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Q.1 Please state your full name and your current position. 
A.1 My name is Margarita Suarez-Sharma. I am Manager, Cost Allocation 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-38, document 3.   

Q.3 What is the purpose of this testimony? 
A.3 I am presenting the results of the fully allocated cost study for the 2011 test 

year. The study allocates the test year distribution revenue requirement 
(DRR) to the customer rate classes which then is used as a guide to rate 
design. Gazifère (the “Company”) determined the test year revenue 
requirement based on its approved Comprehensive Performance-Based 
Regulation (CPBR) formula. 
 

Q.4 Is Gazifère proposing any cost allocation methodology changes as part of this 
filing? 

A.4 Gazifère is not proposing any changes as part of this proceeding. Gazifère 
used the cost allocation methodology approved by the Régie in its decision  
D-2006-158 to allocate the 2011 distribution requirement to the customer rate 
classes. 

Q.5 Could you please outline the derivation of the study? 
 

A.5 Gazifère determined its 2011 distribution revenue requirement based on its 
CPBR formula, incorporating the Régie’s Decision D-2010-112. The 
Company also prepared an internal budget for management purposes that 
reflects the Decision and equals the revenue requirement determined by the 
CPBR formula. The Company then used the budget and the test year forecast 
of volumes to perform the study. Using the study as a guide to rate design 
ensures that cost causality is maintained during the CPBR period.  
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Note that the details of the internal budget are not being filed with the Régie 
during the CPBR term.  Therefore, the Company is only filing the allocation of 
the total distribution revenue requirement at a rate class level.  Please refer to 
exhibit GI-38, document 2, for the result of the study.  

Q.6  In its Decision D-2010-112 (p. 47, par 163), the Régie requested that Gazifère 
submit information explaining how adjustments to the base year (i.e. 2010) 
revenue requirement are distributed to the customer rate classes.  Please 
explain how you distributed the adjustments. 

 

A.6 In Table 12 of its Decision D-2010-112, p. 47, reproduced below, the Régie 
identified the adjustments which Gazifère is to apply to the 2010 base year in 
the formula for 2011:  (a) retain the depreciation rate for services at the 
existing level of 4.52% and adopt proposed changes to depreciation rates for 
other asset categories, effectively reducing the depreciation expense by 
$453,400 in the base year; (b) reduce the base year distribution revenue 
requirement by $800,000; and (c) eliminate the accrued deferred account 
balances and substitute them by a one-time upward adjustment to the base 
year revenue requirement of $400,000. 

Table 12 
Net Result of the adjustments retained 

 
Adjustments to the base year revenue requirement  
Changes to the depreciation rates (paragraph 89) - 453 400$ 
Adjustment to the base revenue requirement (paragraph 145) - 800 000$ 
Adjustement corresponding to the elimination of the deferred accounts 
(paragraph 159) 

+ 400 000$ 

Net result - 853 400$ 

  

 These adjustments have been reflected in Gazifère’s derivation of the 2011 
distribution revenue requirement as adjustments to the 2010 base year 
revenue requirement (Exhibit GI-35, document 2, page 2 of 2, line 19).  
Consequently, the cost allocation study was carried out on the 2011 revenue 

Note: Paragraph numbers refer to paragraph numbering in Régie Decision D-2010-112. 
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requirement of $23,512.9k as determined by the approved CPBR formula.  
The following details the approach used to allocate each adjustment: 

(a) The impacts from changes to depreciation rates for all asset 
categories, except for services whose depreciation rate remained 
unchanged, follow the allocation of depreciation costs for each asset 
category to the customer rate classes.   

(b) The derivation of the 2011 CPBR revenue requirement has removed 
the $800,000 adjustment from the 2010 base revenue requirement, so 
no explicit allocation of this amount was required in the 2011 study.   

Nevertheless, the impact of the $800,000 adjustment on customer 
classes can be illustrated assuming a 2011 distribution revenue 
requirement that is $800,000 higher than $23,512.9k; that is, a DRR of 
$24,312.9k.  Given that a general adjustment to the base year revenue 
requirement affects all cost components that comprise the revenue 
requirement, it is appropriate to assume that the adjustment would be 
distributed to each rate class roughly in proportion to the allocation of 
the 2011 DRR to each rate class.  As a result, the DRR allocation to 
each rate class would increase as illustrated in the table below.   

  TOTAL Rate 1 Rate 2 Rate 3 Rate 4 Rate 5 Rate 9 
          

2011 DRR as Filed 
                 

23,512.9        4,990.8  
      

18,011.4           18.0               -    
             

313.3         179.4  
          
2011 DRR Allocation (%) 100.0% 21.2% 76.6% 0.1% 0.0% 1.3% 0.8% 
          
Plus: $800,000 base 
adjustment 

                      
800.0           169.8  

           
612.8             0.6               -    

               
10.7             6.1  

          

Adjusted DRR 
                 

24,312.9        5,160.6  
      

18,624.2           18.6               -    
             

324.0         185.5  

  

In other words, this table illustrates an approximate level of DRR 
allocation to each rate class if the $800,000 adjustment was not made 
to the 2010 base year.   
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c) The $400,000 upward adjustment to the base year revenue 
requirement for the elimination of accrued deferred account balances 
that will apply over the course of the CPBR term from 2011-2015 is 
comprised of amortized amounts for DSM, weather stabilization, lost 
gas stabilization, and regulatory expenses.  These have been allocated 
to the rate classes using appropriate allocators for each type of cost. 

 The amortized DSM-related deferred amounts have been directly 
assigned to the rate classes according to the nature of the DSM 
account.  For example, Novoclimat deferred costs are assigned only to 
Rate 2, and DSM deferred program costs are assigned directly to Rate 
1 and Rate 2 based on spending by rate class.   

 Weather stabilization deferred amounts are allocated based on heating 
load by rate class.  Lost gas stabilization deferred amounts are 
allocated based on distribution volumes.  Regulatory expense related 
amounts are included in the Administrative & General (A&G) portion of 
O&M which is allocated proportionally to all O&M cost categories. 

 By allocating these costs according to the nature of the account, cost-
causality and consistency with the approved methodology for each 
type of cost are ensured throughout the CPBR term.   

Q.7   Does this conclude your evidence? 
 
A.7   Yes, this does.                
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