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Thursday, December 4, 2008

--- On commencing at 9:02 a.m.

MR. SCHUCH:  Good morning, everyone.  Welcome to technical conference for the phase 1 of the Enbridge 2009 rate case under File No. EB-2008-0219.  My name is Colin Schuch, and I am with Board Staff.  I am joined today by Donna Campbell, who is the Board counsel on this case.

Now, before we get into talking about some of the procedural matters, and we will be, I think I think we should register appearances.  So why don't I start on my left?
Appearances:

MR. CASS:  Fred Cass and David Stephens, counsel for Enbridge.  With us are Norm Ryckman and Robert Bourke.  There are also six witnesses, but perhaps we will identify the witnesses when it comes time for the testimony to start.

MR. MONDROW:  Good morning.  Ian Mondrow - that's M-O-N-D-R-O-W for the transcript - representing IGUA.

MR. SCHUCH:  Thank you, Ian.  I see Mr. DeVellis has just joined us.

MR. DeVELLIS:  Good morning, Colin.  John DeVellis for School Energy Coalition.

MS. YOUNG:  Valerie Young, OAPPA.

MR. KILLEEN:  Bill Killeen with ECNG Energy.

MR. AIKEN:  Randy Aiken, BOMA.

DR. HIGGIN:  Roger Higgin, ECS, representing VECC.

MS. GIRVAN:  Julie Girvan for the Consumers Council of Canada.

MR. WOLNIK:  John Wolnik, representing APPrO.


MR. STACEY:  Good morning.  My name is Jason Stacey.  I have a consulting business in Montreal in my name, and I'm also -- as an intervenor, and I am also representing Sithe Global Canadian Power Services Ltd.

MR. SCHUCH:  Thank you.  Yesterday, I circulated a draft agenda to everyone, and that agenda proposed that we proceed with the day on the basis of topics.  By the way, I have extra copies of the agenda, should anyone need it.

I understand, in speaking offline with Enbridge, that that may not be the best way to proceed with the day.  So with that, perhaps I could open the floor to discussions about the best procedural way to proceed today.

MR. CASS:  Colin, if I could just make a comment on that, because you did refer to the views of Enbridge.  I don't know that we feel really strongly about it, but I think our concern was that the questions have come in in writing by intervenor, if the questions are then answered by topic, we felt that it might create a somewhat confusing record in matching up the written questions that have come in with the transcript that will be created, should questions be answered in a different format than the way they were asked.  That was our concern.

MR. BOURKE:  Colin, if I can continue with the procedural items, in regard to interrogatories that are available in hard copy, at the back of the room I have put four packages.  In there we have written interrogatories that have yet to be filed on the RESS board website, but they will be at some point.  

They are available in handout form right now.  I will give you an inventory of them.  We have identified them using the dockets that we have used in previous years; that is, we have titled them all as Exhibit I, for interrogatory.  Tab number 1 refers to Board Staff, and we have hard copy for schedules 3, 4 and 5.  

And in all cases, the balance of previously submitted interrogatories will be responded to by the witnesses orally today. 

Tab number 2 is APPrO's IRs, and we have schedule 4 in hard copy.

Tab number 3 is BOMA, and we have schedules 1, 2, 3, 7, 8, 9.  

Tab number 4 is CME, and we have schedule 2 and schedule 7.7.

Tab number 5 is OAPPA, and we have schedule 1.

Tab number 6 is SEC.  We have hard copies of schedules 1 through 5.

Tab number 7 is responses to VECC.  We have schedule 2 and schedules 6 through 9.  

Tab number 8 is CCC.  We have schedules 1, 2, 4 and 5. 

Those are all the submissions that we received in advance.  Those are all the hard copies that are available.  The balance will be responded to orally.

MR. SCHUCH:  Okay.  Would it make sense, then, to proceed by exhibit number and by tab, and just work our way through the questions?

MR. BOURKE:  It might be beneficial in terms of the intervenor asks the questions, because there will need to be those unresponded in hard copy questions read into the record, and that will be an easy way for my witnesses to respond to them.

I should also mention that there were two packages that were at the back of the room that do not have exhibit numbers, yet.  We might want to provide them exhibit numbers.  They are both going to be spoken to by Anton Kacicnik.  One is titled, "Revenue-to-cost ratio excluding gas supply commodity."

MR. SCHUCH:  Let's assign that an exhibit number right now.  How about Exhibit TC-1.1?
EXHIBIT No. TC-1.1:  Document entitled, "Revenue-to-cost ratio excluding gas supply commodity."

MR. BOURKE:  And the second package is entitled, "Allocation percentages, December 31, 2009."

MR. SCHUCH:  We will assign that TC-1.2.
Exhibit No. TC-1.2:  Package entitled, "Allocation percentages, December 31, 2009."

MR. BOURKE:  Thank you.

MR. SCHUCH:  Now, I understand that because these written answers have been filed this morning, that many of the parties will not have much of a chance to read them.  Does it make any sense to adjourn for an hour, or something like that, give the parties a chance to read the answers, and then we would come back, and then launch into the main part of the technical conference?  

Does anybody have any views on whether that's acceptable or makes sense?  

MS. CAMPBELL:  I actually think is it a much more efficient use of time.  It might not be an hour.  It might be 30 minutes, but what I suggest we do is that since nobody has had the time to go through it, there may be questions arising out of these.  The more difficult way of proceeding would be to read the answers with everybody sitting in the room and formulating questions as they read.  I think it would simply be more efficient for people to review them, and then decide whether they even have any questions about some of the answers.  Some might not provoke questions; others might provoke more, and without knowing what is in the bundle, it is very difficult to figure out what it is exactly that you wish to focus on in the time we have available.

Mr. Cass, you are looking at me.  Do you agree or disagree, or you haven't had enough caffeine to figure out whether you feel strongly either way?

MR. CASS:  Well, I think we are ready to go as and when others are ready to go.  If half an hour is needed for people to read them, then I think that is fine.  We are ready to go.

MS. CAMPBELL:  I suggest that we break and we come back at quarter to 10:00, by which time everybody should have had a chance to review.  And if more time is needed, obviously people can walk back in and say, We need more time.

But at least we will be able to have an overview of what you have filed and start to think about questions that might occur, and then we will take a break.  We will have some questions, and then take a break over -- easily over lunch, we can formulate more and read more, but I think just to start with some sort of framework to understand, because some of the answers that you might give actually might play on answers you have already provided in writing.

So I suggest that we break until quarter to 10:00 and come back, having grasped everything that is in these bundles, ready to go.  

--- Recess taken at 9:12 a.m. 

--- Upon resuming at 9:44 a.m.

MR. SCHUCH:  Welcome back, everyone.  Now that everybody has had a chance to read through the filed written interrogatories, why don't we start the main part of this technical conference?  And I propose we start with the Board Staff interrogatories.  It looks to me like interrogatories one and two will be oral.


MR. CASS:  Colin, perhaps I will just quickly for the record introduce the witnesses.  Then we can get into the questions.  Starting with the witness furthest away, everyone will recognize Kevin Culbert, manager, regulatory accounting.  Beside Kevin is Jackie Collier, manager, rate design.  Then Anton Kacicnik, manager, rate research and design.  Joel Denomy, manager, economic and market analysis. Tom Ladanyi, manager, budgets and financial analysis.  And finally, Irene Chan, manager, margin budgets and accounting.
ENBRIDGE GAS DISTRIBUTION - PANEL 1


Kevin Culbert


Jackie Collier


Anton Kacicnik


Joel Denomy

Tom Ladanyi


Irene Chan


Those are the witnesses, and please go ahead with your questions.

Questions by Board Staff:


MR. SCHUCH:  So I take it there will be an oral response to Board Staff number one; is that correct?


MR. KACICNIK:  Yes, that's correct.


MR. CASS:  Do you think it makes sense for the record, Colin, to read the question before the answer?


MR. SCHUCH:  It probably does.


MR. CASS:  Great.  Thank you.


MR. SCHUCH:  I will read the question into the record, so this will be Board Staff No 1 (a); 1(a):

"Please confirm that there have been no departures from the terms of the EB-2007-0615 settlement for the calculation of the 2009 revenue requirement, assignment of the revenue requirement to the rate classes, and the derivation of the 2009 rates."

MR. KACICNIK:  Confirmed.


MR. SCHUCH:  Thanks you.  Part B of question one is -- I don't think it is any longer valid because the answer to part A was confirmed.  So let's move to question number two, bill impacts:

"The bill impacts listed in the application are in some cases notably different from those suggested in the settlement agreement (Appendix G).  For example Rate 1 at 3,064 cubic metres shows virtually no bill impact in the application yet the settlement suggested an $11.67 per year bill increase for 2009.  While it is understood that Enbridge is not bound to the bill impacts in the settlement, what are the main factors contributing to the variance in the bill impacts?"

MR. KACICNIK:  The company provided estimates as part of the settlement agreement, and they are attached as Appendix E to that settlement agreement.  When we derived those estimates, we kept certain inputs such as inflation and volumes constant for that entire period of five years.  For example, inflation was held constant at 2008 level and volumes were held constant at 2008 level.

For this application, we updated those values and the outcome is -- it is a positive outcome for ratepayers.  Having said that, the main factors contributing to lower rate impacts as well as bill impacts are degree day and volume forecast, lower inflation rate as well as impact of gas supply and exchanges.


MR. SCHUCH:  Thank you.  I think the next question is Board Staff No. 4, which was answered in writing, and I have no questions further on that response.

MS. CAMPBELL:  Sorry, I have that both question three and question four were answered in writing.  Am I right?


MR. SCHUCH:  Yes.

MS. CAMPBELL:  Schedule four.  Okay.

I do have a question about the answer to schedule 4, and just so the record is clear, schedule 4 being of course Board Staff question four.  The question was:

"How was the forecast of new customers impacted by the current economic slowdown?  If so -–"
And I think that means if it is impacted.
"-- is the company of the view that its forecasts should be updated?  In this event, what would the new forecast of customer additions be?"

And the part of the response that I want to ask the question about is the middle paragraph, which says:

"The 2009 customer additions budget has not been updated to reflect changed economic expectations for 2009.  The company will not be providing an update for its forecast of 2009 customer additions."

And my question is:  Why are not providing the update?  Why is it that you believe it is not necessary to do so?


MR. DENOMY:  I was one of the respondents to that particular interrogatory.  At this point in time, due to the timing of the rate application --


UNIDENTIFIED SPEAKER:  Is you mic on?

MS. CAMPBELL:  The green light has to really flash, like be bright.  Is it bright?


MR. DENOMY:  It's on.  Maybe I will try and speak closer to the microphone, then.

The company has concerns with the timing of the application.  Specifically, any updates would probably push back the timelines as we have set out.  We are currently in the midst of examining the economic impacts and we haven't produced a 2009 reforecast of customer additions at this point in time.


MS. CAMPBELL:  Will you be producing one?  In the normal course of business, you would, would you not?


MR. DENOMY:  In the normal course of business, yes, but for the purposes of this particular application, no.

MS. CAMPBELL:  And would it be filed next year with the -- what is your intention, sorry, of bringing that updated information to the attention of the Board, or is it not your intention?


MR. DENOMY:  For the 2009 rates?

MS. CAMPBELL:  Yes.


MR. DENOMY:  It is not our intention to bring that updated information to the Board for 2009 rates.

MS. CAMPBELL:  Okay.  I appreciate that you haven't undertaken the work.  Do you believe that there will be an impact?


MR. DENOMY:  I believe that there will be an impact.  Exactly what that impact will be, I cannot say at this point in time.

MS. CAMPBELL:  Would the impact be, in your opinion, material?


MR. DENOMY:  I don't know, because I haven't seen a forecast and we haven't run through any customer additions reforecasts through the entire budget to see what the entire impact would be.

MS. CAMPBELL:  Thank you.  I am going to think about that bit more.  You are going to be in the room for a bit longer, so thank you.


MR. SCHUCH:  Board Staff Interrogatory No. 5 was provided in writing, and I have no questions on that answer.  And the remainder of the Board Staff interrogatories, six through nine, will be dealt with orally.  Board staff No. 6:

"In the gas volume budget evidence (for example in paragraph 8) the company mentions that economic factors have an impact (sic) on the gas volume budget.  In some cases, factors such as the 'high gas and oil prices' and 'a strong Canadian dollar' have changed markedly since the time of filing the application.  In light of the changed economic circumstances since the application was filed, does the company intend to revise the gas volume budget?"

Can we deal with that question now?


MR. LADANYI:  We have no plans at this time to update the gas volume budget for this proceeding, although we are obviously concerned, as everybody is, about what is going on in the economy and the impact it will have on our business, but the current regulatory proceeding doesn't seem to allow a process whereby we would essentially take time out for several months to redo the budget completely from scratch and start again.  So we really have to go with the numbers as they are, but we are quite concerned.

There will be different factors that affect the volumes that we have had.  We have seen some additional loss in industrial volumes, so even though Canadian dollar has now gone down, and all things being equal, one would expect the economy would pick up as a result, but as we all know, the economy has not picked up.  So hopefully maybe it will at some time in the future.

Certainly some of those manufacturing plants that have closed, they don't seem to be reopening from what we can see.  Maybe they will again in the future, but we are still studying the situation and it is too early to tell how things are going to turn out.


MR. SCHUCH:  So the next -- thank you Mr. Ladanyi.  The next part of this question was:

"In the company's view, should the as-filed numbers change because of the changing factors?"

MR. LADANYI:  Well, the numbers are changing in several different directions, and that is why I am reluctant at this point in time to give you any particular comments about the update.  They are -- you know, as I said, there is a possibility, and all things being equal, you could say, well, the Canadian dollar has gone down and, therefore, there should be a pick-up in manufacturing in Ontario, as our manufacturing plants become more competitive and can export into the US.

On the other hand, as we know, things are not looking that good in the US marketplace either, so, essentially, it is too early to tell right now, I would say, and we are studying the situation.

We are concerned, and maybe when we get to settlement negotiations, we can discuss how all these numbers interrelate with each other, but we do not have any updates at this time.

MR. SCHUCH:  Thank you, Mr. Ladanyi.  I think that will take care of the last part of Question No. 6, and that is, if there is a change, what would the impact on the gas volume budget be?  I think that is now taken care of by your answer.

Board Staff No. 7, in paragraph 16 of the evidence - I am referring to Exhibit B, tab 1 schedule 5 - the company mentions that higher gas prices in 2009 will contribute to declining residential average use.  Table 3 on page 9 quantifies the factors.

In light of the decline in natural gas prices since the application was filed, does the company intend to revise its outlook as to how gas prices will impact residential average use?  Perhaps you can deal with that part of the question first.

MR. LADANYI:  Well, our experience has been that in situations where there is, for example, a decline in gas prices, that the marketplace has not quite responded directly.  And usually what happens is, as the decline in average use over time happens - I was looking for the graph in the evidence, by the way - what customers normally do -- so maybe I can take you the figure 1, which is Exhibit B, tab 1, schedule 5, page 7.

I will give you time to open that page.

MR. SCHUCH:  This is figure 1, residential normalized average use?


MR. LADANYI:  Exactly, against gas prices.  So in the left-hand axis, you will see the average use axis.  On the right-hand side, you will see rate 1 gas supply charge, which is essentially the cost of gas as experienced by the customers.

You will see, even in years where the gas prices have in fact declined, we have not had an increase in average use.  All we have had, really, is a slightly slower decrease.  And the only anomaly occurs around year 2000.  I think we discussed that at length in the hearing a couple of years ago, and that was related probably to dot com boom, but we are not entirely sure.

But generally what we have seen is that the gas prices have an impact on -- and when they are high, customers will install more installations in their homes.  When the gas prices essentially go down, customers don't rip out insulation from their homes and start using more gas again.

So the general trend in the curve is always downward.

Another thing to keep in mind is that we now have the average use true-up variance account, so if by some chance we are not correct in forecasting how gas prices are affecting average use, it will be trued up and it will be of no impact to either ratepayers or the company.

MR. SCHUCH:  Now, that would apply to residential?

MR. LADANYI:  And also to rate 6, which is general service rate 6, which is would be apartment and small commercial.

MR. SCHUCH:  I understand that true-up does not apply to contract volumes?

MR. LADANYI:  Correct, it does not.

MR. SCHUCH:  According to the settlement.

MR. LADANYI:  It does not apply to contract volumes.

MR. SCHUCH:  Thank you.  So I take it, Mr. Ladanyi, that the company does not intend to update its filed numbers due to the change in the natural gas prices?

MR. LADANYI:  No, it does not.

MR. SCHUCH:  Thank you.  Now I can turn to Board Staff No. 8.  I don't believe we have a written -- we don't have a written response.  The question is:
"Please provide a sensitivity analysis on the 2009 distribution revenues of changes to the gas volume forecast.  What is the effect of a plus 500 106 m3 and of a minus 500 106 m3 change to the forecast of distribution revenues?"


MR. LADANYI:  One of the reasons why we haven't provided this is that 500 106 m3 is really a very, very large impact, and it is of a scale that we really don't know how we would approach it.  So as I mentioned, decline in -- for example, in industrial volumes, those declines are in the range of about 30 to 60 million m3.  500 million m3 would really be a complete collapse in the Ontario marketplace.

We are not entirely sure how we would model this for you.

MR. SCHUCH:  Is there another number that makes more sense, perhaps something like 100?


MR. CULBERT:  Perhaps I could chime in.  Ken Culbert.

We are not sure we understand the context of the question in its entirety.  Are you asking if there was a change in volumes as a result of change in customer additions and ending customers in the DRR revenue calculation?

Let me put that into context.  We look at the question, and we go, Well, if we just change the volumetric budget without a change in the DRR calculation, the distribution revenue requirement calculation, a change in volumes at the end of the process really doesn't impact the development of the distribution revenue in the  formula.  Do you follow what I am...

MR. SCHUCH:  Why is that?

MR. CULBERT:  Well, because to actually change -- the way the DRR formula works is it is driven off of customer numbers.  So if you look at the formula at Exhibit B, tab 1, schedule 2, page 1 of 6, the volumes that come out of what -- your expectation of customer unlocks, et cetera, at the end of the period drives your volumetric budget.

So if you are to just change some assumptions in volume without the impact on what you expect your customer numbers to be, it is kind of back -- a little backwards.

So we are wondering -- do you follow what I am getting at?

MS. CAMPBELL:  Yes.  What you are saying is that if you want to see a sensitivity study, you are looking at the wrong number?

MR. CULBERT:  Correct.  The way you --

MS. CAMPBELL:  Because the 500 is the end result --

MR. CULBERT:  A derivative of --

MS. CAMPBELL:  So if you want to see the true impact of the sensitivity analysis, you go to the core number, which is the customer number?

MR. CULBERT:  Correct.  You start with what your expectation of customer numbers is.  You develop the revenue stream, and there are a number of questions by various intervenors in that vein.

MS. CAMPBELL:  I was about to say, yes.  And so what you are saying to me, then, sir, is that if you look at the answer to Staff question -- schedule 3, the answer --

MR. CULBERT:  Correct.

MS. CAMPBELL:  -- where a number of people asked for sensitivity analysis of -- going to the core number, which is -- what I am calling the core number, which is the customer?

MR. CULBERT:  Correct.

MS. CAMPBELL:  And what it showed was that every change that was requested in customer addition -- so 1,000 customers added 2,500 or 5,000 made immaterial changes?

MR. CULBERT:  Correct.  So if we are to change assumptions around customer additions and ending customer, that drives a change in volumes that you are forecasting, as well, and obviously if your volumes go down or up, depending on what you do with your customer expectation numbers, that would change what your volumes are that underpinned who you are going to charge the distribution revenue to, how you are going the allocate that amongst the rate classes.

MS. CAMPBELL:  So what is the number in customer additions that achieves materiality?  We are looking for a sensitive study.  What we are trying to figure out is:  When does the change become material?  What is the number that will cause a change?  Can you give me some insight into that?

MR. CULBERT:   Well, as you can see in response to Board Staff No. 3, if we are looking at an estimate of changing customer additions of 5,000 --

MS. CAMPBELL:  It is roughly 10 percent.  You are saying 10 percent is still not material?

MR. CULBERT:  You are only looking at what we determine there to be the revenue change, the calculation of revenue is $700,000.  Your volume would change, as well.  Mr. Kacicnik's volumes that he uses to distribute that amongst the rate classes would change, as well, but maybe he can elaborate on that.

The impact you would see in the percentage rate change would be an immaterial change for that type of volume and that type of revenue change.



MS. CAMPBELL:  Could you fill in the blanks, sir?

MR. KACICNIK:  In a nutshell, if customer numbers go down, that means there would be less cost for revenue requirement to recover, but at the same time, volumes would decline proportionally.  So there would be very little impact on rates.

MS. CAMPBELL:  Using the reverse and going up?


MR. KACICNIK:  Correct.  If we look at it in reverse, more customers means higher revenue requirement, but we also have more volume, so again, the rate impact would not be material, because you are dividing more cost over more volume or less cost over less volume.

MR. SCHUCH:  Now, if the question was recast to provide an impact on -- of a change in volumes to the rates, then the answer would be quite different, I think. 

MR. KACICNIK:  Yes, you are right.  

MR. SCHUCH:  Okay, thank you.  I believe that there is one more Board Staff question to be answered orally.  Under the heading of the Y factors for capital, there were two projects listed at the time of filing.  Question:

"Are there any new leave-to-construct applications related to power generation contemplated by Enbridge that could proceed in 2009?"

MR. CULBERT:  In response to that, there are none that we are aware that could proceed in 2009. 

MR. SCHUCH:  Thank you.  And that would conclude the Board Staff section of the questions, and I think the next up is APPrO.

Questions by Mr. Wolnik:


MR. WOLNIK:  Good morning, panel.  I am John Wolnik, representing APPrO.  I will read these questions that you haven't already answered. Question number one deals with utility income calculation:

"Exhibit B, tab 1, schedule 6, appendix A, page 3 of 5 illustrates the calculation of the utility net income that is subsequently used to calculate gross revenue deficiency.  Enbridge notes in Exhibit B, tab 1, schedule 5, Appendix A, page 2 that the company had two rate 125 customers in 2008 and will have three in 2009.  Similarly, on page five in the same appendix, no revenue at existing rates was included in the gross revenue deficiency calculation, other than a rounding adjustment.  Given that these customers are large customers with minimum daily loads of in excess of 600,000 m3 per day, please explain why in the calculation of the Y factor utility income, no revenue has been included in the calculation of utility income."

MR. CULBERT:  Yes.  I will respond to that question.  Maybe Mr. Kacicnik will join in.  Perhaps the use of the schedule that we are referring to -- Exhibit B, tab 1, schedule 6, and the five pages that show the calculation of that revenue requirement, perhaps those documents were sort of misleading in terms of what they were supposed to be representing.  These are schedules that came from the era that we were in, cost-of-service, where we were determining whether we were deficient/sufficient relative to existing rates.  These were used in 2008 to try and show what the cost side of a revenue requirement was for a project that didn't have any base revenues when we started in 2008.  There were no base revenues relative to a power gen project. 

So if -- perhaps the schedule should not have been structured in the format that talks to a deficiency/sufficiency, because all it really is trying to do is represent the cost side or revenue side of the equation.  The revenue side of the equation is -- so once we develop the entire cost inclusive of the cost of these two projects, the revenue side that Mr. Kacicnik then develops just includes those costs in his collection of revenues.

So I guess what I am getting at is perhaps I shouldn't have used schedules which talk to a deficiency/sufficiency per se, they just should have ended at the cost revenue requirement of the projects.  Does that help?

MR. WOLNIK:  Yes.  Does that mean -- or how is the revenue picked up, then?

MR. KACICNIK:  The revenue is picked up through the rate design process, which assigns revenue requirement to the rate classes and then derives unit rates.  It works very similar to the cost-of-service regime, how we design rates under cost-of-service regime.  The key difference is that under cost-of-service, revenue requirement was determined using grassroots budgets.  We had operating and maintenance budget, we had capital budget, we had depreciation budget, et cetera, so all that went into the derivation of revenue requirement.


Under our incentive regulation framework, that exercise is replaced by the formula that we have.  So the formula develops the cost side of the equation, which then flowed through assignment of revenue requirement and derivation of rates.  So all Y factors, what they do is derive the cost side.  Revenues are picked up through the rate design process.


MR. WOLNIK:  Question No. 2 on the revenue requirement calculation --

MR. THOMPSON:  John, can I interrupt for a second?

MR. WOLNIK:  Sorry.  Yes.



MR. THOMPSON:  Does it make sense for others to jump in here --


MR. WOLNIK:  Oh, sure, yes.

MS. CAMPBELL:  Oh, absolutely.  Absolutely.


MR. THOMPSON:  -- if they have questions in the same area?

MS. CAMPBELL:  Oh, absolutely.  Absolutely.

Questions by Mr. Thompson:


MR. THOMPSON:  Well, we have similar questions about this Y factor that you've calculated for this power generation, and perhaps just to put it in context, if you go to your calculation of the revenue requirement -- this is Exhibit B, tab 1, schedule 2, page 1 of 6 -- you are showing there at line 22 the Y factor related to power generation projects, and it is in the amount of $3.2 million, as I understand it.  I thought your exhibits that you talked about as being the cost side of the equation were the verification for that $3.2 million; are they?

MR. CULBERT:  That is correct.


MR. THOMPSON:  Okay.  My understanding was that for your Y factor, you were only supposed to get the revenue deficiency associated with power gens, new power gens, and you are telling us the revenue for those projects is somewhere else in this schedule, as I understand what you said to John.


MR. CULBERT:  Well, if you look at that same schedule you are referring to, Exhibit B, tab 1, schedule 2, page 1, I guess what we are trying to say is this calculation of the DRR is now what we -- what is proxy for the cost side of a cost-of-service type calculation.  It is a proxy for costs.  The revenue that Anton -– or excuse me, Mr. Kacicnik in rate design will calculate are based on that total number at the bottom.  Forget the gas-cost side of the equation at this point, but for the distribution component at line 24, rate design will develop rates to collect $974 million of revenue.  Included in that revenue or cost estimate is the $3.2 million associated with power gen projects.  

Now, let me just continue. If you look up at row seven, when we go through the process what we are going to be doing throughout the IR term is removing the cost side that was calculated in a prior year, relative to the power gen projects.  In this case, it was two specific power gen projects.

So we are moving the cost side there that started out in 2008 as a cost component, because we didn't have any revenue streams back then associated with the customer, and then we include what the costs are the next year, based on updated information.

Eventually that would be calculated in 2010.  It would have the impact of 2008 actual spending, 2009 estimates, bus it is simply the cost side of the equation because the revenues that rate design will collect have, essentially, that $3.2 million in the revenue streams that will be designed around the 974.


MR. THOMPSON:  Well, this is where we may part company.  You backed out the costs at line six at a time when there were no revenues associated with these power projects, right?

MR. KACICNIK:  That is incorrect.  We had revenues associated with power projects last year, as well. 

MR. THOMPSON:  Well, I can check that, but let's put it this way:  What is the revenue associated with these power projects?  Assume that we are right, and it is a revenue deficiency calculation, not just a cost calculation.  Is it greater than 3.2?

MR. KACICNIK:  First, I would just like the say that Y factor calculations are calculations of revenue requirement or cost.  With respect to revenues derived from these projects, for 2008, it was 1.7 million, roughly.  For 2009, we are looking at 3.1 million. 

MR. THOMPSON:  For all those power projects at line 22?

MR. KACICNIK:  Correct.


MR. THOMPSON:  Okay.  Okay, thanks.

MS. GIRVAN:  Could I just jump in?  Is that the revenue requirement impact, the 2.1 million of those projects?

MR. KACICNIK:  Can you perhaps elaborate a bit more?

MS. GIRVAN:  Sorry, just to clarify, what does the 2.1 million -- can you explain that?  What is that?  Okay, 3.1, sorry.

MR. SCHUCH:  Sorry, I see a 3.2.

MS. COLLIER:  That is the cost, and Anton just quoted that the revenue side will generate 3.1 million.

MR. THOMPSON:  So the deficiency is $100,000 on power projects in '09.  Whether that is what the deal was is another question, but that is the deficiency?

MR. KACICNIK:  Yes.  The discrepancy arrives because of the timing when pipe is put into service and when the customers starts paying revenues.

So in 2008, they were paying full revenues, but only portion of the project was close in to the service.  Here, we are talking about two projects.  One is fully effective for the entire year.  The other one is closing into service at the end of August, but customers really comes online in December.

We have a little bit of this timing difference here.

MR. THOMPSON:  Right, but when you get into the next years, you are actually going to be in a sufficiency situation on these power projects, which, under my understanding of the deal, you would keep?

MR. KACICNIK:  No, no, that's --

MR. CULBERT:  No?

MR. KACICNIK:  That is completely incorrect.

MR. THOMPSON:  So we get that back somehow?

MR. KACICNIK:  Correct.

MR. THOMPSON:  Where?

MR. KACICNIK:  These customers not only help to recover the cost of the lateral pipeline that serves them, but they also help to share in the cost of the total system, as do any other customers, right?

So what that does, it reduces the rates for other customers.  You don't get to keep it.  Our revenues still tie back to 974 million, but the effect is it goes towards reducing other customers' rates.

MR. CULBERT:  Perhaps I can add in, you don't see it in that that schedule that we provided, the supporting revenue calculation, Peter.  You only see two years.  In years 3 and 4, because of the declining rate base from accumulated depreciation, the revenue requirement cost side you see here is going to slowly start declining, as you know.

Revenue steam that we are getting from those power gen customers, however, is going to stay in the same vein, and any small sufficiency, as you point out, that then starts occurring will be distributed amongst the other rate classes, just as this small deficiency is distributed amongst the other rate class.

MR. KACICNIK:  If I may add further, this is no different than cost-of-service regulation.  It is just that in this instance, Y factor is isolated, so you see it -- in cost-of-service, this would all be part of the cost-of-service revenue requirement.  It wouldn't be explicitly laid out, but the process to recover costs in rates is the same.

MR. THOMPSON:  I will reflect on that.  Thanks.  Sorry, John, to interrupt you.

MR. WOLNIK:  That's fine.  Any other questions on this issue before I move on?

MR. MONDROW:  Sorry, I just have one.  I think I have a question.  I am trying to figure out where I could see or within which numbers I could see the revenues in 2009 associated with these power customers.

MR. KACICNIK:  You would see them on an aggregate format as part of rate 125 revenues, which for 2009 are roughly 6.6 million.

MR. MONDROW:  Can you just point me -- do you have the exhibit number handy, Anton?


MR. KACICNIK:  Yes.

MS. COLLIER:  I have it here, it is Exhibit B, tab 3, schedule 8, page 5.  So that shows the derivation of the total revenue to be recovered from the rate 125 rate class.

MR. MONDROW:  Thanks.

MR. THOMPSON:  Sorry, what letter was that, B?

MS. COLLIER:  Exhibit B3, schedule 8, page 5.

MR. WOLNIK:  The second question we had related to revenue requirement calculation, and B3, schedule 3, illustrates a proposed revenue requirement in total by class.

Please indicate why the total distribution revenue proposed on line 16 of $1,046,709 differs from the resulting 2009 distribution revenues of $974,000 found in B1, 2, page 1, line 24.

MR. KACICNIK:  To respond to this question, I would like to direct you to a couple of exhibits, and that would be Exhibit B, tab 3, schedule 10, page 5, and Exhibit B, tab 3, schedule 10, page 4.

If you look at those two exhibits, you will see that some of our distribution costs or distribution revenue requirement costs are recovered in gas supply charges and load balancing charges, because those costs support those functions.

If you look at page 5, you will see that 1.2 million out of 974 million is recovered in gas supply charge, 47.6 million is recovered in load balancing charge.

Similarly, some of the upstream costs that you see on page 4 are recovered through what we call distribution charges.  You can see that storage costs are recovered through distribution charges, as well as unaccounted-for gas.  You can see those, and that is the reason for the discrepancy that you see there.

MR. WOLNIK:  Is there kind of a math formula you can kind of take me through just to kind of show how the larger number -- in terms of the smaller number, then?  How would you actually apply these charges to reconcile those, or is that something that is easier done by way of undertaking?

MS. COLLIER:  It might be a little cleaner than stating the numbers on the record.

MR. WOLNIK:  That is fine.

MR. SCHUCH:  Why don't we assign an undertaking to that?  We will use a numbering system.  We will call it TC-U for undertaking 1.1, and maybe, Mr. Wolnik, perhaps you could, for the record, state what it is exactly that the undertaking will encompass.

MR. WOLNIK:  To, I guess, show a reconciliation of the total distribution revenues found in B-3.3 and B-1.2.

MR. SCHUCH:  Is that clear to the witnesses?

MS. COLLIER:  Yes.
Undertaking TCU-1.1:  To Provide reconciliation of the total distribution revenues found in B-3.3 and B-1.2

MR. WOLNIK:  Thank you.  Number 3 on the proposed rate changes, Exhibit B, tab 3, schedules 6 and 9, illustrate, excuse me, proposed rate changes by rate class and by rate item, and A -- sub A of this question deals with rate 125, tier 1 and tier 2, and cumulative balancing charges.

These percentages -- these rates are increasing by 3.87, 3.87, 2.65 percent, respectively.  I wonder if you could explain, sort of the reasons for these increases?

MR. KACICNIK:  Yes, certainly.  As you know, the derivation -- actually these rates and the derivation of rates, they have all been approved in the Natural Gas Electricity Interface review, or NGEIR.  What we do each year is we update the costs to reflect 2009 forecasts costs.  What is driving percent changes here, and even more so when -- in the later part of your question that relates to storage rates, is the company is recontracting as per the Board's NGEIR decision at market-based rates.  So this is the largest component of these rate increases.


You may see that, if you turn to Exhibit B, tab 5, schedule 2, page 3, which is forecast cost of storage and transportation-related costs for 2009.  If you turn up the Exhibit B, tab 5, schedule 2, page 7, you can see what those costs were for 2008.  And if you look at item number one, perhaps -- 

MR. WOLNIK:  Sorry, just give me a second.  You are faster than I am getting there.  So five, two, did you say?

MR. KACICNIK:  Yes.  Exhibit B, tab 5, schedule 2, page 3 and page 7.


MR. WOLNIK:  You said page 3 and page 7?  Okay, I've got them.


MR. KACICNIK:  Page 3 has 2009 information and seven has 2008 information.


MR. WOLNIK:  So are any of these charges that are market-based related to Enbridge's storage?


MR. KACICNIK:  No.


MR. WOLNIK:  So all of the Enbridge owned storage is cost-based, then?


MR. KACICNIK:  Yes.  That is correct, and the cost storage is increased in proportion to what our incentive regulation formula gives us.  However, the largest part of the increase is recontracting at market-based rates from third parties.


MR. WOLNIK:  And is there a list of those contracts in here?


MR. KACICNIK:  No.  However, if you look at the evidence, the evidence of this topic speaks to it.  That would be Exhibit B, tab 5, schedule 1, page 4, under subheading "storage".  

MR. STACEY:  Anton, I was wondering if you had the -- are there working papers that calculate these balancing charges in the filing?


MR. KACICNIK:  No, there are not.  They are exactly the same as what was filed in the NGEIR proceeding final rate order.  They are just updated for new pricing.


MR. STACEY:  Would it be possible to provide those as an undertaking, given that it has changed the rate? 

MR. KACICNIK:  We haven't time to do so.  

MR. STACEY:  So how would I verify the calculations, then? 

MR. KACICNIK:  We will take an undertaking on that one.


MR. STACEY:  Okay.


MR. KACICNIK:  Given that the rate increase is much larger than what we are seeing on a bundled basis.


MR. SCHUCH:  We will assign an undertaking number to that, TCU-1.2, and that would be to provide the working papers for the storage.


MR. KACICNIK:  Yes.  

MR. STACEY:  For the storage and for the cumulative balancing charges on rate 125 and the storage on rate 315 and 316?


MR. KACICNIK:  Yes, that is correct.


MR. STACEY:  Thanks.
UNDERTAKING TCU-1.2:  To provide working papers for storage and cumulative balancing charges on rate 125 and storage on rates 315 and 316.


MR. MONDROW:  Could I just follow up on that topic?  I think it is on that topic.  Anton, if I go back to Exhibit B, tab 1, schedule 2, page 1, which Peter Thompson took you to a few minutes ago.


MR. KACICNIK:  Can you repeat that?


MR. MONDROW:  Exhibit B, tab 1, schedule 2, page 1, the overall distribution revenue requirement calculation.  I am trying to figure out where these increased storage costs that are underlying these rate 25 balancing charge increases would be reflected on the schedule, if anywhere.  Would this be in line 25, the gas cost to operations?


MR. KACICNIK:  That is correct.  

MR. MONDROW:  And so the -- the increased storage costs actually get flowed through to your distribution revenue requirement, to the extent that they impact distribution rates, through this line 25; is that right?

MS. COLLIER:  The distribution revenue requirement does not change.  That remains at 974 million, which has been calculated by the formula.  

This flows into 2009 rates.  As it impacts, we update for our 2009 gas cost portfolio mix, so it has no impact on the 974 million.


MR. MONDROW:  But you recover the incremental storage costs?


MS. COLLIER:  We have designed rates to recover the number at line number 26, which includes the impact of gas costs for 2009.


MR. MONDROW:  Thanks.


MR. WOLNIK:  Moving on to 3B, then.  Exhibit B, tab 3, schedule 6 shows a parenthesis under rate item 315, or a footnote, but it didn't include the actual footnote itself.  Was that just a typo, or was there something --

MS. COLLIER:  It's just a typo.  There is no footnote.


MR. WOLNIK:  Sorry?


MS. COLLIER:  There is no footnote.  It is a typo.


MR. WOLNIK:  Gotcha.  Okay, a typo.  Thank you.  

3C, rate 315 and 316 charges are increasing quite a bit, as well, and I think we have got part of the response to that.  I think the question that I have probably that still remains is just the relative differences between these two.  For instance, in the injection withdrawal charge for 315 it's increasing 14.5 percent, but in 316 it's decreasing by 0.5 percent.  Can you explain the reason for that relative change?


MR. KACICNIK:  Yes, rate 315 is a delivered storage service.


MR. WOLNIK:  Sorry, that's 316, did you say?


MR. KACICNIK:  No.  Rate 315 is a delivered storage service, meaning that the gas is delivered to customer all the way from storage to their premise in our franchise area.  Rate 316 is a Dawn-based storage service, so the costs that are imbedded in those rates are different.  For example, rate 315 would have a lot of storage-associated transportation in it, to bring the gas from Dawn to customer location.  Rate 316 would not have that, therefore the difference.


MR. WOLNIK:  So if you could just help me a bit more, then, so the relative change is about 15 percent, then.  So does that mean the delivery charges from Dawn to the customer have increased by 15 percent, then? 

MR. KACICNIK:  I think the response to this specific question will be visible when we provide the undertaking to Mr. Stacey.


MR. WOLNIK:  Okay, that is fine.  Would that be true for the other questions, as well, the sort of relative change?


MR. KACICNIK:  That is correct.


MR. WOLNIK:  That's fine.  Question No. 4 dealt with the TransCanada DOS-MN, and I think you provided a written response to that question.  I just had one minor follow-up question to that, though.  I think you'd indicated that the intention was that Enbridge was going to retain that service offered by TransCanada and use that within your overall gas supply portfolio.  

As I understand the service, there is a substantial amount of capacity that has been allocated to large shippers, of which Enbridge is a large shipper, and that that would result in, if you used it, much more gas coming in through the winter, the current winter.

Does that displace other volumes, for instance, interruptible volumes, that you would otherwise have planned on buying, or how do you take into account the difference, the extra gas coming in to accommodate this service?

MR. CASS:  As you would see from the bottom of the written answer, it is actually an answer from Don Small, who is not with us here this morning.

MR. KACICNIK:  We will undertake on this.

MR. SCHUCH:  We will assign that undertaking TCU-1.3.
Undertaking TCU-1.3:  TO ADVISE WHETHER DOS-MN displaces other volumes, for instance interruptible volumes, that ENBRIDGE would otherwise have planned on buying; how does enbridge account FOR the difference of extra gas coming in to accommodate the service

MR. WOLNIK:  Question No. 5 deals with customer charges.  In Exhibit B, tab 3, schedule 6, page 5, item 1.1 indicates 12 in the column -- in column 2, and please indicate if this number represents -- what this number represents and if this is a number of contracts through 2009 times the number of months in a year, where the customers are paying their customer charge; and, if so, should this be a higher number to reflect the three rate 125 customers?

MR. KACICNIK:  That is correct.  That indicates the number of months.  That number should be 36.  The number should be 18,000 rather than 6,000.

MR. WOLNIK:  So what is the effect of that?  You update the schedules at some point to reflect that change?

MS. COLLIER:  As part of the Board order, that would be corrected.  For $12,000, we really -- it doesn't impact on any rate, but certainly in the Board order it would be corrected. 


MR. WOLNIK:  Okay.  Question 6, in terms of allocation calculation percentages, Exhibit B, tab 3, schedule 10, pages 8 and 9, please provide additional information.  Explain the calculation that derives the delivery demand TP allocation percentages for rate 125 and 300.

You may have filed some updated schedules today that I think --

MR. KACICNIK:  They are not updated.  They have just been provided.

MR. WOLNIK:  So this is the same schedule?  Okay.

MR. KACICNIK:  Yes.  Basically, what allocation percentages achieve is they allocate certain costs to customer rate classes.  With respect to this specific allocator, peak demand of various rate classes is determined, and then what you want to do is you calculate the percentage of debt rate class contribution to the total system design peak.

MR. WOLNIK:  In terms of the peak demand, is that daily demand requirement or peak usage?

MR. KACICNIK:  Yes, that is correct.

MR. WOLNIK:  So in the case of 125 customers that -- some of them have a billing contract demand versus a normal CD.  Which of those two numbers would you use in calculating the peak demand?  

MR. KACICNIK:  For customers who have billing contract demand, billing contract demand would be used.

MR. WOLNIK:  Okay.  And do you have what the peak demand on the system would be, like, the aggregate demand for the TP?

MR. KACICNIK:  Yes.  The design demand is shown at Exhibit B, tab 3, schedule 10, page 8, line 2.1.

MR. WOLNIK:  So the 105,632.1, what are the units there?

MR. KACICNIK:  This would be 103 m3.

MR. WOLNIK:  Per day?

MR. KACICNIK:  Yes.

MR. MONDROW:  A pretty mundane question, I think, Anton, but could you please tell me what the TP, HP and LP stand for?  The "P" is peak, I assume, in each case?

MR. KACICNIK:  Yes.



MR. MONDROW:  So "T" is?

MR. KACICNIK:  Sorry.  Yes, this would be transmission pressure, high pressure, and low pressure.

MR. MONDROW:  Okay.



MR. KACICNIK:  The Board-approved cost allocation for mains, or for main assets, splitting mains into three categories, transmission pressure, high pressure, low pressure.  So customers, for example, who are using only high pressure, are only allocated those costs.

MR. MONDROW:  Thanks.

MR. KACICNIK:  That is the purpose of splitting it into three categories.

MR. WOLNIK:  The last question is:  
"Please confirm that Enbridge has allocated project costs as discussed in section 5.1 of the settlement agreement in EB-2007-0615 in accordance with the latest Board-approved cost allocation methodologies and rate design principles, as illustrated in appendix E to the settlement agreement.  If Enbridge is applying a cost allocation methodology or rate design principles are different from those illustrated in appendix E to the settlement agreement, please indicate the source of the Board approval for the change or provide the rationale supporting changes that are being proposed by Enbridge in the current filing."


MR. KACICNIK:  That is confirmed.  Costs were allocated as per appendix E.



MR. WOLNIK:  Thank you.

MR. SCHUCH:  I think that concludes APPrO.  So the next party up on deck would be BOMA, Mr. Aiken.
Questions by Mr. Aiken:


MR. AIKEN:  Thank you.  Randy Aiken for BOMA.  The questions you haven't answered yet are my interrogatories 4, 5 and 6.  Now, thanks to Mr. Wolnik and Mr. Thompson, I can skip number 4, because that has been covered and the answers have been provided. 

Interrogatory number 5, part A -- and there was actually a typo in this question, so I apologize for this, but I will read it in:
"Please reconcile the forecast of three rate 125 customers for 2009 shown in Exhibit B, tab 1, schedule 5, appendix A, page 2, with the figure of 12 used in the detailed revenue calculation for the customer charge for rate 125 shown in Exhibit B, tab 3, schedule 8, page 5."


Now I understand the difference between the three and the 12, to some extent.  But given that there were two customers in the previous year, and then three customers -- I was expecting that 12 to be somewhere between 24 and 36.

MR. KACICNIK:  What you are referring to, it's calculation of monthly customer charges, so you would have a customer charge of $500.  You receive that customer charge 12 times a year, so that is why for one customer you have 12.  If you have three customers, then that should be 36, and the total amount that you receive should be $18,000.

MR. AIKEN:  So the 6,000 be 18,000, is what you are saying?  

MR. KACICNIK:  That is correct.

MR. AIKEN:  Okay.  Then part B of question 5 is:
"Does the demand charge volume of 73,053 103 m3 include both the Thorold cogen and Portlands Energy Centre?

MS. CHAN:  Yes.

MR. AIKEN:  Okay.  Then Interrogatory 6, I think I can basically skip this one, as well.  Mr. Wolnik covered this.  

I take it that's, in part, why we have Exhibit TC-1.2 that you filed this morning?

Sorry, the question was:
"Please explain why the majority of the 3.2 million deficiency associated with the power gen Y factor is allocated to rates 1 and 6.

I take it that Exhibit TC-1.2 explains that.

MR. KACICNIK:  That is correct.



MR. AIKEN:  And I believe I do follow it now.  So, thanks.  Those are my questions.



MR. SCHUCH:  Thank you, Mr.  Aiken.

MS. CAMPBELL:  Mr. Aiken, I assume the written answers that were provided were sufficient.  You have no questions arising from them?

MR. AIKEN:  No, I don't.

MS. CAMPBELL:  Thank you.

MR. SCHUCH:  Perhaps we would move on to the next party, and that would be CME.  Mr. Thompson.
Questions by Mr. Thompson:

MR. THOMPSON:  Okay.  Well, the first question -- I am not going to read this into the record, but the first question I had was with respect to customer additions, customer budget, and, again, just to put this into context, what we were focussing on here was the number at line 17 of the Exhibit B, tab 1, schedule 2, page 1 of 6.

And we were trying to get, as others were, some idea of the impact that a deviation from your customer add forecast would have on the number that appears at line 18.  I take it, from the response that you have provided to Board Staff No. 3, and perhaps elsewhere, that even if you are off by 5,000 customers on average, the DRR number at line 16 would only change by $700,000; is that -- did I read that right?

MR. CULBERT:  That is correct.

MR. THOMPSON:  And then the other impacts we are talking about of more or less adds, in terms of volume, are even less material, is what I take from this answer.  Am I reading it correctly?

MR. CULBERT:  Yes.  What you are seeing is there would be volumetric adjustment associated with any assumption or change in customer adds or -- change in customer adds, either way.  There would be a significant -- not a significant.  There would be an associated volume change, and from the numbers that we have provided in Board Staff No. 3, as you can see, we don't see them as being a significant impact on rates.  Mr. Kacicnik can confirm that.  We don't see there being a significant impact in the percentage rate changes.

MR. THOMPSON:  Just to confirm what I have said here in sub A of my question, in terms of the schedule that was attached to the settlement agreement, I think the assumption was 41,000 customer adds, and you are certainly in that ballpark in this presentation.  Am I right?

MR. CULBERT:  I am not sure if we -- we didn't respond to this in writing, I don't believe.  What you are seeing in your question, Peter, is, in the template that we provided in the Board's rate order, back in 2008 in our settlement agreement and negotiation, et cetera, it was agreed that a number of 41,000 customers would be consistent or would be an illustration.  

If you look at the Board order, it shows that, and the volumes were kept constant.  So it wasn't really a product of a forecast back at that point in time.  It was an agreement to use a number inside of the ADR agreement for illustration purposes.

MR. THOMPSON:  Okay.  So it was held constant with the adds in '08?

MR. CULBERT:  Correct.

MR. THOMPSON:  Okay, thanks.  But even so, we are in that ballpark?

MR. CULBERT:  Yes.

MR. SCHUCH:  By the way, just for clarity on that, Board Staff No. 3, the question had asked for a 10,000 customer change.  The answer goes as high as 5,000.  Is it correct that it would simply -- the answer would be whatever the 5,000 produces, in terms of the sensitivity, times two?

MR. CULBERT:  I will look to Ms. Chan.

MS. CHAN:  No.  

MR. CULBERT:  That is simple, Colin.

[Laughter]

MS. CHAN:  But you can try to use itself as a proportion.  Say, for example, if 5,000 translate to X unit, and then here if you want to derive 10,000, you get 10,000 multiply by X, and then you divide by 5,000.  But I would like to mention it is only an approximate number.

MR. CULBERT:  A reasonable approximation, though, yes.

MR. SCHUCH:  Thank you.

MR. THOMPSON:  Okay, sorry, I didn't pick this up.  In your answer, you are saying -- you are talking about total adds in the 5,000; right?  And you are saying in this answer, No. 3, for a change of 5,000 adds, the average changes by 1,607.  And so that is the number that is producing the 700,000?

MR. CULBERT:  Correct.

MR. THOMPSON:  If the average changed by 5,000, do we just do 5,000 over 1,607 times 700,000?

MR. CULBERT:  If you were to change that average number of customers, the 1906437, you could pretty much come up with -- the revenue change would b the line above that, 1642075, times whatever number of customers you assume change in the end number.  

So if it is 5,000, you would be seeing there, if we had a change of 15,000 customer additions, which equated to 5,000 ending customers, metered customers, it would be 5,000 times 420.75 would be the change in the DRR revenue calculation.

MR. THOMPSON:  And that would be 2 million, roughly?

MR. CULBERT:  Thereabouts.

MR. THOMPSON:  Okay, thanks.  So you are saying you would have to have 16,000 less adds to get that 5,000 average; is that right?

MR. CULBERT:  I will look to Irene.  Probably more.

MS. CHAN:  Can you repeat the question?

MR. CULBERT:  The question was:  If we were to see 5,000 change in the ending average customers, what would your customer additions have to change by in order to generate that 5,000 customers?

MS. CHAN:  Proportionally?

MR. CULBERT:  Of 15, 16,000, approximation.

MR. THOMPSON:  Versus the 41-and-some-odd that have been forecast.  In other words, it would have to be a one-third reduction?

MR. CULBERT:  Correct.

MR. THOMPSON:  Or more than a third, okay.  

The next topic that we have is gas volume budget and your average use estimates, and the first question related to the rate 25 volumes as being shown as zero, and I think there is a written answer to that, if I am not mistaken.

MS. CHAN:  Yes.

MR. THOMPSON:  Let's turn that up, then.  In this written answer, then - this is Exhibit I, tab 4, schedule 2 - you refer us to paragraph 3 of Exhibit B, tab 1, so let's just go there, if you wouldn't mind, for a second.  Exhibit B, tab 1, schedule 5.  Sorry, I didn't complete that.

There you tell us that -- at least as I understand what you are saying is that migration has occurred since NGEIR from bundled classes to rates 125 and rate 300, and then you say they don't have distribution volumes, but they have monthly contract demand volumes.  

Have you always treated volume -- rates 25 and 125 and 300 preceded NGEIR; right?

MR. KACICNIK:  That is correct.

MR. THOMPSON:  And there were customers on those rates before NGEIR?

MS. CHAN:  Yes.

MR. KACICNIK:  There was one landfill customer was on rate 305.

MS. CHAN:  But it is right now 300, and this contract does have distribution volume, because I believe there is another interrogatory also asking this question.  So I want to put into the context and clarify.  

Since the implementation of NGEIR, we have rate 300, how I call it, the firm customers, and these customers only have monthly contract demand volume.  So that is why you cannot add this monthly contract demand volume to the existing rate 300 that has, which is the landfill gas has gas distribution volume.  They just have two different component.

That is the reason on page 2, table 2 is presented such that you can get a sense about these unbundled customers' contract demand volumes for the year.

MR. KACICNIK:  If I may add, to clarify, for unbundled customers, we recover entire fixed cost through fixed charges, contract demand charges.  Therefore, the amount of gas that flows through the pipe, it is irrelevant.

MR. THOMPSON:  I understand you are recovering the costs from this class by way of a fixed charge, but you are distributing volumes to them?

MR. KACICNIK:  Correct.

MR. THOMPSON:  Right.  And whether you -- and so the revenues aspect of this, I understand, you are getting all your costs recovery in a fixed charge.  But in terms of the volume distribution to these customers, which does attract costs -- in other words costs get allocated, as you say in this answer, gas distribution volumes underpin delivery, load balancing, commodity and transportation revenue calculation.

But what about the costs?  Don't these people attract costs, and is this treatment of them as having no distribution volumes putting more costs on them or less costs on them than it would be otherwise?

MR. KACICNIK:  This treatment is appropriate.  It allocates an appropriate amount of costs to them.  In other words, we recover the costs required to provide service to them.  Where we use volumetric allocations are for commodity, gas supply charges, transportation, et cetera.

These customers arrange for their own gas supply commodity arrangements, transportation arrangements, and they have a choice to contract the storage with us under the rates 315 and 316, but none of those costs are driven by annual volumes.  They are all driven by peak demand, average winter over average annual, things like that.

MR. THOMPSON:  Okay.  And then was that cost allocation theory -- is that explicit in the documents that are attached to the settlement agreement?  In other words, was that the methodology that is reflected in those documents attached to the settlement agreement, or has that been changed?

MR. KACICNIK:  No, nothing has changed.  It reflects the settlement agreement, as well a --

MS. COLLIER:  This was all discussed within the NGEIR proceeding.  The development of the rate 125 and rate 300 was part of the NGEIR proceeding, so that methodology was certainly approved within that proceeding, as well, and it is contingent.

MR. THOMPSON:  All right.  So that is what was, I think, our question 2, and then we went on to the business of your demand forecasts, the average use.  A lot of questions have been asked about that.

Now, again, in terms of how this plays out in the incentive regime -- and you correct me if I am wrong, but as I understand it, your demand forecasts have relevance to your gas cost requirements.  They also have relevance to what gets allocated to various rate classes.  And just stopping there, am I right?

MR. KACICNIK:  Yes.

MR. THOMPSON:  Okay.  And so it, it works its way through in terms of these line items.  Line 19, the gas and storage volume balance would be linked in some way to the demand forecasts, which give rise to gas purchase forecasts, which give rise to the storage balance.

I am just trying to get the big picture here; right?

MS. COLLIER:  Yes, it would have an impact on it.

MR. THOMPSON:  And then do they have an impact on line 20, the DSM-approved amount, or is that number already baked in somewhere?

MR. BOURKE:  If I can jump in here, Peter, that DSM number, that Y factor for DSM is a result of the generic DSM proceeding and the three years that were established for budget amounts at that time.  I think there is a question about -- from SEC as to whether that may or may not be in the material.

I could probably answer that at this time.

MR. CULBERT:  I can help.  It is SEC number 7 -- oh, no, sorry.  It is not.  It is -- I want to rephrase.

MR. BOURKE:  The DSM decision is filed in our appendix E at tab 3, schedule 1, and the referenced amount of 24.3 million is in the second last paragraph of page 23:
"Wherein the Board in its determination the decision..."

In that proceeding stipulated the amounts that we are to use in each of the years 2007, '8 and '9 for DSM budget.

MR. THOMPSON:  Okay.

MR. WOLNIK:  Sorry, was that page 23 of the decision or of the exhibit?

MR. BOURKE:  Page 23 of 63 of tab 3 under Exhibit E, schedule 1.

MR. THOMPSON:  Then this forecast plays into line 25; right?

MS. COLLIER:  Yes.

MR. THOMPSON:  Okay.  So my question was -- in number 3 was -- looking at your 2008 average uses, I asked, Could you please do a calculation that would show the effect on the distribution volume amount of using -- plugging in 2008 average uses into 2009, and then letting the average use true-up account look after the differences later.  And you haven't provided an answer to that, which suggests to me you are not going to do the calculation.  But what is the answer?

MR. CULBERT:  Initially, our read of the question was along the lines of the discussion we had with the Board Staff question, whereby we looked at it as being if you are asking to just adjust volumes, the DRR, in and of itself, this page, page 1, Exhibit B, tab 1, schedule 2, page 1, the derivation of the DRR isn't driven off of volumes.  It is driven off a forecast of ending customer -- metered customers.

So I guess we are just trying to figure out, if you're asking would we go back and re-establish our volumetric budget uses, average uses coming out of '08, I am not sure we are prepared to do that at this point in time.

The assumptions in the DRR are all around what your average metered customers are at the end of the year.

MR. THOMPSON:  I take that point.  If I had asked the question in terms of line 25 and its relationship to line 19, then it would have been more relevant, I guess; is that right?

MR. CULBERT:  Yes, I guess if you are asking would we restate what our volumetric forecast is using a different assumption of average uses, that would be a completely different undertaking.

MR. THOMPSON:  Could you do that by way of way of undertaking just to see what it would look like, and would it be material -- well, we would have to see it first.  Is it that big a deal?  If Mr. Ladanyi is answering this question, I can tell you what it is going to be.

MR. LADANYI:  We are trying to figure out where you are going with this, Peter.

MR. THOMPSON:  Of course, suspicion.

MR. LADANYI:  We are not sure what this would gain, actually, because it really would not be -- it would not create a forecast that would be any way more accurate, and it would really not do anything for either the ratepayers or the company.  It would just produce a variance, and it is going to be a lot of work to produce a new budget, a new volume forecast.

So we are not entirely sure why you would want that, and maybe you can tell us more.

MR. THOMPSON:  Well, I sense there is a lot of concern about how you come up with these average use estimates, and so my idea was, Well, let's go with something that is actual, and then let the variance account look after it.


Perhaps if we look at question 4, where I ask, Will the variance account look after the differences, does it -- whether we do it your way or my way, do we still end up at the same point with this variance account?


MR. CULBERT:  Well, I guess the way we look at it is we feel we should be using the most updated information that we have available to us when we strike the budget.  If we were to ignore the impacts of elements that are impacting our 2009 forecast average use, then we could be creating a different variance that didn't need to occur necessarily, so we are just saying, along those lines we could suggest, well, let's use 2006 average uses.

We just don't see why we would use outdated information in developing a variance that may or may not have been required.  Let's put that it way.

MR. THOMPSON:  That is fair.  But my question is:  Will the variance account pick up all the variances in average uses?

MR. CULBERT:  If we are use our 2009 average uses, any variance from that average use in rate one and six will be collected in the variance account.

MS. CHAN:  So Mr. Thompson, if you recall about the settlement agreement, the whole average use variance account is a true-up between actual and budget, so if you are asking for 2009, once we have 2009 actual number, the variance account will be just simply a difference between actual and budget.

MR. THOMPSON:  Right.  Okay, thanks.

Now the next series of questions related to the Y factor power gen projects which we had some discussion about a few moments ago.

And the first question we had was:  What is the in-service date for Portlands and Thorold?

MR. CULBERT:  I can respond to that.  As you would have seen, a very general response in Exhibit B, tab 1, schedule 6, page 1 of one showed the Thorold project completed in the fall of 2009.  SEC asked a question of a similar nature, SEC number six, and that Thorold project is forecast to be completed in September of 2009.

MR. THOMPSON:  And Portlands?

MR. CULBERT:  Portlands in service at October 2008.  There are some completion costs that extend through 2009, to the extent of about $1.6 million, but the completion of the project was October 2008.

MR. THOMPSON:  Okay, and then the next question is a reference to Exhibit B, tab 3, schedule 10, page 8, where  -- I think you have been referred to this already, which has the demand for rate 125, and I ask that it be broken down between Portlands, Thorold, and other.

MR. KACICNIK:  I can confirm that those contract demands are within that number, and the standard information is sensitive, so I don't propose to break it out.


MR. THOMPSON:  Is there a reason for that?

MR. KACICNIK:  It's a sensitive -- customer sensitive information.

MR. THOMPSON:  Aren't those demands on the public record somewhere, leave-to-construct applications?

MR. KACICNIK:  Perhaps.

MR. THOMPSON:  Well, perhaps if they are, would you undertake to provide them, if they are?

MR. KACICNIK:  I would provide leave-to-construct applications.

MR. THOMPSON:  All right, well, let's move on.

Now the revenues that you receive here --

MS. CAMPBELL:  Excuse me. Mr. Thompson is that an undertaking?  And if so, do you accept the undertaking?  Should we have Mr. Schuch give it another number?

MR. THOMPSON:  Yes let's give it a number and –-

MS. CAMPBELL:  Okay.


MR. THOMPSON:  -- let's see what happens.

MR. SCHUCH:  That will be Undertaking TCU-1.4 and that is to provide the leave-to-construct.
Undertaking TCU-1.4:  To provide breakdown of demand for rate 125 between Portlands, Thorold and other.


MS. CAMPBELL:  Applications for Portlands Energy Centre and Thorold --

MR. THOMPSON:  No, no, just the breakdown of the demands if they are public information, I guess is the way I would put it.

MS. CAMPBELL:  Good, because his undertaking was to provide the entire application.


MR. THOMSON:  Oh, no, no.


MR. KACICNIK:  No, I'll undertake --

MS. CAMPBELL:  Good.  That's why I asked --

MR. THOMPSON:  No, I understand him to just talk 
about --

MS. CAMPBELL:  Oh, good.  Well, the record wouldn't, so now the record is clear and I can go back to sleep.

MR. THOMPSON:  Now, the revenues in combination in 2009, probably don't need this broken out, but that is the 3.1 million we were talking about earlier?

MR. KACICNIK:  That is correct.

MR. THOMPSON:  Thank you.  And D, you have already tried to explain the answer to that question, so I won't dwell on that.

Question six now moves on to Y factors, which should relate to gas costs, transportation and storage.  The first one is the -- is the carrying -- the gas and storage carrying costs, and just so we put that in context, you back that out at line four, back out the 2008 storage costs and then the 2009 come in at line 19, right?

MR. CULBERT:  Correct.

MR. THOMPSON:  And what is being backed out is 43.1 million, and what is being added back is 50.4 million, a higher number?

MR. CULBERT:  Correct.  Maybe I should just point out that those forecasts were basically at a point in time forecast of reference prices, as you know, which is your question of part A; correct?

So they were forecasts at a point in time to show what the Board-approved numbers would have been at a point in time.  Of course, throughout 2008 the reference price has been a different number altogether than what was forecast at the outset, and they were captured inside of all the QRAM proceedings and change in rates that occurred throughout the year, so anyways...

MR. SCHUCH:  So just to be clear, it says at line 19 that it is based on October 1st, the reference price.

MR. CULBERT:  Correct, and this schedule, because you are looking at what the Board would have approved as a distribution revenue stream at a point in time, that was the forecast price that got baked into what the Board-approved rates would have been had those prices been in effect throughout the year.  Of course we know all know those prices weren't in effect throughout the entire year.  They were something completely different, and they got adjusted in rates inside of each of the QRAM applications that the company forwarded throughout 2008.  So similarly, the reference price that I will be quoting for you, Peter, for 2008, October 1, was the forecast price that Mr. Small would have put together at the point in time that we filed this application.

We all know now that we filed a January QRAM proceeding or application where we are looking to change that number to the latest forecast reference price that exists today going forward, and that will get affected throughout the 2009 year accordingly, as well.

MR. SCHUCH:  So does that imply that there would be a need for an update to the schedule?

MR. CULBERT:  Not to this schedule, because what will happen is the rates that we actually put into place - and Mr. Kacicnik and Ms. Collier can confirm that – will reflect whatever the prices are relative to our QRAM proceedings throughout the year.

So the price that you see here will never actually become part of an approved rate, but it had to be put in as a forecast at a point in time.

MR. THOMPSON:  Right, but just to nail this down, what we are doing here is in terms of the volume in storage and the gas cost, and the gas volume or gas purchase requirements and the gas cost becomes the base for 2009 QRAMs.  In other words, as costs change, January 1, 2009 and every other quarter, they are changing in relation to what you are putting forward in this case for 2009, right? Or is that Mr. Small has to answer that?

[Witness panel confers]

MR. CULBERT:  I am not sure which one of us is going to respond to that.

MR. THOMPSON:  A coalition.  Who is the Prime Minister?  Who is the separatist?

MR. CULBERT:  I guess it becomes a part of the whole rate design aspect of what isn't seen in this document.  The 50.4 is never really going to be a part of a rate structure that would be imposed or used.  It was a placeholder at a point in time. 

The real change in existing rates that is occurring, which Mr. Kacicnik and Ms. Collier can confirm, is that when we are designing January rates, it will include -- the elements of the 974 will be all of the other elements besides that $50.4 million of carrying costs, because that number, in effect, has been replaced by what is happening in the January QRAM.

MR. THOMPSON:  I understand that, but let's just -- we will take it in baby steps here, then.  If you go to Exhibit B, tab 1, schedule 2, appendix A, page 1 of 3, this is the forecast gas in storage in rate base and is associated carrying costs.

MS. CAMPBELL:  Can you give me that again?

MR. THOMPSON:  Yes, Exhibit B, tab 1, schedule 2, appendix A, page 1.

MS. CAMPBELL:  Thank you.

MR. SCHUCH:  We really need a word for this table, because we are referring to it a lot.  Maybe we should just call it the total revenue determination table.

MR. CULBERT:  Actually, Peter is referring to appendix A, page 1; correct, Peter?

MR. THOMPSON:  Yes, I am referring to the gas costs --

MR. SCHUCH:  My apologies.

MR. THOMPSON:  Wake up, Colin.  Can't you guys stay awake together?

MS. CAMPBELL:  We are trying to do it in shifts, Peter, but sometimes we get overwhelmed.

MR. THOMPSON:  So there we see in line 1 the average gas in storage volume and value, and then that gives rise to the costs that are shown in lines 2.4 for carrying costs, and the 50.4 is line 5; right?

MR. CULBERT:  Correct.

MR. THOMPSON:  Okay.  And that volume number - and it is the value for storage - comes from the gas cost transportation and storage evidence, Exhibit B, tab 5, schedule 1.  That is the words, and if you want the schedule it is Exhibit B, tab 5, schedule 2.

MR. CULBERT:  Yes, I agree.

MR. THOMPSON:  Okay.  It is there you show your mix of what you're going to buy in 2000 - I know this is Mr. Small's stuff - and that is costed out, and that produces the forecast utility gas costs.  And if you go over to B, tab 5, schedule 2, page 4, we get the volume gas storage balance based on the average of monthly averages and the value that appears in this other exhibit.

So it all comes -- starts with this forecast, gas cost forecast, which is driven by the demand forecast?

MR. CULBERT:  Yes.

MR. THOMPSON:  Okay.  But this is it as far, as we are concerned.  If somebody wants to question whether that's right or wrong or needs adjustment - I mean the gas cost forecast - this is the time to do it, because once it is approved in this case, it is the basis for the January 1 QRAM and every QRAM in '09?  Everybody is nodding, I think.

MR. CULBERT:  The volume aspect of it, yes.

MS. COLLIER:  The price will change.

MR. CULBERT:  Absolutely.  The price side, no.

MR. THOMPSON:  I understand that.  I meant the volumes, okay.  All right.

So to the extent there are questions on these volume forecasts, we should be raising them now.  

Just on that, is there anywhere in the evidence where we have the volume forecast purchases that you made for '08, and then the actual?  Is there somewhere we can see what played out in '08 versus actual purchases, so we can use that as a guide to check whether you got everything in '09 that should be there?

It kind of ties back to John's question about, what you are doing with some of that TransCanada good stuff?

MS. COLLIER:  Any variances between the actual and purchased as it relates to gas costs are captured in our purchased gas variance account.

MR. THOMPSON:  Dollars go through there, but at the end of the day, do we see this schedule, B, tab 5, schedule 2, on which all the activity in '08 was based, and, then at year end, here is what it actually was?  

My question is:  If we don't have that in the evidence, could you undertake to provide that?

MR. CULBERT:  We couldn't provide actual '08, as you know, at this point in time.  Mr. Small would maybe have an estimate of what '08 looks like at this point in time.  I am not sure.  There is a schedule in there for '08, but it looks like that is the approved level for a point in time.

We will have to undertake to ask Mr. Small.

MR. SCHUCH:  So that will be Undertaking TCU-1.5, and that will be provide the actual 2008 --

MR. THOMPSON: Estimated actual 2008 versus the schedule that is underpinned -- it has been underpinning '08 rates of gas cost changes.
Undertaking TCU-1.5:  TO provide an actual 2008 schedule in the manner of b.5.2

MR. CULBERT:  I am going to respond on his behalf.  I guess because his supply mix throughout '08 may have been changing on an ongoing basis, I will confer with Don to see what he can provide.

MR. THOMPSON:  Let's leave the undertaking, and, if there are problems with it, we will deal with it later.

In terms of impact, we have the -- what was baked into '08 rates in terms of average gas and storage volume of value at Exhibit B, tab 1, schedule 2, appendix A, of the 1,207,174 103 m3; right?



MR. CULBERT:  I'm trying to pull up that exhibit.  What is it again?

MR. THOMPSON:  It's that page, the one we were just looking at, the '08 stuff, line 1.

MR. CULBERT:  Yes.  Again, so that was a point-in-time view, back at the start of '08, of the forecasts that would have existed throughout the year.  That is what that is.

MR. THOMPSON:  Yes, but the volume stays the same?

MR. CULBERT:  The volume throughout '08 would --

MR. THOMPSON:  And the volume for '09 is a little less, 1,160,383.  In big picture, can you tell me why?

MS. COLLIER:  That is a question for Mr. Small.

MR. THOMPSON:  All right.  Maybe if you could just add that to the undertaking you have already given.

In terms of the value of the storage, that is driven off the gas costs, which, in turn, is driven off the reference price, and I take your point that these reference price changes.  But in these exhibits, the 2008 is based on an October 1 reference price, and the 2009 is based on an October 1 reference price.  And I have asked:  What are those reference prices?

MR. CULBERT:  Yes.  And the October 1, 2007 reference price used was $323.347 103 m3, and the October 1, 2009 reference price was $387.103 103 M3.

MR. THOMPSON:  But is it the reference price that actually determines the value of the volume and storage, or it is the reference price something else, plus something else?

MR. CULBERT:  It's -- the reference price is the average of the entire supply mix for Mr. -- when Mr. Small puts together his portfolio.

MR. THOMPSON:  All right.  Well, just looking at the number you have given me for October 1, 2008 reference price and the volume at column 2, 1,160,383.9, I think if I multiply that by $337.103 per 103 m3, I don't get five-eleven-two-thirty-five.  I get something less.

MR. CULBERT:  You would have to look at Mr. Small's exhibit to see.  It is not just the reference price that determines his storage value.  It is other elements that go into the storage value itself.

MR. THOMPSON:  That is what I asked when I asked the  -- I thought when I asked the question.  So what else is in it?  Is there a number in Exhibit B, tab 5, schedule 2, that when multiplied by this –

MS. CHAN:  So if I can provide help -– oh, sorry.

MR. CASS:  I was just going to suggest maybe we should try to get Don Small to come here, so that we can deal with some of these questions directly rather than just giving undertaking after undertaking.  Rob Bourke has just gone off to see if he can phone Don.

MR. THOMPSON:  All right, let's just leave that then for now.  We will go to the other question I had, which was –- and I think VECC might have asked this as well -- about lag days.

If you go back to the exhibit, it shows the calculation.  Exhibit B, tab 1, schedule 2, Appendix A, you will see the lag days for 2009 at line 2.2.  This is now calculating gas cost working cash allowance, which is at line -- somewhere else in here, I think.

Yes, sorry.  It produces the rate base, which then produces the 50,000.  But the lag days is 4.2 in '09, but in '08 it was 3.9, so my question says an eight percent increase in lag days.  And how can that be?

MR. CULBERT:  Yes, I have a response to that.  Actually, again, this is a point in time view you are seeing here.  The net lag days for gas costs that were actually reviewed and approved throughout 2008, if you are to look at each of the QRAMs, were 4.2 days.

There was an update that occurred in the QRAM, the first QRAM of '08, where the lag day was updated to 4.2 days.  I can provide -– I mean we all had the QRAM information, but the actual lag days that were in effect throughout 2008 weren't 3.9 to begin with.  They were 4.2 days throughout each of the QRAM proceedings, so there really hasn't been an update to the lag day per se from what is embedded in current rates.  Current rates reflect 4.2 days and have throughout 2008.

MR. THOMPSON:  Yes, but --

MR. CULBERT:  What drives a change in the lag days?

MR. THOMPSON:  I don't want to say this pejoratively, but was that smoked by us in a QRAM?

MR. CULBERT:  Smoked by?  No, I don't believe so.  All the information was in the QRAMs.  The lag days change as a result of the supply mix of various components of Dawn supply mix, et cetera, and the time with which we pay them, et cetera.  So the evidence -- I can quote the evidence as each of the -- for each of those two processes, and then the evidence in the QRAMs supported the net lag days that were reviewed and applied throughout 2008, so there really is no change from what is currently embedded in rates. 

MR. THOMPSON:  Well, we can argue that, but just in 25 words or less, how is this lag day calculated?  I mean it is being described as some sort of mechanical exercise, and in my recollection, we used to get these lead lag studies and there would be controversy on every line of them.  Now it is apparently just push it in and out pops the number; what has changed?

MR. KACICNIK:  It is updated quarterly and the net lag is the difference between revenue lag and gas cost lag.  Revenue lag includes three components:  it's service lag, billing lag and collection lag; that constitutes revenue lag.  It is the difference or the time lag between when we provide service to customers and when we collect the revenues.


MR. THOMPSON:  I understand.


MR. KACICNIK:  And gas cost lag is the difference between when we pay for gas costs and when we receive gas cost revenues through customer bills.

MR. THOMPSON:  But do you have some internal study that you -- you just keep grinding out the --

MR. KACICNIK:  Yes.

MR. THOMPSON:  -- the lag days?  And has that been scrutinized in a rate case?

MR. CULBERT:  Well, there is evidence that is filed in the rate design area in each rate case that shows the calculation of the lag days, yes.

MR. THOMPSON:  Okay.  So who is paying slower?  Who is giving rise to the increased lag?

MR. KACICNIK:  All customers are contributing to that.  It's collection lag and all that, it is looked at.  We look at it -- like service lag is always the same, right?  Billing lag and collection lag may change a little bit based on economic conditions, gas prices and things like that.

MR. CULBERT:  I might point out that we also had a question from VECC, as you know, on this and for every 0.1 net lag day change that occurs relative to the $50.4 million, there is a change which goes up and down in our  QRAMs, of our prices change.  There is a change of $61,000 associated with a 0.1 net lag day.

MR. THOMPSON:  Okay, so this is -- we will take this to hearing.

MR. CULBERT:  I thought I might just point that out.

MR. THOMPSON:  I didn't know that was pointed out at the beginning.

MR. CULBERT:  Well, it sounded like such an interesting conversation.

MR. THOMPSON:  The seventh question had to do with TransCanada's forecast reduction -- well, expectation that their costs are going to decline, and you are telling us -- I think there is a written response on this, saying we will see that when it is approved by the NEB, so that may be, I suppose depending on timing, the January 1 QRAM or -- no, you are shaking your heads?

MS. COLLIER:  No, the January 1 QRAM has been prepared and filed, waiting approval from the OEB, so it has not been captured in that.  It would have to wait until our next QRAM proceeding.


MR. THOMSON:  And you don't forecast this?  Is there some reason why you just sort of –- you are tied to we don't do anything until the NEB approves?  You can't forecast an approval?

MR. CULBERT:  We, in a previous proceeding, attempted that process and received some --

MR. THOMPSON:  I argued against it, didn't I?  Okay, there you go.

MS. COLLIER:  Different hat.

MR. KACICNIK:  I just want to add, Peter, that in the QRAM generic proceeding, we proposed that QRAM filing and approval timeline be accelerated so we can capture these kinds of things.

MR. THOMPSON:  I recall that, okay.   The next --

MR. SCHUCH:  Just before we get into the whole next section, I wonder if we should have a morning break of about 15 minutes.  I am sure the court reporter could use one.  Then we will come back and we will maybe take a little bit of a later lunch, and I say -- what time is it now?  We come back at ten to noon; how is that?

MS. CAMPBELL:  Or there is an alternative to that.  The alternative is that we take a lunch hour break now and come back for 12:30.

MR. THOMPSON:  If we go that way, I will finish and then we can break for lunch.

MS. CAMPBELL:  Yes, so why don't we, in other words, you --

MR. THOMPSON:  Would you prefer that?

MR. CASS:  Don's still coming down, though, so you'll have questions after --

MR. THOMPSON:  I can deal with it after lunch, if you wish.  Or does he have to get down an office – what would be better for him, frankly?

MR. CASS:  Don is on his way and typically would get here after the lunch break, so I don't know how that affects what people want to do.

MR. THOMPSON:  I can deal with him after lunch.  That is fine. 

MS. CAMPBELL:  Okay, so what have we arrived at here?

MR. THOMPSON:  I will finish my stuff.  Rates will only take 15 minutes.

MS. CAMPBELL:  And then we'll break for lunch?

MR. THOMPSON:  That is what I understood.

MS. CAMPBELL:  And come back?  Okay.  Can the court reporter, can you take another – sorry to wake you up but –

COURT REPORTER:  No, that's fine.

MS. CAMPBELL:  Good.  Another 10, 15 minutes and we are -- all right, then we get lunch.  Super. 

MR. THOMPSON:  Okay, so the next questions deal with rates, and so we are now taking the amounts that you have at line 18 and 23 and the total at line 24, and you are allocating it to rate classes and then within those rate classes, you have some charges that you are increasing. 

And so these -- my questions are related to that subject, and the rate piece of this is in -- I think it is schedule 10, am I right?  Tab 3.

If we start with the distribution revenue requirement on Exhibit B, tab 3, schedule 10, page 5.  Just to put this in context, there is the 973.8 million, which I think is the 974.14 resulting 2009 distribution revenues, less the direct purchase piece over in the last column; is that right?

MR. KACICNIK:  No, the difference is due to -- there is a small amount of distribution there that is recovered from ex-franchise customers.

MR. THOMPSON:  So the 156 is included in the -- so 973.8 -- so what, it's 500,000, roughly?

MS. COLLIER:  So 325 rates, or ex-franchise storage rates.

MR. THOMPSON:  Oh, it is cross -- okay.

MS. COLLIER:  Yes, they just don't flow through on these exhibits.

MR. THOMPSON:  All right.  So there is an allocation, and we asked for the allocation factors for '08.  I think they are in the exhibit for '09, and I believe you have provided -- in one of your handouts this is morning, you have the '09 numbers, both as to percentages, and then the actual allocators on the second page; is that right?

MR. KACICNIK:  Yes.

MR. THOMPSON:  You have pages 9 and 8 -- they are reversed.  But, anyway, so the allocators are on Exhibit C, tab 6, schedule 10, page 8, and then the percentages are on page 9 of that same exhibit, and then you have given us the -- as I understand it, the comparable numbers from the '08 filing that are imbedded in the settlement agreement; is that right?

MR. KACICNIK:  Yes, '08 final rate order.

MR. THOMPSON:  Final rate order, okay, fine.  Are there are any material differences here that should be flagged in the allocators?

MR. KACICNIK:  No, there are not.  One thing is these allocators reflect 2009 budget volumes, budget customer numbers, et cetera.  So you would see some changes, but what you call material difference, let me illustrate that.

For example, rate 115 gets allocated about 1 percent of mains cost.  If that suddenly jumped to 10 percent and there was no customer additions or anything to rate 115, that would cause a red flag to go up.

MR. THOMPSON:  Right.  But am I correct that your '09 allocators reflect your '09 customer adds and your '09 demands and all that stuff?

MR. KACICNIK:  Yes, correct.

MR. THOMPSON:  So in 125, there will be some increases in inputs, but it may not be material in the overall scheme of things, and so that is why I asked my question, if you can flag for me if there are some material changes in these allocators, '08 to '09.  If not, I will move on.

MR. KACICNIK:  Yes, you are right.  For example, rate 125, we added customers.  Therefore, their allocators are higher than they were in '08.  There have been customers added in rate 1.  Their allocation, it is a bit higher than it was in '08, for example.

MR. THOMPSON:  Okay, that is fine.

And then the next question I had was -- well, that answers A and B on -- of my question 8.

The next question I had then relates to the allocation of the distribution revenue requirement, which is at Exhibit B, tab 3, schedule 10, page 5, to the various rate classes.

So what we see here is the total of 973, which includes the Y factor, and then the next page we have the 172 dealing with the Y factor piece of it.

But I what I was really trying to get at was:  How was the eight -- the DRR allocated, the 802.14 million?

So I asked the question:  What are the allocators being used line by line in Exhibit B, tab 3, schedule 10, page 5, and then the same thing for the next page.  Can you do that for me?

MR. KACICNIK:  Yes, I will walk you through.

What we file are the allocators that allocate the biggest costs.  Under cost-of-service, we file all of the allocators, which we still use.  We still update them, for example, allocators for service line, meters, sales stations, and things like that.

But the assumption was that we would realize some efficiencies through this process, and the parties agreed that these exhibits would be filed throughout the IR term.

MR. THOMPSON:  Okay.  Well, let me read that back to you.  I think what you are saying to me is that at page 5, those numbers are based on an allocation study that includes a whole lot of things.  There is not one allocator that accounts for each line?

MS. COLLIER:  That is right.

MR. THOMPSON:  But on the next page, are you saying the same thing, or are these particular line items allocated on the basis of an allocation factor that you can identify?

MR. KACICNIK:  Yes, they are, and they are shown in column 15.  And if you go to allocation percentages, for example, 3.2, that's storage responsibility.  3.3 is for storage space.

MR. THOMPSON:  Okay.  So that is referring back to the allocator report, is it, column 15?

MR. KACICNIK:  Allocators for all Y factors that are identified and supplied in this schedule.

MR. THOMPSON:  Okay.  So gas and storage is space?

MR. KACICNIK:  Um-hmm.

MR. THOMPSON:  The next line is direct.

MR. KACICNIK:  Yes.  That represents DSM programs and supporting costs needed to administer programs to the various rate classes.

MR. THOMPSON:  Okay.  And then CIS customer care is 4.5, which is total customer count and Y factor.  Leave-to-construct is 2.1, delivery demand transmission pressure.

MR. KACICNIK:  Correct.

MS. COLLIER:  Um-hmm.

MR. DeVELLIS:  Sorry, what was 4.5?

MR. KACICNIK:  Number of customers in each rate class.

MS. COLLIER:  Page 8 and page 9.  One is the actual number of customers.  The other one is their percentage allocation, then.  Under customer responsibility, total customer count.

MR. THOMPSON:  I think you can find the numbers on this handout or the exhibit that -- Exhibit C, tab 6, schedule 10, page 8.

MR. KACICNIK:  Ian may be looking at 2008 schedule.

MR. MONDROW:  Well, I am looking at allocators December 31st, 2009, which is part of the same schedule that Peter was -- he was on page 5, and I am looking at pages 8 and 9, which I understood to be the 2009 allocators.

And I am just trying to find the cross-reference for the -- I gather it is a line item or a code, 4.5.

MS. COLLIER:  Oh, I see.  The code is labelled incorrectly.  It is 4.1 on the allocator schedule, and the exhibit says 4.5.

MR. MONDROW:  So just to recap, in Exhibit B, tab 3, schedule 10, page 6, column 15, the assignment code for the CIS customer care 2009 should be 4.1, rather than 4.5?

MS. COLLIER:  Yes.

MR. MONDROW:  Thanks.  Sorry, Peter.

MR. THOMPSON:  So, that's fine.  So the numbers you have in this exhibit relate, they are actually taken from the 2008 coding rather than the 2009 coding?

MS. COLLIER:  Yes.

MR. KACICNIK:  We will correct that with the final order.

MR. THOMPSON:  Do we get a bonus for finding that out?

All right, and then the last question, then, dealt with some evidence that was -- that we quoted up above here, paragraphs 24 and 25 of Exhibit B, tab three, schedule 1, page 7, which implied that some judgment was being applied here in setting the components of rates, and the question is:  Did you apply judgment and, if so, where has it been applied, and why?

MS. COLLIER:  I guess just to point out or start off, similar to what Anton spoke of earlier, we just want to make it clear to everyone that our cost allocation and our rate design process that we are following under incentive regulation is the same process and steps that we have been using under cost-of-service for many years.

So sort of step one of that process is to update the fully allocated cost study with inputs and parameters for 2009, look at the assignment of revenue requirement that comes out of the study, and then, if necessary, apply judgment -- what we call it -- to achieve certain rate design objectives, and these have been discussed many times here, those types of rate design objectives, issues like revenue-to-cost ratios, which was discussed at length a couple of years ago.  I was here discussing that.  Relative rate impacts amongst customer classes and things like that, so that is the same type of judgment that we have always used to make adjustments to the results coming out, and we did again for 2009 to achieve primarily those two objectives.  One is the maintenance of revenue-to-cost ratios amongst the rate classes, as well as the rate increases or changes.

For 2009, you are all aware the proposed rate changes or rate impacts are very small, hovering around zero to less than 0.5 of a percent in either direction, so there weren't really many -- a lot of major changes or adjustments that were made.

MR. THOMPSON:  But what were they, where were they made and why?  What rate classes did you -- or charges did you boost up, what ones did you boost down, and why?

Can you give us a list of those by way of undertaking?

MS. COLLIER:  We could.  It's a balancing act, as you know, when you make any adjustments, because to the extent, of course, that you are removing costs or revenues from one class, it needs to be picked up from the other class because at the end of the day, we design rates to recover our total revenue requirement.  So some have gone up and some have gone down to achieve those.

MR. THOMPSON:  I understand all that, but --

MS. COLLIER:  No, I just wanted to say to achieve the revenue-to-cost ratios, and that, again, just to be clear, because a couple of people have asked similar questions, sort of how have you designed rates under this new process, and we just want to be clear that this is not a change.  It is the same process we have always used, and I just wanted to make sure that -- you know, this may answer other interrogatories from some of the other intervenors that, yes, adjustments have been made, but it is no different than under our cost-of-service methodology.

MR. THOMPSON:  Can you give us an undertaking, list the adjustments you made, all of them, in this judgmental exercise, even if they are minor, and just say why you made them, so we will see the balancing act that you have performed.  It will be transparent.  Is that possible?

MS. COLLIER:  Yes.  Mm-hmm.

MR. SCHUCH:  Okay, that will be undertaking TCU-1.6.
Undertaking TCU-1.6:  To provide adjustments made and reasons for them.

MS. YOUNG:  Jackie, just to follow up and then I can knock off one of my questions.

MS. COLLIER:  Sure.

MS. YOUNG:  The starting point is, in fact, the assignment of the revenue requirement?

MS. COLLIER:  That is right.

MS. YOUNG:  Is it?  It is not the case that you looked at the current rates and had some sense of how much they had to change in order to recover the revenue requirement as assigned to the different classes?

MS. COLLIER:  No, it is the assignment -- yes.

MS. YOUNG:  So it's assignment of revenue requirement, get a sense of what the rates have to be and then apply the judgment to meet the other criteria?

MS. COLLIER:  The other method that you are sort of looking at is almost a price cap, where you look at how much you -- percentage you need to increase your existing rate by to achieve your revenue requirement.  Ours works still from that grassroots.  

What is the assignment of a cost to each rate class, and then what adjustments to do you make, so we didn't look at it and say let's increase rate one by X percent, you know, it was really the results of the study, and then just balancing that revenue-to-cost ratio adjustment that we normally have to do.

MS. YOUNG:  Okay, thanks very much.

MS. COLLIER:  Okay.

MR. THOMPSON:  I am finished.  Thank you very much, subject to a few questions for Don.

MR. SCHUCH:  Anyone else?  Why don't we break for lunch now?  And we will come back at 1:00 o'clock with OAPPA.

--- Luncheon recess taken at 11:52 p.m.

--- Upon resuming at 1:01 p.m.

MR. SCHUCH:  Good afternoon, everybody.  I think now Enbridge has a new witness to introduce.

MR. CASS:  Yes, we to.  We have Don Small with us now, and he is manager of gas costs with Enbridge.

MR. SCHUCH:  Thank you, Mr. Cass.  

And I believe Mr. Thompson had some follow-up questions for Mr. Small.
ENBRIDGE GAS DISTRIBUTION INC. - PANEL 2

Don Small
Questions by Mr. Thompson:

MR. THOMPSON:  Hi, Mr. Small.  Mr. Cass, didn't give you credit for heading up the knowledge centre.  That is why you are here.  They were running a little short on knowledge this morning.

We got into some questions this morning about gas purchase volumes and costs, and one was left, the subject matter of an undertaking, and perhaps I will just circle back to it.  

If you could just turn up your Exhibit B, tab 5, schedule 2, which is the traditional exhibit summary of gas cost to operations for the year ended...

This morning, we had established that this document, in terms of the forecast for 2009, once it is approved by the Board, becomes the basis for the 2009 QRAMs, and I had asked some questions about the equivalent of this document for 2008 that was the basis upon which rates had been established in 2008.  

So I guess what I am talking about is the Board-approved 2008 gas purchase volume document.

So just stopping there, do you understand what I am talking about?

MR. SMALL:  I think so, Peter.  What we filed, as well, in that series of B exhibits, schedule 2, page 5 --

MR. THOMPSON:  Five, okay.  Thanks.  Right?

MR. SMALL:  That is the supplied portfolio for 2008 that we would have used as purposes for our '08 budget, and then that would have formed the basis for all the QRAMs that we did throughout '08.

MR. THOMPSON:  Okay.  So it is in here?

MR. SMALL:  Yes.

MR. THOMPSON:  My question was:  Could you provide by way of undertaking, just taking column 1, the volumes -- so this was the forecast for '08 that the Board approved --

MR. SMALL:  Correct.

MR. THOMPSON:  -- in terms of volumes.  And then that is the basis on which costs are plugged in throughout the year.

What I wanted to see if it could be provided, if we could just have this exhibit, column 1, and then a new column, actual, so we could see what you actually purchased here.

MR. SMALL:  When you say "actual", which time frame are you talking about?

MR. THOMPSON:  Sorry.  I guess it is '08, so should I call it estimated actual; is that possible?

MR. SMALL:  It's possible.  I guess I am just trying to think what I would have available in the length of time to turn around, because it wouldn't include an estimate for the last couple of months, for example.  We wouldn't have gone through that process.  So all you would see is the volumes that we would have actually purchased up until we are just finalizing or just finalized our October information.  

So I could have October actuals.

MR. THOMPSON:  Ten months actual and two months estimated; is that it?

MR. SMALL:  I just am struggling a little bit with the word "estimate".

MR. THOMPSON:  Forecast?  What do you call it?

MR. SMALL:  Well, we would have to take a look at what our expectations are for the month of December and those kinds of things, and it wouldn't necessarily tie back into the budget, and it certainly wouldn't tie back into what any -- what the actuals would end up, I guess.

Maybe my question to you would be is:  What is it that you are looking for?

MR. THOMPSON:  I guess I wanted to see whether the mix that you forecast in '08 and actually purchased is compatible, or whether there are significant incompatibilities.  For example, if it showed up you were actually buying a whole lot of cheaper stuff, that would, I think, have some bearing.

MR. SMALL:  But that is the purpose of the PGVA account.  To the extent that we acquire gas supplies at something other than the reference price, that dollar amount then, in turn, goes into the PVGA account, which we then dispose of when we do the clearance of the account. 

So just -- I mean, your first question was just a column showing what the volumes were.

MR. THOMPSON:  Right.

MR. SMALL:  So you could maybe see a difference in what the mix might have been.  You would have to take into consideration that the actuals are going to be -- we wouldn't have gone through any kind of weather normalization as yet.  There is going to be a difference in the direct purchase activity compared to the budget.  So there are a number of elements in the volume alone that are going to be different when you compare it to the budget.

Then I -- that was the first kind of question you had.  Then you were looking about whether or not they were cheaper supplies or not, and I am just trying to figure out what I can provide you.

MR. THOMPSON:  You are trying to figure out where I am going.  Can you produce the document?

MR. CASS:  I think, Peter, Don is saying this is some effort for him to try to put this together for you, and he is wondering what the value of it will be if he goes to that effort.

MR. SMALL:  I want to make sure that -- I guess I'm not exactly sure.  First, you just said volumes, and I recognize I can do that, but there is a going to be a difference because of a number of elements compared to the budget.  

One is direct purchase activity is going to have an influence on what our pipeline supplies might be, the level of load balancing that might be required because of difference in degree days.

So there is going to be a number of elements that are different, and then you're only going to have ten months, and then if I throw in a couple of months' estimate, it is going to give you a comparator, but if you're trying to compare that, are you going to then try to compare that to our '09 budget?

I guess I am just trying to follow along what it is that I can provide you that will help you.

MR. THOMPSON:  I guess what I am interested in is your forecasting track record, so perhaps let me ask it this way.  You're making enough fuss about the '08 that I am inclined to -- let's do it for '07.  

Can you just take '07, the equivalent of this document for '07, and the actuals?  So it wouldn't be the bridge here.  It would be the historic.

MR. SMALL:  I thought we had already filed that.  I could be mistaken, though.

MR. THOMPSON:  Okay, well, then...

MR. SMALL:  Yes, '07 actuals, I mean, again, the same qualifiers would be in play.  There would be a different level of direct purchase activity compared to the '08 budget and the '09 budget.

MR. THOMPSON:  I want to see the '07 budget versus the '07 actual.  Okay?

MR. SCHUCH:  I think this is just building on to the undertaking that was already providing this morning.

MR. THOMPSON:  Or replacing it.

MR. SCHUCH:  Or replacing it, TCU-1.5.

MR. SMALL:  Just so I am clear, you want a volumes and dollars comparator; right?  So what I would try to do is not only just give you the budget, but then what would be the prices updated for each QRAM, so --

MR. THOMPSON:  Well, I was primarily interested in volumes, but, yes, do both, okay?

MR. SMALL:  Okay.

MR. MONDROW:  Could I ask a question, Peter, if you don't mind?  Don, could you weather-normalize?  I assume the '07 actuals will not be weather-normalized, whereas the budget for '07 was weather normalized; is that right?  It is one of the factors you mentioned before would confound the comparison.  I am just wondering if you can back that factor out so it won't confound that comparison.

MR. SMALL:  Just to be clear, the '07 budget, when I think of weather-normalize, the '07 budget was whatever the degree day forecast was.  So that was the weather -- so the '07 actuals would then be whether normalized back to the budgeted level of degree days.

MR. MONDROW:  Would that be a lot of work to do?

MR. SMALL:  Just trying to go through my mind what exactly we would have to do for all that.  Maybe if I could have a few minutes to think about it, then I could see whether or not --

MR. MONDROW:  Yes, sure.  If it is not too difficult, that might help remove one of the two or three factors you mentioned.

MR. SMALL:  All right.

MR. MONDROW:  Thank you. 

MR. THOMPSON:  So the undertaking is perhaps being embellished?  You are going to get back to Ian on that?

MR. SMALL:  Yes, I will try to do that, but it is at least. 

MR. THOMPSON:  It's at least, yeah, at a minimum --

MR. SMALL:  Compare actuals and budgets, and then whether or not we can factor in the weather normalization piece.

MR. THOMPSON:  Okay, thanks.  Now, the other area that we were -- or at least I was trying to understand, Don -- relates to the carrying cost of storage, the value for '09 and '08, and that is shown in Exhibit B, tab 1, schedule 2, Appendix A, at pages 1 and 2.  And taking it for '09, it cross-references this exhibit we just were referring to, Exhibit B, tab 1, schedule 2, Appendix A, and the line one has got "average gas in storage, volume and value"?

MR. SMALL:  Yeah, and just to -- if you want, within my series of exhibits, you -- the exhibit I believe you are referring to is actually one of Kevin's exhibits, and it shows a number of 511 for '09, so then if you went back to my exhibits, in Exhibit B, tab 5, schedule 2, page 4?

MR. THOMPSON:  Right.  Well, it actually gives the --

MR. SMALL:  It gives the monthly breakdown of the volumes and the dollars that come up with the 511. 

MR. THOMPSON:  Right, and that is referenced right in this note here, Exhibit B, tab 5, schedule 2, page 4, line 14? 

MR. SMALL:  Right. 

MR. THOMPSON:  Okay, all right, and so I had asked what were the reference -- this is based on a reference price in October 1 of 2008, as I understood it.

MR. SMALL:  The equivalent one of 384.768, that you see at the line item number ten on page 1 of those eight schedules of mine.

MR. THOMPSON:  Sorry, 384.708? 

MR. SMALL:  768.

MR. THOMPSON:  Okay, and then –-


MR. SMALL:  Just -- sorry, Peter, not to interrupt you, but just keeping in mind that there are other elements within the gas and storage amount.  It is not just all the commodity or the volumes times the reference price.  Our storage and transportation costs that we pay to storage providers and to Union for transmission on their system, we defer those costs through storage and then charge off to gas costs through the November to March period, so there is other elements in that gas and storage number, other than just the volumes you see times the reference price.

MR. THOMPSON:  Well, let me just tell you where I was headed this morning, and that is when you got the call.

So the reference price for '08 is the 384.103, I think you said, and then if you go to --

MR. SMALL:  Sorry, that was the '09, was -- 

MR. THOMPSON:  '09, excuse me, yes.  And I think Kevin gave me the reference price for '08 at 363.70; that is per 10 3 M3, as I understand it.  Did I get that right, Kevin?

MR. CULBERT:  The October '07 reference price?

MR. THOMPSON:  Yes.


MR. CULBERT:  No, it was 323 -- 323.347. 

MR. THOMPSON:  Oh, yes, sorry, 323.  Right, okay.  And so let's just hold on the '09, and if you -- so I take this number at line one, average gas and storage volume and the value, we have a 1,160,383.9 103 m3 in storage, and its value according to your numbers is $511,235,100?

MR. SMALL:  Right.


MR. THOMPSON:  Okay.


MR. SMALL:  That is the average of average balance, yes.

MR. THOMPSON:  Right, so if I divide the one by the other, I come up with a value of $440.57 per 103 m3. 

MR. SMALL:  And it is because of those other elements that I was talking about.  If you just turn back to page 2?

MR. THOMPSON:  Of schedule five -- 

MR. SMALL:  Sorry.  Maybe it will be easier if you turn to page 3 of 8, you would see our forecast of storage and transportation costs, 409.  So as I was saying before, those costs, we are incurring on a monthly basis and then we will draw those costs down and charge off to gas costs over the November to March period.  So an element of those costs remains in gas and storage.  So those amounts are additive to the volume times the reference price.  So that is why you are seeing a higher number, when you just take the volume into that thing, that dollar amount of 511. 

MR. THOMPSON:  Okay, and so, then, what I guess twigged my interest here is when I went to the '08 scenario, when I did the math I got the average, so this is the next page at schedule -- Exhibit B, tab 1, schedule 2, Appendix A, page 2.  We have a larger volume in storage and a lesser value.  That's because the reference price was 323.347, but when I did the math for the total, I got 363.70, which indicated about a $40 add-on per 10 3 M3 for stuff above the reference price.  And when I come to '09, it is like $56 add-on, and I think you are telling me that is going to show up in the -- if I just look at the '08 transportation costs and compare it to the '09, there is going to be a lower number.

MR. SMALL:  '09 would be higher.

MR. THOMPSON:  That is what I mean.  '08 is -- well, explain that difference between -- 

MR. SMALL:  Well, a part of it, yes. 

MR. THOMPSON:  What do you mean a part of it?

MR. SMALL:  It will just be the timing of the costs, for example.  The other element that is included in our gas and storage piece is the -- as you know, we currently pay out a T-service credit.  We pay that credit out to direct purchase customers based upon delivery.  We collect the transportation costs on the consumption side.  So there is a timing difference between when the payments are made and when the collections happen.  So we flow that amount through our gas and storage element, as well.

So there are a couple of components, but essentially what you are seeing is that if our storage and transportation costs go up from one year to the next, you are going to have greater dollars in gas and storage throughout the year drawn down.

You have the other element, too.  You are using a different volume from one year to the next in your unit rate calculation.

MR. THOMPSON:  But conceptually the idea is we pay a return -- we pay a carrying cost on commodity, the commodity cost of gas landed in Ontario.  Is that right?  Is that the idea?

MR. SMALL:  But what we also want to capture is the carrying cost associated with -- I go back to those storage and transportation costs that were flowing through gas and storage, because we are already making that payment and then we are only charging off to gas costs at a separate period, so we want to make sure we are recovering the costs associated with that carrying of those dollars, if you will.

MR. THOMPSON:  Okay, and you can give me a great assurance, I am sure, that we are not double-counting here on the lags?

MR. SMALL:  No, we are not.

MR. THOMPSON:  Okay.

MS. CAMPBELL:  A bit of scepticism in your voice.  It is not in keeping with the spirit of the year.  Come on.  It is that time of the year.  You have to believe, that and Santa Claus.

Okay, so who is next?

MR. CULBERT:  Can I interject?  Perhaps we can go back to -- APPrO had a question concerning some gas costs, i.e. the APPrO No. 4.  Maybe we could --

MS. COLLIER:  Doug, thanks for your written response on number four.  I had a follow-up question just in terms of this additional DOS-MN capacity that was allocated to Enbridge.  I understand you are using that for your own internal supply needs.  How does that generally affect the rest of the supply plan?  Does this displace interruptible supplies you would have purchased?  Does it displace other firm transport that you would have otherwise used to facilitate your overall gas requirements?  A combination of those two?

MR. SMALL:  Well, maybe I can answer this way, and hopefully this answers your question.

The DOS MN service is a new service that just came about, so it certainly isn't -- wasn't even contemplated when we were putting together our '09 budgets and developing what our supply portfolio was for '09.  

So what we're trying to do here is get recovery for our '09 costs based upon that supply portfolio.  To the extent that there is a difference between our actual acquisition costs in '09 versus that supply portfolio, dollars would be captured in the '09 PVGA. 

Now, that is no different than if -- for example, this new service DOS-MN became available mid November and it was made available to firm shippers on TransCanada.  They were going to allocate a portion based upon your firm contracts.  

So we had available to us a level of this service, and it was a firm daily service.  So the decision that we were trying to make was whether or not we use that service in acquisition of gas supplies for what we would need, for example, in place of what our discretionary supplies might have been.  But when we looked at it, we decided that there was opportunities for transactional service that, if we packaged this transmission service or this transportation service with a TS storage deal, the economics were such that we felt comfortable in doing that way, and then that way all the customers or -- all the utility customers would benefit from the utilization of that service, because if we exceed our threshold with respect to transactional services and, to the extent that we are able to optimize this service throughout next winter, then customers on -- all our customers would benefit, because the TS account, to the extent we exceed that threshold, is cleared for storage deal with 90/10.

So they would get 90 percent of it.

MR. WOLNIK:  What is that threshold?  I just don't recall what it was.

MR. SMALL:  Eight million, I believe.  We are giving back 8 million in rates right off the top.  So to the extent we exceed that, then there is a sharing mechanism.

MR. WOLNIK:  Does it affect -- I mean, you mentioned storage; you maybe package it with some storage.  Given that it may be replacing some discretionary supplies coming in, and this is now a firm must nominate service, does it affect your storage requirements, at all?

MR. SMALL:  Sorry, if I gave you the impression that this would be substituting discretionary supplies, I didn't want to give you that impression.  What we would do is we would be looking at what the demands are of the utility customers, and, to the extent that we would have to go out and buy incremental supplies throughout the winter, discretionary supplies to satisfy that demand or to main (sic) targeted storage balances, we would do so, and those would be part of our forecasts and we would recover those costs from all customers through the load balancing element.

What we have done is we have been able to arrange a transaction with a third party who was looking to enter into a storage deal with us as part of our transactional services, whereby this counterparty would deliver gas to us to have -- inject into our storage, and then they would draw it later on, and there would be a benefit to customers through transactional services revenue.

MR. WOLNIK:  I think I was going to go to just a little bit different location.  Given that they may have been discretionary revenues before, and now they are coming in on a firm basis, is that the same as firm deliverability coming from storage, and is the balance of the storage required to service your regular market less as a result of this service?

MR. SMALL:  No, it is not.  We -- one of the things that we make sure of is that, as part of the budgeting process, we will develop what our storage targets are throughout the winter season, and then as we are going through the year, we make sure that we are managing the volumes that we are purchasing to protect those storage balances as we go through the winter. 

So by providing this service, or working it through with this third party, it has nothing to do with the storage balances or the gas that we would be acquiring for the needs of the utility customers.

MR. WOLNIK:  Thank you.

MR. SCHUCH:  Ms. Young.
Questions by Ms. Young:

MS. YOUNG:  Thanks, Colin.  I think I just have two or three questions of clarification left.  A couple have already been answered.  The second question had to do with Exhibit B, tab 1, schedule 5 on page 16.  It was paragraph 26.  The middle sentence in that paragraph just left me with a question.  

The particular sentence is the one that reads:
"Specifically this rate design change reflects the implementation of increasing monthly customer charges for rate 1 and rate 6 on a revenue-neutral basis by reducing variable charges accordingly and increasing both fixed and variable charges for other rate classes."

My question is:  Are those two separate items?  The way I was reading it at first - and I may be totally 
wrong - was that somehow the increase in the monthly customer charges for rate 1 and 6 were driving rate changes in other classes.

MR. KACICNIK:  No, not at all.  Just the first settlement agreement that specified the increases in rate 1 and rate 6 monthly customer charges.

MS. YOUNG:  So, Anton, what is the second part of that sentence referring to?  Can you just put that sentence in the context of the paragraph?  And I know you are talking about migration and people moving from the contract classes to rate 6.

MR. KACICNIK:  In a nutshell, what this sentence says is that for large volume customers, we would adjust upward both monthly customer charge and delivery charge.  For rate 1 and rate 6, monthly customer charge is increasing at a faster pace than the overall increase for the rate class, so, therefore, to retain or remain revenue neutral, delivery charges would decrease.

MS. YOUNG:  But it is revenue neutral on a rate class basis, so it is rate 1 revenue neutral, rate 6 revenue neutral?

MR. KACICNIK:  Correct.

MS. YOUNG:  Thanks very much.  The next question had to do with just the general methodology that you used to arrive at the unit rate changes on a T-service basis that are at page 3 of Exhibit B, tab 3, schedule 1.

MS. CAMPBELL:  If you could excuse me for a second, Ms. Young, the question that you just asked and got an answer to would be question number 2 --

MS. YOUNG:  Sorry, yes.

MS. CAMPBELL:  -- in your list of questions, and we are now moving on to question number 3?

MS. YOUNG:  We are.

MS. CAMPBELL:  Thank you.

MS. COLLIER:  Table 1 that is depicted in our written direct evidence, those rate impacts are looking at the change in the total T-service rate relative -- proposed T-service rate relative to the existing T-service rates.  Sorry, the sun is right in my eyes.

So you look at the average unit rate, compare that to the proposed, and it is just the relative increase.  So it is not basic -- identical to the typical profiles which we have also listed in our evidence, because those profiles vary based on the profile of the customer and the level of volume that they are consuming.

MS. YOUNG:  Jackie, are the average unit rates by rate class in the material at all?  I know you have the components.  You have distribution.  You have load balancing, transportation, and then --

MS. COLLIER:  Summed up somewhere? 

MS. YOUNG:  Yes. 

MS. COLLIER:  No, I don't believe they are.  Just by component, that one exhibit you are referring to.

MS. YOUNG:  But it would just be a matter of taking the various components and --

MS. COLLIER:  It would be distribution, load balancing, and transportation, and then comparing to the existing October QRAM reference -- or rates.

MS. YOUNG:  Okay, thanks.  Just out of curiosity, part B of question number 3, the T-service rate impact for rate 100, how did you determine that, given that there are -- I think you are forecasting no rate 100 volumes for 2009.

MS. COLLIER:  You are correct.  There is no forecast volume for rate 100 for 2009, but, as we indicated in our evidence, we are still proposing to maintain that rate and have it available to customers.  So we did adjust that rate for 2009, so that T-service rate impact that you are seeing in that table was calculated in the same manner.  It was the proposed rate 100 rate, relative to the existing rate 100 rate and that yielded the percentage change that you see in the table there.

MS. YOUNG:  Okay.  Help me.  I am trying to figure out how you would determine an average unit rate for 2009, given that you -- you have to have volumes to do that, do you not? I am missing something, obviously.

MR. THOMPSON:  This is in your judgment list.

MR. KACICNIK:  Yes, we were looking at how much adjacent rates are increasing, and then we picked something that is suitable for rate 100. 

MS. YOUNG:  Okay, okay.  Thank you.  And the last one would be question four on OAPPA's list.  I think you may have answered this one earlier in the day, but the reference is Exhibit B, tab 3, schedule 1, page 6, paragraph 21.

MS. COLLIER:  Yes?

MS. YOUNG:  It talks about distribution-related costs being recovered from commodity and load balancing charges.  Would I be correct that those are the amounts shown on Exhibit B, tab three, schedule 10, page 5, lines 1 and 2?  I think you were talking about those this morning.

MR. KACICNIK:  Yes, that is correct.

MS. YOUNG:  Okay, thanks.  Those are my questions. 

MR. SCHUCH:  Thank you.  Next up, I believe, is School Energy Coalition.
Questions by Mr. DeVellis:


MR. DeVELLIS:  Thanks, Colin.  Good afternoon, panel.  I think I only have one question left -- the others were answered from previous questions -- and it is question 6D.  It has to do with Y factor capital, and the question was:

"Please advise whether the Board has granted leave-to-construct for either or both of the Portlands and Thorold projects."

MR. CULBERT:  Yes, they have.  There was -- a leave-to-construct for Portlands was granted in June of '07 and Thorold was granted in October of 2008.  I can provide the dockets, if you would like.


MR. DeVELLIS:  Sure.


MR. CULBERT:  Portlands was EB-2006-0305.  And Thorold was EB-2008-0065.

MR. DeVELLIS:  Okay, thank you. 

MR. SCHUCH:  Thank you.  Next we have VECC.
Questions by Dr. Higgin:


DR. HIGGIN:  Good afternoon.  Roger Higgin from ECS, representing VECC.  I think that if you go to our questions, you have answered schedules two, and six to nine, so we are going to just go through a couple of the remaining ones, unless there is anything else you want to add.

So let's start with the first question.  I believe this has been substantially answered in the discussions with Mr. Thompson and so on, and this was to address the derivation of the Y factor for gas in storage of 50.415 million for 2009.  You have dealt with the derivation, I think, there.  I just have one thing, then, to clarify and that is that this Y factor is not fixed, therefore.  It varies through the year by quarter and that is quite different -- and I will go to some of the other Y factors in a minute -- so this is particularly, this Y factor is re-derived, adjusted every quarter; correct?

MR. CULBERT:  Yes, that is correct.  It is dependent on gas prices as they change.  But it is determined on a volumetric forecast basis that is consistent throughout the year, but you are quite correct, Roger, that that price or carrying cost impact does change quarterly within our QRAM processes.

DR. HIGGIN:  Thank you.  So that effects, then, the total 973 DRR as you go through the year; correct?

MR. CULBERT:  That is correct.  It does have an impact on that –-

DR. HIGGIN: Thank you.


MR. CULBERT:  -- both up and down. 

DR. HIGGIN:  So if we have any disagreement with lag days or anything, we take it up in the QRAMs, right? 

MR. CULBERT:  That is where those things are discussed, yes.

DR. HIGGIN:  Thanks.  So that is question one.  Question two has been, again, substantially answered by the response to Julie, to CCC, which is Interrogatory No. 2 of CCC, where you provide a great deal of data on the relationship between housing starts and customer additions; correct?

MR. CULBERT:  That is correct.  

DR. HIGGIN:  So I only have one other question, then, to deal with this, and that is your customer addition forecast is done on a grassroots basis; am I correct?

MR. CULBERT:  Yes.

DR. HIGGIN:  So why did you not in the past use modelling, related to, for example, a correlation between housing starts and customer additions, as an input to that forecast?

MR. CULBERT:  As an input to which forecast?

DR. HIGGIN:  Customer additions forecast.

MR. CULBERT:  So to derive the customer additions forecast?

DR. HIGGIN:  Not necessarily alone.  As an input, I said, to that.  Is it -- is housing starts, does it explain a large amount of the customer additions, at least for the residential?

MR. CULBERT:  Yes, it would. 

DR. HIGGIN:  So you have, then -- you would have had another methodology option to drive off the forecasts, say consensus forecast or other forecast, bank forecast, of housing starts?

MR. CULBERT:  Yes. 

DR. HIGGIN:  Okay, that was one of my only questions, and of course methodology is off the line for now in terms of the IRM, so it is a methodology issue which could come back in future.  Okay.

MR. SCHUCH:  Thank you.  Now, Ms. Girvan wasn't able to make it this afternoon, and she mentioned that --

DR. HIGGIN:  I have her questions, so...

MR. SCHUCH:  She was -- CCC was actually next on the list.

DR. HIGGIN:  Yes.  Well, not to interrupt my questions, but I am going to morph into Julie at the end of this.  I have less hair. 

MS. CAMPBELL:  I was thinking that, but I thought that was cruel, but --

DR. HIGGIN:  But I don't sneeze a lot.  

MS. CAMPBELL:  So there is -- we are up.  Basically, it is a positive.  Well, good. 

DR. HIGGIN:  All right, so in a minute or two, I will go through her remaining questions.

MS. CAMPBELL:  Good.

DR. HIGGIN:  Thanks.  Okay, so could we look at our question three?  Again, it's largely been dealt with in your response to the fact that you are not planning to update your customer -- your estimate of numbers of customers for 2009.  This particular question said -- provided the update for the 2008 ending, although it would be an estimate given the time of year -- number of customers.  That was the main part of this particular question, and the second part of the question was how would that affect the 2009 forecast.  So if you have anything else to add to that, your responses to date, then could you please provide that now?  Thank you. 

MS. CHAN:  Mr. Higgin, we don't intend to update 2008 estimate numbers, and the reason is this is a point year-to-date actual.  This is still in line with our current 2008 estimate, so that is a response to your part A.  


Regarding to your part B, as a result it is pretty in line with our estimate, therefore all else being equal, there will be no change.  

DR. HIGGIN:  Thank you.  Let's go to question four.  Question four is related to the power gen projects, and maybe I have missed it, but when were the actual in-service dates for the two projects, with respect to the rate base recognition, should we say, of those two projects?  Did you give us that on the record, because I haven't heard it yet, that I can --

MR. CULBERT:  Yes, I think I did respond that Portlands was October 2008, and the forecast for the Thorold project is September 2009.

DR. HIGGIN:  Is that forecast still good?

MR. CULBERT:  Yes.  Yes.

DR. HIGGIN:  Thank you.  So could we go to our question 5?  I will ask you to pull up an exhibit here, as well.  It is the second reference here.  That is Exhibit E, tab 2, schedule 1, if you could pull that up.

Now, just so you understand what I was trying to ask for in this particular question, if you look at this exhibit and you look at column C of that exhibit, you will see there two key numbers which drive towards the estimate of the CIS costs, customer care costs, of 94053486 at the bottom, okay, which, if you round it up, is the number that is other schedules, as well, if you round it.  

My question was:  I am having difficulty, because the customer's number is 1925563.  That is the customer number that is used to drive that number at the bottom.  Your forecast for 2009 is 196437 customers.  

So if I am being rather stupid on these things -- was to prorate or use the lower number of customers, which is the ending number, then I would get a lower number than 94.053 million?  You know, just being very simplistic about it, and I am a very simple guy, okay?  So could you explain that to me, please?

MR. CULBERT:  Yes I can.  As you can see in that exhibit you are referring to, the upper section of the exhibit basically is what was agreed to in the CIS customer care settlement agreement, and then trued up at a later point in time with representatives of customers, et cetera.  

So those numbers essentially were agreed to as being the numbers that will be allowed for collected in rates over the next five years, six years.  

The customer numbers were, I will presume, part of the structure of the agreement with the service provider, et cetera, but, again, those numbers are a finite set of numbers.  They are not to be recalculated throughout the term, in terms of deriving what -- the customer care costs that have been accepted for rate-making purposes.  

None of the numbers in the top of that -- in that top template or section of the template will change over the next 2008 through 2012 years.

DR. HIGGIN:  So that, in essence, because the customer count forecast is lower by approximately just under 20,000, then the amount of revenue for customer care that you are collecting will be overstated relative to this?

MR. CULBERT:  No, I wouldn't say that.  The agreement was structured as to the amount of customer care costs that we were looking to pay.  That was the agreement at the point in time.  There is no true-up for that, necessarily, other than what happens inside of the company's actual financials.

DR. HIGGIN:  But the actual costs of customer care are a function of the number of customers times the number of bills rendered, et cetera, et cetera, the meters read, everything else.  So if you have less customers, you have less costs; correct?

MR. CULBERT:  That is a presumption, again.  I am not privy to the details of the contract, the way it was structured, but...

DR. HIGGIN:  Okay.  So, anyway, that was the question, and there is no -- so part B, you have told me there is no true-up.

MR. CULBERT:  The true-up was, relative to the agreement that was struck in 2007, there were a couple of variables that were left outstanding when the customer care agreement was structured.  Those two elements have been dealt with and trued up; namely, I think it was the equity component of the company, and another one that escapes me at this time.

But there were a couple of elements that have been trued up, and that was the extent of the nomenclature of "true-up".  It was to true up of the original agreement to a final status, and this is the final status of that true-up.

DR. HIGGIN:  So just to close this one out, so the customer care's Y factor is a fixed amount driven off this schedule per year?

MR. CULBERT:  Absolutely.

DR. HIGGIN:  And that is the position of the company as per the settlement on customer care?

MR. CULBERT:  It was the position of all parties who were in agreement with this template that these are numbers that will go into this template.

DR. HIGGIN:  Right, thank you.  So those are my questions.  I have read through your responses to the other ones and I have no follow-up questions, so I am going to morph into Julie now and try and pick up some CCC questions.

The ones that haven't been answered in writing would be her third question.  We discussed it and she felt that the response that you had provided to Board Staff No. 5 would be adequate for her purposes, so she will go along with looking at that information that you have provided on Board Staff No. 5.

So then coming to the second one, I think you've responded now on the record to that one.  This was about the projected in-service dates for the two power generation projects, and you have just given on the record the in-service dates for those two projects.  

So her next question was with respect to try to understand the -- this is, I believe -- let me see.  She hasn't got numbers on them.

This is her seventh question, question 7, provide a schedule that sets out the rates established through the formula and the rates proposed have to consider the objectives set out in the evidence, and she has cited rate stability, rate class characteristics and rate impacts for the various customer classes.

Please explain how the objectives have been applied in the development of the final rates. 

That is her question.  Do you have anything more to add to what you have already talked about that?

MR. KACICNIK:  Part of that will be provided in the undertaking response to Mr. Thompson.  The key point to keep in mind is that the formula establishes the revenue requirement, the cost side of the equation, and we design rates as we design them under cost-of-service regulation.

DR. HIGGIN:  Okay.  So she will look at that undertaking and that will provide an idea of how that has been done.  Okay, thank you. 

The last question here, which is question 8, says:
"Provide a detailed schedule setting out EGD's proposal for the timing of the next IRM filing for 2010."


That's the question, and I don't know if you have a response to that.

MR. CULBERT:  Well, as you know, there has been some discussion into the phase 2 portion of this hearing, but the company's intention is, at this point, to file its 2010 IR application in accordance with the agreement, and that would be similar to this year.  

We would file our application, and all supporting information that was agreed to, by October 1st, 2009.

DR. HIGGIN:  And a follow-up question.  How will you be dealing with, if any, the ESM, the earnings sharing mechanism, in that process, because VECC has, as you know, suggested that maybe should be looked at as a phase 3 issue?

How are you going to deal with ESM during that schedule?

MR. CULBERT:  ESM, by my recollection, is -- the utility results are to be provided by sometime in March of the year following the financial performance, therefore like 2008 would be provided in March of 2009, and it is our intention or it was the intention of the agreement that the results of the ESM would be cleared through to ratepayers in the July -- in the following July, in terms of deferral and variance account clearances, so we are proposing to follow that same agreement that was structured.  We will be able to provide the ESM results in March, and hopefully it will all be resolved in time to clear through the July clearances of QRAM.

DR. HIGGIN:  So that will be done, then, through the QRAM or coincident with the QRAM for July?

MR. CULBERT:  Right.

DR. HIGGIN:  That is your current proposal?

MR. CULBERT:  Correct.

DR. HIGGIN:  Okay.  Thank you.  Those are all my questions.

MR. SCHUCH:  Dr. Higgin, just on that point, were you suggesting that there might be a need for another process, a phase III process to examine the earnings sharing and have a Board order --

DR. HIGGIN:  Our letter to the Board regarding this proceeding had suggested that that was an option to look at, dealing with that as a phase III.  The Board didn't make any particular comment on that, and you have heard the company's response as to how they see the ESM being dealt with.

MR. CULBERT:  Maybe I can comment.  That was our intention, just to follow the same process as has been followed in some previous earnings sharing calculations, that we would provide all the information as quickly as possible, hopefully by early March the following year, and that we would follow the same process that we had gone through before.

There would be a presentation of information, and it's in the agreement, questions would be asked by the intervenors of the information, responses, in the hopes that we could come to an agreement as to what the numbers are and move forward and clear it as of July.  If that doesn't pan out, then we would have to deal with -- 

MR. MONDROW:  All of that will presumably be -- you'll bring an application for approval, for clearance of that or for disposition of that ESM?

MR. CULBERT:  Correct.

MR. MONDROW:  So that is the process -- the forum for the process.

MR. THOMPSON:  You would roll that into your phase II if it made sense from a timing perspective. 

MR. CULBERT:  If from a timing perspective we had all that, absolutely, we would have.

DR. HIGGIN:  That was our suggestion, Peter. 

MR. THOMPSON:  Good idea.

MR. CULBERT:  As you know, it is dependent on the final audit of our results and board of directors' approval of the results, et cetera, et cetera, and then the discussion with intervenors as to the results, and I am sure there will be further discussions, though.

MR. SCHUCH:  When you say this was laid out in the settlement, you meant the IRM settle?

MR. CULBERT:  IRM settlement agreement and decision, yes.

MR. SCHUCH:  Thank you.

MS. CAMPBELL:  It looks like we have completed all the questions. 

MR. CASS:  Oh, no.  I'm sorry to interrupt.  Just before we wrap up, I think Don Small wants to come back to one of the undertakings.

MR. SMALL:  Yes, I had a chance to kind of think, and what I think might help is as part of the QRAM, as part of our January 1 QRAM, we would have filed what we thought our projected year-end balance was going to be for the '08, and in that, we would have provided monthly purchase volumes for 2008, so it would have been a combination of actuals and forecasts.

And I am wondering if maybe I can take that information and put it -- and summarize it into these details for the '08 budget.  Would that satisfy what Mr. Thompson was looking for?

MR. THOMPSON:  In addition to '07?

MR. SMALL:  Well, what I was thinking -- two things, I guess.  One, if we could stick with '08 I would prefer that, because with the '07 stuff, if I show actuals, that is fine.  Mr. Mondrow suggested that maybe we do a normalization, and doing normalization does create a little bit of problems, because when you are normalizing, you have to make some assumptions as to which supplies you would have backed off or which additional ones you would have purchased.  Then the question is:  What would you have bought those supplies at?

So when we do normalization, we look at what the impact is on our gas cost, which is the reference price. So to break it down on the individual components may not be as helpful.

MR. THOMPSON:  Well, that is his question.  Mine was just give me the actuals, and I thought I had a yes to that.


MR. SMALL:  Okay, so you still want '07?  Okay.


MR. THOMSON:  The actuals in 2007, and if you want to do the QRAM stuff for '08, that would be fine. 

MS. CAMPBELL:  So has that really clarified it for you?  You see, the next time, you won't bother trying to be helpful to Mr. Thompson.  Others have learned not to go down that road, and you have probably just learned that lesson, though rather publicly.  Okay, so everybody has --

MR. DeVELLIS:  One follow-up question, please?

MS. CAMPBELL:  Yes?

MR. DeVELLIS:  It has to do with Board Staff --response to Board Staff No. 3.  It's Exhibit I, tab 1, schedule 3.  This is -- we were discussing the sensitivity of the customer additions forecast, and I just had a question.  I understand how you go from 321 to 0.1 million, so it is 321 times 420.75; is that right?  And it gets to about 135,000; that is for a thousand -- a variance of a thousand customer additions; is that right?

MR. CULBERT:  Yes.

MR. DeVELLIS:  What I don't understand is how you do from a thousand customer additions to assuming that 2009 average customers would change by 321.  Is that reference to a settlement agreement or is that some other formula?

MR. CULBERT:  I will turn to Ms. Chan to explain.  There is evidence on the record explaining this, so I will turn to Ms. Chan.

MS. CHAN:  So if you want to turn to Exhibit B, tab 1, schedule 5, Appendix B, page 4.


MR. DeVELLIS:  Okay.


MS. CHAN:  And paragraph 7.


So what this paragraph is saying is, as in the past, there is always a lag time between when the service line and meters are installed.  That underpins capital expenditures, which are the customer additions that you see, 1,000.  And when customer moves into premise and calls to have a meter unlocked, and that is why it is translated to 300, because what happened is, say when you have 1,000-customer addition added that year to have service line installed, as we all know, not 1,000 customer will move into the premises at the same time, right away, and call us to activate the meter.

So what that 300 number is, is for the active meter that has gas consumption, and that also underpins our revenues.

MR. DeVELLIS:  And is there some sort of formula for determining how many customer additions translate into actual customers during the year?

MS. CHAN:  Yes, and if you turn to the next page, which is page five, and this is the table of the budget time lag.  And this is based upon our historical actual billing data.

So if you look at residential new construction, all else being equal, on the average there is a six-month time lag.

MR. DeVELLIS:  I see.

MR. MONDROW:  Ms. Chan, does this -- do these numbers, then, on page 4 pick up the customers lagging from 2008?

MS. CHAN:  Yes, that is correct.

MR. DeVELLIS:  Okay, so for commercial customers you have a 16-month lag?

MS. CHAN:  Yes.  Not surprisingly, right?  Think about the plaza, if you can see that, right?  Lots of the time you always have it vacant for several months.

MR. DeVELLIS:  Oh, I see.  So you actually go do the work, but they don't actually come online for 16 months?

MS. CHAN:  Exactly, yes.


MR. DeVELLIS:  Okay.  Thanks.

MR. MONDROW:  Do you measure the unlock from the construction heat stage or from the occupancy?

MS. CHAN:  Just only from occupancy.

MS. MONDROW:  So you start -- you unlock the meter for the purpose of the tenant that is going to move in 16 months from --

MS. CHAN:  This is how the time lag is measured, okay? And however, say, for example, what happens is sometimes when there is a construction heat, and that may not really basically provide us the billing statement until when the occupant comes in, so that is the time will be referred to but we will only measure the time lag for that one, but if you are asking us for the revenue, for sure our revenues will have included that.  Same as the volume will have included the construction heat.


MR. DeVELLIS:  So getting back to this exhibit, the numbers you provided in response to Board Staff No. 3, that is the revenue impact in the test year, but if you wanted the revenue impact, eventually it would be whatever -- it was a thousand customers times 421 or whatever the -- is that right?

MS. CHAN:  Yes.


MR. DeVELLIS:  Okay, thanks.  Thank you. 

MR. SCHUCH:  Okay, on Board Staff No. 3, Ms. Chan, I have had some time to think about this over lunch, and I think I would like Enbridge to add in the sensitivity associated with the 10,000. 

MS. CHAN:  Sure.

MR. SCHUCH:  Thank you.  That is an update to the interrogatory filing.  

MS. CAMPBELL:  Okay, so there has been an agreement to update to reflect the 10,000, and that is question three of the Board Staff questions?

MR. CULBERT:  That's right.  

MS. CAMPBELL:  Thank you.

Do we have any other questions? Did you prepare any answers to questions you wished you had been asked and hadn't, but want to give anyway?  No?  Obviously, Mr. Cass, Mr. Stevens has drilled it into you, not unless you are asked.

Seriously, is there anything else that has been missed and should be covered in the technical conference?  We have two days set aside.  We're clearly not going to need the second day. We clearly don't need the rest of the afternoon, so is there anything else in the evidence that anybody wanted to ask questions of?  This is your moment.  

MR. SCHUCH:  Last chance.  Going once.

MS. CAMPBELL:  All right.

MR. SCHUCH:  Thank you.

MS. CAMPBELL:  Sounds like there are no takers.

Thank you very much, everyone. 
--- Whereupon the conference concluded at 2:02 p.m.
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