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August 1, 2017

BY HAND DELIVERY AND ELECTRONIC MAIL

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

Warwick, Rl 02888

RE: National Grid’s Electric Pension Adjustment Factor Filing
For the Twelve-Month Period Ending March 31, 2017
Docket No.

Dear Ms. Massaro:

On behalf of National Grid,* I have enclosed the Company’s proposed Pension and
Postretirement Benefits Other than Pensions (PBOP) Adjustment Factor (PAF) and annual
pension and PBOP reconciliation for the 12-month period ending March 31, 2017. This filing is
submitted pursuant to the Company’s Pension Adjustment Mechanism Provision (Pension
Provision), R.I1.P.U.C. No. 2119, which the Rhode Island Public Utilities Commission approved
in Docket No. 4323. The Pension Provision allows for the recovery or refund of the prior year’s
reconciliation of the Company’s actual pension and PBOP expenses to the Company’s pension
and PBOP allowances included in base rates.

This filing includes the pre-filed direct testimony and schedules of William R. Richer in
support of the proposed PAF. In his testimony, Mr. Richer describes the origin of the
Company’s PAF and provides the calculation of the reconciliation of pension and PBOP costs to
the allowance for recovery in base distribution rates. Mr. Richer’s testimony also presents the
Company’s proposed PAF as well as the associated the typical bill impacts. Finally, Mr. Richer
presents the status of the recovery of the pension and PBOP net under-recovery incurred during
the period ending March 31, 2016 which is being recovered through the currently effective PAF.

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

40 Sylvan Road, Waltham, MA 02451
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Thank you for your attention to this filing. If you have any questions, please contact me
at 781-907-2121.

Very truly yours,

Raquel J. Webster

Enclosures

cc: Leo Wold, Esq.
Steve Scialabba, Division
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Introduction and Qualifications

Please state your full name and business address.
My name is William R. Richer and my business address is 40 Sylvan Road, Waltham,

Massachusetts 02451.

By whom are you employed and in what position?
| am the Director of Revenue Requirements, Rhode Island, for National Grid USA
Service Company, Inc. (Service Company). In this role, I provide services to the gas and

electric businesses of The Narragansett Electric Company (the Company).

Please describe your education and professional experience.

In 1985, | earned a Bachelor of Science degree in Accounting from Northeastern
University. During my academic term, | interned at the public accounting firm, Pannell
Kerr Forster in Boston, Massachusetts, as a staff auditor and continued with this firm
after my graduation. In February 1986, | joined Price Waterhouse in Providence, Rhode
Island, where | worked as a staff auditor and senior auditor. During this time, | became a
Certified Public Accountant in the State of Rhode Island. In June 1990, | joined National
Grid (then known as New England Electric System) in the Service Company (then known
as New England Power Service Company) as a supervisor of Plant Accounting. Since

that time, | have held various positions within the Service Company, including Manager
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of Financial Reporting, Principal Rate Department Analyst, Manager of General

Accounting, Director of Accounting Services, and Assistant Controller.

Have you previously testified before the Rhode Island Public Utilities Commission?

Yes. | have testified before the Rhode Island Public Utilities Commission (PUC) on

numMerous occasions.

Purpose of Testimony

What is the purpose of your testimony in this proceeding?

My testimony describes the origin of the Company’s Pension and Postretirement Benefits
Other than Pensions (PBOP) factor (PAF) and provides the calculation of the
reconciliation of pension and PBOP costs to the allowance for recovery in base
distribution rates as provided for in the Company’s Pension Adjustment Mechanism
Provision, R.I.P.U.C. No. 2119 (Pension Provision), including a correction to prior years’
PAF calculations. My testimony also presents the Company’s proposed PAF as well as
the associated typical bill impacts. In addition, my testimony presents the status of the
recovery of the pension and PBOP net under-recovery incurred during the period ending
March 31, 2017, which is being recovered through the currently effective PAF. Finally,
my testimony describes new pension/PBOP-related accounting requirements issued by
the Financial Accounting Standards Board (FASB) and the Company’s proposal for

addressing these accounting changes within the operation of the PAF.
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Are there any schedules to your testimony?
Yes, | am sponsoring the following schedules:

e Schedule WRR-1 - Pension and Post-Retirement Benefits Other Than Pension
(PBOP) Expense Reconciliation

e Schedule WRR-2 - Pension and Post-Retirement Benefits Other Than Pension
Adjustment Factor Calculation

e Schedule WRR-3 - Typical Bill Impacts

e Schedule WRR-4 - Pension and Post-Retirement Benefits Other Than Pension
Remaining Balance of FY2014 and FY2015 Deferrals

e Schedule WRR-5 - Pension and Post-Retirement Benefits Other Than Pension
Remaining Balance of FY 2016 Deferrals

e Schedule WRR-6 - Prior Period IFA-Related Pension/PBOP Adjustments, including
Interest

Pension and PBOP Expense Reconciliation

What is the genesis of the Pension Adjustment Mechanism?

The PUC approved the PAF for the Company’s electric distribution operations in the
Company’s 2012 base distribution rate case in Docket No. 4323, Order No. 21011 (2012
Rate Case). The electric PAF is similar to the mechanism that is in effect for the
Company’s gas operations. On an annual basis, the Company reconciles its actual
pension and PBOP expenses against the associated allowance in base distribution rates as
determined in the most recent base distribution rate case (in this case, the Company’s
2012 Rate Case) through this mechanism, which is provided for under the Company’s

Pension Provision. Any difference between the pension and PBOP expenses and the
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associated allowance, either positive or negative, is reflected in rates assessed to the

Company’s electric customers through the PAF.

Generally, how does the reconciliation of pension and PBOP expense operate?

The PAF is based on the difference between the Company’s actual pension and PBOP
expense for the prior twelve-month period ended March 31 and the allowance included in
base distribution rates. In addition, the Company will contribute to the pension and
PBOP plans at the “Minimum Funding Obligation” level. The Minimum Funding
Obligation level is equal to the amount billed to customers plus the amounts of
capitalized pension and PBOP costs. The amount billed to customers includes: (1) the
pension and PBOP allowance in base distribution rates, and (2) plus or minus the amount
billed or credited to customers through the PAF. If the Company does not fund its
pension and PBOP plans at the Minimum Funding Obligation level, the Company will
pay a carrying charge to customers at the weighted average cost of capital. This payment
would be applied to the cumulative five-quarter average shortfall between the Minimum
Funding Obligation level and amounts the Company contributes to the pension and PBOP

plans, plus amounts paid to the Service Company for allocated pension and PBOP costs.

Has the Company performed this reconciliation for the period ending March 20177?

Yes. This reconciliation is included as Schedule WRR-1.
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What is the result of the Company’s reconciliation?

The Company’s reconciliation reflects that it has under-recovered pension expense and
over-recovered PBOP expenses for the twelve months ending March 2017 in the amounts
of $2,259,018 and ($9,541), respectively. In addition, the pension liability was under-
funded during this time and, therefore, has a carrying charge of $118,658, as reflected in
the reconciliation. The PBOP liability was under-funded during this time and has a

carrying charge of $159,992.

What is the correction being made in this filing that you referred to previously in
your testimony?

The Company’s affiliate, New England Power Company (NEP) operates National Grid’s
Rhode Island transmission system. However, pursuant to Rhode Island law, utility assets
in the state, including transmission investment, must be owned by a Rhode Island
corporation, and, consequently all transmission assets are owned by the Company. NEP
is a Massachusetts corporation. NEP compensates the Company for the use of these
transmission assets through a Federal Energy Regulatory Commission (FERC)-approved
Integrated Facilities Agreement (IFA). Pursuant to the IFA, NEP provides the Company
with a bill credit for NEP’s use of Company-owned transmission assets. This bill credit
includes a return on the Company’s net investment in the transmission system as well as
transmission-related operating costs, depreciation expense, municipal taxes, and other

taxes in accordance with FERC-approved formula rate calculations. Among the
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operating costs that the Company recovers from NEP through the IFA are pension and
PBOP costs. The Company discovered that it had not been reflecting a reduction in the
PAF for the amount of pension and PBOP costs being recovered through the IFA since
the PAF became effective on February 1, 2013 through March 31, 2016. Total pension
and PBOP costs credited to the Company by NEP through the IFA bill credit were
$4,537,298 and $3,439,509, respectively, from February 1, 2013 through March 31,
2016. The Company is providing a credit to customers in its FY 2017 PAF of $4,668,585
and $3,589,491 (including interest) for IFA-related pension and PBOP recoveries,
respectively, as shown in the calculation of the PAF on Line 5 of Schedule WRR-2. The
calculation of interest is provided on Schedule WRR-6 utilizing the rate of interest paid

on customer deposits.

How is the Company reflecting IFA pension and PBOP bill credits in the FY 2017
PAF for the period subsequent to March 31, 20167

The FY 2017 IFA recovery is being reflected as a credit in the derivation of current year
pension and PBOP expense on Pages 1 and 2, respectively, of Schedule WRR-1. Line 9
of Schedule WRR-1, Page 1 reflects FY 2017 Pension IFA recovery of ($1,192,915).
Line 9 of Schedule WRR-1, Page 2 reflects FY 2017 PBOP IFA recovery of

($1,126,563).
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Pension and PBOP Adjustment Factor

What is the Company’s proposed PAF to be effective on October 1, 2017 and how is
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The proposed PAF is calculated on Schedule WRR-2. The net over-recovery of
($6,188,260) on Line 6 plus the interest on the net over-recovery of ($114,940) during
the recovery period on Line 7 is divided by the forecasted kWhs during the recovery
period (October 1, 2017 through September 30, 2018) on Line 9, resulting in a credit

factor of ($0.00085) per kWh on Line 10.

Why is the Company proposing a uniform per kWh PAF?
Pursuant to the Pension Provision, the PAF shall be a uniform per kilowatt-hour factor

based on the estimated kilowatt-hours to its retail delivery customers.

Is the Company providing a typical bill analysis to illustrate the impact of the
proposed rates on each of the Company’s rate classes?

Yes. The typical bill analysis illustrating the monthly bill impact of the proposed rate
changes for each rate class is provided in Schedule WRR-3. The impact of the proposed
PAF on a typical residential customer receiving Standard Offer Service and using 500

kWhs per month is a decrease of $0.91, or approximately 1.0% from $89.06 to $88.15.
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Has the Company included a status of the recovery of the pension and PBOP net
under-recovery incurred during the period ending March 31, 2015 that the
Company is recovering through the PAF previously in effect during the eleven
months ending September 30, 20167

Yes. Page 1 of Schedule WRR-4 shows the status of the pension related under-recovery
incurred during the period ending March 31, 2015. The beginning under-recovery
balance of $623,723 reflects the under-recovery balance at the end of FY 2014. The
adjustment in April 2015 of $1,244,165 reflects the under-recovery balance for FY 2015.
Page 2 of Schedule WRR-4 shows the status of the PBOP-related over-recovery incurred
during the period ending March 31, 2015. The beginning over-recovery balance of
$503,518 reflects the over-recovery balance at the end of FY 2014. The adjustment in
April 2015 of $472,489 reflects the over-recovery balance for FY 2015. The net of the
pension and PBOP balances was recovered through the PAF implemented on

November 1, 2015, as approved by the PUC in Docket 4518. At March 31, 2017,
$221,136 of deferred pension costs remained to be recovered, while ($123,400) of
deferred PBOP costs remain to be credited to customers, or a net amount to be recovered
of $97,736, which is reflected in the current year’s proposed PAF on Line 4 of Schedule

WRR-2.
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Has the Company included a status of the recovery of the pension and PBOP under-
recovery incurred during the period ending March 31, 2016 that the Company is
recovering through the PAF currently in effect during the twelve months ending
September 30, 20177?

Yes. Page 1 of Schedule WRR-5 shows the status of the pension related under-recovery
incurred during the twelve months ending March 31, 2016. The beginning under-
recovery balance of $5,665,396 reflects the under-recovery balance at the end of FY
2016. Page 2 of Schedule WRR-5 shows the status of the PBOP related under-recovery
incurred during the twelve months ending March 31, 2016. The beginning under-
recovery balance of $1,450,222 reflects the under-recovery balance at the end of FY
2016. The net of the pension and PBOP balances is being recovered through the PAF
implemented on October 1, 2016 as approved by the PUC in Docket 4637. Through June
2017, $2.2 million of deferred pension costs remains to be recovered through September
2017, while $0.7 million of deferred PBOP costs remain to be recovered through
September 2017, or a net amount to be recovered of $2.9 million. The Company will
continue to apply the currently effective PAF factor through September 30, 2017,
including revenue from September 2017 kWh deliveries billed in October 2017. Any
balance remaining at that time, positive or negative, will be reflected in next year’s

proposed PAF.
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Is the Company providing a proposed Summary of Retail Delivery Rates, Tariff No.
2095, reflecting the reconciling factors proposed in this filing?

Not at this time. The Company has also filed with the PUC for review and approval its
proposed Infrastructure, Safety and Reliability (ISR) CapEx and Operation and
Maintenance (O&M) reconciling factors for effect on October 1, 2017. The Company
has also submitted a Renewable Energy (RE) Growth Factor Filing, with proposed
factors also for effect on October 1, 2017. The Company will file a Summary of Retail
Delivery Rates reflecting all rate changes proposed for October 1, 2017 in compliance
with the PUC’s orders in this proceeding and in the ISR reconciliation and RE Growth

proceedings.

Proposed Treatment of New Accounting Rules on the Operation of the PAF

What are the new FASB accounting rules for pensions and PBOPs?

In March 2017, the FASB amended Accounting Standards Codification Topic 715 (ASC
715), which outlines specific accounting treatment for compensation and retirement
benefits. Pension and PBOP costs can be summarized into two components: (1) service
costs, which are the estimated benefits earned by employees through active service; and
(2) non-service costs, which include interest cost, expected returns on the assets in the
plans, and amortization of prior service costs and actuarial gains and losses. Prior to the
amendment, both service costs and non-service costs were eligible for capitalization.

However, after the amendment, only service costs will be eligible for capitalization. All
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non-service costs must be treated as Operation and Maintenance (O&M) expense. The
other main provision of the FASB update is for the non-service cost component to be
presented as a line item on the income statement after operating income. However, this
requirement is for presentation in financial statements under generally accepted
accounting principles (GAAP) and not for financial statements that are filed with
regulatory commissions. The FERC’s Uniform System of Accounts requires pension
and PBOP costs to be recorded in Account 926, “Employee pensions and benefits,”
which is an O&M expense account that is reported before operating income on the

income statement.

When will the FASB’s changes be adopted by National Grid?

The FASB’s new accounting rules are required to be implemented in the fiscal year
following December 15, 2017 for public companies that file financial statements with the
Securities Exchange Commission (SEC). National Grid’s U.S. operating companies are
not public companies and do not file financial statements with the SEC. Therefore,
National Grid’s U.S. operating companies would be required to adopt the new accounting
rules no later than the fiscal year following December 15, 2018. For the Company, this
would be April 1, 2019, which is the start of its Fiscal Year 2020. However, non-public
companies could choose to adopt these rules earlier consistent with the timing of public

SEC registrant companies. For the Company, this would result in implementation
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beginning April 1, 2018, which is the start of its Fiscal Year 2019. The Company has not

decided yet whether to adopt these new rules on April 1, 2018 or April 1, 20109.

Why is the Company bringing the matter to the PUC before it decides when it will
adopt the new accounting rules?

The Company needs to understand all of the implications of the new accounting rules,
including how the regulatory commissions in each of its jurisdictions will treat the

changes before it can decide when to implement the rules.

Does the Company have a recommendation for the PUC regarding the changes to
the FASB’s accounting rules?
Yes. The Company proposes that the PAF continue to operate unchanged. The reasons

are explained later in my testimony.

You described the non-service cost component of pension and PBOP costs above,
but can you elaborate further?

Certainly. As mentioned earlier in my testimony, non-service cost includes interest cost,
return on assets, and amortizations. The projected pension and PBOP benefit obligations
are discounted to their net present values. Interest cost is the result of the increase in the
projected benefit obligation as a result of the passage of time. The return on assets is an

annual projection of the long-term growth of the investments in the pension and PBOP
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plans. Although the interest cost component is an increase to expense, the return on
assets component is always a reduction to expense. The amortization component of non-
service costs includes the amortization of prior service costs and the amortization of
actuarial gains and losses. Prior service costs are the result of plan amendments made
periodically to the pension or PBOP plans. Plan amendments can result in increases or
decreases to the benefit obligation. These increases or decreases are amortized into
pension or PBOP expense over the average remaining service lives of the plan
participants and can generate an increase to expense or a reduction to expense. Actuarial
gains and losses are the result of differences between assumptions that are used to
calculate pension and PBOP expense as compared to actual results. There are many
assumptions that go into the determination of pension and PBOP cost, including, but not
limited to, the interest rate used to discount the benefit obligation, the estimated return on
plan assets, the estimated duration of employment of participants in the plan, the life
expectancy of the active and retired plan participants, inflation, and other assumptions.
An assumption that is unique to PBOP cost is the estimated trend in the increase in
healthcare costs, which generally exceed the pace of inflation. Actuarial gains or losses
are effectively a true up of costs calculated based on the many assumptions | just
described, to actual results. Gains result when actual costs are lower than was expected,
and losses are generated when actual costs are higher than the assumed levels. Just like
prior service costs, actuarial gains and losses are amortized over average service lives and

can also be an increase to expense or a decrease to expense.
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So, unlike service costs, which are always a positive cost, non-service costs can be a net
positive cost in any particular year, or non-service costs can be a net negative cost in a
year. Net negative costs are akin to positive income. Pension and PBOP costs,
specifically the non-service cost component, are volatile costs and are generally outside
of the control of the Company. The PUC recognized this when it approved the
establishment of the PAF. The existence of the PAF is the direct the result of the

volatility caused by the non-service cost component of pension and PBOP expense.

How does the Company propose to treat the PAF in light of the changes to the FASB
accounting rules?

The Company proposes that the PAF continue to operate unchanged. Non-service costs
have always been included in the PAF, but only the non-capitalized component of non-
service costs. In this filing, the Company proposes to continue to include non-service
costs charged to O&M expense in the PAF, including the portion that can no longer be
capitalized when the new accounting rules are adopted. In other words, the Company
proposes that all non-service costs charged to O&M expense be included in the costs
reconciled to the pension and PBOP costs being recovered in base rates as the

reconciliation was designed and approved to operate.

What other option does the PUC have other than to approve the Company’s

proposal?



10

11

12

13

14

15

16

17

18

19

20

THE NARRAGANSETT ELECTRIC COMPANY
d/b/a NATIONAL GRID
RIPUC DOCKET NO.
ELECTRIC PENSION ADJUSTMENT MECHANISM FILING
WITNESS: WILLIAM R. RICHER
AUGUST 1, 2017
PAGE 15 OF 18

Pension and PBOP costs have always been allowed to be recovered from customers in
one form another, either as an O&M expense in base rates or recovered as a component
of capitalized constructed assets. Since a portion of the non-service component of
pension and PBOP costs has always been allowed to be recovered as part of the cost of
constructed assets, the PUC could require the Company to not adopt the FASB’s
accounting standards change when filing its financial statements to the PUC, and

continue to capitalize a portion of non-service costs as it always has.

Would it be advisable for the PUC to take this approach? If not, what are the
implications of not adopting the FASB accounting update?

No, the Company does not believe this is the best approach to take. The Company cannot
avoid adopting the FASB accounting changes for its U.S. GAAP financial statements that
it files with its debt holders. The Company must always follow U.S. GAAP reporting
requirements. The Company’s financial statements that are filed with the PUC, while in
a different format than the financial statements filed with its debt holders, have always
been based on U.S. GAAP. Thus, a decision by the PUC to reject the FASB accounting
change for financial statements that the Company files with the PUC would be
unprecedented. It would also require the Company to maintain one set of books for U.S.

GAAP reporting and a separate set of books for reporting to the PUC.
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What are the consequences if the PUC were to require the Company to reject the
FASB update and continue to require the Company to capitalize a portion of
pension and PBOP non-service costs?

If the PUC were to decline to adopt the provisions of the FASB update, a portion of the

non-service cost components of pension and PBOP costs would continue to be capitalized

for PUC reporting purposes, but such costs would be expensed for U.S. GAAP reporting.

Such treatment would result in a significant burden to the Company in a number of ways,

including the following:

a) The Company’s accounting systems would need to be modified significantly to
accommodate two separate capitalization approaches at a significant one-time cost.
Such modifications would require a software customization that would need to be
carried forward, adding significant costs to each future system upgrade or
replacement.

b) To ensure the accuracy of both parallel property accounting systems, additional
procedures and controls would need to be established, including the reconciliation of
amounts and balances between the two systems.

c) As previously noted, the complexities of divergent systems would result in significant
one-time costs as well as increased ongoing operating costs, all of which would
ultimately be borne by customers. The Company does not currently have an estimate
of these increased costs. However, costs associated with essentially doubling the

number of plant asset records would include the following costs: cost of additional
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personnel in Plant Accounting, General Accounting, Finance, Information Services,
and potentially other departments; increased computing costs associated with
increased processing time to close the books each month; and additional computer
hardware investment (e.g. among other things, servers and data storage medium).

d) The PUC’s adoption of the FASB update would avoid the potential for confusion for
those who read the Company’s financial statements if U.S. GAAP and PUC/FERC
reports were presented on different bases. Current differences between GAAP and
PUC/FERC reporting are relatively minor, but not adopting the FASB update would

create significant GAAP and PUC differences.

Furthermore, a general principle in rate making is to charge current customers for current
costs. The adoption of the FASB accounting changes will result in an earlier recognition
of the non-service costs components as compared to capitalization of those costs, which
would result if the FASB update had not been adopted. Therefore, the adoption of the
FASB accounting changes more closely aligns with general rate making principles. For
these reasons, the Company recommends that the PUC adopt the FASB accounting
changes and not make any changes to the existing pension and PBOP reconciliation
mechanism by allowing the Company to continue to include all non-service costs charged

to O&M in reconciled costs.
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1 VI. Conclusion
2 Q. Does this conclude your testimony?

3 A Yes.
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Narragansett Electric - Electric Operations
Pension Costs
12 Months Ended March 31, 2017
Line April 2016
No. thru March 2017
(@) Rate Allowance:
(2) National Grid - RI Electric Pension Costs Allowance’ $4,100,051
®3) National Grid - Service Company Allocated Pension Costs Allowance $3,623,508
(4) Total Pension Costs $7,723,559
(5) Expense Reconciliation:
(6) Current Year actual Pension Expense Direct $3,790,028
@) Current Year actual Service Company Allocated Pension Expense $7,213,776
(8) Current Year actual Affiliated Allocated Pension Expense $171,688
9) FY 2017 Pension Costs Recovered Through Integrated Facilities Agreement (IFA) ($1,192,915)
(10) Total Current Year Pension Expense $9,982,577
(11) Rate Allowance $7,723,559
(12) Current Year Pension Expense Reconciliation $2,259,018
(13) Funding Carrying Charge ($118,658)
Line Notes:

2) Docket No. 4323 Compliance Attachment 1 Schedule MDL-3-ELEC page 35 of 71 line 26 (k) less line 24 (k)
3) Docket No. 4323 Compliance Attachment 1 Schedule MDL-3-ELEC page 35 of 71 sum of lines 26 (1) thru 26 (n)
4) Line (2) + Line (3)
(6)-(9)  Per Company Books
(10) Sum of Line (6) through Line (9)
(11) Line (4)
(12) Line (10) - Line (11)
(13) =- Page 3 of 4 Line (19) (f)

! pension rate allowance for purposes of this reconciliation excludes the 10-year recovery of pension and PBOP costs from Docket No. 3617 of $2,511,132.

This recovery ended on December 31, 2013. The amount of amortization of these pension and PBOP costs is also excluded from the expense amount shown
on Line 6 above.



Line
No.
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4)

®)
(6)
@
®)
©)
(10)

(11
(12)

(13)

Narragansett Electric - Electric Operations
Post-Retirement Benefits Other Than Pension (PBOP) Costs
12 Months Ended March 31, 2017

Rate Allowance
National Grid - RI Electric PBOP Costs Allowance
National Grid - Service Company Allocated PBOP Costs Allowance
Total PBOP Costs

Expense Reconciliation
Current Year actual PBOP Expense Direct
Current Year actual Service Company Allocated PBOP Expense
Current Year actual Affiliated Allocated PBOP Expense
FY 2017 PBOP Costs Recovered Through IFA
Total Current Year PBOP Expense

Rate Allowance
Current Year PBOP Expense Reconciliation

Funding Carrying Charge

Line Notes:

@
©)
4)
(6)-(9)
(10)
(1)
(12)
(13)

Docket No. 4323 Compliance Attachment 1 Schedule MDL-3-ELEC page 34 of 71 line 1(e)
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April 2016
thru March 2017

$1,813,275
$1,728,301
$3,541,576

$2,063,811
$2,400,636
$194,151
_ (61126563
$3,532,035

$3,541,576
($9,541)

($159,992)

Docket No. 4323 Compliance Attachment 1 Schedule MDL-3-ELEC page 34 of 71 sum of lines 2(e) through 5(e)

Line (2) + Line (3)

Per Company Books

Sum of Line (6) through Line (9)
Line (4)

Line (10) - Line (11)

= - Page 4 of 4 Line (18) (f)
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Page 3 of 4
Narragansett Electric - Electric Operations
Pension Funding Carrying Charges-quarterly
12 Months Ended March 31, 2017
(® (b) (© (d) (®) ()

Customer Funding Dkt 4323 Mar-2016 Jun-2016 Sep-2016 Dec-2016 Mar-2017
Base Rate Recovery:

Direct $4,100,051 $1,025,013 $1,025,013 $1,025,013 $1,025,013 $1,025,013

Servco $3,623,508 $905,877 $905,877 $905,877 $905,877 $905,877

Recovery of Pension and PBOP per
R.I.P.U.C Docket No. 3617 $2,511,132 $0 $0 $0 $0 $0
PAM Surcharge Recovery: $466,972 $544,801 $544,801 $1,416,349 $1,416,349
Pension Capitalized Amount:

Direct $1,335,962 $942,009 $929,225 $946,207 $1,042,034

Servco/Other Affiliates $1,082,312 $968,869 $823,074 $804,495 $756,132
Total Customer Funding: $4,816,136 $4,386,569 $4,227,989 $5,097,940 $5,145,404
Company Contributions® Jun-2016 Sep-2016 Dec-2016 Mar-2017 Jun-2017

Pension $1,887,500 $1,887,500 $1,887,500 $1,887,500 $4,634,443
Service Company Allocated Costs $1,988,189 $1,874,746 $1,728,951 $1,710,372 $1,662,009
Total Contributions $3,875,689 $3,762,246 $3,616,451 $3,597,872 $6,296,452
Under/(Over) Funding $940,447 $624,322 $611,538 $1,500,069 ($1,151,048)
Cumulative Under/(Over) Funding ($10,398) $613,925 $1,225,463 $2,725,532 $1,574,484

Five Quarter Average

Base for Carrying Charge ( greater of line 22 or zero)
Pre-tax WACC

Carrying Charge

Company Contributions’-This amount represents dollars funded in the subsequent quarter

Docket No. 4323 Compliance Attachment 1 Schedule MDL-3-ELEC page 35 of 71 line (1) (e)
Line (2) (8) +12x 3

$1,225,801

$1,225,801
9.68%
$118,658

Docket No. 4323 Compliance Attachment 1 Schedule MDL-3-ELEC page 35 of 71 sum of lines (2) (e) thru (5) (e)

Line (3) (a) +12x 3
Docket No. 4323 Compliance Attachment 1 Schedule MDL-3-ELEC page 35 of 71 line (24) (p)
Docket No. 4518 Schedule WRR-1 Revised, page 1 of 4, Line (13) + 12 x 3

The electric pension PAM surcharge for the recovery period ended September 30, 2016 was $1,867,888 collected over an 11 month
period. The surcharge recoveries reflected in the prior year PAM reconciliation totaled $778,287, leaving a remaining surcharge of
$1,089,601 for the recovery period ended September 30, 2016. Half of this amount is reflected each of the quarters ended June 30,

2016 and September 30, 2016.

Docket No. 4637 Schedule WRR-1 Revised, page 1 of 4, Line (11) + 12 x 3
Per Company Books

Per Company Books

Sum of Line (2) through Line (8)

Per Company Books

Line (3) + Line (8)

Line (11) + Line (12)

Line (9) - line (13)

Current year line (14) plus prior year line (15)
Average of column (b) through column (f)

If line (16) is greater than zero, line (16) if not, zero
Docket No. 4323

Line (17) x line (18)
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Page 4 of 4
Narragansett Electric - Electric Operations
PBOP Funding - Carrying Charges-quarterly
12 Months Ended March 31, 2017
(@ (b) (©) (d) (e) ®
Customer Funding Dkt 4323 Mar-2016 Jun-2016 Sep-2016 Dec-2016 Mar-2017
Base Rate Recovery:
Direct $1,813,275 $453,319 $453,319 $453,319 $453,319 $453,319
Servco $1,728,301 $432,075 $432,075 $432,075 $432,075 $432,075
PAM Surcharge Recovery: ($244,002) ($284,669) ($284,669) $362,556 $362,556
PBOP Capitalized Amount:
Direct $486,038 $510,573 $503,643 $512,848 $564,786
Servco/Other Affiliates $426,659 $357,100 $330,087 $279,557 $289,700
Total Customer Funding: 1,554,089 1,468,398 1,434,456 2,040,354 2,102,435
Company Contributions Jun-2016 Sep-2015 Dec-2015 Mar-2016 Jun-2016
PBOP $562,500 $562,500 $562,500 $562,500 $3,000,000
ServCo/Other Affiliates Allocated Costs $858,734 $789,176 $762,162 $711,632 $721,775
$1,421,234 $1,351,676 $1,324,662 $1,274,132 $3,721,775
Under/(Over) Funding $132,855 $116,723 $109,794 $766,222 ($1,619,339)
Cumulative Funding Under/(Over) Funding $1,510,930 $1,627,652 $1,737,446 $2,503,668 $884,329
Five Quarter Average $1,652,805
Base for Carrying Charge ( greater of line 22 or zero) $1,652,805
Pre-tax WACC 9.68%
Carrying Charge $159,992

Company Contributions'-This amount represents dollars funded in the subsequent quarter

Docket No. 4323 Compliance Attachment 1 Schedule MDL-3-ELEC page 35 of 71 line (1) (e)

Line (2) (@) +12x 3

Docket No. 4323 Compliance Attachment 1 Schedule MDL-3-ELEC page 35 of 71 sum of lines (2) (e) thru (5) (e)

Line (3) () +12x 3

Docket No. 4518 Schedule WRR-1 Revised, page 2 of 4, Line (13) + 12 x 3

The electric PBOP PAM surcharge/(refund) for the recovery period ended September 30, 2016 was ($976,007) refunded over an 11 month
period. The refund reflected in the prior year PAM reconcil