D: OPERATING COSTS
1. Is the 2013 O&M budget appropriate?
[Complete Settlement]

In its prefiled evidence, Enbridge requested a total O&M budget of $438.1 million, comprised of
five elements as set out below (Exhibit D1, Tab 3, Schedule 1):

Customer Care service charges | $89.4 million
DSM $31.4 million
Pension costs $37.3 million
RCAM $32.1 million
All other O&M $247.8 million
$438.1 million

As set out below (Issues D9 and D13), the DSM and Customer Care costs have already been
approved in separate proceedings. All parties agree that the amounts for the RCAM and “All
other O&M” budgets will be combined, that Enbri will incl its OPEB ts of $5.5 million
with pension costs (and not with the “All other O&M” costs) and that Enbridge will reduce thisthe_
resulting combined “All other O&M” budget for 2013 by $22.8 million. All parties agree, for the
purposes of settlement, that Enbridge’s O&M budget for pension costs_and OPEB costs is
accepted as filed, subject to the variance account treatment described below.

As a result, parties agree, for the purposes of settlement. that Enbridge’s 2013 O&M budget is
appropriately set at $414.9 million, which represents a reduction of $22.8 million from the
as-filed budget as set out in Impact Statement #2 (Exhibit M2). The budget is comprised of the
following:

Customer Care service charges | $89.4 million

DSM $31.4 million

Pension_and OPEB costs $37-342.8 million

All other O&M $256-8251.3 million
$414.9 million

The “All other O&M” amount is an envelope amount, and is not specifically allocated to any
particular O&M expenses.

The updated O&M budget, reflecting the impact of these changes, is seen in the attached ADR
Financial Statements (Exhibit N, Tab 1, Schedule 1, Appendix A, parts 1 and 2) at page 6.

The parties acknowledge that issues related to pension and OPEBs expenses, including the
volatility of h expen the “Pensions | ") affect many entities r lat the B

and that the Board may determine at the aggrogriate time_to_institute a generic review of the
Pensions_ | nl ntil_the B i neri ision ther li

determlnatlon on the PenS|ons Issue, aggllcable to regulated entities_that wouId include

that will function so as to effect a_true- up of penS|on and OPEBs expenses as WeII as a

smoothing of pension and OPEBs differences over future years. All parties agree that if the
Board does undertake a generic review of the Pensions Issue, then all parties will support



Enbri ’ ntinuing_recov f i nsion_an PEB_ex hr h h rm_of

Enbridge’s upcoming IR plan, provided that such recovery is deS|gned in_a_manner to ensure
hat Enbri recovers no_more or | han i | nsion_an PEB_ex rin

each year of the IR plan.

AlTo effect this result, all parties agree that the 2013 pension cests-ameuntisexpenses and
OPEBs expenses, totalling $42.8 million ($37.3 million in pension expenses plus $5.5 million in
OPEBs expenses, both determined on an accrual basis) are to be trued-up, such that Enbridge
ultimately recovers in rates only the actual ameuntamounts of its 2013 pension and OPEBs_
expense. Teo-accomplish-this;alAll parties agree to the creation of a PensienPost-Retirement
True-Up Variance Account (PTUVA) which will record any differences between the Company’s
forecast pension_and OPEBs expense and the actual pension_and OPEBs expense (both

determlned onan accrual baS|s) AILpaFtre&agree%hat—the—lIFU%LA—\Aﬁu—mneHeh—seas%eﬁeePar

theseueuteemes—rn—f—uture—years n future years, and in_the absence of an¥ new Board deC|S|on
r_poli n_the Pensions | hat is m | Enbri ring th rm_of i

upcoming IR plan, the PTUVA will include any uncleared balances from previous years, as well
as the difference between the amount otherwise included in that year's forecastrates, and
actual pension and OPEBs expenses for that year (again, on an accrual basis). For the Test
Year, the 2013 PTUVA will record differences between the forecast 2013 pension_and OPEBs

expense of $37—342 8 m|II|on and the actual 2013 pen5|on expense—tn—the—event—that—the

addressed—rn—the—sam&manner— nd OPEBs exgense To be cIear, the OPEB exgenses tha

I he true- roach ri in_thi raph_are th rren PEB
expenses. This true-up approach does not apply to the 90 million of OPEB costs aIIowed for
recov mmencing in 2013, which i r in | D4 and DV2 low.

Th i r h he 2013 PTUVA will leared in manner_that will allow for all
variances between $42.8 million and actual pension and OPEB expenses to be recorded and

lear i h ndition_th ny amounts in ex f million (credit or it) will

transferred into the next year’s account, so that large variances can be cleared over time
moothed). Under thi roach, the maximum amoun it or cri hat will lear

from the 2013 PTUVA will be $5 million, and any remaining amounts erI be transferred to the
2014 PTUVA for future clearance.

There i reemen he clearance meth | hat will li he PTUVA in
future ¥ears be;gond 2013. No party will raise an¥ procedural ob|ect|on if Enbridge or any. other

014 rates roceedln which_is antrcr ated to be an_ application for a roval of an IR
meth | which i h f wher h_i would ordinaril rai __All

parties are free to take whatever positions they determine with respect to the PTUVA clearance
meth | hat time.




term of its upcomin IR Ian and b) the next rebasing a Ilcatlon for Enbridge.

The Qartles further agree that thelr commltment to suggort Enbrldge S recovegg of Qensmn and
PEB expen n_an [ i ring th rm_of i IR plan_shoul

interpreted as any broad precedent or endorsement of that aggroach. To the contragg, the

parties are agreeing to this approach in the specific circumstances of the overall settlement of

this case, which include tradeoffs and compromises on a variety of items to arrive at an overall
resolution in the inter fr rs and th mpany.

Evidence: The evidence in relation to this issue includes the following:

A2-1-1 Introductory Evidence

A2-1-2 Benchmarking Study

A2-2-1 2013 Regulatory Budget Assumptions and Guidelines Directive

D1-1-1 Operating Cost Summary

D1-3-1 Operating Maintenance Costs

D1-3-2 Employee Expenses and Workforce Demographics

D1-4-1 Corporate Cost Allocation (“CAM”)

D1-4-2 Updated Corporate Cost Allocation (“CAM”)

D1-24-1 Regulatory Adjustments and Eliminations — CAM Elimination to Adjust for RCAM

D1-24-2 Updated Regulatory Adjustments and Eliminations - CAM Elimination to Adjust for RCAM

D1-7-1 Demand Side Management Budget

D1-9-1 Open Bill Access

D1-10-1 Finance Department - O&M Budget

D1-12-1 CIS / Customer Care — A Review of the Treatment of CIS/Customer Care Costs as a Result of the
ADR Settlement in EB-2011-0226

D1-13-1 Energy Supply, Storage Development and Regulatory — O&M Budget

D1-14-1 Law Department — O&M Budget

D1-15-1 Operations — O&M Budget

D1-16-1 Information Technology — O&M Budget

D1-17-1 Business Development and Corporate Strategy

D1-18-1 Human Resources — O&M Budget

D1-20-1 Pipeline Integrity and Safety — O&M Budget

D1-21-1 Public and Government Affairs — O&M Budget

D1-22-1 Non Departmental Expenses — O&M Budget

D2-3-1 Compensation Study — A Comparison of the EGDI Compensation Program

D3-1-1 Cost of Service 2013 Test Year

D3-2-1 Cost of Service Comparison of Utility Cost and Expenses Budget 2013 and Estimate 2012

D3-2-2 Operating and Maintenance Expense by Department 2013 Test Year

D3-2-3 Operating and Maintenance Expense by Cost Type - 2013 Test Year vs. 2012 Bridge Year

D3-2-4 Salaries and Wages and FTE Forecast 2013 Test Year

D4-1-1 Cost of Service 2012 Bridge Year

D4-2-1 Cost of Service Comparison of Utility Cost and Expenses 2012 Estimate and 2011 Historic

D4-2-3 Operating and Maintenance Expense by Department 2012 Estimate



D4-2-4

D4-2-5

D5-1-1

D5-2-1

D5-2-2

D5-2-3

D5-2-4

D5-2-5
I-D1-1.1t0 20.5
I-D2 to D26

| TR 82 to 160
JT1.11t0 1.22
2TR182to 184
JT12.27

Operating and Maintenance Expense by Cost Type 2012 Estimate and 2011 Historic
Salaries and Wages and FTE Estimate 2012 Bridge Year

Cost of Service 2011 Historic

Cost of Service Comparison of Utility Costs and Expenses Actual 2011 and 2007 Board Approved
Operating and Maintenance Expense by Department 2011 Historic

Operating and Maintenance Expense by Cost Type 2011 Historic and 2007 Board Approved
Salaries and Wages and FTE 2011 Historic

O&M Variances 2007 - 2011

Interrogatories on Issue D1

Other Interrogatories on D series issues

Evidence at Technical Conference (September 5, 2012)

Undertakings from Technical Conference (September 5, 2012)

Evidence at Technical Conference (September 6, 2012)

Undertaking from Technical Conference (September 6, 2012)
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