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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
BOARD STAFF INTERROGATORY #48 

 
 
INTERROGATORY 
 
Issue: D-5 

Should approval of Enbridge’s proposed rate methodology for the service to be provided 

to TransCanada be granted? 

 

REF:  Exhibit A, Tab 2, Schedule 1, Page 5 of 12, par 11, LTC Application 

 

 

Preamble 

Enbridge discusses here the possibility of Segment A being NPS 36 or NPS 42, which 

cannot be confirmed at this time. Enbridge mentions that it will file an update to the 

evidence to reflect such change.  

  

Questions 

a) Please provide a complete list of the potential evidence updates known to 

Enbridge at this time, a brief description of each, and an estimate of the timing of 

such updates. 

 

 

RESPONSE 
 
a) In order to assist the Board and intervenors, prior to responding to the interrogatory, 

EGD wishes to provide a brief history of the negotiations between TransCanada and 
EGD leading to the binding Memorandum of Understanding (MOU) dated January 
28th 2013 and two subsequent amendments dated April 26th, 2013 and May 21st,  
2013.  Please see response to CME Interrogatory #6 at Exhibit I.A1.EGD.CME.6 
which attaches a copy of the MOU and subsequent amendments. 

 
The intent of the MOU is laid out under Section 2.1 of the MOU dated January 28th 
2013. Sections 2.1 (b) and (c) state that the purpose of the MOU is to optimize use 
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of existing natural gas infrastructure to meet the capacity needs of the Parties 
current and future respective customers and plan for future infrastructure to meet 
medium and long term needs in a coordinated fashion.  In particular, TransCanada 
was seeking to expand short haul capacity on its system pursuant to its May 2012 
New Capacity Open Season in which Union Gas and Gaz Metro were awarded short 
haul capacity from Parkway to their markets. 

 
In accordance with Section 3.2 of the MOU, EGD amended its application to shorten 
its Parkway to Albion pipeline (“Enbridge Pipeline”) by interconnecting with 
TransCanada at Bram West, modify the size of the Enbridge Pipeline from NPS 36 
to NPS 42, and share the pipeline in order to meet the distribution requirements of 
EGD and the transmission requirements of TransCanada.  
 
Section 3.1 c) of the MOU also granted TransCanada the right to make one of three 
Elections as described in Schedules A, B and C of the MOU by April 29th, 2013, as 
summarized below: 

 Election #1 contemplates sharing of the Enbridge Pipeline as of November 
1, 2015.  

 Election #2 provides TransCanada an option to share the Enbridge 
Pipeline, exercisable by November 1, 2014. If TransCanada did not 
exercise the option, the Parties would work together to ensure that the toll 
from Parkway to Bram West was reasonable relative to Enbridge building 
back to Parkway.  

 Election #3 provides for Enbridge to construct the pipeline from Parkway 
to Maple, required TransCanada to accept delivery at Maple, and 
TransCanada was not obligated to support, but obligated to not oppose, 
intervene against, or delay Enbridge in its efforts to seek relevant 
approvals. 

 
In light of the NEB Decision, TransCanada requested and EGD granted an 
extension to the Election Date to May 22nd, 2013 as described in Section 4 of 
Amendment #1 (attached to the response to CME Interrogatory #6 found at             
Exhibit I.A1.EGD.CME.6), dated April 26th, 2013.  The two parties agreed to 
Amendment #2 (attached to the response to CME Interrogatory #6 response found 
at Exhibit I.A1.EGD.CME.6) dated May 21st, 2013 with the following salient changes: 
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 Explicit recognition that due to the impacts of the NEB Decision in                  
RH-003-2011, the current intent of TransCanada’s utilization of the 
Enbridge Pipeline has changed from meeting requests for service 
pursuant to its May 2012 New Capacity Open Season, to meeting future 
transportation requests or any existing or future system requirements..  

 Agreement by TransCanada to work with the Eastern LDCs and the 
market in a cooperative and timely manner to establish terms and 
conditions, to be brought to the NEB for approval, under which 
TransCanada could expand its system for short haul service requests on a 
commercially reasonable basis.   

 Agreement by TransCanada that in the event the sharing arrangement did 
not proceed and if the Parties agree, acting reasonably, that the tariff from 
Parkway to Bram West is not reasonable in relation to Enbridge’s cost of 
extending the pipeline to Parkway, then they will work in good faith to 
develop a load retention rate, and that failing this, Enbridge will have the 
right to construct back to Parkway.  

 In the event the sharing arrangement with TransCanada does not 
proceed, the entire capacity of the Enbridge Pipeline will be available for 
use by Enbridge. 

 
On May 22nd, 2013, TransCanada elected Election #2 and expressed a desire to 
pursue the project keeping to a November 1, 2015 in service date.  TransCanada 
expressed an interest in utilizing the capacity on the Enbridge Pipeline in order to 
replace back haul services currently contracted on the Great Lakes Gas 
Transmission pipeline with forward haul service on Union Gas’ Dawn to Parkway 
system.  The in-service date is subject to being able to secure necessary capacity 
from Dawn to Parkway.  As a result of TransCanada’s election, Enbridge’s base 
case has reverted to NPS 36 for the Bram West to Albion pipeline and interrogatory 
responses have been provided on this basis.  
 
In the event that TransCanada and the Eastern LDCs are able to establish terms 
and conditions under which TransCanada is able to expand short haul service, and 
TransCanada receives sufficient market interest for short haul service to justify 
reverting to the NPS 42 pipe size prior to the Settlement Conference, Enbridge may 
provide a further update to that effect.  Otherwise, Enbridge expects that no further 
updates will be required with respect to pipe size.  Other potential updates include 
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changes to the NEB Decision pursuant to TransCanada’s Review and Variance 
Application and updates on the sharing arrangement.  The table below summarizes 
the potential updates known to Enbridge at this time with respect to the Shared 
Pipeline and associated timing. 

 

 
Potential Update Timing Rationale 
Pipe Size Prior to 

Settlement 
Conference 

Based on TransCanada’s Election, 
EGD has reverted to NPS 36. Please 
see additional rationale above and 
impact on feasibility below. 

TransCanada Tolls Unknown TransCanada has applied for Review 
and Variance of the NEB Decision. The 
timing is unknown. The outcome does 
not impact the feasibility of the project. 
Please see table  at 
I.A3.EGD.STAFF.14. 

Sharing arrangement June 2013 Subject to TransCanada Board of 
Directors approval in June 2013 and 
NEB approval subsequently. The 
outcome does not impact the feasibility 
of the project as shown below. 
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Impact of Pipe Size and Sharing Arrangement on Project Feasibility 

SUMMARY OF INPUTS 

2013-05-15 
Update 

2013-05-30 
Update 

Base Case   

42'' Shared 42'' Shared 36'' Shared1 36'' Sole Use2 

Capital Investment 

Mains      

Stations      

Land/Land Rights      

Total $595,280,523 $595,280,523 $554,575,341 $554,575,341 

Future Reinforcement Projects 

2017 $21,000,000 $21,000,000 $21,000,000 $21,000,000 

2018 $16,400,000 $16,400,000 $16,400,000 $16,400,000 

2019 $13,000,000 $13,000,000 $13,000,000 $13,000,000 

2020 $250,000 $250,000 $250,000 $250,000 

Capital Maintenance Costs $5,218,238 $5,218,238 $5,218,238 $5,218,238 

Services3 $396,820,220 $379,533,696 $379,533,696 $379,533,696 

Total Capital $1,047,968,981 $1,030,682,457 $989,977,275 $989,977,275 

Total Transportation Savings $1,632,014,615 $1,632,014,615 $1,632,014,615 $1,801,373,015 

Total Transportation Services Charge $388,604,339 $388,604,339 $277,595,905 $0 

Total Distribution Revenues $4,841,881,321 $4,546,724,222 $4,546,724,222 $4,546,724,222 

Total Customer Additions (2015 - 2024) 156,181 146,337 146,337 146,337 

Net Present Value (40 years) $659,207,816 $637,855,721 $633,574,507 $624,452,756 

Profitability Index (40 years) 1.76 1.74 1.77 1.76 

 

                                                            
1 Please see Attachment 1 for additional Summary of Inputs and the DCF Analysis 
2 Please see Attachment 2 for additional Summary of Inputs and the DCF Analysis 
3 Services include the costs for distribution mains, services and meters based on the 2013 capital budget. 



Col. 1 Col. 2

Line No. Description

FEASIBILITY PARAMETERS

1. Discount Rate 5.88%

2. CCA Rate 6.00%

3. Tax Rate 26.50%

4. Municipal Tax rate 0.30%

5. Capital Tax Rate 0.00%

6. Customer Revenue Horizon (Years) 40                          

7. Annual Volumes (m3) 706,621,245          

8. Annual Distribution Revenues (Dollars) 130,083,942          

9. Annual Average O&M (Dollars) 13,208,237            

10. Annual Average Transportation Services Charge  (Dollars) 7,081,150              

11. Annual Average Transportation Savings (Dollars) 160,773,122          

12. Capital Investment (Dollars) 989,977,275          

Working Capital 

13. O&M (Lead days) (18.70)                   

14. Commodity (Lag days) 3.70                       

FEASIBILITY RESULTS

15. Net Present Value (Dollars) 633,574,507          

16. Profitability Index 1.77                       

                                     Parameters and Results                                      
Economic Feasibility - 40 Year Horizon

GTA Project
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Line No. Description

FEASIBILITY PARAMETERS

1. Discount Rate 5.88%

2. CCA Rate 6.00%

3. Tax Rate 26.50%

4. Municipal Tax rate 0.30%

5. Capital Tax Rate 0.00%

6. Customer Revenue Horizon (Years) 40                          

7. Annual Volumes (m3) 706,621,245          

8. Annual Distribution Revenues (Dollars) 130,083,942          

9. Annual Average O&M (Dollars) 13,208,237            

10. Annual Average Transportation Services Charge  (Dollars) -                        

11. Annual Average Transportation Savings (Dollars) 177,430,802          

12. Capital Investment (Dollars) 989,977,275          

Working Capital 

13. O&M (Lead days) (18.70)                   

14. Commodity (Lag days) 3.70                       

FEASIBILITY RESULTS

15. Net Present Value (Dollars) 624,452,756          

16. Profitability Index 1.76                       

                                     Parameters and Results                                      
Economic Feasibility - 40 Year Horizon

GTA Project

Filed: 2013-06-07 
EB-2012-0451/EB-2012-0433/EB-2013-0074 
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
BOARD STAFF INTERROGATORY #49 

 
 
INTERROGATORY 
 
Issue: D-5 

Should approval of Enbridge’s proposed rate methodology for the service to be provided 
to TransCanada be granted? 
 

REF:  Exhibit E, Tab 1, Schedule 2, Arrangement with TransCanada 

 

Preamble 

Enbridge discusses here the arrangement with TransCanada for the Shared Pipeline. 

The evidence refers to a 15-year term contract with TransCanada for transportation 

services (the Transportation Service Agreement or TSA). 

 

Questions 

a) In paragraph 2, Enbridge states that “for cost allocation purposes, Enbridge will 

retain 800,000 GJ (40%) of the design capacity and will assign the remainder of 

the design capacity (1,200,000 GJ or 60%) to TransCanada.”  Is the 60% ratio 

reflective of the daily contractual entitlement that TransCanada would have on 

the Shared Pipeline?   

 

b) Enbridge is proposing to treat the Shared Pipeline as a stand-alone cost item.  

Please provide the revenue requirement that would be allocated to Rate 332 

were Enbridge to use a more “traditional approach” and use its cost allocation 

study underpinning its 2013 Board-approved rates to allocate the incremental 

revenue requirement of this project to that class.  Please use the 2016 revenue 

requirement for this comparative analysis.    

 

c) Please explain why the income taxes on earnings in Attachment 1 are negative 

and explain why a direct assignment to TransCanada is appropriate.   
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d) Please provide the rate impacts related to the Shared Pipeline on the existing 

rate classes. Please include an explanation of how the revenue requirement 

would be allocated to the various customer rate classes.   

 

e) Please list the evidence updates foreseen specifically with respect to the Shared 

Pipeline, including any updates related to the March 27, 2013 NEB Decision on 

TCPL tolls. 

 

f) Please file the Transportation Services Agreement (“TSA”) contract with TCPL, in 

confidence if necessary. 

 

g) What is the status of the TCPL negotiations? 

 

h) Does the Base Case Economic Feasibility model an NPS 36” or an NPS 42” 

pipeline? 

 

i) What is the design capacity of the NPS 36” and NPS 42” pipelines and how 

would Enbridge utilize the 36” line differently if the 42” line does not proceed? 

 

j) What financial and other key assumptions are included in the Economic 

Feasibility for the Shared Pipeline? How many years of transportation revenue is 

assumed? Is the revenue requirement from the Shared Pipeline included in the 

Economic Feasibility? 

 

k) With respect to the new Rate 332 for transportation services, is there a prospect 

that other ex-franchise customers will take service under this rate? 

 

l) Enbridge currently has an approved transmission Rate 331 Tecumseh to Dawn 

service. Please compare and contrast the features of this rate to the proposed 

Rate 332. 
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m) With respect to the Revenue Requirement shown for the Shared Pipeline at 

Exhibit E/T1/S2, the required rate of return is shown as 6.81%. Is this based on 

the Company’s approved 2013 Cost of Capital? Please explain. 

 

 

RESPONSE 
 
a)    Yes, the 60% ratio is reflective of the daily contractual entitlement that 

TransCanada would have on the Shared Pipeline assuming an NPS 42 pipe size. 
The corresponding daily contractual entitlement for an NPS 36 pipe size for 
TransCanada is 50% or 800,000 GJ.  Please also see the response to Board Staff 
Interrogatory #48 at Exhibit I.D5.EGD.Staff.48.   

 
b)    The Company does not agree with how the proposed approach was characterized  

in this interrogatory question. 

Please note that Tecumseh Storage services, Rates 325, 330 and 331, are also set on 
a stand-alone basis. Such approach is in place to ensure the proper separation of costs 
between storage and distribution services and to remove potential for cross-
subsidization between distinct services. 

Also, as laid out at Exhibit E, Tab 1, Schedule 2, Page 4, Para. 14, the Rate 332 
Transportation Services Agreement is inherently different from the distribution services 
provided by the Company as it reflects a shared use facility by two entities and is the 
outcome of OEB direction to the industry for integrated regional planning to optimize 
infrastructure in the region.  The proposed approach most closely matches the cost to 
provide service over the contract term. 

c)   The Company has provided an updated shared pipeline revenue requirement1 at 
interrogatory I.D5.EGD.EP.87 Table 1.  The income taxes for each year at line 14 
are showing as negative amounts as the revenue requirement calculations are, a) 
being calculated from the cost side of an equation only without an assumed 
revenue recovery and, b) include a contributing credit to taxes from tax deductible 
capital cost allowance amounts outpacing non tax deductible book depreciation 

                                                           
1 For reasons described in interrogatory response I.D5.EGD.Staff.48, the revenue requirement amounts assume 
Segment A’s Bram West to Albion is a 36” pipeline. 
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amounts.  However, line 17 also shows the additional impact within taxes that 
occurs once rates were to recover the gross revenue amounts shown as being 
required at line 15.  The visual of total tax amounts within line 14 and line 17 in fact 
shows positive income taxes for years beyond the partial in service fiscal year 
2015.  

 
d)  As indicated in response to part c), the Company has provided an updated shared 

pipeline revenue requirement at interrogatory I.D5.EGD.EP.87 Table 1.  To 
illustrate the rate impacts, the Company has used the 2016 forecast revenue 
requirement as this represents the highest level of revenue requirement and rate 
impact for the project.  The revenue requirement for the project decreases over time 
as the assets depreciate.  The updated shared pipeline revenue requirement 
forecast for 2016 is $23.6 million which is shared 50/50 between Enbridge and 
TCPL.  Therefore, the shared pipeline revenue requirement to be recovered from 
Enbridge’s customers in 2016 is $11.8 million.  Enbridge will utilize its portion to 
meet the transportation and seasonal balancing needs of its customers.  The $11.8 
million will be recovered in Enbridge’s rates as 50% transportation related and 50% 
seasonal related.  The transportation related costs will be allocated to the rate 
classes based on bundled transportation volumes and recovered in the 
Transportation rate.  The seasonal costs are further classified as 60% deliverability 
related and allocated to the rate classes based on the deliverability factor and 40% 
space related and allocated to the rate classes based on seasonal space.  The 
seasonal costs are recovered in the Company’s delivery rates.  The estimated 
average rate impact from the Enbridge shared pipeline revenue requirement for 
2016 on Enbridge’s rate classes is as follows: 
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BUNDLED RATES
Rate Class Sales Service

1 0.5%
6 0.5%
9 0.2%

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

UNBUNDLED RATES
125 0.0%
300 0.0%  

 
Please also see A4.EGD.ED.21 where both rate and bill impacts are shown. 
 
e)   Please see response to Board Staff Interrogatory #48 at I.D5.EGD.STAFF.48.  
 
f)   Enbridge and TransCanada are currently negotiating the details of the TSA, thus 

a completed TSA is not available at this time.   
 
g)  Please see response to Board Staff Interrogatory #48 at I.D5.EGD.STAFF.48.  

The recent TransCanada election is being incorporated the TSA. 
 
h)  The base case feasibility models a shared NPS 36 for Segment A. Please refer 

to response to Board Staff Interrogatory #48 at I.D5.EGD.STAFF.48 
 
i)   The design capacity of the NPS 42 is 2000 TJ/d and the NPS 36 is 1600 TJ/d. In 

both cases the sharing arrangement reserves 800 TJ/d for Enbridge to serve the 
distribution system.  

 
 
 



 
Filed:  2013-06-07 
EB-2012-0451/EB-2012-0433/EB-2013-0074 
Exhibit I.D5.EGD.STAFF.49 
Page 6 of 6 

Witnesses: K. Culbert 
 C. Fernandes 
 M. Giridhar 
 A. Kacicnik 
 S. Murray  

j) The detailed estimated project capital costs for the Shared Pipeline can be found 
at Exhibit C, Tab 2, Schedule 1. The estimated annual O&M for the shared 
pipeline is approximately $380,000.  Note, this is the 40 year average excluding 
the partial year in 2015.  The arrangement with TransCanada is outlined in 
Exhibit E, Tab 2, Schedule 2. The feasibility input parameters can be found at 
Exhibit E, Tab 1, Schedule 1, Pages 8 and 9. 
  
Included in the Economic Feasibility is 10.25 years of net transportation savings 
and 40 years of revenues from rate 332.  

 
 

k)   No. The applicability of Rate 332: Bram West to Albion Transportation Service is 
specific to the proposed Transportation Service Agreement with TransCanada 
Pipelines Limited (“TransCanada”).  

 
l)    A key difference between the two rates is that the applicability of Rate 332: Bram 

West to Albion Transportation Service is specific to the proposed Transportation 
Service Agreement with TransCanada Pipelines Limited (“TransCanada”). Rate 
331: Tecumseh Transportation Service is applicable to shippers who enter into 
an agreement with the Company for transportation service on the Company’s 
pipelines extending from Tecumseh to Dawn. For this reason, Rate 331 is 
designed as a Demand Rate, whereby a customer pays a fixed charge 
dependent on the capacity the customer wishes to ship on the Tecumseh to 
Dawn line.  Since Rate 332 is specific to the TSA agreement with TransCanada, 
the Company proposed that Rate 332 monthly charge recovers TransCanada’s 
share of the annual revenue requirement of the shared pipeline through 12 
(equal) payments. 
 
Further, the shared pipeline on which the Rate 332 is based on is a shared use 
facility by two entities and is the outcome of the OEB direction to the industry for 
integrated regional planning to optimize assets in the region.  

  

m)  Within the referred to Exhibit and the updated Table 1 referred to in part c) of this 
response, the 6.81% required rate of return on rate base is in fact the Company’s 
2013 Board Approved Cost of Capital.  The 2013 Board Approved Cost of Capital 
was used for approximation purposes as the Company is not seeking Board 
Approval of total rate and revenue requirement impacts within this Leave-to-
Construct proceeding but rather will be requesting approval of those impacts 
within its upcoming EB-2012-0459 rate application. 
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
ASSOCIATION OF POWER PRODUCERS OF ONTARIO INTERROGATORY #12 

 
 
INTERROGATORY 
 
D.5 Should approval of Enbridge’s proposed rate methodology for the service to be 
provided to TransCanada be granted? 

 
Reference: EB-2012-0451 Exhibit E Tab 1Schedule 2 and Schedule 2 Attachment 1 
 
Preamble: Enbridge provides a stand-alone rate for the capacity under contract to 

TransCanada and revenue requirement for Rate 332 for the Share 
Pipeline 

 
a)  Please provide the status of Enbridge’s negotiations with TransCanada for 

both TransCanada’s transportation agreement on Enbridge related to 
Segment A, as well as the status of the transportation agreement that 
Enbridge will have on TransCanada for the transportation between Parkway 
and Bram West. 

b)  Please describe how the revenue requirement will be re-determined through 
time if there are changes in: the actual installed capital cost, return, O&M 
expenses, taxes, depreciation rates, etc. 

c)  How will this service and its respective rates and other charges/credits be 
affected by future incentive rate proceedings? 

d)  In the event that this section of pipe requires some form of capital outlay in 
the future (such as a partial replacement, due to age, location or condition, 
abandonment etc. or reinforcement for growth) or a major O&M expense, 
how will the future revenue requirement be affected? 

e)  In the event that other parties are interested in contracting over the same 
path or other paths on the XHP system is this methodology rate available to 
other shippers? Explain. 

f) Will Albion become a receipt point on the Enbridge system for deliveries by 
TransCanada for Enbridge’s direct purchase customers? 
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RESPONSE 
 
a) Please see the response to Board Staff Interrogatory #49 g) at Exhibit 

I.D5.EGD.STAFF.49.  
 

b) The revenue requirement calculation for TransCanada will mimic the cost 
consequences of joint ownership under a single regulatory jurisdiction.  As such, 
the revenue requirement calculation will be updated each year for the cost 
elements. 
 

c) The service and rate offering will not be impacted by future incentive regulation 
proceedings for the reason outlined in b) above. 
 

d) As noted in b) above, the revenue requirement calculation will be updated for 
increases in capital or O&M expense. 
 

e) Enbridge does not have any other shippers who receive a similar service as 
contemplated for TransCanada. The methodology is not available for distribution 
service customers shippers for the reasons outlined below: 

• As noted in b) above, the Transportation Service Agreement reflects the cost 
consequences of joint ownership and therefore does not apply to the 
Company’s distribution customers. 

• Secondly, the Transportation Service Agreement is inherently different from 
the distribution services offered by the Company to its customers in that it: 

i. Is a shared use facility by two entities; 
ii. Interconnects two transmission pipeline facilities; 
iii. Provides for a first right of refusal upon sale; and, 
iv. Is the product of an OEB direction to work with other industry 

participants to optimize assets in the region. 
 

f) As outlined in Environmental Defence Interrogatory #1 at Exhibit I.A1.EGD.ED.1, 
the Company plans to consult on the specifics of the delivery point flexibility sought 
by direct purchase customers after the GTA Project receives regulatory approval. 
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
CONSUMERS COUNCIL OF CANADA INTERROGATORY #26 

 
 
INTERROGATORY 
 
5. Should approval of Enbridge’s proposed rate methodology for the 

service to be provided to TransCanada be granted? 
 
D.5-CCC-26  
 
Reference: E/T1/S2/pgs. 3-4 
 

a) Section 36(2) of the OEB Act contemplates the Board making order “approving or 
fixing just and reasonable rates” 36(3) states “In approving or fixing just and 
reasonable rates, the Board may adopt any method or technique…” (emphasis 
added). In this application is Enbridge seeking an order which describes the 
methodology, but does not prescribe a rate? 

 
b) If yes, please explain under which specific provision of the OEB Act this order will 

be made. Also provide Enbridge’s view as to whether such an order would bind 
the Board in subsequent proceedings and irrespective of the actual rate that this 
methodology may produce at some future date? 

 
c) Please provide the specific rate methodology text Enbridge proposes the Board 

approve. 
 
 
RESPONSE 
 
a)  Confirmed.  With respect to the proposed Rate 332 transportation service, 

Enbridge is asking for approval of the proposed Rate 332 transportation service 
and the methodology that will be applied to develop the monthly charge (i.e. rate) 
for Rate 332 transportation service. Enbridge is not seeking approval of a specific 
monthly charge (i.e. rate) for Rate 332 transportation service within this 
application.  Enbridge will ask for such an approval within an annual rate 
adjustment application. 
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b)  To determine the conditions under which TransCanada will be provided service 
on the shared pipeline, Enbridge is relying on section 36 of the Ontario Energy 
Board Act, 1998, S.O. 1998, c-15, Schedule B to seek approval of the proposed 
Rate 332 transportation service to TransCanada and the methodology that will be 
applied to develop the monthly charge (i.e. rate) for Rate 332 transportation 
service. 
 
In Enbridge’s view, the proposed methodology that will be applied to develop the 
monthly charge (i.e. rate) for Rate 332 transportation service could be reviewed 
in front of the Board in a subsequent proceeding if there was a change in 
circumstances on which this proposal is based.  

c)  Enbridge proposes that the specific methodology that will be applied to develop 
the monthly charge (i.e. rate) for Rate 332 transportation service be based on the 
following text: 

For the purposes of annual revenue requirement derivation and determination of Rate 
332 monthly charge, the shared pipeline will be considered as a stand-alone cost item. 
The revenue requirement for the shared pipeline will be based on a cost-of-service 
methodology and will include costs for administration, operation, maintenance, 
depreciation, cost of debt, return on equity, and municipal and income taxes. The 
revenue requirement and the Rate 332 monthly charge will be updated annually. 50%1 
of the annual revenue requirement for the shared pipeline will be recovered from 
TransCanada. The Rate 332 monthly charge will recover TransCanada’s share of the 
annual revenue requirement through 12 (equal) payments.     

 

                                                           
1 Please see Exhibit I.D5.EGD.STAFF.48. 
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
ENERGY PROBE RESEARCH FOUNDATION INTERROGATORY #86 

 
 
INTERROGATORY 
 
Issue D5  Should approval of Enbridge's  proposed  rate methodology for the service 

to be provided  to TransCanada be granted? 

Ref: EB-2012-0451Exhibit E, Tab1, Schedule 2, Pages 1-4 
 
Preamble: TCPL will share cost of NPS 42" with incremental capital cost of $42.8 
million. Otherwise EGD will build NPS 36" pipeline and retain 800,000 Gj/D 
capacity and TCPL the remaining Capacity. 
 
Please provide a consolidated Table that shows the attributes of the various options 
for Segment A, add comments/notes as required. 

Options NPS 36” 
EGD 
Sole Use 

NPS 36” 
Shared  
Use 

NPS 42” 
EGD Sole 
Use * 

NPS 42” 
Shared  
Use 

Comments 

Total Capacity 
Gj/D 

800,000 1,600,000 800,000 2,000,000  

EGD Capacity 
Gj/D 

800,000 800,000 800,000 800,000  

EGD Cost $m      
Other costs e.g. 
(connection to  
Parkway) $m (if 
not included above) 

     

Annual Operating 
Cost $m 

     

Toll Payable to  
TCPL Pkwy-Bram 
W 

     

      
TCPL Capacity 
GJ/d  

0 800,000 0 1,200,000  

TCPL Cap Cost 
contribution   
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TCPL annual  
Cost/Revenue 
(Rate 332 toll) $m 

     

*assumes TCPL 
does not take Rate 
332 at some point  

     

 
 
RESPONSE 
 
The response was filed in confidence with Board.  Parties who signed a Declaration and 
Undertaking will also receive copies. 
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
ENERGY PROBE RESEARCH FOUNDATION INTERROGATORY #87 

 
INTERROGATORY 
 
Issue D5  Should approval of Enbridge's  proposed  rate methodology for the service 

to be provided  to TransCanada be granted? 

Ref:  EB-2012-0451 Exhibit  E, Tab1, Schedule  2, Attachment 

a)  Confirm calculation shown in reference  is for NPS 42" full shared  use 
option. 
Provide  an equivalent calculation of the revenue  requirement for the 
standalone (EGD sole use). 

 
b)  Please provide  a Revenue Requirement for the other  partial shared  use 

options. 

c) Assume TCPL  does not renew the TSE after 15 years  provide  the 
Revenue 
Requirement impact  on EGD. 

 
d)  For each of the revenue  requirement calculations provide  the annual  

revenue from TCPL  rate 332 service and the transportation margin  to 
EGD. 

e) Please provide full details of the Costs allocated  to Rate 332. 

f)  Please provide details of the rate design for Rate 332. 

 

RESPONSE 

a) The calculation shown in Exhibit E, Tab 1, Schedule 2,  attachment was for a 42” 
shared option.  The Company has provided a 36” Segment A option for 
Transmission services which would be shared equally 50/50 by Enbridge and 
TranCanda in the attached Table 11.   Also provided in Table 2, is the Enbridge only 
Distribution services portion of a 36” Segment A option. 

  

                                                           
1 Please see the response to Board Staff Interrogatory #48 at I.D5.EDG.STAFF.48. 
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b) This is currently the only shared use option. 
 
c) If TransCanada were not to renew after 15 years, as per the MOU filed in CME 

Interrogatory Response #6 at Exhibit I.A1.EGD.CME.6, TransCanada would 
reimburse Enbridge its share of the residual net book value of the Segment A 
pipeline. 

 
d) through f) 

 
The proposed Rate 332 monthly charge is based on the annual cost (i.e. revenue 

requirement) to provide transportation service to TransCanada on the shared 
pipeline. 

 
Enbridge proposes that the methodology for derivation of the Rate 332 monthly 
charge (i.e. rate) be based on the following;  

• For the purposes of annual revenue requirement derivation and 
determination of Rate 332 monthly charge, the shared pipeline will be 
considered as a stand-alone cost item.  

• The revenue requirement for the shared pipeline will be based on a cost-
of-service methodology and will include costs for administration, operation, 
maintenance, depreciation, cost of debt, return on equity, and municipal 
and income taxes.  

• The revenue requirement and the Rate 332 monthly charge will be 
updated annually.  

• 50% of the annual revenue requirement for the shared pipeline will be 
recovered from TransCanada.  

• The Rate 332 monthly charge will recover TransCanada’s share of the 
annual revenue requirement through 12 (equal monthly) payments. 

 
Therefore, as per the proposed approach, the annual revenue from TransCanada 
will match 50% of the annual revenue requirement for the shared pipeline.  The 
Company will not incur any gas costs under the proposed Rate 332 service. Hence, 
the annual revenue from TransCanada will represent annual margin to Enbridge.   

 

 



($000's)
Line
No. 2015 2016 2017 2018

Cost of capital
1. Rate base 45,671.9 218,932.3 211,845.4 204,758.5
2. Required rate of return 6.81% 6.81% 6.81% 6.81%
3. Cost of capital 3,110.5 14,910.5 14,427.8 13,945.2

Cost of service
5. Operation and Maintenance 46.1            221.2          221.2          221.2          
6. Depreciation and amortization 1,181.4       7,088.2       7,088.3       7,088.3       
7. Municipal and other taxes 139.8          671.0          671.0          671.0          

8. Cost of service 1,367.2       7,980.5       7,980.5       7,980.6       

Income taxes on earnings
12. Excluding tax shield (1,948.4)      (3,519.9)      (3,319.3)      (3,130.9)      
13. Tax shield provided by interest expense (425.7)         (2,040.8)      (1,974.8)      (1,908.7)      

14. Income taxes on earnings (2,374.1)      (5,560.8)      (5,294.0)      (5,039.6)      

Taxes on (def) / suff.
15. Gross (def.) / suff. (2,862.1) (23,578.4) (23,284.7) (22,974.3)
16. Net (def.) / suff. (2,103.6) (17,330.1) (17,114.3) (16,886.1)
17. Taxes on (def.) / suff. 758.5 6,248.3 6,170.5 6,088.2

18. Revenue requirement 2,862.1 23,578.4 23,284.7 22,974.3

19. TransCanada Share 50% 50% 50% 50%

20. Annual Rate Revenue 1,431.0$     11,789.2$   11,642.4$   11,487.2$   

REVENUE REQUIREMENT
GTA SEGMENT A TRANSPORTATION SHARED 36" 

TABLE 1
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($000's)
Line
No. 2015 2016 2017 2018

Cost of capital
1. Rate base 10,203.2 48,439.6 47,363.0 46,286.3
2. Required rate of return 6.81% 6.81% 6.81% 6.81%
3. Cost of capital 694.9 3,299.0 3,225.7 3,152.3

Cost of service
5. Operation and Maintenance 110.7          531.6          531.6          531.6          
6. Depreciation and amortization 179.4          1,076.6       1,076.6       1,076.6       
7. Municipal and other taxes 30.7            147.5          147.5          147.5          

8. Cost of service 320.9          1,755.7       1,755.7       1,755.7       

Income taxes on earnings
12. Excluding tax shield (411.5)         (904.5)         (861.0)         (820.2)         
13. Tax shield provided by interest expense (95.1)           (451.5)         (441.5)         (431.5)         

14. Income taxes on earnings (506.6)         (1,356.1)      (1,302.6)      (1,251.6)      

Taxes on (def) / suff.
15. Gross (def.) / suff. (692.8) (5,032.1) (5,005.2) (4,974.7)
16. Net (def.) / suff. (509.2) (3,698.6) (3,678.8) (3,656.4)
17. Taxes on (def.) / suff. 183.6 1,333.5 1,326.4 1,318.3

18. Revenue requirement 692.8 5,032.1 5,005.2 4,974.7

REVENUE REQUIREMENT
GTA SEGMENT A EGD DISTRIBUTION 36" 

TABLE 2
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
FEDERATION OF RENTAL-HOUSING PROVIDERS OF ONTARIO 

INTERROGATORY #36 
 
 
INTERROGATORY 
 
REF:   EB-2012-0451 EX. E, Tab 1 Schedule 2, page 2, paragraphs 7-8 
Conditions Precedent 
 
a. Please provide all conditions precedent including specified deadlines that will need 

to be fulfilled or waived prior to: 
 
i. Pipe ordering 

 
ii. Pipe installation 

 
b. Are there any scenarios whereby EGD or its customers would be held responsible 

for incremental costs above the stated NPS 36 requirement? 
 
 

RESPONSE 
 
a. Please see the response to Board Staff Interrogatory #48 at Exhibit 

I.D5.EGD.STAFF.48 page 4.  Based on the NPS 36 design from Bram West to 
Albion, there are no further conditions precedent that will impact pipe ordering and/or 
pipe installation. 
 

b. No. 
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
FEDERATION OF RENTAL-HOUSING PROVIDERS OF ONTARIO 

INTERROGATORY #37 
 
 
INTERROGATORY 
 
REF:   EB-2012-0451 EX. E, Tab 1 Schedule 2, page 2, paragraphs 7-8 
Conditions Precedent 
 
Please provide the resulting full design capacity if EGD proceeds with the NPS 36 line. 

 
 

RESPONSE 
 
The design capacity of the NPS 36 would be 1600 TJ/d, with 800 TJ/d reserved for 
distribution system purposes as per Exhibit E, Tab 1, Schedule 2, paragraph 8.  
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
SCHOOL ENERGY COALITION INTERROGATORY #4 

 
 
INTERROGATORY 
 
Issue:  D5-SEC-4 

[Ex.E/1/2] Please provide the rate impacts on each customer class, for the shared used 
pipeline with TransCanada.  

 

RESPONSE 

Please see the response to Board Staff Interrogatory #49 at Exhibit 
I.D5.EGD.STAFF.49 (d). 
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
SCHOOL ENERGY COALITION INTERROGATORY #5 

 
 
INTERROGATORY 
 
Issue:  D5-SEC-5 

[Ex.E/1/2]  

Please provide the incremental revenue requirement that would be allocated to 
TransCanada if the cost allocation methodology used in EB-2012-0354 were utilized.   

 

RESPONSE 

The Company has provided updated Segment A shared pipeline revenue 
requirements1.  Please see the response to Energy Probe Interrogatory #49 (b) at 
Exhibit I.D5.EGD.EP.87 Table 1 and Board Staff Interrogatory #49 (b) at 
Exhibit I.D5.EGD.Staff.49.  

 

 
 

                                                           
1 For reasons described in interrogatory response I.D5.EGD.Staff.48, the revenue requirements assume Segment 
A’s Bram West to Albion is a 36” pipeline. 
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
VECC INTERROGATORY #5 

 
 
INTERROGATORY 
 
ISSUE D.5 Should approval of Enbridge’s proposed rate methodology for the service to 
be provided to TransCanada be granted?  
 
 
Reference: EB-2012-0451, Exhibit E, Tab 1, Schedule 2, page 3, paragraphs 10  

and 11 
 
The referenced paragraphs state: 
 
10. Enbridge proposes to charge a rate that will be based upon a Board approved cost-
of-service methodology and include costs for: administration, depreciation, debt cost, 
maintenance, operations, a return on equity, and taxes. 
 
11. The Company proposes to treat the Shared Pipeline as a stand-alone cost item. 
Under this approach, a transportation services charge would be calculated by the 
Company on a cost-of-service basis, as detailed in paragraph 10. The charge would 
recover the revenue requirement associated with TransCanada’s share of the Shared 
Pipeline.  As mentioned, the TSA would contain sufficient termination provisions to 
ensure any unrecovered capital amounts are recovered from TransCanada. 
 
 

a) Does EGD have any other rate classes whose rates have been set on such a 
stand-alone basis?  If so, please provide details. 
  

b) Can EGD confirm that under its shared pipeline proposal, TransCanada would 
make no contribution to the distribution system in the rates it was charged?  If 
unable to so confirm, please explain fully. 
 

c) Under a fully allocated cost of service study, how would the rates thus 
determined for TransCanada compare with the proposed rates?  Is it not fair to 
assume the FACOS rate would be higher as it would involve some allocation of 
existing overheads to TransCanada while the proposal allocates none of these 
costs to TransCanada?  
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d) Can EGD confirm that to avoid cross-subsidization, the rate charged to a class 
should recover an amount between (i) stand-alone costs and (ii) incremental 
costs?  If unable to so confirm, please discuss fully.   
 

e) Is it fair to conclude from paragraph 11 that there is no possibility of stranded 
asset recovery from in-franchise ratepayers? 
 

RESPONSE 

 
a)  Yes. Tecumseh Storage services rates, Rates 325, 330 and 331, are set on a 

stand-alone basis.  Such approach is in place to ensure the proper separation of 
costs between storage and distribution services and to remove potential for 
cross-subsidization between distinct services. 

b)  Confirmed.  The proposed Rate 332 monthly charge is based on the specific 
annual cost (i.e. revenue requirement) to provide transportation service to 
TransCanada on the shared pipeline. 
 
Having confirmed that, it is important to highlight the benefits to Enbridge’s gas 
distribution customers facilitated by this project, inclusive of the shared pipeline 
arrangement with TransCanada, which is the outcome of the OEB direction to the 
industry for integrated regional planning to optimize assets in the region. 
 
The project benefits to Enbridge’s ratepayers consist of:  integrated regional 
planning reflected in this project results in lower infrastructure costs, lower 
environmental and community impacts by eliminating duplicative infrastructure, 
as well as, gas supply benefits. 

c)  The proposed Rate 332 monthly charge is a fully allocated charge, based on a 
cost-of-service methodology.  Also, please see the Company’s evidence at 
Exhibit E, Tab 1, Schedule 2, pages 3 and 4. 

d)  To avoid/eliminate cross-subsidy issues rates for services provided need to be 
based on fully allocated costs. 
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e)  Confirmed. The rate methodology mimics the cost consequences of joint 
ownership, therefore TransCanada pays for its share of the capacity while the 
arrangement is in place, irrespective of utilization, and the residual net book 
value of its capacity share if it opts to terminate the arrangement. 
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