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No undertakings were filed during this proceeding.

Monday, December 4, 2017
--- On commencing at 9:35 a.m.

MS. DUFF:  Please be seated.

Good morning.  My name is Allison Duff, and I am presiding today, and with me are Panel members Michael Janigan and Susan Frank.

The purpose of today is that Enbridge Gas had filed an application regarding an order -- orders approving rates for two-18.  A settlement proposal was filed with the Board on November the 29th, 2017, and the purpose today is to have a presentation, a short one, I understand, regarding that settlement and for this Panel to ask questions.

I understand that there are a number of people also calling in and listening to this hearing through the phone.  Before we begin, perhaps I could have appearances, please.
Appearances:


MR. STEVENS:  Good morning, Panel.  My name is David Stevens.  I am here on behalf of Enbridge.  With me is Kevin Culbert, also Margarita Suarez, Ryan Chung, and Don Small.

MS. DUFF:  Good morning.

MR. RUBENSTEIN:  Good morning, Panel.  My name is Mark Rubenstein, counsel to the School Energy Coalition.

MS. DUFF:  Thank you, Mr. Rubenstein.

MR. VELLONE:  Good morning, Madam Chair, Panel, John Vellone here for the Association of Power Producers of Ontario.

MR. BLUE:  Good morning, Mr. Vellone.

MR. MILLAR:  Good morning, Madam Chair, members of the Panel.  Michael Millar, counsel for Board Staff, and with me today is Lawrie Gluck.

MS. DUFF:  Good morning, Mr. Millar.  And people on the phone?

MS. VAN SOELEN:  Laura Van Soelen on behalf of IGUA.

MS. DUFF:  And, sorry, what was your last name?

MR. QUINN:  Dwayne Quinn on behalf of FRPO.

MS. DUFF:  Okay.  I think I heard Mr. Quinn from FRPO.  And the person representing IGUA is?

MS. VAN SOELEN:  Laura Van Soelen.  It's V-a-n S-o-e-l-e-n.

MR. POLLOCK:  Scoot Pollock with CME.

MR. KARSI:  Roman Karski with TransCanada Pipeline.

MS. DUFF:  Okay.  I'm just writing this down.  All right.  I think that's it.

Mr. Stevens, how did you want to proceed?

MR. STEVENS:  We are in your hands, Madam Chair.  I am happy to provide a brief overview of the settlement proposal if that's helpful, but I certainly acknowledge that Board Staff has done a very complete job in summarizing it, so if it won't be helpful, I won't use up your time.

MS. DUFF:  It'll be helpful.
ENBRIDGE GAS DISTRIBUTION INC.

Presentation of the Settlement Proposal by Mr. Stevens:

MR. STEVENS:  Terrific, thank you.

As you'll have seen, Panel, the settlement proposal filed on November 29th in this matter sets out the resolution of the issues and items that are required in order to set Enbridge's delivery rates for 2018.  When I speak about delivery rates, I am excluding the impact of the cap and trade unit rates which get charged along with the delivery rates.  And as the Panel may be aware, the cap and trade unit rates are the subject of a separate proceeding, 2017-0224, I believe.  The Board in that proceeding has indicated that final cap and trade unit rates will be determined at a later point this year, and our understanding and expectation is -- from what the Board has said is that the cap and trade unit rates when they are set will be set on a full-year basis to allow Enbridge to recover the full-year impact of changes from 2017 to 2018.

So I just want to park that to the side along with the delivery rates we are talking about today in this case.

So in relation to the delivery rates, this is the last year of Enbridge's custom IR model for 2018, and Enbridge's application in this case as well as the settlement proposal adjust and set rates consistent with the custom IR model that was approved for Enbridge and consistent with the approach that's been taken in each of the subsequent years from 2014 to 2017.

In the settlement proposal the parties have accepted Enbridge's filing in relation to setting the delivery rates subject to three adjustments.  Two of those relate to the cost of capital, and what they do is they simply update the appropriate parameters to the most up-to-date information available as of today's date.  And so that increases the ROE and decreases the cost of debt.

The third adjustment is a slight decrease to Enbridge's volumes to reflect the impact of the green energy fund DSM program, which had not been reflected within the volume forecast in the as-filed application.  And that was done in response to the Board's direction in Enbridge's 2017 cap and trade compliance decision.

Now, moving -- with those items, in my submission, the Board has everything that you need in order to set and approve Enbridge's delivery rates for 2018.  But moving beyond that, the parties have discussed, addressed, and agreed upon seven additional items within the settlement proposal that relate broadly to Enbridge's 2018 application but don't relate specifically to the setting of delivery rates.

And those seven items are the following.  I will just go through them quickly, and happy to provide further details to anything that's less than clear.

So the first thing is Enbridge's post-retirement true-up variance account.  Enbridge's forecast of pension costs for 2018 includes the impact of expected changes to pension legislation in Ontario.  Those changes are currently making their way through the Ontario legislature, but they haven't actually been put into force yet.

Parties have agreed to expand the scope of the variance account to ensure that in the event that these changes don't go through or they don't go through as expected that the full revenue-requirement impact of any differences in the legislation will be trued up.

The second item addressed in the settlement proposal relates to Enbridge's plan to require -- to acquire, I am sorry, two to three PJs of additional market-based storage.  Parties have agreed that in the event Enbridge does go ahead with this plan that Enbridge will limit the amount of storage being procured to a maximum of three PJs.  Enbridge will undertake an agreed-upon evaluation before committing to the acquisition of additional storage and will document its determination at that point.

And, finally, in the event that the counter-party for this incremental storage is Union Gas, Enbridge will ensure that the term for the contract for the incremental storage will be limited to a maximum of one year.

A third item parties have agreed upon is that Enbridge is not going to proceed with one particular update to its conditions of service.  Parties have agreed that that's something that might be contemplated or reviewed in the OEB's current review of customer-service rules for all distributors, and pending that proceeding, pending that consultation by the OEB, Enbridge will not make this particular change to its conditions in service for 2018.

A fourth item relates to Enbridge's commitment or agreement to continue to report on its work to identify causes of unidentified -- I am sorry, unaccounted-for gas, which is gas losses.

Enbridge agreed in its 2016 ESM proceeding that it would look at and study the impact and causes of metering differences at places where custody changes from TransCanada and from Union to Enbridge Gas.

Enbridge reported on its progress in this case, but it's agreed to continue to report on that as part of its 2019 rate-setting application.

A fourth commitment that Enbridge has made is that in the event that it decides to increase its capacity on the pending NEXUS pipeline, then before taking such step it would apply to the Ontario Energy Board for what would amount to pre-approval, so in other words, Enbridge would not unilaterally make a decision to increase its capacity on NEXUS.

A fifth item relates to Enbridge's capacity on the Union Gas C1 service.  That is a pipeline that runs from Parkway to Dawn.  Enbridge decided at the end of 2016 -- or in 2016 to extend its service on C1 until the end of 2019.  It was a point of discussion in this case.  Ultimately parties agreed to include the costs of the C1 capacity within Enbridge's 2018 gas costs, but on the proviso that the portion of the cost for that capacity that arise in 2019 would be open for questioning in the 2019 case.

In other words, Enbridge agreed that simply because part of the costs of that contract are being accepted in this case does not necessarily mean that parties have agreed that those costs will be accepted in a subsequent case.

The final item that parties agreed upon relates to the determination of the methodology to clear the constant dollar net salvage amount deferral account.  That's an account that tracks the difference between amounts that Enbridge has refunded to customers through rider D, over the term -- over the custom IR term versus the total $380 million amount that the Board approved for recovery.

Parties in this case have agreed to the discontinuation of rider D for 2018, based on Enbridge's information and assertion that the full $380 million will have been refunded.

Parties have not been able to agree, though, on the manner in which any remaining balance in this account should be allocated between rate classes.

And so the agreement and proposal in this case is that parties will continue to talk about this item.  Parties are asking that the Board approve a further one-day ADR session to facilitate these discussions.  But -- and then, in the event that there is no resolution of the appropriate methodology, parties would ask the Board to determine this as a sole issue in and after March of next year.

So, as I say, there are a number of additional commitments and agreements made in this case.  None of them relate to the setting of delivery rates for 2018, and Enbridge and all parties are asking that the Board approve this settlement proposal, so that the impacts on 2018 rates can be reflected within Enbridge's January 1, 2018, QRAM application, which is being filed this coming Friday.  And that will allow rates to be in place right from the first of January next year.

MS. DUFF:  Thank you.  Member Janigan has a few questions.

MR. JANIGAN:  Thanks very much, Mr. Stevens, for that.  I have a number of questions concerning the commitments that were made as part of the seven original -- or seven commitments that you've mentioned that have also been put in the agreement apart from rates, and the deals primarily with gas supply.

I notice that on page 14, there's commitments, you've touched upon, with respect to incremental storage.  There is also, on page 16, commitments with respect to the NEXUS pipeline, and also with respect to transportation capacity.

And I think my questions first are -- I actually have three questions that arise therefrom.  Number one is to what extent do these commitments bind future panels?  Number two, I think you have before you -- and perhaps it be marked as an exhibit, Mr. Millar -- the letter of March the 16th of 2017 from the Board, dealing with gas supply plans and as well the notice associated with the rate setting framework that has recently been issued.

If I can have those two marked, I believe ...

MR. MILLAR:  Yes, Mr. Janigan.  I had not actually circulated those yet, but I do have them here, so I will do so.

Why don't we mark them for identification purposes?  You referenced a letter of March 16th, 2017, that will be K1.1.
EXHIBIT NO. K1.1:  LETTER DATED MARCH 16TH, 2017


And I am sorry, but I have two other documents here, Mr. Janigan, but you only referred to one of them.  Which was it?

MR. JANIGAN:  There was the rate setting framework.  We might as well have that document as well.

MR. MILLAR:  So we have the Union Enbridge MAADs document, which we will call K1.2.
EXHIBIT NO. K1.2:  UNION-ENBRIDGE MAADs NOTICE


MS. DUFF:  It's the notice.

MR. MILLAR:  Yes, it's the notice; thank you, Madam Chair.  And then the notice for the related rates proceeding, K1.3.  And I will pass these out to my friends.
EXHIBIT NO. K1.3:  NOTICE OF HEARING FOR RATES PROCEEDING


MS. DUFF:  The notices were issued by the Board on Friday, so it is relatively new.

MR. JANIGAN:  Coming back to the question I posed, which was basically a three-part question referring to those sections dealing with gas plus line transportation, the first is to what extent there'd be commitments made within the settlement agreement bind future panels.

Secondly, can you describe to me what the fit is between these commitments and the proceeding that's under way associated with the assessment of distributor gas supply plans and any potential issues that may arise and be dealt with in the context of the rate setting framework for which the notice has been issued.

And finally, if you could address why these commitments should be approved by the Board as they are in the public interest?

MR. STEVENS:  Thank you, Mr. Janigan.  In Enbridge's view, none of the three items that you have spoken about are intended to bind, or direct, or tie the hands of future OEB panels, whether we are speaking of the OEB panels that might be considering the future gas supply framework, or the panels that will be considering Enbridge's and Union's amalgamation and rate-setting process applications.

In each of these, our commitments are, first and foremost, agreements between the parties to the settlement agreement whereby Enbridge is making certain commitments about what it will do in the future.  Take, for example, the NEXUS commitment.  Enbridge is not saying one way or another whether it will contract for more NEXUS capacity. Enbridge is simply saying that it won't do that unilaterally, and that will be subject to a future Board proceeding where Enbridge will put its best foot forward and explain why it wished to expand its capacity.

Similarly on the C 1 issue, parties are simply agreeing that whatever overall settlement was made here to accept 2018 gas costs, should not be taken as sort of a pre-agreement to the second half of the costs associated with the C1 contract.

And in terms of the contracting for incremental storage, parties are acknowledging that Enbridge may within 2018 contract for future -- for additional incremental storage, but Enbridge is making certain commitments to document why it's doing so, so that everybody, including the Board, can evaluate and ensure that they are satisfied with the decisions that Enbridge has made.

MR. JANIGAN:  And you're confident the pre-approval process for both capacity on NEXUS and the storage capacity will not be an impairment in relation to Enbridge acting in a cost-effective fashion?

MR. STEVENS:  That's right.  I mean, I think I'd look at each of those two things separately, Mr. Janigan.  On the NEXUS matter, Enbridge already did come and seek pre-approval in the first instance before contracting for NEXUS capacity.  So it wouldn't be surprising that if Enbridge was looking to add what amounts to approximately one-third more capacity that Enbridge would again seek the Board's permission before doing so.  And I would hazard a guess that time would permit that to be done if it became necessary.

In terms of the incremental storage capacity, Enbridge isn't actually seeking and no party is suggesting that Enbridge should seek pre-approval of acquiring up to 3 PJs of further market-based storage.  Instead what Enbridge is saying is that it will be certain to evaluate and document its decisions as they are made.

MR. JANIGAN:  Thank you for that.

MS. DUFF:  I just have one follow-up question about the NEXUS.  That proceeding, I was actually on the panel, I thought it was the cost consequences that the panel -- the OEB had approved regarding the contracting on NEXUS.

So would it be that you would bring -- if Enbridge is to contract more volume, it would file another application regarding pre-approval of the cost consequences of that capacity?  Could you just be clear with that?

MR. STEVENS:  I am sorry, you are quite right, it is pre-approval of the cost consequences that Enbridge has previously received pre-approval of the cost consequences of 110,000 dekatherms a day of capacity, which is what the agreement with NEXUS contemplates.

That contract with NEXUS has an option where Enbridge can add 40,000 dekatherms a day.  Parties have agreed that should Enbridge decide to exercise that option or that it wishes to exercise that option, it would seek supplementary approval from the Board to do so, and my anticipation would be that that would happen under the Board's long-term contract pre-approval guidelines, so it would be quite similar to what we have seen before.

MS. DUFF:  But to increase your capacity -- you have a contractual right to increase the capacity on NEXUS.

MR. STEVENS:  That's right.

MS. DUFF:  And just today, Enbridge, when you increase the capacity on any pipeline, do you come before the Board for approval for that?

MR. STEVENS:  Not ordinarily, Madam Chair.  I think parties are looking at this as a unique scenario in that it's the first time when Enbridge actually has sought pre-approval of the underlying contract and, frankly, it's a commitment that Enbridge is prepared to live with.

Again, to the question Mr. Janigan was asking, should the Board decide that it's not comfortable granting pre-approval in that circumstance, then Enbridge would then have to make a decision whether to proceed or not.  The commitment Enbridge has made is simply that it would request pre-approval.

MS. DUFF:  Thank you.  Ms. Frank?

MS. FRANK:  I have two areas that I would like to explore.  The first will deal with impacts on revenue requirement of a few items I want to bring to your attention, and second will deal with variance accounts.

So starting with the revenue requirement, three items in this one.  The first one deals with the evidence that you've provided on the average use forecasting model, which is at C2, tab 1, schedule 3, pages 9 and 10.  And Enbridge indicates that it's introducing a dummy variable into the forecasting model due to structural changes in the metro and eastern regions.

First of all, when does Enbridge typically change their forecasting model?  What frequency, what drives it?

MR. STEVENS:  Thank you, I was speaking with Ms. Suarez to make sure that I have the full information for this, and if it turns out I don't I may ask Ms. Suarez to respond directly to you.

As a first item, Member Frank, Enbridge would say that it hasn't adjusted the model here, what it's done is it's adjusted certain inputs into the model.  And so each year Enbridge looks at the models that it uses, such as the average use model, runs a variety of diagnostic tests, as set out in the evidence, to determine whether the model's still valid and whether the inputs being used into the model are valid.  And should it turn out that certain inputs do not fit within the expected parameters that would support the model, then adjustments may have to be made.

So in this case adjustments were made to two values within the average use model.  That's not a common occurrence.  It's not that it's never happened, but I think over the course of the custom IR term there's probably been a very small handful of times when adjustments have had to be made.

This one happened because -- well, it's not known why this one happened, but it was clear that these two values did not fall within the range that would be expected under the model, and the determination was made to mute these two inputs and instead use, as the evidence says, dummy variables.

The impact was to have an average use output that was slightly higher than would have been the case had the actual values been used.  In other words, the overall volumes that Enbridge proposes in this case are a little higher and rates are slightly lower because of the use of the dummy variables.

MS. FRANK:  I recognize that's the impact.  It's not the impact I am concerned about.  It's the change, the addition of new variables.  And you may not call it a model change, but certainly there's a change to what's being considered, and I want to explore a bit further -- you said this has happened before during this custom period.  So what -- what else has changed during the prior years of this custom period that would be a modelling type change?

MR. STEVENS:  My apologies, Member Frank, I am being corrected.  During the -- I am told that prior to this IR period, during the last recession, there were certain values that didn't fit within what was expected, and those were not used as part of the data set for future forecasts.

MS. FRANK:  Yes, that was in your evidence.  I saw that.  But during this custom period, this is the first time you are making such a change; that's correct?

MR. STEVENS:  That's correct.

MS. FRANK:  Okay.  And then I am wondering when you would normally have such a change, either adding variables or a change to the model, what type of review would you expect to have with that type of a change?  How much evidence would there be?  How much examination would there be -- just in comparison to what we see here is what I am looking for.

MR. STEVENS:   Sorry, just to be clear, Member Frank, when you ask how much review, are you speaking about regulatory review?

MS. FRANK:  Yes, I am.

MR. STEVENS:  The principle of including a dummy variable is a standard approach used in response to items that are uncovered through diagnostic testing.  I think in Enbridge's view, it's appropriate to do this and it's also appropriate to make it known to parties, which is what happened through the evidence in this case.

It was identified within the evidence.  It was certainly the subject of a number of questions through the discovery process.  And ultimately, Enbridge and parties have determined that for the purpose of setting rates for 2018, that they are comfortable with the approach that Enbridge has taken.

MS. FRANK:  If we look at the changes that are anticipated to be made on an annual basis during the custom IR period, there's certainly indications -- actually, I think on page 6 of the settlement, there's a list, and the first item talks about several volume forecast changes that should be made during the process.

It doesn't appear to have anything suggesting that there will be changes to the actual models or methodology.  So I feel it's a bit out of scope to what was anticipated.  It was literally give us the new number using your current methodology is the way I read it, and I'd like to know how do you read that?

MR. STEVENS:  Enbridge's view, and we have discussed this amongst ourselves, is that the appropriate approach during a custom IR term is to continue to apply the same models, and use the outputs from those models to determine rates for each subsequent year.

In Enbridge's view, the average use model itself hasn't been changed in this case.  A couple of the data points have not been used because they are outside of expected values.  But the model itself hasn't been changed and continues to be applied.

MS. FRANK:  Is the materiality that you consider -- I am still seeing this as a change, okay.  I understand you are trying to tell me it's no change but new variables, and to me, that's a change.

So is there materiality that drove this?  Like the impact was so large, you thought you had to make the change?  So it's outside the norm of what you would do, but that's because there's a materiality threshold that's been crossed.  And naturally the question is what is that threshold?

MR. STEVENS:  As is set out in the evidence, Enbridge subjects its models to a variety of statistical testing, and it's where that statistical testing shows outliers that an adjustment like this might be made.  It's not based upon the magnitude of the impact of the change.  It's based upon whether or not the values being examined fit within a reasonable range opposite what's expected through the diagnostic testing.

So in other words, had these values in question been for a much smaller revenue class, let's say somewhere in the Niagara region which had a very small impact, it still would have been changed.

It's just happenstance in this case that the revenue classes being impacted happen to be large revenue classes, and that led to having a more significant effect on the overall volume forecast

MS. FRANK:  Okay, let's move on.  The second area impacting revenue requirement -- I have fewer questions on this one, so I won't take quite as long -- deals with the site restoration that you spoke about as one of the pieces that added on in your group of seven.

But what I want to talk about is the proposal to stop the refund, and the tax implications of that proposal.  So maybe you could just explain a little bit on how the tax implications come about, and what they are?

MR. STEVENS:  Okay.  In Enbridge's custom IR model, there was a forecast return of -- I believe the number is $379.8 million over the five years of the IR term.  And within Enbridge's allowed -- within the allowed revenue that the Board approved was a tax deduction impact from that refund, and that was included within annual revenue on -- or, sorry, allowed revenue on an annual basis for each of the five years.

When Enbridge finds itself at the end of 2017, the expectation is that Enbridge will have refunded more than the $379.8 million to ratepayers.  So that's why Enbridge is proposing not to refund any further amounts through rider D in 2018.

However, Enbridge will not have reflected the full tax deduction impact of the $379.8 million refund by the end of 2017, and that's because the tax deduction impact was included in allowed revenue on an annual basis on the assumption that the $379 million refund would happen over five years, not over four.

So there's a remaining $11 million credit to ratepayers and Enbridge is -- the settlement agreement reflects the agreement that it's appropriate to include that refund amount within the CDN SADA, so that on an overall basis, there's expected to be a refund to each customer class when the account is cleared.

MS. FRANK:  Just so I -- I am going to state what I think I heard, and then you correct me if I have got it wrong.

Originally when you dealt with the tax, you included in the revenue requirement, the allowed revenue requirement dealt with the tax at that point in time.  It wasn't in a separate rider; it was in the revenue requirement.

And now you are proposing not to include this change in the revenue requirement, but to put it into a variance account.  Is that right?  Did I get that right?

MR. STEVENS:  That's right.  For the final year, all items related to the site restoration cost refund will be dealt with together, and recorded together in the deferral account.

MS. FRANK:  But there would have been an option to change the revenue requirement for the tax knowing the amount that you anticipated it to be, right?  So you could have changed the revenue requirement?

MR. STEVENS:  The revenue requirement -- the tax -- the revenue-requirement impact of the tax deduction is not changing.  It was --


MS. FRANK:  It could have been, is what I am asking.

MR. STEVENS:  But it doesn't need to change, it was set on a forecast basis for five years based on a $380 million refund.  So Enbridge is not changing the amount of that tax deduction impact for 2018.  It's simply reflecting it within the deferral account rather than within allowed revenue.

MS. FRANK:  But I am asking could it be reflected in allowed revenue.  Not what are you planning, it's what is possible.  So since it was originally part of revenue requirement could it now be part of revenue requirement?

MR. CULBERT:  Good day, Member Frank.  Maybe I can get some clarification.  Are you asking if we can change the amount of tax deduct versus what --


MS. FRANK:  I am asking if you can change the revenue requirement to reflect the change in tax.

MR. CULBERT:  Well, as Mr. Stevens pointed -- it was originally intended to be part of allowed revenue, and with the true-up of the SRC amounts that we have noticed have been returned to customers by the end of the year the proposal is to put it into that account along with the other true-up such that there isn't an amount being recovered from ratepayers and an amount being collected from ratepayers, so it could be treated in either place, but the reason we are putting it into the deferral account so that there a true-up and only credits going to customers rather than debits and credits going to customers.

MS. FRANK:  But there would have been a possibility to actually reduce the customer's bill in 2018 if you had've proposed dealing with it as part of revenue requirement in 2018; do I have that correct?

MR. STEVENS:  The rate impact, you are quite correct, would have been smaller had that tax deduction amount been included in allowed revenue.  The bill impact on an overall basis in 2018 is going to be the same.  Enbridge's proposal is that the full balance of the CDN SADA will in fact be refunded.  The plan is it will in fact be refunded to customers before the end of 2018.

So over the course of the year ratepayers will find themselves in the same spot.

MS. FRANK:  So it's truly a change in treatment that you are proposing for how you have dealt with the tax and a timing issue.  Those are the two, change in treatment and timing?

MR. STEVENS:  I think that's fair.

MS. DUFF:  Just following up on that, the notices that were filed at the beginning of this proceeding today, one of them was the notice on the rate-setting framework.  So the utilities have asked to defer a full review of their costs for ten years, so the rates, the base rates, this year potentially could persist for ten years, according to the rate-setting framework.

With that context I am just wanting to understand this tax implication and that you could deal with it either way.  Is it really the same?  You know -- so I have got a revenue requirement for two-18 with taxes that aren't necessarily correct.  Is it really the same to adjust rates for that tax or put it in a deferral account?  Because those rates could persist if your rate-setting framework is approved for ten years.

MR. STEVENS:  For 2018 purpose it's the same.  I take your point that going forward base rates will reflect, subject to any adjustments that are made, whatever happens in this case, but you will have noticed that within the rate-setting applications made by AMALCO on a go-forward basis, there are requests or there are proposals to make certain adjustments to base rates, so it would be the case that if this change wasn't made here in terms of taking out a tax-deduction impact for -- related to a refund that's ended, if that change wasn't made here, then it would most likely become the subject of discussion in the next proceeding.

MS. DUFF:  Thank you.

MS. FRANK:  Let's move on to my final question in the revenue-requirement piece.  And this relates to the pension and the 2018 accrual and cost changes associated with pension.

And I actually found the answers to BOMA 29 very helpful in terms of what was happening, and I want to follow up on some of that.  Do you want to turn up BOMA 29?  Up to you.  I will give you a minute.

Okay.  So in part B you summarized the anticipated funding reforms and indicated there were three types of changes that you thought were coming.  And what I wanted to understand is the nature of these reforms, what would they do to funding requirements.  So start with the shortening of the amortization period.  What does that do to funding requirements?

MR. STEVENS:  I apologize, Member Frank, I don't think that we could be completely certain of giving you a complete answer to that.  We can endeavour to get the answer as quickly as possible from the treasury department and from Enbridge's pension expert, but as we sit here today we don't want to misspeak.

MS. FRANK:  Okay.  Well, let me go through my questions --


MR. STEVENS:  Sure.

MS. FRANK:  -- and you can decide at the end of it how many you might need to take or even if it's necessary.  So let's move on.

On a similar page it talks about the solvency funding going to 85 percent rather than 100 percent.  A similar question:  What does this do to the funding requirements?  Do you want to try that one, or no?

MR. STEVENS:  Again, Member Frank, we think we know the answer, but we don't want to misspeak.

MS. FRANK:  That's fine.

So going to another interrogatory response, it's Schools 10, and there's a sentence in there that left me a little bit confused, so I am just going to read this out.  It says:

"Had lower forecast accrual and higher cash-based amounts been utilized, it would have resulted in a decrease of 6.5 million to the forecast 2018 revenue requirement allowed revenue and gross deficiency amounts."

So I struggled with the "had the new numbers been used it would have resulted in", and when I read a question like that, the statement implies that it wasn't done, and that's my confusion.

What actually was done with the forecasted lower accrual and higher cash balance?  Was it in '18 or not?

MR. STEVENS:  My understanding of the answer in SEC number 10 is that Enbridge did reflect the impact of -- the expected impact from the legislative changes and information's been provided in this response stating what the forecast would have been had the anticipated legislation been ignored in the forecasting process.  I take that from nine lines down, the --


MS. FRANK:  Right.  So you are saying if it had
been -- so what you've included increased the revenue requirement; is that -- I am going to use the opposite of what's here, so -- because you did include it, so was the result an increase in the revenue requirement?

MR. STEVENS:  I believe what the answer is saying is had the legislative changes been ignored, then there would have been a lower cash-based contribution, which would have had the impact of reducing tax credits and therefore the revenue requirement would have actually gone up.  In the near term, my understanding is a cash contribution may actually reduce revenue requirement because of the immediate tax benefit, something like an IT investment, I suppose.

MS. FRANK:  I will go back and check the evidence, but you are saying the cash deduction has been lowered in the new -- the cash contribution has been lowered in the new …

MR. STEVENS:  That's correct.  That's how I read SEC number 10, as stating that the actual forecast is $26.92 million, whereas without the legislative changes, it would have been $44.6 million.

MS. FRANK:  Okay, and where are you finding that?

MR. STEVENS:  About halfway down the answer to SEC number 10.

MS. FRANK:  Oh, yes, okay.  It says the cash amount forecast higher versus -- so the higher number is what you -- by adding it in, the higher number is in, right?  If it wouldn't have been added in, the lower number would -- it's the direction of these things I am struggling with.

MR. STEVENS:  Well, it's confusing in the sense that higher contributions is lower revenue requirement.  But I believe what SEC number 10 is saying is that without the legislative changes, Enbridge would have had a higher cash contribution.

MS. FRANK:  It's the "without" part that I am struggling with, but I am going to let it go.

MR. STEVENS:  Thank you.

MR. RUBENSTEIN:  If I can just add some clarity.  From what I understood, the rationale for the increased cash payments equalling a lower revenue requirement is because the only adjustment that is made to the revenue requirement within the custom IR is the taxable amount.  So it is that why -- that's why there is sort of a disconnect there.

MS. FRANK:  Yeah, I understood that part.  My problem was what was the new regulation doing; that was my challenge.

So let's actually move to the anticipated legislation.  So back on BOMA 29, question D, you had some suggestions as to where this was at and when we might see it.  So some time has elapsed, and maybe you could update us.

Where is that legislation at today?

MR. STEVENS:  The legislation, Member Frank, has been included within Bill 177, which is legislation to implement budgetary measures.  And so it's omnibus legislation of sorts; it has over 30 schedules to it.  One of the schedules relates to pension reforms and it does indicate the changes that have been expected in Enbridge's evidence.

That, when I looked last last week, that legislation was at the second reading stage.  But given that it's budget legislation, I think there is a high degree of confidence that it will be passed before the end of the year.

In relation to other parts of that legislation that directly impact the OEB, I note that the Ministry of Energy has actually gone so far as to issue draft regulations that would relate to changes in net metering, which rely upon Bill 177 being passed.

So I think -- all of which is to say I think there is a high degree of confidence that in fact the legislation will pass, and will be in place for the beginning of 2018, as close as that is.

MS. FRANK:  Can you describe your typical, or Enbridge's typical approach to dealing with changes to regulations or legislations prior to -- so in the planning process, when do you normally reflect them?  Do you want until it's a done deal, or do you do as you have done in this case and anticipate the change?

MR. STEVENS:  We are struggling to think of a parallel situation where there has been legislation which is expected but not passed, which impacts on revenue or volume forecasts.

As a general principle, though, I can say that Enbridge uses the best information available at the time when forecasts are prepared to actually put those forecasts together, and this would be an example of using that best information.

There is an extra consideration here, which is that under Enbridge's custom IR model, the forecasts of pension and OPEB costs that are inserted into allowed revenue on an updated basis this year are intended to, and do in fact come from forecasts that are created by a third party expert, Mercers.

And so in this case, Enbridge hasn't applied any independent judgment to decide whether or not this legislation is going to be in place.  Instead, it has asked Mercer to prepare its customary report, including Mercer's best forecast of the accrual and cash based costs.  Mercer has done that and Mercer, within that forecast, has forecast its expectation that this legislation will be in place.

MS. FRANK:  So it's not Enbridge's expectation; it's Mercer's expectation that the legislation will be passed?

MR. STEVENS:  Yes, Enbridge has no reason not to expect this, but the forecasted costs come from Mercers.  So you are quite right that it's really their expectation that's most important in putting together these numbers.

MS. FRANK:  And I assume from your last answer that during this custom IR period, there has not been another time when you have anticipated a change for one of the custom years.

MR. STEVENS:  We don't have any recollection that there's been a legislative change that's been pending but not passed that has impacted on forecasts.

MS. FRANK:  You could have had an alternative for the pension impact, given that you have a variance account that tracks the difference.  Is that true?  You could have actually just allowed any change that happened, in terms of the new regulations and legislations, to materialize in actuals and pick it up in the variance account.

MR. STEVENS:  That's right.  But that wouldn't fit with the notion of using the best available forecast at the time that revenue requirement is set.

MS. FRANK:  It's a matter of how do you deal with legislation that hasn't been passed.  It is a generic question.  Should one use your forecast of what the government might do, or do you want until they have done it.

MR. STEVENS:  Well, that's right.  But I this that's perhaps -- more broadly, that's an issue that one will always confront in forward ratemaking if one's making -- setting rates and setting revenue requirements based on expectation of what's going to happen in the future.  And of course, there may be steps to come between now and the future.

MS. DUFF:  I am going to ask my same question.  What about the ten-year deferred rebasing period?  Should we consider that when we are thinking of this issue and setting it for 2018?

MR. STEVENS:  Again, I think it's a fair observation that whatever is in base rates at the end of 2018 reflects, subject to any base year adjustments, the jumping off point for future years.

That being said, it's Enbridge's view that the pension costs for 2018 ought to reflect the most recent expectation of what those costs will actually be.

MS. DUFF:  Thank you.

MS. FRANK:  In the variance account that's associated with tracking the difference between the actual pension cost and what's in the approved, this account has been around for several years.  That's correct?

MR. STEVENS:  Um-hmm.

MS. FRANK:  Okay.  However, this time a change is being proposed, and that change relates to adding the cash amounts; previously, it only reflected accrual amounts.

So what I am wondering is have cash amounts not varied from forecasts in the past?  Why this change at this point?

MR. STEVENS:  You're correct that this is a change and in the past, the variances related to the cash based amounts have not been recorded and cleared through the PTUVA.


I think the difference this year is that there is an expectation that should the legislation not be passed and implemented, the differences could be significant.  And that's why the proposed change is being made to the parameters of the account.

In the past, the expectation and I understand the experience has been that the actual cash-based amounts have tracked pretty closely to what Mercer has forecast each year, but this year we know that if a certain expected event doesn't happen, if the legislation is not in fact put in place, then there would be a much more significant variant -- variation between the impacts of the forecast cash amount and the actual cash amount.


And so that's why the settlement agreement reflects the parties' endorsement of expanding the scope of the account.

MS. FRANK:  This expanded scope would actually -- if you had not made the anticipated legislation change, the variance account would have picked up the difference and Enbridge would have been held whole; right?  You didn't have to make the change in terms of being held whole; is that true?  The variance account does it for you.

MR. STEVENS:  The change to the wording of the variance account would be necessary to keep Enbridge whole, because -- but --


MS. FRANK:  Keep it whole either way, is it?

MR. STEVENS:  That's correct.

MS. FRANK:  Okay.  That was my point.

Finally moving on to deferral and variance accounts -- and I don't have much in this area.  So actually, we notice that it's Enbridge's practice to, each year, ask for approval of all of its variance accounts.  And really, the change is primarily the time period.  There's not much change in terms of purpose or description.  It's just time period.

So what I am wondering is why does Enbridge take this approach of annually getting all of its variance accounts approved rather than having a generic description that covers many years?

MR. STEVENS:  I think, Member Frank, that's just a quirk of history, that that's what Enbridge has been doing for a number of years, and it's certainly something that we were talking about we expect could be raised in a subsequent proceeding, where a model and approach for future years is being set for Enbridge.

It does, as pointed out in Board Staff's submission, it does add an administrative step that theoretically wouldn't be necessary, assuming that all that's changing on an account in any particular year is the time period.

MS. FRANK:  Right.  How many variance accounts and deferral accounts does Enbridge have?

MR. STEVENS:  I know that they are listed at D2-1-1.  Our back-of-the-envelope guess is 25 or so.

MS. FRANK:  That's kind of what I thought it was as well.

So when we look at what's changing this time around, I thought there were two changes.  It's the new greenhouse gas emission customer and facility cost variance account, as well as the post-retirement one that we just spoke about.  Those two changes are being made.

Are there other changes to the deferral and variance accounts?

MR. STEVENS:  There is a second pension-related account that's being established in response to a recent OEB report, and it tracks the differences, as I recall, between the amounts recovered in rates versus cash-based contributions.  It's an asymmetrical account whereby if a utility is recovering more in rates than it's contributing then carrying costs may be credited to ratepayers.  That's new.

The scope of the GGEIDA, the greenhouse gas emissions impact deferral account, has changed slightly from last year, and that's in reflection of the Board's direction in the 2017 cap and trade compliance proceeding.

And of course, there is the change to the PRTUA, the post- retirement -- it sounds like I am sneezing -- the post-retirement true-up account is changing pursuant to the settlement proposal.

The two other cap and trade accounts that you have mentioned, Member Frank, are actually being requested within the cap and trade proceeding, not within this proceeding.

MS. FRANK:  Okay.  So would it be fair to say that there is 20-plus variance accounts that really are of an ongoing nature that would not have to have this annual update if we just made them ongoing?

MR. STEVENS:  Yes, that's fair.

MS. FRANK:  Okay, since this is a very mechanical type change that one would have to do, you know, it's just taking out the word 2018, maybe adding one sentence, could you say how much effort it would take to make this kind of -- I am looking for an efficiency here, and I am always of the mind if you can do it today why wait for tomorrow.

So how much effort would it take to make this kind of change?  How much time?

MR. STEVENS:  Just to make sure that we're understanding the question, are you asking what effort it would take to make amendments to the current accounting order to effectively reflect a practice where these accounts are now being approved on an indefinite forward basis?

MS. FRANK:  Yes, that's it.

MR. STEVENS:  I don't think that there would be very much effort to simply take out the references to particular years.  We'd, of course, have to go through each account and just make sure that none of them have any years actually listed in them where the reference to the date actually has to stay in there.

Two accounts do jump to mind that way that relate to replacement mains and replacement services, or relocations.  They were specific to 2017 and 2018.

MS. FRANK:  Okay, that's helpful information, thank you.  And I am finished.

MR. STEVENS:  Sorry, Mr. Culbert quite properly points out to me that when we are speaking about making a change like that we are simply providing our own perspective on that.  I don't mean to speak for Board Staff or my friends, the intervenors.  This wasn't a subject of discussion during our settlement proposal, and it's not something, frankly, that there's been any dialogue on, so I don't -- I don't want to suggest that I am speaking for anybody except Enbridge.

MS. FRANK:  No, and I wasn't expecting you to do that.  I was just looking for a time frame, an amount of effort, if the Board wanted to consider that.

MS. DUFF:  Hi, I have a few questions.  My questions are all around context of this settlement proposal.  So last year I was on the panel as well.  It was your EB-2016-0215 proceeding, and in that case there was a similar process.  You filed an application, there was a settlement proposal, the Board held an oral hearing and approved the settlement proposal, but the Board actually did one more thing, because in the settlement proposal there were these five commitments, and that panel chose to kind of bring them out and actually make them directives of the Board; do you agree with that?  Was that your recollection?

MR. STEVENS:  It is my recollection, thank you.

MS. DUFF:  So the way that worked is the Board made them five directives for Enbridge to carry out.  You filed this -- Enbridge files this year's application and in section A are prior Board directives and showing that Enbridge met those five commitments.  Is that correct?

MR. STEVENS:  That is correct, except we did expand, Madam Chair, that section to not only include Enbridge's response to Board directions but also Enbridge's response to commitments that it had made in prior settlement agreements, because it hasn't been universally the case that the commitments within settlement agreements have been turned into directives.

MS. DUFF:  And that's exactly where I want to go, okay?  So I look at this settlement proposal, and this time I don't see commitments, I see seven items.  That's the noun that you chose to use?

MR. STEVENS:  It is.  I wouldn't put any particular meaning on that, but that is the word that we chose to use.

MS. DUFF:  And when we look at these seven items, you are asking the Board to approve them.  Are you asking us to accept them, are you asking -- would you want the Board to -- well, let's just leave it at that.  Are you asking the Board to accept them?

MR. STEVENS:  Again, speaking from Enbridge's perspective, I think we are asking the Board to approve the settlement agreement as a whole.  These are commitments that Enbridge has made -- in the most part Enbridge has made commitments to other parties, but they are made as a matter of contract, and Enbridge -- other parties can hold Enbridge to those commitments.

If the Board feels that it's more forceful to include the appropriate items as directions, that's certainly not concerning for Enbridge.  But, in my submission, neither is it entirely necessary.

MS. DUFF:  I guess the reason -- look at it this way. What if Enbridge doesn't follow through on one of these commitments?  And I notice that a few of them actually extend beyond December 31st, 2018.  So how does that work?

Let's say you contract with Union for two years; what happens then?

MR. STEVENS:  In my view, should Enbridge do something that goes beyond this commitments, then Enbridge puts itself at risk of adverse consequences in the future.

MS. DUFF:  But the rates would already been approved for 2018 based on the settlement proposal, and then a subsequent event makes that settlement proposal --


MR. STEVENS:  If we take, for example, the scenario you have just raised, where Enbridge decides to contract with Union Gas for two years for incremental storage, no panel of the Board has made any determination at this point about Enbridge's 2019 gas costs.  So it would be open for debate within a 2019 proceeding whether the associated costs that Enbridge was incurring for the second year of an incremental storage contract with Union would be properly included within gas costs and allowed revenue for the subject year.

MS. DUFF:  But what is the advantage in the public interest to approving actions, contracting practices beyond 2018?  Why are we looking at that in this proceeding?

MR. STEVENS:  I certainly don't want to get into areas of settlement privilege, and talk about actual discussions that have happened.

What I can say is that Enbridge was comfortable with the range of commitments being made within this settlement document as representing things that are fair, appropriate and acceptable for it to govern itself going forward in the interest of being able to achieve certainty and settlement of rates for 2018.

I don't think that there is anything in these commitments that flies against the public interest.  But I take your point that if we are confining ourselves to the narrow question of what's the public interest in 2018, some of these items do go beyond that.

MS. DUFF:  And what if I am a new party.  I am a new customer in 2019 and I want to get involved with Enbridge's proceedings in front of the OEB.  There may be some issues that have already been decided in 2017 by the group of individuals that were in the room for this settlement proposal.

Is that a possibility?  I am a new gas supplier, no -- I want to be a new gas distributor, I am a new customer.

MR. STEVENS:  In my view, none of the determinations being made in this case bind decisions that would be made by the regulator in future years.  There are some things that bind Enbridge to take certain actions and put certain things before the regulator in future years, but nothing is -- nothing purports to be a determination that necessarily has impact beyond the end of 2018, in terms of an irreversible determination.

MS. DUFF:  Could some of these issues be characterized as Enbridge engaging with their customers, and maybe filing a more informed application in the future?  That's what you do rather than writing them in 2017 in a binding settlement proposal that's being approved today.  Is that an accurate comparison?

MR. STEVENS:  There certainly are some items in here that could be construed as customer engagement, and Enbridge could do in the future.  Again, I think settlement agreement represents the collective position of all the parties.

So as I sit here on behalf of Enbridge, I don't think I am able to suggest or agree to alternate approaches that might be taken, because I am going beyond what the people involved in the settlement process have committed to.

MS. DUFF:  I appreciate that. I have some really specific questions, if you want to turn to page 10 and 11 regarding the rider D account, the CDNSADA.

I am a bit confused about what this Panel is being asked to approve.  So we would be approving an accounting order for this new account, and the costs that go into the account are being decided  -- like yes, you are going to put the tax implications in, and you are going to put stopping the rate rider.

But the clearance methodology, the parties have decided that now is the time to determine the process by which this account would then be cleared?  Are we approving a process by which parties in this proceeding will determine the cost allocation?

MR. STEVENS:  That's right.  The parties to the settlement agreement are asking that this Panel will have the role of either approving a settlement between the parties about the proper disposition methodology for this account, or alternately, hearing this as an issue if the parties can't come to a determination.

MS. DUFF:  Will that happen three months from now, four months from now?  When is this going to happen?  Is this Panel still seized base on this settlement proposal?

MR. STEVENS:  Through the settlement proposal, we are asking this Panel to remain seized of this one issue --


MS. DUFF:  And cost awards?

MR. STEVENS:  -- to determine this issue.  Enbridge certainly wouldn't be opposed to cost awards continuing in the same manner as up to this point, and making this a cost-eligible item.

As to whether there would be a necessity for interim cost awards, I think I would let my friends speak to that.

MS. DUFF:  So this hearing just keeps on going then until, I guess, we'll know when you file your 2019 -- no, I guess we will know when you file your DBA application for 2018.

MR. STEVENS:  The suggestion in the settlement proposal, at the very end of the discussion about the clearance methodology found -- one place it's found is towards the bottom of page 11 -- is that parties will inform the Board when there is a resolution of the clearance methodology.  However, if there is no settlement by March 1st of next year, the parties will so inform the Board and we will request an appropriate hearing process to determine that item.

MS. DUFF:  So the parties are going to request a hearing process with the Board?

MR. STEVENS:  That's right.  In the event that there is no settlement, then the parties would request a hearing process.  I think it's premature at this point to indicate whether it would be a written hearing or an oral hearing, and that's why we have remained silent on that question in the settlement proposal.

MS. DUFF:  Enbridge is planning to file an application next year, like you do every year regarding your deferral and variance accounts, in which the balance is approved and there is a process in which they are reviewed and the cost allocation is determined.

But that's not going to be the process for this account; this account will be different, right?  So when you file that application in 2018, this will already have been decided in a separate process.

MR. STEVENS:  That's right.  The parties have indicated that it's important to them that all issues around the final disposition of the site restoration cost refund all be determined within this same proceeding.

And so that's the basis for this proposal, that the final question around the allocation methodology will be determined by this Panel.

MS. DUFF:  The site restoration cost, I take it, is a significant issue, because different customer groups are affected by the way this rate rider has been collected; is that not true?

MR. STEVENS:  That's right.  There were interrogatories filed in this case which show that there could be a variety of perspectives around how any remaining balance should be allocated between customer classes.

MS. DUFF:  And those perspectives, I take it, were all represented in that settlement proceeding.

MR. STEVENS:  To my knowledge -- and my friends can speak to this, but to my knowledge there is somebody who would be able to say that they are a representative of each of Enbridge's rate classes.

MS. DUFF:  Not as a designated head of -- I am, you know -- this rate class and I can speak on behalf of it, but I am a customer group that is billed --


MR. STEVENS:  That's right, certain customer groups would be able to say that they represent many, most, or all of the members of each of Enbridge's various rate classes.

MS. DUFF:  And what assurance can this Panel take -- let's say you have an ADR session and you come to agreement, and then you are saying this Panel, which is still seized, would then -- could accept it or not accept it at that point?  Because we have already approved the process, I thought, in this one, so what happens then?

MR. STEVENS:  In my view -- and again, I haven't spoken about this with my friends, but in my view the proposal that would be put before the Board as to the allocation methodology would be treated as any other settlement proposal, in that it would be subject to review and approval by the OEB, by this Panel in this case.

MS. DUFF:  Well, the difference is that this proceeding continues, right?  Versus having it -- this deferral and variance account brought before as an informed application in two-18, because you will have conferred with your customers about what they would like, and you could file an application that you would feel would have a good chance of support, because you have conferred with your customers.

MR. STEVENS:  Again, I mean, I can only reflect the agreement that has been reached in this case, but I think I can provide some assurance that there are informed and instructed representatives for each of the rate classes who will be involved in the resolution of this matter or, failing that, the litigation of this matter, such that the Board can be comforted that it is truly hearing the views of Enbridge's customers who will be impacted by this question.

MS. DUFF:  Okay, thank you.  Those are the end of the Panel's questions.

Were there any other parties in the room or online that wanted to make a comment?
Submissions by Mr. Rubenstein:


MR. RUBENSTEIN:  If I could just make a comment to some questions you asked earlier about the commitments in the agreement and what the Board is being asked to approve and all that.  I make just a couple comments.

First, commitments like that are quite common in settlement agreements before this Board, and I think they provide, even if they are slightly broader than some of the relief sought in the specific application, provide for settling and providing comfort to many of the parties.

I'd also note that you asked a question, Madam Chair, about what if another customer comes next year to this proceeding.  I note none of the approvals -- or none of the commitments that Enbridge has made would prejudice their position in any certain proceeding; in fact, they act more as limiting principles of what Enbridge could do or not do if it needs to seek approval for the Board with respect to if it comes to the NEXUS contract or for the contracting with Union, sort of limiting the duration, all those sorts of thing, I would say benefit customers.

MS. DUFF:  Anyone else in the room?  Anyone on the line?
Submissions by Mr. Quinn:


MR. QUINN:  Madam Chair, this is Dwayne Quinn on behalf of FRPO.

MS. DUFF:  Yes, Mr. Quinn.

MR. QUINN:  You had asked a question about the storage, and I wanted to add that it is generally speaking normal practice for utilities and some market participants to contract for storage for multiple years.  In doing such an act, it is in the public interest to ensure that the contracts are managing the needs for utility, managing the needs of the customers, by contracting over a multiple-year period, but given -- and you've referred to this a couple of times.  Given the context of the acquisition of Spectra by Enbridge Inc., the parties were actually agreeing to commitments that would ensure affiliate transactions made in the interim are made in the public interest.  We don't have a gas supply forum to hear a number of these issues as of yet, so this was our attempt to try to provide public-interest-based process such that the Board would have that comfort.

MS. DUFF:  Okay, thank you, Mr. Quinn.

Is there anybody else on the line that would like to add a comment?  The Panel plans on breaking to confer, but just before we do I just wanted to know if there's any other comments.

MR. STEVENS:  There were two questions left over from Member Frank about pensions, and we will endeavour to get the answers for you as quickly as possible and provide them on our return.

MS. FRANK:  Fine, thank you.

MR. VELLONE:  Madam Chair, one final comment.

MS. DUFF:  Yes, Mr. Vellone.
Submissions by Mr. Vellone:


MR. VELLONE:  There were some questions you were directing to my friend around some of the commitments made in the settlement agreement that aren't necessarily in the four corners of the order that the Board would be making for this year.  I would make a simple observation, which is that the Board's rate-setting power clearly specifies that the Board is not bound by the terms of any contract, including the settlement agreement between the parties, to the extent that helps.

MS. DUFF:  Thank you, Mr. Vellone.

The Panel is going to break for at least a half an hour.  Stay tuned.  I will ask Mr. Millar to let parties know where we are and how long it will take, but obviously there has been a lot of information.  Thank you very much.  You have been very helpful, Mr. Stevens, everybody has, and we just need to confer and digest what's been said.  So we are going to take a break, and we will be back at 11:30 unless otherwise notified.
--- Recess taken at 11:02 a.m.

--- On resuming at 11:48 a.m.
DECISION


MS. DUFF:  Please be seated.  So the Panel has conferred and we have reached a decision.  The Board rejects the settlement proposal as filed.  We cannot accept certain conditions and terms that are contained within it.

First, we will organization our concerns into different categories, one being the 2018 revenue requirement, and a second area of concern regarding the seven items that were listed.

In listening to what the Board is about to say, you should know that we will provide parties a very limited window in which you can reconsider and file an amended settlement proposal.

First, let's talk about the 2018 revenue requirement, the actual calculation that will go into base rates for 2018.  The Board does not accept adding the new variable to the model.  We find this to be a change to the methodology within the custom IR term.

Two, the pension should be based on actual legislation, and not on an expected assumption that has yet to happen.  The Board does not want to set rates based on undetermined factors on when and how the pension legislation will change.

Third, the tax impact of rate rider D.  The Board would like that reflected in the revenue requirement for 2018, rather than being deferred in a deferral and variance account.

The concerns we have with respect to the seven items that were listed in the settlement proposal is that we find them not acceptable.  To the extent they extend beyond December 31st, 2018, they potentially bind a future proceeding and a future panel.

The Board is confident that these issues could be dealt with in a future panel, in a public process that involves all the parties that are interested.

Looking at the seven items that were presented in the settlement proposal, there are three the Board does not accept and will not consider.  The second one related to storage, item number 5 related to NEXUS, and item number 7 related to the process regarding the CDNSADA.

The Board is not opposed to a deferral account being established, but it's the process that would therefore require this proceeding to be ongoing that we take exception to.

The parties have -- we will provide for 48 hours to find out if there is an agreement among the parties that a revised amended settlement can be filed.  That will be Wednesday, December 6th, at 4 p.m.  There will be no oral presentation day if a new settlement is filed; the Board will make its decision at that point.

If parties are unable to reach an agreement within the 48 hours, we ask that Enbridge please inform us in writing, and the Board will then set up a written process for submissions and then a final decision from the Panel.

As part of the revised settlement, the Board would also ask that the accounting orders be resubmitted removing, where appropriate, the December 31st, 2018, date as an end date, the objective being that these accounting orders could persist over time and do not end with that fiscal year.

I have a few questions, Mr. Stevens, regarding Enbridge's processes and -- from a billing perspective in order to meet January 1st, rates.

Did you have any questions on what I have said, before I get into that?

MR. STEVENS:  Madam Chair, when you speak of a revised settlement proposal being filed within two days, would that include the possibility for a partial settlement?  In other words, something that would scope what remains unsettled?

I mean, for example, within this settlement agreement here, there are quite a number of things that aren't the subject of the comments you've just made and that might not need to be litigated within a written proceeding.

MS. DUFF:  I think Board's objective, and the reason we are giving the opportunities for the parties together is because we think that would be efficient from a timing perspective.  So we have been clear about what our objections are.

I mean, we could simply go to submissions.  But if there is an opportunity to settle some of the issues, thereby reducing the scope of the written submissions, I think that would be efficient and I think that would be acceptable to the Panel.

MR. STEVENS:  Thank you.

MS. DUFF:  The original request was that the Board reach a decision by tomorrow, so that the base rates could be finalized and incorporated into the QRAM application that Enbridge is filing with us for January 1, 2018.  I don't think that's going to happen.

But the Panel is asking Enbridge what is the last date you would need a rate order from this Board and as a result of this proceeding in order to meet that January 1 date.  I don't know if there are billing considerations and what type of factors you need to consider.

MR. STEVENS:  We'd have to confer with the rate design people to confirm whether there's more latitude than we think.

But based on what we understand now, the 2018 rates would become part of Enbridge's QRAM application which is set to be filed this coming Friday, the 8th of December.

So we don't think that there's much latitude to receive a Board decision certainly after that date, and presumably Enbridge would be looking for the rate determination at least, hopefully, two days before that date.  So it doesn't give us very much time to play with.

MS. DUFF:  So let me restate what I think I heard.  A Board decision on 2018 rates rendered on December the 18th is too late?


MR. STEVENS:  That's right, in order to be approved by the Board and implemented into rates for January 1st, it would not -- we don't believe that that would be possible.  The new rates would be implemented as part of a QRAM application at any time, so that's once a quarter.

MS. DUFF:  Does it have to be part of a QRAM?  I mean, we are talking about the gas cost versus things like volume and base rates.  Why does it have to be a quarterly coupling?  Do you want to just think about that for a second?  Would February 1, 2018, be an option that could be accommodated?

MR. STEVENS:  It's a very fair point, and we will talk to the rate design group and confirm whether that's the case.  We don't offhand -- we don't see any reason why that couldn't be accommodated.

MS. DUFF:  Okay.  And maybe you could respond to the Board in writing regarding any information you have regarding constraints and ability to have a January 1 rate and a February 1 rate in 2018.

MR. CULBERT:  Certainly we can do that.

MS. DUFF:  I guess the third alternative is the second quarter QRAM.

MR. STEVENS:  Right.  But assuming that that would be possible in any event, we will speak to January 1 and February 1.

MS. DUFF:  Thank you very much.  Are there any other questions?  Anybody on the line regarding understanding the Board's determinations today?

Okay, thank you very much.  Thank you to the hearing clerk.  I appreciate all the information.

This hearing is adjourned.
--- Whereupon the hearing adjourned at 11:58 a.m.
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