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ONTARIO ENERGY BOARD

IN THE MATTER OF the Ontario Energy Board Act, 1998, S.O. 1998, c. 15, Sched. B, as amended.

AND IN THE MATTER OF an Application by Enbridge Gas Distribution Inc. for an Order approving or fixing rates for the sale, distribution, storage, and transmission of gas effective July 1, 2003.

APPLICATION FOR

RATE ADJUSTMENT
Gas Costs 

Fourth Quarter - Test Year 2003

Introduction

1. Enbridge Gas Distribution Inc. ("Enbridge") hereby applies to the Board for an order approving or fixing rates for the sale, distribution, storage, and transmission of gas effective July 1, 2003.  This Application is made pursuant to, and the order would be issued under, section 36 of the Ontario Energy Board Act, 1998, as amended.  The order would be made interim, though, under subsection 21(7) of this statute.  

2. This Application and the supporting evidence were prepared in accordance with the process for Enbridge's Quarterly Rate Adjustment Mechanism ("QRAM").  The QRAM process was originally prescribed and subsequently modified, respectively, in the following Settlement Proposals that were approved by the Board as indicated:

· RP-2000-0040:  The QRAM process was prescribed, under Issue 2.2, in the "Settlement Proposal (Main Case)" dated May 11, 2001; see Exhibit N2, Tab 1, Schedule 1, pp. 13-18 of 54.  The Board approved the entire Settlement Proposal on May 30, 2001; see transcript volume no. 1, pp. 107-9.

· RP-2002-0133:  The QRAM process was modified, under Issue 4.2, in the Settlement Proposal dated March 14, 2003; see Exhibit N1, Tab 1, Schedule 1, pp. 21-25 of 93.  The Board approved the entire Settlement Proposal on March 20, 2003; see transcript volume 1, para. 687. 

3. The particulars of the QRAM process are described, for ease of reference, in Appendix A to this Application.  The description is restricted to the QRAM process per se. 

Utility Price 
4. Enbridge’s existing utility price of $312.877/103m3 ($8.301/GJ @ 37.69 MJ/m3) was established for the third quarter of its Test Year 2003.  It was approved by the Board's Decision and Interim Rate Order dated March 24, 2003 (EB-2003-0032/RP-2002-0133).
5. Enbridge recalculated the utility price for the fourth quarter of its Test Year 2003 effective as of May 16, 2003. The recalculated utility price is $318.245/103m3 ($8.444/GJ @ 37.69 MJ/m3) and it is only marginally higher, by $5.368/103m3  ($0.143/GJ@ 37.69 MJ/ m3), than the existing utility price.

6. The recalculated utility price does not vary from the existing utility price by more than 0.5¢/m3, when the variance is expressed (as required) to a single decimal place, and so the existing utility price continues in effect under the QRAM process.  So too do the existing gas supply charges for sales service and, for distribution service, the delivery and the gas supply load balancing charges.  
PGVA

7. Enbridge forecasts a debit balance of $172.1 million, at year end, for its Purchased Gas Variance Account ("PGVA") for its Test Year 2003.  This debit balance reflects adjustments for gas storage inventory, namely the ones applicable to the previous quarters, and amounts collected in the previous quarter under the existing Rider C approved in the Board's Decision and Interim Rate Order dated March 24, 2003 (EB-2003-0032/RP-2002-0133).

8. Enbridge's forecast of sales service -- "consumption" in the QRAM process -- is   307 122.8 103m3 for the fourth quarter of its Test Year 2003. This volume is derived from Enbridge's Board-approved volumetric forecast of sales service for its Test Year 2003. Enbridge did not adjust the latter to reflect migration by customers from system gas to direct purchase, and vice versa, during the fourth quarter of its Test Year 2003. 

9. The forecast PGVA balance, when translated into ¢/m3 based on the forecast of sales service for the fourth quarter, is 56 ¢/m3 and is thus more than the threshold of 0.5¢/m3.  The PGVA balance will be cleared, therefore, by means of a rate rider (Rider C).  This rate rider will supersede the existing Rider C effective July 1, 2003.

10. The forecast year-end balance for the PGVA has two components that are both debit amounts.  The larger one -- $150.1 million -- is attributable to load balancing and, therefore, to direct purchase as well as sales service customers. The smaller component -- $22.0 million -- is commodity-related and thus is attributable to sales service customers alone.  

11. Enbridge proposes to segregate the two components of the PGVA for clearing purposes.  The rate rider accordingly applies to direct purchase as well as sales service customers. The rationale for this deviation from the standard clearing practice is provided in the supporting evidence.

12. Enbridge also proposes to clear the forecast year-end balance in the PGVA over a period of six months instead of three months. The rationale for the deviation from the standard clearing practice is provided in the supporting evidence.

Unauthorized Overrun Gas
13. Enbridge is proposing to redesign the penalty or, more precisely, the rate that is applicable to unauthorized overrun gas ("UOG") under its large-volume rate schedules other than Rate 125.  Enbridge acknowledges that the QRAM process does not include adjustments of the UOG rate but, nevertheless, submits that it is appropriate to make such an adjustment now for the reasons provided in the supporting evidence.

14. The existing UOG rate is equal to "150% of the maximum Gas Supply Charge stated in Rate 320".  Enbridge has concluded that this rate no longer serves its purpose; that is, to discourage customers from taking UOG gas.  The reasons for this conclusion are provided in the supporting evidence.  

15. Enbridge proposes a market-based UOG rate for each delivery area of TransCanada PipeLines Limited in which a customer's terminal location for distribution service is situate. Each UOG rate would vary monthly, according to the market price for each delivery area, and would be equal to 150% of the applicable market price.  The rationale for the proposed UOG rates is provided in the supporting evidence.  

16. The applicable market price is derived in the following manner for each month:

· Central Delivery Area:  the highest price reported by Gas Daily  under the heading "Canadian Gas" in the column "Absolute" and the row "Niagara"; and

· Eastern Delivery Area:  the highest price reported by Gas Daily under the heading "Canadian Gas" in the column "Absolute" and the row "Iroquois, receipts".

Gas Daily is published daily by Platts, a Division of The McGraw-Hill Companies. The applicable prices are  reported in U.S. dollars per million Btus (U.S. $/MMBtu).  Enbridge proposes to convert the reported prices to Canadian cents per cubic metre (¢/m3) in the manner prescribed for Rate 125.

Under-Recovery of Distribution Revenue 

17. One of Enbridge's witnesses in the RP-2002-0133 proceeding, Pascale Duguay, described "an under-recovery of distribution revenues attributable gas losses for the month of May and June 2003": transcript volume 17, para. 49 et seq. Ms. Duguay testified that, "from May 1st, 2003 and onwards, there will be a mismatch between the distribution revenue and the gas costs"; she also explained, in detail, the reasons for the mismatch and the remedial action Enbridge was seeking.

18. The remedial action was two-fold. Enbridge requested approval to record the under-recovery of distribution revenues in relation to gas costs, for May and June 2003, in its Deferred Rebate Account ("DRA") for its Test Year 2003. Enbridge also proposed to adjust, in this Application, "the price variance attributable to gas losses" in the manner explained by Ms. Duguay.  This proposal was premised on the assumption, however, that a recalculated utility price would supersede the existing utility price (i.e., the one in effect at the time of the proposal) effective July 1, 1003.  This assumption, as it happens, is now mistaken.

19. The consequential effect is a continuation of the mismatch, and thus the under-recovery of distribution revenue in relation to gas losses, during the period from May through September 2003.  More detail is provided in the supporting evidence.  

20. Enbridge accordingly proposes to record the under-recovery for this five-month period in the DRA. Enbridge requests the Board to approve this proposal for consideration in the context of the RP-2002-0133 proceeding.

Regulatory Framework
21. The QRAM process includes the regulatory framework for interested parties as well as the Board and its staff to examine the Application with the supporting evidence and, thereafter, for the Board to issue an interim order disposing of the Application.  Enbridge's list of interested parties is presented in Appendix B; the list includes the name(s) of the parties and their respective representative(s).

22. Enbridge is filing with the Board one copy of this Application alone by facsimile and, thereafter, 10 copies of the Application with supporting evidence in binder format by courier.  Enbridge is also serving the representative(s) of each interested party with one copy of the Application by facsimile and, unless indicated otherwise in Appendix B, with one copy of the Application and the supporting evidence (binder format) by courier.  Whenever a person is listed in Appendix B as the  representative of more than one interested party, though, Enbridge is serving the person with only one copy of each document.

23. Enbridge requests that the regulatory framework for the QRAM process be extended to its proposals for UOG rates and gas losses.  The extension includes the procedural schedule for the regulatory framework.

24. The following is the procedural schedule for the extended regulatory framework:
· Any responsive comments from interested parties are filed with the Board (10 copies), and served on Enbridge and the other interested parties (one copy), on or before June 5, 2003. 

· Any reply comments from Enbridge are filed with the Board (10 copies), and served on all interested parties (one copy), on or before June 12, 2003.  

· The Board thereafter issues an interim order (a) approving the applicable utility price, gas supply charges for sales service, delivery and load balancing charges for distribution service, and rate rider for the PGVA, or modifying them as required, and likewise the resultant rates effective July 1, 2003; (b) approving the UOG rate for each delivery area effective July 1, 2003; and (c) approving for further consideration, in the RP-2002-0133 proceeding, the recording of the under-recovery of distribution revenue in relation to gas losses, in the DRA, for the period from May through September 2003.

25. Enbridge requests that the Board issue such an order on or before June 23, 2003.  Enbridge would then be able to implement the resultant rates, including the UOG rates, during the first billing cycle in July 2003.  

26. Enbridge also requests that all documents in relation to the Application and its supporting evidence, including the responsive comments of any interested party, be served on Enbridge and its counsel as follows:
	(a)
Enbridge:



Ms. Marika O. Hare


Director, Regulatory Affairs 


Enbridge Gas Distribution Inc.


Address for personal service:


Mailing address:




Telephone:

Fax:

Electronic access:
	
500 Consumers Road

Willowdale, Ontario  

M2J 1P8

P.O. Box 650

Scarborough, Ontario

M1K 5E3

(416) 753-7333

(416) 495-6072

marika.hare@enbridge.com

	(b)
Enbridge’s counsel:


Mr. Jerry Farrell


Fraser Milner Casgrain LLP


Address for personal service 

and mailing address:


Telephone:


Fax:

Electronic access:
	
Suite 3900

1 First Canadian Place

100 King Street West

Toronto, Ontario

M5X 1B2

(416) 863-4384

(416) 863-4592

jerry.farrell@fmc-law.com

	DATE: May 28, 2003. 

ENBRIDGE GAS DISTRIBUTION INC.

Per:___________________________________

Marika O. Hare

Director, Regulatory Affairs
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