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Corrections and Updates Testimony of Maureen Heaphy

Please state your name and business addr ess.
My name is Maureen P. Heaphy. My business address is One MetroTech

Center, Brooklyn, New York 11201.

Areyou the same M aureen Heaphy who previously submitted
prepared direct testimony as part of the Human Resour ces Panel
(“HRP”) in this proceeding?

Yes. I am.

What isthe purpose of your corrections and updates testimony?

The purpose of my corrections and updates testimony is to provide certain
corrections and updates to the direct testimony of the HRP. Specifically, I
will address the level of management and union vacancies at the end of the
Test Year ended December 31, 2011, as well as the projection of
vacancies to be filled between that date and the start of the Rate Year —
April 1,2013. I will also update the amount of variable pay included in
the Company’s revenue requirements in these proceedings and clarify the
Company’s variable pay proposal. Finally, I will provide an update to the
investment strategy employed for the Company’s pension plan assets and
discuss the impact of that strategy on the pension expense the Company

proposes to include in its revenue requirements for the Rate Year.
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Do you sponsor any exhibitsas part of your corrections and updates
testimony?

Yes. Isponsor Exhibit  (HRP-2CU), which was prepared under my
direction and supervision. This Exhibit corrects and updates the status of
the vacant management positions identified in the HRP’s direct testimony
as of December 31, 2011 and reflects the number of those vacant positions
filled as of July 1, 2012. Exhibit  (HRP-2CU) replaces Exhibit

(HRP-2) to the HRP’s direct testimony.

The HRP’ s direct testimony (at page 11) indicated that the Company
had 118 vacant management positions as of December 31, 2011 that
wer e expected to befilled by the start of the Rate Year. Hasthis
number of vacancies been revised?

Yes. The number of vacant management positions expected to be filled
between December 31, 2011 and April 1, 2013 has been revised from 118
to 111. This revision is attributable to the fact that (i) two positions — one
in finance and one in operations — were actually filled as of December 31,
2011, and (ii) it has been determined that five positions — three in
customer service, one in finance and one in human resources — will not be
filled. The status of the Company’s efforts to fill the 118 vacant positions

identified in the HRP’s direct testimony as of July 1, 2012 is set forth on
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Exhibit  (HRP-2CU). The impact of these adjustments on the
Company’s revenue requirements is discussed in the corrections and

updates testimony of the Revenue Requirements Panel.

Initsdirect testimony, the HRP also stated (at page 13) that the
Company had 61 vacant union positions at the end of the Test Year
that would befilled by the beginning of the Rate Year. Hasthistotal
been revised as well?

Yes. The actual number of union vacancies as of December 31, 2011 was
55. 28 of these positions are included in the minimum staffing levels
required under the Company’s collective bargaining agreement, while the
additional 27 positions reflect incremental positions that the Company
plans to fill. Once again, the revenue requirement impacts of this decrease
in the number of vacant positions are discussed in the corrections and

updates testimony of the Revenue Requirements Panel.

Initsdirect testimony (at page 32), the HRP setsforth the amount of
variable compensation expense that the Company wasincluding in its
revenuerequirementsfor the Rate Year ending March 31, 2014 and
the Data Yearsending March 31, 2015 and March 31, 2016. Have

these amounts been revised?
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Yes. The Company’s initial filing reflected total variable pay amounts of
$21.1 million for the Rate Year, $21.7 million for the Data Year ending
March 31, 2015 and $22.2 million for the Data Year ending March 31,
2016. As revised, the Company is proposing to include approximately
$17.4 million of variable compensation expense in its electric revenue
requirement in this proceeding for the Rate Year and $3.2 million in the
gas revenue requirement for the Rate Year, for a total of $20.6 million;
approximately $21.2 million in the revenue requirement for the Data Year
ending March 31, 2015, split $17.8 million for electric and $3.3 million
for gas; and approximately $21.8 million in the revenue requirement for
the Data Year ending March 31, 2016, split $18.3 million for electric and
$3.4 million for gas. The adjustments to arrive at the amounts included in
the Data Years reflect the application of an inflation factor, as discussed in
the corrections and updates testimony of the Revenue Requirements Panel.
The $20.6 million of variable pay included in the Rate Year revenue
requirements assumes that the Company will attain target levels of

performance and payout.

Why did the amount of variable compensation expensereflected in the

Company’srevenue requirements change sincetheinitial filing?
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The amount of variable compensation expense reflected in the Company’s
revenue requirements changed as a result of (i) the reduction in the
number of management and union vacancies that would be filled between
the end of the Test Year and the beginning of the Rate Year as I described
above (i1) the increase in the number of non-enduring management
positions as discussed in the corrections and updates testimony of the
Information Systems Panel and (iii) changes in the allocation of variable
pay compensation from service companies to Niagara Mohawk, and
between expense and capital. These adjustments are addressed in the

corrections and updates testimony of the Revenue Requirements Panel.

The HRP in itsdirect testimony (at page 24) stated that the Company
did not include variable compensation paid to top officers, referred to
as Band A employees, in the proposed revenue requirements. Did the
Company exclude any other employee group’svariable compensation
expense from the proposed revenue requirements?

Yes. As discussed on page 27 of the HRP’s testimony, 40 percent of the
variable compensation paid to Band B and C employees is based on the
attainment of financial objectives. The Company did not include variable
pay amounts associated with the attainment of these financial objectives

for Band B and C employees in its revenue requirements.
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Initsdirect testimony (at pages 58-59), the HRP indicated that based
on the current favor able funding status of the Company’s pension
plan, it was anticipated that the investment in return seeking assets
such as equitieswould be reduced to 45 per cent by the beginning of
the Rate Year and further reduced to 40 percent by the Second Data
Year. Hasthisinvestment strategy been modified?

Yes. As discussed in the HRP’s direct testimony (at page 59), at the time
of the Company’s filing, 50 percent of its pension plan assets were
invested in return seeking assets such as equities and 50 percent were
invested in liability hedging assets such as bonds. Upon further review of
the investment strategy, it was determined that this investment mix should
be maintained for the foreseeable future. At this time, the Company
believes that this investment mix achieves an appropriate investment
balance that recognizes that (i) the plan currently has assets that exceed its
expected liabilities, and (ii) the plan is expected to pay out 70 percent of
its liabilities during the next ten years. The current investment strategy
reduces the possibility that investments in more volatile return seeking
assets will drop in value and cause the plan’s liabilities to exceed its assets
in the future as compared to an investment mix in which a greater

percentage of the plan’s assets is invested in return seeking assets.
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What istheimpact of thischange on thelevel of pension expense
included in the Company’sfilings?

The change in investment strategy reduces the level of pension expense
included in the Company’s revenue requirements by $2.45 million in the
Rate Year. This impact is discussed further in the corrections and updates

testimony of the Revenue Requirements Panel.

Doesthis conclude your corrections and updatestestimony?

Yes, it does.
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Correctionsand Updates Testimony of Joseph F. Gredder

Areyou the same Joseph F. Gredder who testified previoudly in this
proceeding?
Yes. I submitted direct testimony and exhibits as part of the Company’s

April 27, 2012 filing.

What isthe purpose of your corrections and updates testimony?

My corrections and updates testimony explains and supports certain
corrections to Niagara Mohawk’s April 27, 2012 filing in this proceeding.
As part of this corrections and updates testimony, I am sponsoring the
following Exhibits, all of which were prepared either by me or under my
direction and supervision:

I. Exhibit  (JFG-7CU) — Sales Forecast by Rate Class (with actual
historicals);

2. Exhibit  (JFG-8CU) — Sales Forecast by Rate Class (with
weather-adjusted historicals);

3. Exhibit  (JFG-13CU) — Sales Forecast by Rate Class, Net of EE
Reductions;

4. Exhibit _ (JFG-17CU) - Information Request DPS-120 (GPS-5).

I have started with the exhibits submitted on April 27, 2012 to prepare
these corrected and/or updated exhibits. I have only included exhibits
where corrections and/or updates were made with the exception of the new

Exhibit  (JFG-17CU).

Page 1 of 2
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Correctionsand Updates Testimony of Joseph F. Gredder

Please describe the correctionsthat you have made to Exhibits
(JFG-7,8 and 13).

Upon preparing the response to Information Request DPS-120 (GPS-5),
provided herein as Exhibit  (JFG-17CU), a minor inaccuracy in the
calculation of the industrial growth trends was discovered and a correction
tab was provided. This issue is shown on tab “Attachment la ind” of that
response where the 2011 sales volumes were inadvertently repeats of the
2010 values. “Attachment 2a ind” to that response showed the corrected
values and growth percents. “Attachment 3a diff” to that response
showed the updated monthly forecast by rate code as well as the
differences from the initial forecast. The changes have been incorporated
in this filing in Exhibits  (JFG-7CU, 8CU, and 13CU), which reflect the
appropriate industrial growth trends. The revenue impact of this
modification to the forecast is reflected in the corrections and updates

testimony of the Electric Rate Design Panel.

Does this conclude your corrections and updates testimony?

Yes it does.

Page 2 of 2
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Correctionsand Updates Testimony of Joseph F. Gredder

Exhibit _ (JFG-7CU)
Exhibit _ (JFG-8CU)
Exhibit _ (JFG-13CU)

Exhibit _ (JFG-17CU)

List of Exhibits
Sales Forecast by Rate Class (actual)
Sales Forecast by Rate Class (weather-adjusted)
Sales Forecast by Rate Class, Net of EE Reductions

Response to Information Request DPS-120 (GPS-5)
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Correctionsand Updates Testimony of Joseph F. Gredder

Exhibit _ (JFG-7CU)

Sales Forecast by Rate Class (actual)
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Correctionsand Updates Testimony of Joseph F. Gredder

Exhibit _ (JFG-8CU)

Sales Forecast by Rate Class (weather-adjusted)
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Exhibit _ (JFG-13CU)

Sales Forecast by Rate Class, Net of EE Reductions

21



Exhibit _ (JFG-13CU)

Page 1 of |

33msse|paley €4-94r

22

%1°0 %1°0 %60 %60~ %¢EC- %07~ %9°1 %t'E %01 %1°0- %9°1 %¢€0 %¢€°0 Ted - 104 910T 03 €10T
1$9)y YIMmoIn) [enuuy punodwo))

%L0 S6E°CE %00 €0T %80 9 %E0-  I¥E %9 1= 9TEC %EE- SL8  %LE 8YE %0V SL9 %6'T  919F %80 S0E9 %ET  9PST %r T 89 %TO0  90SII 910T
%9°0 ILT'€E %00  €0T %60 9 %0°0 we %P 1= 08€°C %TE S06  %I'E 9€€ %EV 6V9 %6'T I1€SY %LO TSTY9 %TT Sy %ET  6€9 %I'0  +8F11 S10T
%L'0- L96TE %00  €0T %60 9 %I~ ThE %S'T- 9TF'E %9P- SE€6 %S0 9TE %I'E TI9 %C0 LvvY %b1- 11T9 %T0 8PET %90- 1€9 %E0- OLFII 10T
%00 961°€€ %€0  €0T %60 9 %0CT-  9PE %9°€- FIS’E %I'S- 086 %60~ ¥TE %ET ¥09 %00 LEV'Y %E0- 10€9 %L1 6SET %60- ¥€9 %I'T 80SII €10T
T0T°ce €0T 9 £5¢ £h9°¢ €€0°1 LTE 065 8Eh'y 12€9 L9Ty 019 18€°11 10T
TVLOL Sunysry 1apiog dad 4% VdAN Tl 1108 LOS YOS VeDS €IS azos AaNTZOS DS AVHA
1318 % [dd VdAN TVOSId
SIOVANT ADNHIDIAAT ADYANH Y414V (ew JoN - JeyTeap\ :suonoafo1d ¢ pew JoN-JBYTesp\\ S[eOLIOISTH )
(HMD ‘10X [0SLY) SSVID ALV £q LSVOAYOA SATVS
1Jo [ o8eq

(NDE1-DA0) ~ Nquyxg



Exhibit _ (JFG-17CU)



Correctionsand Updates Testimony of Joseph F. Gredder

Exhibit _ (JFG-17CU)

Response to Information Request DPS-120 (GPS-5)
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Page 1 of 20
Date of Request: May 24, 2012 Request No. DPS-120 (GPS-5)
Due Date: June 4, 2012 NMPC Req. No. NM-120

NIAGARA MOHAWK POWER CORPORATION

Case No. 12-E-0201 and 12-G-0202 - Niagara Mohawk Power Corporation d/b/a

FROM:

T0O:

SUBJECT:

Request:

Response:

Form 103

National Grid - Electric and Gas Rates

Request for Information

Gregory Stella
Joseph Gredder

Follow-up to IR DPS-17(GPS-4)

In reference to the response provided to part 2 — “Rate class specific
trended values by month for the period January, 2012 to December, 2016
are provided on Attachment 2. The trended future kwh for each rate class
and its percentage share of the total is shown.” — provide the derivation of
the monthly historical and forecast percentage shares.

Rate Class specific trends were derived for each revenue class -
residential, commercial and industrial. Historical rate class sales from
January 2005 to December 2011 were used to determine growth rate
percents used to trend each rate class into future years. These historical
values and their corresponding growth percents are shown in Attachment 1
(DPS 120 GPS 5 May2012 JFG rev0.xls) as tabs

“Attachment la res”, “Attachment la com” and “Attachment la ind”,
The excel “growth” function was used to produce these percents. Each
tab shows the historical monthly kWh and the historical share of the
revenue class for each rate class. (Several exceptions to the January 2005
to December 2011 are noted on the spreadsheets and were incorporated
based on billing data consistency).

Upon preparing this data request, a minor inaccuracy in the calculation of
the industrial growth trends was discovered and a correction tab is
provided. This issue is shown on tab “Attachment la ind” where the
2011 sales volumes were repeats of the 2010 values.
“Attachment 2a ind” shows the corrected values and growth percents.
“Attachment 3a_diff” shows the updated monthly forecast by rate code as
well as the differences from the existing forecast. It is important to note
that this update results in no change to either the total for the industrial
class or the total for the Company and instead only results in minor
reallocations of rate class sales within the industrial revenue class. These
changes are not material to the forecast and will be incorporated into the
“Corrections and Update” filing.
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Name of Respondent:

Joseph F. Gredder

Form 103

Date of Reply:

June 1, 2012

Exhibit  (JFG-17CU)
Page 2 of 20
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Correctionsand Updates Testimony of Elizabeth D. Arangio

Please state your full name and business addr ess.
My name is Elizabeth D. Arangio. My business address is 40 Sylvan

Road, Waltham, MA 02451.

Areyou the same Elizabeth D. Arangio who previously submitted
prepared testimony in this proceeding?

Yes.

What isthe purpose of your corrections and updates testimony?

The purpose of my testimony is to provide an update to Exhibit  (EDA-
2). In the table, listed under Winter Peaking Service, the Cogen 2 peaking
supply service shows an expiration date of April 30, 2012. This contract
has been extended and the new expiration date is April 30, 2017.

Attached is Exhibit  (EDA-2CU), which sets forth the current status of
the contract. The extension of this contract has no impact on the
Company’s forecast of gas costs for the Rate Year ending March 31, 2014

or the Data Years ending March 31, 2015 and March 31, 2016.

Doesthis conclude your corrections and updatestestimony?

Yes.

Page 1 of 1
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Exhibit  (EDA-2CU)

Niagara Mohawk Power Corporation Pipeline Transportation Contracts
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Exhibit  (EDA-2CU)

Page 1 of 1
Niagara Mohawk Power Corporation
2013/14 Capacity Portfolio
Pipeline Transportation Contracts
Pipeline Company Name Contract Rate Daily Expiration
Number Schedule | Quanity (DT) Date

Flowing Gas To Citygate
Dominion Transmission Inc. 100001 |FTNN 340,122 03/31/2016
Iroquois Gas Transmission 73005 RTS 51,596 10/31/2016
Dominion Transmission Inc. 200558 [FT 17,700 03/31/2025
Dominion Transmission Inc. 200290 [FT 10,000 03/31/2016

Upstream Pipeline Support 1/

Transcontinental Gas Pipeline 1006514 |FT 8,306 10/31/2013
Texas Gas Transmission T003945 |FT 52,194 10/31/2013
Tennessee Gas Pipeline 65075 FT 14,000 10/31/2014

Winter Peaking Service
Cogen 1 25,500 08/31/2014
Cogen 2 14,000 04/30/2017
Industrial 1 3,000 Evergreen

1/ Capacity used to deliver gas to pipelines that deliver to the citygate.
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Correctionsand Updates Testimony of Management Audit Panel

Please identify the member s of the Management Audit Panel.
The Panel consists of Peter T. Zschokke, Director of Regulatory Strategy

and Margaret M. Janzen, Director of Wholesale Electric Supply.

Isthisthe same panel that provided direct testimony and sponsored
associated exhibitsin the Company’s April 27, 2012 filing in this
proceeding?
Yes, this is the same Panel that submitted direct testimony and sponsored
the following two exhibits:
Exhibit  (MAP-1) — Table summarizing the Management Audit
recommendations and their implementation status as of March
2012; and
Exhibit  (MAP-2) —January 31, 2012 Management Audit

Implementation Plan Update Report.

What isthe purpose of the Panel’s corrections and updates testimony?
The purpose of the Panel’s testimony is to identify and explain certain

corrections and/or updates to the Panel’s direct testimony and exhibits in

the April 27, 2012 filing.

Page 1 of 3
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Correctionsand Updates Testimony of Management Audit Panel

Please describethe corrections and updatesto the Panel’s direct
testimony and associated exhibits submitted on April 27, 2012.

The Panel has two corrections to Exhibit ~ (MAP-1). First, the Panel is
correcting a typographical error on page 9 of that exhibit so that the
Evidence Submitted date for the KAT-13 Supplement associated with
Recommendation V-2 properly reflects the date April 26, 2011. Second,

the March 2012 Status for Recommendation X-1 reflected on page 25 of

that exhibit should be changed from “Implemented” to “Pending Review.”

As aresult of this change, and to correctly reflect the total count of
Implemented and Pending Review recommendations as of March 31,
2012, the Panel amends its direct testimony at page 6, lines 19-20 as
follows: “As of March 31, 2012, the Company identified 16
recommendations as “Implemented,” 17 recommendations as ‘“Pending

Review” and 11 recommendations as “In Progress.”

Isthe Panel sponsoring any exhibits as part of its corrections and
updates testimony?
Yes. In addition to the corrected Exhibit  (MAP-1CU), the Panel is
sponsoring the following supplemental exhibit:

Exhibit  (MAP-3CU) - May 31, 2012 Management Audit

Implementation Plan Update Report.

Page 2 of 3
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Please describe why Exhibit (M AP-3CU) isbeing provided.

At the time of the April 27, 2012 filing, the January 31, 2012 Management
Audit Implementation Plan Update Report reflected in Exhibit  (MAP-
2) was the Company’s latest formal report to the Commission on the status
of its Management Audit implementation efforts. Since then, the
Company has submitted a subsequent report on its implementation efforts.
Thus, the Company is providing the Commission with this more current

update as a supplemental exhibit.

Doesthis conclude the Panel’s corrections and updates testimony?

Yes.

Page 3 of 3
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Exhibit _ (MAP-1CU)

Exhibit  (MAP-3CU)

List of Exhibits

Summary of Implementation Status, Costs, and
Benefits

May 31, 2012 Management Audit Implementation
Plan Update Report
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Carlos Gavilondo

nationalgrid

VIA ELECTRONIC DELIVERY

May 31, 2012

Honorable Jaclyn Brilling, Secretary

New York State Department of Public Service
3 Empire State Plaza

Albany, New York 12223-1350

Re: Case 08-E-0827, Comprehensive Management Audit of Niagara M ohawk
Power Corporation d/b/a National Grid’s Electric Business;
I mplementation Plan Update 7 Report.

Dear Secretary Brilling:

In accordance with the Commission’s December 18, 2009 Order in Case 08-E-0827,
attached please find the Implementation Plan Update 7 report of Niagara Mohawk Power
Corporation d/b/a National Grid (“National Grid” or “the Company”). Implementation updates
for individual Recommendations are grouped into three status categories: (1) “In Progress”; (2)
“Pending Review”; and (3) “Implemented.” In addition, the report highlights implementation
progress from the prior update report. To the extent additional background information on
particular Recommendations or implementation actions is desired, readers are referred to
previously submitted reports.

A copy of this filing is being provided directly to Kate Tallmadge of Department of
Public Service Staff.

Thank you for your attention to this matter.

Very truly yours,

/s/ Carlos Gavilondo

Carlos Gavilondo
Senior Counsel 11

Enc.

cc: K. Tallmadge, DPS
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CHAPTER 1—INTRODUCTION

A.Background

In accordance with the Commission’s December 18, 2009 order in this proceeding,'
Niagara Mohawk Power Corporation, d/b/a National Grid (“National Grid” or “the
Company”), submits this update report on the status of the Company’s efforts to implement
the audit recommendations included in the Report on the Comprehensive Management Audit
of Niagara Mohawk Power Corporation, d/b/a National Grid Electric Business.” This is the
Company’s seventh update report since the Implementation Plan was submitted January 29,
2010. The goal of the Implementation Plan is to help the Company improve its ability to
provide safe, reliable and efficient service to customers. The Company has made significant
headway on the Implementation Plan. It has successfully completed actions to implement
several recommendations, and is making good progress on implementing the remaining
recommendations.

B. Implementation Plan Progress Summary

The Company continues to make progress on implementing the recommendations in the
Audit Report. Table 1 provides a snapshot of implementation progress:*

Table 1—Implementation Progress--Aggregate

Total Recommendations 44
Implemented 16
Pending Review 17

In Progress 11

! Case 08-E-0827, Comprehensive Management Audit of Niagara Mohawk Power Corporation d/b/a National
Grid's Electric Business, Order Directing the Submission of an Implementation Plan (issued December 18,
2009) (“Management Audit Order”™).

? Case 08-E-0827, Comprehensive Management Audit of Niagara Mohawk Power Corporation d/b/a National
Grid's Electric Business, Final Report by NorthStar Consulting Group, dated December 3, 2009.

3 In the Audit Report, Recommendation VI-2 was deemed no longer needed as a result of progress made during
the collaborative process. Although Staff has indicated this recommendation is “Completed & Accepted,” the
Company does not include progress updates for this recommendation. Therefore, the Company’s count of 44
total recommendations and count of implemented recommendations are each one less than the Staff’s counts.
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The three implementation status categories in Table 1, above, are defined as follows:

e Implemented — Action steps associated with implementing a recommendation have
been completed, reviewed and accepted by Staft.

e Pending Review - Action steps associated with implementing a recommendation
have been completed, and are pending review by Staff. Acceptance of a
recommendation as complete will be determined following Staff’s review.

e |n Progress— Actions associated with implementing a recommendation are on-going
or on hold pending other decisions or activities.”*

Table 2 provides a status summary for each individual recommendation.’

Table 2—Implementation Progress—Individual Recommendations

Rec . May 2012
Number Recommendation Status

Revise the corporate vision and objectives statements to more explicitly
articulate the company’s obligation to provide low cost, reliable and
safe electric service to its customers. The revised statement should
reflect the need to mitigate volatility and produce lower costs relative to
some benchmark and could include a reflection of the total bill rather
than the unit price. (Refers to Finding III-1)

III-1 Implemented

Consolidate the management of U.S. electric transmission and electric
distribution into one LOB to provide greater visibility over NMPC
11-2 electric transmission and distribution operations while maintaining
NG’s ability to achieve synergies and economies of scale. (Refers to
Finding 111-4)

Implemented

Prepare a business plan document for NMPC electric operations that
combines strategic and operating activities with capital and O&M
1-3 budgets, and ensures that the resulting plan documents the scope of Pending Review
business planning for the benefit of NMPC electric ratepayers. (Refers
to Finding 111-14)

Integrate supply procurement and energy portfolio management into the

114 business planning processes. (Refers to Finding I11-17) Implemented
Specify how the company is going to monitor and measure the benefits
to ratepayers arising from the investment in Smart Grid technology for

115 the pilot projects. When applying for authorization for further Smart Pending Review

Grid technology, include a cost benefit analysis demonstrating how the
results of the project will provide a net benefit to all ratepayers. (Refers
to Finding 111-20)

* This category also includes implementation steps that require action by Staff or the Commission in order to
progress the recommendation.

> In two instances, implementation of recommendations has been indefinitely postponed, or action steps
associated with implementation will not be undertaken; i.e., Recommendations I1I-5 (relating to Smart Grid
implementation) and I11-7 (Dissolution of Niagara Mohawk Holdings, Inc.).
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I1I-6

Recruit and appoint an independent member to NG’s Board of Directors
who is experienced in US utility operations and/or regulation. (Refers to
Finding I11-27)

Pending Review
(new status)

I11-7

Dissolve Niagara Mohawk Holdings, Inc. (Refers to Finding I11-29)

Pending Review

-8

Consolidate the two service companies as soon as possible and as
planned. (Refers to Finding I11-30)

In Progress

I-9

Replace the current membership of the NMPC BOD and the NG USA
BOD with members who are representative of NG’s senior US
management of all of its LOBs operating in the US. (Refers to Findings
III-31 and 11-32)

Pending Review

Iv-1

Revise the performance management process for the US Country and
NMPC operating company level to include KPIs currently missing. The
performance management process should include KPIs for the: Effect
of company performance on ratepayers; Effectiveness of the Energy
Portfolio Management Group in acquiring reliable, low cost supply or
minimizing the volatility of electric prices; Development or
implementation of comprehensive system plans; Effectiveness in
estimating the cost of projects or performance in managing projects to
completion; Effectiveness of centralization of US electric operations on
ratepayers. (Refers to Findings IV-6 and IV-12)

In Progress

Iv-2

Utilize benchmarking in setting performance targets and establishing
NG’s current position against the targets. (Refers to Finding IV-14)

Implemented

Develop energy sales forecasts and peak demand forecasts that are
specific to Upstate New York and the sub-areas within NMPC service
territory. (Refers to Finding V-2)

Implemented

V-2

Implement end-use data collection activities to support meaningful
implementation of the SMART GRID program, enhance the
development of Energy Efficiency (EE) programs and initiate efforts
toward end-use modeling. (Refers to Findings V-5 and V- 6)

In Progress

V-3

Coordinate load forecasting activities with the customer markets group
to support development of EE and Distributed Generation programs and
system/supply planning, and to incorporate the projected results of those
programs into the load forecasting models and results. (Refers to
Findings V-10 and V-11)

In Progress

Establish a comprehensive framework of performance metrics for the
supply procurement and risk management functions. The metrics
should build on NG’s corporate vision and goals and need to reflect the
changing electric supply procurement market and NG’s preferred
strategy in that market. (Refers to Findings VI-7 and VI-14)

Implemented

VI-2a

Continue activities to develop a long-term strategy and short-term
tactical supply procurement plan as laid out in the Collaborative
meetings and incorporate these plans into the corporate business plan.
(Refers to Findings VI-10, VI-11, VI-13 and VI-14)

Pending Review
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VI-3

Define and restructure the risk management policies, procedures and
functions to assure appropriate monitoring of risk factors as the
transition and long-term supply procurement plans are implemented.
The risk management tools should incorporate appropriate market
monitoring to know when contingencies are needed. (Refers to Finding
VI-12)

Pending Review

VII-1

Develop an integrated NMPC Transmission and Distribution system-
wide plan. (Refers to Findings VII -4,VII-8, VII-14, VII-15, VII-16,
VII-17, VII-18, and VII-31)

Pending Review

VII-2

Utilize annual operational reports such as the Transmission System
Reliability Performance Report and the Distribution Reliability Report
as inputs to asset health/strategy and subsequently recommended
projects. Demonstrate how the annual integrated system plans directly
address reliability issues raised in the two reports. Show progress
against known system deficiencies such as “worst-performing circuits”
and outage causal factors. Identify and relate capital programs and
projects to specific reliability performance issues and measure effect.
(Refers to Findings VII -3, VII-4, VII-5, VII-25, and VII-26)

Pending Review

VII-3

Evaluate the effectiveness of system plans each year to determine how
well they are meeting system planning objectives such as reliability
goals, and directing capital resources to specific issue areas and
performance trends. (Refers to Findings VII-8,VII -11, VII-18, and VII-
29)

In Progress

VII-4

Evaluate the causal factors and impact on capital budgets and system
planning of projects “walked in”” and “walked out” of the system plans.
Identify why the projects walked in were not initially planned, what will
be done in future planning cycles to remediate these issues and how
projects displaced into future planning periods will be accommodated.
(Refers to Findings VII -11 and VII-29)

Pending Review

VII-5

Perform economic studies to identify more efficient system
modifications that can reduce the costs of service and increase
utilization of resources. (Refers to Findings VII -26 and VII-29)

Implemented

VII-6

Evaluate outages that were avoidable due to improved system planning
(capital) and preventive maintenance (O&M) such as vegetation and
failed equipment. Determine the budget necessary to provide the level
of maintenance that would have prevented the outages and compare
against the current maintenance budget. Analyze the costs associated
with the outages with incremental increases in maintenance programs.
(Refers to Findings VII -3, VII-4, VII-5 and VII-25)

Pending Review

VII-7

Establish a traditional transmission utility system planning function that
results in industry accepted planning products such as: system-wide
studies not just area studies; five-year, ten-year, 15-year and 20-year
system layouts; integrated ten to twenty year system plans; and
timelines of system needs. (Refers to Findings VII-8, VII-11, VII-13,
VII-24, and VII-26)

Pending Review
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VII-8

Evaluate the boundaries for continuity between the integrated
transmission and the integrated distribution plans to assess whether the
entire “wires” business is adequately planned. (Refers to Finding VII-8,
VII-10, VII-13, and VII-25)

Implemented

VII-9

Adopt a results oriented approach to drive the development and
implementation of asset management strategies by their relationship to
equipment failure causal factors and system performance: Prioritize
asset management strategies by their relationship to outage causal
factors and their ability to directly affect reliability performance
measures; Evaluate this stratification annually to maintain focus;
Differentiate long term asset strategies from those dealing with specific
reliability problems and their incorporation into the annual system
plans; Evaluate the effectiveness of asset management strategies in
terms of the number of capital projects and maintenance programs
actually executed. (Refers to Findings VII-18 and VII-25)

Pending Review

VII-10

Initiate or partner with NYISO on appropriate studies regarding the
effect and needed response to increased application of Distributed
Generation, Renewable Resources, SMART GRID and other trends in
utility system operations. (Refers to Finding VII-19)

Implemented

VIII-1

Ensure that projects are managed in accordance with PMP requirements,
including: making Quality Assurance an integral part of the project
management process for both in-house and regional delivery venture
work forces; having project managers actively monitor overall project
progress against the baseline schedule and review cost versus progress
and budget; adhering to policies and procedures regarding project cost
control and re-sanctioning requirements; and maintaining
comprehensive project management files; (Refers to Findings VIII-4,
VIII-10, VIII-11, and VIII-19)

In Progress

VIII-2

Implement a WBS to organize and manage projects. Use of a WBS
should improve project cost and schedule management, monitoring,
reporting and feedback. (Refers to Finding VIII-13)

In Progress

VIII-3

Complete implementation of ECoE roles and responsibilities including
establishing estimating tools, metrics and policies, creating estimating
units and identifying and resolving areas of estimating deviations.
(Refers to Findings VIII-16, VIII-18, and, VIII-26)

In Progress

VIII-4

Establish groups of professional estimators for U.S. transmission and
distribution that will develop estimates for planning, engineering and
construction. Use these internal estimators to set and validate baseline
estimates established for the RDV contractors. (Refers to Findings VIII-
16, VIII-17, VIII-18, VIII-23 and VIII-26)

In Progress

VIII-5

Have Internal Audit or an outside firm audit the RDV joint venture
parent entities on a regular basis. (Refers to Finding VIII-23)

Implemented

VIII-6

Ensure that all capital work orders are closed to plant in-service (FERC
Account 101) within 90-days of equipment being energized. (Refers to
Finding VIII-25)

In Progress
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Conduct formal reviews of a sample of projects monthly for overall
project cost control. The review should include the project manager,
system planner, construction supervisor, and appropriate LOB
management and include a review of estimates, cost tracking by work
break down structure, progress versus cost, and forecast cost. (Refers to
Finding IX-9)

Implemented

IX-2

Reconcile the differences between planned work identified in the
Resource Allocation Committee (RAC) reports and expenditures
proposed in the January 2009 Transmission and Distribution Capital
Investment Plan. (refers to Finding IX-10)

Implemented

IX-3

Revise capital investment levels for projects and programs planned as
part of the NMPC Transmission and Distribution Capital Investment
Plan filed in January 2009 and obtain the necessary commitment for the
funds required by NMPC. (Refers to Finding IX-11)

Implemented

IX-4

Set specific target dates and complete the development and execution of
Service Level Agreements between the U.S. Transmission and ED&G
LOBs and each of the organizational groups and departments that
provide shared services to these LOBs as outlined by NG in the
collaborative process. (Refers to Findings IX-13 and IX-15)

Pending Review

IX-5

Amend the service contracts so as to refer to and incorporate as
appropriate, the master SLAs and the functional SLAs, which will
provide full disclosure about the service levels and costs as well as the
types of services provided and the cost methodologies for services
provided. (Refers to Finding IX-17)

Pending Review
(new status)

IX-6

Include applicable master and functional SLAs with the annual update
of service contracts filed with the PSC. (Refers to Finding 1X-17)

In Progress

X-1

Complete implementation of improvements to the work management
program for field forces as identified in the collaborative process.
Improvements required include establishing an internal distribution
construction workforce, completing the remaining three elements in the
EDOT work management initiative, improving its work time standards,
and tracking all 29 value metrics for measuring field force productivity.
(Refers to Findings X-1, X-22, and X-24)

Pending Review
(correction)

X-2

Deliver preliminary annual work plans, especially for mandatory
projects, to the construction work forces 90 days prior to the start of the
fiscal year so that materials can be ordered and staffing/resource
schedules prepared in a timely manner. (Refers to Finding X-10)

Implemented

Eliminate the remaining in-house tree trimmer positions. (Refers to
Finding X-11)

Implemented
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Separate the EDOT project into elements and evaluate them as
individual projects in the business planning process, rather than treating
X-4 them as an on-going mega project. At a minimum, integrate the current
EDOT into the business planning and performance management
process. (Refers to Finding X-18)

Pending Review
(correction)

Review the practicality of the new storm response plans to ensure that
X-5 NMPC ratepayers will be provided with timely and qualified services in Implemented
the event of a storm emergency. (Refers to Finding X-23)

C.Update 7 Report Highlights

Highlights of activities appearing in this update report include:

e Changes in Implementation Status: The following changes in implementation status
have taken place since the last update report:
From “Implemented” to “Pending Review”:
o Recommendations X-1 and X-4 (Corrections)
From “In Progress” to “Pending Review’:
o Recommendations III-6 and IX-5

e Work Management and Electric Transformation Initiatives: In the January 31, 2012
Implementation Plan Update 6 Report, the Company had indicated that Recommendation
X-1 relating to the Company’s work management program and Recommendation X-4
dealing with the segregation of previously combined efficiency initiatives were accepted
by Staff as Implemented. However, upon further review, the Company has determined
that Staff has not yet accepted these recommendations and, thus, the status of these
recommendations has been revised to Pending Review.

e Recruit and appoint an independent member to National Grid’sBoard of Directors:
On April 3, 2012, National Grid announced the appointment of Nora Mead Brownell to
the National Grid plc Board of Directors effective June 1, 2012. The appointment of Ms.
Brownell meets the criterion set forth in Recommendation I11-6.

s Amend the service contracts and incor porate as appropriate the master SLAs and
the functional SLAs: The Company submitted filings with the Commission on March
30, 2012 which revised the National Grid USA Service Company Agreement, and the
Company’s cost allocation methodologies and general allocator.

In addition to these highlights, the Company continues to make strides towards
implementing open audit recommendations. Progress summaries for several
recommendations are provided in Table 3 in the “Recommendations In Progress” chapter of
this report. More detailed progress descriptions are presented in the recommendation-
specific reports. The Company is committed to continuous improvement as part of our
culture and appreciates the on-going dialog with Staff as we progress through
implementation of the audit recommendations.
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D. Format of Report

The remainder of this Update 7 Report contains further information regarding the
implementation status of individual recommendations: Chapter 2 describes
recommendations whose implementation is “In Progress”; Chapter 3 provides detail on
recommendations that are “Pending Review”; and Chapter 4 describes recommendations that
have been “Implemented” to date.

IMPLEMENTATION PLAN—UPDATE 7 8 na’[iOﬂa[grid
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CHAPTER 2- RECOMMENDATIONS IN PROGRESS

Currently, there are eleven (11) of the forty-four (44) Management Audit
recommendations for which Company Actions associated with implementing a
recommendation are on-going or on hold pending other decisions or activities.® The
individual recommendations in the “In Progress” status category are indicated in Table 3.

Table 3--Update 7 Recommendations In Progress

Rec . May 2012
Number Recommendation/Progress Summary Status

Consolidate the two service companies as soon as possible and as planned.
(Refers to Finding I11-30)

Filings that revise the Service Company Agreement, and proposed common
I1-8 allocation methodology and general allocators were filed on March 30, In Progress
2012. Service company consolidation and adoption of a common allocation
approach will ultimately be achieved through the implementation of the US
Foundation Programin 2012.

Revise the performance management process for the US Country and
NMPC operating company level to include KPIs currently missing. The
performance management process should include KPIs for the: Effect of
company performance on ratepayers; Effectiveness of the Energy Portfolio
Management Group in acquiring reliable, low cost supply or minimizing the
volatility of electric prices; Development or implementation of

Iv-1 comprehensive system plans; Effectiveness in estimating the cost of In Progress
projects or performance in managing projects to completion; Effectiveness
of centralization of US electric operations on ratepayers. (Refers to
Findings IV-6 and IV-12)

Several of the recommended KPIs have been implemented and work
continues on developing others. Full completion targeted with the
implementation of the US Foundation Programin 2012.

Implement end-use data collection activities to support meaningful
implementation of the SMART GRID program, enhance the development
of Energy Efficiency (EE) programs and initiate efforts toward end-use
V-2 modeling. (Refers to Findings V-5 and V- 6) In Progress
The NYSERDA RFP, required for the EE End Use Customer Survey, has
been conducted, bids have been reviewed and a contractor for the project
has been selected.

Coordinate load forecasting activities with the customer markets group to
support development of EE and Distributed Generation programs and
system/supply planning, and to incorporate the projected results of those
programs into the load forecasting models and results. (Refers to Findings
V-3 V-10 and V-11) In Progress

Thefinal component of this recommendation istied to completion of the EE
End-Use Customer Survey noted in Recommendation V-2 above. All other
components are compl ete.

® This category also includes implementation steps that require action by Staff or the Commission in order for
further progress to occur.
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VII-3

Evaluate the effectiveness of system plans each year to determine how well
they are meeting system planning objectives such as reliability goals, and
directing capital resources to specific issue areas and performance trends.
(Refers to Findings VII-8,VII -11, VII-18, and VII-29)

The Company has provided its 15-Year Plan to Saff and has begun a
process and methodol ogy to evaluate performance of the plan.

In Progress

VIII-1

Ensure that projects are managed in accordance with PMP requirements,
including: making Quality Assurance an integral part of the project
management process for both in-house and regional delivery venture work
forces; having project managers actively monitor overall project progress
against the baseline schedule and review cost versus progress and budget;
adhering to policies and procedures regarding project cost control and re-
sanctioning requirements; and maintaining comprehensive project
management files; (Refers to Findings VIII-4, VIII-10, VIII-11, and VIII-
19)

The majority of sub-recommendations to implement this recommendation
are completed. Complete implementation targeted with finalization of the
PMP; deployment of the US Foundation Program, full functionality of the
estimating tool; and End-to-End Project Management efforts.

In Progress

VIII-2

Implement a WBS to organize and manage projects. Use of a WBS should
improve project cost and schedule management, monitoring, reporting and
feedback. (Refers to Finding VIII-13)

The WBS has been implemented into the Company’ s Primavera P6 system
for future projects. Other elements of this recommendation will be
implemented following deployment of the US Foundation Program.

In Progress

VIII-3

Complete implementation of ECoE roles and responsibilities including
establishing estimating tools, metrics and policies, creating estimating units
and identifying and resolving areas of estimating deviations. (Refers to
Findings VIII-16, VIII-18, and, VIII-26)

The ECoE has been staffed effective September 2011; the estimating tool
(Success Enterprise) isin use; and a high-level scorecard for the estimating
accuracy target has been developed. Additional metrics will be devel oped
as data and reports become available from the new systems.

In Progress

VIII-4

Establish groups of professional estimators for U.S. transmission and
distribution that will develop estimates for planning, engineering and
construction. Use these internal estimators to set and validate baseline
estimates established for the RDV contractors. (Refers to Findings VIII-16,
VIII-17, VIII-18, VIII-23 and VIII-26)

The ECoE has been staffed effective September 2011; A Success Enterprise
to Primavera P6 interface solution has been devel oped and implementation
istargeted for July 2012.

In Progress

VIII-6

Ensure that all capital work orders are closed to plant in-service (FERC
Account 101) within 90-days of equipment being energized. (Refers to
Finding VIII-25)

The Company continues to finalize the long term process and application
configurations and anticipates implementation by October 2012 as part of
the US Foundation Program integration.

In Progress

IX-6

Include applicable master and functional SLAs with the annual update of
service contracts filed with the PSC. (Refers to Finding IX-17)

The Company will be implementing this recommendation with the annual
filing of service contracts that occurs after the service company
consolidation and implementation of the US Foundation Program.

In Progress
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A. Corporate Mission, Objectives, Goals and Planning

Recommendation I11-8

Consolidate the two service companies as soon as possible and as planned.

Implementation Plan Leads

Executive Sponsor

Alan Foster, SVP US Financial Services

Team Lead

Sharon Partridge, VP Service Company and Regulatory
Accounting

Current Status

The Company will move forward with service company consolidation following
implementation of the US Foundation Program which will consolidate legacy National Grid
and legacy KeySpan financial, HR, supply chain, and fleet IS applications onto a single SAP
platform. Implementation of the US Foundation Program is scheduled for October 2012.
Revision to the National Grid US Service Company agreement was filed on March 30, 2012
to consolidate National Grid Corporate Services LLC (formally KeySpan Corporate Services
LLC) and National Grid Utility Services (formally KeySpan Utility Services LLC) into a
consolidated service company (“ServeCo”) at the time the US Foundation Program is
implemented. Revisions to the Company’s cost allocation methodologies and the general
allocator were also filed with the Commission on March 30, 2012.

Major Activitiesand Schedule

Major Activities/ Milestones Estimated | Estimated Actual Current

Start Date | Completion | Completion Status
Date Date

Implementation of a common Feb 2010 Fall 2012 In Progress

accounting system

Develop a recommended Feb 2010 Jan 2012 Mar 2012 Pending

common allocation methodology Review

Obtain regulatory approvals as Fall 2011 | Target filing | Mar 2012 Pending

may be needed for single Mar 2012 Review

allocation methodology
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Perfor mance and Results M easur ement

Recommendation V-1

Revise the perfor mance management process for the US Country and NMPC
operating company level toinclude KPIs currently missing. The performance
management process should include KPIsfor the:

e Effect of company performance on ratepayers,

o Effectiveness of the Energy Portfolio Management Group in acquiring reliable,
low cost supply or minimizing the volatility of electric prices,

e Development or implementation of comprehensive system plans,
Effectivenessin estimating the cost of projectsor performancein managing
projectsto completion,

o Effectiveness of centralization of US electric operations on ratepayers. (Refersto
Findings1V-6 and IV-12).

Implementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer

Team Lead Mallikarjun Angalakudati, Director Operations Performance

Current Status

National Grid has implemented several of the recommended Key Performance Indicators
(KPIs) and continues to work towards development of others.

The Company has implemented certain KPIs relating to reliability, safety, and
customer satisfaction, which directly benefit customers.

Appropriate metrics have been implemented by the Energy Portfolio Management
group to assess its performance in the acquisition of energy supply as part of its
actions to address Recommendation VI-1.

With regard to metrics associated with system plans, the Company provided Staff
with its 15-Year System Plan (see Recommendation VII-1) and has begun a
process and methodology to evaluate performance of the 15-Year System Plan as
described in Recommendation VII-3.

A high-level scorecard for the estimating accuracy target has been developed, as
indicated in Recommendation VIII-3, as well as a scorecard to track project costs
estimating. The project management performance scorecard is nearly in place as
part of the End-to-End Project Management initiative.

The previously implemented field force productivity metrics are currently under
review as noted in Recommendation X-1.
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Major Activities/ Estimated Estimated Actual Current

Milestones Start Date Completion | Completion Status
Date Date

Kick-off session to Apr 2010 Apr 2010 May 2010 Complete

identify desired

performance measures

Develop detailed delivery May 2010 May 2010 May 2010 Complete

plans for each major area

Develop and implement Jun 2010 Summer 2012 In Progress /

recommended KPIs in
alignment with Audit
recommendations

Substantially
Complete
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C. Load Forecasting

Recommendation V-2
Implement end-use data collection activities to support implementation of the
SMART GRID program, enhance the development of Energy Efficiency (EE)
programs and initiate efforts toward end-use modeling.

Implementation Plan L eads

Executive Sponsor James Madej, SVP Chief Customer Officer

James Cross, Jr., VP Customer Analytics and Risk
Management

Team Lead

Current Status

This recommendation is in progress, with several aspects already completed. The
Company implemented end-use metering as part of its small business program beginning in
the third quarter of 2011, and installation of end-use metering technologies began in October
2011. Information collected from this program will be evaluated pursuant to the work plan
and the final evaluation report will be prepared following the accumulation of twelve months
of data and billing analysis; this report is expected in the January 2013 timeframe. In
addition, energy efficiency targets have been established pursuant to Commission mandate.
The Company’s approach to achievement of these targets may be further refined based on the
evaluation results.

The NYSERDA RFP, required for the “EE End Use Customer Survey,” has been
conducted, bids have been reviewed and a consensus recommendation for procuring a
contractor for the project has been made.

Major Activitiesand Schedule

Major Activities/ Estimated Estimated Actual Current

Milestones Start Date Completion | Completion Status
Date Date

Option 1. “Planned” EE Jun 2010 TBD Oct 2011 Complete

End-Use Metering

Implement and collect

end-use small commercial

lighting data per EE plan.

Implement and collect May 2010 N/A No action to

end-use residential cooling be taken

data per EE plan.

Incorporate information Nov 2010 TBD Complete and

into EE program on-going
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evaluation and projected
future targets.

Incorporate EE targets into Jan 2011 Oct 2010 Oct 2010 Complete
forecasts.

Option 2: End-Use Apr 2010 TBD In Progress
Customer Survey

Collect end-use customer

survey information

Use survey data to inform / Jan 2011 Jun 2012 Pending
update models, if collection of
appropriate data above
Option 3: “Best Apr 2010 Sep 2010 Sep 2010 Complete
Practices’

Conduct research on

alternative models and

methods

Cost / Benefit Assessment Oct 2010 Oct 2010 Oct 2010 Complete
Software/Training (if go) Apr 2010 Apr 2010 Apr 2010 Complete
Implement (if go) Oct 2011 Apr 2010 Apr 2010 Complete
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Recommendation V-3

Coordinate load forecasting activities with the Customer Markets group to support
development of EE and Distributed Generation programs and system/supply
planning, and to incor porate the projected results of those programs into the load
forecasting models and results.

Implementation Plan L eads

Executive Sponsor James Madej, SVP Chief Customer Officer

James Cross, Jr., VP Customer Analytics and Risk
Management

Team Lead

Current Status

This recommendation is substantially complete with one aspect pending. The Option 3:
“Customer Usage Trends” action noted below is tied to the Option 2: “EE End Use Customer
Survey” action for Recommendation V-2 — i.e., that survey will also be used for purposes of
meeting the requirements under this recommendation. As indicated in Recommendation V-
2, the NYSERDA RFP has been conducted, bids have been reviewed and a consensus
recommendation for procuring a contractor for the survey has been made.

Major Activitiesand Schedule

Major Activities/
Milestones

Estimated
Start Date

Estimated
Completion
Date

Actual
Completion
Date

Current
Status

Option 1: “Post M odel
Adjustments’

Collect projections from
customer groups

Jan 2010

Jun 2010

Feb 2010

Complete

Implement “below the
line” adjustments to
modeled forecasts to
capture EE/DG
projections.

Jul 2010

Dec 2010

Feb 2010

Complete

Option 2: “Alternative
Model / Methods’
Conduct research on
alternative models and
methods

Apr 2010

Dec 2010

Oct 2010

Complete

Cost / Benefit
Assessment

Jan 2011

Jun 2011

Oct 2010

Complete

Software/Training (if go)

Jul 2011

Sep 2011

Apr 2010

Complete
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Implement (if go) Oct 2011 Apr 2010 Complete
Option 3: “Customer Apr 2010 Sep 2010 Sep 2010 Complete
Usage Trends’

Analyze customer use

trends

Collect end-use customer Apr 2010 TBD In Progress
survey information (can

use the same survey as in

rec’d 2, option 3 above)

Use survey data to inform Jan 2011 TBD Pending

/ update models, if collection of
appropriate data above
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D. System Planning

Recommendation VI1-3
Evaluate the effectiveness of system plans each year to determine how well they are

meeting system planning objectives such as reliability goals, and directing capital
resour cesto specific issue areas and performance trends.

Implementation Plan L eads

Executive Sponsor Christopher E. Root, SVP Network Strategy

Team Lead Cheri Warren, VP Asset Management

Current Status

Asset Management strategies are reviewed and revised periodically or as assumptions
change. The Company also undertakes a number of annual system studies (e.g., Asset
Condition Report and Five-Year Capital Investment Plan) that each involve the evaluation of
the Company’s Asset Management strategies. The Company submitted its first 15-Year
System Plan in draft form to the Staff in April 2011, and had a series of meetings with Staff
to discuss plan revisions. Changes were made to the 15-Year Plan based on Staff’s feedback,
and a revised plan was submitted on February 28, 2012.

The Company is developing a process and methodology to evaluate the performance of
the 15-Year System Plan (to be prepared every two years) and Capital Investment Plan
(prepared annually) which will be focused on metrics related to reliability, plan adherence /
performance, spending rationale review, etc. This review will take place upon the
completion of the fiscal year plan and be incorporated into the next annual Capital
Investment Plan submitted in January.

Major Activitiesand Schedule

Major Activities/ Estimated Estimated Actual Current

Milestones Start Date Completion Completion Status
Date Date

Asset Management Jan 2010 Jan 2013 In Progress

Strategies will be and on-going

reviewed and revised
accordingly over a two-
year period beginning in
January 2010. (VII-3)
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E. Program and Project Planning and M anagement

Recommendation VIII-1

Ensurethat projectsare managed in accor dance with PM P requir ements.

Implementation Plan Leads

Executive Sponsor Ellen Smith, Chief Operating Officer
Team Lead David Way, VP Project Management and Complex
Construction

Current Status

The Project Management Playbook (“PM Playbook™ or “PMP”) has been revised as part
of the End-to-End Project Management initiative to define the level of management and
oversight provided to projects of various complexities. The Project Complexity Action Team
has established specific criteria for the method and process of managing projects whereby
projects will be scored based on numerous factors that drive complexity including: cost,
project components, outages, project duration, community outreach, land/rights
requirements, etc. Most projects undertaken by National Grid will fall under one of three
levels: Levels 1, 2 and 3, with Level 1 projects being the most complex and Level 3 being the
least complex. Each project will follow a set of Project Management guidelines specific to
its complexity as defined in the PM Playbook.

Version 5.0 of the combined PM Playbook, including documentation of the process for
non-PMP managed projects (i.e., Level 3), has been developed. The PMP managed projects
(Level 1 & Level 2) are finalized and approved with the PM Playbook, while non-PMP
managed projects (Level 3) are in beta status. The redefined role and associated procedures
for the management of Level 3 projects will be implemented in the Spring 2012 timeframe
This implementation is primarily dependent on the continued training and rollout of the
Company’s complexity scoring model, which determines whether a project is Level 1, 2, or
3. Also, Level 3 Step 0, which are activities leading up to a Level 3 project’s first delegation
of authority approval for preliminary engineering, is still in development. Established roles
and responsibilities within this step are required to fully implement the Level 3 procedures.

In order to manage implementation, the Company has broken down this overarching
recommendation to ensure projects are managed in accordance with PMP requirements into
four “sub-recommendations”; i.e., Recommendations VIII-1-1, VIII-1-2, VIII-1-3, and VIII-
1-4. The progress for the sub-recommendations is reported separately and Recommendation
VIII-1 will only be deemed “Implemented” at such time as all its elements and associated
sub-elements have been completed. At this time, the Company considers sub-
Recommendations VIII-1-1, VIII-1-3, and VIII-1-4 completed, and only sub-
Recommendation VIII-1-2 remains in-progress.
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Major Activitiesand Schedule
Major Activities/ Estimated Estimated Actual Current
Milestones Start Date Completion Completion Status
Date Date
Publish criteria Apr 2010 Mar 2011 Mar 2011 Complete
document that defines
the level of project
management discipline
that will be applied to a
project.
Fully document process Jan 2010 Spring 2012 In Progress

for non PMP managed
projects.
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Recommendation VII1-1-1

Make Quality Assurance an integral part of the project management process for
both in-house and regional delivery venture work forces.

Implementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer
Team Lead David Way, VP Project Management and Complex
Construction

Current Status

National Grid has taken steps necessary to make Quality Assurance an integral part of the
project management process. For example, Quality Assurance conducts Project Management
Desk Audits on a monthly basis to review the Project Manager’s adherence to the steps in the
PM Playbook with the goal of verifying conformance with the PM Playbook and identifying
any non-conformances, opportunities for improvement, corrective/preventive actions, etc. A
Quality Manual defining the scope, requirements, authorities, responsibilities and
documentation of the Quality Management System (“QMS”) for Operations Performance has
been developed, and QMS testing and gap analysis conducted in early 2010 helped identify
gaps in the process versus the PM Playbook. In addition, a Quality Council Manual has been
established which describes the Quality Council’s scope, the Quality Council Management
System (“QCMS”), including the processes needed for the QCMS; as well as the monitoring
of the operation, control and resource management of these processes through bi-monthly
Quality Council meetings.

This recommendation and associated activities are part of the overarching
recommendation to ensure that projects are managed in accordance with PMP requirements
(Recommendation VIII-1).  Details supporting the implementation of this “sub”-
recommendation have been provided to Staff for review and will be deemed “Implemented”
at such time as all elements and sub-elements associated with Recommendation VIII-1 have
been completed.

Major Activitiesand Schedule

Major Activities/ Estimated Estimated Actual Current Status
Milestones Start Date | Completion | Completion
Date Date
Project Management
Quality System
Quality Manual Jul 2009 Mar 2010 Mar 2010 Complete

107



Exhibit _ (MAP-3CU)

Page 26 of 73

PM Playbook Work & | Jul 2009 May 2011 Mar 2011 Complete and on-
Sub-work Instructions going (PM Playbook
Work & Subwork
Instructions are updated as

needed

Project Mgmt Audits Mar 2010 On-going Apr 2010 Complete and on-
going

QMS Testing & Gap | Apr 2010 Dec 2010 Jun 2010 Complete

Analysis

Quality Council

Bi-Monthly Quality Apr 2009 On-going Apr 2010 Complete and on-

Council Meetings going
Construction Audits Complete and on-
going
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Recommendation VI11-1-2
Have project managers actively monitor overall project progress against the
baseline schedule and review cost versus progress and budget. (Refers to Finding
VIII-11)

Implementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer
Team Lead David Way, VP Project Management and Complex
Construction

Current Status

Based on a review of National Grid governance boards and project review committees,
the Company has established a framework whereby one committee will be responsible for
monitoring progress of capital projects with respect to cost and schedule. The Portfolio
Calibration Meeting (“PCM”) meets monthly, with the first meeting held May 31, 2011. The
PCM also conducts a monthly review of sample projects for overall costs and schedule
adherence. The PCM replaces the Transmission Resource Allocation Committee (“TRAC”)
and the System Resource Allocation Committee (“SRAC”), and will promote greater
coordination in project development and management.

The implementation of formal monitoring of non-PMP projects is currently underway.
Project management responsibility of all non-PMP projects was assigned to Operations
Resource Planning in the fall 2011. Distribution Line non-PMP projects have been converted
into the new Level 3 complexity Work Breakdown Structure. Conversion to the new
templates for Transmission Line and Distribution and Transmission substation projects are
currently underway, with an anticipated completion date of summer 2012. The last
component of the formal monitoring of these projects will be implementation of the Level 3
Complexity non-PMP Playbook, as noted in Recommendation VIII-1.

National Grid’s efforts to develop a Work Breakdown Structure (“WBS”), establish an
Estimating Center of Excellence (“ECoE”), including a centralized estimating group, and
implement a common estimating tool will assist project managers to actively monitor and
manage projects with respect to schedule, scope, and budget. Additional detail regarding the
WBS and the estimating group and tools are described in Recommendation VIII-2 and VIII-
3, respectively.

Details supporting implementation of this “sub”-recommendation VIII-1-2 will be
provided to Staff for review when available. “Parent” Recommendation VIII-1 will be
deemed “Implemented” when all associated elements and sub-elements are completed.
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Major Activities/ Estimated Estimated Actual Current

Milestones Start Date Completion | Completion Status
Date Date

Formal project reviews at Apr 2010 Jul 2011 May 2011 Complete

governance boards & on-going

Formal monitoring of non Jun 2011 Summer 2012 In Progress

PMP projects

110



Exhibit  (MAP-3CU)
Page 29 of 73

Recommendation VII11-1-3

Adhereto policies and procedures regarding project cost control and re-sanctioning
requirements. (Refersto Finding VI111-19).

Implementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer
Team Lead David Way, VP Project Management and Complex
Construction

Current Status

Training sessions associated with the sanctioning and re-sanctioning of transmission and
distribution projects were held in June and July 2010 for staff members that are involved in
the management of project delivery. Additional training sessions on sanctioning and re-
sanctioning will be delivered as part of the End to End Project Management rollout and
revised Project Management Playbook distribution.

This recommendation is also part of the overarching recommendation to ensure that
projects are managed in accordance with PMP requirements (Recommendation VIII-1).
Details supporting the implementation of this “sub”-recommendation have been provided to
Staff for review and will be deemed “Implemented” at such time as all elements and sub-
elements associated with Recommendation VIII-1 have been completed.

Major Activitiesand Schedule

Major Activities/ Estimated Estimated Actual Current

Milestones Start Date Completion Completion Status
Date Date

Roll out training for all Apr 2010 Jun 2010 Jul 2010 Complete

staff involved in
management of project
delivery (for re-
sanctioning of projects).
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Recommendation VIII-1-4

Maintain compr ehensive project management files. (Refersto Finding VII11-4)

Implementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer
Team Lead David Way, VP Project Management and Complex
Construction

Current Status

National Grid has developed a Project Management Project Planner which provides the
requirements on the project documentation required to be retained and the location for such
document retention. Additionally, a Document Control Job Aid has been prepared to train
staff on the new policy. This training was rolled-out to Project Managers as part of the
Company’s overall Quality Management System training.

This recommendation is also part of the overarching recommendation to ensure that
projects are managed in accordance with PMP requirements (Recommendation VIII-1).
Details supporting the implementation of this “sub”-recommendation have been provided to
Staff for review and will be deemed “Implemented” at such time as all elements and sub-
elements associated with Recommendation VIII-1 have been completed.

Major Activitiesand Schedule

Major Activities/ Estimated Estimated Actual Current

Milestones Start Date Completion | Completion Status
Date Date

Complete review and Apr 2010 Oct 2010 May 2010 Complete

develop policy for

retention requirements

for project

documentation.

Training staff on the Jan 2011 Jun 2011 Jun 2010 Complete

new policy
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Implement a Work Breakdown Structure (WBS) system to organize and manage
projects. Use of a WBS should improve project cost and schedule management,
monitoring, reporting, and feedback. (Refersto Finding VI11-13)

Implementation Plan L eads

Executive Sponsor

Ellen Smith, Chief Operating Officer

Team Lead

Thomas Bennett, Director Resource Planning

Current Status

This recommendation is in progress, with several aspects already completed. A WBS has
been implemented into the Company’s Primavera P6 system for future projects. Other elements
of this recommendation (e.g., capturing costs for lower level WBS and workforce time
reporting) will be implemented following deployment of the US Foundation Program.

Major Activitiesand Schedule

Close Out

Major Activities/ Estimated Estimated Actual Current

Milestones Start Date Completion Completion Status
Date Date

Continue with existing On-going Jul 2010 Jul 2010 Complete

P6 rollout schedule.

Best Practices & Jan 2010 Feb 2010 Mar 2010 Complete

System Assessment

Process and Systems Feb 2010 Mar 2010 Mar 2010 Complete

Specification

Requirements

Implementation Plan May 2010 Jun 2010 Jun 2010 Complete

Detail Design & Project Jun 2010 Feb 2011 Mar 2011 Complete

Type/WBS Matrix

Systems Modification Aug 2010 Feb 2011 Mar 2011 Complete

Plan

Training Plan and Job Aug 2010 Mar 2011 Feb 2011 Complete and

Aids on-going

System Modification Sep 2010 Jun 2011 Jul 2011 Complete

and Testing

User Training ( PgM & Oct 2010 Sept 2011 Sept 2011 Complete and

PM) On-Going

Final Documentation & Jan 2011 TBD Pending
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Recommendation VII1-3

Complete implementation of ECOE roles and responsibilities including establishing
estimating tools, metrics and policies, creating estimating units and identifying and
resolving areas of estimating deviations. (Refers to Findings VII11-16, VII1-18, and,
and VI11-26).

Implementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer

Team Lead Thomas Bennett, Director Resource Planning

Current Status

Estimating Center of Excellence (“ECoE”) roles and responsibilities have been defined
and further definition will occur as part of the End-to-End Project Management initiative and
transition to the new jurisdictional organization model. Appropriate performance metrics and
KPIs in connection with project estimating are also being developed in conjunction with this
initiative. A high level scorecard for the estimating accuracy target is currently in use.
Additional metrics will be developed as data and reports become available from the new
systems.

The US Cost estimating application (i.e., Success Enterprise) is available for use and
being used by the substation, transmission line, and planning groups; its use in distribution
line is limited and will evolve as the Company further develops the End-to-End process and
procedures. A STORMS data extract has been developed to help facilitate the use of Success
Enterprise for distribution line estimating. An Estimating Procedures Team has been
established within the ECoE and is meeting regularly to discuss systems interface details and
testing, to develop estimating units, and to create process and procedure documentation, from
which training will follow. The Transmission Line and Substation unit cost libraries have
been standardized and updated. The new libraries will be implemented in June 2012 in
conjunction with other system enhancements. These enhancements include new standardized
estimating templates and an updated version of Success Enterprise (Version 10.2) that is
currently in the testing phase. A Success Enterprise to Primavera P6 interface solution has
been developed and is scheduled for testing in June 2012 and implementation in July 2012.
Continued system enhancement and systems interface alignment is on-going and needed
(along with supplemental resources as noted in Recommendation VIII-4) to achieve adequate
configuration, functionality, and full implementation of the estimating tool.
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Major Activities / Estimated Estimated Actual Current Status
Milestones Start Date Completion Completion

Date Date
US Cost Estimating In progress Mar 2011 Mar 2011 Complete
Application (available for use
Transmission Line In progress Sep 2010 May 2010 Complete
Estimating Process
Implement US Cost Apr 2010 Jul 2012 In Progress (in

application
(including start of
estimating variance
analysis)

use by
substation,
transmission
line, and
planning groups;
distribution line
use pending)
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Establish groups of professional estimators for US transmission and distribution
that will develop estimates for planning, engineering and construction. Use these
internal estimators to set and validate baseline estimates established for the RDV

contractors.

Implementation Plan L eads

Executive Sponsor

Ellen Smith, Chief Operating Officer

Team Lead

Thomas E. Bennett, Director Resource Planning

Current Status

The Estimating Center of Excellence (“ECoE”) staff includes a group of professional
estimators to support estimation of capital projects. The team has been focused on system
interfaces, developing the policies and procedures documentation, developing metrics, and
the continued development of estimating units in order to achieve adequate configuration,

functionality, and full implementation of the estimating tool.

Major Activitiesand Schedule

Major Activities/ Estimated Estimated Actual Current

Milestones Start Date Completion Completion Status
Date Date

Issue transmission In progress Sep 2010 May 2010 Complete

estimating process

Hire professional In progress Sep 2010 Jun 2010 Complete

estimators for

substation and

transmission line

projects

Implement US Cost In progress Jul 2012 In Progress —

application See VIII-3

Determine Distribution Sep 2010 Jun 2011 Sept 2011 Complete

line estimator
requirements
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Recommendation VII1-6

Ensurethat all capital work ordersare closed to plant in-service (FERC Account
101) within 90 days of equipment being energized. (Refersto Finding VII11-25).

Implementation Plan L eads

Executive Sponsor Christopher E. Root, SVP Network Strategy

Team Leads Marie Jordan, VP Electric Systems Engineering

Current Status

The Company has taken several actions to address work order closeout issues. These
include: (1) an effort to reduce the backlog of outstanding work orders, including identifying
factors that lead to prolonged open work orders and developing process improvements to
reduce such work orders; (2) education and training of personnel on factors that affect timely
work order processing; and (3) development of metrics to measure work order processing
performance. In addition, the Company is developing: (i) validation guidelines that the
business will follow to avoid future backlogs; (ii) prototype reporting to identify work orders
that fall outside the aforementioned guidelines; and (iii) profiles of work order types to
determine whether the mandated closeout of all work orders from FERC Account 106 to
Account 101 within 90 days from energization can be accommodated in all cases.

Importantly, many of the factors leading to prolonged open work orders relate to
interfaces between personnel and the Company’s work management and plant accounting
systems and the functionality of those systems. As part of the implementation of the US
Foundation Program, many of the work management system characteristics that can lead to
prolonged open work orders are being addressed. Thus, following implementation of the US
Foundation Program, the Company anticipates that the prolonged open work order issue will
be significantly mitigated.

The Company continues to finalize the long term process and application configurations
and anticipates implementing the associated recommendations by October 2012 as part of the
US Foundation Program integration.
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Major Activitiesand Schedule
Major Activities/ Estimated Estimated Actual Current
Milestones Start Date Completion Completion Status

Date Date
Short Term cross In progress Jul 2011 July 2011 Complete
functional team
initiatives
Initiate Long Term Feb 2010 Jul 2011 July 2011 Complete
Solutions Study
Present LT Study June 2010 Oct 2012 In Progress

Recommendations and
secure approvals
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F. Capital and Operating & Maintenance Budgeting

Recommendation | X-6

Include applicable master and functional SLAs with the annual update of service
contractsfiled with the PSC. (Refersto Finding I X-17)

Implementation Plan L eads

Executive Sponsor Rudy Wynter, SVP Shared Services

Team Lead Michael loanilli, Project Manager

Current Status

The Company will implement this recommendation with the annual filing of the service
contracts after the service companies are consolidated (following implementation of the US
Foundation Program).

IMPLEMENTATION PLAN—UPDATE 7 33 nationa[grid
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CHAPTER 3—IMPLEMENTED RECOMMENDATIONS

Currently, there are seventeen (17) of the forty-four (44) Management Audit
recommendations for which the Company has completed action steps associated with full
implementation, but for which Staff review and acceptance is not yet completed. The
individual recommendations in this status category are indicated in Table 4.

PENDING REVIEW

Table4 --Update 7 | mplemented Recommendations Pending Review

Rec
Number

Recommendation

May 2012
Status

I1-3

Prepare a business plan document for NMPC electric operations that
combines strategic and operating activities with capital and O&M
budgets, and ensures that the resulting plan documents the scope of
business planning for the benefit of NMPC electric ratepayers. (Refers
to Finding I11-14)

Pending Review

III-5

Specify how the company is going to monitor and measure the benefits
to ratepayers arising from the investment in Smart Grid technology for
the pilot projects. When applying for authorization for further Smart
Grid technology, include a cost benefit analysis demonstrating how the
results of the project will provide a net benefit to all ratepayers. (Refers
to Finding I11-20)

Pending Review

I11-6

Recruit and appoint an independent member to NG’s Board of Directors
who is experienced in US utility operations and/or regulation. (Refers to
Finding I11-27)

Pending Review
(new status)

I-7

Dissolve Niagara Mohawk Holdings, Inc. (Refers to Finding I11-29)

Pending Review

I-9

Replace the current membership of the NMPC BOD and the NG USA
BOD with members who are representative of NG’s senior US
management of all of its LOBs operating in the US. (Refers to Findings
III-31 and 11-32)

Pending Review

VI-2a

Continue activities to develop a long-term strategy and short-term
tactical supply procurement plan as laid out in the Collaborative
meetings and incorporate these plans into the corporate business plan.
(Refers to Findings VI-10, VI-11, VI-13 and VI-14)

Pending Review

Define and restructure the risk management policies, procedures and
functions to assure appropriate monitoring of risk factors as the
transition and long-term supply procurement plans are implemented.
The risk management tools should incorporate appropriate market
monitoring to know when contingencies are needed. (Refers to Finding
VI-12)

Pending Review
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VII-1

Develop an integrated NMPC Transmission and Distribution system-
wide plan. (Refers to Findings VII-4,VII-8, VII-14, VII-15, VII-16, VII-
17, VII-18, and VII-31)

Pending Review

VII-2

Utilize annual operational reports such as the Transmission System
Reliability Performance Report and the Distribution Reliability Report
as inputs to asset health/strategy and subsequently recommended
projects. Demonstrate how the annual integrated system plans directly
address reliability issues raised in the two reports. Show progress
against known system deficiencies such as “worst-performing circuits”
and outage causal factors. Identify and relate capital programs and
projects to specific reliability performance issues and measure effect.
(Refers to Findings VII -3, VII-4, VII-5, VII-25, and VII-26)

Pending Review

VII-4

Evaluate the causal factors and impact on capital budgets and system
planning of projects “walked in” and “walked out” of the system plans.
Identify why the projects walked in were not initially planned, what will
be done in future planning cycles to remediate these issues and how
projects displaced into future planning periods will be accommodated.
(Refers to Findings VII -11 and VII-29)

Pending Review

VII-6

Evaluate outages that were avoidable due to improved system planning
(capital) and preventive maintenance (O&M) such as vegetation and
failed equipment. Determine the budget necessary to provide the level
of maintenance that would have prevented the outages and compare
against the current maintenance budget. Analyze the costs associated
with the outages with incremental increases in maintenance programs.
(Refers to Findings VII -3, VII-4, VII-5 and VII-25)

Pending Review

VII-7

Establish a traditional transmission utility system planning function that
results in industry accepted planning products such as: system-wide
studies not just area studies; five-year, ten-year, 15-year and 20-year
system layouts; integrated ten to twenty year system plans; and
timelines of system needs. (Refers to Findings VII-8, VII-11, VII-13,
VII-24, and VII-26)

Pending Review

VII-9

Adopt a results oriented approach to drive the development and
implementation of asset management strategies by their relationship to
equipment failure causal factors and system performance: Prioritize
asset management strategies by their relationship to outage causal
factors and their ability to directly affect reliability performance
measures; Evaluate this stratification annually to maintain focus;
Differentiate long term asset strategies from those dealing with specific
reliability problems and their incorporation into the annual system
plans; Evaluate the effectiveness of asset management strategies in
terms of the number of capital projects and maintenance programs
actually executed. (Refers to Findings VII-18 and VII-25)

Pending Review
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IX-4

Set specific target dates and complete the development and execution of
Service Level Agreements between the U.S. Transmission and ED&G
LOBs and each of the organizational groups and departments that
provide shared services to these LOBs as outlined by NG in the
collaborative process. (Refers to Findings IX-13 and IX-15)

Pending Review

IX-5

Amend the service contracts so as to refer to and incorporate as
appropriate, the master SLAs and the functional SLAs, which will
provide full disclosure about the service levels and costs as well as the
types of services provided and the cost methodologies for services
provided. (Refers to Finding IX-17)

Pending Review
(new status)

X-1

Complete implementation of improvements to the work management
program for field forces as identified in the collaborative process.
Improvements required include establishing an internal distribution
construction workforce, completing the remaining three elements in the
EDOT work management initiative, improving its work time standards,
and tracking all 29 value metrics for measuring field force productivity.
(Refers to Findings X-1, X-22, and X-24)

Pending Review
(correction)

Separate the EDOT project into elements and evaluate them as
individual projects in the business planning process, rather than treating
them as an on-going mega project. At a minimum, integrate the current
EDOT into the business planning and performance management
process. (Refers to Finding X-18)

Pending Review
(correction)

Information regarding the implementation status of these recommendations appears
below, with further details and specifics available in the Company’s previously submitted

Update Reports.
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A. Corporate Mission, Objectives, Goals and Planning

Recommendation I11-3

Prepare a business plan document for NMPC electric operations that combines
strategic and operating activities with capital and O& M budgets, and ensures that
the resulting plan documents the scope of business planning for the benefit of

NMPC eectric ratepayers. (Refersto Finding I 11-14).

Implementation Plan L eads

Exhibit _ (MAP-3CU)
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Executive Sponsor Ken Daly, President New York

Team Lead David B. Doxsee, VP Finance New York

I mplementation of Recommendation

The Company completed the first annual five-year Niagara Mohawk electric operations
business plan document in April 2010, and the 2011 business plan document was provided to

Staff May 20, 2011.

Major Activitiesand Schedule

Major Activitiesand Milestones Current
Status
Initial submission of Business Plan information by legal entity data Complete
Final submission of the Business Plan detail by legal entity Complete
Apr 2010

Initial draft of the first NMPC Electric 5-year business plan document Complete
completed and approved for FY2010/11 though FY2014/15 Apr 2010
Ongoing process for development, review, and completion of the NMPC 5- Complete
year business plan agreed with North Star and PSC Staff May 2010
Kick-off of the NMPC 5-year annual business plan. A full business plan Complete
cycle will include development and documentation of: (on-going)
a.) NMPC strategic plan
b.) NMPC priorities (near and long term)
c.) 5 year financial forecast including:

1.) Profit and loss statements

2.) Capital Investment Plans

3.) Operating and Maintenance expense forecasts

4.) Revenues forecasts
Completion of the annual NMPC business plan Complete

(on-going)

123



Exhibit  (MAP-3CU)
Page 42 of 73

Recommendation |11-5

Specify how the company is going to monitor and measur e the benefitsto ratepayers
arising from the investment in Smart Grid technology for the pilot projects. When
applying for authorization for further Smart Grid technology, include a cost benefit
analysis demonstrating how the results of the project will provide a net benefit to all
ratepayers (Refersto Finding 111-20).

Implementation Plan L eads

Executive Sponsor Tom King, Executive Director, US

Team Lead Cheri Warren, VP, Asset Management

| mplementation of Recommendation

National Grid withdrew its Modified New York Smart Program Proposal on February 11,
2011, and is not implementing the Smart Grid pilot projects at this time. To the extent the
Company proposes Smart Grid investments or activities in the future, it will include
information on the relative benefits of the investment or activity at that time.
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Recommendation |11-6

Recruit and appoint an independent member to NG’'s Board of Directors who is
experienced in US utility operations and/or regulation.

I mplementation Plan Sponsor and L ead

The implementation of this recommendation is the responsibility of the National Grid
Board of Directors of National Grid plc.

Current Status

In April 2012, National Grid announced the appointment of Nora Mead Brownell to the
National Grid plc Board of Directors effective June 1, 2012. Ms. Brownell has extensive US
utility and regulatory experience, having served as a Commissioner with the Pennsylvania
Public Utility Commission and Federal Energy Regulatory Commission.
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Recommendation |11-7
Dissolve Niagara Mohawk Holdings, Inc. (NMHI)
Implementation Plan L eads
Executive Sponsor Colin Owyang, SVP and US General Counsel
Team Lead Timothy McAllister, Assistant General Counsel & Director
Corporate

I mplementation of Recommendation

Significant future potential tax implications do not favor dissolving Niagara Mohawk
Holdings at this time. Given the minimal oversight required, customers receive no benefit
from dissolution of the company. Accordingly, this recommendation will not be
implemented.

Major Activitiesand Schedule

Major Activitiesand Milestones Current Status

Check with Treasury, Tax and Legal regarding ability Complete
to eliminate separate entity

Corporate actions to merge NMHoldings into NGUSA | No action is to be taken based on
results of evaluation
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Recommendation 111-9

Replace the current membership of the NMPC BOD and the NG USA BOD with
members who are representative of NG’s US senior management of all of its LOBs
operatingin New York and the US.

Implementation Plan L eads

Executive Sponsor Colin Owyang, SVP & US General Counsel

Team Lead Catherine L. Nesser, VP & Deputy General Counsel

Current Status

In early 2010, the National Grid USA Board elected the most senior executives in the US
as members, consistent with the recommendation. The Board remains comprised of the most
senior executives in the U.S. In the 2010 Electric Rate Case (Case 10-E-0500), the
Commission directed the Company, Staff and interested parties to collaborate to determine
which provisions from the prior rate plan would be continued in the current rate plan. An
agreement was reached on, among other things, the structure and composition of the Niagara
Mohawk Board of Directors, which is different from the structure recommended in the
Management Audit. That agreement was filed in the Report on Rate Plan Provisions
(“Report”) dated January 31, 2012. In 2011, the Company elected a new Board consistent
with the Report. If the Report is approved as filed, the Company will consider this
recommendation complete. If the requirements of the Company’s Board composition change
as a result of the Commission’s actions on the Report, the Company will re-evaluate this
Recommendation.

Major Activitiesand Schedule

Major Activities/ Milestones Estimated Actual Current Status
Completion Completion
Date Date
Exec paper with Dec 2009 Dec 2009 Complete
recommendation
Petition for change in Jun 2010 Jun 2010 Complete
Attachment 23 of MJP (Petition reversed
due to MJP
Collaborative
Process)
Submit report and petition to June 2012 Jan 2012 Complete
Commission that addresses (Report on Rate
composition of NMPC Board of Plan Provisions
Directors filed)
Appoint/ Elect new Directors Only necessary | Jun & Aug 2011 Complete (new
(45 days after approval of if PSC orders election per MJP
above) other Collaborative
requirements Process)
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B. Supply Procurement

Recommendation VI-2a

Continue activities to develop a long-term strategy and short-term tactical supply
procurement plan as laid out in the Collaborative meetings and incor porate these

plansinto the corporate business plan.

Implementation Plan L eads
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Executive Sponsor James S. Madej, SVP Chief Customer Officer

Team Lead John V. Vaughn, VP Energy Procurement

I mplementation of Recommendation

A revised long-term strategy and short-term tactical implementation plan for supply
procurement has been completed. Also, the Electric Supply team is developing process

improvements to increase the accuracy of the daily electric load forecast.

Major Activitiesand Schedule

Major Activities and Milestones

Current Status

Commence Internal Audit of electric supply Complete Jan 2010
procurement.

Receive and review final report from Internal Audit. Complete Mar 2010
Develop implementation plan to address gaps Complete May 2010
identified in Internal Audit report.

Implement changes to address gaps from the Internal Complete Aug 2010

Audit report.
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Recommendation VI-3

Define and restructure the risk management policies, procedures and functions to
assure appropriate monitoring of risk factorsasthetransition and long-term supply
procurement plans are implemented. The risk management tools should
incorporate appropriate market monitoring to know when contingencies are
needed.

Implementation Plan L eads

Executive Sponsor James S. Madej, SVP Chief Customer Officer

Team Lead James A. Cross, Jr., VP Customer Analytics and Risk
Management

I mplementation of Recommendation

The revised risk management framework for supply procurement is complete. In
addition, the Energy Procurement Risk Management Committee (“EPRMC”) and the
expanded Commodity Management Committee (“CMC”) have been restructured.

These two committees review and approve the Electric Supply procurement strategies.
The EPRMC continues to meet approximately monthly and includes senior management
from Regulatory, Legal, and Treasury. The CMC also continues to meet approximately
monthly, and is comprised of management staff from Regulatory Pricing, Risk Management,
Legal, Supplier Services, Credit and Accounting.

Schedule

Since the elements of the implementation plan are similar, refer to implementation
schedule for Recommendation VI-2a.
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C. System Planning

Recommendation VII-1 through VI11-10, excluding VII-3, VII-5, VII-8, &

VII1-10

There are six (6) recommendations relating to system planning whose status is “Pending

Review.’

For those six recommendations (see Table 5, below), the Company provides this

consolidated response in light of the plan to produce an integrated system plan that addresses
all system planning recommendations.

Table 5--System Planning Recommendations Pending Review

VII-1

Develop an integrated NMPC Transmission and Distribution system-wide plan. (Refers to Findings
VII -4,VII-8, VII-14, VII-15, VII-16, VII-17, VII-18, and VII-31)

VII-2

Utilize annual operational reports such as the Transmission System Reliability Performance Report
and the Distribution Reliability Report as inputs to asset health/strategy and subsequently
recommended projects. Demonstrate how the annual integrated system plans directly address
reliability issues raised in the two reports. Show progress against known system deficiencies such
as “worst-performing circuits” and outage causal factors. Identify and relate capital programs and
projects to specific reliability performance issues and measure their effect. (Refers to Findings VII
-3, VII-4, VII-5, VII-25, and VII-26)

VII-4

Evaluate the causal factors and impact on capital budgets and system planning of projects “walked
in” and “walked out” of the system plans. Identify why the projects walked in were not initially
planned, what will be done in future planning cycles to remediate these issues and how projects
displaced into future planning periods will be accommodated. (Refers to Findings VII -11 and VII-
29)

VII-6

Evaluate outages that were avoidable due to improved system planning (capital) and preventive
maintenance (O&M) such as vegetation and failed equipment. Determine the budget necessary to
provide the level of maintenance that would have prevented the outages and compare against the
current maintenance budget. Analyze the costs associated with the outages with incremental
increases in maintenance programs. (Refers to Findings VII -3, VII-4, VII-5 and VII-25)

VII-7

Establish a traditional transmission utility system planning function that results in industry
accepted planning products such as: system-wide studies not just area studies; five-year, ten-year,
15-year and 20-year system layouts; integrated ten to twenty year system plans; and timelines of
system needs. (Refers to Findings VII-8, VII-11, VII-13, VII-24, and VII-26)

VII-9

Adopt a results oriented approach to drive the development and implementation of asset

management strategies by their relationship to equipment failure causal factors and system

performance.

e  Prioritize asset management strategies by their relationship to outage causal factors and their
ability to directly affect reliability performance measures.

e  Evaluate this stratification annually to maintain focus.

e Differentiate long term asset strategies from those dealing with specific reliability problems
and their incorporation into the annual system plans.

e Evaluate the effectiveness of asset management strategies in terms of the number of capital
projects and maintenance programs actually executed. (Refers to Findings VII-18 and VII-25)

Implementation Plan L eads

Executive Sponsor Christopher E. Root, SVP Network Strategy

Team Lead Cheri Warren, VP Asset Management
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I mplementation of Recommendation

In April 2011, the Company provided Staff its draft 15-Year System Plan. The integrated
System Plan has a 15-year outlook and will be updated annually. It evaluates the present
state of the system and technology today and considers possible future state(s) of the system
and technology as conditions evolve over the planning timeframe. The scope of the Plan
reaches into all parts of National Grid, thus requiring significant and coordinated input from
several departments including Transmission and Distribution Planning, Asset Management,
Energy Procurement, Customer & Markets, Smart Grid and Regulation. Since the April
2011 submission, the Company and Staff have had a series of meetings to discuss plan
revisions. Changes were made to the 15-Year Plan based on Staff’s feedback, and a revised
plan was submitted on February 28, 2012.

Besides the report itself, there are a number of related individual management audit
recommendations which will be addressed either as part of the main report itself or, in some
cases, by reference to other documents or procedures. The updated status of those
management audit recommendations is reported below.

Major Activitiesand Schedule

Major Activities and
Milestones

Estimated
Start Date

Estimate
Completion
Date

Actual
Completion
Date

Current
Status

Deliver Integrated
NMPC Transmission
and Distribution
Strategic System Plan.
(SSP) (VII-1)

Feb 2010

Apr 2011

Apr 2011

Complete

Develop a schedule
for completing the
Implementation Plan
as set forth herein for
filing a SSP by April
2011.

Feb 2010

Feb 2010

Mar 2010

Complete

Determine process to
review methods to use
information derived
from annual
operational reports.
(VII-2)

Feb 2010

Sep 2010

Dec 2010

Complete and
on-going

Project Walk-in
Report — Addition of
Spending Rationale
Classification and
incorporation of
project walkout

Apr 2010

May 2010

May 2010

Complete
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information. (VII-4)

Perform economic
studies to identify
more efficient system
modifications that can
reduce the costs of
service and increase
utilization of
resources. (VII-5)

Dec 2010

Dec 2010

Complete and
on-going

Develop process in
order to evaluate
outages that were
avoidable due to
improved system
planning and
preventive
maintenance. (VII-6)

Feb 2010

Dec 2010

Dec 2010

Complete and
on-going

Incorporate the results
of a traditional
transmission utility
system planning
function. (VII-7)

Feb 2010

Apr 2011

Apr 2011

Complete

Adopt a results
oriented approach to
drive the development
and implementation
of asset management
strategies by their
relationship to
equipment failure
causal factors and
system performance.
(VII-9)

Feb 2010

Sep 2010

Dec 2010

Complete and
on-going
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D. Capital and Operating & Maintenance Budgeting

Recommendation | X-4

Set specific target dates and complete the development and execution of Service
Level Agreements between the US Transmission and ED& G LOBs and each of the
organizational groups and departments that provide shared services to these LOBs
asoutlined by NG in the collabor ative process.

Implementation Plan L eads

Executive Sponsor Rudy Wynter, SVP Shared Services

Team Lead Michael loanilli, Project Manager

Current Status

Service Level Agreements between Niagara Mohawk and internal service providers have
been agreed and executed with: Corporate Affairs, Customer, Finance, Human Resources,
Insurance, Information Services, Legal, Network Strategy, Operations, Procurement,
Regulation and Pricing, Security, Shared Services, SHE (Safety, Health and Environment),
Tax and Treasury.
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Recommendation | X-5
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Amend the service level contracts so as to refer to and incor porate as appropriate,
the master SL As and the functional SLAs, which will provide full disclosure about

the service levels and costs as well as the types of services provided and the costs
methodologiesfor servicesprovided. (Refersto Finding I X-17)

Implementation Plan L eads

Executive Sponsor

Rudy Wynter, SVP Shared Services

Team Lead

Michael loanilli, Project Manager

Current Status

The revised National Grid USA Service Company Agreement was filed with the
Commission on March 30, 2012. In addition, revisions to the Company’s cost allocation
methodologies and the general allocator were filed with the Commission on March 30, 2012.
Work is currently underway to align service descriptions between service company contracts,
National Grid’s Cost Allocation Manual and SLAs.

IMPLEMENTATION PLAN—UPDATE 7 48
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E. Work Management

Recommendation X-1

Complete implementation of improvements to the work management program for
field forces as identified in the collaborative process. Improvements include
establishing an internal distribution construction workforce, completing the
remaining three elements in the EDOT work management initiative, improving its
work time standards, and tracking all 29 value metrics for measuring field force
productivity.

Implementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer
Team Lead Mallikarjun Angalakudati, Director Operations
Performance

I mplementation of Recommendation

As part of the July 29, 2009 labor agreement extension, a Memorandum of Agreement
was established between Niagara Mohawk Power Corporation and IBEW Local Union 97
regarding a “Pilot on Distribution Line Construction (DLC).” During the term of the pilot,
the DLC group constructed larger distribution project and program work, consistent with the
type of work done by the contracted workforce, and was measured on the same Key
Performance Indicators (“KPIs”). In April 2011, the Company and the Union agreed to
dissolve the DLC, and the former DLC workforce returned to the divisions within the
Maintenance and Construction function of the new organizational model.

As indicated previously, the Company undertook a review of the initially identified 29
value metrics for measuring field force productivity and implemented a sub-set of those
metrics. The Company regularly reviews its metrics and revises them where appropriate to
produce KPIs that provide value and transparency. As such, the original field force metrics
discussed at the time of the audit have been modified after actual experience indicated the
metrics were not effective. A full review of appropriate metrics to measure and enhance field
force productivity is currently underway.

Major Activitiesand Schedule

Major Activitiesand Milestones Current Status
Analyze and design the remaining field productivity metrics Complete Mar 2010
Develop solution and process change requirements and details Complete Apr 2010
Develop cost and effort estimates to deliver each metrics Complete Jul 2010
Finalize direction based on costs benefit analysis Complete Jul 2010
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Recommendation X-4

Separate the EDOT project into elements and evaluate them as individual projects
in the business planning process, rather than treating them as an on-going mega
project. At a minimum, integrate the current EDOT into the business planning and
performance management process.

| mplementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer
Team Lead Mallikarjun Angalakudati, Director Operations
Performance

I mplementation of Recommendation

In March 2010, National Grid announced organizational changes to align the
Transformation Program with the overall Operations Performance organization in Electric
Operations, with the intent that Transformation and all other projects would be supported
through the new Project Office role in Operations Performance. The Project Office
responsibilities were expanded to provide a consistent framework for managing ongoing
change initiatives and for delivering US Electricity Operations Transformation activities
across key value drivers (i.e., safety, efficiency, reliability and customer satisfaction).

National Grid further integrated the EDO Transformation effort into the business
planning process by incorporating the initiatives into annual priorities, and including
financial planning and visibility within the business planning framework. Costs and benefits
anticipated from the EDO Transformation program were incorporated into the financial
business planning process for US Electricity Operations.

Major Activitiesand Schedule

Major Activitiesand Milestones Current Status
Align Transformation with Performance Management Complete Mar 2010
(organizationally)
Align Transformation with Business Planning Process Complete Mar 2010
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CHAPTER 4—IMPLEMENTED RECOMMENDATIONS

To date, sixteen (16) of the forty-four (44) recommendations in the Management
Audit report have been implemented by the Company and accepted by Staff as complete.’
The individual recommendations in this status category are indicated in Table 6.

Table 6--Update 7 Implemented Recommendations

Rec
Number

Recommendation

May 2012
Status

-1

Revise the corporate vision and objectives statements to more explicitly
articulate the company’s obligation to provide low cost, reliable and
safe electric service to its customers. The revised statement should
reflect the need to mitigate volatility and produce lower costs relative to
some benchmark and could include a reflection of the total bill rather
than the unit price. (Refers to Finding III-1)

Implemented

-2

Consolidate the management of U.S. electric transmission and electric
distribution into one LOB to provide greater visibility over NMPC
electric transmission and distribution operations while maintaining
NG’s ability to achieve synergies and economies of scale. (Refers to
Finding 111-4)

Implemented

111-4

Integrate supply procurement and energy portfolio management into the
business planning processes. (Refers to Finding I11-17)

Implemented

Iv-2

Utilize benchmarking in setting performance targets and establishing
NG’s current position against the targets. (Refers to Finding IV-14)

Implemented

Develop energy sales forecasts and peak demand forecasts that are
specific to Upstate New York and the sub-areas within NMPC service
territory. (Refers to Finding V-2)

Implemented

VI-1

Establish a comprehensive framework of performance metrics for the
supply procurement and risk management functions. The metrics
should build on NG’s corporate vision and goals and need to reflect the
changing electric supply procurement market and NG’s preferred
strategy in that market. (Refers to Findings VI-7 and VI-14)

Implemented

7 In the Audit Report, Recommendation VI-2 was deemed no longer needed as a result of progress made during
the collaborative process. Although Staff has indicated this recommendation is “Completed & Accepted,” the

Company does not include progress updates for this recommendation. Therefore, the Company’s total count of

44 recommendations and implemented recommendations are each one less than the Staff’s counts.
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Perform economic studies to identify more efficient system
VII-5 modifications that can reduce the costs of service and increase
utilization of resources. (Refers to Findings VII -26 and VII-29)

Implemented

Evaluate the boundaries for continuity between the integrated
transmission and the integrated distribution plans to assess whether the
entire “wires” business is adequately planned. (Refers to Finding VII-8,
VII-10, VII-13, and VII-25)

VII-§ Implemented

Initiate or partner with NYISO on appropriate studies regarding the
effect and needed response to increased application of Distributed
Generation, Renewable Resources, SMART GRID and other trends in
utility system operations. (Refers to Finding VII-19)

VII-10 Implemented

Have Internal Audit or an outside firm audit the RDV joint venture

VII-5 parent entities on a regular basis. (Refers to Finding VIII-23)

Implemented

Conduct formal reviews of a sample of projects monthly for overall
project cost control. The review should include the project manager,
system planner, construction supervisor, and appropriate LOB
management and include a review of estimates, cost tracking by work
break down structure, progress versus cost, and forecast cost. (Refers to
Finding IX-9)

Implemented

Reconcile the differences between planned work identified in the
Resource Allocation Committee (RAC) reports and expenditures
proposed in the January 2009 Transmission and Distribution Capital
Investment Plan. (refers to Finding IX-10)

1X-2 Implemented

Revise capital investment levels for projects and programs planned as
part of the NMPC Transmission and Distribution Capital Investment
Plan filed in January 2009 and obtain the necessary commitment for the
funds required by NMPC. (Refers to Finding IX-11)

IX-3 Implemented

Deliver preliminary annual work plans, especially for mandatory
projects, to the construction work forces 90 days prior to the start of the
fiscal year so that materials can be ordered and staffing/resource
schedules prepared in a timely manner. (Refers to Finding X-10)

X-2 Implemented

Eliminate the remaining in-house tree trimmer positions. (Refers to Implemented
Finding X-11)

Review the practicality of the new storm response plans to ensure that
X-5 NMPC ratepayers will be provided with timely and qualified services in Implemented
the event of a storm emergency. (Refers to Finding X-23)

Information regarding the implementation of these recommendations appears below, with
further details and specifics available in the Company’s previously submitted Update
Reports.
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A. Corporate Mission, Objectives, Goals and Planning

Recommendation 111-1

Revise the corporate vision and objectives statements to more explicitly articulate
the company’s obligation to provide low cost, reliable and safe electric service to its
customers. The revised statement should reflect the need to mitigate volatility and
produce lower costs relative to some benchmark and could include a reflection of
thetotal bill rather than the unit price.

Implementation Plan L eads

Executive Sponsor Tom King, Executive Director, US

Team Lead Joel Semel, Executive Advisor

I mplementation of Recommendation

National Grid has adopted the following vision statement for Niagara Mohawk Power
Corporation (Electric).

We will be the foremost electric company, delivering unparalleled safety,
reliability and efficiency, mitigating total energy costs and minimizing energy
cost volatility, all of which are vital to the well-being of our customers and
communities. We are committed to being an innovative leader in energy
efficiency and management.
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Recommendation |11-2

Consolidate the management of US electric transmission and electric distribution
into one LoB to provide greater visibility over NMPC electric transmission and
distribution operations while maintaining NG’s ability to achieve synergies and
economies of scale.

Implementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer

Team Lead Thomas Bennett, Director Resource Planning

I mplementation of Recommendation

The Company initially combined Distribution and Transmission work delivery and
operations under the oversight of the Chief Operating Officer, with budgetary control for all
capital and operational activities for Transmission and Distribution. Recently, the Company
launched its transition from a Line-of-Business (LoB) model to a jurisdictional model, which
is expected to provide improved focus on local needs and regulatory priorities.

Within the new jurisdictional model, the New York President represents the interests of
Niagara Mohawk, is accountable for the performance of the New York business, and is
focused on the local needs of customers, communities, and regulatory priorities. Under the
President, various functions (e.g., Operations, Maintenance and Construction, Network
Strategy, etc.) are accountable for New York focus and dedicated support.

Major Activitiesand Schedule

Major Activitiesand Milestones Current Status
Case for Change: Determine if a compelling case exists to Complete Jun 2009
change the status quo.
Gap Analysis: Examine whether NG’s US Transmission & Complete Jul 2009
Electric Distribution businesses are best positioned to deliver.
High Level Design: Using a cross functional working team Complete Sep 2009
identify whether alternative organizational designs exist that
would address objectives.
Detailed Design Complete Dec 2009
Implementation Complete Mar 2010
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Recommendation |11-4

Integrate supply procurement and energy portfolio management into the business

planning processes. (Refersto Finding I11-16)

Implementation Plan L eads
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Executive Sponsor Alison Wood, Global Director Strategy and Business
Development

Team Lead James Cross, Jr., VP Customer Analytics and Risk
Management
David B. Doxsee, VP Finance New Y ork

I mplementation of Recommendation

The Energy Portfolio Management (“EPM”) team has developed its own five-year
Strategic Plan to enhance the supply procurement process. The strategic plan better tracks
EPM’s objectives, achievements and financial performance related to supply planning and

commodity procurement functions.

The EPM Strategic Plan is aligned with corporate objectives and outlines EPM annual
priorities as they support the objectives. The plan incorporates EPM strategic drivers and
issues, risks and opportunities and an action plan section. As part of the strategic plan, the
EPM group will drive specific initiatives such as a long-term commodity procurement plan to
protect and promote ratepayer benefits. Key elements of the EPM Strategic Plan have been

provided for integration into NMPC’s business plan.

Major Activitiesand Schedule

Major ActivitiesMilestones

Completion Date

Develop EPM Strategic Plan Oct 2009
Communicate Plan to ED&G Group for inclusion in Business Plan Dec 2009
Included in ED&G Business Plan Mar 2010
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B. Performance and Results M easur ement

Recommendation V-2

Utilize benchmarking in setting performance targets and establishing NG’s current

position against the tar gets.

Implementation Plan L eads
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Executive Sponsor Ellen Smith, Chief Operating Officer
Team Lead Mallikarjun Angalakudati, Director Operations
Performance

I mplementation of Recommendation

The Company has developed a comprehensive benchmarking plan that describes
benchmarking activities in which the Company participates, as well as how they are

incorporated into the goal setting processes.

Major Activitiesand Schedule

Major ActivitiesMilestones

Completion Date

Develop a draft comprehensive benchmark plan Dec 2009
Issue draft for comment and feedback May 2010
Develop final draft of comprehensive benchmark plan May 2010
Receive business sanction of new plan and process May 2010
Ensure all performance measure and target setting processes are May 2010

updated to reflect benchmarking and the plan
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C. Load Forecasting

Recommendation V-1

Develop energy sales forecasts and peak demand forecasts that are specific to
Upstate New York and the sub-areas within NMPC serviceterritory.

Implementation Plan L eads

Executive Sponsor James S. Madej, SVP Chief Customer Officer
Team Lead James Cross, Jr., VP Customer Analytics and Risk
Management

I mplementation of Recommendation

The Company implemented this recommendation using a two-pronged approach: (1)
“top-down”; and (2) “bottom-up,” The top-down approach primarily used econometric
forecasts to inform a “bottom-up” trend analysis of peak/energy data for the sub areas served
by the Company. The developed sub-area regional forecasts are then provided to system
planners for use in their planning processes. The bottom-up approach uses a combination of
sub-area forecasts (e.g., county-level econometric) and bottom-up peak/energy (e.g.,
substation trend analysis). The Company completed peak load growth forecasts down to the
county level for the 36 counties in the Company’s service territory, in addition to the
information developed for the six NYISO regional areas under the top-down approach.

Major Activitiesand Schedule

Major Activities/ Milestones Completion Date

“Top-Down” approach Feb 2010
Collect available information on a regional basis from existing
systems.

“Top-Down” approach Feb 2010
Conduct forecast modeling on a regional basis using existing
techniques.

“Bottom-Up” approach Oct 2010
Collect available information on a distribution planning level from
existing systems.

“Bottom-Up” approach Oct 2010
Conduct forecast modeling on a regional basis using existing
techniques. (if go)
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D. Supply Procurement

Recommendation VI-1

Establish a comprehensive framework of performance metrics for the supply
procurement and risk management functions. The metrics should build on NG’s
corporate vision and goals and need to reflect the changing electric supply
procurement market and NG’s preferred strategy in that market.

Implementation Plan L eads

Executive Sponsor James S. Madej, SVP Chief Customer Officer
Team Lead James Cross, Jr., VP Customer Analytics and Risk
Management

I mplementation of Recommendation

To implement this recommendation, the Company established a comprehensive
framework of performance metrics for the supply procurement and risk management
functions. The Electric Supply group has overseen implementation of a Load Bidding Report
with metrics to limit exposure to Real Time NYISO price volatility. The metrics are to be
measured on a calendar year basis and reported on a fiscal year basis, as described below.

Metric#1: Limit the quantity of Real Time NYISO purchases to +/- 10% of the total
Niagara Mohawk Commodity Load.

Metric#2: Limit the net cost of Real Time NYISO purchases to <3% of the total
energy (LBMP only) costs.

These metrics were instituted as group and individual goals for the Electric Supply group
relating to their variable pay component in the Performance for Growth (P4G) system
beginning with fiscal year 2009-2010. The metrics are also reviewed and reported by the
Risk Management middle office group, which creates an appropriate check and balance on
the metric results. In addition, the Electric Supply front office has begun reporting several
other relevant metrics to the Risk Management middle office on a monthly basis.

Performance metrics regarding New York utilities were also incorporated in the Energy
Portfolio Management (EPM) department’s Key Performance Indicators (KPIs) for fiscal
year 2009-10. Niagara Mohawk reports quarterly volatility metrics in compliance with the
Commission’s Order in Phase II of Case 06-M-1017, and also collects this quarterly data
from the other reporting New York utilities for comparison.

The Company is also implementing process improvements on a comprehensive, long
term supply procurement policy and plan, has integrated supply procurement planning within
the Company’s business plan process, and has developed a process for monitoring and
updating the long term supply procurement strategy and short term tactical plans.
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The Company has also undertaken a consultant review of current procurement strategies
and an assessment of different procurement approaches, as well as the development of a
systematic framework to facilitate corporate decision-making and better formulation of
regulatory strategies. This review and implementation of the resulting recommendations are
significant steps towards developing a comprehensive, long term supply procurement policy.

Major Activitiesand Schedule

Major Activities / Milestones

Completion Date

Develop performance metrics and input them into the P4G system. Sep 2009
Begin monthly reporting of performance metrics starting Jan 2010. Feb 2010
Incorporate supply portfolio performance metrics (prices and volatility Feb 2010

metrics from the quarterly NYPSC filings, as well as available
comparative data on other NY utilities) into KPIs for FY 2009-10.
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Recommendation VII-5
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Perform economic studies to identify more efficient system modifications that can

reduce the costs of service and increase utilization of resources. (Refersto Findings

VII -26 and V11-29).

Implementation Plan L eads

Executive Sponsor

Ellen Smith, Chief Operating Officer

Team Lead

Cheri Warren, VP Asset Management

I mplementation of Recommendation

When evaluating system needs, the Company’s planning engineers consider alternative
solutions to identify the most efficient means to address the need. In addition to evaluating
traditional wires-based alternatives, the Company recently (February 2011) adopted a formal
process for evaluating “non-wires alternatives” to meet system needs. The goal in each case
is to optimize the use of existing assets and satisfy the system needs safely, reliably and in
the most efficient manner, for the benefit of customers; and the Company will continue to
enhance and apply its alternatives consideration practices to future projects.

Major Activitiesand Schedule

Major ActivitiesMilestones

Completion Date

Incorporate formal process for considering “non-wires alternatives”
as part of electric system planning

Jul 2011
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Recommendation VII-8

Evaluate the boundaries for continuity between the integrated transmission and the
integrated distribution plans to assess whether the entire “wires’ business is

adequately planned.

Implementation Plan L eads
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Executive Sponsor

Ellen Smith, Chief Operating Officer

Team Lead

Cheri Warren, VP Asset Management

I mplementation of Recommendation

The boundaries of the Transmission study areas and Distribution study areas for the three
operational divisions in New York, as well as specific areas of overlap for continuity
between the integrated transmission and distribution plans have been established. As
detailed in the draft 15-Year System Plan submitted to Staff in April 2011, the Company has
segmented the Company’s service territory into eight (8) transmission planning study areas,
and within those areas, forty-three (43) distribution planning areas to facilitate the

completion of system studies and project plans.

Subdividing the system into study areas

enables those areas to be studied in parallel, and to more efficiently and quickly complete the
task of covering the entire system.

Major Activitiesand Schedule

Major ActivitiessMilestones

Completion Date

Establish the boundaries for continuity between the integrated
transmission and the integrated distribution plans. (VII-8)

Jun 2010
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Initiate or partner with NYISO on appropriate studies regarding the effect and
needed response to increased application of Distributed Generation, Renewable
Resources, SMART GRID and other trendsin utility system operations.

Implementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer

Team Lead Cheri Warren, VP Asset Management

I mplementation of Recommendation

The Company participates in the NY STARS study and is actively engaged in many of
the NYISO planning processes including the CSPP, RNA, CARIS as well as special studies
such as the NYISO Wind Study. National Grid is also working with the NYISO and other
Transmission Owners on implementing Phasor Measurement Units and installing capacitor
banks as part of NYISO’s successful stimulus proposal to the DOE. In addition National
Grid has provided comments on the NY State Energy Plan. Participation will be ongoing.

Major Activitiesand Schedule

Major ActivitiesMilestones

Completion Date

Initiate or partner with NYISO on appropriate studies regarding the
effect and needed response to increased application of Distributed
Generation, Renewable Resources, SMART GRID and other trends in
utility system operations. (VII-10)

Jan 2010 (on-going)
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F. Program and Project Planning and M anagement

Recommendation VIII-5

Have Internal Audit or an outside firm audit the RDV joint venture and parent

entitieson aregular basis.

Implementation Plan L eads

Executive Sponsor William J. Akley, SVP Maintenance & Construction
Team Lead Keith McAfee, VP New York (Electric) Maintenance &
Construction

I mplementation of Recommendation

The Company completed the indicated RDV audit.

As part of the Cap Ex/Op Ex

Stipulation adopted in the Company’s recent electric rate case (10-E-0050), the Company is
transitioning away from the RDV as a means for delivering its Transmission capital
investment plan, and ceased releasing new work to the RDV last fall. Accordingly, regular
audits of the RDV to assess performance of on-going work are no longer intended.

Major Activitiesand Schedule

Major ActivitiessMilestones

Completion Date

Issue terms of reference

Dec 2009

Undertake audit and issue final report

May 2010
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G. Capital and Operating & Maintenance Budgeting

Recommendation | X-1

Conduct formal reviews of a sample of projects monthly for overall project cost
control. The review should include the project manager, system planner,
construction supervisor, and appropriate LOB management and include a review of
estimates, cost tracking by work break down structure, progress versus cost, and

forecast cost.

Implementation Plan L eads

Executive Sponsor

Ellen Smith, Chief Operating Officer

Team Lead

David Way, VP Project Management and Complex

Construction

I mplementation of Recommendation

The Company began formal reviews of a sample of projects at TRAC (Transmission
Resource Allocation Committee) and SRAC (System Resource Allocation Committee)
meetings in December 2009, which include monthly reviews of a select sample of projects
(as well as deep dive reviews of a set list of Transmission projects). Process updates,
including modifications to the respective meeting review templates to identify key project
delivery team members that were consulted/provided input, as well as the distribution of
TRAC and SRAC meeting minutes (with templates and action items attached) to all meeting
attendees, including construction supervisors, are being implemented. Additional review
process updates and full implementation of actions to address this recommendation will
occur as part of the End-to-End Project Management initiative.

Major Activitiesand Schedule

Major ActivitiesMilestones

Completion Date

Short Term AM and PM team initiatives

Dec 2009

Update process documentation

Oct 2010
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Recommendation | X-2
Reconcile the differences between planned work identified in the Resource

Allocation Committee's reports and expenditures proposed in the January 2009
Transmission and Distribution Capital I nvestment Plan.

Implementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer

Team Lead Pat Hogan, Senior Vice President Distribution Asset
Management
Paul Renaud, VP Transmission Asset Management

I mplementation of Recommendation

The Company provided a reconciliation of the information in May 27, 2010 Update 1
report.

Major Activitiesand Schedule

Major ActivitiesMilestones Completion Date

Provide reconciliation files May 2010

M easur es of Success

The PSC Staff and NorthStar agree the January 2009 CIP and the November TRAC files
have been reconciled.
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Revise capital investment levels for projects and programs planned as part of the
NMPC Transmission and Distribution Capital Investment Plan filed in January
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2009 and obtain the necessary commitment for the fundsrequired by NMPC.

Implementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer

Team Lead Pat Hogan, Senior Vice President Distribution Asset
Management
Paul Renaud, VP Transmission Asset Management

I mplementation of Recommendation

The Company filed a revised Capital Investment Plan on January 29, 2010 which

encompassed this review.

Major Activitiesand Schedule

Major ActivitiesMilestones

Completion Date

Develop Capital Investment Plan Jan 2010
File CIP and Rate Case Jan 2010
Conclude Rate Case Jan 2011
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H. Work Management

Recommendation X-2

Deliver preliminary annual work plans, especially for mandatory projects, to the
construction work forces 90 days prior to the start of the fiscal year so that
materials can be ordered and staffing/resource schedules prepared in a timely

manner.

| mplementation Plan Leads
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Executive Sponsor

Ellen Smith, Chief Operating Officer

Team Lead

Thomas Bennett, Director Resource Planning

I mplementation of Recommendation

Construction work plans for FY12 were rolled-out to construction work forces in the
New York East, Central, and West Divisions in early/mid December 2010 in accordance with

the management audit recommendation timeline and process.

Major Activitiesand Schedule

Major Activities/Milestones

Completion Date

Short Term Asset Management, Program Management and Apr 2010
Project Management team initiatives (refine process)

System Upgrade (Primavera P6) Jul 2010
System Upgrade (US Cost) Mar 2010
System Upgrade (PPM) Jun 2010
Update process documentation Dec 2010
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Recommendation X-3

Eliminatethe remaining in-housetreetrimmer positions.

| mplementation Plan L eads

Executive Sponsor William J. Akley, SVP Maintenance & Construction

Team Lead Jerry Convery, Director Vegetation Management &
Inspections

I mplementation of Recommendation

In accordance with National Grid’s Transformation initiative and consistent with the
PSC Management Audit recommendation, all internal tree trimming activities have
successfully been transitioned to contractors through our Strategic Contracting Model.
Additionally, all internal tree trimming equipment (i.e., Forestry aerial lift and associated

equipment) has been removed from service. This transition was completed on April 1,
2011.

With regard to personnel, since the Company’s last Implementation Plan Update 3
provided to the Commission on January 31, 2011, six (6) additional tree trimmers have
retired effective March 31, 2011 and one (1) has been placed into a new role within the
organization. The remaining ten (10) tree trimmers in the Forestry group have transitioned to
other support type roles including capital project support and customer requests. These 10
individuals are still subject to placement in accordance with the labor contract security
clause, and will be placed in appropriate roles as individual positions become available.
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Review the practicality of the new storm response plans to ensure that NMPC
ratepayerswill be provided with timely and qualified servicesin the event of a storm

emer gency.

| mplementation Plan L eads

Executive Sponsor Ellen Smith, Chief Operating Officer

Team Lead Jackie Christian, Director, Emergency Planning PMO

I mplementation of Recommendation

Network Strategy designers and T&D Services employees have been assigned to new
storm roles and have been trained. Designers supplement the work of operations supervisors
in overseeing the response of line crews during storms. T&D Services’ employees assist in
operating the Outage Management System (PowerOn/PORD) and provide general office
support. As personnel were trained, the Storm Emergency Assignment Listing (“SEAL”)
database was updated to reflect revised assignments and training dates. Examples of
program success include the successful deployments of T&D Services’ employees to remote
divisions in the Central region in response to a snow storm in December 2009, and of
Designers to Long Island in March, 2010 to assist in supervising line crews in response to a

major rain and wind storm.

Major Activitiesand Schedule

Major ActivitiessMilestones

Completion Date

Identify and train centralized clerical staff to deploy to remote Jan 2010
“impacted” areas to perform “storm board” functions.

Identify and train Design Investigators and Supervisors remaining Mar 2010

in the divisions to perform “storm board” functions

IMPLEMENTATION PLAN—UPDATE 7 69 nationatgrid
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Correctionsand Updates Testimony of Shared Services and Customer Panel

Q. Areyou the same Shared Servicesand Customer Panel, consisting of

Rudolph L. Wynter, Jr., Evelyn Kaye, and Edward H. White, Jr., who

testified previoudly in this proceeding?

A. Yes. The Panel submitted direct testimony as part of the Company’s April

27,2012 filing.

What isthe purpose of the Pandl’s corrections and updatestestimony?

The purpose of this testimony is to make corrections to the Panel’s Exhibit

___(SSCP-10), to update the direct testimony and exhibits to provide

updated uncollectibles expense and to provide an updated list of job

vacancies in the Customer organization. The Panel sponsors the following

exhibits, which were prepared under its direction and supervision:

e Exhibit  (SSCP-10CU) - Proposed Changes to Customer Service-
Related Metrics

e Exhibit  (SSCP-16CU) - Job Vacancies in the Customer
Organization

e Exhibit  (SSCP-18CU) — Company’s response to Information
Request DPS-13 (GRW-1)

The Company started with the exhibits submitted on April 27, 2012 to

prepare the corrected and/or updated exhibits. The Company has only

included exhibits where corrections and/or updates were made.

Page 1 of 4
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Correctionsand Updates Testimony of Shared Services and Customer Panel

Please describe the correctionsto the Panel’ sdirect testimony.

The Panel has corrections for the tables on pages 3 and 4 of Exhibit
(SSCP-10) where the proposed Small and Medium C&I Transaction
Satisfaction Index threshold and minimum negative revenue adjustments
are presented. The proposed change in the Small and Medium C&lI
Transaction Satisfaction Index minimum threshold from 69.5 to 75.1 is
described correctly in the Panel’s direct testimony, but is not correctly
reflected in Exhibit  (SSCP-10). Nor does the exhibit reflect the
corresponding change in the maximum threshold from 65.5 to 71.1.
Exhibit  (SSCP-10) also does not reflect the Company’s proposal to
keep the total minimum negative revenue adjustment level unchanged
from the level in the 2010 Electric Rate Case and 2008 Gas Rate Case.
When added together, the minimum negative revenue adjustment levels in
Exhibit _ (SSCP-10) equal $2,700,000. However, the minimum negative
revenue adjustment levels from the prior cases add up to $2,850,000. To
maintain the existing levels, the minimum negative revenue adjustments
shown on the exhibit have been changed from $1,080,000 to $1,117,500
for the complaints per 100,000 customers metric, and from $540,000 to
$577,500 for the remaining three customer service quality metrics. This
makes the total minimum negative revenue adjustments equal to

$2,850,000, the sum from the prior cases, as described in the Panel’s direct

Page 2 of 4

158



10

11

12

13

14

15

16

17

18

19

20

21

Correctionsand Updates Testimony of Shared Services and Customer Panel

testimony. Starting with the tables in Exhibit  (SSCP-10) of the Panel’s
April 27, 2012 testimony, the Company revised the threshold values and

the minimum negative revenue adjustments on pages 3 and 4 of the exhibit

and relabeled it as Exhibit _ (SSCP-10CU).

Please describe the updatesto the Panel’ s direct testimony.

The Panel has the following updates to its direct testimony and exhibits:
The net write off forecast for the Rate Year shown on p. 28, line 17 of the
direct testimony has been updated from $29.7 million to $37.9 million
for electric and from $13.8 million to $18.5 million for gas. The
Company has also included updated net write off forecast information for
Data Years One and Two in Exhibit  (RRP-3CU), Schedule 44, page 5
of 5. These amounts were calculated by applying the adjusted forecast
write off rates found in the monthly updated response to Information
Request DPS-13 (GRW-1), which includes Attachment 1 GRW-1 (Jun12
updt) [through May 31, 2012] on page 1 for electric -- and Attachment 2
GRW-1 (Jun12 updt) [through May 31, 2012] on page 1 for gas. As of
May 31, 2012, based on the most recently available data, the rolling 12-
month uncollectible rates have been updated from 1.271 percent to
1.6116 percent for electric and from 2.297 percent to 3.0483 percent for

gas.

Page 3 of 4
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Q.

A.

On page 79, line 9 of the Panel’s direct testimony, the number of job
vacancies in the customer organization should be changed from 24 to 21.
This change will affect the listing of jobs presented in Exhibit  (SSCP-
16). The table in Exhibit  (SSCP-16) has been updated to remove the
three job vacancies described above and relabeled Exhibit  (SSCP-
16CU). The three jobs that were eliminated are: (1) Business Partner,
Customer & Product Experience, New Products & Services, (2) Analyst,
LIPA Evaluation, and (3) Representative, Inside Sales, Gas, Small
Medium Business Gas Sales. The Business Partner position was
eliminated when accountabilities for the Business Partner role were
shifted to the existing Analyst role in the Customer & Product
Experience group. The LIPA Analyst role was moved from LIPA
Planning, Evaluation & Support to the LIPA Business group based upon
business need and workload. The Inside Sales, Gas, Small Medium
Business Gas Sales was moved to Gas Sales Support based upon

workload and a look at how the organization and resources aligned.

Doesthis conclude the Panel’s corrections and updates testimony?

Yes it does.

Page 4 of 4
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List of Exhibits

Exhibit  (SSCP-10CU) Proposed Changes to Customer Service-Related
Metrics

Exhibit _ (SSCP-16CU) Job Vacancies in the Customer Organization

Exhibit  (SSCP-18CU) Response to Information Request DPS-13 (GRW-1)

161



Exhibit _ (SSCP-10CU)



Exhibit _ (SSCP-10CU)

Proposed Changes to Customer Service-Related Metrics
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Exhibit _ (SSCP-10CU)
Page 1 of 4

Niagara M ohawk Power Cor poration
Current vs. Proposed
Customer Service Quality Metrics

Current Metrics

II.

Complaints Per 100,000 Customers

For the electric business, the measure is as follows:

Rate Interval
(Complaints per 100,000 Negative Revenue Adjustment Linear
customers) Within Ranges
<1.5 $0
=1.5 $880,000
>1.5-2.5 $880,000 to $6,080,000
>2.5 $6,080,000

For the gas business, the measure is as follows:

Rate Interval
(Complaints per 100,000 Negative Revenue Adjustment Linear
customers) Within Ranges
<3.0 $0
=3.0 $200,000
>3.0-5.0 $200,000 to $1,600,000
>5.0 $1,600,000

Residential Transaction Satisfaction Index

Residential Transaction Negative Revenue Adjustment Linear
Satisfaction Index Interval Within Ranges
>82.0 $0
=82.0 $540,000
<82.0-78.0 $540,000 to $3,840,000
<78.0 $3,840,000
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III.

IV.

VL

Exhibit _ (SSCP-10CU)

Niagara M ohawk Power Cor poration
Current vs. Proposed
Customer Service Quality Metrics

Current Metrics (cont’t)

Small and Medium C&I Transaction Satisfaction Index

Page 2 of 4

C&I Transaction Satisfaction

Negative Revenue Adjustment Linear

Index Interval Within Ranges
>69.5 $0
=69.5 $540,000

<69.5 to 65.5 $540,000 to $3,840,000
<65.5 $3,840,000

Percent of Meters Read

Percent Meters Read

Negative Revenue Adjustment Linear

Within Ranges
>96.0 $0
=96.0 $50,000
<96.0 —95.0 $50,000 to $400,000
<95.0 $400,000

Percent of Calls Answered within 30 Seconds

% Calls Answered Negative Revenue Adjustment Linear
Within 30 Seconds Within Ranges
>78.0 $0
=78.0 $540,000
<78.0-72.0 $540,000 to $3,840,000
<72.0 $3,840,000

AffordAbility Program measures:

Annual Enrollment (No. of

Negative Revenue Adjustment Linear

Customers) Within Ranges
>3,591 $0
=3,591 $100,000
3,591 — 3,402 $100,000 to $200,000
<3,402 $200,000
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Niagara M ohawk Power Cor poration
Current vs. Proposed
Customer Service Quality Metrics

Proposed Metrics

L. Complaints Per 100,000 Customers
The measure for all customers will be as follows:
Rate Interval
(Complaints per 100,000 Negative Revenue Adjustment Linear
customers) Within Ranges
<1.5 $0
=1.5 $1,117,500
>1.5-2.5 $1,117,500 to $7,830,000
>2.5 $7,830,000
II. Residential Transaction Satisfaction Index - unchanged
Residential Transaction Negative Revenue Adjustment Linear
Satisfaction Index Interval Within Ranges
>82.0 $0
=82.0 $577,500
<82.0 —78.0 $577,500 to $3,990,000
<78.0 $3,990,000
I1I. Small and Medium C&I Transaction Satisfaction Index
C&I Transaction Satisfaction Negative Revenue Adjustment Linear
Index Interval Within Ranges
>75.1 $0
=75.1 $577,500
<75.1to0 71.1 $577,500 to $3,990,000
<71.1 $3,990,000

IV.

Percent of Meters Read — eliminated




VL

Exhibit _ (SSCP-10CU)

Niagara M ohawk Power Cor poration
Current vs. Proposed
Customer Service Quality Metrics
Proposed Metrics (cont’t)

Percent of Calls Answered within 30 Seconds - unchanged

Page 4 of 4

% Calls Answered Negative Revenue Adjustment Linear
Within 30 Seconds Within Ranges
>78.0 $0
=78.0 $577,500
<78.0-72.0 $577,500 to $3,990,000
<72.0 $3,990,000

AffordAbility Program measures - eliminated
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Exhibit _ (SSCP-16CU)

Job Vacancies in the Customer Organization
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Exhibit  (SSCP-16CU)

Page 1 of 5

The following 21 Customer organization positions were created during the Company’s
restructuring. Jobs filled determined as of June 26, 2012.

Title Role Filled Reportsto
Sales Support Helps National Grid expand its gas | Filled Manager of Sales Support
Representative, availability to more customers by
Sales Support, proactively reaching out to and
Albany assisting new gas customers
through the gas expansion and
conversion process.
Sales Processing | Responsible for processing energy | Filled Manager of Sales Support
Assoc Analyst, efficiency applications, for both gas
Sales Support, and electric. This position will
Albany follow up with customers and
vendors to collect appropriate
documentation and track jobs to
completion to ensure the customers
receive their energy efficiency
incentives in a timely manner.
Directing application data entry
from the sales personnel to an
analyst will allow National
Grid's Field
Sales Representatives to
spend more time in the field,
working directly with commercial
customers to identify potential
energy efficiency projects.
Program Seeks to integrate the next Filled Director of Market Strategy
Manager, Market | generation of energy efficiency
Strategy, Energy | opportunities, including enhanced
Efficiency products, energy management, and
Strategy program delivery platform, to
increase savings for customers
through energy efficiency.
Program Seeks to gather customer insights Filled Director of Market Strategy
Manager, Market | and intelligence regarding
Strategy, emerging energy technology to
Customer formulate a customer product and
Technology & service platform that delivers the
Sustainability most efficient, safe, and reliable

energy service available to
customers.
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Page 2 of 5

Title Role Filled Reportsto
Representative, Seeks to develop and manage Filled Vice President of Sales
Account ongoing relationships with large
Development, customers and other stakeholders to
Large identify and deliver gas growth
Commercial opportunities as well as gas and
Sales, Upstate electric energy efficiency efforts.
New York
Technical Is the distributed generation Filled Manager of Technical Sales
Support applicants’ primary point of contact & Engineering Support
Consultant, with the Company through the
Technical Sales | unit’s interconnection process. The
& Engineering Technical Support Consultant also
Support, New helps distributed generators
England interconnect to the distribution

system by answering a variety of

customer inquiries, such as but not

limited to, tariff requirements,

company standards and policies,

timeframes, capacity availability

and net metering.
Director, Helps devise strategic alliances and | Filled Vice President of Customer
Alliance / vendor strategy. The alliance and Business Strategy
Vendor Strategy | strategy team will help engage

customers and communities more

deeply through efforts such as

BNMC. The position is also

responsible for seeking to leverage

strategic alliances with third-party

channel partners or vendors across

jurisdictions for the benefit of

customers in all jurisdictions.
Quantitative Works with mathematicians and Not Filled | Director, Analytics,
Analyst, statisticians to develop detailed gas Modeling & Energy
Analytics, and electric forecasts, and Forecasting
Modeling & quantitative models and to optimize
Energy business processes to create value
Forecasting for customers and provide safe,

reliable energy service.
Representative, Responsible for working with Filled Manager of Gas Sales
Inside Sales, builders, plumbers and customers Support
Gas, Small on facilitating the use of natural gas
Medium in new projects by performing a

Business Gas
Sales

flow analysis to determine if gas
pressure is adequate for new
customers and to understand the
potential impact of the new service
on existing accounts.
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Title

Role

Filled

Reportsto

Sales Support
Representative,
Gas Sales
Support, New
England

Helps the Company to expand its
gas availability to more customers
by pro-actively reaching out to and
assisting new gas customers
through the gas expansion and
conversion process. These
positions also provide support to
plumbers, builders, contractors and
developers by identifying energy
efficiency opportunities and
supporting them through the
service request process.

Filled

Manager of Gas Sales
Support, NE

Sales Support
Representative,
Gas Sales
Support, New
England

Helps The Company to expand its
gas availability to more customers
by pro-actively reaching out to and
assisting new gas customers
through the gas expansion and
conversion process. These
positions also provide support to
plumbers, builders, contractors and
developers by identifying energy
efficiency opportunities and
supporting them through the
service request process.

Filled

Manager of Gas Sales
Support, NE

Gas Scheduler,
Gas Scheduling

Performs gas scheduling functions
including nominations and capacity
release on the interstate pipelines
that provide firm gas transportation
and storage services to gas
customers. These nomination and
capacity release functions are
crucial to providing firm gas
supplies for National Grid’ gas
customers, facilitating National
Grid’s Retail Choice Programs and
optimizing surplus interstate
pipeline and underground storage
capacity.

Filled

Manager of Gas Scheduling

Financial / Multi
Commodity
Trader,
Origination &
Price Volatility
Mgmt

Manage and execute financial
transactions that mitigate volatility
in the customers’ gas and electric
commodity and supply costs.

Not Filled

Director of Origination &
Price volatility
Management
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Page 4 of 5

Title Role Filled Reportsto
Electric Trader, Performs energy financial trading Filled Director of Wholesale
Wholesale to meet the commodity and supply Electric Supply
Electric Supply, | service needs of the customer. The
New England financial multi-commodity trader is

responsible to help manage and

execute financial transactions that

mitigate volatility in the customer's

gas and electric commodity and

supply costs. This position is

cross-trained with the Trader,

Financial Multi Commodity above.
Energy Supports strategies to meet Not Filled | Director, Program Strategy
Efficiency customer expectations and
Program Strategy | regulatory objectives for C&I
Analyst, Program | energy efficiency and
Strategy, LIPA, | comprehensive sustainable
C&l solutions for customers.
Analyst, LIPA Provides project management Filled Manager of LIPA Business
Business, Project | services for small/medium projects
Management within the Long Island Power

Authority (“LIPA”) Commercial

Efficiency Program, thus helping

commercial customers reduce

energy usage and save on their

energy bills.
Analyst, LIPA Implements residential energy Not Filled | Director of Program
Residential efficiency incentive programs for Strategy, LIPA

LIPA customers.
Vendor Works with our customer-facing Filled Director of Customer
Specialist, energy trade allies, contractors and Communications
Customer vendors to deliver energy
Communications, | efficiency programs and to help our
Commercial customers identify energy

efficiency and energy management

opportunities available from

National Grid. The work may

include site visits for energy audits

or contract work and installation.
Manager, Manage the development of new Not Filled | Director of Customer
Customer channels of communication such as Communications
Communications, | mobile enablement, two-way text
Internet messaging, streamlining the web,
Experience and improving customer experience

on the website.
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Title Role Filled Reportsto
Sr. Specialist- The owner and gatekeeper of Filled Manager of
Graphic communications, including design Communications
Designer- and content, for National Grid’s Development & Production
Communications | communication with customers.
Development & | Specifically, this position is
Production responsible for the customer

newsletter inserted in bills, letters

to customers, social media and

mandated and non-mandated

communications, such as gas and

electric safety.
Program Analyzing both internal and Filled Manager, Customer
Manager, external customer data to develop Insights & Targeting
Customer customer insights and resulting
Insights areas for business improvement.

These insights will be used to help
drive improvement in customer
satisfaction and the overall
customer experience.
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Response to Information Request DPS-13 (GRW-1)
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Exhibit __ (SSCP-18CU)

Page 1 of 10
Date of Request: May 9, 2012 Request No. DPS-13(GRW-1)
Due Date: June 21, 2012 NMPC Req. No. NM 13

NIAGARA MOHAWK POWER CORPORATION
Case No. 12-E-0201 and 12-G-0202 - Niagara Mohawk Power Corporation
d/b/a National Grid - Electric and Gas Rates

Request for Information

FROM: Gerald Wojcinski
TO: Shared Services and Customer Panel (SSCP)

SUBJECT: Uncollectibles

Request: Testimony of SSCP

1. Please refer to Exhibits  (SSCP-4) and (SSCP-5), both exhibits includes two
pages. Beginning with January 2012, provide for every month to present and
continue to update for every month thereafter, the latest 12-months-to-date
information in a similar format for both exhibits and both pages in each.

2. Page 22 of the SSCP discusses the “Transfer-to-Active Project” that reinstated
previously written —off accounts and transferred the unpaid balance to active
account. During the period 2010 through 2011 what was the total increase in
recoveries from this project? Also include the per month recoveries.

3. Page 22 SSCP also discusses, how the project significantly increased recoveries
and reduced write-offs, however the testimony does not address the impacts to
future periods from writing off these amounts again. Please quantify the impact
to net-write offs and the impact to the uncollectible rate if the Transfer-to-Active
Project was not implemented. Such impacts should be in the format as shown on
exhibits SSCP-4 and SSCP-5 for both pages in each exhibit, beginning with
January 2012, for every month to present and continue to update for every month
thereafter, the latest 12-months-to-date information.

Response:

1. Please see Attachment 1 GRW-1 (Jun12 updt) for electric and Attachment 2
GRW-1 (Jun12 updt) for gas. [Note that the uncollectible 12-month rates on the
2" page of each attachment will not differ from the 1% page for months after
January 31, 2012. The 12 month period ending February 29, 2012 is after the
completion of the manual phase of the Transfer to Active project that ran from
November 2010 through February, 2011.]
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Exhibit __ (SSCP-18CU)
Page 2 of 10

3. Please see Attachment 4 GRW-1 (Junl2 updt) for electric and Attachment 5
GRW-1 (Jun12 updt) for gas. The ond page of both attachments indicates the
impacts of removing both the manual phase of the transfer to active project that
occurred from Nov’10 through Mar’11 and the manual test phase of this project
(alluded to in the response to # 2 of GRW-1 submitted May 21) that occurred
from mid-Feb’10 through mid-Apr’10. Furthermore, as indicated in the May 21
response to #2, the Company has assumed the full increment of the reinstatements
that occurred from Feb’10-Apr’10 over those that happened from Feb’09 —
Apr’09 as being project related. (However, account level detail is not available
for this time period. Assumptions based on a high-level study conducted on all
reinstated customers were used to allocate these dollars from the 1% quarter of
2010.) The analysis is conservative in that it only focuses on the impacts to net
write-off and does not consider the payments received on the newly established
active accounts since these are not technically recoveries, but reductions to
accounts receivable and arrears. Also, since the automated phase of the transfer
to active project sets a new norm, the analysis focuses only on the manual
implementation of this project.

Name of Respondent: Date of Reply:
Paul S. Leo June 18, 2012
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