense for the prior twelve month period ended March 31 and the distribution
base rate allowance, plus carrying charges at the weighted average cost of capital on
the cumulative five quarter average underfunding of the Pension and PBOP Minimum
Funding Obligation for the fiscal year ended March 31. The Minimum Funding
Obligation will be equal to the amount of Pension and PBOP costs collected from
customers during the fiscal year, plus the amounts of Pension and PBOP costs
capitalized during the year. The amount collected from customers during the fiscal
year would include (1) Pension and PBOP allowance included in base rates, and (2)
amounts collected or refunded through the PAF.

On-System Margin Credits;

Each year, the Company will calculate the total non-firm customer margins, exclusive
of Rhode Island Gross Earnings Tax for the twelve month period ending each March
31 beginning March 31, 2014. If that total exceeds atarget revenue of $1,800,000,
the On-System Margin Credit shall be positive. If the total non-firm margins,
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exclusive of Rhode Island Gross Earnings Tax, for the twelve-month period ending
March 31 are less than the target revenue of $1,800,000, the On-System Margin
Credit shall be negative. For the twelve month period ending March 31, 2013, the
target will be prorated for the seven month period ending January 31, 2013 for the
On-System Margin target in effect during that period ($2,816,000) and actual firm
and non-firm dual fuel Customer margins, (exclusive of Rhode Island Gross Earnings
Tax) during that period and for the two month period ending March 31, 2013 during
which the $1.8 million target isin effect and actual non-firm customer margins,
exclusive of Rhode Island Gross Earning Tax, during that period.

The On System Margin Credit is calculated as follows:

MC = NFCM - $1,800,000
Dtr
Where:
MC On-System Margin Credit factor
NFCM The non-firm customer margins exclusive of Rhode Island Gross

Earnings Tax (GET) for the 12 months ending March 31.
Dtr Forecasted annual firm throughput

If in any year the Company is required to calculate the total Non-Firm Customer
margins, exclusive of GET, for a period less than a twelve month period, then the
Company will prorate the target threshold based upon the monthly 2011 non-firm
revenue distribution and if the total exceeds that prorated target threshold the Non-
Firm On-System Margin credit will be positive and if it is less than the prorated target
the credit will be negative. In addition, if a non-firm customer who was active
customer during calendar year 2011 migrates to firm service, the Company will
reduce the margin threshold by the non-firm customer’s actual 2011 calendar year
usage multiplied by the applicable non-firm rate approved in RIPUC Docket 4323.
Conversely, the Company will increase the margin threshold for firm customers who
migrate to non-firm service based upon the customers most recent historical usage
multiplied by the applicable non-firm service rate.

Service Quality Performance Factor :

The Service Quality Performance (SQP) Factor will be used for crediting to
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customers any penalties reflected in the Company’s annual Service Quality Report.

3.9 Revenue Decoupling Adjustment Factor :

The Revenue Decoupling Adjustment (RDA) Factor shall be a credit or surcharge
determined for all Residential rate classes and Small and Medium C&1 rate classes as
the sum of the March 31 Revenue Per Customer deferral ending balances for each
rate class divided by the forecasted total annual firm throughput for those rate classes.
The March deferral ending balance for each rate class shall result from the monthly
calculation of the variance between a Target Revenue-per-Customer and the Actual
Revenue Per Customer for the following periods. (1) the ten month period ending
January 31, 2013, (2) the fourteen month period February 1, 2013 — March 31, 2014
and (3) each twelve month period ending March 31 thereafter. The deferral balance
will be calculated as follows:

D (AEBum1+VRu+INTw)

RDAF =R
Dtrc

Where:

RDAF Revenue Decoupling Adjustment Factor

Z The sum of the March 31 Revenue per Customer deferral ending

RC
balances for each of the following rate classes: Residential Non-heat
(including Low Income Residential Non-heat), Residential Heat
(including Low Income Residential Heat), Small C& 1, and Medium
C&l.

AEBwm-1 Account Ending Balance for prior month

VRu Current month Variance
= (RPCm — RPCam) x CUSTwm
RPCrum For the period ending January 31, 2013, the Target

Revenue per Customer will be based on targets
established in Docket RIPUC 4206. Thereafter, Target
Revenue per Customer will be based on class specific
revenue per customer targets established in the most
recent rate case. Target Revenue for Low-Income
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classes will reflect non-discounted revenue. Low-
income class revenue and customers will be included
with non-discounted revenue and customers for the
purposes of setting the target.

RPCam Actua Revenue per Customer for current month
calculated as actual base revenues divided by number of
customers in the current month. Revenue for Low-
Income classes will reflect non-discounted revenues.

CUSTum Number of customersin current month.

INTw Interest on average monthly balance

(AEBwm-1+ VRm) X BAM

2
BAwm Bank of America Prime minus 200 basis
points
Dtre Forecasted annual firm throughput for the following rate classes.

Residential Non-heat (including Low Income Residential Non-heat),
Residential Heat (including Low Income Residential Heat), Small
C&l, and Medium C&.

40 DEFERRED DISTRIBUTION ADJUSTMENT COST ACCOUNT:

The Distribution Adjustment Cost Account shall include annual reconciliation for the twelve
month period for the revenues and costs for the System Pressure factor, Advanced Gas
Technology factor, LIAP factor, ISR factor, Environmental Response Costs factor, Pension
Adjustment Factor, On-System Margin Credit factor, SQP factor, RDA factor, ESM factor,
and a Previous Reconciliation factor, including atrue-up for any prior year’s forecasted
revenues and costs. Baseraterelated items (LIAP factor, Advanced Gas Technology factor,
and Environmental Response cost factor) will be only be reconciled for those non-Revenue
Decoupling rate classes (Large and Extra Large high load and low load factor rate classes).
For each reconciliation component, a monthly rate based on a monthly rate of the current
Bank of America primeinterest rate less 200 basis points (2%), multiplied by the arithmetic
average of the account’s beginning and ending balance shall also apply.
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EARNINGSSHARING MECHANISM:

The annual Earnings Sharing Mechanism (“ESM”) established in Docket No. 3401 will
remain in place. The Earnings Sharing Mechanism Credit (“ESMC”) will be included with
the September 1 DAC filing based on financia information for the 9-month period ending
March 31, 2013 and for each 12 months period ending March 31 thereafter. For purposes of
calculating earnings to be shared, the Company will be allowed to include its 50% share of
net merger synergies resulting from the National Grid/KeySpan transactions, or $2,450,000.
Calculation of the ESMC is as follows:

ESMC = ESMF
Dtr
Where:
ESMF Earnings Sharing Mechanism Fund is defined as the earnings subject to

sharing and will be based on areturn on equity of 10.5% for the seven month
period ending January 31, 2013 and 9.5% for 2 month period ending March
31, 2013. Thereafter earnings subject to sharing will be based on areturn on
equity of 9.50%. Annual earnings over this return on equity, up to and
including 100 basis points, being shared 50% to customers and 50% to the
Company. Any earnings more than 100 basis points in excess of this return
on equity shall be shared 75% to customers and 25% to the Company.

Dtr Forecasted annual firm throughput
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3.0

4.0

5.0

6.0

7.0

8.0

RESIDENTIAL NON-HEATING
RATE 10

AVAILABILITY:

Sales service is available under thisrate for all domestic non-heating purposes in individual
private residential dwellings with six (6) or less units or in connection with condominium
associations with gas supplied through one meter.

CHARACTER OF SERVICE:

A continuous supply of gas of not less than 1,000 Btu per cubic foot.
RATES: Customer Charge:  $ 13.00 per month
Distribution Charge:  $0.4386 per Therm

MINIMUM CHARGE:

Customer Charge per month.

GENERAL RULESAND REGULATIONS:

The Company’s General Terms and Conditions, Section 1, Schedule A, asin effect from
time-to-time and where not inconsistent with any specific provisions hereof, are a part of this
Schedule.

RHODE ISLAND GROSS EARNINGSTAX:

The application of the above rates is subject to the Rhode Island Gross Earnings Tax
provisionsin Section 1, Schedule C.

GASCOST RECOVERY CLAUSE:

The application of the above rate is subject to the Gas Cost Recovery Clause in Section 2,
Schedule A.

DISTRIBUTION ADJUSTMENT CLAUSE:

The application of the above rate is subject to the Distribution Adjustment Clause in Section
3, Schedule A.
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RATE 10

90 ENERGY EFFICIENCY:

The application of the above rate is subject to Energy Efficiency provisionsin Section 1,
Schedule C.

100 LIHEAP ENHANCEMENT:

The application of the above rate is subject to the Low Income Home Energy Assistance
Enhancement Plan (LIHEAP) provisionsin Section 7, Schedule C.
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LOW INCOME RESIDENTIAL NON-HEATING
RATE 11

AVAILABILITY:

Sales service is available under this rate for all domestic non-heating purposes in individual
private residential dwellings with six (6) or less units or in connection with condominium
associations with gas supplied through one meter. A Customer will be eligible for thisrate
upon verification of the Customer’s participation in the low income home energy assistance
program or its successor program.

Compliance with the foregoing qualifications will be verified annually with the State Office
of Energy Resources.

CHARACTER OF SERVICE:

A continuous supply of gas of not less than 1,000 Btu per cubic foot.
RATES: Customer Charge:  $11.70 per month
Distribution Charge:  $0.3947 per Therm

MINIMUM CHARGE:

Customer Charge per month.

GENERAL RULESAND REGULATIONS:

The Company’s General Terms and Conditions, Section 1, Schedule A, asin effect from
time-to-time and where not inconsistent with any specific provisions hereof, are a part of this
Schedule.

RHODE ISLAND GROSS EARNINGSTAX:

The application of the above ratesis subject to the Rhode Island Gross Earnings Tax
provisionsin Section 1, Schedule C.

GASCOST RECOVERY CLAUSE:

The application of the above rate is subject to the Gas Cost Recovery Clause in Section 2,
Schedule A.
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