
  
 
 

August 1, 2012 
 
 

VIA HAND DELIVERY & ELECTRONIC MAIL 
 
 

Luly E. Massaro, Commission Clerk 
Rhode Island Public Utilities Commission 
89 Jefferson Boulevard 
Warwick, RI  02888 
 
 RE: 2012 Annual Gas Cost Recovery Reconciliation  
 
Dear Ms. Massaro: 
 
 In accordance with the provisions of the National Grid’s1 Gas Cost Recovery (“GCR”) 
Clause Tariff, R.I.P.U.C. NG No. 101, Section 2, Schedule A, Item 1.2, enclosed are ten (10) 
copies of National Grid’s annual GCR reconciliation filing.  The reconciliation consists of six 
schedules and contains actual gas cost and collection data for the twelve months ending March 31, 
2012.2  In addition to the annual GCR reconciliation schedules, the Company is submitting as 
attachments to this filing a written report on the results of the recent analysis of the Company’s 
GCR deferred balance calculations, along with supporting documentation.     
 

As described in the July Monthly Deferred Balance Report, the Company commissioned 
the accounting firm of Ernst & Young (“E&Y”) to perform an analysis and validation of gas costs 
in the Company’s Gas Cost Recovery filings, which extended from September 20063 through June  
2012.  E&Y’s analysis of the Company’s GCR deferral calculations involved a comparison and 
reconciliation of the monthly deferral balances report and the Company’s General Ledger for the 
months of September 2006 through November 2011.  As part of its review, E&Y validated actual 
gas costs related to gas supply, underground and LNG storage activity, hedging, marketer invoices, 
non-firm sales, off-system sales, NGPMP credits, and GCR collections.  Additionally, their 
analysis traced information among GCR filings, preliminary “two-day close” materials, the 
General Ledger, journal entries, source schedules, and source documents such as invoices.  E&Y 
also validated the gas costs data for the months December 2011 through June 2012 for use in the 
recently filed July Monthly Deferred Balance Report.     

 
 

                                                 
1 The Narragansett Electric Company d/b/a National Grid (“National Grid” or the “Company”).   
2 In Docket 4199, the Company and the Division of Public Utilities and Carriers agreed to adjust the period of the 
annual gas cost reconciliation to reflect the Company’s current fiscal year (April 1 through March 31).  In Docket 
4283, the Company filed an amended tariff incorporating that change.   
3Because of the absence of detailed account information from the  acquisition of the Company in August 2006, E&Y 
relied on a gas cost reconciliation filed with the Commission for information prior to that time. 

Thomas R. Teehan 
Senior Counsel 
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The Company has also identified and included in this GCR annual reconciliation $453,344 

in gas supply replacement costs incurred during the period March 2011 – September 2011, while 
DOT-required inspection, integrity testing, and repair work was performed on an interstate pipeline 
servicing National Grid.  While that pipeline was out of service, the Company served customers 
utilizing an LNG vaporizer provided by Transgas. Although the Company had initially charged 
these costs to an account that is not included in the calculation of gas costs, the Company corrected 
this oversight in March 2012.  
 

In order to fully inform the Commission with respect to E&Y’s GCR deferred balance 
analysis, the Company is also submitting the following attachments: 

 
• Attachment 1-Fiscal year 2012 (April 2011-March 2012) GCR Reconciliation 

 
• Attachment 2-Summary 2006 - 2011 showing original and revised ending balances 

ending October of each year 
 

• Attachment 3- High level explanation of adjustments by GCR Year (November 
through October).  

 
• Attachment 4-Original detail monthly GCR Reconciliation Filings for the periods 

November 2005 – November 2011 
 

• Attachment 5-Revised monthly detail GCR Reconciliation Filing for the periods 
November 2005 – November 2011 

 
• Attachment 6-Monthly Variance (differences between original and revised deferrals 

shown on attachments 5 and 6 ) 
 

• Attachment 7-E&Y Report 
 
 The enclosed 2012 annual GCR reconciliation (Attachment 1) consists of six schedules.  
Schedule 1 presents the monthly gas-cost specific ending deferred balances for the period April 1, 
2011 through March 31, 2012, resulting in an end-of-period over-collection of approximately $1.5 
million, as shown on the bottom of page 2.  The $1.5 million over-collection is comprised of five 
distinct cost components:  Supply Fixed, Storage Fixed, Supply Variable, Storage Variable 
Product, and Storage Variable Non-Product.  The monthly balances for each of the components are 
also contained in Schedule 1.   
 

Schedule 2 provides monthly gas costs by pipeline, and Schedule 3 summarizes Gas Cost 
Collections for the period April 2011 through March 2012.   
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Schedule 4 presents the calculation of inventory financing costs, and Schedule 5 provides 
the calculations of Working Capital consistent with the methodology approved in Docket 3943.  
Lastly, monthly firm throughput is summarized in Schedule 6.   

 
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: Steve Scialabba, Division 

Leo Wold, Esq. 
Bruce Oliver, Division 
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2012 Annual Gas Cost Recovery 
Reconciliation 

 
 

Attachment 1- Fiscal year 2012  
(April 2011-March 2012) GCR Reconciliation 
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Attachment 2  
Summary showing original and revised ending 

balances ending October of each year 
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Attachment 3  
High level explanation of adjustments by  
GCR Year (November through October). 
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