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1. Multi-Year Incentive Ratemaking Framework

1.1 What are the implications associated with a revenue cap, a price cap and 

other alternative multi-year incentive ratemaking frameworks?

B/T1/p. 2
Union cites the Board’s NGF Report, “A properly designed plan will ensure downward pressure on rates by encouraging new levels of efficiency in Ontario’s gas utilities – to the benefit of customers and shareholders”.  Please identify, specifically, what new levels of efficiency Union plans to implement and how Union will ensure a downward pressure on rates during its IR plan period under its proposed plan.  

B/T1/p. 2

Please explain, in detail, why Union does not support an earnings sharing mechanism as a part of its price cap plan.  Please provide evidence as to how an earnings sharing mechanism has, in the past, inhibited Union from implementing productivity initiatives that would benefit Union’s shareholders and ratepayers.  
B/T1/p. 5

Union’s evidence states that, “The benefit of productivity improvements, both cost efficiency gains and growth, should ultimately be shared between customers and the utility.”  Please explain, how, under Union’s proposal productivity improvements would be shared with its customers during the plan.  
B/T1/p. 12 

Please explain why it would be fair to ratepayers to eliminate the three transmission related accounts.  Please provide a schedule which sets out for each year since the accounts were established the total amounts in each account.  Also, please provide the 
amounts cleared to ratepayers and shareholders in each of those years.   
B/T1/p. 19

Under what conditions would Union support a revenue cap mechanism for its IR plan.  

B/T1

Please provide copies of all documents presented to Union’s senior management, Board of Directors and its shareholders in seeking approval of Union’s proposed price cap plan.

3. X Factor

3.1 How should the X factor be determined?

B/T1/p. 24

Union’s evidence states that the rate indexing research that supported PEG’s proposed price cap design and overall IR recommendations for Union and Enbridge “appear to be strong conceptually and generally consistent with the approach in other jurisdictions.”  What empirical analysis did Union undertake in assessing PEG’s data?  Please provide copies of any studies or reports Union produced in response to the PEG study. 
B/T1/p. 36

Union has proposed its own method of calculating the X factor attributable to the general service class which differs from the approach proposed by PEG.  Please provide examples of this method being applied in the context of other IR plans, if any.  What evidence can Union provide to support its proposal that a 2.24 PCI is appropriate?  

B/T1/p. 37

Is the differential between 2.24 and 1.12 PCs for general service and all other rate classes entirely related to historical declines in average use?  If not, please explain what the differential is attributable to.  

3.2 What are the appropriate components of an X factor?

B/T1/p. 32

Union has rejected the incorporation of a stretch factor in the determination of its proposed X-factor.  Union’s evidence is that volatile gas prices as one reason for decreasing throughput and revenue and therefore the need for a stretch factor.  If the OPA undertakes significant fuel switching initiatives over the next few years has Union assessed the potential impact on its throughput?   If these initiatives materialize how will they be treated during the IR plan?  Would Union support a Z-factor to deal with the potential impact of fuel-switching?  If not, why not? 
3.3 What are the expected cost and revenue changes during the IR plan that should be taken into account in determining an appropriate X factor?
4. Average Use Factor

4.2 How should the impact of changes in average use be calculated?

B/T1/p. 24

Please provide evidence which supports the determination of the -.72 average use factor adopted by Union.   What analysis has Union done to determine its applicability to Union?   
5. Y Factor

5.1 What are the Y factors that should be included in the IR plan?

B/T1/p. 12

Union is proposing that the base rates be adjusted to reflect the impact of moving to the 20-year declining trend weather forecasting methodology.  Please explain how the $7 million amount was calculated.  
6. Z Factor

6.1 What are the criteria for establishing Z factors that should be included in the IR plan?

B/T1/p. 39
Union is not proposing any new deferral accounts other than those established in the base year.  Please provide a complete list of all existing deferral accounts and the approved method of accounting for each account.  

B/T1/p. 40

Union has referred to Late Payment Penalty costs as a possible example of inclusion as a Z-factor.  Please identify, to the extent possible, the expected LPP costs to be included in such an account.  

B/T1/p. 41

Union has listed Permit Fees as a potential Z-factor category.  Please estimate the potential annual costs associated with permit fees.  

B/T1

What is the expected ongoing cost of implementing GDAR for Union over and above what is in Union’s base rates?  How will those
8. Term of the Plan

8.1 What is the appropriate plan term for each utility?

B/T1/p. 16

Union is proposing a 5-year term plan.  The evidence states that, the term of a price cap plan must be long enough to justify incurring the implementation costs required to pursue the productivity improvements.  Please provide examples of productivity initiatives that would be undertaken in a five-year plan but could not be undertaken in a three or four year time period.  
9. Off-Ramps

9.1 Should an off-ramp be included in the IR plan?

B/T1/p. 42

Union’s evidence is that within the context of a properly constructed IR plan there is no need for off-ramps.  Under what circumstances would Union support an off-ramp?  Please explain.  
12.3 Changes in Rate Design

12.3.1 What should be the criteria for changes in rate design?

B/T1/p. 17
Union’s evidence states that it would like the opportunity to adjust the fixed and variable charges annually.  Please provide Union’s proposals in terms of how it intends to adjust the fixed and variable components under its proposed 5-year plan.  
B/T1/p. 17 

Union’s evidence is that it requires the flexibility to respond to a changing marketplace by developing new services.  Please identify all new services contemplated and how those services will be priced.  

12.4 Non-Energy Services
12.4.4 What should be the information requirements for new non-energy

services?
B/T1/p. 41

Union’s evidence is that it expects that if changes are required to the non-energy charges during the plan it will provide the Board with evidence that supports the change.  What type of approval process is contemplated?  Would it be outside Union’s annual review process?  Please provide details as to how these changes would occur.  From Union’s perspective would prior Board approval be required?  If not, why not?  
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