
 
 
 

Narragansett Electric Company 
R.I.P.U.C. Docket No. 4065 

Response of the Division to 
Narragansett Electric Company 

Set I 

 
NGRID 1-1 Please provide an electronic copy of the Direct Testimony of Matthew I. 

Kahal in its native format (i.e., Microsoft Word, Corel's WordPerfect, etc.). 

 
Response 
 
 A Word version of Mr. Kahal’s testimony accompanies this response.   

 
 
 
 
 



 
 
 

Narragansett Electric Company 
R.I.P.U.C. Docket No. 4065 

Response of the Division to 
Narragansett Electric Company 

Set I 

 

NGRID 1-2 Please refer to the Direct Testimony of Matthew I. Kahal at Schedules MIK-1 
 through MIK-6. Please provide all associated workpapers in hard-copy form 
 and electronically, with all formulas intact. 

 
 

Response 
 
 There are no workpapers accompanying Schedules MIK-1 through 6.  All calculations 

are shown on the schedules, and all source documents are identified in footnotes.   

 



 
 
 

Narragansett Electric Company 
R.I.P.U.C. Docket No. 4065 

Response of the Division to 
Narragansett Electric Company 

Set I 

 

NGRID 1-3 Please refer to the Direct Testimony of Matthew I. Kahal, at Schedules MIK-1 
 through MIK-6. Please provide an electronic copy of each page of each 
 schedule in the native format (i.e., Microsoft Excel, Lotus 1-2-3, etc.) with all 
 formulas intact. 
 
Response 
 
 There are no electronic copies of Schedules MIK-1 through MIK-6 other than the 

response to NGRID 1-1.   

 

 

 



 
 
 

Narragansett Electric Company 
R.I.P.U.C. Docket No. 4065 

Response of the Division to 
Narragansett Electric Company 

Set I 

 

NGRID 1-4  Please refer to the Direct Testimony of Matthew I. Kahal at page 33 lines 1-6 
and page 2 of Schedule MIK-4. Please provide the corresponding dividends 
and prices in hard-copy and electronic form with all formulas intact for the 
monthly dividend yields for March 2009 through August 2009. 

 
Response 
 
 Mr. Kahal did not compile or utilize either dividends or prices for purposes of his 

testimony.  Rather, he employed the dividend yields published by Standard & Poors in its 

monthly Stock Guide.  The monthly dividend yield is month-ending figure and is calculated by 

Standard & Poors, not by Mr. Kahal.   

 

 

 



 
 
 

Narragansett Electric Company 
R.I.P.U.C. Docket No. 4065 

Response of the Division to 
Narragansett Electric Company 

Set I 

 

NGRID 1-5  Please refer to the Direct Testimony of Matthew I. Kahal at page 35 lines 21- 
 24 and page 3 of Schedule MIK-4. Please provide a hard copy of the source 
documents for First Call, Zacks and CNN growth rates for each company. 

 

Response 

 The requested hard copies are provided as an attachment to this response.  Hard copies 

for CNN could not be printed in hard copy but are available on the CNNfn website 

(http://money.cnn.com).  To access the figures, enter the company’s ticker symbol.  Click on the 

“estimates” button under “Company info”.  This screen provides both current and long-term 

(“Next 5 Years – Median”) earnings growth rates, as well as historical growth rates.   

 

 









































 
 
 

Narragansett Electric Company 
R.I.P.U.C. Docket No. 4065 

Response of the Division to 
Narragansett Electric Company 

Set I 

 

NGRID 1-6 Please refer to the Direct Testimony of Matthew I. Kahal at page 35 lines 21 - 
24 and page 3 Schedule MIK-4. Please provide a reference to the source of 
these CNN growth rates. Also, please state whether these growth rates are 
compiled by other sources and are published by CNN, or are the growth rates 
compiled directly by CNN. If they are obtained from other sources, please 
provide those citations. 

 
Response 

 Please see response to NGRID 1-5.  The CNN long-term earnings growth rates are based 

on analyst estimates provided to CNN.  This is evident from the fact that CNN only reports the 

“median” growth rate for a company and lists the high and low analyst growth rate estimates, 

along with the number of “brokers” providing estimates.  The identities of securities analysts 

contributing to the results published by CNNfn are not revealed.   

 

 

 

 



 
 
 

Narragansett Electric Company 
R.I.P.U.C. Docket No. 4065 

Response of the Division to 
Narragansett Electric Company 

Set I 

 

NGRID 1-7 Please refer to the Direct Testimony of Matthew I. Kahal at page 41 lines 17- 
20 and page 2 of Schedule MIK-5. Please provide the corresponding 
dividends and prices in hard-copy and electronic form with all formulas intact 
for the monthly dividend yields for March 2009 through August 2009. 

 
Response 

 Please see the response to NGRID 1-5.  Mr. Kahal did not compile dividend figures or 

stock prices.  Rather, he used the monthly dividend yields reported by Standard & Poors.  All 

data that he utilized for that purpose are provided on page 2 of Schedules MIK-4 and MIK-5.   

 



 
 
 

Narragansett Electric Company 
R.I.P.U.C. Docket No. 4065 

Response of the Division to 
Narragansett Electric Company 

Set I 

 

NGRID 1-8 Please refer to the Direct Testimony of Matthew I. Kahal at page 42 lines 1-5 
and page 3 of Schedule MIK-5. Please provide a hard copy of the source 
documents for First Call, Zacks and CNN growth rates for each company. 

 
Response 

 The requested hard copy documents are provided as attachments to this response, except 

for CNN which are not available in hard copy form.  See response to NGRID 1-5.   

 



























 
 
 

Narragansett Electric Company 
R.I.P.U.C. Docket No. 4065 

Response of the Division to 
Narragansett Electric Company 

Set I 

 

NGRID 1-9 Please refer to the Direct Testimony of Matthew I. Kahal at page 44 lines 24-
25 and page 3 Schedule MIK-6. Please provide a hard copy of the Yahoo 
Finance and MSN Money betas. Please describe the methodology used by 
Yahoo Finance and MSN Money to compute their betas. Specifically, please 
provide independent variable used by each service, the frequency of the 
measurement period, whether dividends have been included in the 
calculations, and whether the betas have been adjusted for regression bias or 
other reasons. 

Response 

 The requested hard copies are provided as attachments to this response.  Please note that 

these betas were utilized for comparative purposes only and were not used for cost of capital 

estimation.   

 

The MSN and YahooFinance betas appear to be very similar.  YahooFinance indicates 

that the financial statistics it publishes, including beta, are provided by “Capital IQ”, which is a 

business unit of Standard & Poors.  YahooFinance defines beta as follows: 

 
The Beta used is Beta of Equity.  Beta is the monthly price change of a  
particular company relative to the monthly change of the S&P 500.  The 
time period for Beta is 3 years (36 months) when available.   

 
 

 

W:\1725\mik\Narragansett\Datareq\Response NGRID 1-9.doc 





































































Division of Public Utilities Response to  
Data Requests of National Grid 

Docket No. 4065 
 
 

NGRID 1-10: Please refer to the Direct Testimony of Mr. Bruce R. Oliver at page 22, 
stating that: “More commonly, electric utilities have pursued “partial” 
decoupling through the types of mechanisms outlined above (e.g., 
weather normalization adjustments, increased customer and demand 
charges, and/or declining-block distribution energy charges).” Please 
provide studies or analyses to support this conclusion. In addition, please 
provide examples that the use of such changes in rate-making to decouple 
utility revenues from sales, including references to Commission Orders 
that indicate that such mechanisms were employed to achieve decoupling, 
as opposed to other regulatory or policy goals.   

 
 
Response:   Mr. Oliver’s observation is based on his more than 35 years of profes-

sional experience in the area of utility regulatory policy and rate design.  
He relied on no specific studies.   

 
 Examples include the following:   
 

1. Widespread used of weather-normalization mechanisms (e.g., the 
weather-normalization adjustment that is currently included in the 
Gas Division’s Distribution Adjustment Clause (DAC) mechanism.   

 
2. The use of seasonal rate differentials by Providence Gas Company 

to reduce the sensitivity of winter margin revenue collections to 
variations in heating degree days.   

 
3. Potomac Electric Power Company’s increases in customer and 

demand charges in Formal Case No. 1053 before the District of 
Columbia Public Service Commission.  

 
4. Use of, and or proposals for use of, Straight Fixed Variable rate 

designs by distribution utilities.   
 
 



Division of Public Utilities Response to  
Data Requests of National Grid 

Docket No. 4065 
 
 

NGRID 1-11: Please refer to the Direct Testimony of Mr. Bruce R. Oliver at page 31 
stating that the revenue deficiency in Figure NG-SFT-15 of Dr. Tierney’s 
testimony would be “roughly 5% of total distribution revenue … if all costs 
and kWh were adjusted to reflect more realistic numbers for National Grid 
in this proceeding.” Please provide all analyses supporting this statement, 
including sources for data used and dynamic electronic spreadsheets.   

 
 
Response:   As explained in Mr. Oliver’s Direct Testimony, the Illustrative example 

witness Tierney presents in Figure NG-SFT-15 is fraught with problems in 
the underlying data and assumptions that are used.  However, Mr. Oliver 
observes that the purported $35.0 million revenue deficiency shown on the 
last line of that illustration for the year 2013 represents less than a 5% 
deviation from what the Company characterizes as “Full Revenue 
Recovery.”  Mr. Oliver further reasoned that if the depreciation period for 
new capital and other assumptions were more appropriate, the dollar 
difference shown for 2013 and the percentage difference from what the 
Company suggests represents full revenue would decline further.   

 
 



Division of Public Utilities Response to  
Data Requests of National Grid 

Docket No. 4065 
 
 

NGRID 1-12: Please refer to the Direct Testimony of Mr. Bruce R. Oliver at page 32, 
stating that decoupling is not “necessary to ensure the pursuit of improved 
energy efficiency by electric customers in Rhode Island.” Please provide 
Mr. Oliver’s views on whether linkage of a utility’s revenues with its sales 
poses a barrier to the implementation of programs by that utility designed 
to reduce customer energy use. Within this context, provide Mr. Oliver’s 
views on the roles that electric distribution utilities should play in achieving 
“least cost procurement” in Rhode Island, as mandated in the 2006 Act, 
including the “procurement of energy efficiency and energy conservation 
measures that are prudent and reliable and when such measures are 
lower than acquisition of additional supply…”, and whether the linkage of 
utility revenues to sales poses a barrier to the achievement of these goals.   

 
 
Response:   Mr. Oliver’s does not believe that that the linkage between a utility’s 

revenues and its sales inherently poses a barrier to the implementation of 
programs that are designed to reduce customer energy use.    

 
 



Division of Public Utilities Response to  
Data Requests of National Grid 

Docket No. 4065 
 
 

NGRID 1-13: Please refer to the Direct Testimony of Mr. Bruce R. Oliver at page 41 
referencing an NSTAR rate settlement in which the productivity offset 
increases in the initial years of a multiple-year PBR plan. Please provide: 
(1) Mr. Oliver’s views on whether these increases were included in the 
rate plan to account for or reflect a known or anticipated trend in pro-
ductivity or other factors affecting the productivity offset; (2) all references 
to filings in the NSTAR proceeding that support such a conclusion; and (3) 
references to other rate plans in which productivity offsets change from 
year-to-year to account for past or anticipated trends in productivity (along 
with documentation that such changes are intended to account for such 
trends.)    

 
 
Response:   Footnote 7 to witness Tierney’s Schedule NG-SFT-4 indicates “Nstar’s 

productivity adjustment starts at 0.5% and increases by 0.05% annually 
until it reaches 0.75%.”  Article 2, paragraph 2.6 of the NSTAR settlement 
refers to what witness Tierney has characterized as a “productivity 
adjustment” using the phrase “combined offset factor,” and explains that 
the “combined offset factor” is “deemed to approximate such items as 
productivity and a stretch factor.”  It also provides a schedule of per-
centage point values by year for the “combined offset factor” which show 
and initial value of 0.5% for 2007 and increases of 0.05% per year through 
2012, reaching an offset value for 2012 of 0.75%.  The settlement does 
not quantify the “productivity” and “stretch” components of the “combined 
offset factor” for any year.  It is Mr. Oliver’s interpretation of the terms of 
that provision that the effect of the “combined offset factor” is to require 
increasing productivity from NStar over time.  The fact that NStar agreed 
to this provision suggests that it believes that the assumption of increased 
productivity over time was acceptable.     

 
 



Division of Public Utilities Response to  
Data Requests of National Grid 

Docket No. 4065 
 
 

NGRID 1-14: Please refer to the Direct Testimony of Mr. Bruce R. Oliver at page 35-36.  
Please identify all revenue decoupling mechanisms currently used by 
regulated utilities that make adjustments for the impacts of major electrical 
outages and out-of-period billing adjustments. 

 
 
Response:   See Order No. 15556 issued by the District of Columbia Public Service 

Commission on September 2, 2009.   
 
 
 
 
 




