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RÉPONSES DE GAZIFÈRE INC. AUX DEMANDES DE RENSEIGNEMENTS NO 1 DE L’ACEF 
DEMANDE RELATIVE AU RENOUVELLEMENT DU MÉCANISME INCITATIF, À LA FERMETURE 

RÉGLEMENTAIRE DES LIVRES POUR LA PÉRIODE DU 1ER JANVIER 2009 AU 31 DÉCEMBRE 2009, À 
L’APPROBATION DU PLAN D’APPROVISIONNEMENT POUR L’EXERCICE 2011 ET À LA 

MODIFICATION DES TARIFS DE GAZIFÈRE INC. À COMPTER DU 1ER JANVIER 2011  
 

PHASE 1 – RENOUVELLEMENT DU MÉCANISME INCITATIF  
ET TAUX D’AMORTISSEMENT 

 
1. Q 

Référence : 
GI-2, Document 1, page 1 
« The  Company  experienced  significant  average  use  decline during  and  prior  to  approval  
of  CPBR.  The  Revenue  Cap  per  Customer  model allows for annual volume update which 
takes into account volumes gain or loss, average use decline, change in level of industrial 
demand and volumetric savings related to demand side management programs.  .» Nos soulignés 
Demande : 

a) Veuillez indiquer si Gazifère est en mesure de séparer les effets de chacune des grandes 
causes derrière les fortes fluctuations de la demande qu’elle a connues, particulièrement 
celles en lien avec la température et les besoins de chauffage et celles associées aux 
facteurs économiques et à la demande des grands industriels (autres que celles liées au 
PGEÉ).  

b) Si oui, veuillez déposer les résultats de cet exercice. 
c) Sinon expliquer pourquoi. 

Request : 
a) Please indicate whether Gazifère is able to distinguish the effects of each main factor 

causing the wide fluctuations in demand it has experienced, particularly those related to 
temperature and heating requirements, and those related to economic factors and demand 
from major industrial customers (apart from those related to the overall DSM plan 
(PGEÉ).  

b) If so, please submit the results of that exercise. 
c) If not, please explain why. 
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Réponse 1a) à 1c): 
Gazifère n’effectue pas ce type d’analyse permettant d’identifier les grandes causes 
derrière les fluctuations dans la demande.  Elle n’est donc pas en mesure de donner suite à 
cette demande. 
 

2. Q 
Référence : 
GI-2, Document 1, page 13 
« 1) Customer Needs Satisfaction  
Gazifère aims to provide highest level of service to its customers. The Company has been 
meeting and exceeding the Service Quality levels (above 90%) required by the Régie. Also, the 
Company has been adding new customers and therefore it is giving more customers in its 
franchise area the access to natural gas. As a result of its customer growth efforts, Gazifère 
added more than 6,000 customers during the  2006-2010  CPBR  term.  This  growth  represents  
a  21%  increase  in  customer numbers (Dec 31, 2010 forecasted number of customers, 37,038, 
versus Dec 31, 2005 actual number of customers, 30,683).  .» Nos soulignés 
Demande : 
Veuillez comparer sur la même période 2006-2010 l’effort déployé par Gazifère pour accroître sa 
clientèle à celui fourni par d’autres distributeurs nord-américain de même taille.   
 
Request 
For the same period – 2006-2010 – please compare the effort made by Gazifère to expand its 
clientele with the effort made by other North American distributors of the same size. 
Réponse 2: 
N’ayant pas fait de sondage ou d’analyse à cet égard, Gazifère n’est pas en mesure de 
comparer l’effort déployé par Gazifère pour accroître sa clientèle à celui fourni par 
d’autres distributeurs nord-américain de même taille. 
 

3. Q 
Référence : 
GI-2, Document 1, page 13-14. 
« a)  Productivity Improvement   
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An  updated  Total  Factor  Productivity  (TFP)  study  indicates  that  Gazifère improved its 
productivity under the CPBR term. The Company updated the (TFP) study  to  include  the  
Company’s  performance  during  the  latest  five  years  (2004- 2008).  
… 
The results  of  the  updated  study  indicate  that  the  productivity  factor  for  2004-2008 period 
is 0.3%, as compared to 0.2% for 2001-2005 period. (Please see report with updated  
productivity  analysis,  exhibit  GI-2,  document  2).  The  improvement  in productivity  factor  
highlights  the  power  of  incentive  regulation  and  is  an indication  that  the  Régie’s  
incentives  have  resulted  in  desired  behavior  from Gazifère.»  
Demande : 

a) Veuillez indiquer si Gazifère avait établi ou participé à un balisage avec d’autres 
distributeurs réglementés concernant le facteur de productivité de ses intrants. 
Please indicate whether Gazifère established or participated in benchmarking with other 
regulated distributors with respect to the productivity factor of its inputs. 

Réponse 3 a): 
 No, Gazifère did not benchmark the inputs of the 2010 productivity factor inputs with 

any other regulated distributors.  The same process used during the application           
R-3587-2005 was employed in this filing. 
 
b) Si oui, veuillez les déposer en indiquant le régime de régulation propre à chacun des 

distributeurs participants. 
If so, please submit them, indicating the regulatory scheme applicable to each 
participating distributor. 

Réponse 3 b): 
Please see response to question 3 a). 

 
c) Veuillez déposer toute étude faisant ressortir sur la même période 2004-2008 l’évolution 

du facteur de productivité des entrants (capital et travail) des économies canadienne et 
québécoise. 
Please submit any study for the same period – 2004-2008 – showing changes in the 
productivity factor of inputs (capital and labour) in the Canadian and Quebec economies.  
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Réponse 3 c): 
This request cannot be satisfied since the consideration of other TFP estimation 
methods was not conducted. 

 
4. Q 

Référence : 
GI-2, Document 1, page 16 
 « B. Soft Rebasing   
For  the  2011-2015  CPBR  term,  Gazifère  is  proposing  soft  rebasing  without reversion  to  
a  hard  rebasing.  In  Gazifère’s  opinion  ‘hard’  rebasing  means  using full  cost  of  service  
revenue  requirement  as  base  year  revenue  requirement. Whereas  ‘soft’  rebasing  refers  to  
using  some  variant  of  CPBR  formula  based revenue requirement as base year revenue 
requirement. The Company proposes to use 2010 CPBR revenue requirement as the base 
revenue requirement with a one time  downward  adjustment.  The  Company  proposes  to  
reduce  the  base  year revenue requirement by $600,000. This one time downward adjustment 
more than off-sets   the   proposed   Depreciation   expense   increase   ($368,600)   and   the 
Reinforcement project revenue requirement ($224,976) to be included in the 2011 revenue 
requirement as outlined in the Exceptional Adjustments section, on pages 22 and 23.» Nos 
soulignés 
Demande : 

a) Veuillez préciser si Gazifère a établi un balisage ou dispose d’informations concernant les 
pratiques utilisées dans l’industrie gazière quand il est temps et question de renouveler  
leur mécanisme de régulation incitative. Si oui veuillez les déposer. 
Please specify whether Gazifère established a benchmark or has information about 
practices followed in the gas industry when the time comes to renew an incentive 
regulation mechanism. If so, please submit. 

 Réponse 4 a): 
Gazifère has not collected such information. 

 
b) Veuillez préciser s’il y a eu retour à la littérature de l’économie réglementaire de la part 

de Gazifère avant de formuler et de déposer sa proposition relative au « rebasement 
doux ». Si oui veuillez déposer les sources documentaires consultées. 
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Please specify whether Gazifère went back to the literature on regulatory practices before 
formulating and submitting its proposal for “soft rebasing”. If so, please submit the 
documentary sources consulted. 

 Réponse 4 b): 
No, it did not. 
 
Having said that, the Company reviewed the evidentiary record from Gazifère’s 
original CPBR application for the 2006 – 2010 term (i.e. 1st CPBR term). A review 
of this material highlighted that Revenue Cap per Customer mechanism approved 
by the Régie for its 1st CPBR term remains a good fit with the Company’s operating 
environment and its customer base. 
 
Please see pre-filed evidence at exhibit GI-2, document 1, pages 16 – 18, for the 
Company’s rationale for continuing with the Revenue Cap per Customer CPBR 
model and for soft rebasing. 

 
c) Veuillez expliquer comment et sur quelle base a été évalué ou estimé le montant de 

600 000$ de l’ajustement proposé au revenu requis de 2010 pour l’année de référence 
2011 du mécanisme incitatif reconduit. 
Please explain the method or basis on which the proposed $600,000 adjustment in the 
2010 revenue requirement was evaluated or estimated for reference year 2011 of the 
renewed incentive mechanism. 
Réponse 4 c): 
Please see response to question 1.2 of the Régie at exhibit GI-5, document 1. 
 

d) D’après Gazifère, à combien pourrait monter l’écart entre le revenu requis 2011 du 
distributeur évalué sur la base de la méthode du coût de service et celui résultant du 
mécanisme incitatif avec l’ajustement proposé.  
In Gazifère’s view, how large might the discrepancy be between the distributor’s 2011 
revenue requirement, based on the cost of service method, and the requirement based on 
the incentive mechanism, with the proposed adjustment? 

 Réponse 4 d): 
The calculation of the 2011 revenue requirement based on cost of service 
methodology would require detailed capital, operating, tax, and other budgets. 
Gazifère has not prepared / gathered such cost of service information. 
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However, based on a high level evaluation, the Company estimates that its proposal 
is approximately in-line with revenue requirement if it were based on the cost of 
service methodology. 
 

5. Q 
Référence : 
GI-2, Document 1, page 18 
 « 6.  STRETCH FACTOR   
For 2006-1010 CPBR term, the Régie imposed a stretch factor of 0.2 on Gazifère. As discussed 
under productivity factor, Gazifère’s proposed productivity factor of 0.3 for the 2011-2015 term 
is higher than the Company’s productivity factor of 0.2 for  the  2006-2010  CPBR  period.  
Moreover,  additional  stretch  is  reflected  in Gazifère’s  proposal  through  the  downward  
adjustment  of  $600,000  to  the  base year  revenue  requirement.  The  Company  therefore  
proposes  that  the  Régie  not impose any stretch factor for the 2011-2015 term and the Inflation 
Discount Factor be calculated based on a Productivity Factor of 0.3 only.»  Nos soulignés 
Demande : 

a) Veuillez nous rappeler l’objectif ayant guidé la Régie à fixer dans la formule du 
mécanisme incitatif un facteur additionnel, en plus du facteur de productivité. 
Please remind us of the goal that led the Régie to include in the incentive mechanism 
formula an additional factor, over and above the productivity factor. 
Réponse 5 a): 
Veuillez vous référer à la décision D-2006-158 de la Régie à cet égard. 

 
b) Veuillez justifier l’alternative proposée par Gazifère qui consiste à réduire le revenu 

requis de référence de 600 000$ en contre partie de la suppression du « stretch factor ». 
Please justify the alternative proposed by Gazifère, which consists of reducing the 
reference year revenue requirement by $600,000 to offset the elimination of the “stretch 
factor”. 
Réponse 5 b): 
As outlined in the pre-filed evidence at page 17 of exhibit GI-2, document 1, the 
Company shares benefits of efficiency gains with its ratepayers through multiple 
forms. This includes its proposal to permanently reduce the base revenue 
requirement for the 2011 – 2015 CPBR term by $600,000. 
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The Company also believes that after operating under some form of performance 
based regulatory regime, the Company has less room for considerable productivity 
gains in its next CPBR term. For the 2006-2010 CPBR term, the Company’s 
productivity factor was 0.2 which combined with a stretch factor of 0.2 produced a 
total factor of 0.4. Given that for 2011-2015 term, the Company is proposing a 
higher productivity factor of 0.3 as compared to 0.2 for 2006-2010, and given there 
is less room for further productivity gains, a stretch factor is not being proposed for 
the 2011 – 2015 CPBR term. Moreover, a level of additional stretch is implicitly 
reflected in the Company’s proposal through the one-time permanent downward 
adjustment of $600,000 to the base year revenue requirement.  

 
c) Veuillez préciser si la proposition de Gazifère concernant les 600 000$ vient en contre 

partie d’une demande de rebasement doux (sans recours à la réévaluation du coût de 
service du Distributeur pour l’année 2011), d’ajustements exceptionnels du revenu requis 
de référence (augmentation des frais d’amortissement et ajout du revenu requis annuel 
moyen du projet de renforcement Chemin Pink) ou de la suppression du stretch factor. 
Please specify whether Gazifère’s $600,000 proposal is the counterpart for a soft rebasing 
application (without a reassessment of the distributor’s cost of service for 2011), 
exceptional adjustments in the reference year revenue requirement (increased 
depreciation costs and addition of the average annual revenue requirement for the Pink 
Road strengthening project) or elimination of the stretch factor. 
Réponse 5 c): 
Gazifère’s CPBR proposal for the 2011 – 2015 term should be looked at as a 
package and individual items should not be looked at in isolation. The Company 
expects to experience a mix of factors with opposing effects on earnings within the 
next CPBR term. An example of that is a higher depreciation expense. The 
Company is also anticipating a lesser growth in productivity, which would have a 
negative impact on profitability. 
 
In its proposal, the Company endeavored to balance these opposing demands with 
the objective to successfully meet the needs of its ratepayers and to provide fair 
returns to its shareholder.  Gazifère believes that its proposal appropriately  
achieves / strikes such a balance. 
 
Also, please refer to response to question 1.2 of the Régie in exhibit GI-5, doc 1. 
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d) Veuillez préciser si cette proposition de supprimer le « stretch factor » était basée sur 
quelques pratiques ou initiatives prises par certains régulateurs nord américains. Fournir 
de la documentation à ce sujet. 
Please specify whether the proposal to eliminate the stretch factor was based on any 
practices or initiatives followed or applied by specific North American regulators. Please 
provide documentation on the subject. 
Réponse 5 d): 

 No, it was not. Also, please see response to question 5b). 
 

6. Q 
Référence : 
GI-2, Document 1, p. 20 
« 8.  CAPITAL COST ADJUSTMENT  
Gazifère  proposes  the  continuation  of  the  annual  capital  cost  adjustment  and  its 
continued treatment as variable R in the formula. During the current CPBR term, the  ratepayers  
received  the  benefit  of  this  adjustment  when  forecast  for  cost  of capital  fell.  On  the  other  
hand,  the  shareholder  received  the  protection  when  the Cost of Capital rose. Gazifère 
requests the approval of cost of capital adjustment for  the  next  term  of  CPBR  with  one  
minor  change  i.e.  the  use  of  the  nominal income  tax  rate  in  the  cost  of  capital  
adjustment  rather  than  the  forecasted effective income tax rate as was used during the 2006-
2010 CPBR term. (Please see detailed evidence in exhibit GI-2, document 3, pages 3 to 5).. » 
Demande : 

a) Veuillez indiquer à combien s’élève le gain total des clients de Gazifère associé à la 
variable R au cours du terme actuel du mécanisme incitatif. Veuillez déposer le détail du 
calcul pour chaque année de la période. 
Please indicate the amount of the total benefit for Gazifère’s customers associated with 
the variable R during the current term of the incentive mechanism. Please submit a 
detailed calculation for each year of the term. 
Réponse 6 a): 
Gazifère dépose ce calcul dans le cadre de ses causes tarifaires dans le but d’établir 
les revenus requis à chaque année depuis le début de son mécanisme incitatif actuel.  
Voici les montants de l’ajustement du coût en capital approuvés par la Régie et les 
références pour chacune des années depuis 2006 : 
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Année tarifaire Montant de l’ajustement 
($) 

Référence 

2006 (369 500) R-3587-2005, GI-10, doc. 2.2 

2007 (310 800) R-3621-2006, GI-2, doc. 2.2 

2008 94 200 R-3637-2007, GI-14, doc. 2.2 

2009 (273 900) R-3665-2008, GI-15, doc. 2.2 

2010 (66 500) R-3692-2009, GI-23, doc. 2.2 

 
 

b) Pourquoi le Distributeur n’a pas opté pour la solution des dérivés financiers? 
Why did the distributor not choose the financial derivatives approach? 
Réponse 6 b): 
Gazifère is a small gas distribution utility. The Company does not have the expertise 
and the scale to be involved in management of financial derivatives. In Company’s 
view, the benefits of using financial derivatives to the Company and its ratepayers 
would be less than the cost of managing such instruments. 

 
7. Q 

Référence : 
GI-2, Document 1, p. 21 
«12.          SERVICE QUALITY INDICATORS   
No  change.  Gazifère  proposes  to  continue  with  the  existing  service  quality indicators  and  
their  current  weights  and  thresholds  for  earnings  sharing  at  this time.» 
Demande : 
Veuillez indiquer si le Distributeur rencontre des contraintes de disponibilité de données ou des 
difficultés à utiliser un indice pondéré de satisfaction de la clientèle qui prend en compte les deux 
grands secteurs du marché de distribution : le Résidentiel et l’Affaire (commercial, institutionnel 
et industriel). 
Please indicate whether the distributor is encountering constraints as to the availability of data or 
difficulties in using a weighted customer satisfaction index that takes into account the two main 
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sectors of the distribution market: residential and business (commercial, institutional and 
industrial). 
 
Réponse 7: 
Tel qu’exigé par la Régie dans sa décision D-2007-130, les résultats de l’indice de 
performance « Satisfaction de la clientèle » présentés par Gazifère dans le cadre de la 
fermeture des livres 2009 (voir GI-16, document 1.5 page 1) indiquent le résultat global des 
différentes clientèles du distributeur qui se chiffre à 95,40%.  
 
De plus, dans cette même décision, la Régie demandait à Gazifère de distinguer les résultats 
pour les deux grands segments de marché. Conséquemment, la compilation des résultats du 
sondage de satisfaction de la clientèle de Gazifère permet d’isoler les résultats de la 
clientèle résidentielle de ceux de la clientèle commerciale, institutionnelle et industrielle.  
 
Tel que retrouvé en note à la pièce GI-16, document 1.5, dans l’échantillon global de 400 
questionnaires, les 15 questionnaires complétés par la clientèle commerciale, 
institutionnelle et industrielle, qui représentent 3,7 % de l’échantillon, affichent un taux de 
satisfaction de 92.7 %.   
 
Dans ce même échantillon global, les 385 questionnaires complétés par la clientèle 
résidentielle, qui représentent 96,3 % de l’échantillon, affichent un taux de satisfaction de 
96 %.  
 
Si Gazifère devait calculer un indice pondéré de satisfaction de la clientèle, celui-ci se 
chiffrerait donc à 95,9%, soit ((96,3% * 96%) + (3,7% * 92,7%)). 
 

8. Q 
Référence : 

i. GI-2, Document 1.1 : le tableau indique à la ligne 1, colonne 4, un investissement total de 
1 998 418$. 

ii. R-3722-2010, GI-1, Document 1 : le tableau indique un coût total en capital de 1 936 300 
$ 

Demande : 

Veuillez concilier les deux données. 
Reference 
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i. GI-2, Document 1.1: at line 1, column 4, the table indicates a total investment of 
$1,998,418. 

ii. R-3722-2010, GI-1, Document 1: the table indicates a total capital cost of $1,936,300. 
Request 

Please reconcile these two values. 
Réponse 8: 
Veuillez vous référer à la réponse de la question 4.1 de la Régie à la pièce GI-5, document 1. 
 

9. Q 
Référence : 
GI-2, Document 2, p. 8 
 « Since customer growth exhibits a more consistent short-run growth rate and the  fact  that  a  
lot  of  Gazifère’s  incremental  resources  are  related  to  customer growth, using customers as 
a gauge of the Company’s output measure for this TFP analysis is preferred». 
Demande : 

a) Veuillez confirmer qu’une partie, quand bien même moins significative, des ressources 
incrémentales de Gazifère est aussi, par ailleurs, liée à la croissance des volumes. 
Please confirm that a portion, albeit less significant, of Gazifère’s incremental resources 
is also related to volume growth. 

 Réponse 9 a): 
Yes, a portion of Gazifère’s incremental resources are related to volume growth. 
 

b) Veuillez préciser combien (en %) représentent la croissance des volumes et la croissance 
de la clientèle dans les ressources incrémentales totales de Gazifère pour chacune des 
années de l’étude. 
Please specify what (in percentage) represents the volume growth and the customer 
growth on Gazifère’s total incremental resources for each year of the study. 
Réponse 9 b): 
Gazifère is unable to satisfy this request.  The separation of company resources 
between customer growth and volume growth would require a significant amount of 
time and resources. 
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c) Veuillez présenter le résultat de votre analyse de la productivité des facteurs totale en 

utilisant comme mesure des extrants une variable représentée par les ressources 
incrémentales nettes elles mêmes déterminées par les poids respectifs des croissances des 
volumes et du nombre de clients. 
Please submit the result of your analysis of total factor productivity, using as an output 
measure a variable represented by the net incremental resources themselves determined 
by the respective weights of growth in volume and customers. 
Réponse 9 c): 
Please see response to question 9 b). 

 
10. Q 

Référence : 
GI-2, Document 2, p. 10 
 « It is important to acknowledge that the accounting data for the various asset categories  
contained  some  anomalous  values,  such  as  negative  depreciation values and negative 
retirement values.  For this reason, the TFP results which draw on the accounting data for the 
capital input are deemed less reliable than those obtained using the physical plant data. » Nos 
soulignés. 
Demande : 

a) Veuillez expliquer l’origine de ces irrégularités observées sur ces quelques valeurs. 
Please explain the origin of the anomalies observed in these values. 
Réponse 10 a): 
The depreciation values used in the TFP study are calculated as follows:   
Depreciation Values = Depreciation Expense – Retirements + Proceeds 
Since depreciation values recognize more than the depreciation expense alone and 
since the scale of Gazifère’s operation is relatively small, in a year when retirements 
in small accounts are high, depreciation values can be negative.  This is the source of 
the data concerns surrounding the accounting data. 
 
To be more precise, the wording in the evidence should have read: 
“…accounting data for the various asset categories  contained  some  anomalous  
values,  such  as  negative  depreciation values when there are large retirement values 
in relatively small asset categories.”.   
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b) Veuillez indiquer où se situe la difficulté de les corriger  ou de les atténuer?  

Please indicate what is difficult about correcting or reducing them. 
Réponse 10 b): 
The method described in response to question 10 a) to determine the depreciation 
value was used to evaluate the TFP factor in the previous study as well as in the 
current study. Furthermore, the values used within the depreciation value equation 
are not incorrect, but the equation itself can result in anomalous values for the 
reasons stated in response 10 a).   
 

c) Veuillez apporter les corrections nécessaires et veuillez refaire l’exercice de calcul de la 
productivité des facteurs totale et reproduire le tableau 4. 
Please make the necessary corrections, recalculate total factor productivity, and revise 
Table 4. 
Réponse 10 c): 
No corrections need to be made to the information used to calculate the depreciation 
value. Please see response to question 10 b).  
 

d) Veuillez présenter la ou les méthodes utilisées dans l’industrie réglementée en PBR pour 
déterminer le facteur de productivité. Veuillez documenter votre réponse. 
Please submit the method or methods used in the regulated industry under PBR to 
determine the productivity factor. Please document your answer. 
Réponse 10 d): 
Gazifère did not conduct a survey on methodology used to determine productivity 
factor in the regulated industry under PBR. 
 

e) Veuillez préciser si dans ces méthodes c’est l’approche comptable ou l’approche 
physique  qui est la plus utilisée pour le calcul de l’indice de l’entrant capital. 
Please specify whether it is the accounting data or the physical data that is used most to 
calculate the capital output index. 
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Réponse 10 e): 
Both accounting data and physical data can be used to calculate the output index.  
Since a survey of all methods used in regulated industries under PBR was not done, 
Gazifère cannot comment on which method is used more often.  

 
11. Q 

Référence : 
GI-2, Document 2, p. 22, Annexe 7 
Colonnes 2, 3 et 4 : données physiques 
Colonnes 5,6 et 7 : coût en capital : donnés en $  
Columns 2, 3 and 4: physical data 
Columns 5, 6 and 7: capital cost data in dollars 
Demande : 
Veuillez indiquer comment s’est fait le passage des données physiques aux données monétaire si 
l’approche comptable et le recours aux valeurs comptables sont contestés pour le manque de 
fiabilité qu’ils présentent.  
 Request 
Please indicate how the transition is accomplished from physical data to financial data if the use 
of accounting data is contested on grounds of unreliability. 
Réponse 11: 
There is no transition from physical data to financial data in Appendix 7.  Each physical 
data class (col, 2, col. 3, col. 4) is weighted by their corresponding capital cost (col. 5, col. 6, 
col. 7), physical data and capital costs are calculated as reported by Gazifère.  Calculation 
of the cost-based weights then allows for the calculation of the Capital Index – Physical 
Data (col. 12).  
The desire to use physical data when recommending a TFP index is in keeping with           
D-2006-158, page 15, paragraph 1. 
 

12. Q 
Référence : 
GI-2, Document 2, p. 22, Annexe 1 
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GI-2, Document 2, p. 22, Annexe 4 
Notre calcul de la productivité du travail (de la main d’œuvre) chez Gazifère indique une 
productivité qui dépasse le niveau de la productivité du travail au Canada et au Québec. Cette 
productivité présente une croissance annuelle moyenne de 2,84 sur la période 2004-2008. 
Our calculation of labour (workforce) productivity at Gazifère indicates that it exceeds the level 
of labour productivity in Canada and Quebec. This productivity shows average annual growth of 
2.84 from 2004 to 2008. 
 
Demande : 

a) Veuillez confirmer que la productivité des facteurs totale chez Gazifère est freinée ou 
ralentie par la perte de productivité dans les facteurs matières et capitaux. 
Please confirm that TFP at Gazifère is hampered or slowed by lower productivity of the 
material and capital factors. 
 

Réponse 12 a): 
Yes, if material and capital factors were to exhibit lower productivity at Gazifère, then TFP 
would be reduced at Gazifère.  
Please see the table below which compares the average output or customer growth (GI-2, 
document 2, page 7) and the average input growth of materials (GI-2, document 2, page 
20), accounting capital (GI-2, document 2, page 21) and physical capital (GI-2, document 2, 
page 22) from the 2001-2005 period to the 2004-2008 period. 
 

2001 - 2005 2004 - 2008

Output Growth 4.9% 4.9%
Materials Growth 6.0% 5.1%
Physical Capital Growth 4.3% 4.1%
Accounting Capital Growth 4.2% 2.9%

0.2% 0.3%TFP Estimate
 

 
It is clear from the table above, that during the 2001-2005 period, when average material 
and capital growth was higher than the 2004-2008 period and that output growth remained 
the same, lower productivity prevailed. 
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b) Veuillez expliquer cette situation et déposer une démonstration chiffrée.  
Please explain this situation, and submit a quantified demonstration. 
 

Réponse 12 b):  
Lower productivity, in its simplest form, means that for an increase/decrease in inputs, 
outputs increase/decrease at a lower/higher rate.   
Please see response to question 12 a) for a numerical example. 
 

13. Q 
Référence : 
GI-2, Document 2, p. 10 
« The output index used for Gazifère’s TFP calculation will either be customers or volumes.    
The  data  for  each  customer  class  will  be  weighted  by  a  two  year moving  average  of  
customers  in  the  class  to  smooth  the  annual  changes ».   
Demande : 
Veuillez reproduire le tableau 4 en utilisant une moyenne mobile de 3 ans.  
Please revise Table 4, using a three-year moving average. 
Réponse 13:  
Below, please find Table-4 updated to include a three-year moving average. 
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Col. 1 Col. 2 Col. 3 Col. 4 Col. 5 Col. 6 Col. 7 Col. 8 Col. 9 Col. 10 Col. 11 Col. 12 Col. 13

Fiscal Year Accouting 
Capital

Physical 
Capital

Accounting 
Capital

Physical 
Capital

Accounting 
Capital

Physical 
Capital

1987 - - - - - - - - - - - -
1988 0.0 - 0.0 - 0.0 - 0.0 - 0.0 - 0.0 -
1989 102.1 0.0% 102.1 0.0% 135.5 0.0% 135.5 0.0% 133.8 0.0% 133.8 0.0%
1990 109.0 6.5% 100.4 -1.7% 151.7 11.3% 139.7 3.1% 149.7 11.2% 137.9 3.0%
1991 117.4 7.5% 98.5 -1.9% 134.7 -11.8% 113.1 -21.2% 136.2 -9.4% 114.3 -18.8%
1992 102.9 -13.2% 103.0 4.5% 109.4 -20.9% 109.5 -3.2% 107.7 -23.5% 107.8 -5.8%
1993 106.6 3.5% 106.2 3.0% 70.6 -43.8% 70.3 -44.3% 69.5 -43.7% 69.3 -44.2%
1994 107.6 0.9% 108.8 2.4% 110.7 45.0% 111.9 46.5% 107.2 43.3% 108.4 44.8%
1995 112.5 4.5% 114.2 4.8% 118.4 6.7% 120.1 7.1% 125.5 15.7% 127.4 16.1%
1996 112.5 0.0% 114.9 0.6% 154.9 26.9% 158.2 27.5% 155.1 21.2% 158.4 21.8%
1997 114.0 1.3% 117.5 2.3% 162.3 4.7% 167.3 5.6% 166.1 6.8% 171.2 7.8%
1998 115.5 1.3% 117.0 -0.4% 198.4 20.0% 201.0 18.4% 210.0 23.4% 212.8 21.7%
1999 128.1 10.4% 124.2 5.9% 194.5 -2.0% 188.5 -6.4% 207.2 -1.3% 200.8 -5.8%
2000 145.9 13.0% 124.3 0.1% 244.9 23.1% 208.6 10.2% 259.9 22.7% 221.4 9.8%
2001 129.4 -12.0% 125.5 1.0% 149.8 -49.2% 145.3 -36.2% 153.7 -52.5% 149.1 -39.5%
2002 131.4 1.5% 124.0 -1.2% 145.6 -2.8% 137.4 -5.6% 157.7 2.6% 148.8 -0.2%
2003 134.5 2.4% 123.2 -0.7% 145.7 0.1% 133.4 -2.9% 140.8 -11.3% 128.9 -14.4%
2004 137.0 1.8% 126.0 2.3% 133.2 -9.0% 122.5 -8.5% 134.3 -4.7% 123.5 -4.3%
2005 147.4 7.3% 125.9 -0.1% 128.9 -3.3% 110.1 -10.7% 129.3 -3.8% 110.4 -11.2%
2006 136.7 -7.5% 126.0 0.0% 123.3 -4.4% 113.5 3.1% 131.0 1.3% 120.7 8.9%
2007 139.5 2.0% 126.0 0.1% 126.2 2.3% 113.9 0.4% 126.8 -3.2% 114.6 -5.2%
2008 142.0 1.8% 125.3 -0.6% 128.4 1.7% 113.3 -0.6% 129.5 2.1% 114.2 -0.3%

Averages
2004-2008 1.1% 0.3% -2.5% -3.3% -1.7% -2.4%
1999-2008 2.1% 0.7% -4.4% -5.7% -4.8% -6.2%
1994-2008 1.9% 1.1% 4.0% 3.2% 4.1% 3.3%
1989-2008 1.6% 1.0% -0.3% -0.9% -0.2% -0.8%

Table - 4
Total Factor Productivity Indices

Output Index: Customers Output Index:  Non-Normalized Volumes Output Index: Normalized Volumes
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14. Q 
Référence : 
GI-1, Document 1 - Témoignage, R.5, page 2 
«Oui. La dernière étude des taux d’amortissement de Gazifère soumise à la Régie remonte au 
dossier tarifaire 2001. Habituellement, cette étude est effectuée à tous les cinq ans. Puisque le 
dossier tarifaire 2006 comportait l’approbation de l’implantation d’un nouveau mécanisme 
incitatif englobant, Gazifère avait choisi à l’époque, pour fins de simplification du dossier 2006, 
de ne pas mettre à jour ses taux d’amortissement. Gazifère a choisi de reporter la mise à jour 
des taux d’amortissement pour qu’elle coïncide dorénavant avec le renouvellement de son 
mécanisme incitatif. Conséquemment, Gazifère dépose une étude à la pièce GI-3, document 1, 
proposant de nouveaux taux d’amortissement à compter du 1er janvier 2011. L’impact des 
nouveaux taux d’amortissement se chiffre à $ 368 600. Veuillez vous référer à la pièce GI-3, 
document 2, à cet effet. Tel que spécifié dans le rapport du renouvellement du mécanisme 
incitatif à la pièce GI-2, document 1, page 22, ce montant doit être ajouté aux revenus requis de 
distribution comme ajustement exceptionnel afin d’assurer la récupération de la charge 
d’amortissement totale dans les tarifs de 2011 et des années subséquentes.» Nos soulignés. 
 
“Yes. The most recent study of Gazifère’s depreciation rates submitted to the Régie date from the 
2001 rate application. This study is usually conducted every five years. Since the 2006 rate 
application included approval for the introduction of a new comprehensive incentive mechanism, 
in order to simplify the 2006 application, Gazifère chose at that time not to update its 
depreciation rates. Gazifère chose rather to postpone updating its depreciation rates to coincide 
thenceforth with the renewal of its incentive mechanisme. Consequently, Gazifère is submitting a 
study (Exhibit GI-3, Document 1) proposing new depreciation rates effective from January 1, 
2011. The impact of the new depreciation rates is valued at $368,600. Please refer to Exhibit GI-
3, Document 2, to that effect. As specified in the report on renewal of the incentive mechanism, 
Exhibit GI-2, Document 1, page 22, this amount is to be added to the distribution revenue 
requirement as an exceptional adjustment to ensure recovery of the total depreciation cost in the 
rates for 2011 and subsequent years.” Emphasis ours. 
 
Demande : 

a) Veuillez nous fournir une copie de la dernière étude des taux d’amortissement. 
Please provide us with a copy of the most recent study of depreciation rates. 

Réponse 14 a): 
Veuillez vous référer à la pièce GI-7, document 1.1. 
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b) Veuillez quantifier l’impact des nouveaux taux sur le tarif résidentiel. 
Please quantify the impact of the new depreciation rates on residential rates. 

Réponse 14 b): 
Please see response to question 1.2 of the Régie at exhibit GI-5, document 1. 

 
15. Q 

Référence : 
GI-3, Document 1, pages I-2, I-3 
«The method of estimating service life consisted of … consideration of Company plans for the 
future. » Nos soulignés.   Emphasis ours. 
 
Demande : 
Veuillez nous fournir une copie des plans futurs de la compagnie.  
Please provide us with a copy of the company’s future plans. 
Réponse 15: 
 
The above reference to “Company plans for the future” refers to a process undertaken by 
Gannett Fleming to discuss with Company management any reasons that the retirement 
activity in the near future would be materially different than the causes of retirement 
witnessed historically.  As part of this process Gannett Fleming reviews with the Company 
any significant upcoming projects that would result in retirement of facilities at ages 
younger than has been the historic trend. 

 
The discussions did not reveal any plans significant enough that caused Gannett Fleming to 
consider requiring modifications to the average service life or net salvage percentage 
recommendations.  These discussions were held over the telephone with Company 
Management and Operations staff. 
 

16. Q 
Référence : 
GI-3, Document 1, page I-3 
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 «The depreciation rates should be reviewed periodically to reflect the changes that result from 
plant account activity. A depreciation reserve deficiency or surplus will develop if future capital 
expenditures vary significantly from those anticipated in this study. » Nos soulignés.  
Emphasis ours. 
 
Demande : 

a) Veuillez clarifier davantage ce que vous entendez par une révision périodique des taux 
d’amortissement.  À quelle fréquence? Est-ce que vous allez utiliser la même méthode 
d’amortissement?  
Please clarify further what you mean by a periodic revision of depreciation rates. At what 
frequency? Are you going to use the same depreciation method? 

Réponse 16 a): 
For natural gas distribution companies of the size of Gazifère, Gannett Fleming 
recommends that the depreciation rates be “trued-up” through a technical update 
every one to three years.  The technical update used to perform the true-up of the 
accumulated depreciation accounts would use the average service life and net salvage 
percentages as determined in this study. However, the completion of a true-up 
mechanism is only effective in the circumstance where the true-up can be reflected in 
the rates of the utility.  In the circumstance where the rates are based on a mechanism 
in place that makes it inefficient to make the changes from a true–up calculation, 
Gannett Fleming recommends that at least a true-up calculation be completed with the 
comprehensive depreciation study. Gannett Fleming understands that Gazifère is 
completing a 5-year incentive regulation mechanism, and does not recommend that a 
true up be completed in the interim period of the next IR term.  

 
The annual transactions recorded through the fixed asset plant and accumulated 
depreciation ledgers can cause an imbalance of theoretical and actual booked 
accumulated depreciation.   Through the use of periodic true-ups the amount of the 
imbalance will remain small.  However, if left to accumulate for many years, the 
imbalance can become large and result in a material impact on rates.   

 
Gannett Fleming further recommends that a full and comprehensive deprecation study 
be undertaken every three to five years which reviews the depreciation policies and 
methods, the average service life estimates and the net salvage percentage 
recommendations.   
 
b) Quels seraient les impacts de ces révisions sur les consommateurs? 
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What impact would such revisions have on customers? 
Réponse 16 b): 
True-up calculations performed as part of a technical update every one to three years 
combined with a practice of full depreciation every three to five years would result in 
only minor impacts on depreciation expense.  In contrast, absence of true-up 
calculations and long periods between depreciation studies can result in large swings in 
depreciation expense.  It is not possible to estimate the impact of updates at this time as 
the impact would be dependent upon the level of plant addition and retirement activity 
that occurs in the period between updates. 
 
c) Veuillez fournir plus d’information sur le traitement comptable de cette réserve et son 

mode de fonctionnement ou d’utilisation.  
Please provide more information on the accounting treatment of this reserve, and how it 
would operate or be used. 

Réponse 16 c): 
The depreciation reserve referred to in this question is the Accumulated Depreciation 
account.  The process recommended in the Gannett Fleming report would result in a 
change to the depreciation rate to true-up any variances over the composite remaining 
life of each account. 

 
17. Q 

Référence : 
GI-3, Document 1, page II-3 
«The average life may be obtained by determining the separate lives of each of the units, or by 
constructing a survivor curve by plotting the number of units that survive at successive ages. » 
Demande : 

a) Veuillez présenter les raisons pour lesquelles vous avez choisi pour le calcul de la durée 
de vie moyenne des immobilisations la méthode « Courbes de vie » au lieu de la méthode 
du calcul séparé de la durée de vie de chaque immobilisation.  
Please explain why you chose to calculate the average service life of capital assets using 
the survivor curve method, instead of calculating the separate life of each asset.  

b) Quels sont les avantages et les inconvénients de chacune de ces  méthodes?  
What are the pros and cons of each method? 
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c) Est-ce que la méthode « courbes de vie » est la méthode utilisée par l’industrie gazière?  
Is the survivor curve method the one used by the gas industry? 

Réponse 17 a) à 17 c): 
In the circumstance of natural gas distribution companies, where the majority of 
investment is centered in accounts that would be considered to be mass property 
accounts (i.e. services, mains, regulating equipment and meters) the calculation of a 
depreciation rate for each asset is not practicable.  Even the determination of the asset 
to depreciate on an asset by asset approach is not possible.  For example, where the 
company has hundred and thousands of kilometres of mains, the question of the level at 
which to componentize the account into assets is difficult.  For example would the asset 
be 20 meters of pipe, 100 meters of pipe, or perhaps even kilometres of pipe.  The issue 
becomes even further complicated when there has been repairs and capital 
maintenance on the pipe.   
 
Even in the circumstance where the precise assets can be established (for example, in 
the services account the asset may be the service from the distribution main to the 
customer regulator), depreciation on an asset by asset basis would require hundreds of 
thousands of individual calculations performed monthly and separately analyzed in the 
depreciation study.  It is for this reason, that mass property accounts and associated 
mass property accounting is used for virtually all regulated natural gas transmission 
and distribution utilities (as well as most other regulated utilities such as electric and 
water distribution systems) throughout North America.  

 
18. Q 

Référence : 
GI-3, Document 1, page II-3 
Le système des types de courbes IOWA. 
The Iowa curves system. 
 
Demande : 

a) Est-ce que le système Iowa est la seule méthode utilisée par l’industrie? Quelles sont les 
autres méthodes, le cas échéant? 
Is the Iowa system the only one used in the industry? What other methods are there, if 
any? 
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Réponse 18 a): 
The use of Iowa curves and mass accounting depreciation practices is the predominate 
method used to depreciate mass property natural gas distribution accounts (such as 
services, mains, regulators and meters).  In rare circumstances where the natural gas 
system is dependent upon a specific reservoir of natural gas reserves, the unit of 
production method can be used. 
 
b) Est-ce que le système Iowa a été utilisé dans les études précédentes des taux 

d’amortissement par Gazifère? Sinon, quel système a été utilisé dans le passé? 
Was the Iowa system used by Gazifère in its previous depreciation rates studies? If not, 
which system was used in the past? 

Réponse 18 b): 
Yes. 
 

19. Q 
Référence : 
GI-3, Document 1, page II-18 
« Survivor Curve Judgments. The survivor curve estimates were based on judgment which 
considered a number of factors. The primary factors were the statistical analysis of data; current 
policies and outlook as determined during conversations with management personnel; and 
average service life estimates from previous studies of this company and other natural gas 
distribution companies. » 
Demande : 

a) Veuillez quantifier par compte d’immobilisation la proportion de chaque facteur dans 
votre décision ou jugement, par le biais d’un tableau par exemple. 
Please quantify by capital account the proportion of each factor in your decision or 
judgment, using, say, a table. 

Réponse 19 a): 
In the circumstances of account 473 – Services the average service life recommendation 
was made on basis of the IOWA curve fit to the historic retirement ratios.  Gannett 
Fleming reviewed the other factors and determined that no adjustment was required 
based on the discussions held with management and operating staff.  Additionally the 
average service life recommendation was consistent with the average service life 
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recommendations made within the industry and with that previously used by Gazifère. 
Gannett Fleming did not undertake a specific exercise to weigh each of the factors. 

 
In the circumstances of Account 475 – Mains there was not sufficient retirement 
experience to rely only of the statistical retirement analysis.  The statistical analysis did 
indicate that the average service life estimate should be of a high mode R curve, given 
the absence of significant retirement activity over a large number of years.  The 
discussions with management and operating staff did not indicate any reasons to 
consider that significant retirements at young ages would occur in the near future; as 
such, the indication of a high mode R curve was maintained.  It is the experience of 
Gannett Fleming that the average service life estimates of natural gas distribution 
mains within industry range from 55 to 75 years.  As such, based on the professional 
judgment of Gannett Fleming, the 75-R4 Iowa curve is considered representative of 
both the limited historic retirement pattern and is consistent with both the expectations 
of the company and the natural gas distribution industry as a whole. Gannett Fleming 
did not undertake a specific exercise to weight each of the factors. 

 
The average service life recommendation of the Iowa 30-R4 related to Account 477 – 
Regulating Equipment was based entirely on the experience of Gannett Fleming from 
peer natural gas distribution companies and the discussions with the company 
operating and management staff.  There was not sufficient retirement experience upon 
which to base a conclusion resulting from the retirement rate analysis. Gannett Fleming 
did not undertake a specific exercise to weight each of the factors. 

 
The average service life recommendation of the Iowa12-R1.5 related to account 478 was 
based on the professional judgment of Gannett Fleming.  The results of the statistical 
analysis indicated a life of 15 to 17 years, but are influenced by a tail of reduced 
retirement ratios after the mid point of the accounts life.  Gannett Fleming views that 
Life table as plotted in the Gannett Fleming report for this account results in a life 
indication that is too long.  The discussions with the company also indicated that 
Gazifère follows a policy to retire the meter when it is returned to the meter shop for 
testing and that a salvage entry is credited to the accumulated depreciation account.  As 
such, a large positive salvage indication of 65% is recommended for this account, and 
the retirement experience as indicated late in the accounts life should be accorded only 
limited weighting. The operations staff indicated that there is no operational reason 
why the current average service life should be changed and that the continuation of the 
12-year life is reasonable.  Based on these comments combined with the fact that the 12-
R1.5 fits well to the retirement experience in the early portions of the accounts life, the 
12-R1.5 Iowa curve is recommended for this account. Gannett Fleming did not 
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undertake a specific exercise to weight each of the factors in making its 
recommendation for this account. 
 
b) Est-ce que les facteurs sur lesquels votre jugement a été basé ont été appliqués sur la 

catégorie en général du compte ou bien sur le détail de chaque actif  du compte? 
Were the factors on which your judgment was based applied to the category in general, or 
to the details of each asset in the account? 

Réponse 19 b): 
All factors as discussed in response to question 19 a) were applied to the asset category 
in general.   

 
c) Quels sont les critères et les pondérations que vous avez établis pour préconiser un 

facteur plutôt qu’un autre ou pour faire la combinaison de plusieurs facteurs? 
What criteria or weightings did you use in advocating one factor rather than another, or in 
combining a number of factors?  

Réponse 19 c): 
Please refer to the response to question 19 a).  

 
d) Veuillez fournir une copie des documents sur lesquels les gestionnaires de la compagnie 

ont fondé leurs attentes et leurs prévisions. 
Please provide a copy of the document on which the company’s managers based their 
expectations and forecasts. 

Réponse 19 d): 
The company managers views expressed to Gannett Fleming were based on their 
experience in operating the company assets.  As such there is no specific document that 
was relied upon in expressing their views. 

 
20. Q 

Référence : 
GI-3, Document 1, page II-23 (Questions 20 a), b), c) and d) refers to page II-23 of your report 
therefore accounts 483, 486 and 490.  I think your answers are therefore incorrect?) 
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 « For the purpose of calculating annual amortization amounts as of December 31, 2008 ... by 
the remaining period of amortization for the vintage. » 
Demande : 

a) Veuillez fournir, pour un exemple concret, le détail du calcul de l’amortissement annuel 
d’une immobilisation.  
For a concrete example, please provide a detailed calculation of the annual depreciation 
of a capital asset. 

Réponse 20 a): 
Please refer to page VI-8 of the Gannett Fleming report for the detailed calculations 
related to the amortization of Account 483 – Office furniture and Equipment account.  
The use of the amortization method assumes that no retirement of investment will occur 
prior to the end of the amortization period (year 15 in the circumstances of Account 
483).  Additionally it is assumed that all plant will be retired in the last year of the 
amortization period.  As such the amortization accounting approach does not require 
the use of an Iowa curve estimate.  The calculations related to accounts 486 – Tools and 
Work Equipment and Account 490 – computer equipment are made in the same 
manner. 
 
b) Cette méthode de calcul de l’amortissement est-elle la méthode utilisée actuellement? 

Sinon, quelle est la méthode actuelle? Et quelles sont les raisons de ce changement, le cas 
échéant? 
Is this the method currently used to calculate depreciation? If not, what is the current 
method? What were the reasons for the change, if any? 

Réponse 20 b): 
All accounts other than those listed at page II-23 of the Gannett Fleming report are 
made using the Average Service Life (ASL) procedure applied on a remaining life basis, 
as noted at page I-2 of the Gannett Fleming report. The use of the amortization 
approach to the Account 483 – Office Furniture and Equipment; Account 486 – Tools 
and Work Equipment;  and 490 – Computer Equipment is a departure from the 
Average Service Life procedure used for these accounts in previous studies.  It is the 
experience of Gannett Fleming that most regulated utilities in all jurisdictions across 
Canada are moving to the amortization treatment for general plant accounts, as 
proposed in this study.  The primary benefit of the amortization procedure for general 
plant accounts is an enhanced matching of the use of the assets to the amortization 
expense given the high volume, low cost nature of the assets in these general plant 
accounts, and the eased burden on the plant accounting staff of the amortization 
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procedure.  Gannett Fleming has recommended this approach in virtually all studies 
presented in Canada over the past 10 year period.  In all circumstances the revised 
procedure has been approved. 
 
c) Veuillez fournir la liste et les explications des méthodes d’amortissement utilisées dans 

l’industrie gazière. 
Please provide a list with explanations of the depreciation methods used in the gas 
industry. 

Réponse 20 c): 
Please refer to the response to question 20 b). 

 
d) Veuillez appliquer ces différentes méthodes de calcul de l’amortissement sur Gazifère et 

calculer et fournir l’impact sur les revenus requis. 
Please apply these various methods of calculating depreciation to Gazifère, and calculate 
and submit the impact on revenue requirements. 

Réponse 20 d): 
Not Applicable. 
 

21. Q 
Référence : 
GI-3, Document 1, page III-4, tableau 1 
Demande : 

a) Pourquoi le taux d’amortissement ou ‘Annual Accrual Rate’ est calculé en fonction du 
coût d’origine des immobilisations du 31 décembre 2008 et non pas sur la base de la 
valeur future des immobilisations? 
Why is the calculation of the annual accrual rate based on the original cost of capital 
assets of December 31, 2008, rather than on the future value of those assets? 

Réponse 21 a): 
In rate regulated entities, both the recovery of the investment in the assets within the 
system (through depreciation) and the return on equity of the assets are normally based 
on the original installed costs of the assets.  Gannett Fleming is not aware of any 
regulated utility that recovers the investment in its assets over the future value of the 
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assets.  While some models exist that calculate depreciation expense of the net present 
value of the future cash flows of the asset, Gannett Fleming is not aware of any 
jurisdiction that has approved such models for rate regulated purposes.   
 
b) Selon les statistiques sur la durée de vie de services des immobilisations aux tableaux des 

pages VI-2 et suivants, le montant d’amortissement annuel (colonne 7 du tableau 1) est 
calculé en fonction de la valeur future des immobilisations et de leur durée de vie restante 
et non sur la valeur d’origine. Veuillez clarifier le rationnel et la cohérence d’utiliser pour 
la détermination des nouveaux taux d’amortissement un quotient où (1) une donnée est 
historique, soit la valeur d’origine, et (2) l’autre donnée est basée sur une projection, soit 
le montant de l’amortissement. 
According to statistics on the service life of capital assets in the tables on pages VI-2 and 
seqq., the amount of annual depreciation (column 7 of Table 1) is based on the future 
value of assets and their remaining service life, rather than the original value. Please 
clarify the rationality and consistency of using a quotient for determining new 
depreciation rates in which (1) one value is historical, namely the original value, and (2) 
the other value is based on a projection, namely the amount of depreciation. 

Réponse 21 b): 
The premise to this question is not correct.  The detailed depreciation calculations are 
based on the future depreciation accruals required to fully recover the service value of 
the asset (original cost adjusted for anticipated net salvage).   However, the original cost 
is the originally installed cost of the asset, not the future value of the asset.   
 
 
c) Pourquoi n’avez-vous pas utilisé la durée de vie restante (colonne 9 du tableau 1) comme 

l’unique facteur pour la détermination des taux d’amortissement et le calcul de 
l’amortissement? 
Why did you not use the remaining service life (column 9 in Table 1) as the sole factor in 
determining depreciation rates, and calculating depreciation? 

Réponse 21 c): 
The composite remaining life is the sole factor in the determination of the depreciation 
rate.  As described in response to question 21 b), the future accruals is a mathematical 
calculation of the net book value of the asset adjusted for the anticipated net salvage 
requirements.  The annual depreciation expense as calculated in the detailed 
depreciation calculations starting at page VI-2 of the Gannett Fleming report is equal to 
the future book accrual value of each vintage (column 5) divided by the remaining life 
of each vintage (column 6).  In Table 1 the annual accrual amount for each account is 
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equal to the sum of the values as determined in column 7 of the detailed depreciation 
calculations.  As such the depreciation expense is directly dependent on the remaining 
life of each vintage of installed plant. 
 
d) Pour le compte #484-Équipement de transport, veuillez expliquer le taux d’amortissement 

de 0%. Allez-vous supprimer le compte? Aucune acquisition n’a été prévue dans le futur? 
For account #484-Transport equipment, please explain the depreciation rate of 0%. Are 
you going to delete the account? Are no future acquisitions planned? 

Réponse 21 d): 
At the point in time of the depreciation study this account is fully depreciated.  As such, 
there is no requirement for any additional depreciation expense related to these assets.  
In order to provide for the appropriate amount of depreciation on new assets, a sub 
account was established for the assets acquired after 2005.  There will be no future 
acquisitions charged to account 484.  All new investment will be charged to account 
484.01.  Once all of the assets within account 484 (investment prior to December 31, 
2005) is retired from service, the account can be deleted. 
 

22. Q 
Référence : 
GI-3, Document 2.1, page 1 
Compte #473-Branchements d’immeubles. 
Account #473-Services. 
 
Demande : 
Le solde net des acquisitions et des retraits démontre un accroissement annuel net de 4,83% de la 
valeur du compte.  Ce qui suppose un rajeunissement de l’actif et, par conséquent, une durée de 
vie plus grande. Or, le taux proposé de 6,57% comparé au taux actuel de 4,52% présente une 
accélération de l’amortissement. Pourriez-vous expliquer le rationnel soutenant votre 
proposition? 
 
The net balance of acquisitions and retirements shows a net annual increase of 4.83% in the 
value of the account. This presupposes a renewal of assets, and thus a longer service life. Yet the 
proposed rate of 6.57%, compared with the current rate of 4.52%, indicates accelerated 
depreciation. Could you explain the reasoning behind your proposal? 
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Réponse 22: 
There is no component of accelerated depreciation in the depreciation calculation of this or 
any account studied by Gannett Fleming.  As indicated at page VI-3 of the detailed 
depreciation calculation section of the Gannett Fleming report, this account is significantly 
under-depreciated as at the time of the study.  Based on the age distribution of this account 
and the required amount of net salvage, as at December 31, 2008 the amount of required 
accumulated depreciation for this account was $21,614,693 (page VI-3, column 3).  
However as at December 31, 2008, only $13,490,603 has been recovered, leaving the 
account in an under-depreciated position of over $8.1 million.  This $8.1M accumulated 
depreciation variance is required to be collected over the 27.2 years of remaining life in this 
account.  This true-up of accumulated depreciation variance is required in addition to the 
normal depreciation required based on the average service life and net salvage requirement 
of the account. 
 

23. Q 
Référence : 
GI-3, Document 2.1, page 2 
Compte #475-Conduites Principales 
Account #475- Gas mains 
 
Demande : 
Idem que pour la question précédente. Le compte présente un accroissement annuel net de l’actif 
de 4,66%, alors que la décélération du taux d’amortissement n’est que de 0,56% (soit de 2,78% à 
2,22%). Pourriez-vous démontrer que la décélération du taux proposé est appropriée et 
suffisantes dans les circonstances? 
Just as in the previous question, the account shows a net annual increase in the asset of 4.66%, 
whereas the reduction in the rate of depreciation is only 0.56% (from 2.78% to 2.22%). Could 
you show how the reduced rate proposed is appropriate and sufficient in the circumstances? 
Réponse 23: 
In contrast to account 473 – Services this account (account 475 – mains) is in an over-
depreciated position.  As indicated at page VI-5 of the detailed depreciation calculation 
section of the Gannett Fleming report, this account is over-depreciated as at the time of the 
study.  Based on the age distribution of this account as at December 31, 2008, and the 
required amount of net salvage the amount of required accumulated depreciation for this 
account is $17,870,067 (page VI-5, column 3).  However as at December 31, 2008, 
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$19,097,012 has been recovered, leaving the account in an over-depreciated position of over 
$1.2 million.  This $1.2M accumulated depreciation variance is required to be refunded 
over the 61.1 years of remaining life in this account.  This true-up of accumulated 
depreciation variance is required in addition to the normal depreciation required based on 
the average service life and net salvage requirement of the account. 
 

24. Q 
Référence 
GI-2, document 3, page 1 
« The Régie also specifies that if required Gazifère could file a proposal in order to improve 
neutrality of the exogenous factor – income taxes. » Nos soulignés.    Emphasis ours. 
 
 
Demande: 

a) Veuillez fournir la liste de tous les facteurs exogènes. 

Please provide a list of all exogenous factors. 

Réponse 24 a): 

The exogenous factors are completely beyond the distributor’s control.  Without setting 
a precise list of events that could be considered exogenous factors, the Régie 
acknowledged in its decision D-2006-158 that the following are exogenous factors: 

• Impact of regulatory decisions; 

• Impact of changes in accounting requirements; 

• Impact of income tax variations. 

 

b) Quel est l’impact actuel de ces facteurs sur Gazifère et sur les consommateurs ? 

What is the current impact of these factors on Gazifère, and on customers?  
Réponse 24 b): 

Depuis l’introduction du mécanisme actuel, la seule fois où Gazifère a eu recours à la 
composante facteur exogène a été dans la fermeture des livres 2008.  Une variation dans 
le taux d’imposition fédéral réel versus le taux d’imposition fédéral utilisé dans le 
dossier tarifaire 2008 a occasionné un remboursement aux clients de $59 360 net 
d’impôt tel qu’approuvé par la Régie dans sa décision D-2009-090.  
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25. Q 

Référence 
GI-2, document 3, page 1 
« The use of nominal corporate income tax rates within the method of determining overearnings 
before taxes at year end is the only income tax rate which can be used to generate appropriate 
results and impacts. » Nos soulignés.   Emphasis ours. 
 
Demande: 
Quelles sont les méthodes utilisées par les compagnies similaires ? 
 
What are the methods used by similar companies? 
Réponse 25: 

As stated in exhibit GI-2, document 3, page 2 of 5, second paragraph, Gaz Métro, Enbridge 
Gas Distribution and Union Gas, which are all three similar companies, use the same 
methodology as Gazifère.  The methodology of using the nominal income tax rate to 
calculate before tax earnings has always been used by each of these regulated distribution 
companies and Gazifère and that, not only in relation to circumstances where an earnings 
sharing mechanism is in place. 
 
 

26. Q 
Référence 
GI-2, document 3, page 2 
« Different results are produced by using either the combined nominal federal and provincial 
income tax rates or by using the effective income tax rate resident or established within any pre-
earnings sharing actual results. » 
 
Demande : 
Veuillez définir le taux nominal et le taux effectif et décrire les similarités et les différences de 
ces taux. 
 
Please define the nominal rate and the effective rate, and describe their similarities and 
differences. 
Réponse 26: 
Nominal tax rates are rates required to be applied by entities against their taxable income 
in determining actual taxes payable.  The rates themselves are only changed through 
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legislation and are not affected by accounting treatments and/or permissible taxable 
income adjustments.   Taxable income is the entities pre-tax accounting income adjusted or 
revised to take account of allowable and disallowable costs as determined within Canada 
Revenue Agency and Provincial tax rules.   
 
Effective tax rates indicated within corporate entity financial results are the percentage 
which taxes payable are of pre-tax accounting income (Taxes payable / accounting earnings 
before income taxes). 
 
The similarity and difference between these rates is that the nominal tax rate is applied 
against taxable income in determining actual taxes payable whereas the effective tax rate is 
a calculation derived using actual taxes payable divided by the pre-tax accounting income. 
 
 

27. Q 
Référence 
GI-2, document 3.1, page 1,  Example 
Différents scénarios et plus particulièrement la ligne du « Effective tax rate » 
 
Various scenarios, and more particularly the “effective tax rate” line. 
 
Demande : 
Veuillez fournir le détail du calcul des taux effectifs de taxes. 
 
Please provide details of the calculation of effective tax rates.  
Réponse 27: 
As shown in exhibit GI-2, document 3.1, page 1 of 1, line 15, STEP 1, the income tax 
payable calculated using the taxable income multiplied by the nominal rate of 29.9% equals 
to 179.4 rounded at 179 in the exhibit.  The effective tax rate is derived by taking the 
income tax payable amount of 179.4 and dividing this amount by the utility accounting 
income before taxes of 485 as shown on line 7 of that same exhibit.  Therefore, 179.4/485 
equals to 37.0%, which corresponds to the effective tax rate.  
 
 

28. Q 
Référence 
GI-2, document 3, page 4 
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« Following the Régie’s request in its decision D-2009-090, Gazifère undertook an evaluation of 
the income tax treatment. Our findings / conclusions are that the adjustments or use of forecast 
effective income tax rates in the cost of capital adjustment was not required and inappropriate. » 
Nos soulignés.   Emphasis ours. 
 
 
Demande : 
Veuillez fournir une copie de l’évaluation ainsi que de vos conclusions. 
 
Please provide a copy of the evaluation, and your conclusions. 
 
Réponse 28: 
Copy of the evaluation and our conclusions are filed as exhibits GI-2, documents 3 and 3.1.  
 
 

29. Q 
Référence 
GI-2, document 3, page 5 
« The net impact would be calculated by determining the variation in nominal rates (%) and 
multiplying that % by the actual taxable income at year end. This amount would then be grossed 
up, using the same methodology as stated in section 1) above, in order to establish the before tax 
impact. » 
 
Demande : 
Veuillez fournir, sur une feuille de calcul (Excel), un exemple détaillé et complet du calcul de 
l’impact. 
 
Please provide an Excel spreadsheet with a complete and detailed example of the calculation of 
the impact.  
Réponse 29: 
See exhibit GI-7, document 1.2. 
 
 

30. Q 
Référence  
GI-2, document 3 
 
Demande :  
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Quelle est l’économie d’impôt qui sera réalisée sur la part du gain qui revient aux 
consommateurs du « Net over-earnings » ? 
  
What tax saving will be realized on the portion of “net over-earnings” credited to customers? 
Réponse 30: 
In the example given in exhibit GI-2, document 3, the ratepayers’ share of the net over-
earnings amounts to $80 which corresponds to a gross up amount of $114 ($80/1-0.299).  
The grossed up amount of $114 is returned to the customers.  The tax saving for Gazifère 
realized on the amount credited to the customers would therefore equal to $34 
($114*29.9%). 
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