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--- On commencing at 9:32 a.m.

MR. SCHUCH:  Good morning, everybody.  Are the mics working?  Can everybody hear me?


Good morning, everyone.  Welcome to the technical conference for the phase 2 of the Enbridge 2009 rates case, EB-2008-0219.  My name is Colin Schuch and I am with Board Staff.  Donna Campbell, counsel on this case, unfortunately won't be able to join us today.  So I am on my own.

In a moment, I will go around the room and register appearances.  I circulated a draft agenda to everyone last Friday, and, as I mentioned in my note, the timing is purely an estimate, but I do hope to conclude today, if possible.

I've got extra hard copies of the agenda.  If anybody needs it, just let me know.  I do also have extra copies of the issues list, if anybody would like a copy of the list, so that we can look at the precise wording.

Also, I expect that there may be a few undertakings given here today.  We will assign them an exhibit number and have parties respond to them by next Monday, April 27th.  I believe that date was set out in the procedural order.

One important point, could I ask everyone to please speak clearly and use your microphones for the court reporter, as we're trying to get a good transcript of today's proceedings?  Thanks.

Now, may we have appearances, please?  Let's start with Julie.
Appearances:

MS. GIRVAN:  Julie Girvan for the Consumers Council of Canada.

MR. ROSS:  This way?  Murray Ross with TransCanada Pipelines, and I have with me Steve Emond and Ken Schubert.

MR. STEVENS:  David Stevens on behalf of Enbridge Gas Distribution.  Fred Cass will be here later on.  With me are Norm Ryckman and Robert Bourke.

MR. STACEY:  Jason Stacey.  I'm an intervenor and also representing Sithe Global Canadian Power Services.

MR. WOLNIK:  Joe Wolnik representing the Association of Power Producers of Ontario.

MS. YOUNG:  Valerie Young for the Ontario Association Of Physical Plant Administrators.

MR. MONDROW:  Ian Mondrow, counsel for the Industrial Gas Users Association.

MR. DeVELLIS:  John DeVellis for the School Energy Coalition.

MR. FORSTER:  Ric Forster appearing for Direct Energy, and with me I have Mike Newman, Sayad Khosia and Andrea Gibbs.

MR. MACINTOSH:  Dave MacIntosh, Energy Probe Research Foundation.

DR. HIGGIN:  Roger Higgin representing VECC.

MR. DeROSE:  Sorry, my mic was turned off.  Vince DeRose, Canadian Manufacturers & Exporters.  Thank you.

MR. KILLEEN:  Bill Killeen with ECNG Energy LP.

MR. EXALL:  Peter Exall representing BP Canada.

MR. LANG:  Thomas Lang with Shell Energy, North America.

MR. SCHUCH:  Thank you, everyone.  I think that concludes our appearances.

Now, before we get under way, I wanted to ask if there are any preliminary matters or questions that anybody wishes to raise before we launch into the first Enbridge witness panel.  Anything, Mr. Stevens?
Preliminary Matters:

MR. STEVENS:  Just one thing.  Thank you.  Enbridge has circulated today some additional evidence comprised of CVs for the witnesses who will be appearing today, as well as an updated exhibit list and one updated interrogatory response.  If people in the room haven't yet received it, there is a pile over on the desk over there, I believe.

MR. SCHUCH:  Thank you, Mr. Stevens.

MR. ROSS:  I had one clarification to one of our interrogatory responses.  We will file an errata later, but on Exhibit L, tab 18, which is CME-TransCanada 7, on the table where it shows "toll", we should add "eastern zone" to that so it reads "eastern zone toll".

MR. SCHUCH:  Can you give me the reference again, please?

MR. ROSS:  I've got Exhibit L -- I have two things here, tab 21 and tab 18.

MR. SCHUCH:  Tab 18 appears to be nine pages with a lot of tables.

MR. ROSS:  It is CME 7, anyway.

MR. DeROSE:  I believe the reference is Exhibit L, tab 18, item 7, is the way that it is identified on the interrogatory.

MR. SCHUCH:  It is a single page?

MR. DeROSE:  Page 1 of 1, yes.

MR. SCHUCH:  I have that.  Mr. Ross, could you remind us which -- on that page, which is the corrected piece?

MR. ROSS:  Well, in the table, there are two columns in the table.  The second one, it says "toll, dollars per gJ".  That should say "eastern zone toll".

MR. SCHUCH:  Oh, thank you.  Are there any other preliminary matters or questions?  Okay, with that, I will turn the matter over to Mr. Stevens, who I think may wish to introduce the first Enbridge witness panel.

MR. STEVENS:  Thank you, Mr. Schuch.  The first witness panel, as indicated in the agenda for today, will be speaking to the rate handbook changes related to LPP and other wording changes, as well as to Issue No. 8, the timing for the 2010 proceeding, and Issue No. 1, the request for a deferral account for IFRS costs.

With that, I will ask the witnesses to please introduce themselves so I don't mess up their titles.
ENBRIDGE GAS DISTRIBUTION INC. - PANEL 1

Jackie Collier


Kevin Culbert


Anton Kacicnik


Narin Kishinchandani

MR. KISHINCHANDANI:  Narin Kishinchandani, director of finance and control.

MR. CULBERT:  Kevin Culbert, manager of regulatory accounting.

MR. KACICNIK:  Anton Kacicnik, manager rate research and design.

MS. COLLIER:  Jackie Collier, manager of rate design.

MR. STEVENS:  Thank you.  And we don't have any introductory statement or anything along those lines, so we are happy to answer questions.

MR. SCHUCH:  I would open it up, then, to the floor for questions of this panel.
Questions by Dr. Higgin:


DR. HIGGIN:  Roger Higgin, VECC.  We submitted our questions as a courtesy to Enbridge yesterday for this panel.

So if you like, I could start with those.

MR. SCHUCH:  Sure.

DR. HIGGIN:  If that's okay with the panel?

MR. CULBERT:  Sure.

DR. HIGGIN:  Good morning, panel.  As I said, counsel, Michael Buonaguro, submitted questions to you yesterday, and, therefore, we would like to go through those questions and get a response to those questions.

The first question was regarding the reference Exhibit C, tab 1, schedule 3, pages 1 to 20, and also VECC IR Response No. 14 and part (h), which is I, tab 7, schedule 14.

So we are looking for a bit more explanation regarding the position and the response to part (h) of that question, and that says:
"Why should the Board approve an increase in other revenue during the IRM period?  Discuss the regulatory approach and precedents."

And, also, if you could turn up that IR response, which is, again, Exhibit I, tab 7, schedule 14, and look at page 3 of 3, there is an estimate, a forecast of rider G, and this relates to rider G.

MR. STEVENS:  Sorry, Roger, I was struggling for a gap to just jump in.  I wonder if these questions might be better addressed to the second panel who are going to speak to the rider G charges.

DR. HIGGIN:  This one might be.  If you wish.

MR. STEVENS:  Just this particular -- I understand others of your questions relate to LPP and things this panel can deal with.

DR. HIGGIN:  That's correct.  We can postpone that.

MR. STEVENS:  Why don't we do that.

DR. HIGGIN:  Okay, then.

So I will go on to question number 2, then, and the references here are Exhibit C, tab 1, schedule 4, paragraphs 7 and 8, and VECC IR No. 15 of the response to that, which again is I, tab 7, schedule 15.

What we are asking here is supplementary information regarding the company's position on a number of matters, including late payment charges in light of the Board's EB-2008-0150 report, and also the amendments proposed to codes EB-2008-0722 and also for GDAR amendments, EB-2008-0313 proceeding.

So these questions cover changes to codes and GDAR and LPPs and so on.  So the first question is:
"Has EGD reconsidered the submissions that have been made in EB-2008-0150 regarding the effective dates from which LPP charges are levied?  Provide the company's position on this issue."


And also I would refer you to the company's response to the submission that you made in EB-2008-0150 and specifically starting at page 6 of that submission.

So can I turn it over to you, then, to tell us what the company's position is on LPPs?

MR. CULBERT:  Yes.  This panel's response was -- is not going to seem very helpful, we weren't really involved in that proceeding.  However, we do know at this point we haven't really received a final directive or report of the Board in any of those proceedings.

Therefore, as part of our 2009 rate application, there was nothing that was incorporated with respect to any proposed changes that may be coming out of those proceedings.  So...

DR. HIGGIN:  So the company's position is that you are going with your application and changes to the Rate Handbook as proposed.  You are not willing to make amendments, in light of the EB-0150 report and the submissions that have been made regarding the timing, which is an issue of 16 days versus only one extra day, but anyway, the change that's proposed as a result for eligible low-income customers?

MR. CULBERT:  Again, I guess what our position is, that we don't have a final Board position as to what the treatments will be.

So we have no way of incorporating -- there are many submissions that were made inside of those proceedings.  We have no way of determining what the final Board's position will be on these things.

DR. HIGGIN:  David, you wanted to add something?

MR. STEVENS:  Just so the record is complete, Mr. Higgin.  I just wanted to point out that Enbridge did file its submissions in the low-income proceeding, the EB-2008-0150.

DR. HIGGIN:  We are going to go through those in a minute.

MR. STEVENS:  On the 17th of April.

DR. HIGGIN:  Yes.

MR. STEVENS:  And at page 7, Enbridge does speak to its position on these issues you are speaking about right now, having to do with the timing for when LPPs are to be applied.

DR. HIGGIN:  Right.

MR. STEVENS:  So I am sure this panel won't have any different information than the company submitted on Friday.

DR. HIGGIN:  Right.  So I will just give you a notification that this will be a hearing issue for you on this issue.  We are not agreeing to not make the change that the Board has recommended.  You are not willing to make the change the Board has recommended, as I understand your position.

MR. STEVENS:  I think, as Mr. Culbert set out, the company's position is that of course it will comply with any direction from the Board if and when that direction is received.

DR. HIGGIN:  Hmm-hmm.

MR. STEVENS:  But it is our understanding that these low-income issues including the late payment penalty are being determined comprehensively for all utilities as part of the 2008-0150 proceeding and that is the proper place for these issues to be discussed.

The Board will likely provide guidance as to when any changes coming out of that proceeding must be implemented.  So we don't see any need to preemptively deal with those issues right now in response to a report of the Board that expresses views but in no way expresses direction on utilities.

DR. HIGGIN:  Okay, thank you.

Can we go to part (b) of our question, which is, we asked you in the original interrogatory to provide the revised wording for the Handbook and on customer bills and the proposed changes in Exhibit B, tab 3 schedule 2, part 3, which is the terms and conditions applicable to all services, section F.

Our question here relates to the wording, if you could have the panel look at the response to VECC interrogatory 15, which is, again, Exhibit I, tab 7, schedule 15, and specifically look at the last part of the response to part (a).

I will paraphrase:
"A late payment charge equal to 1.5 percent per month or 18 percent per annum (for an effective rate of 19.56 percent per annum) multiplied by a total all unpaid charges excluding any unpaid Direct Energy Essential Home Services charges that are not," emphasis, "rental water heater charges, will be added to your bill if full payment is not received by the late payment effective date below."


So I am looking for a clarification then as to why DE rental water heater charges appear from that wording to be included as part of LPPs.

MR. KACICNIK:  Direct Energy provides rental water heater service as well as merchandise and other services.  It is Direct Energy's choice not to charge late payment penalties on merchandise and other services.

DR. HIGGIN:  So carry on.

MR. KACICNIK:  I completed my response.

DR. HIGGIN:  So Enbridge, in its Rate Handbook, is then levying late payment charges on rental water heater arrears; is that correct?

MR. KACICNIK:  Yes.  Late payment charges apply to rental water heater charges.

DR. HIGGIN:  Thank you.

MR. STEVENS:  I think to be clear, Mr. Higgin, the wording that you have just quoted is from a customer bill, not from the Rate Handbook.

DR. HIGGIN:  It is from the bill.  Correct.  I stand corrected.  That is on the bill.  That's what the customer sees; right?

MR. KACICNIK:  Yes.

DR. HIGGIN:  Is there a difference, Mr. Stevens, with regard to the Rate Handbook and the actual application of late payment charges to rental water heaters that is different than is said on the bill?

MR. STEVENS:  I believe the difference is only that the Rate Handbook does not address that issue, since they're not Enbridge Gas Distribution charges.

DR. HIGGIN:  Correct.  All right.

So let's move on, then, to the company's position regarding security deposits for eligible low-income customers, given again the report of the Board in EB-2008-0150 and the proposed GDAR amendments -- that's key -- GDAR amendments, which is EB-2008-0313 proceeding.

So can you explain what EGD's position is regarding security deposits for, as defined by the Board "eligible low-income customers"?

MR. CULBERT:  I don't mean to sound like a broken record, but our position is the same.  We haven't made any changes inside of the 2009 application with respect to any of these proceedings, and until we receive a Board directive, we are not sure how we could go about that, nor would we be interested in going about that without a Board direction.

DR. HIGGIN:  Okay, thank you.  So can we go to part (e) of our question:

"Summarize EGD's plans regarding other amendments to terms and conditions of service for eligible low-income consumers."

And the reference specifically is the EGDI EB-2008-0150 submission, part 2, pages 6 to 13.

I think Mr. Stevens probably summarized it very well, and the answer is "no", if I give it a short answer?

MR. STEVENS:  I think Enbridge's submissions made last Friday speak for themselves.  You have set out the reference, and a reader can find those and come to their own conclusions as to what Enbridge is proposing.  But as I mentioned before, those are issues that are being dealt with in a separate proceeding.

Just to complete the record, Mr. Higgin, one thing the witnesses didn't mention that I wanted to draw your attention to, in terms of the GDAR amendments, is there was a reference to the fact that those amendments may not proceed, in terms of Enbridge and Union, in a Board proceeding titled EB-2008-0413. 


It had to do with the NRG franchise for the Town of Aylmer, and during the course of that proceeding, at page 26 of the transcript on February 12, 2009, Mr. Kaiser indicated that a decision has been taken by the gas committee of the Energy Board that the changes to GDAR may not proceed as they relate to Union and Enbridge, since they were really driven -- my interpretation of what Mr. Kaiser said is that the proposed changes were driven by issues with NRG, not issues with Union and Enbridge.

DR. HIGGIN:  Okay.  Just to summarize if I would, then, you have referred me to your positions taken at pages 6 to 10 of your submission in the EB 150, and that indicates, in the majority of cases, that EGD does not intend to implement the Board's recommendations regarding certain of the changes for eligible low-income customers.

Is that -- in a summary, you are not doing that as part of this proceeding or changes to the Handbook?

MR. STEVENS:  I think it is fair to say that Enbridge has no current plans to preemptively implement changes before the Board comes to a final determination in the EB-2008-0150 proceeding.

DR. HIGGIN:  Hmm-hmm, thank you.

So can we go to the third question, which just asks for some metrics, really, on late payment charges?  And its reference is D, tab 2, schedule 5, also VECC IRR number 11, which is, again, Exhibit I, tab 7, schedule 11, and also I reference here the EB-2009-55 exhibit -- sorry, Exhibit B, tab 1, schedule 3, page 2, paragraph (b).

The first part is just asking for some of the metrics for Board-approved base year and 2008 actuals for late payment transactions, average days in arrears, interest rates charged, calculation of the LPP revenue and the amount of security deposits applied to arrears.  That was the question.  If you are able to provide that information, then that probably would require an undertaking.

MR. CULBERT:  Could you just give us a minute to turn up -- we don't seem to have VECC 11, any of us here.  I am going to turn up D2, tab 5.  Just give us a second.

DR. HIGGIN:  If I might just say, you originally had a forecast of $3.7 million, and now you have updated that forecast to $4.6 million in the evidence that you provided in the EB-2009-0055 proceeding; correct?

MR. CULBERT:  Yes.  I'm part of that application, as you know.  We did have a variance in the 2008 actuals versus the 2007 Board-approved level.

We are not sure -- the answers to this question as part of this proceeding, I don't have the details.  Having just received your question yesterday, I don't have the details.

DR. HIGGIN:  So whether you wish to file it in this, we believe it is relevant to the issue of late payment charges, and so on.  We can debate that, but whether it is filed here or in the 55, we really don't mind.

MR. CULBERT:  I guess our comments are we haven't sought a change to the manner in which we charge late payment penalties in 2009.

DR. HIGGIN:  You just told me that, yes.

MR. CULBERT:  So we are not sure what the variances -- how they're relevant to the questions you are asking.  I understand the questions you are asking.  We can provide a response inside of the ESM-2009-0055 proceeding with respect to your questions.  I am just not sure what the relevance is to our 2009 application where we haven't asked for a change in those charges or percentages.

DR. HIGGIN:  Well, I think we go back to the issue between us regarding whether and when you should make changes to your LPP charges.  That's the issue.  We have already told you that we do not agree with your current position and your proposal to change the Handbook to embed that.  So, I mean, that is the issue.

We want some information as to just how much LPPs are being levied, how many people are affected, et cetera.  That's the kind of information that we are looking for here, and whether it is filed here or in the 55, it is really moot, really.

MR. STEVENS:  As Mr. Culbert set out, Dr. Higgin, the company's view is that the issue, as you are setting it out, isn't properly an issue in this proceeding.  And it may be that some of the information you are seeking about LPP revenues could, in theory, be relevant to the ESM application.  So the company will consider providing that information in the context of that proceeding.

DR. HIGGIN:  That's fine.

MR. STEVENS:  But in the context of this proceeding, we don't see it as having any relevance to the issues list or the relief --

DR. HIGGIN:  No.

MR. STEVENS:  -- sought by Enbridge.  So we are not providing it with any suggestion that it is relevant to this proceeding.

DR. HIGGIN:  Okay.  But there is an issue on this regarding the wording in the Handbook regarding late payment penalties; correct?

MR. STEVENS:  The wording reads:

"Is Enbridge's request for approval of some revisions to wording in the Rate Handbook in respect of late payment penalties appropriate?"

As you know, the wording was set out in response to one of your interrogatories, and it simply has to do with making clear that 1.5 percent a month is equivalent to 19.56 percent a year.  Nothing more than that.  I don't think it is --

DR. HIGGIN:  I don't want to get into argument, David, right now, the interpretation of that issue.  That's between you and my counsel as to how that issue is relevant to this proceeding, and so on.  So let's leave it at that.

MR. STEVENS:  I am just trying to provide you with context as to why Enbridge says the answer to the question you have asked would not be relevant to this proceeding.

DR. HIGGIN:  I am quite content to file the information and have it filed under the 55 docket, if that is okay with you guys, as well.

MR. CULBERT:  That's fine we can provide that information from the proceeding.

DR. HIGGIN:  Okay.  Then the last one - may again think this is something that should be filed under the 55 docket - is to discuss why the change from the historic year 2007 to 2008 relative to late payment charges and revenues.

MR. CULBERT:  I would say without discussing completely with our finance and budget personnel, I think we are all aware that the economic conditions in the past while have been changing rapidly, and we have seen some changes in various elements of our revenues and costs, bad debt expense has changed as well as a result of economic changes and LPP revenues.  I would say those are the major drives of the change, but again I would need to discuss with other personnel in the company, in response to the questions inside of the 2009-0055 proceeding.

DR. HIGGIN:  Okay, thank you.  That's all of my questions, I think, for this panel.  Thank you, Mr. Schuch.


MR. SCHUCH:  Thank you, Dr. Higgin.  Mr. DeRose.

MR. DeROSE:  Since I am sitting next to Mr. Higgin, I will go.
Questions by Mr. DeRose:


MR. DeROSE:  Panel if you could turn up CME Interrogatory No. 10.  It is Exhibit I, tab 4, schedule 10.  It is a three-page answer.

Do you have it, Mr. Cuthbert -- Culbert?  I'm sorry, Mr. Culbert.

MR. CULBERT:  That's okay.  I don't have to answer.  I've had many different names.  I wasn't going to respond.

MR. DeROSE:  That gives you one freebee.

Panel, I have two questions, the first is in response on page 2 of 3, your response (d), you set out that in 2007 EI and EGD made two plans for their transition and they're identified as a preliminary project planning and scoping of work and a preliminary project charter.

Are those two documents filed on the record?  I wasn't able to find them yesterday.

MR. KISHINCHANDANI:  I don't believe so.  Those have not been filed.

MR. DeROSE:  Would I be able to have an undertaking that you file those two documents?

MR. KISHINCHANDANI:  Certainly.

MR. SCHUCH:  Let's assign an undertaking number to this.  We will use TCU2.1 for this undertaking.  We are using the number 2, because I think we started with 1 in phase 1.

Just to be clear, I wonder, Mr. DeRose, if you could precisely, for the record, indicate the undertaking.

MR. DeROSE:  Yes.  In response D to Exhibit I, tab 4, schedule 10, there are two documents referenced.

The first is a preliminary project planning and scoping of work and a second is the preliminary project charter (governance structure and key risks).

The undertaking is for EGD to produce those two documents.

UNDERTAKING NO. TCU2.1:  TO PRODUCE PRELIMINARY PROJECT PLANNING AND SCOPING OF WORK AND PRELIMINARY PROJECT CHARTER (GOVERNANCE STRUCTURE AND KEY RISKS) DOCUMENTS

MR. DeROSE:  The second question, panel, if you turn to question (f), and it is similar to the question that I have just asked.

You identify that during 2008, EI and EGD made two plans for the transition.  One is identified as accounting research and assessment to establish differences between IFRS and Canadian GAAP.

The second is enterprise-wide project plan for IFRS transition.

Again, may we have an undertaking that you produce those two documents?

MR. KISHINCHANDANI:  The accounting research and assessment, that is -- it is a continuing document.  The accounting research continues into 2009, as we get more information.  So it is not a static document that I can provide that relates specifically to 2008, but certainly it is a process, it is a process, an evolution through the months and years we have been going through.

So I would be a little challenged to provide this specifically relating to 2008.  Moreover, this relates to assessments of the company internally.  At this point I believe those accounting research assessments are more an internal document.

I won't want -- I would hesitate to have these out in a public forum.

MR. DeROSE:  Sorry, could you explain why you would be concerned about -- if the document is an assessment of establishing the differences between IFRS and GAAP, why you would be concerned about that being in the ...

MR. KISHINCHANDANI:  The fact these would be initial preliminary assessments and those assessments would evolve, as new information becomes available.

MR. DeROSE:  And is that something that could be dealt with by a confidentiality undertaking?

MR. KISHINCHANDANI:  Well, I am not sure how -- what kind of sensitivities would be around this, but I certainly –- David, would I...

MR. CULBERT:  I think what we're saying, Vince, as well as -- you are familiar with the IFRS proceeding or consultative that is going on.  You have heard from many parties in those proceedings that there is no final conclusion, by many entities that are going to be faced -- regulated entities that are going to be faced with all of the changes of IFRS.  So we don't have a final document which, in which we have been able to itemize and calculate the absolute impacts that we're going to see coming out of IFRS.  We don't have a final document of that nature.

MR. DeROSE:  Okay.  Now, what about your enterprise-wide project plan?

MR. KISHINCHANDANI:  Enterprise-wide project plan, that is essentially the steps that would happen over the IFRS transition.  Again, that is a document that is also evolved, based on the information that has become available in the months and years as we have gone past.

So, again for 2008, do I have a document to file?  The answer is no, because it is a dynamic document that keeps getting updated.

MR. DeROSE:  So those plans, I guess both of those plans, you wouldn't have them in their -- I guess you don't have version 1.1, version 1.2?  You don't have a version that says at a certain point in 2008 this is what -- this is how we saw the world.  This is how we anticipated the enterprise-wide project plan for IFRS to unfold?

I appreciate things change and it may not be the same as the way you see the world today, but you didn't keep versions?  You just kept working on the same version and amending it?

MR. KISHINCHANDANI:  We have kept updating those documents, yes.  But do we have a version that can establish this is what was done in 2008, specifically?  I think that might pose a challenge.

MR. DeROSE:  Okay.  Fair enough.  Those are all of my questions, thank you.

MR. SCHUCH:  Thank you, Mr. DeRose.  Mr. DeVellis.

MR. DeVELLIS:  Thank you, good morning.
Questions by Mr. DeVellis:


MR. DeVELLIS:  While we are on CME No. 10, that's Exhibit I, tab 4, schedule 10, can you go to sub (i) of that answer.  And you have identified various costs for which you have an estimate there, A, B and C.  Then you say:
"However, the above costs do not include any costs associated with activities relating to system conversion, which have yet to be determined."


Can you explain what that is, system conversion costs?

MR. KISHINCHANDANI:  Certainly.  At this point, there is the expectation that with IFRS causing a significant change in the accounting approach, there would be need to keep two sets of books.

The need for two sets of books would essentially require us to maintain records in two streams, if you will, one for financial reporting purposes and one for regulatory purposes.

That is no small task, something that cannot be achieved through manual spreadsheets and such.  That would necessitate significant system changes and those items need to be scoped out, established, costed, and then implemented.

MR. CULBERT:  I would like to add to Narin's response.  For parties that have been at the IFRS consultative - Narin wasn't able to be here yesterday - a revised Board Staff discussion paper came out yesterday which may indicate to us, depending on the future of what the Board decides, with respect to IFRS, that we may in fact need to keep three sets of financials.  We may have to report under Canadian GAAP until 2012, as Ian Mondrow knows that.  We may have to report under IFRS modified, which would be the Board's decision with respect to IFRS treatment.  And of course then we have our real set of financials which is IFRS on their own, without any modifications as a result of regulation.

So we may be faced with three sets of financials that we need to be able to track and -- basically from a transaction level, which is a considerable task in our minds at this point in time.  We are not sure how we are going to go about doing that at this point in time.  That is what we are trying to grapple with and deal with.



MR. DeVELLIS:  Don't you already have separate accounts for financial records and regulatory --

MR. CULBERT:  We have minimal different accounts, because essentially right now regulation, for the most part, follows GAAP, and GAAP allows, within our financial reporting, certain elements which the regulators decide in terms of capitalization levels, et cetera.


So we really only have one set of financials.  There are just minimal changes to those financials inside of the results that you would see reported by my group, inside of this forum, but we don't have two separate financial systems at this point in time.

MR. DeVELLIS:  Do you have a ballpark of what those costs would involve?

MR. KISHINCHANDANI:  At this point, I would not want to speculate on that.

MR. DeVELLIS:  But do you anticipate it will be significantly more than the amounts that you're -- the three amounts you are showing there?

MR. KISHINCHANDANI:  Potentially.

MR. DeVELLIS:  I would like to get a better idea of the company's rationale for why these costs are recoverable during an IRM period.

Maybe what we could do is turn up BOMA Interrogatory No. 10.  That is Exhibit I, tab 3, schedule 10.

MR. CULBERT:  Yes.

MR. DeVELLIS:  In (b), BOMA asks you whether EGD agrees that these costs related to IFRS are Y factors or Z factors as defined in the DRR formula in EB-2007-0615.

As I read your answer in (b), the company said, no, it is not -- these costs don't qualify as a Y factor or a Z factor.  Is that...

MR. CULBERT:  What our response is really is that we believe inside of the IRM term, there are three different methodologies for the company to recover costs that weren't considered as part of its base by the Board.

One would be a Y factor, one would be a Z factor, and others are deferral and variance accounts.  I think as you saw in our response, part of the ability to request recovery of a Y or Z factor is to have an ability to forecast the costs reasonably.

As we are pointing out in discussions here, until everything is settled, all the dust is settled as to the treatment of IFRS by the Board and by the International Accounting Standards Board, et cetera - there are still some outstanding issues - we can't reasonably ascertain what those costs are going to be.  Hence, the request for a deferral account

MR. DeVELLIS:  So as of today, the costs don't qualify for a Y factor or a Z factor, because you can't forecast them?

MR. CULBERT:  In our opinion, yes.  You need to be able to include, as we have seen in the IR model, a forecast of those types of costs, and we don't have a reasonable forecast of those costs at this point in time.

MR. DeVELLIS:  In the last sentence of (b), you say:
"Ultimately, these costs may be recovered as clearance of a deferral account, or as a Z factor."

I am just trying to understand what that means.

MR. CULBERT:  I think what we are --

MR. DeVELLIS:  Sorry, what authority or what is EGD relying on to be able to track these costs at all in a deferral account to be disposed of later?

MR. CULBERT:  I'm sorry, could you repeat the question?

MR. DeVELLIS:  I guess the question is:  What is the basis for even establishing -- for tracking these costs?  If they don't qualify as a Z factor, then why -- on what basis does EGD believe they can be recoverable at some point in the future -- tracked now, and then recovered at some other point?

MR. CULBERT:  The basis for that is these are costs that were not considered as part of the baseline set of costs that are outside of management's control, and something that we can't reasonably forecast at this point in time.  That's the essence of our request.


Whether they're recovered as a deferral account or Z factor, what we're talking about there is there's various costs that are going to be incurred by the company.  There are initial transition costs, and then depending, again, on a previous discussion we had -- depending on what the Board decides with respect to future treatments, there may be ongoing maintenance costs for keeping two or three sets of books for a period of time.

Those may be considerable costs.  So if you are going to continue with those maintenance costs as opposed to collecting it on a one-time basis in a deferral account annually, the notion of a Z factor would be that you get it into your base rates on -- as a one-time change and that it remains in rates until the future point in time that you review those rates in a cost of service rebasing.

MR. DeVELLIS:  You have other costs that go up or down during the IRM period; right?  Some of your O&M costs may be lower than you anticipated; some may be higher.  So the fact that one particular item has popped up wouldn't, in and of itself, be justification.


What I am asking you is:  Are you pointing to something in the settlement agreement or something within the IRM framework that allows you to recover these particular costs?

MR. CULBERT:  What we're referring to is the elements of the Z factor, i.e., that these are costs that were not considered as part of the baseline and not considered -- or not controllable by the management of the company.  That's the baseline.


The next part of it is that you need to be able to reasonably forecast those costs in order to be able to include them as a Z factor inside of a rate-setting model.  What we're saying is, unfortunately, we don't have the ability to do that.  So all we're asking for is a deferral account to track the costs; until such point in time in the future the Board deems whether they were prudently incurred, et cetera, the same tests as applied to all other deferral and variance accounts.

MR. DeVELLIS:  Okay, thank you.  Those are my questions.

MR. SCHUCH:  Thank you, Mr. DeVellis.  Mr. Mondrow?

MR. MONDROW:  Thank you.  I don't have any questions for this panel.

MS. YOUNG:  Nor do I, Colin.

Questions by Mr. Wolnik:

MR. WOLNIK:  Good morning, panel.  John Wolnik with APPrO.  I have a couple.  As a first one, just to follow up on that last line of questioning on IFRS, just that so I am clear, is it the intent to establish a deferral account, and then at some future point request that to be recovered as a Z factor?

MR. CULBERT:  Again, the reference to whether it is recovered as a deferral or variance account -- or, excuse me, as a Z factor was with respect to whether you want to have an ongoing one-time charge on customers' bills or whether you want to incorporate it into base rates.  That's what that is referring to.

MR. WOLNIK:  Sorry, if I could interrupt, which is which?  Is a Z factor a one-time recovery, or is it ongoing?

MR. CULBERT:  The way the Z factor works currently inside of the formula is it would be included into rates, and if there is no change in that level of costs, they would just remain in base rates until such time as there is a change.


A deferral account, however, wouldn't be going into base rates.  Therefore, it would need to be a separate charge on customers' bill each and every year.  That is the differentiation.

MR. WOLNIK:  As I recall the Z factor, there is a threshold limit for it to be recovered.  I think it's one-and-a-half-million dollars.  Is that right?

MR. CULBERT:  Yes, that is part of the ADR.

MR. WOLNIK:  So with deferral accounts, then, is there a similar threshold, or is it potentially all of the costs if the Board approves that?

MR. CULBERT:  I guess my comments would be that there has been a multitude of debates over the years as to thresholds of deferral and variance accounts, so I am not sure what everybody's version of what the threshold is.


I know ours is that these are costs, significant costs, that we can't forecast at this point in time, and we are asking for that deferral account.


I should point out as part of the IFRS consultative, the Board is considering the effect on all regulated entities and whether, in fact, they will deal with deferral accounts in that proceeding or not.

So we haven't received any directive from the Board in that regard, at this point in time, which is why it still remains on our issues list at this point in time.


MR. WOLNIK:  So that issue would be debated when you looked to dispose of that deferral account; is that fair?

MR. CULBERT:  That's correct.

MR. WOLNIK:  Okay, thanks.

Another question I have, and this will be relating to the APPrO interrogatories, which is Exhibit I, tab 2, schedule 8 -- sorry, schedule 9.  This relates to some of the proposed changes related to -- in the Handbook.

I think there was some clarifying information that came out to indicate that those changes wouldn't apply to large customers, because they have stand-alone contracts.

I believe you had filed, in response to a CME interrogatory, a copy of the standard form contract.  I just wanted to confirm that all of the existing contracts that are out there today are very similar in nature to the standard form contract for all of those standard clauses.  Is that a true statement?

MR. KACICNIK:  Yes, that is the case.

MR. WOLNIK:  Okay, those are my questions.  Thank you.

MR. SCHUCH:  Thank you, Mr. Wolnik.
Questions by Mr. Stacey:

MR. STACEY:  Good morning, panel, Jason Stacey.

I wanted to understand the changes in the Handbook for the force majeure and the addition of a liability provision.

MR. STEVENS:  Sorry, if I could just jump in, Mr. Stacey, those issues are actually going to be addressed by Enbridge's third panel, who are also dealing with the firm transportation issue, since they're all somewhat related.

MR. STACEY:  Oh, are they?

MR. STEVENS:  So you can address those questions to the third panel this morning.

MR. STACEY:  Okay, thanks.

MR. SCHUCH:  Mr. Mondrow?
Questions by Mr. Mondrow:

MR. MONDROW:  Thanks, Colin.  I just wanted to jump in before you move to the next questioner.  The questioning about IFRS raises an option in my mind that might be useful to get Enbridge's reaction to.

If the hearing panel provided early direction that the IFRS cost recovery issue would be disposed of as part of the IFRS consultation rather than in this proceeding, would the company be comfortable with that?  Mr. Stevens, you may want to think about that and advise.  I know that is what the Union hearing panel recently decided in respect to their application.  It seems to me you could unclutter the record somewhat if that's going to be the outcome, and perhaps some early indication would be of assistance.  I just wondered what the company's thoughts on that might be.


MR. STEVENS:  Thank you, Mr. Mondrow.  It is in, fact, something that the company has been discussing.


If the Board were to issue a similar letter to what they issued to Union on March 19th indicating that Union's request for an IFRS deferral account would be examined as part of the IFRS proceeding, and that if, after the release of the Board record from the IFRS proceeding, Union believed that an application was still necessary, they could refile their application.  That approach would certainly be satisfactory to Enbridge to remove the issue from this proceeding.


MR. SCHUCH:  Another approach to what Mr. Stevens just outlined would be, given the fact we have a settlement conference within a few days, I wouldn't see that having some language to the same effect as the Board's letter, an all-party agreement the issue will be deferred.  I wouldn't see that that would raise a problem either.


I would see either way as being acceptable to having this issue addressed where it should be, and that is in the IFRS proceeding.


Did you have any response to that, Mr. Stevens?


MR. STEVENS:  I think Enbridge would certainly be willing to discuss a proper approach to this as part of the settlement discussions.  As Mr. Mondrow points out, I don't think anybody has any wish to clutter the record of this proceeding with something that is going to be dealt with elsewhere.


MR. SCHUCH:  All right.


MR. SCHUCH:  Ms. Young?


MS. YOUNG:  No.


MR. SCHUCH:  You had that look that you were getting your notes ready.


MS. GIRVAN:  I have a couple of questions.


MR. SCHUCH:  Yes, Ms. Girvan.

Questions by Ms. Girvan:


MS. GIRVAN:  Just quickly because we are not sure where this IFRS is going to go, back to the CME interrogatory which is I, tab 4, schedule 10 that sets out the costs.


If you go to section I, it refers to $430,000 in incremental consultant costs, maybe I have missed this somewhere.  But have you provided detail of the nature of those costs?  Specifically what the sort of role of the consultant is going to be and the terms of reference?


MR. CULBERT:  No.  There is -- we haven't provided detail inside of this proceeding, no.  This essentially was the estimate of the costs.

MS. GIRVAN:  Can you help me how you develop the estimate of that?


MR. KISHINCHANDANI:  Certainly.  These costs primarily relate to seeking the help of one of the big four firms in helping us with project managing the project, as well as providing some accounting research corroboration.


So to the extent we have accounting research, we like them to go back and review those.  The outcomes of our research, to make sure that indeed we are on the right track, that is something that we can hang our hats on and move forward with.


Project management obviously is the biggest component of it, because this is no small project.  So these primarily relate to that.


In addition, there are some costs relating to the outcomes that would result -- preliminary outcomes that would result from some of the depreciation impacts and the accumulated depreciation impacts.  So these are all consulting services we would need in order to progress with the project.  So...

MS. GIRVAN:  I guess really what I'm looking for is how did you come up with $430,000?  Could you provide us with a further breakdown of how that number was developed?


MR. KISHINCHANDANI:  It is, at this point, an estimate based on what we anticipate to spend.  Whether or not I can provide you with further breakdowns, probably at one level lower I could provide some additional breakdown, but --

MS. GIRVAN:  Sure that would be helpful.

MR. KISHINCHANDANI:  -- I couldn't get a whole lot granular because it is a forecast at this point.

MR. SCHUCH:  Why don't we assign an undertaking, TCU2.2, to provide a breakdown of the incremental consultant's cost estimate of $430,000 for IFRS.

UNDERTAKING NO. TCU2.2:  TO PROVIDE A BREAKDOWN OF THE INCREMENTAL CONSULTANT'S COST ESTIMATE OF $430,000 FOR IFRS

MS. GIRVAN:  Just a clarification.


If you go back to item (c) in the same interrogatory response, it says that outside consultants were first retained in January 2008.


These are consultants that, I think, were retained with EI, and I just wondered if this $430,000 is part of that element?


MR. KISHINCHANDANI:  This $430,000 is an estimate of the time that these consultants would be spending on EGD-specific areas, although they are managing the global project across the enterprise.

MS. GIRVAN:  That is EGD's allocation?


MR. KISHINCHANDANI:  Well, whether you call it an allocation.  We are asking them to track the time they spend relating to EGD separately and bill us separately for that, because we don't want allocations coming in for their work.


MS. GIRVAN:  Okay.  The other question I just had, and it is with respect to the timing of your next application.  Is this the right panel?  If you turn to Board Staff Exhibit I, tab 1, schedule 17, it sets out the suggested timeline.


MR. KACICNIK:  Yes, we have it.


MS. GIRVAN:  I am just curious given the process we have gone through this year, if this particular proposal allows for issues of the same nature that we're dealing with today, to be addressed?


MR. KACICNIK:  No.  The schedule is only contemplating the rate adjustment.


MS. GIRVAN:  Okay.  So from your perspective, then, what happens if Enbridge again is proposing further approvals of the same nature that we're dealing with today?


MR. KACICNIK:  There is another interrogatory response on that topic.

MS. GIRVAN:  Okay.


MR. KACICNIK:  In that interrogatory response, we indicated that we support applying for other changes separately from the rate adjustment.


MS. GIRVAN:  Thank you.  Those are my questions.


MR. SCHUCH:  While we're on that, the topic of the next rate application, I wonder if I could ask a couple of questions of clarification, if no one has any objections.
Questions by Mr. Schuch:


MR. SCHUCH:  Board Staff 17, the same interrogatory that Ms. Girvan was referring to, I would like you to look at the timeline that has been set up and I just wanted to ask something about the second timeline is September 4th, 2009.  The Board issues a notice of application.  And that would be following one day of Enbridge's application filing.


Now, I take it this is before the evidence is filed; is that correct?


MR. KACICNIK:  That is correct.  Before the full-blown information package is filed, that would still occur by October 1st.  What would be filed on September 3rd would be the application, two or three pages.

MR. SCHUCH:  Two or three pages?


MR. KACICNIK:  Correct.

MR. SCHUCH:  Approximately in length with some kind of approximate bill impact for residential and perhaps commercial customers?


MR. KACICNIK:  Yes, that's correct.

MR. SCHUCH:  That would allow the Board to issue a notice of application that says the company has applied for X percent rate increase?


MR. KACICNIK:  Yes.  That is what we are suggesting.


MR. SCHUCH:  I think that would save some time.  The objective here is to get, apparently, is to get to a rate order for approximately December 15th.  So we are trying to find areas of time savings.


MR. KACICNIK:  Yes.  The idea here is to trigger the notice of application earlier in the process, which would then allow face-to-face meeting with stakeholders to take place in October or early November, and the Board order would be receiving time, so that the 2010 distribution rates can be put in billing for January 1st effective date.


MR. SCHUCH:  Now -- thank you.


Now as I go down further down the timeline, I see that the timeline has a settlement proposal filed a week after the settlement conference, which would be November 10th.


Now, what I don't see in this timeline is any accommodation for unsettled items to be heard by the Board; is that right?  It assumes, then, a full settlement of all of the issues, this timeline?

MR. KACICNIK:  Yes, I would agree with that.  If there are unsettled issues that need to go to hearing, then rates likely would not be in place.

MR. SCHUCH:  Right.  That is the point I think I am trying to make is that this is a best-case scenario:  Everything settled, the parties are happy with the filing, it is an all-party settlement and the timeline can be met.

MR. KACICNIK:  Yes.  That's correct.

MR. SCHUCH:  If that doesn't happen, if something is derailed along the way, the timelines won't be met?

MR. KACICNIK:  Yes, that's true, but I would like to highlight that our rates are determined based on our Board-approved IR formula, and Board-approved forecasting and rate design methodologies.  So we are not foreseeing many issues or any issues that would be contentious.

MR. SCHUCH:  Okay, thank you.

MR. KACICNIK:  If it does happen and we go to hearing, then rates likely would not be in place for January 1st.

MR. SCHUCH:  Thank you, Anton.  Did anybody else have any questions about the timing of the next application?  Okay, why don't we move on to the next party that wishes to ask questions of this panel.  Is there anyone?


I am not seeing anybody jump up.  Then why don't we dismiss this panel?

Now, in terms of having a break, how do people feel?  Would you like to have a 15-minute break now - I am seeing a few nodding heads - or would you rather wait until the next --

MR. STEVENS:  It will take at least five minutes to get the next panel in the room and settled.

MR. SCHUCH:  Why don't we have a break, then, Mr. Stevens?  It is 10:35 now.  I say why don't we get back together at ten to 11:00.  Thank you.

--- Recess taken at 10:35 a.m.

--- On resuming at 10:51 a.m.

ENBRIDGE GAS DISTRIBUTION INC. - PANEL 2


Deirdre Broude

Kerry Lakatos-Hayward


Ian MacPherson


Brenda Vari

MR. SCHUCH:  Welcome back, everyone.  Mr. Stevens, would you like to introduce Enbridge's second witness panel.


MR. STEVENS:  Thank you, Mr. Schuch.  Enbridge's second witness panel is going to be speaking to issue number 2, which has to do with rider G; issue no. 5, which has to do with the GDAR IVA fee; issue no. 6 which has to do with the title transfer fee; and issue no. 4, which has to do with EnVision reporting.

Once again, I will ask the panel to please introduce themselves, starting with Ms. Broude.

MS. BROUDE:  I'm Deirdre Broude, I'm the manager of business support.

MS. LAKATOS-HAYWARD:  Good morning, Kerry Lakatos-Hayward, director of operation services.

MR. MACPHERSON:  Good morning, I'm Ian MacPherson, manager of direct purchase.

MS. VARI:  Good morning, Brenda Vari, manager of EnTRAC financials.

MR. STEVENS:  We don't have any sort of opening comments or statements, so we would be happy to entertain questions.

MR. SCHUCH:  Thank you, Mr. Stevens.  Any questions from the floor for this witness panel?

MR. SCHUCH:  Mr. Higgin, Dr. Higgin.

DR. HIGGIN:  I could start with the question that was deferred to this panel earlier, VECC's technical question number 1.

The references were Exhibit C, tab 1, schedule 1 -- sorry, schedule 3, pages 1 and 2 and VECC IR 14, part (h), but in looking at part (h), we need also to consider the table above in part (g).  If you could turn up VECC 14, that is probably the best way to go about this.

What we are trying to understand are a couple of things here.  The first one is, where is the differences and the balance between changing revenues, on the one hand, under IRM, and on the other hand changing costs, which -- unanticipated costs.

So the question is one of symmetry.  That's the first question.  Then we will go perhaps a little further, but could you answer that question regarding symmetry.

MS. LAKATOS-HAYWARD:  Certainly, I will have an attempt at that.

We believe that it is appropriate to change or change the other service charges.  These are non-energy service charges.  We believe these are outside of the IR formula.

In fact, in EB-2007-0615, and I believe the reference is N-111, that's the decision, on issue 12-4-1, this was on page 35, the parties had agreed, and the Board as well, that these non-energy service charges should be handled outside of the adjustment formula and that if there are any changes to miscellaneous non-energy service charges, it would bring them back to the Board with evidence to support that.

The parties, and in fact the principle here is that non-energy service charges should not generate incremental revenue in excess of any incremental costs.

In fact, you know, this is what we're doing in this application.  The costs have increased and what we're reflecting is a user-pay basis for these miscellaneous charges for services that customers request from time to time.

So the costs to deliver these services have increased, and in order to prevent subsidization from ratepayers, we are requesting an increase to reflect these incremental costs.

So we believe, from a symmetry perspective, this will avoid subsidization from ratepayers.

DR. HIGGIN:  Thank you for that question.  Could you just look at the rider G revenue forecast, which is in part (g) of that.

Would you agree with me that there is a change in revenues forecast, and the forecast is a combination of the specific transaction fee and the volume; correct?

MS. LAKATOS-HAYWARD:  That's correct.  The increase does reflect both the volume as well as the -- with the proposed increase.

I think if you will see that the increase is, you know, not significant compared to historic years.  And in fact the increase which we have outlined in the evidence of 9 percent, when you look back since 2003 -- and that was when the last time these rates were changed -- equates to approximately 1.5 percent per year.  So that is less than the rate of inflation.

DR. HIGGIN:  So that is the actual increase in the fee or the costs of the service, and the fee.

So the question is, how much of the variation -- is it solely due to that increase of 9 percent average in the fee, or is there a change in the volume forecast for 2009, the transaction volume?


[Witness panel confers]

MS. LAKATOS-HAYWARD:  With respect to the budget for 2009, the column that shows that compared to the proposed rate increase, I just confirm that the volume assumptions are the same, and it reflects the increase in the -- the requested increase.

DR. HIGGIN:  So it is the same volume forecast as the base year.

Now, there are listed here a total of eight different particular services.

Now when you say that, are you saying that there has been no change to any of the volume forecasts from the base year for any of those services?

MS. LAKATOS-HAYWARD:  In this IR, the variation is in three specific service areas, redlock fee revenue, safety inspection revenue and meter test revenue, and the changes there are -- reflect only the increase in the fee and there have been no changes in the volume.

DR. HIGGIN:  None of the other services, just to confirm that, there has been any change in the volume from the base year?

MS. LAKATOS-HAYWARD:  If I could just clarify your question on what you consider the base year?

DR. HIGGIN:  Well, we would consider the base year as the 2007 Board approved.

MS. LAKATOS-HAYWARD:  Okay.  Just with that clarification, the budget for the 2009 is the company's forecast of volumes for that service.

DR. HIGGIN:  So it is not?

MS. LAKATOS-HAYWARD:  It is not.

DR. HIGGIN:  Okay.  So the actual volumes, then, have changed from the 2007 Board approved base, which was the revenue amount that was embedded, if you like, in rates going in?

MS. LAKATOS-HAYWARD:  That's correct.  These would reflect the actual.  So this is the number of times that the customer would have requested these services.

DR. HIGGIN:  So unlike other things -- or some other things that are part of the envelope for the IRM, the forecast of this services and revenue is outside, as we have already discussed?

MS. LAKATOS-HAYWARD:  Hmm-hmm.

DR. HIGGIN:  All right.  Thank you very much.  Those are my questions on that.  Thank you.

MR. SCHUCH:  Thank you, Dr. Higgin.  Anyone else?  Mr. DeRose?

MR. DeROSE:  No questions for the second panel.

MR. DeVELLIS:  No.

MR. SCHUCH:  Anyone else in the room?

MR. WOLNIK: Good morning, panel.  John Wolnik representing APPrO.
Questions by Mr. Wolnik:


MR. WOLNIK: I just have one question on one of the responses to -- it is specifically Interrogatory No. 11 for APPrO.  That is Exhibit I, tab 2, schedule 11.  This deals with the title transfer fee that is being proposed.

I just want to understand that.  This is a fee that would -- it is a new fee that would be charged for adjustments to the BGA between customers; is that right?

MS. VARI:  It involves title transfers, which is a load-balancing option.

MR. WOLNIK: Is this a service that is currently being provided today?

MR. MACPHERSON:  Yes, it is.

MS. VARI:  Yes.

MR. WOLNIK:  So it is a new fee for an existing service; is that right?

MR. MACPHERSON:  That's true.  However, there are a number of reasons as to why that has been filed in evidence, due to changes in Enbridge's billing system.

MR. WOLNIK:  I guess what I am trying to understand is -- I understand there are more costs associated with it.  You have changed your billing system and I understand there are more costs associated with that.


I guess what I'm trying to understand is why this wouldn't be captured within the Z factor, adjustments within the current IRM.  Can you explain that?

MS. LAKATOS-HAYWARD:  I will attempt to answer your question.

MR. WOLNIK:  Yes.

MS. LAKATOS-HAYWARD:  These are non-energy-related services, and I think, as I tried to outline previously, they are outside of the IR formula and there was a specific mechanism to bring forward changes in these services, including the fees.

As such, we believe that the Z factor is not an appropriate mechanism to bring that forward.

MR. WOLNIK:  Can you just give me the reference within the settlement agreement that --

MS. LAKATOS-HAYWARD:  Certainly.

MR. WOLNIK:  It would be helpful for me.

MS. LAKATOS-HAYWARD:  It was EB-2007-0615.  It was found on page 35.  And it references 12.4, non-energy services.

MR. WOLNIK:  Just help me, then.  This is for non energy-related services, but gas is in the balancing account and that is energy related; is it not?

MR. MACPHERSON:  It is our opinion that this is not an energy service.

MR. WOLNIK:  Okay, thank you.

MR. SCHUCH:  Mr. Stacey.

MR. MONDROW:  I'm sorry, go ahead, Jason.
Questions by Mr. Stacey:

MR. STACEY:  Good morning.  Jason Stacey for Sithe Global Power.  I wanted to follow up on the title transfer fee.

The evidence states that with the new billing system, the increase in costs is from a title transfer from a Western-T service and an Ontario-T service, but I believe you are proposing to charge the fee to all title transfers; is that correct?

MS. VARI:  Yes, that's correct.

MR. STACEY:  Did you consider, if a fee was appropriate, charging it just to the transactions that resulted in the increased costs?

MS. VARI:  When we looked at the cost estimate, we had to consider that we have to go through all of the title transfer transactions to isolate between the two types of delivery points.  So we felt that everyone should pay, because that's how our review and that's how our costs were based.

If we did it in isolation for those who use, the price will go up, because it would be a lesser group of users.

MR. MACPHERSON:  So to add to that, to offer the service, there is fundamental checks and financial reconciliation which must be done on all bank gas accounts and all transactions and the options available to all customers, despite the type of transaction that may occur, and that is why we have decided to go in that direction.

MR. STACEY:  But if I understand EnTRAC right, would transactions between similar pools not attract any cost, or it would be done as they occur now?

MR. MACPHERSON:  That's correct, other than the process of having to do the checks.

MR. STACEY:  Yes.

MR. MACPHERSON:  Once it is checked, we would recognize there is no adjustment required; correct.

MR. STACEY:  So I guess what you're saying is EnTRAC could manage all of the transactions, but you have to manually sort of flag the ones that are on dissimilar pools?

MS. VARI:  We have to build review processes to do that.  There is automation in the title transfer process, but there is now a manual set of steps have to be built into that that we have to create to keep everyone financially whole.

MR. STACEY:  Yes.  And currently it is more automatic, because of your existing billing system?

MR. MACPHERSON:  Currently, the transportation service credits allow transfers to be unadjusted.  They move the reference point back to Empress on all transfers between customers.

MR. STACEY:  Okay, thank you.

MR. SCHUCH:  Mr. Mondrow?
Questions by Mr. Mondrow:


MR. MONDROW:  Thanks, Colin.

I am going to talk to you about title transfer fees a little more, in case you haven't had enough, because I really appreciate the other questions, but I want to drill down on this just a little bit.  I will apologize in advance for not having spent more time trying to figure out the types of transfers, but I am hoping you can help me a little bit and I won't have to do it anymore this way, which may be more acceptable for the panel.

What I am after, just to give you the framework for my first set of enquiries, is what you currently do to administer the system versus what you are going to have to do when you change your CIS.

Just for context, and so that I don't get off track myself, we're talking about a $100,000 total cost here; am I correct about that?

MS. VARI:  Our estimate of what the effort will be to perform this function.

MR. MONDROW:  And the amount of money you will recover from the customers who avail themselves of these title transfers, it is $100,000 give or take?

MS. VARI:  Yes.

MR. MONDROW:  So it is not a big number, is the point?

MR. MACPHERSON:  That's true.

MR. MONDROW:  I won't spend too much time, but I do want to try to clarify it a little, because it is an issue and it is it on the record.

Right now, it's my understanding is that Ontario-T customers, those customers who have elected an Ontario receipt point, when they consume gas, they are charged for transportation, but then also given a transportation credit because, in fact, they brought their own gas to Ontario, rather than relying on your transportation service; is that correct?

MS. VARI:  That's correct.

MR. MONDROW:  When you figure out who gets the credit and how much they get credited, is that all automated now?

MR. MACPHERSON:  Yes.

MR. MONDROW:  So there is no kind of manual intervention by any FTEs at all in that process?

MR. MACPHERSON:  That's correct.

MR. MONDROW:  All right.

Do you do that by saying that all gas consumed on that Ontario transportation account attracts the credit -- the charge on the credit?  Is that how the system is flagged?  It is non-technical terminology, but is that basically right?

MR. MACPHERSON:  That's correct.

MR. MONDROW:  All right.  So if an Ontario-T service customer currently transfers gas -- title to gas to a western transportation service customer, there is no charge for that, as I understand it, right now?

MR. MACPHERSON:  That's correct.

MR. MONDROW:  And that western customer, when they consume gas, they pay your transportation costs.  And the Ontario customer does not consume the gas, so they don't pay the costs, nor do they get the credit, so it works out.  Am I right?

MR. MACPHERSON:  The Ontario customer who is transferring the gas would have received the credit.  They would have received the credit, but they would have not paid the distribution charge, because they have not consumed it.

MR. MONDROW:  Sorry, they would have received the credit?  Don't they just get the credit for gas they consume?

MR. MACPHERSON:  They receive the credit for gas they deliver.

MR. MONDROW:  So they get a credit, but they don't incur the charge.  Aren't they overcompensated?

MR. MACPHERSON:  Notionally, when they have traded with their partner on the title transfer, they are receiving compensation based on an Empress price.

MR. MONDROW:  From the partner?

MR. MACPHERSON:  From their trading partner.

MR. MONDROW:  I see.  There are no account adjustments required in the event of that transfer.  The system works itself out?

MR. MACPHERSON:  No.

MR. MONDROW:  Okay.  If a western transportation customer under the current system transfers title of gas to an Ontario transportation customer, maybe you can just help me trace the charges and credits, or lack thereof.

MR. MACPHERSON:  So the western customer delivered gas to Enbridge, the point of acceptance being Empress.

MR. MONDROW:  Right.

MR. MACPHERSON:  The Ontario customer has consumed in excess of their deliveries.

MR. MONDROW:  Right.

MR. MACPHERSON:  They have paid for gas distribution or transportation charges on their Enbridge invoice.

MR. MONDROW:  Right.

MR. MACPHERSON:  So now when the transfer occurs, they sell the gas to the Ontario customer at the Empress price and all of the parties are whole.

MR. MONDROW:  Right.  The consuming customer or the receiver of that transfer pays the transportation and gets the credit automatically?


MR. MACPHERSON:  They don't get -- they do not receive a credit.

MR. MONDROW:  They don't get a credit.

MR. MACPHERSON:  Credits are received for incremental deliveries.

MR. MONDROW:  Right.  So they pay the transportation when they consume, and the parties are -- the transferor, the Western-T customer, is assumed to have been paid by the receiving customer?

MR. MACPHERSON:  Only for the commodity.


MR. MONDROW:  Only for the commodity.

MR. MACPHERSON:  The Ontario customer has -- has already paid in the past when they consume the gas for the distribution or transportation service to Ontario.


MR. MONDROW:  They already paid upon delivery?


MR. MACPHERSON:  No, they paid when they consumed it.  So they have already overconsumed, so they paid on past invoices, we will assume, gas distribution and transportation service.


MR. MONDROW:  Right.  But they don't get the credit because they haven't delivered to Ontario.

MR. MACPHERSON:  That's right.


MS. VARI:  So Enbridge has the credit because we charged it and collected it.


MR. MONDROW:  Okay.  I am going to have to think that one through.  I am not following, but I don't want to take up too much time.


Let me switch then and talk about what is going to happen in the future.


So in the future Ontario T-service customers will not be billed for transportation at all because it will be unbundled on the bill; correct?


MR. MACPHERSON:  Right.


MR. MONDROW:  So if an Ontario customer takes a transfer from your western receipt point – sorry, if an Ontario customer takes a transfer from a Western-T service customer, you're going to have to charge someone for transportation.


MR. MACPHERSON:  That's correct.

MR. MONDROW:  Who are you going to charge for transportation?

MR. MACPHERSON:  We would have to charge the Ontario customer who would have received the service.  However, it would not be built into their gas distribution charges.  So we would need to make a one-time adjustment on their invoice.


MR. MONDROW:  That's the manual adjustment that is going to require the incremental resources?


MS. VARI:  That's correct.

MR. MACPHERSON:  That is one side of it.

MR. MONDROW:  That's one side of it.  Okay.


The other side of it, I guess, is the western-T service customer who will be billed by transportation for Enbridge – sorry, billed for transportation by Enbridge or billed by Enbridge and the transportation is provided by Enbridge.

MR. MACPHERSON:  Correct.


MR. MONDROW:  They're billed upon consumption or upon delivery?


MR. MACPHERSON:  They're billed as, on consumption as they have used it.  It would be a separate line item on their gas distribution invoice.

MR. MONDROW:  So if they take a transfer of title to gas from an Ontario transportation customer, tell me what happens.


MR. MACPHERSON:  So what's happened is they have already -- they consumed in excess of their deliveries.  The Ontario customer has paid to bring gas to the franchise area, however they will not receive the transportation credit any longer.

MR. MONDROW:  Because they weren't charged for --

MR. MACPHERSON:  Because they weren't charged for it.  So now a credit needs to be either made to the western customer for having paid twice as he will pay a landed price to Ontario, or to the Ontario customer who has paid to bring it to Ontario and only received an Empress price.


MR. MONDROW:  Which are you going to credit?


[Witness panel confers]

MS. VARI:  So the western customer has consumed more and we collect extra tolls so there would be a refund to the western customer.

MR. MACPHERSON:  There would be a refund to the western customer.

MR. MONDROW:  That, as well, will be a manual adjustment.

MR. MACPHERSON:  Yes.


MR. MONDROW:  Is there no way to automate this?


MR. MACPHERSON:  No.


MR. MONDROW:  I have to take your word for that, I guess.


MR. MACPHERSON:  It comes down to ultimately there is a listing of transfers that have to be examined and then credits paid or amounts charged on a customers' invoices and all of the financial reconciliation that needs to go with activities such as that.


MR. MONDROW:  One activity is to scan the list of transfers and route those that need to be credited.  Then you actually have the credit and invoicing function, and to Jason's point, it seems to me there are different levels of activity involved in those two categories.  Why wouldn't you differentiate your charge rather than charging everyone the same?


MR. MACPHERSON:  We chose that way for simplicity and it was felt that this service option is available to the entire market in that all customers should share in it equally.


MR. MONDROW:  Okay.  We also asked you a question, IGUA asked you a question about -- I will give you the reference.  It is Exhibit I, tab 11, schedule 5.  So it is your Interrogatory Response No. 5 to us.


We asked – well, much of this information is provided, by the way, so thank you for going over that with me.


We asked you in part (d) whether you considered a transaction-based fee rather than a volume based fee which would be kind of a fixed rate for each transaction rather than a per unit rate.


Your answer was, well, you did it volumetrically because that is what Union does and you are trying to be consistent.


If you agreed to or the Board directed you to do it on a transactional basis, would that pose a particular problem at this stage for you?


MR. MACPHERSON:  No.


MR. MONDROW:  All right.  If you did it on a transactional basis, I guess, in a way, you would get customers paying for the costs they drive equally rather than having higher volume customers effectively subsidize lower volume customers, that is transactional volumes; would you agree with that?


MR. VLAHOS:  That's possible, yes, I agree.

MR. MACPHERSON:  To some extent, a portion of the risk is related to a bad debt exposure when we have to post charges to customer's invoices that may go unpaid.


MR. MONDROW:  Those are pretty small numbers for most of those customers; right?


MR. MACPHERSON:  It is a pretty small number.


MR. MONDROW:  Since it is such a small number, I should probably leave the topic altogether now, but thank you for spending the time with me.


I have one more kind of clean-up question about this and I am not sure if it is just my package or the package generally, and I can maybe -- maybe I should have checked with someone before, I apologize.


I was looking through the package of materials and I was looking at the CME response 22, which is Exhibit I, tab 4, schedule 22.


Attached to that interrogatory response is a copy of a PowerPoint presentation that was given at a vendor meeting which described a little while ago the proposal to levy this fee.


I looked through that PowerPoint and I couldn't see any part of that presentation that had anything to do with the fee.  It talked about the CIS change and the transportation credit process, or lack thereof, and charged changes, but it didn't talk about the title transfer fee changes.  Am I missing pages or is that not dealt with in the presentation?


The pages aren't numbered, unfortunately, so I can't give them to you.  But if you flip to the last page, the last page I have is, it says current state, at the bottom, this is the last page of the presentation, and at the top it says, "BGA disposition terminates short EGD gas sale."


And it talks about kind of settlement of -- I think it talks about settlement of accounts that are out of balance.


But is there anything after that that I don't have?


MR. MACPHERSON:  No.  It was -- this was a consultative meeting and at that point it was discussed one of the options considered was just to simply eliminate transfers between Ontario and western customers, and restrict transfers to like-to-like parties or like-to-like points of acceptance.  It was spoken to at that point.  Alternatively, it was proposed Enbridge could continue to do this service, provide manual review of all transfer adjustments, and propose a fee.


MR. MONDROW:  But just to be clear, if you look at page 16 the interrogatory response, at the bottom, in the part of the response to part (a), which is about consultations regarding this fee, you said attached is a presentation made at the vendor meeting, but that presentation itself doesn't deal with the fee.  Right?  It was discussed at the meeting but it is not in the materials.

MR. MACPHERSON:  The fee itself is not there.


The discussion of what to do with that type of service was discussed, and that is the point of the build-up of the presentation, explaining the issue of the billing system change and what needed to be done, if anything.


MR. MONDROW:  Right.  And the fee was discussed.

MR. MACPHERSON:  Yes, it was.

MR. MONDROW:  The type of service was discussed and the associated potential fee was also discussed?


MR. MACPHERSON:  Correct.


MR. MONDROW:  Okay, thank you.


I actually have another area of questioning which I this is for this panel, quickly.  It is the EnVision reporting.  If we can go into that if you don't mind while I have the floor, as it were.


Maybe the best way to do this is to look at Board Staff Interrogatory -- your response to Board Staff Interrogatory No. 11, which is Exhibit I, tab 1, schedule 11.


We actually asked a question -- I don't have that reference in front of me -- but we asked about how much effort is required to continue reporting under EnVision because you are proposing to terminate that reporting.



You referred us in the response to this interrogatory response, to describe the activities.  So this response talks about the resources required not so much to prepare the report, but to prepare the business cases for the initiatives, it talks about establishing measurement methodologies and then it talks about measuring and reporting.


Apparently, you require three FTEs to do all of that.


Am I right in understanding that all of that activity, but for the reporting that what had been agreed to under the settlement agreement, would not be required?  That is, if you're successful in getting a waiver of the reporting requirement or discontinuance of it, those three FTEs will no longer have to do any of that work?  Is that right?


MS. LAKATOS-HAYWARD:  Just to clarify on that.


The Board Staff, the response to Board Staff 11 does indicate that approximately three full-time-equivalent staff are required to do the various activities related to EnVision reporting, everything from development of the business cases, the measuring, the tracking and development of the report.

The request to, I think, discontinue the EnVision reporting, while it is true that those three FTEs would no longer be doing the specific EnVision reporting, that it is not to suggest that we would, you know, eliminate those roles.

What we are looking to do is, as the company moves into tracking benefits around sort of the broader -- in the operations department, the broader operations or transformation of the business, that those individuals will continue to track, you know, the overall:  How are we doing with respect to delivering on the specific initiatives related to operations transformation?

But those individuals would not continue with the EnVision reporting directly.

MR. MONDROW:  Do you have people monitoring or reporting on the overall operations transformation now?

MS. LAKATOS-HAYWARD:  Yes, we do.

MR. MONDROW:  So you add three people to the existing people?

MS. LAKATOS-HAYWARD:  No.  We are transforming those positions into reporting on these broader set of operation --

MR. MONDROW:  So they're doing both now, the EnVision reporting and the broader reporting?

[Witness panel confers]

MS. LAKATOS-HAYWARD:  I'm sorry, could you just repeat that last question?

MR. MONDROW:  Yes.  You said, I think, as I understood your response a minute ago, that you would take these three FTEs and give them a different role, which would be reporting on the broader -- you called it operations transformation.

I asked you whether you had people doing that broader operations transformation monitoring and reporting now.  I don't recall what your answer was, so maybe we can start with that.

MS. LAKATOS-HAYWARD:  Yes.  Let me just clarify that response.

First of all, when we talk about FTEs, it is always sort of a bit difficult to get your head around what does an FTE mean.

But there are a number of people across the organization who spend a little bit of their time tracking -- and I believe it is 93 specific initiatives under EnVision reporting, so it is not like there is three dedicated people that kind of sit and do this as their full-time job, but in tracking -- like, how much time and effort does it take the company to perform tracking of these initiatives?  It is approximately three FTEs.

As we continue in incentive regulation and looking at operational transformation, we do believe it is important to develop business cases and tracking, measuring around these broader set of initiatives that I have talked about, and so it is not like we're taking three net new people, but we are adjusting the roles of what these people are reporting on and moving into tracking and reporting on these broader set of initiatives.

MR. MONDROW:  I would have thought these activities, preparing business cases, establishing measurement methodology, measuring and reporting, would apply to the broader transformation efforts that you are talking about, despite -- whether or not you have to then file an EnVision update with the Board, would they not?  Would those activities not occur in any event?

MS. LAKATOS-HAYWARD:  Yes.  What we're trying to suggest is that EnVision has become a way for us to do business now.  It is stable, and the company's focus is now on a broader operational transformation in order to leverage that system and drive the efficiencies.

So that you are absolutely right, that in developing these initiatives to, you know, kind of leverage these benefits, we do undertake -- we have to undertake business cases and track and measure these activities.

MR. MONDROW:  Thank you for that.  Could you provide a revenue requirement impact of flowing through a three FTE cost reduction into rates?  I know you are under IRM and I know you are not proposing to do that, but could you provide that number and some detail behind its derivation?

MR. STEVENS:  Sorry, I was having trouble with my button.

MR. MONDROW:  It's okay.  I will say "yes" on your behalf, if it is easier.

MR. STEVENS:  As you are aware, Mr. Mondrow, the revenue requirement, as the IR term goes on, is disconnected from what's going on in terms of the rate-setting process.  So we don't really see the relevance of putting that information together and providing it to you, because we don't really see that it goes anywhere in the context of this rate-setting mechanism that we are currently operating under.

MR. MONDROW:  I guess that will be a matter for argument, but at the time the settlement agreement was entered into, you didn't propose eliminating this.  Had you proposed eliminating this reporting, presumably there would have been some discussion about the revenue impact.

You are now proposing to eliminate it, and either it is going to save you some resources, which you will redeploy, presumably, somewhere, or it is not, in which case you shouldn't discontinue it.  It seems to me that understanding the revenue requirement impact of those arguments would be helpful.

So I -- no doubt the company doesn't agree; you shouldn't have a reduction in your revenue requirement as a result of this, but I would still like to understand what the impact would be if the Board disagreed with that.

[Mr. Stevens confers with Mr. Ryckman and Ms. Broude]


MR. STEVENS:  As you can tell, Mr. Mondrow, from the length of our conversation, we are having real difficulty trying to translate how one would come up with any sort of revenue requirement calculation during IR.  All the more so; it is complicated in this instance by the fact that we would be talking about a multitude of people and just small parts of their roles.


So we are not in a position, with all of that in mind, to provide you with the revenue requirement impact of the request being made here.


MR. MONDROW:  Maybe I can ask the panel.  Does someone here deal with HR issues?


MS. LAKATOS-HAYWARD:  No.


MR. MONDROW:  No?  Does the company have a fully loaded FTE cost for various levels of seniority?


MS. LAKATOS-HAYWARD:  I am sure that there are estimates available.  However, I am not aware of any specific numbers.


MR. MONDROW:  Okay.  So Mr. Stevens, I wonder if the company could use those estimates?  Just provide a ballpark answer?  I understood your objection to be you don't have any information.  Apparently there is information that I would suggest is a good proxy.  If that is the objection, it seems to me the answer could be provided on that basis.  If there is another objection, then I would like to hear that.


MR. STEVENS:  I think we could provide you with information about the approximate fully loaded cost of three FTEs in this sort of range as those folks who would be affected by the relief being sought here.  But I think that is a different question than revenue requirement impact at this time, which is where you were going before.


But if what you are looking for is a high-level approximation of the fully loaded employee costs associated with these sort of roles, I think that is something we could put together an estimate for you.


MR. MONDROW:  Okay, that would be helpful to start with.  Thanks.

MR. SCHUCH:  Let's assign it undertaking TCU2.3 of this undertaking of IGUA's.


For the record, maybe we could -- somebody could just briefly, probably Mr. Stevens, would be the best person.


MR. STEVENS:  Enbridge will provide an estimate of the fully loaded employee costs associated with the tasks that will no longer be necessary if the relief sought under issue 4 is granted.

MR. MONDROW:  Could you just add to that an indication of what would be required to translate those costs into a revenue requirement impact?


MR. STEVENS:  The company will be prepared to briefly address the difficulties that would be, or impossibilities associated with trying to translate that to a 2009 revenue requirement.

UNDERTAKING NO. TCU2.3:  TO PROVIDE AN ESTIMATE OF THE FULLY LOADED EMPLOYEE COSTS ASSOCIATED WITH THE TASKS THAT WILL NO LONGER BE NECESSARY IF THE RELIEF SOUGHT UNDER ISSUE 4 IS GRANTED, AS WELL AS ADDRESS DIFFICULTIES ASSOCIATED WITH TRYING TO TRANSLATE THAT TO A 2009 REVENUE REQUIREMENT

MR. MONDROW:  Okay, that would be great.  Thank you.


MR. SCHUCH:  Thank you.


MR. MONDROW:  That's it.  Thanks very much.


MR. SCHUCH:  Mr. Stacey.
Questions by Mr. Stacey:

MR. STACEY:  I was just thinking on the title transfer issue, and the -- I was thinking on Union Gas South, that confusion does not exist because the title transfers between the Western-T customers and the Ontario-T customers occur at the Ontario Dawn point for their banked gas accounts.


I was wondering if the Enbridge -- Enbridge looked at the way Union does that in terms of their new billing system.


I believe Union accomplished that by -- on their Western-T customers, they bill them the transport on the gas they deliver monthly on their MDV, not on the gas that's being consume.


So the gas is all, you know, for the Western-T and the Ontario-T are at this end of the pipe for the banked gas account.  So you wouldn't have that confusion.


MR. MACPHERSON:  We are somewhat familiar with the Union system.  However, to move -- they have a number of differences in the way transportation adjustments occur on their system.


To harmonize with such a system would require significant changes to the way Enbridge's processes work with the EnTRAC system and would come at considerable cost and time to accomplish, compared with the cost of providing a service that we are proposing to do here.


Please note that Union also does charge a fee for title transfers in their franchise.


MR. STACEY:  Hmm-hmm.  So you have looked at that you understand how they can kind of have their banked gas account at one point for all of their Western and Ontario-T customers, but you're saying --

MR. MACPHERSON:  Yes.


MR. STACEY:  -- to do that would be significantly cost more than --

MR. MACPHERSON:  It is a significant change.  It would be a much greater cost.  I have no estimate of that cost, however I believe it could be a substantial change in our system.


MR. STACEY:  Okay, thanks.


MR. SCHUCH:  Anyone else have questions of this?  Julie.

Questions by Ms. Girvan:

MS. GIRVAN:  Good morning, panel.  Just quickly to follow up on some of the EnVision reporting issues.


If you would turn to your main evidence, which is Exhibit C, tab 1, schedule 5.


Just briefly, can you remind me - I think, Kerry, you probably are the one for this - what the total projected costs of the EnVision project is or was?  Just ballpark.  If we could have that on the record.  I remember something like $120 million or, in that range.


MS. LAKATOS-HAYWARD:  Good morning.  I believe it is in the order of $113 million, subject to check, but we would be happy to confirm that if you need an exact number.


MS. GIRVAN:  That's fine.  I think you are right.


I guess one of my first questions is how do you report today to senior management on the success of that program in terms of projected costs and benefits?


MS. LAKATOS-HAYWARD:  Well, what we have indicated earlier is that we are now moving into a broader, you know, business transformation and we do, in the operations department, report to our vice president on a monthly basis with respect to how we are tracking on specific initiatives, in terms of what is our targets versus what is our achievement to date.


MS. GIRVAN:  So EnVision would be included in that?


MS. LAKATOS-HAYWARD:  Yes.  As I tried -- perhaps not well -- to explain that with EnVision in place and performing well, we are now able to leverage that system into broader business transformation that we are moving into, and so EnVision just becomes part of this broader set of initiatives.


I think the challenge that we are facing is, it becomes increasingly harder to differentiate or allocate what our benefits for EnVision and what are the benefits that are sort of this broader business transformation efforts.

MS. GIRVAN:  You are saying senior management hasn't said, given the magnitude of this project, We want to see that differentiated so we can assess whether the project at the end of the day has been successful or not?


MS. LAKATOS-HAYWARD:  By the request to the Board, you know, the senior management is seeking kind of discontinuing of this reporting.  Up to the end of 2008, we have provided that report.


MS. GIRVAN:  My question was really, it just seems to me unusual that senior management wouldn't expect that the EnVision project and the cost and benefits would be differentiated in the company's reporting to them versus what you are saying is some sort of integrated benefits approach.


MS. LAKATOS-HAYWARD:  I think there is a recognition, you know, by the senior management group that by their familiarity with the initiatives that underlie that EnVision, that it is becoming increasingly more difficult to separate out EnVision versus broadly what operations and engineering group are trying to achieve as part of the business transformation and so the broader IR framework.


MS. GIRVAN:  Okay.  If you could just turn to page 2 of 4 of that Exhibit C tab 1, schedule 5, please.


Under 2007 and 2008 the amounts for benefits are 32.8 million in 2007 and 28.1 million in 2008.


Could you provide for me the projected benefits, in the sense that what was actually budgeted for those years to be benefits versus the actual amounts?

I know in another interrogatory you've done cost variances, but I haven't seen a schedule - and I may have missed it - with respect to benefit variances.

[Witness panel confers]

MR. STEVENS:  Julie, if I may jump in, I think -- correct me if I'm wrong, but I think the information you are seeking is in the table in response to VECC Interrogatory No. 16.

MS. GIRVAN:  Yes.  I thought that that is just actuals, actuals for the 2007 and 2008, and then the costs, on the next page, I believe, are set out, but the benefits aren't.  I am just looking for the two numbers there that represent what were the forecast benefits in 2007 and 2008.

MS. LAKATOS-HAYWARD:  Yes, we can provide that.  While I cannot recall the budget number for 2008, I can confirm that we did exceed the budgeted amount of EnVision benefits for 2008, but we can provide that.

MS. GIRVAN:  It would be helpful if you get those amounts for me.

Just one last question.  It sounds like you're sort of uncomfortable with the format of the filing that you have been required to provide to date.  I just wondered if there is any sort of compromise, in a sense.  Is there any other way that you could provide an update on the EnVision costs and benefits in a way that would be acceptable to you that might be a little bit easier to put together?

MS. LAKATOS-HAYWARD:  I think a general answer, and I would perhaps seek counsel's guidance on this, but the company, I think, would be open, through perhaps an ADR process, to explore with the intervenors what might be acceptable.

MS. GIRVAN:  Okay, that's fine.  Thanks.  Those are my questions.

MR. SCHUCH:  Should we assign an undertaking number to that?

MS. GIRVAN:  Yes.

MR. SCHUCH:  That will be TCU2.4.

MR. STEVENS:  Excuse me, Colin.  If it is helpful, I have the evidence here from the 2006-0034 case.

MS. GIRVAN:  Yes.

MR. STEVENS:  I think it has the information that you are seeking, Julie.

MS. GIRVAN:  Okay.

MR. STEVENS:  In table 1, which is on page 8 of 12, at Exhibit B1, tab 6, schedule 1, it indicates that the forecast operations and engineering benefits for 2007 and 2008 are both $28.1 million.

MS. GIRVAN:  Okay, thank you.

MR. SCHUCH:  Oh, thank you, Mr. Stevens.  So that undertaking, then, will not be required.

MS. LAKATOS-HAYWARD:  I apologize.  We were just conferring here and I missed the last exchange, but Ms. Broude does actually have available the forecast of benefits.

MS. GIRVAN:  I think that is what Mr. Stevens just provided.

MR. MACPHERSON:  That's what he just said.

MS. LAKATOS-HAYWARD:  Okay, sorry.

MS. GIRVAN:  Maybe a clarification on that.

So in 2008, the operations and engineering benefits were exactly what were forecast, 28.1 million?

MR. STEVENS:  The information that I see in response to VECC Interrogatory No. 16 is that the actual for 2008 was actually $30.8.

MS. GIRVAN:  Well, if you go to your original evidence, it is 28.1.

MS. BROUDE:  Yes.  The original evidence identified the forecast at that point in time, because it was for the 2006/2007.

MS. GIRVAN:  Okay, I understand.  That's fine.  Thank you very much.

MR. SCHUCH:  Dr. Higgin.
Questions by Dr. Higgin:

DR. HIGGIN:  Thank you.  I would just like to follow up on our question number 6 regarding the IVA fee.  That references Exhibit C, tab 1, schedule 6, paragraphs 7 and 8, and of course, informally, attachment 1 and the calculation of the fee on the new basis, which is shown there.

So that is -- if you could have a look at that?

The question is, first of all:  What is the amount of revenue and/or costs embedded in rates, currently, related to the IVA fee or transactions?

MS. VARI:  The current fee is about $20,000.

DR. HIGGIN:  Hmm-hmm.

MS. VARI:  And we under-recovered based on our fee structure.  We only recovered 3,000 in the fee and we incurred $24,000 in costs, and that was borne by the ratepayer.

DR. HIGGIN:  By all ratepayers?

MS. VARI:  Yes.

DR. HIGGIN:  Okay.  Now, my second question is:  Why is that 30-cent fee a good estimate?  It is contingent on a number of assumptions, including of course the volume of transactions of various types, and so on.

You actually show, in this Exhibit C, tab 1, schedule 6, attachment 1, that you would recover 23,000 at a fee of 27 cents per transaction.

But you have rounded it up to 30 by -- was that a negotiated amount?  How was that 30 cents arrived at?

MS. VARI:  It was rounded to be a reasonable number.  We didn't recover the full $24,000, so the twenty-seven-three-seven recovers 23,795, and we feel the 30 would be closer to the 24,000.

But you are right, there are a lot of estimates here.  The actual costs are more representative of what we were experiencing, because when we came forward before, we had a different cost level, which was an estimate.

So our operating number of our cost is more realistic of what we're experiencing since this IVA went in.

We have had to assume that, with the changes coming to our billing system, there will be a migration of less IVAs going on the bill.  They will use different options from our billing system, and we had to take our best estimates of how we think this would change.

DR. HIGGIN:  So the answer, though, is that any difference between the forecast and the actual is borne by all ratepayers?

MS. VARI:  That's correct.

DR. HIGGIN:  That would mean the way it is allocated is probably -- is it residential or does it include all ratepayers across all classes?

MS. VARI:  As far as I know, it is all ratepayers.

DR. HIGGIN:  Okay, thank you.  Those are all of my questions on that.  Thanks.

MR. SCHUCH:  Thank you.  Anyone else have questions for this panel?  I am not hearing anyone or seeing any hands.

That being said, I don't see any reason this panel can't be dismissed, Mr. Stevens.

MR. STEVENS:  Thank you.

MR. SCHUCH:  Shall we proceed with witness panel 3?  Will that take some time?

MR. STEVENS:  We will proceed with them as soon as we can get them.

--- Recess taken at 11:51 a.m.

--- On resuming at 11:59 a.m.


MR. SCHUCH:  Welcome back, everyone.  Mr. Cass, welcome.

MR. CASS:  Thank you.

MR. SCHUCH:  We have, it looks like, Enbridge's third witness panel.  Mr. Cass would you like to introduce them or have them introduce themselves or...

MR. CASS:  Yes.  Thanks, Colin.  For those who don't know, I am Fred Cass for Enbridge Gas Distribution.

This panel will address the firm upstream transportation issue as well as the proposed change to the Rate Handbook dealing with Force Majeure.  The witnesses are Ian MacPherson, Malini Giridhar, and Keith Irani.

ENBRIDGE GAS DISTRIBUTION INC. - PANEL 3

Ian MacPherson


Malini Giridhar


Keith Irani


MR. SCHUCH:  Would the witnesses be providing any opening statement?

MR. CASS:  None was intended, Colin, no.

MR. SCHUCH:  We will open it up to questions right away.  Is there any particular order -- yes.  Ms. Girvan.  Thank you.
Questions by Ms. Girvan:

MS. GIRVAN:  I just have one question of clarification and I can't be here this afternoon, so I wanted to jump in.  If you refer to CCC Interrogatory No. 14, please.  So that is Exhibit I, tab 8, schedule 14.

MS. GIRIDHAR:  Yes.

MS. GIRVAN:  The question refers, it refers to the evidence and the possibility of a gas system outage resulting from a supply shortfall, and the execution of a lengthy system restoration plan.  You have estimated the cost for such an outage affecting 100,000 customers as $12 million.

Then in your response, you have said that if your request under issue 7 isn't approved, EGD would make every effort to seek incremental supplies to compensate for the failure to deliver by direct purchase customers relying on non-firm transport.

And then you go on to say:  These costs, as well as any offsetting penalties for non-deliveries that are successfully collected, would go into the PGVA for disposition.

The last point is:  To the extent EGD is not successful in procuring sufficient supply to avoid a system outage, EGD would seek recovery of incremental supply cost and system outage costs in the most appropriate manner given the circumstances.

MS. GIRIDHAR:  That's right.

MS. GIRVAN:  Can you tell me on that very last point who you believe would be responsible for those costs and how they would be recovered?  Sorry for the long question.

MS. GIRIDHAR:  The point that's being made here, Julie, is that EGD obviously does not budget for a system outage resulting from a supply shortfall.

EGD's budgeted planning processes require EGD to plan for peak day, design day conditions, but within that peak day plan is a presumption that all direct purchase supply, which would be approximately 15 percent of peak day requirement, would show up and so this is really posing the question that that supply does not show up because it is not firm to the franchise.

I guess what we are saying here is that EGD does not believe it should be on the hook for a system outage resulting from an action that it is not responsible for, and certainly we would make every attempt we can to avoid a system outage.  But if supply was simply not available and we had an outage, there would be significant costs, and EGD would be coming forward to seek recovery of those costs.

MS. GIRVAN:  So still my question really is:  What's your view as to how those costs should be recovered?

MS. GIRIDHAR:  Well, ultimately my view is that we would seek recovery from -- through a proceeding, before the Board, and at that point I guess we would propose a disposition methodology and an allocation of those costs.

I don't think I can tell you at this point how that allocation methodology would be designed but we would certainly come forward with it, if those costs were incurred.

MS. GIRVAN:  So you wouldn't have any remedy to seek recovery from potentially the marketer that created the problem?

MS. GIRIDHAR:  Well, we've certainly got some questions here.  I believe we did have an IR to direct along those lines.

I guess I am not suggesting one way or the other.  We haven't encountered that situation yet.  We know that we would seek recovery and we would come forward with the appropriate request at that time.

MS. GIRVAN:  Okay, thank you very much.  Those are my questions.

MR. SCHUCH:  Anybody prefer to go next?


MR. ROSS:  I will.  I just have a couple.
Questions by Mr. Ross:

MR. ROSS:  Could you refer to Exhibit I, tab 9 schedule 2, page 2 --

MS. GIRIDHAR:  Yes.

MR. ROSS:  -- where you show Enbridge's long-haul transportation capacity.

MS. GIRIDHAR:  Sorry, the long haul is a bit of a misnomer.  There is some short haul in the table.

MR. ROSS:  I was wondering if you could add to that list the Union contracts that you have for M12 which would be Dawn to Parkway.

MS. GIRIDHAR:  Sure.  We actually did -- we provided it in another proceeding, I believe, but we can certainly add that, yes.

MR. ROSS:  Can you confirm or explain whether you have any other agreements or precedent agreements or what not to either extend the capacity beyond the termination or expiry dates shown on this schedule or acquire new capacity?

MS. GIRIDHAR:  For any of the...

MR. ROSS:  For any of these contracts.  First of all, are there any agreements in place to extend the contracts that are shown there beyond the expiry date?

MS. GIRIDHAR:  We do have some discussions at this point with respect to the Vector capacity.

MR. ROSS:  So would that be the one expiring October 2010?

MS. GIRIDHAR:  That's right.  There is actually an arrangement for a partial replacement of that capacity.

MR. ROSS:  So there is an arrangement to extend --

MS. GIRIDHAR:  It is not extended.  We went out to RFP.  So that capacity was turned back and we went out with an RFP requesting capacity.  Because there was a three-year notice period on that capacity, so it was turned back.

MR. ROSS:  Okay.  I am just trying to understand that.  So you have turned it back?

MS. GIRIDHAR:  That's right.

MR. ROSS:  So that capacity will not extend beyond October 2010.

MS. GIRIDHAR:  That particular arrangement does not extend beyond 2010.

MR. ROSS:  Is there a replacement?

MS. GIRIDHAR:  That is right, for some portion of it.

MR. ROSS:  For some portion?

MS. GIRIDHAR:  Yes.

MR. ROSS:  Is that available?  Can you provide us with the details of that?

MS. GIRIDHAR:  I don't see how it is relevant to what we're talking about here, Murray.  If you could just explain.

MR. ROSS:  Well, maybe we will follow up on that --

MS. GIRIDHAR:  Okay.

MR. ROSS:  -- at the hearing.

MR. SCHUCH:  There was an undertaking earlier, TCU2.4, and that was, I believe, to include Union Gas figures --

MS. GIRIDHAR:  Right.

MR. SCHUCH:  -- on the table on Direct Energy No. 2 which is Exhibit I-9, schedule 2.  Have I adequately captured --

MR. ROSS:  Sorry, could you go through that again.  I was still trying to understand that response.

MR. SCHUCH:  The undertaking TCU2.4 from TCPL was to add the Union figures.  Maybe you want to clarify, the Union contracts?  Was that what you were looking for?

MR. ROSS:  Yes.  The details of the Union contracts that Enbridge has.

MR. SCHUCH:  To add that to the table?

MR. ROSS:  Add those to the table, yes.  A separate table is fine.

MS. GIRIDHAR:  Okay.

MR. ROSS:  So you mentioned that you have an arrangement for that Vector capacity.  Are there any others?

MS. GIRIDHAR:  I don't believe there is anything else -- we certainly have an expectation that we would renew the TransCanada short haul that is expiring in 2010 and we are really not required to make a decision on anything else at this point.

MR. ROSS:  Okay, that's fine.  That is all I have.

MR. SCHUCH:  Thank you, Mr. Ross.  Mr. Vegh.

MR. VEGH:  Thank you.
Questions by Mr. Vegh:

MR. VEGH:  Good morning, panel.  My name is George Vegh.  I am going to ask you some questions on behalf of Shell Energy.  These all have to do with the long-term firm transportation requirements issue, which I think is issue 7.

These issues are all really of clarification and some more information, with respect to the evidence and what we have provided in interrogatories.  So I would like to start with a couple of interrogatory responses, the interrogatory response to Shell Energy for Interrogatory No. 1.

MS. GIRIDHAR:  Okay.

MR. VEGH:  There is a similar interrogatory response that was provided to BP Interrogatory No. 11.  There is some overlap in the answers, so I just want to see how the two of these hang together and to understand these two a little better.

Do you have that?

MS. GIRIDHAR:  Yes.

MR. VEGH:  So both of these interrogatories really try to get a better understanding of how average and peak-day requirements were met throughout 2008, and the answers refer back and forth to each other.

So the first thing is to just get a comparison to make sure we're talking about the same information.

MS. GIRIDHAR:  Hmm-hmm.

MR. VEGH:  So, for example, if you look at the answer to Shell Interrogatory No. 1, you start with a discussion of how peak-day requirements were met and you say:
"System firm transportation contracted from TCPL is 7 percent.  Direct shipper gas was 15 percent."

I just want to -- going down the list here in BP Interrogatory No. 11, are these numbers comparable?  So the 7 percent in the Shell Interrogatory No. 1, that would be the equivalent or the same as 6.4 percent in BP number 11?

MS. GIRIDHAR:  Yes.  The differences arise because one is the planning for peak day.  So one is sort of design day conditions for 2008 that were planned for.  That's in the Shell Energy No. 1.

Then the BP response actually asked for our most recent annual load curve, so we looked at the actual peak day.  So to the extent that the denominator, which is peak-day demand in 2008, was something different than design peak day, you're going to see different ratios out there, but they're certainly comparable.

MR. VEGH:  Okay.  So then the Shell answer is design, and BP is actual for 2008?

MS. GIRIDHAR:  That's right.

MR. VEGH:  So I don't have to go down the entire list.  If there is a slight discrepancy, that is what it is attributable to?

MS. GIRIDHAR:  That's right.

MR. VEGH:  Then why don't we go down the BP list?  It is a little easier to follow, because it is in a table, than the Shell list.  I just want to, again, get a better understanding of what each component consists of.

MS. GIRIDHAR:  Hmm-hmm.

MR. VEGH:  TCPL system, could you explain what TCPL system --

MS. GIRIDHAR:  Yes.  That would be all of the long haul TransCanada capacity that EGD holds.

MR. VEGH:  This is to serve system supply?

MS. GIRIDHAR:  And Western-T, so customers under Western-T arrangements that deliver us their gas at Empress.

MR. VEGH:  Okay.  And going down the list, then, direct shipper?

MS. GIRIDHAR:  Direct shipper would be the main daily volume obligations under direction shipper arrangements.

MR. VEGH:  So direct purchase suppliers?

MS. GIRIDHAR:  That's right, yes.

MR. VEGH:  Okay.  To this next one, TCPL, Dawn, CDA and EDA?

MS. GIRIDHAR:  That is the TCPL short haul from Dawn to CDA and EDA.  That is essentially or largely matched for the Vector capacity that we have.

MR. VEGH:  So is this all Enbridge supply here?

MS. GIRIDHAR:  That is correct.

MR. VEGH:  So there is no direct shipper supply in this category?

MS. GIRIDHAR:  In the TCPL short haul?

MR. VEGH:  Yes.

MS. GIRIDHAR:  That's correct.  That is Enbridge.

MR. VEGH:  Okay.  M12, can you describe the M12, and then address the same issue?  Is it all Enbridge or is it a mix of Enbridge and Direct?

MS. GIRIDHAR:  M12 is sized based on our deliverability or storage gas that's coming out of our storage capacity at Dawn.

So, essentially, if you add the M12 and the TCPL short haul, that is actually what is called Dawn supplies in the Shell response number 1.

MR. VEGH:  Okay.  Sorry, TCPL Dawn plus M12 is what's called Dawn delivered supply and the Shell --

MS. GIRIDHAR:  Yes.  That says including Vector transport and storage gas.

MR. VEGH:  Okay.  Is Enbridge the counterparty for all of these quantities?

MS. GIRIDHAR:  That's correct.  And the M12 capacity is held in order to enable Enbridge to discharge its obligation with respect to meeting peak-day demand, you know, over and above the mean daily volumes that are delivered each and every day.


So it is capacity that is required to load balance the system, and it is held to serve both direct purchase and system customers.

MR. VEGH:  Okay.  Perhaps you can give the similar explanation for peaking.

MS. GIRIDHAR:  Peaking supplies are arrangements that we enter into, typically through an RFP, you know, sometime in late August or so, whereby we have identified a certain proportion of peaking supply that we'll be contracting for the upcoming winter.  These are arrangements that are paid for through a combination of reservation charges, which gives us the ability to call on these supplies for, say, a period of ten days spread over the wintertime.

There is also a variable commodity component, typically some sort of premium, that's attached to it.

MR. VEGH:  This is also done for system balancing purposes.  So these are -- Enbridge is a counterparty for all of these peaking --

MS. GIRIDHAR:  Enbridge is a counterparty, and, again, this is required to load balance the system, including the requirements of direct purchase, as well as system customers.

MR. VEGH:  The other supply?

MS. GIRIDHAR:  The other supply could be -- I am going to have to take this one back.  I know in the past we used to have some link capacity that was used to bring some gas into the franchise, as well.  So I don't know if this refers to that category, but we don't have it in 2009.  I suspect that is what it is, but I can confirm what the other supply referred to in 2008.

MR. VEGH:  I would appreciate that.  You will provide an undertaking, then?

MS. GIRIDHAR:  Yes.

MR. SCHUCH:  That will be undertaking TCU2.5.
UNDERTAKING NO. TCU2.5:  To provide ADDITIONAL information on "other supply".

MR. VEGH:  Okay.  Going down this list again, can you tell me, going down the same column we just did, the actual 2008 peak day and these different sources of supply?  Are all of these sources of supply -- first of all, do all of these sources of supply come in both firm service priority and non-firm?

MS. GIRIDHAR:  Well, obviously we've got to exclude the direct shipper piece.

MR. VEGH:  Sorry?

MS. GIRIDHAR:  Excluding the direct shipper piece.

MR. VEGH:  Yes.

MS. GIRIDHAR:  Talking only about the arrangements that EGD makes, they're all from supply.  Everything except the peaking would be firm transport to the franchise.

Of course the other category is curtailment, which is, again, curtailment of interruptible customers, and that is gas delivered into the franchise.

MR. VEGH:  Right.

MS. GIRIDHAR:  In that instance, again, we don't know what the underlying transport arrangement is that the interruptible customers entered into.  So barring those two elements, everything else would be firm.

MR. VEGH:  Okay.  Under your proposal that customers have firm contracts in support of their delivery obligations, would all of these categories of supply qualify for meeting that definition of a firm transportation contract?

MS. GIRIDHAR:  We would believe, again, that -- I can go down the list again if you like.  TCPL system, that is firm.  TCPL Dawn short haul, that is firm.  M12 is firm.

As I said, peaking is a firm arrangement, but it's not transport that EGD holds.  Curtailment, as well as a firm arrangement with our interruptible customers, but that is not underpinned by transport that EGD holds.

MR. VEGH:  So if a direct purchase customer -- I want to understand your proposal and what you are putting forward as a requirement for firm.

If a direct purchase customer has their delivery obligations underpinned by a firm M12 contract, does that meet your obligations for a firm supply -- firm transportation contract?

MS. GIRIDHAR:  The direct purchase delivery commitment is to the CDA, so it would have to -- well, just M12 would get it to Parkway.  It wouldn't get it to the CDA, so they would need some TransCanada transport, as well.

MR. VEGH:  So M12 plus Parkway?

MS. GIRIDHAR:  Parkway to CDA, for example, would work.

MR. VEGH:  And, again, the TCPL, Dawn, CDA and EDA, if they can get it to the franchise, then it would qualify as a firm contract?

MS. GIRIDHAR:  Absolutely.  So the company is not about dictating what transportation route should be used to get gas into the franchise.  Our concern is that it should be underpinned by firm transport.

MR. VEGH:  One source of contract that you don't have here is a contract from the North Bay hub to your franchise.


MS. GIRIDHAR:  That's right.

MR. VEGH:  Is that because you don't have any contracts from the North Bay hub to your franchise?


MS. GIRIDHAR:  That's correct.


MR. VEGH:  And would that contract, if firm, also qualify?


MS. GIRIDHAR:  We have not dictated what kind of firm arrangement.  So, yes, an arrangement from North Bay to the EGD franchise would qualify as firm.


MR. VEGH:  Can I just ask you one question about that - this is a bit of a digression - so keep the IRs in front of you, one and 11.  But there is something that caused me a bit of confusion in reading the IR responses and maybe you could help me out.  I am looking at Shell Interrogatory No. 5.


That requested that Enbridge produce information and Enbridge has done that and there is some e-mails attached to it.  I am looking in particular at attachment 2 --

MS. GIRIDHAR:  Yes.


MR. VEGH:  -- which is page 4 of attachment 2.

MS. GIRIDHAR:  Yes.


MR. VEGH:  You reprinted some e-mails that have gone back and forth and there is an e-mail, I think, to you, from Kent; see that at the bottom?


MS. GIRIDHAR:  Yes.


MR. VEGH:  Who is Kent?


MS. GIRIDHAR:  Kent is our manager, gas control.


MR. VEGH:  What is his full name?

MS. GIRIDHAR:  Kent Wirth, W-i-r-t-h.  Wirth.


MR. SCHUCH:  I believe his name appears just below the Kent, the Wirth.


MR. VEGH:  Oh, that Wirth.  I thought his name was CNPL Enbridge.  So when you go to the bottom, Mr. Wirth's e-mail to you says that:  We do not allow direct ship customers to deliver to the CDA via our interconnect with Union.


MS. GIRIDHAR:  Hmm-hmm.

MR. VEGH:  Is that accurate?


MS. GIRIDHAR:  That's right.  He is talking about the ability to accept gas at Parkway, and that is right.  We do not allow direct purchase deliveries at Parkway, at the Union-Enbridge Parkway interconnect.


MR. VEGH:  Unless you had Parkway to CDA?


MS. GIRIDHAR:  In which case we would have accepted the gas in the CDA, that's right.


MR. VEGH:  So that is the piece that is missing in this description when he says we do not allow direct ship, you're saying the reason is, the reason why this is accurate is because you need a final tranche of contract from Parkway to CDA?


MS. GIRIDHAR:  That is right.  I believe we've got maybe a reference to this issue in a couple of interrogatories.  I am thinking Board Staff 16, through memory.  It is really a function of how our distribution system is designed.


The distribution system is designed to accept a certain amount of gas off of the TransCanada interconnects.  And then the gas coming in through the Parkway interconnect with Union is largely used for load balancing purposes.


Over time, as well, what we've seen is that a lot of the growth in our franchise area has tended to be to the north and east of our Greater Toronto Area, which is obviously further away from Parkway.  And we simply do not have the engineering incapability to push gas from Parkway to the extremities of our franchise area.


And therefore we do require direct shipper gas as well as system gas to be brought into the CDA and the EDA.

MR. VEGH:  Okay.  So with that in mind, I would like to ask you some questions going back then to Shell Energy Interrogatory No. 1 which looks not so much at what you did in 2008, but the design -- the planned design for the system.


MS. GIRIDHAR:  Right.


MR. VEGH:  I won't go through every number comparing it to BP 11 which was actual for 2008, but they're pretty close.  It sort of followed according to plan.


MS. GIRIDHAR:  Yes.


MR. VEGH:  Right?  And my question here is at a most general level.  So where did this plan come from, the plan that direct shippers provide 15 percent of the gas on peak days to CDA and EDA and 45 percent on an average day?  Where do these numbers come from?


MS. GIRIDHAR:  It is actually -- it comes from the fact that our direct purchase customers are under what is called a bundled service arrangement, whereby they have an obligation to deliver their mean daily volume, which in other words is their forecast consumption over 12 months divided by 365.


MR. VEGH:  Yes.


MS. GIRIDHAR:  If you take that delivery obligation as a proportion of average day demand, you will end up with a number that is about 45 percent.


If you take that as a proportion of peak day demand which is roughly three times an average day demand, you will come up with 15 percent.  Approximately --


MR. VEGH:  I guess my question is -- thanks for that.  But my question is more about why those particular delivery points, CDA and EDA as opposed to delivering through M12 or some other supply source.


MS. GIRIDHAR:  Well, I think I mentioned the way the distribution system is designed it is designed to accept a certain amount of gas through the CDA, talking just about the Toronto area.


The system is designed to accept gas at Parkway, and the engineering capabilities are roughly equal to what is required to meet peak day demand over and above daily deliver abilities.  So the daily delivery obligation for both the system gas customer and the direct purchase customers is the gas arrive in the CDA and not Parkway.



MR. VEGH:  So but right now the Enbridge system -- gas acquired for Enbridge system's gas customers goes to, I think on an average day, the system is designed so that Enbridge system gas customers provide about 15 percent of the gas and direct shipper customers provide about 45 percent of the gas.


Given that the requirement is to keep the entire system in balance, is it possible to sort of just switch those figures so that direct purchase customers can deliver to other parts of the system provided that the same quantity of gas is delivered to the CDA and EDA even if that is delivered by Enbridge on behalf of system gas customers?


MS. GIRIDHAR:  Are you asking me if we can allow direct purchase customers to deliver gas at Parkway instead of the CDA?  Is that the question?


MR. VEGH:  No.  I am asking you, why is it that -- I am not asking it in a rhetorical way.  I really want to know what plan you are following which has direct purchase customers providing 45 percent of the gas at -- daily average gas at EDA and CDA, while system customers provide about 12 percent.


MS. GIRIDHAR:  No.  Actually if you look at TCPL system, you've got to add the 15.2 and the 21.2, in BP -- you know, response number 11.


MR. VEGH:  Okay.  Same question, though.


MS. GIRIDHAR:  And all of that comes into CDA.  So the -- so I think your presumption that 15 percent of system sales -- customer gas is showing up somewhere else, I guess I am trying to understand where that is coming from.


MR. VEGH:  So what I am looking -- so if we add 21 plus 15, so you're saying that should all be treated as system supply in a sense?


MS. GIRIDHAR:  That's right.


MR. VEGH:  So that is 36?


MS. GIRIDHAR:  Thirty-six, yes.

MR. VEGH:  I guess the real question comes down to, so still 36 versus 46.

MS. GIRIDHAR:  Right.


MR. VEGH:  Right.  So how did that division between 36 and 46, where did that come from?  Like, why do you assign this requirement for direct purchase customers to deliver 46 percent?


MS. GIRIDHAR:  I am not sure if I am understanding your question, but let me try.


I think what I am telling you is that the 45 and the 36 percent, all of those numbers are just fall-outs of what the actual average day demand is.  They are determined independently by looking at, okay, what is the forecast annual volume requirements for direct purchase customers, divide that by 365, come up with a number.  Do the same thing for system gas customers, divide that by 365 come up with a number.


What this is showing is how transport is actually used from an operational perspective to meet average day demand, and once we have this portfolio of assets, all of the direct shipper obligations as well as the system gas obligations are to get gas into the CDA and EDA, but given our M12 transport and given there are loads located near Parkway, from an operational perspective our gas control group presumably decides to flow a portion of that directly through the Parkway-Union interconnect.

So I don't know if we are really talking about two different things here.

MR. VEGH:  I am not sure.  Maybe we are.  My question is:  So if there was a -- if for planning purposes you required direct shippers to deliver at Dawn, and then use M12 and --

MS. GIRIDHAR:  Sorry, could you just repeat that?

MR. VEGH:  Sure.  I am saying for planning purposes, could you not just require -- or assume for planning purposes that direct purchase customers are delivering at Dawn, and then having a firm obligation through M12 and Parkway to CDA?  Like, why is it that all of the M12 has to be used for system customers and not for direct?

MS. GIRIDHAR:  I don't think we're saying that at all.  I think what we're saying is that all daily delivery obligations are to the CDA, whether it is system or whether it is direct purchase.

The fact some gas flowed on M12 could also mean that gas then flowed a further distance using some short haul.  It may or may not happen, and there may be some gas we simply accept through the Parkway interconnect.  That is an operational decision.  That's made by gas control on a day-to-day basis.  How much gas do they need coming in through one interconnect versus the aggregation of gate stations that constitutes the CDA?

MR. VEGH:  Sorry.  No.  For plan purposes, though, which is the numbers that you represent in Shell No. 1, on an average day, short haul transport and storage -- that's combined 38 percent --

MS. GIRIDHAR:  Hmm-hmm.

MR. VEGH:  -- none of that is direct purchased to shipper; right?  So that 38 percent --

MS. GIRIDHAR:  Sorry.

MR. VEGH:  -- is all for planning purposes, purchased by -- used by Enbridge?

MS. GIRIDHAR:  Where is the 38 percent, sorry?

MR. VEGH:  Okay.  So on Shell Interrogatory No. 1.

MS. GIRIDHAR:  Yes.

MR. VEGH:  On an average day, so this is your plan --

MS. GIRIDHAR:  Hmm-hmm.

MR. VEGH:  -- EGD system customers, firm transport makes 15 percent?

MS. GIRIDHAR:  Right.

MR. VEGH:  Direct purchase is 45 percent?

MS. GIRIDHAR:  Hmm-hmm.

MR. VEGH:  And then short haul transportation is 21 percent and storage is 17 percent.  I was adding those two together to make 38 percent, is that fair, a combination of storage --

MS. GIRIDHAR:  Transport and storage?

MR. VEGH:  Yes.

MS. GIRIDHAR:  No.  I would actually add the TCPL firm transport and the short haul transport of 21 percent.

I really need to go back and check the description, storage gas, whether it is a presumption that on an average day there is a certain amount of load balancing that is happening, or whether it is a reflection of the daily delivery obligations that's being referred to here.

But, again, I go back to saying that, essentially, the way the system operates is that -- is that all daily delivery obligations come to the CDA and the EDA.  To the extent that gas needs to be load balanced to meet demand, we tend to use M12, because that then links back to the storage at Dawn.

MR. VEGH:  I understand operationally what you're saying, but this is also planned; right?  So that the plan is that direct purchase customers deliver their gas to the CDA and EDA.  I understand what you're saying about system customers also deliver some of their gas there, but then there is an additional delivery on top of that, delivery -- additional supply on top of that that comes from Dawn, includes storage, is carried on M12, carried from Parkway to CDA.  But none of that gas is direct purchase gas.  That is by plan.

MS. GIRIDHAR:  I guess what I am trying to understand, I probably need to go back and talk to my planner about this, but -- and I can do that.

Essentially, I need to ask him:  Is some of that an expectation that on the planned average day, there is some load balancing happening, i.e., there's some gas that is moving back and forth from storage, maybe to storage, or -- if that is the case, that is really being done on behalf of the system gas customer, as well as the direct purchase customer.


MR. VEGH:  So maybe the question --

MS. GIRIDHAR:  I don't know that we can really identify the molecule, as such, and say we are meeting system gas needs via the Parkway to connect with Union.

MR. VEGH:  I understand that.  But maybe the undertaking you could take back for me, because you have to speak to your planner, is:  What is the basis for the planning assumption that direct purchase gas is all delivered to CDA and EDA and none of the direct purchase gas can be delivered at Dawn, and then transported for plan purposes?

MS. GIRIDHAR:  Well, I can answer that question.  The reason there is that all of the take-away from Dawn on M12 is really designed for load balancing purposes.

So if we accepted gas at Dawn from direct a shipper customer and did not require them to bring it to the CDA, then, in a sense, we would be using transport that is required for load balancing, which is the difference between demand and daily deliveries, to actually use it for daily deliveries.


So it is just the basis on which, you know, we plan for our transportation portfolio.  I don't know if that answers your question.

MR. VEGH:  Not really, because when you are planning, you are looking at a total gas requirement for the system for the peak day and for an average day.  These different components all add up to that -- to meeting that total demand, and yet from planning purposes, in these components, none of the direct purchase component of the supply that meets that total demand is from Dawn; right?

MS. GIRIDHAR:  That's right.  And none of the system gas requirement is from Dawn, either.  It is the load balancing elements, for example, gas out of storage that comes from Dawn.

I think that is what I was trying to explain.  The delivery obligations for the mean daily volume is to the franchise.  The take-away from Dawn on M12 is sized to meet gas coming out of storage, and essentially -- for example, on a winter day, if we allowed direct purchase customers to deliver gas at Dawn, then we simply don't have enough capacity to bring that gas into the franchise, as well as all of the other load balancing gas that comes into the franchise.

MR. VEGH:  Unless some other gas was substituted for delivery at CDA and EDA.  You could have a system where, instead of having the direct purchase gas delivered to CDA and EDA on this firm daily basis, that system gas is delivered there and direct purchase gas has more flexibility for a delivery point.  Isn't that possible?

MS. GIRIDHAR:  Well, anything is possible.  I guess we're talking about how the system is designed today and how the transportation portfolio is designed today.

Certainly if we were accepting direct shipper gas at Dawn, then we would have to go and size up our transportation portfolio so we could have more take-away Dawn into the franchise.  That would incur some costs, and then those costs would have to be recovered over the people who caused the costs to be incurred in the first place.  So certainly all of that is possible.

MR. VEGH:  So all things are possible, but this is how it is designed today?

MS. GIRIDHAR:  That's right.

MR. VEGH:  My initial question is:  What is the basis for that design?  These planning principles, were they ever presented to the OEB for approval, or, you know, what is kind of the genesis of the current design?

MS. GIRIDHAR:  The genesis of this is lease cost optimization.  We have a programming model called "send-out" that is used.  It has been used, oh, probably from the mid '90s onwards.


It is accepted planning methodology by the OEB.  We present a gas cost budget every single year that is based on the use of send-out modelling, and it is approved on that basis.  So what we have today is approved by the Board.

MR. VEGH:  I understand it is approved in that sense every year, but in terms of the actual design, the design isn't reviewed and requested every year:  Is this the right kind of design?


When was that review carried out?

MS. GIRIDHAR:  I am sure there have been elements that have been reviewed on a periodic basis, and I have to tell you I have only been in this group for the last two years, so my memory doesn't quite extend very far.

I know that in EBR-0490, that was the last time we had our design day criteria examined, and the Board approved the use of 39.5 degree days for the purposes of designing peak day.  It also approved a methodology where we look at 18 monthly peaks over the wintertime to assess periods of extreme demand and ensure we have the capacity to meet that demand.  And I am quite sure that in the years following, there were certain elements as well that, you know, we might have brought before the Board and the Board might have approved.

What we have today is a composite of things that were presumably take to the Board as different point in time and approved by the Board.


MR. VEGH:  Is it fair to look at EBRO-4090 as kind of the foundational case on the current plan?  Or design?

MS. GIRIDHAR:  I don't know if I would call it foundational because I don't believe every element was looked at in that year.  Certainly we proposed some change in that year, and the Board approved it.

I am thinking you would probably have to go back a fair ways.  I really don't know the answer to that question.

MR. VEGH:  Because you know, frankly, we would like to look at the rationale for the current design.  I took from your interrogatories that 490 was probably the best place to start.

MS. GIRIDHAR:  Sure.

MR. VEGH:  I haven't seen any other indication of, you know, where else we should be looking.  So can we take it that, you know, we look at 490 as kind of setting the parameters, and if there's anything else we should be looking at that addresses the parameters of the current design, that you will let me know?

MS. GIRIDHAR:  Okay.  Sure.

MR. SCHUCH:  Why don't we do that by undertaking, then?

MS. GIRIDHAR:  Sure.  That would be TCU2.6 and I think Mr. Vegh has recently captured it pretty well.

UNDERTAKING NO. TCU2.6:  TO ADVISE WHETHER THERE IS ANYTHING ELSE THAT ADDRESSES PARAMETERS OF CURRENT DESIGN IN EBRO-0490

MR. SCHUCH:  I hope.

MR. CASS:  Is that 2.7, Colin?

MR. SCHUCH:  I have 2.6, but -- did I miss one?  You had me scared there, Mr. Cass.

MR. VEGH:  Panel, can I ask you to look at Shell Interrogatory No. 14.

Do you have that?

MS. GIRIDHAR:  Yes.

MR. VEGH:  I am looking at your response a table at the bottom of the page where you -- where Enbridge sets out the total gas delivered under TCPL FT arrangements from 2003 to 2008.

MS. GIRIDHAR:  Hmm-hmm.

MR. VEGH:  In gJs.

MS. GIRIDHAR:  Hmm-hmm.

MR. VEGH:  First just a couple of questions.  In terms of the categories we have been talking about, are these, are these deliveries, are they all system, what we've called Enbridge system gas deliveries?

MS. GIRIDHAR:  No.  The first column would be total deliveries into the franchise, so that would be system as well as direct purchase.

MR. VEGH:  Okay.  The next column?

MS. GIRIDHAR:  The next column would actually just be a TransCanada long haul so it doesn't include the short hauls.

MR. VEGH:  Okay.

MS. GIRIDHAR:  That number.

MR. VEGH:  And it only includes long-term, it doesn't include short term?

MS. GIRIDHAR:  We don't hold short term TransCanada as a rule.  It is pretty much FT which is called long-term, annually renewable FT.

MR. VEGH:  Okay.  So this is all -- because FT just means firm; right?  But this column is all long-term, long haul?

MS. GIRIDHAR:  That's right.  Typically it is a term of a year, but -- and renewable.  TransCanada has a term called ST FT for short term firm, and everything else is FT.

MR. VEGH:  Right.

MS. GIRIDHAR:  It this is all FT.

MR. VEGH:  Well, that is going to become important later on when we discuss things so I think the short term is firm as well; right?

MS. GIRIDHAR:  That's right.

MR. VEGH:  So why don't we talk about long-term firm and short-term firm.

MS. GIRIDHAR:  All right.

MR. VEGH:  Column 2 is all long-term firm.

MS. GIRIDHAR:  That's right.

MR. VEGH:  Sorry, you said it excludes something but I didn't get a note of that.

MS. GIRIDHAR:  It excludes our TransCanada short haul.

MR. VEGH:  Right.  And I see the gas delivered under these contracts have really declined -- first of all, there's been a major decline from 2003 to 2008, right from 82,000 to 24,000 or a million --

MS. GIRIDHAR:  that's right.

MR. VEGH:  -- gJ?  So what accounts for that decline over this period?

MS. GIRIDHAR:  In 2003, there was a very significant amount of capacity that was turned back to TransCanada.  Some of it was capacity that EGD turned back and substituted it with a tranche of Vector capacity.  So some of that would work its way in here, because the turnback was not on a calendar basis, so you know, you may not see the fully effect there.  But that would account for some of the change from 2003 to 2004.

Also in 2003, we offered turnback to our direct purchase customers.  And to the extent that some of this capacity might reflect capacity that we had but assigned to customers, or we did, you know, or used it for transporting western arrangements as well, well, when that turnback happened, that number reduced as well.

MR. VEGH:  So that's from 2003 to 2004, that's what accounts for that large --

MS. GIRIDHAR:  That's right.  We have allowed turnback in each of the subsequent years, so the decline since then would be capacity that was turned back by direct purchase customers that took an assignment from us.

MR. VEGH:  So that's what accounts for this decline here, that it was turned back by direct purchase customers.

MS. GIRIDHAR:  That's right.

MR. VEGH:  Sorry, did Enbridge turn back any of its capacity?


MS. GIRIDHAR:  We turned back capacity in 2003, that was not required -- that was substituted with Vector capacity.

MR. VEGH:  But since then you haven't turned back --

MS. GIRIDHAR:  Since then any turnback that would have happened, I am thinking, would have predominantly been turned back, that was offered to our direct purchase customers and then reflected in our turnback to TransCanada.

MR. VEGH:  Okay, but Enbridge as a counterparty, apart from the direction from direct purchase customers, has not turned back any firm capacity?

MS. GIRIDHAR:  I don't believe we did.

MR. VEGH:  Okay.  And so there is that big reduction from 2003 to 2004, and then from 2004 to 2008 it kind of goes back and forth.  It drops off to 2005, then picks up again in 2008.

Do you know what accounts for the annual variances in the amount of capacity?

MS. GIRIDHAR:  Right.  Actually, we did pick up some more capacity in 2008 and that was, again, as a result of our send-out modelling throughout the requirement for more gas.  I am thinking some of it was because we had some return of customers to the system, and you know the model recommended that we go out and get some more long-haul capacity and that is what we must have done.

MR. VEGH:  So all of the additional long haul capacity is from Enbridge and all of the reductions in long-haul capacity are from direct shippers?

MS. GIRIDHAR:  Directionally speaking, yes.  I cannot account for every gigaJoule, obviously, but that is pretty much...

MR. VEGH:  Now, in terms of Enbridge's portfolio, so you have some -- we went through the different components, some M12, some firm, long haul, some shorter haul.

Do you require -- I know you go through a gas supply plan when you come to the OEB.  But does the OEB actually approve your portfolio on any given year?  Or is it just the costs of the transportation?

MS. GIRIDHAR:  The OEB approves the costs.

MR. VEGH:  But they don't approve your supply arrangements?

MS. GIRIDHAR:  We are not required to come forward and seek approval of individual components.  They approved the supply plan, for sure, and then the cost consequences are approved, as well.

MR. VEGH:  Right.  So you will change your -- you will change your portfolio on the basis of what's in the best interest of your customers --

MS. GIRIDHAR:  That's right.

MR. VEGH:  -- and economics generally?

MS. GIRIDHAR:  Right.  The demand circumstances we're looking at, the budgeted demand, you know, the plan for peak day requirements, customer migration, all of those are factors that would come into the annual budgeting cycle.

MR. VEGH:  Okay.  I would like to ask you some -- break for lunch or something or do want me to storm ahead?

MR. SCHUCH:  Why don't you storm ahead.  At some point we need to take a lunch break.  I was thinking of about 1:00 because probably some people are getting, frankly, hungry.

[Laughter]

MR. SCHUCH:  If now is a good time to quit or if you want to keep forging ahead until 1:00?

MR. VEGH:  Sure.  Why don't we go until 1:00?


I would like to ask you some questions now on how this specific proposal that you have tabled with the OEB has evolved, where it came from, how it was initially proposed and how it has now changed.

So we should go to your two pieces of evidence on this, C-1-8 and C-1-10.


In C-1-8, which was your initial evidence, you said that you -- I am looking at paragraph 7.  This is where you kind of lay out your point, which is that you looked at the TCPL index of customers --

MS. GIRIDHAR:  Hmm-hmm.

MR. VEGH:  -- and you found that firm contracts made up 64,000 gJs a day, but direct shippers actually delivered 521,000 gJs a day, and you said there is a gap there.

So that there was about 457,000 gJ a day that was -- I will just call it at risk?

MS. GIRIDHAR:  That's right.

MR. VEGH:  In your revised or your updated evidence, you say that the requirement of firm transportation would apply to an incremental 200,000 gJs a day.

So I am just trying to understand the adjustment from what you said initially, that there was about 450,000 gJs a day at risk, and you are now saying your solution should cover about 200,000 of that.  Can you just take me from the 457 to the 200?

MS. GIRIDHAR:  Yes.  So the 457,000 gJs reflected all of the gas, as you mentioned, that we determined did not have a firm piece of transport underpinning it.  Whether it meant that it was -- so it was really net of assignments and net of non EGD-held transport to the franchise.

Now, that consists of two categories of Ontario-T customers.  There is one component which we call agent-type arrangements, which is largely small-volume customers that essentially have their supply arranged on their behalf by their agent.

Then another piece would be large-volume customers that make their own transportation arrangements.  So when we drilled down into this a little more, we came to the conclusion that there were in excess of 400,000 customers, largely residential customers, that had their gas supply arrangements with an agent.  And there was approximately 3,000 - presumably, all large-volume customers - that made their own arrangements.

The volume breakdown -- and I think you can see that in tab -- schedule 10.  Schedule 10, page 8.

So lines 1 and 2 give you that quantitative information, one being the daily delivery obligations, and the second one being the number of customers.

And essentially EGD's concern is that to the extent we have small-volume customers that are being served off non-firm arrangements, we still have an obligation to deliver gas to them, but it is limited by the fact that we have to receive the gas in the franchise area.  Certainly our gas delivery agreement with the agent indicates that the agent has the obligation to deliver gas to the franchise, and we then have a reciprocal obligation to deliver the gas to the terminal location.

If the agent does not deliver the gas, then we are relieved of our obligation, as well.

Now, you can understand for the vast majority of residential customers on an actual day, if this were to happen, our gas control group would have no way of determining who and which residential street is being served off a broker or under an agent-type arrangement vis-à-vis a firm sales arrangement.

We would have no ability to actually enforce that in a manner that was meaningful for gas -- from an operational perspective.

On the other hand, with the Ontario large-volume customers who may be having the exact same type of arrangement, we can certainly go through our list of our largest firm customers fairly quickly, and, if required, I suppose, send a gas fitter out to shut gas off.  I mean, that is a possibility that actually exists for a large-volume customer and does not exist for residential customer.

So we decided that maybe, given the scale of the change we're proposing here, we want to take a phased approach.  Well, which is segment of the market should we target first?  It seemed pretty obvious to us it should be focussed on the small-volume customers, because (a) they're too numerous, and (b) we don't actually have the ability to shut them off if we don't deliver the gas.

MR. VEGH:  You're saying for the large-volume customers, your basic point is they can be individually shut off, while the small-volume customers could not be?

MS. GIRIDHAR:  That's right.  I do recognize in the evidence that 3,000 customers is also a lot of customers.  We may not be actually able to get to each one of those in that instance if, you know, all supply failed.  The reality is that we could possibly target a small number of very large customers fairly quickly, and we certainly would not be able to do that for the small-volume customers.

MR. VEGH:  So is the idea here to cut off the customer who fails to deliver or cut off -- or treat larger customers if they were interruptible for sort of a failure to deliver for the class?

MS. GIRIDHAR:  Our emergency or contingency plan does not really talk about directing curtailment only to customers who have failed to deliver.  It is our gas delivery agreement that gives us that right.

In the event of an actual supply shortfall, if you actually have to put your gas control hat on and say, What is the quickest thing I can do to maintain pressures on my system, in that instance you would actually go out to your largest customers, irrespective of whether they failed or not.


Certainly you could make every attempt you possibly could to make sure you directed it at those customers who did not deliver.

You would not have a one-for-one match within the timeline that you need to act under.

MR. VEGH:  Well, you don't have a protocol in place by which you could shut off the gas for large customers who failed to deliver.  You would just do it more systematically, cutting off gas to your larger customers?

MS. GIRIDHAR:  You certainly have a protocol.  We could probably direct you to Shell number 5, I-12-5.  This is actually a presentation that was made to our executive team, page 4 of 5.

I have actually lost the ability to read fine print now, but if you look through the first line on that page, you will see the protocol we have with respect to curtailment.  The first thing we would do is obviously take all interruptible customers off, if we had a supply shortfall.


The next thing we would do is what we call phase 1; would be the largest customers we have on our system.  That would be those over 1.5 meters.  We have a term there that says "accept avoids", and maybe I will let Ian explain what "avoids" would be.

MR. MACPHERSON:  Yes.  We have certain customers, due to the nature of their manufacturing operations, that would be -- their plant could be severely damaged, so we lower their priority.


I will give you an example of a gas manufacturing facility.   The nature of their furnace is that if they were to cease to receive natural gas, they would incur significant damage.

So we rate them lower and put them on the lowest rating of priority, and they would be the last customer to come off of service.

Similarly, we have lower ratings for hospitals and public buildings where people need heat for their well-being.

MR. VEGH:  So this protocol that you are pointing to in this deck, this addresses, again, customer classes or categories, not individual defaulting customers?

MS. GIRIDHAR:  That is right, because this is -- I think I should mention here that the issue around non-firm arrangements is something that has certainly concerned us in the last couple of years.


These protocols have been in place for decades, and they're really intended to manage emergency situations where you have a supply shortfall, or any instance that is jeopardizing the safety and integrity of your distribution and the safe, reliable delivery of gas.


So these are obviously, you know, address a more comprehensive set of circumstances.


We looked to our gas delivery agreement that gives us the right to shut off a customer who hasn't met their obligation to deliver gas to us.  Fundamentally, I think what we're saying here is that our obligation to provide firm service can only be as firm as the receipt of that gas into the franchise area.


To the extent that the arrangement is firm and the gas is assured, there is no reason why we wouldn't be able to deliver gas to the end-use customer.  But what we perceive today is a gap, in that we have a set of planning criteria where we go out and plan for peak day.  There is a presumption that 15 percent of those arrangements -- which are arrangements that we don't make but the direct purchase market makes by themselves -- is also firm and we're unable to validate that.  Certainly we believe in this functioning marketplace but there is some, you know, what I would call opacity in how the gas is getting there.


We don't see this as a firm arrangement to the franchise.  We are asking the question, if that gas does not show up, what would we do?


And the answer is we would institute our emergency curtailment processes, and when we looked at those curtailment processes and we said, Well, let's say 400,000 gJs does not show up because that is the extent of the requirement here, well we may have to go down the list of up to 1,000 customers very quickly to make sure we, you know, we manage the supply shortfall.  Sorry.


MR. VEGH:  Are you done?


MS. GIRIDHAR:  Yes.


MR. VEGH:  I wanted to make sure I gave you the opportunity to launch into a defence of your position today, so I think I did that, but I think you also did answer my question if the first few words of that discussion.


So why don't we leave it at that for now.


When we talk about this distinction then between the large-volume customers and small-volume customers and your point is made clear about, that you use ABC service as kind of a proxy for who is a large volume and who is a small-volume customer.

MS. GIRIDHAR:  We use ABC as a term to denote an agent-type arrangement, so customers who get their gas from an agent.


Strictly speaking, I mean they are mostly small-volume customers, but it is also possible some large-volume customers also take the same kind of service residential customer takes.

MR. VEGH:  So there could be some large-volume customers who are served under an ABC but would be caught within the net of your proposal?


MS. GIRIDHAR:  They would fall within that, yes.


He's talking about if they were under an ABC arrangement.

MR. MACPHERSON:  Some customers have ABC arrangements of their own where they want to build their own locations and they would not fall under this arrangement.  So they contract directly with Enbridge for distribution services or direct purchase services.  They would not fall under the scope of our proposal.


MR. VEGH:  But a direct purchase customer who is a large volume customer but who has an ABC service and they're served by a marketer, would fall under this proposal, even though they meet the other qualifications of these large-volume customers?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  So I think that is something to consider and I will just let you know Shell's position on this.  Obviously, Shell is concerned with the entire proposal and will oppose it, but on this particular issue that even if you are successful in getting this proposal for smaller volume customers, then Shell's position would be it should really be focussed on smaller volume customers, and ABC is a bad proxy for this, for small volume customers, because it also includes some large-volume customers.


So perhaps something, you can give more thought to how you might want to tailor this to really be aimed at small-volume customers as opposed to -- in other words, have a better proxy than ABC.


MS. GIRIDHAR:  I appreciate the point.


Just, I want to note that we need a criteria that is implementable, and this is something that, you know, using the agent-type description is something that we believe we can implement.

I should also point out, George, that we've talked about a phased approach and further fine-tuning going forward, and in subsequent proceedings.


MR. SCHUCH:  Mr. Vegh, would this be an appropriate time for a lunch break?


MR. VEGH:  Sure.


MR. SCHUCH:  Why don't we do that?  Why don't we reconvene at 2:00 p.m.

--- Luncheon recess taken at 1:04 p.m.


--- Upon resuming at 2:02 p.m.

MR. SCHUCH:  Welcome back, everybody.  Mr. Vegh, would you like to continue?

MR. VEGH:  Thank you.  Good afternoon, panel.  I would like to ask you some questions arising from your response to Shell Interrogatory No. 5.

The response to that interrogatory provided a number of attachments and correspondence.  There is just some miscellaneous missing pieces I would like to ask you about.

The first is at attachment 2, page 2 of 8.  There is an exchange of e-mails from -- well, from you, Ms. Giridhar to Steve Emond at TransCanada.

His e-mail to you dated March 19th, 2008 refers to a couple of attachments, firm contracts to CDA and EDA as of November 1, for the last five years.

You didn't provide the -- or the response to the interrogatory did not provide the attachments.

MS. GIRIDHAR:  Yes.

MR. VEGH:  Can you please provide the attachments?

MS. GIRIDHAR:  Sure.  We can certainly provide that attachment.  The other attachment has nothing to do with the proceeding.

MR. VEGH:  Oh, the submission to the NAESB?

MS. GIRIDHAR:  Yes.

MR. VEGH:  The attachments I am looking for are the attachments addressing firm contracts to CDA and EDA as of November 1, including both long-term firm and short-term.

MS. GIRIDHAR:  Yes, we can certainly provide that.

MR. VEGH:  Thank you.

MR. SCHUCH:  We will assign that exhibit No. TCU2.7 to that undertaking, to provide the attachment to the e-mail.
UNDERTAKING NO. TCU2.7:  To provide attachments referred to in Shell Interrogatory No. 5, attachment 2, page 2 of 8.

MR. VEGH:  Now we have asked you generically for your correspondence with TCPL on this issue, and you provided that.  Is there anything else?  Are you withholding production of some of these materials on the basis of confidentiality or privilege, or have you basically handed over what we have requested?

MS. GIRIDHAR:  With respect to your question, which was all communication on this issue, we do have this e-mail on the issue.

I believe I received a table or an Excel file that also showed operational flows, and that was incorporated into the EMT presentation.  That is also provided.  So there are lots of numbers in the other one, but the output of that is in here, so that attachment was not provided to you.

It was a request that was made, and they provided us five years of operational flow data on November 1, and I believe, since, then TransCanada has also provided that information in some interrogatory responses.  I can't recall.  Was it to Shell or CME perhaps?  CME.

MR. VEGH:  Okay.  But there is nothing that you are claiming privilege or confidentiality over?

MS. GIRIDHAR:  No.

MR. VEGH:  That's a "no"?

MS. GIRIDHAR:  On the issue, the answer is "no".

MR. VEGH:  So then you have no objection to TransCanada providing its records of communications between Enbridge and TransCanada on this issue?

MS. GIRIDHAR:  I do not have any objection.

MR. VEGH:  Thank you.  The same exhibit, if you go to page 6, there is a reference -- this is an internal communication, I think.  This is an e-mail from I guess you, Mr. Irani.  There is an attachment here in this interrogatory, as well, direct shipper EMT.

MS. GIRIDHAR:  That's right.  That is what I was referring to, the -- well, what was provided was the consolidation of the firm contract information, as well as the flow in the presentation.  Oh, are you asking me what was deleted?

MR. VEGH:  Yes, yes.

MS. GIRIDHAR:  That's the presentation to the EMT, which is also attached in the same response.

MR. VEGH:  So, sorry, have you provided the presentation?

MS. GIRIDHAR:  Yes, I have.

MR. VEGH:  So that's the PowerPoint presentation a few pages earlier?

MS. GIRIDHAR:  That's right, yes.

MR. VEGH:  The date seems different, though.  It looks like the date --

MS. GIRIDHAR:  It was a draft, and we ended up going before the MTO on September 15th.

MR. VEGH:  Do you still have a copy of that draft?

MS. GIRIDHAR:  I don't know.  I'd have to take a look.

MR. VEGH:  Can you check if you do, and if you still have a copy of the August 8th draft, to provide me with that?

MS. GIRIDHAR:  Yes.

MR. SCHUCH:  Shall we assign an undertaking for that?  TCU2.8, to check to see if there is a version of the earlier draft.
UNDERTAKING NO. TCU2.8:  TO Check if there is an earlier version of draft of PowerPoint presentation.

MR. VEGH:  Okay, thank you.

And so the evidence you have provided here pretty clearly sets out a chronology.  I won't take you through all of it, but what's not clear from here is:  When did you start communicating Enbridge's concerns on the firmness of the supply issue to direct purchase customers?

[Witness panel confers]


MS. GIRIDHAR:  I would have to say that based on the way the timing worked out, we obviously spent a significant amount of time internally assessing the issue, and you can see from the memos attached that there was some internal discussion.

By the time we went before our executive team, it was September the 15th, 2008 and evidence was due fairly soon thereafter.  So I believe that we did not actually have communication with direct purchase customers prior to filing the evidence.

MR. VEGH:  Have you discussed with direct purchase customers the practicalities of implementation of your proposal by November 1, 2009?

MS. GIRIDHAR:  We, in response to one of your -- one of the IRs, and I think it might have been Shell No. 5, there is an allusion to a stakeholder meeting.  And that meeting was convened to generally discuss concerns that stakeholders would have with that proposal.

MR. VEGH:  But did you ever sit down around the table with direct purchase customers and hear their views on whether or not it is practical to implement this by this November?

MS. GIRIDHAR:  As I said, the stakeholder meeting was a forum where we were looking for feedback from customers on our proposal, in general, including implementation.

MR. VEGH:  So that is it, then?

MS. GIRIDHAR:  That's right.

MR. VEGH:  I would like to ask you a bit about short-term firm contracts.  One element of your proposal is that the contracts not only have to be firm, but that they have to be long-term; is that right?

MS. GIRIDHAR:  They have to be FT, that's correct.

MR. VEGH:  They have to be long-term FT, not short-term?

MS. GIRIDHAR:  Not ST FT, as described by TransCanada, yes.

MR. VEGH:  You discuss short term.  The only place I have really see a discussion of this in your evidence is at page 4 of your supplemental evidence.  That is schedule 10, paragraph 9.

You say there that short-term firm may not work because the availability is not assured.

MS. GIRIDHAR:  That's right.

MR. VEGH:  Now, when you say availability, are you referring to the availability of the service or -- the availability of the service under the contract, or the availability of the contract itself?

MS. GIRIDHAR:  I'm going to ask you to give me the reference again.

MR. VEGH:  Yes, sure.  It is at page 4, paragraph 8.

MS. GIRIDHAR:  I'm sorry, could you then repeat your question?


MR. VEGH:  In that paragraph, you say the availability of short term firm transportation during constraints is far less assured than firm transportation that is held year round and is renewable.


So my question for you is:  If a customer, if a direct purchase customer actually has a contract for short-term firm transportation, then that service is available during a constraint, isn't it?


MS. GIRIDHAR:  If a direct purchase customer has a contract for short-term firm, for the period we are talking about, yes, that service would be available --

MR. VEGH:  That's the period under the contract?


MS. GIRIDHAR:  The period under the contract would be 365 days, and I don't believe ST FT is available for 365 days.

MR. VEGH:  No.  What I said -- what I thought I heard you saying was that for the period of firm service contracted for under the short-term contract, the service is available during a constraint.


MS. GIRIDHAR:  If the constraint occurs during the period that it is contracted for, yes.


MR. VEGH:  All right.  And short-term firm service has firm priority?


MS. GIRIDHAR:  That's correct.


MR. VEGH:  And you say the contract does not have renewal rights, and I understand that.  Are there any other concerns with the short-term firm service contract?


MS. GIRIDHAR:  The concern is around the fact that -- it's really going back to our criteria for plan for peak day which is that we have arrangements in place for the year, and arrangements that can be called upon in a firm manner.


The concern with ST FT is that if it is something that is open as an option and we are looking at up to 500,000 gJs -- because this was assuming it is all of our direct purchase customers -- then there is no way of knowing every single year if that amount of ST FT is, in fact, available and if it will in fact be awarded to the customers in the franchise area.


So from a peak day planning perspective, it is certainly nowhere near as good as having a FT contract, and that is annual and renewable.


MR. VEGH:  I guess that -- well, I will discuss with TransCanada the availability of these contracts.  My point is this, though, that if someone -- so actually, I don't want to argue it.  I will just ask you to sort of clarify then, that it still seems to me you're talking about the renewal rights that you are concerned about, because you don't know if it's going to be there the next year and the next year, and next year after that.

MS. GIRIDHAR:  Fundamentally that's the issue.  Also it's the extent of its availability even for the current year. 


Because it has -- certainly TransCanada can talk to their process around STFT, but my understanding is its availability and the quantum of it is not necessarily as assured as maybe FT is, just based on the timing of when it is offered and how it is offered.

MR. VEGH:  Right.  So that information is probably better to come from TransCanada than from Enbridge; right?


MS. GIRIDHAR:  I would think so, yes.


MR. VEGH:  Now, I notice as you were developing this proposal internally, you -- I will just refer you to interrogatory response page 4 of Exhibit I, page 4 of the Shell interrogatory, request No. 5.


There's a -- yes.  Exhibit I, tab 12, schedule 5, attachment 2, page 4.  It's an e-mail from you, where you go through some of the options and questions that you are considering at that time, which is May of 2008.


You ask yourself these questions, do we -- question number 2 is:  Do we need shipper to demonstrate firm contract for 12 months or for winter only?


And so that winter-only contract, that would be a short-term firm contract?


MS. GIRIDHAR:  That's right.


MR. VEGH:  Did you carry out an analysis of this option internally?


MS. GIRIDHAR:  We had some discussion and certainly the outcome of that discussion is what I just summarized for you.


MR. VEGH:  But you didn't prepare a written analysis of this particular option?


MS. GIRIDHAR:  Not really, because we are – you know, while the service is firm, we are not in control of when and how much is offered.  Therefore we couldn't have really done a full written analysis or quantitative analysis of --

MR. VEGH:  So then what you shared with me today and what you said in your evidence is really the extent of your analysis of this issue?


MS. GIRIDHAR:  That's right.


MR. VEGH:  I would like to ask you some questions about the cost of this proposal.


As you know, Direct Energy has prepared an estimate of the cost of this proposal of $53 million to the market, and incremental TCPL revenues of about $87 million.


The basis for that is elaborated in an interrogatory asked by CME, Interrogatory No. 3.  Just for the record the reference is Exhibit I, tab 17.  I am not asking you whether or not you accept the Direct Energy evidence on cost.  If you want to turn it up, that might be the simplest way, panel.


So you see their response to CME Interrogatory No. 2?  It is actually 2 and 3, one cost to market of 53.4 million to unwind contracts and another cost being the incremental cost of firm transportation of 86.9 million a year.


Does Enbridge have any evidence on what the cost will be of this proposal?


MS. GIRIDHAR:  I should probably go through our costing methodology today, so perhaps you will bear with me there.


In our rates today, all customers pay the weighted average cost of transportation.  And in that weighted average cost of transportation, we reflect Enbridge's own portfolio -- and you have seen the portfolio from the response to Direct too.  In addition, Enbridge actually pays all of the Ontario ABC arrangements, an amount equal to TCPL's long-haul FT tolls.


So both of those costs are incorporated into our weighted average cost of transport.


So essentially from the end-use customer's perspective, that transport is already paid for because it is an element in our costs -- in our gas costs and it is an amount that is limited to agents under the ABC arrangements.

So when we look at it from Enbridge's perspective, the end-use customers, whether they're system or direct purchase -- have paid for a portfolio that is the weighted average of Enbridge's own portfolio and TCPL and long haul through the equivalent of the Ontario ABC arrangements.



MR. VEGH:  I understand what you have done from sort of a regulatory accounting perspective.


The other perspective on this is that if there is an incremental requirement of 200,000 gJs a day for firm, long-haul, long-term transportation there will be a cost to that.  Direct has quantified that cost at around $86.9 million.


Do you have an alternative cost that you would put forward as an appropriate measure for the cost?


MS. GIRIDHAR:  My understanding of the determination of Direct's cost is basically TransCanada's current long-haul FT tolls, times 200,000 gJs.


I certainly could attest to the math, mathematics of that calculation.  I would not be able to tell you how that would compare with an alternative cost because for all intents and purposes what we see and what we cost is the long-haul toll times the Ontario ABC daily delivery obligation.

I should note, however, if the implication is that this was an incremental cost, it must presume that gas flows on a costless basis today from Empress to the Enbridge franchise.

MR. VEGH:  Or that there is a difference in cost between the services that are currently used and the services that you are asking the Board to order?

MS. GIRIDHAR:  Equal to $89 million?

MR. VEGH:  Well, that's what I'm asking you.  What do you think that equals?

MS. GIRIDHAR:  I wouldn't know what it equals, because it's an arrangement that the direct purchase agent has with their supplier and I wouldn't be privy to that arrangement.

MR. VEGH:  So we're left with the Direct number, and you're basically saying you don't have any other way of -- or any other number to put forward as to what the costs could be?

MS. GIRIDHAR:  Other than to note that that reflects that the alternative is costless.

MR. VEGH:  Right.  But you have no better guess at what the cost would be?

MS. GIRIDHAR:  I do not.

MR. VEGH:  One final thing on the cost.  Assume --

MS. GIRIDHAR:  Sorry, I just wanted to clarify that.  I think I already addressed the question of the impact on the end-use customer from the perspective of how it is costed and charged to the end-use customer, so I just want to clarify your question is really:  What are the costs of making the arrangements for the agent relative to procuring long haul capacity?

MR. VEGH:  No, with respect, it is the societal cost.  If Ontario is adding an additional $89 million to TransCanada and that's a cost to the province -- and whether that cost is borne by marketers or customers is not really relevant for the purposes of my question.  I am looking at:  What is the cost to Ontario of doing this?

MS. GIRIDHAR:  I guess my response is that that $89 million is already incorporated into Enbridge's gas cost today, because that $89 million - or perhaps the number is slightly higher than that - is in fact paid out to agents on behalf of their customers for the arrangements that they are presumed to make for their customers.

MR. VEGH:  Yes, I understand what you're saying.  But if there is an incremental cost, that is, by definition -- if customers now -- if direct purchase customers do not now have long-term contracts and they're required, as a result of the Board's order, to enter into long-term contracts, then there will be a cost to those customers for those long-term contracts.  That's obvious, isn't it?

MS. GIRIDHAR:  Sure.  I guess I am just noting that that -- the cost of that capacity is already recovered in rates today.  So somewhere there must be a presumption that somebody has to go out and get twice as much capacity, because for all intents --

MR. VEGH:  I think the only assumption is that it is going to cost more.

MR. CASS:  Well, George, I think we are degenerating into argument here.  I think Malini has made the point very clear repeatedly, and I don't think it is advancing things to argue about it.

MR. VEGH:  If she would just agree with me, we could stop arguing.

Let me just ask you -- why don't we park that and let me ask you one final question on costs, and you can enlighten me on how your current incentive regulation program works.

But I think there is some evidence from TransCanada that -- assume there is an incremental 200,000 gJ of firm capacity contracted for as a result of this proposal.  I think the argument, or the position is that if that leads to an incremental revenue, and say it leads to an incremental revenue of $80 million for the purposes of argument - I am not asking you to accept that, but just assume that - TransCanada said, Well, some of that is going to go to reduce the cost of existing firm contract holders.  Enbridge is an existing firm contract holder; right?

MS. GIRIDHAR:  That's right.

MR. VEGH:  So under this theory, Enbridge's cost -- its transportation costs will go down if there is an additional contracting for firm transportation; right?

MS. GIRIDHAR:  Are you asking me if I agree with that statement?

MR. VEGH:  I am asking you, so far, just agree you can follow the logic of the hypothetical I am giving you.

MS. GIRIDHAR:  Well, certainly every shipper on the main line would benefit from reduced tolls, but I should reiterate that Enbridge's view on this whole issue is one of system reliability and ensuring that there is adequate firm transport to the franchise to meet peak-day requirements.

MR. VEGH:  I think Mr. Cass was instructing us both not to argue.  I just wanted to see if we agreed on that.

MS. GIRIDHAR:  Yes.

MR. VEGH:  So the costs for all contract holders will go down?

MS. GIRIDHAR:  Presumably, if --

MR. VEGH:  Enbridge is one of those contract holders?

MS. GIRIDHAR:  That's correct.

MR. VEGH:  Under your current incentive regulation -- current rate regime, if your costs go down, are those costs -- if your transport costs go down, are those costs passed through to customers, or are those costs saved by Enbridge?

MS. GIRIDHAR:  They're passed through to customers.

MR. VEGH:  Thank you.  Those are all of my questions.

MR. SCHUCH:  Thank you, Mr. Vegh.  Who is up next?

MR. DeROSE:  I will go.

MR. SCHUCH:  Mr. DeRose.

MR. DeROSE:  Unless you want to?

MR. KILLEEN:  I can go.

MR. SCHUCH:  Mr. Killeen.
Questions by Mr. Killeen:


MR. KILLEEN:  I will be relatively brief.  I just want to put into context that ECNG represents a number of ends users.  Those end users are commercial, institutional, industrial-type customers.  We act as their agent.  So I just want to make sure that it is very clear that I am here representing the buyers' perspective, and it is not residential consumers.   So I just have a few questions just to clarify some of the discussion, really, that has occurred already today.

The first one, if I could just quickly turn to Direct, the response to Direct Energy No. 1.  In that, you were requested to provide unutilized capacity to your franchise, and I certainly appreciate you aren't privy to all of that information.  But my brief question is:  Of the TCPL that is contracted for by Enbridge, I assume that the answer to that would be there is no unutilized capacity and that it all flows at 100 percent load factor; is that correct?

MS. GIRIDHAR:  That is correct.

MR. KILLEEN:  Thanks.  The second one, if you could quickly just turn to Direct Energy 27?  That's Exhibit I, tab 9, schedule 27.

MS. GIRIDHAR:  Yes.

MR. KILLEEN:  I am just trying to understand the logistics of proving that you have firm transportation each November 1 --

MS. GIRIDHAR:  That's right.

MR. KILLEEN:  -- and contrasting that with direct purchase contracts with the utility are scattered throughout the year.

MS. GIRIDHAR:  Yes.

MR. KILLEEN:  You could potentially end up with a mismatch of the term of your direct purchase contract or direct purchase agreement with the upstream transportation, which would be commencing on November 1 each year; is that fair?

MS. GIRIDHAR:  That is correct.

MR. KILLEEN:  Do you have any comment at all as to that inconsistency and how that may affect the customer?

MS. GIRIDHAR:  Well, I guess, in our view, there's nothing preventing the agent from acquiring capacity to match the term of their pool.  Our requirement is as of November 1.

MR. KILLEEN:  Or the upstream transportation?

MS. GIRIDHAR:  That's right.  So we are not actually requiring that all upstream contracts be for the period November 1 to October 31.  All we're requesting is that there is a demonstration by November 1 that there is firm transport underpinning the -- the obligation.

MR. KILLEEN:  Following up on that, one of the outcomes of this entire exercise, should it all be implemented, would that a number of direct contracts could now be commencing on November 1 to align with the typical requirements and start dates of TransCanada FT contracts.

In other words, we all could be very busy on October 31, both at the utility and at the consumer end, making sure that everything is aligned up on that date, instead of the staggering and smoothing out of that workload that we have today?

[Witness panel confers]

MS. GIRIDHAR:  I cannot speak to TransCanada's requirement that every single contract start November 1.  I am not aware that that is the case.

MR. KILLEEN:  Will you accept that, subject to asking a later panel, that the vast majority of the TransCanada contracts would be commencing at that date?  So if one were to line up direct purchase arrangements with TCPL FT, one of the outcomes could be that everything renews at that time?

MS. GIRIDHAR:  Well, let's -- I guess we would have to check up on that.  I couldn't agree with your statement just yet.  Let me just put it that way.

MR. KILLEEN:  That's fair.  I just wanted to put the proposal to you.

Now, there has been earlier dialogue regarding the question of who does this apply to, and the evidence was referenced in some cases, you know, in schedule 10 of the Exhibit C, tab 1 and it talks about, that this would apply to the small volume consumers.

Then at other times specifically at page 11 of that evidence, it references ABC customers.

So I am just wondering, again, if in 30 seconds or less, we could clarify who this would apply to.  Why I am having difficulty is that the client base that I represent could be above your rate 1.  It's not residential.  And it could be on ABC or it may be simply on a bundled-T arrangement.

So if you could just clarify, perhaps, as Mr. Vegh was asking similar questions earlier, who this would apply to, it would be very helpful.

MR. MACPHERSON:  Specifically in our proposal, we have culled out that we propose that it would be agent-type ABC customers contracting on the Enbridge system.  So more specifically, agents that have a master services agreement and create pools and with unaffiliated customers with ABC service on Enbridge, this proposal would apply.

So if you have customers that you are representing that you just, you have an agency relationship with and you're purchasing supplies on their behalf or contracting on their behalf, it would not apply.

MR. KILLEEN:  So another way, if I may, of saying that is that if I have a DPA with the utility that's in my company's name -- being an agent -- then it would apply to those customers?

MR. MACPHERSON:  If it was an ABC billing service arrangement, yes.

MR. KILLEEN:  Thank you.  Now, I am also going to throw forward a proposal to you and this goes to the implementation costs, and again following up on some of the earlier discussion.

Direct Energy, in its evidence, identified a $53 million cost to unwind transportation arrangements.   What I would like you to consider is that if clients already have their transportation lined up.


[Laughter]


MR. KILLEEN:  How dare you?

MR. ROSS:  That's a hint.

MR. KILLEEN:  Hands off.


[Laughter]


MR. KILLEEN: Sorry, I lost my train of thought now.

MR. CASS:  It worked.

MR. KILLEEN:  If customers have transportation and their supply arrangements already lined up for this coming November, I believe that $53 million estimate was assuming that 200,000 gJs would have to be sold off of transportation arrangements that are currently in place.  Is that your understanding of...?


MS. GIRIDHAR:  I really can't speak to that number.

MR. KILLEEN:  Well, for fun, let's just assume that is the case, because a large number of these supply and transportation arrangements for our clients are already in place this November.

So if we have to all of a sudden sell those and incur a loss, selling it below what we had contracted for, that would be a significant harm to those customers.  Then of course, they would then go and replace it with TCPL FT at, you know, the cost that is included in your distribution rates.

But that loss could be a significant hit to the Ontario economy.  So my quick question is:  If it were to be sold at a loss, the existing transportation arrangements, who should bear those costs?

MS. GIRIDHAR:  Let me clarify --

MR. KILLEEN:  Or is there a statement in your evidence that identifies where those costs would...

MS. GIRIDHAR:  Perhaps I could just clarify, again.  We are talking about the agent-type Ontario ABC arrangements today that will have this requirement.

Under these arrangements, the company, today, compensates the agent for TransCanada's long-haul FT tolls times the mean daily volume supplied under the arrangement.

So I guess, in my view, there is that compensation already in rates today.


[Laughter]


[Technical difficulty]

MR. KILLEEN:  It sounds like things have cleared up, Colin.

MR. SCHUCH:  I fixed it.

MR. MACPHERSON:  So just to comment.  The comment you were making about your customers, to my understanding of ECNG's business model, you have largely customer-type master services agreements in place for which you are the managing agent for those agreements; is that correct?

MR. KILLEEN:  There are a couple left, yes.

MR. MACPHERSON:  So those customers would be unaffected and they would not be required to unravel their upstream arrangements.

MR. KILLEEN:  Just to be clear.  I am not necessarily asking specifically about our company situation and our clients, but there are a number of other agents in our market niche that are affected in a very similar manner.

Thank you for that answer.

My last -- I guess my second-last area.  The proposal is to provide proof in the form of a firm transportation contract according to your evidence.

My understanding of the way the direct purchase is facilitated is that an end user or agent, whomever has a contract with Enbridge that obligates them to deliver firm deliveries to the Enbridge CDA, the Enbridge EDA, then what that customer will then do is go to a third party, and let's call it Acme Energy, it could very well be a $10 billion triple-A rated entity, and they then procure supply arrangements and that Acme Energy is then obligated to deliver those exact sale volumes at the Enbridge CDA and Enbridge EDA.

So my question is -- and on a firm basis, let me just add that.

So my question is, would providing those supply contracts be sufficient proof, in your mind, that would satisfy your concern about system reliability?

[Witness panel confers]

MS. GIRIDHAR:  I guess there are a couple of things I should say that, to date, the condition that we had with respect to accommodating turnbacks since 2003 is that all deliveries to the franchise should be on a firm basis.  So that is, you know, definitely a requirement to date.


What we have observed is that there really isn't any corresponding level or even -- I mean, essentially there is just a fraction of that firm commitment that appears to be coming off of firm transport commitment to the franchise, and that is the issue we are trying to resolve here, which is, from a system reliability perspective, we believe that unless we see firm contracts to the franchise area --

MR. KILLEEN:  Firm transportation contracts.

MS. GIRIDHAR:  -- firm transportation contracts, that there isn't really any assurance that delivery is, in fact, firm.  That is the point that has been made here.

We have got, you know, approximately 8 percent of direct purchase deliveries being delivered off firm transportation contracts to the franchise, and there is about 10 percent that is taking an assignment from us.

So barring that number, the rest of it is all coming from presumed non-firm transport.

Our requirement - and it is there in paragraph 27 - is that we really are looking for either a pipeline contract number in the customer's name, which means they have gone out and contracted themselves -- forgive me, the agent's name.  So either they have gone and contracted themselves, or they could have received some kind of temporary assignment from another party that has the contract, in which case, again, there would be something that would be linking that agent to that transport.

Essentially what we need to see is some indication that the agent has a right to firm transport; he has firm-transport right.

So if a third party supplier is willing to provide a letter that says, Here is the firm transport to the franchise, and this agent has the rights to that transport, that would be acceptable.

MR. KILLEEN:  I thought the answer was just simply going to be "no".  I think that is what I just heard; is that fair?

MS. GIRIDHAR:  Yes, I think --

MR. KILLEEN:  That's your position?

MS. GIRIDHAR:  The presumption that delivery is firm would not suffice.  There needs to be something that links the obligation to firm transport.

MR. KILLEEN:  Thank you very much.  Those are my questions.

MR. KAISER:  Thank you, Mr. Killeen.  

Mr. DeRose?
Questions by Mr. DeRose:

MR. DeROSE:  Panel, if I can -- I am actually going to follow up on a question that Mr. Killeen asked you.

When he was asking questions about the alignment of TCPL contracts and direct purchase contracts to November 1st, I believe you indicated you would have to look at that and see whether you agree with it, whether that is the case.  Did I understand that right?

MS. GIRIDHAR:  Yes.  I guess I did not understand that all TCPL FT contracts needed to begin on November 1, and that was what I needed to confirm.

MR. DeROSE:  Is that something -- that's not something that would be difficult for you to confirm, would it?

MS. GIRIDHAR:  No.  We could do that.

MR. SCHUCH:  Perhaps we should have an undertaking.

MR. DeROSE:  That's exactly what I was going to ask.  If I could add to the undertaking --

MS. GIRIDHAR:  Could you just ask TCPL here?

MR. DeROSE:  We will, but I was actually going to add this to the undertaking or the request to the undertaking:  If, in fact, you do agree that it is November 1st, what steps -- or how would Enbridge accommodate the need for alignment between direct purchase -- existing direct purchase contracts and the November 1st date?

MS. GIRIDHAR:  I still think, since the undertaking is conditional on what TCPL responds to that question, perhaps we should ask them.

MR. DeROSE:  My difficulty is that once you are off, I can't ask you this.

So, I mean, unless we want to ask -- I mean, if someone wants to ask TransCanada right now, I guess we could.

MR. MONDROW:  They're not sworn, anyways.  Just ask them.

MR. DeROSE:  Is he right?

MR. EMOND:  Assuming the majority of the contracts expire on -- are eligible for expiry on November of this year, but by no means -- we will accept the terms.  Actually, in response to Direct 7, we set out a table that shows April 1 and November 1 renewals.  So there are renewals that happen throughout the year.

So certainly November is the largest, but it is by no means the only time that contracts expire.

MR. DeROSE:  So from your perspective, if there are a variety of periods that direct purchase contracts in Ontario are running - it could be October 1st, November 1st, December 1st - TCPL has the flexibility and would be willing to accommodate those different dates?


MR. EMOND:  That's correct.

MR. DeROSE:  Okay.  The undertaking is not required, from my perspective.

MR. SCHUCH:  So there is no need.

MS. GIRIDHAR:  Thank you.

MR. DeROSE:  Panel, could I take you to CME No. 25?  It is Exhibit I, tab 4, schedule 25.

Just to give you the background for this question, what we asked at sub (d) is the following question: 

"Is it the end user customer or the marketer that is primarily exposed to EGD for a marketer's failure to deliver?"

Your answer is:
"The signatory to the service agreement which governs the arrangement between EGD and the customer service will bear responsibility for a failure to deliver."

This is building off a question that Ms. Girvan asked this morning.  I am wondering if you could help us understand how this would work by walking me through an example.  That's the easiest way.

If you have a marketer that operates a pool, and just assume that there is a failure to deliver and the penalties and associated costs, for ease of a number, are $1 million.

Can you walk me through -- well, first of all, who would be the first person that you would request the million dollars from?

MS. GIRIDHAR:  Just give me a moment.

[Witness panel confers]

MS. GIRIDHAR:  Right now, our Rate Handbook as well as the customer contract -- is that true, the gas delivery agreement?  It doesn't say.  Well, the Rate Handbook talks about a penalty for failure to deliver, which is equal to 150 percent of the price of gas, using a Niagara price if it is the CDA, and an Iroquois price if it is the EDA.

So the penalty for failure to deliver is outlined in that fashion.

I do not believe, but we can again confirm that, that there is anything in the gas delivery agreement that allows us to make the agent liable for consequential damages arising from their failure to deliver and any subsequent system outage that occurred as a result.

So if that is your question --

MR. DeROSE:  Well, maybe I can simplify it.  If the penalty, the 150 percent, turns out to be a million dollars --

MS. GIRIDHAR:  Right.

MR. DeROSE:  -- is the first entity that you try and obtain that million dollars or enforce the million-dollar penalty against the marketer, the agent?

MS. GIRIDHAR:  The agent.

MR. MACPHERSON:  Yes.

MR. DeROSE:  If for some reason that agent refuses to pay or can't pay, do you then move to the customer, to the members of the pool?

MR. MACPHERSON:  We would arguably have the right to do so.

MR. DeROSE:  Okay.  And I take it that -- are there any circumstances under which that million-dollar penalty or any of the -- well, the million-dollar penalty would be allocated to non -- well, to members outside the pool, so to customers who are not part of that pool, not party to the service arrangement?

MR. MACPHERSON:  Do you mean the benefits of the million dollars?

MR. DeROSE:  No, no, collecting the million.

MR. MACPHERSON:  Collecting, I see.

MS. GIRIDHAR:  So certainly if the penalty was collected, then I do believe we responded somewhere it goes into the PGVA and it is offset against the cost of actually procuring the gas to compensate for the shortfall.

As Mr. MacPherson explained, we do have the right, if the agent does not pay out the penalty, to go after the end-use customer.  I would highly suspect that we would be able to recover something like that from an end-use customer.

MR. DeROSE:  Okay.  But you would not anticipate the costs -- the penalties flowing from a failure to deliver being flowed to, for instance, a non-residential customer that has nothing to do with that particular pool?

MS. GIRIDHAR:  Certainly not.

MR. DeROSE:  Okay.

MS. GIRIDHAR:  I would note, however, though, that the cost consequences of that agent's failure to deliver would be incremental gas purchases which the cost, in fact, would then go into the PGVA and would be recovered from our customers.

MR. DeROSE:  Which notionally should be offset by the collection of the penalty?

MS. GIRIDHAR:  That's right.

MR. DeROSE:  Okay.  Secondly, in response to one of Mr. Vegh's questions, you referred to a phased approach?

MS. GIRIDHAR:  That's right.

MR. DeROSE:  Can you explain the -- well, first of all, have you communicated to non-ABC direct purchasers that you intend to -- that you are proceeding on a phased approach and that some time in the future you will be asking them to beef up their FT capacity?

MS. GIRIDHAR:  The phased approach is a recognition that we perceive a system reliability issue in both segments of the market, the Ontario ABC or agent-type arrangement, as well as the large-volume -- non-ABC or largely, large volume customers segment.


We have assessed that the biggest risk is associated with the agent-type arrangements and that's what the phased approach refers to, the fact that we are instituting this requirement now.


With respect to the non-ABC or predominantly larger customers, we have noted a number of factors, one being the ability to actually shut off a customer for not delivering to their customer.  That would be one factor we would be looking at.  Again, we would be looking at the contractual terms of the gas delivery agreement.  There are a number of things we would be looking at before we propose a solution for that group.


At this point, nothing has been communicated to non-ABC large-volume customers except via this proceeding and our evidence.


MR. DeROSE:  So you have not determined at this stage what percentage you would seek to be FT, if at all?


MS. GIRIDHAR:  That is correct.


MR. DeROSE:  Okay.  Is that not something that you would have to determine in order to assess system reliability as a whole?  How could you not know that?


MS. GIRIDHAR:  I do agree that we need to do a little bit more work on the large-volume segment.


Our view is that there would be a core group of very large customers that we could -- that would be amenable to being curtailed if they didn't provide the gas.  I mean it is an accepted tariff provision in many jurisdictions for large unbundled transportation customers, so that is something you would look at.


We also recognize that with 3,000 customers on these arrangements, we couldn't possibly get the 3,000 customers if, on any day, we actually had a widespread failure to deliver.  So we are recognizing we need to do some more work on the large-volume segment and we propose we come forward in a subsequent proceeding with recommendations for that group of customers.


MR. DeROSE:  But in terms of system reliability, would there not be a relationship between the percentage of FT you require from ABC -- from ABC customers and from large-volume customers?


So for instance if you require 100 percent FT from one group, presumably you wouldn't need as much FT from the other, because your system has a certain level of gas coming in.


So is there not a relationship between the amount that you are requiring from marketers in this proceeding, 80 percent FT, and the amount that you at some point are going to assess and determine with respect to large-volume users?  I guess I'm trying to understand how you can split that assessment.


MS. GIRIDHAR:  The assessment is based on the fact that we cannot identify and shut off a small-volume customer for failure to deliver.


Therefore you really need to have enough supply to meet their load.


With respect to the large-volume segment really it has less to do with how much gas is coming from one segment versus the other and more to do with how much of that population could you actually effect a curtailment of if they did not provide their gas, and that's the assessment we need to make:  How many and how much volume of those 3,000 customers can you reasonably enforce curtailment on for failure to deliver gas?


MR. DeROSE:  So can I take it, then, if you have the ability to curtail gas with a large-volume customer, you don't need to impose a minimum FT because ultimately you can curtail?


MS. GIRIDHAR:  That's correct.  If we had the assurance that they would not consume if they do not deliver, and we could enforce that, contractually and physically, then we would not impose a requirement.


MR. DeROSE:  Okay.  If I can have you turn to TransCanada's answers to undertakings.  It is an answer that TransCanada responded to a CME undertaking.


It is Exhibit L, tab 18, item 2, it's IR No. 2.  I presume you have reviewed these?


MS. GIRIDHAR:  Very, very hastily, so I...

MR. DeROSE:  As you will see from pages -- starting on page 1 through to right to the end, there are a number of TransCanada has provided the peak winter day deliveries and average daily winter season deliveries to both Enbridge's CDA and EDA.


First of all, I guess obviously subject to check, I take it you don't take issue with TransCanada's numbers, to the best of your knowledge they're accurate?


MS. GIRIDHAR:  I am sure they are.


MR. DeROSE:  Okay.  If I can have you turn to page 7.  You will see at the bottom, there's a summary table which sets out the average daily winter season deliveries, I will start with the average CDA.


MS. GIRIDHAR:  Yes.


MR. DeROSE:  And the 2008, 2009 that is the 53.6 and 46.1, those are the numbers that you have cited in your evidence raising concerns about system reliability; correct?


MS. GIRIDHAR:  I don't know if the derivation of our numbers is exactly equal to what is here.


MR. DeROSE:  Okay.  Well, is the percentage of long-term firm being delivered on an average daily winter seasonal basis, is that not one of the concerns or one of the drivers to you seeking to impose an 80 percent FT requirement?


MS. GIRIDHAR:  I just wanted to clarify that the way we looked at it was to look at it in terms of our two types of arrangements.  So the sales arrangements as well as the direct purchase arrangements.


So a lot of the percentages we have quoted in our evidence are related to how we perceive it.  TransCanada, I believe is looking at it from an aggregate perspective in terms of deliveries to the franchise.


I guess all I'm saying is we cannot really correlate our numbers exactly to this.


MR. DeROSE:  Okay.  Well, would you agree that TransCanada's numbers on an aggregate basis certainly do indicate or give us information about what percentage of gas on an average daily basis is coming in to your CDA on an FT basis?


MS. GIRIDHAR:  Right.


MR. DeROSE:  If you look, you will see in 2003-2004 the percentage was actually lower than 2008-2009.  Do you see that?


MS. GIRIDHAR:  Yes.


MR. DeROSE:  Now, I wasn't able to find anywhere -- and I have to tell you I haven't done a comprehensive assessment of evidence from all of your previous cases -- but I wasn't aware, and we have no recollection, of you ever raising concerns about system reliability back in 2003 or 2004.  Did you?


MS. GIRIDHAR:  2003 was when we actually effected a pretty significant turnback of TransCanada capacity.  So that's actually the year in which a lot of the FT assignments that our direct shippers had from us was actually turned back and replaced with other arrangements.


So from our perspective, that is sort of the starting point of when we began our analysis in terms of system reliability.  So the way we did it was to take a look at the firm contracts to the CDA, and I believe that is at BP, schedule 10.


MR. DeROSE:  So you have been looking at this for six years?


MS. GIRIDHAR:  No.  We have been looking at it for the last two years, because what concerned us was looking at TransCanada's index of customers and seeing how little firm capacity there is to the franchise given so much turnback of firm capacity that we used to hold.


So the last two years is when we began to look at this issue.


MR. DeROSE:  So that is starting in 2007.

MS. GIRIDHAR:  That's right.


MR. DeROSE:  And is that because in 2006-2007 you had 47 percent FT firm?


MS. GIRIDHAR:  Well, we were in the privy to these numbers as you can appreciate.


What we are privy to is the numbers we can see in terms of firm contracts to the CDA and EDA.


As I mentioned we began to look at this in 2007.  Again, going back to the reference if you look at BP 10, schedule -- Exhibit I, tab 10, schedule 10, page 2, Keith, maybe you want to explain what you did there.


MR. IRANI:  Sure.  What we did was take a look at TransCanada's index of customers for each of those years starting November 1.  What we noticed was a trend, for example, if you look at November 1, 2004, there was about 214,000 gJs that was delivered to our franchise area by the direct shippers.  That number jumped to approximately 665,000 for 2005, and then there was a downward trend starting on November 6th through to November 8.

It is that trend that we were watching and raised some concerns as to what was happening with our direct purchase shippers, and I am making -- the reference is in BP Exhibit I, 10, 10, 2.

MR. DeROSE:  But isn't the trend that you are describing -- isn't that one -- what one would expect as a market becomes more competitive?

MR. IRANI:  But what we -- our comparison was to what was contracted with us under the direct purchase -- direct purchase customers.  We were making that alignment between the two.

MS. GIRIDHAR:  I think I should mention here the issue that concerns us is -- is that with turnback, certainly the requirement for turnback is that the alternative deliveries should also be firm to the franchise.

We were making the presumption -- after 2003, yes, there was a lot of discounted firm capacity that was available on TransCanada.  We were making the presumption that people were turning back TransCanada capacity at full toll and perhaps replacing it with other capacity and quite probably at a discounted cost.

We did not necessarily realize that all of it was going to be flowing on non-firm arrangements, and that is the issue that causes us concern, because ultimately, irrespective of how competitive the market is, gas needs to arrive to the franchise area.  It needs to arrive into the CDA, and the only pipeline connecting EGD's franchise or -- all of the CDA interconnects are TransCanada interconnects.  So if you don't see TransCanada long haul contracts, you would probably expect to see some short haul contracts.  But if you don't see any firm contracts at all to the franchise area, the presumption is it is not flowing firm.

And that is the issues that causes us concern.

MR. DeROSE:  So, again, if I can take you back to TransCanada's evidence --

MS. GIRIDHAR:  Right.

MR. DeROSE:  -- we don't have to make any presumptions here.  We know -- we have the numbers that they have given us; correct?

MS. GIRIDHAR:  Yes.

MR. DeROSE:  Now.  So, for instance, last year, 2007/2008, 65 percent was long-term firm.

I guess to put the question another way, looking at these percentages, how much is enough for Enbridge?  What's the percentage of long-term firm deliveries to Enbridge CDA on an average daily winter that you would say, We're satisfied system reliability is -- is it seventy?  Is it 80?  Is it 90?

MS. GIRIDHAR:  I should mention here that this is all of the deliveries to the franchise, including system and direct purchase.

So if you consider that system provides about 40 percent of volume and it is all firm, because EGD holds firm transport to the franchise, what this -- what the 65 indicates is that approximately -- I guess 25 percent in 2007/2008 was delivered firm, which is approximately right, because we know we assigned 10 percent of direct shipper deliveries, and then it does appear there was about 13 percent that was contracted by the direct shipper market.

So it is really -- I don't think you can necessarily look at aggregated numbers.  You have to look at what percentage is arriving under the two types of arrangements.  We know that sales volumes are fully firmed up to the franchise.  The concern is about direct shipper volumes or direct purchase volumes being firm to the extent of 15 or 20 percent as opposed to a higher number.


So I don't think you can look at that 65 percent number and say 65 percent of direct shipper gas is arriving firm.

The average looks higher simply because it has the system piece in there, and that is 100 percent firm.


MR. DeROSE:  When you are talking about system reliability, shouldn't you be looking at both system and direct purchase?

MS. GIRIDHAR:  Absolutely, yes.

MR. DeROSE:  And so, I mean, is there -- this may sound like a simple question from a non-engineer, but is there not a certain percentage of firm transportation, whether it is coming from system or direct purchase, that if it is coming in, if you know that you have that baseline, that you feel that system reliability is addressed?  Is there not a percentage?

MS. GIRIDHAR:  I think the percentage -- ultimately supply has to equal demand, and you want to do that without any system outages or without curtailment of firm customers.  So essentially you've got to have as much gas coming into the franchise as is needed.

We would really look at it not in terms of the average winter day, but the peak day or the coldest day of the year.

Keep in mind, as well, that what you see as peak-day winter deliveries here are not necessarily what we would consider are design-day peak.  In fact, in most of the years that you are looking at, there will be -- apart from 2004, I don't believe we actually had a peak day that was close to our design day.

So I guess the answer to your question is that -- how much firm is good enough for us?  It has to be as much firm as is required to make sure supply equals demand, which really means that if you don't have the ability to get gas into the franchise, you should be able to reduce demand equal into the amount of supply you don't get in.


That's the ultimate test of system reliability.

MR. DeROSE:  So in that case, by that definition, would it not be 100 percent FT, taking away your curtailment capability?

MS. GIRIDHAR:  That is true.  There is no fundamental reason to believe that you can have less firm upstream transport than firm downstream distribution.

MR. DeROSE:  You aren't asking for that?

MS. GIRIDHAR:  I am not asking for that.

MR. DeROSE:  System reliability, the system will still be reliable even if you don't have 100 percent FT?

MS. GIRIDHAR:  On the presumption that you can shed the load that hasn't arrived yet.

MR. DeROSE:  Maybe I can try it this way.  I take it if you had 100 percent FT, you would consider the risk of system reliability would be high; is that fair?

MS. GIRIDHAR:  If I had 100 percent?

MR. DeROSE:  One hundred percent FT from everybody.

MS. GIRIDHAR:  Yes.

MR. DeROSE:  You would say the level of risk associated with system reliability -- would you consider that to be low risk?

MS. GIRIDHAR:  Very low risk, yes.

MR. DeROSE:  Now, what about 90 percent?  Is that still low or is it medium?

MS. GIRIDHAR:  I guess the point I am making, again, Vince, is that it is a function of whether -- if you can shed the 10 percent, then, yes, the system is reliable.  If you cannot shed the 10 percent and customers are still drawing the gas out of the system, you have a system reliability risk, because your pressures will drop.

MR. DeROSE:  Well, I won't push this any more, other than saying do you not have an internal risk assessment system that looks at the amount of FT coming in and say, Are we at low risk, high risk, medium risk?

MS. GIRIDHAR:  Based on what we've seen today, in terms of how much FT is coming in, we have definitely come to the conclusion that we have a system reliability risk that should be brought before the OEB, and that's why we have this proceeding -- this issue here.

MR. DeROSE:  Do you consider -- did you have that risk back in 2002/2003?

MS. GIRIDHAR:  I really cannot answer that question.  In 2002/2003 we had very -- in 2002, we had very little turnback.  Most of the volume, in our view, was arriving firm to the franchise.

MR. DeROSE:  Okay, I will move on.

In terms of, again, just following up on another question that was previously asked, this is on - I don't think you have to turn it up, but Direct Energy has some evidence about the $89 million of incremental cost -- or incremental fees or costs that TCPL will charge out.

Did I understand your evidence that because that is already incorporated into Enbridge's distribution rates, that there would be no -- that none of those incremental costs would be borne by distribution ratepayers?

MS. GIRIDHAR:  I didn't say that.  I said that from the perspective of the end-use customer today, all end-use customers in our franchise area are already paying the equivalent of that number in their transportation rates.

MR. DeROSE:  Okay.

In that case, who would be paying that 89 million?  Someone would be paying it; correct?

MS. GIRIDHAR:  I would presume so.

MR. DeROSE:  Okay.  Who?

MS. GIRIDHAR:  I wouldn't be able to tell you.

MR. DeROSE:  Would it be anyone who isn't currently served by a direct purchase marketer?

MS. GIRIDHAR:  Could you rephrase that question?  Are you asking me...

MR. DeROSE:  If I am a non-residential commercial customer on system gas --

MS. GIRIDHAR:  Right.

MR. DeROSE:  -- I do not take my gas through.  I don't use a direct purchase marketer.  Would some of that $89 million be flowed through your rates to me?  Would I see it on my bill?


MS. GIRIDHAR:  It would not.


MR. DeROSE:  Okay.  As an incremental amount from what I am paying today?

MS. GIRIDHAR:  It would not.


MR. DeROSE:  Okay, thank you.  Thank you.  Those are all of my questions.

MR. SCHUCH:  Thank you, Vince.  John?


MR. DeVELLIS:  Thanks, good afternoon, panel.

Questions by Mr. DeVellis:

MR. DeVELLIS:  I just have a couple of clarification questions.  If you could turn back to TCPL's response to CME No. 2, that's the chart that you were looking at just now with Mr. DeRose.


I just want to make sure that I understand the numbers.  In your evidence at Exhibit E, tab 1, schedule 8, you refer to a number of 457,000 gigaJoules per day that are delivered either through interruptible transportation arrangements or through diversions of gas.


Is that 457,000 gigaJoules, is that equivalent to what is call the discretionary column on page 7 of that TCPL response?


MS. GIRIDHAR:  I really couldn't tell you how TCPL came up with that number.


In our case, what we did looked at the firm contracts to the franchise and we look at the mean daily delivery obligation for the direct purchase market and we just took the difference between the daily delivery obligation and what we knew were firm contracts that were being held.

MR. DeVELLIS:  But the 457,000 is total deliveries that are not firm transportation?


MS. GIRIDHAR:  That's right.  Because we don't --

MR. DeVELLIS:  That seems to be what this number is as well on the TCPL charge.  I understand the numbers are different, but they may be different dates or whatever.

MS. GIRIDHAR:  I guess the only thing I wanted to note was I don't know if the mean daily volume delivery or mean daily delivery obligations for customers residing in the franchise is necessarily what comes into the CDA, because there could be parties that bring gas there and do all sort of things after, you know, title transfers or whatever else.  So we wouldn't really be able to correlate exactly with the TransCanada numbers.

MR. DeVELLIS:  The reason I ask is I am just trying to get an idea of the proportionality of the 457,000 because you only quote one number.  In this TCPL chart, you have both the firm and the discretionary then the total.  So you kind of get an idea of where that number lies in relation to the total.


MS. GIRIDHAR:  Yes.


MR. DeVELLIS:  Now, the 457,000 gigaJoules, that's an average amount, that's an average daily delivery?  That is not peak day?


MS. GIRIDHAR:  That's correct.


MR. DeVELLIS:  But from what I understand, your concern is the peak day deliveries; right?

MS. GIRIDHAR:  That's right.

MR. DeVELLIS:  So do you have an equivalent number for that on the peak day?

MS. GIRIDHAR:  Well, it is still the same number because on peak day we provide all molecules that are required over and above that number.


MR. DeVELLIS:  Okay.  So that number is the same but the total number would increase?


MS. GIRIDHAR:  That's right.

MR. DeVELLIS:  So the proportion would be lower?


MS. GIRIDHAR:  Would be lower.


MR. DeVELLIS:  Okay.


Can you turn to BP Canada Interrogatory No. 11.  It is Exhibit I, tab 10, schedule 11.  Mr. Vegh took you through this, but I just wanted to ask, with respect to the role called "direct shipper," that's the total percentage of deliveries from direct shippers?

MS. GIRIDHAR:  That's right.

MR. DeVELLIS:  19.5 percent on peak day, and 46 percent on an average day.


MS. GIRIDHAR:  Right.  And this is, with reference to 2008, so the denominator would have been actual peak day in 2008.

MR. DeVELLIS:  That's what you were just telling me about, that's why, because the numerator is the same, but the denominator increases on peak day.

MS. GIRIDHAR:  Yes.

MR. DeVELLIS:  Do you have that 19.5 percent broken down by firm deliveries and non-firm deliveries?


MS. GIRIDHAR:  We would not, because we really don't see how the gas is coming into the franchise on a daily basis.


What happens is our schedulers just confirm a volume with TransCanada, and we have no idea how the gas is showing up. 


We can make some presumptions or assumptions based on what we can see on public websites, for example, TransCanada's index of customers, but beyond that, we have no knowledge.


MR. DeVELLIS:  Okay, all right.


Just one last question.  It has to do with CME Interrogatory No. 25.  Sorry, 26.  Exhibit I, tab 4, schedule 26.


CME asked you what would happen if you didn't get approval for what you are asking for in terms of firm transportation.  And you said EGD would seek Board approval to acquire additional firm transportation capacity to address the system reliability concerns under peak day conditions.


Now, your evidence in this hearing was filed last September.

MS. GIRIDHAR:  That's right.

MR. DeVELLIS:  I assume you already had concerns about system reliable going into this winter season.

MS. GIRIDHAR:  That is correct.

MR. DeVELLIS:  Did EGD do what it said, what it now says it will do for next year for this winter i.e., acquire additional firm capacity?


MS. GIRIDHAR:  We did not.  However, I should mention that as part of our planning for the winter season, we have weekly meetings.  It's a cross-functional group of people that get together and look at forecast demand in the near term.


We were acutely aware of the fact that there's very little firm coming into the franchise.


And certainly in looking at near term demand, if we were looking at anything in excess of 33 degree days, we did decide that we would call for curtailment as a precautionary measure.


We had one instance where, you know, by the middle of January we were looking at a situation where we needed to go out and get some gas.  What we did we ended up looking at some short-term firm transportation for that period.


So I guess all I am trying to say we took some precautionary measures this year, and certainly things worked out.


Our concern was that if we had had anywhere near design day temperatures, which would have been 39.5, we really would have been in a very difficult situation.  Our peak day was 34.3 degree days, so, you know, somewhat less than design day circumstances.


Going forward, we do not believe that we should necessarily just leave it to chance and we would certainly want to see an increase in the amount of firm transport to the franchise.


MR. DeVELLIS:  Okay, thank you.


MR. SCHUCH:  On that point, if I could just jump in, Malini.  This is with respect to CME 26 we were just talking about.


In your answer, you are talking about acquiring additional firm transportation and including these costs in a budget to be charged to the OTS customers.


Would you able to provide an estimate of how much that additional gas would cost, based on, say, current QRAM prices?


MS. GIRIDHAR:  Sure.  I guess we were looking at 200,000 gJs which is the requirement we have.

MR. SCHUCH:  Would you like to take an undertaking for that or would you be happy to provide it now, if you can?


MS. GIRIDHAR:  Sure.  We can take an undertaking.


MR. SCHUCH:  I will call that TCU2.9.
UNDERTAKING NO. TCU2.9:  TO PROVIDE AN ESTIMATE OF HOW MUCH ADDITIONAL GAS WOULD COST FOR ADDITIONAL FIRM TRANSPORTATION BASED ON CURRENT QRAM PRICES

MS. GIRIDHAR:  Okay.


MR. SCHUCH:  Thanks.  Who is up next?  Ian?


MR. MONDROW:  I think, actually, Colin, John Wolnik is going to go next because he may have to leave before the end of the day and then we will come back, if that is okay.
Questions by Mr. Wolnik:


MR. WOLNIK:  Thanks.  Good afternoon, panel, I just have a couple of questions here.


I would like to go back just to make sure I clearly understand exactly what your evidence is and who this applies to.


I think you have been fairly detailed in terms of outlining that this applies to agent-type customers, those that have master-type service agreements, et cetera, and I understand that, that's fine.  But Malini, you also mentioned you were looking at a phased-in approach and you had some discussion about that.


I got a bit confused in terms of what your evidence is and what might be phased in.


As I understand your evidence, it is only to deal with this 200,000 a day for agent-type customers.  There is no phasing involved in your evidence itself.  That is not the approval you are seeking here.


MS. GIRIDHAR:  There is no phasing-in with respect to the agent-type arrangement we're talking about.  The phasing-in was with respect to assessing if we need to take some action on the other Ontario transportation service arrangements.


MR. WOLNIK:  Right.  But are you requesting approval for that phased-in approach in this proceeding?  Or if you at some future point think you may need to do something else, will you come back and seek subsequent approval for that?


MS. GIRIDHAR:  We would come back.  I believe we did indicate we would update the Board in the next two proceedings.

MR. WOLNIK:  I just wanted to be clear on that.  Thanks.

The second area, I just wanted to talk a little bit about some of the power plants that are being built and some of the implications if there is in fact a shortfall.

Presumably you would agree there has been recently a number of new, large power plants built or under construction or soon to be built in your franchise area?

MS. GIRIDHAR:  That's correct.

MR. WOLNIK:  At least some, if not all, of these are looking at FTSN as a type of service to feed those facilities.  Would you agree that one of the requirements to obtain FTSN service is to have a new delivery point completely separate from Enbridge CDA or EDA?

MS. GIRIDHAR:  That's right.

MR. WOLNIK:  So in the event that these plants were running and had gas flowing to the plant, what's your understanding -- what would happen to that gas if in fact somebody else failed and you were short of gas?  What would happen to that gas supply that was being delivered to one of these new delivery areas under an FTSN contract?

Maybe I could just preface that with one more assumption, and that is:  Is it also your understanding that FTSN cannot go to a regular delivery point on TransCanada?

MS. GIRIDHAR:  Not as FTSN.

MR. WOLNIK:  Right.  So if there is gas flowing under an FTSN contract to one of these new type of delivery points, what's your understanding what would happen to that gas supply in the event of a shortfall somewhere else in the system?

MS. GIRIDHAR:  Well, if the power plant was receiving gas at a dedicated location under FTSN - and certainly if they're the volumes that are delivering equal what they are consuming, that is certainly up to them.  The contract is under their name.  They have the rights as to whether they want to flow it to their plant or divert it somewhere else.

So at this point we really don't have an arrangement to address a supply shortfall cost by other customers with a power generator who is using FTSN to their delivery location.

MR. WOLNIK:  Okay.

MS. GIRIDHAR:  That was long-winded, sorry.

MR. WOLNIK:  No, no.  That is fine.  Thank you.  Those are my questions.

MR. SCHUCH:  Thank you.  Ian?

MR. MONDROW:  Did you want to do a break this afternoon?

MR. SCHUCH:  We will have a break.  If people would like to break now, I am happy.  Any dissenters?  Why don't we take a break, 15 minutes?  So that puts us at 3:40 to reconvene.

--- Recess taken at 3:25 p.m.

--- On resuming at 3:45 p.m.


MR. SCHUCH:  Welcome back, everybody.  I think we left off at Mr. Mondrow, but George, did you want to start off with something now or -- you had a request?


MR. VEGH:  Thank you, Colin.  I mentioned this to Ian.  I do appreciate he allowing us to queue-jump a bit.
Questions by Mr. Vegh:


MR. VEGH:  I spoke to TransCanada off-line during the break, and suggested that if they could provide a couple of undertakings, then it won't be necessary for Shell to carry out any examination for the technical conference part of this proceeding with TransCanada.  They said they were agreeable to that.


So maybe we could just interrupt and have TransCanada put on the record what the undertakings are, and then Shell won't have to participate in the tech conference any longer.


MR. SCHUCH:  Certainly.


MR. EMOND:  So there were three parts to the undertaking that we agreed to take on.


The first part was to file copies of our July 15th postings of short term firm service, STFT service for the last five years.  We will undertake that.


In addition to that, we would also file the STFT toll schedule.

MR. SCHUCH:  Is this part two?


MR. EMOND:  Yes, that would be part two, the STFT toll schedule.


The third part of the undertaking would be to file correspondence related to this issue between TransCanada and Enbridge.  We were asked that IR, and our response initially was that we considered that information confidential and proprietary, but I think, Malini, you have agreed that that is not covered by privilege and it is okay to file that, so we will go ahead and file that information.

MR. SCHUCH:  Can you state your name for the record, please?

MR. EMOND  I'm sorry.  My name is Steve Emond, E—m-o-n-d.  I am with TransCanada Pipelines.


MR. SCHUCH:  Thank you.   We will put those three parts under Undertaking TCU2.10.
UNDERTAKING NO. TCU2.10:  FILE COPIES OF OUR JULY 15TH POSTINGS OF SHORT TERM FIRM SERVICE, STFT SERVICE FOR THE LAST FIVE YEARS; TO FILE THE STFT TOLL SCHEDULE; TO FILE CORRESPONDENCE RELATED TO THIS ISSUE BETWEEN TRANSCANADA AND ENBRIDGE

MR. SCHUCH:  Thank you.


MR. MONDROW:  Colin, I don't know if George is going to depart, but just before he goes, I notice there were two TransCanada responses to Direct Energy that cited customer confidentiality concerns and declined to provide requested information.


One was the answer to Direct Energy's second interrogatory, which would be Exhibit -- it is labelled Exhibit L, but I think these are actually I exhibits, but everyone has been refer to them as Exhibit L -- tab 14, item 2, page 1.


The second one was TCPL's response to Direct Energy No. 5, which would be, was labelled Exhibit L, tab 14, item 5 and so I just want to clarify with Mr. Emond:  Is the undertaking applying to both of those responses?


MR. EMOND:  The undertaking was with respect to Direct 2, which was a request for correspondence between Enbridge and TransCanada, and Enbridge had said they no longer -- or they never considered that to be confidential.


MR. MONDROW:  Okay.  So we can talk about five tomorrow maybe or whenever you are up.  Thanks.

Questions by Mr. Mondrow:

MR. MONDROW:  I will go ahead with the panel, as it were, thank you.


I am not going to ask a whole lot of questions about the numbers, mostly because, frankly, I have lost track of them.  But you have given a lot of information today, so I will have to go back and look through those.  But I do want to just understand a couple of small things about the numbers, maybe just going off my notes from the bottom.


I think it was in response to Mr. DeVellis.  Malini, you were talking about -- he was suggesting that on a peak day, the proportion of firm transportation relative to total consumption or deliveries, I guess, deliveries to the franchise area, would be lower than on an average day.


Do you recall that discussion?  Am I stating that correctly?

MS. GIRIDHAR:  I think we were talking about -- I don't believe it was firm transport.  I think it was the daily delivery obligations of direct purchase customers.


MR. MONDROW:  Is that what you talked about?


MS. GIRIDHAR:  That's my recollection.


MR. MONDROW:  I thought -- sorry just give me a minute.

[Mr. Mondrow confers with Mr. DeVellis]


MR. MONDROW:  Oh, okay.  You can do it either way.  What you're saying, I think is that when you were talking to John you were talking about the percentage of total deliveries that were not firm, and on an average day that would be higher percentage -- a lower percentage on the peak day, would be a higher percentage?  Other way around?


MS. GIRIDHAR:  It's the other way around.  If I could just paraphrase.  My recollection is we talked about the total delivery obligation of direct purchase customers, so we identified how much of it was firm and we were talking about the residue; right?

And because -- while you're essentially taking whatever that number is, and it is a constant, and dividing it either by the average day or peak day, if you divide it by the peak day, peak day is bigger number than average day so as a proportion, it's smaller on peak day. 


MR. MONDROW:  The firm deliveries are smaller on a peak day.

MS. GIRIDHAR:  Well, the delivery obligation is smaller whether it is firm or non-firm.


MR. MONDROW:  Okay.  Okay.


MS. GIRIDHAR:  If I could give you an example.  Direct shipper gas is 45 percent of total deliveries on an average day.  It is 15 percent of total deliveries on peak day.

MR. MONDROW:  The reason I am asking you this and I will get to the next stage.


If we take the direct -- if we take the total firm deliveries to the franchise area, relative to the total deliveries on an average day, that number will be higher -- that proportion will be higher than taking the total firm deliveries relative to the total deliveries to the franchise on a peak day.  Right?  For the same reasons.  We're talk taking a different numerator, but the denominator gets bigger.  The denominator being the deliveries on a peak day versus the deliveries on an average day.


MS. GIRIDHAR:  I think it is the reverse.


MR. MONDROW:  Am I flipping it around again?


MS. GIRIDHAR:  Yes.

[Laughter]


MR. MONDROW:  Let me try this again.  I am really not trying to confuse anyone but obviously I am confused.


Let me step right back.  On a peak day, you have to bring more molecules into the franchise area than on an average day.

MS. GIRIDHAR:  That's right.


MR. MONDROW:  Right?  And on an average day, you've got a certain amount of the molecules brought into the franchise territory underpinned by firm transportation requirements.

MS. GIRIDHAR:  That's right.


MR. MONDROW:  And when you have to bring more molecules in on a peak day, you were talking about that being the utility's responsibility.


And it is my understanding that much of that balancing, or at least the balancing that is achieved by bringing in more gas, is achieved by taking gas out of storage or otherwise getting it at Dawn and bringing it into the franchise territory.


MS. GIRIDHAR:  On firm transport, yes.


MR. MONDROW:  On firm transport.

MS. GIRIDHAR:  That's right.

MR. MONDROW:  That's what I was trying to get at, the proportion of firm transport on a peak day, the proportion of transport used on a peak day that is firm actually tracks the total deliveries into the franchise area on the peak day because that swing transport is firm contract.

MS. GIRIDHAR:  Firm contract.

MR. MONDROW:  That's much better thank you.

MS. GIRIDHAR:  If I could maybe just add this.  The utility views its obligation as being one where we firm up arrangements to meet peak day.  Which means that all of the arrangements we have in place to meet peak day demand are firm arrangements.  They're 90 percent or more than 90 percent firm transport.  There is a small amount of peaking supplies where we don't actually hold the transport.  We have a contract with a certain counterparties that we pay reservation charges to and they have a firm obligation to give us that gas on those days.  Everything else is firm transport that we hold.

MR. MONDROW:  Where do they give you the gas, in the franchise?

MS. GIRIDHAR:  In the CDA and EDA franchise.

MR. MONDROW:  And those obligations underpinned by firm transportation?


MS. GIRIDHAR:  We don't know.  And I do believe we have an interrogatory response where we said that we will undertake to look at the quantum of that percentage.  The Board has approved in the past that we use a certain amount of peaking supplies in our peak day mix.


MR. MONDROW:  Okay.  All right.  Can I take you back to -- I think Vince was talking to you about a chart in one of the TCPL interrogatory responses to CME.  It was the Interrogatory No. 2, so if I can just find that again.


That was Exhibit I, sorry Exhibit L, tab 18, schedule 2.


He was looking, I think, for some time with you at the chart on page 7 of 9 at the bottom, the average daily winter season deliveries, and this chart has long-term firm TCPL transport and discretionary TCPL transport, in each case underpinning or facilitating delivery to Enbridge CDA.

My question on this is:  Are these percentages at the right-hand side of the table -- so to look at 2008/2009, 53.9 percent of the delivery on TCPL to the Enbridge CDA is long-term firm and 46 percent is discretionary, if I am reading that chart correctly.  Am I reading that correctly?

MS. GIRIDHAR:  Yes.

MR. MONDROW:  Would these numbers be roughly equivalent to total long-term firm versus total discretionary deliveries?  In other words, are there other pipelines other than TCPL pipelines that are used to bring gas into the Enbridge franchise territory?

MS. GIRIDHAR:  Yes.  We have deliveries off of Union's Dawn-Trafalgar system.

MR. MONDROW:  None of those deliveries would engage TCPL pipeline at any point?

MS. GIRIDHAR:  That's correct.

MR. MONDROW:  Okay.  Is that the M12 you referred to?

MS. GIRIDHAR:  That's right.

MR. MONDROW:  All right.

MS. GIRIDHAR:  In fact, that's -- essentially, almost all of it is used for load balancing, so that would very much track variations in demand and use of the pipeline.

MR. MONDROW:  Okay, that's great.

If I could ask you to look at Exhibit I, tab 4, schedule 25, this is another CME response, this time a response from Enbridge.

MS. GIRIDHAR:  Can you repeat the interrogatory?

MR. MONDROW:  Sorry.  It's Exhibit I, tab 4, schedule 25.

MS. GIRIDHAR:  Yes.

MR. MONDROW:  Just bear with me.  Excuse me while I turn it up.  There was a table at the bottom in response to part (e), which was the delivery shortfall penalty for each of the years from 2002 to 2008.

You had some discussion with Vince about who pays that penalty, so I think you clarified that part of your response.

But I look at this table and the 2008 number, which is a dollar figure, I gather, is -- well, first of all, I am correct that is a dollar figure; right?

MS. GIRIDHAR:  That's right.

MR. MONDROW:  That's $718,000?

MS. GIRIDHAR:  That's right.

MR. MONDROW:  It is a lot larger than any of the other years.  What happened in 2008?

MS. GIRIDHAR:  We had an agent that went bankrupt.

MR. MONDROW:  Okay.

MR. SCHUCH:  I'm sorry, I didn't hear that.

MR. GIRIDHAR:  We had an agent that went bankrupt.

MR. MONDROW:  It had nothing to do with a system constraint or lack of firm transportation?

MS. GIRIDHAR:  No.

MR. MONDROW:  That's sufficient.  Thank you.

CME would like to know who paid that $718,000.

[Laughter]

MR. MACPHERSON:  With reference to those funds, subject to check, we believe that those funds are recovered from the payments due the bankrupt party.

MR. MONDROW:  Okay.  Thank you on behalf of CME for that answer.

I am going to ask you a question and, if you could, I wouldn't mind you referring me, in your answer, to -- the best map that I have been able to find so far on the record of what we're talking about here, which TransCanada filed as page 3 of its evidence, so that would be Exhibit L, tab 21, page 3.

In true simplistic fashion, I always find it easier to think in terms of pictures, so maybe you could help me out with that.  It may be helpful.  What I am trying to understand, and think there have been some questions about this -- and I may have missed it, but I haven't seen a response on the record so far that actually makes it clear to me.

When you refer to firm -- sorry.  When you refer to the need for a firm transportation commitment or obligation or contract, how far back on the system are you going to require that commitment to go?  And if you can answer with reference to the map, that's great.  If not, I may have some other questions with reference to the map.

MS. GIRIDHAR:  Well, we did think long and hard about the question, internally, and we have no specific requirements, in terms of going back, say, to a basin or a well-head drilling.  I mean, the expectation is, if you've got -- there are liquid hubs, including in Ontario, which is Dawn.  The expectation is that you can procure supply upstream of EGD.

So the only requirement is that you have firm transport into the franchise.  We have not specified what the receipt point should be.

MR. MONDROW:  Let's look at the Dawn example you gave.  Is there firm capacity available for contracting by direct purchase customers now from Dawn into the franchise area?

MS. GIRIDHAR:  My understanding, based on my read of TransCanada's evidence, is that they're not offering short hauls from Dawn right now.

MR. MONDROW:  Right.  So that really leaves the main line, doesn't it?

MS. GIRIDHAR:  That is correct.


MR. MONDROW:  I gather -- TCPL maybe able to help me, if I am mistaken, tomorrow, but I gather that you can contract on the main line in various chunks, various distances, depending on your needs?

MS. GIRIDHAR:  That is correct.

MR. MONDROW:  But that all of those, the source for all of the gas on the main line, is the western Canadian Sedimentary Basin, as I understand it.  Is that an accurate generalization?

MS. GIRIDHAR:  I would say so, but perhaps we should ask TransCanada that question.

MR. MONDROW:  Sure.  Do you mind answering that question?

MR. EMOND:  Sorry, what was the question?

MR. MONDROW:  It seems to me that given there is no capacity available for firm contracting by direct purchase customers under Enbridge's proposal from Dawn into the CDA -- to Enbridge's CDA, the only other firm transportation available to satisfy their requirement is the main lines, TCPL transportation, and that side of the franchise territory.

And with very little exception, the gas that flows in that main line all originates in the western Canadian Sedimentary Basin; is that right?

MR. EMOND:  Yes, that's correct.

MR. MONDROW:  Thank you.  So I guess your assumption is, once a party has committed to some piece of TCPL main line, in order to make that an economic commitment they're going to have to arrange, on a fairly certain basis, for gas to get from the basin to Enbridge's franchise territory.  Is that the assumption?

MS. GIRIDHAR:  That's right, yes.

MR. MONDROW:  So, really, they only have one option under your proposal.  The length of pipe they contract firm perhaps you're not dictating, but, really, there is not a lot of optionality around the requirement, is there?

MS. GIRIDHAR:  I would agree with that.  We have stated in our evidence that we did look at other options, including vertical slice.  It's not something that we can accommodate today.

Certainly the philosophy here in Ontario, at least with respect to our franchise, has been that we provide brokers and agents the ability to make their own transportation choices.  You know, witness the facilitation turnback and all of the events that have occurred in the past.

Going forward, if there are constraints in terms of alternative routes, Enbridge would be open to looking at a vertical slice of our portfolio.  So we would go out and acquire the capacity, based on what is available, and then we could allocate it.

MR. MONDROW:  What else is in your portfolio, other than main line and M12?

MS. GIRIDHAR:  The other elements of our long haul transport include Alliance/Vector.

MR. MONDROW:  Which feeds into where?  Right into your franchise territory?

MS. GIRIDHAR:  In combination with TransCanada's short haul.

MR. MONDROW:  TransCanada's short haul from where?

MS. GIRIDHAR:  From Dawn.

MR. MONDROW:  There are really only two sources, Dawn and the main line?


MS. GIRIDHAR:  That's right.  But I would say that in that event, we would have to go out and acquire additional capacity in order to provide that vertical slice, because today, the portfolio is sized to meet the needs of our sales customers.


MR. MONDROW:  Right.

MS. GIRIDHAR:  Sorry, sales, Western-T and those of Ontario-T customers that would take an assignment from us.

MR. MONDROW:  As I understand it, there is no additional capacity from Dawn into the franchise area right now.

MS. GIRIDHAR:  It would require a build.

MR. MONDROW:  It would require a build.  So in November there is really very little optionality, November 2009, if there is in force, there is very little, if any, optionality.

MS. GIRIDHAR:  Yes.  I should mention again that for the purposes of the end-use customers and the charges that they pay, today those rates incorporate a payment of an amount equal to TransCanada's long haul.


MR. MONDROW:  Yes.  Subject to what the marketer may give back to them by way of reduced contract prices which you don't have any information of?


MS. GIRIDHAR:  We have no information.


MR. MONDROW:  Right.  It's a pretty competitive gas marketing industry in Ontario, would you agree with that?


MS. GIRIDHAR:  I don't have personal experience as a customer, but...

MR. MONDROW:  Okay.  I don't want to cross-examine.  It struck me as an obvious response, but I guess we will argue about that and maybe talk about it again at some point.  In my experience, it is pretty competitive.


One other thing.  You don't necessarily -- two other things.  One small one.  You don't have to turn it up necessarily, but this is an interrogatory response, in Exhibit I, tab 3, schedule 12, you said that -- you pointed out that Union has a similar requirement to the requirement that Enbridge is proposing to implement.  It is Exhibit I, tab 3, which is a BOMA interrogatory response, schedule 12.


It is the last part of that response on page 2 of 2.  It says:
"EGD's proposed requirements are similar to Union Gas, but require customers to demonstrate their upstream firm transportation."


You excerpted a little bit above that line in the interrogatory response the Union requirement for DP customers.



It is my understanding that Union actually doesn't enforce that requirement now.  Is that your understanding as well?


MR. IRANI:  It's our understanding, yes, that Union does not police that requirement.


MR. MONDROW:  Have they ever enforced it, to your knowledge?


MR. IRANI:  Not to our knowledge.  We haven't asked them.

MS. GIRIDHAR:  I should mention that it is our understanding that that pertains to Union south.  And it is also my understanding -- subject to check -- that there is no turnback allowed to Union north.


MR. MONDROW:  Right.  Right.  Union north is physically a very different sort of system than either yours or Union south; right?

MS. GIRIDHAR:  To the extent that it is -- yes, it requires pipeline capacity from a hub to be accessed.

MR. MONDROW:  Right.  In Union north, Union does all of its -- does balancing for everybody, both direct purchase customers and system supply customers?


MS. GIRIDHAR:  As EGD does, largely, for our customers, as well.


MR. MONDROW:  Yes.  Yes.  Okay.  I want to talk to you about -- or with you, I'm sorry, I don't want to talk to you, that doesn't do anyone any good -- I want to talk with you about a recent announcement that you made after the interrogatory phase of this process, at least on your evidence, for suspension of TCPL turnback, which you have expressly linked in your public notifications to this proposal, and that's why I want to talk to you about it in this context.


Can you confirm for me that, for the record here, that Enbridge has announced that it will be suspending turnback optionality that would otherwise have been available to its direct purchase customers?  So can you confirm that you have announced that?


MS. GIRIDHAR:  Yes.

MR. MONDROW:  Can you provide for the record again a copy of the customer communication that announced that?


MS. GIRIDHAR:  Yes, we can.


MR. MONDROW:  Okay, great.

MR. SCHUCH:  Let's give that an undertaking number.  TCU2.11.
UNDERTAKING NO. TCU2.11:  TO PROVIDE COPY OF ENBRIDGE ANNOUNCEMENT STATING IT WILL SUSPEND TURNBACK OPTIONALITY OTHERWISE AVAILABLE TO DIRECT PURCHASE CUSTOMERS

MR. MONDROW:  I wonder if you can just help me with the turnback election timing.


And explain when that election in a normal annual cycle or this year, for that matter, had it been allowed, would have had to have been made by customers relative to the contract term for the capacity that is being turned back.


MR. MACPHERSON:  The communication process for the annual turnback begins in early March.  The election form is due back to Enbridge no later typically than the second week of April.


The announcement of the successful recipients of turnback capacity is made by the end of April.


Then it becomes a bit more complicated depending on the timing of the customer's contract renewal.  At the earliest, that the effective turnback would take place, would be November of that year.  There is some other differences depending on, they could potentially move to Ontario-T service with an assignment before that date, or if they're finishing or early terminating -- renewing the contract after November of that year, they would immediately receive the election and the turnback that they had asked for.


It's kind of a confusing process, but --

MR. MONDROW:  It's confusing for you, you mean?


MR. MACPHERSON:  It is not confusing for us.


MR. MONDROW:  No, I know.  The bottom line, it seems to me, is that the deadline for turnback for 2009/2010 or 2009 I guess has passed; right?


MS. GIRIDHAR:  That's right.  It was April, prior to April 30th.


MR. MONDROW:  Do you remember when you made the announcement, roughly?


MS. GIRIDHAR:  I'm pretty sure that was communicated prior to April 30th.


MR. MACPHERSON:  I think it was in February.


MR. MONDROW:  In February?


MR. MACPHERSON:  Late February?  We will check.

MR. MONDROW:  We will see when the communication is filed.  That would have been the first communication of it, what you're going to file is an e-mail or letter that went out.

MR. MACPHERSON:  It was an e-mail to large volume customers and gas vendors.

MR. MONDROW:  That would have been the first communication.

MR. MACPHERSON:  Yes, it was.

MR. MONDROW:  So there will be a date on that.  We will see that when you file it.


Can you help me a little bit, just -- well whatever level is appropriate of detail, I guess, on the general terms for customer entitlement to turnback.


I gather that every year -- subject to the suspension -- a customer with an assignment of TCPL capacity is entitled to turnback a certain percentage of their then current allocation, is that the way it works?

MS. GIRIDHAR:  That's right.  It's a function of how much capacity EGD itself is able to turn back of its TransCanada capacity.

MR. MONDROW:  Is there a set number every year, set percentage of the current capacity that is turnback-able or that is allowed to be turned back?

MS. GIRIDHAR:  It's a function of the term structure of our remaining contract portfolio.  So you know -- so for example, if 90 percent of TransCanada capacity can be turned back, then that becomes the ratio, that would be offered.


MR. MONDROW:  What would have been the ratio in 2009, for example?


MR. MACPHERSON:  It depends on the point of acceptance.  In Ontario, customers can turn back up to 100 percent of their capacity.


In the EDA it is -- I could --

MS. GIRIDHAR:  It is a smaller number.

MR. MACPHERSON:  It's a smaller number, it's less than that.  I am not sure of it off the top of my head.

MR. MONDROW:  Can you undertake to provide that number?

MR. MACPHERSON:  Yes.


MR. SCHUCH:  That will be undertaking TCU2.12.
UNDERTAKING NO. TCU2.12:  TO PROVIDE percentAGE OF HOW MUCH CAPACITY IS ABLE TO BE TURNED BACK

MR. MONDROW:  Thank you.  Is it smaller like 10 percent?  Is it smaller like 80 percent?  It would still be a fairly high percentage.

MS. GIRIDHAR:  Directionally, I could probably answer that.  If you could turn to Direct 2.  I can tell you how it is calculated.

MR. MONDROW:  Okay, sure that would help.

MS. GIRIDHAR:  If that would relieve me of the undertaking.


MR. MONDROW:  I can't undertake that.  Let's see how it goes.

[Laughter]


MR. MONDROW:  Nice try.


MS. GIRIDHAR:  Essentially we would take --

MR. MONDROW:  Sorry, what?


MS. GIRIDHAR:  Direct No. 2.

MR. MONDROW:  What tab number of Direct?


MS. GIRIDHAR:  Tab 9.


MR. MONDROW:  Great.  Thanks.

MS. GIRIDHAR:  Essentially, we would take all of the contracts, the long-haul contracts on TransCanada to delivery point so, in this case, EDA.  And we would look at what percentage of that expires November of this year.


And that becomes the percentage that would be offered.


MR. MONDROW:  Okay.  And if a customer doesn't turn back in a given year, they can't bank that or make up that turnback entitlement.  It is gone forever.  The next year they get another turnback entitlement based on an adjusted assignment from the previous year if they didn't turn back anything, for example, but the point is that this opportunity that's been removed is permanently gone.


MR. MACPHERSON:  Not necessarily.  There is no entitlement to turnback.  The company a lot a certain volume of turnback in total in gJs, and over the last number of years, the amount of gas available or request for turnback has exceeded this allotment.


So we've had a lottery to assign it to customers.

MR. MONDROW:  Which indicates to me if is a relatively scarce commodity, that there would be more of it that would be desired than is available.

MR. MACPHERSON:  Absolutely.

MS. GIRIDHAR:  I guess I would just like to add here is that the reason that -- the fundamental issue we are having here is the lack of firm transport to the franchise.

Certainly when we had this proceeding before the Board, we really did not think we should be facilitating something that would make it worse from the perspective of firm transport to the franchise.

MR. MONDROW:  It would certainly undermine your position.

MS. GIRIDHAR:  Yes.

MR. MONDROW:  And the situation you're talking --

MS. GIRIDHAR:  Well, it would undermine the system reliability issue we're trying to address.

MR. MONDROW:  Yes, I understand.  On what basis does Enbridge say that it's entitled to remove this turnback -- I will call it an entitlement option without Board approval?

MS. GIRIDHAR:  Well --

MR. MACPHERSON:  Can I answer?

MS. GIRIDHAR:  Please.

MR. MACPHERSON:  Under the Rate Handbook, Enbridge Gas Distribution rider A, the transportation service rider, in part 2, it says:
"The company will accommodate all TCPL capacity turnback requests in a manner that minimizes stranded and transitional costs.  However, the company is committed to maintaining the integrity of its distribution system and the sanctity of all contracts."

So that is our emphasis here, is that we -- number 1 is the system is going to work properly.

MR. MONDROW:  It is the word "integrity" primarily that you are relying on and your entitlement to preserve that integrity?

MS. GIRIDHAR:  That's right.

MR. MONDROW:  Okay.  Have you received any feedback or any expressions of concern from your customers on the suspension of their turnback optionality?

MR. MACPHERSON:  A number of comments.  They look forward to the allocation of capacity and they look forward to its return, potentially, in the future.

MR. MONDROW:  Anything in writing?

MR. MACPHERSON:  Not that I have seen.

MR. MONDROW:  And so in what format would you have received this feedback?

MR. MACPHERSON:  Verbally.

MR. MONDROW:  People call you up?

MR. MACPHERSON:  No.

MR. MONDROW:  Corner you?

MR. MACPHERSON:  "Corner" would be a better word.

MR. MONDROW:  "Corner", okay.

That's it for me.  Thank you very much.

MR. SCHUCH:  Thank you, Ian.  Who would like to go next?  Val?

MR. STACEY:  I will.

MR. SCHUCH:  Thank you, Jason.
Questions by Mr. Stacey:

MR. STACEY:  Hello, panel.  Jason Stacey for Sithe Global Power.  I wanted to clarify the -- a couple of the changes in the Rate Handbook for force majeure and the addition of the liability provisions in section O -- or the new section O.

If you could turn to APPrO Interrogatory No. 9?  That's Exhibit I, tab 2, schedule 9.  I see that you note that, under section O, you would add the proviso that for the liability provision it would only apply to rates 1, 6 and 9?

MR. MACPHERSON:  That's correct.

MR. STACEY:  Was the logic for it to apply to those rates because those rate customers don't have contracts with Enbridge?

MR. MACPHERSON:  It's more of a housekeeping issue for Enbridge in this particular case.  Force majeure is a defined term in the Rate Handbook.  However, it appears nowhere in the Rate Handbook in the terms and conditions themselves.


So we wanted to have that included to be consistent with other utilities, such as ATCO Gas, Terasen and many other electric distribution companies in the Province of Ontario.

MR. STACEY:  And you indicate that you would have that proviso -- that it would apply to rates 1, 6 and 9 to the liability section.  Would it also apply to the force majeure, the new force majeure wording?

MR. MACPHERSON:  Well, force majeure is a concept that lies in the actual wording of the liability.

Contract customers or direct purchase-type customers have their own defined force majeure and liability clauses in their contracts, and they would continue to be in force.  This would not -- this would not seek to replace those specific contract terms.

MR. STACEY:  Okay.

MR. MACPHERSON:  If that is what you're asking.

MR. STACEY:  Yes.  So could you make that similar proviso --

MR. MACPHERSON:  Well, the force majeure is not in the terms and conditions themselves.  It is a defined term.

MR. STACEY:  Right.

MR. MACPHERSON:  And then used in section O of the proposed wording for the Rate Handbook.  So it is excluded just by the proposed wording, that section O, which is where the term applies, it would be limited to rate 1, 6 and 9.

If you look in the response, it gives a specific wording, which would head up that section.

MR. STACEY:  If I look at it correctly, though, I believe section O just deals with the liability and company responsibility.

MR. MACPHERSON:  Okay.

MR. STACEY:  So you are going to add a proviso at the head of that saying this only applies to rates 1, 6 and 9.

MR. MACPHERSON:  Okay.

MR. STACEY:  But you can see that in the black-line changes of your -- to the Handbook --

MR. MACPHERSON:  Hmm-hmm.

MR. STACEY:  -- in Exhibit B, tab 3, schedule 2, but I was -- but the force majeure change is back in the definition section.

MR. MACPHERSON:  Okay.

MR. STACEY:  And you're saying that the changes to the -- these changes to the Handbook would only apply to rates 1, 6 and 9, and so I am asking if you would put that same proviso to the force majeure definition.

MR. MACPHERSON:  I am not sure if it is useful.  Force majeure is a defined term.  It is not a term of the actual agreement.

It refers to the concept, if you look in section O, part (b), that for any reason related to dangerous or hazardous circumstances, including emergencies or force majeure, and then the "Force Majeure", as capitalized, is a defined term in the Rate Handbook.


So to say it is excluded would be meaningless.  Like, this is just not the place where you would put that kind of thing.  You would put it specifically in the language of the terms and conditions of part 3 is how you would exclude it.  Is that clear?  Maybe I am not answering you, Jason.

MR. CASS:  Can I take a crack at it, Jason?  I don't know that I will do any better.

MR. STACEY:  Sure, yes.

MR. CASS:  As Ian just said, the change to force majeure, and as you have recognized, is in a definition.  That is not an operative part of the Handbook.  It only becomes operative where those words are actually used somewhere, "force majeure", and then the definition comes into play.

The only operative provision, as Ian is saying, is in fact section O.  That is the only place it uses those defined words.  So that being the operative provision, that's where this limitation is going to be inserted to say that it applies only to 1, 6 and 9.  I think that is what he was trying to say.  I don't know if I have done any better.

MR. STACEY:  I guess I am just concerned that this definition in the Handbook doesn't conflict with all of the signed contracts with your large-volume customers.

MR. MACPHERSON:  I can tell you it does not, that the contracts between Enbridge and its customers and gas vendors would continue to apply.

And that includes rate 125 contracts between Enbridge and those parties.

MR. STACEY:  Okay.  Well, subject to that proviso, I will leave it at that, then.  Thanks.

MR. MONDROW:  I think there may be an interrogatory response on that, as I recall, that might clarify that further.

MR. MACPHERSON:  It is right in the APPrO Interrogatory No. 9.

MR. MONDROW:  Okay.

MR. MACPHERSON:  At the bottom, it says:
"These changes would not apply to rate 125 or other existing service contracts the company has with customers and their agents.  The terms of the service contracts would govern in relation to the question."

So it is specifically in writing to confirm that, Jason.

MR. MONDROW:  I note there is further information on it at Exhibit I, tab 11, schedule 3, which talks about the reciprocality in service contracts, which is relevant for that size customer.

MR. MACPHERSON:  Hmm-hmm.
Questions by Mr. Young:

MS. YOUNG:  I just have a few questions just following up on Jason's enquiry about the definition of force majeure.

If I look at the definition that you are proposing to add to the Rate Handbook versus the definition of force majeure, let's say, in the gas delivery agreement, I noted that part (d) of the definition in the Handbook is a new item.  Am I correct on that?

MR. MACPHERSON:  Sorry?  In the proposed?

MS. YOUNG:  Yes, the proposed definition for the Handbook.


MR. MACPHERSON:  Hmm-hmm.


MS. YOUNG:  I think, Ian, that definition is the same as what's in the, say, the gas delivery agreement in all respects, except that part (d), and I was just wondering what the rationale was for the part on load balancing.


MR. MACPHERSON:  I can't really give you a good answer on that.  I could undertake to give you a better one.  We borrowed this from other contracts we looked at from other utilities, specifically ATCO Gas' tariff.


We thought it was comprehensive and decided to use it this way.


MS. YOUNG:  Okay.


MR. SCHUCH:  Let's give that an undertaking number, then TCU2.13.
UNDERTAKING NO. TCU2.13:  TO RECONCILE FORCE MAJEUR AGREEMENTS VS CONTRACTS

MS. YOUNG:  Then just a couple of questions about the firm upstream transportation proposal and the suspension of the turnback for 2009/2010.


The decision to not allow turnback for 2009 applies to -- potentially affects all direct purchase customers.  Am I correct on that?


MR. MACPHERSON:  Yes.


MS. YOUNG:  But your proposal, the first phase of it, anyway, as contemplated for this year, applies to a subset of direct purchase customers.


I am just wondering what the rationale was for, on the one hand, having the decision apply to all, but the proposal applying to a subset.


MS. GIRIDHAR:  Well, we have identified, in our evidence, that system reliability concern extends over both the Ontario ABC and the non-ABC segments.


We have chosen to focus on the small-volume customers, because as I have mentioned, we have very limited ability to curtail consumption of that group.


And we do expect to come before the Board in either the next proceeding or the one after that on the other market segments.  So certainly directionally it did not make sense to allow further turnback for the non-ABC customers when we have also identified a system reliability concern under those arrangements as well.


MS. YOUNG:  Okay, thanks.


Can you just indicate how much TCPL capacity could have been turned back for 2009?

MS. GIRIDHAR:  We would have to take another undertaking.


MS. YOUNG:  Okay, that's fine.


MR. SCHUCH:  Let's assign undertaking number TCU2.14.   
UNDERTAKING NO. TCU2.14:  TO ADVISE HOW MUCH TCPL CAPACITY COULD HAVE BEEN TURNED BACK FOR 2009

MR. MONDROW:  Is it possible to divide that response between the ABC direct purchase customers and the non-ABC direct purchase customers in the same way you have differentiated the first phase of your proposal?


MR. MACPHERSON:  It isn't allocated in that way, the provision for turnback is open to all customers on an equal basis.


MS. GIRIDHAR:  So it is a percentage that would apply across both.


MR. MONDROW:  Right.  Sorry.  I had understood the undertaking to be provide an actual capacity number rather than a percentage.  Could you divide that capacity between the two types of customers?


MR. MACPHERSON:  I am not sure what it would mean.  If we produce a number, let's say 10,000 gigaJoules is available for turnback, and then people elect -- gas vendors and customers elect their choice.  And we give it out based on a lottery system so there is not a 6,000 for ABC and 4,000 for non-ABC.

MR. MONDROW:  No, I understand, but the lottery apportions it equally amongst all customers that want it if it is oversubscribed, right?  Not equally but in proportion to their current capacity.

MR. MACPHERSON:  I won't get into the details of it.  It goes in order, it stacks up the requests from first to last.  When it is filled, if the first customer took it all, that would be it.  It would be all gone.  If the first customer who won the lottery had a 10,000 gJ request, they would win all of it and no one else would receive any.

MR. MONDROW:  Oh, really, okay.

MS. GIRIDHAR:  Sorry, maybe I could seek a clarification.  The undertaking you are asking is how much capacity would have been available?


MR. MONDROW:  That's what I would like to know.  I am not sure if that is what Val was asking but that is what I would like to know.  I think we are aligned.

MS. GIRIDHAR:  Assuming there were no system reliability issues, is that the question?


MR. MONDROW:  Yes, yes.  Assuming you had not suspended the ability to turnback, how much could have been turned back for 2009 in terms of capacity, not percentage?


MS. GIRIDHAR:  Okay, thank you.


MR. SCHUCH:  Val, is that the undertaking you originally asked for?


MS. YOUNG:  It most certainly is.  Yes, it is.


MR. MONDROW:  Then I had asked whether that could be apportioned, for the purpose of your response, between the customers subject to your current firm upstream transportation proposal and those not.  The answer, I gather, is you can't because of the way the lottery works which you described a little bit.  We will leave it as it was originally scoped.  Thanks.

MS. YOUNG:  Those are all of my questions.  Thanks very much.


MR. MACPHERSON:  Thank you.


MR. SCHUCH:  Thanks, Val.  Anyone else?  Ric.
Questions by Mr. Forster:

MR. FORSTER:  Thank you.  Good afternoon, panel.  I just have a few brief questions for you.  I was wondering if you could please turn up Shell IR No. 14, Exhibit I, tab 12, schedule 14.  We've visited this IR a couple of times today and I am just really wanting to understand some points around the volumes that are included here.


As you may have seen in our evidence and our IRs, we had estimated that there was 5.5 percent of Enbridge's gas that was coming in on TCPL main line, and it was based on these numbers.  And through the technical conference today, we have heard that these volumes include all of the gas coming into Enbridge, both direct shipper as well as system, and then I believe, and I just want to be sure, that I heard for the second column as well that it excludes TCPL short haul, but it does include direct shippers as well in those volumes, as well as system volumes.


MS. GIRIDHAR:  Excuse me.  Could I ask if Don Small could join us?


MR. FORSTER:  Sure.  I think he was hiding from you earlier.

[Don Small joins the witness panel]


MR. SMALL:  The first column total EGD gas delivered, that would represent the total distribution volume.  So that would be all gas that we would have distributed to system sales customers and direct purchase customers, so their total consumption.


The second column, the gas delivered under TCPL FT, that would represent what our gas that we would have bought in western Canada, and moved through our contracted capacity TransCanada.  So it would be our firm long-haul capacity.


MR. FORSTER:  That one is only solely EGD's firm long-haul, not any direct shippers as well.

MR. SMALL:  Just EGD's gas that we would have acquired.

MR. FORSTER:  Thank you very much for clarifying that for me.

Could you tell us what is Enbridge's current capacity or what is the total volume as a percentage of their total load, that they require for system gas on the TCPL main line?  So if we have estimated at 5 percent based on some assumptions here, what is the actual percentage that EGD brings in on TCPL mainline?


MR. SMALL:  Just one second.


I thought I had something with me, but if you just bear with me for one second.


I thought I might be able to give you an answer now, but it might be easier -- you know, I hate to ask for an undertaking, but it might be easier if we could lay it out, because what we would want to do is show the total amount of supply coming in via TransCanada, how much supply is coming in through other sources and balancing that off with the demand, so you could get the percentage that you are looking for.

MR. FORSTER:  Well, just really what I am interested in is:  What is the percentage of your total volumes that come in on TCPL main line?

MR. SMALL:  Well, maybe I could address it this way and this might help you, subject to maybe you still will want the undertaking.  I don't know.


But if you look at the -- our response to Direct Energy, Exhibit I, tab 9, schedule 2, on that schedule we provide the -- for example, we will show the long haul on TransCanada.

So you will see there we've got 25,000 gJs a day of Empress to EDA capacity.  So that would include whatever we contracted.  Now, we are going to assign part of that capacity away to certain Ontario direct purchase customers, and then there is going to be a level of gas that is coming in via TransCanada through third parties who hold their own capacity.

Currently, that number of third party capacity is in the neighbourhood of about 400,000 gJs a day -- 400- to 425,000 gJs a day.  So that would be their firm commitments each and every day.

So you would add that on to roughly approximately 200,000 of our own contracted capacity that's coming in on TransCanada.

MR. FORSTER:  Sorry, that 400,000, would that be for the people you are third partying for, or is that going to be used for system gas?

MR. SMALL:  That's going to be the amount of gas that direct purchase customers are obligated to bring in to our franchise area each and every day.  So that would be their MDV as part of their direct purchase agreement.

MR. FORSTER:  These would be Western-T customers you are bringing in for them?

MR. SMALL:  Well, the Western-T customers are going to deliver the gas to us at Empress, and then we are going to move it through our transportation capacity.  So it wouldn't be included in the number.

MR. FORSTER:  Okay.  Really what I am looking for is:  What is the volume of gas for -- you know, that you have on TCPL that you need for system gas or sales customers?

MR. SMALL:  We are getting a little -- it's probably best if I did an undertaking for you.

MR. FORSTER:  Okay, thank you very much.  I appreciate that.

MR. SCHUCH:  Let's assign undertaking TCU2.15 to that.
UNDERTAKING NO. TCU2.15:  TO Provide percentage of total volumes that come in on TCPL main line.

MR. FORSTER:  Now, if I can take you to Exhibit I, tab 9, schedule 21, that is your response to Direct Energy's IR 21.

It is question (c).  In there, unfortunately, I had reversed the order that I had wanted to pose to you.

The question as it reads now is:

"Is Enbridge willing to readily re-contract direct purchase customers from WTS to OTS without cost, penalty or delay to DP customers post November 1st, 2009?"

I actually meant to say the reverse:  Is Enbridge willing to readily re-contract direct purchase customers from OTS to WTS without cost, penalty or delay to DP customers post November 1st, 2009?


[Witness panel confers]

MR. FORSTER:  And I would like to add my apologies for that error.

[Witness panel confers]

MS. GIRIDHAR:  Sorry.  So obviously we don't currently have TransCanada capacity to accommodate everybody on Ontario ABC arrangements that might want to go to Western-T.  So we would have to go out and get the required amount of capacity.

As well, Mr. MacPherson reminds me that we may have to early terminate quite a few pools, so there will be some processes from a contracting perspective that need to be looked at.


So certainly there will be some timing issues in terms of all of this, but notionally we have said in our evidence that customers were not willing to demonstrate firm transport -- or agents who were not willing to demonstrate firm transport could be served on a western arrangement.

MR. FORSTER:  Could what, sorry?

MS. GIRIDHAR:  Could be served on a western arrangement, a Western-T arrangement.

MR. FORSTER:  I am assuming that is without penalties or delay, other than process delays?

MR. MACPHERSON:  Yes.  We could accommodate it subject to some limitations, yes.

MS. GIRIDHAR:  We would have some limitations that we haven't explored at this point.  The intent would be -- the intent is to be accommodative, let me put it this way.  We haven't done a complete analysis to see what it would cost, and we would have to take that subject to check.

MR. FORSTER:  Okay.  So I guess I am not sure whether I need to ask for an undertaking at this point to try and get to the answer, because it seems that the intent is not to have penalties, and I take that at face value, but it seems there is not -- you're not quite sure about that.

MR. MACPHERSON:  So when you are discussing penalties, can you give me a bit more information about what you are concerned about, Ric?

MR. FORSTER:  Any differences in costs that might be attributable to customers or direct purchase -- or director shippers as a result moving from OTS to WTS.

MR. MACPHERSON:  So we are -- our expectation would be that we would not apply any additional costs to gas vendors for early termination of pools and moving accounts around, and those are those types of accommodations.  There would be some expectations around the balancing that would have to occur for the early terminations, but we would have to work that out.  So it wouldn't be like a limitless tolerance.

However, we would want to be accommodating to allow the change to occur.

MR. FORSTER:  So I think what I am hearing you say is that there may be some costs that would be incurred as a result of balancing issues?

MR. MACPHERSON:  I would say it is possible, because you would need to have your pools into tolerance at a time earlier than would be expected.  I am not familiar with how you act on the balancing of your pools and when you might take action.  But, again, we would accommodate to whatever, you know, we could.

MR. FORSTER:  Thank you.  Just one last question that I have, for nominations.  So if you have nominations at the CDA, and there's a direct shipper that is expected to deliver 100,000 units and they deliver only 80,000 units, can you confirm for us that you are able to tell who that direct shipper is that did not deliver as required?

MS. GIRIDHAR:  Yes, we can.

MR. FORSTER:  Thank you.  Those are all of my questions.

MR. SCHUCH:  Thank you, Ric.

MS. GIRIDHAR:  Sorry, were you asking me if I would tell you?

MR. FORSTER:  No, no, not tell me.  Would Enbridge be --

MS. GIRIDHAR:  Enbridge would be able to identify.

MR. FORSTER:  Would Enbridge be able to determine who was short on their deliveries?

MS. GIRIDHAR:  Yes, yes, that is right.

MR. FORSTER:  Thank you.  You can tell me, if you'd like.

MS. GIRIDHAR:  No, we will not.

[Laughter]

MR. FORSTER:  Thank you, panel.

MR. SCHUCH:  Are there any more questions for this panel?  David?  Mr. MacIntosh.


I wonder if it might be a good time to conclude for the day and start again tomorrow.  Does anybody have any comments about this matter?  Is it time to conclude and reconvene tomorrow at 9:30 with Direct Energy's panel.  Does what make sense?


MR. CASS:  Yes.


MR. SCHUCH:  Thank you.  Well then why don't we do that, then.  Thank you, panel.


--- Whereupon the hearing adjourned at 4:45 p.m.
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