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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/S1/p. 22

Please provide a copy of the survey referred to in the evidence, “An International Survey of Performance Based Regulation Mechanisms Approved by Energy Regulators.”

B/T1/S1

Under what circumstances would EGD accept the use of a price cap model for the determination of its rates?
1.2 What is the method for incentive regulation that the Board should approve for

each utility?

B/T1/S1/p. 2

For the period 1996-2006 please provide the cost per customer breaking out both capital costs and O&M costs for each year.  Please provide the forecast numbers and actuals.

B/T1/S1/p. 2

For the period 1996-2006 please provide the forecast and actual levels of customer attachments for each year.  
B/T1/S1/p. 5
Did EGD originally plan to seek approval of a price cap incentive regulation framework?  If so, when did it reject that framework? And if so, please provide copies of all records, whether internal or external, related to the decision to switch from a price cap to a revenue cap framework.
B/T1/S1/p. 5

EGD states that customer attachments have been at a pace of 45,000 to 50,000 per year.  For the period 2008-2012 please provide EGD’s current forecast of attachments for each of those years.  Please include all assumptions used in arriving at that forecast.
B/T1/S1/p. 8

The evidence states that EGD’s unit distribution rate, as approved by the Board has grown at an average annual rate of 3.83%.  For each year 1996-2006 please provide the unit increase for each rate class.  Also, please provide the average annual rate for each of those years. 

B/T1/S1/p. 22

EGD refers to it cast iron replacement program in terms of differentiating itself from Union.  Please provide a schedule which sets out the expected expenditures for the program through to the completion of the program.  For each year of the program since its inception please provide forecast and actual expenditure levels.  
B/T1/S1

Why does EGD prefer an incentive regulation model for rate-making rather than a cost of service approach?  Why is EGD’s revenue cap proposal better for ratepayers than the current rate-setting approach?  Why is it better for EGD’s shareholders?  
1.3 Should weather risk continue to be borne by the shareholders, and if so what

other adjustments should be made?
B/T1/S1

EGD is not proposing to eliminate the risk to its shareholders associated with weather.  Please indicate why EGD continues to support the status quo.  If weather risk was eliminated for EGD’s shareholders does EGD agree that its cost of equity and/or equity thickness levels would have to be adjusted to reflect the lower risk.  If not, why not?  If so, how should they be adjusted? 
2. Inflation Factor

2.1 What type of index should be used as the inflation factor (industry specific index or macroeconomic index)?

2.2 Should the inflation factor be based on an actual or forecast?

B/T2/S1

Please explain how, in the context of EGD’s proposed IR plan inflation would be adjusted?  Does EGD support the use of actual or forecast inflation numbers?  
2.4 Should the gas utilities ROE be adjusted in each year of the incentive regulation (IR) plan using the Board’s approved ROE guidelines?
B/T2/S1

Please provide- EGD’s position as to how the ROE level should be determined in the context of its plan.  
B/T1/S1 p. 5

Does EGD have a target ROE which it plans to achieve during the proposed period of incentive regulation? If so, what is the target?  Please provide all reports and analysis, whether internal or external, on which that target is based?
3. X Factor

3.1 How should the X factor be determined?

B/T3/S1/p. 32

The evidence states, “Economists generally agree that the housing sector has nowhere to go but down, which will take the pace of customer ads down with it as well.”  Please provide evidence to support this statement.  Please indicate how, specifically, this applies to EGD’s franchise area.  

B/T3/S1/p. 32

The evidence states that, “Going forward the one bright spot for increasing output is the growing interest in gas fired electricity generation.”  Please provide a forecast for the 2008-2012 period of gas fired generation throughput expected to come on line in EGD’s franchise area.
4. Average Use Factor

4.1 Is it appropriate to include the impact of changes in average use in the annual adjustment?

D/T4/S1

Please provide the complete terms of reference for the IndEco Research report.

B/T3/S1/p. 31

Please provide evidence to support the claim that there is a trend towards multi-family residential dwellings. Specifically, what evidence does EGD have to support the comment that this “trend” has impacted average annual use in its franchise area? 
4.2 How should the impact of changes in average use be calculated?

B/T1/S1/p. 8

The evidence states that given the new 2006 Ontario Building Code has improved efficiency standards residential average use during the next 5 years will decline more than the historical trend, all else being equal.  Please quantify the expected impact.  Also, please provide all assumptions used in estimating the impact.
B/T1/S1/p. 10

Please explain how recognizing the impact of declining average use is “a built-in proxy for the productivity challenge.”  

5. Y Factor

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

B/T4/S1/p. 12
EGD is proposing Y factor treatment for several capital cost categories.  Please indicate what proportion of EGD’s capital budget in any given year will be subject to pass-throughs under EGD’s proposal.  

B/T4/S1/p. 5

EGD has identified residential customer attachments as a challenge the Company faces in the context of an incentive regulation regime.  What specific relief is EGD seeking regarding residential system expansion?  Under EGD’s proposal how will system expansion be treated?  

B/T4/S1/p. 5

EGD expresses a concern that with respect to residential system expansion undertaken during an IR period the cross-over from revenue deficiency to revenue sufficiency associated with these projects is approximately 12 years.  Please explain why this would not be offset by projects undertaken in prior years that would cross over during the plan period.  
B/T4/S1/p. 13

EGD is proposing to establish Y factors for Leave to Construct Projects.  Please explain, specifically, how these projects will be treated during the plan period and how the costs and revenues associated with these projects will be incorporated into rates.  Would they be added to rate base during the plan?  If so, how?
B/T4/S1/p. 13

EGD is proposing to establish a Y factor for Power Generation Customers.  Please explain, specifically, how the revenues and costs associated with these customers will be treated during the plan and incorporated into rates. Would they be added to rate base during the plan?  If so, how?
B/T4/S1/p. 14

EGD is proposing that “large scale system expansion and reinforcement pipeline projects” be treated as a Y factor.  What constitutes “large scale”?  Please explain EGD’s proposal to deal with these projects during the plan period.  Please identify, specifically, how the costs and revenues associated with these projects will be treated during the plan and incorporated into rates.  Would they be added to rate base during the plan?  If so, how?
B/T4/S1/p. 14

EGD is proposing that “safety and reliability projects” be treated as Y factors.  Please explain, specifically, how the revenues and costs associated with these projects will be treated during the plan and incorporated into rates.  Will they be added to rate base during the plan?  If so, how?
B/T4/S1/p. 13

EGD is proposing that the following categories of capital expenditures be included under the IR model as Y factors:  “Leave to Construct Projects”, “Power Generation Customers”, “System Reinforcement and Community Expansion” and “Safety and Reliability”.  For each year 2000-2006 please identify how much of the overall capital budgets related to each of these categories.  If so, how?
B/T4/S1/p. 13

Please provide the forecast level of costs and benefits associated with the EnVision Project for the duration of the project.  Please identify the cost and benefit levels associated with the EnVision Project that are currently embedded in the 2007 rates.  How will EGD ensure that the benefits associated with the EnVision Project flow through to ratepayers during the IR plan term?  Would EGD support the establishment of a Y factor to ensure the EnVision benefits that are realized flow to ratepayers?  If not, why not?  
6. Z Factor

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

B/T1/S1, p. 18

EGD has cited “uninsured losses” and “litigation costs” as potential Z-factors.  Please explain specifically what types of uninsured losses and litigation costs are contemplated.  

B/T5/S1/p. 7

Please identify any changes EGD is proposing with respect to its 2008 Purchased Gas Variation Account.   

B/T5/S1/p. 7

Please fully explain how the costs and revenues associated with the Electric program Earnings Sharing Deferral Account are currently treated.  Please explain the way in which EGD calculates the fully allocated costs associated with these initiatives.  

B/T5/S1/p. 15

EGD is proposing a new account, the 2008 Municipal Permit Fees Deferral Account.  Please provide an estimate of the costs expected to be captured in that account in 2008.  Please provide all assumptions used to arrive at that forecast.   
8. Term of the Plan

8.1 What is the appropriate plan term for each utility?

B/T1/S1/p. 18

EGD proposes a term of five years for its IR plan period.  Specifically, the evidence states that “a longer term is desirable to provide sufficient horizon for the recovery of investments and to identify and capture capital program efficiency improvements.”  Please provide examples of the capital program efficiency improvements EGD is referring to that would be restrained within the context of a shorter term plan.

10. Earning Sharing Mechanism (ESM)

10.1 Should an ESM be included in the IR plan?
B1/T1/S1

Please explain, in detail, why EGD is opposed to an Earnings Sharing Mechanism.  Please explain, under what circumstances, EGD would support an ESM for its IR plan.  
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