
  
 
 
 

October 18, 2011 
 

 
VIA HAND DELIVERY & ELECTRONIC MAIL 

 
 

Luly E. Massaro, Commission Clerk 
Rhode Island Public Utilities Commission 
89 Jefferson Boulevard 
Warwick, RI  02888 
 
 
 RE: Docket 4269 – 2011 Distribution Adjustment Charge Filing 
  Response to Division Data Request 3-8 
 
Dear Ms. Massaro: 
 
 Enclosed is National Grid’s1 response to Division Data Request 3-8. 
 
 This transmittal completes the Company’s responses to the Division’s Third Set of Data 
Requests in the above-captioned proceeding. 

 
Thank you for your attention to this transmittal.  If you have any questions, please feel free 

to contact me at (401) 784-7667.  
 
        Very truly yours, 

 
 
        Thomas R. Teehan 
Enclosure 
 
cc: Docket 4269 Service List 
 Leo Wold, Esq.  

Steve Scialabba 
   
 

                                                 
1 The Narragansett Electric Company d/b/a National Grid (“Company”). 

Thomas R. Teehan 
Senior Counsel 
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Division 3-8 
 

Request: 
 

Referring to the response to DIV 1-2, please explain why the pension and PBOP funding in FY 
2011 was less the pension and PBOP accruals in FY 2011. 
 
Response: 
 
The Company’s response to DIV 1-2 was based on the information reflected in Attachment 
WRR-1, page 6, which provides the difference between the rate allowance for pensions and 
PBOPs for the last three periods ended June 30, 2011, as compared to amounts contributed to the 
external pension and PBOP trusts during that period.  It is necessary to describe funding activity 
since the inception of the pension and PBOP reconciliation mechanism approved by the Rhode 
Island Public Utilities Commission (RIPUC) in Docket No. 3943 effective November 1, 2008, to 
explain FY 2011 funding as compared to FY 2011 pension and PBOP rate recovery.   
 
First, the Company’s pension and PBOP funding analysis provided in Attachment WRR-1 at 
page 6 understates the amount of cumulative funding due in part to the timing of contributions in 
the first year of the reconciliation.  National Grid funds its pension and PBOP plans on a fiscal 
year basis (i.e. 12 months ending March 31).  The Company’s funding analysis provided on 
September 13, 2011 (Attachment WRR-1, page 6) reflects funding from November 1, 2008 to 
June 30, 2011; however, the analysis should reflect contributions during the Company’s fiscal 
2009 that were made prior to the effective date of the new mechanism.  The Company made 
contributions of $6,881,000 for pensions and $3,434,000 for PBOPs in April 2008 which were 
the only contributions made by the Company during the fiscal year ended March 31, 2009.  
Please see Attachment DIV 3-8(A) for documentation supporting these contributions.  (Please be 
advised that the Company has redacted bank account information on Attachment DIV 3-8(A)). 
The Company should have reflected five months (the post rate case period of November 2008 – 
March 2009) of these contributions, or $2,867,083 ($6,881,000 x 5/12ths) and $1,430,833 
($3,434,000 x 5/12ths) in column (a) of Attachment WRR-1, page 6 for pensions and PBOPs, 
respectively.  Therefore, the funding shortfall reflected on Attachment WRR-1, page 6 should be 
reduced to $3,460,165 ($7,758,081 per Attachment WRR-1, page 6, less $2,867,083 and 
$1,430,833). 
 
During the period covered by the reconciliation mechanism, National Grid has based its level of 
funding on the allowance in rates for pension and PBOPs, while being mindful of the funding 
rules under the Pension Protection Act of 2006 (PPA).  See further discussion of the PPA below.   
The pension and PBOP reconciliation mechanism is based on a fiscal year ending June 30 each 
year.  However, as described above, National Grid develops its pension and PBOP funding plans 
on a fiscal year basis ending March 31 each year, so there is a lag between the June 30 date of  
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Division 3-8 (continued, p2) 
 
the reconciliation mechanism, and the development of National Grid’s following fiscal year 
funding plan.  This lag partially contributes to the cumulative funding shortfall.  In fiscal 2010,  
the Narragansett Gas funded $5,100,000 for pensions and $4,600,000 for PBOPs, or $9,700,000 
of total contributions, which were based on the rate allowances established in Docket No. 3943 
of $5,052,002 for pensions and $4,567,873 for PBOPs (See rate allowance amounts on 
Attachment NG-JFN-5S, pages 2 and 3). 
 
For Narragansett Gas in fiscal 2011, the funding plan included $5,500,000 for pensions and 
$5,400,000 for PBOPs.  This reflects the base level rate allowances in Docket No. 3943 referred 
to above, plus $400,000 and $800,000 reflecting recovery of amounts deferred during the 
reconciliation period ended June 30, 2009 for pension and PBOP, respectively.  In fiscal 2012, 
the funding plan included $5,550,000 for pensions and $5,250,000 for PBOPs.  This reflects the 
base level rate allowances in Docket No. 3943 referred to above, plus $450,000 and $650,000 
reflecting recovery of amounts deferred during the reconciliation period ended June 30, 2010 for 
pension and PBOP, respectively, however the proposed fiscal 2012 funding for deferral 
recoveries is less than the level actually being recovered by approximately $1,400,000 in total 
($1,918,076 and $572,555 of pension and PBOP deferral recoveries per Attachment WRR-1, 
page 6 compared to $450,000 and $650,000 included in the fiscal 2012 funding plan as described 
above).  This also contributed to the funding shortfall; however, the Company plans to increase 
its funding by $1,400,000 over the remainder of fiscal 2012 to make up this difference.  After 
accounting for the $1,400,000 of deferral recoveries that it plans to fund, the remaining shortfall 
is approximately $2,100,000 as shown on Attachment DIV 3-8(B).  The Company plans to fund 
this remaining shortfall before the end of fiscal 2012.  
 
As referred to above, pension plan funding is determined with consideration of the PPA.  The 
PPA establishes minimum funding levels for companies to avoid increased premiums to the 
Pension Benefits Guaranty Corporation and also avoid restrictions on its ability to pay benefits to 
retirees.  As a result of this, the Company has directed a portion of PBOP recoveries to the 
pension plan to meet the minimum funding requirements under PPA.      
 
 
 

Prepared by or under the supervision of:  William R. Richer 
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National Grid - RI Gas

Pension and PBOP Funding Reconciliation

For the twelve months ended June 30, 2011

(a) (b) (c)

1 Pension June 30, 2009 June 30, 2010 June 30, 2011

2

3 Funding Reconciliation:

4 Rate Allowance $3,368,002 $5,052,002 5,052,002

5 DAC Recovery for Prior Year Expense Reconciliation -                                371,572                1,918,076

6    Total Rate Allowance $3,368,002 $5,423,574 $6,970,079

7

8 Funded Amount $2,741,250 $5,020,292 4,634,525

9

10 Current Year Internal Funding Reserve ($626,752) ($403,282) ($2,335,554)

11 Cumulative Internal Funding Reserve - Rate Base Credit ($626,752) ($1,030,034) ($3,365,588)

12

13 PBOP

14

15 Funding Reconciliation:

16 Rate Allowance $3,045,249 $4,567,873 $4,567,873

17 DAC Recovery for Prior Year Expense Reconciliation -                                802,863                572,555

18    Total Rate Allowance $3,045,249 $5,370,736 $5,140,428

19

20 Funded Amount $4,600,000 $1,891,485 $2,672,434

21

22 Current Year Internal Funding Reserve $1,554,751 ($3,479,251) ($2,467,994)

23 Cumulative Internal Funding Reserve - Rate Base Credit $1,554,751 ($1,924,500) ($4,392,494)

24

25 Pension PBOP Internal Funding Ratebase  addition/(credit) $927,999 ($2,954,534) ($7,758,081)

26

27 Less: Pension April 2008 Funding (5/12ths) $2,867,083

28 Less: PBOP April 2008 Funding (5/12ths) $1,430,833

29

30 Revised Pension PBOP Internal Funding Ratebase  addition/(credit) ($3,460,165)

31

32 Deferral under funding--to be funded during Company's FY 12 $1,390,632

33

34 Remaining Additional Internal Funding credit to be funded during FY 12 ($2,069,533)

Line Notes:

27 April 2008 payment of $6,881,000 x 5/12ths = $2,867,083 (See Attachment DIV 3-8 (A))

28 April 2008 payment of $3,434,000 x 5/12ths = $1,430,833 (See Attachment DIV 3-8 (A))

32 Under funding of FY 10 deferral recovery to be funded by the end of the Company's FY 12:

Pension PBOP Total

Expense reconciliation deferral year ended June 30, 2010 $1,918,076 $572,555 $2,490,632

Actual funding per Company funding plan $450,000 $650,000 $1,100,000

FY 10 deferral under funding $1,468,076 ($77,445) $1,390,632
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