April 11, 2008
Ontario Energy Board
P.O. Box 2319
2300 Yonge Street
27th Floor
Toronto, ON M4P 1E4
Attention: Ms. Kirsten Walli, Board Secretary
Dear Ms. Walli:
Re: 3rdGeneration incentive Regulation for Electricity Distributors
Board File No.: EB-2007-0673
Submission, re: 3GlRM Staff Paper

The opportunity to consider and comment on Board Staff's Discussion Paper and the
PEG Report is appreciated. The comments herein are in direct response to the
Discussion Paper, particularly due to the fact that it incorporates of much of the PEG
Report. The comments are informed by ENWIN'S experience with 2GIRM, observations
of the 2008 Cost of Service Board Decisions to date, expectations regarding the
electricity industry in 2009-2013, and reflections on Staff's Paper. This submission has
been organized to set out some high level considerations before moving on to generally
follow the framework of Staff's Paper.
Ratemaking Framework
3GlRM is one of two major components in the ratemaking framework, the other being
Cost of Service (COS). The two are intricately connected, as is clear from the fact that
the Board rebases an LDC's rates during COS and uses those new rates as the base
from which IRM rates are calculated. The cycle completes itself when those IRM years
conclude and the next COS application is brought. Those COS applications reference
the operations, results and rates of an LDC during IRM years in coming Po new rebased
rates. And so the general pattern continues.

COS and IRM years are vital components in the framework. COS years provide the
vital opportunity to set justified and reasonable based on LDC specific considerations
and broader industry issues. IRM years provide the vital opportunity to adjust rates
efficiently in order to come up with new justified and reasonable rates. The drawback to
COS is its expense; the drawback to IRM is the generic adjustments.
In constructing 3GlRM, it is important to make COS a central consideration in order to
ensure the ratemaking framework as a whole operates optimally. What is the relevance
of the base rates (and the processes that led to them) upon which IRM rates will be

set? What is the relevance of the rebased rates (and the processes that will lead to
them) that will follow IRM rates?
Unfortunately, it appears that instead of looking into these questions and exploring the
use of COS processes and data, Staff's consultant proposed using data and
calculations considerably removed from LDC-specific realities. ENWNV'Sposition is that
where COS processes or data can be used in IRM, it should be the overwhelming first
choice. COS processes and data did not appear to be considered at all.
Instead, Staff's consultant appeared to take an economic-centric approach. It appears
that the Working Group stakeholders were then relatively confined to raising options
and representing their peers in economic-centric ways. As a point of process, this is
problematic. lnstead of functioning as a tool that is sometimes appropriate, economics
seems to have become the default solution to 3GIRM issues. Overuse of economic
techniques has driven 3GlRM away from the clear ratemaking mechanism that Staff
seemed to have envisioned in the Scoping Paper.
The default option for 3GIRM needs ought to have been occupied by COS processes
and data. That is, when faced with an issue, the first question ought to have been, is
there a way to come l o a solution through COS processes or data? For example, can
we use COS processes or data to determine a productivity factor? The answer to this
example is discussed later in the appropriate section. The point of emphasis at this
juncture is simply that using COS processes and data, an approach that would result in
LDC-specific outcomes, is a better way of preserving the justified and reasonable
nature of the rates set during COS.
Gore Pian
It was surprising that the concept of a Core Plan was introduced at this stage of
ratemaking development in the province. A Core Plan would seem to rest on
understanding the nature of applications that would be brought over a period of time.
However, there is no 3GIRM Core Model yet and therefore it is unclear upon what basis
an LDC would develop any sort of plan. Moreover, given that an LDC reserves the right
to bring the application of its choosing, subject to the requirement to bring a COS
application at least once every so many years, it is not clear what real benefits a Core
Plan would provide.

Much of the Staff Paper focuses on a Core Model that would be the default application
brought by most or all LDCs in IRM years. That ought to be the outcome topic, not a
Core Plan.
There are a lot of advantages to multi-year ratemaking or at least ratemaking in the
context of a planned period. Among these benefits is the possibility of smoothing rates
or effecting other changes (e.g. rate harmonization, cost allocation) over more than one
year. However, these sorts of possibilities were not discussed in the Staff Paper and
would clearly be items for a future iteration of IRM. It is in the future timeframe that any

sort of Core Plan should also be addressed. The focus of this policy development
process ought to be the creation of a Core Model that is sustainable, efficient, practical
and predictable, as set out by Staff. The Core Model should also be useful and
integrated with COS.
Gore Model
ENWIN supports the creation of a Core Model. It is a useful component of the
ratemaking framework and will likely be the overwhelmingly popular mechanism
employed by LDCs in bringing IRM rate applications. However, it is important to be
clear that every LDC has the right to bring the application of its choice to the Board.
That application may be a Core Model, a modification of the Core Model or an entirely
unique application. That alternative approach would not necessarily be a full COS
application. It is the prerogative of the Board to evaluate the application and determine
whether the information and the presentation of the information will allow the Board to
fulfil its ratemaking mandate.

To the extent the foregoing correctly encapsulates the proposed formalized ratemaking
options, it is a positive development. As matters of law and policy, no LDC ought to be
corralled into bringing either the Core Model application or a full COS application.
When an LDC is in an "IRM year", it ought to be able to make reasonable modifications
to Core Plan components in order to facilitate the Board's full and proper consideration
of particular issues. Additionally, an LDC ought to be entitled to bring a COS application
at for any rate year. It is only with this flexibility that the Board will receive applications
that allow it to set the most reasonable and justified rates. Because Staff and
intervening parties have the opportunity to participate in rate application processes,
regardless of the form of the application, subsidized by the applicant LDC, non-Core
Model IRM applications do not adversely affect the fairness of any proceeding.
The optional nature of the Core Model should be emphasized in the final Report.
Criteria for 361RM
ENWINapplauds the recommendation that 36lRM ought to be sustainable, predictable,
effective and practical. However, Staff appears to have presented "practical" in a very
narrow sense (i.e. costs should not exceed benefits). A quick search of Dictionary.com
reminds us that "practical" also means:
8
Designed for actual use,
Fitted for actual work or useful activities, and
e Mindful of the results, usefulness, advantages or disadvantages
Indeed, if "usefulness" is not seen to be a component of practicaliw, it ought to be an
independent criterion.

Useful Ratemaking
Broadly speaking, rate applications are useful if they assist the Board in coming to
decisions and orders that result in justified and reasonable rates. COS rate
applications are useful in that they involve detailed reviews of an LDC's operations and
results in coming to reasonable and justified rates. IRM rate applications are useful in
that they involve reasonable and iustified mechanical adiustments to existina
reasonable and justified rates to come up with new reasonaile and justified rates.
Therefore, in setting the 3GIRM ratemaking framework, significant regard must be had
for the usefulness of its mechanism(s) in relation to COS.
d

As noted above, a concern with the Staff Paper is that it does not take into account the
COS process and outcomes and the interrelationship between COS and IRM. ENWIN
submits that there are significant opportunities to be had by examining the full
ratemaking context comprehensively and significant threats in not doing so. An
example of an opportunity: The Board could be asked to assign an IRM productivity
factor to each LDC on the basis of the LDC-specific factors and industry-wide factors
considered by the Board during COS proceedings. An example of a threat: As was the
case in the Board's 2008 COS decisions for Barrie Hydro, Halton Hills Hydro and
Oshawa Hydro, the Board could issue orders that an LDC move its cost allocation
among customer classes during IRM, despite the fact that such an issue was unlikely to
be part of the Core Model.
As ENWIN raised in a previous submission, it is critical as a matter of law and policy that
the Board not be confined in its decision-making and order-issuing by the limitations of
a model mechanism. If the Board is limited, then 3GIRM is less useful.
ENWIN supports the creation and implementation of a Core Model, but emphasizes the
importance of the accommodation of alternative approaches to rate applications.
ENWINS
' expectation is that in the long-term, large to mid-sized LDCs will flock to the
ratemaking options that are most useful for their circumstances: be it the Core Model,
alternative IRM-year applications, or COS applications at shorter intervals. These are
not negative results, they are the market's way of selecting the fittest options.
Data in lRM
As with much of the industry, ENbVlN agrees that existing data must be viewed as
having been created according to inconsistently interpreted parameters and collection
methods. Unfortunately, two of the areas where the consistency of data is most
suspect are the Comparators and Cohorts benchmarking initiative and Service Quality
Indicators. These are both initiatives that have been suggested as feeding data into the
361RM framework. Using inconsistent data leads to rates that are unlikely to be
reasonabie or justified. ENWIN strongly argues against spoiling what might otherwise
be a reliable Core Model with unreliable data.

There is a larger principled concern about using the data that has been suggested in
3GIRM. Namely, using historic data based on historic performance to influence future
rates is an outdated concept. The Board has set a different, but clear course through
forward test year COS applications. Historic data is now considered only in the context
of variance analysis, trending and projecting future operations and results. Introducing
the type of historic data being discussed (circa 2002-2006) into 3GlRM ratemaking is
therefore inconsistent with COS ratemaking. 3GlRM ratemaking ought to build on the
most recent COS decision and orders of the Board, not data that predates the latest
COS. Indeed, this is a central tenant of the "rebasing" process.
Another principled concern is using historic data that was already used to set rates
once for a second set of ratemaking. Historic data was represents an LDC's operations
and results at a given point or over a period of time. Those operations and results led
to previous rate decisions and orders made by the Board. Presumably, where
performance data led the Board to penalize or reward an LDC, that penalty or reward
would have been reflected in rates. Using the data in 3GlRM to influence rates would
amount to double penalty or reward.
In addition to the forward test year philosophy and avoiding "double accounting"
ratemaking, in recently issued 2008 COS decisions, the Board has sent a strong
message that the LDC ought to bring applications that use the most current data sets
available. That criterion was applied to tax rates and transmission charges among
other topics. Staff's consultant would not have had the opportunity to consider those
developments before preparing the PEG Paper. However, the direction has been given
and 3GlRM ought to incorporate it. The most current data for an LDC begins with its
most recent COS. In addition to satisfying the principled concerns, this data is of a
higher quality and consistency than pre-COS data.
Accordingly, ENWIN recommends that the Board reject any mechanism that uses data
that predates an LDC's most recent COS.

Capihl Investment
Suppot%ngcapital investment is an important need in the industry. If the Core Model is
to be useful and sustainable, it must support capital investment. ENWINagrees with the
Working Group's assessment that the valid purposes of capital investment, and
therefore the considerations that should influence its incorporation into 3GIRM, are
safety, reliability and service quality.
Staff has sought comment on a number of ways of trying to incorporate capital
investment into 3GlRM. The best source of this information is in a COS application.
Hydro Ottawa was on the right track in presenting capital investment data during its
COS application. That data could be evaluated by the Board in light of Hydro Ottawa's
LDC-specific context. As Toronto Hydro advocated in its COS application, multi-year
capital infrastructure needs are best addressed in multi-year plans that can be
considered by the Board with regard for the multi-year period. The Board has many

tools at its disposal to ensure that recovery for capital investment, which is awarded in a
COS proceeding, is tied to actual expenses. The best tools are those available to the
Board in a COS hearing context.
Given the ratemaking framework, it will be necessary to provide interim support for
LDG's capital investment until each LDC brings its next COS application.
If capital investment is to be a permanent fixture in IRM, then over the 2009-2011
period, it is desirable to provide a menu approach or to allow LDCs to bring alternative
IRM applications that employ differing approaches to capital investment. While this will
increase the complexity of those proceedings, experimentation and the opportunity to
evaluate the effectiveness of differing approaches in the "2009-2021 Ontario electricity
context" is appropriate. In fact, it is the optimal means of determining the most
sustainable, predictable, effective, practical, and useful mechanism for the IRM periods
in 2012 and beyond. Even then, it is likely that it will always be necessary for the
occasional alternative approach to capital investment. The capital needs of the 80+
LDCs may be similar, but the nuanced differences may warrant application differences.
Instead of being viewed as adversely impacting predictability, this approach should be
viewed as allowing market pressures and creativity to enhance the long term success
and sustainability of ratemaking.
Lost Revenue Due to Changes in Consumption
ENWIN is concerned that what began as a broad concept of lost revenue in the Scoping
Paper has gravitated back to LRAM and SSM. The recent Staff Paper suggests that
the Working Group's ratepayer groups took the position that lost revenue due to
economic conditions was already factored into return on equity. That seemed to have
ended the discussion. It is ENWIN'S position that this is a problematic process that
came to a problematic conclusion.

The process is problematic because it seems to have narrowed the topic before the
concerns that prompted the inclusion of the broad category were fully examined and
debated in a Staff or consultant paper.
The conclusion is problematic for a number of reasons. First, the ROE is a provincial
standard, despite the fact that different service areas face different degrees of business
risk. ENWIN agrees that there is a basic level of risk associated with the industry, which
is the basis of the current ROE. However, ENWIN takes the further position that there
are regions of the province that face additional business risks. In a free market, these
service areas would require greater ROE or demand concessions of other sorts in order
l o be serviced. In a regulaed market for a vital produd and service, if the ROE does
not compensate for the additional business risk, then the additional risk ought to be
negated. It is a proper role for 3G1RWI to negate or at least mitigate the additional risk.
To the extent that the Core Model does not alleviate the additional business risk, the
Core Model's usefulness is limited.

Second, the conclusion is problematic because its effect is to saddle LDCs in revenue
loss situations with the added burden of creating alternative approach IRM applications
or forcing those LDCs into early COS proceedings. As a result, LDCs facing revenue
loss are subject to incurring additional costs. To the extent the LDC is forced to absorb
those costs there is a further erosion of ROE, despite the greater business risk, which is
a deterrent to investment. To the edent the ratepayer is forced to absorb those costs
there is further expense to customers already experiencing a battered economy.
Third, stakeholders are mistaken if they believe forcing LDCs to absorb the unusually
severe economic pressures of a given service area is a logical route to market
consolidation.
rn LDCs in these areas will not have the resources to acquire other LDCs.
c LDCs in these areas will not be attractive acquisitions themselves because of the
greater risks that are without reward.
LDCs in these areas will not be able to significantly offset the risk through merger
because neighbouring LDCs are generally subject to the same economic
conditions.
if and when consolidation does occur, these LDCs will be in rough shape, thus putting a
strain on the acquiring or partnering LDC and its ratepayers. Healthy and logical
consolidation is the product of a healthy market where risk is adequately rewarded and
consolidation is a win-win option.

ENWINrecommends that the broader issue of lost revenue be re-opened and that Staff
bring forward suggestions for incorporating the broader issue into the Core Model.
Distributor Diversiw - Non-Gore Plan Applications
ENWIN agrees with Staff's recognition that distributor diversity demands diversity in
application options, be those options in terms of plans or rate application mechanisms.
Previous comments applicable to this issue are noted above.

In addition to the previous comments, a note of caution is offered regarding Staff's
comment that the onus is on the applicant to "demonstrate how and why deviation from
the core plan is warranted." The admissibility of an application is based on its
relevance lo the Board in making reasonable and justified rates. That relevance hinges
on the quality and presentation of the evidence. It is a matter that should be reserved
for the panel hearing a given application for a given rate yeac introducing any
additional screening procedures that force an applicant to justify the format of an
application or deviation from a plan would be unnecessary, impractical and of limited
use. The only onuses should be to file a rate application each year and to file a COS
application at least once every so many years. Issues related to the presentation of any
application, beyond the basic filing requirements noted above, can and should be
addressed through Board determinations of the weight given to the evidence and cost
awards.

Distributor Diversib - 08-ramps
When it is to the advantage of an LDC to bring an alternative application or an early
COS application, it is, and ought to remain, free to do so. The costs of these non-Core
options are the existing and proper barriers to frivolous applications.

Since the LDC can off-ramp at is discretion, formalized Core Plan or Core Model offramps should only apply where it would be unduly to the advantage of an LDC to bring
a Core Model application or remain in the Core Plan stream. Therefore, off-ramps
would solely benefit those interested in capping LDC profits.
ENWIN'S 2GIRM experience was a less than inflation rate increase in 2007 (1000 k w h
Residential) rates and a rate decrease in 2008 (1000 kwh Residential) rates. 2009
COS base rates will be reasonable, per the Board's mandate. What circumstances are
foreseen by the Working Group or Staff that would necessitate off-ramps in the
following IRM years? Further explanation would be helpful.
Distributor Diversity - Choice of Regulatory Model
ENWIN appreciates that some members of the Working Group are reported to have
made, identifying "a broad range of cost pressures that distributors may face over the
coming years and suggested that since those pressures will not all affect distributors in
the same way and at the same time, the IR framework should allow distributors to
choose the regulatory model."

In fact, this is always an option for LDCs since an LDC may bring the application of its
choosing. Staff appears to have endorsed that principle at pages 2 and 33 of the Staff
Paper. Where Staff challenges the possibility of a "basket of mechanisms", it appears
that Staff is simply articulating the infeasibility of the Working Group, Staff or Staff's
consultant creating numerous IRM mechanisms. Indeed, that would not be an efficient
exercise.
It is an ongoing option and expectation that an LDC file the application that takes into
account its particular cost pressures, to the extent such an alternative application is
efficient, practical and useful. It is for the LDC to select or create the application of its
choosing, subject to the aforementioned COS filing obligation. The primary objective of
this process is creating a Core Model that will be the most sustainable, predictable,
eficient, practical and useful IRM option available to most LDCs in most IRM years.
Assessment of Alternatives
Unfortunately, the three alternatives appear to have been evaluated only in the narrow
3GIRM context instead of in the broader ratemaking context. In fact, even adding a
column for "usefulness" along with the other four factors of evaluation might have led to
a significantly different outcome.

If an approach is not useful, then it will not be adopted. Instead LDCs will be inclined to
file alternative applications or early COS applications. The "Comprehensive Price Cap
Index Approach" is the least flexible alternative and therefore it is the least useful.
Since it is the least useful, it has a greater chance of being by-passed in favour of an
alternative. Multi-Year Cost of Service and Hybrid are both more flexible and, therefore,
more useful.
It is predictable that whatever the Core Plan or Core Model Staff issues will be the IRM
mechanism of choice for the vast majority of LDCs, particularly those without the
financial or expert resources to construct alternatives. ENWIN suggests that take-up
rate will therefore not be a good measure of the success of the Core PlanlModel. The
best measure will be LDC's future capacity to provide safe, reliable and well serviced
distribution while maintaining the interest of current and potential shareholders.
Elemenh of a Gore Plan - Form and Term
A ratemaking plan may make sense once the industry has settled on ratemaking
mechanisms or at least has better defined ratemaking parameters. Currently, the
objective should be the development of a Core Model that, as Staff proposes, will
accommodate most LDCs most of the time during IRM years. Creating a Core Plan
when LDCs do no have experience with the Core Model would mean having LDCs
commit to multi-year usage of an unspecified mechanism with which they have no
experience. That is problematic.
It is not clear if Staff is proposing to limit an LDC's ability to bring the application of its
choice in IRM years or to bring a COS application in any given year. If so, that is a
major departure from the current regulatory framework, a major cause for concern, and
requires far more expert opinion (e.g. legal) than has been engaged to date.
Accordingly, EN~VIN strongly recommends the Board use the current 3GIRM
development process to establish a Core Model and defer discussions about a Core
Plan until the Core Model has proven to be a sustainable component of ratemaking.

-

ElemenC of a Core Plan Inflation
The breakdown of inflation factors to respond to the many and diverging inflationary
pressures in the industry are welcomed. ENWIN recommends caution in setting up
back-up indices that do not trend closely with the experience of Ontario LDCs.
In the 2008 version of 2GIRM, the Board drew upon LDC-specific data as part of the
capital structure adjustment fK Factor). It is not clear to E N W whether the Working
Group or Stag considered models that would apply distinct the inflation factors (i.e.
labour, materials, capital) to the associated expenses within an LDC's cost structure, as
approved in its most recent COS. The use of LDC-specific data as opposed to
weighing inflation factors according to provincial averages would be more accurate and
thus better preserve the justified and reasonable rates established in COS.

Elements of a Core Plan - ProductiviQ
The principle of rebasing is that the LDC's costs and resulting rates are justified and
reasonable. The principle of an IRM productivity factor is that these justified and
reasonable costs can be driven even lower, every year, for every LDC, by the same
percentage. While this may be true at an industry-wide level or from the perspective of
averages, it is not true at the LDC level or from the perspective of actual experience.
Indeed, the accurate presumption is that costs can be driven down in an average year,
for the average LDC, by an average percentage.
By including a productivity factor, 3GlRM will move away from LDC-specific justified and
reasonable rates. As a result, ratepayers will pay less justified and less reasonable
rates. That is a policy choice that has previously been made in the interest of
regulatory efficiency. However, in the new regulatory ratemaking context, there are
alternatives that do not appear to have been explored. Those alternatives would better
preserve the LDC-specific rates, to the benefit of the LDC and ratepayers alike.
One possibility is for the Board to make a "IRM-year productivity factor order" for each
LDC as part of its COS decision. In the COS process the Board has the advantage of
considering LDC-specific factors that influence projected productivity. Further, the
Board can consider trending and remedial efforts proposed to be undertaken by an
applicant - considerations that are not considered when looking at averages, industrywide data or historical results. Staff could prepare Productivity Guidelines for the Board,
but it would be for the Board, LDC and intervenors to examine their applicability during
COS. This has the added benefit of providing the Board with options such as LDCspecific "stretch factors" and escalating productivity factors.
The Board has already demonstrated that it is prepared to make COS orders with IRM
year implications (e.g. cost allocation revisions). This positive development supports
broader-based consideration of IRM ratemaking components during COS, including the
establishment of IRM year productivity factors.
The further advantage 05 establishing productivity factors during COS is to add a
measure of predictability for the LDC. Knowing the productivity improvement targets a
year or more in advance, and in respect of a multi-year period, is advantageous. It will
allow LDCs to make better long-term decisions in respect of capital and operational
planning.
Using COS and IRM in an integrated way to address issues like productivity
improvements adds to the sustainability, predictability, efficiency, practicality, and
usefulness of whatever Core Model is created. In addition, it is a positive step towards
a future Core Plan or LDC-specific Plans.

Trea'tment of Unforeseen Even&
ENWINS
' primary position is that LDCs will bring the applications best suited to whatever
events or circumstances face the LDC. ENWIN'S secondary position is that the Core
Model should strive to accommodate unforeseen events to the extent possible. The
greater the level of flexibility, the more useful the model.
The Z-Factor is but one way of adding flexibility into ratemaking generally and into the
Core Model in specific. It should not be the only way of addressing unforeseen events.
The Z-Factor is currently too narrow. It has been interpreted to only apply to tax rule
changes and natural disasters, rather than those being examples of subjects to which it
would apply. A major improvement of the Z-Factor would be to encompass previous
Board orders or the necessary implications of those orders.
The materiality threshold appears to be an arbitrary percentage. It would be preferable
to allow an LDC to make application for any Z-Factor event that meets appropriate
causation and prudence criteria only. Claims that are minimally material may still be
justified and reasonable and therefore ought to be considered for inclusion in rates.
The attention the Board, Staff and intervenors give to a Z-Factor claim in an IRM
application will be proportionate to their respective concerns regarding the
appropriateness and materiality of the claim.
Service Quality
Staff has made a good decision in excluding SQls from IRM. The Board has
demonstrated in its COS decisions that it is interested in the quality of service LDCs
provide to their ratepayers. It is in the COS decisions that the Board is best able to
incorporate into rates LDC-specific issues regarding the appropriate nature and levels
of service. ENWIN proposes that, much like the productivity factor, the Board consider
COS orders that address service quality issues both in the forward test year and into
the subsequent lRM years. To the extent the Board makes such orders, the Core
Model ought to be flexible enough for the applicant to reflect such orders and their IRM
year implications in the Model.
Implemenhtion - lndex Applied to Ra&s
ENWIN'S experience is that non-distribution rates, particularly the specific service
charges, do not keep pace with the costs they are meant to cover. ENWIN notes Staff's
reference to the ongoing proceeding that includes the review of specific services.
It should be a capability of any Core Model to allow for the adjustment of specific
service charges, according to the lndex or otherwise. To the extent those charges do
not keep pace with their associated costs, the general rate base endures the difference.
If the outcome of 3GIRM is a recommendation for longer periods between COS, this
capability will be even more important.

Rebasing Rules -General
ENWIN applauds the inclusion of this subject in the Staff Paper. As discussed above,
addressing the ratemaking system as an integrated whole is vital to the success and
sustainability of 3GIRM. There is, however, very little discussion around these topics in
the Staff Paper. More discussion should follow in the coming months.
Rebasing Rules - Benchmarking
ENWIN is supportive of benchmarking, but not the current approach taken by Staff's
consultant.
Given the widespread controversy associated with the ongoing
benchmarking exercise and its limited progress to date, ENWIN recommends against
any inclusion of benchmarking in 3GIRM.
Conclusion
StaR and the Working Group have invested a remarkable amount of time into this
process. ENWIN appreciates their commitment to seeking a more sustainable,
predictable, efficient, and practical ratemaking process in IRM years. This early phase
of the process and the Staff Paper that has resulted from it are valuable steps towards
isolating the requirements of the industry and developing a Core Model that will be
useful to all the stakeholders.
The process to date has identified many interwoven issues. Though the complexity of
these issues may challenge the feasibility of any single Core Model or Core Plan, the
struggle is lessened and the options more fruitful when the opportunities that COS
provides are explored. Generally speaking, the overriding value of administrative
boards is their capacity to evaluate a multitude of factors and come to reasonable and
justified outcomes. Thus, the Board itself and its active consideration of LDC-specific
issues during COS must be considered as a means of accurately incorporating the
many interwoven issues into justified and reasonable IRM rates.
Yours very truly,
ENVV~NUtigties LM.
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