
EB-2006-0606
IN THE MATTER OF the Ontario Energy Board Act, 1998, S.O. 1998, c.O.15, Sch. B;

AND IN THE MATTER OF an Application by Union Gas Limited for an Order or Orders approving or fixing rates for the sale, distribution, transmission and storage of gas commencing 
January 1, 2008.

TECHNICAL CONFERENCE QU3ESTIONS
FROM THE

SCHOOL ENERGY COALITION

Issue 1.1  What are the implications associated with a revenue cap, a price cap, and other alternative multi-year incentive ratemaking frameworks?
1. [C3.1]  Please confirm that non-commodity rates for small commercial (M2) customers fell by 18.5% from 1993 ($2,124) to 2007 ($1,730), an average of 1.3% per year.  Please confirm that this drop is before inflation, such that in constant dollars the drop would have been larger.  Please confirm that, under Union’s IR proposal, the same figure would increase from 2007 to 2008 by 5.6% from $1,730 to $1,827.  Please describe the primary reasons for the drop from 1993 to 2007, and in particular estimate the impact of a) rate design changes, b) transfer of ancillary businesses out of the utility, c) increased economies of scale, d) regulatory regime applicable, e) any other material factors.
2. [C3.1]  Please provide a chart similar to d) on page 3 for a school using 45,000 m3 per year and a school using 60,000 m3 per year, and include in that chart the proposed year 2008 figures.

3. [C4.6 Attachment p. 10]  Please explain the nature of the “process risk” presented by Enbridge as set forth in the slide.
4. [C10.1]  Please provide any information known to Union that would explain the substantial difference in Union’s cost per customer addition compared to Enbridge.
5. [C23.51, B/1/32, and R/5/30]  The bill comparisons for Union and Enbridge appear to demonstrate that Enbridge charges similar ratepayers about 40% more than Union for residential ratepayers, and at least 100% more than Union for non-residential general service ratepayers.  Union has noted that it has not been operating under annual rate cases for the last ten years, which PEG has noted is comparable to the norm in the United States.  To what extent, if any, does Union believe that its lower customer bills relative to Enbridge are the result of its less frequent cost of service rate applications?  
Issue 1.2  What is the method for incentive regulation that the Board should approve for each utility?
Issue 1.3  Should weather risk continue to be borne by the shareholders, and if so what other adjustments should be made?
6. [C23.9]  Please confirm that, if Union’s proposed adjustment for weather were calculated based on a 20 year trend of 5 year periods of degree days, the result would be a reduced adjustment for the 2008 through 2012 period.  Please calculate that amount, and show the details of that calculation.
Issue 2.1  What type of index should be used as the inflation factor?  Which should be used?
Issue 2.2  Should the inflation factor be based on actual or forecast?
Issue 2.3  How often should the Board update the inflation factor?
Issue 2.4  Should the gas utilities ROE be adjusted in each year of the incentive regulation plan using the Board’s approved ROE guidelines?
Issue 3.1  How should the X factor be determined?
Issue 3.2  What are the appropriate components of an X factor?
7. [C32.15]  Please provide the internal business cases for all large productivity-driven capital or operating projects during the period referred to.  If there were any followup documents, for example monitoring or assessing performance relative to business cases, please provide those as well.      

Issue 3.3  What are the expected cost and revenue changes during the IR plan that should be taken into account in determining an appropriate X factor?
8. [C23.22]  Please provide the data on the chart for the Executive level of employee.  Please advise whether the forecast compensation levels for 2007 are consistent with the Board-approved OM&A budget for 2007 and, if not, what significant differences exist.
9. [C23.52, Sched. 2]  Please recalculate the figures on this Schedule with the following changes:

a. Escalate revenues by the proposed price cap formula at the same assumed inflation rate as O&M.

b. Escalate salary and wage expense at 3% instead of 3.75%.

c. Keep the level of O&M expense capitalized at the same percentage of O&M as is expected in 2007, ie. 17.47%.

10. [C23.52, Sched. 2]  Please explain why the forecasts assume that capitalized O&M will drop year over year during the three forecast years.

11. [C23.52, Sched. 8]  Please provide the rate base continuity calculations supporting the figures on this schedule, ie. breakdowns by category, additions, depreciation and retirements in each category for each year, etc.  
Issue 4.1  Is it appropriate to include the impact of changes in average use in the annual adjustment?
Issue 4.2  How should the impact of changes in average use be calculated?
Issue 4.3  If so, how should the impact of changes in average use be applied?
12. [C1.8]  Please confirm that the compound annual reduction in normalized average use per customer for the seven years 2000 to 2006 inclusive was 1.51% per year.  

13. [C1.8] Please confirm that the impact of DSM on use per customer averaged 4/10ths of 1% from 2000 to 2005, then jumped to 8/10ths of 1% in 2006.  Please explain why this increase in DSM impact per customer occurred.  Please advise the cost per customer for all DSM programs for each year from 2000 to 2006 inclusive.  Please provide a chart showing the amount and calculation of the LRAM for each of the same years.
14. [C3.12, page 7, and C23.27] Please provide your best estimate of the changes in normalized average use per customer for customers currently in the M1 and M2 classes, and provide the method used to produce the estimate.  Please advise whether Union believes the trend applicable to Commercial Rate 10 customers would be a reasonable proxy for new Rate M2 customers.  If not, why not?
Issue 5.1  What are the Y factors that should be included in the IR plan?
Issue 5.2  What are the criteria for disposition?
Issue 6.1  What are the criteria for establishing Z factors that should be included in the IR plan?
15. [C1.11, Attach. 1] Please calculate the total fees that would have been payable in each of 2005 and 2006 based on the fee rates set forth in the London memo. 
16. [C1.13]  Please explain the answer, which remains confusing.

17. [C3.28]  Please confirm that, if Union has the same additions to the same categories for each of 2008 through 2012 as well, the annual decrease in revenue requirement will be as set forth in the attached spreadsheet entitled “CCA Rate Changes”, and the total pre-tax benefit to the shareholder of the tax change over the years 2007 through 2012 inclusive would be $29.0 million.

Issue 6.2  Should there be materiality tests, and if so, what should they be?
Issue 7.1  How should the impact of the NGEIR decisions, if any, be reflected in rates during the IR plan?
Issue 8.1  What is the appropriate plan term for each utility?
Issue 9.1  Should an off-ramp be included in the IR plan?
Issue 9.2  If so, what should be the parameters?
Issue 10.1  Should an ESM be included in the IR plan?
Issue 10.2  If so, what should be the parameters?
Issue 11.1  What information should the Board consider and stakeholders be provided with during the IR plan?
18. [C23.38]  Please provide the requested filings, in confidence if necessary.
Issue 11.2  What should be the frequency of the reporting requirements during the IR plan?
Issue 11.3  What should be the process and the role of the Board and stakeholders?
Issue 12.1  Annual adjustment.
Issue 12.2  New energy services.
Issue 12.3  Changes in rate design.
19. [C3.4]  Please advise whether, in the attachment, page 1, the “current rates” are the 2007 Board approved M1 rates, or the actual rates being charged in 2007 to these customers, the 2007 Board approved M2 rates.  Please provide the detailed calculations behind the charts on pages 1 and 2 of that Attachment.
20. [D/3/11]  Please recalculate all figures in this Schedule on the basis that the price cap increase is applied to both the fixed charge and the variable charge for each class.  Please add to the existing Schedule, and the recalculated Schedule requested, calculations for a school with 45,000 m3 of annual use and a school with 60,000 m3 of annual use.
Issue 12.4  Non-energy services.
21.  [C23.43]  Please confirm Union’s intention with its proposal that any changes to these charges would be, if not revenue neutral, at least profit neutral.

Issue 13.1  What information should the Board consider and stakeholders be provided with at the time of rebasing?
Issue 14.1  Are there adjustments that should be made to base year revenue requirements and/or rates?
22. [C23.52, Attachment]  Please provide a calculation of the impact on the forecasts in the attachment of the change in the CDN:US$ exchange rate from the 10% discount assumption used to the current level, parity.  If possible, please provide the same forecasts, but with the revised exchange rate.
Issue 14.2  If so, how should these adjustments be made?
Issue: CIS/Customer Care Application.  
General Questions
23. [C23.51]  Please provide the monthly volume profiles used in calculating each of the examples.  Please provide the full calculations of all of the numbers in the response, in Excel format.
24. [R/5/1/p.2]  Please confirm that Union based its price cap application largely on the Board Staff Discussion Paper referred to.
Respectfully submitted on behalf of the School Energy Coalition this 1st day of October, 2007.

SHIBLEY RIGHTON LLP

Per:______________________

Jay Shepherd
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