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BOARD STAFF INTERROGATORY #1 
 
 
INTERROGATORY 
 
ISSUE 1 – CALCULATIONS IN ACCORDANCE WITH SETTLEMENT AGREEMENT  
 
Ref: Ex. B /Tab 1/ Sch 2 /  
 
Please confirm that there have been no departures from the terms of the EB-2007-0615 
settlement for the calculation of the 2010 revenue requirement, assignment of the 
revenue requirement to the rate classes, and the derivation of the 2010 rates. If there 
were departures, please identify the nature of those departures. 
 
 
RESPONSE 
 
Confirmed. 
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BOARD STAFF INTERROGATORY #2 
 
 
INTERROGATORY 
 
ISSUE 5 – GAS VOLUME BUDGET  
 
Ref: Ex. B /Tab 1/ Sch 5/  
 
a. Please provide a table of historic and forecast gas volumes, in a similar format to the 
example shown below, broken down by general service and contract that shows the 
Board-approved versus the actual volumes for the 5-year period 2005 through 2009. 
Please also include the 2010 forecast. Additionally, please include the average number 
of customers. 

Example  
 

 Year 1  Year 2  Year 3  
 Board-

approved 
Actual Board-

approved 
Actual Board-

approved 
Actual 

General 
Service  

      

Contract        

Total 
Volume  

      

No. 
Customers 
(avg.)  

      

 
 
b. Please also provide a table similar to part a. above showing weather-normalized 
volumes. 
 
 
RESPONSE 
 
a. Table 1 provides the requested information. In order to facilitate the Board’s review, 

meter reading or billing conventional heating degree days are also provided herein. 
 

b. Table 2 illustrates the requested information.  In order to compare the year over 
year variance between actual and Board Approved normalized numbers on the 
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same basis, each year’s actual results have been normalized to the corresponding 
Board Approved degree days for that year.  
 
During the requested time period, the Company and ratepayers have experienced 
many economic events that have had an impact on annual use or worse, causing 
plant shut downs. 
 
Some of these events would include: 

• Unexpected and historically high natural gas prices that occurred in 2005 
and 2006; 

• unforeseen rate switching commencing Fall 2006 as discussed in details at 
EB-2008-0219, pages 28-30 of Exhibit B, Tab 1, Schedule 5; 

• rapidly deteriorating economic conditions that took root in the early fall of 
2008; and  

• the migration between Rate 115 to Rate 125 (which has no distribution 
volume). 

 
In spite of these factors, the average total normalized percentage error variances 
(i.e., Actual vs Board Approved Budget) during 2003-2004 and 2007 was a very low 
0.4% or 45 106m3.  
 
As stated in paragraphs 54 to 57 of Exhibit B, Tab 1, Schedule 5 and in  
EB-2009-0055, Exhibit B, Tab 3, Schedule 2, on page 3 and at Exhibit C, Tab 1, 
Schedule 5, the reduction in volumes between 2009 weather normalized actual of 
11 025.1 106m3 and 2009 Board Approved Budget of 11 399.8 106m3 is consistent 
with 2009 Bridge Year Estimate volumes of 11 057.0 106m3.  This reduction is not 
unexpected in the wake of the rapidly deteriorating economic conditions that began 
in October 2008.  The reduction is mainly comprised of unfavourable general 
service customer growth and average use as well as contract market customers’ 
plant closures and production shutdown. 
 
Since the 2009 Board Approved Budget was developed during the early summer of 
2008, prior to the onset of the economic downturn, the Budget did not reflect the 
significant increase in plant closures and business bankruptcies, a 26-year low in 
Canadian consumer confidence, and an unemployment rate that reached a 15-year 
high of 9.4 per cent in the Spring as mentioned in paragraph 57 of Exhibit B, Tab 1, 
Schedule 5.  
 
For example, in the spring of 2008 it could not have been realistically predicted that 
two large automakers would require bankruptcy protection during 2009. 
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BOARD STAFF INTERROGATORY #3 
 
 
INTERROGATORY 
 
ISSUE 5 – GAS VOLUME BUDGET 
 
Ref: Ex. B /Tab 1/ Sch 4 /  
 
Please provide a Bill Impact sensitivity analysis for 2010 for typical Rate 1 and Rate 6 
customers relative to different budgeted gas volumes. What is the effect of a plus 
400 106m3 and a minus 400 106m3 change to the total Gas Volume Budget?  
Assume the same proportion of volumes to General Service and Contract Customers as 
provided in the filed 2010 gas volume budget 
 
 
RESPONSE 
 
Table 1 below presents the requested impact on Rate 1 and 6 customers from 
increasing the total gas volumes budget by 400 106m3 and decreasing the total gas 
volume budget by 400 106m3.  The rate class breakdown of 400 106m3 is assumed to be 
consistent with the current profile of the 2010 total gas volume budget.   
 
Due to time limitations, it has been assumed that the addition or reduction of 400 106m3  

is added to/removed from the system without the addition of new customers or a loss of 
existing customers.  If the Company were to increase or decrease its total volumes 
budget by 400 106m3, and assume customer numbers would change, the distribution 
revenue requirement would need to change to capture this impact.  The gas cost to 
operations budget would also need to be updated to capture the gas cost 
consequences of these volume changes.  Given these assumptions, the approximate 
average rate impacts for Rate 1 and 6 classes assuming no change in the proposed 
total revenue requirement are as follows: 
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T-Service Rate Impact 
Rate Class Based on 400 106m3 Increase

1 0.3%
6 0.1%

T-Service Rate Impact 
Rate Class Based on 400 106m3 Decrease

1 3.2%
6 2.6%

 Table 1: 2010 Proposed Average Rate Impacts
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BOARD STAFF INTERROGATORY #4 
 
 
INTERROGATORY 
 
ISSUE 6 – Y FACTOR – POWER GENERATION  
 
Ref: Ex. B /Tab 2/ Sch 1/  
 
With respect to the Y Factor request of $3.7 million for 2010, please provide the rate 
base amounts related to the Portlands Energy Centre and Thorold Cogen. 
 
 
RESPONSE 
 
The forecast 2010 rate base amounts related to Portlands Energy Center and Thorold 
Cogen, which support the requested $3.6 million deficiency (Updated: 2010-01-22), are 
as follows (stated on an average of monthly averages basis): 
  
Portlands Energy Centre: ($000’s) 
 
Gross      23,269.0 
Accumulated Depreciation   (1,752.7) 
PP&E (net)     21,516.3 
 
 
Thorold Cogen: ($000’s) 
 
Gross      6,586.1 
Accumulated Depreciation   ( 190.8) 
PP&E (net)     6,395.3 
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BOARD STAFF INTERROGATORY #5 
 
 
INTERROGATORY 
 
ISSUE 7 – Y FACTOR – DSM PROGRAM  
 
Ref: Ex. B /Tab 2/ Sch 2/  
 
The Board’s Decision and Order in EB-2009-0154 (page 7) specifies that the funding for 
Enbridge’s proposed Industrial Support Pilot Program ($1.25 million) must come from 
outside of the company’s DSM budget. Please clarify whether the amount is in or out of 
the 2010 DSM budget. 
 
 
RESPONSE 
 
The $1.25 million incremental funding for the Industrial Support Pilot Program was 
approved by the Board for inclusion in Rates.  This funding is incremental to the base 
2010 DSM Budget as defined by the formula approved in EB-2006-0021 and as such is 
not considered to be funded from the 2010 DSM budget. 
 
Please refer to the Company’s evidence filed at Exhibit B, Tab 2, Schedule 2, page 4 
updated 2010-01-22. 
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BOARD STAFF INTERROGATORY #6 
 
 
INTERROGATORY 
 
ISSUE 10 – Z FACTOR - PENSION FUNDING  
 
Ref: Ex. B /Tab 3/ Sch 1/  
 
Paragraph 3 says that the Company’s pension surplus has, over a number of years, 
resulted in a significant ratepayer benefit. Please quantify the actual credit to the 
Revenue Requirement in the most recent 4 years that the plan has been in a surplus 
position, prior to the introduction of the IR Plan. 
 
 
RESPONSE 
 
The benefit arises in the form of cost avoidance, rather than by way of a direct credit to 
revenue requirement.  Absent the surplus that was maintained by the plan, the minimum 
contribution requirement would have been the annual service cost, which would have 
averaged approximately $13 million for the years 2004 to 2008.  
 
The annual service cost in each of 4 years preceding onset of the IR plan are noted 
below: 
  
 
 
 
 
 
 
 
 
 
 
 

 
Year 

Annual Service 
Cost ($ million) 

 
2007 15.6 
2006 13.2 
2005 10.8 
2004 9.7 
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BOARD STAFF INTERROGATORY #7 
 
 
INTERROGATORY 
 
ISSUE 10 – Z FACTOR - PENSION FUNDING  
 
Ref: Ex. B /Tab 3/ Sch 1/  
 
Paragraph 5 states that EGD is required to file its next pension valuation as at 
December 31, 2009 in order to remain compliant with the PBAO. When is the earliest 
date that this valuation would be available for filing in this proceeding? 
 
 
RESPONSE 
 
As noted in the evidence, this would be available no earlier than April 2010.   
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BOARD STAFF INTERROGATORY #8 
 
 
INTERROGATORY 
 
ISSUE 10 – Z FACTOR - PENSION FUNDING  
 
Ref: Ex. B /Tab 3/ Sch 1/  
 
Paragraph 12 states that Mercer estimated that based on the December 31, 2008 
valuation, and the requirement to pay a Pension Benefits Guarantee Fund premium, the 
total annual contribution would be $18.9 million. What are the key assumptions that 
underpin the calculations of the funding requirement estimated by Mercer? 
 
 
RESPONSE 
 
The estimated requirement to contribute $18.9 million is based on the following 
components: 
 

• DB current service cost, 
• Special payments, 
• DC current service cost, and 
• PBGF premium 

 
The key assumptions underpinning the derivation of the various components are noted 
in section 4 and Appendix B of the 2008 valuation report, attached in response to 
APPRO Interrogatory #1 at Exhibit I, Tab 2, Schedule 1. 
 
 
 



 
 Filed:  2010-02-09 
 EB-2009-0172 
 Exhibit I 
 Tab 1 
 Schedule 9 
 Page 1 of 2 
 

Witnesses: J. Haberbusch 
 N. Kishinchandani 

BOARD STAFF INTERROGATORY #9 
 
 
INTERROGATORY 
 
ISSUE 10 – Z FACTOR - PENSION FUNDING  
 
Ref: Ex. B /Tab 3/ Sch 1/  
 
Paragraph 21 indicates that the financial “meltdown” could not have been foreseen by 
EGD’s management. Does Enbridge Gas Distribution Inc. directly manage the plan or is 
it managed by another entity? Please name the corporate entity managing the plan. 
Does the plan include only the employees and retirees of Enbridge Gas Distribution Inc. 
or are there employees (such as those of affiliated companies) included in the plan? If 
so, please provide details as to the numbers of employees and the identity of the 
affiliates. 
 
 
RESPONSE 
 
The Board of Directors of Enbridge Gas Distribution Inc. delegated the overall 
responsibility for administration and investment of the Pension Plan to the Human 
Resources & Compensation Committee (“HRCC”) of the Enbridge Inc. Board of 
Directors on May 1, 2002.  The Board of Directors delegated this responsibility after 
satisfying themselves that the members of the HRCC and its agents and employees 
had the necessary skills, training, and expertise to oversee and administer the Pension 
Plan.  
 
Enbridge employs a strong pension governance process that is reviewed regularly by 
EGD and EI internal staff as well as external consultants and updated where process 
improvements are identified.  Part of this process is the use of external asset investment 
managers that are carefully chosen, given specific investment mandates, monitored on 
a regular basis by Enbridge Inc. staff and replaced if deemed appropriate.  
 
While the Enbridge Gas Distribution Inc. Pension Plan has participating employers, the 
future contribution requirements noted in the evidence entirely relate to the employees 
and retirees of Enbridge Gas Distribution Inc.  
 
There are currently five employers participating in the EGD registered plan, with EGD 
making up the majority of plan membership.  A breakdown of plan membership by 
participating employer, as at December 31, 2008, is given below. 
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Participating Employer Plan Members 

Enbridge Gas Distribution Inc. 3,361 

Enbridge Solutions Inc. 21 

Enbridge Electric Connections Inc. 31 

Enbridge Gas New Brunswick Inc. 143 

Gazifere Inc. 88 

Total 3,644 

 

 
 



 
 Filed:  2010-02-09 
 EB-2009-0172 
 Exhibit I 
 Tab 1 
 Schedule 10 
 Page 1 of 1 
 

Witnesses: J. Haberbusch 
 N. Kishinchandani 

BOARD STAFF INTERROGATORY #10 
 
 
INTERROGATORY 
 
ISSUE 10 – Z FACTOR - PENSION FUNDING  
 
Ref: Ex. B /Tab 3/ Sch 1/  
 
Paragraph 23 indicates that “the Enbridge pension governance structure in place 
ensured a prudent response to events as they unfolded”. Please identify the responsive 
steps that the plan manager undertook during the financial crisis of 2008 and 2009. How 
were those actions different from the actions of other Canadian pension fund managers 
during the crisis? 
 
 
RESPONSE 
 
In the case of the EGD plan, with the assistance of investment consultant Russell 
Investments, the plan asset mix was extensively reviewed culminating in the Enbridge 
Inc. Pension Committee approving a shift in asset mix in May 2007.  This change 
reduced exposure to equities and reduced portfolio risk at a time when the pension plan 
had a significant surplus.  This action helped protect the plan’s funded status when 
equity markets collapsed in 2008.  The Company continues to review and monitor plan 
performance on an ongoing basis. 
 
The response of each Canadian pension manager to the crisis would have been tailored 
to the specific circumstances of the plan under their management, thus EGD is not in a 
position to comment on this. 
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BOARD STAFF INTERROGATORY #11 
 
 
INTERROGATORY 
 
ISSUE 10 – Z FACTOR - PENSION FUNDING  
 
Ref: Ex. B /Tab 3/ Sch 1/  
 
Paragraph 25 speaks about the plan’s funding requirement of $18.9 million. Please 
comment on whether it is typical practice in the Canadian pension plan industry that 
when a plan is in a deficit position, its members’ contributions are adjusted upwards to 
fully account for the shortfall. What is the role of the corporation overseeing the pension 
fund when a plan is in a deficit position and requires additional funding? Does the 
corporation typically contribute to the funding shortfall? 
 
 
RESPONSE 
 
The vast majority of private sector pension plans in Canada do not require additional 
employee contributions to fund plan deficits arising for reasons such as poor financial 
performance.  The EGD plan is no different, in that, it is a non-contributory plan and 
does not require employee (or member) contributions even when the plan is in a deficit. 
 
When a private sector pension plan is in a deficit position, cash contributions are 
required to fund the deficit in accordance with applicable provincial pension legislation.  
For private sector pension plans, such contributions are generally made by the plan 
sponsor. 
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BOARD STAFF INTERROGATORY #12 
 
 
INTERROGATORY 
 
ISSUE 10 – Z FACTOR - PENSION FUNDING  
 
Ref: Ex. B /Tab 3/ Sch 1/  
 
If available, please provide the 2007, 2008 and 2009 performance statistics for 
Canadian pension plans. 
 
 
RESPONSE 
 
The EGD RPP had a wind-up ratio of 120.6% and 90.9% as at December 31, 2007 and 
December 31, 2008, respectively.  These wind-up ratios place the plan comfortably in 
the top quartile of funded plans in Canada.  As can be seen in the chart below, 
approximately 11% of plans had a ratio higher than 120% at December 31, 2007 and 
13% of plans had a ratio higher than 90% at December 31, 2008.  This demonstrates 
that despite the economic turmoil in the past year, the EGD plan continues to be well 
funded relative to its peers. 
 
The data for 2009 is not yet available to EGD. 
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BOARD STAFF INTERROGATORY #13 
 
 
INTERROGATORY 
 
ISSUE 11 – Z FACTOR CROSSBORES  
 
Ref: Ex. B /Tab 3/ Sch 2/  
 
Paragraph 4 states that trenchless technologies at Enbridge have been in use since 
1970. It also indicates that such technologies are known to crossbore sewer lines. 
Given this history, is there any reason that Enbridge would not have been aware of the 
risks well before the 5 year IRM rate settlement was established? In other words, has 
the crossbore risk been known to Enbridge for some time preceding the IRM 
agreement? Has Enbridge ever established a budget to manage the crossbore risk? 
 
 
RESPONSE 
 
Enbridge was aware of the possibility of a crossbore occurring in its franchise territory 
prior to the IRM period, however, the Company never established a budget to manage 
the crossbore risk prior to the IR period.  As explained at Exhibit B, Tab 3, Schedule 2, it 
is only in the past couple of years that the magnitude of the issue, and the need to take 
immediate steps to address it, has become apparent.   
 
The first time that Enbridge established any budget to specifically address crossbore 
issues was in 2008.  The proposed budget for 2010, as presented in Exhibit B, Tab 3, 
Schedule 2, reflects the increased attention and activity related to the customer 
communication and safety initiatives which has caused the forecast of costs related to 
crossbore issues to pierce the Z-factor threshold.   
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BOARD STAFF INTERROGATORY #14 
 
 
INTERROGATORY 
 
ISSUE 15 – OTHER ISSUES – TAX RATE AND RULE CHANGES  
 
Ref: Ex. C /Tab 1/ Sch 4/  
 
What is the impact of the government’s proposed Harmonized Sales Tax on the 
budgeted 2010 utility earnings? 
 
 
RESPONSE 
 
EGD does not currently track sales tax separately within its actual or budgeted 
financials.  EGD is currently in the process of analyzing various requirements and 
impacts of the proposed Harmonized Sales Tax, including the costs to the Company 
from required system and other related changes and estimating what, if any, impact 
there might be to earnings.  Please see the response to BOMA Interrogatory #10 at 
Exhibit I, Tab 3, Schedule 10 for a further discussion of the potential impact of the 
proposed HST.  
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BOARD STAFF INTERROGATORY #15 
 
 
INTERROGATORY 
 
ISSUE 16 – SERVICE QUALITY REPORTING  
 
Ref: Ex. C /Tab 1/ Sch 5/  
 
Please file the benchmarks and the results of all the SQRs relating to 2007 and 2008. If 
available, please include the preliminary estimates for 2009. 
 
 
RESPONSE 
 
The benchmarks and the results listed in the table below address the following Service 
Quality Requirements: 
 
S.2.1.9.A.1 Call Answering Service Level (CASL); 
S.2.1.9.A.2 Abandon Rate (AR); 
S.2.1.9.C.1 Meter Reading Performance Measurement (MRPM); 
S.2.1.9.D.1 Appointments Met Within the Designated Time Period (AMWDTP); 
S.2.1.9.D.2 Time to Reschedule Missed Appointment (TRMA); 
S.2.1.9.E.1 Percentage of Emergency Calls Responded Within One Hour (ECRWOH); 
S.2.1.9.F.1 Number of Days to Provide a Written Response (NDPAWR); and  
S.2.1.9.G.1 Number of Days to Reconnect a Customer (NDTRAC). 
 

Witnesses: T. Ferguson 
 K. Lakatos-Hayward 
 B. Visnjevac 
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Year 2007 2008 2009
CASL Target 75.0% 75.0% 75.0%
CASL Actual 77.2% 76.0% 74.1%
AR Target 10.0% 10.0% 10.0%
AR Actual 3.6% 3.7% 7.2%
MRPM Target 0.5% 0.5% 0.5%
MRPM Actual 0.57% 0.69% 0.47%
AMTWDTP Target 85% 85% 85%
AMTWDTP Actual 89.40% 93.70% 97.40%
TRMA Target 100% 100% 100%
TRMA Actual 57.70% 62.80% 97%
ECRWOH Target 90% 90% 90%
ECRWOH  Actual 91.40% 94.20% 96.30%
NDPAWR Target 80% 80% 80%
NDPAWR Actual 100% 100% 100%
NDTRAC Target 85% 85% 85%
NDTRAC Actual 98% 97.70% 95.50%  

 
 
In addition, the Company also confirms that it continues to maintain a Quality Assurance 
Program as per the Service Quality Requirement for Billing Performance Audits 
(S.2.1.9.B.1).  This Quality Assurance Program validates billing charges when large 
variances in customer's consumption appear.  Please refer to Appendix 1 and 2 for the 
results of the program for 2007 and 2008 respectively.  2009 results will be filed with the 
Board in April 2010. 
 
The results for 2009 are preliminary as of February 1, 2009.  The final results are going 
to be filed with the Board in April 2010. 
 
As the table shows, actual performance for most metrics exceeds the target.   
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APPRO INTERROGATORY #1 
 
 
INTERROGATORY 
 
Exhibit B, Tab 3, Schedule 1. Enbridge has requested that a Y factor be established in 
the amount of $18.9 million related to the company's pension plan. At paragraph 12, 
Enbridge notes that this is made up of an estimate from Mercer of $17.1 million to cover 
the plan deficit (as at December 3 1, 2009), plus a further $1.8 million that is required to 
be paid into the Pension Benefits Guarantee Fund (PBGF). At paragraph 14, Enbridge 
notes that the most recent update from Mercer is that the contributions to cover the 
plan's deficit could drop to $1.5 million and the premium related to the PBGF is now 
$1.5 million. 
 

a. Please provide a copy of the Mercer report showing the calculations for the plan 
deficit as of December 3, 2008, as well as the update. 

b. Does Enbridge have a more recent estimate of the projected pension deficit as of 
December 31, 2009 from Mercer, if so please file the report and the estimate 

c. Enbridge notes in paragraph 12 that the PBGF is $1.8 million, but that payment 
has been reduced to $1.5 million in paragraph 14. Please reconcile these 
differences and provide a calculation that illustrates the $1.5 million liability 

d. Please provide a copy of the appropriate sections of the Act, Regulations or other 
documents that support the liability of the $1.5 million in PBGF funding and the 
calculation referenced in c. above. 

e. Please provide similar information that supports the requirement to fund the 
deficit. 

f. Please explain why the company is asking for a Z factor to fund a deficit amount 
based on the estimate prepared as of December 31, 2008 that is substantially 
higher than a more recent estimate, especially in light of the rebound of the 
financial markets in 2009? 

 
 
RESPONSE 
 
a) Please find attached a copy of the 2008 valuation report from Mercer.  It is 

important to note the comments on page 3 that this valuation was not filed with the 
Financial Services Commission of Ontario, is for management information only.  It is 
part of Enbridge’s governance process to have actuarial valuations done each year, 
even though they may not be filed each year. 
 

Witnesses: J. Haberbusch 
 N. Kishinchandani 
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b) The Company does not have a more recent estimate of the projected pension 

deficit, as at December 31, 2009.  This is expected to be available no earlier than 
April 2010. 

 
c) The 2010 PBGF premium of $1.8m is based on the December 31, 2008 valuation, 

factoring in the service cost and interest cost for 2009, for an estimated wind-up 
deficiency of approximately $88 million at the end of 2009.  This calculation does 
not factor in any actual experience in 2009.  On the other hand, the $1.5m is based 
on Mercer’s best estimate of asset and liability values using August 31, 2009 data.  
These calculations reflect a wind-up deficiency of $75.5 million.  The PGBF 
premium is 2% of such wind-up deficiency, an amount of $1.5 million. 

 
d) Ontario Pension Benefits Regulations Section 37, Subsections (4) and (5) 
 

(4) Except for a plan to which subsection (6) applies, the amount of the annual 
assessment shall be equal to the lesser of, (O. Reg. 413/07, s. 4(1).)  
 

(a) the sum of,  
 

(i) the lesser of,  
 

(A) the sum of $1 for each person who is an Ontario plan beneficiary at the end 
of the plan fiscal year immediately preceding the assessment date plus the amount 
calculated under subsection (5), or 
 

(B) $100 multiplied by the number of persons who were Ontario plan 
beneficiaries at the end of the plan fiscal year immediately preceding the assessment 
date, and 
 

(ii) zero, or, if an election under subsection 5(18) is in effect on the assessment 
date, 2 per cent of the amount by which, (A) the additional liability that would result if, on 
the valuation date of the last report filed or submitted on or before the assessment date 
under any of section 3, section 4, subsection 5.3(1) or section 14 for the plan, all plant 
closure benefits and permanent layoff benefits under the plan were payable for those 
members in Ontario who, on that date, met the age and service requirements for such 
benefits, exceeds, (B) the amount, if any, by which the amount determined under clause 
(b) in the definition of PBGF assessment base exceeds the PBGF liabilities, both 
determined as of the valuation date referred to in subclause (A); and 
 

(b) $4,000,000. 
 
(5) The amount referred to in sub-subclause (4)(a)(i)(A) shall be the sum of,  
 

(a) 0.5 per cent of any portion of the PBGF assessment base that is less than 10 
per cent of the PBGF liabilities; 
 

Witnesses: J. Haberbusch 
 N. Kishinchandani 
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(b) 1 per cent of any portion of the PBGF assessment base that is 10 per cent or 
more but less than 20 per cent of the PBGF liabilities; and 
 

(c) 1.5 per cent of any portion of the PBGF assessment base that is 20 per cent 
or more of the PBGF liabilities. 

 
e) Ontario Pension Benefits Regulations Section 5, Subsection (1) 
 

(1) Except as otherwise provided in this section and in sections 4, 5.1 and 7, the special 
payments required to be made after the initial valuation date under clause 4(2)(c) shall be 
not less than the sum of,  
 

(a) any special payments remaining to be paid with respect to any initial 
unfunded liability or experience deficiency within the meaning of Regulation 746 of 
Revised Regulations of Ontario, 1980 as it read on the 31st day of December, 1987, after 
reducing the sum of the initial unfunded liability and experience deficiency by the amount 
of any unused actuarial gains existing on the 31st day of December, 1987; 
 

(b) with respect to any going concern unfunded liability not covered by clause (a), 
the special payments required to liquidate the liability, with interest at the going concern 
valuation interest rate, by equal monthly instalments over a period of fifteen years 
beginning on the valuation date of the report in which the going concern unfunded liability 
was determined; 
 

(c) with respect to each solvency deficiency redetermined under subsection (3), 
the special payments required to liquidate the redetermined solvency deficiency, with 
interest at the rates used in calculating the solvency liabilities in the first report filed or 
submitted under section 3, 4 or 14 with a valuation date after the Regulation date, by 
equal monthly instalments over the period beginning on the valuation date of the report in 
which the solvency deficiency was determined and ending on the 31st day of December, 
2002; 
 

(d) with respect to each solvency deficiency arising before the Regulation date 
that is not redetermined under subsection (3), the special payments required to liquidate 
the solvency deficiency, with interest at the rates described in subsection (2), by equal 
monthly instalments over the period beginning on the valuation date of the report in which 
the solvency deficiency was determined and ending on the 31st day of December, 2002 
or an earlier date; and 
 

(e) with respect to any solvency deficiency arising on or after the Regulation 
date, the special payments required to liquidate the solvency deficiency, with interest at 
the rates described in subsection (2), by equal monthly instalments over the period 
beginning on the valuation date of the report in which the solvency deficiency was 
determined and ending on the 31st day of December, 2002, or five years, whichever is 
longer. 

 
 

Witnesses: J. Haberbusch 
 N. Kishinchandani 
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Witnesses: J. Haberbusch 
 N. Kishinchandani 

f) Only a formal year-end valuation can form the basis for determination of 
contributions.  Interim estimates provide guidance, but do not qualify to form the 
basis for determination of such contributions.  The Company acknowledges that the 
performance of financial markets in 2009 will likely result in the final contribution 
requirement being at the lower end of the contribution range of $3.0 million and 
$18.9 million noted in the evidence, however a final determination can only be made 
once the valuation report at December 31, 2009 becomes available in April 2010. 
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Witness: K. Culbert 

APPRO INTERROGATORY #2 
 
 
INTERROGATORY 
 
Exhibit C Tab 1 Schedule 4, Updated 2010-01-22; refers to Bill 218 which introduced 
certain tax changes by the Ontario Government. The income and capital tax changes 
effects have been reflected in the updated evidence as provided for in the Settlement 
Agreement. Bill 218 also deals with harmonization of the provincial sales tax with the 
federal goods and services tax effective July 1, 2010. It is understood that those goods 
and services purchased by the company for the period after July 1, 2010, that had 
previously attracted a provincial sales tax, will receive an input tax credit under the HST 
rules. 

a. Please identify the expected magnitude of the provincial sales tax portion of the 
HST related to the goods and services that will be purchased after July 1, 2010. 

b. Please explain why Enbridge has not also reduced the revenue requirement by 
50% of the input tax credit that will be received for the provincial sales tax 
portion of the HST as provided for in the Settlement Agreement. 

 
 
RESPONSE 
 
Please see the responses to Board Staff Interrogatory #14 at Exhibit I, Tab 1, 
Schedule 14, BOMA Interrogatory #10 at Exhibit I, Tab 3, Schedule 10 and SEC 
Interrogatory #9 at Exhibit I, Tab 6, Schedule 9.   
 
EGD has not reflected any impact of a change in a PST/HST related element within the 
2010 revenue requirement.  The reason is that in order to quantify the impact of the 
change it would be necessary to compare the entire impact of the change in a detailed 
fashion to the former Provincial Sales Tax related impacts which were inherent within 
2007 base rates used within the EGD IR methodology.  Please refer to the response to 
BOMA Interrogatory #10 filed at Exhibit I, Tab 3, Schedule 10.  
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Witnesses: K. Culbert 
 T. Ladanyi 
  

BOMA INTERROGATORY #1 
 
 
INTERROGATORY 
 
Ref: Ex. B, Tab 1, Sch. 2, Appendix A 
 
a) What would be the impact on the gross return component of 9.36% shown in page 3 
of Appendix A if the corporate income tax rate of 31% was used in the calculation? 
 
b) What is the impact on the carrying cost requirement of $36,740.4 shown in page 1 of 
Appendix A if the gross return component using a corporate tax rate of 31% was used 
for 2010? 
 
c) Please explain why ratepayers are not entitled to the reduction in the carrying cost 
requirement calculated above. 
 
 
RESPONSE 
 
The carrying cost on gas in storage for 2010 continues to use the 2007 Board Approved 
gross return component of 9.36% just as was used for the 2008 and 2009 Board 
Approved carrying cost of gas in storage.   
  
Each of the approved QRAM applications throughout 2008, 2009, and 2010 indicated 
the continued use of the 2007 Board Approved gross return component where 
increases and decreases in carrying costs relative to forecast changes in natural gas 
prices were determined using the 2007 Approved gross return. 
 
As was indicated within each of the QRAM applications, the 2007 Board Approved 
gross return calculation continues to be used for 2008 to 2012 as the impacts of 
forecast tax rate changes for these years and any variances from forecast tax rate 
changes are handled in compliance with the Board Approved 2008 Incentive Regulation 
– Settlement Proposal, Appendix D.   
 
Changes in tax rates are handled within the Tax Rate and Rule Change Variance 
Account agreement (“TRRCVA”).   
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BOMA INTERROGATORY #2 
 
 
INTERROGATORY 
 
Ref: Ex. B, Tab 1, Sch. 4, Table 2 
 
a) Please add a column to Table 2 to show the 2008 Board approved budget in the 
same level of detail as shown in the table. 
 
b) Please provide, in the same level of detail as shown in Table 2, the actual customer 
additions for 2007 and the corresponding Board approved forecast additions from the 
2007 rates proceeding. 
 
c) Please provide, in the same level of detail as shown in Table 2, the actual 2009 (or if 
unavailable, the estimate based on the most recent year-to-date) customer additions. 
 
d) What would be the impact on the revenue requirement and the proposed rate 
increase if the 2010 forecast of customer additions was reduced by 10% across all 
sectors? 
 
 
RESPONSE 
 
a) Please see Table 2 on the following page. 
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 S. Murray 

Col. 1 Col. 2 Col. 3 Col. 4 Col. 5

Sector 2008 Actual
2009 Board 
Approved 
Budget

2010 Forecast
2008 Board 
Approved 
Budget

Residential 
New Construction 30,300 31,739 22,616 33,897
Replacement 7,742 6,548 7,174 7,092
Total 38,042 38,287 29,790 40,989

Apartment
New Construction 22 41 19 43
Replacement 6 7 7 17
Total 28 48 26 60

Commercial
New Construction 2,019 1,955 1,665 2,381
Replacement 957 941 888 1,086
Total 2,976 2,896 2,553 3,467

Industrial
New Construction 5 8 7 13
Replacement 1 2 3 5
Total 6 10 10 18

Total Customer Additions 41,052 41,241 32,379 44,534

Table 2
Customer Additions with 2008 Board Approved Budget
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b)  

Col. 1 Col. 2 Col. 3

Sector 2007 Actual
2007 Board 
Approved 
Budget

Residential 
New Construction 32,900 35,098
Replacement 7,008 8,518
Total 39,908 43,616

Apartment
New Construction 5 42
Replacement 5 16
Total 10 58

Commercial
New Construction 1,943 1,599
Replacement 1,050 932
Total 2,993 2,531

Industrial
New Construction 6 16
Replacement 3 7
Total 9 23

Total Customer Additions 42,920 46,228

2007 Customer Additions Summary

 
 
 

Witnesses: J. Denomy 
 S. Murray 
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c)  

Col. 1 Col. 2

Sector 2009 Actual

Residential 
New Construction 23,110
Replacement 6,385
Total 29,495

Apartment
New Construction 66
Replacement 2
Total 68

Commercial
New Construction 1,899
Replacement 621
Total 2,520

Industrial
New Construction 5
Replacement 1
Total 6

Total Customer Additions 32,089

2009 Customer Addition Actuals

 
 
 
d) See Exhibit I, Tab 5, Schedule 1, CME Interrogatory #1(b). 
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BOMA INTERROGATORY #3 
 
 
INTERROGATORY 
 
Ref: Ex. B, Tab 1, Sch. 5, page 1 
 
a) Please explain what is meant by the statement that “The 2010 forecast of gas 
volumes incorporates calendar 2008 actual billing consumption”.  Does this mean that 
the regression analysis uses actual data through to the end of calendar 2008? 
 
b) Have the 2008 actual and 2009 bridge year estimates of volumes been normalized 
based on the number of degrees days used in the 2008 and 2009 Board approved 
budgets?  If not, please revise Table 1 to provide the 2008 actual and 2009 bridge year 
estimate based on the number of degree days used in the approved budgets for each of 
2008 and 2009. 
 
 
RESPONSE 
 
a) The statement that 2010 forecast of gas volumes incorporates calendar 2008 actual 

billing consumption means that 2008 full year actual volumes were incorporated as 
inputs to both General Service (i.e., regression models) and Large Volume budgets. 

 
b) Consistent with previous filings, the 2008 actual represents actual billing data based 

on 2008 actual billing or meter reading heating degree days.  Similarly, both the 
2009 Bridge Year Estimate and 2009 Board Approved Budget volumes were based 
on the 2009 Board Approved Budget degree days.  Table 1 illustrates the recasted 
2008 Actual volumes after weather normalization adjustments have been made to 
the 2008 Actuals utilizing the 2008 Board Approved Budget degree days as stated in 
EB-2009-0055, Exhibit B, Tab 3, Schedule 2, page 2, Column 4.  

Witnesses: I. Chan 
 T. Ladanyi 
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Table 1 
Summary of Gas Sales and Transportation 

Volumes and Customers – Year 2008  
(Volumes in 106m3) 

 
 

2008 Board 
Approved 

Budget

2008
Actual

 
2008 

Normalized 
Actual 

 

General Service Volumes 8 288.0 8 806.0 8 369.7 

Contract Volumes 3 555.2 3 101.5 3 099.6 

Total Volumes, Gas Sales 
and Transportation 

11 643.2 11 907.5 11 469.3 

Customers, Gas Sales 
and Transportation 
(Average) 

1 864 047 1 865 020 1 865 020 
 

  

/c 

 
 
 
 
 
 
 
  

Witnesses: I. Chan 
 T. Ladanyi 
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BOMA INTERROGATORY #4 
 
 
INTERROGATORY 
 
Ref: Ex. B, Tab 1, Sch. 5 
 
a) How many months of actual consumption are included in the 2009 bridge year 
estimate? 
 
b) Please update tables 1 and 2 & figures 1 and 2 to show the 2009 bridge year 
estimate based on the most recent year-to-date actual information available. 
 
c) Have all of the years shown in figures 1 and 2 been normalized to the same number 
of degree days?  If yes, have they been normalized to the 2010 forecast of degree 
days?  If not, please explain what they have been normalized to. 
 
 
RESPONSE 
 
a) As stated in Exhibit B, Tab 1, Schedule 5, page 25, the 2009 Bridge Year Estimate 

for contract market customers has incorporated three months of 2009 actual 
information.  As average use regression models are on an annualized basis, the 
regression models forecast includes 2008 actual billing consumption information up 
to and including December 2008 (p. 7 of Exhibit B, Tab 1, Schedule 5).  Page 1 of 
Exhibit B, Tab 1, Schedule 5, Appendix B illustrates that the 2009 Bridge Year 
Estimate customer additions have incorporated four months actual.  Overall, both 
2009 Bridge Year Estimate and 2010 Budget represent the forecasts that integrate 
all the actual experience and the best known information at the time of the 
development of the budget. 

 
b) The following two pages present updated Tables 1 and 2 as well as Figures 1 and 2 

with 2009 Actual information.  The increase in volumes between 2009 Actual and 
2009 Board Approved Budget as illustrated in Table 1 was primarily attributable to 
the favourable degree day variances.  On a weather-normalized basis, the 2009 
Actual volumes of 11 025.1 106m3 were 374.7 106m3 or 3.3% below 2009 Board 
Approved of 11 399.8 106m3 as presented in the response to Board Staff 
Interrogatory #2 at Exhibit I, Tab 1, Schedule 2, Table 2.  The decrease on a 
normalized basis is primarily due to unfavourable general service customer growth 
and average use as well as contract market customers’ plant closures and 
production shutdown. 

Witnesses: I. Chan 
 T. Ladanyi 
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A one-month service delay of one power generation customer caused a slight 
reduction in contract demand volumes between 2009 Actual and Budget in Table 2 
below.  

 

2007 
Board 

Approved 
Budget

2007 
Actual

2008 
Board 

Approved 
Budget

2008 
Actual

2009 
Budget

2009 
Actual

2010 
Budget

Total Contract Demand Volumes 14.6 12.5 38.1 40.0 74.2 73.3 82.6

Summary of Unbundled Customers Contract Demand Volumes
(Volumes in 106m3)

Table 2

 
 
c) Consistent with previous filings, both Figures 1 and 2 have been normalized to the 

current Test Year Budget degree days, i.e., 2010 forecast of degree days. 

Witnesses: I. Chan 
 T. Ladanyi 
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Figure 1 

Residential Normalized Average Use (m3)
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Figure 2 
Rate 6 Normalized Average Use (m3)
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Witnesses: I. Chan 
 K. Culbert 
 A. Kacicnik 
 T. Ladanyi 
 D. Small 

BOMA INTERROGATORY #5 
 
 
INTERROGATORY 
 
Ref: Ex. B, Tab 1, Sch. 2, page 1 & Ex. B, Tab 2, Sch. 1, Appendix A, page 1 
 
Please reconcile the 2009 figures related to the power generation projects of $3.2 
shown at line 7 of Exhibit B, Tab 1, Schedule 2, page 1 and the figure of $3,088.8 
(different units) in the 2009 column of Exhibit B, Tab 2, Schedule 1, Appendix A, page 1.  
Is the difference due only to rounding?  If not, what is the difference between these 
figures related to? 
 
 
RESPONSE 
 
The $3.2 million, shown at Line 7 of Exhibit B, Tab 1, Schedule 2, page 1, was the 2009 
forecast revenue requirement amount using information available at the time of the 
2009 application, filed on September 26, 2008 (see EB-2008-0219, Exhibit B, Tab 1, 
Schedule 6, Appendix A, page 1).   
 
The 3,088.8 ($000’s) revenue requirement shown in Exhibit B, Tab 2, Schedule 1, 
Appendix A, pages 1 and 5, was updated to reflect the Company's latest forecast 
information for the 2009 calendar year.   
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 T. Ladanyi 

BOMA INTERROGATORY #6 
 
 
INTERROGATORY 
 
Ref: Ex. B, Tab 2, Sch. 1, Appendix A 
 
Please provide a capital cost continuity schedule showing the derivation of the CCA 
amounts show on page 4 of Appendix A for 2008, 2009 and 2010. 
 
 
RESPONSE 
 
The following CCA continuity schedule contains the calculation of CCA amounts 
(Column 8) included in Exhibit B, Tab 2, Schedule 1, Appendix A, updated 2010-01-22. 
 
 

Col. 1 Col. 2 Col. 3 Col. 4 Col. 5 Col. 6 Col. 7 Col. 8 Col. 9

Current year
Opening C.C.A. C.C.A. Total Ending

C.C.A. U.C.C. Current year with 1/2 year on opening Eligible Eligible
Year Class Balances additions1 Rate Rule balances C.C.A. U.C.C.

($000's) ($000's) ($000's) ($000's) ($000's) ($000's)

2008 51 -              14,432.2     6.00% 433.0          -              433.0          13,999.2     
2009 51 13,999.2     6,470.0       6.00% 194.1          840.0          1,034.1       19,435.1     
2010 51 19,435.1     475.0          6.00% 14.3            1,166.1       1,180.4       18,729.7     

Note 1:  Additions for CCA purposes does not include IDC which is handled through the regulatory capital structure.

POWER GENERATION PROJECTS
CAPITAL COST ALLOWANCE CONTINUITY SCHEDULE
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Witnesses: A. Mandyam 
 P. Squires 
 M. Suarez 

BOMA INTERROGATORY #7 
 
 
INTERROGATORY 
 
Ref: Ex. B, Tab 2, Sch. 2 
 
To which rate classes will EGD allocate the $1.25 million related to the proposed 
industrial support pilot program?  How will EGD ensure that this increase in the revenue 
requirement is not allocated to other rate classes as part of the revenue per customer 
cap mechanism? 
 
 
RESPONSE 
 
The $1.25 million related to the industrial support program has been assigned through 
direct allocation to rate classes as shown in the table below.  Only rate classes 
identified in the allocation have been assigned their portion of the $1.25 million. 

 
 
 
The same information was provided in an interrogatory response to BOMA in  
EB-2009-0154 (Exhibit I, Tab 2, Schedule 4) and is replicated on the following page. 
 

 

 
 

Industrial Sector 
Gas Rate  Pilot Program 

1  0% 
6  0% 

100  0% 
110  18% 
115  36% 
135  2% 
145  5% 
170  39% 

Grand Total  100% 
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Witnesses: A. Mandyam 
 P. Squires 
 M. Suarez 

BOMA INTERROGATORY #4 
 
 
INTERROGATORY 
 
Ref: Exhibit B, Tab 4, Schedule 1 
 
a) How will EGD recover the $1.25 million budget proposed for 2010 pilot 
 program proposal? 
 
b) From which rate class/classes will these costs be recovered? 
 
 
RESPONSE 
 
a) Enbridge will recover the $1.25 million budget proposed for the 2010 pilot program   
       from rates as a component of the Company DSM program. 
 
b) The costs will be recovered as indicated in the table below. 
 
 

Gas Rate 
 

Industrial Sector 
Pilot Program 

 
1 0%
6 0%

100 0%
110 18%
115 36%
135 2%
145 5%
170 39%

Grand Total 100%
 

Applicable customers in these rate classes will have access to the pilot program.  
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BOMA INTERROGATORY #8 
 
 
INTERROGATORY 
 
Ref: Ex. B, Tab 3, Sch. 1, paragraph 29 
 
a) Please explain why EGD is still requesting a Z factor adjustment of $18.9 million, 
based on the 2008 Mercer report, when the most recent estimate provided by Mercer is 
a total cost of $3.0 million.   
 
b) Based on the most recent information available (i.e. beyond August 31, 2009), what 
is the current estimate from Mercer of the total cost to EGD? 
 
 
RESPONSE 
 
a) Only a formal year-end valuation can form the basis of determination of 

contributions.  Interim estimates provide guidance, but do not qualify to form the 
basis of determination of such contributions.  The Company acknowledges that the 
performance of financial markets in 2009 will likely result in the final contribution 
requirement being in the lower end of the contribution range of $3.0 million and 
$18.9 million noted in the evidence, however a final determination can only be made 
once the valuation report at December 31, 2009 becomes available.  

 
b) The Company does not have a more recent estimate of the projected pension 

deficit, as at December 31, 2009.  This is expected to be available no earlier than 
April, 2010. 

 

Witnesses: J. Haberbusch 
 N. Kishinchandani 
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A. Kacicnik 
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BOMA INTERROGATORY #9 
 
 
INTERROGATORY 
 
Ref: Ex. B, Tab 4, Sch. 1, Table 1 & Ex. A, Tab 2, Sch. 1 
 
Please reconcile the T-service rate impacts shown in Table 1 that range from 0.6% to 
1.70% with the 5.0% figures included in paragraph 10 of Exhibit A, Tab 2, Schedule 1. 
 
 
RESPONSE 
 
Exhibit A, Tab 2, Schedule 1 is the Application which Enbridge filed with the Ontario 
Energy Board (the Board) on September 2, 2009 and amended on September 14, 2009. 
The Application indicated an average increase in rates of approximately 5% or less for 
all customer classes on a T-service basis. 
 
The filing of the Application enabled the Board to issue a Notice of Application (“NOA”) 
and Enbridge to publish the NOA in local newspapers.  This initiated the required public 
notice period.  The indicated rate increase was derived in a conservative manner and 
was based on a set of assumptions. 
 
As per its Incentive Regulation Settlement Agreement, the Company filed evidence on 
October 1, 2009 supporting the 2010 Rate Adjustment Application. The Company 
updated its evidence on January 22, 2010. 
 
An example of an assumption that changed from September 2, 2009, when the 
Application was submitted, to October 1, 2009, when the evidence was filed is demand 
side management funding for low income energy consumers. The Company had 
considered a greater level of such spending in 2010 based on the recommendations of 
the working groups that formed part of the Board’s low-income consultation process.  
After the Application was submitted, the Ontario Energy Board, as the result of 
instructions from the Minister of Energy and Infrastructure, directed utilities to refrain 
from introducing any new low-income programs pending the development of a province-
wide program. As a result of this direction, Enbridge did not propose an increased level 
of low income spending as part of its 2010 Rate Adjustment. 
 
Based on the updated evidence from January 22, 2010 average rate impacts are 
approximately 1.7% or less for all customer classes on a T-service basis. 
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BOMA INTERROGATORY #10 
 
 
INTERROGATORY 
 
Ref: Ex. C, Tab 1, Sch. 4 
 
The provincial government will convert the Ontario Retail Sales Tax (RST) to a value-
added tax structure and combine it with the federal Goods and Services Tax (GST) to 
create a single harmonized sales tax (HST).  This change will take place July 1, 2010. 
 
Does EGD intend to calculate the impact of this change at the end of 2010 and bring 
forward any balance for disposal at that time as part of the sharing of tax change 
savings? 
 
 
RESPONSE 
 
As indicated in response to Board Staff Interrogatory #14 at Exhibit I, Tab 1, 
Schedule 14 and SEC Interrogatory #9 at Exhibit I, Tab 6, Schedule 9, EGD does not 
currently track Provincial sales tax separately within its actual or budgeted financials. 
 
While EGD is in the process of analyzing the potential impacts of the sales tax change 
in terms of costs and or possible earnings impacts, the Company notes that there are 
many elements and issues to consider within such analysis.  While attempting to create 
an estimate of the impact of the change is possible, the reality is that there may be no 
reasonable means of determining all impacts of the change with a high degree of 
certainty. 
 
In order to quantify the impact of the PST/HST change, it would be necessary to 
compare the full HST impact of the change in a detailed fashion to the former Provincial 
Sales Tax (“PST”) impacts that were inherent within 2007 base rates.   
 
PST related amounts and their impacts within rate base (gross and net), accounting 
income, and taxable income which had an impact within the established base for any 
Tax Rule and Rate Change comparative results and any comparison going forward 
cannot be derived as PST is not recorded separately by EGD either within budgeted or 
actual financials. 
 
However, as requested in this interrogatory, Enbridge intends to analyze and determine 
an estimate of the impact of the change and bring forward the results, for review in 
conjunction with its 2011 IR rate application.  

Witness: K. Culbert 
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CCC INTERROGATORY #1 
 
 
INTERROGATORY 
 
(B/T1/S4/p. 1) Please indicate to what extent, if any the methodology for determining 
the customer additions forecast for 2010 differs from that used to develop the 2009 
forecast.  To the extent there are any changes, please explain why those changes were 
made. 
 
 
RESPONSE 
 
No, the methodology for determining the 2010 customer additions forecast did not differ 
from the methodology used to determine 2009 customer additions. 
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CCC INTERROGATORY #2 
 
 
INTERROGATORY 
 
(B/T1/S4/p. 1) Please explain when the forecast of customer additions was prepared.  
Did housing starts decline as expected in 2009?  If not, please explain why the forecast 
of customer additions for 2010 remains appropriate. 
 
 
RESPONSE 
 
The forecast of 2010 customer additions was prepared during August 2009. 
 
Franchise area housing starts in 2009 did decline, as expected, but were below the 
estimate in Exhibit B, Tab 1, Schedule 4, Table 1, Column 7.   
 
Housing starts is one factor considered when developing the customer additions 
forecast along with a number of other economic indicators.  Please see Exhibit I, Tab 7, 
Schedule 2, VECC Interrogatory #2(c).  Economic inputs along with feedback from 
builders and regional operations form the basis for a bottom up forecast of expected 
customer additions.   
 
The Company believes the 2010 forecast of customer additions remains appropriate. 
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CCC INTERROGATORY #3 
 
 
INTERROGATORY 
 
(B/T1/S4/p. 7)  Has EGD prepared an updated forecast of customer additions for 2010 
relative to that provided on Table 2?   If so, please provide. 
 
 
RESPONSE 
 
At this time, the Company does not have an updated forecast of customer additions for 
2010 relative to Table 2 of Exhibit B, Tab 1, Schedule 4.  The Company feels that this 
forecast remains appropriate as explained in Exhibit I, Tab 4, Schedule 3, CCC 
Interrogatory #2. 
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Witnesses: I. Chan 
 T. Ladanyi 

CCC INTERROGATORY #4 
 
 
INTERROGATORY 
 
(B/T1/S5/p. 11)  Please explain, in detail, how the 13.7 106m3  adjustment for DSM 
initiatives was derived. 
 
 
RESPONSE 
 
Table 1 below explains the impact of incremental DSM initiatives on changes in 
residential customer consumption between the 2010 Budget and 2009 Estimate.  
 
Column 1 indicates the 2010 budget’s forecast of incremental DSM volumes of  
13.7 106m3 that have been developed using the Company’s DSM Initiatives reported in 
Columns 2 to 5.  
 
In a manner consistent with previous filings (e.g. EB-2008-0219, Exhibit I, Tab 7, 
Schedule 6, part d, etc.), the difference between the Bridge Year Estimate’s fully 
effective (Column 2) and partially effective DSM targets (Column 3) is added to the 
2010 Test Year’s partially effective DSM target (Column 5) resulting in the expected 
incremental DSM volume savings forecast for 2010, as reported in Column 1 of Table 1.  
 
The DSM volume forecast indicated in Column 1 has been calculated in a manner 
consistent with the actual billing consumption pattern.  The reason for developing a 
partially effective annual impact is that not all 2010 DSM program participants will join 
the program commencing January 1, 2010; as a result the DSM program results  
corresponding to 12-months of volume savings will not be fully effective (i.e., reflected) 
in Year 2010’s billing data. 
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Table 1
Impact of DSM Initiatives on Changes in Residential Customer Consumption

Between 2010 Budget and 2009 Bridge Year Estimate (106m3)

Col. 1 Col. 2 Col. 3 Col. 4 Col. 5

=Col. 2-
Col. 

3+Col. 5

Company's 
DSM Initiative

Company's 
DSM Initiative

Company's 
DSM Initiative

Company's 
DSM Initiative

Sector 2010 
Budget

2009 Fully 
Effective DSM 

Target*

2009 Partially 
Effective DSM 

Target

2010 Fully 
Effective DSM 

Target*

2010 Partially 
Effective DSM 

Target

Residential - Rate 1 (13.7) (15.1) (8.2) (12.5) (6.8)

*These fully effective DSM target volumes represent 75% of the total TRC target  
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Witnesses: J. Haberbusch 
 N. Kishinchandani 

CCC INTERROGATORY #5 
 
 
INTERROGATORY 
 
(B/T3/S1/p. 2)  Please explain how the estimated annual benefit to ratepayers related to 
pension costs was derived.  Please include all assumptions.  Why is this a “benefit” to 
ratepayers. 
 
 
RESPONSE 
 
The benefit arises in the form of cost avoidance, rather than by way of a direct credit to 
revenue requirement.  Absent the surplus that was maintained by the plan, the minimum 
contribution requirement would have been the annual service cost, which would have 
averaged approximately $13 million for the years 2004 to 2008 and would have been 
included in the revenue requirement. 
 
Please also refer to the response to Board Staff Interrogatory #6 at Exhibit I, Tab 1, 
Schedule 6.  
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CCC INTERROGATORY #6 
 
 
INTERROGATORY 
 
(B/T3/S1, p. 6)  The evidence states that the “meltdown” in financial markets over the 
past year was broad based and impacted virtually all segments of the economy.  In 
addition, the evidence states that these events were clearly beyond the control of and 
could not have been reasonable foreseen by EGD’s management.  How does EGD 
differentiate between ongoing changes that occur in the economy and the recent 
downturn?  When economic conditions are better than expected at the time of a rate 
application, and load subsequently increases as a result, why shouldn’t EGD’s 
ratepayers get the benefit of all of that increased revenue?   
 
 
RESPONSE 
 
The basis of differentiation between ongoing changes in the economy and the recent 
downturn lies in the magnitude of decline in financial markets that was experienced 
recently and that was unprecedented for decades. 
 
The impact of load factor on revenue operates in accordance with the terms of the 
incentive regulation formula.  It is not a cost, is not intended to operate as a Z-factor and 
thus is not comparable with the manner of treatment of pension costs. 
 
The benefit to ratepayers during a period of fund surplus is explained in CCC 
Interrogatory #5, filed at Exhibit I, Tab 4, Schedule 5. 
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Witnesses: J. Haberbusch 
 N. Kishinchandani 

CCC INTERROGATORY #7 
 
 
INTERROGATORY 
 
(B/T3/S1)  Please indicate when the most recent Mercer valuation will be completed. 
 
 
RESPONSE 
 
The Mercer valuation as at December 31, 2009 is not expected to be available any 
earlier than April, 2010. 
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Witnesses: J. Haberbusch 
 N. Kishinchandani 

CCC INTERROGATORY #8 
 
 
INTERROGATORY 
 
(B/T3/S1/p. 6)  Given the statement that the Company’s contribution requirements 
during 2010 may be significantly less than those which would have been required under 
the December 31, 2008 valuation, please provide evidence to demonstrate that EGD 
has met the materiality threshold as set out in the IRM plan. 
 
 
RESPONSE 
 
The materiality threshold cannot be determined until after the December 31, 2009 
valuation becomes available in April 2010. 
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Witnesses: C. Clark 
 L. Lawler 

CCC INTERROGATORY #9 
 
 
INTERROGATORY 
 
(B/T3/S2)  Please indicate to what extent EGD’s “Sewer Lateral Initiative” is being 
mandated by legislative or regulatory requirements.  Please explain why these activities 
are not within the context of EGD’s normal business requirements. 
 
 
RESPONSE 
 
There are no current legislative or regulatory requirements that mandate that Enbridge 
undertake its sewer lateral initiative.  That does not, however, take away from the fact 
that it is necessary for Enbridge to take proactive steps to address crossbore issues and 
reduce the chances of any serious incidents.  The Technical Standards and Safety 
Authority (“TSSA”) is supportive of the Company’s efforts to implement a plan to 
address the crossbore risk.   
 
These activities and their associated costs are prudent and reasonable.  The activities 
and costs are not part of “Enbridge’s normal business requirements”.  The sewer lateral 
initiative is comprised of new activities that were not forecast at the time that the IR 
settlement was reached.  The activities are not “normal” in that they are not related to 
the ordinary operations of the Company, but instead are extraordinary activities to 
address emerging safety concerns.    
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Witnesses: J. Denomy 
 M. Lister 

CCC INTERROGATORY #10 
 
 
INTERROGATORY 
 
Please explain what relief EGD is seeking from in the panel with respect to the cost of 
capital.  Please explain, how, if at all, EGD sees the Board’s most recent cost of capital 
report impacting this application. 
 
 
RESPONSE 
 
The Company recently responded to a letter sent to the Board by counsel for the 
Industrial Gas Users Association in connection with this matter.  EGD’s response letter 
is attached for reference.  At this time, the matter is still pending comment from the 
Board.  The attached letter sets out EGD’s position regarding consideration of cost of 
capital (specifically, return on equity for the purposes of earnings sharing calculations) 
by the panel in this case.       
 
     
 
 



 

Fred Cass 
Direct: 416-865-7742 

E-mail:fcass@airdberlis.com 

 
 
January 29, 2010 
 
 
Kirsten Walli, Board Secretary 
Ontario Energy Board  
P.O. Box 2319, 26th Floor 
2300 Yonge Street 
Toronto, Ontario 
M4P 1E4 
 
 
Dear Ms. Walli: 

 
Re: 

 
Enbridge Gas Distribution Inc. – 2010 Rate Adjustment 
EB-2009-0172 

 

We have received a copy of the letter dated January 27, 2010 that was sent to the 
Board by counsel for the Industrial Gas Users Association in connection with this 
matter.  In that letter, IGUA questions whether the Return on Equity to be used for 
the purposes of a 2010 earnings sharing calculation should be determined in 
accordance with the Board’s recent decision in EB-2009-0084. 

During the EB-2009-0084 proceeding (in other words, at a time when the outcome 
of the proceeding was not known) Enbridge was clear and consistent in stating 
that, given the provisions of the EB-2007-0615 Settlement Agreement, the 
outcome of the proceeding would apply to the earnings sharing calculation.  This 
was stated during the EB-2009-0084 proceeding both in Enbridge’s Written 
Comments filed on September 9, 2009  and in Enbridge’s Final Written Comments 
filed on October 26, 2009.  At no time before the outcome of the EB-2009-0084 
proceeding was known did any party take issue with Enbridge’s statements in this 
regard. 

On January 22, 2010, Enbridge updated its 2010 Rate Adjustment evidence to 
reflect the EB-2009-0084 decision.  In doing so, Enbridge repeated the statement 
made in its EB-2009-0084 Final Written Comments that the Board-approved ROE 
would be effective for the purposes of the earnings sharing calculation.  Enbridge 
also reiterated that it does not seek to reopen the EB-2007-0615 Settlement 
Agreement as a result of the EB-2009-0084 decision - the use of the recently 
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approved ROE methodology for the purposes of the earnings sharing calculation is 
based on the wording of the Settlement Agreement as it stands. 

Enbridge was not aware that any issue would be taken with the update to its 
evidence that repeated comments made in the EB-2009-0084 proceeding.  
However, in its January 27th letter, IGUA indicated that it does not accept that the 
EB-2007-0615 Settlement Agreement provides for earnings sharing calculations 
based on the current Board-approved mechanism. 

IGUA submits that Enbridge should seek to add to the Issues List for the 2010 
Rate Adjustment an issue about the appropriate ROE to be used for the purposes 
of the earnings sharing calculation.  No other party has taken this position.  All the 
same, though, Enbridge agrees with IGUA’s view that any issue about the 
appropriate ROE to be used for the earnings sharing calculation should not be 
deferred for consideration in the context of the next earnings sharing 
determination.  In addition to IGUA’s point about the need for certainty, Enbridge 
observes that section 11.1 of the EB-2007-0615 Settlement Agreement allows only 
an abbreviated time-line for consideration of the earnings sharing calculation:  the 
calculation is to be filed as soon as is reasonably possible after year-end financial 
results have been made public, with a view to clearance of the Earnings Sharing 
Mechanism Deferral Account no later than the time of the July 1st Quarterly Rate 
Adjustment. 

In short, given that IGUA has raised an issue about the appropriate ROE to be 
used for the 2010 earnings sharing calculation, it seems that the issue should be 
added to the Issues List for this proceeding.  Enbridge submits that the point can 
be addressed by adding the following under the heading “Other Issues” in the 
Final Issues List: 

What is the appropriate ROE to be used in the 2010 
earnings sharing calculation? 

The date set out in Procedural Order No. 3 for interrogatories on Enbridge’s pre-
filed evidence has already passed.  If there are further interrogatories by reason of 
the addition of the above issue to the Issues List, Enbridge proposes that such 
questions be provided by February 5th and that answers be given before or at the 
Technical Conference scheduled for February 11th and 12th. 
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If you have any questions in this regard, please do not hesitate to contact us. 

Yours truly, 
 
AIRD & BERLIS LLP 
 
 
 
 
Fred D. Cass 
 
FDC/ 
 
c.c. N. Ryckman/R. Bourke 
 All intervenors in EB-2009-0172 
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CME INTERROGATORY #1 
 
 
INTERROGATORY 
 
Issue 4 – Customer Additions 
 
Reference: Exhibit B, Tab 1, Sch. 2, page 1 of 9, column 3, line 17 
 Exhibit B, Tab 1, Sch. 4, page 1 
 Exhibit B, Tab 1, Sch. 5, page 8 
 Exhibit B, Tab 1, Sch. 5, Appendix B, page 1 
 
The company is forecasting 32,379 Customer Additions for 2010. The information at 
Exhibit B, Tab 1, Schedule 5, Appendix A, page 8, indicates estimated average 
additions for 2009 over 2008 of almost 36,000 customers. The 4 month actual/10 month 
forecast amount at Exhibit B, Tab 1, Schedule 5, page 1 is 33,268 Customer Additions. 
Please provide the following information: 
 

(a) Now that the 2009 year is over, what is the actual number of Customer 
Additions for 2009 over 2008? 
 

(b) Please provide the 2010 distribution revenue requirement impact and rate 
impacts of a finding that there will be about 36,000 Customer Additions in 
2010. 

 
 
RESPONSE 
 
a) Please refer to the response to Undertaking TCU-1.2, which references the updated 

responses to BOMA Interrogatories #2 (c) and #4 (b) at Exhibit I, Tab 3, 
Schedules 2 and 4, respectively. 
 

b) The Company is proposing a 2010 distribution revenue requirement of  
$1,003.3 million based on a customer addition forecast of 32,379.  Based on a 
customer addition forecast of 36,000, the 2010 distribution revenue requirement 
would increase by approximately $0.7 million to $1,004.0.  This increase in revenue 
requirement of $0.7 million would have a negligible effect on the rate impacts for all 
customer classes compared to those proposed at Exhibit B, Tab 4, Schedule 1, 
page 3. 

 

Witnesses: I. Chan K. Culbert 
 J. Denomy A Kacicnik 
 T. Ladanyi S. Murray 
 D. Small 
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CME INTERROGATORY #2 
 
 
INTERROGATORY 
 
Issue 5 – Gas Volume Budget 
 
Reference: Exhibit B, Tab 1, Sch. 5, page 1 
 Exhibit B, Tab 1, Sch. 5, Appendix A, pages 9 to 14 
 
The contract volume budget for 2010 of 2008.6 106m3 is below the 2009 bridge year 
estimate of 2118.4 106m3 and well below the 2008 actual contract volumes of 
3101.5 106m3.  Please provide the following information: 
 

(a) Please show the impact on contract rates of an increase in the contract 
volume budget for 2010 of 500 106m3. 

 
 
RESPONSE 
 
Table 1 below presents the requested approximate average rate impacts of an increase 
in the contract volume budget for 2010 of 500 106m3.  The rate class breakdown of 
500 106m3 is assumed to be consistent with the current profile of 2010 contract volume 
budget.   
 
Please note that the assumed addition of 500 106m3 in contract volumes is significant 
and not reflective of past results or current marketplace environment.  For example, 
500 106m3 in additional volume is roughly equal to the total annual consumption of 
Rate 110 customers (239 customers and 563 106m3 annual volume) or Rate 115 
customers (42 customers and 426 106m3 annual volume).     
 
Further, due to time limitations the Company assumed: a) the additional volume is 
added to the system without the addition of new customers, b) no impact on the 
proposed distribution revenue requirement, and c) negligible impact from the additional 
volume on the gas cost to operations budget. 
 
The resulting approximate average rate impacts by rate class are as follows:  
 
 
 

Witnesses:  I. Chan 
 J. Collier 
 A. Kacicnik 
 T. Ladanyi 
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Witnesses:  I. Chan 
 J. Collier 
 A. Kacicnik 
 T. Ladanyi 

Rate Class T-Service Rate Impact

1 1.6%
6 1.1%
9 1.0%

100 0.4%
110 0.4%
115 0.3%
135 0.5%
145 0.6%
170 0.4%
200 0.3%

Delivery Rate Impact

125 0.9%
300 0.9%

 Table 1: 2010 Proposed Average Rate Impacts

 
 
For comparison, the proposed average rate impacts resulting from the Company’s 
application (as updated) are set out at Exhibit B, Tab 4, Schedule 1, page 3.  
 
Also please note that: 
 
i) the major reason for the decrease in the contract market volumes between 2009 

Bridge Year Estimate and 2008 Actual on a weather-normalized basis is customer 
migration from contract rates to Rate 6 and to unbundled rates.  The detailed 
comparison of 2009 Bridge Year Estimate and 2008 Actual volumes are provided at 
Exhibit B, Tab 1, Schedule 5, pages 32 to 35; and 
 

ii) the weather normalized actual contract market volumes have been under the Board 
Approved Budget by more than 100 106m3 each year from 2005 to 2008 as shown 
at Exhibit B, Tab 1, Schedule 5, Appendix A, page 25. 
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CME INTERROGATORY #3 
 
 
INTERROGATORY 
 
Issue 6 – Y Factor – Power Generation Projects 
 
Reference: Exhibit B, Tab 1, Sch. 2, page 1, column 3, lines 7 and 22 
 Exhibit B, Tab 2, Sch. 1, pages 1 and 2  
 
The evidence indicates that the Portlands Energy Centre and the Thorold Cogen 
continue to impose a subsidy burden on ratepayers and that the burden is increasing 
from $3.2M in 2009 to $3.6M in 2010. Please provide the following information: 
 

(a) The economic feasibility calculations that EGD used at the outset of each 
of the projects over the time horizon then considered appropriate that 
indicate the year in which each of these facilities was originally expected 
to generate sufficient revenues to cover EGD's allowed returns; 

 
(b) Please provide current estimates of the year in which each of these 

facilities will likely cease to be a subsidy burden on ratepayers and provide 
returns equal to or in excess of EGD's currently allowed returns. 

 
The evidence refers to 2 new Power Generation-related pipeline projects, namely, the 
York Energy Centre and the Greenfield South Pipeline Projects. Please provide the 
following information: 
 

(c) The economic feasibility analyses used to show the extent to which each 
of these projects is likely to be a subsidy burden on ratepayers in future 
years and the year in which each of these projects are expected to 
commence generating sufficient revenues to cover EGD's allowed returns. 
 

(d) What contribution in aid, if any, does EGD expect to recover with respect 
to each of these projects? 

 
 
 

Witnesses: K. Culbert 
 A. Kacicnik 
 S. Murray 
  



 
 Filed:  2010-02-09 
 EB-2009-0172 
 Exhibit I 
 Tab 5 
 Schedule 3 
 Page 2 of 3 
 Plus Attachments 
 
RESPONSE 
 
a) and b)   The feasibility analysis for the Portlands Energy Centre yielded a Profitability 

Index (PI) = 1.0 after a contribution in aid of construction.  The feasibility analysis 
for Thorold Cogen yielded a Profitability Index (PI) = 1.0.  Both projects satisfied 
feasibility criteria in accordance with the Board’s approved procedures as 
established in EBO 188: Natural Gas System Expansion, Report of the Board. 
 
The feasibility analyses for the two projects were filed as part of Leave to Construct 
(“LTC”) Applications.  They are appended to this interrogatory response together 
with the Board’s Decision and Order for each application. 
 
It is important to highlight that the Y-factor for power generation projects derives 
the annual revenue requirement (i.e. costs) to be recovered in 2010 for these 
projects. The application of the IRM escalation formula together with Y and Z factor 
revenue requirement amounts determines the total level of 2010 revenue 
requirement as shown at Exhibit B, Tab 1, Schedule 2, page 1, Column 3.  
Subsequently, through the rate design process, which adheres to the Board 
approved principles and conventions, rates and revenues are set to recover the 
total 2010 revenue requirement.      
 
As discussed in the balance of this response, there is no subsidy burden on other 
rates or ratepayers given that the annual revenues through Rate 125 demand 
charges for the Portlands Energy Centre and Thorold Cogen are sufficient to 
recover the Y-factor annual revenue requirement for these two projects. 
 
The 2010 Y-factor revenue requirement, inclusive of allowed returns, for Portlands 
and Thorold power generation projects equals $3.6 million as shown at Exhibit B, 
Tab 1, Schedule 2, page 1, Row 22, Column 3. 
 
The level of revenue through Rate 125 demand charges that the Company 
proposes to recover in 2010 from the Portlands Energy Centre and Thorold Cogen 
equals approximately $3.9 million, which is greater than the 2010 Y-factor annual 
revenue requirement by approximately $0.3 million.   
 
The $3.9 million revenue from the two projects above is part of the $7.4 million in 
revenue the Company proposes to recover from four Rate 125 customers in 2010 
as shown at Exhibit B, Tab 4, Schedule 5, page 1, Item 7, Column 4. 
 
 

Witnesses: K. Culbert 
 A. Kacicnik 
 S. Murray 
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Witnesses: K. Culbert 
 A. Kacicnik 
 S. Murray 
  

The $7.4 million in Rate 125 revenues is part of the $2,456.8 million in total 
revenue the Company proposes to recover in 2010 as shown at Exhibit B, Tab 4, 
Schedule 5, page 1, Item 16, Column 4. 
 
The total 2010 revenue of $2,456.8 million equals the total 2010 revenue 
requirement of $2,456.8 million shown at Exhibit B, Tab 1, Schedule 2, page 1, 
Row 30, Column 3. 
 
The derivation of Y-factor revenue requirement for power generation projects and 
the recovery of the same through rates are fully compliant with the Company’s 
Incentive Regulation (IR) Settlement Agreement in EB-2007-0615. 

 
c) and d)     Please note that proposed completion dates for the York Energy Centre and 

the Greenfield South projects are in 2011.  Hence, they are not part of the 2010  
Y-factor revenue requirement for power generation projects.  The Company is not 
requesting any approvals for these two projects as part of the 2010 Rate 
Adjustment Application. 
 
An LTC Application for the York Energy Centre is presently in front of the Board.  
The projects economic feasibility evidence is filed at Exhibit E and can be found, 
along with all of the evidence in that proceeding, in the Board’s webdrawer under 
docket EB-2009-0187. 
 
An LTC Application for the Greenfield South project is yet to be filed. 



 
Ontario Energy  
Board  
 

 
Commission de l’Énergie 
de l’Ontario 
 

 

 

 
EB-2006-0305 

 
 

IN THE MATTER OF the Ontario Energy Board Act 1998, 
S.O.1998, c.15; 
 
 
AND IN THE MATTER OF an Application by Enbridge Gas 
Distribution Inc. for an Order pursuant to Section 90(1) of the 
Ontario Energy Board Act, 1998, granting leave to construct natural 
gas pipelines in the City of Toronto. 
 
BEFORE: Gordon Kaiser 
  Vice Chair and Presiding Member 
 
  Paul Vlahos 
  Member 
 
  Ken Quesnelle 
  Member 
 

 
DECISION AND ORDER 

 
Enbridge Gas Distribution Inc. (“Enbridge”) filed an application with the Ontario Energy 
Board on December 7, 2006, under section 90 of the Ontario Energy Board Act, 1998, 
S.O. 1998, c.15, Schedule B, for an Order for Leave to Construct natural gas pipelines 
for the purpose of supplying gas to the already approved Portlands Energy Centre 
generating station (“Portlands”) in the City of Toronto. Construction is scheduled to start 
in the summer of 2007, with a planned in-service date of February 2008. 
 
For the reasons set out below, the Board finds the construction of the proposed 
pipelines to be in the public interest and grants the Leave to Construct on the terms and 
conditions set out in this Decision. 
 

   

Filed:  2010-02-09 
EB-2009-0172 
Exhibit I 
Tab 5 
Schedule 3 
Attachment 1 
Page 1 of 21



Ontario Energy Board - 2 -

The Proposed Pipelines 
 
The project involves the construction of two sections of pipeline. The north section 
consists of approximately 6.5 kilometres of pipeline parallel to a portion of Enbridge’s 
existing Don Valley Line.  The south section consists of approximately 2.9 kilometres of 
pipeline that would interconnect the Don Valley Line at Enbridge’s station B regulator 
station and end at Portlands.  
 

The north section route is located primarily on land in the former Hydro One corridor 

currently owned by Enbridge (north of Sheppard Avenue to the north limit of Highway 

401) and the Hydro One corridor presently owned by the Ontario Realty Corporation 

(“ORC”) (from the south limit of Highway 401 to Eglinton Avenue). The majority of the 

south section is on land located on road allowances with the exception of certain 

locations owned by the City of Toronto Economic Development Corporation, the 

Toronto Port Authority and Ontario Power Generation Inc. 

 
Maps showing the location of the two proposed pipelines are attached as Appendix “A”. 
 
The Parties 
 
Three parties requested and were granted Intervenor status: Portlands Energy Centre, 
Toronto Economic Development Corporation (“TEDCO”) and Union Gas Limited 
(“Union”).  A late Intervenor status was granted to Mr. Paul Beatty, a resident of 
Scarborough, whose residence bordered to the eastern boundary of the northern 
section of the pipeline project.  Mr. Beatty opposed the proposed location of the 
pipeline. The other Intervenors generally supported the project although TEDCO had 
concerns with certain aspects of the form of easement agreement. Both these matters 
are dealt with later in this Decision. 
 
The Board granted Observer status to the City of Toronto (“the City”), Mr. John Butler 
and Mr. David Elder, both local residents. The City requested undertakings from 
Enbridge with respect to the type of drawings to be provided.  That request will be dealt 
with later in this Decision. 
 
 Board Staff Counsel made written submissions on the legal test to be applied in 
Applications for Leave to Construct under sections 90 and 91 of the Act, which were 
circulated to the Applicant and all Intervenors.  Board Staff Counsel also submitted 
proposed conditions of approval.   
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The Board also received a letter of comment from Mr. Peter Tabuns, MPP for Toronto-
Danforth and Mr. Jack Layton, MP for Toronto-Danforth and the Toronto Energy 
Coalition (“TEC”) and a letter of comment from Ms. Christine Becker, an affected 
resident.  TEC requested that the Board deny the Application based upon the emissions 
that would be created by the generating facility.  Ms. Becker commented on the public 
consultation and notification and on the proposed location of the pipeline. 
 
The Public Interest Test 
 
This is an Application under section 90 of the Ontario Energy Board Act seeking a 
Leave to Construct Order with respect to two natural gas pipeline projects.  Section 96 
of the Act provides that the Board shall make an Order granting leave if the Board finds 
that “the construction, expansion or reinforcement of the proposed work is in the public 
interest”. When determining whether a project is in the public interest, the Board 
typically examines the need for the project, the economics of the project, the 
environmental impact and the impact on land owners. Each of these factors will be 
considered in turn.  
 
The Need for the Project 
 
Portlands is in the process of constructing a new 550 Megawatt high-efficiency natural 
gas fired generation plant and has signed a 20 year Accelerated Clean Energy Supply 
agreement with the Ontario Power Authority. The anticipated construction cost is $730 
million with an initial in-service date of June 1, 2008. When fully complete, the Portlands 
facility will be capable of providing 25% of Central Toronto’s electricity needs (Ex. A, Tab 

3, Schedule 4, p. 2 of 4). 
 
Enbridge and Portlands have entered into a 20 year gas delivery agreement (Ex. A, Tab 

3, Schedule 5) based upon the Board approved Rate 1251. The hourly contract demand is 
116 079 m 3 and the daily demand for the Portlands is 2 785 885 m 3. In addition, the 
customer requires a minimum pressure of 200 psi or 1379 kPa in order to operate its 
facility. The Gas Delivery Agreement requires Enbridge to deliver gas to Portlands on 
February 1, 2008 (Ex. A, Tab 3, Schedule 5, p. 56 of 58).  
 

                                                 
1 Enbridge Gas Distribution Inc., Decision with Reasons, EB-2005-0001, (February 9, 2006) 
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Enbridge’s existing high pressure distribution system is supplied by the TransCanada 
Pipelines (“TCPL”) system at the Victoria Square Gate Station. In 1971, a NPS 30 
pipeline (the “Don Valley Line”) was constructed from Victoria Square Gate Station to 
Enbridge’s Station B located on Eastern Avenue (Ex. A, Tab 3, Schedule 2). 
 
The Don Valley Line requires reinforcement, or looping to provide adequate pressure at 
Station B to meet Portlands’ needs. In addition, the existing distribution system 
downstream of Station B does not have the ability to meet Portlands’ requirements. 
Enbridge embarked on a process of developing a project that would meet the needs of 
Portlands in an environmentally acceptable and cost-effective manner. 
 
The North Section: The maximum operating pressure of the Don Valley Line is 450 psi 
(3100 kPa). Station B has a minimum inlet pressure of 225 psi (1550 kPa). The 
minimum inlet pressure is required for the station to have the capability to supply natural 
gas in sufficient quantities and at sufficient pressures to the downstream distribution 
pipeline system. Without the Portlands load, the existing Don Valley Line is able to 
provide the required minimum inlet pressure at Station B with a Victoria Square Gate 
Station outlet pressure of 405 psi (2709 kPa) under Enbridge’s system design 
conditions. 
 
Enbridge examined the impact on pressures if the Portlands load is added and no 
reinforcement was undertaken. With an outlet pressure of 450 psi (3100 kPa) at Victoria 
Square Gate Station (the maximum operating pressure of the Don Valley Line) the 
pressure at Station B inlet pressure drops to 210 psi (1445 kPa) with the addition of the 
Portlands load. Unless reinforcement of the Don Valley Line was to occur, the Portlands 
load would remove any existing flexibility in the distribution system and the inlet 
pressure would be unacceptably low at Station B. As such, it was necessary for 
Enbridge to consider various alternatives to deliver gas in the required quantity and at 
the required pressure to Station B. Enbridge determined that the proposed North 
Section was the optimal choice.  
 
After considering alternatives, Enbridge chose the North Section as the preferred 
alternative because the Environmental Assessment Reports identified the North Section 
as the preferred route.  It also meets the contractual demands of Portlands and 
maintains the operational characteristics of the distribution system. In addition, it does 
not conflict with possible future use of the Hydro One corridor. It is lower in cost and it 
can meet the required timeline. 
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The South Section:  Enbridge’s current high pressure distribution system includes a 
NPS 24 pipeline approximately 3 500 m in length from Station B to the now abandoned 
R.L. Hearn Generating Station that was installed in 1971. This existing pipeline network 
downstream of Station B is not adequate to meet the requirements of Portlands as it 
currently operates with a maximum pressure of 125 psi (860 kPa). Portlands’ minimum 
required delivery pressure is 200 psi (1378 kPa). Enbridge considered pressure 
elevating the existing piping infrastructure. The evidence (Ex. C, Tab 1, Schedule 1, pp. 4 - 6) 
described several issues with the pressure elevation option. In the end, the option to 
pressure elevate was not acceptable to Enbridge. 
 
The evidence clearly supports a finding that there is a need for both north and south 
pipeline projects.  The existing pipelines do not have the capacity to support Portlands’ 
requirements. The need for new generation to meet the growing electricity requirements 
of Toronto is serious and well recognized. 
 
The Proposed Routing  
 
The routing of the northern section of pipeline was contested by Paul Beatty, a resident 
of the area.  The proposed route as indicated in Appendix “A” is in a Hydro One 
transmission corridor.  The current pipe is on the western side of the transmission 
corridor and Mr. Beatty argues that the new pipe should be in the east side of the 
corridor.   
 
The Enbridge response was that Hydro One was not prepared to route the pipeline on 
the eastern side of the right-of-way because they wished to preserve that space for 
future development. Accordingly, locating the new pipe on the eastern portion of the 
Hydro One right-of-way was not something that was investigated further. 
 
Mr. Beatty also argued that the proposed location was too close to properties on the 
western perimeter of the corridor.  He noted that when the Board approved the original 
pipeline in 1971, it imposed a condition that the pipe be no closer than 35 feet to the 
property line.  
 
With respect to the 35 ft. buffer that the Board mandated in 19712 Enbridge noted that 
the Technical Standards Safety Authority (“TSSA”) does not provide any 
recommendation for set back on pipelines operating at less than 40% Specified 
Minimum Yield Strength (“SMYS”) and therefore permits development up to edge of the 

                                                 
2  The Consumers’ Gas Company,  Order Granting Leave to Construct, EBLO 142, (April 8, 1971) 
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pipeline right-of-way3.  Accordingly, the proposed route which was reviewed as part of 
the Ontario Pipeline Coordinating Committee (“OPCC”) process was endorsed by the 
TSSA: 
 

“We have reviewed the documentation related to the EB-2006-0305 
Application received from Enbridge Consumers Gas and found that the 
design specifications for the pipeline meet or exceed the requirements of 
the Ontario Regulation on Oil and Gas Pipeline Systems. (O.Reg. 210/01). 
We also agree with the route selected, as it appears as the best 
alternative for the pipeline installation.” (Ex. J.1, p.  22 of 99). 

 
The Board appreciates the submissions made by Mr. Beatty, and the time spent 
compiling the materials that he shared with the Board.  While the Board notes the 
concerns expressed by Mr. Beatty, the Board is satisfied that the evidence establishes 
that the route selected was the best alternative for the location of the northern section of 
the pipeline.   
 
No intervernor objected to the location of the southern section of the pipeline.  The 
Board is satisfied that the evidence establishes that the route selected was the best 
alternative for the location of the southern section of the pipeline.   
 
Environmental Assessment 
 
Both the North and South Pipeline Projects meet all the environmental assessment 
requirements. Enbridge was required to conduct a Category B Environmental 
Assessment pursuant to the Class Environmental Assessment Act for Management 
Board Secretariat and the Ontario Realty Corporation Act (April, 2004) because of the 
need to requirement an easement from the ORC.   
 
Enbridge retained Dillon Consulting Ltd (“Dillon”) and Stantec Consulting Ltd. 
(“Stantec”) to undertake an environmental and socio-economic impact assessment to 
select preferred routes for north and south sections respectively. The assessment was 
carried out in accordance with the Board’s Environmental Guidelines for the Location, 
Construction and Operation of Hydrocarbon Pipelines and Facilities in Ontario (May 
2003) (the “Board’s Environmental Guidelines”). The results of the assessment are 
documented in “Toronto Portlands System Reinforcement Project: South Section”, 
Stantec Consulting Ltd., December 2006 (“Stantec Report”) (Ex. B, Tab 2, Schedule 4) and 
in “Updating Study-Environmental and Socio-economic Impact Assessment, Toronto 

                                                 
 
3  PI-98/01 "Guidelines for Locating New Oil and Gas Pipeline Facilities”, August 19, 1998. 
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Portlands System Reinforcement Pipeline: North End”, Dillon Consulting Ltd., 
November 2006 (“Dillon Report”) (Ex. B, Tab 2, Schedule 3).  
 
Both the Stantec Report and the Dillon Report were reviewed by the OPCC. 
 
Regarding the north section Mr. Guiseppe Muraca, the Environmental Consultant from 
Dillon, stated that the proposed route was environmentally acceptable and the 
environmental assessment was complete and it accords with the Board’s Environmental 
Guidelines.  Enbridge indicated that it was committed to implementing the mitigation 
recommended by Dillon. 
 
With respect to the routing of the south section of the pipeline, Enbridge engaged an 
independent consultant, Stantec with extensive experience to develop the preferred 
route.  Stantec undertook this work in compliance with the Board’s Environmental 
Guidelines. As part of this process, Stantec undertook extensive consultation with 
government agencies and the public.  Three public meetings were held to inform the 
public of the project and solicit input.  Details of public consultation program may be 
found at section 4.0 of the Environmental Report prepared by Stantec.  The Stantec 
Report indicates that nine pipeline segments were considered and in the end the route 
indicated in Appendix “A” was chosen because it was located in an existing roadway, 
minimized disruptions to socio-economic features and had public support.  Mr. David 
Wesenger the Environmental Consultant from Stantec confirmed that the proposed 
route was an environmentally acceptable alternative using the proposed mitigation 
techniques included in the Stantec Report and rigid construction practice.  Enbridge 
indicated that it was committed to implementing the mitigation measures in the Stantec 
Report. 
 
Economics of the Project 
 
Enbridge originally estimated that the project cost was $41.7 million but later advised 
that the cost had increased by $6.8 million due to an increase in the cost of acquiring 
land rights from the Ontario Realty Corporation and Hydro One.  However, Enbridge 
advised that the economic feasibility of the project would not be impacted negatively 
because the increased costs would be added to the contribution in aid of construction 
made by Portlands. 
 
The economic feasibility of the Project was determined in accordance with the Board’s 
approved procedures as established in EBO 188 and the Board’s approval in EB-2005-
0001. The economic analysis indicated that a contribution in aid of construction is 
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required from Portlands in order for the net present value (“NPV“) to equal zero or the 
profitability index (“PI”) to equal one.  A PI of 1.0 indicates that the Project is economic 
for Enbridge. 
 
In order to ensure that the Project remains economic regardless of increases in cost, 
Enbridge has negotiated with Portlands a term in the Gas Delivery Agreement that 
provides that the “contribution in aid of construction will be re-calculated at the end of 
the Project based upon the actual cost of construction”. Enbridge confirmed that the 
contribution in aid of construction will be re-calculated or increased to ensure that a PI 
of 1.0 is maintained. Accordingly, other ratepayers are not at risk and there is no 
concern with cross-subsidization.  Put differently other ratepayers are not at risk for any 
costs overruns associated with this Project given the automatic adjustment clause that 
is found in the Gas Delivery Agreement (Ex. A, Tab 3, Schedule 5, p. 39 of 58, section (f)).  
 
It is also important to note that the revenue stream from Portlands is not subject to 
variability because of variability in gas consumption by Portlands. The revenues to be 
earned by Enbridge are based on contract demand volumes, not actual consumption. 
This ensures Portlands’ predicted revenues going forward and recovery over the 20 
year horizon. 
 
Enbridge has also secured financial assurances from Portlands in the form of 
guarantees from the parents of Portlands, that ensure that Enbridge is protected 
through to the conclusion of the Gas Delivery Agreement. In its argument, Enbridge filed 
a letter from Portlands responding to issues raised by the Board during a hearing. The 
letter confirmed the allocation of risk and Portlands’ commitment to the Project. 
 
Land Issues and Form of Easement 
 
TEDCO is an Intervenor in this proceeding and participated in the oral hearing.  
Enbridge requires an easement from TEDCO with respect to three sections of land. Two 
sections are located immediately north and south of the shipping channel where 
Enbridge will be using a horizontal directional drill to cross underneath the shipping 
channel. The remaining easement required by Enbridge is within the Portlands 
generating facility where Enbridge currently has an existing distribution pipeline. 
 
Section 97 of the OEB Act provides that a leave to construct will not be granted until the 
Applicant has satisfied the Board that it has offered or will offer to each owner of land 
affected by the approved route or location an agreement in a form approved by the 
Board.  
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TEDCO asked the Board to modify the form of agreement proposed by Enbridge with 
respect to two clauses. First, TEDCO took issue with the environmental cause, (clause 
7) in the Standard Form Agreement whereby the landowner represents and warrants 
that the lands do not contain hazardous substance. Enbridge responded that the Board 
should not be concerned about the specific terms of the form of easement at this point 
stating that the form was simply “a starting point” in the negotiations.  
 
Enbridge submits that it is not the Board’s role in a leave to construct proceedings to 
intervene in the negotiations between the Applicant and the landowners. In the event 
that the parties are unable to negotiate an agreement, then alternatives are considered 
which may include different routes or even expropriation. The OEB Act provides a 
mechanism to resolve such disputes through an expropriation proceeding. That 
mechanism provides for compensation under the Expropriation Act by the Ontario 
Municipal Board (“OMB”) and not the OEB. Accordingly, Enbridge argues that the 
legislation limits this Board’s role to the determination of whether expropriation of land is 
required, not to determine whether the amount of compensation is appropriate.  
Enbridge also points out that the form of easement being proposed in this proceeding 
was the form approved by the Board in Scarborough System Reinforcement Application 
EB-2006-00664 as well as the Goreway Station Application in EB-2005-05395. 
 
With respect to the environmental clause, Enbridge says that the Transferor is in the 
best position to know the environmental condition of the property in question. 
Accordingly, to the extent that representation is false, the Transferor should be 
responsible for the removal of hazardous substances. With respect to the indemnity, 
Enbridge says that the landowner is free to negotiate additional terms with Enbridge and  
the absence of such clause in the proposed Agreement in no way prohibits TEDCO 
from negotiating such a clause. 
 
Section 97 of the Ontario Energy Board Act reads: 
 

“In an application under section 90, 91 or 92, leave to construct shall not 
be granted until the applicant satisfies the Board that it has offered or will 
offer to each owner of land affected by the approved route or location an 
agreement in a form approved by the Board.” 

 

                                                 
4  Enbridge Gas Distribution Inc., Decision and Order, EB-2006-0066, (November 30, 2006)  
 
5     Enbridge Gas Distribution Inc., Decision and Order, EB-2005-0539, (July 10, 2006)  
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In the course of cross-examination, Enbridge testified that: 
 

• The form of easement agreement filed by Enbridge is offered to all 
landowners (Transcript Vol. 1, p.92); 

• The standard form agreement filed by Enbridge is generally the same 
agreement that the utility files with the Board on every leave to construct 
application (Transcript Vol. 1, p. 96); 

• The agreement is considered a ‘benchmark’ and is in all respects open to 
negotiation between the parties (Transcript Vol. 1, p. 97); 

• In most cases changes are made as a result of negotiations (Transcript Vol. 

1, pp. 98-99); 
• The agreement filed by Enbridge does not contain an indemnification 

paragraph (Transcript Vol. 1, pp. 102-103); 
• The agreement filed by Enbridge contains paragraphs which permit 

Enbridge to select the route and obtain an indemnity from the landowner 
for the removal of any hazardous substances found on the land (Transcript 
Vol. 1, pp. 99-100). 

 
When considering the standard form agreement to be offered to affected landowners, 
the Board considers the agreement anew and in the context of the application in which it 
has been filed. The Board approves a standard form agreement which represents the 
initial offering to the affected landowner. Once the Board is satisfied with the standard 
form agreement, and in this case the Board is satisfied with the form as filed by 
Enbridge, the parties are free to negotiate whatever terms they believe to be necessary 
to protect their specific interests. The Board does not become involved in the detailed 
negotiation of the clauses in the agreements between one landowner and the Applicant.  
It is also accepted that a review by this Board under Section 97 does not extend to the 
amount of compensation or the structure of compensation arrangements.6

 
At the time of the hearing Enbridge had not finalized any of the landowner easement 
agreements but remained optimistic that they would be concluded well in advance of the 
planned construction start on July 1, 2007.  The only possible exception was Studios of 
America.  Enbridge advised the Board that the Board would be updated on the status of 
all easement agreements. 
 

                                                 
6   Union Gas Limited , Decision and Order, EB-2005-0550, (June 12, 2006) 
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The Emissions Issue 
 
The Board received a letter of public comment on February 7, 2007 from Mr. Peter 
Tabuns, (MPP Toronto-Danforth), Mr. Jack Layton, (MP Toronto-Danforth) and the 
Toronto Energy Coalition (“TEC”). TEC requested the Board to deny this Application 
based upon the potential environmental impacts of the Portlands generating facility. 
Enbridge asked the Board to disregard these comments because “a [belief] that the 
construction operation of a plant will result in emissions has nothing to do with the 
pipeline application before the Board”. 
 
A similar concern was raised in the Application by the Greenfield Energy Centre Limited 
in a Leave to Construct a natural gas pipeline in the Township of St. Clair, Ontario.  In 
the Board’s Decision Order dated January 6, 2006, the Board clearly separated the 
environmental aspects of the pipeline construction from those related to the power 
station itself. The Board stated: 
 

“To be clear, only those effects that are additive or interact with the effects 
that have already been identified as resulting from the pipeline 
construction are to be considered under cumulative effects.”7

 
The Board further stated that it has no jurisdiction to consider the arguments of the 
Intervenors in this regard: 
 

“In the Board’s view, the law is clear that the jurisdiction on environmental 
matters associated with the power station falls under the Environmental 
Assessment Act administered by the Ministry of the Environment, and not 
the Ontario Energy Board. The process under the provincial 
Environmental Assessment Act in relation to the GEC generating station 
has been concluded .” (pp. 17-18) 

 
This Decision was upheld by the Divisional Court.8

 
The Board Staff Counsel filed as part of its argument draft conditions of approval. The 
last draft condition was unique to this proceeding and resulted from a request by the 
City of Toronto, an Observer in this case, that the condition be followed including: 

 

                                                 
7   Greenfield Energy Centre Limited Partnership, Decision and Order, RP-2005-0022/EB-2005-

0441/EB-2005-0442/EB-2005-0443/EB-2005-0444, (January 6, 2006) at p.10. 
 
8     Power Workers’ Union, CUPE Local 1000 v. Ontario Energy Board (2006), 214 O.A.C. 208, [2006]  

O.J. No. 2997 (Div. Ct.) 
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“That Enbridge Gas Distribution Inc. provide, within thirty (30) days of the 
completion of its construction (defined for the purposes of the public 
highway as the backfill and temporary patch of any excavation) to the City 
of Toronto and the property owners over which the pipeline will be built: 
 
• Drawings certified by an Ontario Land Surveyor accurately 

showing the location of the constructed pipeline; or 
 
• A record drawing as defined by the Association of 

Professional Engineers of Ontario accurately showing the 
location of the constructed pipeline.” 

 
Enbridge did not oppose a condition but noted that the cost of Ontario Land 
Surveyor would be approximately $240,000. Under the terms of the Gas Delivery 
Agreement this cost would become part of the project. As a result, neither 
Enbridge nor the ratepayers would incur the costs. Enbridge did state that they 
did not support the inclusion of this condition as a standard practice in other 
projects. Finally, Enbridge noted that the option for surveyor drawings, rather 
than engineer record drawings would appear to better meet the City of Toronto’s 
request to tie the location of the pipeline into the property bars (Transcript Volume 1, 

p. 119). 
 
While this additional cost may not be immediately borne by Enbridge or 
Enbridge’s other ratepayers, in the long run such costs form part of utility’s cost 
of service and are ultimately paid by ratepayers. There is not sufficient evidence 
before us to justify this additional cost. The interests of the City of Toronto can be 
protected through less costly means. It is significant that the City of Toronto did 
not appear at the hearing to support its position or present argument. In the 
circumstances the Board is not prepared to grant the request by the City of 
Toronto and directs that the last paragraph contained in the draft conditions of 
approval, filed by Board Staff Counsel, be removed. 
 
Orders Granted 
 
For the Reasons indicated, the Board finds that the two pipeline projects being 
proposed by Enbridge in this proceeding are in the public interest and grants the Leave 
to Construct subject to the conditions set out in Appendix “B”. 
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THE BOARD ORDERS THAT: 

1. Enbridge Gas Distribution Inc. is granted leave, pursuant to subsection 90 (1) of 
the Act, to construct approximately 6.5 kilometres of NPS 36 pipeline to parallel a 
portion of Enbridge’s existing NPS 30 XHP Don Valley Line and approximately 
2.9 kilometres of NPS 20 XHP steel pipeline that would interconnect the Don 
Valley Line at Enbridge’s Station B regulator station and would terminate at the 
Portlands Energy Centre  in the City of Toronto, subject to the conditions of 
approval set forth in Appendix “B”.  

 
2. Eligible intervenors who seek an award of costs incurred to date shall file their 

cost submissions in accordance with the Practice Direction on Cost Awards with 
the Board Secretary and with Enbridge Gas Distribution Inc. within 15 days of the 
date of this Decision.  Enbridge Gas Distribution Inc. may make submissions 
regarding the cost claims within 30 days of the Decision and the intervenors may 
reply within 45 days of the Decision. A decision and order regarding cost awards 
will be issued at a later date.  Upon receipt of the Board’s cost award decision 
and order, Enbridge Gas Distribution Inc. shall pay any awarded costs with 
dispatch. 

 
3. Enbridge Gas Distribution Inc. shall pay the Board’s costs incidental to this 

proceeding upon receipt of the Board’s invoice. 
 
 
DATED at Toronto, June 1, 2007 
 
ONTARIO ENERGY BOARD 
 
Original signed by 
 
Peter H. O’Dell 
Assistant Board Secretary
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APPENDIX “A” 
 

TO BOARD DECISION AND ORDER 
 

IN THE MATTER OF EB-2006-0305 
 

DATED June 1, 2007 
 

MAPS OF THE PIPELINE ROUTES 
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APPENDIX “B” 
 

TO BOARD DECISION AND ORDER 
 

IN THE MATTER OF EB-2006- 0305 
 

DATED JUNE 1, 2007 
 

CONDITIONS OF APPROVAL
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EB-2006-0305 
 

Enbridge Gas Distribution Inc. 
Toronto Portlands Reinforcement 

Leave to Construct Application 
 

Conditions of Approval 
 

Leave to Construct 
 

1 General Requirements 
 
1.1  Enbridge Gas Distribution Inc. (“Enbridge”) shall construct the facilities and 

restore the land in accordance with its application and evidence filed in EB-2006-
0305, except as modified by this Order and these Conditions of Approval. 

 
1.2 Unless otherwise ordered by the Board, authorization for Leave to Construct 

shall terminate December 31, 2008, unless construction has commenced prior to 
then. 
 

1.3 Except as modified by this Order, Enbridge shall implement all the 
recommendations of the Environmental Study Reports filed in the pre-filed 
evidence, and all the recommendations and directives identified by the Ontario 
Pipeline Coordinating Committee (“OPCC”) review. 

 
1.4 Enbridge shall advise the Board's designated representative of any proposed 

material change in construction or restoration procedures and, except in an 
emergency, Enbridge shall not make such change without prior approval of the 
Board or its designated representative.  In the event of an emergency, the Board 
shall be informed immediately after the fact. 

 
 

2 Project and Communications Requirements  
 
2.1 The Board's designated representative for the purpose of these Conditions of 

Approval shall be the Manager, Facilities. 
 
2.2 Enbridge shall designate a person as project engineer and shall provide the 

name of the individual to the Board’s designated representative.  The project 
engineer will be responsible for the fulfilment of the Conditions of Approval on the 
construction site.  Enbridge shall provide a copy of the Order and Conditions of 
Approval to the project engineer, within seven days of the Board’s Order being 
issued.   

 

 1 
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2.3 Enbridge shall give the Board's designated representative and the Chair of the 

OPCC ten days written notice in advance of the commencement of the 
construction. 

 
2.4 Enbridge shall furnish the Board's designated representative with all reasonable 

assistance for ascertaining whether the work is being or has been performed in 
accordance with the Board's Order. 
 

2.5 Enbridge shall file with the Board’s designated representative notice of the date 
on which the installed pipelines were tested, within one month after the final test 
date. 

 
2.6 Enbridge shall furnish the Board’s designated representative with five copies of 

written confirmation of the completion of construction.  A copy of the confirmation 
shall be provided to the Chair of the OPCC. 

 
3 Monitoring and Reporting Requirements 
 
3.1 Both during and after construction, Enbridge shall monitor the impacts of 

construction, and shall file four copies of both an interim and a final monitoring 
report with the Board. The interim monitoring report shall be filed within six 
months of the in-service date, and the final monitoring report shall be filed within 
fifteen months of the in-service date. Enbridge shall attach a log of all complaints 
that have been received to the interim and final monitoring reports. The log shall 
record the times of all complaints received, the substance of each complaint, the 
actions taken in response, and the reasons underlying such actions. 
 

3.2 The interim monitoring report shall confirm Enbridge’s adherence to Condition 
1.1 and shall include a description of the impacts noted during construction and 
the actions taken or to be taken to prevent or mitigate the long-term effects of the 
impacts of construction.  This report shall describe any outstanding concerns 
identified during construction.  

 
3.3 The final monitoring report shall describe the condition of any rehabilitated land 

and the effectiveness of any mitigation measures undertaken.  The results of the 
monitoring programs and analysis shall be included and recommendations made 
as appropriate.  Any deficiency in compliance with any of the Conditions of 
Approval shall be explained.   

 
4 Easement Agreements 
 
4.1 Enbridge shall offer the form of agreement approved by the Board to each 

landowner, as may be required, along the route of the proposed work. 

 2 
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5 Other Approvals 
 
5.1 Enbridge shall obtain all other approvals, permits, licences, and certificates 

required to construct, operate and maintain the proposed project, shall provide a 
list thereof, and shall provide copies of all such written approvals, permits, 
licences, and certificates upon the Board’s request. 
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ECONOMIC FEASIBILITY 

 

METHODOLOGY 

1. The overall feasibility of the project has been determined using the methodology that 

adheres to the parameters contained within the “Ontario Energy Board Guidelines 

for Assessing and Reporting on Natural System Expansion in Ontario” and as laid 

out in the Ontario Energy Board’s EBO 188 “Report to the Board” dated January 30, 

1998. 

 

2. The economic feasibility of this project has been calculated by discounting the 

incremental cash flows over a 20 year customer revenue horizon.  The resulting 

NPV represents both the economic feasibility of the project from the utility’s 

perspective and its effect within the Rolling Project Portfolio.  An NPV greater than 

zero indicates the project will have a positive contribution to the Rolling Project 

Portfolio and will be feasible from a utility cash flow perspective.  Since the project 

NPV is less than zero, a contribution in aid of construction is required.  The 

Customer has agreed to pay the contribution.  Exhibit E, Tab 1, Schedule 2 details 

the NPV and the Customer contribution for the project.   

 

KEY ASSUMPTIONS 

Customer Revenue Horizon 

3. The feasibility analysis for the project was based upon a 20-year customer revenue 

horizon.  The first year revenue is calculated based on eight months as the 

Customer has requested a four month commissioning period. 
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Capital Costs 

4. The total capital costs for feasibility purposes are estimated to be $41.7 million. 

The detailed capital cost estimates are provided at Exhibit C, Tab 2, Schedule 1.  

The construction period is assumed to be 7 months.  We are seeking a contribution 

of $17.7 million.  Within approximately 9 months of completion of the installation and 

commissioning of the distribution line and related infrastructure, the Company will 

establish the final contribution in aid of construction based on the actual costs 

incurred to complete such installation.  The final contribution in aid of construction so 

established will be used for purposes of this agreement.  This ensures that the 

project is still feasible. 

 

5. Enbridge Gas Distribution has arranged for financial assurance from Portlands 

Energy Centre for the investment exposure.  This is required to mitigate the risk 

associated with power plants and to protect the interests of existing ratepayers. 

 

Contract Demand 

6. The gas deliveries to the Portlands Energy Centre will be under Rate 125.  The 

contract demand is based on twenty-four times the maximum hourly flow and is 

established as 2 785 885 m3. 

 

Summary 

7. The feasibility for the Portlands Energy Centre reinforcement project has been 

prepared based on Enbridge Gas Distribution’s feasibility guidelines pursuant to the 

Ontario Energy Board’s Decision with Reasons in the Company’s EB-2005-0001 

Rate application. 
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8. The analysis contained at Exhibit E, Tab 1, Schedule 2, shows the project has a 

Profitability Index (“PI”) of 1.0 after customer contribution in the amount of $17.7 

million.  The project meets the minimum project acceptance threshold PI of 1.0, and 

thus qualifies for approval by the Ontario Energy Board on the basis of this analysis. 
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ECONOMIC FEASIBILITY TEST 

 

1. The following economic feasibility evidence has been completed based upon the 

parameters contained within the feasibility guidelines pursuant to the Ontario Energy 

Board’s Decision with Reasons in the Company’s EB-2005-0001 Rate application.   

 

2. Discounted cash flow (“DCF”) analysis is adopted to calculate net present value 

(“NPV”) and profitability index (“PI”) for the project.  The economic feasibility of the 

project has been tested using the incremental revenues and costs associated with 

the project forecast over a 20-year period.  This analysis incorporates all incremental 

capital and operating costs associated with this proposed project.  A summary of the 

inputs and results of the feasibility are included on page 2, while pages 3 to 6 show 

detailed feasibility parameters and results.  
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SUMMARY OF INPUTS 

  
Capital Investments  
Mains $36,278,391
Station  $1,041,757
Land  $4,422,000
 
Total $41,742,148
  
  
Gas Requirements  
Under Rate 125  
Daily Contract Demand 2,785,885 m3 

  
 

SUMMARY OF RESULTS 

Net Present Value (20 years) $0.0
Profitability Index (20 years) 1.0
Customer Contribution $17,746,869
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APPENDIX 1

ECONOMIC FEASIBILITY STUDY

FOR A CUSTOMER REVENUE HORIZON OF 20 YEARS

Portlands Energy Centre
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E
Tab 2
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Col. 1 Col. 2
Line No. Description

FEASIBILITY PARAMETERS

1. Discount Rate 6.15%
2. CCA Rate 4.00%
3. Tax Rate 35.00%
4. Municipal Tax rate 0.60%
5. Capital Tax Rate 0.29%

6. Customer Revenue Horizon (Years) 20                          
7. Daily Contract Demand , m3 2,785,885              
8. Annual Distribution Revenues (Dollars) 3,082,919              
9. Annual O&M (Dollars) 2,758                     

10. Capital Investment (Dollars) 41,742,148            

Working Capital 
11. O&M (Lead days) (33.85)                    
12. Commodity (Lag days) 3.75                       

FEASIBILITY RESULTS

13. Net Present Value (Dollars) 0.0
14. Profitability Index 1.000                     
15. Customer Contribution in Aid of Construction (Dollars) 17,746,869            

                                     Parameters and Results                                      
Economic Feasibility - 20 Year Horizon

Portlands Energy Centre
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Ontari  Energy o
Board 

Commission de l’énergie 
de l’Ontario 

 
 

EB-2008-0065 
 

IN THE MATTER OF the Ontario Energy Board Act, 
1998, S.O. 1998, c.15, Schedule B; 

 
AND IN THE MATTER OF an application by Enbridge 
Gas Distribution Inc. for an Order pursuant to Section 
90(1) of the Ontario Energy Board Act, 1998, granting 
leave to construct a natural gas distribution pipeline and 
related facilities in the City of Thorold in the Regional 
Municipality of Niagara.  

 
 

BEFORE:  Paul Vlahos 
     Presiding Member 
 
     Paul Sommerville 
     Member 
 
 

DECISION AND ORDER 
 
Enbridge Gas Distribution Inc. (“Enbridge” or “EDG”) has filed an application with the 
Board, dated June 27, 2008, under section 90(1) of the Ontario Energy Board Act, 
1998, S.O. 1998, c.15, Schedule B, for orders granting leave to construct 
approximately 2.9 km of Nominal Pipe Size (“NPS”) 12 diameter steel high pressure 
pipeline and a gate station (meter and pressure regulator) in the City of Thorold, in the 
Regional Municipality of Niagara.  The pipeline and related facilities are intended to 
serve the requirements of natural gas demand for a gas-fired generator currently 
under construction. 
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For the reasons set out below, the Board finds that the construction of the proposed 
pipeline is in the public interest and grants Leave to Construct, subject to certain 
Conditions of Approval, which are attached to this Decision. 
 
The Proposed Pipeline 
 
The 2.9 km pipeline will be a dedicated line providing natural gas to a 265 MW 
cogeneration plant proposed by Northland Power Inc., Thorold Cogen L.P. (“Thorold 
Cogen facility”), in Thorold being constructed at the Abitibi Plant where both heat and 
electricity will be produced. 
 
A map showing the location of the proposed pipeline and ancillary facility is attached 
as Appendix A.  The proposed pipeline will originate at the TransCanada Pipeline 
(“TCPL”) where it crosses Thorold Townline Road.  At that location, Enbridge 
proposes to construct a gate station to reduce the TCPL line pressure to less than 
4500 kPa (653 psi) and to measure the gas volumes to the Thorold Cogen station.  
Enbridge’s proposed line will proceed north along the road allowance of Thorold 
Townline Road from the intersection with TCPL for approximately 0.6 km to 
Beaversdams Road.  The pipeline will then proceed west along Beaversdams Road 
for 0.8 km to Davis Road (Highway 58) and Niagara Falls Road.  The pipeline will 
follow Niagara Falls Road west for approximately 1.2 km to Allanburg Road where it 
will proceed north on Allanburg Road for 0.2 km to the route end point located at the 
proposed Thorold Cogen facility. 
 
The Proceeding 
 
The Board issued the Notice of Application on August 1, 2008, which was published 
and served by EGD as directed.  Intervenor requests were received from Walker 
Community Development Corporation, Thorold Cogen L.P. and Hydro One Networks 
Inc.  All requests for intervention were approved.  No observer or letters of comment 
were filed.  The Board proceeded by way of a written hearing.  No interrogatories or 
submissions were filed by the intervenors 
 
On September 4, 2008, Board Staff, through written interrogatories, requested 
clarification of certain aspects of the pre-filed evidence and additional information.  On 
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September 23, 2008, EGD responded to the interrogatories, which concluded the 
discovery phase of the proceeding. 
This is an application under section 90 of the Act, seeking a Leave to Construct Order. 
Section 96 of the Act provides that the Board shall make an Order granting leave if the 
Board finds that “the construction, expansion or reinforcement of the proposed work is 
in the public interest”.  When determining whether a project is in the public interest, the 
Board typically examines the need for the project, the economics of the project, the 
environmental impact, the impact on landowners and consultation with Aboriginal 
Peoples.  Each of these factors will be considered in turn. 
 
The Need for the Project 
 
The proposed pipeline and related facilities are intended to deliver gas to the 
proposed Thorold Cogen facility.   
 
The Thorold Cogen facility is a 265 MW combined heat and power (“CHP”) facility that 
is natural-gas fired.  The waste heat from the turbine will be used to produce steam, 
some of which will be piped over to and consumed by the Abitibi-Consolidated paper 
mill that is located on the same property.  Thorold Cogen has entered into a 20-year 
agreement with the Ontario Power Authority (“OPA”) to supply electricity to the 
province.  This agreement was the result of an OPA-administered competitive 
Request for Proposal (“RFP”) process as per an Ontario Ministry of Energy directive.  
The directive was in response to critical needs for new clean, efficient and reliable 
electricity supply in the province.  Thorold Cogen was selected to develop a CHP 
facility through the RFP process.  
 
EGD states, and the Board accepts, that the timely development of the facilities 
required to deliver natural gas to the Thorold Cogen facility is critical to achieving 
these reliability and efficiency objectives.  Gas will be required for commissioning 
during the third quarter of 2009 to prepare for commercial operation in the first quarter 
of 2010. 
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The Proposed Pipeline’s Design 
 
According to EGD’s evidence, the design and pipe specifications, installation and 
testing of the proposed pipeline adhere to the requirements of Ontario Regulation 
210/01 under the Technical Standards and Safety Act, Oil and Gas Pipeline Systems 
and the CSA Z662-03 Oil and Gas Pipeline Systems code. 
 
The Board is satisfied that the evidence establishes that the pipeline design and 
specifications are acceptable.  
 
Environmental Assessment and Routing 
 
EGD retained Stantec Consulting Limited (“Stantec”) to undertake an environmental 
assessment, evaluate alternatives and advise on the selection of a preferred route.  
The environmental assessment was carried out in accordance with the Board’s 
“Environmental Guidelines for the Location, Construction and Operation of 
Hydrocarbon Pipelines and Facilities in Ontario (May 2003)” (the “Board’s 
Environmental Guidelines”).  The results of the assessment are documented in the 
report entitled “Environmental Report:  Pipeline to serve the proposed Thorold Cogen 
L.P.” dated April, 2008 (the “Stantec Report”), which was filed in this proceeding. 
 
As part of the environmental assessment process, Stantec undertook consultation with 
government agencies and the public.  Public meetings were held on May 16, 2007, 
June 26, 2007 and March 18, 2008 to inform the public of the project and to solicit 
input.  The Stantec Report included details of the public consultation undertaken.  No 
major concerns were identified. 
 
In accordance with the Board’s Environmental Guidelines, the Stantec Report was 
reviewed by the Ontario Pipeline Coordination Committee (“OPCC”).  There are no 
outstanding concerns related to the OPCC review. 
 
Stantec assessed and rated five route alternatives using routing criteria and 
consideration of proposed mitigation measures.  The Stantec Report concluded that 
the preferred route selected is the shortest in length and has the least potential for 
encountering archaeological resources.  The Report states that the mitigating 
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measures proposed comply with accepted industry practice and EGD’s construction 
manual, and that the net residual environmental effects do not constitute a significant 
environmental effect. 
 
EGD confirms that all permits and approvals will be secured prior to the construction 
of the pipeline.  
 
The Board accepts EGD’s evidence regarding the environmental assessment of the 
proposed pipeline, and finds that the proposed mitigation and monitoring activities are 
acceptable and address the environmental concerns.  The Board also accepts that the 
proposed project is the best alternative.  
 
Economics of the Project 
 
The total estimated cost for the Thorold Cogen Pipeline project is $6,397,224.  The 
economic feasibility of the project was measured in accordance with the Board’s 
approved procedures as established in EBO 1881.  The feasibility analysis for the 
project was based upon a 20-year customer revenue horizon and has been prepared 
based on EGD’s feasibility guidelines pursuant to the Board’s Decision with Reasons 
in EGD’s EB-2006-0034 rate application.  This analysis indicated that the proposed 
facilities have a Net Present Value (“NPV”) of $0 and a Profitability Index (“PI”) of 1.00.  
A PI at or above 1.0 indicates that the project is economic for EGD.  Enbridge’s Rate-
125 will recover the revenue requirement through monthly demand charges. 
 
The Board accepts EGD’s evidence and finds that the project is economically feasible 
under the proposed feasibility analysis. 
 
Land Issues and Form of Easement 
 
Section 97 of the Act provides that a leave to construct will not be granted until the 
applicant has satisfied the Board that it has offered or will offer to each owner of land 

                                                           
1 [The Consumers Gas Company Ltd, Union Gas Limited and Centra Gas Ontario Inc., Natural Gas 
System Expansion, Report of the Board, EBO 188, (January 30, 1998)] 
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affected by the approved route or location an agreement in a form approved by the 
Board. 
 
EGD has indicated that the proposed pipeline is to be located entirely within existing 
road allowances.  As such, EGD does not anticipate the need to obtain either 
temporary or permanent land rights.  However, EGD has filed with the Board a form of 
easement agreement that it will offer to landowners in the event that requirement for 
easements change.   
 
EGD notes that two acres of property are required for the Gate Station facilities.  
There are three potential locations identified for the Gate Station.  Negotiations are 
continuing with the landowners to finalize the site for the Gate Station. 
 
The Board approves the form of easement which has been filed by EGD. 
 
Aboriginal Consultation Conducted by Enbridge 
 
EGD, through the Stantec Report, advised that there were no known First Nation 
reserves or lands that are currently used along the proposed pipeline route for 
traditional or cultural purposes. 
 
Stantec initiated consultation with the Indian and Northern Affairs Canada (“INAC”) to 
ensure the status of lands within the Study area did not contain First Nation reserves 
or lands.  A response from INAC’s Specific Claims Branch was received on July 19, 
2007, indicating that there are no land claims in the Study Area that INAC is aware of.  
 
The Board is satisfied that EGD has conducted a proper search and that no Aboriginal 
groups will be adversely affected by the proposed project. 
 
Orders Granted 
 
For the reasons indicated, the Board finds the pipeline project proposed by EGD in 
this proceeding is in the public interest and grants an Order for Leave to Construct 
subject to the Conditions of Approval as set out in Appendix B. 
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Decision and Order _ Oct 28, 2008 

THE BOARD ORDERS THAT: 
 

1. Enbridge Gas Distribution Inc. is granted leave, pursuant to subsection 
90 (1) of the Act, to construct approximately 2.9 kilometres of NPS 12 in 
the City of Thorold, the Regional Municipality of Niagara for the purpose 
of supplying natural gas to the Thorold Cogen L.P. facility, subject to the 
Conditions of Approval set forth in Appendix B. 

 
2. Enbridge Gas Distribution Inc. shall pay the Board’s costs incidental to 

this proceeding upon receipt of the Board’s invoice. 
 
DATED at Toronto October 28, 2008 
 
ONTARIO ENERGY BOARD 
 
Original signed by 
 
Kirsten Walli 
Board Secretary 
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Conditions of Approval 

 
 

Leave to Construct 
 

1 General Requirements 

 

1.1  Enbridge Gas Distribution Inc. (“Enbridge”) shall construct the facilities and restore the 

land in accordance with its application and the evidence filed in EB-2008-0065, except as 

modified by this Order and these Conditions of Approval. 

 

1.2 Unless otherwise ordered by the Board, authorization for Leave to Construct shall 

terminate December 31, 2009, unless construction has commenced prior to then. 

 

1.3 Except as modified by this Order, Enbridge  shall implement all the recommendations of 

the Environmental Report filed in the pre-filed evidence, and all the recommendations 

and directives identified by the Ontario Pipeline Coordinating Committee (“OPCC”) 

review. 

 

1.4 Enbridge shall advise the Board's designated representative of any proposed material 

change in construction or restoration procedures and, except in an emergency, Enbridge 

shall not make such change without prior approval of the Board or its designated 

representative.  In the event of an emergency, the Board shall be informed immediately 

after the fact. 

 

2 Project and Communications Requirements  
 

2.1 The Board's designated representative for the purpose of these Conditions of Approval 

shall be the Manager, Facilities Applications. 

 

2.2 Enbridge shall designate a person as project engineer and shall provide the name of the 

individual to the Board’s designated representative.  The project engineer will be 

responsible for the fulfilment of the Conditions of Approval on the construction site.  

Enbridge shall provide a copy of the Order and Conditions of Approval to the project 

engineer, within seven days of the Board’s Order being issued.   

 

2.3 Enbridge shall give the Board's designated representative and the Chair of the OPCC ten 

days written notice in advance of the commencement of the construction. 
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2.4 Enbridge shall furnish the Board's designated representative with all reasonable 

assistance for ascertaining whether the work is being or has been performed in 

accordance with the Board's Order. 

 

2.5 Enbridge shall file with the Board’s designated representative notice of the date on which 

the installed pipelines were tested, within one month after the final test date. 

 

2.6 Enbridge shall furnish the Board’s designated representative with five copies of written 

confirmation of the completion of construction.  A copy of the confirmation shall be 

provided to the Chair of the OPCC. 

 
3 Monitoring and Reporting Requirements 

 

3.1 Both during and after construction, Enbridge shall monitor the impacts of construction, 

and shall file four copies of both an interim and a final monitoring report with the Board.  

The interim monitoring report shall be filed within six months of the in-service date, and 

the final monitoring report shall be filed within fifteen months of the in-service date.  

Enbridge shall attach a log of all complaints that have been received to the interim and 

final monitoring reports.  The log shall record the times of all complaints received, the 

substance of each complaint, the actions taken in response, and the reasons underlying 

such actions. 

 

3.2 The interim monitoring report shall confirm Enbridge’s adherence to Condition 1.1 and 

shall include a description of the impacts noted during construction and the actions taken 

or to be taken to prevent or mitigate the long-term effects of the impacts of construction.  

This report shall describe any outstanding concerns identified during construction.  

 

3.3 The final monitoring report shall describe the condition of any rehabilitated land and the 

effectiveness of any mitigation measures undertaken.  The results of the monitoring 

programs and analysis shall be included and recommendations made as appropriate.  

Any deficiency in compliance with any of the Conditions of Approval shall be explained.   

 

4 Easement Agreements 

 

4.1 Enbridge shall offer the form of agreement approved by the Board to each landowner, as 

may be required, along the route of the proposed work.  
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5 Other Approvals and Agreements 

 

5.1 Enbridge shall obtain all other approvals, permits, licences, and certificates required to 

construct, operate and maintain the proposed project, shall provide a list thereof, and 

shall provide copies of all such written approvals, permits, licences, and certificates upon 

the Board’s request.  

5.2 Enbridge shall not, without prior approval of the Board, consent to any alteration or 

amendment to the Gas Delivery Agreement dated and executed on August 15, 2007, 

where such alteration or amendment has or may have any material impact on Enbridge’s 

ratepayers. 

5.3 Enbridge shall file with the Board, a copy of Thorold Cogen L.P.’s irrevocable bank letter 

of credit to Enbridge for an amount not less than cost estimate of the applied-for facilities; 

this filing shall take place no later than 14 days after the start of construction. 
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ECONOMIC FEASIBILITY 
 
 
METHODOLOGY 

1. The economic feasibility of the project has been determined using a methodology 

that adheres to the “Ontario Energy Board Guidelines for Assessing and Reporting 

on Natural Gas System Expansion in Ontario” and the EBO 188 “Report of the 

Board” dated January 30, 1998.   

 

2. The economic feasibility of the project has been calculated by discounting 

incremental cash flows over the 20-year customer revenue horizon.  The resulting 

Net Present Value (“NPV”) represents both the economic feasibility of the project 

from the utility’s perspective and its effect within the Rolling Project Portfolio.  An 

NPV greater than zero indicated that the project will make a positive contribution to 

the Rolling Project Portfolio and be feasible from a utility cash flow perspective.  

Exhibit E, Tab 1, Schedule 2 details the NPV for the project. 

             

KEY ASSUMPTIONS                                                         

Customer Revenue Horizon 

3. Feasibility analysis for the project was based upon a 20-year customer revenue 

horizon. The first year revenue is calculated based on nine months as the Customer 

has requested a three month commissioning period. 

 

Capital Costs 

4. The project capital costs are estimated to be $6,397,224. The detailed capital cost 

estimates are provided at Exhibit C, Tab 2, Schedule 1.  The construction period is 

assumed to be 5 months.  As part of the requirements under the GDA, Thorold 

Cogen has provided financial assurances in the form of an irrevocable letter of 

credit.   This will be in addition to the requirements under the Gas Transportation 

Agreement.  This is required to  

Filed:  2010-02-09 
EB-2009-0172 
Exhibit I 
Tab 5 
Schedule 3 
Attachment 5 



 Updated: 2008-07-08 
 EB-2008-0065 
 Exhibit E 
 Tab 1 
 Schedule 1 
 Page 2 of 2 
 

/u 

 

 

mitigate the risk associated with power plants and to protect the interests of existing 

ratepayers.   

 

Contract Demand 

5. The gas deliveries to the Thorold Cogen will be under Rate 125.  For this dedicated 

service line, the contract demand is established by calculating the annual revenues 

required under Rate 125 to completely recover the capital invested in the chosen 

customer horizon period.  Any overruns in gas consumption lead to additional 

revenues calculated at the unitized rate of Rate 125.   

 

6. The ‘Billing Contract Demand’ is estimated to be 768,449 m3.  Within nine (9) 

months of completion of the installation and commissioning of the distribution line 

and related infrastructure which Enbridge has determined is required to be installed 

to service the Terminal Location, Enbridge will establish the final ‘Billing Contract 

Demand’ based on the actual costs incurred to complete such installation, and shall 

notify the customer of such final ‘Billing Contract Demand’.  The final ‘Billing Contract 

Demand’ so established will be used for purposes of this Agreement for the duration 

of the Term.  This ensures that the project is still feasible.   

 

Summary 

7. The feasibility for the Thorold Cogen project has been prepared based on Enbridge’s 

feasibility guidelines pursuant to the Ontario Energy Board’s Decision with Reasons 

in the Company’s EB-2007-0615 Application. 

 

8. The analysis contained at Exhibit E, Tab 1, Schedule 2, shows the project has a PI 

of 1.0.   
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ECONOMIC FEASIBILITY TEST 

1.	 The following economic feasibility evidence has been completed based upon the 

parameters contained within the feasibility guidelines pursuant to the Ontario Energy 

Board's Decision with Reasons in the Company's EB-2007-0615 Application. 

2.	 Discounted cash flow ("DCF") analysis is adopted to calculate net present value 

("NPV") and profitability index ("PI") for the project. The economic feasibility of the 

project has been tested using the incremental revenues and costs associated with 

the project forecast over a 20-year period. This analysis incorporates all incremental 

capital and operating costs associated with this proposed project. A summary of the 

inputs and results of the feasibility are included on page 2, while pages 3 to 6 show 

detailed feasibility parameters and results. 
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SUMMARY OF INPUTS 

Capital Investments 
Mains 
Station 
Land 

Total 

Gas Requirements 
Under Rate 125 
Billing Contract Demand 

SUMMARY OF RESULTS 

Net Present Value (20 years) 
Profitability Index (20 years) 
Customer Contribution 

$3,599,872 
$2,326,802 

$470,550 

$6,397,224 

768,449m3 

$0.0 
1.0 

$0.0 

Updated: 2008-07-07 
EB-2008-0065 
Exhibit E 
Tab 1 
Schedule 2 
Page 2 of 6 
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APPENDIX 1 

Thorold Cogen L. P. 

ECONOMIC FEASIBILITY STUDY 

FOR A CUSTOMER REVENUE HORIZON OF 20 YEARS 
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Thorold Cogen L.P.
 
Economic Feasibility - 20 Year Horizon
 

Parameters and Results
 

Col. 1 

Line No. Description 

FEASIBILITY PARAMETERS 

1. Discount Rate 

2. CCA Rate 

3. Tax Rate 

4. Municipal Tax rate 

5. Capital Tax Rate 

6. Customer Revenue Horizon (Years) 

7. Billing Contract Demand, m3 

8. Annual Distribution Revenues (Dollars) 

9. Annual O&M (Dollars) 

10. Capital Investment (Dollars) 

Working Capital 

11. O&M (Lead days) 

12. Commodity (Lag days) 

FEASIBILITY RESULTS 

13. Net Present Value (Dollars) 

14. Profitability Index 

15. Customer Contribution in Aid of Construction (Dollars) 

5.98%
 

6.00%
 

36.12%
 

0.60%
 

0.23%
 

20 

768,449 lu 
836,820 

56,000 

6,397,224 

(26.90) 

4.10 

0.0 

1.000 



Thorold Cogen L.P. 
Economic Feasibility - 20 year Horizon 
DCF Analysis 

Col. 1 Col. 2 Col. 3 Col 4 Col 5 Col.ti Col. 7 Col. B Col. 9 Col. 10 QlLll 

lIne No Description Year 0 Year 1 Year 2 Year 3 Year 4 YearS Year 6 Year 7 Year 8 Year 9 

Discount factcn 10 project outset	 0.988 0.939 0.895 0.844 0.796 0.751 0.709 0.6ti9 0.631 0.500 

INCREMENTAL CAPITA!.. INVESTMENl 
1 Investment In Mains 3,599,872 :::!"!2 Investment In ServIceS 
3. Investmentln Statkms 2,326,802	 m 

a.4. Investment In Land	 470,550 
5. ContributIOn In Aid of ConstructIon 
6. Net Investment Caprtal 6,397,224	 N 
7. Wor1<lng Gaprtal 4,127	 a 
8. Total Investment 6,397,224	 ~ 

9. PV Of Total Investment At PrOject Outset 6,316,364	 a 
I

10. ACCUMULATED PV OF TOTAL INVESTMENT	 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 a 
N 

CCA TAX SHIELD	 I o11. CGA Tax Shield	 64,221 124,590 117,114 110,087 103,482 97,273 91,437 85,951 80,794 
<D12. PV Of CGA Tax Shield At Project Outset	 60,303 111,457 98,855 87,6n 77,764 68,971 61,172 54,256 48,121 

13. ACCUMULATED PV OF CCA TAX SHIELC	 60,303 171,760 270,615 358,292 436,056 505,027 566,199 620,454 668,575 m 
INCREMENTAL OPERATING CASH FLOWS IBEFORE TAXES'	 OJ 

I 
14. Gas Distribution Revenue	 627,615 836,820 836,820 836,820 836,820 836,820 836,820 836,820 836,820 N 
15. Gas Costs o 
16. O&M Expenses	 (56,000) (56,000) (56,000) (56,000) (56,000) (56,000) (56,000) (56,000) (56,000) o 
17. Nel Operating Cash (Belore Taxes)	 571,615 780,820 780,820 780,820 780,820 780,820 780,820 780,820 780,820 <D 
18. PV 01 Net Operatln9 Cash (Before Taxes) I'J. Project Outset	 536,738 698,517 659,081 621,871 586,762 553,635 522,378 492,886 465,059 I 

o19. ACCUMULATED PV OF NET OPERATING CASH (BEFORE TAXES'	 536,738 1,235,255 1,894,336 2,516,207 3,102,969 3,656,603 4,178,982 4,671,868 5,136,927 
~ 

-..I 
~	 N 

20. Income Tax (Belore Interest Tax Shield) (187,931) (263,776) (264,040) (264,288) (264,520) (264,739) (264,945) (265,138) (265,320) 
21 MuniCIpal Tax (38,383) (38,383) (38,383) (38,383) (38,383) (38,383) (38,383) (38,383) (38,383) m 
22. Capital Tax	 (12,935) (12,159) (11,429) (10,744) (10,099) (9,493) (8,923) (8,388) (7,885) x 
23. Total Taxes	 (239,249) (314,319) (313,853) (313,414) (313,003) (312,616) (312,252) (311,910) (311,588) ~ 
24. PV 01 Total Taxes At Project Outset	 (224,652) (281,188) (264,919) (249,614) (235,212) (221,658) (208,900) (196,890) (185,583) a=
25. ACCUMULATED PV OF TOTAL TAXES	 (224,652) (505,839) (770,758) (1,020,372) (1,255,584) (1,477,242) (1,686,142) (1,883,032) (2,068,615) 

~ 

ACCUMULATEp NPV ANp PI 
26. Net Present Value	 (6,316,364) (5,943,975) (5,415,189) (4,922,172) (4.462.238) (4,032,924) (3,631,976) (3,257,326) (2,907,075) (2,579,478) --\ 
27. Profitability Index 0,059 0.143 0221 0.294 0.362 0.425 0.484 0.540 0.592 Dl 

C"' 
Note a) Construct",n period of 5 months mrd4erm discounted. Apnl2009 IS the _CJ1

project outset 

Note b) Year 1 Revenue from September 2009 to Au9ust 2010. U> 
Note c) CommISSioning perIOd - September 2009 to November 2009 InclUSIVe	 (") 

ro 
~ 

a. 
c 
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Thorold Cogen L.P. 
Economic Feasibility - 20 year Horizon 
DCF Analysis 

Line No 

.QQU 

Descnplion 

Col. 12 

Year 10 

Col. 13 

Ye", 11 

Col. 14 

Year 12 

Col. 15 

Ye"'13 

Col. 16 

Year 14 

Col. 17 

Year 15 

Col. 18 

Year 16 

Col. 19 

Year 17 

Col. 20 

Ye"'18 

92Lll 

Year 19 
Discount factors to project outset 0.562 0.530 0.500 0.472 0.445 0.420 0.397 0.374 0.353 0.333 

INCREMENTAL CAPITAL INVESTMENl 
1. Investment In Mains 
2. Investment In Services 
3. Investment In Stations 
4. Investment In Land 
5. ContributIOn In Aid of Construction 
6. Net Investment Capital 
7 Worlung Capital 
8. Total Investment 
9. PV Of Total Investment At Project Outset 
10. ACCUMULATED PV OF TOTAL INVESTMENT 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 6,316,364 

CCA TAX SHIELD 
11. CGA Tax Shield 75,946 71,389 67,106 63,079 59,295 55,737 52,393 49,249 46,294 43,517 
12. PV OfCGA Tax Shield At Project Outset 42,680 37,854 33,574 29,778 26,411 23,424 20,776 18,427 16,343 14,495 
13. ACCUMULATED PV OF CCA TAX SHIELt 711,255 749,109 782,683 812,461 838,872 862,296 883,072 901,499 917,842 932,337 

INCREMENTAL OPERATING CASH FLOWS (BEFORE TAXES' 
14. Gas Distribution Revenue 836,820 836,820 836,820 836,820 836,820 836,820 836,820 836,820 836,820 836,820 
15. Gas Costs 
16. O&M Expenses (56,000) (56,000) (56,000) (56,000) (56,000) (56,000) (56,000) (56,000) (56,000) (56,000) 
17. Net Operating Cash (Before Taxes) 780,820 780,820 780,820 780,820 780,820 780,820 780,820 780,820 780,820 780,820 
18. PV of Net Operating Cash (Before Taxes) At Project Outset 438,803 414,029 390,654 368,599 347,789 328,154 309,627 292,146 275,652 260,090 
19. ACCUMULATED PV OF NET OPERATING CASH (BEFORE TAXES 5,575,730 5,989,759 8,380,413 6,749,012 7,096,801 7,424,955 7,734,582 8,026,728 8,302,381 8,562,471 

~ 
20. Income Tax (Before Interest Tax Shield) (265,491) (265,652) (265,803) (265,945) (266,078) (266,203) (266,321) (266,432) (266,536) (266,634) 
21. MuniCipal Tax (38,383) (38,383) (38,383) (38,383) (38,383) (38,383) (38,383) (38,383) (38,383) (38,383) 
22. Capital Tax (7,412) (6,967) (6,549) (6,156) (5,787) (5,439) (5,113) (4,806) (4,518) (4,247) 
23. Total Taxes (311,286) (311,002) (310,735) (310,484) (310,248) (310,026) (309,818) (309,622) (309,438) (309,264) 
24. PV of Total Taxes At Project Outset (174,936) (164,909) (155,465) (146,569) (138,189) (130,294) (122,855) (115,846) (109,241) (103.015) 
25. ACCUMULATED PV OF TOTAL TAXE~ (2,243,551 ) (2,408,460) (2,563,924) (2,710,493) (2,848,682) (2,978,977) (3,101,832) (3,217,678) (3,326,918) (3,429,934) 

ACCUMULATED NPV AND PI 
26. Net Present Value (2,272,931 ) (1,985,956) (1,717,192) (1,465,384) (1,229,374) (1,008,090) (800,542) (605,815) (423,060) (251,490) 
27. Profitability Index 0.640 0.686 0.728 0.768 0.805 0.840 0.873 0.904 0.933 0.960 

Note a) ConstruCllon perIOd of 5 months mid-term discounted, Apnl 2009 IS the 
project outset
 

Note b) Year 1 Revenue from September 2009 to August 2010 .. continued.
 
Note c) CommissIoning penod - September 2009 to November 2009 inclUSive.
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CME INTERROGATORY #4 
 
 
INTERROGATORY 
 
Issue 7 – Y Factor – DSM Program 
 
Reference: Exhibit B, Tab 1, Sch. 2, page 1, column 3, line 20 
 Exhibit B, Tab 2, Sch. 2, pages 1 to 4 
 
The evidence indicates that EGD is seeking a 2010 DSM Budget that simply escalates 
the 2009 Board approved Budget by 5%. Please provide the following information: 
 

(a) What is the rationale and justification for the 5% escalation? 
 
 
RESPONSE 
 
a) The 5% escalator is being used in compliance with the Board’s direction in its letter 

of April 14, 2009:  “It is expected that the 2010 plans will be filed under the current 
DSM framework, including increases based on the established budget escalators.”   
 
These “established” escalators are documented in the Board’s EB-2006-0021 
Decision with Reasons, page 23.   
 
The DSM Y factor amount of $26.7 million was approved by the Board in  
EB-2009-0156, Phases I and II. 

 
 

Witnesses: I. Chan K. Culbert 
 A. Kacicnik T. Ladanyi 
 A. Mandyam P. Squires 
 D. Small 
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CME INTERROGATORY #5 
 
 
INTERROGATORY 
 
Issue 9 – Y Factor – CIS Costs and Customer Care 
 
Reference: Exhibit B, Tab 1, Sch. 2, page 1, column 3, line 21 
 Exhibit B, Tab 2, Sch. 5, page 1 
 
There is an on-going CIS Consultative to deal with EGD's implementation of its new 
CIS.  A final meeting of the Steering Committee of that Consultative, at which EGD is 
expected to provide some final cost and rate impact information, has been indefinitely 
postponed by EGD.  Please provide the following information: 
 

(a) Are there any costs included in the CIS Y Factor for 2010 that are the 
subject matter of the yet to be made presentation to the Steering 
Committee of the CIS Consultative?  If so, what are these cost items?  
 

(b) Please provide a current status report on the implementation of the new 
CIS and an indication of when the final meeting of the Steering Committee 
of the CIS Consultative is likely to be re-scheduled. 

 
 
RESPONSE 
 
a) For rate making purposes established within the Company’s IR methodology the 

$95.7 million CIS / Customer Care Y Factor included for 2010 is the amount as per 
the CIS / Customer Care Settlement Agreement approved by the Board in the  
EB-2007-0615 Decision and Rate Order, Appendix A, page 1.  All costs relative to 
the CIS Customer Care Settlement agreement are presumed to be subject matter for 
presentation and discussion at the next consultative meeting.  

 
b) The new CIS was implemented and became operational in September 2009.  The 

next meeting of the CIS Steering Committee is likely to be re-scheduled within an 
available time period during February 2010 or at the earliest opportunity for all 
consultative participants.    

 
 

Witnesses: K. Culbert 
 M. Mees 
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CME INTERROGATORY #6 
 
 
INTERROGATORY 
 
Issue 10 – Z Factor – Pension Funding 
 
Reference: Exhibit B, Tab 1, Sch. 2, page 1, column 3, line 25 
 Exhibit B, Tab 3, Sch. 1, pages 1 and 5 
 
The evidence indicates that the surplus in prior years "precluded" EGD from making 
contributions to its pension plans and that the Z Factor claim for this item ranges 
between $3.0M and $18.9M. Please provide the following information: 
 

(a) Notwithstanding an inability to recover amounts from ratepayers when its 
pension plans are in a surplus situation, what is it that "precludes" EGD 
from making contributions to these plans? Does its management not have 
a discretion to continue to fund the plans, even though they are in a 
surplus condition?  
 

(b) Now that the 2009 year is over, what is the actual amount of the payment, 
if any, EGD must make to the plans?  
 

(c) Please provide the 2010 distribution revenue requirement impact and the 
rate impacts of a 2010 pension plan payment Z Factor of $3M. 

 
 
RESPONSE 
 
a) The Income Tax Act (“ITA”) limits contributions permitted to be made to registered 

pension plans in Canada (see extract below).  Plans that make contributions in 
excess of these limits risk having their registered tax status revoked.  Limits on 
employer pension contributions can be found in s. 147 of the ITA.  An excerpt from 
the most recently filed valuation as at December 31, 2006 which illustrates this limit 
is given below. 

 
In accordance with Section 147(2) of the ITA, the plan would not retain its registered 
status if EGD made a contribution while the funding excess ($206,848,000 as at 
December 31, 2006) exceeded the lesser of: 

Witnesses: I. Chan K. Culbert 
 J. Haberbusch A. Kacicnik 
 N. Kishinchandani T. Ladanyi 
 D. Small 
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• 20% of the going-concern actuarial liability ($122,873,000); and 

 
• the greater of: 

 
o 10% of the going-concern actuarial liability ($61,437,000); and 
o two years of total current service cost ($28,716,000). 

 
Since the funding excess exceeded the maximum allowed under Section 147(2) of the 
ITA, no contribution to the plan by EGD was permitted before funding excess was 
reduced to less than $61,437,000, or else the plan’s registered status would have been 
revoked. 
 

Extract from the Income Tax Act 
 
ITA Section 147, Subsection (2) (excerpt only) 

 
(2) For the purposes of subsection (1), a contribution made by an employer to a 
registered pension plan in respect of the defined benefit provisions of the plan is an 
eligible contribution if it is a prescribed contribution or if it complies with prescribed 
conditions and is made pursuant to a recommendation by an actuary in whose opinion 
the contribution is required to be made so that the plan will have sufficient assets to pay 
benefits under the defined benefit provisions of the plan, as registered, in respect of the 
employees and former employees of the employer, where: 
 
… 

 
(d) a recommendation with respect to the contributions required to be made by 

an employer in respect of the defined benefit provisions of a pension plan may be 
prepared without regard to such portion of the assets of the plan apportioned to the 
employer in respect of the employer's employees and former employees as does not 
exceed the least of  
 

(i) the amount of actuarial surplus in respect of the employer, 
 

(ii) 20% of the amount of actuarial liabilities apportioned to the employer in 
respect of the employer's employees and former employees, and 

 
(iii) the greater of  

 
(A) 2 times the estimated amount of current service contributions that 

would, if there were no actuarial surplus, be required to be made by the employer 
and the employer's employees for the 12 months immediately following the 
effective date of the actuarial valuation on which the recommendation is based, 
and 
 

(B) the amount that would be determined under subparagraph (ii) if the 
reference therein to “20%” were read as a reference to “10%”.  

Witnesses: I. Chan K. Culbert 
 J. Haberbusch A. Kacicnik 
 N. Kishinchandani T. Ladanyi 
 D. Small 
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Witnesses: I. Chan K. Culbert 
 J. Haberbusch A. Kacicnik 
 N. Kishinchandani T. Ladanyi 
 D. Small 

 
b. The actual amount of payment that EGD must make to the plans will be determined 

based on the results of valuation conducted as at December 31, 2009.  These 
results will be available from the actuary no earlier than April 2009. 
 

c. A reduction of the Pension Funding Z-factor from $18.9 million to $3.0 million would 
reduce the proposed 2010 distribution revenue requirement by $15.9 million from 
$1,003.3 million to $987.4 million.  This would reduce the total revenue requirement 
inclusive of gas costs to operations from $2,456.8 million to $2,440.9 million. 
 
The recovery of a total revenue requirement of $2,440.9 million would result in the 
following approximate average rate impacts by rate class:  

 
 

Rate Class T-Service Rate Impact

1 0.5%
6 0.3%
9 0.7%

100 0.4%
110 0.4%
115 0.3%
135 0.3%
145 0.3%
170 0.4%
200 0.2%

Delivery Rate Impact

125 0.4%
300 0.4%

 
 

For comparison, the proposed average rate impacts resulting from the Company’s 
application (as updated) are set out at Exhibit B, Tab 4, Schedule 1, page 3.  
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CME INTERROGATORY #7 
 
 
INTERROGATORY 
 
Issue 11 – Z Factor – Crossbores/Service Laterals 
 
Reference: Exhibit B, Tab 1, Sch. 2, column 3, line 26 
 Exhibit B, Tab 2, Sch. 2, page 1 
 
EGD is seeking a 2010 Z Factor on account of this item in the amount of $3.6M. Please 
provide the following information: 
 

(a) The 2010 distribution revenue requirement and rate impacts of a 
disallowance of this Z Factor claim. 

 
 
RESPONSE 
 
A disallowance of the Crossbore/Service Lateral Z-factor would reduce the proposed 
2010 distribution revenue requirement by $3.6 million from $1,003.3 million to 
$999.7 million.  This would reduce the total revenue requirement inclusive of gas costs 
to operations from $2,456.8 million to $2,453.2 million. 
 
The recovery of a total revenue requirement of $2,453.2 million would result in the 
following approximate average rate impacts by rate class:  
 

Rate Class T-Service Rate Impact

1 1.4%
6 1.0%
9 1.0%

100 0.8%
110 0.8%
115 0.6%
135 0.8%
145 0.8%
170 0.8%
200 0.6%

Delivery Rate Impact

125 1.0%
300 1.0%

 Table 1: 2010 Proposed Average Rate Impacts

 

Witnesses: J. Collier 
 K. Culbert 
 A. Kacicnik  
 M. Suarez 
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For comparison, the proposed average rate impacts resulting from the Company’s 
application (as updated) are set out at Exhibit B, Tab 4, Schedule 1, page 3.  
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CME INTERROGATORY #8 
 
 
INTERROGATORY 
 
Issues 12, 13, 14 – 2010 Deferral and Variance Accounts 
 
Reference: Exhibit B, Tab 7, Sch. 1, page 1 
 Exhibit C, Tab 1, Sch. 1 
 
With respect to the information in Exhibit B, Tab 7, Schedule 1, please provide 
particulars of each and every item recorded in each of the deferral accounts listed in 
lines 8 to 21 inclusive. 
 
 
RESPONSE 
 
As indicated in response to SEC Interrogatory #7 at Exhibit I, Tab 6, Schedule 7 and 
VECC Interrogatory #6 at Exhibit I, Tab 7, Schedule 6, EGD will be requesting the 
review and approval for clearance of amounts in the 2009 group of accounts, which 
have not yet received Board approval for future clearance, in the 2009 ESM and 
Deferral and Variance Account review application due to be filed in early March 2010.  
The Company will respond to questions of the 2009 accounts in that proceeding. 
 
There are some deferral and variance accounts and amounts listed which have already 
been reviewed in past proceedings and have received Board Approval for future 
clearance.  For an explanation of which accounts are already approved for clearance in 
April/May 2010 and in July 2010, please see Exhibit B, Tab 7, Schedule 1, pages 1 & 2, 
as updated 2010-01-22.  
 
 
 

Witnesses: K. Culbert 
 A. Kacicnik 
 D. Small 
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SCHOOL ENERGY COALITION INTERROGATORY #1 
 
 
INTERROGATORY 
 
[Ex. A/3/1, p. 1]  Please confirm that the Applicant still proposes that new rates be 
effective January 1, 2010.  Please advise the methodology the Applicant proposes to 
use, if any, to recover any revenue shortfall, or refund any revenue overcollection, if the 
actual date the rates are changed is later than January 1, 2010.  Please provide rate 
schedules and rate impacts based on a the Application as currently before the Board, 
but an implementation date of May 1, 2010 (or a later date if the date is relevant to the 
Applicant’s proposal), reflecting the Applicant’s proposed recovery methodology.  
 
 
RESPONSE 
 
Yes, the Company’s proposal is that the new 2010 rates be effective January 1, 2010. 
 
The Company also proposes to recover any revenue shortfall or refund any revenue 
over-collection using Revenue Adjustment Rider (Rider E). 
 
The process of implementing new rates, including Rider E derivation, would be as 
described below.  This is consistent with the approach the Company proposed and the 
Board approved in test years 2005 – 2009 where in each year the new rates were 
implemented after the January 1st effective date.  
 
Interim Rates 
In its Procedural Order No. 1 the Ontario Energy Board (the Board) ordered that 
Enbridge’s rates in effect as at December 31, 2009 shall become interim rates effective 
January 1, 2010.  
 
Timing of Implementation of Final 2010 Rates into Billing 
From customer communication and billing perspectives, the Company prefers to 
implement new rates into billing through the established rate change process, that is, in 
conjunction with a Quarterly Rate Adjustment Mechanism (QRAM) rate change. 
Depending on the timing of the Board’s Final 2010 Rate Order, the Company would 
propose to implement final 2010 rates into billing in conjunction with either the April 1, 
2010 or the July 1, 2010 QRAM rate change. 
 

Witnesses: J. Collier 
 A. Kacicnik 
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Witnesses: J. Collier 
 A. Kacicnik 

Revenue Adjustment Rider (Rider E) 
Should the final 2010 rates be implemented on April 1, 2010, then Rider E will capture 
the difference in revenue between interim and final rates for the period between 
January 1, 2010 and April 1, 2010.  Similarly, Rider E will capture the difference in 
revenue between January 1, 2010 and July 1, 2010, should the final 2010 rates be 
implemented on July 1, 2010. 
 
The Rider E derivation / mechanism would be applied in the same way if final 2010 
rates were implemented in between QRAM rate changes such as May 1, 2010.  
However, as stated above, a rate change implementation outside of the QRAM is not 
desirable from customer communication and billing perspectives. 
 
Further, the Company would propose to clear Rider E on a one month prospective basis 
(i.e., over the month of April 2010 for April 1, 2010 implementation or over the month of 
July for July 1, 2010 implementation). 
 
2010 Rate Impacts and Schedules 
Note that there would be no change to the rate impacts or rate schedules presented in 
the Company’s evidence as both represent annualized impacts.  Rider E will capture the 
difference in revenue between interim and final rates for the period between January 1, 
2010 and the final 2010 rates implementation date. 
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SCHOOL ENERGY COALITION INTERROGATORY #2 
 
 
INTERROGATORY 
 
[Ex. B/1/1, p. 3]  Please advise the approvals, if any, the Applicant is seeking in this 
proceeding with respect to return on equity.  If any approvals are being sought, or any 
indications from the Board of the appropriateness of any future action or position, 
please advise what evidence the Applicant will be filing with respect to its 2010 cost of 
capital or any component thereof. 
 
 
RESPONSE 
 
The Company recently responded to a letter sent to the Board by counsel for the 
Industrial Gas Users Association in connection with this matter.  EGD’s response letter 
is attached for reference, at Exhibit I, Tab 4, Schedule 10.  At this time, the matter is still 
pending comment from the Board.  The letter, found at Exhibit I, Tab 4, Schedule 10, 
sets out EGD’s position regarding consideration of return on equity (specifically, for the 
purposes of earnings sharing calculations) in this proceeding.    
 
 
 
 

Witnesses: J. Denomy 
 M. Lister  
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SCHOOL ENERGY COALITION INTERROGATORY #3 
 
 
INTERROGATORY 
 
[Ex. B/2/1/A, p. 1]  Please provide the source of the 7.31% cost of long term debt in the 
calculation.  If it is from a previous proceeding, please provide the calculation and a 
reference to the Board’s decision approving it.  If it is not from a previous proceeding, 
please provide the calculation together with supporting evidence. 
 
 
RESPONSE 
 
The 7.31% cost of long term debt is the 2007 Board Approved rate contained within the 
2007 Test Year proceeding, EB-2006-0034 Phase I, Decision and Final Rate Order, 
Appendix A, Schedule 4.  A schedule in support of the rate, which was not part of the 
Rate Order, is attached.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Witnesses: K. Culbert 
 T. Ladanyi 
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Witnesses: K. Culbert 
 T. Ladanyi 

 
CALCULATION OF COST RATES

FOR CAPITAL STRUCTURE COMPONENTS

Col. 1 Col. 2 Col. 3

Average of
Line Monthly Carrying 
No. Averages Cost

($Millions) ($Millions)
Long and Medium-Term Debt

1. Debt Summary 2,250.0              164.4                 
2. Unamortized Finance Costs (15.6)                 -                    
3. (Profit)/Loss on Redemption -                    -                    

4. 2,234.4              164.4                 

5. Calculated Cost Rate 7.31%

Short-Term Debt

6. Calculated Cost Rate 4.12%

Preference Shares

7. Preference Share Summary 100.0                 5.0                     
8. Unamortized Finance Costs  (0.1)                   -                    
9. (Profit)/Loss on Redemption -                      -    

10. 99.9                   5.0                     

11. Calculated Cost Rate 5.00%

Common Equity

12. Cost Rate 8.39%

BOARD APPROVED 2007 TEST YEAR
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SCHOOL ENERGY COALITION INTERROGATORY #4 
 
 
INTERROGATORY 
 
[Ex. B/2/1/A. p. 2]  Please provide a continuity chart, broken down by asset class, for all 
of the assets included in rate base in this Y-Factor calculation, showing for each class 
the gross assets added in each year, depreciation taken and retirements, and closing 
assets, as well as the annual rate base calculation. 
 
 
RESPONSE 
 
The following page contains gross plant and accumulated depreciation continuity charts 
for the power generation projects. 
 
 

Witnesses: K. Culbert 
 T. Ladanyi 



 
 
 
 
 
 
  
 

 

W
itnesses: 

K
. C

ulbert 
 

           T. Ladanyi 

Col. 1 Col. 2 Col. 3 Col. 4 Col. 5 Col. 6 Col. 7 Col. 8 Col. 9 Col. 10

2008 2009 2010
Opening Closing Average of Closing Average of Closing Average of

Line Balance 2008 Balance Monthly 2009 Balance Monthly 2010 Balance Monthly
No. Jan.2008 Additions Dec.2008 Averages Additions Dec.2009 Averages Additions Dec.2010 Averages

($000's) ($000's) ($000's) ($000's) ($000's) ($000's) ($000's) ($000's) ($000's) ($000's)

1. Land rights  (471) -              7,359.9       7,359.9       306.7          -              7,359.9       7,359.9       -              7,359.9       7,359.9       

2. Mains  (475) -              14,965.6     14,965.6     7,499.8       6,586.1       21,551.7     16,886.5     475.0          22,026.7     22,006.9     

3. Measuring and regulating equip. (477) -              488.3          488.3          466.1          -              488.3          488.3          -              488.3          488.3          

4. Total -              22,813.8     22,813.8     8,272.6       6,586.1       29,399.9     24,734.7     475.0          29,874.9     29,855.1     

2008 2009 2010
Opening Closing Average of Closing Average of Closing Average of
Balance 2008 Balance Monthly 2009 Balance Monthly 2010 Balance Monthly
Jan.2008 Depreciation Dec.2008 Averages Depreciation Dec.2009 Averages Depreciation Dec.2010 Averages

($000's) ($000's) ($000's) ($000's) ($000's) ($000's) ($000's) ($000's) ($000's) ($000's)

5. Land rights  (471) -              -              -              -              (368.4)         (368.4)         (184.2)         (368.4)         (736.8)         (552.6)         

6. Mains  (475) -              (265.3)         (265.3)         (87.4)           (640.8)         (906.1)         (561.9)         (849.2)         (1,755.3)      (1,330.0)      

7. Measuring and regulating equip. (477) -              (23.1)           (23.1)           (10.6)           (25.2)           (48.3)           (35.7)           (25.2)           (73.5)           (60.9)           

8. Total -              (288.4)         (288.4)         (98.0)           (1,034.4)      (1,322.8)      (781.8)         (1,242.8)      (2,565.6)      (1,943.5)      

9. Rate Base - PP&E value (row 4. + 8.) 8,174.60     23,952.90   27,911.60   

POWER GENERATION GROSS PLANT
YEAR END BALANCES AND AVERAGE OF MONTHLY AVERAGES

POWER GENERATION CONTINUITY OF ACCUMULATED DEPRECIATION
YEAR END BALANCES AND AVERAGE OF MONTHLY AVERAGES
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SCHOOL ENERGY COALITION INTERROGATORY #5 
 
 
INTERROGATORY 
 
[Ex. B/4/5]  Please explain the large amount of unbilled revenue in Class 6 relative to its 
total revenue and relative to other classes. 
 
 
RESPONSE 
 
Within the Revenue Cap per Customer Incentive Regulation Model, consistent with the 
approach used to design rates in a cost of service environment, the Company uses the 
assignment of revenue requirement (Exhibit B, Tab 4, Schedule 10, pp.1-9) as a guide 
to establish proposed rates.  The assignment of revenue requirement for 2010 to Rate 6 
equals $852.24 million as shown at Exhibit B, Tab 4, Schedule 10, page 1, Column 3, 
Item 4.  The proposed revenue for Rate 6 equals $852.35 million as shown at Exhibit B, 
Tab 4, Schedule 5, page 1, Column 4, Item 2.  Rate 6 has a revenue to cost ratio of 1.0 
and therefore only recovers the allocated revenue requirement through the proposed 
billed and unbilled revenues.  This can be seen at Exhibit B, Tab 4, Schedule 10,  
page 1, Column 3. 
 
The amount of unbilled revenue is determined by measuring the change in unbilled 
revenue generated from rates applied to the December 2009 unbilled forecast of 
volumes and number of customers relative to revenue generated from the rates applied 
to the December 2010 unbilled forecast of volumes and number of customers.  Factors 
impacting the level of unbilled revenue between December 2009 and December 2010 
can include change in usage per customer, customer migration between sales and  
T-service, and contract rate classes. 
 
The factor leading to the level of Rate 6 unbilled revenue reflects a change from  
T-service to Sales service from December 2009 to December 2010 (i.e., proportionally 
more customers are forecast to be on sales service).  As sales service revenues include 
commodity costs, a higher level of unbilled revenue is produced for Rate 6.  In total the 
sum of the billed and unbilled revenue for Rate 6 recovers its allocated revenue 
requirement for 2010. 

Witnesses: J. Collier 
A. Kacicnik 
 I. Chan 
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SCHOOL ENERGY COALITION INTERROGATORY #6 
 
 
INTERROGATORY 
 
[Ex. B/7/1, p. 2]  Please provide a table showing, for each rate class, the total amounts 
of refunds to, or recoveries from, that rate class related to deferral and variance 
accounts, on a monthly basis commencing April 2010 and continuing for twelve months, 
and assuming that the Applicant’s proposals for clearance of accounts, in this and all 
other current and planned proceedings, are accepted by this Board. 
 
RESPONSE 
 
The table below shows the total rate class allocation of the 2008 Deferral and Variance 
account balances to be cleared as two equal installments in April and May 2010 as 
directed and approved by the Board in the 2008 Earnings Sharing Mechanism and 
Other Deferral and Variance Accounts Clearance Review, EB-2009-0055.  These 
amounts combine the principal and interest amounts shown in Columns 1 and 2, 
respectively, of the referenced exhibit above (Exhibit B, Tab 7, Schedule 1, p. 1). 
 

 

($000's)

1.1 RATE 1 15,848.7
1.2 RATE 6 1,214.0
1.3 RATE 9 (4.9)
1.4 RATE 100 6,195.3
1.5 RATE 110 3,151.0
1.6 RATE 115 135.9
1.7 RATE 125 (13.2)
1.8 RATE 135 62.2
1.9 RATE 145 (5.3)
1.10 RATE 170 (2,462.6)
1.11 RATE 200 259.7
1.12 RATE 300 (2.0)
1. 24,379.0

ALLOCATION OF 2008 DEFERRAL & VARIANCE
ACCOUNT BALANCES BY RATE CLASS, EB-2009-0055

 
 
At this time, the Company does not have a proposal for clearance of the 2009 accounts 
as information required is incomplete.  The principal and interest amounts shown in 
Columns 3 and 4 for deferral and variance accounts to be cleared commencing July 1, 
2010 are current estimates at a point in time.  Estimates for some accounts are not 
available at this time. 
 
An application to clear the 2009 account balances July 1, 2010 as agreed to in the  
EB-2007-0615 Settlement Agreement is planned for submission in March 2010. 

Witnesses: K. Culbert 
A. Kacicnik 
D. Small 
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SCHOOL ENERGY COALITION INTERROGATORY #7 
 
 
INTERROGATORY 
 
[Ex. C/1/1, p. 4]  Please advise what approvals, if any,  are being sought in this 
proceeding with respect to the clearance of the accounts listed in para. 5 on this page. 
 
 
RESPONSE 
 
Exhibit C, Tab 1, Schedule 1 along with Exhibit B, Tab 7, Schedule 1, are filed in order 
to provide information and the status of three distinct groupings of accounts; 
 
a) deferral and variance accounts and amounts which have already undergone a 

review or agreement and have received Board approval for future clearance, 
b) deferral and variance accounts which have received Board approval to be 

established for the recording of amounts but have yet to undergo a review of 
amounts requested for clearance and receive Board approval for future clearance 
and, 

c) deferral and variance accounts to be established  relative to the EB-2007-0615 
Board Approved settlement agreement for  the 2010 fiscal year 

 
With respect to the accounts listed within paragraph 5, no additional approvals are 
being sought within this proceeding but rather will be requested within a future deferral 
and variance account application for review and clearance approval. 
 
As indicated within Exhibit C, Tab 1, Schedule 1, page 4, paragraph 5, the accounts 
listed within the paragraph were all approved to be established in prior proceedings.  
Amounts in each of the 2009 CASDA, 2009 OBSDA & OBAVA, and the 2008 DSMVA, 
LRAM and SSMVA have already been reviewed or agreed to and approved by the 
Board for future clearance. 
 
For the remaining accounts in paragraph 5, EGD provided the list of accounts for 
reference purposes only and as indicated, is not seeking approval to clear them within 
the 2010 application but rather will seek a review and approval of amounts for future 
clearance in a 2009 Deferral and Variance Accounts for review application which is 
anticipated to be filed in March 2010.     
 
 
 

Witnesses: K. Culbert 
A. Kacicnik 
D. Small 
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SCHOOL ENERGY COALITION INTERROGATORY #8 
 
 
INTERROGATORY 
 
[Ex. C/1/1, p. 4]  Please advise which of the listed accounts in para. 5, if any, have a 
zero balance as of December 31, 2009.  If any of those accounts is proposed to be 
continued for 2010, please provide the reasons why the account remains necessary. 
 
 
RESPONSE 
 
EGD provided an update to Exhibit B, Tab 7, Schedule 1 reporting December 31, 2009 
balances on January 22, 2010.  Each of the referenced deferral and variance accounts 
is required for use in 2010 dependent on events and amounts which may occur relative 
to the approved description of the account.  Each of the referenced accounts was 
initially established in previous Board Approved Settlements or Decisions  
(EB-2009-0043, EB-2008-0408, and EB-2008-0106).   
 
 
 

Witnesses: K. Culbert 
A. Kacicnik 
D. Small 
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SCHOOL ENERGY COALITION INTERROGATORY #9 
 
 
INTERROGATORY 
 
[Ex. C/1/4, p. 5]  Please advise the total amount of PST paid by the Applicant in each of 
2008 and 2009, and disaggregate those totals into amounts charged to operating costs, 
and amounts charged to capital.  Please provide any forecasts in the Applicant’s 
possession dealing with PST, HST, and/or HST input tax credits for 2010, and the 
rationale and supporting analysis behind those forecasts.  
 
 
RESPONSE 
 
As indicated in response to Board Staff Interrogatory #14 at Exhibit I, Tab 1, 
Schedule 14, EGD does not currently record sales tax separately within its actual or 
budgeted financials.  EGD is in the process of analyzing, where possible, the impacts of 
HST to the Company from a cost and potential earnings impact and does not currently 
possess any forecasts of such impacts.  
 
Please see the response to BOMA Interrogatory #10 at Exhibit I, Tab 3, Schedule 10, 
for further discussion of the potential impact of the proposed PST / HST change.     
 
 
 

Witness: K. Culbert 
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VECC INTERROGATORY #1 
 
 
INTERROGATORY 
 
Is EGDI planning to file an application (similar to EB-2008-0055) regarding Earnings 
Sharing for 2009? Provide details. 
 
 
RESPONSE 
 
Yes.  EGD, annually within the term of the approved Incentive Regulation methodology, 
will file an Earnings Sharing Calculation, and Deferral and Variance account review 
application as soon as reasonably possible after the public release of year end financial 
results.   
 
This is in compliance with the description of Issue 11.1 in the EB-2007-0615 Board 
Approved Settlement Agreement, Exhibit N1, Tab 1, Schedule 1, pages 28 & 29 (filed 
for reference in this proceeding at Exhibit E3, Tab 1, Schedule 1).    
 
 
 

Witness: K. Culbert 
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VECC INTERROGATORY #2 
 
 
INTERROGATORY 
 
Exhibit B Tab 1 Schedule 3 Page 1 Table 1 

a) Provide the 2009 Q3 and 2009 Q4 Indices and Annualized Inflation Growth 
Rates. 

b) Compare these to the values in Table 1. 
c) Discuss how timing of the IRM adjustment can/should affect the estimate of the 

Inflation factor. 
 
 
RESPONSE 
 
a) Table 1 from Exhibit B, Tab 1, Schedule 3, page 1 has been updated for 2009 Q3 

data only as 2009 Q4 data is not available yet. 
 

Col. 1 Col. 2 Col. 3

Quarter Index Value Annualized Growth Rate

2006 Q4 108.50
2007 Q1 109.80
2007 Q2 110.60
2007 Q3 110.20
2007 Q4 110.60
2008 Q1 111.30
2008 Q2 112.40
2008 Q3 113.60
2008 Q4 114.20 3.25%
2009 Q1 114.40 2.79%
2009 Q2 114.40 1.78%
2009 Q3 114.30 0.62%

Average (Rounded to 2 decimal places) 2.11%

Table 1 - Inflation Factor 
Calculation of Inflation Factor with 2009 Q3 Result

 

Witness: J. Denomy 
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Witness: J. Denomy 

b) Once the 2009 Q3 annualized growth rate is considered in the inflation factor 
formula, thus removing the 2008 Q3 annualized growth rate, the 2010 estimated 
inflation factor has decreased to 2.11% from 2.73%. 

 
c) If the timing of the IRM adjustment takes place during a period of relatively low 

inflation, as measured by the Canadian GDP IPI FDD, a relatively low estimate will 
prevail.  Conversely, if the timing of the IRM adjustment takes place during a period 
of relatively high inflation, a relatively high estimate will prevail. 
 
However, the establishment of the GDP IPI FDD (including the timing of the data to 
be used) is stipulated in paragraph 2.1.1 of the IR Settlement Agreement which is 
filed in this proceeding at Exhibit E, Tab 1, Schedule 1. 
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VECC INTERROGATORY #3 
 
 
INTERROGATORY 
 
Customer Additions and Volume Forecast 
 
Exhibit B Tab 1 Schedule 4 Page 1; Exhibit B Tab 1 Schedule 5 Appendix B 
 

a) Does EGD have an econometric model to forecast residential customer 
additions? 

 
b) If so  

i. Provide details of the inputs, dependent and independent variables 
coefficients etc. 

ii. Show how the model was used to forecast the 2010 additions. 
 

c) If not provide a schedule that lists the sources of all significant inputs used by 
EGD to prepare the forecast, including employment, housing starts etc. 
 

d) How does EGD use the data for example use a median value of forecasts. 
 

e) Provide an update/comparison of 2009 actual data in column 7 of Table 1. 
 

f) Provide the latest 2010 forecast data from EGDs sources and provide a 
comparison the Data in Table 1, Column 8. 

 
g) Explain why forecast housing starts are so significantly reduced in 2010 given the 

continued expansion of the GTA.  In particular address why new construction is 
severely affected (31,739 - 22,616). Include in the explanation both positive factors 
such as the availability of low cost financing for builders and new homeowners as 
cited in paragraph 5 as well as negative factors. 

 
h) Does EGD agree that higher customer additions than forecast would boost net 

income and earnings in 2010? Please comment. 
 
 

Witnesses: I. Chan 
 J. Denomy 
 S. Murray 
 T. Ladanyi 
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RESPONSE 
 
a) The Company does not use an econometric model to forecast residential customer 

additions.  The customer additions forecasting process is a bottom up forecast 
meaning that the forecast is developed by the sales team using inputs from 
builders, economic information/trends, professional judgment and informed opinion.  
Please refer to Exhibit B, Tab 1, Schedule 4, paragraph 2 for an explanation of the 
Company’s customer additions forecasting process. 
 

b) i) Please see the Company’s response to question a). 
   

ii)  Please see the Company’s response to question a). 
 
c) Please see below the economic data and the source of each data series which is 

considered during the Company’s residential customer additions forecasting 
process. 

 

Witnesses: I. Chan 
 J. Denomy 
 S. Murray 
 T. Ladanyi 
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Col. 1 Col. 2
Variable: Source:

Regional Housing Starts Canadian Mortgage and Housing Corporation:  Housing Starts, 
Completions and Under Construction Activity Ledgers

Regional Unemployment Rate Statistics Canada - CANSIM II Database

Regional Employment Growth Statistics Canada - CANSIM II Database

Regional Consumer Prices Statistics Canada - CANSIM II Database

Ontario Real GDP Ontario Ministry of Finance - Quarterly Ontario Economic Accounts

Ontario Real Manufacturing Output Statistics Canada - CANSIM II Database

Ontario Wage Rate Statistics Canada - CANSIM II Database

Ontario Retail Sales Statistics Canada - CANSIM II Database

Ontario Housing Starts Statistics Canada - CANSIM II Database

Ontario Consumer Prices Statistics Canada - CANSIM II Database

Ontario Unemployment Rate Statistics Canada - CANSIM II Database

Ontario Employment Growth Statistics Canada - CANSIM II Database

1 Year Mortgage Rate Statistics Canada - CANSIM II Database

3 Year Mortgage Rate Statistics Canada - CANSIM II Database

5 Year Mortgage Rate Statistics Canada - CANSIM II Database

Real Residential Natural Gas Price Enbridge Gas Distribution Rate Handbook

Residential Customer Additions Variable Input Schedule

 
 
 
d) Each of the Regional-specific variables is forecast using the Company’s internal 

grassroots forecasting approach.   
 
Each of the Ontario-specific variables is forecast using an average of the outlook’s 
from Canadian banking and financial institutions. 
 
 

Witnesses: I. Chan 
 J. Denomy 
 S. Murray 
 T. Ladanyi 



 
 Filed:  2010-02-09 
 EB-2009-0172 
 Exhibit I 
 Tab 7 
 Schedule 3 
 Page 4 of 6 

Each of the mortgage rate variables is forecast using the Company’s internal 
grassroots forecasting approach.   
 
The assumptions used to generate the residential natural gas price forecast can be 
found in Exhibit B, Tab 1, Schedule 7, page18, paragraph 15. 

 
e)  
 

Col. 1 Col. 2 Col. 3
Variable 2009 Forecast 2009 Actual

ONTARIO REAL GDP (% CHANGE) -1.8 NA

MORTGAGE RATE 5 YEAR TERM (%) 5.23 5.63

ONTARIO HOUSING STARTS (000's) 55.1 50.4

CENTRAL REGION HOUSING STARTS (000's) 31.2 25.8

EASTERN REGION HOUSING STARTS (000's) 5.3 6.0

NIAGARA REGION HOUSING STARTS (000's) 0.9 1.0

FRANCHISE AREA HOUSING STARTS (000's) 37.5 32.7

Economic Outlook Summary - 2009 Comparison
Table 1

 
 
 

Witnesses: I. Chan 
 J. Denomy 
 S. Murray 
 T. Ladanyi 
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f)  

Col. 1 Col. 2 Col. 3

Variable Former 2010 
Forecast

Updated 2010 
Forecast

ONTARIO REAL GDP (% CHANGE) 2.1 2.7

MORTGAGE RATE 5 YEAR TERM (%) 5.37 5.60

ONTARIO HOUSING STARTS (000's) 56.8 59.1

CENTRAL REGION HOUSING STARTS (000's) 30.3 30.3

EASTERN REGION HOUSING STARTS (000's) 5.3 5.3

NIAGARA REGION HOUSING STARTS (000's) 1.0 1.0

FRANCHISE AREA HOUSING STARTS (000's) 36.6 36.6

Table 1
Economic Outlook Summary - 2010 Update

 
 
 
g) At the time when the 2009 Board Approved Budget of residential new construction 

customer additions was decided upon, the depth of 2009 recession had yet to be 
realized.  At that time, the Company expected customer additions to materialize in 
line with its recent past.  However, the 2010 forecast of residential new construction 
customer additions was generated with a more complete set of information.  As a 
result, the 2010 customer additions forecast was determined under the belief that 
the Ontario economy would likely be restructuring in 2010.   
 
In terms of positive trends which can support residential new construction customer 
additions in 2010, the Company identified historically low lending rates.  The 
Company maintains that lower lending rates may act as a boon to construction 
growth and lower rates may also act as a mitigating factor to further declines in the 
construction market.   
 
Negative trends, which the Company acknowledged when crafting its 2010 
residential new construction customer additions estimates, were a restructuring 
economy and the threat of competition from resale properties on housing starts.  
Following what was an active 2009 in the resale market, given exceptionally low 
mortgage financing rates, newly designed fiscal programs and more competitive 

Witnesses: I. Chan 
 J. Denomy 
 S. Murray 
 T. Ladanyi 
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Witnesses: I. Chan 
 J. Denomy 
 S. Murray 
 T. Ladanyi 

prices, the Company expects housing demand to continue to see competition from 
existing properties in 2010, but to a lesser degree than in 2009.   
 
Overall, with resale properties competing with new homes to satisfy housing 
demand, accompanied by a positive but restrained economic expansion, 2010 
customer additions, particularly residential new construction, will face challenges in 
2010.  However, accounting for sustained low lending rates and the continuation of 
government-sponsored programs, the Company feels residential new construction 
customer additions of 22,616 remains a reasonable estimate for 2010.  As well, the 
Company also maintains that total 2010 customer additions forecast is consistent 
with the above positive and negative factors. 

 
h) Higher customer additions than forecast could marginally  increase net income in 

2010 provided the incremental cost to attach such customers does not exceed the 
associated revenue. 
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VECC INTERROGATORY #4 
 
 
INTERROGATORY 
 
Exhibit B Tab 1Schedule 5 Page 12 Paras 23-25 

 
a) Provide more details of the estimate of 6.5% savings from new construction 

basement insulation. 
 

b) Show how this translates to the 1.8 106 m3 in Table 2. 
 

c) Does EGD have data on sales of mid- efficiency furnaces in 2009 (since the 
notice of Regulation was issued). 

 
d) Explain why an assumption of all new and replacement furnaces meeting 

90% efficiency cannot be used. 
 
 
RESPONSE 
 
(a) As previously explained in EB-2008-0219, Exhibit I, Tab 7, Schedule 6, part g and 

paragraph 23 of Exhibit B, Tab 1, Schedule 5, page 12, 6.5% is calculated by 
applying the Government of Ontario’s estimated savings of 6.5% (=28%-21.5%) 
which is the difference between the new building code effective December 31, 2008 
(28%) and the old building code effective December 31, 2006 (21.5%).  

 
(b) As stated in paragraph 23 of Exhibit B, Tab 1, Schedule 5, page 12, 1.8 106m3 is 

calculated by multiplying the 6.5% mentioned above to the 2009 residential new 
construction customer estimate volumes that have space heating furnaces.  As 
most of the new customers will not move to their new houses and start consuming 
gas effective January 1 2009, the currently reported 1.8 106m3 impact reflects the 
first year’s partially effective impact.  Beyond 2009, the fully effective impact of this 
new building code will be much larger than this first year’s impact, all else being 
equal.   

 
(c) No. 
 
(d) In contrast to the changes to Building Code in respect of which the Government of 

Ontario provided estimated energy savings to the public, Natural Resources 
Canada did not provide corresponding numbers for the amended Regulations that 

Witnesses: I. Chan 
 T. Ladanyi 
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Witnesses: I. Chan 
 T. Ladanyi 

are effective December 31, 2009 and require that the minimum performance level, 
Annual Fuel Utilization Efficiency (“AFUE”), for residential gas-fired furnaces will be 
90% (high-efficiency) instead of the previous 78% (medium-efficiency).  As 
mentioned in paragraph 25 of Exhibit B, Tab 1, Schedule 5, due to lack of public 
data availability the corresponding further reduction in average use has not been 
incorporated into the current volumetric forecast, however, the non-weather impact 
in average use would be subject to the true-up mechanism (AUTUVA).   
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VECC INTERROGATORY #5 
 
 
INTERROGATORY 
 
Exhibit B Tab 1Schedule 5 Page 32 Para 51 
 

a) Update the 2009 total volumes to reflect actual. 
 

b) Discuss the main variances and implications for the 2010 forecast. 
 
 
RESPONSE 
 
(a) Consistent with previous filings, 2009 actual volumes will be filed as part of 2009 

Earnings Sharing Mechanism and Other Deferral and Variance Accounts Clearance 
Review.  This is in accordance with the EB-2007-0615 Settlement Agreement which 
provides that the Company will submit the 2009 actual results following the 
completion of Company’s audited year end results approved for public release.  

 
(b) Same as above. 
 

Witnesses: I. Chan 
 T. Ladanyi 
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VECC INTERROGATORY #6 
 
 
INTERROGATORY 
 
Exhibit E, Tab 1, Schedule 1- Settlement Agreement 
 
a) Provide the 2009 Average Use True Up Calculation in accordance with the EB-2007-

0615 Settlement Agreement Paragraph 4.1 and the methodology regarding 
"Average Use True-Up Variance Account" or "AUTUVA"). 
 

b) Discuss whether (given the timing) this adjustment should be included in the 2010 
DRR calculation or retained in the AUTUVA for disposition in spring 2010. 

 
 
RESPONSE 
 
a) As indicated in the response to SEC Interrogatory #7 at Exhibit I, Tab 6, 

Schedule 7, EGD will be seeking a review and requesting approval of the 2009 
AUTUVA balance within its application for a review of a 2009 Earnings Sharing 
Mechanism calculation, scheduled to be filed in March 2010.  As a result, the 
Company will provide responses to account detail requests within that proceeding. 

 
b) The impact of changing average use information and its impact on volume forecasts 

is determined in accordance with the established methodologies and procedures 
previously approved by the Board.  The determination of the amount in the 
AUTUVA has been calculated in the manner prescribed and approved by the Board 
within the EB-2007-0615 Settlement Agreement.   
 
In accordance with the Settlement Agreement, the amount in the 2009 AUTUVA is 
specific to variances which have occurred in the 2009 Fiscal Year relative to 
average use assumptions which underpinned Rate 1 and Rate 6 volumes in setting 
2009 rates.  Consistent with previous filings, the 2009 AUTUVA would be disposed 
as part of the 2009 Earnings Sharing Mechanism mentioned above.  Consequently, 
this 2009 adjustment should not be included in the 2010 DRR calculation. 

 
         

 
 
 

Witnesses: I. Chan 
 K. Culbert 
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VECC INTERROGATORY #7 
 
 
INTERROGATORY 
 
Exhibit B-2- 2, Updated 2010-01-22. Table 2 
 
a) Provide details of the current 2010 low income program initiatives and Budgets 

including a breakdown between the Social Housing and owner occupied housing 
sectors. 

 
b) Detail what steps EGD will take if the Government provides direction on low income 

DSM during the rate year. Include the constraints on increasing the Low Income 
program budget and ramping up the delivery of the programs. 

 
c) Is EGD spending money on program development for the Multi-residential (non 

social housing) sector? If so provide details f the budgets initiatives and timing. 
 

d) What is the upset $ limit on the use of the DSMVA for Low income spending relative 
to the $1,666,980 base budget? 

 
e)  What are the constraints on the use of DSMVA to enhance the LI programs (e.g. 

TRC)? 

 
RESPONSE 
 
Enbridge’s 2010 DSM Plan for the low income sector was filed in EB-2009-0154, Phase 
II.  With the exception of the low income solar thermal water heater proposal, this Plan 
was approved as filed in the Board’s Decision and Order, dated December 14, 2009.   

 
The evidence filed in this proceeding to support the amount of the DSM Y-Factor has 
been updated to reflect removal of $1.4 million for the solar thermal water heater 
proposal but otherwise no changes are being proposed to the low-income DSM 
program.  Please refer to Exhibit B, Tab 2, Schedule 2, page 4, updated 2010-01-22.   

 
a) Please refer to EB-2009-0154, Phase II, Exhibit D, Tab 2, Schedule 1, pages 1 to 4, 

filed 2009-10-15, for program details and budgets.  The Enbridge low income 
programs are not delineated by housing sector. 

 

Witnesses: A. Mandyam 
 P. Squires 
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Witnesses: A. Mandyam 
 P. Squires 

b) Please refer to Enbridge’s response to VECC Interrogatory #1, part (d), filed at  
EB-2009-0154, Phase II, Exhibit 1, Tab 8, Schedule 1.  

 
c) There are no program development costs specific to the multi-residential non-social 

housing sector. 
 

d) In a letter dated September 28, 2009, the Board directed Enbridge and Union Gas 
to “file 2010 DSM [low income] plans based on the existing DSM framework.”  
Under this framework, established in the EB-2006-0021 Generic DSM Proceeding, 
recovery of program expenditures via the DSMVA of up to 15% of the approved 
budget is not program specific and accessible only when the overall DSM portfolio 
TRC target is achieved.    

 
e) As described in part (d) above, the parameters of the DSMVA are not program 

specific.  The Board-approved rule for accessing the DSMVA is that “the utility may 
recover the amounts in the DSMVA from ratepayers provided it has reached its 
annual TRC savings target on a pre-audited basis and the DSMVA funds were used 
to produce TRC savings in excess of that target on a pre-audited basis.”  
(EB-2006-0021 Decision with Reasons, p. 13). 
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VECC INTERROGATORY #8 
 
 
INTERROGATORY 
 
Exhibit B Tab2 Schedule 1:  

a) Provide the total cost of each of the York Region and Greenfield South projects;  

b) Provide a summary of the EBO 188 Feasibility analysis for each project including 
NPV of costs and revenues and PI. 

c) Provide the in-service date) on the status of  the York Regional Energy Centre 
project. 

d) Please provide an update (in-service date etc) on the status of the Greenfield 
Pipeline. 

e) Why should the Greenfield project be included in 2010 unless there is a firm 
contractual commitment? 

f) Please advise whether the Board has granted Leave to Construct for either or 
both of the York Region and Greenfield projects. 

 
 
RESPONSE 
 
a) As indicated in Ex. B, T2, S1, page 2, the total project cost for the York Energy 

Centre Pipeline Project is estimated to be $39.1 million, details of the costs are 
outlined in EB-2009-0187 Leave to Construct application at Exhibit C, Tab 2, 
Schedule 1.   
 
The total project cost for the Greenfield South Pipeline Project is forecast to be 
$2.04 million as indicated in Ex. B, T2, S1, page 2.   Contractual commitment for the 
Greenfield South project is outstanding, therefore no leave to construct application 
has been filed to date. 

 
b) A summary of the feasibility analysis for the York Energy Centre Pipeline Project 

was filed in the EB-2009-0187 Leave to Construct application at Exhibit E, Tab 1, 
Schedule 2.   
 
For the Greenfield South Pipeline Project, refer to a) above. 

Witnesses: K. Culbert 
 T. Ladanyi 
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Witnesses: K. Culbert 
 T. Ladanyi 

 
c) The in-service date of the York Energy Centre Pipeline Project is April 15, 2011.  
 
d) The in-service date for the Greenfield South Pipeline Project is forecast to be in 

2011, pending contractual commitment to proceed with the project. 
 
e) The Greenfield South Pipeline Project is forecast to begin in 2010 with an in-service 

date within 2011.  It is not included within the power generation revenue 
requirement determination for 2010. 

 
f) The York Energy Centre Pipeline Project Leave to Construct application,  

EB-2009-0187, was filed with the Board on September 3, 2009.  Board decision is 
pending. 
 
A Leave to Construct application has not been filed with the Board for the 
Greenfield South Pipeline Project. 
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VECC INTERROGATORY #9 
 
 
INTERROGATORY 
 
Exhibit B Tab 3 Schedule 1Page 4Para 11 and 14 
 

a) Provide a summary of the December 2009 Pension Valuation. 
 

b) Compare this to the Mercer estimates at Para 14. 
 

c) Confirm whether or not  the valuation has been filed with the FCSAO. 
 

d) Discuss the implications of the valuation for the  Proposed  Z Factor. 
 

e) Explain why EGD has not updated its Z factor request of $18.9 million in the 
updated Exhibit B Tab 1 Schedule 2 at line 25? 
 

f) Provide a 2010Revenue requirement calculation schedule for pension funding to 
reflect the updated December valuation. 

 
g) Confirm the Impact on the updated DRR of $1 ,003.26 million at line 28 of B-1-2 

page 1. 
 

h) Why should not the proposed pension cost variance account(  Para. 29) use the 
December 2009 estimate as the “fulcrum” rather the $18.9 million 2008 estimate? 

 
 
RESPONSE 
 
a) The valuation at December 2009 will become available in April 2010. 

 
b) This comparison can be done only after the valuation as at December 31, 2009 

becomes available. 
 

c) The valuation is not currently available, thus has not been filed. 
 

d) The implications for the proposed Z-factor will be known after the valuation 
becomes available in April 2010. 
 

Witnesses: J. Haberbusch 
 N. Kishinchandani 
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Witnesses: J. Haberbusch 
 N. Kishinchandani 

e) The Z factor request has not been updated on account of non-availability of updated 
information.  
 

f) The December 2009 valuation is not currently available, thus this calculation cannot 
be completed. 
 

g) The impact can be provided only after the valuation as at December 2009 becomes 
available. 
 

h) Only a formal year-end valuation can form basis of determination of contributions.  
Interim estimates provide guidance, but do not qualify to form the basis of 
determination of such contributions.  The Company acknowledges that the 
performance of financial markets in 2009 will likely result in the final contribution 
requirement being in the lower end of the contribution range of $3.0 million and 
$18.9 million noted in the evidence, however a final determination can only be made 
once the valuation report at December 31, 2009 becomes available.  
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VECC INTERROGATORY #10 
 
 
INTERROGATORY 
 
Exhibit B Tab 3 Schedule 2, Page 4 Para’s 11 and 12 
 

a) Provide the history of cross bore incidents and remediation costs since 2005. 
 

b) Explain why the problem was not part of the 2007 base capital and operating 
budgets leading into the IRM plan. 

 
c) Justify/qualify in more detail than provided at Para 33, the cross bore issue and 

proposed 2010 Z factor and DRR of $3.64 million based on each of the Board’s Z 
factor criteria.  
 

d) Provide a multi-year plan for Cross Bore work. 
 

e) Provide a Schedule that sets out the historic and projected cost by major capital 
and O&M cost category and the DRR corresponding to the multi-year plan. 

 
 
RESPONSE 
 
a) Enbridge began to collect crossbore information in 2007.   

 
  Year # Cross bores discovered 

 
2007 3 
2008 7 
2009 4 
2010 1 

 
The most recent cross bore was found on February 3, 2010 in Niagara-on-the-Lake. 
A NPS 2 PE gas main was found that had penetrated a NPS 6 sewer lateral.  The 
cross bore was discovered during the process of obtaining sewer locates by 
Enbridge’s private service provider prior to the installation of a new gas service.  
This is an example of the success of Enbridge’s current construction procedures 
that were implemented to eliminate the creation of new cross bores. 

 
The approximate cost for remediation is $5000 per occurrence. 

Witnesses: C. Clark 
 L. Lawler 
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b) Costs related to crossbores were not part of the 2007 base costs or rates leading 

into the IRM plan because the issues and associated costs were not well enough 
known at that time.  In 2007, Enbridge was working to determine the scope of the 
crossbore problem.  The Company did not have enough history, knowledge or cost 
information to include program costs in the 2007 base capital and operating 
budgets leading into the IR plan period.   
 

c) The Company has filed detailed information underlying the principal elements of its 
forecast of capital and operating budgets related to its sewer lateral initiative for the 
2010 Test Year at Exhibit B, Tab 3, Schedule 2 in Attachment B.   
 
This information provides a detailed program breakdown for the following: 

i) $1.5 million - New construction and excavation techniques; 
ii) $1.0 million - Investigation and identification of potential crossbore 

locations; 
iii) $2.7 million - Public information communication campaign and follow up; 
iv) $0.3 million - IT upgrades and tracking methodology; and 
v) $0.3 million - Research and development program.  

  
The revenue requirement for the Company’s forecast of operating and capital 
expenditure costs in the 2010 Test Year has been filed as Appendix B to Exhibit B, 
Tab 3, Schedule 2.  
 
At paragraph 33 of Exhibit B, Tab 3, Schedule 2, and throughout that Schedule, 
Enbridge set out the reasons why the sewer lateral initiative qualifies for Z-factor 
treatment.   The evidence makes clear that neither the urgency, nor the cost/scope 
of the sewer lateral initiative were fully known at the time that the IR settlement was 
reached, and that the Company now needs to undertake these activities to address 
emerging safety concerns.   

 
d) The Company is unable to provide a multi year plan or forecast of activity for 

crossbore work at this point.  Awareness of the issue and the related response to 
customer inquiry, as well as the programs cost will be driven by the ‘uptake’ of the 
program.   
 
Similar to “Call Before You Dig” program, the units of response required will tend to 
increase over time as public awareness increases.  At this early stage of the sewer  
lateral initiative, attempting to forecast customer response to the communication 
activity would be very difficult.   
 

Witnesses: C. Clark 
 L. Lawler 
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 L. Lawler 

It is precisely for this reason that the Company has proposed a variance account in 
order to track differences between the actual costs and the forecast of costs that 
the Company is proposing to recover through the Z-factor.  This proposed cost 
recovery mechanism will ensure that it is only the incremental costs actually 
incurred that are ultimately recovered from ratepayers. 
 

e) Please refer to the response provided in point “d” above. 
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VECC INTERROGATORY #11 
 
 
INTERROGATORY 
 
Exhibit E Tab 1, Schedule 1 Page 55- Settlement Agreement 
 

a) Provide a schedule that compares the 2010 allocation to Rate Classes to that 
shown at page 55 of the EB-2007-0615 Settlement Agreement. 
 

b) Comment on the differences for the Rate 1 and Rate 6 classes. 
 
 
RESPONSE 
 
a) A similar schedule to Exhibit N1, Tab 1, Schedule 1, page 55 of the Settlement 

Agreement was provided as part of the 2010 Application (EB-2009-0172) at 
Exhibit B, Tab 4, Schedule 10, page 7.  Both exhibits are provided on the next page 
for ease of comparison.   

 
b) The assignments of DRR before Y and Z factors for 2010 (Table 2, Item 1.0) have 

remained fairly consistent with the estimates for 2010 from EB-2007-0615 as 
contained in the Settlement Agreement (Table 1, Item 1.5).   

 
Rate 1 assignment for 2010 is relatively unchanged from the estimate.  Rate 6 
assignment is higher than the estimate, reflecting customer migration from contract 
rates to Rate 6.  Please note that the Company’s IRM Model allows forecasts and 
allocators to be updated annually.  This ensures that the assignment of revenue 
requirement by rate class and consequently rate impacts, remains responsive to 
factors such as customer growth, volumetric gains or losses, and customer 
migration between various rates and service offerings. 

 
The Total DRR for 2010 (Table 2, Item 2.0) is higher than the estimate (Table 1, 
Item 1.0) mostly due to proposed Z-factors for Pension Funding and Cross 
bores/Sewer Laterals, raising Total DRR assignments for Rate 1 and Rate 6 
accordingly.  

 

Witnesses: A. Kacicnik 
 M. Suarez 
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VECC INTERROGATORY #12 
 
 
INTERROGATORY 
 
Exhibit E Tab 1, Schedule 1 Page 58- Settlement Agreement 
 

a) Provide an update and comparison to the Schedule shown at Page 58, including 
actual and forecast rate impacts and actual and forecast base DRRs 2008-2012. 
 

b) Provide an update/comparison of Bill impacts2008-2012 in the schedule on Page 
59 of the settlement Agreement. 

 
 
RESPONSE 
 
a) Please see table on page 2. 
 
b) Please see table on page 3. 
 
 

Witnesses: J. Collier 
A. Kacicnik 
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VECC INTERROGATORY #13 
 
 
INTERROGATORY 
 
Exhibit B Tab 4 Schedule 1 Page 7 of 8 Plus Appendix 

a) Provide the details of the costs underlying new System Gas Administration 
charges (similar to Appendix A for DPAC, except include derivation of 
incremental costs). 
 

b) Compare to historic costs. 
 

c) Delineate the change in the allocation of this cost to system gas customers. 
 

d) Provide the 2010 (forecast) of system gas customers in each class compared to 
2009 (forecast and Actual). 

 
e) Is the SG admin charge a fixed or variable cost (or both)? 

 
 
RESPONSE 
 
a) The System Gas Fee was updated for the 2010 rate adjustment application using 

the incremental costing methodology approved by the Board in the Commodity 
Pricing, Load Balancing and Cost Allocation Methodologies for Natural Gas 
Distribution proceeding (EB-2008-0106).   
 
The details of the incremental costs comprising the System Gas Fee are presented 
in the table below.   

 

 

2010 Incremental Costs
System Gas

Gas Acquisition 272,822$                                   
Contract Management 208,155$                                   
Nominations 141,597$                                   
Invoicing & Payment Processing 122,349$                                   
Demand Forecasting & Supply Planning 68,585$                                     

Total incremental costs for activities 813,508$                                   
Fringe benefits for labour component of incremental costs 373,500$                                   

TOTAL 1,187,008$                                 

Witnesses: J. Collier 
A. Kacicnik 

 M. Suarez 
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b) Historic costs were also provided in EB-2008-0106 as part of the interrogatory 

response to the Gas Marketer Group (Exhibit IR8, IR14, IR18, IR19, Schedule 27, 
pp. 2 and 3).  The response is replicated below.  
 

d) The functions identified as system gas related pertain to the roles and responsibilities 
which were performed at that time.  The grouping of the responsibilities into functions 
may not be comparable to the 2009 grouping of functions however the overall 
incremental cost amount is comparable.  The breakdown of the existing level of 
incremental costs for the system gas functions is as follows: 
 

System Gas
Gas Acquisition 270,460$                                                             
Risk Management 68,800$                                                               
Contract Management 86,818$                                                               
Nominations 33,907$                                                               
Invoicing & Payment Processing and reporting 142,921$                                                             
Supervision 89,537$                                                               
Billing 6,157$                                                                 

Total incremental costs for activities 698,600$                                                             
Fringe benefits for labour component of incremental costs 186,212$                                                             

TOTAL 884,812$                                                             

Incremental Cost Estimate for 2002

 
 
e) The breakdown of the $1.14M system gas costs by function for 2009 based on the 
proposed incremental costing approach is as follows: 
 

System Gas
Gas Acquisition 257,398$                                                                   
Contract Management 200,738$                                                                   
Nominations 145,641$                                                                   
Invoicing & Payment Processing 115,433$                                                                   
Demand Forecasting & Supply Planning 64,708$                                                                     
Direct Purchase Billing Adjustments N/A

Total incremental costs for activities 783,918$                                                                   
Fringe benefits for labour component of incremental costs 354,252$                                                                   

TOTAL 1,138,169$                                                                

Incremental Cost Estimate for 2009

  
 

The current System Gas Fee has remained based on $884k (i.e., 2002 level of 
incremental cost) since 2002.  Incremental cost estimates were provided for 2009 
as part of the evidence in EB-2008-0106.  The Company has updated the level of 
these incremental costs for the 2010 Rate Adjustment as per the Board’s 
Decision in EB-2008-0106. 

 
 

Witnesses: J. Collier 
A. Kacicnik 

 M. Suarez 
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Witnesses: J. Collier 
A. Kacicnik 

 M. Suarez 

c) As per the Board’s Decision in EB-2008-0106, there is no change in the 
allocation methodology of incremental costs to support System Gas Management 
to customers, only the level of incremental costs is updated for 2010.  The cost is 
allocated to rate classes on the basis of System Gas Sales (volumetric), thereby 
resulting in the same unit rate for each rate class (see Exhibit B, Tab 4, 
Schedule 7, page 1, Line 3.3).  The proposed system gas fee equals 
0.0224 cents/m3 for all rate classes.  The System Gas Fee is recovered as part of 
the Gas Supply Charge.   
 

d) The forecast of system gas customers for 2010 and for 2009 is provided below, 
with references to exhibits filed.  As actual average customers for 2009 are 
unavailable at this time, the 2009 estimate is provided instead. 

 
Please note that incremental system gas costs, or the System Gas Fee, are 
allocated to rate classes on the basis on system gas sales volumes, not system 
gas customers. 

 

2010 Budget 2009 Budget 2009 Estimate
EB-2009-0172 EB-2008-0219 EB-2009-0172

ExB T1 S5 AppA p.1 ExB T1 S5 AppA p.1 ExB T1 S5 AppA p.2

Rate 1 1,152,358                      1,096,540                      1,131,079                    
Rate 6 108,729                         103,202                         108,689                       
Rate 9 24                                  25                                  24                                
Rate 100 -                                -                                 30                                
Rate 110 36                                  33                                  35                                
Rate 115 1                                    1                                    1                                  
Rate 135 4                                    1                                    4                                  
Rate 145 12                                  9                                    12                                
Rate 170 6                                    4                                    6                                  
Rate 200 1                                    1                                    1                                  

Total System Gas 1,261,171                      1,199,816                      1,239,881                    

System Gas Average Customer by Rate Class

 
 

 
e) As highlighted in response to c) above, the System Gas Fee is a variable charge 

recovered as part of the Gas Supply Charge to System Gas customers. The 
same unit rate of 0.0224 cents/m3 applies to all rate classes.   
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VECC INTERROGATORY #14 
 
 
INTERROGATORY 
 
Exhibit B, Tab 4, Schedule 6 Page 1 Item 1.01 Exhibit B Tab 4 Schedule 9 Page 2 
 

a) Provide details of the agreement in the EB-2007-0615 Settlement Agreement 
regarding Residential Customer Charges. 
 

b) Provide details of the 2007 (base), 2008 and 2009 residential customer charges. 
 

c) Explain why the Increase in the 2010 Customer charge from $16.00 to $18.00 is 
appropriate and in line with the Settlement Agreement. 
 

d) For a low volume Residential customer with most consumption in the first rate 
block provide a schedule that shows the impact on the Distribution portion of the 
bill and total bill impact of the $2.00 change in customer charge. Compare this to 
the average DRR change of 1.7% and average total bill impact. 

 
 
RESPONSE 
 
a) and b)   The 2007 Monthly Residential Customer Charge was $11.95.  The following 

table outlines the annual changes to Monthly Residential Customer Charges agreed 
upon in the Settlement Agreement: 

 

Year Rate 1
2008 $14.00
2009 $16.00
2010 $18.00
2011 $19.00
2012 $20.00

Changes to Monthly Customer Charges ($)

 
 

This information can be found at Exhibit E, Tab 1, Schedule 1, (p. 33 of the 
Settlement Agreement). 

Witnesses: J. Collier 
A. Kacicnik 
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Witnesses: J. Collier 
A. Kacicnik 

c) The 2010 customer charge increase from $16.00 to $18.00 reflects Section 12.3.1 
of the Settlement Agreement, as shown in the Table in response to a) and b).  As is 
agreed upon in this section, the current Board-approved rate design principles have 
been maintained, and the agreed upon monthly charge increase has been made on 
a revenue neutral basis within the rate class. 
 

d) A low volume customer consumes approximately 1,081 m3 per year and generally 
uses natural gas for water heating and one other life style application such as a 
natural gas fireplace or natural gas range.  This type of customer represents 
approximately 1% of the residential customers on Enbridge’s system.  The average 
residential customer uses natural gas for space and water heating and consumes 
approximately 2,622m3 per year.  Approximately 90% of Enbridge customers use 
natural gas for space and water heating. 
 
Impacts for General & Water Heating and Average Customers are shown in the 
following table. 

 
 

Residential Customer Type With 
Annual Consumption T-Service % Impact Total % Bill Impact

General & Water Htg. (1,081m3) 5.30% 3.10%
Average Customer (2,622m3) 1.70% 0.70%  
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VECC INTERROGATORY #15 
 
 
INTERROGATORY 
 
Exhibit B Tab 7 Schedule 1 
 

a) Provide details of the costs underlying the Manufactured Gas Plant D/A 2009 
MGPDA and Balance of $ 206,600 plus interest of $10,500. 
 

b) Confirm that the balance in the 2009 Manufactured Gas Plant DA (“MGPDA”) will 
be transferred into a 2010 MGPDA. 
 

c) With regard to Open Bill Service D/A 2009 OBSDA  $539,400 and. Open Bill 
Access V/A 2009 OBAVA  $476,700 confirm that the EB-2009-0043 Settlement 
Agreement indicates the balances in the 2008 Open Bill deferral and variance 
accounts would be transferred to 2009 accounts. 

 
d) Indicate when these balances will be subject to prudence review and disposition. 

 
 
RESPONSE 
 

a) Please see response to SEC Interrogatory #7 at Exhibit I, Tab 6, Schedule 7 and 
VECC Interrogatory #6 at Exhibit I, Tab 7, Schedule 6. 

 
b) Confirmed, as indicated in evidence at Exhibit C, Tab 1, Schedule 1, page 5, 

paragraph 7. 
 

c) Confirmed, as shown in evidence at Updated 2010-01-22, Exhibit B, Tab 7, 
Schedule 1. 

 
d) Please see response to SEC Interrogatory #7 and VECC Interrogatory #6. 

 

Witnesses: K. Culbert 
A. Kacicnik 
D. Small 
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VECC INTERROGATORY #16 
 
 
INTERROGATORY 
 
Exhibit B Tab 7 Schedule 1 
 

a) Provide an updated copy of the IFRS Compliance Plan. 
 

b) With regard to the. International Financial Reporting Standards Transition Costs 
D/A (2009 IFRSTCDA) balance of $2,060,300 provide more details of the Costs 
incurred relative to the milestones in the plan. 

 
c) Provide a forward projection 20010-2012 of IFRS Compliance costs relative to 

the Plan. 
 
 
RESPONSE 
 
EGD is continuing work towards achieving its IFRS project plan which was filed on 
April 27, 2009 within EB-2008-0219 at Exhibit TCU-2.1.   
 
As indicated in response to SEC Interrogatory #2 at Exhibit I, Tab 6, Schedule 2, EGD 
is not seeking the review and approval of the 2009 related deferral and variance 
account balances in this proceeding but rather will be filing an application for the review 
and approval of these accounts in an application in March 2010.     
 
The 2009 IFRSTCDA and balances will be included in the list of accounts to be 
reviewed.  EGD will respond to all questions relating to the review of the account in that 
proceeding.    
 
 
 

Witnesses: K. Culbert 
N. Kishinchandani 
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VECC INTERROGATORY #17 
 
 
INTERROGATORY 
 
Exhibit B Tab 7 Schedule 1 
 

a)  With regard to 2009Transactional Services D/A (2009 TSDA) and balance 
($7,062,100) and  2008Transactional Services D/A (2008 TSDA) ( $6,476,000) 
provide EGDIs plan for prudence review and disposition of these amounts. 

 
 
RESPONSE 
 
The 2008 Transactional Services Deferral Account (TSDA) balance has already been 
reviewed in the EB-2009-0055 proceeding and approved by the Board for clearance in 
April and May of 2010 in its Decision and Order of August 7, 2009 and a supplementary 
Decision and Order dated January 6, 2010. 
 
Please see responses to SEC Interrogatory #7 at Exhibit I, Tab 6, Schedule 7 and 
VECC Interrogatory #6 at Exhibit I, Tab 7, Schedule 6, regarding EGD’s plan for a future 
review and approval for disposition of an amount in the 2009 TSDA.  
 

Witnesses: K. Culbert 
A. Kacicnik 
D. Small 
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VECC INTERROGATORY #18 
 
 
INTERROGATORY 
 
Exhibits B Tab 7 Schedule 1: C Tab 1Schedule 1 Clearance of Accounts 
 

a) Confirm that 2007 Demand Side Management Account 2007 DSMVA ($616,100) 
plus interest ($127,500) and the 2008 Transactional Services D/A 2008 TSDA 
(6,476,000) plus interest(101,000) will be cleared in April/May 2010. 

 
b) Provide  details of the derivation of the large amount of interest on the 2007 

DSMVA. 
 

c) Provide details of the prudence review for the 2008 TSDA Balance. 
 

d) Why cannot the 2008 Demand Side Management Account 2008 DSMVA - - 
($73300) ($56,200 interest) and 2009Transactional Services D/A (2009 TSDA) 
(balance $7,062,100) also not be cleared in April/May? 

 
e) Provide  details of the derivation of the large amount of interest on the 2008 

DSMVA. 
 
 
RESPONSE 
 
a) EGD will clear these account balances in April/May 2010 along with all other 

deferral and variance account balances as ordered for clearance in the  
EB-2009-0055, January 6, 2010 Decision and Order. 

 
b) & e) The interest calculated for the 2007 and 2008 DSMVA, is determined by 

applying the Board’s quarterly prescribed interest rate for deferral and variance 
accounts to a DSMVA principal balance.  Interest on the 2007 DSMVA accumulated 
over a period of three years while interest on the 2008 DSMVA accumulated over a 
period of two years.  The balances in each of the accounts, upon which interest was 
calculated, were in higher credit positions prior to the year end actual and audited 
results presented to, and approved by, the Board.  In addition to the duration and 
balances upon which interest was calculated, the interest rate in effect for the 
majority of the time period was significantly higher than the current Board 
prescribed rate.  The interest credit amounts, to the benefit of ratepayers, were 
derived in consideration of the above factors.  

 

Witnesses: K. Culbert 
A. Kacicnik 
D. Small 
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Witnesses: K. Culbert 
A. Kacicnik 
D. Small 

c) As indicated in response to VECC Interrogatory #17 at Exhibit I, Tab 7, 
Schedule 17, the review of the 2008 TSDA balance occurred in the EB-2009-0055 
proceeding.  The Board’s Decision in that proceeding dated August 7, 2009, 
approved a principal balance in the amount of $6,476,000 credit for the 2008 TSDA. 

 
d) The 2008 DSMVA balances were agreed to and proposed to the Board by parties in 

the EB-2009-0341 DSM proceeding, to be cleared July 1, 2010.  The Board 
ultimately approved the clearance of the accounts for July 1, 2010 in its  
EB-2009-0341 Decision dated January 19, 2010.   
 
As indicated in the response to VECC Interrogatory #17, EGD will be requesting a 
review and approval of the clearance of the 2009 TSDA in a future application and 
cannot clear its balance until approved by the Board. 
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VECC INTERROGATORY #19 
 
 
INTERROGATORY 
 
Exhibits B Tab 7 Schedule 1; C Tab 1Schedule 1 
 

a)  Confirm  that  the. 2010 Pension Funding Cost VA (“PFCVA”), and 2010 
Crossbores / Sewer Laterals Bore VA (“SLCBVA”) accounts are contingent on the 
approval of the related Z-factors. 

 
 
RESPONSE 
 
The request to establish the 2010 PFCVA and 2010 SLCBVA is related to the 
associated Z-factor requests.  It may be, however, that the deferral or variance accounts 
related to these matters could be created relative to the benchmark minimum Z-factor 
threshold amount.  This would ensure that only the actual cost of the event is recovered 
so long as it is at or above the threshold and that any cost incurrence below the 
threshold would not be recoverable. 

Witnesses: K. Culbert 
A. Kacicnik 
D. Small 
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VECC INTERROGATORY #20 
 
 
INTERROGATORY 
 
Exhibit C Tab 1 Schedule 5 Page 1 of 3 
Preamble 
“ The Ontario Energy Board’s (“Board”) Gas Distribution Access Rule (“GDAR”), 
Service Quality Requirements Performance and Measurement (“SQR”) establishes 
the standards for Time to Reschedule Missed Appointments (TRMA). Under 
Section 7.3.4.2 of GDAR the distributor must attempt to contact the customer to 
reschedule the work within 2 hours of the end of the original appointment time, 
100% of the time.” 
 

a) Provide a copy of the Company’s April 28, 2009 letter to the Board’s Chief 
Regulatory Auditor. 
 

b) Provide the Response. 
 

c) Provide the 2010 plan and costs of compliance. 
 

d) Provide the 2010 target and comment when TRMA performance is expected to 
be in compliance. 

 
 
RESPONSE 
 
a) A copy of the Company’s April 28, 2009 letter to the Board’s Chief Regulatory 

Auditor is attached. 
 

b) The Company has not received a response to the April 28, 2009 letter. 
 

c) During 2009 the Company significantly improved the performance on this metric 
compared to the previous years.  The preliminary result was 97% and the cost was 
$420,000.  This was achieved through work done by a cross-functional team.  
Priorities were to utilize process improvements established in previous years, 
including meeting the initial appointment and thus eliminating the need for 
rescheduling.   It is the Company’s plan to keep the team in place in 2010 in order 
to maintain performance, augmented by use of additional technology to provide 
greater visibility to appointments in real time.  The associated cost will be 
approximately $620,000.   

 

Witnesses: K. Lakatos-Hayward 
B. Visnjevac 
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Witnesses: K. Lakatos-Hayward 
B. Visnjevac 

d) The Board set the 2010 target for TRMA at 100% in 2007 when the SQR was 
introduced.  Given the 2009 preliminary result of 97%, we anticipate that we will be 
approaching compliance in 2010.  However, as discussed in Exhibit C, Tab 1, 
Schedule 5, while rescheduling missed appointments is an important part of SQR 
achievement attainment of a perfect 100% score is virtually impossible.  As a result, 
the Company has recommended that the TRMA target be reviewed and that a 
target of 90% would be more appropriate.  



~~
 

(§INBRIDGE
500 Consumers Road Norm Ryckman 
North York, Ontario M2J lP8 Director, Regulatory Affairs 
PO Box 650 phone: 416-753-6280 
Scarborough ON MIK 5E3 fax: (416) 495-6072 

Email: norm.ryckman@enbridge.com 

April 28, 2009 

VIA COURIER 

Mr. Bill Cowan 
Chief Regulatory Auditor 
Ontario Energy Board 
2300 Yonge Street, Suite 2700 
Toronto, On M4P 1E4 

Dear Mr. Cowan: 

Re: 2008 SQR Report 

I am pleased to advise that, as required by the Gas Distribution Access Rule, Enbridge 
Gas Distribution inc. (EGO) today submitted the above referenced Report via the OEB 
web portal. Attached to this letter are two documents which are required to be filed in 
associaUon with the Report per the provisions of Sections 2.1.9.E and 2.1.9.B of the 
GDAR: 

(i) EGO Emergency Response Procedures 
(ii) EGO Billing Accuracy Quality Assurance Program 

I also wis,h to comment and provide explanation on two issues with respect to the data 
in the SQR Filing. 

1. The standard for 2.1.9.C.1, is the number of meters not read for 4 consecutive 
months Or more is "shall not exceed 0.5%". The Company's result for 2008 was 0.69%. 

The winter of 2007/2008 provided many challenges for reading gas meters. The 
weather produced record breaking snowfalls which caused meters to be inaccessible, 
contributing to the majority of EGO's missed reads. 

With the agreed upon deferral of Automated Meter Reading in the 2007 rate case, the 
replacement of obsolete meter reading equipment became a priority. Equipment was 
ordered late in 2007 and installation completed by March 2008. However, in January 
and February 2008, EGO experienced ,higher equipment failures with the old equipment, 
resulting in lost reads obtained in the field. 

EGO has taken on several initiatives in 2008, to improve and to meet the OEB's target 
for this standard-including: i) upgrades to handheld devices and meter reading software 
in March, and ii) detailed analysis of 40r more consecutive estimate accounts as well 
as action plans to obtain meter reads for these accounts. For example, EGO undertook 
the following: 
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Mr. Bill Cowan 
April 28, 2009 
Page 2 of 2 

•	 Completed 25,148 additional off cycle reads to reduce the number of 4 or more 
consecutive estimates; 

•	 Conducted a telephone campaign for 4 or more consecutive estimate accounts to 
advise customers of their read dates in order for them to provide access to 
meters; and, 

•	 Process improvements to the Consecutive Estimate automated letter program 
which starts the process much earlier. 

Despite these efforts, EGD was not able to recover from the inclement winter weather 
resulting in the majority of EGD's missed reads for 2008. However, EGD's first quarter 
results for 2009 currently indicate that the Company is on track to meet the SQR target 
of 0.5%. 

2. The standard for 2.1.9.D2, contacting the customer within 2 hours of a missed 
appointment, is 100%. The Company's result for 2008 was 62.8% versus the standard 
of 100%. 

From January 2008 through to July 2008, a committee was established to identify 
system enhancements which were implemented in August 2008. As a result, the 
percentage of appointments rescheduled on time improved significantly from 65.5% in 
August to 81.4% in September. 

In the fall of 2008, EGD transitioned to a new Distribution Operations contract, whereby 
the plan to reduce the percentage of rescheduled appointments was temporarily 
deferred; however, with the successful transition completed, performance improved to 
83.1 % for December. 

EGD is increasing its efforts towards achievement of this metric and we are confident 
that our results for 2009 will continue to show improvement. Current year-to-date 
results for the first quarter of 2009 indicate that 14 appointments were not rescheduled 
on time resulting in performance of 87%. EGD continues to place priority on this 
standard and we are committed to achievement of the targeted performance level. 
All customer SQR targets other than those identified in this letter were met by the 
Company, including Appointments Met, and hopefully this demonstrates our 
commitment. 

I would be pleased to meet with you at your convenience to discuss any aspects of this 
SQR Report. 

Si~, 

N~~; an 
Director, Regulatory Affairs 

Attachments 
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ENBRIDGE GAS DISTRIBUTION 

Operating & Maintenance Manual
 
January 2009
 

Users of the Operating & Maintenance Manual 

The O&M Manual has been created to ensure that policies and procedures used 
in activities related to operation and maintenance of gas distribution plant are 
documented and meet all legislated requirements. 

The procedures contained in this document are mandatory. They have been 
prepared to ensure consistent and proper application of work practices and must 
only be carried out by trained and qualified workers. Adhering to these 
procedures will help to ensure that the Company meets all of its due diligence 
obligations when performing work. 

This manual is available in hard copy and can also be found on the Engineering 
Portal, which is found on the e-Source Web Site under Communities. From time 
to time, new or revised policies and procedures will be introduced and the 
manual updated accordingly. Updates to the manual will be communicated in the 
form of a "Technical Announcement" which will summarize the change and 
provide the updated policy and/or procedure. 

The new Manual is effective March 1, 2009. 

If you require clarification or have ideas on how to improve our policies or 
procedures, please contact Engineering Operations. 

David Baxter Lisa Lawler 
Manager, Engineering Operations Chief Engineer 

On Cover: Industrial Site. Service Riser Steel Squeeze-Off Tool up to 2 in. 
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Efr/BRIDGE 

7.0 EMERGENCY PRACTICES 

7.1 Policy 

Workers must be prepared to handle emergencies associated with the operation of the 
distribution system. In addition the Companywill investigate, and when required, make safe 
a reported gas leak, fumes call or odour complaint at no charge to the customer. 

The procedures in this section provide a guide for workers who are involved in emergencies 
related to: 
• Gas escapes, distribution and customer owned piping 
• Fumes or odour complaints 
• Fire and/or explosion including those involving toxic chemicals 
• Main or service line breaks 
• Supervised entry 
• Pressure problems 
• Spills reporting 
• Low or high odourant levels 

For Supervisors and Operations Managers these policies and procedures are supplemented 
by the Regional Emergency Procedures Manual. 

Emergency situations must be judged in the light of actual conditions and tile experience and 
training of operating workers. 

7.1.1 Media 

Media inquiries must be referred to the Reqional Manaqer or their desiqnee. The Reqional
Manaqer is the only person in the Reqion with the authority to communicate to the media. 

7.1 .2 Confidential ity 

Remember you are the official Company representative on site. Conduct yourself in a calm 
and professional manner. Do not comment or offer opinions to anyone except your 
supervisor. 

7.0 EMERGENCY PRATICES SlJpersedes: Dated: Effective Date: Page: 

1.1 Policy ,IANU,ll.RY 2008 .Ji\NUAR\' 2009 M,ll,RCH 1 2009 -1 of 59 

Operating & Maintenance Manual 
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8.0 GENERAL SERVICE PROCEDURES 

8.1 Policy 

The Company provides prompt high quality service with due regard for employee and public 
safety. Employees must maintain good public relations and corporate image at all times. 

Company employees must follow safe operating practices in accordance with applicable 
company policies and procedures and applicable codes and standards. 

The Company must provide emergency service, government inspections (Gl's), appliance 
inspections, and some minor adjustment service to customer owned equipment at no charge. 

Emergency response includes responding immediately to main breaks, gas escapes, fires, 
fumes, explosions and overpressures.
 

Customers who call in false alarms or abuse the leak investigation policy must be billed.
 

8.0 

8.1 

GENERAL SERVICE 

PROCEDURES 

Policy 

Supersedes: 

JANUARY 2008 
Dated: 

JANUARY 2009 
Effective Date: 

MARCH 1, 2009 
Page: 

1 of 24 

Operating & Maintenance Manual 
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Enbridge Gas Distribution Inc. Anne Creery 
500 Consumers Road Manager 
North York, ON, M2J 1P8 Customer Care Operations 
Canada Tel 4167537438 
www.enbridge.com/gas Fax 4167536674 

anne.creery@enbridge.com 

March 30, 2009 File Number: 

Ontario Energy Board 
2300 Yonge Street 
26th Floor 
Toronto, ON 
M4P 1E4 

Dear Board Secretary: 

RE: 8.7.3.2 ofGDAR- Quality Assurance Program 

As per the 2008 SQR requirements, we are forwarding to you the processes followed in our 
current Quality Assurance Program, which are used to validate billing charges when large 
changes in customer's consumption appear. 

Our current processes surrounding the production, review and adjustment (if necessary) of 
customer bills are as follows: 

1. To ensure accuracy, a random set of production bills is manually reviewed every day, based 
on a predefined set ofbilling data (ie. accounts on budget billing, accounts on pay as you go, 
accounts on pre-authorized payment, etc.). The random includes bills for both residential and 
commercial customers. 

2. All bills whose consumption increased by 100% or more during the heating season (and 200% 
or more during the non heating season) when compared to the previous month are automatically 
reported each billing day and are reviewed manually for accuracy. 

3. All bills whose gas charges are $1,000 or more are automatically reported each billing day and 
are reviewed manually for accuracy. 

4. All bills whose meter readings indicate that there has been no gas consumption for two months 
(and the meter is still active) are automatically reported each billing day and are reviewed 
manually for accuracy. The customer is provided with an estimated bill (based on previous 
history) to avoid a potential large adjustment should the meter be deemed defective following the 
investigation. The customer is advised on the estimated bill that an investigation is underway. 

5. Random audits ofbilling functions are performed to monitor billing performance. 
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6. Billing accuracy in also ensured through the rigour and controls in place for changes to our 
customer information system (eg. rate changes). All customer information system changes are 
planned, documented, and fully tested before they are promoted to the production version of our 
customer information system. 

Should you have any questions regarding our current processes, please do not hesitate to contact 
me. 

cc: Chief Regulatory uditor, Ontario Energy Board 

C:\Docurnents and Settings\creerya\My Docurnents\Custorner Care Operations\Regulatory\2009 Billing QA SQR letter.doc 
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VECC INTERROGATORY #21 
 
 
INTERROGATORY 
 
Exhibit E Tab 3 Schedule 1 Pages 1 and 2 
 

a) Provide confirmation that EGD is not seeking to reopen the reconsideration of 
ROE during the IRM plan. 

 
b) Does EGD agree that to do so would constitute an off ramp? 

 
c) With regard to Section 10.1 of the Settlement agreement does EGD agree that 

this is subject to interpretation and to materiality considerations? Please discuss. 
 

d) Provide full details on the  Earnings sharing calculations for 2008 and (unaudited) 
2009. 

 
 
RESPONSE 
 
The Company recently responded to a letter sent to the Board by counsel for the 
Industrial Gas Users Association in connection with this matter.  EGD’s response letter 
is attached for reference, at Exhibit I, Tab 4, Schedule 10.  At this time, the matter is still 
pending comment from the Board.      
 
a) Confirmed. 
 
b) Agreed. 
 
c) With regard to the ROE that is to be used for the determination of Earnings 

Sharing, EGD does not believe that there is any subjectivity or materiality to 
consider.  The Settlement Agreement clearly indicates that Earnings Sharing will 
be calculated using the Board’s ROE formula, which represents the Board’s 
determination of a fair return, and/or regulatory rules prescribed from time to time.  
The Board has changed its policy regarding the determination of a fair return 
standard, per Board file EB-2009-0084.   

 
d) Details on the Earnings Sharing calculation for 2008 can be found under Board file 

EB-2009-0055.  Details on the Earnings Sharing calculation for 2009 will become 
available in a future proceeding scheduled to be filed in early March, 2010.   

Witnesses: J. Denomy 
 M. Lister 
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