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Jennifer Brooks Hutchinson
n a IO n a g r I Senior Counsel

August 3, 2015
VIA HAND DELIVERY & ELECTRONIC MAIL

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

Warwick, RI 02888

RE: Docket 4573 - 2015 Distribution Adjustment Charge (DAC)
Dear Ms. Massaro:

In accordance with the provisions of the Distribution Adjustment Clause of the Company’s
gas Tariff, RIPUC NG No. 101, Section 3, Schedule A, enclosed please find ten (10) copies of
National Grid’s' annual DAC filing and proposed Distribution Adjustment Charge (DAC). The
DAC was established in Docket No. 3401 to provide for the recovery and reconciliation of the
costs of identifiable special programs. Thus, the DAC is comprised of several factors relative to the
specific underlying programs’.

The 2015 DAC includes rate-specific Infrastructure, Safety and Reliability (ISR)
reconciliation factors based on the reconciliation of the Fiscal Year (FY) 2015 revenue requirement
contained in the Company’s FY 2015 Gas ISR Reconciliation filing filed under separate cover
today in Docket No. 4474 and revenue billed through the ISR Plan factors during the same period.
Additionally, the proposed 2015 DAC includes a Revenue Decoupling Adjustment (RDA) factor to
reconcile actual revenue-per-customer by rate class with the target revenue-per-customer as set
forth in the Company’s annual RDA factor filing that the Company filed with the Rhode Island
Public Utilities Commission (PUC) on June 26, 2015 pursuant to the Revenue Decoupling
Mechanism, which the PUC approved in Docket No. 4206.

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

The DAC includes a System Pressure factor, an Advanced Gas Technology factor, a Low Income Assistance
Program factor, an Environmental Response Cost factor, a Pension Adjustment factor, an On-System Margin Credit
factor, a Service Quality Performance factor, a Revenue Decoupling Adjustment factor, rate-class specific
Infrastructure, Safety and Reliability factors, two Reconciliation factors, and an Earnings Sharing Mechanism factor.
Also, for the first time this year, the Company is including a Firm Revenue Credit factor.

280 Melrose Street, Providence, Rl 02907
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This filing consists of the pre-filed direct testimony of Suhila Nouri Nutile and her
associated schedules in support of the proposed DAC factors. In her testimony, Ms. Nutile also
provides the reconciliation of the various components of the DAC and proposes updated factors to
be effective November 1, 2015.

Since the underlying data for certain components of the DAC become available only after
August 1, the Company will supplement this filing on September 1, 2015. That supplemental filing
will provide proposed DAC rates for effect November 1, 2015 which incorporate factors for all
updated DAC components and will include a bill-impact analysis. Also, the Company is not
including the System Pressure factor, Pension and Postretirement Benefits Other Than Pensions
costs, or the Earnings Sharing Mechanism factor in this filing. The Company will submit those
components as part of its September 1 supplemental filing.

Thank you for your attention to this filing. If you have any questions, please do not hesitate
to contact me at (401) 784-7288.

Very truly yours,
\\ e . \ |
. \MK A T') \/:\\.:_” \\u Lo VS

Jennifer Brooks Hutchinson
Enclosure

cc: Leo Wold, Esq.
Steve Scialabba, Division
Bruce Oliver, Division
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I ntroduction and Qualifications

Please state your name and business addr ess.
My name is Suhila Nouri Nutile and my business address is Reservoir Woods, 40 Sylvan

Road, Waltham, Massachusetts 02451.

What isyour position and responsibilities?

I am a Senior Analyst for New England Pricing in the Regulation and Pricing Department
of National Grid USA Service Company, Inc. (National Grid) supporting the gas pricing
activities of The Narragansett Electric Company d/b/a National Grid (the Company). My
responsibilities include the design, implementation, and administration of the Company’s

rates and tariffs for natural gas service.

Please provide your educational background.
I received a Bachelor of Science in Mathematics with a concentration in Computer
Science from the University of New Hampshire in Durham, NH and a Master of Science

in Financial Mathematics from Worcester Polytechnic Institute in Worcester, MA.

Please provide your professional background.
I was employed by John Hancock in Boston from July 2006 through November 2012 as a
Senior Analyst in the Pension Pricing Department. Beginning in November 2012, I was

employed by Computer Science Corporation as a Lead Analyst in the Cloud Business
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Unit. In these roles, I designed and developed pricing strategies and provided cost
analyses. In October 2013, I became a Senior Analyst at National Grid in Regulation and

Pricing, the position I hold today.

Have you previoudly testified before the Rhode Island Public Utilities Commission
(the PUC)?
Yes, I testified in the fiscal year 2016 Gas Infrastructure, Safety and Reliability Plan

proceeding, Docket No. 4540, earlier this year.

Purpose of Testimony

What isthe purpose of your testimony?

The purpose of this testimony is to describe the changes to and reconciliation of the
various components of the Distribution Adjustment Clause (DAC) and to propose new
factors to become effective November 1, 2015. This filing is submitted pursuant to the
Company’s DAC Provision, R.I.P.U.C. NG-Gas No. 101, under Section 3, Schedule A

(DAC Provision).

Areyou sponsoring any scheduleswith your testimony?
Yes. I am sponsoring the following schedules that accompany my testimony:
e Schedule SLN-1 Summary of DAC Factors

e Schedule SLN-2 System Pressure Factor
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e Schedule SLN-3 Advanced Gas Technology Program Factor
e Schedule SLN-4 Environmental Response Cost Factor
e Schedule SLN-5 Pensions and Postretirement Benefits Factor
e Schedule SLN-6 On-System Margin Credits Factor
e Schedule SLN-7 Revenue Decoupling Adjustment Factor
e Schedule SLN-8 ISR Reconciliation Factors
e Schedule SLN-9 Firm Revenue Credit Factor
e Schedule SLN-10 Reconciliation Factors
e Schedule SLN-11 Reconciliations for FY 15
DAC Summary

Please provide an overview of the DAC and its components.

The DAC was established in Docket No. 3401 to provide for the recovery and
reconciliation of the costs of identifiable special programs. As described in the
Company’s DAC Provision, the DAC includes several components: an annual System
Pressure (SP) factor; an Advanced Gas Technology (AGT) factor; a Low Income
Assistance Program (LIAP) factor; an Environmental Response Cost (ERC) factor; a
Pension Adjustment factor (PAF); an On-System Margin Credit (MC) factor; a Service
Quality Performance (SQP) factor; a Revenue Decoupling Adjustment (RDA) factor; rate

class specific Infrastructure, Safety, and Reliability (ISR) factors; two Reconciliation (R)
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factors for the previous year’s DAC factors; an Earnings Sharing Mechanism (ESM)

factor, and a Firm Revenue Credit factor.

Hasthe Company made any changesto its DAC calculation since last year’sfiling?
Yes. For the first time, the Company has included a firm revenue credit associated with
50 percent of the FY 2015 incremental revenue resulting from a large commercial and

industrial customer specified in the Rate Case Settlement Agreement.

Please providethe proposed DAC factors.

As in prior years, the proposed DAC factors are not final as of August 1 since certain
underlying data for the development of all of the component factors is not yet available.
Based upon the data that is available, the preliminary rates (including ISR rates that

became effective April 1, 2015) are shown in Schedule SLN-1.

As discussed later in my testimony, the Company will supplement this filing with
updated information in its September 1, 2015 Supplemental DAC filing. This
supplemental filing will incorporate all proposed DAC factors and include a bill impact
analysis to reflect the final proposed DAC factors. Consistent with the Company’s DAC
Provision, the proposed DAC factors are to become effective with consumption on and

after November 1, 2015.
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DAC Component Details

Svstem Pressure

Please describe the System Pressure component.

Maintaining proper operating pressure of the Company’s distribution system requires the
occasional use of the Company’s liquefied natural gas (LNG) facilities. The System
Pressure cost included in the DAC represents projected LNG demand costs for the period
of November 1, 2015 through October 31, 2016 utilized to ensure proper operating
pressure along the Company’s distribution system. Pursuant to the settlement agreement
in the Company’s 2012-2013 DAC filing, Docket No. 4339 (DAC Settlement), the
System Pressure balancing percentage used to determine the cost reflected in the DAC is

75.77% of the projected LNG lease payments for the period referenced above.

Will the Company provide a System Pressure factor in thisfiling?

No. As noted in Docket No. 4196, the Company and the Division agreed that because
forecasted LNG costs are directly related to gas costs, the Company will not file a System
Pressure factor in its August DAC filing. Instead, the Company will file its System
Pressure cost and proposed factor as part of its September Supplemental DAC filing
coincident with the Company’s Gas Cost Recovery filing. Therefore, Schedule SLN-2 in

this filing is a placeholder for the September proposed System Pressure factor.
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AGT Program

Please describethe current AGT Program.

The AGT Program was established in Docket No. 2025 to promote the development of
energy-efficient natural gas technologies that increase utilization of natural gas during
periods of low demand. Increased off-peak usage reduces the unit cost of the gas
delivery system for all customers by generating distribution revenue to support fixed
costs associated with resources needed during peak periods. The AGT Program provides
rebates for technologies such as combined heat and power (CHP), natural gas powered
fleet vehicles, chilling systems, electrical generators, process heating, desiccant

dehumidifiers and residential high efficiency space heating equipment.

Please provide an update with respect to the AGT Program’srebate activity over
the past fiscal year and any known potential futurerebates.

In 2013, the PUC approved a $1.8 million AGT Program rebate to Toray Plastics
(America), Inc. (Tory) associated with a large cogeneration system to be paid out in three
installments of $500,000 and a final installment of $300,000 over the next four years.
The first payment of $500,000 was made in June 2015. The AGT Program is
experiencing renewed interest as a result of customers’ awareness and desire for energy
planning, and cleaner and more economic energy options for their businesses. The

Company believes this program will remain an important catalyst for economic
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development and clean energy in the state, thus justifying the continuation of the current

level of funding.

What level of funds are available for new projectsin 2015-20167?

As shown in Schedule SLN-3, Page 2, at the end of March 2015, the AGT Program had a
balance of $2,134,557. However, this balance has been further reduced by the AGT
Program payment of $500,000 referenced above. Also, in Docket No. 4514, the PUC
ordered the Company to return $1 million to customers through the AGT factor, of which
$699,357 was refunded during the period November 2014 through March 2015. The
remaining approximate $300,000 is to be refunded during the period of April 2015
through October 2015. Overall, this activity reduces the AGT Program balance by
approximately $1.5 million. The Company also anticipates paying out $1.3 million over
the next three years as the Toray cogeneration unit discussed above meets other
milestones. In addition, consistent with the DAC Settlement, the balance does not
include interest earned of $31,963 calculated for the twelve month period from April
2014 through March 2015, since interest on the balance is to be credited to customers
through the DAC’s reconciliation factor. See Schedule SLN-3, page 2 for the calculation
of interest and Schedule SLN-10, Page 1, Line 9 for the credit to be provided to

customers.
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Isthe Company proposing any changesto the AGT Program?

The Company is not proposing any changes to the AGT Program in this filing. The one-
time credit to customers of $1,000,000 currently being refunded through the AGT factor
will end effective with usage on and after November 1, 2015, and the Company is not
proposing any incremental AGT Program funding or refunds in its 2015-2016 DAC. The
Company continues to recover $300,000 annually in base rates, and this annual funding
will increase the balance over the same period that the anticipated rebates are paid to
qualifying projects. Based upon this current level of funding and current new project
projections, the Company is not proposing additional funding nor is the Company
proposing that any funds be returned to customers at this time. Therefore, the AGT
factor will return to zero as shown on Schedule SLN-3, Page 1. The Company would,
however, like to note that should there be additional interest in the program over the next
year, the Company will reassess the need for incremental funding and propose any

changes in funding based on then-current projects in its August 2016 DAC filing.

Based on the Company’ s assessment of the AGT Program, doesthe Company still
seevalue in maintaining the AGT Program?

Yes, the Company believes there is value in maintaining the AGT Program because the
AGT Program promotes technologies that result in benefits that the Company’s other
programs, such as Energy Efficiency, do not promote. Therefore, in this filing, the

Company is recommending continuing to fund the AGT Program through base rates, with
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the opportunity in future filings to recover any PUC-approved incremental amount

through the DAC.

L ow I ncome Assistance Programs

Please describe the L ow I ncome Assistance Programs.

The low-income assistance programs included with this DAC component are the Low
Income Assistance Program (LIAP) and the Low Income Weatherization Program. The
Low Income Heating Energy Assistance Program (LIHEAP) is a federally-funded, state-
administered program that assists low-income customers in paying their heating bills.
The Company’s LIAP piggybacks on to the state-administered program and provides
additional credits on customers’ gas bills. The Low Income Weatherization Program
provides supplemental funding to the weatherization program administered by the Rhode
Island Office of Energy Resources. The annual funding in base rates for the LIAP and
the weatherization program are $1,585,000 and $200,000, respectively.! The Company
is not proposing any change to the existing programs or level of funding at this time.

Accordingly, the LIAP component of the DAC has been set at zero.

The LIAP is different than, and in addition to, the LIHEAP enhancement credits provided to low income
customers as part of that program. The LIHEAP enhancement credits are pursuant to Rhode Island General
Law § 39-1-27.12, which provides for a state-administered fund that establishes additional credits on customers’
bills for those who are in receipt of a LIHEAP grant. The program is funded annually in an amount ranging
from $6.5 million to $7.5 million through a separate surcharge on all electric and gas customers’ bills.
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Environmental Response Costs

Please explain the purpose of the Environmental Response Cost factor.

The Environmental Response Cost (ERC) factor is designed to allow the Company
recovery of its reasonable and prudently incurred costs for evaluation, remediation, and
clean-up of sites associated with the Company’s ownership and/or operation of
manufactured gas plants (MGP), manufactured gas storage facilities, and MGP-related
off-site waste disposal locations. In addition, the ERC factor includes recovery of
environmental costs for removing and replacing mercury regulators and addressing meter

disposal issues.

Please describe the proposed ERC factor.

Consistent with the Company’s DAC Tariff, Item 3.5, the ERC factor is a per-therm
charge that reflects recovery of the 10-year amortization of annual environmental
response costs in excess of the annual amount recovered in base rates. As shown on
Schedule SLN-4, Page 1, the proposed ERC factor reflects annual amortization of
$1,829,872 for the period April 2015 through March 2016. A yearly breakdown of this
amortization is provided on Pages 2 and 3 of Schedule SLN-4. Environmental project-
specific expenses for the 12 months ending March 31, 2015 are provided on Page 4 of
Schedule SLN-4. In-depth descriptions of the environmental projects and fiscal year
2014-15 activities can be found in the annual environmental report filed with the PUC on

August 3, 2015 under separate cover. The Company currently recovers $1,310,000 of
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environmental costs in base rates. Netting the annual base rate allowance of $1,310,000
against the amortization expenses of $1,829,872 leaves environmental costs of $519,872
to be recovered from customers over the November 2015 through October 2016 period.
This amount is divided by forecasted throughput of 39,897,042 dths for this 12-month

period and divided by 10 to derive a $/therm factor.

Pension and PBOP Costs

What do the Pension and Postr etirement Benefits Other Than Pensions (PBOP)
reconciliation entail?

In accordance with the Company’s DAC Provision, Item 3.6, the Pension Adjustment
Factor is designed to recover from or credit to customers the prior year’s reconciliation
balance. The balance results from the comparison of the Company’s actual Pension and
PBOP expenses to the Company’s Pension and PBOP allowances that are included in

base rates plus carrying charges. The adjustment factor is based on this difference.

Will the Company provide Pension and PBOP costsin thisfiling?
Not at this time. The pension and PBOP costs will be provided in the Supplemental DAC
filing on September 1, 2015. Therefore, Schedule SLN-5 in this filing is a placeholder

for the Pension and PBOP factors to be proposed in that filing.
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On-System Margin Credit

Please explain the changesto the On-System Margin Credit factor.

Pursuant to the settlement agreement in the Company’s 2012 general rate case in Docket
No. 4323 (Rate Case Settlement Agreement), the Company calculates the total actual
Non-Firm customer margin, exclusive of Rhode Island Gross Earnings Tax, for the 12-
month period ending each March 31. If the total margin exceeds the $1,604,433
threshold,” then any excess amount above the threshold is to be credited to customers. If
total actual margin is less than the threshold, the deficiency is to be recovered from
customers. In addition, if a Non-Firm customer who was active during the test year in
Docket No. 4323 (i.e., calendar year 2011) requests and is able to transfer 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 rates approved in Docket No.

4323.

Did the Company adjust the margin threshold to reflect Non-Firm customers
transferring to Firm service?

Yes. The Company determined that two customers who were Non-Firm customers
during calendar year 2011 transferred to firm service and as such needed to adjust the

On- System Margin threshold. However since these customers converted in November

* The On-System Margin threshold of $1.8 million approved in the Rate Case Settlement Agreement was updated in
the 2014 DAC filing in Docket No. 4514 to $1,604,433 to reflect the migration of six Non-Firm customers to firm
transportation.
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2014 and their Non-Firm revenues for the period April 2014 through October 2014 were
included in the FY 2015 total Non-Firm margin, the Company only adjusted the threshold
to reflect the period in which the customer was on the firm tariff rate (November through
March). As shown on Schedule SLN-6, Page 3, the Company has identified these
customers and their associated usage for the five months of January, February, March,
November and December 2011 and multiplied this usage by the applicable Non-Firm rate
approved in Docket No. 4323 resulting in a threshold adjustment of $80,556°. The
Company then reduced the annual threshold of $1,604,433 by this amount, resulting in a
revised Non-Firm margin threshold of $1,523,876 for the period April 2014 through

March 2015.

Please providethe details on the On-System Margin Credit factor included in this
filing.

Schedule SLN-6 summarizes the Non-Firm customer usage, revenue, and margins,
excluding the Gross Earnings Tax and Energy Efficiency surcharges, for the 12-month
period ending March 31, 2015. The total Non-Firm margin is compared against the
adjusted threshold noted above and results in a shortage in Non-Firm margin of
$133,185. This amount is to be recovered from customers through an On-System Margin

factor that is a proposed surcharge of $0.0003 per therm. This surcharge is calculated by

? The Company will adjust the threshold for these two customers for the months of April through October in next
year’s 2016 DAC filing.
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dividing the unrecovered margin of $133,185 by the forecasted throughput of 39,897,042

dths and dividing this result by 10 to derive a $/therm factor.

Did the Company make any changesin the operation of its On-System Margin
mechanism?

Yes it did. In Docket No. 4514, the Company revised its Non-Firm Sales Service Rate 60
Tariff found in Section 5, Schedule G, Part 5.0, and its Non-Firm Transportation Service
Rate 61 Tariff found in Section 6, Schedule A, Part 9.0, to include the billing of its
distribution rates to Non-Firm customers during periods of curtailment. The Company
has included the curtailment revenue associated with the distribution charges as part of
the fiscal year 2015 actual On-System Margin used to calculate the On System Margin

adjustment.

Did the Company make any changesto Non-Firm gas costs sincefiling its 2015 Gas
Cost Recovery (GCR) Reconciliation?

Yes it did. In preparation of the Non-Firm detail provided in Schedule SLN-6, Pages 4
through 6, the Company discovered that some curtailment penalty charges were omitted
from the 2015 GCR Reconciliation filed on June 30, 2015. The Company has included
these additional curtailment charges in Schedule SNL-6 and will update its Annual GCR

Reconciliation filing to reflect these additional Non-Firm gas costs credits of $23,399.
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Service Quality Program

Please provide a brief description of the Service Quality Program and its current
impact on the DAC.

In the Service Quality Plan proceeding, Docket No. 3476, it was agreed that any penalty
amounts resulting from the approved Service Quality Plan would be credited to
customers through the DAC. The Company’s FY 2015 Annual Service Quality Report
filed on July 31, 2015 indicates that the Company did not incur a penalty for its
performance during fiscal year 2015. Therefore, there is no impact on the DAC, and

consequently the SQP factor is $0.0000 per therm.

Revenue Decoupling Adjustment

Please explain the RDA component of the DAC.

Pursuant to its DAC Provision, the Company operates under a Revenue Decoupling
Mechanism (RDM). The RDM provides for an annual reconciliation of actual base
revenue-per-customer by rate class against a benchmark revenue-per-customer. The
Company filed this reconciliation with the PUC on June 26, 2015, and it covers the
twelve month period of April 2014 through March 2015. Accordingly, as shown on
Schedule SLN-7, the RDA identifies an over-recovery of $14,181,587 and a credit RDA
factor of $0.0500 per therm derived by dividing the over-recovery by the throughput
associated with the Residential, Small, and Medium Commercial and Industrial (“C&I”)

rate classes or 28,336,470 dths, and dividing this result by 10 to derive a $/therm factor.
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Pursuant to its DAC Provision, the Company operates under a Revenue Decoupling
Mechanism (RDM). The RDM provides for an annual reconciliation of actual base
revenue-per-customer by rate class against a benchmark revenue-per-customer. The
Company filed this reconciliation with the PUC on June 26, 2015, and it covers the
twelve month period of April 2014 through March 2015. Accordingly, as shown on
Schedule SLN-7, the RDA identifies an over-recovery of $14,181,587 and a credit RDA
factor of $0.0500 per therm derived by dividing the over-recovery by the throughput
associated with the Residential, Small, and Medium Commercial and Industrial (C&I)

rate classes or 28,336,470 dths, and dividing this result by 10 to derive a $/therm factor.
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by rate class to arrive at the over or under recovery of ISR Plan investment and O&M by
rate class in accordance with the Company’s DAC Provision. The Company then divided
the total under-recovery for each rate class by the forecasted throughput for each rate

class. Schedule SLLN-8 shows the ISR reconciliation factors per rate class.

Revenue Credit

Please explain the revenue credit included in thisfiling originating from the Rate
Case Settlement Agreement.

For the first time, the Company is including the revenue credit associated with a large
commercial and industrial company as specified in Article III, Section A.4 of the Rate
Case Settlement Agreement. Per the Rate Case Settlement Agreement, 50% of any
incremental revenues received will be credited back to customers through the
reconciliation of the DAC until the next base-rate proceeding. In Schedule SNL-9, the
Company details the distribution revenues which will be credited back to customers. The
Company included this credit as part of its Reconciliation Factor, as shown on SLN-10,

Page 1, Line 10.

DAC Reconciliation

Please describe the reconciliation component of the DAC.
The reconciliation component of the DAC allows for the reconciliation of the actual

amounts approved to be reflected in the DAC factors and revenue billed through the
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DAC, along with a true-up for those items requiring a forecast of their balances at
October 31 in order to calculate the DAC factors for November 1. In this filing, the
individual items that are being reconciled fall into one of three general groupings which
are rate class specific: — (i) those associated with the reconciliation of factors that are
related to all rate classes, (i1) those associated with the reconciliation of factors that are
specific to the Residential, Small, and Medium C&I rate classes, and (iii) those that are
associated with the reconciliation of factors related solely to the Large and Extra Large

rate classes.

A summary of the various items being reconciled is shown on Schedule SLN-10, Page 1,

Sections 1, 2, and 3.

Please describe the reconciliation component applicableto all rate classes.

The items applicable to all rate classes include those that are being reconciled on the
basis of the gas year, from November 2014 through October 2015. They include the: (1)
System Pressure reconciliation,’ (2) AGT reconciliation, (3) Environmental
reconciliation, (4) On-System Margin Credits reconciliation, (5) Pension reconciliation,

(6) PBOP reconciliation, and (7) prior reconciliation factors. Each component reconciles

* The System Pressure reconciliation has been calculated according to the DAC Settlement. 75.77% of the NGLNG
lease payment is assigned to the DAC, as well as the incremental costs from comparing the projected LNG usage to
actuals for November through March. The detailed schedule summarizing the derivation of the cost will be part of
the GCR filing on September 1, 2015.
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the amounts approved for recovery or refund and actual revenues through June 2015 and
forecasted revenue through October 2015.” In addition, a true-up amount representing
the difference between the forecasted balance and the actual balance as of October 31,
2014 is reflected in the reconciliation factor, as well as the interest on the AGT fund

balance as described earlier in my testimony.

The Company derives the reconciliation factor applicable to all rate classes by adding up
the 12-month balance ending October 2015 of $399,928, plus the 2014 true up amounts
of $51,817, the AGT interest of ($31,963) and the firm credit revenue amount of
($70,394) for a total of $349,388. The total is divided by the forecasted throughput for
the November 1, 2015 through October 31, 2016 period, or 39,897,042 dths. This result
is then divided by 10 to derive a $0.0008 per therm factor for the 12-month period
beginning November 1, 2015. A summary of the various items being reconciled which
are applicable to all rate classes is shown on Schedule SLN-10, Page 1, Section 1 while
the details are set forth in Pages 2-3 and 8. It is worth noting that the reconciliation factor
applicable to all rate classes will be added to the factor applicable to the Large and Extra
Large rate class customers’ reconciliation to derive two distinct reconciliation factors

among the two groups of customers.

> Factors reconciled based on the gas year can also include the ESM factor and AGT factor, when applicable.
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Please describe the reconciliation component applicable only to the Residential,
Small, and M edium Rate classes.

The reconciliation of the RDA balance through the RDA factors that are only applicable
to the Residential, Small, and Medium C&I customers results in a separate reconciliation
factor for this group of customers. This factor was derived by taking the RDM
reconciliation ending balance as of October 31, 2015, which represents an over-recovery
of the amount to be recovered through the RDA factor and RDA reconciliation factor of
$399,355 as shown in Schedule SLN-10, Page 5, Column (1), Line 28, and dividing that
total by the forecasted throughput for the Residential, Small, and Medium C&I customers
0f 28,336,470 dths. This factor was then divided by 10 to derive a credit factor of per

therm. The summary of this derivation is shown on Schedule SLN-10, Page 1, Section 2.

Please describe the reconciliation component applicable to the L arge and Extra-

L arge Rate classes.

The Large and Extra-Large reconciliation factor includes: (1) the prior reconciliation
factor applicable to the Large and Extra-Large rate classes, and (2) the reconciliation of
the base rate allowances that are subject to reconciliation in the DAC: AGT,
Environmental, and the LIAP for the April 2014 through March 2015 period. For
Residential, Small, and Medium C&I customers, the reconciliation of these base rate
allowances to billed revenue is done as part of the RDM reconciliation, where actual

revenue is reconciled to targets that include these base rate allowances. Therefore, the
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recoveries for the base rate components for AGT, Environmental, and LIAP only need to
be separately reconciled for the Large and Extra-Large rate classes, which are excluded

from the Company’s RDM.

The base rate reconciliation factors for these programs are calculated by dividing the total
annual base rate allowances approved by the PUC for each program by the total annual
forecasted firm throughput from the Company’s 2012 general rate case in Docket No.
4323. The Company then multiplies these base rate reconciliation factors by the
forecasted throughput for Large and Extra-Large rate classes from the Company’s 2012
general rate case in Docket No. 4323 to obtain the forecasted monthly revenues. The
forecasted monthly revenues are then compared to the actual revenues to derive the
annual over/under recoveries for the 12 months ending March 31, 2015 for each program.
The reconciliation of these four components for customers receiving delivery service on
the Large and Extra-Large rate classes only resulted in a reconciliation credit factor of
$0.0015 per therm. This factor was calculated by taking the ending balances of the base
rate allowances at the end of March 2015, which is a credit balance of ($196,185), and
adding to it the balance of the Reconciliation factor associated with the previous
reconciliation for these rate classes, which is an under recovery of $15,899, and dividing
the total amount by the forecasted throughput of 11,560,572 dths associated with the
Large and Extra-Large customers. This factor was then divided by 10 to derive a credit

factor of $0.0015 per therm. Finally, this credit factor was added to the Reconciliation
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factor applicable to all rate classes as described earlier in my testimony to derive a net
Reconciliation factor applicable to the Large and Extra-Large rate classes of ($0.0007)
per therm for the 12-month period beginning November 1, 2015. A summary of these
items is shown on Attachment SLN-10, Page 1, Section 3, while the details are set forth

in Page 3 Line 41 and Page 4.

The Company will be updating the ending balances with one more month of actual

revenue for each of these reconciliation items in its September Supplemental DAC filing.

The Company was asked to provide DAC reconciliations over the historical fiscal
year. Hasthe Company provided this?

Yes. In Schedule SLN-11, the Non-Base Rate components, the RDM, and the ISR
reconciliations are provided for the fiscal year ending March 31, 2015. Although these
rates are not designed over the period of the fiscal year, these schedules are provided for

information purposes.

Please describe the basis of the forecast utilized in the preliminary DAC.
The preliminary DAC factors are based on the current projected throughput of
39,897,042 dths for the November 1, 2015 to October 31, 2016 period. This forecast will

also be used in the Company’s Gas Cost Recovery filing.
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VI.

Bill Impacts

Isthe Company providing bill impactsin thisfiling?

No, the Company is not presenting bill impacts at this time. Since the System Pressure
and Pension and PBOP costs are not reflected in this filing, bill impact analysis at this
time provides limited information as to the overall impact of the change in the DAC
factors. Rather, the Company will submit bill impacts for the cumulative impact of all of

its proposed DAC factors with its September filing.

Doesthis conclude your testimony?

Yes.
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National Grid - Rl Gas
Summary of DAC Factors
Effective November 1, 2015

Section 1: DAC factor (not including annual ISR component) November 1, 2015 - October 31, 2016

Line
No.  Description Reference Amount Factor
Residential/ Small/
Medium C&1 Large/ X-Large
1 System Pressure (SP) SLN-2 $0 (TBD) $0.0000 $0.0000
2 Advanced Gas Technology Program (AGT) SLN-3 $0 $0.0000 $0.0000
3 Low Income Assistance Program (LIAP) $0 $0.0000 $0.0000
4 Environmental Response Cost Factor (ERCF) SLN-4 $519,872 $0.0013 $0.0013
5 Pension Adjustment Factor (PAF) SLN-5 $0 (TBD) $0.0000 $0.0000
6  On-System Margin Credits (MC) SLN-6 $133,185 $0.0003 $0.0003
7  Reconciliation Factor (R) SLN-10 $169,102 $0.0008 ($0.0007)
8  Service Quality Factor (SQP) $0 $0.0000 $0.0000
9  Earnings Sharing Mechanism (ESM) $0 $0.0000 $0.0000
10 Subtotal Sum ( [1]:[9]) $822,159 $0.0024 $0.0009
11 Uncollectible Percentage Dkt 4323 3.18% 3.18% 3.18%
12 DAC factors grossed up for uncollectible [10]/(1-[11]) $849,163 $0.0024 $0.0009 per therm
13 Revenue Decoupling Adjustment (RDA) SLN-7 ($14,181,587) ($0.0500) $0.0000
14 Revenue Decoupling Adjustment Reconciliation SLN-10 $399,355 $0.0014 $0.0000
15 DAC factor [12]+H13]+[14]  ($12,933,069) ($0.0462) $0.0009 per therm
Section 2: DAC factorsincluding annual ISR component
ISR Reconciliation w/o Uncollectible Base DAC DAC Compone:t November 1, 2015
uncollectible' Perv:entage2 ISR Reconciliation* Componem"‘3 Subtotal Rates ISR Componem"‘4 DAC Rates*
Line (therms) (therms) (therms) (therms) (therms) (therms)
No. (A) (B) ©) =(A) +B) D) (E) = (©O+D)
16 Res-NH $0.0482 3.18% $0.0497 ($0.0462) $0.0035 $0.0791 $0.0826
17 Res-NH-LI $0.0482 3.18% $0.0497 ($0.0462) $0.0035 $0.0791 $0.0826
18 Res-H $0.0284 3.18% $0.0293 ($0.0462) ($0.0169) $0.0531 $0.0362
19 Res-H-LI $0.0284 3.18% $0.0293 ($0.0462) ($0.0169) $0.0531 $0.0362
20 Small $0.0249 3.18% $0.0257 ($0.0462) ($0.0205) $0.0522 $0.0317
21 Medium $0.0183 3.18% $0.0189 ($0.0462) ($0.0273) $0.0425 $0.0152
22 Large LL $0.0176 3.18% $0.0182 $0.0009 $0.0191 $0.0335 $0.0526
23 Large HL $0.0171 3.18% $0.0176 $0.0009 $0.0185 $0.0329 $0.0514
24 | XL-LL $0.0053 3.18% $0.0055 $0.0009 $0.0064 $0.0130 $0.0194
25 XL-HL $0.0049 3.18% $0.0051 $0.0009 $0.0060 $0.0128 $0.0188

1

*FactorsInclude Uncollectible Allowance

SLN-8

2 Per Docket No. 4323

3 Section 1, Line 15

4

FY 16 ISR component per Docket 4540
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National Grid - Rl Gas
AGT Factor
Effective November 1, 2015
Line No. Description

1 AGT collected through DAC $0

2 Firm Throughput 39,897,042 dth

3 AGT Factor $0.0000 per dth

4 AGT Factor $0.0000 per therm

2 Company Forecast
3 Line (1) / Line (2)
4 Line (3) / 10, truncated to 4 decimal places
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Environmental Response Cost Factor



Line

—_—
TS 00N A WN—

13
14
15
16
17
18

National Grid - Rl Gas

Environmental Response Cost (ERC) Factor

Effective November 1, 2015

Description

Amortization of Pre-FY2005 expenses
Amortization of FY2005 expenses
Amortization of FY2006 expenses - year 10 of 10
Amortization of FY2007 expenses - year 9 of 10
Amortization of FY2008 expenses - year 8 of 10
Amortization of FY2009 expenses - year 7 of 10
Amortization of FY2010 expenses - year 6 of 10
Amortization of FY2011 expenses - year 5 of 10
Amortization of FY2012 expenses - year 4 of 10
Amortization of FY2013 expenses - year 3 of 10
Amortization of FY2014 expenses - year 2 of 10
Amortization of FY2015 expenses - year 1 of 10

Base Rate Environmental Cost Allowance

Cost in excess of Allowance

Firm Throughput

Environmental Response Cost Factor per dekatherm

Environmental Response Cost Factor per therm

Sum of Lines (1) to (12)

Docket No. 3401

Line (13) - Line (14)

Company Forecast

Line (15) / Line (16)

Line (17) / 10, truncated to 4 decimal places

Column / Line

ColL,Ln9
ColL,Ln 12
ColL,Ln 15
ColL,Ln 18
Col L, Ln 21
ColL,Ln24
Col L, Ln 27
Col L, Ln 30
ColL,Ln 33
ColL,Ln 36
ColL,Ln 39
ColL,Ln42

Subtotal

The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4573

Schedule SLN-4

Page 1 of 4

Amount

$0
$0
$43,602
(875,829)
($4,575)
$96,575
$208,826
$452,295
$558,394
$136,852
$300,824
$112,908
$1,829,872

$1,310,000

$519,872

39,897,042 dths

$0.0130 per dth

| $0.0013 per therm |
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National Grid - Rl Gas

The Narragansett Electric Company

d/b/a National Grid

RIPUC Docket No. 4573

Schedule SLN-4

Page 4 of 4

Environmental Response Cost (ERC) Factor

Environmental Expenses
907 & 908 Allens Avenue

PCB Reg Pipe Abandon.
Petroleum Site

18 & 21 Holders COR
Canal Street, Westerly

Site Inv Connell Hwy Newp
Westerly Soil Investigation
Contaminated Regulators
Mendon Road

Tidewater

Hamlet

Thames & Wellington
Misc MGP (NEG)
Insurance Recovery

East Providence (First Ave) Holder

Sub-Total

Insurance Recovery/Settlement

Line No.
1
2
3 307
4 379
5 700
6 161
7 178
8 144
9 171
10 781
11 782
12 783
13 -
14 -
15 -
16 -
17
18
19 910
20

Net FY 2015 Environmental Response Costs

Environmental Insurance Settlement

ERC FY 2015 Detail

Total Costs at

Total Costs at

3/31/2014 FY 2015 Costs 3/31/2015
@ (b) (©=(a)+(b)
$20,083,438 $364,451 $20,447,889

$965,679 $214,811 $1,180,491
$7,808,028 $92,729 $7,900,756
$2,776,743 $0 $2,776,743
$29,133 $0 $29,133
$44,092 $0 $44,092
$82,184 $0 $82,184
$3,029,919 $43,342 $3,073,261
$121,355 $0 $121,355
$1,344,256 $36,179 $1,380,435
$113,072 $8,183 $121,255
$5,311,947 $200,544 $5,512,490
$295,740 $42,960 $338,700
$1,191,882 $53,634 $1,245,516
$198,639 $72,248 $270,887
$43,396,107 $1,129,080 $44,525,187

$0

$1,129,080

4 The March 31, 2014 end balance will not match Schedule YC-4 in either the August 1 or August 29 filing in Docket
No. 4514 since the Company had not yet realized a $1.4M credit that occurred in the FY 14 period. However, it was
updated in the rebuttal filing in Docket No. 4514 in Schedule YC-4R, page 4.

17 Lines (2) through (16)
20 Line (17), col (b) + Line (19)
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DISTRIBUTION ADJUSTMENT CHARGE FILING

WITNESS: SUHILA NOURI NUTILE

Schedule SLN-5
Pensions and Postretirement Benefits Factor



The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4573

Schedule SLN-5

Page 1 of 1

This page is intentionally left blank.



Schedule
SLN-6



THE NARRAGANSETT ELECTRIC COMPANY
d/b/aNATIONAL GRID
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The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4573

Schedule SLN-6

Page 1 of 6
National Grid - Rl Gas
On-System Margin Factor
Effective November 1, 2015
Line No.

1 Threshold $1,523,876
2 Total Non-firm margin $1,390,691
3 Margin below the Threshold $133,185
4 Firm Throughput 39,897,042 dth
5  On-System Margin Credit per dth $0.0030 per dth
6  On-System Margin Credit per therm | $0.0003 per therm |

1 Page 3, Col (g), Ln 4

2 Page 2, Col (m), Ln 5

3 Line (1) - Line (2)

4 Company forecast

5 Line (3) / Line (4)

6 Line (5) / 10, truncated to 4 decimal places
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The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4573

Schedule SLN-6

Page 3 of 6

National Grid - RI Gas
On-System Margin Threshold Adjustment

Customers moving from Non-firm to Firm service per Settlement Agreement of Docket No. 4323

Line No. (a) (b) (c) (d)
Assigned # Test year usage for Distribution rate Calculated annual
Nov 2011-Mar 2011  approved in Dkt 4323 margin
(therm) (per therm)
(®) * ()
April 2014 - March 2015

1 5 263,379 $0.0733 $19,306
2 15 671,609 $0.0912 $61,251
3 Total $80,556

Calculation of Adjustment to On-System Margin Threshold Approved in Docket No. 4323

© ® ©
Annual Adjustment to Adjusted Annual
Non-firm Threshold Non-firm Threshold Non-firm Threshold
per Dkt 4514
(d), line 3 (e) - ()
4 $1,604,433 $80,556 $1,523,876

Column (e), Line 4, per Docket No. 4514, YC-6S, page 3, Line 11.
Column (b), Customers 5 and 15 transferred to firm service as of November 2014.
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THE NARRAGANSETT ELECTRIC COMPANY
d/b/aNATIONAL GRID

RIPUC DOCKET NO. 4573
DISTRIBUTION ADJUSTMENT CHARGE FILING

WITNESS: SUHILA NOURI NUTILE

Schedule SLN-7
Revenue Decoupling Adjustment Factor



The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4573

Schedule SLN-7

Page 1 of 1
National Grid - Rl Gas
RDM Factor
Effective November 1, 2015
Line No. Description
1 RDM Reconciliation ($14,181,587)
2 Throughput for Residential/Small/Medium C&I 28,336,470 dth
3 RDM Factor - per dth ($0.5000) per dth
4 RDM Factor - per therm | ($0.0500) per therm |

1 RDM filing, SLN-1, Page 1.

2 Company Forecast

3 Line (1) / Line (2)

4 Line (3) / 10, truncated to 4 decimal places
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The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4573

Schedule SLN-8

Page 1 of 2
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THE NARRAGANSETT ELECTRIC COMPANY
d/b/aNATIONAL GRID

RIPUC DOCKET NO. 4573
DISTRIBUTION ADJUSTMENT CHARGE FILING

WITNESS: SUHILA NOURI NUTILE

Schedule SLN-9
Firm Revenue Credit Factor



The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4573

Schedule SLN-9

Page 1 of 1
Revenue Credit per Docket 4323
FY 2015
Distribution Charges
Line Month Bill Customer  Distribution  Demand 50%
No. Applies Therms Charge Charge Charge Total  Credit
(a) (b) ©) (d) (e) ) (8
1 Mar-2015 627,791 $425 $16,071 $761  $17,258 $8,629
2 Feb-2015 520,794 $425 $13,332 $761  $14,519 $7,259
3 Jan-2015 631,707 $425 $16,172 $761  $17,358 $8,679
4 Dec-2014 644,876 $425 $16,509 $761  $17,695 $8,848
5  Nov-2014 649,686 $425 $16,632 $761  $17,818 $8,909
6 Oct-2014 654,670 $425 $16,760 $765  $17,949 $8,975
7 Sep-2014 641,827 $425 $16,431 $765  $17,621 $8,810
8  Aug-2014 589,568 $425 $15,093 $761  $16,279 $8,140
9 Jul-2014 77,964 $425 $1,996 $765 $3,186 $1,593
10 Jun-2014 - $425 $0 $0 $425 $213
11 May-2014 - $425 $0 $0 $425 $213
12 Apr-2014 - $255 $0 $0 $255 $128
13 Total 5,038,883 $4,930 $128,995 $6,862 $140,787  $70,394

Lines 1-12 Columns (a) through (e): Data provided from the Company's billing system.
Col (g) As noted in the Settlement Agreement in Docket No. 4323, Article III, Section A.4,
50% of distribution revenue will be credited back to customers.
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The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4573

Schedule SLN-10

Page 1 of 8

National Grid - Rl Gas
Reconciliation Factor effective November 1, 2015

Section 1: Reconciliation of Prior Year DAC Factors (All Rate Classes)

Line Ending Balance

No. Description Schedule Page# 9 Period
1 System Pressure Page 2, line 9 $418,910 Based on Nov 14-Oct 15
2 AGT Factor Page 2, line 17 $85,741 Based on Apr 14 - Mar 15
3 Environmental - DAC Page 2, line 25 ($40,192) Based on Nov 14-Oct 15
4 On-System Margin Credits Page 3, line 49 $27,805 Based on Nov 14-Oct 15
5 Pension Page 3, line 57 ($31,838) Based on Nov 14-Oct 15
6 PBOP Page 3, line 65 $134,269 Based on Nov 14-Oct 15
7 Previous Reconciliation Factor Page 2, line 33 ($194,767) Based on Nov 14-Oct 15
8 True-up October 14 Page 8, line 22 $51,817 Based on Actual Oct 14 vs. Oct 14 Forecast
9 AGT Interest on Fund balance SLN-3, page 2, line 15, col (m) ($31,963) Based on Apr 14 - Mar 15
10 Revenue Credit per Docket 4323 SLN-9, line 13, col (g) ($70,394)
11 Sub Total Sum ( [1]: [10]) $349,388
12 Firm Throughput Nov 2015 - Oct 2016 39,897,042 dth
13 Reconciliation Factor Line (11) / Line (12) $0.0087 per dth
14 Reconciliation Factor Line (13)/ 10, truncated to 4 decimal places $0.0008 per therm

Section 2: Revenue Decoupling M echanism Reconciliation

Line .

No. Description Schedule Page # Ending Balance Period
15 RDA Reconciliation Page 5, line 13 $373,072 Based on Nov 14-Oct 15
16 RDM Recon Reconciliation Page 5, line 27 $26,283 Based on Nov 14-Oct 15
17 Sub Total Line (15) + Line (16) $399,355
18 Firm Throughput, Residential, Small & Medium C&I Nov 2015 - Oct 2016 28,336,470 dth
19 RDA Reconciliation Factor Line (17) / Line (18) $0.0140 per dth

20 RDA Reconciliation Factor Line (19) / 10, truncated to 4 decimal places $0.0014 per therm

Section 3: Reconciliation of Prior year DAC Factors(Large & X-Large Only)

Line .

No. Description Schedule Page # Ending Balance Period

21 AGT Factor - Base Rates Page 4, line 18 ($17,319) Based on Apr 14 - Mar 15
22 LIAP Factor - Base Rates Page 4, line 30 ($103,160) Based on Apr 14 - Mar 15
23 Environmental - Base Rates Page 4, line 41 ($75,707) Based on Apr 14 - Mar 15
24 Previous Reconciliation Factor Page 3, line 41 $15,899 Based on Nov 14 - Oct 15
25 Sub Total Sum ( [21]:[24]) ($180,286)

26 Firm Throughput, Large and Extra Large C&I Nov 2015 - Oct 2016 11,560,572 dth

27 L/ XL Reconciliation Factor Line (25) / Line (26) ($0.0155) per dth

28 L / XL Reconciliation Factor' Line (27) / 10, truncated to 4 decimal places ($0.0015) per therm

1 This rate will be combined with the Reconciliation factor of $0.0008 per therm for an overall Large and Extra Large Reconciliation factor of ($0.0007) per therm
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National Grid - Rl Gas
Non-Base Rate/ Gas Year Reconciling Components

The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4573

Schedule SLN-10

Page 8 of 8

October 31, 2014 Ending Deferred Balances

Line No. Description Forecast' Actual Variance
(a) (b) (¢)=(b)-(a)
1 System Pressure $1,112,751 $1,114,319 $1,568
2 Environmental - DAC $56,327 $56,369 $42
3 Previous Reconciliation Factor - Applicable to All ($26,335) ($24,643) $1,692
4 Previous Reconciliation Factor - Large & Extra Large ($12,812) ($12,583) $230
5 On-System Margin Credits $7,483 $6,988 ($495)
6  Pension (897,663) (895,804) $1,859
7 PBOP $721 ($146) ($867)
8 RDM
9 RDA Reconciliation ($721,102) ($677,451) $43,651
10 RDM Recon Reconciliation ($32.972) ($28.918) $4.054
1 ($754,074)  ($706,369) $47,705
12 ISR Recon
13 Residential Non-Heating $44,157 $43,989 ($168)
14 Residential Heating ($25,379) ($25,379) $0
15 Small C&I ($3,250) ($2,419) $832
16 Medium C&I ($1,599) ($1,379) $220
17 Large Low Load C&I $495 $502 $7
18 Large High Load C&I $1,091 $700 ($391)
19 Extra Large Low Load C&I ($5,045) ($5,770) ($724)
20 Extra Large High Load C&I ($1.938) ($1.631) $308
21 $8,532 $8,614 $83
22 Total $294,928 $346,745 $51,817

'Docket 4514, YC-7S, Pages 2-4, 6-8 filed on August 29, 2014.

2 See SLN-11, Page 1, Line 21
3 See SLN-11, Page 1, Line 33
4 See SLN-11, Page 2, Line 45
5 See SLN-11, Page 2, Line 57
6 See SLN-11, Page 2, Line 69
7 See SLN-11, Page 2, Line 81

8 See SLN-11, Page 3, Lines 9 and 28

12 See SLN-11, Page 4-5, Lines 2, 14, 26, 38, 50, 62, 74, 86

22 Net owed to Company, sum[Lines(1:7)] + Line 11 + Line 21
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