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Tuesday, April 7, 2015

--- On commencing at 9:35 a.m.


DR. ELSAYED:  Good morning, everyone.  The OEB is sitting today in the matter of an application by Enbridge Gas Distribution Inc. for an order or orders approving rates commencing January 1st, 2015.  The matter has been assigned file number 2014-0276.  My name is Emad Elsayed, and I'll be presiding over this proceeding, and with me on the panel is my colleague, Christine Long.


Enbridge filed its application on November 28th, 2014.  The record sets out the various procedural steps that have taken place so far.  A settlement conference was held on March 5th and 6th, 2015.  A settlement proposal was filed by Enbridge on March 13 in which all but one issue was settled by the parties.


The unsettled issue related to Enbridge's management of unabsorbed demand charges, of UDC, associated with unutilized upstream transportation capacity.


Enbridge filed a supplementary settlement proposal on April 9th, which contains a settlement of the one remaining issue.  The supplementary settlement proposal was supported by all parties, with the exception of the Association of Power Producers of Ontario, which takes no position regarding the proposal.


OEB Staff filed submissions on March 18th and April 10th supporting the initial settlement proposal and the supplementary settlement proposal respectively.


Our plan for today is to have Enbridge present the settlement proposals to the OEB and to answer any questions that we may have.  May I have appearances, please.

Appearances:


MR. CASS:  Good morning, Mr. Chair.  Fred Cass for Enbridge Gas Distribution.


DR. ELSAYED:  Good morning, Fred.


MR. CASS:  Joel Denomy from Enbridge is here with me, and would you like me to introduce the witnesses at this point or at a later time?


DR. ELSAYED:  Yes, please.


MR. CASS:  All right.  So we have three witnesses here this morning.  Starting with the witness furthest from me, that's Kevin Culbert.  He is senior manager, regulatory policy, strategy, and proceedings.  Next to Mr. Culbert is Anton Kacicnik.  He's senior manager, rate, research, and design.  Finally we have Jamie LeBlanc, and Mr. LeBlanc is director, energy supply and policy.  Thank you, sir.


DR. ELSAYED:  Thank you.  Any preliminary matters, Mr. Cass?


MR. CASS:  Not on my part, sir, no.  I might just say my intention would be, if it's satisfactory to the Board, is I would walk the Board through the two settlement documents.  It would be a high-level explanation of what's in the documents, and then of course, to the extent that the Board has questions, turn it over to the Board's questions for the witnesses, if that's satisfactory with you.


DR. ELSAYED:  Okay.  Given that we may have questions for the witnesses, I would ask Ms. Long to affirm the witnesses, please.


MS. LONG:  Gentlemen, can you please stand?

ENBRIDGE GAS DISTRIBUTION INC. - PANEL 1


Kevin Culbert, Affirmed


Jamie LeBlanc, Affirmed


Anton Kacicnik, Affirmed


MS. LONG:  Thank you.  Please be seated.


DR. ELSAYED:  Thank you.  Mr. Cass, please proceed with the presentation.


MR. CASS:  Thank you, sir.


DR. ELSAYED:  Sorry...


MR. QUINN:  Yes, Mr. Chair, Dwayne Quinn, here on behalf of Federation of Rental-housing Providers of Ontario.  We were pleased to work with Enbridge in developing the final supplemental proposal, so we understand that this has arrived relatively late, so I attended in the event there were any questions that you have of the intervenor group.


DR. ELSAYED:  Good morning, Mr. Quinn.


MR. MILLAR:  Good morning, Mr. Chair, Ms. Long.  I'm Michael Millar, counsel for Board Staff.  I'm joined today by our new legal counsel, Mr. Ian Richler, who is here to watch the festivities, and also by Colin Schuch for Board Staff.


DR. ELSAYED:  Thank you.  You may now proceed.

Presentation of the Settlement Agreement by Mr. Cass:


MR. CASS:  Thank you, sir.  Mr. Chair, as you alluded to, of course, there are two settlement documents that are being presented to the Board this morning.  These arise in connection with Enbridge's application for adjustment of its rates for 2015.  As the Board would be aware, this is the first annual adjustment under Enbridge's custom incentive regulation plan that has been approved by the Board.


The Board's approval of that plan actually set out a bit of a road map of the elements that are to be updated on an annual basis within the parameters of the custom IR plan.  That was in appendix E to the Board's decision and rate order on August 22nd, 2014.  And it actually is reproduced right in the original -- the first settlement proposal dated March 13th.


So under the heading "Settlement Proposal Overview", there is a part (a).  This would be page 5 of the original settlement proposal.  There is a part (a) setting out the approvals that were requested by Enbridge as part of this rate adjustment proceeding.


Within that part (a), at pages 5 to 6 you'll see reproduced there a list of elements to be updated.  That is taken -- it is reproduced exactly from the appendix E that I've just told the Board about.  So these are essentially the Board-approved updates that will occur as annual adjustments under Enbridge's custom IR plan.


And the rest of this part (a) sets out completely, I believe, all of the approvals that Enbridge requested in this proceeding.


And under part (b) of the same section of the settlement document -- this is still under the settlement proposal overview -- it's just a summary of -- against the backdrop of those approvals here in the context of the first settlement proposal was what the parties had agreed upon and not agreed upon.


So part (b) then summarizes that in essence the parties had come to agreement on three adjustments, with one unsettled issue remaining.  That's summarized in part (b) of the original settlement document.


Part (c) addresses the impacts of the three agreed-upon adjustments and does so particularly by reference to attachments A to D of the original settlement proposal.


Then part (d) -- I'm now over to page 9 -- touches on gas supply plan approvals that had been requested by Enbridge in this proceeding, and it touches on the unsettled issue that remained as of the time of the first settlement proposal.


So with that high -- that description of Enbridge's requested approvals and how they were, the outcome of those in the original settlement discussions, then the settlement document goes on to set out in more detail what the adjustments are that were agreed upon in the original settlement.  So that starts at page 10.


As I alluded to, there are three adjustments.  The first one is -- has two parts, both of which have the same effect, which is to increase Enbridge's gas volume -- forecast gas volume budget to 2015.


The first part of that adjustment that leads to an increase is, there was a higher forecast number of active customer meters or unlocks.  So general service customers for 2015 that was agreed upon by the parties.  So that agreement on a higher forecast number of general service customers leads to higher forecast volumes.


The second aspect of the higher forecast volumes was an increase in the budget -- 2015 budget for contract market volumes.


 So those two things together comprise the first adjustment.  They affect the 2015 volume's budget in the way described on page 10, and that flows through to allowed revenues under the custom incentive regulation plan and has a reduction in the applied-for revenue deficiency as set out on page 10.

The second area of adjustment has to do with cost of debt, and again it has two aspects.  There was a debt issuance in April of 2014 that had been categorized by Enbridge as long-term debt.  Agreement was reached to recategorize that from long-term to short-term debt.  So that's one aspect of adjustment 2.

The other aspect was simply to update Enbridge's long-term debt forecasts on the basis of information or forecast as of February of 2015, those current information available for the purposes of the settlement document.

So those two aspects together create -- or result in adjustment 2 both going to the cost of debt.  Similar to the first adjustment, they both affect allowed revenues.  They both reduce the applied-for revenue deficiency taken together, and the amount of that reduction to the revenue deficiency is shown on page 11.

The third adjustment has to do with a particular deferral account that had been proposed by Enbridge in this case.  I'll stop and get the name right of the account.  It's not an intuitive name to me, but it's a 2015 credit final bill deferral account.  It's described on page 811 -- I'm sorry -- of the settlement proposal, which indicates that this was established to track credit amounts that have not been refunded to customers whose accounts have been finalized.

So there was no issue around the operation of the account other than in relation to interest.  And as a result of the settlement proposal Enbridge will be crediting an additional interest amounts -- additional interest amounts on amounts in the credit final bill deferral account.

This does not affect allowed revenues or the revenue deficiency.  It's just additional money that will go into that particular deferral account.  So the first two adjustments go to allowed revenue and revenue deficiency.  This adjustment just is an additional amount of money to go into a particular deferral account.

So as the Board is aware, there was also an unsettled issue in the original settlement proposal.  As was the case in 2014, Enbridge needed to contract for long-term firm upstream transportation capacity and to manage associated unabsorbed demand charges.

As set out at page 13 of the original settlement proposal, there was an unsettled issue regarding a potential framework with parameters for the management of the disposition of unutilized upstream transportation capacity and, resulting from that, the management of unabsorbed demand charges.

In the original settlement document, as the Board would see at page 13, Enbridge agreed to provide intervenors with a number of items of additional information that intervenors desired for the purposes of this issue.  That was to be done by March 13th, and it was in fact provided by Enbridge to the intervenors by March 13th.

As the Board is aware, discussions followed from that and continued, and agreement was actually reached on this unsettled issue, and that's what is set out in the supplementary settlement proposal.

The supplementary settlement proposal essentially documents Enbridge's approach or practice in relation to the management of unabsorbed demand charges in a manner that gives intervenors a framework for confirming or understanding Enbridge's approach.

As set out in the supplementary settlement proposal at page 4, under the heading "settlement of upstream capacity management issue", the way that the issue was approached was an agreement that was reached on the principles and basis of a 2015 UDC management plan.

The document does confirm that to the extent that UDC management continues to be necessary beyond 2015, Enbridge will continue to apply the principles and basis for management of UDC set out in this document.

So without going through it in detail, there is a series of numbered paragraphs starting on page 4 providing this framework that I've referred to.  At numbered paragraph 3 -- sorry, yeah, the principles start on page 4 and the numbered paragraphs on that page and carry over -- again, just these being the principles behind the UDC management framework.  They carry over on to page 5.  In numbered paragraph 3 the Board will see some of the guidelines that underlie the plan.  And then carrying on, as you get to paragraph 6, which is quite a lengthy paragraph with a number of subparagraphs, this sets out the framework that is based upon the approach that Enbridge will take at various decision points as it proceeds to manage UDC.

So there's the principles, there's some guidelines, and then there's the approach that is based on what Enbridge expects to do at various decision points as it proceeds to manage UDC.

So as the Board is aware, together these documents mean that there is no remaining unsettled issue to go to hearing, subject to the Board's acceptance of these settlement documents.  There was the one unsettled issue in the first settlement, and that has been resolved in the second settlement.

That really concludes my overview of the two settlement documents.  I hope that's helpful.  Before I conclude I did just want to make a couple of -- a few short comments about the role of intervenors in the conclusion of the supplementary settlement proposal in particular.

During the work and discussions that occurred in connection with the supplementary settlement proposal, two intervenors, in particular CME and FRPO -- if you don't mind me using the acronyms.  If I had to stop and remember the names I might have difficulty -- but CMO and FRPO took on a leadership role among the intervenors.  Indeed, it was Enbridge that proposed that CME be involved as the primary intervenor to lead a continuation of discussions on a UDC management approach suggested by FRPO.

The reason I'm saying this is that with respect to the Board Enbridge suggests that the role of these two intervenors in connection with the supplementary settlement proposal is something that would be appropriate to be taken into account for the purposes of cost awards ultimately made in connection with this proceeding.

So Mr. Chair, thank you.  That's my overview of the document and what I wanted to say.  And of course the witnesses are here to answer questions.  Much better you get the good answers from them than me trying to bumble around and answer any questions.  Thank you.

DR. ELSAYED:  Thank you, Mr. Cass.

Ms. Long, questions?
Questions by the Board:

MS. LONG:  Yes, I did have a few questions.  I would like you to turn to the supplementary filing.  I'm going to be referring to that.  And specifically I'm looking at page 5 of 9, paragraph 3.  And Mr. Cass discussed this morning general principles, I guess, that Enbridge is prepared to accept.  And I just wanted to get the witnesses' understanding here when it states that Enbridge's UDC management plan will follow several guidelines as outlined below, what the witnesses' interpretation of guidelines is.

I think I understand it a bit more clearer when I look at the first -- 3.1 and 3.2, which seem to be general principles, but then when I look at 3.3 that says the Enbridge team will meet monthly or the gas storage injection plan will be monitored at least biweekly, I'm not -- I guess I don't understand how a guideline -- how that's a guideline and how that wouldn't be a firm commitment.

MR. LEBLANC:  Those items, the review, I guess, on a weekly or biweekly basis that we discuss in there, I mean, that's really documenting our process.  The guidelines, I guess, were mostly in this 3, which was avoid purchasing at Dawn in the summer.  And, I mean, call them guidelines, call them commitments, it is what -- you know, if we go outside those guidelines I expect that the Board and intervenors would question us on that come, you know, next year's ESM proceeding.

So our commitment is to work within these guidelines, and part of our reporting commitment, it says if we step outside sort of the targets that were set then we will explain why we did them on an ongoing basis.

So for instance, if we committed to release a certain amount of UDC in May, if we do something different in our next monthly report, we would say this is what we originally committed to, this is what we did, this is why we changed it.  So do we explain -- so really, I think part of what intervenors wanted to see is that we had some benchmarks to compare ourselves to, and then we explained ourselves against those benchmarks so that people could get a clearer understanding of, we had a plan, we're following that plan, but -- so when things come up we react, and here's why, just to really document for everyone what was taking place.

So I would call the guidelines really a commitment.  I mean, I don't know, it's really just a wording.

MS. LONG:  Thank you.  Mr. LeBlanc, you also mentioned reporting, and that's one of the things that struck me in the settlement proposal.  Enbridge is making commitments to report.  And I guess I'm just trying to understand specifically, like when I look at paragraph 6.2.

Can you explain to me how generally reporting will be done?  Can we expect that reporting is going to be done at your next yearly filing, or how will stakeholders I guess be made aware of what it is that you're doing?  That didn't jump out at me through this document.

MR. LEBLANC:  So we will report on a monthly basis, and the basis that -- we already have a report that we put out on a monthly basis on UDC management.  So we'll continue that maybe with little changes in detail based on some discussions, but essentially that same report.

And in addition to that monthly reporting, if you look at Appendix A to the supplement, this is essentially the planned UDC mitigation plan.  And so we would update this with actuals on a monthly basis.

And then if our actual actions are different from what is set out in this plan, we would on a monthly basis actually explain why we changed something and what was the basis for it and what we actually did.  So that's -- so it will be a monthly ongoing reporting.

MS. LONG:  Okay.  Thank you.  And Mr. Cass, this may be a question for you.  Just a wording issue on page 6 of 9, paragraph 4.

MR. CASS:  Yes.

MS. LONG:  The last sentence.  Can you just take a read through that?  It didn't seem to be clear to me what was meant there.

MR. CASS:  Enbridge will provide a monthly update.

MS. LONG:  Is it Enbridge will provide a monthly update of its UDC management outcomes that identifies the underlying factors?

MR. CASS:  I think the word could be "of".  Would that be right, do you think, Mr. LeBlanc?

MR. LEBLANC:  That's fine --


MS. LONG:  That is what's being reported, and it's --


MR. CASS:  Yes.

MS. LONG:  -- being reported --


MR. LEBLANC:  Yes.

MS. LONG:  -- to stakeholders, as I understand it.

MR. CASS:  Yeah.  Yeah, you're right.  The word "to" implies it's going somewhere.  But --


MS. LONG:  Right.

MR. CASS:  Yes.

MS. LONG:  That was a concern that -- okay.  And my final question, we are approving rates for January 1 in April.  I understand that the reason for that is the decision on the custom IR application was made in August, the filing was done November 28th, and therefore we find ourselves here in April.

But I guess I'm just wondering on a go-forward basis what Enbridge's timing is on filing these updates?  Is there a plan in place that will get these applications sooner?

MR. CULBERT:  Yes, I can speak to that.  You're quite correct.  As a result of the timing of the rate order and some complications with the rate order for our 2014 year we weren't able to file until a later point in time.  But it's our intention, and it's part of the documented record in the CIR application, custom IR application, that we'll be filing each subsequent year's rate application in September preceding the rate year.

MS. LONG:  Okay.  Thank you very much.  Those are my questions.

DR. ELSAYED:  If I could just take you to the original settlement proposal.  I just have a couple of questions.  On page 8 -- at the bottom of page 8, where you talk about the impact of the implementation of the settlement proposal on the revenue sufficiency being a reduction from 47.9 million to 42.4 million.  Does that remain to be the case now --


MR. CULBERT:  As a result of the supplement?

DR. ELSAYED:  -- as a result of the -- of the -- of the supplemental --


MR. CULBERT:  Yes, it does.

DR. ELSAYED:  It's the same number.

MR. CULBERT:  UDC mitigation issue in and of itself didn't have an implication to our gas supply plan and its forecast outcome.

DR. ELSAYED:  Okay.  And on page 10, second paragraph, second -- at 2 Roman numeral it talks about, that the -- the budget -- the 2015 budget for contract market volume should be increased by an amount that reflects the comparison of actual volumes to budget over the five-year period.  Are we talking about an average of the -- over the five-year period, an average value for the five-year?

MR. CULBERT:  Yeah, we're talking about an average of instances that have occurred over the five-year preceding period for those --


DR. ELSAYED:  For that --


MR. CULBERT:  -- for those types of customers, yes.

DR. ELSAYED:  Okay.  My last question doesn't really relate specifically to the settlement proposal.  Any -- in the original proposal there was a mention of -- at that time of course the rates were not finalized for 2015, and that Enbridge would make a submission of final rates later on, and the wording that was used was that the intervenors' approval of the settlement proposal is conditional on the final rates being consistent with the estimates provided.

You did file the final rates, I think, on April 7th.  So I'm not sure what the word "consistent" meant and how you determined that from the intervenors' perspective that that was consistent.

MR. KACICNIK:  Mr. Chair, in our view "consistent" meant that the final rate impacts would be within .1 or .2 percent of what we estimated in our submission of March 13 when we filed preliminary impact statement from the settlement proposal.

So for example, if we look at the rate impact for rate 1, the pre-filed impact was 2.1 percent, which amounted to $11 for an average residential customer per year.  Based on the settlement proposal we estimated it to be 1.9 percent.

And final rates came in as 1.8 percent, or $9 per year per residential customer.  So if we compare rate impacts for other rate classes to what was estimated, they are all very well-aligned with the estimate.  Nothing is out more than .1 or .2 percent.

DR. ELSAYED:  You did not get any feedback from any of the parties regarding --


MR. KACICNIK:  No, we did not get any comments, no, no.

DR. ELSAYED:  Okay.

MR. KACICNIK:  So I have to take it that they felt that the final impacts were aligned with the estimates very well.

DR. ELSAYED:  Okay.  Any other questions, anyone?  Mr. Quinn, do you have any questions?

MR. QUINN:  Very briefly, sir.  To the last point, we believe that they're very well-aligned in terms of the estimate to actual.  And Mr. Kacicnik has a very great challenge sometimes to do this, so we're appreciative of that.

To Member Long's question to Mr. LeBlanc, I concur completely with his answer.  In fairness to Mr. LeBlanc, the guiding principles was a statement made in the initial one-page framework that we came up with, which got expanded to the document you now see in front of you, which -- principles became more commitments, but the keynote of guiding principles stayed.

We started with the basis of analytical risk management, discipline execution, and accountability through reporting.  Those were kind of principles we started with, and then we built our framework from there.

So Mr. LeBlanc's team worked well with us, and we're very satisfied with the end result, and we think it will be value for ratepayers moving forward.

MS. LONG:  Okay.  Well, that's great to hear.  I just want to make sure that everybody is on the same page and has the same expectations.

MR. QUINN:  Most definitely.  Thank you.

DR. ELSAYED:  Thank you.

I suggest we take a 15-minute break now and the panel will deliberate, and we will resume at 10:15.
--- Recess taken at 10:05 a.m.

--- On resuming at 10:20 a.m.

DECISION:


DR. ELSAYED:  This rate adjustment application sets out Enbridge's request for approval of 2015 final rates within the custom incentive regulation, or custom IR, framework approved by the OEB in Enbridge's EB-2012-0459 rate application.

The OEB issued its decision and rate order for that proceeding on August 22nd, 2014.  That decision included the final approval of the 2014 rates, as well as the process to be used to adjust rates on an annual basis for 2015 to 2018.

The decision and rate order lists nine specific adjustments that are to be made each year, as Mr. Cass explained earlier.

The OEB Panel has deliberated and will now present its decision regarding the original settlement proposal filed by Enbridge on March 13, 2015 and the supplementary settlement proposal filed on April 9th, 2015.

The two settlement proposals represent a complete settlement of all the issues regarding Enbridge's 2015 rate adjustment application under its five-year custom IR framework.

The OEB has reviewed the settlement proposals and has found them to be acceptable for the purposes of establishing the rates and revenues for 2015.  The OEB finds that the quality and detail of the supporting evidence is sufficient to allow the OEB to make findings on all of the matters of concern.

The OEB notes that Enbridge's 2015 rate adjustment application includes two items not listed on the OEB's list of nine items to be updated.  As mentioned earlier, these were the establishment of the credit final bill deferral account and a minor wording change in Enbridge's rider G service charges.

The OEB believes that these additional elements remain consistent with the framework approved by the OEB in the custom IR application.

The OEB accepts the settlement proposals in their entirety and finds them to be in the public interest.  The OEB commends the parties for achieving settlement on all the issues.

The decision regarding cost awards will be issued at a later date.  The OEB notes that according to the settlement proposal the draft rate order will be circulated on April 30th and the parties who wish to comment will do so by May 8th.

Given this timing, the OEB will provide formal direction on cost award claims, scheduled in due course around the time of the rate order process.

With that, I would like to thank all of you for participating today.  The Board found the evidence given by the Enbridge panel today in answering the panel's questions to be very helpful in reaching our decision.

With that we are now adjourned.  Thank you.
--- Whereupon the hearing concluded at 10:24 a.m.
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