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--- On commencing at 9:34 a.m.

MR. SCHUCH:  Good morning, everyone.  Welcome to day 2 of the technical conference for the Enbridge 2009 rates proceeding, EB-2008-0219.


The order of the day, first up will be Direct Energy's witness panel, and they will be available to answer questions.  So without anything further, I will turn this over to Direct Energy.  Ric?


MR. FORSTER:  Thank you, and good morning.  For the interested parties in the room, we have just handed out a summary of our submissions for everyone's reference.  If you wish to mark it as an exhibit, we can.


MR. SCHUCH:  Yes.  Let's mark this as TCU3.1.  That would be Direct Energy's handout, request for firm transportation by EGD, EB-2008-0219 technical conference.

EXHIBIT NO. TCU3.1:  Direct Energy summary of submissions.

MR. FORSTER:  Now, as I said, this is a summary of our submissions.  It is not the intent for our panel to walk through it.  They can, if people would like, but it is more as a reference as we go through our points today.  The panel has no opening remarks, and I will ask the panel to introduce themselves and open the floor for questions.

DIRECT ENERGY MARKETING LTD. - PANEL 1

Sayed Khoja


Mike Newman


MR. NEWMAN:  Is it on now?


MR. SCHUCH:  Yes.  Thank you.


MR. NEWMAN:  Good morning.  My name is Mike Newman.  I am the senior director of proprietary trading at Direct Energy.  I have been with Direct Energy since September of -- on a full-time basis since September 2007.  And I am delighted to be here today to answer any of your questions.


MR. KHOJA:  Good morning, I am Sayed Khoja.  I'm the senior director of load management.  I have been with Direct Energy for approximately six-and-a-half years.


MR. SCHUCH:  Thank you.  The witnesses are available for questions.  Enbridge, would you care to lead?

Questions by Mr. Cass:

MR. CASS:  Yes, I just have a very one area actually, Colin, if you don't mind.


Could I ask the witnesses to look, please, at the Direct Energy response to Enbridge's Interrogatory No. 10?


Do you have that all right?


MR. NEWMAN:  We do.  The first time on the witness stand for me.  My apologies.


MR. CASS:  It's quite all right.  Lest I confuse matters, I just want to make clear right from the start I am not actually going to ask you about the Connecticut proceedings that are referred to here, but I just want to use this as a take-off point for what I do want to ask you about.


So if you look at part 4 of Enbridge's Interrogatory No. 10, it was asking Direct Energy to confirm that in that Connecticut proceeding it had expressed a belief that total firm transportation to the market, along with on system peaking supplies, does need to be sufficient for the peak-day requirement in the market.


Now, all I want to ask you is whether Direct, any of the related companies, have been involved in any other proceedings, other than this Connecticut proceeding and other than this Ontario proceeding where that type of issue has been addressed?


MR. NEWMAN:  Sir, I am not aware of that.


MR. CASS:  So to the best of your knowledge, there is no such other proceeding that Direct or any related companies would have been involved in?


MR. NEWMAN:  There may be.  I am just not aware of it.


MR. CASS:  Is there somebody who would be that you could check with?


MR. NEWMAN:  I imagine we could look into that for you.


MR. CASS:  All right, if you don't mind doing so?  If there were any other such proceedings, just let me know what they were, and, if the answer is no, then this is fine as well.


MR. NEWMAN:  Certainly.


MR. CASS:  Thank you.  That's all.


MR. SCHUCH:  Let's assign an undertaking number to that.


MR. CASS:  Yes, please.


MR. SCHUCH:  TCU3.2, and that would be Direct Energy checking to see if there is anything similar to the Connecticut case.

UNDERTAKING NO. TCU3.2:  TO advise whether there is another proceeding similar to the Connecticut case.

MR. NEWMAN:  Sorry, Ric.


MR. CASS:  Those are all of my questions.  Thank you.


MR. SCHUCH:  Thank you.  Vince?

Questions by Mr. DeRose:

MR. DeROSE:  I will hop in.


Maybe we should have kept going last night, eh?


[Laughter]


MR. DeROSE:  Panel, my name is -- I believe we met yesterday, but my name is Vince De Rose and I am here on behalf of Canadian Manufacturers & Exporters.


I have a couple of questions about -- if we can start with your interrogatory response to CME number 2, it is Exhibit I, tab 17.  This is the interrogatory where you set out the 53.4 million.


First of all, the 53.4 million, is that an estimate of just Direct Energy's incremental costs or would that be what you estimate to be -- when you say the Ontario market, what is your definition of Ontario market?  Where does that 53.4 million -- what does that represent?


MR. KHOJA:  It represents, firstly, the volumes.  As our response in (a) states, the volumes were based on the sort of 90 percent factor that Enbridge is proposing in the firm transportation proposal, applied against the estimate of total direct shipper volume that would be affected by this, multiplied by essentially an estimate on our part of transaction costs.


MR. DeROSE:  So it represents your best estimate of total direct shipper costs, not just Direct Energy's?


MR. KHOJA:  That's correct.


MR. DeROSE:  I take it that this is -- you didn't base the costs -- this is a high level estimate; is that fair?


MR. KHOJA:  It's an estimate.


MR. DeROSE:  Okay.  And may I assume that each direct shipper would have different costs of cancelling a hedge or going to a five-year contract, depending what their hedges are at the moment and what their portfolio looks like?


MR. KHOJA:  Well, what we should clarify is that the 53 million estimate doesn't factor in sort of each direct shipper's what I will call a mark-to-market value of their portfolio.


This is more of just saying there will be costs - and Mike can explain it a little bit further - in terms of bid-ask spreads to sell their existing Ontario-landed gas hedges and replace them with hedges at AECO.


There will be -- there could be and probably would be additional costs considered on a shipper-by-shipper basis on sort of the mark-to-market impact of, you know, where they bought their -- when and where, you know, their cost of Ontario-landed gas versus current market values.


MR. DeROSE:  Thank you.


The 53.4 million, I take it those are costs that would be incurred directly by the shippers themselves, and presumably flowed through to their customers?


MR. KHOJA:  The costs would be incurred by shippers, and eventually I think shippers would be looking to recover that cost from somewhere.


MR. DeROSE:  Okay, thank you.


Now, if I can take you to CME Interrogatory No. 3, this is the 86.9 million number that you have set out, which is your estimate of the annual revenue generation that TCPL would benefit if this proposal is accepted.


Now, we are both -- both panel members were in the room yesterday for Enbridge's testimony; correct?


MR. KHOJA:  That's correct.


MR. DeROSE:  And you will recall that Enbridge -- and I am paraphrasing, I don't have the transcript in front of me -- but their evidence was that this 86.9 million is already, it's already in their distribution rates.


Do you recall that?


MR. KHOJA:  I recall that specific portion, yes.


MR. DeROSE:  Do you agree with their evidence on that?


MR. KHOJA:  If I recall correctly, what was stated by Enbridge is that the charge that currently is assessed to customers for transportation via the distribution charge incorporates the weighted average cost of transportation for their entire portfolio.


As their evidence suggests, part of their portfolio includes TCPL firm transport and it also includes Alliance and Vector and other, you know, various other transportation arrangements.


MR. DeROSE:  Okay.  This $86.9 million, obviously somebody will have to pay this to TCPL if the proposal is accepted.


Is it your company and your client base that would pay that 86.9 million as the direct shippers?


MR. KHOJA:  What we're saying is that if this proposal is adopted, that essentially our customers, the direct shippers customers will be subjected to TCPL toll risk and so essentially they will be paying whatever the associated toll would be at any given point in time.


MR. DeROSE:  Okay.  Thank you.  Those are all of my questions for you.


MR. SCHUCH:  John?


MR. DeVELLIS:  No thanks.


MR. SCHUCH:  Ian?

Questions by Mr. Mondrow:


MR. MONDROW:  Thanks.  I just want to ask you about one diagram I am just flipping through, the hand-out that you provided this morning which has been labelled TCU3.1.


I am looking at page 6 which I gather is a reproduction of a PowerPoint slide, which is actually a map with some mark-ups on it that Union Gas produced in November 2008.


Could you just explain, if you could, gentlemen, why this is, why this map is provided and what you say it illustrates.


MR. NEWMAN:  Part of the issue that we have as Direct Energy is that the proposal will -- given that, you know, if forced to show firm upstream transportation arrangements, that the only way to get there, as was stated yesterday, is on long-haul transportation, it's going to link for -- we'll say a permanent time being -- sorry, it is going to link our customers to Alberta gas, which is a declining supply basin.  So instead of looking for more alternative routes for, you know, gas that could be the shale plays in Quebec, shale plays in Pennsylvania, et cetera, the market is not going to have any more innovation as there is going to be only one supply basin available to the shippers.


MR. MONDROW:  And this dotted line that terminates in an arrow which runs across the to be left-hand portion of the diagram, that is a schematic for the mainline, I assume?


MR. NEWMAN:  That is the northern route, yes.


MR. MONDROW:  Okay.  I know this isn't your PowerPoint, but how would you interpret the dots?  Why is that line dotted and the other lines are not, the other arrows are not dotted?


MR. NEWMAN:  Simply just to illustrate, this is the route our shippers would have to take, whereas there are a number of other potential places that, in the future, we would love to see gas get to Enbridge's franchise.


MR. MONDROW:  It's my understanding that the volumes generally on the mainline have been decreasing for some time.  Is that your understanding as well?


MR. NEWMAN:  That is correct.


MR. MONDROW:  Presumably that is in some significant measure a function of some of the dynamics reflected on this map, the declining WCSB production, the increasing production from alternate supply sources, would you kind of agree with that assessment?


MR. NEWMAN:  Yes.


MR. MONDROW:  So the extent to which interruptible transportation or pipe space were available on TransCanada, would obviously be a function of how much firm transportation is contracted from this point going forward.  Is that a fair assessment?


In other words, if there isn't a significant and marked reversal of the recent trend to decontract firm, it is unlikely pipe will be so full that interruptible will no longer be available?


MR. NEWMAN:  That is our belief, yes.


MR. MONDROW:  Okay, thanks.  That's it.  Sorry, thank you, Colin.  Thank you, gentlemen.


MR. SCHUCH:  Valerie?


MS. YOUNG:  I have no questions, thank you.


MR. SCHUCH:  David, no?


MR. ROSS:  I just have a couple.

Questions by Mr. Ross:


MR. ROSS:  If you could turn to your response to TransCanada Interrogatory No. 1(c), which is Exhibit I, tab 16.


We asked you there -- maybe it was a poorly worded interrogatory -- what your understanding of the charge for transportation services that's currently embedded in Enbridge's cost to the customers.


You gave an explanation of what that was.  What I was really after is what the number is, what the dollars per gJ or dollars per cubic metre charge is that they have embedded in their bill for transportation services.  Can you provide that to me?


MR. KHOJA:  I don't have the number off the top of my head.  It is embedded along -- as it currently sits, transportation is embedded in distribution charges on Enbridge's bill.  It is not currently separately broken out.  It will be at some point in the future when Enbridge implements their new CIC system.


MR. ROSS:  Can you provide me with what your understanding of what that number is, if it is --


MR. KHOJA:  Are you asking me can I provide you the exact number right now or are you asking me what the basis of that number is?


MR. ROSS:  No, what the exact number is right now.


MR. KHOJA:  I don't know the exact number off the top of my head.


MR. SCHUCH:  I think we would have to take an undertaking.


MR. ROSS:  That's fine.


MR. SCHUCH:  TCU3.3.  Murray, could I get you to briefly state the nature of the undertaking so the record has it.


MR. ROSS:  Provide the cost of transportation in either dollars per gJ or dollars per cubic metre or both that Enbridge includes in their bill to customers.


UNDERTAKING NO. TCU3.3:  PROVIDE THE COST OF TRANSPORTATION IN EITHER DOLLARS PER GJ OR DOLLARS PER CUBIC METRE OR BOTH THAT ENBRIDGE INCLUDES IN THEIR BILL TO CUSTOMERS

MR. SCHUCH:  Thank you.


MR. ROSS:  Turning to the interrogatory just below that, 1(d), where you say that Direct Energy has the ability to charge customers for transportation separate from gas supply.


I was just curious, when you say you have the ability, does that mean you have a contract with the customers that specifies what that charge will be?


MR. KHOJA:  The terms and conditions that we have in our retail contracts state that customers -- that we -- customers will be responsible for the transportation charges and that Direct Energy can charge customers transportation charges, more or less.


MR. ROSS:  So there is no particular number or price specified?


MR. KHOJA:  No, there isn't.  And it is a function really of, again, going back to the Enbridge example, that currently Enbridge's CIS system doesn't bifurcate the transportation rate from distribution.


Customers currently pay as Enbridge's evidence states, that the rate that the customers pay for transportation that's embedded within that distribution charge is the weighted average cost of Enbridge's transportation.


MR. ROSS:  So there is no price in dollars per cubic metre specified in the contract that you should charge for transportation?


MR. KHOJA:  Currently there is not.


MR. ROSS:  Is there a mechanism for determining that charge included in your contract?  Or is it basically up to Direct to decide what they want to charge.


MR. KHOJA:  Well, as I just stated, currently we don't control the transportation charges to the customer in the Enbridge territory.


Enbridge assesses transportation in the distribution charge.


MR. ROSS:  Yes.  What I am trying to get at, when you have the ability to direct Enbridge to include a transportation charge on a customer's bill come June of this year, how will you decide what charge to put on the bill?


MR. KHOJA:  It will be based on sort of our portfolio cost of transportation.


MR. ROSS:  That's entirely up to you how to decide what that is, what that number is?


MR. KHOJA:  It is based on the, as I said -- yes.  Part of the terms and conditions of our contracts is based on our sort of cost for transportation.


MR. ROSS:  Okay.  And that cost is solely determined by you?


MR. KHOJA:  That's correct.


MR. ROSS:  Thank you.


MR. SCHUCH:  Those are all of your questions?


MR. ROSS:  Yes.


MR. SCHUCH:  Thanks.  Anyone else?  That's it.


MR. FORSTER:  Sorry, Colin, can I just ask, in terms of undertaking TCU3.3, I believe that the question is:  What is Enbridge's current weighted average cost for transportation?  That is in the distribution rates; is that correct?


MR. ROSS:  Yes.


MR. FORSTER:  Can we ask Enbridge what it is?  Can we expedite the process?


MR. ROSS:  I'm fine with that.


MR. FORSTER:  Because we will have to go to Enbridge to say, what it is today, unless we have it recorded, and I am not sure.


MR. SCHUCH:  Should we redirect the undertaking TCU3.3 to Enbridge?


MR. CASS:  Yes.  We can do that, Colin.


MR. SCHUCH:  Do you have any concluding --


MR. FORSTER:  I have none, thank you.


MR. SCHUCH:  Then I think we can dismiss the Direct Energy panel, and next up would be TransCanada.  Thank you.

TRANSCANADA PIPELINES LTD. - PANEL 1

Steve Emond


Tim Stringer


Ken Schubert

MR. SCHUCH:  Mr. Ross.


MR. ROSS:  I will just introduce our panel.  To my extreme right is Mr. Tim Stringer, who is manager commercial east for TransCanada.


Next to him is Steve Emond, who is vice president system design and commercial operations, and next to Steve is Ken Schubert, who is senior business analyst.  I don't have any opening comments or anything.


MR. SCHUCH:  Thank you.  Anyone have questions for TransCanada?  Mr. Cass?

Questions by Mr. Cass:

MR. CASS:  Again, Colin, I have just one area, if I may.


Panel, I am going to ask you one or more questions about January of 2004.  I realize that goes back a few years, so if you need to give an undertaking, that's fine.  You may be able to answer the questions without an undertaking.  I leave that to you.


I believe that the last time Enbridge reached its design-day conditions in terms of winter weather was on or about January 15th, 2004.  So my question was to ask you about system conditions on or around that date.


Are you able to answer now or could you give an undertaking as to the extent to which there might have been cuts to interruptible transportation or diversions on or around January 15th of 2004?


MR. EMOND:  I think we will have an undertaking around that, but I would offer that, as I recollect, in that period it was very extreme cold temperatures, and the TransCanada system was restricting discretionary services at that time.  I know that affected a lot of customers, both in Canada and in the northeast US, and so it was a fairly extensive cold snap and it did have impact on flows on the system.


But as to the particulars in terms of who -- if that's what you're looking for, sort of more data in terms of exact cuts, we would have to take an undertaking.


MR. CASS:  Yes.  As much detail as you could give me would be useful, even if it would be a percentage of IT that was cut.  Whatever you can provide to me would be helpful.


MR. EMOND:  Yes.  We can certainly do that.


MR. CASS:  Sorry, Colin just, before we give it a number, just one more thing, because maybe we can give it all one number.


Also, I am wondering -- and, again, you can take this and think about it, but about whether you can also provide any information in the undertaking response about what the reaction was after these cuts at that time.  Can you do that, as well?


MR. EMOND:  Yes.  Certainly we will do that.


My recollection, again, is, in the instance, I know that we were contacted, for example, by several governors of US states in the northeast regarding the supply restriction or transportation restriction.  And, as I recollect, we did have a lot of recontracting of firm the next year.  But we will certainly follow up with the data.


MR. CASS:  All right.  Thank you very much.  That's all, Colin, thank you.


MR. SCHUCH:  Thanks.  We will assign undertaking TCU3.4 to that.

UNDERTAKING NO. TCU3.4:  TO Provide information as to whether there were any cuts to interruptible transportation or diversions on or around January 15, 2004 and any reaction received; AND TO ADVISE OF ANY SIGNIFICANT SYSTEM FAILURES THAT OCCURRED IN JANUARY OF THIS YEAR

MR. SCHUCH:  Any more questions, Mr. Cass?


MR. CASS:  No, that's all.  Thank you.


MR. SCHUCH:  Thanks.  Vince?

Questions by Mr. DeRose:

MR. DeROSE:  Thank you, panel.


Just following up on what Mr. Cass has just asked, was January 2003 the last time that the demand for discretionary capacity -- first of all, in January of 2003, did the demand for discretionary capacity exceed the capacity available?


MR. EMOND:  I'm sorry, just to clarify the question, was the question:  Was that the last time?


MR. DeROSE:  I think in all fairness I started off saying the last time, and then I was going to split it into two, because I wasn't actually sure whether January 2003 you would -- first of all, do you agree that in January 2003 the demand for discretionary services exceeded capacity?


MR. EMOND:  Yes.  So actually I think the question was 2004.


MR. DeROSE:  I'm sorry, was it January 2004?


MR. EMOND:  But having said that, I will go on to the second part of the question.


MR. DeROSE:  Thank you.


MR. EMOND:  So this January, we had similar circumstances in terms of restricting, fairly broadly, discretionary services to eastern Canada.  But beyond that, I would say hardly a day goes by that we are not restricting some discretionary somewhere on the system.


MR. DeROSE:  Okay.  Can you -- if we take the -- back in January of 2004, how do you decide or determine which discretionary services to restrict?


MR. EMOND:  The priority of service is set out in TransCanada's tariff, and I believe that was -- that portion of the tariff was filed by Enbridge, I believe.  So I will generally recap that, if that is what you are looking for.


MR. DeROSE:  Thank you.


MR. EMOND:  What we would do is, first off, schedule firm nominations, so firm service nominations.  Then if there is any capacity left after that, we would then schedule diversions.


Then the third kind of category, then, would be interruptible service.


MR. DeROSE:  Thank you.  In January of 2004, you aren't aware of any of the -- was there any system failures in the US or Canada as a result of cold weather?


MR. EMOND:  To my recollection, there was nothing out of the ordinary, but that will -- we are prepared, as part of the undertaking, to obtain that data, as well, if there is any major interruption.


My recollection, if it was similar to this past winter, whenever you get extreme cold temperatures, you are going to have some compressors that don't immediately start or don't come on stream fairly quickly.


So there will be some impact on capacity, typically in that kind of weather scenario, but I would have to -- in terms of 2004, we would have to get the data.


MR. DeROSE:  Okay.  I take it that 2000 -- you also mentioned January of this year.


Was January of 2004 was much worse, is that fair, than January of this year?


MR. EMOND:  I don't know that I would say much worse.  Similar circumstance, in that it was a very -- fairly extreme weather condition.  It wasn't just in one particular area.  It tended to be, as I recollect, across eastern Canada, north-east US.


The system was operating at capacity.  A number of shippers were unable to get discretionary capacity authorized.


MR. DeROSE:  Okay.


Again, I know for 2004, you said you would indicate this.  If you are aware of any -- and perhaps we can say significant system failures that occurred in January of this year, as well, would you be able to identify those for us?  I leave it up to you what significant means.  I mean, if a single compressor went out and it was -- if you had trouble starting it, I don't need to know that.


MR. EMOND:  Yes.  I think we would be happy to provide some information.


We have provided to our customers already some information regarding operations during that period.


There were quite a number of compressors that either didn't start immediately, came on, but went off.  We had valve freeze-offs.  Any time you get that kind of weather condition, it is like people's cars, even if you plug them in, when you get minus 30 ^wind chills, equipment doesn't start, and so we have that same kind of issue.



So there is nothing -- no one, it wasn't like a major line break or anything like that.  It was just a number of compressors having difficulty starting them.  But we would be happy to provide additional details, if you'd like.


MR. DeROSE:  I don't want to put you to too much work, but if it is not a problem, it would be appreciated.


MR. EMOND:  That is not a problem.  As I say, we already presented that to customers.


MR. DeROSE:  Would you like that to be part of Mr. Cass' previous undertaking Colin?


MR. SCHUCH:  If we can.  It sounds like it would make sense to include it as that, if that is acceptable.


MR. DeROSE:  Is that okay, Murray?


MR. ROSS:  Sure.  I think we talked about that in our evidence, as well.  Some of the problems that happened this past winter.


MR. DeROSE:  Perhaps we could -- I was just going to say we can just leave it, if there is anything that isn't included in your evidence that you could just highlight without too much problem, it would be appreciated.


MR. ROSS:  Okay.


MR. DeROSE:  Panel, if I could take you to your interrogatory response to CME No. 4.  This is Exhibit L, tab 18, item 4.


In this question, we asked for your views on whether the risk of a marketer failing to meet its delivery obligation to EGD is low, medium or high.  You indicated that you were not able to answer because the request contained insufficient information.


You went on to indicate that you would expect the level of risk of a marketer failing to meet its delivery obligation to be marketer and situation-specific.


Now, panel, in terms of situation-specific, what would be the information that you would require about a specific situation to assess risk in that context?


MR. EMOND:  Where we were coming from on this question was trying to differentiate between a marketer who may hold firm service transportation versus a marketer relying on some other form of transportation, some discretionary service.


MR. DeROSE:  Okay.  So when you talk about situation-specific, is it fair to say you are really saying what the marketer's particular portfolio would be?


MR. EMOND:  We were focussing on the type of transportation --


MR. DeROSE:  So it would be the transportation portfolio?


MR. EMOND:  Yes.


MR. DeROSE:  Okay.  So if you were given information about the split between their firm transportation component of their transportation portfolio and the discretionary services, would you then be able to assess risk, in the broad categories of low, medium, high?


MR. EMOND:  I think I would hesitate to sort of put categories on it.


I think we can certainly describe the risk and I think in our evidence and our IR responses, we've attempted to describe what situations might lead to discretionary service not being authorized.


Just for example, if a customer had say 75 percent of their requirement met through firm transportation, and 25 percent through discretionary, obviously the risk is less than if it was 100 percent discretionary services.


But if you got into one of these extreme winter days, such as we might have had in 2004 or January or this year, even having 25 percent moved under discretionary service puts that customer potentially at risk if we are not authorizing all of the discretionary that is requested.


Putting labels on it I am not sure we can do, but hopefully that helps you understand the dynamics of it.


MR. DeROSE:  Okay, well let me take you to Interrogatory No. 5.  This is CME's Interrogatory No. 5.


Now, this is where I think to a certain extent what you have just described, in terms of the different situations and the different -- whether nomination windows would close and whether there could be diversions, et cetera.


Again -- and I believe you were in the room yesterday; correct?


MR. EMOND:  That's correct.


MR. DeROSE:  These are similar questions, you can tell that CME is struggling to try and assess risk because to a certain extent what Enbridge is trying to do in this hearing and what your evidence also speaks to is, how much FT is enough to be, in terms of risk management.


So should it be 100 percent?  Is 80 the right number?  The right number is 70?  What is the right number?


Are you able to -- I appreciate that 75 percent is more risky than 100 percent but less risky than 50 percent.


Internally at TCPL, would there be any rules of thumb or any type of guidance that you can share with us that would help understand where the risk on that sliding scale lands?


So for instance -- I mean I appreciate 75 percent is kind of the middle of the road, but is 80 percent -- if direct shippers have 80 percent FT capacity to the CDA, are you able to say what the likelihood that they would not be able to find 20 percent discretionary transportation on a design day would be?


MR. EMOND:  Again, I don't think I can put numbers on it, and I wish I could.


MR. DeROSE:  Low, medium, high?


MR. EMOND:  I will maybe offer a couple of comments that will hopefully help you.


MR. DeROSE:  Okay.


MR. EMOND:  One thing from our perspective, being the operators serving a lot of LDCs both in Canada and the US, is typically we find the LDCs have a requirement to hold firm, they or their customers.  If it's a firm market, you must hold firm transportation.  And I know Enbridge has filed a lot of evidence regarding other LDCs in other jurisdictions, and I believe the overwhelming majority of them are required to hold firm.


I think, from an operating perspective, I think that makes sense.  That may mean on many days you have excess capacity that isn't required, but really what the pipeline is designed for and I think what customer needs are is on the day when it is minus 30 and everybody desperately needs gas.  I think that is when I personally believe that firm requirement customers should have firm service in those cases.


I will give you one other sort of anecdote at that might help.  If you look at the new power generation facilities in Ontario, gas-fired generation facilities, it is my understanding they're required to hold firm transport.  I think it is the same issue, where there is concern that, on a peak day, are those power plants going to be able to deliver, and it was the judgment they should hold firm service


MR. DeROSE:  That would be -- on your system, would that be STFT -- or, sorry, FTS -- the short-term --


MR. EMOND:  FTSN, firm transportation short notice, yes.


MR. DeROSE:  Thank you.  Now, if all firm customers are required to have firm transportation, does that undermine -- I take it you are aware of -- did you follow the NGEIR hearing, at a high level?


MR. EMOND:  Yes.


MR. DeROSE:  So you are aware there was evidence about the liquidity of the Dawn hub --


MR. EMOND:  Yes.


MR. DeROSE:  -- in that?  If all firm customers in Ontario are required to have FT, does that undermine the liquidity of the Dawn hub?


MR. EMOND:  I don't believe so.  If the transportation, the firm transportation, is from Dawn to the market, those parties with the transportation still need to acquire gas supply at the Dawn hub, and I understand there is a fair degree of liquidity there.


Similarly, if they're holding long haul on our system back to Alberta, the NIT hub or AECO hub in Alberta is very, very liquid.

So I think you can have lots of transactions and liquidity happen at those hubs.


MR. DeROSE:  Okay.  If I can turn you to CME No. 7, in this IR we were asking you to estimate the approximate incremental costs for a marketer to convert from discretionary services to FT.


Again, you have indicated that the request had insufficient information.  What further information would you need to give that estimate?


MR. EMOND:  Again, I think it is shipper specific.  If a shipper was moving today using discretionary services, their costs would be different than if it is firm service, potentially.  Is it a long haul, a short haul?  What kind of discretionary service?  So it is hard to say for each individual direct seller what that cost might be.


Now, it was our understanding that -- maybe I don't understand it properly, but that via the Enbridge invoicing today, the full TransCanada long haul FT cost is recovered.  Excuse me.


If that were the case, I am not sure that there really is an incremental cost, if parties have to actually then contract for that service.  It struck me as they're already recovering that cost from customers.


MR. DeROSE:  Okay.  On that point, I don't think you need to turn it up, but Direct Energy's response to CME No. 3 - we have heard this number a number of times over the last couple of days --


MR. EMOND:  Yes.


MR. DeROSE:  -- estimates the annual revenue generation for TCPL from Enbridge's proposal at $86.9 million annually.


Do you agree with that number?


MR. EMOND:  No.


MR. DeROSE:  Why not?


MR. EMOND:  I think at the highest level, first you would need to compare what is being paid today by these customers to TransCanada, how the gas is moved, and compare that to what would be paid under this.


It depends on the path that the customer contracts.  I think their calculation was based on an Empress to eastern zone.


We heard yesterday North Bay junction could be used.  There is also potential for Dawn to CDA to be a path that could be contracted on a firm basis.  So it is not sort of a given that it has to be a long haul transportation.


One other thing I would like to clarify is that when we talked about revenue to TransCanada, this is not going to TransCanada's shareholders.  Whatever revenue we would collect goes back to all customers.


MR. DeROSE:  Oh, no.


MR. EMOND:  I just wanted to make sure.  I hope that was a given.


MR. DeROSE:  That was a given, at least in my mind.


MR. EMOND:  Okay.


MR. DeROSE:  So you don't agree with the 86.9 million.


In your view, is it likely that that number is a lower number, or it could be a greater number, or you don't know?


MR. EMOND:  Well, I would say definitely the number is lower.  The question to me would be:  Is it zero?


If you look at the discretionary services laid out here -- for example, IT today is a higher price than FT.  So depending -- again, it is our understanding the gas must be delivered each and every day, so it is not like you can take a firm contract and only use a portion of it.


If you're using IT service, you would have to use that every day, presumably, to meet the obligation to deliver every day to Enbridge.  If you are paying the floor price of $1.30, that is more than what the comparable FT price would be.


In that scenario, the costs would actually be lower under the proposal.


MR. DeROSE:  Okay.  So I take it you can't estimate a comparable number, because you don't know how things would play out?


MR. EMOND:  Well, we don't know what current transportation arrangements parties have made, and we don't know what they would elect to contract, but I do believe there are less expensive options than all of this being firm long haul from Empress.  That's certainly one option.


When you factor in the difference in price between Alberta and Dawn, that may be at certain times an attractive option, but there are shorter hauls, such as North Bay or Dawn, that are potential hauls.


MR. DeROSE:  Okay, thank you.  The final question on this is, again, there's been discussion -- the reference is CME No. 2 to Direct Energy.  Direct has assessed the shipper's cost to unwind hedges to be $53.4 million.


Again, I don't think you need to turn it up.  The number has been talked about.


Do you have any information that would lead you either to agree or disagree with that number?


[Witness panel confers]


MR. EMOND:  I don't think we are in a position to comment on that.


MR. DeROSE:  Thank you.  Thank you, Colin.


MR. SCHUCH:  Thank you.


MR. DeROSE:  Thank you, panel.


MR. SCHUCH:  John?

Questions by Mr. DeVellis:

MR. DeVELLIS:  Thanks, Colin.  Good morning, panel.


I just have one question, and it is on this issue of the cost that you were discussing with Mr. DeRose.  And I may have just must understood your answer, but I want to go through a couple of your answers from the interrogatories.


The first is your response to Direct Energy No. 10.  Well, actually, in part D, this is where they put to you the $86.9 million and they ask you:  

"Would TCPL agree that this change represents a demand total of $86.9 million annually?"


Then you refer Direct Energy to your answer to Shell No. 6(b).  If you could turn that up? 


I thought, when I read that, it seemed like you were proposing a different number, and what you say in Shell (b) -- sorry, 6(b) to Shell is:

"The total impacts reflect the net effect of the additional revenue from the incremental FT and an offsetting reduction in revenue from discretionary services resulting from a lower toll."


Then you have a table on page 2 of that response.


MR. EMOND:  Yes.


MR. DeVELLIS:  It sounded like what you were saying is that you need to net out whatever the discretionary tolls are.


MR. EMOND:  Yes.  I should clarify that what's in the table does not net out what is currently being paid by direct sellers to meet that requirement.


In the reference here, it talks about offsetting reduction from discretionary services.  That just reflects that as the toll goes down -- assuming you've got the same level of discretionary services moving, if the toll goes down, we are collecting less revenue from those services. 


But this table does not capture if parties, pursuant to this proceeding, were to contract for firm and not move gas on discretionary, that isn't captured in this table. 


MR. DeVELLIS:  Okay.  So on this table, you have various levels of demand.  The last one is 200 teraJoules per day.  The revenue, then the last column, third column says revenue from incremental FT is 81.5 million.  


MR. EMOND:  Yes.

MR. DeVELLIS:  Is that your reply to Direct's proposition that it was the 86.9 million is the incremental revenue?

MR. EMOND:  I characterize it as simple math.

MR. DeVELLIS:  Okay.

MR. EMOND:  You take 200 million times our long haul toll and you get that number.  The only difference we've done is say that well if the toll gets reduced from 1.19 down to 1.12, we are going to collect less revenue from all discretionary services, and therefore the net revenue difference is only 81 million instead of 86. 


So that's the simple math. 


I think what is more difficult and what we haven't tried and I don't believe can answer is:  What would be the reduction from the direct sellers in Ontario in terms of what they're paying today. 


MR. DeVELLIS:  Okay.  The difficulty I am having is the use of the word "incremental" on the table.  What is that incremental to? 


MR. EMOND:  It is everything else being equal.  So if all of the flows that exist today continue and all of the contracted service -- including all of the discretionary -- continues today and we just had an incremental 200 million a day of firm contracts, that's what this number represents.

But I don't think that is a likely scenario or that is not a realistic scenario. 


MR. DeVELLIS:  Because you would have a corresponding decrease in non-firm contracts? 


MR. EMOND:  That's correct.  And that we can't estimate because we don't know what the direct sellers are paying today. 


MR. DeVELLIS:  Okay.  I will have to think about that.  Thank you. 


MR. SCHUCH:  Thank you.

Questions by Mr. Mondrow:

MR. MONDROW:  Gentlemen, just while we are on that table and Shell, your response to Shell Interrogatory No. 6.  The eastern zone toll column has toll figures in dollars per gJ that decline as the incremental full toll transportation contract, I gather, goes up. 


So I am assuming that the toll reductions in the second column are your estimate of the impacts on tolls of increasing firm contracted volumes and accord with the numbers in the first column.  Is that right? 


MR. EMOND:  That's correct. 


MR. MONDROW:  Not very succinctly stated, but thanks for that. 


MR. EMOND:  Maybe I will just restate it again. 


MR. MONDROW:  Sure, go ahead, by all means.

MR. EMOND:  Assuming we start with our base toll of 1.19 and volumes as they exist today in our final tolls this year, if we keep all of that constant but just add 200 million of incremental firm and the flows associated with it, that is the toll level that you would get. 


MR. MONDROW:  What is your toll forecast for 2010? 


[Witness panel confers] 

MR. STRINGER:  I think we posted a toll estimate in the range of $1.44, I believe. 


MR. MONDROW:  Thanks.  I am going to ask you another what may seem like an odd question, but maybe you could help me.  First of all, I really appreciate your evidence I think it was actually very helpful to have this evidence, so I think it will help the Board and it certainly helps the parties. 


In that spirit, I wanted to ask you if you could maybe describe, to the extent that you have information or understanding from your experience, how marketers, what you call direct resellers, get their gas to the Enbridge territory on a cold day if they're not using firm transportation. 


MR. SCHUBERT:  The data we provided shows I guess all shippers, how the -- the make-up of what was delivered. 


MR. MONDROW:  Can you point me to that? 


MR. SCHUBERT:  Certainly.  It is in our evidence.  Figure 4, page 16 of our evidence. 


MR. MONDROW:  This is all TCPL pipe, right, reflected in this figure? 


MR. SCHUBERT:  Yes. 


MR. MONDROW:  Before we get into the figure, are there other pipes that marketers would use to get their gas into the Enbridge franchise territory? 


MR. SCHUBERT:  My understanding is they have a connection at Parkway with Union. 


MR. MONDROW:  So this is the M12 that was talked about yesterday?  Is that right?  Is that what you're referring to?

MR. SCHUBERT:  That's my understanding, yes.

MR. MONDROW:  In addition to the mainline and M12, there is some TCPL pipe from Dawn east, north-east? 


MR. SCHUBERT:  Sorry, could you restate the question?


MR. MONDROW:  In addition to the mainline, which comes in kind of at the top of Enbridge franchise territories - you can tell I'm not a geographer either - but kind of at the top, and M12 that goes from Dawn up to --

MR. SCHUBERT:  To Parkway? 


MR. MONDROW:  -- to Parkway, there is some TCPL pipe that goes from Dawn towards Parkway or Kirkwall, is it?  


MR. SCHUBERT:  We have Kirkwall down to the Niagara line and there is some Enbridge load served off of that line.

MR. MONDROW:  You contracted on M12? 


MR. SCHUBERT:  Yes. 


MR. MONDROW:  Maybe that is what I'm thinking of, you have firm space on M12? 


MR. SCHUBERT:  Yes, that's correct.  Some of it delivers to Kirkwall, some of it delivers to Parkway.

MR. MONDROW:  I guess you know maybe – well, let me come back to that.  You had taken me to these two – well, the first item is figure 4. 


That breaks up daily deliveries to the Enbridge CDA for winter 2008-2009 between interruptible, diversions, and ARP is at alternate receipt points? 


MR. SCHUBERT:  That's correct. 


MR. MONDROW:  Short-term firm transportation and, firm transportation, firm transportation short notice and --

MR. SCHUBERT:  Storage transportation service.

MR. MONDROW:  I wanted to be perfect, sorry. 


MR. SCHUBERT:  So the latter is our long-term firm renewable service.  The top three, IT, diversion, ARP and STFT are what we call discretionary. 


MR. MONDROW:  So in addition to these, they're energy figures I guess, gigaJoules, there would be whatever M12 capacity is available to marketers or their suppliers for getting gas into Enbridge? 


MR. SCHUBERT:  Well, that M12 the gas, that delivers the gas to Parkway.  Parties would have to have transportation from there to get it to the delivery area. 


MR. MONDROW:  Whose transportation is that? 


MR. SCHUBERT:  I guess on our system, it would be Parkway to the Enbridge CDA, for example.

MR. MONDROW:  Is there anyone else -- is there another pipe other than your system going from Parkway to Enbridge CDA? 


MR. EMOND:  No, there is no other pipe, other than the interconnection between Enbridge and Union at Parkway. 


MR. MONDROW:  Okay.  Then if I look at figure 5 on the next page, page 17 of your evidence, I see -- this is delivery to the eastern delivery area, is that what EDA stands for?

MR. EMOND:  Yes. 


MR. MONDROW:  I notice just looking at the colours there is a lot less short term firm transportation and a lot more diversions and alternate receipt points. 


Can you just explain -- maybe help me with the physical reality that underlies the fact that I see very little short-term firm transportation on the EDA delivery graph.  I see a lot more diversions.  That is presumably a function of the physical system. 


MR. SCHUBERT:  I guess as you go further east on our system, it tends to get tighter.  So some of it may be availability of capacity for short-term firm.

MR. MONDROW:  Would these be shippers that had actually contracted to a point west of the EDA on your system that are then diverting to an alternative delivery point?  Maybe that is not the right terminology but electing an alternative receipt point using that ARP functionality? 


MR. SCHUBERT:  Diversions on our system, a valid diversion point is any point downstream of what you can nominate, so as a receipt point. 


So diversions can be either transportation that was, the firm path was further east, let's say and diverted to the Enbridge EDA, so further west.  Or it could be FT service that was a delivery point much further west than, say, Saskatchewan, that was diverted downstream.


Now, depending on where the bottleneck is, the priority of service would differ.


MR. MONDROW:  This was probably a question I should have asked Enbridge, but maybe you can help me while you are here.  The delivery obligations for direct purchase customers, are they receipt point specific on Enbridge's system; do you know?


MR. SCHUBERT:  I don't know offhand.


MR. MONDROW:  Okay.  You are really not the people I should ask that question to, so I will find out.


So here's my conundrum.  There is an interrogatory response which is -- you might want to turn it up.  It's Exhibit I, tab 9, schedule 24.  It is an Enbridge response to Direct Energy.


It talks about -- on these constrained days in January 2009, about 440,000 gigaJoules of CDS, which I gather is curtailment delivery service.


As I understand that -- or curtailed delivery supply, is that the right acronym?  Do you know?  We will go to the reference.  It's Exhibit I, tab 9, schedule 24, curtailed delivered supply -- curtailment delivered supply.


Are you familiar with that term?  Let's get the reference first.  It is Exhibit I, tab 9, schedule 24.  It is response to part C.


This talks about the period of January 13th to 15th, 2009, generally, in this interrogatory and this response.  In part C, you see that EGD advises it received a total of about 440,000 gigaJoules of curtailment delivered supply.


Are you familiar with the term "curtailment delivered supply"?


MR. SCHUBERT:  Subject to check, my understanding that that is service on Enbridge's system.


MR. MONDROW:  Yes.  Well, okay.  My understanding is that the dynamic reflected here is that a customer who is curtailed has an election.  They can say, Well, we're going to operate anyway, and we are going to bring in additional supply.  That is the curtailment delivered supply.


So Enbridge starts to go through its system integrity protocols and it starts to curtail users.  That user can say, Well, I am not going to shut down.  I am going to run, but it is okay, because I will bring in more gas to satisfy my load requirements. 


You understand that to be the same thing as I do?


MR. EMOND:  Yes.  That is how I would understand it.


MR. MONDROW:  So somehow during these really tight days, in addition to the -- I think it is 440, or in that range of curtailment that was exercised.  So there is that sort curtailment room that Enbridge has to work with.  In addition to that room, these customers who were being curtailed managed to get gas to Ontario in these volumes.


I am trying to figure out how they did that.  Your system is full, Enbridge is curtailing, and yet people are able to bring gas in.  I don't understand how that happens.


MR. EMOND:  I think if you could refer back to our direct evidence, the tables we were just looking at a minute ago, I guess that was figure 4 and figure 5.


Above the dark black colour there, all of those other services are still discretionary services, and you can see that there's still an awful lot of volumes.  Even during those January periods when our system was chockablock full, there were still quite a bit of discretionary volumes moving to the Enbridge service territories.


MR. MONDROW:  Yes.


MR. EMOND:  So some customers are able to get some gas to the market.


It is just that relative to the requests we had for service during those really cold periods, we weren't able to authorize all of the requests.  So there were a number of customers that did not get their gas, but that doesn't mean you can't get a good portion of discretionary even on those days.


MR. MONDROW:  Right.  Well, I think in the end everyone got their gas, or almost everyone, on those days based on these numbers.  But what I am trying to understand in light of that picture is:  How physically is that gas getting to Ontario?  Is it on TCPL's pipe?


MR. EMOND:  Yes.  These volumes here, illustrated in our figure, those are physical volumes that were delivered by TransCanada to the Enbridge service territories.


MR. MONDROW:  Okay.


MR. EMOND:  I can't pick out a particular day, but on sort of the peak ones there, it looks like at least half a Bcf a day, if not 700 million a day, of discretionary was getting to the market on those days.


MR. MONDROW:  So you did a good job on those days, it seems to me?


MR. EMOND:  If you look at the decontracting on our system, there's been a lot of decontracting over the past few years.  So there is, on an average day, a lot of excess capacity --


MR. MONDROW:  Just to be clear, these weren't the average days.  These were the peak days.


MR. EMOND:  No, I understand.  Yes, that's right.


MR. MONDROW:  Let me pick up on your decontracting comment.


I had some brief discussion with Direct Energy folks a few minutes ago, which you heard.


You have confirmed, I think, my understanding that in the recent few years, there has been a significant amount of decontracting, which would mean people that have firm transportation are giving that up; is that right?


MR. EMOND:  Yes.


MR. MONDROW:  That's been a problem for TCPL.  In fact, it tolls -- upward pressure on tolls and all kinds of concerns about the system.


MR. EMOND:  Absolutely.  I think there was reference this morning to the WCSB, supply basin, reduced production levels.  It has come down a little bit, but there hasn't really been a significant, in my view, reduction in supply in Alberta.


I think what the issue has been is the construction of new facilities out of that basin and the facilities into sort of eastern market area that we traditionally serve, and it is a combination of that that has taken gas off of the main line.


MR. MONDROW:  Competitive systems?


MR. EMOND:  That's correct.


MR. MONDROW:  Competing systems, I should say.  Whether they're competitive or not -- I don't know if they're competing.  And the other dynamic we have observed in spades of late is what is called demand destruction in eastern Canada; right?  That has presumably impacted your flow from western Canada to eastern Canada, as well, and the contracting?


MR. EMOND:  Yes, absolutely.  It is a concern for us, as well.


I think the power generation load in Ontario is the one sort of large incremental growth market in the areas that we serve.


MR. MONDROW:  You are forecasting, I assume, that flow to continue -- subject to the power generation blip, to continue to decrease, or at least not come back in the next couple of years?


MR. EMOND:  Sorry, the which?


MR. MONDROW:  Do you have a forecast of volumes over the next couple of years on your main line?


MR. STRINGER:  We do do an annual forecast of supply and demand, which -- we call it our TSO or TransCanada -- I think is strategic outlook.


And it would forecast -- it's preliminary now, because I don't think we finalize it until May, but it would forecast a drop, I believe, in eastern Canada demand overall.


MR. MONDROW:  How far out does that forecast go?


MR. STRINGER:  I haven't seen the actual forecast for 2009 yet, so -- I think it might be to 2015, subject to check.  I am not sure.


MR. MONDROW:  Is that not public yet?


MR. STRINGER:  No, not yet.


MR. MONDROW:  Do you have a 2008 forecast that would be public?


MR. STRINGER:  Yes, we do.


MR. MONDROW:  Could you provide that?


MR. STRINGER:  Yes, we can.


MR. MONDROW:  Is that in a form you can provide?


MR. STRINGER:  Yes.  I think we can provide that, yes.


MR. MONDROW:  Great.


MR. SCHUCH:  Let's assign an undertaking number to that.  That would be TCU3.5.

UNDERTAKING NO. TCU3.5:  To provide a forecast of volumes.

MR. MONDROW:  And much like CME, IGUA is trying to understand the risks that Enbridge is raising and this information, I realize it is not completely determinative, but it will certainly assist, so I appreciate that.


Just give me a sec, if you could.  I do have a few more questions for you here.


Maybe you can help me.  If we could turn back to your evidence, which is Exhibit L, tab 21, if I could take you to table 2, which starts at page 8 and goes on to page 9?


This is the table where you very helpfully, in my opinion, categorize your different types of services.


I wonder if you could take a few minutes and just describe each of these, and I'll tell you -- rather than just kind of setting you loose, because I know that is not a lot of guidance, let me tell you what I am trying to understand.


I am trying to understand, for each of the services, the essential features, what need they fulfill, the contracting framework.


So, for example, the short notice -- the firm transportation short notice, as I understand it, you have a contract under which you nominate on a short-notice basis.  That is an example.  But that is the contract structure, when I refer to contract structure, that is what I am trying to understand, how each of those services works, contractually.


You have some information in the table, but maybe to keep it all together if you could flag for me how each service is costed as opposed to the firm transportation as you go across these five services.  So would that be something you could do in a couple of minutes?


MR. SCHUBERT:  Sure.


MR. MONDROW:  That would be great.


MR. SCHUBERT:  I will start with firm transportation service.  This is our long-term firm, so minimum one-year term, access fee open season.  So based on available capacity -- and there is two types.  If it is existing capacity, then it is minimum one-year term, parties who have to compete and it would be awarded based on term, times tolls, quantity is not a factor.  So it is just a --


MR. MONDROW:  The toll is --


MR. SCHUBERT:  Is the NEB approved.  It is not a bid toll.  It is the posted toll.


MR. MONDROW:  Right.  When you say parties have to compete for, that is only in the event you don't have another capacity for everybody.


MR. SCHUBERT:  That's correct.


MR. MONDROW:  That is not currently an issue, I gather.


MR. SCHUBERT:  For some paths, yes.


MR. MONDROW:  For some paths?


MR. SCHUBERT:  Yes.


MR. MONDROW:  Yes, okay.


MR. SCHUBERT:  If there is new -- if we don't have capacity, then it would go into new capacity open season and there would be long-term contracts.


MR. MONDROW:  That is 10-years or longer?


MR. SCHUBERT:  Generally, yes.  And again it would be based on, basically you're just bidding the term, the toll is our -–


MR. MONDROW:  Whatever the toll will be.


MR. SCHUBERT:  The NEB-approved toll.


MR. MONDROW:  Have you had any firm transport open seasons for new capacity in the last ten years on the mainline.


MR. SCHUBERT:  For open season, yes.


MR. MONDROW:  How recently was the last one?


[Witness panel confers]


MR. STRINGER:  I believe we would have had one last year, I think the goal of providing service, the aim was for 2010, but I think it was for last year for new facilities out of the Parkway, interconnect with Union Gas.


MR. MONDROW:  Oh, okay.  Would you consider that part of your mainline?


MR. STRINGER:  Yes.


MR. MONDROW:  You would?  Okay.  Okay, thanks.


MR. SCHUBERT:  So once the contract is awarded the tolling structure is a demand commodity, so out of $1.19 most of that -- that's the 100 percent load factor current toll.  Most of that is in demand form.


Parties pay the commodity and fuel for the path that they use.


There is also, I will jump in, I guess, with some flexibility features with FT.  So diversions are where you can deliver to a delivery point that is different in your contract.  There are some rooms it has to be downstream effectively, so it gives shippers a lot of flexibility.


MR. MONDROW:  Just pausing on the alternate delivery for a second.


When you -- presumably you nominate to deliver at a receipt point or delivery point downstream.  Then what do you pay incremental to the toll embedded in your firm arrangement?


MR. SCHUBERT:  For example, if a party had Empress to Emerson as their FT contract, so that would be the posted toll for that, if they on a day wanted to deliver to the Enbridge CDA, they would pay that incremental distance or kilometres then there is a system average unit cost.  So they pay for the daily demand costs if it is more than the primary path.  So in that example, it would be more.


If a party had Empress to East Hereford, let's say, and you wanted to divert and deliver to Emerson, which is the interconnect with Great Lakes, there is no incremental 100 percent load factor toll is less.  So they wouldn't be any incremental daily demand charge but there would be a commodity and fuel for the path that you actually nominated.


MR. MONDROW:  Is there an administrative charge as well for --


MR. SCHUBERT:  No.


MR. MONDROW:  Okay.


MR. SCHUBERT:  Distance based toll.  The priority of service for that is, it's secondary priority.


So the actual priority depends on, if there is any bottlenecks on the system, and whether it -- by nominating this diversion, whether it increased flow-through a bottleneck, or not.


So it gets fairly involved but in a lot of cases it doesn't.  But if it does, then it is prorated with all other diversions going through that bottleneck.


MR. MONDROW:  I think when you answered questions earlier you gave a rough order of priority as firm, diversions, and interruptible, so we are now talking about the middle category.


MR. SCHUBERT:  Yes.  There is kind of a split in there as -- it is on our evidence a little bit later.  Alternate receipt points are very similar to diversions.  It is just -- the receipt point is what you can vary.  So for example, if my primary contract was Empress to the Enbridge CDA and on a day I wanted to receive gas from Saskatchewan somewhere.  The rules there are it needs to be effectively in the path.  So a Saskatchewan point would be.


If I had Dawn to Enbridge CDA, I couldn't receive Empress, as an example, as an alternate receipt point.


MR. MONDROW:  So the difference between diversions and alternate receipt points, as I understand it, is alternate receipt points are receipt points within your contracted path and diversions are receipt points outside of your contracted path?


MR. SCHUBERT:  It is basically downstream of the receipt point.


MR. MONDROW:  But you talked about -- okay.


MR. SCHUBERT:  You can divert to a point within the path or further downstream I guess is another way to say that.


MR. MONDROW:  Okay.


MR. SCHUBERT:  So those diversions we talk about a lot, but they're not a separate contract assigned.  It is a feature of FT service.


As mentioned, it is renewable six months prior notice.  It can be assigned.


There is another flexibility feature known as RAM or risk alleviation mechanism, so for certain types of FT contracts, long haul, like with Empress, unutilized demand charges.  So if you don't nominate today, the unutilized demand charges do a calculation that credits your IT invoice for the month.  It is a "use it or lose it" scenario.


Parties use those a lot.


MR. MONDROW:  That presumably encourages people, everything else being equal, to contract firm knowing that they will get a credit if they don't use it, and they use some interruptible service at another time?


MR. SCHUBERT:  It is a flexibility feature that parties may value.


MR. MONDROW:  When you say risk alleviation, it is the shipper's risk you are alleviating?


MR. SCHUBERT:  Yes.  They have other ways to use that demand charge if they don't use.  But you have to use it within the month.


MR. MONDROW:  Okay.


MR. SCHUBERT:  At a high level, that is FT.


MR. MONDROW:  Okay, that's great.  So if you wouldn't mind taking a few more minutes, that is very helpful, I want to understand the other four services how they're structured relative to the firm transportation service.


MR. SCHUBERT:  Okay.  Storage transportation service, again, it is a long term firm service.


Primarily used where parties can -- you need a long haul FT contract as a linked contract.  STS doesn't stand by itself.  So what parties can do under their FT is either deliver it to the market or to storage wherever it is needed, and STS allows it to go injection into storage.  STS is used to, also used to with draw in the winter time.


So basically seasonal, inject in the summer when you don't need it at the market, and withdraw from storage to market in the wintertime.


MR. MONDROW:  So for us in Ontario, the storage you're talking about would be at Dawn?


MR. SCHUBERT:  Yes.


MR. MONDROW:  So this complements a firm transportation arrangement from Empress to Dawn, and then allows shippers to inject at Dawn and then pull it out at Dawn and deliver it, in the case of this proceeding, to Enbridge when they need it in the winter, that is what that STS leg does for them?


MR. SCHUBERT:  Yes.  They can access storage.  I guess STS is not specifically -- doesn't have to be Dawn.  It can be any storage point.  But --


MR. MONDROW:  Okay.


MR. SCHUBERT:  The access points – it doesn't have to be Dawn.  It can be -- it is a storage transportation service.  It is not storage, I guess.


MR. MONDROW:  Can people contract for STS separately or without having full firm transportation?


MR. SCHUBERT:  It is a condition of service that you have, long haul FT.  It is in the availability section of the toll schedule.


MR. MONDROW:  You have to have long haul FT on TransCanada?


MR. SCHUBERT:  TransCanada, yes.


There is also balance.  Because the toll methodology is a little bit different, it is distance-based, we have balancing rules that needs to be injected on our system to be able to with draw it.  So in addition to a requirement to hold long haul, you need to have enough to be able to operate.


But it is long-term firm, there are no diversions or alternate receipt points off of that.  And there are some risk alleviation mechanisms, although it is seasonal.


MR. MONDROW:  Okay.  The toll is the same NEB-approved toll as your mainline?


MR. SCHUBERT:  NEB toll.  It has a -- the way the distance is calculated is a little bit different, but it is an NEB toll.  It is not bid.


MR. MONDROW:  Okay.


MR. SCHUBERT:  STFT, so the last -- or the next two columns, are discretionary services.


Short-term firm transportation, it is a firm contract once it's awarded.  You bid for a term -- or your bid includes term.  It could be as little as seven days up to a year less a day.  It is through an auction process.  Parties bid the path they want, the quantity and the price. 


There is a floor price of 100 percent load factor FT.  It is awarded based on net revenue to the system.


MR. MONDROW:  This is basically for shippers that want some firm transportation, but just for a small chunk of time, and certainly smaller than a year?


MR. SCHUBERT:  A week, a month, a winter as an example.


MR. MONDROW:  Minimum a week; minimum seven days?


MR. SCHUBERT:  That's right.


MR. MONDROW:  Okay.


MR. SCHUBERT:  It is awarded based on net revenue, so the quantity and price do enter into -- and there is no maximum.  So on an extreme day, parties may have to bid up to get the capacity.


If they're on a short -- bidding for a short distance, they're competing with somebody that's bidding for a longer path, then price becomes important.


MR. MONDROW:  So if Enbridge decided that it wanted people to have firm transportation, but only for one month out of the year, people could bid for short-term firm transportation service to meet that requirement?


MR. SCHUBERT:  Subject to the availability of STFT capacity when they want to access it.


MR. MONDROW:  Right.  It would be a pretty high price if everyone started bidding as an outcome of this process, but theoretically that is possible?


MR. SCHUBERT:  Anything is possible, I guess, in the marketplace.


MR. MONDROW:  Okay.  And the interruptible transportation?


MR. SCHUBERT:  Interruptible, again separate contract.  It is a master contract parties sign, and then at the nomination, when they submit their nomination, they submit the path, the quantity and the price they want with their nomination.  It is evaluated based on price.  It is not a revenue based, but you do get to bid price.


MR. MONDROW:  How far ahead is that bid?


MR. SCHUBERT:  That's just for the day.


MR. MONDROW:  So you put --


MR. SCHUBERT:  Maximum one day or, if it was an intra-day nomination, for the rest of the day.


MR. MONDROW:  So you can bid it the day before or the day of?


MR. SCHUBERT:  Yes.  So it follows the four NAESB, which is the North American Energy Standards Board nomination window, so there are four of those, two of the day ahead --


MR. MONDROW:  And two the --


MR. SCHUBERT:  -- and two the day.  There is a floor price.  It is 1.1 times 100 percent load factor FT toll.


MR. MONDROW:  Okay.


MR. SCHUBERT:  And there is fuel of course that would apply to that.


MR. MONDROW:  Then the last one is the firm transportation short notice.


MR. SCHUBERT:  Yes.  This is a fairly recent service that was added.  Again, it is a long-term firm service, a minimum of 12 months.  Access competes I guess with -- same as FT, existing capacity open seasons, awarded based on term times toll. 


For the evaluation purposes, it uses the FT toll -- FTS, and there is a premium on your -- 1.1 times the FT toll.


The reason for that is that the capacity is reserved, meaning if the shipper does not nominate their full entitlement at any of the nom windows, we don't have the ability to offer that up as an interruptible service to somebody else.  It allows them to manage a very volatile load profile.


MR. MONDROW:  As contrasted to the firm transportation, if a shipper doesn't nominate under a firm transportation arrangement, you do have the flexibility to offer that capacity to someone else on an interruptible basis?


MR. SCHUBERT:  On a discretionary basis, yes.


MR. MONDROW:  So the difference is for the gas-fired generators - presumably that is who this firm transportation short notice service primarily serves in Ontario - you have to hold that capacity in case they need it; whereas, under firm transport, you don't have to hold the capacity if it is not nominated within a certain amount of time?


MR. SCHUBERT:  If the party -- under FT, if they don't nominate for the timely nomination cycle, which is the first one of the day, then it is available for IT or diversions.


If they want to increase later in the day, it is subject to available capacity without bumping somebody.


MR. MONDROW:  Right, okay.  That's great.  Is there anything else?  That was very helpful for me.


MR. SCHUBERT:  I guess there is some diversion and alternate receipt point flexibility under FTSN, as well, but it is not related to the primary delivery point.  It could go to another market.


MR. MONDROW:  Okay.


MR. SCHUBERT:  And that would correspond with the NAESB nomination cycles.


MR. MONDROW:  Very good.  Thank you very much for that.  I know it took some time, but I found it certainly very helpful to have that on the record and to understand it.


Just give me one sec.  Can you turn back to page 7 of your evidence?  You have table 1 there, which talks about the current long-term firm contracts to the Enbridge CDA and EDA.  You have the long haul Empress.  That is the main line that goes across the country, as I understand it.


You've got short haul Union-Dawn and Union-Parkway.  Is that your contracted M12 space, or is it something else?


MR. EMOND:  Union-Parkway, so that would be at the interconnection between Union Gas and TransCanada, and so that would be transportation just on the TransCanada system.


MR. MONDROW:  Okay.


MR. EMOND:  If the receipt point is Union-Dawn, then TransCanada moves that gas to the market two ways -- one of two ways, either forward haul using contracted M12 capacity on Union Gas, or via exchange.  And it gets a little --


MR. MONDROW:  Dawn and Parkway?


MR. EMOND:  Sorry?


MR. MONDROW:  Between Dawn and Parkway? 


MR. EMOND:  Well, between receipts we have at Dawn with delivery obligations we have at Dawn, and if we have, let's say, 100 going to Dawn and 100 being received at Dawn, we flow that gas through the north.  So it is sort of what we call an operational exchange with our northern Ontario line. 


So not all of the gas physically moves forward haul from Dawn to meet that market in the Toronto area.  We do quite a bit of it through exchange.


MR. MONDROW:  Okay.  I am going to read that transcript and think about that a little bit.  Thanks.


Almost done.  Just a few more.


This is a TransCanada response to a Direct Energy Interrogatory No. 7, so the record labels it as Exhibit L, tab 14, item 7.  There is a table at the bottom of that interrogatory which is titled "Percent of Contract Demand Renewed For the Effective Date."


I just want to ask two questions about this table so I can understand the numbers.  The first question is:  At April 2004, you have a percentage of zero which, according to the table, would mean there was no contract demand renewed on April 1st, 2004, but something tells me that is not what you meant.


MR. SCHUBERT:  That is in fact what happened.  It's a small quantity --


MR. MONDROW:  Oh, really?


MR. SCHUBERT:  -- on that particular day, but...


MR. MONDROW:  Okay.


MR. SCHUBERT:  What that shows, it is the percent of contract demand that was eligible to be renewed, how much of that did.  So on that day, it was that quantity, but zero percent.


Similarly, on November of that -- 2004, of the contract demand quantities that were eligible, 68.9 percent were renewed.


This reflects all paths on the system.


MR. MONDROW:  These numbers on the table are obviously not cumulative.  That is -- so if I look at 2005 April 1st, for example, the 36 percent refers to the -- that's a percentage of the contract demand as at the renewal date, as it renewed?


MR. SCHUBERT:  Yes.  It actually expires the March 31st.  April 1st is the first date of the renewed period.


MR. MONDROW:  Okay.  So that 36 percent is -- means 36 percent of the contract demand at March 31st was renewed as of April 1st?


MR. SCHUBERT:  Yes.


MR. MONDROW:  The next number down in 2006, 53.5 percent of that amount that was renewed April 1st, 2005 was renewed again April 1st, 2006?


MR. SCHUBERT:  Yes.


MR. MONDROW:  Okay.

MR. SCHUBERT:  And I would add, the minimum renewal term is one year. 


MR. MONDROW:  Right. 


Could I ask you to turn up Exhibit L, tab 18, item 2, which is TransCanada's response to CME Interrogatory No. 2. 


That interrogatory asks for the proportions of EGD, CDA and EDA markets that were served using TCPL discretionary services. 


You provided a bunch of tables.  And I just want to confirm that the tables actually address the question, which was not, as I read the question, the percentage of TCPL service that was long-term firm or discretionary, but rather the percentage of the Enbridge market demand that was served by TCPL discretionary services. 


Is that the question that you answered in the tables?  Because the tables indicate that the Enbridge market was served exclusively by TCPL pipe, because all of those percentages add up to 100. 


Is that what you meant to say? 


MR. SCHUBERT:  If I understand the question, these are just TransCanada or deliveries off the TransCanada system? 


MR. MONDROW:  Right.

MR. SCHUBERT:  That's the data we have.

MR. MONDROW:  Right.  But that is not 100 percent of the market, the Enbridge market, it is just the percentage of the market that you serve and you have broken that out by firm versus discretionary.

MR. SCHUBERT:  What was delivered from TransCanada, yes. 


MR. MONDROW:  Do you not have the ability to answer which percentage of Enbridge's franchise area demand was met by TCPL discretionary services? 


MR. EMOND:  Without knowing what Enbridge would have moved directly through Union Gas to their own system at Parkway, we don't know what the total demand was. 


MR. MONDROW:  Okay. 


MR. EMOND:  All we can present is our own data. 


MR. MONDROW:  Okay, fair enough. 


I have one more easy one and I can just leave this with you, perhaps.  If you are going to be the witnesses that speak to this evidence, if and when it comes to hearing, I wonder if we could get the -- your CVs filed at some point relatively soon. 


MR. EMOND:  Certainly.  I should confess that I will not be a witness, unfortunately.  I am headed off on an extended vacation.

MR. MONDROW:  You never have to apologize for that. 


MR. EMOND:  But there will be another Steve, Steve Pohlod, who is vice president, commercial east, will be the policy witness.  And I believe the other two gentlemen will be the witnesses.

MR. SCHUCH:  Perhaps the Board should delay the hearing. 


MR. EMOND:  No.  I insist you go ahead. 


MR. MONDROW:  We can take our vacation.  If we can get the CVs when it is convenient that would be good.

MR. ROSS:  We will be happy to file them.

MR. MONDROW:  Okay.  Thank you very much I appreciate your time. 


MR. SCHUCH:  Thank you, Ian.  I wonder if it might be an appropriate time for a morning break, if no one objects, say 15 minutes.  Return at 25 after 11:00. 


MR. ROSS:  How many more, could we ask how many
more --

MR. SCHUCH:  Ric, are you --

MR. FORSTER:  I have questions.

MR. SCHUCH:  Do you have an estimate? 


MR. FORSTER:  I would think it would be within 15 minutes. 


MR. SCHUCH:  Ten, 15?  How do people feel?  Do you want to hang around?  Hang in for 15 or take a break?  We would be done by noon if we took a break now.  I think a break. 


--- Recess taken at 11:10 a.m.

--- Upon resuming at 11:32 a.m.


MR. SCHUCH:  Welcome back, everyone.  We can now resume with the TCPL witness panel, and I think we have Mr. Forster.


MR. FORSTER:  Good morning, panel --


MR. MONDROW:  Sorry, I just wanted to ask something.  I think this may have been some discussion about -- I had some discussion with you about clarifying a table, and there is a suggestion that I think would help.  Now I have to find the table again.  Do you remember where I was? 


It was in an IR, wasn't it?


MR. SCHUBERT:  It was a response to a Direct Energy 7.


MR. MONDROW:  Right.


MR. SCHUBERT:  Table of renewals.


MR. MONDROW:  Let me just find that.  So it is Exhibit I, tab 9, schedule 7.  There was a table there.  We were talking about year-over-year renewals and a suggestion that's been made, which I think would be very helpful -- let me just find it -- yes.


Sorry, it is Exhibit L, tab 14, item 7.  It is TransCanada's response to Direct Energy.


There was the table at the bottom.  The suggestion, I think, is that if you modified this table to leave the data that's on there, but add for each of the renewal points in question the volumes eligible for renewal and the actual volumes renewed at each of those dates, that would make crystal clear what the percentages pertain to. 


Is that something that you think could help us?


MR. SCHUBERT:  Actually, there are bulletins that would have been issued for each of these, so that would provide the quantities eligible and the category of path, whether it was long haul, short haul.


MR. MONDROW:  Oh, okay.


MR. SCHUBERT:  And the volumes.


MR. MONDROW:  They're not too voluminous, I assume, a page or two?


MR. SCHUBERT:  No.


MR. MONDROW:  If it's not too much trouble, if you could tabulate the volumes, both the eligible and renewed, and then we could see it in one spot rather than leafing through, and if you think the bulletins would help because it breaks up the type of capacity, that would be great.  Then we would have all of the information in one spot.


MR. SCHUCH:  Is this a new undertaking?


MR. MONDROW:  Yes.  Why don't we do it as an undertaking just so we don't lose track of it?  Thanks, Colin.


MR. SCHUCH:  Can you for the record just briefly describe it?


MR. MONDROW:  Sure.  I think it is to supplement the table provided at Exhibit L, tab 14, item 7 to specify the volumes eligible for renewal and the volumes renewed at each of the renewal dates on the table, and to provide the supporting renewal bulletins.


Is that a good description of -- the folks are nodding that is a good description.


MR. SCHUCH:  Thank you, Mr. Mondrow.  That will be undertaking TCU3.6.

UNDERTAKING NO. TCU3.6:  To supplement the table at Exhibit L, tab 14, item 7 by specifying volumes eligible for renewal and volumes renewed at each renewal date in the table, and to provide supporting renewal bulletins.

MR. MONDROW:  Thanks.

Questions by Mr. Forster:

MR. FORSTER:  Good morning, again, panel.


MR. EMOND:  Good morning.


MR. FORSTER:  Could I ask you to turn up TCPL's response to Shell IR No. 6, again, please?  It is response B.


Just going back to the chart, here you've indicated that there would be approximately 81.5 million worth of revenue with 200,000 teraJoules per day; is that correct?

MR. EMOND:  That's correct.


MR. FORSTER:  Okay.  And can you just confirm for me that that revenue estimate is an annual estimate?


MR. EMOND:  That's correct.


MR. FORSTER:  Thank you.  So we also heard earlier today that your toll estimates for next year are approximately $1.44; is that correct?


MR. STRINGER:  Correct.


MR. FORSTER:  Okay.  Would you agree, then, that if the toll started at $1.44 and declined from there, based on volume increases, that the revenue would look different?


MR. EMOND:  That's correct, yes.


MR. FORSTER:  Okay.  And I also notice here you show that -- you have shown declining tolls with incremental volumes, but my understanding is that -- from one of your responses to IRs, is that you cannot guarantee that there would be a decline in tolls with incremental volumes; is that correct?


MR. EMOND:  Yes.  I think that is fair, and it is similar to the discussion we had earlier this morning that what is represented here is -- assuming you all else stays equal and we had 200 million a day of incremental contracting and volumes, that the toll would go down, but, as we know, not all else stays equal.  And if there were 200 million a day of incremental contracting, it's quite likely we would lose other discretionary revenues that those shippers are using today.


MR. FORSTER:  Okay.  Just following on on that note, because we have talked about various puts and takes in terms of what the revenue might be or not be, just, in general, can you advise whether or not FT -- or a significant increase in FT would be revenue neutral, or do you think it would have a positive effect on revenue?


[Witness panel confers]

MR. EMOND:  Directionally I would say typically, yes, if you've got a firm demand charge, that would be the case.  But there are so many variables here, in terms of path, term, quantity, it is difficult, without getting down into those details, to give sort of a cover-all answer.  But I think typically firm, at least the revenue is guaranteed, is one way of looking at it.


MR. FORSTER:  Directionally, FT is better for TransCanada?


MR. EMOND:  Yes, I would say for shippers it provides more toll stability to the extent we have firm billing determinants.


Today, we've got a lot of discretionary, which creates some uncertainty from year to year as to what the toll would be.  If we have firm service, it creates stability.


MR. FORSTER:  But, again, in general, FT would directionally have a positive impact on revenues for TCPL?


MR. EMOND:  I would say generally that's the case, yes.  I would agree with that.


MR. FORSTER:  Thank you.  My next question relates to some things that were mentioned yesterday, and I believe you gentlemen were in the room yesterday during Enbridge's testimony; is that correct?


MR. EMOND:  That's correct.


MR. FORSTER:  We heard yesterday that Enbridge has the ability to optimize their transportation portfolio for their customers.


So would you agree that Enbridge charges their customers based on their costs, and that their transportation procurement practices are at their discretion?


MR. EMOND:  That would be my general understanding, yes.


MR. FORSTER:  Okay.  So as shippers are assigned the right to obtain transportation for their customers, do you believe that direct shippers should have the ability to optimize their portfolio to ensure efficiencies and the best possible price that they can get for their customers?


MR. EMOND:  I wouldn't argue the point, but I do think that security of deliveries should be a factor that is considered in that, as well.


MR. FORSTER:  Considering that all deliveries have been made and demonstrated to have been made, and if we can put that as an assumption that deliveries -- well, I believe it is on the record that deliveries have been made, but if we can continue with that assumption into the future, do you think that it is best for direct shippers to be able to optimize their portfolios?


MR. EMOND:  I think if parties could satisfy themselves that there were zero risk in the future, we probably wouldn't be here.


I think Enbridge has raised this because they perceive there is a risk.  I think TransCanada agrees that there is a risk.


I would acknowledge that in the past the market has been served, and that's great.  We are concerned about the future and the potential that the market would not get served.


So given that scenario, if it is the Board's determination that that risk should be considered, I think that has to be factored into how shippers contract to deliver and may limit what optimization might happen.


MR. FORSTER:  Have you done any studies quantifying the risk that you perceive is there?


MR. EMOND:  No.


MR. FORSTER:  Thank you.  Now, I would just like to turn to your evidence.  It is question 15 at page 13.


That is a chart we already visited today, as well
as -- sorry, it is just below table 4.

You say here there is no capacity available at this time for long-term firm contracts from either Dawn or Parkway to Enbridge CDA or EDA.  Can you confirm for me that that is or can you reconfirm for me that that is correct?


MR. EMOND:  That is correct, as of today.


I would offer – earlier, I talked about exchanges with TransCanada's northern Ontario line.  We are currently working with customers to come up with a mechanism whereby we can increase the exchange volumes through the north.  And if we are successful in that, that would free-up additional capacity out of Dawn to the CDA.


MR. FORSTER:  So it seems that you would believe that encouraging or having the ability for more short term – sorry, short-haul capacity would be of assistance to the Ontario market?


MR. EMOND:  I think shippers should have the ability to contract for the service that they want.  I think TransCanada offers long haul.


If we can make short haul available on terms that are attractive, I think we're in the business of providing service, and better utilizing our system and if we can do it by exchange, it avoids having to build additional facilities and the investment of substantial capital, with the costs borne by customers.


So if there is a way that we can do that I think that is an appropriate thing to investigate.


We talked about, yesterday, I guess, Enbridge pointed out that North Bay junction would be an acceptable point as well as a receipt point into Toronto.  Even long haul, in terms of the tolls, we're also exploring other options to make the tolling of that a little more economic, or I guess relative to Dawn pricing.  We are looking at options, sort of the basis from Empress to Toronto relative to Dawn.


So there is a number of things I think over the next few months that we're hoping enable all of our paths to be a lot more competitive.


MR. FORSTER:  So you are saying there are options that are available to us?


MR. EMOND:  Yes, that's correct.


MR. FORSTER:  Thank you.  Those are my questions.


MR. SCHUCH:  Thank you.  Anyone else?  Any follow up?


Well, I am not hearing from anyone, so I think that then concludes our technical conference.


Thank you very much everybody for coming out.


--- Whereupon the conference concluded at 11:45 a.m.
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