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Exhibit A – 2016 IRM Application, October 1, 2016 to September 30, 2017 1 

A-Staff-1 2 

Ref: Exhibit A / Page 4 3 

On August 9, 2016 Natural Resource Gas Limited (NRG) filed a rate application 4 

(EB-2016-0236) for the period October 1, 2016 to September 30, 2021. The 5 

application for the period October 1, 2016 to September 30, 2017 was on a cost-6 

of-service basis and for the remaining years, the proposed rate-setting approach 7 

was based on the OEB’s 3rd Generation IRM framework for electricity distributors. 8 

The application was placed in abeyance at the request of NRG pending the sale of 9 

NRG’s distribution system assets to EPCOR Natural Gas Limited Partnership 10 

(EPCOR). The OEB approved the transfer of the distribution system (MAADs 11 

Application, EB-2016-0351) to EPCOR on August 3, 2017 and the transaction 12 

closed on November 1, 2017. 13 

a) Considering that NRG filed its cost-of-service application two months prior 14 

to the effective date of October 1, 2016, why does EPCOR presume that an 15 

effective date of October 1, 2016 is appropriate? 16 

b) The transaction to purchase NRG’s distribution system closed on 17 

November 1, 2017. In other words, EPCOR starting managing the natural 18 

gas utility as of November 1, 2017. Why is EPCOR seeking an adjustment to 19 

rates for the period October 1, 2016 to October 30, 2017 considering that it 20 

did not own the distribution system assets during that period and did not 21 

incur any operating costs to manage the utility? 22 

c) Please provide revised bill impacts and rate adjustments for 2017 23 

(November 1, 2017 to September 30, 2018) and 2018 (October 1, 2018 to 24 

December 31, 2019) assuming that EPCOR is not permitted to adjust rates 25 

for the period October 1, 2016 to October 30, 2017. 26 

Responses: 27 

a) It is EPCOR Natural Gas Limited Partnership’s (EPCOR) understanding that 28 

Natural Resource Gas’s (NRG) timing related to filing the EB-2016-0236 was 29 

driven in a large part by the time required to complete the System Integrity Study 30 

which examined the technical and engineering aspects of its system and 31 

conclude on the gas required to support system integrity (“Study”). The draft 32 

Study was not released by the consultants until January 2016 (per the evidence 33 

NRG filed in EB-2016-0236). NRG had been directed to complete and 34 

incorporate this Study into their filing.  35 
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The Minimum Filing Requirements included in the Natural Gas Distribution Cost 1 

of Service Applications dated November 20, 2005 under which NRG filed EB-2 

2016-0236 did not provide guidance on the filing date and effective date of rates. 3 

Guidance has been included in the Filing Requirements for Natural Gas Rate 4 

Applications dated February 16, 2017. Considering the timing of the Study results 5 

and the lack of guidance provided during the time in which NRG filed its 6 

application, an effective date of October 1, 2016 seems appropriate. 7 

Subsequent to the filing date of EB-2016-0236, on September 28, 2016 the 8 

Board approved NRG’s request for the distribution rates effective October 1, 9 

2016 to be declared interim which allowed (but not required) the OEB to 10 

retrospectively adjust rates back to this date. 11 

Given these circumstances, EPCOR feels that implementing inflationary 12 

adjustments from the effective date of the interim rates is appropriate.  13 

b) Through the purchase transaction EPCOR acquired all of the assets and specific 14 

liabilities of NRG which made up the natural gas distribution utility. The timing of 15 

the transaction also resulted in EPCOR assuming responsibility for NRG’s rate 16 

application (EB-2016-0236) and associated commitments. The utility was 17 

managed and incurred operating costs prior to the transaction close, for which 18 

EPCOR believes the utility should receive compensation regardless of the 19 

change in ownership. Furthermore, the utility continued to experience cost 20 

increases as a result of regular unavoidable annual inflation. EPCOR’s 21 

underlying operational cost structure is not significantly different from NRG’s and 22 

implementing the proposed adjustments covers the annual inflationary increases 23 

the utility has experienced over these years and ensures rates set for the future 24 

years of the Application account for such inflationary adjustments. 25 

c) The following tables provide revised distribution rates and bill impacts details for 26 

2017 (November 1, 2017 to September 30, 2018) and 2018 (October 1, 2018 to 27 

December 31, 2019) should EPCOR not be permitted to adjust rates for the 28 

period October 1, 2016 to October 30, 2017.  29 
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Table 1 – Current Distribution Rates1 

 2 

Table 2 – Revised Distribution Rates for November 1, 2017 to September 30, 20183 

 4 

Table 3 – Revised Illustrative Bill Impact Summary for the period November 1, 2017 to 5 

September 30, 2018 compared to 11 months of billing* at rates in effect in 2015  6 

 7 

*assumed the average annual consumption level of the rate class is consumed equally throughout the 8 

year or season in the case of seasonal rate classes  9 

Rate Group

Monthly  

Service 

Charge

Delivery

First 1,000 

m
3

Delivery

Over 1,000 

m
3

Delivery

Next 

24,000 m
3

Delivery

Over 

25,000 m
3

Delivery - 

Firm

Demand - 

Firm
Commodity

Delivery - 

Int - Lower

Delivery - 

Int - Upper

RATE 1 - General Service Rate - Residential 13.50   16.6067     11.0735     0.0363        

RATE 1 - General Service Rate - Commercial 13.50   16.6067     11.0735     0.0363        

RATE 1 - General Service Rate - Industrial 13.50   16.6067     11.0735     0.0363        

RATE 2 - Seasonal Service - Apr to Oct 15.00   16.4957     9.4826      6.1698      0.0363        

RATE 2 - Seasonal Service - Nov to Mar 15.00   20.7926     15.6960    15.2899    0.0363        

RATE 3 - Special Large Volume Contract Rate 150.00 4.1719    29.0974   0.0363        7.9412      10.9612    

RATE 4 - General Service Peaking - Apr to Dec 15.00   16.4049     10.5218     0.0363        

RATE 4 - General Service Peaking - Jan to Mar 15.00   20.9282     16.9052     0.0363        

RATE 5 - Interruptible Peaking Contract Rate 150.00 7.3275    1 0.0363        5.4612      8.4612      

RATE 6 - Integrated Grain Processors Co-Operative 

Aylmer Ethanol Production Facility 150.00 3.9478    19.1218   7.9412      10.9612    

1 Placeholder rate for average application

Rate Class

Fixed 

Change

Volumetric 

Change

Shared 

Tax Rate 

Rider

Total 

Change $

Total 

Change %

Rate 1 - Residential -$     6.01$          0.24-$         5.78$          1.4%

Rate 1 - Commercial -$     21.80$        0.24-$         21.56$        1.7%

Rate 1 - Industrial -$     45.08$        0.24-$         44.84$        1.6%

Rate 2 - April to October -$     41.81$        2.70$         44.51$        1.7%

Rate 2 - November to March -$     0.93$          2.25$         3.18$          1.4%

Rate 2 - Annual -$     42.74$        4.96$         47.69$        1.7%

Rate 3 -  Special Large Volume Contract Rate -$     370.92$      53.96-$       316.96$      1.3%

Rate 4 - April to December -$     33.68$        1.30$         34.98$        2.1%

Rate 4 - January to March -$     23.42$        0.49$         23.91$        1.1%

Rate 4 - Annual -$     57.11$        1.78$         58.89$        1.5%

Rate 5 - Interruptible Peaking Contract Rate -$     162.52$      14.80-$       147.72$      1.4%

Rate 6 - Special Large Volume Contract Rate -$     24,733.89$ 56.02-$       24,677.87$ 1.5%
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Table 4 – Revised Distribution Rates for 2018 (October 1, 2018 to December 31, 2019)  1 

 2 

Table 5 – Revised Illustrative Bill Impact Summary for the 15 month period* October 1, 3 

2018 to December 31, 2019 compared to rates in effect in 2015  4 

5 
*assumed the average annual consumption level of the rate class is consumed equally throughout the 6 

year or season in the case of seasonal rate classes  7 

Rate Group

Monthly  

Service 

Charge

Delivery

First 1,000 

m
3

Delivery

Over 1,000 

m
3

Delivery

Next 

24,000 m
3

Delivery

Over 

25,000 m
3

Delivery - 

Firm

Demand - 

Firm
Commodity

Delivery - 

Int - Lower

Delivery - 

Int - Upper

RATE 1 - General Service Rate - Residential 13.50   16.8099     11.1621     0.0363        

RATE 1 - General Service Rate - Commercial 13.50   16.8099     11.1621     0.0363        

RATE 1 - General Service Rate - Industrial 13.50   16.8099     11.1621     0.0363        

RATE 2 - Seasonal Service - Apr to Oct 15.00   16.8608     9.4826      6.1698      0.0363        

RATE 2 - Seasonal Service - Nov to Mar 15.00   21.2528     15.6960    15.2899    0.0363        

RATE 3 - Special Large Volume Contract Rate 150.00 4.2456    29.0974   0.0363        7.9412      10.9612    

RATE 4 - General Service Peaking - Apr to Dec 15.00   16.7243     10.5218     0.0363        

RATE 4 - General Service Peaking - Jan to Mar 15.00   21.3357     16.9052     0.0363        

RATE 5 - Interruptible Peaking Contract Rate 150.00 7.3968    1 0.0363        5.4612      8.4612      

RATE 6 - Integrated Grain Processors Co-Operative 

Aylmer Ethanol Production Facility 150.00 3.9794    19.2748   7.9412      10.9612    

Rate Class

Fixed 

Change

Volumetric 

Change In 

2016 IRM

Volumetric 

Change in 

2017 IRM

Volumetric 

Change in 

2018 IRM

2018 

Shared 

Tax Rate 

Rider

PGTVA 

Disposal

REDA 

disposal

Fixed 

Change

Cumulative 

Volumetric 

Change

2019 

Shared 

Tax Rate 

Rider

Total 

Change $

Total 

Change 

%

Rate 1 - Residential -$     -$            6.56$          3.55$           0.26-$       30.98-$          18.00$     -$       2.53$            0.06-$         0.66-$            -0.1%

Rate 1 - Commercial -$     -$            23.78$        12.87$         0.26-$       160.82-$        18.00$     -$       9.16$            0.06-$         97.33-$          -5.6%

Rate 1 - Industrial -$     -$            49.17$        26.62$         0.26-$       401.95-$        18.00$     -$       18.95$          0.06-$         289.53-$        -7.7%

Rate 2 - April to October -$     -$            48.78$        26.40$         3.16$       454.90-$        10.50$     -$       10.74$          0.45$         354.87-$        -10.1%

Rate 2 - November to March -$     -$            0.93$          0.50$           2.25$       16.24-$          7.50$       -$       0.57$            0.90$         3.59-$            -1.1%

Rate 2 - 15 months Oct 1/18 through Dec 31/19 -$     -$            49.70$        26.91$         5.41$       471.15-$        18.00$     -$       11.31$          1.35$         358.46-$        -9.3%

Rate 3 -  Special Large Volume Contract Rate -$     -$            404.64$      219.05$       58.87-$     5,873.84-$     18.00$     -$       155.92$        14.72-$       5,149.81-$     -15.2%

Rate 4 - April to December -$     -$            37.89$        20.51$         1.46$       223.37-$        13.50$     -$       19.47$          0.49$         130.06-$        -5.3%

Rate 4 - January to March -$     -$            23.42$        12.68$         0.49$       212.11-$        4.50$       -$       -$             -$          171.02-$        -7.6%

Rate 4 - 15 months Oct 1/18 through Dec 31/19 -$     -$            61.32$        33.19$         1.95$       435.48-$        18.00$     -$       19.47$          0.49$         301.07-$        -6.4%

Rate 5 - Interruptible Peaking Contract Rate -$     -$            177.30$      95.98$         16.15-$     2,377.88-$     18.00$     -$       68.32$          4.04-$         2,038.47-$     -13.7%

Rate 6 - Special Large Volume Contract Rate -$     -$            26,982.42$ 14,606.49$  61.11-$     544,308.00-$ 0.48$       -$       10,397.23$   15.28-$       492,397.78-$ -21.8%

October 1, 2018 to September 30, 2019 October 1, 2019 to December 31, 

2019
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A-Staff-2 1 

Ref: Exhibit A / Page 5-6 2 

EPCOR has filed three IRM applications to adjust rates covering the period 3 

October 1, 2016 to December 31, 2019. EPCOR has also requested for the 4 

establishment of deferral accounts to record annual amounts for the historic 5 

unrecovered IRM adjustments and the annual historic unrecovered shared tax 6 

changes. 7 

Please explain why EPCOR has requested deferral accounts to address historic 8 

unrecovered amounts as opposed to recovering the foregone revenues directly 9 

through a rate rider. 10 

Response: 11 

EPCOR requested deferral accounts to record the unrecovered amounts for later 12 

recovery based on the approach typically used to capture items which the utility would 13 

then look to recover/return to ratepayers in the future. At the time of filing application 14 

EB-2018-0235 it was not yet certain whether the various Exhibits would form one 15 

proceeding or be split in some manner therefore EPCOR felt that the best approach 16 

was to request the creation of the deferral accounts (in Exhibit A) to allow recording of 17 

the amounts since the request for approval to dispose of the amounts through a rate 18 

rider was part of a separate Exhibit (Exhibit C). 19 

EPCOR is open to eliminating the step of first recording the amounts in deferral 20 

accounts for the historic unrecovered amounts (October 1, 2016 – September 30, 21 

2018). Instead EPCOR would recover the annual historic unrecovered IRM adjustments 22 

and the annual historic unrecovered shared tax changes filed for in Exhibit A and Exhibit 23 

B directly through a rate rider to be effective October 1, 2018.  24 
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A-Staff-3 1 

Ref: Exhibit A / Page 11 / Tables 1 and 2 2 

In tables 1 and 2, EPCOR has provided current rates and proposed rates for the 3 

2017 rate year. In the proposed distribution rates (Table 2), EPCOR has not 4 

adjusted the monthly service charge based on the price cap adjustment factor. 5 

EPCOR has made further adjustments to the volumetric rate in order to account 6 

for the price cap adjustment to the monthly service charge. EPCOR has adopted 7 

this method in subsequent IRM adjustments for 2018 and 2019. 8 

a) Please confirm that under the OEB’s 4th Generation IRM framework, both 9 

the monthly customer charge and the volumetric charge are to be adjusted 10 

based on the price cap adjustment factor. 11 

b) Please confirm if there are any other OEB-regulated utilities that have not 12 

revised the monthly customer charge to adjust rates under the OEB 4th 13 

Generation IRM approach. 14 

c) Please explain the reasons for not proposing a modified monthly customer 15 

charge for 2017 and subsequent IRM periods to account for the proposed 16 

price cap adjustment. 17 

Responses: 18 

a) EPCOR confirms that per section 3.2.1.1of the OEB’s Filing Requirements for 19 

Electricity Distribution Rate Applications, Chapter 3 - 4th Generation Incentive 20 

Rate-setting and Annual Incentive Rate-setting Index dated July 17, 2013, the 21 

annual adjustment mechanism should apply to distribution rates (fixed and 22 

variable charges) uniformly across customer rate classes. 23 

b) EPCOR is not aware of any other OEB-regulated utilities that have not revised 24 

the monthly customer charge to adjust rates under the OEB 4th Generation IRM 25 

approach.  26 

c) EPCOR did not propose a modified monthly customer charge for 2017 and 27 

subsequent IRM periods to account for the proposed price cap adjustment as the 28 

rates proposed were determined by applying the calculations applied by NRG in 29 

its previous IRM applications. NRG had received approval for its incentive rate 30 

mechanism in its last cost of service application, EB-2010-0018.  31 

The current fixed monthly charges were approved by the Board in EB-2010-0018 32 

for the 2011 test year and have not been modified since that time. In its 2012 33 

IRM application EB-2012-0342, NRG’s proposal to change the fixed monthly 34 

charges for all customers was not accepted by the Board. In that proceeding, 35 
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NRG had requested increases to the fixed charges that were above the 1 

applicable price cap adjustment factor and the Board’s decision and order 2 

indicated that NRG’s Revised IRM Plan or 3rd generation IRM for EB-2010-0018 3 

did not allow for such changes to the fixed monthly charges1. EPCOR 4 

understands that NRG interpreted this decision to mean that no increases to the 5 

fixed monthly charges were allowed under the IRM plan approved in EB-2010-6 

0018. Accordingly, in the determination of rates for the Draft Rate Order NRG 7 

removed all adjustments to fixed monthly charges and instead increased the 8 

volumetric charges by an amount required to achieve the price cap adjustment 9 

on the revenue for each rate group.2 The Draft Rate Order was approved by the 10 

Board as submitted. NRG applied the same approach of increasing only the 11 

volumetric charges in order to achieve the price cap adjustment on the revenue 12 

for each rate group in its IRM applications for 2013, 2014 and 2015. The Board 13 

approved the proposed rate adjustments calculated in this manner, finding that 14 

the rate adjustments proposed by NRG were in accordance with NRG’s 15 

approved incentive regulation mechanism3. 16 

EPCOR did not propose a modified monthly customer charge to be consistent 17 

with the practice used in prior years for NRG’s price cap adjustments. EPCOR’s 18 

incentive rate setting proposal for its Price Cap IR application for rates effective 19 

January 1, 2020 will include adjustments to both fixed and variable charges 20 

consistent with the OEB’s 4th Generation IRM framework.   21 

                                                           
1
 EB-2013-0342 – Decision and Order, February7, 2013, page 6 

2
 EB-2012-0342 – Draft Rate Order and NRG Rate Generator Excel file submitted with Draft Rate Order, 

February 12, 2013 
3
 EB-2013-0183 – Decision and Order, August 22, 2013, page 2 
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A-Staff-4 1 

Exhibit A / Page 12 / Table 3 2 

Table 3 shows the deferred revenue recovery for the period October 1, 2016 to 3 

September 30, 2017. In column B, EPCOR has used the current revenue to 4 

calculate the price cap adjustment factor of 1.7%. 5 

Please confirm that the current revenue in column B is calculated using 2015 6 

OEB-approved rates and actual volumes for the period October 1, 2016 through 7 

September 30, 2017. 8 

Response: 9 

Confirmed that this is the calculation of the table, and amended Exhibit A, Table 3 filed 10 

on October 24, 2018 reflects the corrected actual volumes for the period October 1, 11 

2016 through September 30, 2017.  12 
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A-Staff-5 1 

Exhibit A / Page 13 2 

In accordance with the IRM plan approved in NRG’s last rebasing application (EB-3 

2010-0018), changes in income tax are to be shared 50/50 between the customers 4 

and the utility. As part of this application, EPCOR has requested recovery of 5 

$17,051 (50% of $34,103) from customers for 2017, 2018 and 2019. 6 

Please confirm that under the OEB’s 4th Generation IRM approach, any changes 7 

in income tax are to be shared 50/50 between the customers and the utility. 8 

Response: 9 

EPCOR confirms that per section 3.2.4 of the OEB’s Filing Requirements for Electricity 10 

Distribution Rate Applications, Chapter 3 - 4th Generation Incentive Rate-setting and 11 

Annual Incentive Rate-setting Index dated July 17, 2013, any changes in income tax are 12 

to be shared 50/50 between the customers and the utility.   13 
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A-Staff-6 1 

Exhibit A / Page 14 / Table 5 2 

Table 5 provides the illustrative bill impact summary to show the impact of the 3 

proposed rate adjustment for the period October 1, 2016 to September 30, 2017. 4 

Please explain why the Shared Tax Rate Rider is a credit considering that EPCOR 5 

has proposed to recover $17,051 from customers over the proposed period. 6 

Response: 7 

The bill impact summary in Exhibit A, Table 5 compares the rates proposed for October 8 

1, 2016 to September 30, 2017 to the rates in effect for 2015 (October 1, 2015 to 9 

September 30, 2016). In 2015 NRG had a Shared Tax Rate Rider in effect that was 10 

higher for a number of rate classes than the Shared Tax Rate Rider proposed by 11 

EPCOR for October 1, 2016 to September 30, 2017. The credit in the table reflects the 12 

reduction in this rate rider.  13 
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A-Staff-7 1 

Exhibit A / Appendix A – Accounting Orders 2 

In the draft accounting orders for the Unrecovered Shared Tax Changes and the 3 

Unrecovered IRM Adjustment deferral accounts, the credit entry is to Account No. 4 

632 Gas Purchases. 5 

Please explain why the credit entry is to the Gas Purchase account (an expense 6 

account) as opposed to a revenue account. 7 

Response: 8 

Account No.632 Gas Purchases, was provided as the credit account in error. The 9 

correct credit account for this should be No. 529 – Gas Sales. This account has been 10 

updated in the amended Exhibit A filed on October 24, 2018.  11 
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Exhibit C– 2018 IRM Application, October 1, 2018 to September 30, 2019 1 

C-Staff-8 2 

Exhibit C / Page 12  3 

EPCOR has proposed to dispose of the balances in the 2016-2017 Shared Tax 4 

Changes Deferral Account and the 2016-2017 IRM Adjustment Deferral Account 5 

through the implementation of a rate rider over a twelve month period 6 

commencing on October 1, 2018. 7 

a) Has EPCOR received approval to establish the above mentioned deferral 8 

accounts? 9 

b) Considering that EPCOR has not received OEB approval to establish the 10 

Shared Tax Changes and the IRM Adjustment deferral accounts, how does 11 

it intend to dispose of the balances in this proceeding? 12 

Responses: 13 

a) EPCOR has not yet received approval to establish the Unrecovered Shared Tax 14 

Changes Deferral Account and the Unrecovered IRM Adjustment Deferral 15 

Account. EPCOR has requested approval to establish these accounts as part of 16 

the 2016 IRM Application in Exhibit A.4 EPCOR had not requested the creation of 17 

deferral accounts for the recording of such unrecovered historic amounts prior to 18 

this application since EPCOR’s approach to EB-2016-0236 and finalizing rates 19 

for the period October 1, 2016 to December 31, 2019 had only recently been 20 

finalized. 21 

b) Given the approach of dealing with all applications within the exhibits of EB-22 

2018-0235 as one proceeding, EPCOR is open to recovering the annual historic 23 

unrecovered IRM adjustments and the annual historic unrecovered shared tax 24 

changes filed for in Exhibit A and Exhibit B directly through rate riders to be 25 

effective October 1, 2018, thereby eliminating the administrative steps associated 26 

with setting up, recording and disposing of the amounts through deferral 27 

accounts. The 2016-2017 Shared Tax Rate Rider would be as calculated in 28 

Exhibit C, Table 4 and the 2016-2017 IRM Adjustment Rate Rider would be as 29 

calculated in Exhibit C, Table 5.   30 

                                                           
4
 EB-2018-0235 – Application and Evidence, Exhibit A – 2016 IRM Application, July 27, 2018, page 6 
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C-Staff-9 1 

Exhibit C / Pages 5-6  2 

In EPCOR’s application for the 2019 rate year, October 1, 2018 to September 30, 3 

2019, it has requested disposition of the balances in the 2016-2017 Shared Tax 4 

Changes Deferral Account and the 2016-2017 IRM Adjustment Deferral Account 5 

through the implementation of rate riders. However, there are no proposed 6 

additions to the deferral accounts in order to capture 2017-2018 adjustments. 7 

a) Will EPCOR be seeking recoveries for the foregone revenue related to 2017-8 

2018 Shared Tax Changes and IRM adjustments? If yes, when? 9 

b) If the foregone revenue for 2017-2018 was recovered what amounts would 10 

be recorded in the Shared Tax Changes and the IRM Adjustment Deferral 11 

Accounts? 12 

Responses: 13 

a) It was EPCOR’s intent to request recovery of the foregone revenue related to 14 

2017-2018 Shared Tax Changes and IRM adjustments as part of its cost of 15 

service filing for rates commencing January 1, 2020. However, further to 16 

EPCOR’s response to C-Staff- 8 above, EPCOR proposes an alternative 17 

approach of recovering the 2017-2018 unrecovered IRM adjustment and the 18 

2017-2018 unrecovered shared tax changes directly through rate riders (to be 19 

effective October 1, 2018), thereby eliminating the administrative steps 20 

associated with setting up, recording and disposing of the amounts through 21 

deferral accounts. 22 

b) If the foregone revenue for 2017-2018 was recovered through deferral accounts, 23 

$219,833 would be recorded in the IRM Adjustment Deferral Account which 24 

would be the difference between the revenue collected at the 2015 rates and 25 

compared to the proposed rates and $17,051 in the Shared Tax Changes 26 

Deferral Account as at September 30, 2018.   27 
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Exhibit D– Application for a Fixed Monthly Charge for Rate 6 1 

D-Staff-10 2 

Exhibit D / Page 6  3 

EPCOR has proposed a fixed monthly charge to recover costs for serving 4 

Integrated Grain Processors Co-operative (IGPC) under Rate 6. The modified rate 5 

structure would eliminate the recovery associated with increases in IGPC’s 6 

volumes and would set the revenue for the 2019 rate year from IGPC equal to the 7 

revenue proposed in the 2018 IRM application. The revenue would be recovered 8 

through twelve flat monthly fixed payments. 9 

a) Does EPCOR’s proposal to recover IGPC related costs through a fixed 10 

monthly charge recover all costs incurred to serve IGPC including the 11 

allocation of administrative and regulatory costs? Please provide a detailed 12 

response. 13 

b) Is the proposal to move to a fixed monthly charge for Rate 6 a permanent 14 

rate design change? 15 

Responses: 16 

a) The proposed fixed rate was calculated by applying the rates proposed for Rate 17 

6 in Exhibit C to IGPC’s actual volumes and contracted demand for October 1, 18 

2016 to September 30, 2017. Since the rates proposed in Exhibit C are based on 19 

the costs as allocated to IGPC in EB-2010-0018, the proposed fixed monthly 20 

charge recovers all costs to provide service to IGPC as identified in EB-2010-21 

0018, NRG’s most recent cost of service filing. The cost allocation study 22 

approved by the Board in EB-2010-0018 included allocations for administrative 23 

and regulatory expenses, as well as other costs to provide service to IGPC.  24 

b) Yes, the proposed fixed monthly charge for Rate 6 is a permanent rate design 25 

change.  26 
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D-Staff-11 1 

Exhibit D / Page 6  2 

On page 7 of Exhibit D, EPCOR has provided rationale supporting the monthly 3 

fixed charge for Rate 6. The applicant notes that the monthly fixed charge will 4 

provide IGPC with stable and predictable distribution costs and the proposal is 5 

supported by IGPC. 6 

Can EPCOR provide any written communication with IGPC that validates support 7 

for the proposed approach? 8 

Response: 9 

The proposed approach was agreed to between IGPC and NRG prior to NRG filing EB-10 

2016-0236 and was documented in a Delivery Agreement between the two parties 11 

dated June 30, 2015, which has been included as Attachment 1. Furthermore, in recent 12 

meetings between IGPC and EPCOR, IGPC has verbally confirmed that they are still in 13 

agreement with the proposed approach.  14 
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Exhibit E – Application for Disposition of PGTVA, REDA and IFRS Conversion 1 

Cost Deferral Accounts 2 

E-Staff-12 3 

Exhibit E / Pages 5-6 4 

The credit balance in the PGTVA for customers in rate classes 1 to 5 as of 5 

September 30, 2017 is $428,919 and for Rate 6 (IGPC), the credit balance is 6 

$544,304 for a similar period. The balances include interest and are proposed to 7 

be disposed of over a twelve month period, from October 1, 2018 to September 8 

30, 2019. In the EB-2017-0215 application, NRG requested a correction to the 9 

reference prices used in the PGTVA to record the variance between forecast and 10 

actual transportation costs. NRG submitted that there was a calculation error in 11 

NRG’s last rates proceeding (EB-2010-0018) as the reference price was based on 12 

Union Gas Limited’s transportation volumes rather than NRG’s load forecast 13 

sales volume. The OEB allowed NRG to make the correction and the corrected 14 

credit balances as of September 30, 2015 was $428,722 plus $18,887 in interest 15 

for rate classes 1 to 5 and $527,067 plus $31,853 in interest for rate class 6 16 

(IGPC). 17 

The credit balances as of September 30, 2015 and September 30, 2017 are not 18 

very different. Please provide reasons for the minimal change in the balances 19 

from September 30, 2015 to September 30, 2017. 20 

Response: 21 

The PGTVA records the difference between the forecast and actual transportation costs 22 

for Union Gas Limited to deliver natural gas to EPCOR (and formerly NRG).  The 23 

minimal change in the PGTVA balances from September 30, 2015 to September 30, 24 

2017 is because the difference between the reference price for PGTVA 1-5 and PGTVA 25 

6 as set out in EB-2017-0215 and the calculated average cost over this two-year period 26 
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is just over 3% as shown in the table below.  1 

 2 

3 

PGTVA 1-5 Reference Price Average for the period

EB-2017-0215 Sept 2015 to Sept 2017

Volume M3 21,932,940 24,845,349

% difference 13%

Transportation Cost $ 402,220 470,451

% difference 17%

Average Cost $/M3 0.018339 0.018935

% difference 3.25%

PGTVA 6 Reference Price Sept 2015 to Sept 2017

EB-2017-0215 Annual Average

Volume M3 33,416,816 38,579,590

% difference 15%

Transportation Cost $ 330,310 394,108

% difference 19%

Average Cost $/M3 0.009885 0.010215

% difference 3.35%

Note 1: Annual volumes and transportation costs as per EB-2018-

0236 Exhibit E PGTVA Continuity Schedule
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Exhibit E / Pages 6-7 2 

The balance in the Regulatory Expense Deferral Account (REDA) and the IFRS 3 

Conversion Cost Deferral Account (IFRSDA) as of September 30, 2017 is 4 

$158,260. EPCOR has proposed to dispose of the balance relating to both the 5 

REDA and the IFRSDA over a twelve month period from October 1, 2018 to 6 

September 30, 2019. The IFRSDA account balance has been allocated to rate 7 

classes 1 through 6 based on the number of customers in each rate class. The 8 

REDA balance includes activities related to customers using the low pressure 9 

distribution system (Rates 1 to 5) and not served with the dedicated high-10 

pressure pipeline (Rate 6). EPCOR has provided continuity schedules associated 11 

with the accounts in Excel format. 12 

a) Please provide the type of costs that are included in the IFRSDA? 13 

b) The costs incurred in the REDA deferral account are not allocated to Rate 14 

6. Please explain why costs related to corporate governance, cyber security 15 

and regulatory costs should not be allocated to Rate 6. 16 

Responses: 17 

a) The costs included legal fees associated with participating in IFRS consultations 18 

with Board staff and coordinating with NRG staff on the matter, as well as an 19 

invoice from the OEB for the IFRS consultation cost awards and hearing costs. 20 

b) EPCOR agrees that the corporate governance, cyber security and applicable 21 

regulatory costs could be allocated to Rate 6. The costs related to these items 22 

are included in the “Other REDA” balance along with other immaterial items. 23 

Given that the Other REDA balance is made up of a number of small items, 24 

EPCOR chose not to break this out further and to allocate entirely to rate classes 25 

1 through 5 since the majority of the overall REDA activities do not relate to Rate 26 

6. As the sum of the corporate governance, cybersecurity and associated 27 

regulatory costs is $3,802 they do not have a material impact on the REDA rate 28 

riders calculated in Exhibit E.  The allocation of these costs to all customers 29 

would result in an increase to the monthly rate rider for Rate 6 of $0.04 ($3,802 30 

divided by 8,775 customers divided by 12 months), and a decrease for 31 

customers in rate classes 1 to 5 of the same amount.    32 
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Continuity Schedule – PGTVA and REDA (Excel) 2 

In the Excel spreadsheet that shows the continuity schedule of the REDA 3 

account, there are costs under the heading, “Application for Service – put to 4 

capital cost of pipeline”. 5 

a) Please confirm that these costs are related to providing service to IGPC 6 

and have not been allocated to or proposed to be recovered from other rate 7 

classes. 8 

b) Does the balance of $158,260 as of September 30, 2017 in the REDA 9 

account include costs that are under the heading, “Application for Service 10 

– put to capital cost of pipeline”? If yes, please explain why these costs are 11 

included. 12 

Responses: 13 

a) These costs are not related to providing service to IGPC, rather they are related 14 

to EB-2015-0308, the Application for Gas Distribution Service from Union Gas 15 

Limited (“Union Gas”) that NRG filed in 2015 requesting gas distribution services 16 

from Union Gas to address system pressure issues in NRG’s Northeastern 17 

franchise area.  The legal and consultant costs associated with this application 18 

were initially tracked in the REDA account and were later moved to property, 19 

plant and equipment and capitalized with the assets put in place by NRG as part 20 

of the solution agreed to by the parties as a result of this application for service 21 

and the associated discussions with Union Gas.  22 

b) The September 30, 2017 balance in the REDA account of $158,275 does not 23 

include any of the costs related to the Application for Service. The balances 24 

related to these costs were capitalized and removed from REDA prior to 2017.  25 
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Continuity Schedule – PGTVA and REDA (Excel) 2 

In the Excel spreadsheet that shows the continuity schedule of the REDA 3 

account, there are costs related to Demand Side Management (DSM). 4 

Considering that EPCOR does not implement DSM initiatives, please explain the 5 

costs related to DSM in the spreadsheet. 6 

Response: 7 

In 2014 and 2015 NRG participated in the DSM Framework working group initiative of 8 

the Board and NRG was encouraged to look at developing a cost-effective DSM 9 

program.  10 

At the time NRG also operated a water heater rental business and looked to leverage 11 

this for its DSM program. NRG installed a tank-less water heater to measure abatement 12 

and efficiency of the tank-less water heaters versus the tanked styles that the company 13 

had in its rental portfolio, and later installed a tank-less unit in a combined heating 14 

system to measure the saving over a traditional furnace. The costs in the REDA 15 

account relate to the installation of these two tank-less water heaters to measure 16 

efficiency. 17 

The installations showed minimal efficiency and NRG did not further pursue the 18 

development of a DSM program given that it could not offer a cost-effective DSM 19 

program given the cost versus abatement of the water heater option. NRG later sold the 20 

water heater rental business.  21 
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Delivery Agreement between the IGPC and NRG dated June 30, 2015 2 










































