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Friday, November 28, 2008

--- On commencing at 9:28 a.m.

MR. MILLAR:  Good morning, everyone.  I think we will get started again.  This is day 2 of the technical conference in EB-2008-0106.  We are starting with issue C this morning.  We have presentations from Enbridge, NRG and Union, I believe.

We will start with Enbridge.
ISSUE C:  Cost Allocation and Associated Implementation Issues

MR. CASS:  Thanks, Mike.

Enbridge's presentation on cost allocation and associated issues will be given by Margarita Suarez-Sharma.  As everyone can see from the first page of the presentation, Margarita is manager, cost allocation, for Enbridge.  I will let Margarita take over.  Thank you.
Presentation by Enbridge:

MS. SUAREZ-SHARMA:  Good morning, everyone.  I just wanted to make sure this mic is working okay.  In the back, can you hear me?  There were some issues yesterday.

Anyway, my presentation will address the -- Enbridge's responses to the cost allocation issues as identified in this proceeding.

I will be outlining the services that Enbridge provides, while highlighting the distinction between system gas and direct purchase options, as well as describing the way in which we allocate costs between load balancing and delivery, because the allocation of those particular costs would -- and talk about the way that those allocations would impact system gas and direct purchase customers.

So, first of all, on the types of service, there are four types of service provided by Enbridge, the most comprehensive of which is the sales or system gas service, wherein Enbridge arranges for commodity, transportation, load balancing, including storage service, and delivers natural gas to customers, end use customers.

Western bundled T service customers would pretty much receive all of those services except for the procurement of commodity.  Similarly, Ontario bundled T service customers would be making the arrangements for commodity and upstream transportation on their own, and unbundled customers would be receiving limited load balancing in addition to the distribution service that is provided by the utility.

At this point, I would like to make note of the fact that only sales service customers are on system gas.  All other customers procure their gas independently, so they are direct purchase customers.

The other thing that I wanted to mention as well is that regardless of whether they're on system gas or direct purchase, all customers would be receiving load balancing and distribution services from the utility.

This next slide is pretty much the same information as the last one, just presented differently.  So along the columns, sales customers would be receiving the regulated gas supply from the utility.

Western T, Ontario T and unbundled customers would be directly purchasing those supplies based on their needs.

Sales and western T customers would be availing of the upstream transportation that is provided by the utility.  Ontario T and unbundled customers would be making their own arrangements.


So from here, again, you can see that load balancing and distribution services are provided for all customers.  Although there is not a check mark for unbundled, they do receive limited load balancing from Enbridge.

So as service provider, Enbridge's role is to act as a default supplier for those who rely on the regulated gas supply function.  It also facilitates the choice of purchasing directly from gas vendors through direct purchase management, provides load balancing and distribution to all customers, and ensures the safety and reliability of the distribution network.

So on to issue 9.1:
"What activities and underlying costs should be incorporated into the regulated gas supply and direct purchase options?"

As we all know, customers have the option to purchase gas from the utility, the system gas option, as well as from gas vendors, the direct purchase option.  The utility passes on its gas costs to customers quarterly through the regulated cost-based approach.  Gas vendors offer a fixed  -- fixed price contract for a specific term.

Customers on system gas are charged a gas supply rate for every cubic metre of gas that is consumed, and that charge is made up of four components, the first one being commodity cost.  This is priced at Empress, inclusive of fuel.

The commodity-related bad debt expense relates to the non-payment of customer bills.  So the gas supply charge would contain the commodity portion of bad debt expense.

Commodity-related working cash relates to the cash required to bridge the time in which expenses are incurred through gas costs and the time...

I will repeat that.  The commodity-related working cash relates to the cash required to bridge the time in which expenses are incurred and the time in which revenues are received, and the system gas fees, the incremental cost of supporting the regulated gas supply function.

So the system gas fee is designed to recover all the incremental costs associated with activity supporting regulated supply.  Those activities are listed on the slide.

This particular incremental costing approach has been approved and in place since 1999.  It is the same method that is applied for the costing of activities that support the direct purchase option, as well.

Like the system gas fee, the direct purchase administration charge recovers -- is designed to recover the incremental costs of supporting direct purchase management.  The activities -- sorry, it is recovered from direct purchase customers, as well as gas vendors on a contract pool basis.

The activities are very similar to that for system gas.  And the only thing that I wanted to make note of is that while they're very similar, the costs are higher for direct purchase, because of the administration and contract management component of activities, managing individual accounts and contracts, as well as the specific discrete transactions involves higher cost.

So the incremental costing approach is consistent for both system gas and direct purchase and has been in place since '99, and Enbridge believes that this continues to be the most appropriate approach.

By treating costs incrementally, the costs would reflect the level of effort or activity that is involved in those particular activities, and then sends a clearer price signal.  It also is a consistent way of treating services that are incremental to the core distribution function of the utility.

Finally, the incremental approach supports customer choice by -- because the utility retains its ability to shed or recover costs from either service, so that if a customer would elect one service over another, the migration would not affect the fully allocated costs -- would not strand the fully allocated costs.

This is consistent with the Board's view of the utility as a default supplier, because it supports the customer's unilateral right to choose.

So Enbridge's position on issue 9.1 is the incremental costing approach remains the most appropriate in treating system gas and direct purchase.

To reflect a more accurate level of costs, Enbridge is also proposing to update the incremental cost of system gas and direct purchase in its 2010 rate application process.  These costs have remained at the current levels since at least 2005, and during the settlement agreement the company agreed to defer the determination of those allocated costs based on the outcome of this generic proceeding.

So for that settlement agreement, as well, Enbridge -- sorry, the settlement agreement also allowed for the company to come forward with any changes to the fee structure, and we're doing so at this point, proposing to change the DPAC fee structure to reflect market conditions more accurately.

Our proposed structure is harmonized to Union's current structure.  It consists of a monthly base charge, as well as a monthly account charge for all accounts.  And we're also proposing to eliminate the maximum pool charge.

This allows for better cost recovery through alignment with a smaller pool base, and it also reflects costs which are incurred by all accounts, regardless of whether they are new or renewal accounts, the way that the current structure is now structured.

Through the elimination of the maximum charge, it allows for the appropriate recovery from pools with higher administration and higher support costs.

On to issue 9.2:  What asset related costs should be allocated to load balancing and delivery and how should the costs of these services be allocated between system regulated supply and direct purchase customers.  I would like to focus on the demand profile to answer this particular issue because the load balancing and delivery costs are demand driven.

So this slide has come up a couple of times already yesterday so I will go over it fairly quickly.

It depicts how Enbridge's use of supply and load balance services to meet the demand of customers on a daily basis.  The profile shows demand over the course of the year, starting in the fall, peaking in the winter months and dropping off in the summer months.

The average annual demand is met through upstream transportation which is recovered in the transportation charge currently rolled into load balancing.

The difference between average winter demand and average annual demand is recovered through storage space and seasonal supply where storage is recovered in the delivery charge and seasonal supply in load balancing.  And finally, the portion of the curve just under the very top there represents peak demand, which is met through peaking service, curtailment volumes and storage deliverability.

The storage is recovered in the delivery charges and peaking service in load balancing.

So the load balancing and utility costs are incurred for all customers and allocated based on the load balancing requirements.  So although the load balancing and delivery charges would vary by rate, within each rate class, system gas and direct purchase customers would be paying the same rate.

So there is no distinction in the way, that system gas or direct purchase customers are treated.  On other distribution costs, mains, meters and bills are allocated on the basis of peak demand.  So it is capacity-driven,  not demand-driven, as well as the number of customers by rate class.

Enbridge's position on issue 9.2 is that we maintain the current methodology, because it strongly aligns with the principle of cost causality.



Finally, on issue 9.3:  Under what circumstances should natural gas distributors be permitted to change cost allocation principles, percentages or amounts?  We believe the principle of cost causality should be maintained, and to the extent that there are changes in operating conditions, any changes to cost-allocation methodology should be applied for and be subject to Board approval.

The allocation percentages would be update the annually during the annual rate case process and, again, would be subject to Board approval.  None of those percentages would change during a QRAM.

That's it.

MR. MILLAR:  Great.  Thank you.  I see next on our list is NRG.  Richard, did you have anything or a short presentation on this issue?

MR. KING:  Sure.

MR. MILLAR:  All right.  Over to you, then.
Presentation by NRG:


MR. KING:  On cost allocation our system gas customers have a system gas fee of 0.1828 cents per cubic metre.  That forms part of the gas supply charge and there are sort of three batches of things that go into that system gas fee.  The first is certain O&M expenses, a portion of certain O&M expenses that get assigned to the gas supply function.  That is wages and benefits, regulatory costs and consulting costs.

The second batch of things are expenses, a portion of expenses associated with general repair and maintenance, utilities, property tax, insurance, and appreciation expense, all of that second batch of "stuff" relates to the assets assigned to the gas supply function.

Then the third batch of stuff that gets put into the system gas fee are components of the rate base assigned to the gas supply function.  So that's a portion of the working capital allowance related to O&M expenses that I just talked about, working capital component related to the commodity purchase itself, and then obviously a return on that rate base bit and any associated income taxes  associated with that return.

That is the system gas fee.  We have a direct purchase admin fee.  It was approved in our, you know, rate case in 1998.  The amounts haven't changed since 1998.

There is, I will quickly run through them there is a new customer processing fee of $5.54.  A monthly fee per bundled T contract of 46 bucks.  Then a monthly per customer fee of 23 cents.  Again, that is based on an analysis of time and labour costs associated with processing those new customers and contract and account maintenance.

On the load balancing issue, you know, we don't load balance.  We are billed under the M9 rate from Union for a bundled, load balancing storage and delivery service.  And we allocate those costs to our customers.  There is a tiny working capital allowance associated with that, that just deals with the time lag between paying Union and collecting from our customers.

That's it.

MR. MILLAR:  Thanks, Richard.  Mr. Smith, did you want to introduce your panel?


MR. SMITH:  Sure.  We have Michael Broeders with us today, who is the manager of product and services costing, and Greg Tetreault, who is manager of rates and pricing who was here yesterday, as well.
Presentation by Union Gas:


MR. BROEDERS:  What she said.  Very high level, that's about it; but there are some differences.

9.1 is pretty much similar to the other positions.  Issue 9.1 is what activities and underlying costs should be incorporated into the regulated gas supply and DP options.

Sorry.  Customers have the choice of between system supply and choosing energy marketer, to get their commodity.  The utility has charges that are related to both fees.  Customers had elected Union as their supplier, pay a gas supply administration fee which is added on top of the commodity charge.  Charges that – sorry, customers that choose an energy marketer for their supplier, there is a direct purchase administration charge related to that but instead of being charged to the end-use consumer, it goes to the energy marketers.

The administration and cost structure of the regulated gas supply service in no way impedes the competitiveness of the DP activity or distorts price signals.

To determine the applicable costs for these services Union has taken an incremental approach --

MS. GIRVAN:  Excuse me, could you speak a bit more directly into the mike?  I am having trouble hearing you.  Thank you.

MR. BROEDERS:  Sorry.  I will just repeat that:  To determine the application costs for both services, Union is taking an incremental approach.  We have done this for a number of reasons.  The related costs to both charges only exist because of the activity.  If we didn't participate in system supply or we didn't have a direct purchase activity, the charges would not be incurred.

Union's main business is storage, transmission, distribution of gas to in-franchise and ex-franchise customers.  Facilitating system supply and direct purchase is not part of Union's core business.

Fully allocated approach would put Union at risk of non-recovery.  So to the extent that we put charges into this fee that Union would incur, regardless of whether the activity existed, Union would be at risk of non-recovery of those costs, and this would cause the company to either go after -- or to maintain the system supply function or to increase it.

Finally, both charges should be treated in a consistent manner.

The gas supply administration fee, the costs within it, are basically the direct salaries and benefits of the employees directly involved.  We also have investment carrying costs on the gas purchase working capital, and there is a portion there for allowance for bad debt.

There are no load balancing costs within the gas supply administration fee, and right now the fee is about three-tenths of a cent.

For the direct purchase administration charge, to provide the service to end use customers, gas marketers rely on Union for balancing and distribution services.  Similar to the gas supply administration fee, Union only includes the direct salaries and benefits of employees directly involved with administrating the DP services.  Also, DPAC does not include load balancing costs.

Unlike the gas supply administration fee, it does not include any working capital component or bad debt and is not charged to end use customers, but, rather, to the gas marketers.

Current Board-approved rates are $75 per contract, 19 cents per customer.

DPAC rate structure recognizes the cost drivers primarily related to contract administration and not end use consumption.

Union's charge only applies to the general service market.  Costs to support direct purchase for the large commercial industrial rate classes are included in the respective delivery rates, because the vast majority of these customers are on direct purchase arrangements.

For issue 9.2:
"What asset-related costs should be allocated to load balancing and delivery, and how should the costs of these services be allocated between system or regulated supply and DP customers?"

Load balancing costs include costs associated with the use of Union's storage assets, gas inventory and the balancing gas inventory we hold for direct purchase.

Union recovers these costs in delivery rates in the south and in the gas supply transportation rates in the north.

These rates apply to both sales service and DP customers.  It is not different charges for each type.  We don't distinguish between these types.

Reasons for that are the load balancing requirements are driven by factors other than the source of commodity.  So regardless of who buys it, those aren't the factors that drive that.

This makes the sales service and DP offerings unbiassed from a delivery rate perspective, thus supporting customer choice.  We are not proposing any changes to the allocation or recovery of load balancing costs.

Finally, the last issue, 9.3:
"Under what circumstances should distributors be permitted to change cost allocation principles, percentages or amounts as between distribution, load balancing and commodity?"

Changes are going to require Board approval.  Any proposed change to the methods would only come up at time of rebasing.  During IR, Union's delivery rates are determined using a price cap formula.  Union does not produce an annual cost as part of that.

I forgot to move the slide, sorry.  That's it.  Thank you.

MR. MILLAR:  Great.  Thank you very much.  Before we go to questions, I think there are some people who have joined us by teleconference.  Maybe I could ask that they identify themselves and the party they represent, and just let us know if they're going to have any questions for this panel.

MR. McINTOSH:  James McIntosh with Direct Energy, and I will not have questions.

MR. MILLAR:  Is there anybody else there?

MS. RUZYCKI:  Nola Ruzycki with Energy Savings, and I won't have questions.

MR. MILLAR:  Anyone else?

Okay, we will go around the room.  Maybe it would be best for Board Staff to start, and then I will just start going down the rows and we will see who has questions.  So, Angela, I will turn it over to you.

MR. CASS:  Do you want to get Enbridge up?

MR. MILLAR:  Yes.  Yes, I'm sorry.  I guess we should.
Q&A Session

MS. PACHON:  Okay.  Well, thank you for coming this morning.  Our first question is for Union.  On page 59, lines 7 to 9 -- and I guess you repeat it here in your presentation -- Union mentions that it recovers their forecasted load balancing cost for sales services and direct purchase customers in delivery rates in the south and in the gas supply transportation rate in the north.

Can you please explain the rationale for this difference?

MR. TETREAULT:  Certainly.  I think that comes to me.  The best way to explain the difference, I guess, is to maybe focus on the...

MR. KITCHEN:  Sorry, is your mic on?

MR. TETREAULT:  It is.  Perhaps the best way to explain it is by example using the south.  The reason we collect the forecasted load balancing cost in delivery rates in the south is driven by the fact that Union doesn't provide the transportation to bundled direct purchase customers in that operating area.

MS. PACHON:  Okay.  Well, thank you.  Now for issue 9.1.  On page 66, lines 28 to 29, Union states:
"The costs associated with the assets used to provide load balancing are allocated to all rate classes in proportion to each rate class demand for the underlying asset."

Can you please explain?  What is the allocation basis for load balancing cost?

MR. BROEDERS:  This is just in reference to the storage base and deliverability, and the balancing gas inventory and gas and storage.  Those are allocated according to the demands.  Deliverability will be based on the demand for -- storage demand on design day.  Space will be based on aggregate excess for the in-franchise contractor levels for T1, T3 and C1.

I can give you specific references in our 2007 case that would outline the specific rationale.  There is quite a track to go through all of that.

MS. PACHON:  Do you want me to send it as an interrogatory?  That would be okay?

MR. BROEDERS:  That would be fine.

MS. PACHON:  You can provide details?

MR. BROEDERS:  Sure.

MS. PACHON:  All right.  Thank you.

Well, those were our questions for Union.  Now for Margarita.  It relates again to issue 9.1.  Starting on page 50, paragraph 175, Enbridge describes the proposed changes to its current DPAC fee structure.  We would like to know what would be the associated rate impacts for consumers and gas vendors under this new rate that you are proposing.

MR. KACICNIK:  This is best handled through an interrogatory question.

MS. PACHON:  All right.  Okay, we will send that question.  And about the same topic, on page 51, paragraph 179, Enbridge proposes to increase the monthly DPAC base charge from 50 to 75 per pool, per month, to enable recovery of the full incremental cost on a consolidated pool base.

Can you please explain this statement?

MR. KACICNIK:  Yes.  Part of the reason we are proposing an increase in the monthly charge for pools is that we are proposing to increase incremental costs that are recovered through direct purchase administration charge.  That would happen in conjunction with our 2010 rate adjustment application.

So our evidence explains that the incremental costs allocated to that function would increase.  Therefore we need higher monthly charges, as well.

MS. PACHON:  Can you elaborate a little bit more on why these costs are right now not fully recovered with the current fee that you have.

MR. KACICNIK:  Yes.  The reason for that is that we have a settlement agreement in place with stakeholders which said that we should keep system gas fee and direct purchase, or DPAC fee, constant until the Board reviews these fees as part of this proceeding.

So we kept them constant until now.  Now we are in the proceeding.  We are proposing to update them and, if incremental approach is still the way to go, we are proposing to apply for new fees in 2010 as part of our 2010 rate adjustment application.

MS. PACHON:  Okay, well, thank you.

Finally, about the same topic, on page 52, paragraph 181, Enbridge indicates that the proposed fee will not hinder gas vendors from seeking cost efficiency through amalgamation.  Why is that?

MR. KACICNIK:  Yes.  What is behind that response is that Entrac allows consolidation of pools.  In the past, there was a very large number of pools, but due to enhancements in Entrac those pools are consolidating.  So we have less and less pools, which means less recovery of our direct purchase cost.

So, what we are saying is vendors will continue to amalgamate or consolidate.  That's why we need a different fee structure.

MS. PACHON:  Okay.  All right.  Thank you.

MR. MILLAR:  Thanks, Angela.  Peter, anything from you?

MR. THOMPSON:  Thanks.  I will ask these questions and I will try and get answers from both Union and Enbridge.  Both companies say they use the incremental costing approach for separating out these costs that are recovered in the system gas service fee and in the DPAC service fee.  And conceptually, I just want each of you to explain how that approach is applied.

MR. KACICNIK:  Yes.  I guess Enbridge will start.

First, there are four components in the gas supply charge:  there is commodity, there is bad debt allowance, there is working cash associated with commodity, and system gas fee.


System gas fee looks at activities that the utility does to procure, contract and manage system supply for system gas customers.  So what would be captured in that fee is salaries and benefits of employees that do that work.  In other words, if the utility would no longer support regulated system supply, those costs would drop off.

MR. THOMPSON:  Is that how you determine incremental; you ask that question?

MR. KACICNIK:  Yes.  That is the threshold question we ask ourselves when we are putting together incremental costs for this function.

MR. THOMPSON:  So you say:  If we did not provide system supply, what costs would be avoided?

MR. KACICNIK:  Yes.

MR. THOMPSON:  And then, so that is the pool of costs that you say should be recovered from system gas only?

MR. KACICNIK:  That's correct.

MR. THOMPSON:  Okay.  And then Union, do you do the same thing?

MR. BROEDERS:  Yes.  We go to the groups that are involved in system supply or direct purchase and we ask them:  If you didn't do this, what costs would we avoid?  Or who would we not need?  In not so crass terms, I suppose, but that is basically the approach we take.

MR. THOMPSON:  Is it the same question that you are asking yourselves as Enbridge?

MR. BROEDERS:  Pretty much, yes.

MR. THOMPSON:  Well pretty much.  Is it the same?  What's the difference?

MR. BROEDERS:  I didn't listen to the exact wording that he used so I... basically we go ask our groups what costs would we avoid?  Who would we not need?  What would you be doing if we didn't have system supply?

MR. THOMPSON:  Okay.  So what's the question you ask yourself, Enbridge, to determine the costs that you recover in, from direct purchase only?  The same question?

MR. KACICNIK:  Yes.  Same questions, yes.

MR. THOMPSON:  Okay.  Union, you ask the same question?

MR. BROEDERS:  Yes.  That's what I said earlier, yes.

MR. THOMPSON:  Does that then give you a list of activities or are you just, or does it give you a list of people and assets or part of assets?  How does it work?

MR. KACICNIK:  Yes.  Activities as well.  Then people that perform those activities.

MR. THOMPSON:  Okay.  Is that available somewhere, like the question and then the answer to the question?  Identifying the -- identifying the activities and the people on a year-to-year basis?

MR. KACICNIK:  The activities are listed in our evidence and they're represented as part of the presentation today, as well.

MR. THOMPSON:  Right.

MR. KACICNIK:  There is a study done that supports that, that supports the costing.  Is that something you would like to see?

MR. THOMPSON:  Well, no.  I just want to find out if it exists and I will follow up.

MR. KACICNIK:  Yes, yes.

MR. THOMPSON:  I am just trying to get the concepts here, okay.  So you do that each year, it is sort of a tops-down, what would we avoid this year if we didn't do system gas?

MR. KACICNIK:  Well, we have not been doing it every year, because we had this agreement to keep the costs constant until this proceeding, right?  We had an agreement with you, stakeholders, to keep system gas fee and DPAC charges frozen until the Board commences this proceeding.

MR. THOMPSON:  Okay.  I didn't mean you changed the fee every year, but what I was talking about was the exercise of identifying what is incremental with respect to each of these service offerings.  Is that done on an ongoing basis?

MR. KACICNIK:  It would be done going forward.  We done it in 2006 and we came up with updated level of costs.  It was rejected, so we settled to keep system gas fee and DPAC frozen until this proceeding.  We redid the exercise, just to get the feel as to what the costs would be nowadays, and we listed those in the evidence, as well.

MR. THOMPSON:  Okay.  Now Union, do you monitor this year by year?

MR. BROEDERS:  No.  We do it as part of cost of service.

MR. THOMPSON:  I'm sorry?

MR. BROEDERS:  We do it as part of the cost of service proceeding.  We only do it as needed.

MR. THOMPSON:  Okay.  So in incentive regulation --

MR. BROEDERS:  There is no reason to look at it.

MR. THOMPSON:  It is down tools as far as --

MR. BROEDERS:  Sorry?

MR. THOMPSON:  You are not going to internally --

MR. SMITH:  They’re not going to do it any more as part of incentive regulation.

MR. BROEDERS:  We didn't do it as part of incentive regulation but when we rebase we would look at it again.

MR. THOMPSON:  I'm just talking about internally, do you do it?

MR. BROEDERS:  No.

MR. THOMPSON:  Okay.  Now Union says, in its presentation, about fully allocated, that you would be at the risk of non-recovery.

My question is:  If you were applying the fully-allocated methodology, what question would you be asking?  Instead of:  What do we avoid?  What is the question?

MR. KACICNIK:  The question would be:  How much of the administrative and general overhead would be applied to that function?  As you know, commodity costs are huge.  1.6 billion.  So that would pull a lot of those costs towards that function.  And if customers choose to migrate to direct purchase, those costs, fully allocated costs would not be recovered.

So right now the utility is standing neutral.  We advertise natural gas as the preferred choice.  We want people to use natural gas as the preferred fuel choice, but we are neutral to their choice of system supply or direct purchase.

MR. THOMPSON:  Do you agree with that, Union?

MR. BROEDERS:  No.  Not entirely.  Basically we would have to would have to take a look at all of our activities, see what parts would be allocated towards it.  Right now our GNA, general admin allocators, are not based on anything commodity related so it wouldn't be based on the cost of gas.  It would be -- sorry, it is also not included, including bad debt.  So it takes down that fee a significant amount.  So GNA would get allocated not a lot, but we would also have to take a look at the other functions within O&M and see what might have to be allocated towards it.  We haven't done the exercise, but that's the approach we would take.

MR. THOMPSON:  All right.  Well, your slide presentation talks about the fully allocated approach and how you would be at risk.

MR. BROEDERS:  Yes.

MR. THOMPSON:  What did you mean by that?

MR. BROEDERS:  Well, obviously there would be more costs if we went to fully allocated, so whether it is $1 million or $10 million, that would be the amount that would be at risk.  We haven't done a fully allocated amount to find out what it would be, but it would be more than what is there now.

MR. THOMPSON:  What that's saying to me is that the -- maybe I have this wrong -- is that the system gas charge would be higher if you did it on the fully allocated basis; is that right?

MR. BROEDERS:  Yes.

MR. THOMPSON:  And that the DPAC would be higher if you did it on a fully allocated basis?

MR. BROEDERS:  That's correct.

MR. THOMPSON:  But I don't understand why you would be at risk, and would you not recover those costs through those two charges?

MR. BROEDERS:  Those charges are -- for the gas supply admin charge, it would be volumetric.  So to the extent that volumes varied, we would be at risk of non-recovery.  So the more dollars that are there, if people switch from system gas to direct purchase, we would lose cost recovery.

MR. THOMPSON:  Do you agree with that, Enbridge?

MR. KACICNIK:  Yes.  I would say the way our cost study works is it looks at the cost of the different function within the company.  System supply, because of huge commodity costs, it is a big -- relatively a huge component compared to others, so it would pull a lot more of ANG costs than anything else.

So system gas fee would be very, very larger than DPAC fee.

MR. THOMPSON:  Okay.  Well, let's move on to the load balancing and delivery.

The Board's issue here, 9.2, the way I interpret it, it seems to imply that there should be some differences in allocations of load balancing and the delivery costs to system and direct purchase customers.

I don't know if you read it that way, but I heard Union say -- or I read they don't make any distinction between direct purchase and regulated, in terms of these costs.

Do I understand that correctly, just stopping there?

MR. BROEDERS:  That's correct.

MR. THOMPSON:  Is Enbridge the same?

MR. KACICNIK:  Yes.  We treat both system gas and direct purchase customers in the same manner when it comes to load balancing and distribution.

MR. THOMPSON:  Do I understand that the rationale there is that for all customers, you are sort of a system operator with the terms of this particular function, load balancing?

MR. KACICNIK:  Yes, that's correct.

MR. THOMPSON:  Okay.  Then the last thing I wanted to ask about was the changes.

This is 9.3.  Enbridge said in its presentation, at least as I understood it, that the particular allocation methodology shouldn't be changed until the Board rules a change is appropriate.  But in terms of the percentage amounts, you would be changing those year by year in your proposal, as I understand it, even during incentive regulation?

MR. KACICNIK:  Yes, that's correct.  Our incentive regulation framework allows us to update volumes, customer numbers, each and every year, and that, in turn, changes the allocation percentages, as well.

MR. THOMPSON:  But these factors are used to allocate stuff through the QRAM.  I appreciate you don't change it during the year for QRAM, but, in the following year, you would have the new numbers; right?

MR. KACICNIK:  That's correct.

MR. THOMPSON:  Okay.  But these allocation percentages are used to allocate not only QRAM stuff, but Y factor stuff in the incentive regulation scheme; right?

MR. KACICNIK:  Yes.

MR. THOMPSON:  Okay.  So over to you, Union.  You are saying, We're under incentive regulation.  We're not changing anything.  See you later.

And my question is:  Why shouldn't you be required to change these things annually, in that -- I'm talking about the percentages, not the allocation methods but the percentages, in that they're used to allocate Y factor components of the incentive regulation plan?

MR. BROEDERS:  We're under price-cut formula, so I understand Y factor, but are you referring to specific Y factors or...

MR. THOMPSON:  Yes.  Well, you've got QRAM.

MR. BROEDERS:  Yes.

MR. THOMPSON:  And you want to go with the Enbridge system where you are going to be allocating carrying costs and storage, everything that is gas cost related during the QRAM process, and then you have Y factors, some of them, that may not be gas cost related.  I forget where they are in your system, but my question is:  Why shouldn't you be you be required to keep these percentages at least current on an annual basis?

MR. BROEDERS:  I am not really sure what you are referring to.  We took the question to mean:  Are we changing cost allocation principles?  Percentage amounts, when can we change them?

We see that only as happening during a cost of service hearing.  If specific Y factors come up, we might take a look at what the appropriate allocation may be, but right off the top, I can't think of a specific example where we had to go through that.

MR. THOMPSON:  Okay, thanks.  Those are my questions.

MR. MILLAR:  Thanks, Peter.  Jay, anything from you?

MR. SHEPHERD:  Sure.  I have a couple of questions.  My first questions are actually for NRG.  Everybody looks.

[Laughter]

MR. SHEPHERD:  Do I understand that your system gas fee is done on a fully allocated basis rather than an incremental cost basis?  Did I understand that right?

MR. KING:  It is more than -- you are probably right that it is more fully allocated than incremental.

MR. SHEPHERD:  Okay, thanks.  For Union and Enbridge, do I understand that when you do the cost allocation for these various components we're talking about, that it is done as part of your normal cost allocation process, the full -- the same way that you allocate between rate classes, for example, with functionalization and classification, all of that stuff?

MR. KACICNIK:  No, it wouldn't be the same.  This is a separate exercise that determines incremental costs to support system gas and direct purchase management.

MR. SHEPHERD:  Okay.  So then I don't understand why you -- in your normal cost allocation process, you allocate all of your costs.  Why wouldn't that include these costs?

MR. KACICNIK:  Well, it does include -- these costs are included in the amount that would be produced by the incentive regulation formula.

The question here, it is only how much of that amount goes to support system gas or direct purchase management.

MR. SHEPHERD:  So you have a system for cost allocation, a very sophisticated system, right, that you use for many other things, so that is how you do your rate classes; right?  Why do you use a different system for this?

MR. KACICNIK:  Because we want to know what the incremental costs are to support these functions.  It is a Board-approved methodology to identify incremental costs and include them as part of gas supply charge and derive DPAC charges, as well.

MR. SHEPHERD:  Now, in the case of Union, if I understood what you were saying correctly, this is part of your normal cost allocation process; right?

MR. BROEDERS:  It is part of the allocation process, but what we do as part of functionalization is we get the costs, we do a direct assignment, put it where we want, and then the allocations don't impact those dollars.

MR. SHEPHERD:  So because it is incremental, you don't use cost drivers.  You basically pick off the amounts you think are appropriate?

MR. BROEDERS:  Right, and do a direct assignment to where -- the classification, where we want it to go.

MR. SHEPHERD:  All right.  Then my second question is I know one of the utilities, I think it was Enbridge a few years ago, estimated what these amounts, these charges, would be if they were done on a fully allocated basis.

Do you have recent numbers as to what the difference would be if it was fully allocated versus incremental?

MR. KACICNIK:  No.  We haven't --

MR. SHEPHERD:  Can you give us an idea?

MR. KACICNIK:  No.  We would need to go back to that report.  That is the only estimate that was ever derived.

MR. SHEPHERD:  What were those numbers?  Do you remember?

MR. KACICNIK:  I only remember that they were very high.

[Laughter]

MR. SHEPHERD:  So directionally we understand.  Okay.  What about Union, do you know what the difference would be if you used fully allocated?

MR. BROEDERS:  No, we don't.

MR. SHEPHERD:  Would it also be a big difference?

MR. BROEDERS:  I would imagine so, yes.

MR. SHEPHERD:  Okay.  Now, if I understand what you said, Anton, you said that system gas would go up a lot more than the DPAC charge because of the commodity costs; is that right?

MR. KACICNIK:  Yes.

MR. SHEPHERD:  So right now the DPAC charge is higher, but under fully allocated, the system gas costs would be higher?

MR. KACICNIK:  Yes, I believe so.

MR. SHEPHERD:  The reason is that you would assume that the cost driver would be based on your commodity costs?

MR. KACICNIK:  Yes.

MR. SHEPHERD:  Now there is no reason why that necessarily has to be the cost driver, right, because in fact the costs to administer system gas are not driven by the commodity price, are they?

MR. KACICNIK:  No, they are not.  Well, it could be done differently.  I believe that that was the approach taken or considered in the past.  Perhaps when that report was developed.

MR. SHEPHERD:  But if you looked at what the real things are driving those costs, then it isn't necessarily true that the system gas charge would go up more than the DPAC charge, right, because the things you're doing in both cases are relatively similar.

MR. KACICNIK:  Yes, possibly.

MR. SHEPHERD:  They both go up.

MR. KACICNIK:  Correct.  They would both go up, yes, that's correct.

MR. SHEPHERD:  Okay.  And Union, would you agree that if you looked at a cost driver that was based on the real causes of the costs, that the result might be that they would both go up similar amounts?

MR. BROEDERS:  I have no idea how each would go.  You are right, we would have to take a look at the drivers that would drive the costs that get allocated but without doing the analysis, I can't speak to which would go up, by how much or which would go higher.

MR. SHEPHERD:  Okay.  Both of you said you are concerned about the risk associated with having fully allocated costs because you might have some stranded costs.

Am I right in that the math is that the amount you have at risk, in any given year, would be the difference between the system gas fee per customer and the DPAC charge per customer, times the number of customers that migrate from one to the other?  Am I right?

MR. BROEDERS:  I would say that is not a correction to the last statement because one is based on volume, the other would be based on customer.  So the gas supply administration fee is collected on a volume basis.  Whereas the direct purchase administration charge would be collected on a contract and a customer basis.

So, yes, what is the trade off?  That is part of the risk I guess --

MR. SHEPHERD:  Sorry, I was trying to simplify it.

I understand the system gas fee is based on throughput.  But you could also state it as a cost per customer, because once you have it, you know the number of customers that you have assumed when you assign it; right?

MR. BROEDERS:  Depends on the type of customer.

MR. SHEPHERD:  Okay.

MR. BROEDERS:  M1, M2 has a wide range of customers, each have different volume characteristics.

MR. SHEPHERD:  All right.

I am trying to figure out how this could be a big number.  It seems to me even if you have a fairly substantial migration, these costs are small enough that the amount you are at risk of not recovering is not even millions of dollars; isn't that right?

MR. BROEDERS:  I haven't done the math.

MR. KACICNIK:  I wouldn't want to speculate.  My point is, we support incremental costing approach.  That allows us to stay neutral when it comes to customer migration.

The customer migrates, we share those costs, there is no impact.  It allows us to tell customers, you have a choice.  You can buy commodity from us or you can buy it from direct purchase customers.  There is no impetus for us to push system gas option.

MR. SHEPHERD:  The Board has generally -- in every case that I can think of, ordered the utilities to usefully allocated costing when it is allocating between activities,  except for this; isn't that right?

MR. SMITH:  How are they going to answer that question?  In every case you are familiar with the Board has allocated this, I mean is this a question about their specific evidence or is this cross-examination of this?

MR. SHEPHERD:  Sorry, I am trying to understand why incremental makes sense here and in every other case it doesn't make sense.

So if there is another example where incremental costing is used, then we can look and see, well, here is why, here's the set of circumstances in which incremental makes sense.  I am not intending to cross-examine.  I am I am actually trying to understand.

Anton knows a lot about this, and so that's why I am asking him specifically, is there something -- is there another example you can give us so we can see why it makes sense?

MR. KACICNIK:  I wouldn't know of off the top of my head, but I would take you back to the Natural Gas Forum report, where the Board concluded that the utility should remain as a default supplier of gas supply.

They also said that utilities should not promote or market system gas to customers, and that system gas option needs to be structured in a way that allows customers to migrate freely between the two options.

An incremental approach facilitates that, and it's been approved by the Board in the past.  So we are saying that, it should not change.  It meets what the Board wants on this topic.

MR. SHEPHERD:  If the two charges were roughly equal, would the result be that you would then still be neutral?

MR. KACICNIK:  They are roughly equal now.  So until  -- we don't have issues with customers migrating from system gas to direct purchase.

MR. SHEPHERD:  Even if they were twice as much but they were still equal, you would still be fine; right?

MR. KACICNIK:  No, I cannot agree with that, without any analysis.  Sorry.

MR. SHEPHERD:  Okay.  That's all of my questions, thanks.

MR. MILLAR:  Thanks, Jay.  Julie, do you have anything?

MS. GIRVAN:  Yes, just a couple of questions.

With respect to Enbridge with your fee change going from the $50 to $70 on the DPAC charge, does this impact the revenue requirement and, if so, how?

MR. KACICNIK:  No, it doesn't.  The revenue requirement -- you are referring back to incentive regulation?  Aren't you?  MS. GIRVAN:   Hmm-hmm.

MR. KACICNIK:  No.  That revenue requirement will continue to be derived by the formula.  The issue here, it is how much of that revenue requirement is recovered through system gas fee and DPAC charges, but has no impact whatsoever --


MS. GIRVAN:  So you are increasing the DPAC charge and decreasing the system gas fee?

MR. KACICNIK:  No.  The incremental costs will be updated.

MS. GIRVAN:  Yes.

MR. KACICNIK:  They will both go up.  What will happen is our delivery charges will go down, accordingly.

MS. GIRVAN:  I see.  Okay.  So it is revenue neutral.

MR. KACICNIK:  Correct.

MS. GIRVAN:  Then this is also with Enbridge.  You noted that you were recovering through both charges invoicing and payment processing.  Can you explain to me how those costs are allocated between the two charges?

MR. KACICNIK:  Best to handle it through an interrogatory.

MS. GIRVAN:  Then back to the $75 fee, how did you derive the $75 fee?

MS. GIRVAN:  Didn’t like my questions.

MR. BUONAGURO:  Drove them away.

MR. KACICNIK:  What we did in a nutshell is we updated the incremental costs for DPAC to see what the level would be.  We know what the number of pools is, what the number of accounts is.  So we just worked backwards.  We know what we need to recover.  This is the number of pools.  This will be the base charge and this is the number of accounts.  At the high level, that is how we did it.

MS. GIRVAN:  Okay.  Just to follow up on that, I am not familiar with how DP is processed.  You have talked about these pools, can you explain to me what you mean by pools.  Is it groups of customers?  And how are those pools -- if it is, how are those pools derived?

MR. KACICNIK:  Yes.  My understanding we have a number of pools.  Each pool contain a number of customers.

MS. GIRVAN:  What's the basis for the pools?

MR. KACICNIK:  What's the basis?  It would be same expiry date or same price points, things like that.

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

MR. MILLAR:  Mike, anything?

MR. BUONAGURO:  No.

MR. MILLAR:  Dwayne?

MR. QUINN:  Thank you.  I think I am going to start generally, and then I will go to each utility for some specific questions.  I think we may be missing an opportunity -- I don't know if this falls back to you, Mike, or for some consideration for the utilities.  A few times we have got to the point of -- Anton, I am not as familiar with your rate-making methodology, and yesterday the term was used "the cost allocation rate design methodology".

If we ask that in an interrogatory next week, then we will get it sometime after, and then we will have to ask our questions in cross-examination.  If some of this evidence is already out there, if the utilities could provide links to it?

We are not asking you to update your 2006 study, but I guess, as a general point, there has been a few times where, if intervenors had this information, then we can be more specific in our questions.  We can reduce cross-examination.

So I think the process becomes much more efficient if the utilities were able to provide a link either on their own website or to intervenors to allow us access to that information.

So I guess what I am going to do is ask the panel if they can provide these things, and hopefully you would concur, Mike, that we are trying to make this process efficient.

MR. MILLAR:  I will let you ask your questions, and then what I will ask is that if Fred or Crawford can think of a way to assist you, if there is an easy link that could be provided, maybe you can, even off line, have that discussion if it can't be resolved right here.

Of course, I can't direct anyone to do anything, but if, as you say, there is an easy way to provide some overview documents, then I would certainly encourage the parties to work together and make that available.

MR. KACICNIK:  Certainly if you give us your business card, we will either courier you information or provide you with links.

MR. QUINN:  Ideally, what I would ask, and I will be specific about this, I would like electronic evidence that would allow efficiency in searching and possibly, to the extent that it only applies to the pertinent functions here, system gas load balancing, DP charges.

If reference could be made that these are the sections that provide the cost allocation study, that would be extremely helpful.  Otherwise, I start from the -- I start from the outset trying to find the information.

So any assistance you can, in guiding us to the appropriate sections, would be helpful, but ideally I would like a link or at least an e-mail.

MR. SMITH:  What I think we can do is, we will -- we can provide -- Union's cost allocation methodology was approved in its 2007 rate case, which I understand is available online through the Board.

We can certainly give you the reference in the evidence to where that cost allocation evidence is, and, you know, you are free to look through it however you want, but it is available electronically.

MR. QUINN:  Well, I am going to ask, Crawford, if you could help me with the link on the Board website, because I believe the decisions are there, but I don't believe all of the evidence is there.

MS. GIRVAN:  Can I interject?  I think all of Union's evidence is on your website, isn't it?

MR. QUINN:  Who has access to it, though?

MS. GIRVAN:  Everybody.

MR. SMITH:  Everybody.

MR. QUINN:  So it is not on the Board website, then, because that's where I looked for it?  If it is on the Union Gas website, then, Julie, thanks for that assistance.

MR. MILLAR:  Crawford, are you or one of your witnesses able to provide that link for Dwayne?

MR. SMITH:  We can do that, but I think Michael might know the evidence reference to the cost allocation information.

MR. BROEDERS:  Yes, I looked it up after hearing Dwayne's line of questioning.  For a description of the methodology, you want to go to our 2007 filing, so EB-2005-0520.  The description is at G3, tab 1, schedule 1, pages 11 to 12.  You can see the allocators in G3, tab 5, schedule 26, pages 1 to 2.

For the -- if you want to take a look at the allocation pages themselves, look at G3, tab 5, schedule 7 and 9.

One thing I wanted to point out, though, on -- I don't think it was in the evidence itself, but the gas and storage and balancing gas don't follow the general allocators that are used in the classification as a whole.  It is the same thing, except rate classes T1, T3 and C1 are excluded.

MR. QUINN:  I am assuming the court reporter got all of those.  I think I got most of them.  Thank you.

I appreciate the references.  That will aid me considerably.  And, Anton, I would appreciate if you had a similar capability which you can provide, that would be great.

MR. KACICNIK:  Yes, we will.  We don't have references with us, but we will provide it.

MR. QUINN:  Thank you very much.  I will give you my card.  That will reduce some the questioning, and I will try to ask the questions, I guess, specifically to the respective utilities.

Starting with Enbridge, if I may, I think I heard clarification yesterday from the load balancing panel that the estimates for two point balancing and the estimates for the MDV, the $8.5 million for two point balancing included the 3.7 for MDV?

MR. KACICNIK:  Yes, that's correct.

MR. QUINN:  Okay.  So the incremental for two point would be for whatever the difference would be between the two.

I asked a question of the panel yesterday which they deferred to you, and that is the demand profile that was brought up on this slide from Enbridge - I think it was slide 7 - referred to -- yes, sorry, on page 7, slide 14.

I don't know that you need to turn it up, but it is a demand profile which talked about issue 9.2, what asset-related costs should be allocated, load balancing and delivery.

I was asking the question yesterday in terms of your evidence states that the 13 percent is peaking service, curtailments and seasonal deliveries.

How is that allocated between system gas and company-used gas?

MR. KACICNIK:  Peaking supply is not part of company-used gas.  Peaking supply is bought to balance requirements of both system gas and direct purchase customers.

So within the rate class, both sets of customers would pay exactly the same rate for that kind of service.

If you are asking how those costs are allocated among the rate classes, it is driven by the rate class demand for that service.

MR. QUINN:  Okay.  But it may be the presumption in here, and the reason I turned up the demand profile is there were two different peaks.  There was the peak that we just referred to, which is peak demand, but then there is the difference between average winter demand and average annual demand.

How is that provided?

MR. KACICNIK:  That is met through storage and seasonal supplies.

MR. QUINN:  Let's be specific to the seasonal supplies.  We understand the storage, and that is a cost that is allocated across the distribution customers.  How about seasonal supply, then?

MR. KACICNIK:  Same thing.  We buy and provide those supplies to balance requirements of both system and direct purchase customers.

MR. QUINN:  So implicit in that, then, are you saying that the system gas program has a flat delivery profile?

MR. KACICNIK:  Yes.  We contract on upstream pipelines, at 100 percent load factor, the amount of gas that comes into franchise area.  It's the same each and every day.

MR. QUINN:  Okay.  This would be helpful just to follow that line with Union.  Is that how it is done at Union, also?

MR. BROEDERS:  Sorry, could you repeat?

MR. QUINN:  Is it presumed, in terms of costing for system gas, that the system gas is under a 100 percent load factor flat  delivery profile?

MR. BROEDERS:  Yes.

MR. QUINN:  And seasonal costs then are allocated across distribution customers, not system gas customers?

MR. BROEDERS:  Sorry, could you rephrase that part?

MR. QUINN:  The costs are attributed to distribution services, not attributed to the system gas pool?

MR. BROEDERS:  For which costs?

MR. QUINN:  For the seasonal supplies.

MR. BROEDERS:  Seasonal supplies?  To the extent that we're buying our own gas, that would be just the system gas customers.  Our direct purchase customers will bring in their own supply.

MR. QUINN:  There is an inherent need to provide gas above a flat load profile as --

MR. BROEDERS:  That's what the two point or checkpoint system is for.

MR. QUINN:  Okay.  If that is correct, then you're saying that it is a flat delivery profile and adjustments are made for system gas to meet check points exactly the same way as direct purchase customers?

MR. TETREAULT:  I don't know, Dwayne, that we have the ability to answer that question.  I can say that I don't have the knowledge to deal with that today.

MR. QUINN:  Okay.  I can follow up on that, but the idea of level playing field, to the extent that a direct purchase customer has to meet the check points, is the system gas program meeting comparable check points?

MR. BROEDERS:  You're getting more into an operational as opposed to a costing.

MR. QUINN:  There is costing because it goes to what the gas is bought for and what it is used for, and to the extent that --

MR. BROEDERS:  I get the costs.  I don't necessarily get all of the reasons.

MR. QUINN:  Fair enough.  So the allocators between system gas and company-used gas, if they're seasonal supply brought in or peaking, as originally talked about with Enbridge, are peaking supplies allocated on a percentage basis to company-used gas?

MR. BROEDERS:  I am just trying to think of how the budget works for that.  When we get the costs, the company- used gas is already split out from the supply.  So we use separate allocators for that.

As far as the system -- I don't have to allocate between the system supply gas and the company used, that's already split for me.

MR. QUINN:  Okay.  Well, I think I may just have to ask an interrogatory.  Maybe some of the evidence you provided, Michael, will help me see some of this, but then I can ask a more specific question in an interrogatory, but thank you.

If I may turn back to Enbridge.

You are providing the, as I say, I am going to be specific and talk about that demand profile again.  You are bringing in balancing gas.  There is a premium associated obviously with winter gas.  Is there any allocators in your system that allocate that premium to company-used gas for gas that the company is using during the winter period?

MR. KACICNIK:  All of this higher priced gas, seasonal supplies and peaking supplies, they are all allocated to all customers in the rate class based on their demands.

MR. QUINN:  So implicit in that the company-used gas would have that premium, it would attract those costs?

MR. KACICNIK:  I don't believe so.  Subject to check,  I think that the company-used gas or that requirement is met through every general demand or constant deliveries that come into franchise area.

MR. QUINN:  I appreciate that answer because that is what, I was assuming I might get.

I took it as subject to check, so thank you.

I am going to touch on something I thought was going to come out.  The incremental cost approach is what both companies are using in terms of system gas cost and direct purchase cost, but a cost that wasn't spoke to specifically was ABC, agency billing and collection.

Can you give me a little bit of background, first Enbridge and then Union, how you develop your ABC cost and how it is reconciled with this incremental cost approach?

MR. KACICNIK:  Well, ABC is not Board-regulated.  So let's not go there.

MR. CASS:  I was going to speak up and say I don't really see that as being in the scope of this proceeding as Anton has already mentioned it is not something that the Board regulates.

MR. QUINN:  Well, maybe I am not as knowledgeable about what the Board regulates and doesn't regulate, but if we're talking about a level playing field between system gas and direct purchase customers and that's the basis of this incremental cost approach, how do we reconcile the principles of the ABC charge as being differentiated by system gas or DP?

MR. KACICNIK:  Again, this is a service where vendors can contract with the utility for billing collection and other services.  Again, it is outside regulations, so it's not within the scope of this proceeding.

MR. QUINN:  Ditto? 

MR. SMITH:  You will be surprised to get the same answer.

MR. BROEDERS:  Ditto.

MR. QUINN:  Okay.  What I may do is to choose word the appropriate interrogatory and we can take it up further, but the idea of the principle is a level playing field and I guess thought there would be some recognition in your incremental cost approach there was some recovery from ABC.

MR. KACICNIK:  ABC program has its own revenues and its own costs.

MR. QUINN:  So it is totally outside of the scope of your incremental cost project.  Thank you for at least that clarification and I will decide to go where I may from there.

Thank you, Enbridge.  I think, unless something comes up in discussion with Union, I think those are my questions for you.

Yesterday, we talked briefly about the spot gas variance account.  Can you tell me how Union allocates the costs that go into the spot gas variance account?

MR. BROEDERS:  I don't think we have had any spot gas purchases lately to really delve into that.  Certainly on a cost allocation basis, we don't plan for that.

I think Chris mentioned yesterday that in the case we had spot purchases for balancing purposes, we would take a look at the cause of the need for the purchase.  We would take a look at the drivers for that and figure out cost allocation from there, but at this point we haven't had experience with it.

MR. QUINN:  Haven't had -- recent experience with that?

MR. BROEDERS:  That's correct.

MR. QUINN:  Assuming you had a colder-than-normal winter and you had to get spot gas, would you fall back to your original drivers or would you do a qualitative approach about the need?

MR. BROEDERS:  As I just said, we would take a look at the drivers for the purchase and we would determine an allocation methodology based on that.

MR. QUINN:  Okay.  So there is some level of discretion associated with that, then?

MR. BROEDERS:  Until a situation --

MR. SMITH:  That is not what he said.

MR. QUINN:  Well, I guess what I am trying to understand, Crawford, in, if their system gas program were long, but they had a need for additional gas related to company-used gas for whatever purpose, how that would be developed.  But I will defer to a more specific question later on.

We also talked yesterday about the impact of a collective pool that has both the gas utilized for the company and the system gas.  Obviously in a situation where the gas -- where the entire pool may be long, there may be a need to shed gas and sell the gas at a discount to WACOG.

How is the discount allocated into the pool?  Does it flow through the weighted average cost of gas on an actual basis?

MR. TETREAULT:  I don't know the answer to your question.

MR. BROEDERS:  It is more from an operational standpoint.  I am just trying to -- I don't know.

MR. QUINN:  Maybe I can say it more clearly because it maybe my question challenged -- the comprehension, I didn't say it well.

If your gas is sold off at a discount, does that affect your actual weighted average costs of gas would be reconciled through to the next quarter?  Still don't know?

MR. TETREAULT:  I don't know Dwain.  I think it would be best to ask us that in an IR.

MR. BROEDERS:  I don't know.

MR. QUINN:  Okay, thank you.

Well, the next question is along the same lines, so I will take that as a cue to move on.

I am just going back through my notes.  Angela was asking before and this actually refers back to Enbridge.  She was talking about the reference to page 175, and the fee structure that is associated with it.

Again, would that be in your evidence that you would be providing to us, a reference?  Because you were about to provide her a reference and she deferred on that to ask in an IR, but I thought it would be helpful if we had that reference upfront.

MR. KACICNIK:  Which reference?

MR. QUINN:  Sorry.  It is paragraph 175, and she was asking about the fee structure and build-up of the fee structure.  Would that be in the evidence that you would be providing us in totality, the upfront evidence about your cost allocation rate design methodology.

MR. KACICNIK:  No, it would not be part of that evidence.

MR. QUINN:  Okay.  Could you provide that separate reference, then, in answer to it then when we see the build-up we can ask any specific questions that may fall out of that.

MR. KACICNIK:  Please ask an interrogatory.

MR. QUINN:  Ask an interrogatory.  Okay, I will.  Again, that would reduce the efficiency of our ability to understand it to ask the questions, so I will leave it with you folks as to whether you want to have that information upfront to ask a better question, or we can go interrogatory and then follow it up in cross-examination.

MR. MILLAR:  Well, again, it is not really up to me.  It is if the utilities are willing to provide something upfront then I guess they will do that.  I always encourage parties to work together, if that will reduce the amount of time, even IRs or in an oral hearing or something like that.

Maybe what we can do - I don't know if the utilities have an answer for you right now or anything more - we can try and discuss it offline, but, again, I can't compel anything and can't really do anything but encourage you to find a resolution.

MR. QUINN:  Accepted.  Thank you.  We will discuss offline.

MR. KACICNIK:  Yes.

MR. QUINN:  I think those are my questions.  Thank you, panel.  I appreciate your help with this.

MR. MILLAR:  Anything from you, Jim?

MR. GRUENBAUER:  Yes.

MR. GRUENBAUER:  My questions are just for the folks from Union.

My first question is around -- the easiest way is to ask it off of slide 7 from your presentation, the last bullet.

It says:
"Union does not distinguish between sales service and DP customers in the allocation or recovery of base load balancing costs."

I think Chris Shorts spoke about this yesterday, that on a forecast basis for load balancing costs that are required, that is based on normal weather.  I think that was the first point that came across.  Is that fair?

MR. TETREAULT:  I believe that is the case.

MR. GRUENBAUER:  I am just trying to get a handle on the allocated costs for that normal level of load balancing.  Are those predominantly cost-based services?

MR. BROEDERS:  That's correct.

MR. GRUENBAUER:  Okay.  So we move from forecast into the real world and we get into the actual load balancing costs, and Dwayne alluded to this.  It is warmer than normal.  It is colder than normal.  Your actual load balancing costs then vary from what was forecast.  At a high level, the principles, if I understand that correctly, is any variances in load balancing that are incurred by Union are then attributed to the parties that cause them or the rate classes that cause them, whether it is DP and it is avoided costs, because it is picked up through the checkpoint balancing.

But on the system side, if there's variances that trigger incremental load balancing activity, my question for you is:  Would those costs continue to be cost-based, or could they be more predominantly market-based type services that would be captured in that spot gas variance account that I asked Chris about yesterday?

MR. BROEDERS:  The forecast base load, load balancing costs, are predominantly the storage assets.

To the extent that we have additional costs, I would imagine - we haven't encountered it - it would be spot gas purchases, which would be go through one of the deferral accounts and be based on cost to the company.

MR. GRUENBAUER:  Okay.  Then I am going to page 66 of your evidence.

This is lines 14 through 23.  You are speaking about the balancing gas inventory.  If I understand it, this is an excerpt from previously-filed evidence.

The thing I am going to zero in on is the part that says:
"Union holds 29.5 pJs of balancing inventory to manage the forecast imbalance between the supply and demand of all bundled T contracts."

My first question is:  I am assuming that was the number at a point in time back then; is that right?  And if there's a corresponding number that is required today to meet that forecast imbalance it might be different from that 29.5 petaJoules, but there would still be a substantial amount of balancing inventory that would be held to perform that function; is that fair?

MR. BROEDERS:  I am not sure what the value is today.  During 2007, I think it changed slightly from that figure, but I am not aware of the number.

MR. GRUENBAUER:  I understand that there would be activity that has happened since then, movement between system and DP, and customer growth and so on.

I guess my next question would be:  Is this a fully-loaded asset?  This is space, molecules and associated deliverability?

MR. BROEDERS:  That's just a molecule.

MR. GRUENBAUER:  That's just molecules, okay.

Would there be a notional or a corresponding number for system gas customers for balancing inventory, or does this number arise because of contracting activity and the anniversary dates associated with direct purchase?  I am just trying to get a handle on that.

MR. BROEDERS:  The corresponding line, if you read the next sentence, talks about that Union Gas has gas in storage.

So they're basically the same thing.  It is just for one for one set of customers and the other is for the other.

MR. GRUENBAUER:  This relates to the issue of drafting, right, for DP?  This is available to --

MR. BROEDERS:  It is the amount of gas that we have to have available so that DP customers can use the gas so that the system doesn't go below zero, because then we don't have molecules.

MR. GRUENBAUER:  Okay.  So to cut to the chase, is there a corresponding amount that is set aside for managing your system gas portfolio?

MR. BROEDERS:  Gas and storage.

MR. GRUENBAUER:  Okay.  All right.

Next page, page 67, line 13 and 14, this is in response to the 9.2 question:
"Load balancing costs include costs associated with the use of Union's storage assets, gas inventory, and balancing gas inventory."

I just wondered what the difference was between the second and third items.  What is the difference between gas inventory and balancing gas inventory?

MR. BROEDERS:  As we just spoke about, gas inventory would be system related.  Balancing gas inventory is DP related.

MR. GRUENBAUER:  My final question is on the next page.  I think Peter may have been touching on this earlier.

With respect to maintaining this equivalence of the allocations, and so on, under IRM, do you get any sense at all that might drift a little through the remaining four years of the period?

MR. BROEDERS:  Sorry, what would drift?

MR. GRUENBAUER:  That there may be a drift in the allocation of the costs or the occurrence of the costs as between DP and system gas over that period, or something that's -- that will be appropriately picked up under the mechanism?

MR. BROEDERS:  We don't run the cost studies in the intervening years, so I don't know how any of the allocators may have shifted.

MR. GRUENBAUER:  We will find out when you file the rebasing detail?  That's fair enough.  Thank you.  Thank you, Michael.

MR. MILLAR:  Thanks, Jim.  Ric, does your cabal have any questions?

MR. FORSTER:  We will be handing out bracelets later.  Yes, we just have two questions.

The first one is for Union.  Can you please confirm that you are not proposing any changes to the DPAC fees at this time?

MR. BROEDERS:  That is correct.

MR. FORSTER:  Okay.  For Enbridge, you stated that there is an agreement with stakeholders indicating no changes to DPAC and system gas fees until we got to these proceedings?

MR. KACICNIK:  That's correct.

MR. FORSTER:  You propose DPAC fee changes, but I don't see that you have proposed system gas fee changes.  Can you confirm that?

MR. KACICNIK:  We have proposed changes for both.

MR. FORSTER:  You have proposed changes for both?

MR. KACICNIK:  Yes.  It is in the evidence.

MR. FORSTER:  I missed it.  Can you tell me which page it is on, please?

MR. KACICNIK:  Yes.  Changes in incremental costs are on page 50, paragraph 173.

MR. FORSTER:  Page 50, paragraph 173.  Thank you.

MR. KACICNIK:  For system gas fee, that's recovered volumetrically, so there isn't a change in the fee structure.  It is just change -- or updated cost, that is all it is.

MR. FORSTER:  Those are all of the questions I have on cost allocation.  Thank you.

MR. MILLAR:  James, do you have any questions?  That's it, thank you.

MR. MILLAR:  Sorry, I missed you, Randy, did you have anything?

MR. AIKEN:  No, I didn't.

MR. MILLAR:  Valerie?

MS. YOUNG:  No, thank you.

MR. MILLAR:  Anyone else?  Okay.  I think we will take our break, but I would like to do a quick time check.

I understand from the utilities that the presentations for issue D will be quite short.  Is that right?  How long do you think, Fred?

MR. CASS:  I haven't spoken to anyone about it but I am thinking 10 to 15 minutes perhaps.

MR. MILLAR:  Crawford.

MR. SMITH:  One.

MR. MILLAR:  One minute.  Richard anything, one minute?  What about questions?  I understand there may not be an awful lot for D.  Does anyone have questions on issue D, aside from us?  We just have a couple, I understand.

MR. FORSTER:  We have two, maybe.

MR. MILLAR:  Okay.  Let's come back right at 11:15 then and hopefully we can wrap this up fairly quickly.  Thank you.

--- Recess taken at 11:00 a.m.

--- Upon resuming at 11:17 a.m.

MR. MILLAR:  Okay, let's get started again.

Just a couple of very short preliminary matters.  Jim has pointed out at that there is a minor transcript errata, and I will just read it on to the record.  At page 156, line 17, of yesterday's transcript, it says "end year" when it should be NGEIR, N-G-E-I-R.  So thanks to Jim for that.

One other very minor thing.  In PO No. 2, at page 2 there is a minor typo, and I just wanted to clear that up so there is no confusion.  It states that IRs are due on Friday, December 30th.  However, Friday -- December 30th is not a Friday, so it should read Tuesday December 30th.  The December 30th is correct, it is just the day of the week that was wrong.
ISSUE D:  Billing Terminology and Associated Implementation Issues


MR. MILLAR:  We are going to move now to issue D.  I think we have thrown everyone up on the witness stand, so maybe I will let Fred and Crawford introduce their witnesses.  I understand, Richard, you are also part of the panel?

MR. KING:  Yes.  I will be introducing myself.

MR. MILLAR:  Introducing yourself, okay.
Presentation by Enbridge:


MR. CASS:  Thanks, Mike.  Anne Creery, manager customer care operations, will give a brief presentation on billing terminology.  Anton has joined her in the event that he can assist when questions come up.

MR. SMITH:  Straight from DSM, Keith Boulton.


MS. CREERY:  Good morning, everybody.  Just a little bit of background on this particular issue.

We have -- when we look at our bill, we have two different types, the mass market, which is for general service rates, and large volume for contract rates.  About 40 percent of our customer base is commodity broker contracts.

Enbridge and Union of course have exclusive franchise territories, and we also have different rate structures.

Another piece of background is that Enbridge did undertake a bill redesign, which was launched in January of 2008.  We conducted focus groups with customers in this design to test various formats and terminology, and all of that feedback was incorporated into the design.

The other little piece of background is with respect to CIS, our Customer Information System.  We are in the process of implementing a new system which is planned for April 2009.

At that time, we will be unbundling transportation charges and will be consistent with Union Gas in that regard.

Monthly statement and large volume bills will also be updated to reflect the same format as the mass market bill.

When we look at this issue, two items come to mind.  The first one is that bill presentment is currently consistent.  Both Union Gas and Enbridge bills consist of a summary page, a detailed page outlining commodity, and consumption graphs, phone numbers, definitions, bill messages.

And our terminology is also currently consistent and was vetted in focus groups.

When we look at the issue of standardization, there are some implementation issues.  There are costs, of course, involved with this.  We would also need to update communication materials to explain the change.  We would also have to update all of our other existing materials, the new customer welcome package, our website, the rate handbook, just to give you a few examples, and then, of course, there would also be training involved for staff of Enbridge and also our service provider that provides our customer care services for us.

In addition, we would require an ongoing forum for terminology alignment, which would also incur incremental costs above those that I have already mentioned.

So, in summary, we do not feel that there is any customer benefit to make this change, given that we already have consistency in terminology between Enbridge and Union Gas.  The terminology that's been used has been vetted through focus groups and is what customers are comfortable with, and that there is an extremely limited overlap in customer -- our customer base.
Presentation by Union Gas:


MR. BOULTON:  Thank you.  Good morning, everybody.

One of the things I wanted to start my comments with this morning is that with regards to our bill, one of the things that really guides Union Gas in our thinking is what customers have to say about our bill presentment.

As a result, we presented in our evidence what our customers say and indicate right now with regards to our bill.

I can say it is exceptionally well received by our customers.  We receive very, very high marks on our bill, and that is the feedback we received.

I thought it might be very helpful to talk a little bit about the major bill redesign that we went through back in 2005 and launched in 2006.

You may recall that this redesign was really predicated on the implementation of the rate rider for the four components of our bill, delivery, storage, commodity and transportation.

Again, consistent to my first point, again engaging in significant amounts of research, engaging what customers have to say about our bill redesign through focus groups and presenting customers with various bill scenarios, that research was instrumental in guiding our efforts in redesigning our bill.

I will say it was a significant amount of effort and a substantial cost, in terms of redesigning a bill.

Based on the feedback that we have received during our bill redesign, as well as our current ongoing research, Union is not proposing to change any portion of our bill in terms of bill presentment at this time.

It is also our view there is no research that we are aware of or evidence to suggest that customers are either comparing the Union bill to the Enbridge bill or to any bill issued by other utilities.

Our view, referencing back to my previous comments, that standardizing or changing our billing terminology in any way would be a substantial effort and potentially significant costs, with little or no benefit for making any changes at this point.

MR. SMITH:  Thank you.
Presentation by NRG:

MR. KING:  We have -- NRG has five rate classes, three non-contract rate classes, two contract rate classes.

Our non-contract rate classes have -- well, two or three charges showing up on the bill, depending on whether they're system gas or not.  They have a monthly fixed charge and a delivery charge, and if you're on system gas, they have a gas supply charge.

Our contract rate classes have what's called a monthly customer charge.  They may have a monthly demand charge, and then they will have a monthly firm delivery charge or a monthly interruptible delivery charge.  We are not proposing to make any changes.

MR. MILLAR:  Thank you.  Board Staff will go first, I think, and then we will see what, if any, questions remain.
Q&A Session


MS. PACHON:  Thanks, Mike.

Our first question is for Union.  On page 69, lines 17 to 23, Union indicates that as part of the bill redesign they will introduce for new rate riders lines in the bill.

So just explain the purpose of these four riders that were introduced.

MR. BOULTON:  So my understanding is this was a requirement coming out of a rate decision in 2004 for greater transparency for customers to understand all of the component elements of our bill specific to those particular line items, so that, again, as adjustments are required, as part of our quarterly rate adjustment process or any rate adjustment process, that those balances would be recovered in a more timely fashion and presented in explicit detail on the bill.

MS. PACHON:  Each rider specifically, do you have more information?

MR. BOULTON:  I think the intent was the same for all four, so that, again, any adjustments to any of those rates would be adjusted and presented on a consistent, timely fashion.

MS. PACHON:  Right now, are they presented separately on the bill?

MR. BOULTON:  Yes, they are.  If you were to look at the Union Gas bill on the second page or the back page, you would see a specific rate rider for each of those four components.

MS. PACHON:  Okay.  Well, thank you.

Now for Enbridge.  On page 55, paragraph 193, Enbridge says that it conducted consumer focus groups to test some of the terms used on the bill.

So did this consultation include input on the line item that deals with the disposition of the PGVA, the gas cost adjustment?

MS. CREERY:  I specifically do not recall that specific comment or that specific piece.  We would have to review our research.

MS. PACHON:  Okay.  Well, I will send an IR question you can review.

So because I mean with respect to this line item, the disposition of the PGVA, we wanted to know if Enbridge is proposing the status quo with respect to this line?  Or any sort of changes?

MS. CREERY:  We are proposing status quo.

MS. PACHON:  Oh, okay.  Thank you.  Last question for Enbridge.  On page 54, it says that Enbridge will unbundle the transportation charge component of the bill, consistent with Union Gas.

Can you explain a little bit more about this change?  Is that just because there is a new consumer information system in place or...

MS. CREERY:  Yes.  Because under our current customer information system, it's been very difficult to do further unbundling of the rates, and so we have the commitment to do that further unbundling with the implementation of our new system.

MS. PACHON:  Will that include also load balancing?  Or just transportation?

MR. KACICNIK:  Just transportation.

MS. PACHON:  Okay, thank you.

MR. MILLAR:  Thanks, Angela.  Is there anyone else who had any questions?  Julie, do you want to start?


MS. GIRVAN:  Sure.  This is a little bit what we were sort of trying to get at yesterday in terms of what is essentially "commodity."

I should know this, but is the commodity costs in each of your bills comparable to what the marketers offer as "commodity"?

MR. BOULTON:  Are you addressing that to...

MS. GIRVAN: Either or both of you.

MR. KACICNIK:  Do you mean in terms of dollar amounts?

MS. GIRVAN:  No, no, no.  Just in terms of the component.  Is it comparable?  Is it a comparable product?

MR. KACICNIK:  Yes, I would believe so.

MR. BOULTON:  In Union's case, I would say yes, it is.

MS. GIRVAN:  Okay.  So it is a one-for-one.  So if the marketers are offering 30 cents and your commodity costs in your line says 30 cents per cubic metre that, it’s comparable?

MR. KACICNIK:  Well, I would just caution that our gas supply charges are regulated by the Board.  They change quarterly.  We learn about the components that go in there.  When the prices are determined based on market forces --

MS. GIRVAN:  No, I realize that.  I just want to make sure that we're talking about the same product and the pricing of that product is the same.

MR. BOULTON:  If I could just add, Julie, if you look at least my understanding of how marketers advertise their pricing, there is two components.  One is the base commodity and the other is transportation to land that gas in Ontario.

That's similar to two components that exist on the Union bill.  And both numbers are presented.

MS. GIRVAN:  Is that the same -- sorry, is that the same in both Union's southern and northern zones?

MR. BOULTON:  The transportation rate is presented on the bill in both the north and the south.  They would show up in different locations on the bill, because the transportation is part of the service that we provide in the north.  But the rates are presented on the bill.

MS. GIRVAN:  Okay.  Thanks.

MR. THOMPSON:  Just a question on bill format.  I see Union went through a major bill redesign in 2006 and you are getting good feedback on this is what I understand.  Is that right?

MR. BOULTON:  Correct.

MR. THOMPSON:  Then Enbridge says it went through a bill format redesign in January of 2008.  Is that right?

MS. CREERY:  Correct.

MR. THOMPSON:  You tested various formats.  Was Union's bill format used in this exercise?

MS. CREERY:  Components of Union's format was used in the development of ours.  So we had a number of different scenarios we tested.

MR. THOMPSON:  So you considered, their format and you have your own.  Big picture, what are the major differences between Union's format and Enbridge's format that came out of this redesign process?

MS. CREERY:  There are no major differences.  The first page is a summary page, which is a summary of all of the charges.  The back of the first page, it is now duplex printed so that we're saving paper, and it is the detailed charges on the commodity.  We also now -- or sorry, Enbridge now includes a graph, which it did not previously have.  So we now have a consumption graph.  It is bill messages.  Those are all same idea.

The only, the key difference between Enbridge's bill and Union's bill is that Enbridge also bills, has charges for other companies, energy companies --

MR. THOMPSON:  They have the --

MS. CREERY: -- which are now included on page 3 of our bill.

MR. THOMPSON:  Okay.  In terms of terminology, when you use a word and they use a word, does it mean the same?  Any major terminology --

MR. SMITH:  Assuming it is the same word.

[Laughter]


MR. THOMPSON:  Smith, Smith doesn't mean the same --

MS. CREERY:  One of the differences in terminology is Enbridge uses the term "customer charge," and -- or Union uses “monthly charge” for the monthly fixed rate charge.

MR. THOMPSON:  Okay.  But other than that?  Generally compatible?

MS. CREERY:  Generally --

MR. THOMPSON:  Just big picture.

MS. CREERY:  Very consistent, yes.

MR. THOMPSON:  Thanks.  Those are my questions.

MR. MILLAR:  Anybody else, Rick did you have anything?

MR. FORSTER:  Yes.  Just a couple of questions.  The first one is for Enbridge.

The reference is page 56, paragraph 195.  In that paragraph, you state that there will need to be an ongoing mechanism to coordinate bill messaging between Enbridge and Union Gas.

Could you please explain why that would be the case?

MS. CREERY:  The thinking here is that if we make a change when we had rate cases, we would have to get together, have to decide on what the terminology is.  We would likely have to conduct focus groups together with customers to test that language so that we can both agree on what is appropriate.

MR. FORSTER:  Sorry, just for clarification there.  You are saying it is actually the terminology and not the bill messaging?  Because I think that there is a big difference between bill messaging and between terminology.  Your evidence says that you will need to coordinate bill messaging.

MS. CREERY:  To the extent that terminology finds its way into bill messaging, then, yes, bill messaging would also have to be considered. 

MR. FORSTER:  So it is really terminology?

MS. CREERY:  It's both.

MR. FORSTER:  Okay.  Does Union have a view on that?

MR. BOULTON:  I mean, our view at this point is that in terms of common terminology, in Union's view, relate to terms that are standard on our bill.  Relative to messaging that we put out, for example, a marketing message, you know, from my perspective, from Union’s perspective, that would be a different issue.

So things like monthly charge and customer charge, I think that is the scope of discussion around terminology, and our view, is those are already very similar.

Messaging that we put out on a frequent or infrequent basis, around either messaging or on safety or marketing, those are separate and trying to get alignment around those types of messaging would be an incredibly difficult challenge for utilities to accommodate that.

MR. FORSTER:  Thank you.  My next question is more around customer education.  So I would like the opinions of both of the utilities.  If they would agree that harmonized billing terminology, amongst natural gas distributors, could provide customers province-wide, with clearer understanding of materials presented to them either from the utilities themselves, from the Board, or from the media.

MR. BOULTON:  Just to clarify.  Are you talking about messaging on the bill?  Or in the bill?

MR. FORSTER:  I am talking about terminology because we have discussed things like customer charge, versus monthly charge, delivery charges, those types of things.


Do you feel that if there were standardization that it might be easier for -- from a customer education perspective, when items come up in the media or from the Board, for it to be better understood by customers?

MR. BOULTON:  From Union's perspective, our view is that there is no value in taking any further action in terms of standardizing billing terminology, that when you compare specifically the Union and Enbridge bill, they are really consistent in terminology and that any additional changes will add very little value and potentially cost in making those changes.

MS. CREERY:  Enbridge's view is the same --

MR. FORSTER:  Did I --

MS. CREERY:  -- that our terminology is very consistent, the differences are more subtle in nature, and that the incremental value for customers would be negligible.

MR. FORSTER:  Do you have research that you could share on that?

MR. BOULTON:  The research that we do and we presented in our evidence suggests that we -- again, we receive very high marks on our bill, and there isn't anything to suggest in that evidence that any changes are required.  So we have tried to present that, at least from a high-level perspective, in our evidence.

MS. CREERY:  Enbridge has presented the same, that we have done our research with customers on what the terminology is, and what they understand and what makes it more understandable for them, and we have used the terminology that has come out of those focus groups.

MR. FORSTER:  Thank you.

MR. THOMPSON:  -- (inaudible) discuss these terminology issues?

MR. SMITH:  Are you asking more questions?

MR. THOMPSON:  My name is Smith.

MR. MILLAR:  We have five hours left so...

MR. THOMPSON:  My name is Smith.  I would just like to ask one more question.

[Laughter]

MR. MILLAR:  I think Valerie had a question or two.

MS. YOUNG:  Yes.  I just wanted to follow up with Enbridge and get some clarification around the unbundling of the transportation component, if I could.  That is going to happen next year with the new CIS system?

MR. KACICNIK:  That's correct.

MS. YOUNG:  So does that mean that -- for all rate classes, or will it just be for the large volume rate classes that the transportation component will appear separately?

MR. KACICNIK:  For all customers.

MS. YOUNG:  For all customers.  And for the large volume customers, will what's left -- I guess the transportation component is coming out of what is now called the load balancing charge, but once it is out, it leaves a small -- relatively small amount for load balancing.

Will that load balancing charge show up on the bill separately for the large volume customers?

MR. KACICNIK:  Yes, I believe so.

MS. YOUNG:  Okay.

MR. KACICNIK:  Either that, or it will be rolled in with the delivery charges.  But today you have load balancing charge separately on the bill, and then transportation would be just an addition to the bill, and load balancing charge would stay.

MS. YOUNG:  Do you know if you are leaning towards rolling it into delivery or keeping it separate, the load balancing component?

MR. KACICNIK:  It would remain.  Transportation would be the new item on the bill.

MS. YOUNG:  Okay.  Then for Ontario T service customers, there will simply be no transportation component at all?

MR. KACICNIK:  Yes, that's correct.

MS. YOUNG:  Okay, thanks very much.

MR. MILLAR:  Is there anyone else?

Okay.  Not hearing anything, this concludes our technical conference.  I would like to thank the utilities for putting together what I think we can all agree were very informative presentations, and thank the intervenors for working together to make sure we didn't have repetition in questions and ensuring (inaudible).


So thanks again and have a good weekend.

--- Whereupon the conference concluded at 11:43 a.m.
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