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November 7, 2014 
 

 
 
VIA HAND DELIVERY AND ELECTRONIC MAIL 
 
 
Luly E. Massaro, Commission Clerk 
Rhode Island Public Utilities Commission 
89 Jefferson Boulevard 
Warwick, RI   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. 43231, 
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.2  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 this transmittal.  If you have any questions regarding this 
filing, please contact me at 781-907-2153. 
 
 Very truly yours, 

 

           
         

Celia B. O’Brien 
 

Enclosures 
 
cc: Steve Scialabba, Division 
 David Effron, Division 
 Leo Wold, Esq. 
 

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

Celia B. O’Brien 
Assistant General Counsel and Director 



Page 1 of 7

Line Twelve Months Ending
No. December 31, 2013
1 Earned 1/ Earned 2/ Allowed 3/ Ceiling 3/
2        Return on Distribution Rate Base 5.60% 5.88% 7.18% 7.18%
3
4        Return on Distribution Common Equity 6.34% 6.90% 9.53% 9.53%
5
6
7 1/  Excludes Conservation & Load Management ("C&LM" aka Energy Efficiency) Incentive.
8 2/  Includes C&LM Incentive.
9 3/  Allowed Return and Ceiling, presented below.

10
11 ---------Blended rate - one month per Company/Division Settlement Agreement in Docket 4065 and eleven months per Compliance Filing in Docket 4323 ---------
12 Allowed Ceiling
13 Cost Weighted Cost Weighted 
14 Total Rate Cost Rate Cost
15
16 Long Term Debt 49.63% 4.99% 2.48% 4.99% 2.48%
17 Short Term Debt 1.11% 0.86% 0.01% 0.86% 0.01%
18 Preferred Stock 0.15% 4.50% 0.01% 4.50% 0.01%
19 Common Equity 49.11% 9.53% 4.68% 9.53% 4.68%
20 100.00% 7.18% 7.18% 4/

21
22 5-Quarter Average
23 DISTRIBUTION
24 Rate Base
25 as of --------- EARNED ---------
26 12/31/2013 Cost Weighted Pre-Tax
27 $589,546,233 5/ Total Rate Cost Taxes Weighted Cost
28

29 Long Term Debt $292,562,318 49.63% 4.99% 2.48% 2.48%

30 Short Term Debt $6,553,789 1.11% 0.86% 0.01% 0.01%

31 Preferred Stock $903,971 0.15% 4.50% 0.01% 0.01% 0.02%

32 Common Equity $289,526,155 49.11% 6.34% 3.11% 1.68%  (b) 4.79%
33 $589,546,233 100.00% 5.61% 1.69% 7.30%
34
35 (b) includes adj.  for Flowthrough Items
36 4/ From Page 7 Line 32
37 5/ From Page 3 Line 29, Column (f) PREFERRED STOCK EARNINGS, INTEREST EXPENSE,
38 AND FEDERAL INCOME TAX
39 CALCULATED USING IMPUTED CAPITAL STRUCTURE
40
41
42 $000s
43 PREF. STOCK: $589,546,233 X 0.01% (c) = $59
44 INTEREST: $589,546,233 X 2.49% (d) = 14,680
45
46 FIT: $589,546,233 X 1.68% (e) = 9,904

47 Plus: (Flowthrough Items)/65%-(Flowthrough Items) (f) 24
48     Total Federal Income Taxes ("FIT") $9,928
49
50 (c) From Line 31, Column "Weighted Cost"
51 (d) Sum of Lines 29 and 30, Column "Weighted Cost".

52 (e)  (0.01% + 3.11%) / 65% - (0.01% + 3.11%)

53 (f) Flowthrough Items

54   Investment Tax Credit ("ITC") Amortization ($284)

55    ITC Basis Reduction Depreciation 227

56    AFUDC Equity Depreciation 101
57
58 $45

The Narragansett Electric Company
Return on Rate Base

Return on Common Equity
Twelve Months Ended December 31, 2013
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THE NARRAGANSETT ELECTRIC COMPANY

Return on Equity Calculation

Twelve Months Ended December 31, 2013

Integrated Facilities Distribution

Line Total Agreement ("IFA") Amount

No. Company Amount Per Schedules
A B C D

1 Revenue - Sales of Electricity 389,186$          $0 389,186$                  
2 Other Revenue 527,528           -                                527,528 1/
3             Total Revenue 916,714$          -$                               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             2/ 17,827                     137,870 3/
9 Company Share of Earned Savings -                       -                                3,250 4/

10 Depreciation 56,606             12,775                     43,831
11 Amort. - Loss on Reaq. 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             -                                7/
17 Amortization of ITC (394)                 (110)                         (284)
18 Interest on Customer Deposits 671 -                                671 5/
19 Donations 750                  -                                750 5/
20             Total Operating Expenses 835,886$          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 -                                6/

25            C&LM Incentive (2,510)

26

27 Adjusted Distribution Operating Income Before Taxes 42,864

28 Interest Charges 14,680 7/

29 Income Taxes @ 35%  (net of ITC) 9,781 8/

30             Net Income 18,403

31 Less:   Preferred Stock Requirements 59 7/

32 Earnings Available for Common 18,344$                    

33 Average Common Equity - 5-Quarter Average 289,526 7/

34 Rate of Return on Adjusted Average Common Equity 6.34%

Notes

2/ Excludes $0, for storm related expenses as incurred.

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 the line.
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.

($000s)

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.

1/ Excludes excess earnings accrual of $0 for the 12 month period.
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Page 6 of 7

Line

1 Actual Distribution Earnings Available for Common $18,344 (a)
2
3
4 Actual 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
(a) From Page 2 of 7

(b) Line 1 divided by Line 4 ; equals Page 2 of 7 at Line 29

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

($000)
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1 --------- Per Company/Division Settlement Agreement in Docket 4065 --------
2 Allowed Ceiling
3 Cost Weighted Cost Weighted 
4 Total Rate Cost Rate Cost
5
6 Long Term Debt 46.05% 5.298% 2.44% 5.298% 2.44%
7 Short Term Debt 4.98% 1.600% 0.08% 1.600% 0.08%
8 Preferred Stock 0.19% 4.500% 0.01% 4.500% 0.01%
9 Common Equity 48.78% 9.800% 4.78% 9.800% 4.78%

10 100.00% 7.31% 7.31%

11
12 --------- Per Company/Division Settlement Agreement in Docket 4323 --------
13 Ceiling
14 Cost Weighted Cost Weighted 
15     Ratio      Rate Cost Rate Cost
16 Long Term Debt 49.95% 4.960% 2.48% 4.960% 2.48%
17 Short Term Debt 0.76% 0.790% 0.01% 0.790% 0.01%
18 Preferred Stock 0.15% 4.500% 0.01% 4.500% 0.01%
19 Common Equity 49.14% 9.500% 4.67% 9.500% 4.67%
20 100.00% 7.17% 7.17%

21
22
23 --------- Blended Rate 1 month Docket 4065 and 11 months Docket 4323 ---------
24 Ceiling
25 Cost Weighted Cost Weighted 
26 Total Rate Cost Rate Cost
27
28 Long Term Debt 49.63% 4.988% 2.48% 4.988% 2.48%
29 Short Term Debt 1.11% 0.858% 0.01% 0.858% 0.01%
30 Preferred Stock 0.15% 4.500% 0.01% 4.500% 0.01%
31 Common Equity 49.11% 9.525% 4.68% 9.525% 4.68%
32 100.00% 7.18% 7.18%

Line Notes
28 Line 6 * 1/12 plus Line 16 * 11/12
29 Line 7 * 1/12 plus Line 17 * 11/12
30 Line 8 * 1/12 plus Line 18 * 11/12
31 Line 9 * 1/12 plus Line 19 * 11/12

The Narragansett Electric Company
Calculation of Return on Rate Base

Twelve Months Ended December 31, 2013

Allowed

Allowed


