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 GAZIFèRE INC.
PRE-FILED EVIDENCE OF MALINI GIRIDHAR
   2002 RATE CASE      
Q.1 Please state your full name, and your current position with the Company.
A.1 My name is Malini Giridhar, and I am Manager Rate Design, at Enbridge Consumers Gas.

Q.2
What are your professional qualifications, experience, and previous appearances before this or other regulatory tribunals?

A.2
Please refer to my Curriculum Vitae filed at Exhibit GI-14, Document 8.  

Q.3
What is the purpose of this testimony?
A.1 This testimony deals with the Company's proposed changes to the rate schedules, and the allocation of the forecast revenue deficiency to the different customer rate classes.  The revenue deficiency is the difference between the revenue requirement for the test year and revenues derived from applying the current rates (D-2001-58/135) to test year volumes. The detailed evidence is filed under Tab GI-14.

A.1 Are you proposing any rate design changes in this rate case?

A.1 The Company is proposing to introduce pressure elevation billing, change the compensation for the purchase of the commodity of T service interruptible customers during curtailment, and modify the sale price for gas purchased by the customer in relation to disposition of banked gas account balances. 

Q.5 
Please explain the Company’s proposal to introduce Pressure Elevation Billing.

A.5
The Company is proposing to modify its billing practices in order to comply with federal government legislation, sections 36 and 37 of “The Electricity and Gas Inspection Act and Regulations” (1986).  This legislation requires the application of an atmospheric pressure factor to gas measured by a meter that does not correct for atmospheric pressure.  Some of Gazifère’s large volume customers currently have meters that correct for atmospheric pressure (metretek equipment). An atmospheric pressure factor of 1.0059 will be applied to all general service customers and the remaining large volume segments of the franchise area that do not have metretek equipment. 

Atmospheric pressure varies with land elevation. The higher  the elevation, the lower the atmospheric pressure. Natural gas expands at lower atmospheric pressures and contracts at higher atmospheric pressures. A standard cubic meter of natural gas is defined with reference to gas delivered at an altitude of 152.4 metres (which is the average elevation in Enbridge Consumer’s Gas franchise area), corrected to sea level. This means that customers that are being metered at an altitude greater than 152.4 metres would have their volumes registered through their meter adjusted downward.  The opposite would be true for customers metered at an altitude below 152.4 metres.  Gazifère’s customers are metered at an altitude below 152.4 meters. Accordingly, the meter readings for its non metretek customers will be adjusted upward by a factor of 1.0059 or 0.59%.

Q.6 
What is the impact of the implementation of Pressure Elevation Billing?

A.6
On an actual basis, the use of the pressure factor will increase billed volumes. Gazifère proposes to analyse the impact of the factor on volumes and revenues and update its budgeted volumes for the 2002 test year if warranted. The pressure factor will also result in a corresponding decrease in unaccounted for gas volumes. Unaccounted for gas is defined as the difference between gas measured at the point of entry into the distribution system and the sum of volumes billed. Since the former is already corrected for atmospheric pressure, the increase in the latter is expected to reduce the volume of unaccounted for gas.

Q.7 
How does Gazifère propose to implement the pressure factor?

A.7
The Company proposes to implement the pressure elevation factors in conjunction with the implementation of the Régie’s decision for Fiscal 2002. The adjusted volumes will be shown on the customer’s bill. It is proposed that the change to billed volumes be communicated through a bill insert prior to implementation. The Company also proposes to include a description of the pressure factor in its General Provisions, section 6.0.

Q.8 
What is the Company’s proposal in relation to the disposition of Banked Gas Account (“BGA”) balances?

A.8
The Company is proposing that the commodity sale price under Section 11.0 of the General Provisions, part (a) be modified to include an incentive for customers to manage their volumetric imbalances, and deter them from using system supply. The Company is of the view that there are several tools and options already available in the marketplace to mitigate year-end imbalances.   These include make-up or suspension of deliveries and title transfers.  Consequently, the Company is proposing an incentive sale price set at 120% of the Western Buy/Sell Price with fuel, in effect at the end of the contract year.  Currently, for bundled T-Service customers, the commodity sale price reflects 100% of the gas supply charge applicable during the preceding months of December, January, February and March. 

The amount in excess of 100% of the gas supply charge stated above would be included in the Gas Cost Variance Account (“GCVA”).  This amount would be applied as an offset to the commodity component of the GCVA.  This proposed treatment results in no additional financial gain going to the account of the shareholder, and acts to maintain the same level of revenues recognized as system gas sales under the existing terms and conditions.   Moreover, this proposal would act to mitigate the impact on system gas and buy/sell customers resulting from commodity price variances in ECG’s Purchase Gas Variance Account stemming from purchasing additional system supplies for the purpose of meeting the demand of T-Service customers in a debit volumetric imbalance.

Q.9 
Please describe the proposal with respect to compensation for gas purchased from interruptible T service customers.

A.9

Effective October 1, 2001, Enbridge Consumers Gas will change its compensation for the purchase of gas from interruptible customers under Rate 200.  The purchase price for such gas will be equal to the price that is reported for the month, in the first issue of the Natural Gas Market Report published by Canadian Enerdata Ltd. during the month, as the “current” Avg.” (i.e. average) “Alberta One-Month Firm Spot Price” for “AECO ‘C’ and Nova Inventory Transfer” in the table entitled “Domestic spot gas prices”. Gazifère proposes to pass on this compensation to its interruptible customers on Rate 9.
Q.10
Please provide an overview of the organization of the other Documents contained under Tab GI-14.  In addition, please provide a summary of the content of these documents.

A.10
Certainly.  Document 2 (Revenue Comparison – Current Revenue vs. Proposed Revenue), contains by rate class a summary of fiscal 2002 volumes, associated revenues under the current pass-on rates (D-2001-58/135 in Col. 3), associated revenues under proposed rates (Col. 5), and the corresponding revenue sufficiency of $7,318.8 thousand (Col. 4). 

Document 3 (Proposed Revenue Recovery by Rate Class) provides the breakdown of revenues and the deficiency by customer rate class and rate component: distribution, gas supply load balancing, and gas supply commodity.   The distribution and gas supply load balancing components are combined to make up the Delivery Charge component in Gazifère's rates. Revenues under the current rates for the 2002 test year are shown in Columns 1 through 4. The revenues derived from the proposed rates are shown in Columns 9 through 12. Columns 5, 6, 7 and 8 indicate the forecast revenue deficiency.

Document 4 (Summary of Proposed Revenue) shows the associated volumes and proposed revenues for the 2002 test year by rate class and rate component.

Document 5 provides a summary of the proposed unit rate change by rate class.  The unit rates currently in effect, the unit rate change, and the proposed unit rates are provided in this document on a rate class basis. Document 6 contains the calculation of the gas supply, and gas supply load balancing charges by rate class, which is derived directly from the Fully Allocated Cost Study evidence found in Tab GI-13, Documents 11, and 12.

Document 7, page 1 provides the current and proposed unit rates for the distribution, gas supply load balancing, and gas supply charges for each rate class in Columns 1 and 3 respectively. The associated revenues are in Columns 2 and 4 respectively. The forecast revenue deficiency is in Column 5. The percentage change in the unit rates is shown in Column 6. Pages 2 and 3 of Document 7 provide a graphical depiction of the data contained in the table, found on page 1. 

Q.11
Please explain the process by which the deficiency/sufficiency is allocated to the rate classes.

A.11
The allocation of the deficiency/sufficiency is carried out in four stages.  In stage 1, the allocated gas commodity, and gas supply load balancing costs are extracted from the Fully Allocated Cost of Service Study (GI-13, Documents 11 and 12) and are used to develop, for each rate class, the new gas supply, and gas supply load balancing unit rates.  These are shown at GI-14, Document 6, items 7 and 8 respectively.

In stage 2, the deficiency associated with each rate component i.e., gas supply, load balancing and distribution is determined. A preliminary allocation of the distribution deficiency is also made. Document 3 shows the relevant figures. 

The load balancing and gas supply deficiencies shown at Columns 6 and 7 are determined as the difference between the revenue generated by the new unit rates, (Columns 10, and 11) and the revenue produced under the current rates (Columns 2, and 3). The distribution (deficiency)/sufficiency is the difference between the total deficiency/sufficiency, and the sum of the gas supply and gas supply load balancing deficiency/sufficiency components. This distribution (deficiency)/sufficiency is preliminarily allocated to the rate classes pro rata to their rate base allocations.  

In the third stage, the deficiency/sufficiency allocation is reviewed and further adjustments may be performed to the distribution revenue component of the various rate classes. The final distribution deficiency is shown in Column 9 of Document 3.

In stage four, the proposed rates are calculated by adding the unit rate gas supply and delivery adjustments to the current Board approved rates. The gas supply unit rate adjustment, as described in stage 1 is calculated in Document 6. The unit delivery charge adjustment equals the sum of distribution and load balancing deficiencies/sufficiencies divided by the delivery volumes. Document 5 lays out the adjustments and the proposed rates.
Q.12
Please describe the adjustments made to the distribution deficiency at the rate class level in stage 3.

A.12
Adjustments are made to the revenue responsibilities of each rate class if the initial allocation of deficiency fails to achieve important rate design objectives.  These objectives include avoidance of rate shock, market acceptance, competitive position, appropriate relationships between rates, and acceptable revenue to cost “(R/C)” ratios.  Some of these objectives may conflict with each other and the resulting adjustments are therefore judgmental in nature. The adjustments made in this proceeding are shown in the table below.

Table 1: Proposed adjustments and rate increase for 2001


Total
Rate 1
Rate 2
Rate 3
Rate 4
Rate 5
Rate 9

Adjustments ($’000)
0.0
(850.0)
1018.0
(86.0)
(82.0)
0.0
0.0

Proposed R/C Ratio
1.00
1.05
0.97
1.11
1.20
1.03
0.97

Fiscal 2001 R/C Ratio
1.00
1.11
0.92
1.19
1.27
1.03
0.95

% decrease for sales customer
13%
16%
8%
23%
19%
15%
16%

In Fiscal 2001 the Company proposed a three year horizon over which to bring the R/C ratios for the different rate classes closer to one. Arguably, in an environment of rising commodity prices, the Company’s ability to effect these changes is limited by the need to contain rate increases for its residential and interruptible rate classes. However, this also means that the firm commercial and industrial general service and large volume customers are denied the opportunity to obtain some relief from cross subsidizing the other segments of the franchise.  Given the unique environment of falling commodity prices, Gazifère recommends that some of the historic inequity between the residential and other firm customers be addressed, while ensuring that all customers receive a decrease in their bills. As shown above, the adjustment strategy in this instance has significantly improved the revenue to cost ratios for rates 1, 2, 3 and 4, with status quo being maintained for rate 5 and some improvement for rate 9. 

Q.13
Does this conclude your evidence?

A.13
Yes, it does.
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