ENBRIDGE

500 Consumers Road Anton Kacicnik

North York, Ontario M2J 1P8 Manager, Rate Research & Design
PO Box 650 phone: (416) 495-6087
Scarborough ON M1K SE3 fax: (416) 495-6072

Email: anton.kacicnik@@enbridge.com

February 26, 2010

VIA EMAIL AND COURIER

Ms. Kirsten Walli
Board Secretary
Ontario Energy Board
2300 Yonge Street
Suite 2700

Toronto, Ontario
M4P 1E4

Dear Ms. Walli:

Re: Ontario Energy Board File No. EB-2008-0106
Commodity Pricing, Load Balancing and Cost Allocation
Methodologies for Natural Gas Distributors
Implementation of the New PGVA Rider Methodology

The purpose of this letter and attachments is two-fold:

A. To provide a follow up to last quarter's communication outlining the revisions that
Enbridge Gas Distribution (“Enbridge” or “the Company”) has made to its QRAM filing
package and schedules to adopt the rolling 12-month PGVA disposition rider
methodology as a result of the Ontario Energy Board’s (OEB’s) Decision in
EB-2008-0106; and

B. To address implementation of the new PGVA rider methodology into billing.

A. QRAM Schedules re. New PGVA Rider Methodology

The Company adopted the new PGVA rider methodology with its January 1, 2010 QRAM (EB-
2009-0398) application. The new methodology results in adjustments through rate riders for
variances in the cost of commodity, transportation and load balancing to all bundled customers
(i.e. Sales service as well as Western and Ontario T-service customers). This is a change from
the previous rider methodology which only applied to Sales service customers and only
captured commodity related cost variances.

The only component of the new rider methodology that had a disposition balance associated
with it within the January 1, 2010 QRAM application was the rider amount relating to the re-
valuation of gas in inventory. This component is part of the commodity rider which is applicable
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to Sales service customers. Therefore, only schedules pertaining to Sales customers were filed
last quarter.

Attached to this letter are fifteen schedules for stakeholder review. The schedules outline the
complete set of commodity, transportation and load balancing rider schedules which will form
part of the April 1, 2010 QRAM application.

The attached schedules illustrate the flow of information beginning with the Rate Rider
Summary at Exhibit Q4-3, Tab 4, Schedule 8, page 1 in the Rate Handbook and continuing with
the supporting schedules that will form part of each QRAM application. The supporting
schedules provide details for determination of each rider — by component, sub-component, and
the derivation of each. The cost and unit rate information in the attached schedules is for an
illustration only and will be replaced with actual information as part of the April QRAM
application.

Should you have any questions or comments on the structure or flow of these schedules, please
let Enbridge know by the date indicated below.

B. Implementation Into Billing

At this time, the Company is not yet in position to accommodate billing of transportation and
load balancing riders as of April 1, 2010. In other words, the Company cannot yet administer
the new rider methodology as a separate line item on the bill to either Sales service or direct
purchase customers (i.e. Western and Ontario T-service customers).

The Company is making modifications to its CIS billing system to accommodate implementation
of the Harmonized Service Tax (HST) on July 1, 2010. The HST implementation rules
governing the modifications to the CIS system are comprehensive, affecting all facets of the CIS
system, as well as, extensively intricate. The Company’s plans for implementation of the new
PGVA rider methodology into billing must take account of the resources that are required to
achieve HST implementation by July 1%

The Company anticipates that the April 1, 2010 QRAM PGVA balances for transportation and
load balancing will be very small / insignificant. Consequently, the fact that the Company will
not be in a position to administer transportation and load balancing riders as part of the April
QRAM will not have an impact on customers or the provision of appropriate price signals.

As a result, the Company will, within the April 1, 2010 QRAM application, request that the Board
approve the PGVA balances for the commodity, transportation and load balancing components.
However, given that the Company’s billing system at this time can only administer the rider to
sales service customers, the Company will request that the Board approve only the commodity
rider unit rates that apply to Sales service customers. The commaodity rider will be administered
to Sales service customers as is the case currently, that is, the rider will be rolled into the gas
supply charge. The PGVA balances for transportation and load balancing costs will be carried
forward until the new PGVA methodology is implemented into billing. The proposed approach is
summarized in the table below:
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PGVA Rider Component April 1, 2010 QRAM Request
Commodity Commodity rider unit rates
Transportation Balance carried forward
Load Balancing Balance carried forward

In order to facilitate filing of the April 1, 2010 QRAM application by March 12, 2010 (in
accordance with the new QRAM filing and review timeline), any comments on the structure and
flow of the rider schedules or the proposed requests sought from the Board regarding the
disposition of the PGVA balances within the April QRAM application should be provided to
Enbridge by March 5" at the latest.

Yours truly,
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Anton Kacicnik

Manager, Rate Research & Design
Att

CC: Mr. F. Cass, Aird & Berlis LLP (via email and courier)
EB-2008-0106 Interested Parties (via email)



o C GAS COST ADJUSTMENT RIDER
Western Ontario
Sales Transportation Transportation
Rate Class Service Service Service
(¢/m3) (¢/m3) (¢/m3)
Rate 1 (0.1622) (0.0056) (0.0059)
Rate 6 (0.1613) (0.0053) (0.0057)
Rate 9 0.2537 0.0016 0.0013
Rate 100 (0.1613) (0.0053) (0.0057)
Rate 110 0.1806 (0.0004) (0.0007)
Rate 115 0.1859 0.0009 0.0006
Rate 135 0.2570 0.0004 0.0001
Rate 145 (0.0314) (0.0057) (0.0060)
Rate 170 0.1212 (0.0035) (0.0038)
Rate 200 (0.1649) (0.0052) (0.0055)

EFFECTIVE DATE:

April 1, 2010

IMPLEMENTATION DATH

April 1, 2010

BOARD ORDER:

REPLACING RATE EFFECTIVE:

January 1, 2010

Page 1 of 3
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RIDER:
C

GAS COST ADJUSTMENT RIDER

Western Ontario
Sales Transportation Transportation
Rate Class Service Service Service
(¢/m3) (¢/m3) (¢/m3)
Rate 1 Commodity (0.1567)
Transportation 0.0003 0.0003
Load Balancing (0.0059) (0.0059) (0.0059)
Total (0.1622) (0.0056) (0.0059)
Rate 6 Commodity (0.1560)
Transportation 0.0003 0.0003
Load Balancing (0.0057) (0.0057) (0.0057)
Total (0.1613) (0.0053) (0.0057)
Rate 9 Commodity 0.2521
Transportation 0.0003 0.0003
Load Balancing 0.0013 0.0013 0.0013
Total 0.2537 0.0016 0.0013
Rate 100 Commodity (0.1560)
Transportation 0.0003 0.0003
Load Balancing (0.0057) (0.0057) (0.0057)
Total (0.1613) (0.0053) (0.0057)
Rate 110 Commodity 0.1810
Transportation 0.0003 0.0003
Load Balancing (0.0007) (0.0007) (0.0007)
Total 0.1806 (0.0004) (0.0007)
Rate 115 Commodity 0.1850
Transportation 0.0003 0.0003
Load Balancing 0.0006 0.0006 0.0006
Total 0.1859 0.0009 0.0006
Rate 135 Commodity 0.2566
Transportation 0.0003 0.0003
Load Balancing 0.0001 0.0001 0.0001
Total 0.2570 0.0004 0.0001
EFFECTIVE DATE: IMPLEMENTATION DA1BOARD ORDER: REPLACING RATE EFFECTIVE: Page 2 Of 3
April 1, 2010 April 1, 2010 January 1, 2010 Handbook 55
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RIDER:

C GAS COST ADJUSTMENT RIDER
Western Ontario
Sales Transportation Transportation
Rate Class Service Service Service
(¢/m3) (¢/m3) (¢/m3)
Rate 145 Commodity (0.0257)
Transportation 0.0003 0.0003
Load Balancing (0.0060) (0.0060) (0.0060)
Total (0.0314) (0.0057) (0.0060)
Rate 170 Commodity 0.1247
Transportation 0.0003 0.0003
Load Balancing (0.0038) (0.0038) (0.0038)
Total 0.1212 (0.0035) (0.0038)
Rate 200 Commodity (0.1597)
Transportation 0.0003 0.0003
Load Balancing (0.0055) (0.0055) (0.0055)
Total (0.1649) (0.0052) (0.0055)

EFFECTIVE DATE:

April 1, 2010

IMPLEMENTATION DA

April 1, 2010

BOARD ORDER:

REPLACING RATE EFFECTIVE:

January 1, 2010

Page 3 of 3
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Item

No.

10.

Filed: 2010-03-12
EB-2010-0048

Exhibit Q4-3
Tab 4
Schedule 8
Page 1 of 16
Rate Rider Summary
April 2010 - QRAM Q2
Sales Western Ontario
Service Transportation Service Transportation Service
Description Unit Rate Unit Rate Unit Rate
Col. 1 Col. 2 Col. 3
(¢/m3) (¢/m3) (¢/m3)
Rate 1 (0.1622) (0.0056) (0.0059)
Rate 6 (0.1613) (0.0053) (0.0057)
Rate 9 0.2537 0.0016 0.0013
Rate 100 (0.1613) (0.0053) (0.0057)
Rate 110 0.1806 (0.0004) (0.0007)
Rate 115 0.1859 0.0009 0.0006
Rate 135 0.2570 0.0004 0.0001
Rate 145 (0.0314) (0.0057) (0.0060)
Rate 170 0.1212 (0.0035) (0.0038)
Rate 200 (0.1649) (0.0052) (0.0055)
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Line # Particulars

Filed: 2010-03-12
EB-2010-0048

1 Cummulative to the end of December 2009

w

10
11
12
13
14 Total (Lines 1 to 13)
Current QRAM Period
15
16

18
19
20

21
22
23

24
25

27 Total (Lines 15 to 26)

28 Total (Line 14 and 27)

Jan-10
Feb-10
Mar-10

Apr-10
May-10
Jun-10

Jul-10
Aug-10
Sep-10

Oct-10
Nov-10
Dec-10

Jan-11
Feb-11
Mar-11

Exhibit Q4-3
Tab 1
Schedule 3
Page 1 of 1
ENBRIDGE GAS DISTRIBUTION INC.
Component of the Purchased Gas Variance Account
Gas in Inventory Re-valuation
Col. 1 Col. 2 Col. 3 Col. 4 Col. 5 Col. 6
Forecast at Difference
Reference  Unit Rate Variance Jan. 1, 2010 Col 5. minus
Price Difference Amount QRAM Col 4
$/10°m® $/10°m°® 10°m® $(000) $(000) (@ $(000)
241.685 (4.735) 1,295,465.6 (6,133.4)
1,295,465.6 (6,133.4) (7,649.0) (1,515.7)
260.737 (19.052) 644,737.6 (12,283.7)
644,737.6 (12,283.7) - (12,283.7)
(13,799.4)

(1) EB-2009-0309, Exhibit Q4-3, Tab 1, Schedule 3, Page 1



ENBRIDGE

500 Consumers Road Anton Kacicnik

North York, ON M2J 1P8 Manager, Rate Research and Design
PO Box 650 Tel 416-495-6087

Scarborough ON M1K 5E3 Fax 416-495-6072

Email anton.kacicnik@enbridge.com

VIA COURIER AND EMAIL

November 23, 2009

Ms. Kirsten Walli
Board Secretary
Ontario Energy Board
2300 Yonge Street
Toronto, Ontario
M4P 1E4

Dear Ms. Walli:
Re: Ontario Energy Board File No. EB-2008-0106

Commodity Pricing, Load Balancing and Cost Allocation
Methodologies for Natural Gas Distributors

The purpose of this letter and attachments is to provide an opportunity for
stakeholders to review the revisions that Enbridge Gas Distribution (“Enbridge”)
proposes to make to its QRAM filing package as a result of the Ontario Energy
Board’s Decision in EB-2008-0106.

There are two attachments to this letter. The first is an explanation of the steps
that Enbridge will take to implement the decision. The second attachment is a
complete set of all revisions to the QRAM package that Enbridge proposes to
make in order to give effect to the Board's decision. Please note that, in order to
facilitate review of the revisions proposed by Enbridge, we have not included the
entire QRAM package (application and supporting evidence), but only those
parts of the package that have been changed by reason of the EB-2008-0106
Decision.

As set out in the attached explanatory document, the EB-2008-0106 Decision
requires Enbridge to make changes in four areas, as follows:

(1)  removal of the trigger mechanisms for PGVA clearance and for a QRAM
application;

(2)  changes to the timeline for QRAM filing and review,;

(3) implementation of a new PGVA rider methodology; and



2009-11-23
Ms. Walli
Page 2

(4)  implementation of commitments with respect to MDV establishment and
re-establishment.

The changes that Enbridge will make with respect to MDV establishment and re-
establishment do not affect either the QRAM methodology or the QRAM filing
package. They are referred to in the explanatory document so that stakeholders
will be aware of Enbridge’s plan for implementation of these changes.

In order to facilitate filing of the January 1, 2010 QRAM application by
December 11, 2009 (in accordance with the new QRAM filing and review
timeline), any comments on the proposed revisions to the QRAM package should
be provided to Enbridge by December 1% at the latest. Please therefore respond
to the writer of this letter by December 1% with either your acceptance of the
revisions proposed by Enbridge or your comments on the revisions.

Yours truly,
9{ Corl /a0

Anton Kacicnik
Manager, Rate Research and Design

(50~ Mr. Fred Cass, Aird & Berlis LLP
All Interested Parties EB-2008-0219



Attachment 1

IMPLEMENTATION OF EB-2008-0106 DECISION
BY ENBRIDGE GAS DISTRIBUTION INC.

As a result of the EB-2008-0106 decision, Enbridge must make changes to its
methodologies in four areas. These four areas, which will be addressed under the
headings that follow, are: 1) removal of the trigger mechanisms for Purchase Gas
Variance Account (“PGVA”) clearance and for a QRAM application; 2) changes to the
timeline for QRAM filing and review; 3) implementation of a new PGVA rider
methodology; and 4) implementation of commitments with respect to Mean Daily
Volume (MDV) establishment and re-establishment.

Trigger Mechanism

Under Enbridge’s QRAM methodology previously approved by the Board, there were
two trigger mechanisms. One was a threshold of $0.005/m3 that would trigger a QRAM
application for a change in the reference price. The other was a threshold of $0.005/m3
that would trigger clearance of a balance in the PGVA (Rider C).

In the EB-2008-0106 decision, the Board approved Enbridge’s proposal to remove both
of these trigger mechanisms.* The Board said that the elimination of the trigger
mechanism will ensure that the reference price is periodically updated to reflect market
prices, and will achieve further standardization of the rate adjustment methodologies
across distributors.

The elimination of the trigger mechanisms is reflected in the revisions that Enbridge
proposes to make to its QRAM filing package. The removal of the trigger mechanisms
has resulted in changes to the description of the QRAM mechanism that can be seen at
Exhibit QX-1, Tab 2, Schedule 1, Appendix A and changes to the rate design evidence
at Exhibit QX-2, Tab 4, Schedule 1.

Changes to Timeline

In the current QRAM process, the determination of the gas supply reference price is
based on a 21-day strip of market prices that ends 45 calendar days prior to the start of
each quarter. The 45 day period allows for preparation of a QRAM application, receipt
of Board approval, preparation of notices to customers regarding the rate change and
implementation of the changes. In EB-2008-0106, Enbridge and Union Gas Limited
proposed to shorten the 45 day period to 30 days, so that the filing of the application
and evidence supporting a rate change will occur at a point closer in time to the
effective date of the change. The Board directed Enbridge to move the close of the 21-
day strip to 31 calendar days before the effective date of a rate change, in order to
provide a better price signal by reason of the shorter period between the forecast end

! EB-2008-0106 decision, page 5.



date and the effective date. Further, this could reduce variances in the balance of the
PGVA.?

The Board’s specific directions regarding the timeline for QRAM filings by Enbridge can
be summarized as follows:

(1) move the close of the 21-day strip to 31 calendar
days before the effective date of a rate change;

(2) file a QRAM application with the Board within 12
calendar days from the close of the 21-day strip and serve
the application and evidence on certain intervenors for
review and comment;

3) Receive comments from intervenors and Board staff
within 5 calendar days;

4) reply by Enbridge to comments from intervenors and
Board staff within 2 calendar days; and

(5)  the Board to issue its decision and order by the 25™
day of the month preceding the month in which the changes
will become effective.

Because the deadlines for comments by intervenors and for reply comments by
Enbridge are based on calendar days, it is possible that a deadline could fall on a
weekend or a statutory holiday. Enbridge anticipates that all parties will allow flexibility
in the application of the timeline, such that any deadline that would otherwise fall on a
weekend or a statutory holiday can be addressed without jeopardizing the ability of the
Board to issue its decision by the 25" day of the month preceding the month in which
changes will become effective.

The new Board-approved timeline is reflected in Enbridge’s proposed revisions to the

QRAM filing package at Exhibit QX-1, Tab 2, Schedule 1, Appendix A and the Forecast
of Gas Cost evidence at Exhibit QX-2, Tab 1, Schedule 1.

New PGVA Rider Methodology

As the Board noted in its EB-2008-0106 Decision, Enbridge’s PGVA account captures
variances attributable to commodity, transportation and load balancing costs relative to
budget. Under the previous Board-approved methodology, the projected year-end
balance in the PGVA was cleared by means of a rate rider (subject to the trigger
mechanism referred to above). The rate rider (Rider C) is derived by dividing the
projected year-end PGVA balance by the budgeted sales volumes for the remaining

2 EB-2008-0106 decision, page 22.



months of the year. In the fourth quarter, Enbridge has the discretion to select either
the standard clearing which is three months or an extended clearing of six months.
The rate rider applies to Sales customers and thus the rider attributes price variances
captured in the PGVA to the commodity only. At the end of the fiscal year, Enbridge
performs a true-up and calculates variances attributable separately to commodity,
transportation and load balancing components of the PGVA. These variances are
allocated to the appropriate customer groups.®

In the EB-2008-0106 proceeding, Enbridge proposed to adopt a rate rider methodology
that would dispose of PGVA balances over a rolling 12 month period. Enbridge also
proposed to attribute PGVA balances to commodity, transportation and load balancing
as part of the QRAM process and to eliminate the year-end true-up mechanism.

The Board approved Enbridge’s proposal to adopt the rolling 12 month disposition
methodology, for implementation starting with the January 1, 2010 QRAM application.
The Board’s reasoning was that the 12 month rolling approach will reduce the volatility
of rate riders, especially during the third and last quarters when balances are spread out
over considerably smaller volumes.*

The Board directed that, as part of each QRAM application, Enbridge should identify
and support the elements of its PGVA that are attributable to commodity, transportation
and load balancing costs. Based on this breakdown, individual riders should be
determined and applied (where applicable) to Sales, Western bundled T-service and
Ontario T-service customers based on the existing Board-approved cost allocation
methodology.’

In compliance with the Board’s decision, Enbridge’s new PGVA rider methodology will
result in adjustments through rate riders (for variances in the cost of commodity,
transportation and load balancing) to all bundled customers (Sales, Western-T and
Ontario-T service). This is a change from the existing rider methodology which only
applies to Sales customers and only captures commaodity related cost variances.
Western T-service customers will see a rider that captures transportation and load
balancing cost variances. Ontario T-service customers will see a rider that only captures
load balancing cost variances, since they procure their own commaodity and
transportation services.

The new rider methodology necessitates development of rider unit rates for each type of
service by rate class based on PGVA balances for commodity, transportation and load
balancing costs. The riders for Sales, Western-T and Ontario-T service customers will
be billed volumetrically and will be displayed as a separate line item on customers' bills.

Enbridge will implement the new PGVA rider methodology as part of its January 1, 2010
QRAM application. The existing Rider C (for residential customers on sales service it is

* EB-2008-0106 decision, page 15.
* EB-2008-0106 decision, pages 16-7.
® EB-2008-0106 decision, page 17.



a credit of 6.9 c¢/m3) effective from October 1, 2009 to March 31, 2010 and approved in
the October 1, 2009 QRAM (EB-2009-0309) will continue to March 31, 2010. Any
differences between the forecast and actual credit refund through the existing Rider C to
March 31, 2010 will be trued up as a one-time adjustment by way of Enbridge's
established 2009 year end deferral and variance account disposition process.

The implementation of the new rider methodology will occur on January 1, 2010.
Because the new rider methodology works off of actual PGVA balances rather than the
projected year-end balance, there will be no rider for direct purchase customers
(Western T-service and Ontario T-service) in the first quarter of 2010. There will be a
rider for Sales customers to reflect the re-evaluation of gas in inventory in the first
guarter of 2010 and this will be treated on customers’ bills in the same manner as the
current Rider C. The existing Rider C unit rates in effect until March 31, 2010 will be
combined with the January 1, 2010 Rider C unit rates (due to gas in inventory re-
evaluation only) to form one commodity related unit rate for Sales service customers.
As of April 1st, separate riders will be determined and billed for Sales, Western T-
service and Ontario T-service customers. A simplified representation of this approach is
depicted in the schematic below:

QN BRIDGE

Oct. 1, 2009 Jan. 1, 2010 Apr. 1, 2010
t t t >

I — > 1) Applies to system
Existing Rider C (6.9 ¢/m?) as customers onl
from Oct. 1/2009 QRAM gas cu y
I >l 2) Bill in same manner

»l

I . . .
Inventory Re-evaluation as today till April 1/2010
(Part of New Commodity Rider)

System Western Ontario

Gas T T
Gas cost rider for each service I - >
. Commodity X
type shown as a separate line I >
item on customer’s bill from ) Transportation Y Y R
April 1/2010 onwards "Load Balancing  Z 7 7
Rider X+Y+Z Y+Z z

The new PGVA rider methodology requires changes to the QRAM filing package at
Exhibit QX-1, Tab 2, Schedule 1, Appendix A, the Forecast of Gas Cost evidence at
Exhibit QX-2, Tab 1, Schedule 1 and supporting exhibits at Exhibit QX-3, Tab 1,
Schedule 2. Rate Design evidence and supporting exhibits will change at Exhibit QX-2,
Tab 4, Schedule 1, Exhibit QX-3, Tab 4, Schedule 8 and Rider C of the rate schedules.



The January 1, 2010 QRAM only requires the determination of the rider amount relating
to gas in inventory for sales service customers therefore the exhibits in Attachment 2
only reflect these changes.

As no rider is required for Western and Ontario T-service customers in the first quarter
of 2010, customer communication explaining the implementation of the new rider
methodology and changes to billing will be incorporated into the customer rate notices
as part of the April 1, 2010 QRAM application.

MDV Establishment/Re-establishment

Another of the proposals made by Enbridge during the EB-2008-0106 proceeding
related to MDV establishment and re-establishment. Enbridge proposed to adopt
Union’s approach, such that the MDV will be established on a weather-normalized
basis. Enbridge also proposed to allow MDYV for a contract pool to be re-established
during the term of the contract in order to reflect the migration of customers from one
broker pool to another or the movement of customers back and forth between direct
purchase and Sales service. Enbridge indicated that it would consult with stakeholders
regarding the determination of an appropriate materiality threshold to trigger MDV re-
establishment and that it would need about 18 months to implement the proposed
changes.®

The Board directed Enbridge to file the details of its MDV proposal at its earliest
convenience for the Board’s review and approval. The Board said that changes to the
MDV should be implemented in 2011.”

Enbridge has met with Union to discuss and assess the mechanics and features of
Union’s methodology. As well, Enbridge has been working on the details of its MDV
proposal, including consideration of an appropriate materiality threshold to trigger MDV
re-establishment for contract pools. Enbridge plans to meet with stakeholders in
January 2010 to review and discuss its MDV proposal, the high level design of the
associated IT solution and the materiality threshold. Thereafter, Enbridge expects to file
its MDV proposal with the Board in the latter part of the first quarter of 2010 for review
and approval. This approach should provide sufficient time for Enbridge to make
changes to its software system, thoroughly test the changes, and then implement the
MDV solution in 2011.

¢ EB-2008-0106 decision, page 29.
" EB-2008-0106 decision, pages 30-1/
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Revisions to QRAM Package




Exhibit QX-1
Tab 2
Schedule 1
Appendix A
Page 1 of 6

QUARTERLY RATE ADJUSTMENT MECHANISM

Introduction

1.

The QRAM process approved by the Board for Enbridge now comprises
the following components: the calculation of a forecast price for rate-
making purposes during a test year ("utility price"); the means of adjusting
the utility price for rate-making purposes during a test year; the means of
calculating and clearing variances recorded in Enbridge's Purchased Gas
Variance Account ("PGVA"); the regulatory framework for approving
adjustments and clearances; and the means of providing pricing
information to end-use customers, or their marketers, and to other
stakeholders as well.

The QRAM process is intended to achieve or accommodate the following
eight principles:

more reflective of market prices on an ongoing basis;

enhanced price transparency;

regular quarterly review process;

customer awareness, customer acceptance, and less confusion in the
marketplace;

mitigation of large adjustments of customer bills;

fairness and equity among all customer groups;

implementation in a cost effective manner: and

reduced regulatory burden relative to the former "trigger methodology",
and the related rate adjustment mechanism, for Enbridge's PGVA.

Utility Price

3.

Enbridge calculates the utility price for a test year by using its Board-
approved methodology to develop a forecast of its supply (i.e., commodity)
costs, including buy/sell as well as system gas, and its transportation
costs for the test year. The forecast of supply costs includes the forecast
price of natural gas based on a so-called "21-day strip”.

This 21-day strip represents the simple average of future market prices, as
reported by various media and other services, over a 21-day period for a
basket of pricing periods, pricing points, and pricing indices that reflects

Attachment 2
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Enbridge's gas purchase arrangements, both actual and anticipated,
during the 12 months subsequent to the 21-day period.

5. Enbridge uses the initial utility price as the basis for calculating the gas
supply charges for Sales service, subject to subsequent adjustment(s),
during a test year. Sales service is provided to buy/sell gas customers,
who are direct purchasers, as well as to system gas customers. Enbridge
also uses the initial utility price for PGVA purposes.

Price Adjustment

6. Enbridge recalculates the utility price, using the same methodology, for
| each of the subsequent three, quarters of the test year. The forecast of the

price of natural gas, in each case, is based on a 21-day strip. The last day
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| of each 21-day strip precedes the quarter in question by no more than 31, - { Deleted: 45 )

days.

7. Whenever a recalculated utility price comes into effect at the beginning of .-~

a quarter, Enbridge calculates the consequential effect of this price on the
following commodity-related costs: carrying costs of gas in storage,
working cash allowance (gas costs), unbilled and unaccounted for gas,
company-use gas, and lost and unaccounted for gas (storage). Enbridge
then uses the recalculated utility price, together with the consequential
effect on these commodity-related costs, as the basis for adjusting the
revenue requirement for a test year and, in turn, the gas supply charges
for sales service, transportation charges for Sales and Western T-service,
and the delivery charges and gas supply load balancing charges (when
discrete) for distribution service, effective as of the beginning of the
guarter. Enbridge also begins to use the recalculated utility price for
PGVA purposes on the same effective date.

’ 8. The following provisions apply when adjusting the revenue requirement for
a test year:

} (@  The volumetric forecast of Sales service, Western T-service and
Ontario T-service is Enbridge's as-filed forecast for the test year,
as updated (if any), until there is a Board-approved forecast. The
latter is the volumetric forecast thereafter.

(b)  The capital structure for rate base and rate of return purposes is
Enbridge's as-filed capital structure for the test year, as updated (if

-

\

Deleted: <#>If a recalculated utility
price for any quarter varies from the
utility price in effect at the time by
more than 0.5¢/m°, net of upstream
transportation tolls in each case, the
former supersedes the latter, subject
to subsequent adjustment(s), during
the test year. Otherwise, the latter
continues in effect. |
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any), until there is a Board-approved capital structure. The latter is
the capital structure thereafter.

(c) The cost of equity for rate of return purposes is the Board-approved
rate of return on equity ("ROE") for the prior test year,
notwithstanding Enbridge's as-filed ROE, until there is a Board-
approved ROE for the test year. The latter is the cost of equity
thereafter.

’ 9. Enbridge records in the PGVA the product derived by multiplying the”

’ 10.

’ 11.

12.

13.

volumes delivered during each month of a test year by the variances
between the utility price in effect and Enbridge's actual purchased gas
costs per unit during each month of a test year.

Enbridge shall use the AECO index plus Nova transportation plus fuel
costs as the benchmark in calculating the load balancing component of
the PGVA.

Whenever a recalculated utility price comes into effect at the beginning of ~
a quarter, the opening balance of gas in storage is adjusted at the same
time in order to reflect the recalculated utility price. The resultant debits or
credits, as the case may be, are recorded in the PGVA as commodity-
related_entries.

For the purpose of developing rate riders (i.e. Rider C unit rates) for
clearance of the PGVA balance, Enbridge identifies the balances /
amounts attributable to commodity, transportation and load balancing
components of the PGVA.

Each quarter, Enbridge forecasts the balances / amounts attributable to
commodity, transportation and load balancing components of the PGVA
for the following 12 month period. Enbridge also records variances
reflecting the difference between what was forecast to be recovered in the
previous quarter from rate riders and what was actually recovered. These
variances are included in the establishment of the rate rider unit rates for
the next 12 month period. As a result, Enbridge updates quarterly its rate
rider unit rates to reflect the updated forecast of PGVA balances and the
historical recovery variance. ,

Attachment 2
Page 3 of 16

- [ Formatted: Bullets and Numbering J

- [ Formatted: Left J

Deleted: Whenever a recalculated
," | utility price comes into effect during a
/| test year, the forecast balance in the
/ PGVA as of the end of the test year is
/ adjusted to account for this price and
the consequential gas storage
inventory adjustment.




14.

15.

Exhibit QX-1
Tab 2
Schedule 1
Appendix A
Page 4 of 6

Based on the amounts attributable to commodity, transportation and load. _ -

balancing components of the PGVA, individual riders are determined and
applied to Sales service, Western T-service and Ontario T-service. The
unit rates are derived based on the 12 month test year forecast of volumes
(i.e. 12-month rolling rider methodology). The rate riders (i.e. Rider C unit
rates) become effective at the beginning of the quarter and specify, by rate
class, the unit rates for Sales, Western T-service and Ontario T-service
customers.

to account for the consequential effect of the changes in upstream \\\
transportation tolls. N

Requlatory Framework (Including Cost Awards)

parties for the purposes of the QRAM process; for example, serving
documents filed with the Board. An "interested party" is Board staff, an
intervenor in Enbridge's most recent rates proceeding, and any other
stakeholder in Enbridge's franchise area who advises Enbridge of its
interest in the QRAM process. The list of interested parties includes the
name of each interested party and, as each of them indicates, the name(s)
of their respective representative(s) and any limitation(s) on service (e.g.,
Enbridge also maintains and updates the address(es)
for service of each such representative.

16.

application only).
17. Fach «

quarter in question.
18.

evidence with the Board, and serves one or both on each interested '
party's representative(s), no fewer than 19, calendar, days prior to the

utility price for PGVA purposes, the corresponding gas supply charges for
sales service, the corresponding transportation charge for Sales and
Western T-service and delivery charges and gas supply load balancing

The application seeks approval of the applicable |

used to clear the PGVA balance. The application will include an executive

summary of the application in a tabular format or otherwise.

Interested parties may file with the Board, and serve on Enbridge and the
other interested parties, comments in response to each application. The

' 11| butthe PGVA is nevertheless .. [2]

Enbridge maintains and updates, from time to time, a list of interested‘g  ‘

“ I\ | for the remainder of the test year", in

| /[ Deleted: delivery
V) Deleted: s ]

\ | customers),
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<#>The following provisions also
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PGVA is to be cleared for the quarter
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question is the fourth one, the period
over which the PGVA is to be cleared:{
<#>If a material over or under
collection pertaining to a prior test
year is anticipated to be accumulated
and included in a current fiscal year
PGVA, Enbridge will notify all parties
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interested parties to provide
responsive comments to the Board
within the prescribed QRAM
deadlines. Enbridge will also outline
in its notification how it intends to deal
with the clearing of any material over
or under collection.
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after Enbridge files and serves its application. Enbridge may file with the /

Board, and serve on the interested parties, comments in reply to any
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days after the interested parties file and serve their respective responsive
comments.

19. The Board thereafter issues an order, prior to the quarter in question if
possible, approving the applicable utility price for PGVA purposes, the
corresponding gas supply charges for sales service, the corresponding
gas distribution, transportation and load balancing charges (when

PGVA, or modifying them as required, effective as of the beginning of the
quarter.

not anticipate awarding costs. Parties that meet the Board eligibility
criteria contained in the Board's Practice Direction on Cost Awards may
submit costs with supporting rationale as to how their participation
contributed to the Board'’s ability to decide on this matter.

21.  Any party eligible for an award of costs must file a claim with the Board
and Enbridge no later than ten days from the date of the Board’s decision
and order. Should Enbridge have any comments concerning any of the
claims, these concerns shall be forwarded to the Board and to the
claimant within seven days of receiving the claims. Any response to
Enbridge’s comments must be filed with the Board and Enbridge within
seven days of receiving the comments.

Pricing Information

22.  Enbridge's monthly bill displays the gas supply charges for Sales service‘x\

and the rate rider (if any) in effect for the month, and the total of the two
when there is a rate rider, expressed in ¢/m® in each case. Enbridge
ensures that customers are given a clear explanation, by means of a
message on the bill or a bill insert, of the pricing information displayed on
the bill and, whenever the pricing information changes, of the significance
of the changes.

23.  Enbridge posts on its website, promptly after receiving the Board’s order in
this regard, information on the gas supply charges for Sales service and
the rate rider (if any), and the total of the two when there is a rate rider,

- [ Deleted: ]
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Deleted: <#>There is another
procedure, though, whenever there is
no recalculated utility price for, and no
clearance of the PGVA commencing
with, a quarter subsequent to the first
quarter of a test year. Enbridge then
files an advisory letter with the Board,
and serves it on each interested party
and any other intervenor of record in
Enbridge's most recent rates
proceeding, no fewer than 20
business days prior to the first day of
the quarter in question. The advisory
letter provides Enbridge's forecast
price of natural gas based on the 21-
day strip, the resultant utility price
(approx.), and the reasons for
maintaining the existing rates for
sales and distribution services. The
advisory letter also provides the
following two schedules in the format
used for an application: "Summary of
Gas Costs to Operations”, but without
a variance column (%) for volumes
and costs, and "Projected Year-End
PGVA Balance".
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meaningful description of the posted information so as to inform
customers of its significance, in plain language, and of the significance of
changes in the posted information whenever change occurs.

Enbridge’s website provides links to other websites, such as
energyshop.com, that provide prices and other information on competitive
gas services in Enbridge's franchise area.

Enbridge also makes similar information available, through an additional
branch, on Enbridge’s Curtailment and Buy/Sell Information Line on a
timely basis.
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FORECAST OF GAS COSTS

Purpose of Evidence

1. The Company is updating its’ forecast of gas costs effective October 1, 2009 in
accordance with the Quarterly Rate Adjustment Mechanism in place and stemming
from Settlement Agreements and Board Decisions in RP-2000-0040,
RP-2002-0133 and RP-2003-0203.

2. The Company recalculated the Utility Price based upon a 21-day average of various
indices from August 1, 2009 to August 21, 2009 for 12 months commencing
October 1, 2009 and applied these monthly prices to the 2009 forecasted annual
volume of gas purchases as presented in EB-2008-0219 Exhibit B, Tab 5,

Schedule 2, page 1. The recalculated Utility Price is $236.950/10°m? ($6.287/GJ)
(as per Exhibit Q4-3, Tab 1, Schedule 1, p. 1). This represents a unit cost decrease
of $5.882/10°m? or $0.156/GJ to the forecasted Utility Price of $242.832/10°m?
($6.443/GJ) as filed in EB-2009-0145 Exhibit Q3-3, Tab 1, Schedule 1, page 1.

3. The above reference to a 21-day average of various indices is as follows. On a
daily basis Enbridge Gas Distribution Inc. ("Enbridge") receives a copy of “Gas
Daily”, an industry publication that provides, among other things, the high, low, and
settlement of the previous days NYMEX prices for the next 36 months. By tracking
the NYMEX index on a daily basis Enbridge can calculate a forecast Monthly price
on a go forward basis. The forecast monthly NYMEX price would be used as the
index underpinning deliveries at ANR, Kalkaska, CDA and EDA delivery points.
Also, Enbridge tracks the current and future Canadian/U.S. $ exchange rates on a
daily basis. Similar to the tracking of NYMEX prices, Enbridge uses the Natural
Gas Exchange ("NGX") web-site which provides pricing indices for a number of

different pricing points on a prospective basis. Enbridge logs this information along

Witness: D. R. Small
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with the NYMEX and Canadian/U.S. exchange rates so that it can calculate the
21-day average for different delivery points and apply the forward month’s forecast
price to the Company’s forecast of gas supply dependent upon contract terms or by
expected delivery point.

4. The Company is proposing to change its Utility Price effective October 1, 2009 to
$236.950/10°m? and change rates accordingly.

The recalculated Utility Price of $236.950/10°m?® represents an annual Western
Canadian price of approximately $4.968/GJ at Empress. This compares to the
forecasted April 2009 Utility Price of $242.832/10°m?® which represented an annual
Western Canadian price of approximately $5.113/GJ at Empress. The forecasted
July 2009 Utility Price was based upon a 21-day average of various prices,
exchange rates and basis differential from April 17, 2009 to May 15, 2009 for the
12 month period July 2009 to June 2010.

I
77777777777

Tab 1, Schedule 2, page 2, provides the revaluation of gas inventory based on the

2010 forecast of volumes and the change in the PGVA reference price. The total at

column 4 is used to form the January 1, 2010 Rider C unit rates as depicted at
Exhibit OX-3, Tab 4, Schedule 8

6. The derivation of the October 1, 2009 Reference Price is based upon TCPL tolls
effective January 1, 2009 as per NEB order TGI-03-2008 dated February 5, 2009.
The TCPL toll remains unchanged relative to the July 1, 2009 QRAM and is

“
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: <##>column 11 provides an
I update to the projected December 31,

Tab 1, Schedule 2, page 2, Column
11, which includes the forecasted
rollover of the projected December
31, 2008 PGVA balance, the impact
of the forecasted January 1, 2009,
April 1, 2009, July 1, 2009 and
October 1, 2009 inventory
revaluations and the projected Rider
C impact illustrates a projected
December 31, 2009 PGVA balance of
$(253.1) million. §

1

<#>The difference between the
projected 2008 PGVA balance (Q4-3,
Tab 1,

Schedule 2, p. 2, Column 11) and the
actual balance, inclusive of all related
Rider C amounts, will be cleared as a
one time adjustment as per the
Company'’s proposal within its 2009
Rate Application (EB-2008-0219,
Exhibit C, Tab 1, Schedule 1,
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$44.851/10°m? ($1.190/GJ) (as per Exhibit Q4-3, Tab 1, Schedule 1, p. 1).
Pursuant to the implementation of the new CIS system the remittance of a
T-Service Credit applicable to Ontario T-Service volumes will no longer be required.
For purposes of the October 1, 2009 QRAM the T-Service credits relating to Ontario
T-Service volumes as forecast in EB-2008-0219 (see Exhibit Q4-3, Tab 1,
Schedule 1, p.1, Item 13) have been removed.

- - [ Formatted: Bullets and Numbering J
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For an explanation of the Company’s proposal for how the projected PGVA balance *
will be cleared see Exhibit Q4-2, Tab 4, Schedule 1.
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RATE DESIGN — QUARTERLY RATE ADJUSTMENT MECHANISM

. The purpose of this evidence is to describe the effect on rates from a change in the
gas cost revenue requirement as part of the Ontario Energy Board (“Board”)
approved Quarterly Rate Adjustment Mechanism (“QRAM”). The decreased utility
reference price reflects a lower cost of gas purchases and lower load balancing and

transportation costs compared to rates currently in effect.

. The rate design exhibits supporting this QRAM application are found at Exhibit Q1-3,
Tab 4. Schedules 1 to 5 present the effect of the proposed utility price on revenues
and rates when compared with EB-2008-0263 October 1, 2008 rates currently in
effect. Schedule 6 shows customer bill impacts for various rate classes relative to
the EB-2008-0263 rates. Schedule 7 contains the rate handbook. The derivation of

the Rider C unit rates can be found at Schedule 8.

Utility Price

. The utility price during the fourth quarter of the 2008 Test Year is $387.103/103m3
($10.271/GJ @ 37.69 MJ/m®). Enbridge has recalculated the utility price for the first
guarter of the 2009 Test Year using the prescribed methodology set forth in the
Settlement Proposal as approved by the Board in the RP-2000-0040 proceeding,
and subsequently amended. The recalculated utility price for the first quarter is
$351.977/10°m3 ($9.339/GJ @ 37.69 M.J/m3) as outlined at Exhibit Q1-3, Tab 1,

1, 2009.

. The decreased utility price translates into a decrease in the revenue requirement
totaling $181.6 million, as seen at Exhibit Q1-3, Tab 2, Schedule 1, Line 12. As
shown in the above referenced exhibit, this impact is derived by calculating the

difference between the recalculated reference price of $351.977/103m3 and the
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reference price embedded in the EB-2008-0263 October 1, 2008 rates of
$387.103/10°m®. This differential of $35.126/10%m3 is then applied to the proposed
2009 forecast of sales volumes, Company use, Unbilled and Unaccounted For

“(UUF"), and Lost and Unaccounted For (“LUF") volumes.
. The decreases in carrying cost on inventory, working cash requirements, and the
capital taxes were also considered in the change in the revenue requirement

calculation.

Customer Impacts

. Exhibit Q1-3, Tab 4, Schedule 6 depicts the typical customer rate impacts relative to
the EB-2008-0263 October 1, 2008 rates. The impacts vary by rate class and are a
function of the proposed utility price. The gas supply charge will decrease for all
customers from 33.8 ¢/m3 to 30.4 ¢/m3. The change in the utility price lowers the
cost of lost and unaccounted for gas which results in a decrease in delivery charges
for all customer classes. Customers’ load balancing charges / transportation
charges will decrease due to lower carrying cost of gas in inventory and lower

transportation related costs.

The impact of the price changes discussed above on a typical residential customer
on system gas is an annualized decrease of approximately 6.5%, or $107 on an
annual bill of $1,535. Residential ABC T-service customers will see a decrease of
0.6% or $3.4 annually.

PGVA Clearing
. Enbridge’s existing Rider C unit rates for customers on sales service will continue to

be in effect until March 31, 2010. The extended clearing period to March 31, 2010
for Rider C was approved in the EB-2009-0309 Decision (October 1, 2009 ORAM).
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8. The existing Rider C unit rates were derived based on Enbridge’ previous

«--" ‘[Formatted: Bullets and Numbering J
methodoloqy for clearing the forecast balance in its PGVA. For residential
customers the existing Rider C is a refund of (6.9075) cents/m3.
9. Effective January 1, 2010, Enbridge will implement its new PGVA clearing < {Formatted: Bulets and Numbering J
methodology as was approved by the Board in the EB-2008-0106 proceeding.
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forecast balance of gas in inventory at the new reference price as is shown at Exhibit

04, Tab 1, Schedule 2, page XX. This results in a gas in inventory balance of $xx.0

million and a resulting Rider C unit rate of $x.xxx. cents/ m® for a residential

customer on sales service. This unit rate combined with the existing Rider C unit

rate creates an effective Rider C unit rate of $xxxx applicable to residential

customers on sales service. The Rider C unit rates are effective from January 1,

_ | Deleted: The Company is required
,,,,,,,,,, -~ | to clear the projected PGVA balance
shown at Exhibit Q1-3, Tab 4, Schedule 8.
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all quarters of the year if the preset
b threshold of 0.5 cents/m? is
‘\\ exceeded. The estimated year-end
PGVA balance is a credit of $60.9
\1\ million as shown at Exhibit Q1-3, Tab
1, Schedule 2, Page 4. This results in
a sales service rider credit of 1.2088
\\\ cents/m® for residential customers for
\\ | the period January 1, 2009 to
December 31, 2009

2010 to March 31, 2010. . The derivation of the gas in inventory, unit rates are,

W\
\\( Deleted: credit J
(Deleted: is J




ENBRIDGE GAS DISTRIBUTION INC.
Gas Acquisition Deferral Account
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Col. 1 Col. 2 Col. 3 Col. 4 Col. 5 Col. 6
Proceeding Purchase Reference Unit Rate Deferral
Line # Particulars Number Cost Unit Cost Price Difference Amount
$(000) 10°m? $/10°m*® $/10°m*® $/10°m*® $(000)
1 Cummulative to the end of December 2009 XXX XXX XXX XXX XXX XXX
Current QRAM Period

15 January, 2010 XXX XXX XXX XXX XXX XXX
16 February XXX XXX XXX XXX XXX XXX
17 March XXX XXX XXX XXX XXX XXX
18  April, 2010 XXX XXX XXX XXX XXX XXX
19 May XXX XXX XXX XXX XXX XXX
20 June XXX XXX XXX XXX XXX XXX
21 July, 2010 XXX XXX XXX XXX XXX XXX
22 August XXX XXX XXX XXX XXX XXX
23  September XXX XXX XXX XXX XXX XXX
24 October, 2010 XXX XXX XXX XXX XXX XXX
25 November XXX XXX XXX XXX XXX XXX
26 December XXX XXX XXX XXX XXX XXX
27 Total (Lines 15 to 26) XXX XXX XXX XXX XXX XXX
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ENBRIDGE GAS DISTRIBUTION INC.
Summary of Gas Supply Deferral Accounts: Gas in Inventory
Col. 1 Col. 2 Col. 3 Col. 4
Proceeding Reference Unit Rate Deferral
Line # Particulars Number Price Difference Amount
$/10°m* $/10°m* 10°m® $(000)
1  Cummulative to the end of December 2009 y.yy y.yy y.yy y.yy
Current QRAM Period
15 January, 2010 y.yy y.yy y.yy y.yy
16  February y.yy y.yy y.yy y.yy
17 March y.yy y.yy y.yy y.yy
18  April, 2010 y.yy y.yy y.yy y.yy
19 May y.yy y.yy y.yy y.yy
20  June y.yy y.yy y.yy y.yy
21 July, 2010 y.yy y.yy y.yy y.yy
22 August y.yy y.yy y.yy y.yy
23 September y.yy y.yy y.yy y.yy
24 October, 2010 y.yy y.yy y.yy y.yy
25 November y.yy y.yy y.yy y.yy
26  December y.yy y.yy y.yy y.yy

27  Total (Lines 15 to 26) y.yy y.yy y.yy y.yy
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ENBRIDGE GAS DISTRIBUTION INC.
Unit Rates for Component: Gas in Inventory

Col. 1 Col. 2 Col. 3 Col. 4 Col. 5
Year 2010
Line # Units Q1 Q2 Q3 Q4 Total Rider

1 Rate 1 Rider Q1 (cents/m®) z.2222 z.2222 z.2222 z.2222 2.2222
2 Rate 6 Rider Q1 (cents/m®) z.2222 z.2222 z.2222 z.2222 2.2222
3 Rate 9 Rider Q1 (cents/m®) z.2222 z.2222 z.2222 z.2222 2.2222
4 Rate 100 Rider Q1 (cents/m?) 2.2272 z.2272 2.2272 2.2272 2.2272
5 Rate 110 Rider Q1 (cents/m®) z.2222 z.2222 z.2222 z.2222 2.2222
6 Rate 115 Rider Q1 (cents/m®) z.2222 z.2222 z.2222 z.2222 2.2222
7 Rate 135 Rider Q1 (cents/m®) z.2222 z.2222 z.2222 z.2222 2.2222
8 Rate 145 Rider Q1 (cents/m®) z.2222 z.2222 z.2222 z.2222 2.2222
9 Rate 170 Rider Q1 (cents/m®) z.2222 z.2222 z.2222 z.2222 2.2222
10 Rate 200 Rider Q1 (cents/m®) z.2222 z.2222 z.2222 z.2222 2.2222
11 Rate 300 Rider Q1 (cents/m®) z.2222 z.2222 z.2222 z.2222 2.2222
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RIDER:
C

GAS COST ADJUSTMENT RIDER

The following adjustment is applicable to all gas sold or delivered during the period of January 1, 2010 to March 31, 2010.

Rate Class

Rate 1

Rate 6

Rate 9

Rate 100

Rate 110

Rate 115

Rate 135

Rate 145

Rate 170

Rate 200

Sales Service
(¢/m3)

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

0.0000

Western Ontario
Transportation Service  Transportation Service
(¢/m3) (¢/m?3)
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000

EFFECTIVE DATE:

January 1, 2010

IMPLEMENTATION DATE:

January 1, 2010

BOARD ORDER:

EB-2009-0172

REPLACING RATE EFFECTIVE:

October 1, 2009
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