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fixing rates for the distribution, transmission and storage

of natural gas, effective January 1, 2008;

AND IN THE MATTER OF a combined proceeding Board

pursuant to section 21(1) of the Ontario Energy Board

Act, 1998.
Power Workers’ Union Questions for PEG at Technical Conference

October 3 – 5, 2007
The 2003 Enbridge Benchmarking Study
1. “The O&M Cost Performance of Enbridge Gas Distribution,” M. Lowry, D. Hovde, L. Getachew, Pacific Economics Group, 1/23/03. 

a. Please confirm that this is a copy of the work undertaken by PEG for Enbridge and dated January 2003.
b. Please confirm that this report was filed with the Ontario Energy Board.
2. Business Condition Variables
Besides scale and input prices, PEG identifies 4 “other business condition variables” (p18) in the 2003 report.
(1) the percentage of distribution main not made of cast iron or unprotected bare steel

(2) the number of power distribution customers

(3) an index of maximum frost depth

“Distributors typically dig trenches for their mains deeper the deeper is the maximum frost depth.  Maximum frost depth can also raise the cost of maintenance.  Frost depth thus raises distribution cost.”

(4) a measure of earthquake risk

 “The cost of system operations is apt to be greater the greater is the risk” of earthquakes. (p19)

a. Please confirm that these are the 4 ‘other’ business conditions variables. 

b. Please confirm that PEG finds both frost depth and earthquake risk to be statistically significant and to affect distribution cost based on their econometric model results.
“Cost was higher the greater was maximum frost depth and earthquake risk.”  (p21)

c. Please confirm that in the 2007 work despite using sun belt and frost belt LDCs in its 2007 work, PEG does not include maximum frost depth in its econometric model. 
d. Please confirm that despite having 3 California LDCs in their econometric model sample, PEG does not include the measure of earthquake risk in the 2007 work. 

e. Please confirm that the California LDCs represent 32.4 % of the PEG sample versus 15.2 % for the continental US (June 8 report, p. 20, Table 1). 
3. Sample
78 US LDCs used in index construction; subset of 42 US LDCs used in econometric work.  However, in discussing better peer group selection, PEG states in their 2003 report:

“Enbridge is one of the larger gas distributors in North America but is not a power provider.  To provide better benchmarks for Enbridge, we therefore compared its productivity levels to the 2000 norms for gas only utilities and for large gas only utilities in addition to the comparison to the full sample.  Large gas utilities were defined as those serving at least 1,000,000 customers.  These peer groups are sensible ones that strike a balance between the desire for numerous peers and for a full set of controls for the business conditions that are known to reflect gas distribution costs.” (p7)

a. Please confirm the above statement was the basis for PEG’s selection of peers for Enbridge in the 2003 report.

b. Sample appears to be: 

Brooklyn Union Gas

Atlanta Gas Light

East Ohio

Michigan Consolidated

Southwest Gas

Southern California Gas

Enserch

Please confirm that these are the 2003 large, gas-only US LDCs in the Enbridge peer group.  
c. Please confirm the 2003 peer group is limited to these 7.
d. Please confirm that none of these large, gas-only LDCs is used in PEGs March 2007 peer group for Enbridge.  

e. Please confirm that none of these large, gas-only LDCs is used in PEGs March 2007 peer group for Union.

f. Please confirm that in the March and June 2007 peer groups for both Enbridge and Union, small LDCs are included.
g. Please confirm that in the March and June 2007 peer groups for both Enbridge and Union, electric power providers are included.

h. Please confirm that in the June report, the peer groups include 2 California LDCs, 2 Southwest LDCs, and 2 Southeast LDCs. 

i. What states are represented by the Southwest and Southeast LDCs?
j. For the March and June 2007 reports, please calculate the California LDCs’ customers as a percentage of Enbridge’s peer group’s total customers (i.e., total customers of LDCs in peer group).

k. For the March and June 2007 reports, please calculate the California LDCs’ customers as a percentage of Union’s peer group’s total customers (i.e., total customers of LDCs in peer group).

l. Please provide the range of customers represented by the smallest and the largest LDCs in each utility’s peer group from the June report.

m. Please confirm that in the June report, the peer groups for Enbridge differ between the GD and the COS models. 
n. Please confirm that in the June report, the peer groups for Union differ between the GD and the COS models. 
o. Please confirm that of the 11 LDCs in the two peer groups specified by PEG in its March 2007 report, only 2 LDCs  are present in the 4 peer groups specified by PEG in the June report.  

p. Please confirm that of the 12 LDCs specified by PEG in the June report’s 4 peer groups, 6 of these had not appeared in any of the peer groups from the January 2003 nor March 2007 reports.  

q. Please confirm that of the 18 total LDCs which appeared in the peer groups from the January 2003 and March 2007 reports, 12 of these LDCs do not appear in the June peer groups.  

4. Data


a. Please confirm that in the January 2003 report, PEG decomposed (uncapitalized) O&M expenses into labor and non labor services.  
b. What was the source for the O&M expense and labor services data for Enbridge that PEG used in the January 2003 work?
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