500 Consumers Road Lorraine Chiasson
North York, Ontario Regulatory Coordinator ENBR’D GE

M2J 1P8 Telephone: (416) 495-5499
PO Box 650 Fax: (416) 495-6072
Scarborough ON M1K 5E3 Email: EGDRegulatoryProceedings@enbridge.com

VIA RESS, E-MAIL and COURIER

December 17, 2013

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

2300 Yonge Street, 27" Floor
Toronto, Ontario

M4P 1E4

Dear Ms. Walli:

Re: EB-2013-0406 Enbridge Gas Distribution Inc. (“Enbridge”)
Q1 ORAM — Reply to Board Staff Questions

On December 10, 2013, Enbridge filed a Quarterly Rate Adjustment Mechanism
(“QRAM") application with the Ontario Energy Board and invited parties to provide
comments by December 15, 2013.

Enbridge received questions from Board Staff on December 15 and December 16,
2013.

Attached please find Enbridge’s reply to Board Staff.
Please contact the undersigned if you have any questions.
Sincerely,

(original signed)

Lorraine Chiasson
Regulatory Coordinator

cc: Mr. Fred Cass, Aird & Berlis (via email)
EB-2013-0406 Interested Parties (via email)
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BOARD STAFF INTERROGATORY #1

INTERROGATORY

At Exhibit Q1-2, Tab 1, schedule 1, pp. 4-6, Enbridge identifies two errors that it has
discovered from previous QRAM proceedings. Page 3 describes a "mechanical error”
from the October 2012 QRAM that resulted in ratepayers not being credited with $7.8M
that they were entitled to. At page 6, another mechanical error from the April 2013
QRAM is described, which resulted in ratepayers not being credited with $2.3M that
they were entitled to. Enbridge proposes to refund this $10.1M to ratepayers through
the current QRAM application.

(a) Please provide additional detail about the nature of the "mechanical error” that
resulted in improper figures being presented to the Board in the October 2012 and April
2013 QRAM proceedings. What steps, if any, have been taken to ensure that similar
errors do not occur in the future?

(b) Does the $10.1M Enbridge proposes to refund to ratepayers include interest? If not,
what would the figure be if interest charges were included?

(c) Enbridge appears to be requesting that the Board authorize a "correction” to two
previous final rate orders (i.e. the Board's orders from the October 2012 and April 2013
QRAM proceedings). In Enbridge's view, does this raise any concerns with respect to
rate retroactivity? Please explain.

(d) What is the approximate rate impact associated with the $10.1M? In other words, if
the $10.1M were not refunded to customers through this QRAM, all else being equal
what impact would this have on the rate?

RESPONSE

a) The mechanical errors came to light during an internal review of previous QRAM
calculations. This review revealed that two formulae within Excel spreadsheet
models were incorrectly summing the line items for the determination of the Gas
Acquisition — Commodity Component of its PGVA balance for its October 2012
QRAM, as well as, the determination of its Gas in Inventory Re-valuation PGVA
balance for its April 1, 2013 QRAM. This is the nature of the mechanical errors
referred to in evidence at Exhibit Q1-2, tab 1, Schedule 1, pages 3 and 6.

Witnesses: A. Kacicnik
D. Small
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Enbridge corrected the two errors. The corrected exhibits have been included within
this QRAM evidence at Exhibit Q1-3, Tab 1, Schedule 2, Page 6 of 9 (Updated EB-
2012-0352 Exhibit Q4-3, Tab 1, Schedule 2, page 5 of 7) and Exhibit Q1-3, Tab 1,
Schedule 3, Page 2 of 3 (Updated EB-2013-0045 Exhibit Q2-3, Tab 1, Schedule 3,
page 1 of 2).

The two errors are calculation errors only. In the preparation of its QRAM evidence,
the Company follows the QRAM process as approved by the Board for Enbridge.

Enbridge has taken steps to add an additional layer of verification / validation for
formula error and recalculation of key results (as part of its internal review process)
to prevent such errors occurring in the future.

b) The $10.1 million which Enbridge proposes to refund to ratepayers does not include
interest. Enbridge notes that the current Board approved interest rate is 1.47%.

Given the stage that this application is at, and the number of exhibits, as well as, the
customer rate notices that would be impacted, Enbridge respectfully proposes to
determine and address interest associated with these balances as part of its April 1,
2014 QRAM application.

c) In Enbridge’s view, the proposed corrections do not give raise to retroactivity given

that:

¢ the rider inclusive of corrections will be applied to customers’ bills on a
prospective basis; and

e in accordance with the Board-approved methodology, the derivation of the Rider
C unit rates within a QRAM application reflect both forecast and actual balances
for the components of the PGVA, as well as, a true up mechanism of over and
under collections or refunds to customers.

The two proposed corrections from previous QRAMs can be viewed in the same
manner as the true-up mechanism which currently exists within the current
QRAM methodology. At Exhibit Q1-1, Tab 2, Schedule 1, Appendix A, Page 3
paragraph 13, the Company’s QRAM methodology allows Enbridge to record
variances reflecting the difference between the amount that was forecast to be
recovered in the previous quarter from rate riders and the amount that was
actually recovered. These variances are included in the establishment of the rate
rider unit rates for the next 12 month period.

As a result, Enbridge updates quarterly its rate rider unit rates to reflect the updated
forecast of PGVA balances and the historical variance.

Witnesses: A. Kacicnik
D. Small
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d) The Rider C unit rates are rate riders which are applied to customer bills in
conjunction with Enbridge’s Board approved rates for gas supply, transportation,
load balancing and delivery.

The Company’s proposed rate impacts stemming from the change in revenue
requirement for this QRAM would not change if the $10.1 million were not being
refunded to customers. The correction of $10.1 million only impacts the commodity
component of Rider C and is only applicable to Sales (i.e. system gas) service
customers.

The proposed Sales service Rider C, inclusive of the two corrections, results in a
credit of approximately $29 annually for a typical residential customer. If the

$10.1 million were not refunded to customers, the Rider C would result in a credit of
approximately $24 annually for a typical residential customer or approximately $5
annually less than the Company’s proposal.

Witnesses: A. Kacicnik
D. Small
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BOARD STAFF INTERROGATORY #2

INTERROGATORY

Ref: Ex Q1-2/T1/S1/paragraph 6 speaks to the Extraction Revenue of $2.6 million
included in column 1 of Ex Q1-3/T1/S2 page 1 of 9.

i. Could Enbridge please show how the amount is allocated to the months of
2013 in Column 1.

ii. How does the current revenue amount relate to the amount shown for
Extraction Revenue in the October 1% QRAM (EB-2013-0295) of $5.047
million?

iii. Assuming that Extraction Revenues will continue for some time, can Enbridge
please provide comment on whether it would be advisable to have Extraction
Revenues noted as a separate item in future QRAMSs.

RESPONSE
i. Please see the table below.

The extraction revenue of approximately $2.6 million captures the period of
January 1, 2013 to November 30, 2013 and represents a reduction to the
Company’s acquisition costs. Should the Company realize extraction revenue in
the month of December 2013, the amount will be recorded and cleared to
customers as part of Rider C within the April 2014 QRAM.

2013 $
" $000
January - August $ 1,881.3
September $ 2228
October $ 230.8
November $ 220.0
December -
Total $ 2,554.9

ii. The amount of $5.047 million represents the extraction revenue realized in 2012.
The Company cleared this amount to customers as a one-time adjustment to the
commodity component of the PGVA within the October 2013 QRAM following the

Witnesses: A. Kacicnik
D. Small
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settlement of this issue in the 2012 Earnings Sharing Mechanism (“ESM”)
proceeding EB-2013-0046. The level of extraction revenue to date in 2013 is
about half of the extraction revenue realized in 2012.

iii.  Enbridge agrees and proposes to separately report extraction revenues
commencing as part of its April 1, 2014 QRAM.

In this regard, Enbridge proposes to provide a paragraph (similar to paragraph #6
at Exhibit Q1-2, Tab 1, Schedule 1, page 2) within its written evidence advising
on the level of extraction revenue to date. Further, within its supporting
schedules at Exhibit QX-3, Tab 1, Schedule 2, page 1, Enbridge proposes to
indicate the level of extraction revenue realized for each month.

Witnesses: A. Kacicnik
D. Small
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BOARD STAFF INTERROGATORY #3

INTERROGATORY

Ref: Ex Q1-3/T1/Sl/lines 7.11 and 7.12. Regarding the amounts shown for Alliance and
Vector transportation, please explain why these are different than the amounts showing
the gas supply plan approved by the Board on an interim basis in its November 5, 2013

Decision on Motion.

RESPONSE

The Alliance and Vector amounts in the January 2014 QRAM evidence are slightly
different than the amounts approved by the Board on an interim basis in its

November 5, 2013 Decision on Motion because of a small change in the exchange rate
between $CAD and $US. The exchange rate within this QRAM is slightly less
favourable (i.e., weaker) as compared to the exchange rate used in the evidence that
the Board approved in the Decision on Motion.

Witnesses: A. Kacicnik
D. Small
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BOARD STAFF INTERROGATORY #4

INTERROGATORY

Ref: Ex Q1-3/T4/S8/ page 11 of 16. The amount shown in column 3 ($17,875,016)
cannot be derived using the cited footnote (footnote 2). Please provide the correct
amount and a correction to the footnote exhibit references to allow the correct derivation

of the amount.

RESPONSE

The footnote to exhibit references has been corrected. The amount of ($17,875,016) is
correct and can now be derived using the corrected reference. The corrected version of
the exhibit is attached to this response.

Witnesses: A. Kacicnik
D. Small
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BOARD STAFF INTERROGATORY #5

INTERROGATORY

Ref: Ex Q1-3/T4/S8/ page 13 of 16. The amount shown in column 3 ($10,929,897)
cannot be derived using the cited footnote (footnote 2). Please provide the correct
amount and a correction to the footnote exhibit references to allow the correct derivation

of the amount.

RESPONSE

The footnote to exhibit references has been corrected. The amount of ($10,929,897) is
correct and can now be derived using the corrected reference. The corrected version of
the exhibit is attached to this response

Witnesses: A. Kacicnik
D. Small
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Plus Attachment

BOARD STAFF INTERROGATORY #6

INTERROGATORY

Please provide corrections to any incorrect or incomplete footnote references in
Exhibit Q1-3/Tab4/Schedule 8.

RESPONSE

The complete corrected Exhibit Q1-3, Tab 4, Schedule 8 is attached to this response.

The Rider C unit rates have not changed, only incomplete footnote references have
been updated.

Witnesses: A. Kacicnik
D. Small
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Sales Western Ontario

Service Transportation Service Transportation Service

Description Unit Rate Unit Rate Unit Rate

Col. 1 Col. 2 Col. 3
(¢/m?3) (¢/m3) (¢/m3)
Rate 1 (0.8799) 0.0578 0.2238
Rate 6 (0.8620) 0.0401 0.2061
Rate 9 (1.4579) (0.1658) 0.0002
Rate 100 (0.8620) 0.0401 0.2061
Rate 110 (1.3078) (0.1211) 0.0449
Rate 115 (1.3849) (0.1528) 0.0132
Rate 135 (1.4556) (0.1660) 0.0000
Rate 145 (1.0444) (0.0713) 0.0947
Rate 170 (1.3179) (0.1133) 0.0527
Rate 200 (0.9161) (0.0024) 0.1636
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