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NO UNDERTAKINGS WERE FILED DURING THIS PROCEEDING


Wednesday, May 9, 2007


--- Upon commencing at 9:30 a.m.


MR. MUKHERJI:  Good morning, everyone.  My name is Rudra Mukherji.  I'm joined by Vince Cooney.  We are Board Staff.  I want to thank everyone for coming this morning.


My role is to organize the proceedings and act a bit as an MC.  Unfortunately, Mike Millar would have been here, but he had to leave.  He's Board counsel.


Before I set out the case history and the context of this proceeding, a little bit about why we are here today, and I am going to ask for registration of appearances, but before we do that, could I ‑‑ sorry.  


Could you just register your appearances and also try and give us a time estimate as to how long that will take?  Who wants to go first?


APPEARANCES:

MR. SMITH:  Crawford Smith from Torys, here on behalf of the applicant, Union Gas Limited.  With me is Chris Ripley from Union's regulatory department.  We have two witnesses, Wayne Andrews, who is the manager of customer support, and Jim Laforet, who is the manager of customer care.


MR. MUKHERJI:  Who is next?


MS. RUZYCKI:  Nola Ruzycki with Ontario Energy Savings LP.


MR. MUKHERJI:  How long do you think you will take, a couple of minutes, an hour?


MS. RUZYCKI:  Well, it just depends on what the response to the questions are.


MR. MUKHERJI:  Okay.  Sure.


MS. GIBBS:  Andrea Gibbs with Direct Energy, and it's the same, depending on the responses.


MR. MUKHERJI:  Okay.


MR. GRUENBAUER:  Jim Gruenbauer with the City of Kitchener.  We're just passive.  We are monitoring.  We won't have any questions for the witnesses.


MR. MUKHERJI:  I am Board Staff, and this is Vincent Cooney.  Just a couple of things I guess I should put on the record here.  


Union Gas Limited filed its application on April 4th, 2007 with the Ontario Energy Board under section 36 of the OEB Act for an order of the Board approving rate or rates charged to gas vendors for invoice vendor adjustment effective June 1, 2007.


Union's application has been given Board File No. EB-2007‑0599.


We are here today as a result of the notice of hearing issued by the Board on April 19th, 2007.  That notice was pursuant to section 36 of the Ontario Energy Board Act.  The Procedural Order set out the case timetable and indicated that a technical conference would be held on Wednesday, May 9th, 2007 to provide Union with the opportunity to answer questions on the application, and for all participants to obtain further clarification on the evidence.  


Intervenors and Board Staff, the PO ordered, should file questions with respect to the evidence with the Board Secretary and Union by Friday, May 4th, 2007.


This Technical Conference will be transcribed, and the transcript will form a record of this proceeding.


The Board also ordered that if Union was unable to provide complete and satisfactory answers to the questions raised today, the participants may seek an undertaking from Union and provide a written response to such questions.  Union would file these responses by Thursday, May 10th.


I guess we will start with our questions which we sent in advance.


UNION GAS LIMITED - PANEL 1


Wayne Andrews, Sworn


Jim Laforet, Sworn


QUESTIONED BY MR. MUKHERJI:

MR. MUKHERJI:  Question 1 -- do you want me to read it a little slow so you can get it on the record?  

"Union states that in Union's experience, 29 percent of IVA transactions will generate a telephone call to Union.  For the purposes of this application, has Union assumed that there will be only one IVA transaction per customer and per customer bill?  How many IVA transactions does Union forecast in any given year?"


MR. ANDREWS:  Yes.  The answer to the first question is that, yes, there will be one IVA transaction per customer, per customer bill.  And with respect to the forecast, we don't have a forecast of the number of IVAs in any given year.  One of Union's representatives on the GDAR working group had indicated that one of the two larger vendors thought it might use about 100 times a year, but outside of that, we don't have any additional data to support a specific forecast.  


However, as you can see from our evidence, our proposed fee structure is based on the incremental cost for each IVA transaction.


MR. MUKHERJI:  Before I read in question 2, Union had filed certain responses to questions on May 8th, and I would like to enter that as an exhibit.  Perhaps we can mark that as Exhibit KT1.


EXHIBIT NO. KT1:  UNION RESPONSES TO QUESTIONS

MR. MUKHERJI:  Question 2, and that's the answer part of it which was provided here.

"Union states that this figure is based upon Union's experience that such a percentage of its inbound calls pertain to general enquiries, account maintenance and adjustments, high bill complaints, direct purchase and rates.  Union further states that calls generate from having an IVA transaction on a customer invoice will generate similar levels of calls as those noted above.  

"On what basis does Union believe that it is appropriate to use a relationship of 29 percent inbound calls related to a broad set of call categories, such as general enquiries, account maintenance, adjustments, high-bill complaints and rates as a measure of ‑‑ as a measure to estimate customer enquiries related to IVA transactions?"


MR. LAFORET:  In terms of that, what we looked at was customer behaviour:  How do they currently act with regard to the bill that we send out to them each month?


So when we looked at our call history, what we found was we average one call per customer per year.  We receive about 1.2 million phone calls.


When we went through that call mix and started to take out things like calls about moving, calls about collections and arrears activity, calls to have their meter changed or meter moved, that type of thing, it started to narrow the category into what we refer to as the general enquiry calls. 


What we found with those calls was, if the customer has a question about their bill or doesn't understand their bill, they will phone us, and that's what starts to drive that 29 percent of the calls.


So even when you look at it, and there's the mix there of general enquiry-type calls, direct purchase calls, rates calls, those all come back to the basic premise of:  They receive their bill, they have looked at their monthly bill and they have a question about something on it.


Our experience is they're not shy to pick up the phone, give us a call, ask that question.  So when we looked at that, and then tied it into the type of transaction that the IVA was going to be, we looked at it as being similar to the other types of calls that we get from customers about adjustments on their bill, about the rates on their bill, about understanding their gas purchase options, the total amount of the bill, that whole thing.


So when we did that, we calculated that the 29 percent activity that we experience today; general questions about the bill would be similar to what we'd expect out of the IVA transaction appearing on the bill.


The customer would see it, which could potentially drive that phone call.  So when we looked at it, we said, Will every customer call?  No, because that's not our experience to date.  Would half the customers call?  No.  Once again, we're not experiencing that to date.  But when we looked at our call history for the past few years, somewhere around that 29 to 30 percent mark are phoning us on an annual basis with a question about a bill that basically is very accurate, but it's so they can have their understanding of it.  


So when we went through that exercise, that's where we found the relationship between the 29 percent and the expected activity for the IVA.


MR. MUKHERJI:  Question 3:  

"Union concluded there are two principal cost drivers that need to be addressed in the calculation of a proposed IVA fee.  First, some customers will make inbound calls when they see the IVA fee on their invoices.  In Union's experience, 29 percent of the IVA transactions will generate a telephone call to Union.  This figure is based upon Union's experience that such a percentage of its inbound calls pertain to general enquiries, account maintenance and adjustments, high-bill complaints and direct purchase and rates.  Calls generated from an IVA transaction on a customer invoice will generate similar levels of calls as those noted above.

Union's application relies on its experience for inbound call centre calls related to general enquiries, high bills, et cetera.  To estimate the magnitude of customer enquiries related to a non‑standard line item, such as an IVA transaction.  How was the 29 percent estimate of inbound call volumes derived?"


I can read all of them in.  I guess it is easier.  Is the estimate consistent with Union's call centre data used to monitor and categorize calls; and (c) what year of call centre data was used to prepare this estimate, and what would this estimate be based on call centre data for 2005 and 2006, respectively?


MR. LAFORET:  In terms of the response, I will maybe answer the last one first.  


What we did was, we based it on 2006 call activity.  So our actual experience is in 2006.  


What we then did was, we looked at the call volume for the entire year, near 1.2 million calls, and the call mix that we had.  And so what we first started to do was to take specific call types out of that.  So if we looked at that starting with the 100 percent of call volumes, we eliminated the moving calls where customers are letting us know they're moving to a new address, that was about 20 percent of call activity.  


We took out the collections-related calls.  These are customers who are behind on their payments, are in arrears, we want make payment arrangements, those types of activities.  That represents about 30 percent of our annual call activity.  So we backed that out.  


We also took out utility service work.  This is where the customers is calling us for service work about moving a meter or we've contacted them that we need to do a meter exchange, and that's near 10 percent.  


So when we add those up, it brings us up to about 60 percent of our call activity related to those three groupings, which aren't similar to the IVA transaction.  So we took those out.  


Of the remaining 40 percent, which falls into what we refer to as general enquiry, we also backed out call types that we also felt weren't similar to the IVA transaction.  So we offer our customers the equal billing program and the automatic payment program.  


That drives a certain level of calls for us.  We back that out because that's not similar to the transaction.  


There is also calls that we receive where customers just want to update their information, give us a new phone number, they want an alternate mailing address rather than going to their house, they want it going somewhere else, that type of thing, and we look to take that call mix out.  


So when we worked it down, that's where we then got to the 29 percent.  So the 29 percent is based on that general enquiry call mix that we see as being similar to the calls we see for the IVA transaction.  It is based on the 2006 call activity, and if we look back to 2005 data, that number would have been about 27 percent.  


MR. MUKHERJI:  Can I just ask you a related question.  This is with respect to what's in Exhibit KT1.  


That's where the breakdown appears, the response to Board Staff question.  What numbers in the column under 2006, if I add up, would I get the 29 percent figure?  Just point those out.  I know you asked me to scratch out a few of them, the movement and all of that is not in there  But if I could reconcile the 29 percent.


MR. LAFORET:  The 29 percent, if we move towards the bottom of the table under the 2006 percentage -- 


MR. MUKHERJI:  Correct. 


MR. LAFORET: -- from where it says account adjustment and it has the footnote of the 1, from there down to the rates calls should add up to the 29 percent. 


MR. MUKHERJI:  Okay.  Perfect.  Thank you.  Question 4: 

"Using Union's call centre data to monitor and categorize calls, please provide the following."  


I guess that's the one that shows up as Exhibit KT1, so I'm not going to read that.  


Question 5:  

"Union previously added a storage line to its customers' bills.  Based on Union's call centre data, provide two complete years of category for the items noted below starting with the year when this additional line first appeared and the following year."  


And that's 5(a), and there are three subquestions under that which are:  

"1, number of inbound calls resulting from the additional line on customer bills.  

"2, the percentage of these calls.  

"3, the number of bills issued with the storage line included in them."  


MR. LAFORET:  It was in April of 2003 that we added the storage line to the Union Gas bill.  


So during that time, we did create a code for the call handlers to log if they received a call relating specifically to the storage line.  


During that year we tracked 243 calls specific to that category.  


The other item that I will discuss on that, though, is when an inbound call comes into the call centre, it's up to the agent to interpret what the basis of the call is or what the general subject of the call is.  They then manually go on their keypad and enter in a call type.  


So we can get a mix of calls in there that they may have called about the storage line and got into rates questions overall or just got into general questions overall about the bill and our regulated environment, which would then promote them to code it as a general enquiry call versus specific to the storage line. 


If they phoned and they weren't asking specifically what's this storage line about, but saying, Why are you charging me this extra 0.3 cents or how do all of your rates work, it may also get categorized as a rates call.  


So when we look at it, the storage line in and of itself of what they tracked was a very low call volume.  But when we look at the other activities, we also know that those types of calls would have fallen into our general enquiry category, into our rates category, and picking up there and we don't have a way to pull those out.  


The other thing that we do when we add these specific lines is the customer communication so that they're aware that it is coming.  So we do that, typically do that coming up to the addition and then also do it in the rate insert that explains it to the customer.  So when they see it on the bill they have a piece of information to go to, to reference for that.  


When we do something like an account adjustment where that line appears on the bill for the adjustment, there is no insert.  There is no precursor to it, of this is what this is about, this is what it means, so there is a different experience in terms of that.  


In terms of tracking beyond 2003, because we had put it on in April, we tracked it for 2003.  We did not put that on the list of items to track in 2004 so we don't have data on that.  


MR. MUKHERJI:  Okay.  Any idea how many bills were issued with the storage line on it?  


MR. LAFORET:  Well, what I will offer is that we're issuing about 1.25 million bills a month.  


MR. MUKHERJI:  Okay. 


MR. LAFORET:  It would be up there, so then it would be in that neighbourhood. 


MR. MUKHERJI:  The 243 number would be an annual number then?  


MR. LAFORET:  Yes.  That was for the entire year. 


MR. MUKHERJI:  From April onwards?  


MR. LAFORET:  Yes.  


MR. MUKHERJI:  Okay.  And question 5(b) is:  

"If Union is unable to respond, please explain why in detail."  


And I guess you have.  


MR. LAFORET:  Yes.  


MR. MUKHERJI:  So that's fine.  Question 6: 

"What is Union's position on the appropriateness of setting a temporary fee structure for Union from June 1 to December 31st, 2007 and addressing the IVA fee issue in a generic proceeding for both utilities effective January 1, 2008?  Please provide a detailed response highlighting the advantages and or disadvantages of such an approach."  


MR. ANDREWS:  Well, first off, Union is applying for an IVA fee not on an interim basis, and with respect to a generic hearing, Union doesn't believe that the need for a generic hearing can be justified because of what we believe to be the relatively small scale and scope of any revenues to be generated from the IVA fee.  


Union also believes that its proposed methodology is consistent with past Board-approved practices in setting system supply charges and direct purchase administration charges, and as such Union believes the Board has sufficient information to decide Union's IVA proposal on its own merits.  


Now, while Union agrees that there may be some merit in determining a standard IVA fee structure between the utilities, Union believes it is pursuing, right now, what the gas vendor market is looking for in an IVA fee structure, which is a flat fee.  


However, I will conclude by saying that if the Board issues a directive for a generic hearing to consider such items, system supply charges, it may want to consider including the IVA fee at such time in other items, and that would be fine with Union.  


MR. MUKHERJI:  Okay.  Question 7:  

"Staff understands Union recently redesigned its customer bill.  As a result of that bill redesign, please provide the following, for the year, when the change was implemented and the subsequent year."  


The three subquestions are:  

"1, the number of inbound calls resulting from the bill redesign of customer calls; 

the percentage share of these calls; 

and the number of redesigned bills issued."  


MR. LAFORET:  In terms of the bill redesign, we introduced that in July of 2006.  So at that time, we did start to track the customer response to the bill, but what we categorized it was -- we were trying to track whether they are satisfied with the layout of the new bill.  So what we tracked was ‑‑ and it goes back to the exhibit that was provided.  We just said, Do you like the new bill or don't you like the new bill?


And tracked those phone calls.  So for the period July to December, we logged some -- about 4,400 calls related to liking or disliking the bill.


Other calls about the bill that may have been driven by the redesign, about the line items on it, the specifics relating to their equal billing program, specifics relating to the gas supplier and those rates.  All would have continued to be categorized under general enquiry calls, direct purchase call types, rates call types.  


So we didn't try to pull those ones out to see whether the new bill drove more enquiries.  We only tracked whether they're in favour or not in favour of the new bill.  For 2007, we didn't do any specific tracking to it.  


And, once again, being involved in the project for the bill redesign rollout, we were very heavy on the communications to our customers in the few months leading up to the new bill and in the month that the new bill was introduced.


We did messagings on the envelope saying, Open your envelope and look, the bill is new.  


We did messages right on the bill that had changed.  We did inserts that laid out how to read the new bill.  We did references to the website.


So we felt, through those pre‑emptive communications, we were also able to keep the call volumes in control.


MR. MUKHERJI:  Okay, thank you so much.  Those are, I guess, Staff's questions.  I wonder who wants to go next.


QUESTIONS BY MS. RUZYCKI:

MS. RUZYCKI:  Okay, the questions from Ontario Energy Savings LP.  Number 1 is:  

"Please set out, in detail, how Union concluded that the 29 percent of IVA transactions would generate inbound call centre activity."


MR. LAFORET:  Yes.  So as discussed in terms of the responses to the Board Staff, I would say questions 2, 3 and 4, we went through that exercise to say, What is the invoice vendor adjustment?  Like, what type of transaction is that?  How would that appear on the bill, and then how does that relate to things that we already have on the bill that are driving customer questions, driving customer calls?  


So that's where we then went through the exercise to bring that down, eliminate calls that weren't related to it and said, Which ones are similar or same?


So we tracked, you know, if we do an adjustment to the customer account, we know that may generate a phone call.  And based on our tracking of the calls in 2006, we were seeing that about one-quarter of the customers who had an adjustment on their bill were phoning us to question that adjustment on it.  And the adjustment purely shows up as a single line on it.  So we looked at that and said that experience would be similar to what we expect to see with the IVA fee.


We also looked at some of the other activities that go on.  With regard to our equal billing program, we have customers on this program that helps them levelize their bill over the 12 months of the year.  So going into it is something that the customer enrols in, it is something that is explained to the customer and it appears on their bill, and we have a lot of detail on the bill about it of what their bills had been to date, what they have paid to date and what they owe us this month.


Even with it that clearcut and straightforward and the customer choosing to participate in the program, we have ‑‑ we receive in the neighbourhood of 80- to 90,000 calls per year from the 450,000 customers that are involved in that.  


So even with that experience, where it's pretty clearcut of how it works and how the customer participates in it, we get those phone calls.


So when we looked at those, we started to see that if the customer has a question, they're not afraid to phone us and ask us, and it can be a question about anything on the bill.  And when we went through the exercise again, that's where we landed at the 29 percent, is this will drive questions.


The other thing that we looked at is we asked ourselves, Why do customers call us this often?  Getting 3- to 400,000 general enquiry calls a year.  What's driving that?  When we look at our statistics, we are issuing bills that are about 99 percent accurate.  


So out of 15 million bills going out a year, we have about 110-, 120,000 bills that are adjustments on them.


So what is driving that level of call volume?  And that's where we came back to it, is, once again, if the customer has a question about it, if it's something they haven't seen on the bill before, if they don't like the line item or the total amount on the bill, it will generate the phone call.  


And that's where we started to look at it, was we calculated out the 29 percent, did sort of that reasonability check against other experience that we have, like specific call types, and came to the conclusion that that was the forecasted activity related to the IVA.


MS. RUZYCKI:  The next question is:  

"What is the projected distribution of IVA by rate class?"


MR. ANDREWS:  Well, I will take you back to what I had said earlier to the Board Staff.  Because we don't have a specific forecast at all, therefore we don't ‑‑ we are not able to specifically project the number of IVAs by rate class.


MS. RUZYCKI:  What portion of the projected 29 percent IVA transaction calls does Union believe will be related to customers enquiring about IVA transactions that represent a credit to their account?


MR. LAFORET:  In terms of the analysis that was done, we didn't look specifically at whether it would be a debit or a credit.  My understanding, from it -- going into it, was that it would be driven by the gas supplier of what IVA they wanted to process.  I think as Wayne mentioned, the expectation was or the limit is one adjustment per bill, but there wasn't really a limit of the dollar value on that adjustment or whether it was a debit or credit.


So we just went pack to what is our current experience with the customers, because we also know that when we do account adjustments or when we have customers participating on the equal billing program, we end up with credits on the bill.  So there is a mix of bills out there that do have credit balances that go out to customers that also drive call levels. 


So whether it is a debit or credit adjustment, whether the final bill amount was a debit or credit really didn't come into the equation, because it's already represented by that 29 percent of call volumes.


So within that 29 percent, there is a mix of customers phoning about debits and credits on their bill, so we expected that behaviour about whether it is a debit or credit would be the same with regard to the IVA.


MS. RUZYCKI:  Please set out, in detail, how Union determined the IVA-specific call will cost Union $6.20 to complete.


MR. LAFORET:  I believe we provided a response to this.


MR. RIPLEY:  Yes.


MR. LAFORET:  Okay.  So I'm not sure what the reference ‑‑


MR. SMITH:  Exhibit KT1.


MR. LAFORET:  Thank you.  So what we looked at to determine the cost per call for Union's contact centre was just a straightforward method of looking what our total forecast or total plan calls were for 2007, and then the plan number of hours that we would have to have a crew for within our contact centre to meet that call volume, and at the same time meet the Ontario Energy Board's service quality requirement around answering 75 percent of the calls within 30 seconds.


MS. RUZYCKI:  Sorry, could I just clarify something, what planned calls mean?  Is that estimated calls?


MR. LAFORET:  Yes.  That is our forecasted call volume.  So we used that forecast as the basis to drive our crew plan, which is the number of call centre operators that we need, hours that we need them to work during the year, and then that ties into actually the budget that was filed as part of the 2007 cost of service. 


So in pulling that together, we looked at the plan to say how many forecasted calls would there be.  We then looked at how many hours had we accrued for, you know, what was the planned requirement there.  


That, then, just mathematically comes out to nine minutes per call.  We do have that footnoted and I will walk through that a little bit.  It is not nine minutes of talking with the customer.  But from a payroll point of view, we end up -- it ends up costing us nine minutes of payroll costs to handle that call.  


So in that is what I refer to as the pre-call wait time.  So when you're looking to meet the service quality requirement of the 75 percent of calls answered within 30 seconds, you will have periods of time where a call handler is sitting idle, waiting for the next call to come in.  So during peak time, you staff your peak time so you can meet your service level.  


As the calls start to drop off a bit, you may have some call handlers that are idle for 5, 10, 15, 20 seconds waiting for the next call.  They can't go to other work, because they won't be available to get the next call when it comes in and then your service level would be impacted.  So that's the pre-call wait.  


The customer talk time is then the actual interaction with the customer.  And that is validating name, address, account number, identifying what their issue is, going into our customer information system to pull the account up so that you can have the conversation with the customer, and then working through their questions and providing the answers to those.  


Following the talk time, once we've said, Is there anything else that we can do for you today and the customer is satisfied with where we're at and we disconnect them from the call, we then go into the post-call time.  This is where, then, the operator will update the customer information system or the customer account with notes about why they phoned.  If there is any work that is generated off of it, they will create a request for work that will go to the billing centre to have them look at the account.  


If it's something that needs to be brought forward to their team lead, they will create the e-mail to forward that to their team lead.  So it is that activity they do after they finish talking with the customer, but to make sure all of the information is captured and any subsequent work is put in place.  


The non-productive labour.  What that speaks to is, there is also a component within our overall planned hours and overall payroll costs that, you know, deals with covering their vacation, covering their training time during the year, covering meeting time during the year.  So it is those types of activities that come with having a call handler there to answer the phone, that they're not on the phone 100 percent of the time.  They have their training, they have their meeting, they have their days off and the utility incurs a cost for that.  


So that's the entire nine minutes.  Out of that -- no.  Then I will move to the next.  


In terms of the cost per minute, what we looked at was the budgeted cost for our call operators, our customer service reps - CSR, as it is shown there - the budgeted payroll cost, and divided that by the total hours and then turned that into a cost-per-minute figure.  


Then it became somewhat simple after that, in that we just multiplied the cost per minute, times the number of minutes to come up with the $5.60.  


The contact centre cost of 60 cents is a mix of costs.  So this includes the costs for the contact centre management and support team that is there to run the centre and support the CSRs.  It includes the long distance toll.  We have a 1-800 number.  So there is -- that cost comes through on it and brings in another 60 cents of costs.  


That, then, drives out the $6.20.  


MS. RUZYCKI:  "Please substantiate how Union 

determined that an IVA transaction, whether for a credit, reimbursement or debit charge amount, will generate a cost of $6.20; and, first, 

(a) Would Union not immediately direct customers' calling with respect to IVA questions to the applicable marketers' call centre?  

Secondly: 

Will the IVA line on the bill indicate: 'Any questions associated with this charge should be directed to your natural gas supplier at the contact number below'?"


MR. LAFORET:  In terms of looking at whether it would be a credit or a debit, that is already taken into account in terms of the 29 percent, once again, going back to customers already see adjustments or bill amounts that are debits and credits on their bill.  That experience was tracked in -- or that call volume was tracked in 2006.  


So when we looked at it in this case to say the IVA may be a debit or a credit, but the customers' reaction to it would be the same as what we see today.  If that's the same as what we see today, it would be that 29 percent figure.  


I know people will look at it and say, But a credit is a good news story for the customer.  It can be a good news story for the customer, but it can still drive a customer call in terms of, I didn't know this was coming, I thought it was going to be a different amount.  Also, it can impact the amount payable.  So depending on the amount of the credit, it could actually create a total bill that ends up being a credit.  And that can generate a call from the customer who is just looking at the bottom line going:  Why is it that you now owe me $20?  


There are also subsequent things that can happen out of it which are, some of our experience is, even with customers that have a credit on the bill, they just see the $20 and they go to the bank and they pay the $20.  The next month they have a $40 credit on the bill.  And then phone us and say, I don't understand what's going on.  How did this now get up to a $40 credit?  Do I have to pay you $40 or not pay you $40?  So some of the stuff just starts to create further enquiries.  


So that's when we look at it and say even with our current call experience, customer may phone once and be happy' then they phone again.  It gets picked up in that 29 percent and it is treated just like the other transactions. 


In terms of directing customers to speak to their broker, certainly if they have questions about their contract, if they have questions about what drove the IVA transaction, that is going to be part of our response or part of our scripting for those calls.  But from the start, you know, we are a customer-focussed organization, we also have our number on the bill, which is, If you have any questions phone us.  So when the customer calls we want to ensure that we understand what they're asking, that we are able to give them the correct information that we have on it.  


Part of it just ties into our philosophy of a "one and done", which is if it can simply be done by explaining to the customer, This is an invoice vendor adjustment, it's driven by your gas broker, it comes through such and such, this is the impact it had on your bill, they may be satisfied.  We finish the call and they don't phone anybody else after that.  


So we see that as a benefit for the customer, that they get the one and done experience.



The other is that even when they contact us on questions about the gas supplier section of the bill, it can generate other types of questions around, what am I -- you know, gas purchase options?  What are my rights and responsibilities with regard to it?  What are your current rates?  How does this impact other aspects of my bill?  That -- we get into those general discussions with the customer, because we are accountable for the overall billing relationship.  


So when they phone us, and this IVA triggers a phone call, we're looking to ensure that we answer the full question for the customer to make sure they're satisfied.  At the end of the day, if they still don't understand, we still always say:  Talk to your broker.  


In terms of our bill design, we do have the gas supplier information in the gas section of the bill and it will identify that, Your gas supplier is, if you have any questions you can contact them, and we will provide the phone number.  But as we go through the process, some customers may phone the supplier directly, but we also know they are phoning us.  And they start to phone us because it's our name and number on the overall bill.  


They phone us because the gas supplier charge is a component of the overall costs of the bill.  So when they contact us, the initial question may be, Why is my bill $200 this month?  And the CSR will go through the process, bring the account up, look at the account, look at the details and say, Oh, okay, I see that you've just switched contracts with your gas supplier and have gone from 25-cent gas to 30-cent gas.  So that would, you know, impact your costs this much.


So we answer those questions for the customer.  If they have a question about, Well, why is it 30 cents?  Then we say, you know, the number is on your bill, please contact your gas supplier to discuss it further.


MS. RUZYCKI:  I still ‑‑ I don't think I got the answer that I was looking for.  The question was:  Does the IVA line indicate that you should contact your natural gas supplier?


MR. LAFORET:  Yes.  So in terms of that section of the bill ‑‑ I was going too fast there.  In terms of that section of the bill, what it starts off with is, Your gas supplier is, this company.  If you have any questions about this, please phone them at, and it provides the gas supplier's number.  So that information is provided in that section of the bill that we present the gas supplier charges.  So it is on the bill.


MS. RUZYCKI:  But is it specifically related to the IVA?  I'm not sure how the IVA line will appear on the bill, I guess.


MR. LAFORET:  Oh, the IVA line would fall into that portion of the bill.  So when we look at our gas bill, there's a top portion that if they're with a gas supplier, that top portion of the bill will reference that.


So it would have the commodity charge, and if there's other services provided by the gas supplier, they would be together in that section, and the IVA would be also in that section.  So it would be together and say, Commodity is this and it's this.  IVA is this amount.  And it would be right under the header that says, Your gas supplier is ...


MS. RUZYCKI:  What portion of the 29 percent projected IVA calls does Union estimate will generate a general enquiry call?


MR. LAFORET:  In terms of the reply for this question, what we looked at is we've got a main category that we refer to as "general enquiry", and then under that we have a number of subcategories that may be a rates call, a direct purchase call, an account adjustment call.  But even within that, we also have a general enquiry subcategory.


So when the call comes in, once again, the agent goes through the process of putting a code on it, and if it's more of a general question about the bill or it doesn't fit one of the categories or it gets into multiple topics, they will do it as a general enquiry call.


So within the 29 percent, about 73 percent of that is under the general enquiry category, based on what the CSR code is on their phone.


MS. RUZYCKI:  "What portion of customers does Union 

estimate will dispute IVA charges, and (a) is:  What portion of customers does Union estimate will dispute IVA credit charges?"


MR. ANDREWS:  Well, again, we don't know, because we don't have a specific forecast.  We don't have any estimates at all of how many customers might dispute charges or credits.


MS. RUZYCKI:  Basically, the next one I'm assuming I'm going to get the same answer for.  

"What portion of your customers does Union estimate will not dispute IVA charges, and what portion of customers does Union estimate will not dispute IVA credit charges?"


MR. ANDREWS:  You're right.  It is the same answer.


MS. RUZYCKI:  "Union projects that there will be a 

cost of 5 cents to list each IVA transaction on a customer's bill.  Please provide the cost drivers of this charge."


MR. LAFORET:  In terms of the 5-cent charge, this is a direct pass‑through from our customer information system vendor.


So it's the costs that they apply to us for adding that line item to the customer account, to the billing process, to the account history and having it appear on the customer bill.


MS. RUZYCKI:  "What is Union's projected bad debt 

expense associated with the invoice vendor adjustment?"


MR. ANDREWS:  Union hasn't projected any bad debt associated with the IVA.  We don't believe that the amounts would warrant any additional bad debt coverage.


MS. RUZYCKI:  "Why has Union not proposed an IVA 

transaction fee similar or the same as Enbridge Gas Distribution Inc.?"


MR. ANDREWS:  Well, Union believes that its IVA proposal should be and is based on the need for us to recover incremental costs and not based on any proposals Enbridge may have put forward.


MS. RUZYCKI:  "Does Union feel it is important to 

propose an IVA transaction fee that is standardized with the IVA transaction charge of other distributors?  Please explain your answer."


MR. ANDREWS:  Well, as I mentioned before when I was asked by Board Staff about, I guess, the merits of a generic hearing, I would think that that's probably what you would be looking for, is to look at standardizing the fee.  


But, again, I go back to what I just said earlier, that our proposal is based on our need to recover costs.  And while there may be some merit in standardizing this, we also believe that our proposal is consistent with what we believe the vendor market is looking for, which is a flat fee.


MS. RUZYCKI:  "Does Union anticipate a decrease in 

call volume for the ABC service once the IVA charge is implemented?  Please explain."


MR. LAFORET:  In terms of overall call activity, we're not expecting that the IVA will reduce the direct purchase or the ABC types of calls.


We're outlooking that they would remain at the same level, in that the IVA transaction in and of itself will actually bring more call volume in, once again, tied back to the 29 percent rate, that we would start to pick up those phone calls.


MS. RUZYCKI:  "Is it Union's intent to have the 

initial IVA fee in place for the interim period of June 1st, 2007 through December 31st, 2007?  If not, please explain the time period that Union proposes for the initial IVA fee.  


And then, additionally: 

"Once Union has had some experience with the IVA charge, does it plan to share the information with interested parties?  Once Union has had some experience, does it intend on convening a meeting with GDAR working group to discuss the findings to date with respect to the IVA charge?"


 MR. ANDREWS:  Well, our intention is not to seek approval for an interim rate.  We have applied for approval to charge an IVA fee, and it would be our plan to make subsequent applications if we feel that the fee should be changed in the future.  So our intention is to have the fee in place for June 1st and not on an interim basis.


With respect to your other questions, we'll certainly answer any questions if we're asked, and I presume that that might take place in a scenario like the GDAR working group.  


We have no formal plans to convene a meeting with respect to the IVA fee in terms of our experience with it, but, as I said, we will answer any questions, if asked.


MS. RUZYCKI:  What portion of the ABC fee is attributed to call centre charges?  Please provide a breakdown of the ABC charge.


MR. ANDREWS:  Well, based on the data that we put together to support the 2007 cost of hearing application when we forecast our revenues, the proportion of the current $1.35 that we charge for the ABC service, about 4 cents covers call handling costs at this point.


MS. RUZYCKI:  Sorry.  What was the breakdown of the ABC charge?  Sorry, for the remainder of the 1.31?


MR. SMITH:  Sorry.  I was just thinking about the question as it was being asked and it just occurred to me that the only thing that is actually relevant here is the call centre cost, which he has answered.


MS. RUZYCKI:  "What number of IVA transactions does 

Union anticipate processing for the term June 1st, 2007 through December 31st, 2007?"  

MR. ANDREWS:  Well, again, we don't have a forecast, so we don't know.  


MS. RUZYCKI:  The next one is fairly lengthy.  So I don't know if you want to... 


MR. SMITH:  Can we skip to the bottom and we agree we understand the question?  


MS. RUZYCKI:  Is that okay with you?  It is fairly long.  It is out of the service agreement.  That's fine.  Okay.  

"Please explain this statement.  Is it Union's belief that the IVA charge, IVA threshold can be changed at any time during the term with only the 30-day notice mentioned above?"


And (a) is:  

"Please explain what Union means by 'Current and proposed IVA fees will be made available on Union's website.'  

(b) Does Union contemplate charging the IVA fee during the approved term?  If yes, will Union seek the Board's approval for the IVA rate change under section 36 of the Act?"  

It must be 36.  It says 37.  


MR. ANDREWS:  I understand.  I guess with respect to the first part, because we are here seeking Board approval for the IVA charge, we don't believe that we can simply change the charge any time during the term with only 30 days' notice.  


With respect to the IVA thresholds, we do believe that they can be changed by mutual agreement or with mutual agreement with gas vendors any time during the term.  


Now, with respect to the (a) part, Union proposes to use its Union line system to formally post the current IVA fee and the current IVA thresholds.  It is just a means of communicating what they are to the marketplace.  


And with respect to part (b), Union does not contemplate changing the IVA fee during the approved term.  We plan to seek the Board's approval for all subsequent IVA fee changes.  


MS. RUZYCKI:  That was the end of my questions here.  I just wondered -- I probably will have questions after.  Should we wait until everybody is finished because some of them may be answered.  


MR. MUKHERJI:  Sure.  We can do that.  


MS. RUZYCKI:  Okay, thank you.  


MR. MUKHERJI:  Do you want to break for a bit? 


QUESTIONS BY MS. GIBBS:


MS. GIBBS:  These are the IRs from Direct Energy:

"1.  Please confirm that the invoice-vendor adjustment was proposed by Union as a GDAR service, that the interim provision of the service was approved by the Board in its November 15th, 2005 decision, and that such a service would not be required by vendors using bill-ready distributor consolidated billing.  If Union disagrees with any of these statements, please explain why."  


MR. ANDREWS:  Union agrees that the Board approved the IVA service in its November 15th, 2005 decision, and that such a service will not be required by vendors using bill- ready distributor consolidated billing.  


MR. MUKHERJI:  Andrea, sorry, if I could just interrupt.  Crawford Smith just pointed something out to me.  With respect to follow-up questions, I don't think that is acceptable.  I was wondering if that is okay.  If you have any follow-ups, then I guess you can ask them before Andrea finishes.  


MR. SMITH:  My understanding of the technical conference process is the intention is put your questions on the record; ask the questions.  If there is a question, normally my practice is, if there's a question that arises directly from a particular answer that is given, by all means ask the question.  But I would think that the appropriate time to do that is right now.  


MS. RUZYCKI:  Can you just give me two seconds to look and see -- 


MR. MUKHERJI:  Sorry, Andrea, for interrupting you.  


MS. RUZYCKI:  Actually, I'm fine, then.  


MR. MUKHERJI:  Sorry.  Andrea.  


MS. GIBBS:  "2.  Please confirm that similar Board-

approved charges for electricity billing are in the range of 25 to 30 cents, that the Board-approved charge for open-bill access on Enbridge Gas Distribution's bill is 80 cents, and that Union did not discuss its proposed $1.85 charge or why it was two to seven times larger with any of the working group participants.  If Union disagrees with any part of these statements, please explain why."  


MR. ANDREWS:  Well, Union and certainly myself included, we're not familiar with the electricity billing rates.  Not familiar with Enbridge's open bill access.  But I do want to clarify, though, that Union's sales reps did have discussions with some of the larger vendors.  


It's my understanding that, I believe that the vendors support a flat fee structure and that some of the vendors support the $1.85 fee.  


MS. GIBBS:  Can you state who those vendors are?  


MR. ANDREWS:  The vendors that support the $1.85?  


MS. GIBBS:  Yes.  


MR. SMITH:  Unfortunately not.  The information was provided on a confidential basis.  


MS. GIBBS:  Okay.  Thank you.  

"Please confirm that Union's signed service agreements do not include specific IVA fees or IVA conditions of service that require OEB approval.  If this is not the case, please explain how the contracts would be adjusted if the Board does not approve Union's IVA proposal." 


MR. ANDREWS:  That is correct.  Union's service agreements do not include specific IVA fees or other IVA conditions of service that require Board approval, and just like – again, as a footnote, obviously we filed an application seeking Board approval for our proposed IVA fee in response to the Board's letter dated March 16th, 2007.  


MS. GIBBS:  Okay.  Do you have any knowledge of how you will adjust the contracts, then, if the Board does not approve IVA proposal?  


MR. ANDREWS:  At this point, I don't know if the contracts need to be adjusted.  Because I don't think there is anything specific in a contract.  The fee is not in the contract.  As I mentioned earlier, that's why we put it on our website.  


MS. GIBBS:  Okay.  

"Is Union requesting that the Board approve the initial fee and allow Union to unilaterally adjust the charge in the future without OEB approval?  If this is not the case, please explain the wording contained in the excerpt from Union's proposed change to the Board's standard form of service agreement shown on page 3 of its evidence."  


MR. ANDREWS:  No, Union is not proposing to unilaterally adjust the charge in the future without OEB approval.  


The purpose of the wording in appendix B, which is the billing collection and payment section, is really to formally acknowledge the availability of the IVA service as mandated by the Board until such time as the bill-ready service is made available.  


MS. GIBBS:  "Please confirm that the direct purchase 

administration charge is 19 cents and that the gas supply administration charge is $1.35 per bill, or provide the correct amounts.  

What portion of the $1.35 commodity charge is required to cover customer care calls?  

What portion of the $1.85 IVA charge is required to cover customer care calls?  

Please provide a cost breakdown for all of the cost drivers in the proposed IVA charge."

Which I think we have probably addressed.  


MR. ANDREWS:  Okay.  I will start here.  


The direct purchase administration charge -- there really are two of them, there is 19 cents per customer per month, then there is $75 per contract per month.  


When you say gas supply admin charge of $1.35, I assume you mean the ABC fee. 


MS. GIBBS:  Yes.  It was referenced as the gas supply admin charge, I think in the evidence.  Anyways, that is -- 


MR. ANDREWS:  I take that to mean the ABC fee. 


MS. GIBBS:  Yes, yes.  


MR. ANDREWS:  And it is $1.35.  And as I mentioned earlier, based on -- in speaking with a representative from OES, again, 4 cents of the $1.35 currently covers call handling charges or costs associated with the ABC service.  


MR. LAFORET:  With regard to the $1.85 IVA charge, $1.80 of that relates to answering customer calls, so our customer care calls' costs.  


The five cents, then, relates to the charge referenced earlier from our CIS provider for adding the IVA to the bill.


MS. GIBBS:  "With respect to Union's estimate of 29 

percent of the IVA transactions, please provide a percentage breakdown of Union's annual calls for each of the categories listed on pages 4 and 5 of Union's evidence.  

What is Union's estimated call percentage and experience with call volumes related to bill credits?

Would the frequency of calls not be lower?

What call percentage would Union estimate from customers who are expecting an adjustment will be made to their bill, and why would it not be lower?"


MR. LAFORET:  In terms of the 29 percent, based on how we brought that together, that includes a mix of customer calls about debits and credits within it.


So, once again, it represents what we would see with the IVA.  Even if the IVA was a mix of debits and credits, we see that similarity. 


 In terms of our estimated call percentage experience related to bill credits, we don't have anything that specifically tracks that.  So we're not able to go into our historical information and differentiate between, Did they phone because there is a credit on the bill or a debit on the bill?


Once again, with the call breakdown that was provided, those are the categories that we use and they don't differentiate between debit or credit.


What call percentage ‑‑ in terms of customers who are expecting an adjustment, in terms of the customer knowing something is going to be on their bill or expect something on their bill, we would, you know, looking at it, expect to see a lower call volume.  


Going back to what we did on the bill redesign project, that's why we did all of the communication up front, was to make the customer aware and to reduce those potential calls.


But when we look at our experience with account adjustments, even in those situations the customer phoned to say that they thought their bill was too high, the bill was reviewed, the bill was adjusted downward.  We know that we're still getting some of those customers phoning the next month to say, Okay, you adjusted it; can you explain to me what the adjustment was?


So within that mix, I can't estimate how many will not call because they know it's coming.  What I do know is within our 29 percent, it already represents that overall scenario that some will phone about it, some won't.


MS. GIBBS:  "Did Union give any consideration to the 

possibility that call volumes related to direct purchase commodity billing may actually go down as a result of the introduction of more expedient consumption data and IVA corrections, or that direct purchase customers who are accustomed to calling a gas supplier will call vendors directly when they have a question related to their gas supply, or that the bill wording in IVA line text will direct the customer to call the vendor directly?  If not, explain why."


MR. LAFORET:  In terms of that, certainly the bill will contain the information about the gas supplier name and the contact information and the, you know, wording, which is, If you have any questions about this section of the bill, contact your gas supplier.


We have had that in place for quite a while, but we're still also receiving calls from customers about the direct purchase contract, about their gas purchase options, about their rates and the line items that appear on the bill.


So even within that place, we're still ‑‑ with that in place, we are still seeing that call activity.


With the IVA coming in, we're expecting that activity will continue as it has in the past, plus the IVA will bring in the new complexity of another line item on the bill that can trigger a customer question.


So while the customer, having knowledge of it or already having talked to the gas supplier about it and know that it's going to be coming or the reason why it is there, it won't necessarily reduce or eliminate the overall level of calls or the overall customer behaviour.


We talked to customers and say, Yes, we'll adjust that on the next bill, and we still get them phoning us.  We expect that when this comes in, because it does affect the overall bill, that we'll still have that 29 percent of customers calling us, including ones who knew it was coming and ones who didn't know it was coming.


MS. GIBBS:  Okay.  Just to clarify, you had said earlier that when you added a storage line --


MR. LAFORET:  Yes.


MS. GIBBS:  -- because of all of the information you gave a customer, you felt that may have reduced the calls.


MR. LAFORET:  Yes.  Certainly in terms of the information that we provide to customers before we do a change like that, or at the time we do the change, in terms of the bill insert and the rate insert, that helps educate the customer and helps avoid the phone call.


The other thing, when we look at the timing of the storage line, that was just following the retroactive rate adjustment that we had done earlier that year.  So in the months preceding, that we had had a high level of calls about the bill, about the retro rate adjustment, a high level of customer angst.


So we looked at that and had a lot of activity around it.  So when the storage line came on, it was sort of after that whole blip and things had somewhat calmed down, and I don't think people were focussing on that line as much, per se, as still lingering with the retro rate adjustment that had 

come through earlier.


MS. GIBBS:  "How does Union currently handle calls 

from customers on direct purchase and how will this differ from what is proposed under the IVA service?

Are the costs associated with commodity calls covered in the, we'll call it, ABC charge?  

If a customer calls regarding a commodity billing error and is directed to the vendor for resolution, is the cost of that call included in the ABC charge?

If that matter is not resolved and there is no IVA adjustment, but the same customer calls Union back on the same matter, is the cost of that call covered by the ABC charge?

If the matter is resolved and there is no need for a bill adjustment, but the customer phones Union back again on the same matter, is that -- is the cost of that call covered by the ABC charge?

If the answer to any of the last four questions is 'no', please explain why that would be the case."


MR. LAFORET:  In terms of our process for handling calls right now related to the gas supplier section of the bill, what we do, once again, is we go through, verify who the customer is, bring their account up on the customer information system so the CSR can look at it, and then look to understand what the customer's question is.


And depending on the type of question, we will look to, once again, complete that call and do it as the one and done for the customer.  So if it is, Who is my gas supplier, how do I contact him, because they phone from work and they don't have the bill in front of them, we provide that information to them.


If it's about their gas purchase options, we will walk them through that.  If it's about rate-making and how Union does its rate-making and the difference between the top portion of the bill for the gas supplier and the bottom portion, we will talk them through that.  


If they start to look at specifics and say, I don't understand the contract, I don't understand the price that I signed up for, or This isn't reflective of what I thought it was going to be, that's where we then turn it back to the customer to say, You need to talk to your gas supplier about those details.  We're not party to that aspect of the transaction.  Then we will refer them over to their supplier.


We will also, as we do with any of the calls, ask them if there is any other questions that may be triggered by that or anything else that was said during the conversation, and then close out the call.


In terms of the costs associated, Wayne?


MR. SMITH:  I think that went on for a bit, but I think just for Mr. Andrews' benefit, I think what Mr. Laforet was referring you to were the additional -- what was the reference to the ABC fee and whether or not the IVA charges are included in that already, paraphrasing.


MR. ANDREWS:  Yes.  I am a little bit lost here, I'm sorry.  There was a little bit of a... 


No.  It's not covered by the ABC fee.  I'm sorry.  I apologize.  There is a lot of questions in there, so it's no, it's not.  No.  


Let me just maybe try to clarify it a little bit.  I think the difference, in my opinion, between the calls that will be generated by a customer going to an ABC arrangement and buying their gas supply from a gas vendor versus an IVA, is that -- and we've seen calls, call volumes reduced over the years.  ABC service has been in place now almost 11 years and so what we've seen now is that there is a greater awareness in the marketplace and a greater maturity in the marketplace, I think.  


And customers when they sign up with gas vendors, typically if they're going to call they're going to call initially if they don't understand what they have just entered into.  Once they have had that initial call and they realize that I'm with a gas vendor, yes.  Everything is fine.  Are my rates going to be X for the next year or three years or five years, we don't get that many calls after that.  


Again, I go back to the fact that ABC service has now been in place for about 11 years.  That's why the, when I mentioned earlier that of the $1.35 only about 4 cents covers call handling, that's the reason why. 


When we go back to the inception of ABC service,   covered call handling, but since then, other components of the fee have dwarfed the call handling costs.  Things like bad debt and contract administration and so on.  


The difference, though, with the IVA is that what will trigger that is the fact that you don't know what's going to happen.  And so there is no ability to sort of pre-empt that call.  So I go back to ABC service.  There is a lot of communication that we do with customers when they first go on to a direct purchase arrangement with the gas vendor, and I think you can see that even in GDAR with the STR transactions, there is a lot of communications requirement that we have to do.  So we do a lot to understand what they’re getting into, which hopefully mitigates the need for a phone call down the road.


But you look at the IVA charge, you don't know when it is going to happen.  It can happen once a year, it can happen 12 times a year.  That's why I think it is reasonable to expect that you're going to have higher call volumes.  But just to go back to the original answer is   the calls with respect to IVAs are not covered in the ABC fee.  


MS. GIBBS:  "Does Union pay the same $6.20 charge for 

all of its calls regardless of their duration?  Please provide an estimate of what the charge would be for redirected call, calls directed immediately to the vendor based on duration, using historic service level data.  

If Union is unable to provide an estimate, please explain how it determined the $6.20 service fee is an appropriate charge for all of its calls."  


MR. LAFORET:  In terms of the $6.20 cost per call and going back to the table that was provided on that, how we work through that, that is based on our entire call activity into the contact centre.  So looked at that and as it steps through here, just looked at our total calls forecasted, the amount of time accruing required to meet those calls, then the associated costs with that to come out.  


In terms of an estimate, I don't have an estimate in terms of what would occur if it was a redirected call.  


One, going back to the earlier, which is we still look to answer all of the customers' enquiries when they contact us and close out the call.  The other is that we have a mix of call talk times, even on the same call type.  So we may have a customer contact us to ask about rates, and we will identify what their question is and may refer them to our website, and they'll go, That's great, I'll go there, I'll get the information.  Thank you very much.  And that may only take up five or, you know, five or six minutes of paid time to do that.  


But we have other customers that want us to step through, walk through the stuff, get into questions about, what authority Union Gas has to apply these rates, how we work as a regulated utility, how they don't agree with the rate, how they don't agree with the total dollar value of the bill, and that could take us up into, 12, 13, 14 minutes of cost time to answer that.  So when we start to look at the overall mix for this, we just looked at the blended call activities and the blended costs for those calls.  


MS. GIBBS:  "Please explain how existing ratepayers 

and the rates they pay would be impacted in 2007 if the IVA charge was set at 25 cents rather than $1.85 for the remainder of the year."  


MR. ANDREWS:  Union's 2007 rates have already been established and approved by the OEB, so the lowering of the fee to 25 cents would have a negative impact of $1.60 per IVA process, which is just the difference between the $1.85 and the 25 cents.  


MS. GIBBS:  "At page 2 of appendix B Union states that 

the design development and final integration of the IVA functionality into the GDAR project will require a significant investment in terms of both resources and costs. 

Please provide a breakdown of the costs that Union has incurred to date to provide this service."  


MR. ANDREWS:  Union has since estimated the cost to integrate the IVA functionality into the GDAR project not to be very significant.  At the time, we weren't sure.  We thought it might.  


And Union is working with its principal consultant, Sapient, on a fixed-price contract.  So once we got around to sitting down to doing the detailed design around the IVA functionality, it was determined that Sapient was able to absorb this within the original fee that had been struck when we put the contract in place.  So there is no additional charge.  They determined that the level of effort wasn't that huge.  So basically the cost is part of the fee that we're paying Sapient.   


MS. GIBBS:  "Finally, at page 2 of appendix B, Union 

notes that amendments to the standard service agreement are allowed by mutual agreement of the parties.  If the vendor does not agree with a change proposed by Union, please explain why the standard form of agreement approved by the Board would not be used; or, in the alternative, how it would be changed."  


MR. ANDREWS:  Well, I think the default position is the Board-approved GDAR service agreement, and it's our expectation that changes will be made to the standard service agreement by mutual agreement.  That's our hope.  


But if not, then we would simply turn to the Board- approved service agreement as the default option.  


MS. GIBBS:  Thank you.  


MR. MUKHERJI:  Thanks, Andrea.  We have a couple of questions from IGUA that were filed.  Before I turn to those, I was wondering if, Jim, you had any questions?  


MR. GRUENBAUER:  No.  Thank you.  


MR. MUKHERJI:  The Industrial Gas Users Association counsel filed a letter on May 4th, and I would like to mark that as Exhibit KT2. 


EXHIBIT NO. KT2:  IGUA LETTER DATED MAY 4, 2007


MR. MUKHERJI:  There are three questions in here and I would just like to read these in into the record and perhaps Union can just answer these questions for us.  

QUESTIONS FROM IGUA BY MR. MUKHERJI:

MR. MUKHERJI:  IGUA's questions are as follows.  I will read all three of them at one time:  

"1. Will the IVA charge, which is currently set out as a flat fee of $1.85 for each successfully submitted IVA transaction, pay for all of the incremental costs associated with the IVA functionality and transactions?  

2.  If not, will any of the costs associated with IVA functionality or transactions be allocated to in-franchise customers?  

3.  If so, please identify which rate classes will contribute to the IVA functionality and transactions."  


That's it.  Thanks.  


MR. ANDREWS:  The answer to question 1 is "yes", that the fee of $1.85 will cover all of the costs associated with the IVA transaction.  And given that the answer to question 1 is "yes", then I think that takes care of questions 2 and 3.  


MR. MUKHERJI:  I will just -- just give me a second.  Sure.  Thanks.  


I guess that concludes our technical conference.  Thank you so much for coming and my apologies, again, if I fumbled through this.  I lack the eloquence of my dear friend Mr. Smith there.  Thank you so much.  


MR. SMITH:  Thank you.  


--- Whereupon the hearing concluded at 10:51 a.m.  
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