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INTRODUCTION

1. For the purposes of these interrogatories the study performed by the Pacific Economics Group, “Rate Adjustment Indexes for Ontario’s Natural Gas Utilities,” June 20, 2007 will be referred to as the “PEG TFP Study.”

2. For the purposes of these interrogatories the study performed by the Pacific Economics Group, “Price Cap Index Design for Ontario’s Natural Gas Utilities,” March 30, 2007 will be referred to as the “March Preliminary Study.”

3. Where the information requested is not available in the precise form described in the question, or is not available for all years indicated, please provide all information with respect to the subject matter, which is available to you. 

4. All information for which the original document is kept in electronic format should be provided in both its original electronic format and in hard copy.  The format of the electronic copies should match the format of the original document.   If the original format was created in a spreadsheet, provide the spreadsheet with the equations intact.  If the original format contained any supporting mathematical calculations provide the supporting calculations. 

5. All of the interrogatories relate to issues 3.1 and 3.2.  

3.1  How should the X factor be determined?

3.2  What are the appropriate components of an X factor?
1. With regard to the PEG TFP Study, page iii, please provide the workpapers and data used to calculate the Recent GDPIPI Trend and the Summary Rate Trends shown in the Summary Price Cap Indexes Table.

2. With regard to the PEG TFP Study, Table 16, please provide the workpapers and data use to calculate Table 16.  Please include the source documents for the GDP-IPI and MFP.  Please provide the same information for that supported Table 16 in the March Preliminary Study.

3. With regard to the PEG TFP Study Table 15a, please provide the workpapers and data use to calculate this Table.  Please include the source documents PEG received from Embridge to calculate the capital index and the workpapers that show the calculation of the capital index.  Please provide all PEG workpapers and data obtained from Embridge used to calculate the “weights.” Please provide the same information for that supported Table 15a in the March Preliminary Study.

4. With regard to the PEG TFP Study Table 15b, please provide the workpapers and data use to calculate this Table.  Please include the source documents PEG received from Union to calculate the capital index and the workpapers that show the calculation of the capital index.  Please provide all PEG workpapers and data obtained from Union used to calculate the “weights.” Please provide the same information for that supported Table 15b in the March Preliminary Study.

5. With regard to PEG TFP Study page 57, which states “Using GDPIPI as an output price index and the multifactor productivity index for the Canadian private business sector as a measure of the economy’s TFP growth we can then estimate the trend in the economy’s input price,” please list the types of products and services that are included in the GDPIPI that are not used in the calculation of the multi-factor private business productivity measure. Provide the percentage of the GDPIPI that is represented by the goods and services included in the multi-factor private business productivity measure.  Provide all documents and work papers used in answering this request. 

6. With regard to the PEG TFP Study page 26, the study states “In the latest research we calculate elasticity-weighted outputs indexes using elasticity estimates that vary by company and reflect each company’s special operating conditions.”  Please provide the company specific elasticities.  Provide the all workpapers used to calculate these elasticities.  

7. With regard to the PEG TFP Study, Table 7, please explain why the residential and commercial volume and other volume differ from the values reported for these data in the March preliminary study.  Provide all workpapers and documents that support your explanation.        

8. With regard to the PEG TFP Study, Table 7, please provide the fixed revenue weights used to calculate the Fixed Revenue weighted quantity index.  If the weights differ from the weights used in the March preliminary study, provide the weights used in the March preliminary study.  Please provide all workpapers and documents that support the calculation of the PEG TFP study weights and the March preliminary study weights.  

9. With regard to the PEG Study page 12, the study states: “The inflation measure should track short term input price growth.”  Please define the meaning of short term and explain why the study should track the short term price?  Does the short term include the most recent data available?  For the last three other studies of Gas Utility TFP that PEG has conducted, provide the year the study was completed and the years over which inflation was measured? 

10. Please provide the last three other studies of Gas Utility TFP studies that PEG has conducted.

11. With regard to the PEG Study page 12, the study states: “The X factor, meanwhile, should generally reflect the long run trend of TFP.” Please define the meaning of the long term and explain why the study should estimate the TFP on a long term basis.  For the last three other studies of Gas Utility TFP that PEG has conducted, provide the year the study was completed and the years over which the TFP was measured?

12. With regard to the PEG Study Table 1, list the US companies that conducted DSM programs for any period during the time of the study.

13. With regard to the PEG Study Table 1, for those US companies that conducted DSM programs for any period during the time of the study, provide the amount of energy savings generated by those programs.

14. With regard to the PEG Study Table 1, for those US companies that conducted DSM programs for any period during the time of the study, did PEG adjust the outputs of those companies to reflect the amount of energy savings generated by the DSM programs in any of PEG’s statistical or econometric analyses?

15. With regard to the PEG Study Table 1, for those US companies that conducted DSM programs for any period during the time of the study, provide the amount of expenses associated with those programs.

16. With regard to the PEG Study Table 1, for those US companies that conducted DSM programs for any period during the time of the study, did PEG adjust the expenses of those companies to reflect the expenses associated with the DSM programs in any of PEG’s statistical or econometric analyses?

17. With regard to the PEG Study pages 18-19, the study explains that PEG collected data on US utilities from a variety of sources.  Please provide the data base the PEG collected.  Please provide source documentation for each data series in the data base. 

18. With regard to the PEG Study page 25, the study states “At the sample mean values of the business conditions, for instance, we find in the model with COS costing that simultaneous 1% growth in all three output measures raises the total cost of service by only 0.87%.”  Please explain how the sample mean values are used to determine the value, “0.87%?”  Were the variables shown in Table 19b used to determine the value, “0.87%?”  Please provide the sample mean values for all variables listed in Tables 19a and 19b.  Include all workpapers and documents used to determine the values.   

19. With regard to the PEG Study page 26, the study states “In the latest research we calculate elasticity-weighted output indexes using elasticity estimates that vary by company and reflect each company’s special operating conditions.”  Please provide the elasticity estimates for every company that PEG calculated company specific elasticities.  Show how each company’s special operating conditions affected the elasticity estimate.  Include all workpapers and documents used to determine the elasticity estimates.

20. With regard to the PEG Study page 19, the study states that “Good data on contract demands are unfortunately, not available from this or any other US source of which we are aware.”  Does that statement mean that the output quantities of US utilities did not include contract demands?  If so, did the PEG study reduce any expense or cost quantity that the utilities may have used to provide contract demand service?  If PEG did not reduce any expense or cost quantity, why did PEG not reduce those values?

21. With regard to the PEG Study page 26, the study states “We also computed output quantity indexes designed to measure the effect of growth in billing determinants (e.g. delivery volumes and contract demand) on revenue.”  In what units were delivery volumes and contract demand measured in? In what output quantity subindex is contract demand included?

22. With regard to the PEG Study page 28, the study states  “The revenues shares of the rate elements (e.g. customer and volumetric charges) of Enbridge and (especially) Union changed materially over the sample period, as an attempt was made to collect more revenue from customer charges.”  Please provide the revenue shares for each year in the sample period.  Provide all workpapers and documents used to calculate the annual revenue shares. 

23. With regard to the PEG Study Table 6, please provide cost-shares used to weight the average of the subindexes.  Please provide all workpapers and documents used to calculate the cost shares.  Provide the same information for the March Preliminary Study.

24. With regard to the PEG Study Table 6, please provide all workpapers and documents used to calculate each subindex.  Provide the same information for the March Preliminary Study. 

25. With regard to the PEG Study Table 4, please provide all data used to determine output subindexes and the weights used to average the subindexes.  Show how the weights were calculated.  Provide all workpapers and documents that support the PEG calculations. Provide the same information for the March Preliminary Study. 

26. With regard to the PEG Study Table 3, please provide all data used to determine input subindexes and the weights used to average the subindexes.  Show how the weights were calculated.  Provide all workpapers and documents that support the PEG calculations. Provide the same information for the March Preliminary Study. 

27. With regard to the PEG Study Table 8a, please provide the elasticity estimates by company.  Show all calculations used to determine the elasticity estimates.  Provide all workpapers and documents used to make the elasticity calculations. 

28. With regard to the PEG Study Table 8a, please provide the elasticity estimates by company.  Show all calculations used to determine the elasticity estimates.  Provide all workpapers and documents used to make the elasticity calculations. 

29. With regard to the PEG Study Table 8b, please provide the elasticity estimates by company.  Show all calculations used to determine the elasticity estimates.  Provide all workpapers and documents used to make the elasticity calculations. 

30. With regard to the PEG Study Table 9a, please provide the elasticity estimates by company.  Show all calculations used to determine the elasticity estimates.  Provide all workpapers and documents used to make the elasticity calculations. 

31. With regard to the PEG Study Table 9b, please provide the elasticity estimates by company.  Show all calculations used to determine the elasticity estimates.  Provide all workpapers and documents used to make the elasticity calculations. 

32. With regard to the PEG Study Table 8a, for each US utility, please show all calculations used to determine the company specific TFP estimate.  Provide all workpapers and documents used to make the TFP calculations. 

33. With regard to the PEG Study Table 8b, for each US utility, please show all calculations used to determine the company specific TFP estimate.  Provide all workpapers and documents used to make the TFP calculations. 

34. With regard to the March Preliminary Study Table 8, for each US utility, please show all calculations used to determine the company specific TFP estimate.  Provide all workpapers and documents used to make the TFP calculations. 

35. With regard to the March Preliminary Study Table 8, for each US utility, please show all calculations used to determine the company specific expected scale economies estimate.  Provide all workpapers and documents used to make these calculations. 

36. With regard to the PEG Study Table 9a, for each utility please provide the growth of the elasticity weighted output index.  Show all calculations used to determine the growth rate.  Provide all workpapers and documents used to make the growth rate calculations. 

37. With regard to the PEG Study Table 9b, for each utility please provide the growth of the elasticity weighted output index.  Show all calculations used to determine the growth rate.  Provide all workpapers and documents used to make the growth rate calculations. 

38. With regard to the PEG Study Table 8a, for each utility please provide the growth of the elasticity weighted output index.  Show all calculations used to determine the growth rate.  Provide all workpapers and documents used to make the growth rate calculations. 

39. With regard to the PEG Study Table 8b, for each utility please provide the growth of the elasticity weighted output index.  Show all calculations used to determine the growth rate.  Provide all workpapers and documents used to make the growth rate calculations. 

40. With regard to the March Preliminary Study Table 9, for each US utility, please show all calculations used to determine the company specific TFP estimate.  Provide all workpapers and documents used to make the TFP calculations. 

41. With regard to the March Preliminary Study Table 9, for each US utility, please show all calculations used to determine the company specific expected scale economies estimate.  Provide all workpapers and documents used to make these calculations. 

42. With regard to the PEG Study Table 10, please explain how PEG calculated the elasticity estimates (rows A, B, C), weights (rows D, E, F) and technological change (row L).  Provide all workpapers and documents used to make the elasticity, weight and technological change estimates. 

43. With regard to the PEG Study Table 17, please show the calculations that determine the revenue effect in column (A) and the cost effect in columns (B) and (C).  Provide all workpapers and documents that PEG used to make these calculations. 

44. With regard to the PEG Study Table 19a, please provide the complete data base used to run the regression.  Identify each series and provide the source for the series. 

45. With regard to the PEG Study Table 19a, please show the calculations that determine the dependent variable, cost.  Provide all workpapers and documents used to calculate the cost variable. 

46. With regard to the PEG Study Table 19b, please provide the complete data base used to run the regression.  Identify each series and provide the source for the series. 

47. With regard to the PEG Study Table 19b, please show the calculations that determine the dependent variable, cost.  Provide all workpapers and documents used to calculate the cost variable. 

48. With regard to the PEG Study page 94, is it PEG’s position that it is proper to use Shepherd’s lemma in the presence of x-inefficiencies.  If so, please explain why PEG holds this opinion?

49. With regard to the PEG Study page 83, the study states “These conditions were imposed prior to the model estimation.”  Please explain how PEG altered the general form of the equation such that the estimating equation meets these conditions.  Show the general form of the equation prior to constructing the estimating equation and then show the estimating equation. 

50. With regard to the PEG Study page 83, the study states “The parameters in this equation also appear in the total cost function.  Thus, information about cost shares can be used to sharpen estimates of the cost model parameters.” Please explain how PEG used the additional information to sharpen the parameter estimates?

51. With regard to the PEG Study Table 12, please provide the depreciation study that supports the depreciation rate shown in column (H).

52. With regard to the PEG Study Table 1, please provide the average heating degree days for each US utility and the average heating degree days for Enbridge and Union. If the method used to determine US and Canadian average degrees is different, please provide an explanation of that difference.

53. With regard to the PEG Study page 90, equation 26,would you expect that changes in revenue to equal changes in cost if the change in revenue is measured in terms of actual revenue and the change in cost is measured in terms of economic cost under the following conditions: 
a. For a rate of return regulated utility

b. For a specific time period such as between 200-2005, or would the equal be true only in the long run?

54. In its evidence at Exhibit B/T1/pp. 32-34 Union argues that there is no justification for a stretch factor during its next IR plan.  Please review Union’s evidence and provide PEG’s views on the appropriateness of Union’s proposal to adopt PEG recommendations excluding the stretch factor.  

55. In its evidence at Exhibit B/T1/pp. 36-37 Union has rejected PEG’s approach to establish a PCI for residential customers and proposes a different approach that establishes a PCI for general service customers of 2.24 and 1.12 for all other classes.  Please review Union’s evidence and provide PEG’s views regarding the appropriateness of Union’s approach.  

56. In its evidence at Exhibit B/T4/S1 EGD provides a discussion regarding the challenges it faces with respect to capital investments in the context of an IR plan.  In addition at Exhibit B/T4/S1/p. 13 EGD proposes to treat certain categories of capital as Y factors during the term of its IR plan.  Please review EGD’s evidence and provide PEG’s views as to whether or not EGD’s proposals are appropriate.  
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