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I, 2005 YEAR-END DEFERRAL ACCOUNT BALANCES

At the end of December 2005, the balances accumulated in Union’s Board approved
deferral accounts total a credit of $10.979 million. This amount is comprised of $16.943
million in credits in gas supply related deferral accounts (the majority of which is
managed through the QRAM), $10.152 million in credits in Storage & Transportation
related deferral accounts, and $16.116 million in debits in the other deferral accounts.
Individual account balances are shown at Tab } Schedule t. Each account balance
includes interest up to December 31, 2005. Interest is computed monthly on the opening
balance of each account. The applicable interest rate used is the short-term debt rate of

4.15% approved by the Board in the RP-2003-0063 proceeding,

Deferral account balances have been categorized into three types: Gas Supply deferral

accounts, S&T deferral accounts and Other deferral accounts. The balances for each

account are discussed below,

GAS SUPPLY DEFERRAL ACCOUNTS

The balances recorded in the following gas supply related deferral accounts were

examined in each of Union’s four Quarterly Rate Adjustment Mechanism (“QRAM™)

applications in 2005.

179-105 North Purchased Gas Variance Account (“PGVA™)
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179-100 TCPL Tolls and fuel — Northern and Eastern Operations area

179-106 South PGVA
179-109 [nventory Revaluation

179-107 Spot Gas Variance Account

Union’s Board-approved QRAM process establishes reference prices for selected gas
supply-related deferral accounts and the prospective recovery, or refund, of the projected
balances of these accounts including interest, over the following 12 month period.
Variances between the forecast and actual prospective recovery amounts are tracked and

included in the amounts prospectively recovered in future QRAM proceedings.

Under the QRAM process, the actual year-end deferral account balances are subject to
the Board’s final approval. This application seeks that approval. The Board approved all

four of Union’s QRAM applications in 2005.

The balances for the two other gas supply related deferral accounts were not

prospectively recovered as part of the approved QRAM process. These accounts are as

follows:

Account No. 179-108 Unabsorbed Demand Costs

Account No. 179-89 Heating Value

April 2006
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Account No. 179-108 Unabsorbed Demand Costs

The credit balance of $1.888 million in the Unabsorbed Demand Costs {(“UDC”) account
is the difference between the actual unabsorbed demand costs incurred by Union and the
amount of unabsorbed demand costs included in rates as approved by the Board. All

credits are attributable to 2005 forecast UDC costs not incurred to serve customers in the

Northemn & Eastern Operations area.

Account No.179-89 Heating Value

The credit balance of $2.709 million in the Heating Value deferral account is the
difference between the actual heat content of the gas purchased and the forecast energy
content included in gas sales rates. The credit balance is the result of gas delivered to

customers having a lower average energy content than what was reflected in delivery

rates.

STORAGE AND TRANSPORTATION DEFERRAL ACCOUNTS

Actual net revenues from storage and transportation services are deferred against the net
revenues included in the rates approved by the Board in the RP-2003-0063 Rate Order.,
Balances in S&T deferral accounts are currently shared on a 75/25 basis between
ratepayers and the shareholder. The current credit balance of $10.152 million represents

the ratepayer portion in the following S&T deferral accounts,

Aprii 2006
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Account No. 179-69 Transportation and Exchange Services

The balance in the Transportation and Exchange Services deferral account is the
difference between actual net revenues for Transportation and Exchange Services
including C1 Interruptible Transportation, Energy Exchanges, M12 Transportation
Overrun, M12 and C1 Non-Loss-of-Critical-Unit Protected Firm Transportation, M12
Limited Firm/Interruptible Transportation and C1 Firm Short Term Transportation, and

the net revenues forecast for these services as approved by the Board for ratemaking

purposes.

The credit balance of $3.404 million is 75% of the variance between the Board approved
forecast of $0.688 million and actual net revenues 0f $5.227 million. The total variance

0f $4.539 million is primarily attributable to M12 Overrun and C1 short-term

interruptible service transportation,

Account No. 179-70 Short-Term Storage and Other Balancing Services

The balance in the Short-Term Storage and Other Balancing Services deferral account is
the difference between actual net revenues for Short-term Storage and Other Balancing
Services (including C1 Off-Peak Storage, Gas Loans, Consurmers’ LBA, Supplemental
Balancing Services, C1 Firm Peak Storage, C1 Firm Short-term Deliverability and M12

Interruptible Deliverability) and the net revenue forecast for these services as approved

by the Board for ratemaking purposes.

April 2006



EB-2006-0057
Exhibit A
Tab 1

Page 5 of 16

The credit balance of $6.708 million is 75% of the variance between the Board approved
forecast of $6.793 million and actual net revenues of $15.736 million. The total variance

of $8.943 million is primarily the result of increased sales of C1 peak and off peak

storage services.

Account No. 179-72 Long-Term Peak Storage Services

The balance in the Long- Term Peak Storage Service deferral account is the difference
between actual net revenues for Long-Term Peak Storage Services including C1 Firm

Peak Storage and the net revenues forecast for these services as approved by the Board

for ratemaking purposes.

The debit balance of $1.135 million is 75% of the variance between the Board approved
forecast of $17.965 million and actual netrevenues of $16.451 million. The total

variance of $1.514 million is attributable to lower sales of C1 long term peak storage than

forecast.

Account No. 179-73 Other S&T Services

The balance in the Other S&T Services deferral account is the difference between actual
net revenues for Other S&T Services including Off-system Capacity, Redirection/Name
Changes, Ontario Production and Other S&T services and the net revenues forecast for

these services as approved by the Board for ratemaking purposes.

April 2006
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The credit balance of $0.427 million is 75% of the variance between the Board approved

forecast of $0.460 million and actual nef revenues of $1.028 million.

Account No. 179-74 Other Direct Purchase Services

The credit balance of $0.749 million in the Other Direct Purchase Services deferral
account is 75% of the actual net revenues earned for Supplemental Load Balancing (T1

and R1) and T1 Storage Inventory Demand Charges. There were no revenues forecast in

2005.

OTHER DEFERRAL ACCOUNTS

The other deferral account balances are discussed below.

Account No, 179-26 Deferred Customer Rebates/Charges

The Deferred Customer Rebates/Charges account has no balance. This account captures
unclaimed cheques related to amounts refunded to customers that arose from the
disposition of deferral balances as approved by the Board, Disposition of deferral
accounts as approved by the Board in the EB 2005-0211 Rate Order were dealt with

prospectively in rates from July 1 to December 31, 2005, Asa result, no cheques were

1ssued and none retumed.

April 2006
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TransCanada

NewsRelease

TransCanada and Stakeholders Reach a Settlement for
2001 and 2002 Canadian Mainline System Services and Pricing

CALGARY, Alberta February 22, 2001 — (TSE: TRP) (NYSE: TRP) - TransCanada PipeLines
Limited today announced it has reached a settlement regarding 2001 and 2002 services and

pricing on its Canadian Mainline natural gas transmission system that resolves all issues other
than cost of capital. The parties agreed that the issue of cost of capital would be determined in
a different forum, The settlement is the result of broad industry negotiations and represents a

balance of interests among most of the negotiating parties.

“We are pleased to have reached this settlement, which will assist in meeting the needs of
TransCanada’s customers and shareholders,” said Doug Baldwin, TransCanada’s President
and Chief Executive Officer. “The settlement provides the foundation for further discussions
to ensure the Canadian Mainline System continues to compete effectively for market demand
and natural gas supplies. It’s also another example of what can be accomplished by working

collaboratively with industry stakeholders.”

Highlights of the Settlement

Revenue Requirement;
The settlement establishes the Canadian Mainline System’s fixed operating, maintenance and

administration; post employment benefits; and regulatory commission (OM&A) costs for the
next two years. All other elements of the 2001 and 2002 revenue requirements will be treated
on a flow through basis. OM&A variances between actual costs and those agreed to in the

settlement will accrue to TransCanada’s account.

OM&A costs for 2001, commencing January 1, 2001, are fixed at $223 million. Commencing
Januaryl, 2002, the OM&A costs for 2002 are fixed at $216.5 million. These amounts are
subject to adjustments from the final 2000 Merger and Cost Benefit Agreement account.

Depreciation is based on a composite rate of 2.75 per cent in 2001, compared to 2.65 per cent
in 2000. In 2002, the composite depreciation rate will increase to 2.90 per cent.

Contract Demand:
Contract demand will be estimated each year. Variance between forecast and actual contract

demand will be deferred and recovered in the following test year.



Incentives:
The settlement includes various incentive programs to assist in balancing the cost

incentive provided by the fixed OM&A agreement. Specific incentive programs include:

Fuel Gas and Power Incentive - to minimize total delivered costs. Details of this incentive are
to be determined by April 30, 2001,

Foreign Exchange Program - to reduce foreign exchange costs on Interest and Transportation
by Others in foreign currencies. Savings, to a benchmark, are shared equally between
TransCanada and its shippers. This program will terminate December 31, 2002.

Interest Rate Management Program - to reduce interest costs by managing fix/floating rates.
Savings are shared equally between TransCanada and shippers. This program will terminate

December 31, 2002.

Revenue /Asset Management Mechanism:
Revenue/Asset Management Mechanism - a commission to TransCanada of varying
percentages to provide an incentive to reduce asset costs and generate incremental revenue.

Revenue to TransCanada from this mechanism is capped at $5 million.

Services:
Firm Service (FT) - will be provided with Make-up and Authorized Overrun Service (AQS)

rights as described below:

FT Make-up - the Demand Charge associated with each FT shipper’s unutilized FT Demand
rights in each month will be credited towards that FT shipper’s Interruptible Service (IT)
invoice at the end of each month. This service will terminate December 31, 2002,

AQS - four per cent of each FT shipper’s monthly contract demand charges will be credited to
that shipper’s IT invoice each month. This service will terminate December 31, 2002,

Short Term Firm Service (STFT) ~ there is no change to the existing STFT offering. STFT will
remain as a biddable service with a floor price of 100 per cent of the FT toll.

IT ~ will remain as a biddable service. The price is based on a proxy for marginal fuel, plus
commodity toll, plus a contribution to fixed costs. The floor price for IT can vary between 80

per cent of the FT toll and 120 per cent of the FT toll.

Future Business Model:

The parties acknowledged that a competitive pipeline system is in the interest of all
stakeholders and wiil enable TransCanada to meet its needs and these of its customers,
supporting the long-term viability of the TransCanada system. By the end of August 2001,
TransCanada will work to present to the stakeholders, a specific business and regulatory
model for the future that will allow it to compete effectively for market demand and gas
supplies. Discussions with stakeholders regarding any new model, including a code of
conduct, wiil be initiated on or before September 17, 2001 and completed by February 28,

2002.

This settlement will form the basis of a formal agreement between the parties. Once

TransCanada and the parties have completed the agreement (anticipated by the end of this

March), TransCanada will apply to the National Energy Board for approval of the agreement,
2



gy company. It is focused on natural gas

TransCanada is a leading North American ener
complemented by employees who are expert

transmission, power, and gas marketing services,
in these businesses. The company's network of approximately 38,000 kilometres of pipeline

transports the majority of western Canada's natural gas production to the fastest growing
markets in Canada and the United States. TransCanada'’s common shares trade under the
symbol TRP on the Toronto and New York stock exchanges. Visit us on the internet at

www.transcanada.com for more information.
Note; All dollar amounts are expressed in Canadian funds, unless otherwise indicated.

(For a complete version of the Settlement, please visit TransCanada’s web site at
www. transcanada.com and follow the links to this news release.)

- 30 -

Glenn Herchak/Kurt Kadatz {403} 267-3309
David Moneta (403) 267-852}

Media Inquiries:

Analyst Inquiries:
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AMENDED DECISION AND ORDER

INTRODUCTION

BACKGROUND

In the fall of 2003, the Ontario Energy Board (the “Board”) began a comprehensive
sector review - the Natural Gas Forum ~ to examine ways to further improve the
efficiency and effectiveness of natural gas reguiation in Ontario. The outcome of the
review was a Board report, released on March 30, 2005, entitled Natural Gas
Regulation in Ontario: A Renewed Policy Framework (the “NGF Report").

In the NGF Report, the Board concluded that gas utilities should continue to provide a
regulated gas supply option and that proper costing and pricing of the services within
the regulated gas supply option were essential. The Board stated that the Quarterly
Rate Adjustment Mechanism ("QRAM"} should be a transparent benchmark that reflects
market prices and should reflect an appropriate trade-off between market prices and
price stability. The Board further noted that the method for determining the reference
price should be formulaic and consistent across natural gas utilities, as should the
methods for determining and disposing of Purchase Gas Variance Account (“PGVA")
balances. The Board also indicated that the harmonization of load balancing policies
and the manner in which natural gas utilities currently allocate costs between the
delivery and gas supply functions were matters that merited examination.

THE PROCEEDING

On May 29, 2008, the Board commenced a proceeding on its own motion pursuant to
sections 19 and 36 of the Ontario Energy Board Act, 1998 to determine the
methodology to be used by natural gas distributors for (1) gas commodity pricing, (ii)
load balancing and (iii) cost allocation between the supply and delivery functions in

refation to regulated gas supply.

On July 8, 2008, the Board issued Procedural Order No. 1 establishing the process by
which the Board would determine the issues to be considered in this proceeding. On
July 31, 2008 the Board convened an Issues Day to hear submissions on the proposed
issues list. On August 8, 2008 the Board issued Procedural Order No. 2 which
established the Issues List for this proceeding. in addition to the three areas noted
above, the Board also included issues refating to the standardization of the biiling
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terminologies and implementation matters stemming from the various proposals. The
issues list is reproduced as Appendix A to this Decision. The Board also directed Union
Gas Limited (“Union”), Enbridge Gas Distribution (“Enbridge” or “EGD") and Naturai Gas

Limited ("NRG") to file evidence.

The Procedural Order No. 2 also set out dates for filing evidence by gas utilities and
intervenors, interrogatories, responses to interrogatories, a technical conference and

the oral hearing.

Union, EGD and NRG filed their evidence on the set of issues by November 14, 2008.
In addition to the evidence of the gas utilities, the Board also received evidence from the
Gas Marketer Group (“GMG")." The Board held a Technical Conference on November
27th and 28th, 2008. The oral hearing was held on April 8, 13 and 16, 2009,

in addition to the arguments of Union, EGD, and NRG, the Board received final
arguments in this proceeding from Board staff and the following parties: the GMG: the
Vuinerable Energy Consumers Coalition (“VECC"); the Building Owners and Managers
Association of the Greater Toronto Area (‘BOMA"); the London Property Management
Association ("LPMA"); the Federation of Rental-housing Providers of Ontario ("FRPOM);
Canadian Manufacturers and Exporters (“CME"); the City of Kitchener (*Kitchener"); the
Low Income Energy Network (“LIEN"); the industrial Gas Users Association ("IGUA™;
and the School Energy Coalition (“SEC"). A complete list of participants is provided at

Appendix B.

ORGANIZATION OF THIS DECISION

This Decision is organized into five areas, which follow the Board's Issues list as
previously referenced. Those areas are: review of QRAM for natural gas distributors,
review of load balancing obligations for natural gas distributors, cost allocation, billing
terminology and implementation matters and cost awards.

! Direct Energy Marketing Limited, Ontario Energy Savings L..P. and Superior Energy Management L.P

-2-
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REVIEW OF QUARTERLY RATE ADJUSTMENT MECHANISM FOR
NATURAL GAS DISTRIBUTORS

Following the determination of the issues in this proceeding, Union and EGD
collaborated to propose a standardized Quarterly rate adjustment methodology. For its
part, Union proposed to streamline the regulatory review process and eliminate the
Intra-WACOG? deferral account in favour of a quarterly adjustment to delivery rates
within the QRAM process. EGD proposed to eliminate the trigger mechanisms, to adopt
the rolling 12 month rate rider methodology for clearing PGVA balances, and to

streamline the regulatory review process.

NRG's evidence focussed primarily on the issue of commodity pricing. NRG's quarterly
rate adjustment methodology is similar to the standardized methodology proposed by
Union and EGD. With the exception of certain changes to its filing requirements, NRG
proposed no changes to its existing QRAM for many of the same reasons noted by
Union and EGD. NRG's proposal is summarized in response to Board staff interrogatory

no. 1.

The GMG'’s evidence focussed primarily on the review of the QRAM proposed by Union
and EGD. While the GMG supported some of the changes to harmonize the different
elements of the QRAM proposed by Union and EGD, it argued that the overall QRAM is
not appropriate and should be rejected by the Board. The GMG submitted that the ideal
rate setting methodology is one that involves monthly price setting, monthly forecasting
and monthly dispositions of PGVA balances.? The GMG argued that the Board should
adopt a monthly rate adjustment mechanism (“MRAM") modelled on the approach

followed by regulated utilities in Alberta.

The review of the QRAM involved six sub-issues which are addressed below. The sub-
issues follow the Board's Issues list. These sub-issues are:

+ Trigger mechanism for changing the reference price or clearing the
purchased gas variance account:

 Price adjustment frequency and forecast periods;

? Intra-Weighted Average Cost of Gas
? GMG Argument, Paragraph 8, p. 2
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e Methodology for the calculation of the reference price;
¢ Deferral and variance accounts and disposition methodology:

o Effect of a change in the reference price on the revenue requirement;

¢ Filing requirements.

TRIGGER MECHANISM FOR CHANGING THE REFERENCE PRICE OR CLEARING
THE PURCHASE GAS VARIANCE ACCOUNT

BACKGROUND

The section deals with issues 1.1 and 1.2 from the Board's issues list which are:

1.1- Should there be a trigger mechanism to prompt a change in the reference price or
to clear the PGVA?

1.2 - If a trigger mechanism is desirable, what methodology or methodologies should be
used by natural gas distributors for setting the trigger to prompt a change in the
reference price or to clear the PGVA?

Union, EGD and NRG argued that there should be no trigger mechanism to prompt a
change in the reference price or to clear the PGVA balance. Currently, neither Union's
nor NRG's QRAMSs have a trigger mechanism while EGD’s current QRAM has two
triggers. The first trigger is set at $0.005/m3, and is used to trigger a change in the
reference price. The second trigger, which is also set at $0.005/m3, is used to
determine if the PGVA balance will be cleared. In this proceeding, EGD is proposing to
efiminate both triggers and to align its methodology with that of Union and NRG.

No party objected to the elimination of EGD’s current trigger mechanisms.

CCC submitted that the trigger mechanism has proven to provide little benefit
throughout the years and noted that there are no clear advantages or disadvantages to
the utility or its customers arising from the elimination of the trigger mechanisms.

IGUA submitted that the efimination of the trigger mechanisms would make the QRAM
more mechanical and certain, and would act to minimize balances in the PGVA.
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BOARD FINDINGS

The Board approves EGD's request to eliminate the trigger mechanisms. The rationale
for the triggers was to allow for reguliatory efficiencies and some level of rate stability.
However, since the implementation of the triggers in 2002, EGD has in effect operated
as if there was no trigger in place.* EGD explained that since adopting the trigger
mechanism in 2002, there have only been three instances where the trigger to effect a
change in the reference price was not reached and five instances where the disposition
of the PGVA was not triggered. In each of these instances, at least one of the triggers
was exceeded, thereby requiring EGD to file an application for a rate change.

In the Board's view there is no requirement for a trigger mechanism either to clear
PGVA balances or to prompt a change in the reference price. The elimination of the
trigger mechanism will ensure that the reference price is periodically updated to reflact
market prices, and will achieve further standardization of the rate adjustment

methodologies across distributors.

Therefore, the Board orders that EGD shall eliminate the trigger mechanisms starting
with the January 2010 QRAM application,

PRICE ADJUSTMENT FREQUENCY AND FORECAST PERIODS

BACKGROUND

This section of the Decision addresses the issues in relation to price adjustment
frequency and forecast periods.

Union, EGD and NRG proposed no changes to the current quarterly price adjustment
frequency or the current price forecast period. Under the current QRAM, the gas supply
reference price is based on a rolling 12 month forecast period that is updated quarterly.
The reference price represents an average cost for gas at Empress for the next 12
months determined over a 21-day strip. The quarterly updates to the reference price are
intended to ensure that the reference price reflects any changing market dynamics,

The utilities argued that their gas supply purchases follow a 12 month cycle that
encompasses the summer (storage injection) period and the winter (storage withdrawal)

* EGD pre-filed evidence, Exhibit E1, Paragraph 27, p.7

-5-
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period and that the 12 month price forecast utilized matches this pattern of gas supply
purchases.

The GMG submitted that the current 12 month price forecast period and price
adjustment frequency is not appropriate and proposed that the Board adopt a monthly
rate adjustment mechanism modelled on the approach followed by regulated utilities in

Alberta.

The GMG argued that the ideal rate setting methodology is one that involves monthly
price setting, monthly forecasting and monthly dispositions of the PGVA balances.’ The
GMG also argued that pricing estimates should align themselves with a utility’s buying
protacol © and since Union and EGD purchase gas on a monthly basis, the reference
price should change monthly. The GMG also argued that setting reference prices on a
one month forward basis will produce more accurate gas price forecasts, will more
closely match the cost and benefit of the regulated service, and reduce

intergenerational mismatches.’

In response to interrogatories from the utilities, most intervenors and Board staff, the
GMG revised its original proposal to reflect the manner in which gas utilities in Ontario
use storage.® The GMG proposed that the monthly index during the summer would be
a monthly default rate, while at the start of the winter season (November) the monthly
price would include the cost of gas withdrawn from storage, leading to a “blended”
WACOG (WACOG iI). Alternately, storage balances would be re-priced monthly at
prevailing prices, and customers would be either charged or credited for the difference ®

in its final submission the GMG submitted that the Board could also consider adopting a
methodology that is a compromise between the MRAM and the QRAM. Under this
approach the reference price would be reset on a monthly basis, but would still be
based on a 12 month forecast. Similarly, the PGVA balances would be disposed over a

12 month period.

Union, EGD and NRG argued that the monthly price adjustment and the one month
forward price forecast methodology is flawed and should be rejected by the Board.

* GMG Argument, Paragtaph 8, p. 2

® Ex. K3.1, line A2, GMG pre-filed evidence, page 2
" GMG Argument, Paragraph 8, p. 2

® Transcript Vol. 3, page 48, lines 25 - 28

? GMG response to Union interrogatory no. 8 (a)
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Union and EGD submitted that this approach does not take into consideration the
manner in which EGD and gas utilities in Ontario procure gas supplies and use storage.

EGD explained that unlike gas utilities in Alberta, which are in close proximity to a major
supply basin, it relies on long haul transportation at 100% load factor to move gas to the
Province. As a result, while EGD purchases gas on a monthly basis, its gas purchases
are based on a constant profile and are not intended to match the amount of gas
customers will consume in any given month. When gas deliveries are in excess of
consumption, such as in the summer months, the excess gas is stored and withdrawn in
the winter season when gas consumption exceeds gas deliveries. This means that gas
purchased in a particular month may not be consumed in the same month; however,
over a twelve month period the quantity of gas purchased and sold is equal.'

Therefore, EGD argued, applying a 12 month price to varying monthly consumption will
result in annual billings equal to annual purchases, assuming there is no variance
between forecast and actual prices. In contrast, applying a varying monthly price to
varying monthly consumption will resuit in a variance between annual billings and
annual purchases, even if there is no variance between forecast and actual prices. This
variance in annual billings and annual purchases will further add to the PGVA balances.

Union and EGD also argued that a monthly price forecasting approach does not ensure
that customers will necessarily receive the most accurate price signals. EGD explained
that it regularly purchases spot gas to meet winter demand."! These additional
purchases of spot gas are not priced at a monthly index price but rather at the spot price
at the time of purchase. Given that these additional gas purchases are not priced at the
monthly index price (settled in the previous month), variances would continue to accrue
in the PGVA even if the gas supply price was set on a one-month forward basis.

With respect to the GMG'’s revised proposal, Union and EGD submitted that the
blending of gas prices in the winter with the cost of gas taken out of storage will have
the effect of muting price signals'® which is one of the GMG's criticisms of the QRAM

methodology. ™

' EGD pre-filed evidence, Paragraph 31, p.9

'" Oral Hearing Transcript Vol. 2, p 35-37

'* GMG response to Union’s Interrogatory no. 8 (b)
" Transcript Vol. 3, page 50, lines | — 50
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To test if a better alternative to the QRAM was available, Union conducted an
examination of alternative rate adjustment mechanisms. A better aiternative was
defined as one that offers improved balance between price stability and market price

sensitivity.

Union's analysis concluded that the QRAM provides the best balance between price
stability and market price sensitivity compared to the other methods that were tested.
Notably scenario 3, which represents a monthly rate adjustment methodology using a
one month forecast period, was 98% less stable than the current QRAM and -T% less
accurate than the current QRAM.™ Based on its analysis Union argued that the existing
12 month forecast period provides customers with an appropriate balance between
market price sensitivity and price stability. Union also submitted that changing the gas
supply commedity charge quarterly is sufficiently responsive to changing market

conditions.

Union and EGD also argued that a reference price based on a 12 month forecast period
is better aligned with the multi-year offerings provided by the gas marketers, and that
monthly rate changes would be confusing for system customers and costly to
implement. The estimated cost of implementing the MRAM was in the range of $1.5 to

$2.5 miltion annually.

EGD also noted that the Manitoba Public Utilities Board (*MPUB?”) had declined to foliow
the Alberta model, because it did not want to introduce additional regulatory costs and
increase rate volatility by re-setting rates on a monthiy basis. In arriving at its
conclusion, the MPUB concurred with a similar conclusion reached by the British

Columbia Utilities Commission. 'S

NRG submitted that a forecast period of less than twelve months would not be
appropriate for its customer base. NRG submitted that its seasonal customers (e.g.,
farmers, grain dryers, etc.), who consume virtually all of their gas in the late summer
and early fall, would experience significantly more volatility if the reference price would
be set using a period shorter than 12 months. NRG also submitted that if the forecast
period is less than twelve months, any gas cost variance in this period would be
recovered or returned to a different set of consumers. '8

"* Union Pre-filed evidence, Ex E2, p. 19
'* EGD Argument-in-Chief, Paragraph 10, p.3
'“ NRG Argument, Paragraph 11-12, p, 2
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CCC argued that an MRAM approach would not bring greater transparency to the

marketplace, would not provide better price signals to customers, and is not consistent
with the way in which the LDCs purchase their gas. CCC further argued that a manthly
price setting methodology will result in increased confusion and costs for customers. "7

BOMA and LPMA submitted that matching a 12 month forecast for prices with the 12
month purchasing cycle is appropriate. BOMA and LPMA also supported a quarterly
price adjustment frequency. They submitted that the GMG proposal fails to recognize
the difference between consumption profiles and purchase profiles, and that “it would be
fundamentally unjust to customers to adopt a rate adjustment mechanism that ignores
the reality of gas purchasing and can result in some customers paying more than the
actual cost of gas while others pay less than the actual cost” '

CME submitted that the GMG had failed to demonstrate whether any customer groups
support monthly gas price changes over the current quarterly approach and if any
material benefit will flow to customers by moving to a monthly approach. CME also
submitted that the evidence supports the conclusion that the MRAM would increase rate
volatility, increase administrative and regulatory burdens, and cause customer

confusion. ?

IGUA submitted that changing gas supply and related costs monthly would merely raise
administrative costs without providing significantly more gas price transparency, and
that comparing multi-year fixed price offers against a one month forward gas price
forecast would be comparing “apples to oranges”2® IGUA also submitted that a
quarterfy change to commodity rates provides an appropriate balance between market

price reflectivity and rate stability.?'

VECC submitted that the GMG's proposal would harm small-volume residential
customers by increasing the volatility of overall utility sales rates and impairing the
ability of these customers to make informed decisions about their gas supply. VECC
also submitted that a reference price based on a rolling 12-month forecast period is an

"7 CCC Argument, Paragraph 15, p. 6
" BOMA & LPMA Argument, p ¢4
"> CME Argument, p. 3

© Ibid,, p.3

' FGUA Argument, p. 3 and p. 4
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appropriate benchmark for customers to use in evaluating the reasonableness of fixed-
price offerings.?

Kitchener submitted that its experience is that most customers prefer stabie rates and
that the GMG's proposal to have monthly rate adjustments would run counter to this

preference.

LIEN submitted that the MRAM would fikely resuit in greater volatility in rates than the
QRAM and that the GMG had not demonstrated that the MRAM would have other
consumer benefits that outweigh the disadvantage of the increased risk of volatility. 2

Board staff submitted that the GMG's proposal may expose system supply consumers
to higher price volatility, and may not be appropriate given the different operational
characteristics of Ontario utilities, especially with respect to the use of storage. Further,
Board staff noted that the benefits to customers do not appear to be commensurate with

the incremental costs of implementing a MRAM.?*

SEC argued that “a monthly adjustment system, if made sufficiently mechanistic, and if
stripped of the kind of contentious issues that have dogged the process in the past,
could be cost-effective and timely. This is particularly true if some or all of the
methodology selected by the Board going forward is a true-up of historical actuals rather

than a rolling forecast”.?

BOARD FINDINGS

After considering the options put forward by ail of the parties, the Board is of the view
that a 12 month forecast period and a quarterly rate adjustment frequency remains
appropriate. The Board's reasons for so finding are set out below.

In the Board's view, the 12 month forecast period takes into consideration the manner in
which the natural gas utilities incur their gas supply costs. In contrast, establishing a
reference price using a one-month forward basis would not be reflective of the manner
in which gas utilities in Ontario procure gas supply and use storage. The Board notes
that the analysis presented by LPMA and BOMA further illustrates that the GMG's
proposal does not take into account the difference between consumption and gas

% VECC Argument, p. Paragraph 16, p. 4
2 LIEN Argument, Paragraph 20, p. 5

** Board staff Submission, p. 5

* SEC Argument, Paragraph 10, p. 2
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acquisition profiles, and could resuit in some customers paying more than the actual
cost of gas while others pay less than the actual cost. NRG, which has significant

seasonal load, raised similar concerns.

The Board does not accept the GMG's argument that the monthly forecasting method
provides customers with more accurate price signals than the rolling 12 month method.

The Board notes that the GMG acknowliedged that it's revised proposal, which blends
the price of gas in the winter with the cost of gas taken out of storage, has the effect of
muting price signals.*® Given that one of the fundamental reasons advanced by the
GMG for proposing a change to the current rolling 12 month forecast period is that it has
the effect of distorting price signals, 2’the Board is not convinced that the GMG's
proposals will provide system gas customers with improved price signals.

The Board also notes that the GMG's alternative with respect to dealing with storage
would require utilities to revalue gas in storage on a monthly basis. In this regard, the
Board notes that Union’s witness explained that this approach “absolutely wouid not

work” and will result in large rate riders through the summer months, when little

consumption is occurring.?

The Board also considered the GMG's position that monthly gas cost changes would
enhance gas consumers’ ability to compare default supply options with competitive
muliti-year fixed price supply options.

In the Board's view, comparing multi-year fixed price offerings such as those provided
by gas marketers with a monthly reference price is not an appropriate comparison and
will not assist consumers in making informed decisions about their energy choices. The
Board believes that the rolling 12-month forecast period removes the effects of
seasonality and is a suitable benchmark for customers to use in evaluating the
reasonableness of multi-year fixed-price offerings (which necessarily remove

seasonality effects).

In its final arguments the GMG proposed that the Board could adopt a compromise
between the QRAM and the MRAM. Under this approach, the reference price would be
forecast on a rolling 12-month basis, and the prices would be set monthly.

** GMG response to Union’s Interrogatory no. § (b)
*" GMG Pre-fifed evidence, p. 21
* Oral Hearing Transcript Vol. 1, p. 62, 1.14-27
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The Board notes that under the GMG'’s original and revised proposals, the utilities would
be required to prepare and file a rate application with the Board every month, effect rate
changes in the bifling system, and communicate them to all customers. This change
could result in incremental costs of about $2.45 million per year for Union %®and about
$1.5 million per year for EGD.?® While these cost estimates are ‘high level estimates,
the Board agrees with intervenors and Board staff that the benefits to customers do not
appear to be commensurate with the incremental costs of implementing an MRAM. With
respect to the price adjustment frequency, the Board agrees with the conclusion of the
NGF Report which states that the current pricing process, whereby the price is set every
three months on the basis of a 12-month price forecast, represents a balance between

market-price signals and price stability.*'

METHODOLOGY FOR THE CALCULATION OF THE REFERENCE PRICE

BACKGROUND

This section of the Decision addresses issues 3.1 to 3.4. The central question on this
issue is whether or not a single Ontario-wide reference price should be used as the

basis for the gas supply commodity charge.

Union noted that it and EGD use a common methodology to determine their respective
gas supply reference price. The gas supply reference price is based on a forecast of
market prices at Empress using a 21-day market strip over a 12 month period. To set
the gas supply charge for sales service customers, the utilities add to the gas supply
reference price: compressor fuel charges to transport the commodity to the delivery
area(s), commodity related bad debt and working cash requirements, and the gas
supply administrative fee. The result is a gas supply or commodity charge that varies
somewhat between the utilities but reflects the respective costs of each utility.2

The utilities did not support the establishment of a single Ontario-wide reference price
as the basis for the gas supply commodity charge. Given that natural gas distributors
operate their distribution systems differently and use different purchasing strategies,
Union, EGD and NRG argued that the average price for the commodity will also vary

# Undertaking J1.1

*" EGD Pre-filed, Exhibit E1, Paragraph 208, p. 59
' NGF Report, p. 68

* Union pre-filed evidence, Ex E2, p.26
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across distributors. Union, EGD and NRG submitted that the current methodology
minimizes variances that would otherwise be accumulated in the PGVA and better

reflects the market prices for each utility.

BOMA and L.LPMA submitted that each utility has a unique supply portfolio that meets its
operational needs and reflects its geographic location, and as such the average price of
the gas will also vary across distributors. Imposing a single Ontario-wide reference
price would not match the respective costs of Union or EGD and woulld lead to higher
PGVA balances and greater rate volatility. CME supported the position of BOMA and

LPMA.

Kitchener supported the utilities’ proposal that no change should be made to the current
methodology.

VECC was also of the view that it is not necessary to provide for a single Ontario-wide
reference price for the reasons outlined by the utilities in their evidence and arguments.

The GMG stated in their pre-filed evidence that a single Ontario-wide monthly reference
price that reflects the cost of gas delivered to the reference point {e.g. Dawn or city-
gate), would provide consumers with pricing which reflects supply/demand in the
consuming area. The GMG aiso argued that this approach would be beneficial to
Customers as a published index wil clearly show consumers how their bills are being
caiculated and will allow them to make conservation decisions on a fully informed basis.
However, the GMG concluded by stating that it was unable to propose implementation
of a single Ontario-wide reference price in the absence of unbundling of storage and
transportation, which is not within the scope of this proceeding. ®

BOARD FINDINGS

The Board agrees with the position of the utilities and most intervenors that establishing
a single Ontario-wide monthly reference price would lead to higher variance account

balances and greater rate volatility.

Y Ex. B8, E14, E19, page 24
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With respect to the position of the GMG that this approach would benefit customers, the
Board notes that this argument was not supported by any market research or any
intervenors representing customer groups.

The Board finds that the current methodology used to establish the reference price shall
continue.

DEFERRAL AND VARIANCE ACCOUNT AND DISPOSITION METHODOLOGY

BACKGROUND

This section of the Decision addresses issues 4.1 to 4.5. The Board has grouped these
issues under three broad issues which are:

» What deferral and variance accounts should gas utilities use to capture
variances in commodity, transportation, load balancing and inventory

revaluations?

¢ What methodology should be used to dispose of the account balances?

¢ Should there be a final adjustment to re-allocate the PGVA balances?

Currently, Union uses separate commodity accounts in the North and in the South. The
balances in these accounts are disposed by means of a rate rider over a rolling 12~

month period.

The North PGVA only captures commodity price variances. The variances in the North
PGVA are allocated to sales service customers. In the North, Union provides
transportation services to all bundled customers including sales and direct purchase
("DP") customers. The transportation tolls in the North are captured in the TCPL Tolls
and Fuel deferral account and the variances in transportation costs are allocated to both

sales service and DP customers.

The South PGVA captures variances in both gas supply commodify and upstream
transportation costs. This is because DP customers do not pay Union for either the gas
supply commodity or upstream transportation costs. Accordingly, the balances in the
South PGVA are allocated to sales service customers.

-14.
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In addition to the North PGVA, the TCPL Tolls and Fuel deferral account and the South
PGVA, Union also disposes of the Spot Gas Variance account and the Inventory
Revaiuation deferral account as part of the QRAM process. Union automatically clears
the balances in these accounts by means of rate riders over a rolting 12 month period.

In comparison, EGD’s PGVA account captures variances attributable to commodity,
transportation and load balancing. The projected year-end PGVA balance for each
quarter is cleared by means of a rate rider. The rate rider is derived by dividing the
projected year-end PGVA balance by the budgeted sales volumes for the remaining
months of the fiscal year. EDG assumes that the price variances captured in the PGVA
are solely attributable to the commodity and therefore the rate rider applies to sales
service customers only. At the end of the fiscal year, EGD performs a true-up whereby
the year-end PGVA balance is separated into variances attributable to commodity,
transportation and joad balancing. These variances are allocated to the appropriate

customer groups based on cost causality.

The Board reviews NRG's Purchased Gas Commeodity Variance Account ("PGCVA") as
part of the QRAM. Similar to Union’s methodology, NRG clears the balances in this
account over a rolling 12 month period.

Union, EGD and NRG proposed no changes to the existing accounts or the manner in
which the balances are recorded in these accounts, With respect to the different
disposition methodologies, EGD proposed to adopt Union’s methodology to determine
the PGVA balances and the manner in which the rate rider is derived. Further, EGD
proposed to identify the PGVA balances attributable to commodity, transportation and
load balancing as part of the QRAM. Based on this breakdown, individual rate riders
would be calculated and would apply to sales service, western bundled transportation
service ("T-service”), and Ontario T-service customers. This approach would eliminate
the need for the existing one-time true-up mechanism at year-end.** EGD estimated a
one-time implementation cost of $100,000 to cover the incremental costs of printing,

design and communication.
NRG did not propose any changes to its disposition methodology.

With the exception of the GMG, all intervenors supported the changes proposed by
EGD.

** Exhibit E1, Paragraph 53, p. 18
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No party objected to Union and NRG's proposal to continue its existing accounts or the
manner in which the accounts are cleared.

BOMA and LPMA submitted that the deferral and variance accounts used by both Union
and EGD are appropriate and that no change is required to these accounts. BOMA and
LPMA further added that EGD’s current disposition methodology was “inferior to the 12
month methodology used by Union”.*® They added that EGD's current methodology
can result in significant rate volatility and can resuit in cross subsidization among

customers.”

IGUA noted that the use of a 12 month rolling disposition methodology would lower rate
impacts, remove EGD's discretion in respect of the disposition period and better
facilitate recovery of the variances from all customers in an equitable manner.2®

SEC submitted that the Union's approach is to be preferred. SEC further added that the
fact that Enbridge has in the past extended the recovery period beyond the rate year
because of inappropriate bill impacts suggests that it is not a good approach.”

The GMG submitted that the disposition methodology to clear PGVA balances should
match the price forecast period and the price adjustment frequency. Because gas prices
are adjusted every month, the GMG proposed the balances in the PGVA shouid also be
cleared over one month as opposed to 12-months, proposed by the gas utilities. The
GMG submitted that the advantage of a monthly disposition is that it provides customers
with more accurate price signals and will better match the recovery of the PGVA

balances from customers who cause them.

BOARD FINDINGS

The Board finds that the existing deferral and variance accounts used by Union, EGD
and NRG remain appropriate and that no change is required to these accounts. The
Board aiso finds that disposing of the account balances on a rolling 12-month basis is

an appropriate methodology.

The Board agrees with EGD and other parties that the 12-month rolling approach will
reduce the volatility of the rate riders, especially during the third and last quarters where

¥ BOMA and LPMA Argument, p. 6
IGUA Argument, Paragraph 2, p. 2
*" SEC Argument, Paragraph 14, p. 3
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the volumes over which the balances are spread out are considerably smaller. The
Board sees merit in disposing of previous PGVA balances as opposed to a year-end
forecast balance. The Board also notes that disposing of the balances over a 12-month
basis would contribute to the elimination of a year-end true up.

The Board does not accept the arguments of the GMG that clearing PGVA balances
monthly will lead to improved price signals. The Board agrees with EGD and other
parties that a monthly deferral account disposition methodology has the potential to
exacerbate the underlying volatility in natural gas commodity prices, thereby exposing
customers to an effective price that can be significantly different from the actual price of
the commodity. EGD further explained that for example, were spot gas purchases to
occur in the month of March, the PGVA variance wouid be cleared in April, when
volumes are generally much lower, resulting in a sizable rate rider in April,

The Board also does not accept the GMG's argument that the monthly clearing of
PGVA balances will better match the recovery of the PGVA balances from customers
who cause them. The utilities provided adequate evidence that gas purchases in any
month are not necessarily made to be consumed in that same month and disposing of
PGVA balances over a 12 month period is consistent with that approach. Further, the
clearance of account balances over a shorter time period creates the potential for cross
subsidization across customers. Union’s evidence at pages 30 and 31 of Exhibit E2
provides examples of such potential cross subsidization.

The Board approves EGD's proposal to adopt the rolling 12-month disposition
methodology for clearing the PGVA balance and orders that EGD shall implement this
change starting with its January 2010 QRAM application. Going forward, in each
quarter, EGD shall identify and support, as part of its QRAM application, the elements of
its PGVA attributable to commodity, transportation and load balancing costs. Based on
this breakdown, individual riders shall be determined and applied where applicable to
sales service, western bundled T-service, and Ontario T-service customers based on
the existing Board approved cost aliocation methodology.

The Board orders EGD to record the costs of implementing this change in a deferral
account for review and disposition in a subsequent proceeding.

-17-
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EFFECT OF A CHANGE IN THE REFERENCE PRICE ON THE REVENUE
REQUIREMENT

BACKGROUND

This section of the Decision relates to issues 5.1 and 5.2.

A change in the gas reference price also affects the carrying costs of gas in inventory,
working cash allowance, capital taxes, and unaccounted for gas ("UFG"). These
changes impact the revenue requirement and are reflected in delivery rates.

Currently EGD and Union follow different approaches on how changes to the revenue
requirement are treated.

EGD updates its delivery rates every quarter to account for changes in the revenue
requirement due to these delivery-related costs. A summary of these changes is
provided at Exhibit E1, page 21. Union uses the Intra-Period WACOG deferral account

to record the change in the carrying costs of gas in inventory, compressor fuel and
UFG. This account is reviewed and cleared annually.

A change in the reference price currently has no impact on NRG's revenue requirement.
This is because NRG does not have any gas in inventory and consequently incurs no
inventory carrying costs or compressor fuel costs.

Union proposed to adopt EGD's approach with respect to these costs. Specificaily,
Union proposed to eliminate the Intra-Period WACOG deferral account and adjust
delivery rates quarterly to account for changes in the carrying costs of gas in inventory,
compressor fuel and UFG. Union proposed to implement these changes in its next

QRAM application following the issuance of this decision.

With the exception of SEC, all intervenors and Board staff supported Union’s proposal
to eliminate the Intra-WACQOG deferral account.

SEC argued that distributors should not be held harmless with respect to commodity-
related operational costs. In SEC's view, these costs should be managed to a budgeted
level like any other distribution cost. SEC also submitted that load balancing costs,
including gas inventory, upstream transportation and storage costs should be treated
like any other cost of the distribution business, and shouid be forecast and not adjusted
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during the year. SEC also supported an annual update to delivery rates, noting that
quarterly changes to delivery rates can complicate the QRAM process.

Union submitted that SEC's argument is beyond the scope of this proceeding and
shouid be rejected by the Board. Union argued that it has not filed any evidence which
addresses SEC's argument nor did SEC ask any relevant interrogatories or conduct
cross-examination on the issue. Union also noted that the issue raised by SEC was
previously decided by the Board in RP-1999-0017, where the Board concluded that
Union should not be at the risk for the recovery of such costs since gas prices are
largely beyond management's control. Union also noted that since the Board’s Decision
in RP-1989-0017, Union's approach has received Board approval in each of Union's
subsequent cost of service and deferral account disposition proceedings.

BOARD FINDINGS

The Board disagrees with Union and EGD that the issue raised by SEC is not in scope
in this proceeding. The Board finds that SEC's issue falls within Issue 5.2 of the

Board's issues list.

However, the Board is not persuaded by SEC’s argument. The Board believes that
SEC's proposed treatment of load balancing costs, upstream transportation and storage
costs would be inappropriate as it would effectively make distributors’ responsible for
costs that are beyond their control. This would constitute a fundamental change to the
regulatory compact that would aiter the risk profile of the distributors. In addition, the
manner in which costs are recovered in rates (e.g. through the gas supply charge or
load balancing/delivery charge) should not be confused with the nature of these costs.
For example, load balancing costs are incurred on behalf of all bundled service
customers and while the costs are tied to fluctuations in gas prices, they cannot be
recovered through the gas supply charge as this charge is only applicable to sales

service customers.

Finally, Board sees no compelling reasons to deviate from the Board’s Decision in RP-
1899-0017 which stated that:

The Board is prepared to accept adjustments to reflect changes to gas prices
and thereby reduce this risk to which the Company would otherwise be
exposed. The Board deals with the methodology for the treatment of
unaccounted-for gas volumes separately below in Section 2.5.7. With respect
to inventory carrying costs and compressor fuel the Board accepis Union's

-19-



AMENDED DECISION AND ORDER

proposal that these be dealt with annually through the customer review
process on a forecast basis. The Board believes that it is appropriate for
Union to be at risk for volume variances in these items, at least a year at a
time as they have proposed. However, since the Board believes that gas
prices are largely beyond management's control it directs that price variances
be tracked and dealt with annually through the customer review process.

The Board finds that the standardization proposal of Union is appropriate and directs
Union to close the Intra-Period WACOG deferral account as of December 31, 2009.
Any balance accumulated in the intra-Period WACOG Deferral account prior to delivery
rates being adjusted shall be disposed as part of the annual deferral account disposition
proceeding. Starting with its January 2010 QRAM application Union shall adjust delivery
rates quarterly to account for changes in the carrying costs of gas in inventory,
compressor fuel and UFG.

FILING REQUIREMENTS

With regard to filing requirements, there are two issues before the Board. The first deals
with the request from Union and EGD to further streamiine the QRAM review process
and the second is in relation to establishing standardized filing requirements.

QRAM Review Process:

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. This 45 calendar day period is used to prepare the application, receive
Board approval, prepare notices of rate changes for customers, and to implement the
rate changes. Union and EGD have proposed to shorten this 45 calendar day review
period to a 30 calendar day review period. Union and EGD submitted that this change
would provide a better price signal and could reduce variances in the PGVA.

IGUA stated that the Board should change Union’s QRAM process to the process used
by EGD (i.e. no notice of proceeding or procedurat order) in order to provide regularity

and predictability to Union's QRAM process timing.

Board staff submitted that the review process currently followed by EGD is more
efficient than Union’s as the application is automatically forwarded to all parties and the
dates for comments and replies are pre-determined. Board staff further submitted that

-20-



AMENDED DECISION AND ORDER

adopting the EGD process for all distributors would efiminate the need for the issuance
of a notice and procedural order and would further standardize the regulatory review

process.

In addition, BOMA, LPMA, CCC, CME, Kitchener and VECC supported the proposal of
the distributors to streamline the review process.

With respect to the regulatory review process, EGD follows a process where once the
QRAM appilication is filed with the Board, copies are e-mailed to all parties in EGD’s
most recent rates proceeding for review and comment. The Board does not issue a
notice of proceeding or procedural order as the timing for the process is pre-
established. Intervenors are allotted 7 calendar days to file comments. EGD files its
reply with the Board and serves intervenors within 7 calendar days. The Board issues
its decision within a week from the date reply comments are filed.

From the time EGD's application is filed with the Board to the date a decision is issued
typicaily takes about 21 calendar days. in order to meet the 30 calendar day review
period, EGD proposed to shorten the time for comments to 5 calendar days, (previously
7 calendar days) and the time for EGD's reply comments to 2 calendar days (previously

7 calendar days),

The Board follows a slightly different process for Union's QRAM applications. The
Board issues a Notice of Written Hearing and Procedural Order (“Notice™) once the
application is fiied. The Notice is not published but is served to all intervenors in Union's
last rate case. The Notice provides time for comments on the nature of the hearing,
intervenor comments and Union's reply following which the Board issues its decision.
From the time that Union files its QRAM application to the date the Board issues its
decision takes 21 calendar days. Union is proposing to shorten this period to about 14
calendar days. in order to meet these timelines, Union proposed to expedite the timing
of their application to five business days, and reduce the intervenor comment period

from 12 to 7 days.

The Board's regulatory review process for NRG's QRAM application is the same as the
approach followed by the Board in Union's case. NRG js proposing no changes to the

regulatory review process.
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BOARD FINDINGS

The Board directs EGD and Union to move the close of the 21-day strip to 31 calendar
days before the effective date of the rate change. The Board directs NRG to move the
close of 10 day strip to 31 calendar days before the effective date of the rate change.
This change would provide a better price signal by virtue of shortening the time between
the forecast end date and the QRAM effective date. Further, this could reduce

variances in the PGVA.

The Board also concludes that there are merits to estabiishing a consistent regulatory
review process for Union, EGD and NRG. Consequently, the Board considers it
appropriate to establish the following review process for Union, EGD and NRG, and
directs the natural gas distributors to implement these changes starting in their
respective January 2010 QRAM application. The revised regulatory process is below.

The Board directs EGD to file a QRAM application with the Board within 12 calendar
days from the close of the 21-day strip.® EGD shall serve the application and evidence
to alt intervenors in this case and in EGD's most recent rates proceeding, for review and
comment. Intervenors and Board staff will have 5 calendar days to file comments. EGD
will have 2 calendar days to respond to any comments. Thereafter the Board will issue
its decision and order by the 25th of the month to allow EGD to implement the rate

changes.*

The Board directs Union to file a QRAM application with the Board within 6 calendar
days from the close of the 21 day strip.*® Union shall serve the application and
evidence to all intervenors in this case and in Union’s most recent rates proceeding, for
review and comment. intervenors and Board staff will have 5 calendar days to file
comments. Union will have 2 calendar days to file responses to any comments
received. Thereafter the Board will issue its decision and order by the 19th of the month

to allow Union to implement the rate changes.

The Board directs NRG to file a QRAM application with the Board within 8 calendar
days from the close of the 10 day strip. NRG shall serve the application on all
intervenors in NRG’s last rates case. Intervenors and Board staff will have 5 calendar

¥ Exhibit E1, Paragraph 95, p. 30, Table Y - EGD explained that it requires 12 calendar days to prepare and file a

QRAM application,
*> EGD Pre-filed evidence, Ex E1, Paragraph 94, p. 30
“ Exhibit E2, p. 38 - Union indicated that it requires 5 business days to prepare and file a QRAM application and 8

days to prepare the communications package.
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days to filte comments. NRG will have 3 calendar days to file responses to any
comments received. Thereafter the Board will issue its decision by the 25th of the
month to allow NRG to implement the rate changes.

Standardized Filing Requirements:

Union and EGD supported the development of standard filing requirements consisting of
common summary schedules in order to facilitate an effective and efficient regulatory
review process. To this effect, the distributors proposed to consult with stakeholders to
develop a consistent approach to the presentation of the information.

Union and EGD submitted that due to operational differences between the two
distributors, it would not be possible to have identical (i.e., with identical inputs, format,
number of lines or pages, etc.) filing requirements. in EGD's view, having identicai filing
requirements would not provide any incremental benefit to ratepayers.

NRG proposed to eliminate schedules 5, 10 and 11. NRG argued that schedules 10 and
11 relate to the Purchased Gas Transportation Variance Account ("PGTVA"), which is
not cleared as part of the QRAM process, and schedule 5 deals with the trigger
mechanism and is no longer required.

VECC stated that. “Enbridge provides more detail on supply volumes and unit prices by
supply point than Union, and accordingly VECC submits that Union should provide

similar detail” !

BOMA, LPMA, CCC, CME, IGUA, Kitchener and Board staff supported the proposal of
the distributors to standardize the filing requirements to the extent possible. No party
objected to NRG's request to eliminate schedules 5, 10 and 11 from its QRAM filing.

The GMG supported establishing standardized filing requirements and a streamiined
review process. Specificaily, with respect to the MRAM, the GMG proposed that the
Board adopt the MRAM filing requirements and the regulatory review process followed
by the Alberta Utilities Commission. The proposed filing requirements are found at
Appendix A of the GMG's pre-filed evidence.

* VECC Argument, Paragraph 49, p, 13
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AMENDED DECISION AND ORDER

BOARD FINDINGS

Given the operational differences between the two utilities, the Board is of the view that
it is not appropriate to require Union and EGD to have identical filing requirements;
however, the Board agrees that establishing some level of standardization in the QRAM
applications will facilitate an effective and efficient regulatory review process. Therefore
the Board orders that at minimum, future QRAM appiications of Union, EGD and NRG
should contain the schedules that are filed as part of their current QRAM application. In
the case of Union and EGD, these include schedules relating to gas commodity price
forecast calculations and determination of the QRAM reference price, gas cost deferral
amounts and disposition, bill impacts and working papers relating to delivery rate
changes, derivation of the rider(s), change in annualized revenue requirement,
derivation of rates, changes to the approved rates, rate schedules, customer rate
notices, and other non-routine changes such as approved TCPL toll changes.
Appendices to the QRAM rate order shall include (i) changes to the approved rates, (ji)
approved rate schedules, (jii) customer notices.

The Board also directs Union and EGD to jointly work with intervenors in this
proceeding to determine how the above information shall be presented by the utilities in
their QRAM applications. The changes to the filings should be implemented in the

January 2010 QRAM.

The Board also approves NRG's request to remove schedules 5, 10 and 11 from its
QRAM application. The Board directs NRG to implement this change in its January

2010 QRAM appilication.
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d. Permanent demand destruction, offsetting the contract revenue increases described
above, of $3.0 million is a direct result of significant additional plant closures in

Union’s large infranchise contract markets.

2008 General Service Revenues

The actual total general service delivery revenue in 2008 was $574.9 miilion (Appendix
A, Schedule 9, Column (r), line 6), prior to adjustments, compared to the 2007 Board
approved forecast of $565.2 million (Appendix A, Schedule 9, Column (f), line 6). The
primary contributors to the variance of $9.7 million were colder than normal weather in
2008 (33.6 miilion) and rate class migration from contract rate classes to general service
rate classes ($2.1 million). The remaining variance of $4.0 miltion was due to variances
in the forecast level of customer additions, demand price elasticity related normalized
average consumption (“NAC”) variances, non demand side management (“DSM”)

related energy conservation, the Average Use (“AU”) factor and the unbilled revenue

accrual,

TRANSPORTATION REVENUE

Revenue from exfranchise transportation services increased by $37.7 million in 2008
relative to 2007 Board approved levels. This was primarily driven by increases in short-
term transportation and exchange revenue of $23.3 million. Increases in long-term
transportation revenue of $14.5 million as a result of the expansion of Union’s Dawn

Trafalgar transmission system, offset by increases in depreciation and cost of capital
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identified below, also contributed to the increased transportation revenue in 2008. The

increase in short-term transportation and exchange revenue is explained in more detail

below,

Short-Term Transportation and Exchange Revenue

As noted above, short-term transportation and exchange revenues accounted for $23.3
million of the $37.7 million increase in exfranchise transportation revenue in 2008 over
2007 Board approved levels, The increased revenue was a result of increased customer
activity and service values due to colder than normal weather late in the year and new
market opportunities. In addition, Union put a greater focus on the gas supply
transportation portfolio optimization starting in 2007, This focus continued through 2008.
Union also invested in incremental sales staff to capture the incremental revenue
opportunities and deliver these services to customers. Union’s approach to the marketing
of transactional services and the financial results for 2008 were the direct result of the IR

framework and the elimination of the transportation deferral accounts,

Union notes that Board approved distribution rates in 2008 include $6.9 million in short-
term transportation and exchange margin, To achieve the total net margin of $6.9 million
as embedded in the 2008 distribution rates, Union must achieve gross transactional

revenue (before deduction of costs) of approximately $10 to $12 million,
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Schedule 9

UNION GAS LIMITED

Answer to Interrogatory from
Board Staif

Ref: Exhibit A, page 26

Question:

Union forecasted short-term transportation and exchange revenues of $18 million in
2009. This is a $5 million reduction from 2008 actual revenue. Union stated, “The 2009
Jorecast reflects Union's continued focus and proactive approach fo optimization of
transportation assets by selling services early in 2008, prior to the precipitons decling in
the markels and commodity prices. Those contracts will sustuain higher revenues into the

2009 winter season ",

a) Please explain how Union's proactive approach to the optimization of transportation
assets would result in a reduction of 2009 short-term transportation and exchange

revenues.

Response:

The evidence at the above-noted reference explains that while the 2009 transportation and
exchange revenues are projected to be lower than the 2008 actuals, had Union not been
proactive in its approach, the 2009 revenues would have been lower than forecast,
Specitically, given that Union proactively sold transport and exchange services in 2008
for terms that extended into 2009 prior to a deterivration of the economy and commodity

prices, 2009 revenues will reflect these higher market values.
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2008 earnings under the incentive rate mechanism
approved by the Ontario Energy Board on January

17, 2008

SETTLEMENT AGREEMENT

June 4, 2009



This Settlement Agreement (“Agreement”) is for the consideration of the Ontario Energy Board
(“the Board”) in its determination, under Docket No. EB-2009-0101, of the disposition of

Calendar 2008 earnings sharing under a settlement agreement approved by the Board on January

17, 2008 in EB-2007-0606 (the “IR Settlement Agreement”) for Union Gas Limited (*Union™),
By Procedural Order No.1 dated April 28, 2009, the Board scheduled a Settlement Conference to
commence May 27, 2009. The Settlement Conference was duly convened, in accordance with

Procedural Order No. 1, with Mr. George Dominy as facilitator. The Settlement Conference

proceeded until May 28, 2009,

The settlement presented in this Agreement is comprehensive in that the agreement that has been

reached settles all issues in this proceeding,

The Agreement is supported by the evidence filed in the EB-2009-0101 proceeding.

The purpose of this proceeding was:

(a) to provide Union’s calculation of its 2008 utility earnings for the purposes of earnings

sharing pursuant to Section 10.1 of the IR Settlement Agreement. Section 10.1 of the IR

Settlement Agreement provides:

“If in any calendar year Union’s actual utility return on equity is more
than 200 basis points over the amount calculated annually by the
application of the Board’s ROE formula in any year of the IR plan, then
such excess earnings will be shared 50/50 between Union and its
customers. For the purposes of the earnings sharing mechanism, Union
shall calculate its earnings using the regulatory rules prescribed by the
Board from time to time, and shall not make any material changes in
dccounting practices that have the effect of reducing utility earnings.
All revenues that would be included in revenues in a cost of service
application shall be included in the earnings calculation and only those
expenses (whether operating or capital) that would be allowable as
deductions from earnings in a cost of service application shail be
included in the earnings calculation,

Parties acknowledge that the DSM related Shared Savings Mechanism
(SSM) and Lost Revenue Adjustment Mechanism (LRAM) and storage
related deferral accounts are outside of the earnings sharing
mechanism identified above. "




2.

(b) to consider Union’s application pursuant to section 9.1 of the IR Settlement Agreement.

Section 9.1 provides:

“The parties agree that if there is a 300 basis point or greater variance
in weather normalized utility earnings above or below the amount
calculated annually by the application of the Board'’s ROE Jormula in
any year of the IR plan, Union will file an application to the Board,
with appropriate supporting evidence, for a review of the price cap
mechanism. During the course of that review, the Board may be asked
to determine whether it is appropriate fo continue the price cap
mechanism for future years and, if so, with or without modifications. All
parties including Union will be free to take such positions as they
consider appropriate with respect to that application, including without
limitation; a) proposing that a component of the IR Plan, including the
X factor, be adjusted, b) proposing that IR plan be terminated, and c)
taking any other positions as the party may consider relevant and the
Board agrees to hear. Union shall file such application as soon as
reasonably possible in the year following the year in which the over
earnings threshold is met, unless afl parties to this A greement agree

otherwise at that time. "

it is acknowledged and agreed that none of the provisions of this Agreement is severable. If the
Board does not, prior to the commencement of the hearing of the evidence in EB-2009-0101,
accept the Agreement in its entirety, there is no Agreement (unless the parties to the Agreement

agree that any portion of the Agreement the Board does accept may continue as a valid

agreement).

It is further acknowledged and agreed that parties to the Agreement will not withdraw from this

Agreement under any circumstances except as provided under Rule 32.05 of the Board’s Rules of

Practice and Procedure,

The participants in the Settlement Conference agree that all positions, negotiations and
discussion of any kind whatsoever which took place during the Settlement Conference and all
documents exchanged during the conference which were prepared to facilitate settiement
discussions are strictly confidential and without prejudice, and inadmissible unless relevant to the

resolution of any ambiguity that subsequently arises with respect to the interpretation of any

provision of this Agreement,
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The role adopted by Board Staff in Settlement Conferences is set out on page 5 of the Board’s
Settlement Conference Guidelines. Although Board Staff is not a party to this Agreement, as
noted in the Guidelines, “Board Staff who participate in the settlement conference are bound by

the same confidentiality standards that apply to parties to the proceeding”,

The evidence supporting the Agreement is set out in the Agreement. Abbreviations will be used
when identifying exhibit references. For example, Exhibit BI, Tab 4, Schedule 1, Page | will be
referred to as B1/T4/S1/pl. There are Appendices to the Agreement which provide further
evidentiary support. The structure and presentation of the setiled issues is consistent with
settlement agreements which have been accepted by the Board in prior cases, The parties agree

that this Agreement and the Appendices form part of the record in the proceeding.

In Procedural Order No. | in this proceeding, the Board granted intervenor status to all
intervenors of record in EB-2007-0606 and EB-2008-0220. The following entities participated

in the Settlement Conference:

Building Owners and Managers Association of the Greater Toronto Area (“BOMA”™)

Canadian Manufacturers & Exporters (“CME™)
Consumers Council of Canada (*CCcec

Industrial Gas Users Association (“"IGUA™

City of Kitchener (“Kitchener”)

London Property Management Association (“LPMA™)
School Energy Coalition (“SEC”)

The City of Timmins (“Timmins”)

Union Gas Limited (“Union™)

Vulnerable Energy Consumers Coalition {(“VECC™)
Wholesale Gas Services Purchasers Group (“WGSPG")

Energy Probe (“EP”)
Federation of Rental-housing Providers of Ontario (“FRPO”)
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The parties to this Agreement include all of the above noted entities except IGUA (the “parties”).

The parties to this Agreement represent major stakeholders and constituencies with an interest in

Union’s rates,

The parties to this settlement encourage the Board to accept this Agreement in its entirety. The
parties to this Agreement also support finalization of the rate order in these proceedings to enable

implementation of this Agreement in Union’s July 1 QRAM.

I Earnings Sharing Calculation and Off Ramp Amendments
(Complete Settlement)

The parties agree that, upon approval of this Agreement by the Board, the IR Settlement
Agreement shall, for the entire IR term, 2008 to 2012, be amended as follows (for the assistance

of parties and the Board, the agreed upon amendments to the IR Settlement Agreement are

blacklined below):

9.1 {Section 9.1 of the IR Settlement Agreement shall be deleted in its entirety.]

10.1 The parties agree that there will be an earnings sharing mechanism, based
on actual utility earnings. If in any calendar year Union’s actual utility return on

equity is more than 200 basis points but not more than 300 basis points over the

amount caiculated annually by the application of the Board’s ROE formula in any
year of the IR plan, then such excess earnings will be shared 50/50 between

Union and its customers. [n addition to the above. if in any calendar vear

Union’s actual utility return on equity is more than 300 basis points over the

amount calculated annually by the application of the Board's ROE formula in any

year of the IR plan, then such earnings in excess of 300 basis points will be

shared 90/10 between customers and Union (i.e.. customers will be credited 90%

and Union will be credited 10%). For the purposes of the earnings sharing

mechanism, Union shall calculate its earnings using the regulatory rules

prescribed by the Board from time to time, and shall not make any material
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changes in accounting practices that have the effect of reducing utility earnings.

All revenues that would be included in revenues in a cost of service application
shall be included in the earnings calculation and only those expenses (whether
operating or capital) that would be allowable as deductions from earnings in a
cost of service application shall be included in the eamnings calculation. For.

greater clarity, Union’s one time accounting adjustment in 2008 to true up an

unbilled revenue accrual to reflect Union’s current rate structure and billing

cycles. in the amount of $3.6 million, is an adjustment that is excluded from the

calculation of actual utility earnings, whereas the use of actual unaccounted for

gas volume is an expense that would be recorded in the calculation of actual

The parties believe that these amendments to the Board-approved IR Settlement Agreement are

in the public interest. The amendments are intended to modify the IR formula so as to in produce

rates which are just and reasonable during the IR term. The Agreement:

1. clarifies possible ambiguities in the calculation of earning sharing in section 10.1 of the

IR Settlement Agreement arising from the relationship between the use of actual utility
earnings and the proviso in section 10.1 restricting any adjustments in the calculation of
actual utility earnings to those adjustments to actual earnings that would be made in a
cost of service filing. Intervenors took the position, for example, that none of the
adjustments proposed by Union in the calculation of 2008 actual util ity earnings were
appropriate. Union took the position that all of its proposed adjustments were in
accordance with the IR Settlement Agreement. This Agreement avoids the cost and \
uncertainty of litigation over these disputes, now and in the future, by resolving which

adjustments to the calculation of actual utility earnings, for the purposes of earnings

sharing, are appropriate;

2. provides additional potential benefits to customers during the term of the IR plan, 2008 to

2012, in circumstances where Union’s actual utility income exceeds the amount
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calculated by the application of the Board’s ROE formula in any year of the IR plan by

over 300 basis points, by crediting 90% of such earnings to customers,' The consumer
protection afforded by the “off ramp” provision for review in section 9.1 of the IR
Settlement Agreement has been replaced with crediting 90% of earnings over the 300
basis point threshold to customers, i.e., Union will have a modest incentive to pursue
even greater productivity initiatives and customer bills will go down, all else equal, to the
extent Union delivers earnings in excess of the 300 basis point threshold. The parties
acknowledge that the elimination of the "off ramp" review in section 9.1 is without

prejudice to all rights afforded under section 6.1 (Z Factors) of the IR Settlement

Agreement;

3. provides greater certainty and incentive for Union to explore and make investments in

productivity improvements during the term of the 2008 to 2012 IR plan;

4. continues to provide for annual reviews during the term of the IR plan during which

intervenors will be able to carefully review the reasons and calculation of sharing for ail

earnings in excess of 200 basis points over the amount calculated annually by the

application of the Board’s ROE formula in any year of the IR plan.

5. avoids complex, lengthy and highly controversial and contested disputes over the
potential for termination of the IR plan and the need for a new full cost of service
proceeding. In this case, intervenors took the position, for example, that the proper
calculation of weather normalized utility earnings in 2008 was materially in excess of the
300 basis point threshold which gave intervenors the right to seek a review of the IR
plan, the consideration of adjustments to the components of the IR plan, including base
rates, and the termination of the IR plan and a return to cost of service rates, just as Union
would have had the right to take the same position had the company under-earned by an
equivalent amount. Union took the position that the IR plan was working as

contemplated and producing significant benefits for customers and that the termination of

1 Union does not currently forecast exceeding the 300 basis point threshold in 2009 or 2010.
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incentive regulation after the first year of the five year plan was premature and

inappropriate. Union will be applying in 2012 for 2013 cost of service rebasing in any

event; and

6. avoids complex, lengthy and highly controversiaf and contested disputes over 2007 base
rates and the potential for further adjustments to those base rates during the IR plan. For
example, intervenors took the position that Union's 2007 normalized utility earnings were
materially higher than the forecast available during the period in which the IR Seftlement
Agreement was negotiated and that adjustments to the IR plan, such as altering the size of
the earnings sharing deadband, altering the level of earnings sharing, and adjustments to
2008 carnings sharing and/or to base rates during the IR term could be made to take
account of this positive variance. Union took the position that such variances were not
relevant to 2008 earnings sharing and that no adjustments to the IR plan or to base rates
during the IR term, except those, such as Z factors, expressly contemplated by the IR
Settlement Agreement, should be made. This issue involved a number of potentially

controversial disputes, including disputes over the appropriate calculation methodology,

the extent to which the likelihood of favourable variances, and the extent of those
variances, was, or ought to have been, known to all parties when the IR Settlement

Agreement was negotiated and whether base rate adjustments of this kind are appropriate

during the IR term,

The financial consequences of this Agreement for the calculation of 2008 earnings sharing under
the IR Settlement Agreement are set out in Appendix A attached to this Agreement. The
adjustments in the Agreement to Union’s original proposal are the result of compromise by the
agreeing parties of their respective positions on the matters listed above. In all of the
circumstances, the parties have agreed to increase the customer share of Union’s 2008 earnings

from the proposed $15.2 million to $34.2 million, as outlined in Appendix A.

Consistent with past practice, the customer portion of the amount calculated in Appendix A shali
be allocated to rate classes in proportion to Board approved return on equity as set out in the

allocation schedule in Appendix B attached to this Agreement. Of the $34.2 million customer
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share of earnings for 2008, approximately $19.6 million will be allocated to small volume
general service customers and approximately $3.2 million will be allocated to large volume
general service customers. Approximately $4.7 million will be allocated to the large volume
contract customers and approximately $6.7 million to M12 shippers such as Enbridge Gas
Distribution Inc. ("EGD"), Gaz Métropolitain inc. ("GMi"}, and TransCanada PipeLines Limited
("TCPL"). Approving the settlement reflected in the Agreement, therefore, will benefit all

customers but, in particular, will provide benefits to small volume general service customers.

Evidence References;

[ A/p.9-20, A/p.27-29, A/App. B/S.1, A/App. B/S.2, A/App. B/S.3, A/App. D/S.1, A/

App. D/S.2
2. Technical Conference, pp. 19-28, 33-34
3. B/T1/S6, B/T2/81, B/T2/S3, B/T4/87, B/T4/S8, B/T5/83

4.J1.1
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Adpendix 4
LNION GAS LIMITED
Earnings Shanng Cakulation
¥
Line Non-Utility 2008
No. Particutars {$000's) 2008 Storags Adiugimania Utility
{a) ] (c) {c)={8)-{b)+(c}
Operating Revenues:
i Qperating revenus $ 1,869,283 § - § (3.654) i 1,865,629
2 Sterega & Transporiation 243,317 78,236 - 185,087
3 Othsr 33,818 - (7,530} ii 26,288
4 2,148,418 78,230 (11.184) 2,057,004
Oporating Expensas:
5 Cost of gas 1,171,320 8,082 - 1,163,238
6 Cperating and maintenance axpanses 335,115 12.028 (516) #i 322,571
¥ Dapracintion 185,219 4,568 . 180,253
g Other finarcing - - 535 v 635
9 Property and capital taxes 65,695 353 - 64,942
0 1,757,548 26,029 18 1,731,539
11 Eaming Bafore Interest and Taxes s 3868.869 § 52201 § (11.203) $ 325,485
Financial Expenses:
12 Long-term dabt 143,548
13 Untunded short-term debl 2,805
14 146,351
15 Ulility incoma befora income taxes 179,114
16 income laxes 31,300
17 Prefomed dividerd requirements 5 (68
18 Uiy esmings 142728
19 Long tarm storage premium subaidy (after tax) 0678
20 Short term storage premium subsidy (after tax) 7,464
21 18,180
22 Eamings subjoct ta sharing $ 160,586
i
23 Common aouifty 1.205,196
24 Retum on squity (line22 / lins 23) 13.35%
25 Banchmerk returm on ety 10.81%
26 50% Eamings shering % 100%
27 90% Eamings sharing lo ralepayer % (line 24 - line 25 - fing 26) 1.64%
28 50% Eamings sharing $ (line 28 x line 23 x 50%) 6,026
2% 90% Eamings sharing to ratepayer $ (lina 27 x line 23 x 90%} 18,697
30 Total eamings sharing $ {line 28 + ine 20} 22,723

31 Pre-lax eamings sharing {iine 30/ (1 minus tax rate)) s 34,170
A I

Notes:

i} Accounting adjustment

1) Shared Savings Mechanism

iy Donstions (384}
EB-2008-0304 costn (122
i516!

~}  Customier deposht intarast
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Appendix B
UNION GAS LIMITED
All min rin R i
G067 Return 2008

on Equity Earning

tine Rate Allocation (1) Sharing

No. Particularg Class ($000's) {$000's)

(a) (b}
m& E n rationg A
1 Smail Yolume General Firm Service 01 44 549 (5,867)
2 Large Volume General Firm Service 10 8,234 {1,084)
3 Medium Volume Firm Service 20 4,263 {561}
4 Large Volume High Load Facior Firm Service 100 5,841 (743)
5 Large Volume Interruptible Service 25 1,913 (252}
[ Whelesale Transporiation Service 77 8 ()
7 Total Northern & Eastern Operations Area 54,608 (8,509)
mn ratl Ar
8 Small Velume General Service Rate M1 104,130 (13,715)
9 Large Volume General Service Rate M2 15,828 (2,085)
10 Firm tndustrial and Comenarcial Contract Rate M4 4,220 (5586)
1 fntarruptible Industrial & Commerctat Contract Hate MSA 2,587 (341)
12 Special Large Vofume Industrial & Gommercial Contract Rate M7 2,617 (345)
13 L.arge Wholesale Service Rate Mo 218 {29)
14 Smali Whelesale Service Rate Mi10 10 {1}
15 8 & T Rates for Contract Carrlage Customars Tt 12,835 {1,691)
16 S & T Rates for Contract Carrlage Customers T3 1,548 {204}
¢ ng ¥ ]
17 Cross Franchise Transportation Rates 1 186 (24)
18 Storage & Transportation Rates Mi12 50,557 {6,659
19 Transperiation of Locally Produced Gas M13 39 (5)
20 Storage & Transportation Services - Transportation Charges M6 55 (¥4]
21 Total Southetn Operations Area 184,830 (25,681)
22 Total 259,438 (34,170} (2)
Notfag,

(1} Allocated costs per 2007 Decislon in EB-2005-0520
{2) Earning Sharing balance for Disposition as per £B-2009-0101, Sefttement Agreement, Appendix A
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MR. KAISER: He who has the compendium goes first, a
long-standing rule. Mr. Thompson.

SUBMISSIONS BY MR. THOMPSON:

MR. THOMPSON: Thank you, Mr. Chairman, Members of the
Board. You have the compendium which I will be referring
to. It does duplicate some of the materials that Mr. Penny
has already referenced.

There are other documents that I will refer to.
Unfortunately, I don't have copies, and I couldn't
circulate them last night. I am technically inept to do
this electronically, but I did provide an e-mail notice of
what I would be referring to, and one was excerpts from the
Board's decision in EB-2008-0304.

That's your decision, Mr. Kaiser, in November of 2008
dealing with Union's restructuring application. I will
make a couple of references to that. I don't think you
will need copies.

The second item that I will refer to is Rule 43 of the
Rules of Procedure, and, again, I can just read that when I
come to that point. It's not terribly long.

CME strongly supports the settlement and urges you to

approve it. Why? Because it resolves contentious earnings
sharing adjustment calculation issues for 2008 which are
issues of substance. It resolves those issues now and for
future years, and it resolves them on a bagis that is
favourable to ratepayers.

Mr. Penny had addressed this perhaps in a slightly

different way, and I will provide the ratepayer rationale,

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8720
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CME's rationale, for this aspect of the agreement,

It is spelled out in paragraph 1 of the settlement
agreement. You will find the settlement agreement at tab 1
of my belief. And when I say paragraph 1, I mean paragraph
1 of the rationale. That is at page 5. Mr. Penny has
already read that into the record.

The rescolution of the matter is on the basis that the
historic presentation of actual utility earnings in a cost
of service filing does not include normalized UFG. The
normalized UFG calculation is only included in the
forecasted statement of income expenses which are presented
in a cost of service filing for a prospective test vyear.

So the parties have agreed that the meaning to be
ascribed to this section of their agreement is that the
cost consequences of the actual historical test year filing
are to be reflected in the calculation of actual utility
earnings.

As Mr. Penny has indicated, this adjustment brings the
sharing from about $15 million to about $23 million, and
the additional $11 million comes from the resolution of the
other item of the agreement that he addressed in his
gubmissions.

This outcome on the earnings sharing calculation issue
is favourable to ratepayers, and there is nothing in the
questions circulated by Board Staff or in the IGUA letter
that should prompt you to question this feature of the

gsettlement proposal,

Turning to the second feature of the settlement

ASAP Reporting Services Inc,
(613) 564-2727 (416) 861-8720
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proposal, which is essentially the adjustment to the
sharing -- the over-earnings sharing percentages specified
in the original settlement agreement for the years 2008 to
2012, inclusive, as well as the removal of the -- T call
them "off-ramp" provisions of the agreement in article
10.1.

The settlement of both issues was linked, but I will
address this issue in my submissions separately.

Now, the starting point for CME's submissions on this
point are the provisions of the agreement describing the
parties’ rights, and you will find those in the settlement
agreement. They are reproduced at page 2 of the document
that is under tab 1.

I think it's useful to look at this clause as to what
the rights of the parties were when the over 300 basis
points earnings variance occurred, or, for that matter,
when 300 basis points under the Board-approved occurs.

First of all, Union must file -- it says "will file an
application to the Board for review". 8o the review is
mandatory. It's not discretionary, in terms of the filing
of it. And:

"During the course of that review, the Board may
be asked to determine whether it ig appropriate
to continue the price cap mechanism for future
years, and, if so, with or without modifications.
All parties, including Union, will be free to
take such positions as they consider appropriate

with respect to that application, including,
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without limitation: A, proposing that a
component of the IR plan including the X factor
be adjusted; B, proposing that the IR plan be
terminated; and C, taking any other positions as

the party may consider relevant and the Board

agrees to hear."

56

S0 the point is this is a very broad rights ¢lause for

both Union and the ratepayers. And it includes the right

to request that any component of the IR plan be adjusted as

well as a right to request that the plan be terminated.

So there is nothing in this agreement, in my

gubmigsion, that suggests that we should be turning a blind

eye to over-earnings in year 1 of a five-year plan. The
prematurity issue that the Board raises in question one
clearly is something that is incompatible with the
provisions of this agreement.

When under-earnings occur or over-earnings occur more
than 300 basis points from the Board's approved return, a
review is mandatory, and I submit that in that review, the
matters to be examined are the causes for the variance and
ascertain whether an adjustment or adjustments to any
planned component or termination of the plan are called
for.

That's exactly what the parties did in this case.

Let me turn to the level of over-earnings we are
talking about in this case. Just to put it in a basis
points context, you can gee from the appendix A to the

agreement at Tab 1, that the return on equity that flows
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from the adjustment being made to eliminate the UFG
deduction that Union had included there at line 24 is 13.35
percent. That's versus the Board approved of 8.81 percent.
S50 we are talking here in this particular year, 2008, of a
454 basis points overage.

Now, on the weathered-normalized aspect of this, you
can get a ballpark for this number from the calculation
that Mr. Penny mentioned in his submissions with regpect to
the company's response to CME interrogatory number 1, and
you will find that at page 71 of Mr. Penny's compendium.

If you go over to page 73, what the company is showing
there is the -- a modified off-ramp calculation ag per CME
question 1. What we had asked in that question was for the
-~ all adjustments to be removed except the DSM adjustment
which appeared at line 3. But what you do have in this
calculation is the normalizing adjustment in column 1 --
gorry, line 1 of column C. You will see there that the
return on equity at line 24 normalized, weather-normalized
ig 13.17 percent. Now this is a little high because the
accounting adjustment has also been taken out. But we make
it that the number, after adjusting for that accounting
item, would be in excess of 13.0 percent. So we are
dealing with a weather-normalized actual earnings for 2008
that exceeds 400 basis points. 1It's 419 if you take 13 as
the estimate. But it exceeds 400 basis points.

What do these levels of over-earning mean in terms of
the reasonableness of Union's revenue requirement and rates

for 2008? Well, Union indicated to us that 100 basig
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points grossed up for taxes is -- 100 basis points on
equity is $18 million. 8o at 454 basis points, looking at
this from a cost of serxvice rebasing perspective, Union's
rates are some $82 million higher than they would be had
they just come in at the Board-approved 8.81 percent. At
400 basis points, they would be about $72 million.

So we are dealing here with some very material
amounts, and in terms of what would the Board do if this
goes to hearing, would it turn a blingd eye to these
amounts? We don't think so. &aAnd in reaching that
conclugion, we suggest the Board would unlikely turn a
blind eye to a request by Union for adjustments to the plan
following a $72 million under-earnings in the first year of
the operation of the plan.

S0 we say there is a real issue here in terms of the
ratepayer rights,

In the context, as well, of what off-ramp relief is
all about and in that context, I have provided at tab 2 of
the brief, excerpts from the Board's July 21, 2001,
decision in Union's first PBR, performance regulation case,
and the subject of off-ramps was discussed in section
2.7.6.

I won't read this, but at page 155 in the Board's
findings, these findings make it clear that the off-ramp
relief is designed to remedy a situation super-normal
profits or a situation of under earnings which creates a
threat to the integrity of the utility. What we have here,

in my submission, is a case of Super-normal earnings in
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year one of the IR plan.

Now, what are the causes of this situation? One of
them is the UFG is lower than expected by $15.6 million,
that would be about 87 basis points.

Another major reason which wasn't addressed by Mr.
Penny in his submissions, but it was important to
intervenors, is that the level of 2007 base rates turned
out to be $34.1 million. This is normalized actual, 2007
base rates, 3$34.1 million higher than Board-approved ROE.
You can see this at Tab 6 of our brief in the second page
of that tab there is an exhibit that Union provided as
provided showing the normalized actual over-earnings of
2007 of $34.1 million; that's in the final column.

Now was that what we were aware of when the initial
agreement was negotiated? The answer to that is no. What
we were aware of is shown on the previous page, which was
normalized at actual over-earnings it's shown there of
$19,227,000 but you need to add the tax -- gorry, you need
to add the weather-normalization and tax in the amount of
$3.4 million which comes up to $22.6 million which is shown
on the first page under Tab 6.

As a result -- and we didn't learn this until I think
it's in January of 2009, when the Board actually ordered
Union to provide its 2007 normalized actual results, Union
had not been -- that order was made in the context of the
Board's approval of Union's 2009 rates.

Union was taking the position that it did not need to

produce that information to intervenors under the terms of
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the Board-approved plan.

80 we learn in January of 2009 that a gignificant
factor pertaining to the negotiation of the initial
agreement was not $22.6 million. It was more than 150
percent more, $34.1 million.

That raises this entire issue of disclosure and the
kinds of discussions that were held and the rulings the
Board made in the decision I mentioned earlier about the
restructuring application.

We take the position -- at least CME takes the
position that this is a live issue in this case that was up
for resolution, that a 150 percent deviation from estimate
is a misrepresentation. Whether it's innocent or not
innocent, it gives rise to equitable remedies, and that's
what this review clauge is all about, in my respectful
submission.

One outcome might be an adjustment to base rates of
$11 million, and, if one looked at that, that would be,
over five years, an amount of some $57.5 million. The
actual difference between the 22.6 and the 34.1 is 11-1/2-
million dollars,

Other pogsible outcomes would be an adjustment to the
dead band. Would we have agreed to a 200 basis point dead
band if we had known normalized actual earnings for 2007
were $11.5 million more than what was represented?

Another outcome would be a variance of the sharing
ratio over 200, and that's really the route that we took in

this for the purposes of reaching a gettlement,
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All of these possible outcomes would in isgsue if this
settlement is not approved, and this ig in addition to the
ambiguity in the agreement with respect to sharing over
300, to which Mr. Penny has referred.

So what have the parties done to resolve these issues?
As Mr. Penny has outlined, they have agreed to adjust the
earnings sharing component of the IR plan for the years
2008 to 2012, inclusive, and increase the ratepayer's share
to 90 percent over 300 basis points.

Ratepayers have agreed, except for IGUA, who hag
egssentially abstained here, that we will get 90 percent of
everything over 300, and, in exchange, we can eliminate the
trigger from the agreement.

The financial implications of the settlement Mr. Penny
has pointed out, but it might be useful to just give you
the math here in terms of some basisg points scenarios.

At 300 basis points, under the initial agreement,
Union would get 250 of it and the ratepayers would get 50.
Three hundred basis points would be $52 million, so Union's
shareholder gets 45 and ratepayers get 9.

At 400 basis points, you would have 72 million of
earnings. Under the original agreement, the shareholder
would get 54; ratepayers get 18. Now the shareholder gets
46.8, the ratepayer gets 25.2. You can go do the math for
higher basis rates scenarios, ag well.

The point is that this settlement, as far as CME is

concerned, is favourable to ratepayers.

We also suggest that the settlement is more beneficial
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Lo ratepayers than the Board's 3GIRM trigger mechanism is
to electric utility ratepayers. I have attached the 3GIRM
report segment dealing with off-ramps at tab 4.

In that plan or that -- that's not an agreed plan,
That's an imposed arrangement. There is no earnings
sharing mechanism, and there is a trigger at 300 basis
pointg. So the utility gets everything up to 300 and
everything over 300, unless the Board makes some order in
the review proceeding that is triggered in that case.

In Union's situation, as a result of the deal that we
made, Union gets 250 basis points for earnings up to $300,
and then to get to 300 it would actually have to earn over
800 basis points, because it only gets 10 basis points of
every 100 ovexr 300,

So the scenario of Union having a licence to earn over
300 basis points, in my regpectful submission, is not
terribly realistic, because to achieve over 300 for its
shareholder they would actually have to earn in excess of
800 basis points above the Board-approved ROE.

Does the agreement eliminate -- the agreement to
eliminate the automatic review at 300 basis points dilute
ratepayer protection when they get 90 percent of everything
over 300? We submit, no.

First, as Mr. Penny has pointed out, the reviews of
over-earnings are not eliminated. They take place over-
earnings over 200, and all causes can be explored in the

context of that process.

Second, the agreement doesn't give Union the licence
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to earn more than 300 basis points for shareholdersg, I have

already mentioned.
Third, what is the likelihood of anything over 300

occurring in future years? Because if it doesn't occur, we

have given up nothing under either agreement.

Now, in its evidence filing, you don't need to turn
this up, but Union has forecast its ROE for 2010. I think
it's at 10.37 percent. This is not in my brief,
unfortunately. This is at - I will just give you the
reference - Exhibit A, appendix C, schedule 2, page 1.

And based on the assumptions that are built into that
forecast, that's slightly less than 200 basis points above
the ROE that's assumed. 1In 2010, they are forecasting 8.94
percent ROE, which, again, would be less than the 300 bagis
points, and I think less than the 200 basis points.

So if we give their forecasts credence - and that can
be sometimes risky - they are not going to get there, but
even if their forecasts are off when we get 90 percent of
everything over and above 300, in my submission,
substantively what you have is a cost of sgervice type
offering.

Finally, when you ask yourself what are you giving up
when you let this trigger go in exchange for the 90 percent
of everything over 300, you have to consider what are the
probabilities of a review being conducted as we approach
the end of the five-year IR plan.

These reviews only take place after a year has been

completed. So a 2011 review would come up if it occurred
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sometime in 2012. A 2012 review would come up in 2013.
And we know that Union's rebasing application ig going to
be filed either at the end of 2011 or early 2012 for 2013.

So CME thinks it's highly unlikely there would be any
full-scale plan or review undertaken either with respect to
2011 or 2012,

So when you put all this together, we are not really
giving up much of anything as far as CME is concerned and
we think that we've replaced it with what might be termed a
more defined situation than that that existed in the
initial agreement.

So with that, let me just turn to the Board Staff
questions and the matters raised in those questions.

Dealing with the first point: Is the settlement
premature? We submit clearly not premature. It's timely.
The facts giving rise to this 2008 review are on the table
and they give rise to very substantive issues that the
parties have been able to resolve. So nothing premature
about it at all.

Secondly, Staff guestions whether there is a need for
a full hearing. I agree with Mr. Penny. The whole purpose
of settlement agreements is to avoid the need for a full
hearing. That was the purpose of the initial five-year
deal and if a five-year deal can be approved without a full
hearing, certainly a four-year adjustment to the five-year
deal should be capable of being approved without a full

hearing. The case Mr. Penny cites certainly gupportsg that

proposition.
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But then you go on to ask yourself: What is there to
hear? As Mr. Penny says nobody is proposing there be an
outcome more beneficial to ratepayers than the settlement
proposal, so there is really nothing to hear, in our
respectful submission.

The third question of Staff related to rigks
associated with eliminating the trigger mechanism, and it's
risks to the parties, really, because the Board ig not
bound by what the parties do. And in Rule 43 of your Rules
of Practice and Procedure, it statea:

"The Board may at any time indicate its intention
to review all or part of any order or decision
and may confirm, vary, suspend or cancel the
order or decision serving a letter on all parties
to the proceedings."

So even if gome very strange and unexpected
circumstances did materialize which called inte question
the continued appropriateness of this deal, the Board
itself can do what 1is necessary to initiate the review.

Whatever risks there are, and CME doesn't see any, the
parties have accepted them in this arrangement. We don't
see any dilution of either ratepayer or utility protection.
In fact, we submit there is some added ratepayer benefit in
that it defines in advance what ratepayers get over the 300
basis points. The fact that we allow Union to keep 10 of
it, in my respectful submisgsion, maintains an incentive for
Union to do better. The major incentives of this

particular five-year deal are with the 200 basis points
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dead band and the 50/50 sharing over 200.

So we don't see that very much has been given up and
it's arguable that the agreement has been strengthened in
terms of ratepayer protection, not weakened.

On the issue of no retroactive ratemaking, we agree
with Mr. Penny this does not involve retroactive rate
making. There is this ambiguity of sharing over 300. What
we have addressed in the gsettlement is an as yet unresolved
item with respect to 2008 earnings sharing, as well as
matters pertaining to the automatic 2008 review and reviews
beyond 2008. The resolution of these two items is linked
in the settlement, but that's the way settlements work and
there is no reason, in our submissgion, why you would -- or
why you should find that linkage as inappropriate.

There are these major benefits to ratepayers in the
agreement,

At the last schedule, the last page -- this is under
Tab 1 of our brief. You will see the allocation of the
amounts to ratepayer classes, and by and large the
beneficiaries of this settlement are the smaller
ratepayers, and that's referenced in the settlement
agreement itself at page 7, it's under Tab 1 at page 7, the
second last paragraph -- full paragraph on the page.

The financial consequences of this agreement for the
calculation of 2008 earnings sharing under the RSM are set
out in Appendix A attached to this agreement. The
adjustments in the agreement to Union's original proposal

are the result of compromise by the agreeing parties of
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1 their respective positions on matters listed above. 1In all

2 of the circumstances, the parties have agreed to increase

3 the customer share of 2008 earnings from the proposed $15

4 million to $24.2 million.

5 And then starting at the bottom:
6 "Of the $34.2 million customer share of earnings,
7 approximately 19.6 will be allocated to small
8 volume general sgservice customers and
9 approximately 3.2 million will be allocated to
10 large volume general gervice cugstomers.
11 Approximately 4.7 will be allocated to large
iz volume contract customers, and approximately 6.7
13 to M-12 shippers.®
14 It goes on and says:
15 "Those benefits will flow back to the customers
16 of the M-12 shippers."
17 So it's a gettlement that is favourable to all

18 customers. If it's not approved, the customers that will

19 suffer the most are the smaller customers.
20 The settlement agreements, we submit, are in the

21 public interest. This particular agreement is in the

22 interest of ratepayers and the shareholder. It resolves a
23 potentially protracted hearing process and does not dilute
24 the incentive effect of the initial agreement.

25 CME submits that the Board should not hesitate to

26 approve the deal as fair and reasonable for ratepayers and
27 for Union shareholders. Those are my submissions.

28 MR. KAISER: Thank you, Mr. Thompson.
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come back in 15 minutes.
--- Recess taken at 12:16 p.m.
--- Upon resuming at 12:29 p.m,

DECISION:

84

MR. KAISER: The Board heard submissions this morning

regarding an application Union Gas filed with the Board on

aApril 2nd of this year under section 36 of the Ontario

Energy Board Act. That application gought orders to vary

rates effective July 1st, 2009, in connection with the

sharing of 2008 earnings under the incentive
approved by this Board on January 17th, 2008
0606. That incentive plan covers the period
We are now dealing with the first year under
namely the 2008 year.

At the end of the day, what is at issue

proceeding is two paragraphs in the original

rate mechanism
in EB-2007-
2008 to 2012.

that plan,

in thig

agreement .

The first is Paragraph 10.1 at page 22 of that agreement .

That paragraph states:

"The parties agree that there will be an earning

sharing mechanism based on actual utility

earnings. If in any calendar year,

Union's

actual utility return on equity is more than 200

basis points over the amount calculated annually

by application of the Board's ROE formula in any

year of the IR plan, then such excess earnings

shall be shared 50/50 between Union and its

cugtomers."

The other issue concerns paragraph 9.1 of the original
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settlement agreement. That's at page 21 of the original
agreement. That covenant read:
"The parties agree that if there is a 300-basis
point or greater variance in weather-normalized
utility earnings above or below the amount
calculated annually by the application of the
Board's ROE formula in any year of the IR plan,
Union will file an application with the Board
with appropriate supporting evidence for a review
of the price c¢ap mechanism."
The section goes on to outline the procedure regarding
that application. This is known as the off-ramp.
On June 4th 2009, the parties in this proceeding filed
a new gettlement agreement with the Board. The relevant
provisions are in paragraph 1 at page 4 of that agreement.
Paragraph 1 provides, first of all, that Section 9.1 of the
original IR settlement shall be deleted in its entirety.
That was the section that provided for the so-called off-
ramp
Paragraph 10.1 of the original agreement is also
revised in the new agreement. The new agreement provides
that:
"The parties agree that there will be an earnings
sharing mechanism based on actual utility
earnings. If in any calendar year, Union's
actual utility revenue return on equity is more
than 200-basis point but not more than 300 basis

points over the amount calculated annually by
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application of the Boards ROE formula in any year
of the IR plan, then such excess earnings shall
be shared 50/50 between Union and its customer.®

This is followed by a new provision:

"In addition to the above, if in any calendar
year, Union's actual utility return on equity is
more than 300 basis points over the amount
calculated annually by the application of the
Board's ROE formula in any year of the IR plan,
then such earnings in excess of 300-basis points
will be shared 90/10 between customers and Union,
(i.e., customers will be credited 90 percent and
Union will be credited 10 percent.)"

A wide range of customer interests were represented in
this proceeding. All agree to the settlement except one,
which I will come to in a moment.

The evidence before us indicated that under the
original settlement plan with the 50/50 split, some S$15.2
million would be made available to the customers. That
amount has increased by reason of certain adjustments in
the calculations as well as the new 90/10 split. The
amount is now $34.17 million. Those amounts are set out in
Appendix A of the Settlement Agreement which is attached to
this decision as Schedule 'A'. The original agreement is
attached as Schedule 'B'.

Appendix B of the new Settlement Agreement shows the
allocation of the $34.17 million between different customer

classes. It has been pointed out that the main
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beneficiaries are the small-volume general service
customers. In the Southern Operations Area, they receive
13.7 million of that 34 million, In the Northern and
Eagtern Operations Area it's almost 6 million.

The one conclusion no one disputes is that there will
be a substantial reduction in rates under the new
settlement agreement, all of which is c¢learly set out in
the agreement.

The one objection to the settlement is made by IGUA.
IGUA filed a letter on June 5th with the Board. The
relevant paragraph of that letter reads as follows:

"IGUA recognizes that the settlement proposes a
greater share for ratepayers of any over-earnings
above 300 basis which affords ratepayers some
protection. However, IGUA remains concerned that
the removal of the trigger mechanism, in effect,
provides Union with a 'licence' to continue to
over-earn in excess of 300 basis points under the
IRM plan without review of the reasons therefore
and the reasonableness of the continuing with the
plan as set,.®

As I indicated, IGUA is the only party opposing this
settlement Agreement, and it is on that basis.

The Board would note, and this has been argued by
counsel, that even if the contractual right of the parties
to review the plan disappears when the trigger mechanism
disappears, the Board still has inherent jurisdiction to

review gsituations it regards as unfair or unreasonable.
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Mr. Thompson referred to Rule 43 of the Board's rules.

Various parties also disputed IGUA's claim that Union
will have a 'licence' to continue to over-earn in excess of
300 basis points. The Board agrees. After all, 90 percent
of any "over-earnings" go to the customers.

Mr. Penny, in his submissions, referred to the Natural
Gas Forum Report this Board issued in 2005. It is useful
Lo remember why we are all here, what the purpose of thesge
gettlement agreements is, and in particular what the
purpose of IRM is.

Mr. Penny referred at page 25 of his document brief to
the message from the Chair, in the introduction to that
Report:

"First, we believe that all gtakeholders will
benefit from a more predictable and longer term
treatment of rates. Utilities will benefit
because they can make longer term decisions and
customer will benefit through downward pressure
on rates. The Board's report identifies the
specific components of the incentive regulation
plan the Board believes will lead to these
results.,”

The amendment to the original settlement agreement, in
the new proposed settlement agreement, meets those goals
and the Board's objectives. It will not only reduce the
regulatory cost but will allow greater certainty for all
parties going forward. We heard that there were a number

of disputes regarding the ambiguity of the language in the
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existing agreement. Two days of gettlement discussions on

May 25th and 26th were taken up debating those issues.
They have largely been resolved through this agreement.
The new Agreement is more than a revision of the revenue
split. It is a much clearer agreement. That is in the
interest of all the partiegs.

As to the downward pressure on rates, the evidence is
set out in Appendix A and B of the agreement. There is a
substantial reduction in rates and that, too, is in the
interests of the parties.

We recognize Mr. Mondrow's concern on behalf of his
client but as mentioned, the Board does have inherent
jurisdiction to deal with situations contrary to the public
interest. If a clear unfairness arises, the Board has the
capacity to deal with it. and, there will continue to be a
review of the over-earning amount every year,

For these reasons, the Board approves the
Settlement Agreement as drafted. We will ask the applicant
to file a rate order giving effect to this decision and
allow the parties three days to respond to the draft
order. It is in the interest of all parties to ensure that
these rate reductions become effective on July 1lst as
planned. Any questions?

MR. PENNY: No, thank you, Mr. Chairman.

MR. THOMPSON: Mr. Chair, can I just record my
client's request for reasonably-incurred costs in
connection with this matter, thank you.

MR. KAISER: Yes. Mr. Warren, game?
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MR. WARREN: Please, sir.
MR. KAYSER: It sounds like Charles Dickens.

Anyone elsge?

MR. WARREN: It ig Charles Dickens

MR. KAISER: Thank you, gentlemen.

--- Whereupon the conference concluded at 12:40 p.m.
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