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

 

  

         
 

September 2, 2020 
 
VIA ELECTRONIC MAIL 
 
 
Luly E. Massaro, Commission Clerk 
Rhode Island Public Utilities Commission 
89 Jefferson Boulevard 
Warwick, RI   02888 
 

RE:   Docket 4770 – Electric Earnings Sharing Mechanism 
Earnings Report - Twelve Months Ended December 31, 2019 
Responses to PUC Data Request – Set 2  
 

Dear Ms. Massaro:  
 

On behalf of National Grid,1 enclosed please find a copy of the Company’s response to data 
requests PUC 2-7 in the above-referenced docket.2  

 
The Company’s responses to remaining data requests PUC 2-4 and PUC 2-6 are pending.   
 
Thank you for your attention to this transmittal.  If you have any questions regarding this filing, 

please contact me at 401-784-7288. 
 

 Very truly yours,          

 
Jennifer Brooks Hutchinson 

 
Enclosure 
 
cc: Docket 4770 Service List 

John Bell, Division 
 Christy Hetherington, Esq. 

Leo Wold, Esq.  

                                                 
1 The Narragansett Electric Company d/b/a National Grid (National Grid or the Company). 
2 Per practice during the COVID-19 emergency period, the Company is providing a PDF version of these responses.  The 
Company will provide the Commission Clerk with a hard copy and, if needed, additional hard copies of this transmittal at a 
later date. 
 

Jennifer Brooks Hutchinson 
Acting Assistant General Counsel and Director 



The Narragansett Electric Company 
d/b/a National Grid 

RIPUC Docket No. 4770 
In Re:  Electric and Gas Earnings Reports 

Twelve Months Ended December 31, 2019 
Responses to Commission’s Second Set of Data Requests 

Issued on July 30, 2020 
   
 

Prepared by or under the supervision of:  Melissa A. Little 

PUC 2-71 
 

Request: 
 

PUC 1-5 asked whether the Company’s earnings were overstated in any publications to 
investors.  The response states that “neither the Company nor any of its affiliates have over-
reported earnings in any other public documents . . .”  With reference to this response, please 
compare page 34 of National Grid plc’s “2019/20 Full Year Results Statement,” found at:  

 
https://investors.nationalgrid.com/~/media/Files/N/National-Grid-IR-V2/results-
centre/2020/results-statement-fy2019-20.pdf   

 
a. The document represents that the Return on Equity for Narragansett Electric for fiscal 

year 2019/20 was 11.9%.   
i. Recognizing the differences between calendar and fiscal year reported 

earnings, please explain why the 2019 calendar year “Actual Earnings” stated 
in the revised earnings report is given as 9.12%, while the Full Year Results 
Statement states the return on equity for the distribution business for FY 
2019/20 at a materially higher 11.9%.   

ii. Please provide an explanation and schedule that reconciles the difference 
between the two earnings numbers.  

iii. Please separately identify any difference between the calendar year-end 
reported earnings percentage and fiscal year-end reported earnings percentage 
that is not solely attributable to timing difference. 

 
b. The document represents the Return on Equity for Narragansett Electric for fiscal 

year 2018/19 was 10.7%.   
i. Recognizing the differences between calendar and fiscal year reported 

earnings, please explain why the 2018 calendar year “Actual Earnings” stated 
in the revised earnings report is given as 6.14%, while the Full Year Results 
Statement states the return on equity for the distribution business for FY 
2018/19 at a materially higher 10.7%.   

ii. Please provide an explanation and schedule that reconciles the difference 
between the two earnings numbers.  

iii. Please separately identify any difference between the calendar year-end 
reported earnings percentage and fiscal year-end reported earnings percentage 
that is not solely attributable to timing difference 

 

                                                 
1 The Company’s response begins on page 2. 



The Narragansett Electric Company 
d/b/a National Grid 

RIPUC Docket No. 4770 
In Re:  Electric and Gas Earnings Reports 

Twelve Months Ended December 31, 2019 
Responses to Commission’s Second Set of Data Requests 

Issued on July 30, 2020 
   
 

Prepared by or under the supervision of:  Melissa A. Little 

PUC 2-7, page 2 
 
c. If the Company’s review of this document reveals that the earnings of Narragansett 

Electric’s distribution business were incorrectly represented to investors on page 34, 
(i) please explain why the Company did not identify this document in its response to 
PUC 1-5 and (ii) please file a corrected response to PUC 1-5, answering the questions 
asked in PUC 1-5, with reference to the above cited document. 

 
Response: 
 
a & b.  Please refer to Attachment PUC 2-7 which reconciles Actual Earnings in calendar years 

2018 and 2019 to the fiscal year Full Year Results Statement in fiscal years 2019 and 
2020.  Reconciling items that are not solely attributable to timing differences in reporting 
periods are noted as “non-timing”. 

 
c. The Company’s review of National Grid plc’s “2019/20 Full Year Results Statement” 

and the reconciliation of earnings results presented at Attachment PUC 2-7 illustrates that 
the earnings of Narragansett Electric’s distribution business were not incorrectly 
represented to investors.   
 

The largest reconciling item between CY 2019 and FY 2020 earnings is net income 
related to BITS investments of $9.2 million which represents approximately 200 basis 
points of return on equity.  The revenue requirement on BITS investments is ultimately 
recovered from Narragansett Electric’s retail customers through FERC-regulated 
transmission rates, and therefore BITS-related net income is excluded from the 
calculation of RIPUC-regulated electric distribution earnings.  However, for management 
reporting purposes, the portion of BITS-related net income attributable to the recovery of 
operating expenses is recorded as distribution earnings, as the Company considers BITS 
assets to be distribution assets based on its voltage of 34.5kV (distribution level voltage). 
 
Likewise, net income on BITS investments is also a major reconciling item between CY 
2018 and FY 2019, totaling $8.9 million and approximately 200 basis points of return on 
equity.  CY 2018 also saw the commencement of the new rate plan under Docket 4770 
effective September 1, 2018.  Therefore, due to the timing difference in earnings 
reporting periods, FY 2019 earnings reflected seven months of new rates as compared to 
CY 2018 earnings which reflected only four months of new rates, resulting in $9.1 
million in additional revenue in fiscal year 2019 compared to calendar year 2018 which 
represents approximately 250 basis points of return on equity.  

 
 



Description Reference
 CY 2018/ 
FY 2019 

 CY 2019/ 
FY 2020 

Earnings Reconciliation (a) (b)
1 Base Earnings Available for Common per ESM at Dec 31 $18.1 $34.5
2 Incentive revenue $6.6 $6.4
3 Income tax on incentive revenue ($1.4) ($1.3)
4 Actual Earnings Available for Common per ESM at Dec 31 Sum of Line 1 through Line 3 $23.4 $39.6
5
6 Reconciling Items:
7 Additional RDM Revenue included in Finance ROE Jan thru Mar $9.1 $2.6 timing
8 Excess ADIT amortization excluded from Finance ROE $3.3 $4.5 non-timing
9 Bad debt expense included in Finance ROE versus net write-offs included in ESM ($2.3) ($2.3) non-timing

10 Net Income from BITS included in Finance ROE $8.4 $9.2 non-timing
11 COVID related costs excluded from Finance ROE $0.0 $0.7 non-timing
12 Company Share of Earned Savings included in ESM $2.1 $0.0 non-timing
13 Variable pay excluded from ESM ($0.6) ($0.2) non-timing
14 Sales expense excluded from ESM ($0.3) ($0.2) non-timing
15 Additional Income Taxes Computed for Finance ROE ($4.3) ($5.0) imputed/flowthrough
16 Difference on imputed Interest Expense $2.3 $0.2 imputed/flowthrough
17 Other Differences due to different period coverage $0.3 $1.5 timing
18 Earnings Available for Common per ROE at March 31 Sum of Line 4 through Line 17 $41.4 $50.7
19
20 Rate Base Reconciliation
21  Rate Base at Dec 31 per ESM $798.8 $881.6
22 Reconciling Items:
23 Net Plant Additions in 3 months (Jan-March) $35.9 $36.0 timing
24 Difference on Prepaids and Inventory ($6.1) $2.0 timing
25 Difference on Commondity CWC $0.2 ($1.2) timing
26 Difference on ADIT (due to BITS) ($49.4) ($21.8) non-timing (BITS); timing (all other)
27 Difference on Customer Deposit & Unamortized items $0.1 ($2.4) timing
28
29 Rate Base at March 31 per ROE Sum of Line 21 through Line 27 $779.4 $894.1
30
31 Average Rate Base
32 Per ESM (five-quarter average) Per ESM $747.8 $850.9
33 Per ROE (year over year average) Average of Line 29 $758.0 $836.8
34
35 Average Equity Rate Base
36 Per ESM Line 32 * 50.95% $381.0 $433.5
37 Per ROE Line 33 * 51% $386.6 $426.8
38
39 Return (Actual Earnings)
40 Per ESM Line 4 ÷ Line 36 6.14% 9.12%
41 Per ROE Line 18 ÷ Line 37 10.7% 11.9%

Notes
ESM = CY 2019/CY 2018 annual distribution earnings report to RIPUC
ROE = earnings reported in FY 2019/ FY 2020 NG plc Annual Report

THE NARRAGANSETT ELECTRIC COMPANY
Return on Electric Distribution Common Equity Reconciliation

Regulated Earnings for the twelve months ended Dec 31, 2018 and Dec 31, 2019 and
Financial Earnings for the twelve months ended Mar 31, 2018 and Mar 31, 2019

The Narragansett Electric Company 
d/b/a National Grid 

RIPUC Docket No. 4770 
In Re:  Electric and Gas Earnings Reports 

Twelve Months Ended December 31, 2019 
Attachment PUC 2-7 
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