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Celia B. O'Brien
n a I O n a g r I Assistant General Counsel and Director

November 7, 2014

VIA HAND DELIVERY AND ELECTRONIC MAIL

Luly E. Massaro, Commission Clerk
Rhode Island Public Utilities Commission
89 Jefferson Boulevard

Warwick, Rl 02888

RE: Docket 4323 —Electric Earnings Report
Twelve Months Ended December 31, 2013

Dear Ms. Massaro:

In accordance with the Amended Settlement Agreement approved by the Rhode Island
Public Utilities Commission (PUC) in Order No. 21011 (April 11, 2013) in Docket No. 4323,
enclosed are ten (10) copies of the final electric earnings report for the twelve-month period
ended December 31, 2013 for The Narragansett Electric Company.? The enclosed final earnings
report supersedes the preliminary earnings report the Company submitted to the PUC on June 20,
2014.

Thank you for your attention to thistransmittal. If you have any questions regarding this
filing, please contact me at 781-907-2153.

Very truly yours,

CeliaB. O'Brien
Enclosures
cc: Steve Scialabba, Division

David Effron, Division
Leo Wold, Esqg.

! Prior earnings reports were filed in Docket 3617.
2 The Narragansett Electric Company d/b/a National Grid (the Company).

40 Sylvan Road, Waltham, MA 02451
T: 781-907-2153 MW celia.obrien@nationalgrid.com ™  www.nationalgrid.com
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The Narragansett Electric Company
Return on Rate Base
Return on Common Equity
Twelve Months Ended December 31, 2013
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Twelve Months Ending
December 31, 2013
Earned 1/ Earned 2/ Allowed 3/ Ceiling 3/
Return on Distribution Rate Base 5.60% 5.88% 7.18% 7.18%
Return on Distribution Common Equity 6.34% 6.90% 9.53% 9.53%

1/ Excludes Conservation & Load Management ("C&LM" aka Energy Efficiency) Incentive.
2/ Includes C&LM Incentive.
3/ _Allowed Return and Celling, presented below.

————————— Blended rate - one month per Company/Division Settlement Agreement in Docket 4065 and eleven months per Compliance Filing in Docket 4323 ---------

Allowed Ceiling
Cost Weighted Cost Weighted
Total Rate Cost Rate Cost
Long Term Debt 49.63% 4.99% 2.48% 4.99% 2.48%
Short Term Debt 1.11% 0.86% 0.01% 0.86% 0.01%
Preferred Stock 0.15% 4.50% 0.01% 4.50% 0.01%
Common Equity 49.11% 9.53% 4.68% 9.53% 4.68%
100.00% 7.18% 7.18% 4/
5-Quarter Average
DISTRIBUTION
Rate Base
asof e EARNED ---------
12/31/2013 Cost Weighted Pre-Tax
$589,546,233 5/ Total Rate Cost Taxes Weighted Cost
Long Term Debt $292,562,318 49.63% 4.99% 2.48% 2.48%
Short Term Debt $6,553,789 1.11% 0.86% 0.01% 0.01%
Preferred Stock $903,971 0.15% 4.50% 0.01% 0.01% 0.02%
Common Equity $289,526,155 49.11% 6.34% 3.11% 1.68% (b) 4.79%
~$589,546,233 100.00% 5.61% 1.69% 7.30%

(b) includesadj. for Flowthrough Items
4/ From Page 7 Line 32
5/ From Page 3 Line 29, Column (f) PREFERRED STOCK EARNINGS, INTEREST EXPENSE,
AND FEDERAL INCOME TAX
CALCULATED USING IMPUTED CAPITAL STRUCTURE

$000s
PREF. STOCK: $589,546,233 X 0.01% (c) = $59
INTEREST: $589,546,233 X 2.49% (d) = 14,680
FIT: $589,546,233 X 1.68% () = 9,904
Plus: (Flowthrough Items)/65%-(Flowthrough Items) (f) 24
Total Federal Income Taxes ("FIT") $9,928
(c) FromLine 31, Column "Weighted Cost"
(d) Sum of Lines 29 and 30, Column "Weighted Cost".
(e) (0.01% + 3.11%) / 65% - (0.01% + 3.11%)
(f) Flowthrough Items
Investment Tax Credit ("ITC") Amortization (%$284)
ITC Basis Reduction Depreciation 227
AFUDC Equity Depreciation 101

$45
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THE NARRAGANSETT ELECTRIC COMPANY
Return on Equity Calculation

($000s)
Integrated Facilities Distribution
Line Total Agreement (" IFA") Amount
No. Company Amount Per Schedules
A B C D

1 Revenue- Salesof Electricity $ 389,186 $0 $ 389,186
2 Other Revenue 527,528 - 527,528
3 Total Revenue $ 916714 $ - $ 916,714
4 Operating Expenses:

5  Purchased Power $ 401,598 - 401,598
6  Transmission Wheeling 133,515 - 133,515
7  Genl & Admin. O&M 85,931 - 85,931
8  All Other Operation & Maintenance ("O&M") expense 55,747 17,827 137,870
9 Company Share of Earned Savings - - 3,250
10 Depreciation 56,606 12,775 43,831
11  Amort. - Loss on Reag. Debt 734 149 585
12 Amortization - Other (205) - (205)
13 Gross Earnings Tax 34,206 - 34,206
14 Municipal Tax 34,818 8,046 26,772
15 Other Non-Income taxes 2,895 45 2,850
16 Current and Deferred Income Taxes 29,015 -

17 Amortization of ITC (399) (110) (284)
18 Interest on Customer Deposits 671 - 671
19 Donations 750 - 750
20 Total Operating Expenses $ 835886 $ 38,731 $ 871,340
21 Net Operating Income $ 80,828
22 Distribution Operating Income Before Taxes $ 45,374
23 Adjustments:
24 Service Quality ("SQ") Penalties Accrued -
25 C&LM Incentive (2,510)
26
27 Adjusted Distribution Operating Income Before Taxes 42,864
28 Interest Charges 14,680
29 Income Taxes @ 35% (net of ITC) 9,781
30 Net Income 18,403
31 Less Preferred Stock Reguirements 59
32 Earnings Available for Common $ 18,344
33  Average Common Equity - 5-Quarter Average 289,526
34 Rateof Return on Adjusted Average Common Equity 6.34%

Twelve Months Ended December 31, 2013

Notes

1/ Excludes excess earnings accrual of $0 for the 12 month period.

2/ Excludes $0, for storm related expenses asincurred.

3/ Excludes IFA credit of $98,617, Membership Dues of $0 and $865 of other O& M. Includes 100% of C&LM expenses and an
adjustment of $2198 to normalize uncollectible accounts expense to actual net write-offs.

4/ Pursuant to Docket 4065 Settlement, Company share of Earned Savings equals $3250 annually, effective January 2010.

5/ Below the line items brought above the line for ratemaking.

6/ Effective Dec. 2005, SQ penalties booked below theline.

7/ Calculated using imputed capital structure and cost rates; see Page 1 at Lines 44, 43 and 32, respectively.

8/ Includes impact of flowthrough items from Page 1 at Line 58.

3/

6/

7!
8/

7/



/gaulm-6TaUT+/3UIT 62
SEIONENR]
€ET'OVS'68S $  162'G/0C.S ¢ 80C6ST'88S % Z18'210's6S  $ T28'986'€09  $ 820'/6v7'885  $ ssegsry 62
8z
82r'6/T'6TC  $  G/E/96'6Tc ¢ G/6'988'.Tc ¢ veLeizsve $ 106'G87'S2Z $ €60'7E68T S eowans  /Z
9
8/2'7ES'L 6GT'2L2 L 822'02T'L G29'€€9'L 202'€0€'6 LLT'2vE'9 SWie|D peInsulun - aAkesay ssfiewe puessunlul g
TI9'T/9'C 789'996'C 122'€29'e 9/S'€6L'E 9T/'s¥9'e 698'8ZE'E s)sode@ BWosND 12
¥8.'900'T €98'898 G86'T06 169'G/0'T €v€'2/0'T 0€0°0TT'T 109Q peAINboesy 04SSO U0 | |4 paieed PNy €2
GG/'996'90 $  699'698'/0c $  TYSTIVZ'90Z % 968'60L'05Z  $ ov9'6SY'ITZ $ 820'€9S'8/T  $ (.11d.) S9xe 1 8woou| [elepad palpeQ pernuNY 22
s 12
0z
9ET'S09vE  $  168'8ee'ee $  8T.'/v8'ee 3 8/¥'082'SE 3 620'TSS'SE $ 9G5'/10'GE $ s 6T
8T
/16'2/0'T T89'%S0'T 66.'€90'T /16'2/0'T GE0'280'T ¥ST'T60'T (INoSZ$) S1s00 90uenss| 10e@ pezioweun /T
LYS'9SY'T T19'20V'T 6L0°CEY'T LYS'9SY'T ¥T0'I8Y'T Z87'S0S'T (IN0SS$) S1800 BoURNSS| 10RA Peziioweun 9T
ZsT'eelL'e 882'8vS'e 0zL'ov9'e ZsT'eelL'e ¥85'Ge8'e 9T0'8T6'C 00T aley Iseelu| pezijoweun ST
ZGE'06T'ST Z8T'ETY'ST Z8T'ETY'ST Z8T'ETY'ST Z8T'ETY'ST Z€0'662 7T xe s1dedsy sso19 7 Apowwo) - euded Buppopused  $T
98G'0ST'S S/¥'G16'Y Gl¥'G16'Y S/¥'Sl6'Y S/¥'Sl6'Y 620'TS8'S eydeo Bupiomuysed €1
¥25'9/8'C Sor'Zsy'e 00T'2.SC TZV'€L0'E €21'8/0'C €IS TLT'E 198Q palinboesy uosso T
vo' LT - - - 0T2'seL - swewhedsld 1T
910'8/6't $  SET'Ivr'Y $  vog'svl'y $  ¥8/'GSS'S $ S0v'096't $ 0€E'T8T'S $ so1|ddng pueseiRRIN 0T
sSnid 6
8
G2S'0CZTv.. $  GLLETL'8S. ¢ Sov'8eTel. % 82T'S¥6'208  $ €69'TZ6'C6.  $ Go5'eZ8er.  $ SIS UIRdBN .
9
¥S¥'v.9'7.S ¥€2'901'785 2S0'7€6'LLS 982'€€9'2.S 0ST'625'TLS 995'698'T9S uoleioeide PERRINWNDY S8 §
29.'20T 29.'20T 29.'20T 29.'20T 29.'20T 29.'20T UoMONIISUOD JO pI UluoANgIuoD SV v
822'v8Y'e 12€'V8Y'e 12€'V8Y'e 12€'V8Y'e 080'78%7'C 080'7817'2 asnaining JojppH Auedoid €
z
CISECTVOVE'T $  WWv'8EL'0VET ¢ 2S6'0SL'LVET ¢ 6V8'96T'8/E'T $  10S'690'€9ET $ €I8'TIE 20T $ someSUled Aunn T
abejony erend-g €102 €102 €102 €102 z102 uonduose@ 'ON
Bgqueded \_mncbﬁwm aunt Yo Bgquedled aulT
¥ ®) (8)] ©) @ ®)

. Jo g abied

abe oAy Jo1end) ani4
uonNgiIsiq - sseg arey
ANVAINOD D1d103713 L13ISNVOVHIVN dH L



9zouIT-gTauUIT+/8ulT 82
SIONENR]
6/G'€/9'9TY $ ¥99°22.'T9Y $ ¥8T'6€8'€Sy $ 809°/TT oMy $ ¥02'266'TSE $ €€2'969'69E $ osegoaky 8¢
x4
650'28E‘€L $ €28'206'.6 $ 502'06¢'26 $ G80'€82'8G $ G8Z'TI6'TL $ 0062259 $ eons 9¢
14
- - - - - - Swie|D painsuiun - anesay ssfewreq pue ssunflu] g
- - - - - - sisode BWOSN) €2
VET'TLE zezg'sey Zvo'6EY 8vi7'96¢ 6.7 TVE 6917'G5E 109 paJInbiesy U0 SSOT UO | 4 paseed PNy 22
926'0T0‘EL $ T65'6.7',6 $ €9T'TS8'T6 $ 1€9'986'/G $ 908'695'TL $ TEV 19T OV $ 14 paled pernunddy  T¢
S 0¢
6T
50/'006'8 $ ¥18'/6€'8 $ Z2v8'70T'8 $ 091'156'0T $ 0S.'evT'6 $ T99'G06°.L $ eons 8T
LT
8007799 221259 G9€E'859 8007799 TS9'699 ¥6¢'G/9 (IN0SZ$) S1s0D souenss| 1ge pazioweun 9T
6217'T06 YT'T/8 982'988 6217'T06 2/5'9T6 ¥T.T€6 (IN0SS$) SIs0D souenss| 1Ge pazioweun  GT
8/€'0TEC 696'G6T‘C €/T1'€52'C 8/€'0TEC 28G'19¢g'C 181'vev'e 0077 9key IS8 lBluU| peziowreun T
80E'eST'C €/1'20E'T 696°0T6 99/'26.'% 19v'8T5°C G98'TVZ'T ferded Buptiomused €T
28'090'T €€2'602'T 90V'7Se'T £66'978 ¥59'G/6 929'GT0'T 108 pauinbJesy oSS0 2T
€To'oy - - - ¥90'c€C - Siewhedeld  TT
18G'79.'T $ €/2'99T‘C $ Zro'TYT'C $ 988'GeY'T $ 09/°29v'T $ v.€'9T9'T $ sol|ddns pueseleRIN 0T
snd 6
8
€66'7ST I8V $ €/9'/22'155 $ 8vG'7720'8ES $ zez'6v'eer $ 6€.'65. VTV $ 2.v'€TE 80V $ S0INBS Ul iUeld BN L
9
G8G'Z8T'68 2€6'69v'/8 €0T'850'28 ¥T0'v18°26 2/8'929'26 00877606 uoireigeids PaR|NWINIJY SS9 S
UONONIISUOY JO PIY Ul LONNQLIUOD SS9 ¢
€06'TESCT €06'TESCT €06'TESCT €06'TESCT €06'TESCT €06'TESCT asn a.mn4 Joy ppH Aedod €
4
GT9'G08'/GG $ 20/'T9T'929 $ 8v/'055'209 $ eve'TEL'ELS $ 80/ ‘75876 $ €/G'6¢.'98Y $ S0IARBS Ul Ueld AlinN T
abeeAy o1Eend-g €T0¢ €10¢ €10¢ €10¢ c¢10¢ uonduosaQ ‘ON
Bquessg Jequeidss aunp yoe N Bquexsg aul
® ®) () ©) @) ®)

. 10 38ffed

abe oAy B1Iend aniH

(v41) Wwewss 6y sa11|10e4 perefolu| - ased arey
ANVAINOD O1410313 L1ISNVOVHEVYN IHL



gZauln-0gauln+/8ul7l Q€
SSIONENR]
ZI8'6TZ'900'T $ 196'26/'€€0T  $ £6€'866'TV0'T $ 0ZV'0ST'TVO'T $ ¥20'6/6'SS6  $ T92'€6T'856  $ asegaky  0OF
62
/87'795'262 $ 16T'0/8'2T€ $ T8T°2.T'0TE  $ 6/8'S6Y'T0E  $ ogT'/6E'/62 $ €66'998'G€C  $ elowans gz
Iz
8/C'vES'L 6ST'2/2'L 8ze'0cT'L GZ9'€€9',L 202'€0E'6 11T'2rE'9 SWwieD painsulun - ankesay sefewreq puessunful 9z
TI9'T/9'C ¥89'996'€ T22'€29'e 9/G'€6L'E 9T/'G¥9'e 698'8ZE'e susodep BWosND Sz
L16'2LE'T ¥60'262'T [20'TVE'T SYT'2/ET 228'8TH'T 667'GoP'T 109Q Pa.INbJesy J0JSSOTTUO | |4 paLeed PeRNWNIY 2
089'2/6'6/2 $ 092'6£€'S0€ $ ¥0.'260'862 $ €£5'969'88¢  $ orv'620'c8e  $ 6S'0EL' Y2 $ 14 peiped pernunyY €2
s ¢
T
T¥8'G0S ey $ 0T2'92.'Ty $ 095'2S6'Ty  $ 8e6'TEC'r  $ 6..'769'vY $ 1T2'€26'2y $ eowans  0¢
6T
GZ6'95L'T 20%7'20L'T Y91'22L'T GZ6'9¢L'T /89'TG.'T 8'99.'T (IN0SZ$) S1s0D souenss| 10p@ pezioweun 8T
9/6'/5€'C §61'8/2'2 GOE'8TE'C 9/6'/5€'C 98G'/6€'C 16T'/EV'T (IN0SS$) S1s0D souenss| 10p@ peziuoweun /T
0€S'€v0'9 1S2'vrL'S £68'€68'S 0€S'ev0'9 99T'€6T'9 €08'2ve'9 o079y Iseelu| pezioweun 9T
ZGE'06T'ST Z8T'ETY'ST Z8T'EIy'ST Z8T'eTy'ST Z8T'EIV'ST 2€0'662 7T Alpowwiod - eyded Bupiopm used ST
¥68'€0€"L 816'2/2'9 ¥i717'988'S T2'89.'6 Zv6'cer'L ¥68260'L ferded Bupiop ysed T
€T
106'956'€ 869'T69'C 905'TE8'E ¥17'026'c 111'€50'Y 6ET /8Ty 109 paiinboesy uosso 2T
GG9'€6T - - - v/2'896 - Siwswhedsld 1T
€09'2.'9 $ 89%'€T9'9 $ 900'/88'9 $ 0/9'766'9 $ GOT'€Zy'9 $ ¥0.'/619 $ sd1(ddns pueselRRN 0T
snd 6
8
8Gv'G/2'esZ'T  $ S TV6'60E'T  $ €10'€2Z'0TE'T $ 09€'76€'962'T $ ZEV'T89'802'T $ /€0'/ET'IST'T $ S0INBSUIIRd BN 2
9
6€0'/G8'€99 99T'2/8'T/9 GGT'266'659 00€'.¥1'029 Z00'9ST'799 0/G'/18'299 uoie|oeided Pl NWNY S8 §
29.'20T 291'20T 29.'20T 292201 29.'20T 29.'20T uondNIISUOD JO Pl UlUoRNgLIUOD SS9 ¥
TET'9TO'ST 0€2'9T0'ST 0€2'9T0'ST 0€2'9T0'ST €86'GT0'ST £86'GT0'GT esnainng JojppH Aedold €
4
ITT'6TCVO6'T  $ orT'006'996'T $ 00.'TOE'SS6'T $ Z6T'826'TS6'T $ Z12've6'.S8'T $ 98E'TY0'68L'T $ VINBSUleld Ann T
afeeny B1END-g €102 €102 €102 €102 2102 uonduossQ "ON
oqueded EQE@E@M aunft Uore equedad aulT

0]

. 10 Gafiedq

®)

()

©)

(@)

abe oy Jo1rend ani4
V4| pue uonngiisig [elo] - ssegaley
ANVAINOD D1d103713 L1ISNVOVHIVN IHL

®)



Page 6 of 7

THE NARRAGANSETT ELECTRIC COMPANY
Calculation of Excess Earningsfor Twelve months ended December 31, 2013

($000)

Line

1  Actua Distribution Earnings Available for Common $18,344 (a)

2

3

4 Actua Average Common Equity $289,526 (a)

5

6 Customer

7 Average Annual Return 6.34% (b) Share

8

9  ROE in 50%/50% Bandwith (>9.53%, <10.53%) 0.00% * 50.00% = 0.00%
10 ROE in 75%/25% Bandwith (>10.53%) 0.00% * 75.00% = 0.00%
11

12 Total Customer ROE Sharing 0.00%
13 Actual Average Common Equity $289,526
14

15 Actual Annual Customer Shared Earnings $0
16 Tax Gross-up / 65.00%
17

18 Annual Customer Shared Earnings - Pre-tax -
19

20 Total Customer Shared Earnings for the twelve months ending December 31, 2013 $ -
Notes

(@ FromPage?2of 7
(b) LineldividedbyLine4; equasPage?2 of 7 at Line29
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Line Notes
28
29
30
31

Long Term Debt
Short Term Debt
Preferred Stock

Common Equity

Long Term Debt
Short Term Debt
Preferred Stock

Common Equity

Long Term Debt
Short Term Debt
Preferred Stock

Common Equity
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The Narragansett Electric Company

Calculation of Return on Rate Base

Twelve Months Ended December 31, 2013

--------- Per Company/Division Settlement Agreement in Docket 4065 --------

Allowed Ceiling
Cod Weighted Codt Weighted

Total Rate Cost Rate Cost
46.05% 5.298% 2.44% 5.298% 2.44%
4.98% 1.600% 0.08% 1.600% 0.08%
0.19% 4.500% 0.01% 4.500% 0.01%
48.78% 9.800% 4.78% 9.800% 4.78%
100.00% 7.31% 7.31%

--------- Per Company/Division Settlement Agreement in Docket 4323 --------

Allowed Ceiling
Cost Weighted Codt Weighted

Ratio Rate Cost Rate Cost
49.95% 4.960% 2.48% 4.960% 2.48%
0.76% 0.790% 0.01% 0.790% 0.01%
0.15% 4.500% 0.01% 4.500% 0.01%
49.14% 9.500% 4.67% 9.500% 4.67%
100.00% 7.17% 7.17%

--------- Blended Rate 1 month Docket 4065 and 11 months Docket 4323 ---------

Allowed Ceiling
Cod Weighted Codt Weighted

Total Rate Cost Rate Cost
49.63% 4.988% 2.48% 4.988% 2.48%
1.11% 0.858% 0.01% 0.858% 0.01%
0.15% 4.500% 0.01% 4.500% 0.01%
49.11% 9.525% 4.68% 9.525% 4.68%
100.00% 7.18% 7.18%

Line6* /12 plusLine 16 * 11/12
Line7* /12 plusLine 17 * 11/12
Line8* 1/12 plusLine 18 * 11/12
Line9* 1/12 plusLine 19 * 11/12



