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October 8, 2021 

 

 

VIA ELECTRONIC MAIL 

 

Luly E. Massaro, Commission Clerk 

Rhode Island Public Utilities Commission 

89 Jefferson Boulevard 

Warwick, RI 02888 

 

RE:   Docket 5073– Retail Energy Supply Association (RESA) Petition for Implementation of 

Purchase of Receivables (POR) Program 

  National Grid’s Filing of Updated Attachment E to the Billing Services Agreement 

 

Dear Ms. Massaro: 

 

 On behalf of The Narragansett Electric Company d/b/a National Grid (“National Grid” or 

the “Company”), enclosed, please find an updated “Attachment E” for filing in the above-referenced 

docket.  The updated Attachment E replaces the Attachment E that was included as an attachment to 

the Billing Services Agreement that was filed by the Company on August 26, 2021 in the above-

referenced docket.1   

  

 The Company’s original filing of Attachment E reflected the approach that was used in 

Massachusetts. However, the methodology contained in the enclosed updated Attachment E is more 

appropriate for use in Rhode Island at this time.  The updated methodology looks at cash payments 

over a 34-month period.  This methodology is more reflective of normal business practice because it 

minimizes the impacts that the moratorium on collections (a response to the COVID-19 emergency 

period) had on receivables.  

 

 Thank you for your attention to this filing.  If you have any questions or concerns, please do 

not hesitate to contact me at 401-784-4263.  

 

        Sincerely,  

 

         
      

        Andrew S. Marcaccio 

 

 
1 The Company’s August 26, 2021 filing can be viewed at: http://www.ripuc.ri.gov/eventsactions/docket/5073-NGrid-

Tariffs%20&%20Agreements-Compliance%20(PUC%208-26-21).pdf.  For the original Attachment E, see Exhibit 1A, 

Pages 55-56 (of 76) and Exhibit 1B, Pages 50-51 (of 71).  

Andrew Marcaccio 

Senior Counsel 
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The Company’s August 26, 2021 filing can be viewed at: http://www.ripuc.ri.gov/eventsactions/docket/5073-NGrid-

Tariffs%20&%20Agreements-Compliance%20(PUC%208-26-21).pdf.  This updated Attachment E replaces the 

original Attachment E which can be found in the above link. See Exhibit 1A, Pages 55-56 (of 76) and Exhibit 1B, 

Pages 50-51 (of 71). 

ATTACHMENT E 

PURCHASING OF EXISTING ACCOUNTS RECEIVABLE  

Transition Rate Calculation Methodology 

• After final approval by the R.I.P.U.C. of the Company’s implementation plan for the 

purchase of a Non-regulated Power Producer’s (“NPP”) Accounts Receivable (“AR”) 

pursuant to R.I.P.U.C., the risk of the collective NPP’s commodity AR will be determined as 

of the last day of the month that is at least one month prior to the R.I.P.U.C. final order “go-

live” date in R.I.P.U.C. 5073 (“AR Date”). 

 

• The first step in calculating the Transition Rate will be to obtain the Narragansett Electric AR 

data, which will be from the prior month. From this data, the NPP portion will be segregated. 

 

• The NPP AR will broken down into the following buckets: Current, 30-60 Days, 61-90 Days, 

91-120 Days, 121-150 Days, 151- 180 Day, 181-210 Days, 211-240 Days, 241-270 Days, 

271-300 Days, 301-330 Days, 331-360 Days, and 360+. 

 

• After the buckets are established, we will apply the Reserve Rate to each bucket. 

 

• The Reserve Rate is calculated in February of each year, and is described as follows: 

o The Company applies a cash collection methodology approach to set the reserve 

rates.  This method looks at the historical cash collection performance by 

predetermined aging clusters from an inception point over a 34-month period.  The 

performance derived from this study is used to set the reserve rates by aging 

category.  The Cash Collection methodology has provided a reasonable collection rate 

for upcoming fiscal years, as the time period covered by the study reflects the 

terminal collectability of the Company’s accounts receivable balance.  

 

o The FY21 cash collection study covers the period of March 30, 2018 to January 17, 

2021.  This study is compared to the previous two years’ studies where material 

variances are analyzed.  

 

• An illustrative calculation of transition rates is presented below: 
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• Once the Allowance for each bucket has been calculated, this amount is divided by the Total NPP 

AR, giving us the Transition Rate.  

• Currently, the Company is working on breaking out the Non-Res component into Commercial and 

Industrial. 
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