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Current Forms of Budgeting/Cost Reporting

• While the planning process reviews many details, the Reports 
currently published by National Grid provide only high-level cost 
information relating to budgeting assumptions and cost incurrence

• This is not a criticism of the utility.  They have been operating in good 
faith, using established practices

• The reporting formats were reasonable when the program budget 
was smaller, but now that the combined electric and gas far exceeds 
$100 million per year, more granularity is needed

• Outcome of work with the Company:  Agreement on new set of 
enhanced cost-schedules to be included in Year-End Annual Reports, 
beginning with the 2019 filing in May



Background:
Two Forms of Cost-Related Reporting

• There are two forms of current reporting relating to costs:
• Program Budgets forecasting costs (filed with petition for approval)
• Year-End Program Summary (filed in May)

• The two reports relate to each other

• At this time, the new schedules will apply to the Year-End Report. But the data could 
influence the type of schedules that are filed when approval for the 2021 program is 
sought

• The new schedules will be explained in the slides that follow by comparing current 
reports to new schedules



Current Practice:
Forecasting 

Budget Costs

Contained in Filing Petitioning for Program Approval



Table E-2:  Breakdown of Forecasted Costs

• The filing seeking approval of the program contains a budget schedule:  
“Table E-2” 

• Table E-2 identifies the Company’s forecast of costs by program

• As shown in the next slide, forecasted costs are segregated into categories 
under the following labels:

• Program Planning & Administration
• Marketing
• Rebates and Other Customer Incentives
• Sales, Technical Assistance & Training (STAT)
• Evaluation and Market Research



Categories of Program Costs for Budgeting

Total Budget



Table E-2 contains lines forecasting costs for each specific program.

Example:  “EnergyWise” directly costs $14.9 million, summing across all columns.



Highest Cost Category is “Rebates and Other Customer Incentives”



Cost Categories Lack Granularity and are not 
Definitionally Clear
• The filed budget does not go any deeper than the five broad cost categories
• Some of the categories are not clearly delineated
• For example, category labeled: “Rebates and Other Customer Incentives”

• Highest cost category of the portfolio
• This category contains more than rebates and incentives paid to customers 
• It also contains vendor service costs utilized in the provision of service to customers
• Example:  “Home Energy Reports” has no rebates associated with it. It is the cost of the 

service being provided to the customer.
• The blending of rebates/incentives with vendor service costs may inadvertently leave the 

impression that it is all rebate payments to participating customers
• New schedules in the Year End Report will drill down further on vendor costs
• More information will be provided that show the split between vendor services 

and actual rebates, as actually incurred for the year



Another Example: Allocated Costs

• There are costs that are not directly attributable to any individual 
programs, but are allocated by the Company

• Based on review of 2018 costs, approximately 7% of the total 
program costs appear to be allocated

• Nothing necessarily wrong with allocated costs; it is a standard utility 
practice to appropriately spread certain costs 

• But more visibility is needed for both budgeting, cost review, and 
effectively incentivizing cost controls



Tables in Year-End Report
Filed in May



Limitations of Current Year End Report

• The Year-End Report discloses total “Implementation Expenses” 

• As shown in the next slide, the Year-End report only provides total 
costs by program in one column of one schedule (Table E-1)

• There are no schedules that break out actual cost-incurrence by the 
same cost categories that were used to establish the original budget

• The program costs are rolled up into one number by program, lacking visibility 
that would allow comparison of actual costs against the original budget



Year End Results: Table E-1 summarizing Total “Implementation Expenses” Incurred

$88,122.9



Development of New Schedules

• As a test case, the Company took actual 2018 Program costs and used a 
Division-requested set of schedules to create drafts of enhanced cost 
schedules

• The proposed schedules were populated with more granular data from 
2018. 

• The Company presented the populated draft schedules to the Division
• Further discussion occurred and additional enhancements were agreed
• The Company will supplement its report with new schedules when it files 

its Year End Report for the 2019 program in May
• The Company also will go back to 2018 and create a revised set of identical 

schedules for that program year, after completing the 2019 report



The Series of New Schedules 

• To the Company’s credit, they were very cooperative and helpful in the 
development of the new set of cost schedules

• The schedules will be designed to address the following:
• Costs broken out by the original budgeted sub-categories 
• Further drill down on each cost category
• Specific data on individual vendor costs
• Threshold-based  segregation of rebates received by customers
• Visibility to costs not related to specific programs that were allocated across 

programs
• Examples of some of the new schedules appear in the slides that follow 

(these are drafts using 2018 electric EE data; final formats may be further 
edited)



New Cost Summary Schedule

Each column will have 
an accompanying 
schedule that drills 
down further on each 
category.  All cost
totals in each schedule
should tie out to 
each other.



New Schedule Breaking Down National Grid Labor



Draft of New Vendor Cost Schedule, Format Not finalized Yet



New Schedule Breaking Down “Program Planning & Admin Costs”



New Schedule Breaking Down Marketing Costs



Similar Schedules for Other Cost Categories

• Schedules mirroring Schedule 4 (Program Planning & Administration) 
and Schedule 5 (Marketing) will be created for two of the other cost 
categories:

• Schedule 7: Sales, Technical Assistance & Training (STAT)
• Schedule 8: Evaluation and Market Research

• Schedule 6 will attempt to address the split between vendor costs 
and rebates paid to customers, for costs included in the current 
category labeled “Rebates and Other Customer Incentives”

• This category may be renamed for clarity



New Schedule Regarding Costs Shared with Other States



Confidential Vendor Data Schedules

• The Company will provide confidential schedules that provide more specific 
data regarding costs incurred through outside vendors

• The Division has honored the Company’s request to keep these schedules 
confidential, so as not to publicly reveal individual vendor data

• One schedule will identify vendor costs (by vendor) for each program
• A second schedule will show aggregate total costs of each vendor receiving 

$1 million or more from all programs during the program year
• NOTE: Vendor schedules of this type were produced for the Division relating to the 

costs from the 2018 Program Year
• The vendor schedules provide important insight into cost incurrence

(see the next slide)



Vendor Costs from 2018 Program

• The total amount of vendor costs from the list of vendors who invoiced the Company $1 
million or more was $91 million in 2018.

• The $91 million included both service costs plus rebates paid by vendors to customers
• Placing this in context, 

• the total 2018 electric program vendor costs were $89 million and the total gas program vendor 
costs were $27 million; 

• total for both = $116 million.
• Thus, the total costs from this subset of vendors (including cost of services plus rebates 

paid by the vendor) made up 78% of all program costs charged to ratepayers in 2018.
• Of that total, only four vendors on this list made up approximately 71% of the $91 

million (or 56% of the total combined electric and gas programs). 
• It is not clear through the current reporting schedules how much was services cost and 

how much was rebate funding. This information will be provided in the new schedules



Where We Go from Here

• The Company is working diligently to file its Year-End Report for 2019 (due May 1)
• Company represented that it will attempt to have a full set of the enhanced schedules 

included with the filing
• Review of confidential vendor data will require a Non-disclosure agreement, assuming 

the PUC grants the Company’s motion for a protective order
• The Division assured the Company that if more time was needed on any specific 

schedule, it is better to file quality data than rushing an important schedule to a May 1 
deadline

• This will be the first program review with this new data in the new formats 
• Further enhancements may evolve as experience is gained
• The schedules could be very helpful for the budget process in planning for the 2021 

program
• The granularity also will provide a foundation for further inquiry on some costs that have 

not been completely visible during the review and budgeting processes in the past
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