GAZIFèRE INC.
PRE-FILED EVIDENCE OF Jackie Collier 
   2008 RATE CASE      

Q.1 Please state your full name, and your current position with the Company.
A.1 My name is Jackie Collier, and I am Manager Rate Design, at Enbridge Gas Distribution.  

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-18, document 2.  

Q.3
What is the purpose of this testimony?

A.1 This testimony addresses the proposal to change the manner in which the blocked unit rates for each rate class are adjusted in order to recover the proposed allocated revenue requirement.  This testimony also addresses the Company's proposed allocation of the 2008 forecast distribution revenue requirement to the different customer rate classes. 
Q.4
Why has the Company changed the manner in which the blocked unit rates 
           are adjusted?

A.4
Historically, the Company has adjusted its blocked unit rates for each of its rate classes based on a uniform unit rate increase.  The monthly customer charge and contract demand charges are considered fixed charges while the blocked delivery rates are considered variable charges.  The change in revenue requirement for each rate class was divided by the forecast volumes for each rate class to determine a per unit rate increase which was then added to each of the blocked delivery rates.  In the decision D-2006-158, the Régie requested Gazifère to submit in the 2008 Rate Case a proposed allocation of rate increases that will allow recovery of the authorized revenue requirement while limiting the possibility of intra-class subsidization.  Gazifère is therefore proposing to adjust its blocked delivery rates by a uniform percentage increase which would be determined on a rate class basis.  The adjustment by rate class is determined by taking the change in variable revenue requirement as a percentage of the existing variable revenue requirement.  This percentage is then applied to each of the blocked delivery rates.  The existing methodology resulted in inconsistent rate changes for the delivery component of the customer’s bills.  The table below illustrates the impacts on a small, medium and large size residential customers annual bill based on the existing methodology. 
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Board Order Proposed Change Change

RATES:

Customer Charge 9.00 $              9.00 $           0.00% 0

Delivery Charge ($/m³):

from    0   to   50 m³ 0.1334 0.1494          11.99% 0.0160     

from    50  to   100 m³ 0.1284 0.1444          12.46% 0.0160     

from  100   to   320 m³ 0.1234 0.1394          12.97% 0.0160     

from  320   to  1,000 m³ 0.1184 0.1344          13.51% 0.0160     

in excess of 1,000 m³ 0.1134 0.1294          14.11% 0.0160     

Load Balancing 0.0810 0.0810 0.00% 0

TYPICALS

Typical Small Volume-m3 1077 m3/year

Customer Charge 108.00 $           108.00 $        0.00%

Delivery Charge ($/m³):

from    0   to   50 m³ 6.67 $              7.47 $          

from    50  to   100 m³ 6.42 $              7.22 $          

from  100   to   320 m³ 27.15 $             30.67 $        

from  320   to  1,000 m³ 80.51 $             91.39 $        

in excess of 1,000 m³ 8.73 $              9.96 $          

Total Delivery 129.48 $           146.71 $        13.31%

Load Balancing 87.24 $             87.24 $         0.00%

Total Annual T-Service Bill 324.72 $           341.95 $        5.31%

Typical Volume-m3 3215m3/year

Customer Charge 108.00 $           108.00 $        0.00%

Delivery Charge ($/m³):

from    0   to   50 m³ 6.67 $              7.47 $          

from    50  to   100 m³ 6.42 $              7.22 $          

from  100   to   320 m³ 27.15 $             30.67 $        

from  320   to  1,000 m³ 80.51 $             91.39 $        

in excess of 1,000 m³ 251.18 $           286.62 $       

371.93 $           423.37 $        13.83%

Load Balancing 260.42 $           260.42 $        0.00%

Total Annual T-Service Bill 740.35 $           791.79 $        6.95%

Typical Large Volume-m3 5048 m3/year

Customer Charge 108.00 $           108.00 $        -              

Delivery Charge ($/m³):

from    0   to   50 m³ 6.67 $              7.47 $          

from    50  to   100 m³ 6.42 $              7.22 $          

from  100   to   320 m³ 27.15 $             30.67 $        

from  320   to  1,000 m³ 80.51 $             91.39 $        

in excess of 1,000 m³ 459.04 $           523.81 $       

579.79 $           660.56 $        13.93%

Load Balancing 408.89 $           408.89 $        0.00%

Total Annual T-Service Bill 1,096.68 $        1,177.45 $     7.36%


The Company’s proposal to adjust the unit rates by a uniform percentage ensures that all customers within a rate class receive the same percentage increase in the distribution component of their bill.  The per unit change to customer’s distribution rates can be seen at GI-18, Document 1.2.  The customer’s total T-service bill impact would continue to vary as the inclusion of the monthly customer charge and load balancing charges in the determination of their rate increase are a function of the volumes of gas they consume.  The examples below illustrate this impact:
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Board Order Proposed Change Change

RATES:

Customer Charge 9.00 $              9.00 $           0.00% 0.00

Delivery Charge ($/m³):

from    0   to   50 m³ 0.1334 0.1505          12.85% 0.0171

from    50  to   100 m³ 0.1284 0.1449          12.85% 0.0165

from  100   to   320 m³ 0.1234 0.1393          12.85% 0.0159

from  320   to  1,000 m³ 0.1184 0.1336          12.85% 0.0152

in excess of 1,000 m³ 0.1134 0.1280          12.85% 0.0146

Load Balancing 0.0810 0.0810 0.00% 0.0000

TYPICALS

Typical Small Volume-m3 1077 m3/year

Customer Charge 108.00 $           108.00 $        0.00%

Delivery Charge ($/m³):

from    0   to   50 m³ 6.67 $              7.53 $          

from    50  to   100 m³ 6.42 $              7.24 $          

from  100   to   320 m³ 27.15 $             30.64 $        

from  320   to  1,000 m³ 80.51 $             90.86 $        

in excess of 1,000 m³ 8.73 $              9.85 $          

Total Delivery 129.48 $           146.12 $        12.85%

Load Balancing 87.24 $             87.24 $         0.00%

Total Annual T-Service Bill 324.72 $           341.36 $        5.12%

Typical Volume-m3 3215m3/year

Customer Charge 108.00 $           108.00 $        0.00%

Delivery Charge ($/m³):

from    0   to   50 m³ 6.67 $              7.53 $          

from    50  to   100 m³ 6.42 $              7.24 $          

from  100   to   320 m³ 27.15 $             30.64 $        

from  320   to  1,000 m³ 80.51 $             90.86 $        

in excess of 1,000 m³ 251.18 $           283.46 $       

371.93 $           419.72 $        12.85%

Load Balancing 260.42 $           260.42 $        0.00%

Total Annual T-Service Bill 740.35 $           788.14 $        6.46%

Typical Large Volume-m3 5048 m3/year

Customer Charge 108.00 $           108.00 $        -              

Delivery Charge ($/m³):

from    0   to   50 m³ 6.67 $              7.53 $          

from    50  to   100 m³ 6.42 $              7.24 $          

from  100   to   320 m³ 27.15 $             30.64 $        

from  320   to  1,000 m³ 80.51 $             90.86 $        

in excess of 1,000 m³ 459.04 $           518.03 $       

579.79 $           654.29 $        12.85%

Load Balancing 408.89 $           408.89 $        0.00%

Total Annual T-Service Bill 1,096.68 $        1,171.18 $     6.79%


Q.5.    How is the additional distribution revenue requirement recovered from each
           rate class?
A.5
The distribution revenue deficiency is the difference between the distribution revenue requirement for the test year and the revenues derived from applying the current distribution rates following the decision D-2007-52 to the 2008 test year volumes.  This evidence addresses the derivation of the 2008 distribution rates based on the results of the 2008 fully allocated cost study.  This evidence does not address the derivation of the gas supply, load balancing and transportation charges.  These charges will continue to be determined within Gazifère’s quarterly rate change mechanism.  
Q.6
Please provide an overview of the organization of the documents contained under Tab GI-18, documents 1.1 to 1.3.  In addition, please provide a summary of the content of these documents.

A.6
Certainly.  Document 1.1 (Revenue Comparison – Current Distribution Revenue vs. Proposed Distribution Revenue), contains by rate class a summary of fiscal 2008 volumes (Col. 2), associated distribution revenues under the current distribution rates (Col.3), associated revenues under the proposed rates (Col. 5), and the corresponding revenue deficiency of  $1,442.8 thousand (Col. 4). 

Document 1.2 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 1.3, page 1 provides the current and proposed unit rates for the commodity, load balancing and distribution for each rate class in Columns 1 and 3 respectively. The commodity and load balancing rates are based on the April 1, 2007 Pass-on rates and therefore do not include the forecast 2008 change in gas costs as outlined at Exhibit GI-19.  As was the case for 2006 and 2007, the impact from the change in 2008 gas costs will be incorporated into the rates following the implementation of the Régie’s 2008 final decision. 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. 

Q.7
Please explain how the deficiency is allocated to the rate classes and how the proposed rates are derived.

A.7
The proposed rates were determined in two stages.  In stage 1, the distribution deficiency is allocated to the rate classes pro rata to their rate base allocations on a preliminary basis.  

In the second stage, the distribution deficiency 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 4 of GI-18 document 1.1.  
Q.8
Please describe the adjustments made to the distribution deficiency at the rate class level in stage 2.

A.8
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.  Table 1 below depicts the proposed distribution revenue to costs ratios for each rate class as well as the 2007 distribution revenue to cost ratios.    Typically, the Company quotes a revenue to cost ratio including commodity and load balancing costs and revenues.  As this filing only isolates the distribution revenue requirement, the revenue to cost ratios have been stated on a distribution only basis. 
           Gazifère is proposing to make no adjustments to the allocated deficiency for each rate class.  The results from the fully allocated cost study and the allocation of the revenue deficiency based on rate base results in an improvement in revenue to costs ratios for all rate classes which brings their revenue to cost ratios closer to 1.0.  Although Rate 2’s increase is higher relative to the other rates, their revenue to cost ratio has improved.  Further, given the size of the Rate 2 revenue requirement, any downward adjustment to its revenue to cost ratios or rate increase would cause a deterioration of the revenue to costs ratios and considerably higher rate impacts for the other rate classes.  Gazifère submits that the revenue to costs ratios and resulting rate impacts are appropriate for the 2008 test year and therefore no adjustments should be made. 
The rate impacts depicted in the chart below are relative to the 2007 final distribution rate (including the April 1, 2007 Pass-On).

Table 1: Proposed Adjustments and Rate Increase for 2008
	
	Total
	Rate 1
	Rate 2
	Rate 3
	Rate 4
	Rate 5
	Rate 9

	Adjustments ($’000)
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0

	Proposed R/C Ratio – Distribution Only
	1.00
	1.48
	0.83
	2.68
	2.20
	1.82
	2.15

	Fiscal 2007 R/C Ratio – Distribution Only
	1.00
	1.66
	0.79
	2.76
	2.70
	1.97
	2.59

	% increase on total bill of a T-service customer
	4.8%
	3.1%
	6.3%
	1.5%
	2.1%
	1.9%
	2.1%

	% increase on total bill of a  sales customer 
	1.8%
	1.1%
	2.7%
	0.4%
	n/a
	n/a
	n/a

	2008 Delivery Volumes  (106m3)
	148.2
	56.9
	67.4
	.4
	1.7
	14.0
	7.8

	2007 Delivery Volumes (106m3)
	149.3
	57.8
	67.5
	.4
	3.4
	12.2
	8.0


Q.9
Does this conclude your evidence?

A.9
Yes, it does.
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