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 SEQ CHAPTER \h \r 1
THURSDAY, MAY 7, 2009

--- Upon commencing at 9:33 a.m. 

     MS. NOWINA:  Please be seated.  Good morning, everyone.  


On September 26th, 2008, Enbridge Gas Distribution filed an application with the Ontario Energy Board under Section 36 of the OEB Act for an order of the Board approving or fixing rates for the distribution, transmission, and storage of natural gas to be effective January 1st, 2009.  The Board has assigned file number EB-2008-0219 to the application.


The Board bifurcated the case into two phases.  In Phase 1, the Board approved a full settlement of all the issues in its order dated December 8th, 2008.  Phase 1 set the rates for 2009.

This phase, Phase 2, deals with ancillary matters applied for by Enbridge in connection with its 2009 rates application.  A final Issues List for this phase was established by the Board in its decision of February 17th, 2009.

     A settlement conference to consider Phase 2 issues was held on April 29th and 30th of this year.  Enbridge filed a settlement proposal agreed to by all parties with the Board on May 5th, 2009.  The Board sits today first to hear submissions on and decide on the settlement proposal, and following our oral decision on the settlement proposal, we will proceed to hear evidence on the remaining issues.

     My name is Pamela Nowina.  And joining me on the Panel are Mr. Paul Sommerville and Dr. David Balsillie.

     May I have appearances, please?


APPEARANCES:
     MR. CASS:  Good morning, Madam Chair.  Fred Cass for Enbridge Gas Distribution.

     MS. NOWINA:  Morning, Mr. Cass.

     MR. WARREN:  Robert Warren for the Consumers Council of Canada.

     MS. NOWINA:  Good morning, Mr. Warren.

     MR. VEGH:  Good morning, Madam Chair, Dr. Balsillie, Mr. Sommerville.  George Vegh here for Shell Energy North America (Canada) Inc.

     MS. NOWINA:  Morning, Mr. Vegh.

     MS. ANNIS:  Morning, Madam Chair.  Kristyn Annis for Shell Energy North America (Canada) Inc.

     MS. NOWINA:  Thank you, Ms. Annis -- sorry.

     MS. ANNIS:  Kristyn Annis.

     MS. NOWINA:  Thank you.

     MR. HOAKEN:  Good morning.  It's Eric Hoaken for Direct Energy Marketing Limited, and I have Ric Forster with me.

     MS. NOWINA:  Thank you, Mr. Hoaken.

     MR. EXALL:  Good morning, Madam Chair.  My name is Peter Exall.  I'm registering an appearance for BP Canada.  Joining me this morning will also be David Brett.

     MS. NOWINA:  Thank you, Mr. Exall.

     MR. ROSS:  Murray Ross for TransCanada Pipelines.  And I'd like to register an appearance for Nadine Berge, who will be joining us next week.

     MR. MacINTOSH:  Good morning, Madam Chair.  David MacIntosh for Energy Probe.

     MS. NOWINA:  Thank you, Mr. MacIntosh.

     MR. HIGGIN:  Morning, Madam Chair.  Roger Higgin, consultant to VECC.  I'd like to enter an appearance for Michael Buonaguro, counsel today, who will be here later.

     MS. NOWINA:  Thank you, Mr. Higgin.

     MR. KILLEEN:  Good morning.  Bill Killeen with ECNG Energy LP.

     MS. NOWINA:  Mr. Killeen.  Thank you.

     MR. AIKEN:  Good morning, Madam Chair.  Randy Aiken for BOMA.

     MS. NOWINA:  Thank you, Mr. Aiken.

     MS. YOUNG:  Good morning.  Valerie Young for the Ontario Association of Physical Plant Administrators.

     MS. NOWINA:  Thank you, Ms. Young.

     MR. MONDROW:  Good morning, Madam Chair, Panel Members.  Ian Mondrow for the Industrial Gas Users Association.

     MS. NOWINA:  Thank you, Mr. Mondrow.

     MR. WOLNICK:  Good morning.  John Wolnick for the Association of Power Producers of Ontario.

     MS. NOWINA:  Thank you, Mr. Wolnick.

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

     MS. NOWINA:  Thank you, Mr. DeVellis.

     MS. CAMPBELL:  Donna Campbell and Colin Schuch for 

Board Staff.

     MS. NOWINA:  Thank you, Ms. Campbell.

     MR. WARREN:  Madam Chair, with apologies, I neglected to enter an appearance for Mr. Vince DeRose for the CME.  I apologize for that.

     MS. NOWINA:  Thank you, Mr. Warren.

     MR. HOAKEN:  And I apologize, Madam Chair.  I would like to enter an appearance for my colleague Karen Beatty.

     MS. NOWINA:  Karen Beatty will be attending next week.  All right.  Thank you.  All right.  Thank you very much.


Mr. Cass, do you want to take us through the settlement?


SUBMISSIONS BY MR. CASS:
     MR. CASS:  Yes, Madam Chair.  I can do that.

     As the Board is aware, there were a total of eight issues on the Issues List for this phase of the proceeding.  The Board will have seen that the settlement proposal results in the first six of those issues not being necessary to go to hearing in the event that the Board accepts the settlement proposal.

     Issue 7 is not settled.  Issue 7 is the one that deals with questions around firm upstream transportation arrangements.

     Issue 8 also is not settled, but it's not perceived that there's a need for any evidence on that particular issue.  Issue 8 deals with the filing of the application for Enbridge's 2010 rate adjustment, and in particular the timing of that filing.  It's expected that that can be addressed through argument.

     So the issues that have been settled, as I said, are Issues 1 to 6.  I think the settlement proposal is -- or I hope it is -- clear on the basis for settlement of these six issues.  Of course, if the Board has any questions, we would be pleased to do our best to answer them.

     As the Board will have seen, Issue 1, which dealt with a request for an IFRS deferral account, has been resolved on the basis that Enbridge's request will be determined in the IFRS consultation, subject to the words set out in the settlement document around that.

     Issue number 2 involved certain rider G charges that Enbridge proposed to change, and no party opposed that request.

     Similarly, Issue 3 dealt with some proposed changes by Enbridge to wording in the rate handbook, and again, no party opposes those changes.

     Issue 4 was a proposal by Enbridge that it would discontinue reporting in respect of the EnVision project report that had been agreed upon in a previous settlement agreement.  Enbridge has withdrawn that proposal to discontinue EnVision reporting, so the Board will appreciate that issue is settled.

     Issue 5 related to a proposed revision to Enbridge's GDAR invoice vendor adjustment fee, and again, no party opposes.

     Finally, Issue 6 was a request for an approval of an in-franchise title transfer fee.  Enbridge, as the Board will have seen in this settlement proposal, proposes that the charge be applied on a fee-per-transaction basis, applicable only in the circumstances described in the settlement proposal.  And on that basis, again, no party opposes the proposed change.

     That, in summary, is the basis for resolution of the six issues that I've referred to.  I hope that it's relatively straightforward.  And again, if there are any questions, we'd be pleased to do our best to address them.

     MS. NOWINA:  Thank you, Mr. Cass.


Does anyone else want to make a submission on the settlement proposal?


DECISION BY THE PANEL:
     MS. NOWINA:  We have read the settlement proposal, Mr. Cass, and we accept the settlement proposal as filed, understanding that Issue number 8, we won't deal with then during this oral portion of the hearing.  We expect parties to make submissions on that issue.

     With that, we can go ahead with the introduction of your panel and examination-in-chief for Issue number 7.

     MR. CASS:  Madam Chair, Mr. Bourke has me far more organized than I normally would be on my own, and he actually has a few preliminary matters that I think are worthy of being addressed.

     MS. NOWINA:  Thank you, Mr. Cass.  I should have asked for those.

     MR. CASS:  Assuming that they're helpful to the Board.  If they're not, then we can move on.  But I'll just describe what they are.

     First, we thought it might be helpful just to explain for the Board the current outlook for scheduling of witness panels.  And again, we don't need to spend a lot of time on that, or we don't need to do it at all if it's not helpful to the Board.

     Second, on the assumption that I would address the scheduling of witness panels, I did just want to make a comment about a proposed argument schedule.

And then the third thing would be just to identify a document that's been provided to all parties.

     MS. NOWINA:  All right, Mr. Cass.

     MR. CASS:  With respect to the scheduling of witness panels, it's my understanding that Direct Energy had wanted a time certain for its panel to come to the Board, for very valid reasons.  It seemed appropriate to set that for next 

Thursday, and that has been done.  Now, as it has turned out, the  cross-examination estimates for the Enbridge panel here today total somewhere in the order of nine hours.  So it looks like even for other reasons, Thursday is the logical time for Direct Energy's panel to appear before the Board.  Based on the cross-examination estimates, it seems very unlikely we'd get to them over the course of these two days anyway.

     As a result of that, the way the schedule looks is that the Enbridge panel would be here, and as long as -- today, and as long as it takes tomorrow.  The Direct Energy panel would appear at the start of the day on May 14th, and then the TransCanada panel will follow when the Direct Energy panel is complete.

     I think that's -- I'm not aware of any objection to that manner of proceeding, if it's acceptable to the Board.

     Then just quickly on the argument schedule, a proposal had been sent out by Board Staff, and just for the record, it was that argument in-chief be completed by May 21st, that other parties submit their arguments by May 26th, and that reply argument be submitted by May 29th.

     I don't suggest that we need to address this in any detail now.  I just did want to put before the Board 

Enbridge's concern that that is a little tight, especially because there is ongoing argument this month in the QRAM generic proceedings.  So perhaps I'll just table that, and at some other time or whatever appropriate time, other parties might wish to address that as well.

     And then as long as there's nothing else, I did just want to note that Enbridge provided to parties a series of -- one could call them maps or schematics, that we expect will be useful in an understanding of the evidence.  Colour copies have been handed around this morning.  Yes, that's it, Madam Chair.

If that could be given an exhibit number?

     MS. NOWINA:  All right.

     MR. SCHUCH:  Why don't we assign that Exhibit HD1.1 to this exhibit, which consists of three pages of maps?

     MS. NOWINA:  Thank you.

     EXHIBIT NO. HD1.1: THREE PAGES OF MAPS
     MS. NOWINA:  Are you ready to proceed, then, with your panel, Mr. Cass?

     MR. CASS:  Yes, I am, Madam Chair.  Thank you.

Perhaps I'll just introduce the witnesses for the Board and the parties and then they might come forward to be sworn.

Sitting furthest away from me is Ian MacPherson.  He's manager, direct purchase customer care, Enbridge Gas Distribution.

     Next to him is Malini Giridhar.  She is director, energy supply and policy for Enbridge Gas Distribution.

     And finally, we have Dr. H. Edwin Overcast, who is a director with the enterprise management solutions division of Black and Veatch.

If the witnesses could please come forward to be sworn.

     Ian MacPherson, sworn.

     Malini Giridhar, affirmed.

     H. Edwin Overcast, sworn.

     ENBRIDGE GAS DISTRIBUTION INC. - Panel 1:


Ian MacPherson

     Malini Giridhar

     H. Edwin Overcast
     MS. NOWINA:  The witnesses have been sworn.  You can go ahead, Mr. Cass.

     MR. CASS:  Thank you, Madam Chair.

EXAMINATION-IN-CHIEF BY MR. CASS:

     MR. CASS:  I believe that Mr. MacPherson and Ms. Giridhar are known to Board, and their CVs have been filed.  I propose a few questions to introduce Dr. Overcast to the Board.

     Dr. Overcast, you are director, enterprise management solutions division of Black & Veatch; is that correct?

     DR. OVERCAST:  Yes.

     MR. CASS:  I understand that you hold a Ph.D. in economics, that you achieved from Virginia Polytechnic 

Institute and State University in 1972; is that correct?

     DR. OVERCAST:  Yes.

     MR. CASS:  You began your career as an assistant professor of economics before joining the Tennessee Valley 

Authority as an economist in the rate branch in 1975; is that right?

     DR. OVERCAST:  Yes.

     MR. CASS:  And following that, you served in various positions with Northeast Utilities from 1979 to 1989, culminating as director of rates and load research; is that right?

     DR. OVERCAST:  Yes.

     MR. CASS:  Then you moved to AGL Resources, the parent of Alberta Gas Light Company, where you were director of rates, later vice-president of rates, and eventually vice-president, strategy, planning and business development; is that right?

     DR. OVERCAST:  That's Atlanta Gas Light Company, yes, it's the --

     MR. CASS:  I'm sorry.  What did I say?

     MR. OVERCAST:  Alberta.

     MR. CASS:  Alberta, whoa.  I apologize.  Thank you.  

Thank you.

     And you were there from 1989 to 1999?

     DR. OVERCAST:  Yes.

     MR. CASS:  And while at Atlanta AGL, you were instrumental in the development of the unbundling model used by the Georgia Legislature to implement gas industry unbundling in Georgia; is that right?

     DR. OVERCAST:  Yes.

     MR. CASS:  Then in 1999 you joined RJ Rudden as a vice-president?

     DR. OVERCAST:  Yes.

     MR. CASS:  And RJ Rudden, as I understand it, eventually became part of Black & Veatch, where you've continued to be active in matters of regulatory policy and economics, including issues with respect to industry restructuring?

     DR. OVERCAST:  Yes.

     MR. CASS:  I understand that you've testified before state utility commissions, state legislative committees, the Federal Energy Regulatory Commission, and a US Congressional subcommittee, on a variety of regulatory rate and unbundling issues; is that right?

     DR. OVERCAST:  Yes.

     MR. CASS:  And you've served on many utility industry committees, just some examples being the EEI rate committee, the AGA rate committee, and so on?

     DR. OVERCAST:  Yes.

     MR. CASS:  And you've also been an instructor in seminars and a frequent speaker at symposia and meetings, including those of NARUC, AGA, SGA and so on?

     DR. OVERCAST:  Yes.

     MR. CASS:  Thank you.

Madam Chair, I propose Dr. Overcast as an expert in natural gas -- the natural gas industry, particularly planning, tariffs and competition issues.

     MS. NOWINA:  Does anyone have any concerns about 

Dr. Overcast being set as an expert in these areas?

     MR. CASS:  Thank you, Madam Chair.

     MS. NOWINA:  We accept Dr. Overcast is an expert, Mr. Cass.

     MR. CASS:  Now, panel, I understand that this panel was responsible for Enbridge's evidence on the firm upstream transportation issue, including answers to interrogatories, Technical Conference evidence, and answers to undertakings; is that right?

MS: GIRIDHAR:  Yes.

     MR. CASS:  Now are there any corrections that –


[Microphone feedback.]


MR. CASS:  It was unintentional.

     MS. GIRIDHAR:  I do have one minor correction.  The correction is to Exhibit I, Tab 11, schedule 15, page 1; that is IGUA Interrogatory Response 15.

     The response -- the response refers to Exhibit C, Tab 1, schedule 10, Appendix 1.  I believe that should be 

schedule 9.

     MR. CASS:  All right.  Thank you.

And panel, can you confirm that the evidence that I've described already is accurate, to the best of your knowledge or belief?

     MS. GIRIDHAR:  Yes.

     MR. CASS:  Now, if I might ask you to turn to the maps or schematics that were this morning marked as Exhibit HD1.1.

     Could you, Ms. Giridhar, please explain what's depicted on Exhibit HD1.1?

     MS. GIRIDHAR:  Certainly.  This map was actually modified from an NEB map to show the transportation paths that Enbridge Gas Distribution contracts for customers in its franchise.

     It's got both what we call long-haul paths and short-haul paths.  Our long-haul paths are essentially paths that we bring gas from essentially long distances, so our contract on Alliance, our TransCanada mainline from Alberta, Empress, as well as Vector, that brings us gas from Chicago, to Dawn, are all characterized as long-haul paths.

     In addition, we also contract in what we call short-haul paths.  These would be, for example, our Union contract, our M12 contract from Dawn, to our franchise.  We also have other short-haul contracts with TransCanada, for instance, that gets us gas from Dawn to the CDANEDA, which are our franchise, and we also subscribe to what's called a storage transportation service on TransCanada's system that gets its gas from Parkway or the Union interconnect into our franchise.

     MR. CASS:  Thank you.


And by reference to these maps, can you explain in a little more detail, please, the interconnections between Enbridge's distribution system and the upstream transportation pipelines?

     MS. GIRIDHAR:  Certainly.  This is the second of the three maps.  They built pipeline interconnects into the CDA.  This map shows our interconnects with Union Gas and TransCanada into what we call the CDA, the Central Delivery Area, on TransCanada's system.  The map excludes Niagara region, which is also part of the CDA, but the intent is to really show the Toronto area, the Greater Toronto Area, and its region to the north and the east of the GTA.

     So essentially, at the southwest corner, in green, is our interconnect with Union.  And we can also see there are several interconnects with TransCanada's system.  TransCanada's system is shown in red.  There are up to 18 interconnects with TransCanada's pipeline.

     I just wanted to bring this forward, because it's important to understand that Enbridge relies on feeds off of TransCanada as well as Union.  Union's feeds are located at the southwest corner of our Greater Toronto Area system, and TransCanada's 18 interconnects are located all along the franchise.  We rely on the extra-high pressure feeds that come from the transmission pipes to feed our distribution system.

     Enbridge's system mostly consists of low-pressure distribution pipe.  Enbridge does not have compression within its distribution system and is entirely reliant on adequate pipeline delivery pressure from TransCanada and Union in order to move gas within its system.

     In addition, we should note that Enbridge has no ability to move gas in a self-contained manner from Parkway into the north and eastern parts of its system.

     The implication of these physical interconnections is that if we had a supply shortfall because lower-quality transportation services were being used, for example, on TransCanada, and these services were restrictive on a peak day, we would not be able to compensate with increased volumes through our interconnect with Union, one, because typically on peak day Union does not have excess capacity, but also because of physical connectivity limitations.


In other words, even if gas was available at Dawn and we were somehow able to transport it to Parkway, we would need capacity on TransCanada to maintain distribution system integrity, particularly to the areas that are further out and away from Parkway, which would include, for example, Barrie to the north and Pickering, Markham, Oshawa to the east.

     MR. CASS:  So in light of this background information that you've provided by way of the maps, Ms. Giridhar, can you summarize for the Board what Enbridge's system reliability concern is about?

     MS. GIRIDHAR:  Certainly.  This is the third of the three maps that's called "Enbridge design-day pipeline deliveries".  The concern around system reliability is best illustrated if we talk in terms of our design-day conditions.

     Enbridge plans for a design-day demand each year and is required to have adequate reliable supplies to plan to meet demand on design day.  Our design-day demand is based on 39.5 degree days or a mean temperature of minus 21 degrees Centigrade.

     This map essentially is a subset of the map you saw under slide number 2, but what it does here is it lays out the contracted quantities that come through the various interconnects.


So our design-day demand is 3.7-million gigaJoules.  And what you can see is that the amount of gas that would come off our Union Parkway interconnect is 1.77 or 1.78 million gigaJoules, or 48 percent of the requirement on peak day.

     And then further out there, I've also got the amount of gas that would come on TransCanada's system.  In red, we have highlighted all the contracts that we have on TransCanada.  This would include our long-haul, which is approximately 290,000 gJs.  We've got our short-haul,

350,000 gJs, our storage transportation service, our --

as well as firm long-haul contracted for by direct-purchase customers.  And all of that adds up to about 28 percent of the requirement on peak day.

     In addition, on peak day we rely on peaking supplies.  These are supplies that have been contracted for each year with reputed suppliers who would give us gas callable on a day's notice for up to 10 days in the season.  They are backed by reservation charges and a premium that we pay for receiving gas on the day.

     We also rely on curtailment on peak day, which means that all customers on Rate 170 and 145 who can be curtailed on short notice are expected to be off under these design-day conditions.

     And then finally, in grey, what we have here is the amount of direct-purchase supply that the direct-purchase community is responsible to make arrangements for, and we note that they are -- they don't show up as firm arrangements to the franchise and TransCanada's index of customers.  They are approximately 420,000 gJs or 11 percent of the mix.

     The point we wanted to make here is that these 420,000 gJs provide the mean daily delivery obligations for both large-volume and small-volume direct-purchase customers.  This number has increased significantly over the last three years, which means that from a reliability perspective, the company is not assured that there are adequate reliable supplies to meet design-day conditions.

     To give an order of magnitude, 420,000 gJs of non-firm transport would equate approximately six degree days.  We assume that each degree day results in approximately 70,000 gJs of demand.


This would really mean that the firm available supplies that are contracted for to the franchise really reflect a degree day of 33.5 or minus 15.5 degrees Centigrade, and not minus 21 degrees Centigrade.  That is our approved design-day requirement.

     What this would mean is that we do expect to encounter minus 15 degrees Centigrade at least once every winter, if not up to five times, which is what our historical distribution reveals.  And that would mean that if there were restrictions in TransCanada's system beyond this level, that we would not necessarily be able to meet demand on those days.

     I should also note that our design-day demand of minus 21 degrees Centigrade is based on a frequency distribution of once every five years, so there's a 20 percent probability of reaching design-day conditions in any year.

     In this proceeding, Enbridge is requiring that agents serving the largely small-volume customers demonstrate that 

90 percent of their arrangements are firm to the franchise.  

Enbridge believes that this would result in an additional 

200,000 gJs of firm transport to the franchise.  Small-volume customers are a greater concern from a system reliability perspective because they cannot be identified and cannot be switched off in the event that their supply does not show up.

     There is perhaps a greater ability to do that with the large-volume customers who are smaller in number and more amenable to curtailment if their supplies do not show up.  

Thank you.

     MR. CASS:  Just briefly, why are these design-day requirements so important?

     DR. OVERCAST:  I think the importance of the design-day criteria relates to the cost of an outage for a gas system.  The gas systems are very different than electric systems, and an outage is a very different and much more complex process.  So it's incumbent upon the LDC to ensure that they have sufficient capacity, long-haul transport, short-haul, storage including transportation to the city gate, peaking services, and any other combination of resources that might be in use, equivalent to at least the design day.

And in most cases some reserves are required, because most people don't plan on the coldest day ever, they plan on a temperature that is something above the coldest they've ever experienced.  And so you do need some reserves.

     And also, you have to recognize that many of these facilities, sort of the peak day are mechanical in nature, and there can be problems associated with it.  So some reserves are also appropriate.

     Now, the reason that the gas distribution system is so different than electric, when the power goes out, it's an inconvenience, but it doesn't stay out very long, usually.  

And it can be restored fairly easily.

For the gas system, the gas system requires an extensive and complex process to restore service.

Initially, it's required that the LDC visit the premise of every single customer and turn off the gas at the customer's meter.  Then they have to repressurize the system.  Then they have to make a second visit to every premise, and in the second visit they have to be able to get inside the premise to turn the service back on and to make sure that the equipment is functioning properly that uses the gas, including relighting pilot lights and things like that that would be appropriate as part of the restoration process.

     Now, this is an extensive process.  If you lost a significant number of customers, it could take weeks to restore service to all customers.  It's in the middle of the winter.  I mean, you're making two trips to the customer to begin with.  That's expensive.

And more importantly, the cost to the customer is extremely high.  I mean if you think about it, businesses are out of business, they can't produce any products.  Their plant and equipment is subject to damage from the cold weather.

Same thing for residences.  Some people may not be able to live in their homes and they'll have to make other arrangements.  The potential for damage inside the home when there is no heat at the -- in the middle of the winter is also a potentially costly event for customers.

     So from a customer perspective, customers and the LDC are extremely concerned about providing safe and reliable service.  And part of that is assuring that they have adequate capacity to meet a design day and to manage through a design day, when there are unusual circumstances.

     And so, for example, most LDCs have curtailment plans that say if we don't have enough capacity, and -- for some reason, not only do we have a plan to interrupt interruptible customers but there would be a plan to curtail service to large firm customers who could be curtailed.

     So it's a complex process, a time-consuming process, and something that a gas LDC does not want to experience 

     MR. CASS:  Thank you, Dr. Overcast.

One final question:  How does Enbridge weigh in the balance the cost of addressing this system reliability concern?

     MS. GIRIDHAR:  The cost of system reliability for all of these volumes coming firm to the franchise is already being borne by all customers in the franchise, both system and direct purchase.  This is because currently we have a single weighted-average cost of transport that is charged to all customers, whether they take service from -- procure their supplies from Enbridge or from a direct-purchase supplier.  And this is done taking the cost of Enbridge's own firm transport portfolio and adding to it an amount equal to TransCanada's long-haul tolls from Empress to the franchise, which is then remitted to the agents of the direct purchase customers.

     So essentially from a cost allocation perspective and from a ratemaking perspective, all customers pay a transportation cost that's presumed to recover the cost of firm transport to the franchise for the entire needs of the franchise.

So it is our view that the cost of system reliability has already been recovered from Enbridge's customer.

     MR. CASS:  Thank you, Madam Chair.  That's the examination-in-chief of the panel.

     MS. NOWINA:  Thank you, Mr. Cass.

Have the parties determined who will begin cross?  Mr. Warren?

     CROSS-EXAMINATION BY MR. WARREN:

     MR. WARREN:  Panel, you've already covered offer some 

of the base information I wanted to get on the record.

As I understand it, looking at your supplemental evidence, which is Exhibit C, Tab 1, schedule 10, delivered in March of this year, you are proposing a revision to the terms of your rate handbook that would require -- I'm looking at the first page of this exhibit -- that the agent-type gas delivery agreement must meet its obligation to deliver to the company on any given day by firm transportation for at least 90 percent of the applicant's MDV, and that in addition, they must provide you with evidence on or before November 1 of each year that such firm transportation arrangements are in place; is that correct?

     MS. GIRIDHAR:  That is correct.

     MR. WARREN:  Now, we're here in the early part of May of 2009.  I take it that if the Board were to approve what you're proposing, that the -- I'm going to refer to them generically as the ABC group; is that fair?

     MS. GIRIDHAR:  That is fair.

     MR. WARREN:  Okay.  The ABC group would have to provide Enbridge with evidence on or before November 1 that they had firm transportation underlying 90 percent of their obligations; is that fair?

     MS. GIRIDHAR:  That is fair.

     MR. WARREN:  Now, would it be fair of me, panel, to say that largely speaking, the ABC grouper serves residential consumers; fair?

     MS. GIRIDHAR:  Residential and small commercial industrial customers.

MR. WARREN:  And of that group, the largest percentage are likely to be, we know, to be residential consumers; fair?

     MS. GIRIDHAR:  That is fair.

     MR. WARREN:  Okay.  Now, in order to -- if the Board were to approve this, there would be a change in the percentage of firm transportation arrangements for this ABC group, which is now at roughly 8 percent; is that fair?

     MS. GIRIDHAR:  That is correct.

     MR. WARREN:  And it would move to something like 52 percent; is that fair?

     MS. GIRIDHAR:  That is correct.

     MR. WARREN:  Okay.  So there is a material -- we can agree that there's a material change that would be required in the contracting arrangements for the ABC group; fair?

     MS. GIRIDHAR:  That is fair.

     MR. WARREN:  Okay.  Now, as I understand it, the rationale for the proposal -- and if you stay with that piece of evidence, Exhibit C, Tab 1, schedule 10 -- and if I look at page 1 in the third paragraph, am I right that the rationale underlying this proposal is, to quote you, that:

"The decline in firm transport to the franchise 

could pose a significant risk to distribution system reliability."

     Is that right?

     MS. GIRIDHAR:  Yes.

     MR. WARREN:  Now, on page 3 of that prefiled evidence, if you turn it up, you refer to a three-day period at the beginning of this year, January 13-15 inclusive, in which you say, looking at paragraph 6:

"Demand for transportation service on the TransCanada main line exceeded available capacity."

     Correct?

     MS. GIRIDHAR:  Yes.

     MR. WARREN:  And I presume, panel, that you have chosen that incident to illustrate your -- or to underscore, if you wish, your concern that there is a significant risk; correct?

     MS. GIRIDHAR:  Yes.

     MR. WARREN:  Now, am I right that on that day, or on that three-day period, all of the gas supply did arrive; is that correct?

     MS. GIRIDHAR:  It did arrive.  I should note that the way the scheduling works in the natural gas industry is that all gas is scheduled at the timely window, which actually falls on the previous calendar day to which the gas actually flows.


And the protocol in the gas industry is that all gas should be scheduled at that timely window for it to be firm.  Any scheduling subsequent to that is not considered firm under the type of service we receive from both Union and TransCanada.

     During that period, and particularly on the 13th, we had a situation where a lot of direct-purchase gas was not in fact confirmed at the timely nomination window.  It was confirmed over subsequent windows later on in the day.  I think after around 6:00 o'clock some more gas was scheduled, and then finally the rest of the gas was scheduled on the day, on the 13th of January.

     You can appreciate that this does pose a significant problem for the LDC, in that it is charged with the responsibility of operating its system and making sure that the supplies match demand.  And yet we had a situation where a significant amount of gas that was required to meet projected demand the following day was not confirmed until very late the previous day or on the day itself.

     So while the gas did show up, I can tell you that my schedulers and I had quite a few anxious hours until it was all confirmed.

     MR. WARREN:  Do I understand your answer, panel, or can I put this gloss on your answer, that there is a system in place to ensure a supply of gas and that the system worked?  You got the gas; is that not fair?

     MS. GIRIDHAR:  We did get the gas on that day.  I'm just highlighting that it did not get there in the manner that it normally would or on the timely basis that it normally would, and in all such situations we have a concern whether any remedial action needs to be put into place, which would have involved further curtailment.  On that day we had already scheduled the curtailment of all interruptible customers.


We were also looking at a weather that was actually below our design day.  We were looking at approximately 33, 34 degree days, as opposed to 39 degree days.  But you can appreciate that there was significant uncertainty for us, in terms of whether any additional action needed to be taken.  It was fortunate that all the gas did in fact show up.

     MR. WARREN:  Now, Ms. Giridhar, you have -- direct purchase has been a feature of the natural-gas landscape, if I can call it that, for a long time in Ontario; is that fair?

     MS. GIRIDHAR:  That is fair.

     MR. WARREN:  Okay.  And you have at various points in your evidence pointed to the fact that there's been a decline in firm transportation over a period of roughly, I think it's about ten years; is that fair?

     MS. GIRIDHAR:  I believe I stated that we began to offer turnback around the year 2000.  Our biggest concerns have been after the year 2005, when we've seen the most dramatic declines in firm transport to the franchise.


I could in fact refer you to -- I believe it's a BP interrogatory response.

     MR. WARREN:  This is an interrogatory response from BP?

     MS. GIRIDHAR:  Yes, it's a response to BP, so --

     MR. WARREN:  So it's from Enbridge to BP?

     MS. GIRIDHAR:  From Enbridge to BP.  So it would be Exhibit I, Tab 10, schedule 10, page 2.

     So essentially what's happened is that I do agree that the direct-purchase market has brought very successfully in the Province of Ontario for -- well, I would say approximately 20 years.  All through the '90s and into the early part of this decade, Enbridge held almost all of the capacity and assigned it to the direct-purchase community, so that gas did arrive on firm transport.


When Enbridge's contracts with TransCanada came for renewal, Enbridge offered turnback, with the proviso that the firm transport that was being turned back will be replaced by firm arrangements to the franchise.  So that is the requirement the direct-purchase community operates under.

     And what we have seen is in fact that in 2004, you know, there were -- if you look at the preceding page, there was approximately 677,000 gJs of direct-purchase supply coming into the market.

     Some of it took an assignment from the company, approximately 13 percent of that number.  And the direct-purchase community also went out and got more firm transport, to the extent of 213,000 gJs.

     The following year, the direct-purchase community actually got more firm transport to the franchise than was actually required to meet the requirements of the franchise.

     Since November 2005, we've seen a very steep decline in the amount of firm arrangements -- firm transport to the franchise.  In November 2006 we went from 664,000 gJs to 82,000 gJs.  In November 2007 that declined further to 62,000 gJs.  In November '08, which was after the original evidence was filed, that number halved to 35,000 gJs.

     As a result, there's only about 8 percent of direct-purchase arrangements that are underpinned by firm transport, other than those who still choose to take an assignment of firm transport from the company.

     MR. WARREN:  And in all of that period of time, in all of that decline, you can point the Board to one single day in which your team got nervous about gas supply, but the gas-supply system worked.  One day in all of that period of time.  Have I got that evidence correct, Ms. Giridhar?  One day?

     MS. GIRIDHAR:  Well, the period 13th to the 15th was one such period of this year, and --

     MR. WARREN:  Okay.  I said three days before, and you pointed me to one day only in the three days where they got nervous.  Have I got it right?  One day in that entire period of time, and the system worked, right?

     MS. GIRIDHAR:  That is correct.

     MR. WARREN:  Okay.  Now, if I could take you to a Shell interrogatory response, and it's Interrogatory Response No. 5.  And the exhibit number, for the record, is Exhibit I, Tab 12, schedule 5.

     Now, I want to get the chronology, a chronology, clear on this.  I apologize, Ms. Giridhar.  This is your evidence.  And I didn't begin at the right place.

     If you could turn to the Technical Conference transcripts, Volume 1, on April 22nd, 2009, page 148.

     MS. NOWINA:  I'm sorry, Mr. Warren.  What page?

     MR. CASS:  148.

     MS. NOWINA:  Thank you.

     MR. WARREN:  Do you have that, panel?

     MS. GIRIDHAR:  Yes, I do.

     MR. WARREN:  And Mr. DeRose was asking you some questions about how long you had been looking at this issue.

     MS. GIRIDHAR:  Mm-hmm.

     MR. WARREN:  And you say, beginning -- his question beginning at line 10 was:

"So you've been looking at this for six years?"


And your answer is, beginning at line 12:

"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 you've been looking at the problem for two years.

     Now, going back to the Shell exhibit that I was referring you to, Exhibit I, Tab 1 -- sorry, Tab 12, schedule 5, attached to that is a presentation which you made to the executive management team of Enbridge Gas.  Do you have that?

     MS. GIRIDHAR:  Yes.

     MR. WARREN:  And this was a presentation made on September 15th, 2008.

     Now, if I take the chronology, Mr. DeRose asked you the question on April 22nd:

"So beginning roughly in April of 2007, the two-year period, you were looking at the problem."


So from April of 2007 through to September of 2008, that was the first date in which you had made a presentation to the Enbridge executive management team about this problem; is that right?

     MS. GIRIDHAR:  On this issue; that's correct.

     MR. WARREN:  Okay.  And on that date you indicated that you made a recommendation.  If I go to page 5 of that exhibit, you made a recommendation that:

"All direct-purchase customers who require firm distribution service must demonstrate firm upstream arrangements."

Correct?

     MS. GIRIDHAR:  Yes.

     MR. WARREN:  Now, you knew there was a problem or you thought there was a problem beginning in April of 2007.  Would you agree with me that, while it may not be the most attractive option for you, there is the option of short-term firm transportation to address this problem; correct?


MS. GIRIDHAR:  Yes.


MR. WARREN:  And in April of 2007, looking at the winter of 2007/2008, you didn't propose to this Board or to the ABC community that they arrange for short-term firm transportation; correct?


MS. GIRIDHAR:  In the April of 2007, what we had observed was that there was a significant disconnect between --


MR. WARREN:  Right.  If you could just answer my question, did you -- in April of 2007 or thereafter, did you make a proposal to this Board or to the ABC community that they arrange short-term firm transportation for the winter of 2007/2008?


MS. GIRIDHAR:  I did not, because I had not come to the conclusion that any action was warranted at that point.


MR. WARREN:  Now, on September 15th of 2008, when you made a presentation to the executive management team, looking at the winter of 2008/2009, you didn't thereafter make a proposal to this Board or to the ABC community that short-term firm transportation be put in place for the winter of 2008/2009, did you?


MS. GIRIDHAR:  I did not.


MR. WARREN:  Okay.  And you could have done it.  Even though it was not the attractive alternative, you could have done that to address this significant risk that you've identified; is that fair?


MS. GIRIDHAR:  The fundamental question that we asked ourselves was this:  We have firm transport arrangements in place for all system-gas customers.  We also have a mechanism whereby all end-use customers pay for firm transport.  The view was that for the utility to go out and get additional firm transportation which would duplicate, essentially, the arrangements that were already there in the marketplace, would be an expensive proposition.  


We thought best route to go would be to require that direct purchase customers be required to hold their own firm transport.


For the winter of 2008/2009, we did, however, have several discussions internally, in terms of what we would do if we had to meet design-day conditions.  This would have included mock emergency exercises that we routinely do.  


In addition, we decided that if we reached 33 minus -- well, 33 degree days or approximately minus 15 degree days, that we would put into place curtailment of interruptible customers as a method.


We also looked to see if we could, in fact, take some amount of STFT, but the planning cycle and the cost consequences of including something in the gas cost budget without assurance of recovery was a factor that we had to consider.


Our plan eventually was one where we said:  Okay, we'll call for curtailment, if warranted, at the earliest opportunity, in terms of planning for adverse winter conditions.  So that was the option that we went on.


MR. WARREN:  Right.  I apologize for being fussy in an old-fashioned way, but my question to you was this:  You didn't ask the ABC community, in September of 2008, to put in place short-term firm transportation arrangements to address this significant risk, did you?


MS. GIRIDHAR:  We did not.


MR. WARREN:  Okay.  And as I've understood your answer, you went through a cost-benefit analysis and decided that the arrangements that you had in place were sufficient to deal with what you've described as a significant risk; correct?


MS. GIRIDHAR:  That's right.


MR. WARREN:  All right.  Now, I want to deal, then, with the issue, which you addressed in part in your last answer to Mr. Cass this morning, and that is the cost consequences of this proposal.


Now, you've forgotten more about these arrangements in a day, Ms. Giridhar, than I'll ever know about them, so you'll have to help me with this.  But can we assume that the ABC community has contractual arrangements in place to deliver gas to you at the present time?


MS. GIRIDHAR:  I would assume that.


MR. WARREN:  And that those contractual arrangements, only 8 percent of those contractual arrangements involve firm transportation; correct?


MS. GIRIDHAR:  That is correct.


MR. WARREN:  And if your proposal is accepted by the Board, there has to be -- between now and November -- there has to be a shift in those contractual arrangements.  At least up to 52 percent of the contractual arrangements have to be changed from whatever they are now to firm transportation; correct?


MS. GIRIDHAR:  That is correct.


MR. WARREN:  And can we assume that when there's a shift in contractual arrangements, there will be cost consequences to them; correct?


MS. GIRIDHAR:  Cost consequences?


MR. WARREN:  To the ABC community for making those changes in their contractual arrangements.  Is that a fair assumption on my part?


MS. GIRIDHAR:  It probably is.  Again, I would note that we were looking at the perspective of the end-use customer who was currently paying for firm transport, assuming that all transport to the franchise is firm.


MR. WARREN:  Could I take you back to Exhibit I, Tab 12, schedule 5 and the attachment, which is your presentation to the EMT?


MS. GIRIDHAR:  Yes.


MR. WARREN:  Okay.  And if I could look at the slide -- the second slide on page 4 of 5?  Look under the heading "Risk Assessment", the first bullet point:

"Financial benefits from non-firm upstream transport accrues to intermediaries, such as marketers, and some direct-purchase customers, while risk of supply failure is borne by all customers and EGD shareholder."


Now, when you talk about financial benefits from non-firm transport, may I assume that what you mean is that the ABC community is getting -- is paying less for its transportation arrangements than it would if it were paying firm transportation?  Is that what that means?


MS. GIRIDHAR:  Yes, the presumption that people have substituted non-firm for firm because there is some financial advantage to doing so.


MR. WARREN:  And so if they have to switch, you knew on September 15th that there would be cost consequences.  Is that not a fair conclusion on my part?


MS. GIRIDHAR:  It is a fair conclusion with respect to the parties we've noted here.


Again, from the perspective of the end-use customer, our view was that these end-use customers have already paid for firm transport.


MR. WARREN:  Now, when you were asked, Ms. Giridhar -- not you personally, but when Enbridge was asked about the cost consequences, in this context, if you could turn up an interrogatory response that was delivered to my friend Mr. Mondrow's client?  It's Exhibit I, Tab 11, schedule 9, IGUA Interrogatory No. 9.


You were asked:

"Has EGD undertaken any analysis of the cost impact on customers of the proposed requirement to demonstrate firm upstream transportation?  If so, please describe the results of the analysis and provide any available supporting documentation."


And your answer is, the second paragraph:

"No.  EGD has not undertaken this analysis and could not do so, as it is not privy to the cost of its customers' agents."


Have I read that correctly?


MS. GIRIDHAR:  Yes.


MR. WARREN:  Now, Direct Energy -- and this is something that my friend Mr. Hoaken will no doubt cover, and I don't intend to trench on his cross-examination, but Direct Energy, in their prefiled evidence, at Exhibit L, Tab 7, page 7 -- and you don't need to turn it up -- but what they have said in that evidence is, quote:

"The cost to the Ontario marketplace of the over insurance --"


That's their term:

"-- being requested by EGD is approximately $53 million over five years.  This estimate takes into account the cost to unwind the existing hedges for landed Ontario gas and replace these with new hedges for Alberta gas supply."


Now, I'm not asking you whether you agree with the $53 million, but in your answer to the IGUA interrogatory, you said you weren't privy to the information.


Now, when Direct posited that number of $53 million, you had an opportunity, first written interrogatories, to ask whether that was a valid number.  You did have that opportunity; correct?


MS. GIRIDHAR:  Yes, we would have.


MR. WARREN:  And you didn't ask them a question about the $53 million, did you?  Will you take that subject to check?  I've been through your interrogatories to Direct, and there are no questions about the $53 million.


MS. GIRIDHAR:  Well, I can take that subject to check.


MR. WARREN:  Okay.  Can you take it, subject to check, that in the Technical Conference, Direct's witnesses were not asked any questions by EGD about the $53 million?  Can you take that subject to check?


MS. GIRIDHAR:  I can take that subject to check, but I would like to make one comment.

We were asked by Direct -- I think it might have been Direct -- as one of the 18 interrogatories we responded to on this subject, about the cost of unwinding hedges to the CDA.  


Well, that was something that took us by some surprise, and, again, we are not privy to the arrangements in the marketplace.  The mechanism we have for direct purchase today is one where the gas supply charge is an Alberta price, and the distinction between the system offer and the direct purchase offer is one where the system offer floats, obviously, and the direct-purchase offer is a fixed price.  It was our presumption that those arrangements would have meant a hedge on an Alberta price, as opposed to a CDA or an Enbridge franchise price.  So this was an arrangement that we were not aware of.  


Our view was that the way this works is that an Alberta price is hedged, offered to a customer.  Enbridge recovers the cost of transport from all customers, including direct-purchase customers.  And the T-service credit, which is calculated at the full long-haul toll on TransCanada, is then remitted back to their agents.

     So our presumption was that these hedges would not have existed, and it did come to us with some amount of surprise that they do.

     However, we did accept Direct's number based on the calculation they offered.  I do agree that we did not question the calculation of that number.

     MR. WARREN:  Am I to conclude, or is the Board to conclude, that Enbridge is making a proposal and that they are indifferent to the cost consequences of the proposal?  Is that a fair conclusion on my part?

     MS. GIRIDHAR:  I don't think that's a fair conclusion.  Enbridge did take a significant amount of time to come to the conclusion that some change is warranted.

At the time that we filed our evidence, which was September of 2008, we did not institute the requirement for the 2008/2009 winter.  We talked about instituting it for the following year.

     Now, of course, the proceeding has obviously had some timing issues, which means that as of May, we are here talking about the issue.  Enbridge's concern has always been one of system reliability and ensuring that we have adequate firm transport to the franchise.

     MR. WARREN:  If that's always been your concern for the significant risk, beginning in April of 2007, why did you not, in April of 2007, begin discussions with the ABC community about arrangements that would mitigate the cost consequences of this proposal?  Why did you not do that?

     MS. GIRIDHAR:  In April of 2007, which would have been a couple of months after I stepped into my current role, we began to investigate this issue.  The first thing we wanted to do is sort of understand the arrangements that the direct-purchase community could enter into on TransCanada's system.


We did have discussions with TransCanada, trying to understand:  What does IT mean?  What does a service that would perhaps be a firm contract or primary area other than the Enbridge franchise, and then a diversion from that area, mean?  What would that mean under constrained circumstances?

     Perhaps some of these arrangements might have been pretty close to firm.  These were all the issues we wanted to understand before we came up with a proposal.  And it did take us some time to investigate all of those options and come to the conclusion that we really do have a system-reliability concern here, and we do think that some of these supplies are not assured on peak day.

     MR. WARREN:  So do I understand it that beginning -- when you first looked at this in April of 2007, you started conversations with TransCanada about the available supply options; is that right?

     MS. GIRIDHAR:  Well, our first conversations were internally, obviously, within my group, and then at some point later we began conversations with TransCanada.

     MR. WARREN:  And my question was why, beginning in April of 2007, if this was a significant risk and you did understand that there would be cost consequences, why you didn't begin discussions with the ABC group about how to fix the problem and mitigate -- and among other things, mitigate the cost consequences?  Why did you not do that?

     MS. GIRIDHAR:  Well, I did -- we did want to come to a conclusion on what kind of action would be required.  That conclusion was reached in, I would say, in the summer of 2008.  We then needed to present it to our executive team.  We did that in September of 2008.  We then were really approaching the timing for filing the 2009 rate adjustment, so we proceeded with our filing.

     After that, we instituted a stakeholder conference to discuss our preliminary evidence, which was schedule 8.  And we held that stakeholder conference to get an understanding of what the direct-purchase community felt, and other intervenors in general.

     Following that, we had the opportunity to file supplemental evidence, and, you know, we did modify the proposal somewhat to address the immediate system reliability risk, but understanding that perhaps this is something that needs to be addressed over time.  And that is also recognized in our evidence.  We talked about a staged approach and the fact that there's certainly a certain segment of the market that we think we should address right away and investigate what needs to happen for the larger customers.

     So that is really how the events evolved.

     MR. WARREN:  And the longer-term solution, as I recollect your evidence -- and you don't need to turn it up -- is going to some sort of vertical-slice arrangement; is that right?

     MS. GIRIDHAR:  That is one of the longer-term solutions that we --

     MR. WARREN:  And as I recollect your evidence, you can't put in place a vertical-slice arrangement until 2010/2011?  Is that the rough time frame?

     MS. GIRIDHAR:  I don't know if we volunteered a date in evidence, but I would think two years from today would be a good estimate.

     MR. WARREN:  Now, I want to understand if I can, Ms. Giridhar, if --

     MS. GIRIDHAR:  Excuse me.

[Witness panel confers.]

     MS. GIRIDHAR:  Mr. MacPherson tells me that we could potentially put that in place for next winter, but we would obviously have to investigate the costs of the process and the implementation.

     MR. WARREN:  Let me ask you -- just as a final series of questions, or penultimate, to stay within my promised hour -- you've proposed a solution in which we'd go from -- I may have the numbers wrong, and you'll correct me -- from 36,000 gJs of the ABC group's delivery, which is firm long-term, and you want to take that to 52 percent, up from 36,000 to 200,000 gJs; is that correct?

     MS. GIRIDHAR:  That's right.  I should note that the 36,000 refers to the entire direct-purchase market, which should be both the agents operating on behalf of small-volume customers, as well as large-volume customers that make their own requirements.

     MR. WARREN:  Are there other solutions available, Ms. Giridhar, for the winter of 2009/2010 that might be less disruptive for the ABC group, for example requiring them to ensure that there is sufficient short-term firm supply for, let's say, a three-month period?  Is that an option that's available?

     MS. GIRIDHAR:  That is an option that we could consider.  Our preference would be to have the short-term firm transport arrangement in place for the entire winter season, simply because that's the first block of short -- firm transport that's offered by TransCanada will be offered sometime in July of this year.

     Historically, we've had design-day condition in December, January, February, or March, and therefore I think protection over more than three months would be a good solution.  But certainly we could look at short-term firm transport as a solution for this upcoming winter.

     MR. WARREN:  You could look at that as an option for this coming winter.  And may I presume that that solution would have -- would not have the same kind of cost consequences as requiring the ABC group to underpin 200,000 gJs with long-term firm transportation; fair?  It's a cheaper solution.

     MS. GIRIDHAR:  It is a solution in place for fewer months than FT.

     MR. WARREN:  And therefore likely cheaper; fair?

     MS. GIRIDHAR:  Presumably.

     MR. WARREN:  All right.  Now, if the Board were to reject your proposal, if the Board were to conclude, for example, that there isn't sufficient evidence of significant risk and that the existing arrangements would continue, is it Enbridge's intention to itself go out and acquire 200,000 gJs of firm transportation, long-term firm?

     MS. GIRIDHAR:  It is Enbridge's position that Enbridge's shareholders should not be required to bear any of the costs associated with making arrangements for this upcoming winter.  The supply portfolio for system-gas customers is completely firmed up.  This would be an obligation of a direct-purchase market.


If the Board were to rule that there is no system reliability issue, it would be Enbridge's preference to go out and get short-term firm transportation to address system reliability concerns.

     But obviously, absent the ability to recover these costs through rates, Enbridge would essentially have its hands tied and would not be able to take any action.

     MR. WARREN:  Let me understand this.  Enbridge would not itself go out and acquire 200,000 gJs of long-term firm transportation; is that right?

     MS. GIRIDHAR:  We would look for the Board to approve the 200,000 gJs.

     MR. WARREN:  If the Board -- I'm sorry, if the Board doesn't approve it, do I understand that Enbridge would not go out and acquire 200,000 gJs of --

     MS. GIRIDHAR:  Well, it would impose a serious risk to the shareholder, in terms of cost recovery.

     MR. WARREN:  The answer is:  No, it wouldn't do it.  Right?

     MS. GIRIDHAR:  That is correct.

     MR. WARREN:  Okay.  Would Enbridge go out and acquire a portfolio of short-term firm, again, on the premise that the Board doesn't accept your proposal?  Would it go out and acquire, for example, three months' worth of short-term firm transportation?


MS. GIRIDHAR:  You know, I should note here that all customers are paying for firm transport.


MR. WARREN:  That wasn't my question, Ms. Giridhar.


MS. GIRIDHAR:  Well, if I could please finish?  All customers are currently paying for firm transport, and it's a very reasonable expectation on Enbridge's part to expect that the compensation for firm transport that is then turned over to the direct purchase community is in fact back-to-back firm transport.


I think your question to me is:  Would we take additional risk for our shareholders to go and put in place arrangements that should be put in place already by the marketplace?  My answer to that is we would have to think very carefully.


MR. WARREN:  Okay.  Is it fair to say that you wouldn't do it?


MS. GIRIDHAR:  Well, I would have to take it to our executive team, and they would have to determine whether it is worth taking that sort of risk.


Again, I would remind you that Enbridge's shareholder has an annual return of something around 100 million or thereabouts, or something around that.  Our gas cost budget is $2 billion.  It is a very large multiple of the return to the shareholder.


So I do imagine that our executive team would have to think through this issue before they authorize me to go ahead and get that STFT.


MR. WARREN:  And isn't it fair for me to conclude that if you have to think about it in terms of the cost consequences for Enbridge, it's not a significant risk for Enbridge?  Isn't that fair?


MS. GIRIDHAR:  I would not say it is not a significant risk for Enbridge.  There are risks in both directions.  The risk of a system outage is a very significant risk.  We would hope that by bringing this before the Board and laying out the risks associated with inadequate transport to the franchise, that we would highlight to all parties the risk that the system is subjected to, that the customers are subjected to, and of course the risk to Enbridge's shareholder, either if there's a system outage and there's inadequate supply in the system -- there's significant cost that we would have to incur to restore the system.


The purpose of bringing it to this proceeding is to highlight the risks that are inherent in the contracting practices we have today.


MR. WARREN:  Enbridge, I have to presume, a sophisticated and responsible company doing planning, would plan for a number of options, would they not, Ms. Giridhar, and one of the options would be that the Board wouldn't accept their proposal; is that fair?


MS. GIRIDHAR:  That is fair.


MR. WARREN:  And can you tell me, have you done an estimate of what it would cost you to acquire sufficient short-term firm transportation for 2009/2010, whether it would cover the three coldest months, for example?  Have you got a cost estimate for that?


MS. GIRIDHAR:  Yes, it would be approximately $11 million.


MR. WARREN:  Okay.  And if you had to spend the $11 million, how would those costs be allocated?  Who would bear those costs?  Would it be the shareholder, or would it be allocated across the system to your customer?


MS. GIRIDHAR:  Well, Enbridge's gas costs are strictly a pass-through.  Enbridge does not make any return on its gas cost activities.  So it would be a cost that we would seek recovery of.  


In terms of how it would be recovered, it could be recovered over all distribution volumes and the entire marketplace could support it.  Our franchise could support it as a system reliability cost.


In the event that we were talking about $11 million, our estimate is that it would result in a cost to the average resident of approximately $3.00 or $4.00 for the whole year.  The impact on larger customers, of course, would then depend on their consumption.  


But that would be a cost allocation issue, and, you know, we would certainly be happy to lay out some options there.


MR. WARREN:  But those obligations are not contained in your evidence and are not part of this proposal now; correct?


MS. GIRIDHAR:  They are not part of this proposal, right.


MR. WARREN:  Just one question on alternatives.


Are you suggesting, or is Enbridge suggesting, Ms. Giridhar, in this proposal, that there is some want of good faith on the part of the ABC community, that they're somehow not likely to fulfill their delivery obligations?  Is that part of what motivates this?


MS. GIRIDHAR:  It's certainly not a reflection of good faith, or anything like that.  It's essentially a risk assessment.  It's a risk assessment based on Enbridge's requirement to have reliable supplies to meet peak day demand or design-day conditions and our observation that we do not have the level of reliability that we had in the past, where there was firm transport to the franchise.


It is also an observation that reflects the fact that the benefits of less than firm transport presumably accrue to the parties making that arrangement.  However, the system risks and the costs of an outage would be borne by all customers on the system.  


So we have a situation here where the benefit is privatized and the cost is socialized, and we just raise that as a situation where perhaps we need to take a step back and look at contracting arrangements and see if any regulatory requirement needs to be put in place.


Excuse me.


[Ms. Giridhar confers with colleagues.] 


Thank you.


MR. WARREN:  Finally, Ms. Giridhar, do I understand it -- is it fair for me to conclude that if the Board were -- two scenarios.  If the Board approves the proposal, and by November 1 of 2009, the ABC group has to provide evidence that it's got long-term firm transportation underpinning 200,000 gJs, is it fair for me to conclude that there is likely to be a duplication of supply arrangements in place in the Ontario marketplace, at least for the short term, that the ABC community will have its existing non-firm arrangements in place and that they will layer on top of that an incremental 200,000 gJs?  Is that fair?


MS. GIRIDHAR:  My understanding is that non-firm transport does not require a commitment on TransCanada's system, so, essentially, you could take a non-firm arrangement for a period of a day.  It's the firm arrangements that require commitments. 


So I would query whether there would be a duplication of commitments.


MR. WARREN:  But whether there are duplications or not is a matter which you haven't -- Enbridge has not explored; right?


MS. GIRIDHAR:  Again, we are not privy to the actual arrangements that are made to bring supply into the franchise, but if the commitment is a commitment to the pipe, well, there would be no duplication of commitment to the pipe.


MR. WARREN:  And, again, if you wanted to satisfy yourself and the Board that there were not -- too many negatives in this.  If you wanted to satisfy the Board that there were not going to be duplication, you could have asked as part of this process, either in interrogatories or in the technical conference, whether or not there would be duplication.  


You could have asked that and you didn't; correct?


MS. GIRIDHAR:  Correct.  Again, because it was our presumption that if it's not firm, there is no commitment required on the pipe.


MR. WARREN:  Those are my questions.  Thank you very much.


MS. NOWINA:  Thank you, Mr. Warren.

We'll take our morning break now and return at 10 minutes past 11:00.


--- Recess taken at 10:51 a.m.

--- On resuming at 11:14 a.m.

     MS. NOWINA:  Please be seated.

     Mr. Vegh, am I correct that you're up next?

     MR. VEGH:  Thank you, Madam Chair.  Yes.

     MS. NOWINA:  Before you begin, may I tell you that I would like to break for lunch at 12:30, so however you want to organize your remarks so that works for you.

     MR. VEGH:  Thank you.

     MS. NOWINA:  You may keep that in mind.


MR. VEGH:  Thank you.  And for the benefit of the panel and the -- the Board Panel and the witness panel, I've tried to organize the materials a bit so we don't have to scramble too much through the evidence.  I'll be referring primarily to -- in terms of the evidence that's been filed, I'll be referring to the initial and supplemental evidence filed by Enbridge at Exhibit C, Tab 1, schedule 8 and schedule 10, as well as the evidence filed by TransCanada, which is Exhibit L, Tab 21.

     And in terms of the interrogatories and undertakings from the Technical Conference, I've prepared a book of materials that we'll be relying upon which organizes those materials.  And this book, it's been provided to the panel -- to the witness panel, as well as to the Board Panel, and to most of the people in the room.  I think I might have been short a couple.  It's a document -- or it's a book entitled "materials used by Shell Energy North America Canada Inc. in cross-examination of the Enbridge Gas Distribution witness panel, Issue 7, firm capacity and upstream transportation".  So it's a handy title.

     MS. NOWINA:  Thank you.  I like the shortness too, Mr. Vegh.

     MR. VEGH:  Catchy.

     MS. NOWINA:  Everything in this document is on the record now; is that correct?

     MR. VEGH:  The materials in this document are on the record.  There are some additional materials that were provided to counsel for the Applicant a couple of days ago, on Tuesday of this week.  And I'll be referring to those as we go through, but most of these are interrogatory responses and undertakings.

     But the additional materials were provided to the applicant --

     MS. NOWINA:  All right.

     MR. VEGH:  -- earlier this week on Tuesday.

     MS. NOWINA:  So some are additional materials.

     MR. VEGH:  Yes.

     MS. NOWINA:  So Ms. Campbell, how do you think we should mark this as an exhibit, with one exhibit number or -- Mr. Schuch, do you have a suggestion?

     MR. SCHUCH:  I would suggest one exhibit number, HD1.2, for the whole thing.  We'll just call it "materials used by Shell Energy North America".

     MS. CAMPBELL:  How about "cross-examination brief," "cross-examination brief of Enbridge witness panel"?

     MS. NOWINA:  All right.  And still HD1.2; is that correct?

     MR. SCHUCH:  HD1.2.

     MS. NOWINA:  Thank you, Mr. Schuch.

EXHIBIT NO. HD1.2:  CROSS-EXAMINATION BRIEF OF THE ENBRIDGE WITNESS PANEL

     MS. NOWINA:  You can go ahead, Mr. Vegh.


CROSS-EXAMINATION BY MR. VEGH:
     MR. VEGH:  Thank you, Madam Chair.


Panel, I'd like to start with a more complete understanding of the current delivery obligations of direct-purchase customers.

     First, all direct-purchase customers have a firm delivery obligation today?

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  And so the status quo with the firm delivery obligation -- and that's always been the case, to have a firm delivery obligation for direct-purchase customers?

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  So what you're proposing today doesn't affect that obligation.  What you're proposing is that this obligation be backed up by firm transportation contracts.

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  To be more precise, long-term firm transportation contracts.

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  So let's talk about the current delivery obligation and how it currently works today.

     So the obligation of a direct-purchase customer, then, is to deliver to Enbridge the same amount of gas every day, and that's called the mean daily volume?

     MS. GIRIDHAR:  That's right.

     MR. VEGH:  And then because Enbridge provides a bundled service, Enbridge provides a balancing to meet customer consumption as it's required.

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  And this daily -- I'm sorry, and Enbridge is the one that sets the mean daily, the MDV obligation?

     MR. MacPHERSON:  To some extent.  Customers have control of their estimates with respect to their large volume locations.  Marketers have some control based on adjustments that they could perform they could perform on the MDV.  A lot of it is based on calculations of associated volume with the customers in their pools.

     MR. VEGH:  So they provide Enbridge with the input, but then Enbridge does settle on what is the customer's MDV.

     MR. MacPHERSON:  Yes, but the MDV is not -- it's based on a calculation of actual consumption of customers absent new customers, when we have a standard profile which is used.

     MR. VEGH:  Thank you.


And the daily delivery obligation, it's implemented through nominations to upstream pipelines?

     MS. GIRIDHAR:  Could you repeat that?

     MR. VEGH:  The daily delivery requirement is implemented through nominations to upstream pipelines, so shippers nominate the pipelines, and that's what demonstrates whether they've met the daily delivery obligation.

     MS. GIRIDHAR:  That's right.  Enbridge would confirm the daily delivery obligation based on what it hears back from the upstream pipeline.

     MR. VEGH:  And we've talked a bit about the nomination windows and delivering gas through nomination windows.  The nomination windows that are relevant for this application are the TCPL nomination windows?

     MS. GIRIDHAR:  That's right.

     MR. VEGH:  And those nomination windows are set out in a response to a Shell interrogatory, Shell Interrogatory No. 11, which is repeated at page 1 of Exhibit HD1.2.

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And so the contractual obligation that a direct-purchase customer has with Enbridge is to nominate within these nomination windows, or cycles, as they're described in the interrogatory response?


MS. GIRIDHAR:  The contractual obligation is to have the direct-purchase customers' volumes confirmed at the timely nomination window, which would be 9:00 a.m. Central Time on the day prior to which the gas is flowing.

     MR. VEGH:  And so if you look at the -- could you go to page 2, where you lay out the cycles?  There are -- how many opportunities are there to nominate throughout the course of a day?

     MS. GIRIDHAR:  TransCanada offers four opportunities, of which only one is firm, which is the timely cycle.  There are subsequent opportunities in the evening, the day prior to which gas is flowing, and then two intra-day opportunities, as shown.

     But again, to note that these other opportunities are not firm.  Typically, if you wanted to NOM up, there would be less assurance that they would accept it.  If you were NOMing down, chances are they would be accepting it.

     MR. VEGH:  Sorry, the chances are that they will not be accepted?

     MS. GIRIDHAR:  If you're NOMing up, if you want to take more space on the pipe, chances are they may not approve it.  There's a greater likelihood that they may not approve it.  If you were NOMing down, chances are that they would accept it.

     MR. VEGH:  I understand.


So in terms of the timely cycle, which is the first one that's indicated on page 2 of I-12-11, you're saying that if a shipper nominates within the timely cycle then they've met the firm delivery obligation?

     MS. GIRIDHAR:  If the shipper nominates and it's confirmed, yes, they have.

     MR. VEGH:  And under your contract, are you saying that if a shipper nominates under a subsequent cycle, then they haven't met their firm delivery obligation under your contract?

     MR. MacPHERSON:  Can you repeat the question, please?

     MR. VEGH:  If a shipper nominates in a subsequent nomination cycle, of the cycles listed on this exhibit, has a shipper breached the terms of their delivery obligation to Enbridge?

[Witness panel confers.]

     MS. GIRIDHAR:  Why don't we take a look at the gas delivery agreement and get back to you on it?

     MS. CAMPBELL:  Is that an undertaking?

     MR. VEGH:  Is that an undertaking, then?

     MS. GIRIDHAR:  Or I could get back after lunch.

     MR. VEGH:  It's still an undertaking.

     MS. GIRIDHAR:  Okay.  Well, if it's an undertaking, we'll take an undertaking.

     MR. SCHUCH:  Let's assign it Undertaking HDU1.1.  And perhaps just for the record, Mr. Vegh, could you perhaps just briefly state what that is?

     MR. VEGH:  To advise -- to review the gas delivery agreement and advise whether the shipper's obligations under that agreement are not met if they do not nominate within the timely cycle identified in Exhibit I-12-11.

UNDERTAKING NO. HDU1.1:  TO REVIEW THE GAS DELIVERY AGREEMENT AND ADVISE WHETHER THE SHIPPER'S OBLIGATIONS UNDER THAT AGREEMENT ARE NOT MET IF THEY DO NOT NOMINATE WITHIN THE TIMELY CYCLE IDENTIFIED IN EXHIBIT I-12-11

     MR. VEGH:  And it would be helpful at the same time if you could bring with you a copy of the gas delivery agreement as you answer that undertaking.

     MS. GIRIDHAR:  All right.

     MR. VEGH:  Thank you.

     So we've talked about the contractual obligations, but I think you've already confirmed that -- we'll talk about the contractual obligations when you come back with a response to the undertaking.

     But the -- but Enbridge has always been able, at the end of the day, to balance the system based on the nominations provided by direct-purchase customer and your other sources of supply?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  And I'd like to discuss what are the current consequences for a customer who fails to deliver.  And if you could turn to page 3 of the booklet of materials, there is a reference to the financial penalty for failure to deliver in response to a Direct Energy Interrogatory No. 4.


And basically that penalty is the customer would have to pay 150 percent of the cost of gas?


MS. GIRIDHAR:  On that day, yes.


MR. VEGH:  And this penalty does not distinguish between failing to deliver at peak periods or off-peak periods.  This applies to all delivery obligations?


MS. GIRIDHAR:  That is correct.  It only applies to the one instance where the failure occurs.


MR. VEGH:  That's right.  Where there's a failure to deliver, the customer who failed to deliver has to pay the penalty of 150 percent of the cost of gas?


MS. GIRIDHAR:  That's correct.


MR. VEGH:  And that's not meant as compensation.  That's meant as a penalty, as a deterrent?


MS. GIRIDHAR:  That is right.


MR. VEGH:  But the deterrent is the same regardless of the season in which the customer fails to deliver.  So if a customer fails to deliver during a non-peak period, it's the same penalty as failing to deliver during the peak period?


MS. GIRIDHAR:  That is correct, except insofar as to price of gas probably varies between a non-peak period and a --


MR. VEGH:  Right, but the 150 percent figure is the same?


MS. GIRIDHAR:  Is the same.


MR. VEGH:  Have you investigated differentiating your penalty to address failure to deliver during peak periods?


MS. GIRIDHAR:  Yes, we did.  In our evidence, we talked about increased penalties as one of the options we considered and discarded.  We could find the reference.


It's paragraph 15, Exhibit C, Tab 1, schedule 10, page 6.


MR. VEGH:  So what I'm asking about specifically, though, is differentiating between failure to deliver during peak periods versus average day periods.


MS. GIRIDHAR:  Yes.  Presumably that will take the form of a higher penalty on peak day than on a non-peak day.


MR. VEGH:  But that is an option to address any concerns about an inadequate penalty to enforce a delivery obligation during a peak period?


MS. GIRIDHAR:  The company's view is that that option -- I mean, we have the same concern with the option of having differentiated penalties as we have with generally increasing penalties.  The issue here is that the penalty is only applicable for the day or the period when the failure to deliver happens.  Its effectiveness as a deterrent would ultimately be subject to some assessment of probabilities by the person facing the penalty, whether facing a penalty for a day or two in the year warrants an alternate course of action or not.


And we came to the conclusion that the only effective penalty would be one that would actually be tied to a requirement to hold firm transport, and hence the conclusion was, well, why not just require the direct-purchase customer to demonstrate that they have firm transport.


Mr. Overcast could probably talk about his experience with penalties, as well.


MR. VEGH:  Actually, Ms. Giridhar, I was asking you about Enbridge's approach to consideration of the penalty.


MR. CASS:  Excuse me, Madam Chair.  Could the answer to the question be completed?  Mr. Vegh has a couple of times been asked about consideration that's been given to penalties, and part of that would have been Dr. Overcast's role in providing advice to the company.  And so perhaps the question that Mr. Vegh asked could be answered.


MS. NOWINA:  I'm happy to hear from Dr. Overcast.  Perhaps Mr. Vegh was going to clarify his question, though, and I'll allow him an opportunity to do that, and then we could hear from Dr. Overcast.


MR. VEGH:  I was just looking for an answer to the question of whether you considered a differentiated penalty based on peak period, whether Enbridge considered it, not the opinion of your expert on that question.


MS. GIRIDHAR:  Well, we did take into consideration the opinion of our expert, because we wanted to understand the effectiveness of penalties, and I would appreciate it if Dr. Overcast could talk to it.  Thank you.


MS. NOWINA:  I'd like to hear his opinion, Mr. Vegh.  Thank you.


DR. OVERCAST:  Based on my experience, these penalties, there are several issues here.  The first is that even though this looks like a relatively large penalty, it's small in comparison to the impact of failure to deliver that causes a system disruption.  


I mean, you can imagine paying 150 percent of the index price of gas for one day and yet the system is out for, let's say, two weeks.  You've got 100,000 customers who get no service, because at that critical hour the marketer failed to deliver gas and the system pressure decreased, and therefore customers were lost.


The second issue is that penalties are really only as good as the maximum penalty that exists, because if you are faced with a choice of a penalty in jurisdiction A -- and let's just make up some numbers.  Let's say it's a buck in jurisdiction A and 2 bucks in jurisdiction B.  Then obviously you'll pay the one dollar rather than the two.  That's the rational economic response.  So you have these kinds of competing issues that relate to penalties.


And so when we discussed this, we made the point that the only really effective penalty is if you make them pay for firm capacity.  And why would you make that the penalty, when that should be the requirement, is that they use firm capacity to deliver the gas to the system?


MR. VEGH:  Maybe, Dr. Overcast, I'll follow up this point with you.  And so the point in paragraph 15, this comes from your analysis when you say that the economic decision to hold firm transportation to avoid penalties is based on probabilities?  Is that your analysis that Enbridge was relying on?


MR. OVERCAST:  No.  I just discussed this in general with them and pointed out that, really, the only effective penalty is the penalty that they pay for the firm capacity necessary to get the gas to the system.  


And, ultimately, that is the -- that is the effective penalty, and there's no reason to have that as a penalty when that should be the basis, since you want to have adequate supply to meet design day requirements.


MR. VEGH:  Well, if you go to paragraph 15, which you pointed us to, Ms. Giridhar, you say -- in the second sentence, you say:

"Penalties are event-based and the economic decision to hold firm transportation to avoid penalty is based on probabilities."


And what I was trying to ask about was the economic decision to hold firm transportation and whether or not that's more reflective of alternatives to firm transportation.  So you hold firm transportation because it's more economic than alternatives to firm transportation to meet a firm delivery obligation; isn't that fair?


MS. GIRIDHAR:  I'm not sure if I really understand the question.


MR. VEGH:  If the customer has a firm delivery obligation, then their economic question is:  What is the most economic way to meet that firm delivery obligation?


MS. GIRIDHAR:  Right.


MR. VEGH:  And it's not necessarily -- that decision is different than the decision of, you know:  Is a penalty sufficient to make me -- make that trade-off?  The trade-off is not between firm obligations and penalties.  It's between different ways to meet firm obligations, isn't it?


MS. GIRIDHAR:  Certainly a rational individual would look at the least-cost method of meeting the obligation.  The concern for the utility, and all utilities, in fact, is the point that I made just before the break, which is that we have to balance the decision-making that goes into what kind of arrangement will be made to meet a firm obligation versus the cost consequences, if that firm obligation is not met, and who bears the cost consequences.


So in this situation, if we do have an outage occurring because of inappropriate arrangements to the franchise, the cost borne by the party that has the inappropriate arrangement is 150 percent of the price of gas, but the cost borne by the system would be the cost of the system outage.


So, in other words, you would have the costs socialized over parties that were not in fact involved in the original decision-making process.


MR. VEGH:  Yeah, I understand that allocation issue.  I guess my question to you is:  Is it your belief that your penalties are, to date, too low?

     MS. GIRIDHAR:  It is our belief that a penalty, however high it is designed to be, would not be adequate in incenting the appropriate behaviour in this instance.

     MR. VEGH:  Now, these penalties -- but you do use them, and you use them as a deterrence, and you take them seriously, you enforce them?

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  And these penalties apply to both marketers and to direct-purchase customers?

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  Now, is it your belief that the marketers or the direct-purchase customers will actually go through that calculation and fail to deliver, to avoid -- or fail to deliver because they don't believe that the penalty is adequate, that's an adequate deterrent?

     MS. GIRIDHAR:  I'm not suggesting that a marketer would consciously make that decision, but certainly it could be one of the factors that a marketer would weigh, in terms of determining how firm their arrangements should be.

     MR. VEGH:  No, I'm not asking about the firmness of the arrangements.  I'm asking about the firmness of the obligation.  They have firm delivery obligations, right?

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  And are you saying that if -- that they would fail to meet those obligations if they saw an economic opportunity somewhere else?  That's what you're saying?

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  That's your assumption?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  Now, would Enbridge do that?  Would Enbridge fail to meet a firm delivery obligation because there was an economic opportunity somewhere else?

     MS. GIRIDHAR:  The answer here is that Enbridge does have an obligation to maintain system reliability on its system.  It has an obligation to ensure that supply equals demand on a daily basis.  In fact, in several instances we have to look at hours, because there's only so much capacity to maintain system pressures on the system.

     So Enbridge is ultimately given the task of making sure that its system operates.  And therefore, Enbridge takes its obligations extremely seriously and would not contemplate any kind of behaviour that would compromise system integrity and reliability.

     MR. VEGH:  And you have contractual obligations that you take --

     MS. GIRIDHAR:  Excuse me.

[Witness panel confers.]

     MS. GIRIDHAR:  Sorry.  If you could...

     MR. VEGH:  Just to follow up, you have contractual obligations.  You're an ethical company.  You meet your contractual obligations; correct?

     MS. GIRIDHAR:  That is right.

     MR. VEGH:  And you assume that your customers do that too?

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  And your customers haven't taken the opportunistic view in the past of not meeting a delivery obligation because there's a short-term financial opportunity somewhere else, have they?

     MS. GIRIDHAR:  That is correct, but again we are talking about severely constrained situations.  We're talking about meeting design-day conditions.  And really, we need to ask the question:  Despite the marketer's best intentions to meet their obligations, could there be circumstances outside of their own control that would result in their contractual arrangements not allowing them to meet their obligations?  And that's the issue we were considering.


And, you know, as we laid out in our exhibits, when we look at the pipeline connectivity into our system, the requirement that certain quantities of gas arrive on both Union, as well as TransCanada's system, the limited ability for us to actually move gas within our distribution system, it is our role to contemplate those sorts of events and outcomes and ask the question:  Do we have adequate contracting practices to meet our design-day conditions?

     So I'm certainly not suggesting that every marketer would be opportunistic and look to divert gas if they could.  I'm saying that, depending on the kind of contractual arrangements in place, there are system integrity concerns and physical pipeline operating characteristics that we have to take into account that might prevent the gas from showing up in the franchise.

     MR. VEGH:  So then -- and we will talk about those in some detail.  So what you're saying is, we can -- we don't have to assume that the customers will be opportunistic.  They will meet their delivery obligations if it's possible to do that.

     MS. GIRIDHAR:  That's right.

     MR. VEGH:  Now, there are other consequences for failure to deliver.  And you referred to them in response to another interrogatory at page 6 of the book of materials, which is a response to BP Interrogatory No. 8.  And you quote from your contractual entitlement to suspend obligations for failure to deliver.

     Now, this entitlement, or your interpretation of this entitlement to suspend operations, that applies for failure to deliver for both marketers and for direct-purchase customers?

     MS. GIRIDHAR:  That's right.  That clause is contained in the gas-delivery agreement that marketers are signatory too, as well as those direct-purchase customers that make their own arrangements.

     MR. VEGH:  So contractually, then, if a direct-purchase customer fails to deliver, your position is that you can simply suspend deliveries to that customer?

     MS. GIRIDHAR:  Contractually, yes.  Operationally, obviously there are huge problems in being able to do that.

     MR. VEGH:  I'll address operationally in a minute, but your contractual obligation, when we look again from the customer's perspective, what are the consequences of failing to meet a delivery obligation?  They're exposed to a penalty that we've talked about, and they're also facing the prospect that you could suspend deliveries to them.

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  And if a marketer fails to deliver, then you can suspend your services to the marketer as well?

     MS. GIRIDHAR:  Well, the suspension in that situation would really be services to their end-use customer, because our obligation is to deliver gas to the terminal location, which would be several hundred thousand customers spread across our system.  And obviously we would not be able to identify who those customers are.  And that's one of the issues that we are concerned with, that with the small-volume customer there is no effective way of implementing this clause.

     MR. VEGH:  Well, before we get to the operational implementation, my understanding of your position was that if a marketer fails to deliver, you have the contractual right to suspend services to that marketer.

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  And the consequence of doing that is that the marketer's customers will go to system gas, if you wouldn't -- if you're not in a -- if you suspend services to the marketer.

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  So the marketer goes out of business.

     MR. MacPHERSON:  If I could answer that, you mean if a marketer failed to deliver, and briefly provide notice that this is an event of default, and give the notice of a time to cure that.  And I believe the period is five days.


And subject to that, if there was no cure of resumption of deliveries, then Enbridge would terminate the gas-delivery agreement and would turn the customers to system gas.

     MR. VEGH:  So you have a process to go through where people can address their -- you know, whether or not there actually has been a failure to deliver.  But your contractual entitlement, as you present it here, is to suspend delivery and therefore no longer receive gas from that marketer.

     MR. MacPHERSON:  Eventually.

     MR. VEGH:  Yes.  And leaving aside the protocols yet for how you turn customers off, the consequence for a marketer who fails to deliver is not just a penalty, but they could lose their customers and go out of business.

     MS. GIRIDHAR:  Potentially, yes.  And certainly that's a powerful incentive to make sure you deliver gas.  I mean, I would just --

     MR. VEGH:  I would have thought so.

     MS. GIRIDHAR:  Excuse me?

     MR. VEGH:  Sorry, go ahead.

     MS. GIRIDHAR:  I would just point out, you know, without sounding flippant, presumably the desire for self-preservation was embedded in the decisions that AIG and Lehman Brothers and Morgan Stanley and all of these companies did as well.  The reality is that somebody needs to step back and assess from the marketplace's perspective:  Is there enough arrangements underpinning this obligation?  and that's exactly what we've done here.

     MR. MacPHERSON:  I would also emphasize that in the event of a peak day, where a marketer failed to deliver for one or two days, Enbridge would not be in a position to terminate the gas-delivery agreement and return the customers to system gas.

     MR. VEGH:  Well, there's a process for terminating the agreement.  That's what you're saying.

     MR. MacPHERSON:  Yes.  I mean, if you didn't deliver for two days, we would give notice, and then deliveries resume.  We would not be in a position to take an action.

     MS. GIRIDHAR:  If I may add to that answer, BP No. 12 is a response that addresses this situation.  The point I'd like to make is that the gas-delivery agreement certainly contemplates failure to meet obligations, events of default, and a process around it.

     The particular situation we are talking about, which is not necessarily the bankruptcy of a marketer, but a widespread failure to deliver because certain contracting practices have been used in a widespread manner, is not something that was specifically contemplated in the gas delivery agreement.  And that's the distinction between the provisions we have in place today, provisions that should work very well under normal operating circumstances, but not necessarily when you have a common factor correlating several instances of default, which would be a situation such as this, which is non-firm transport on a peak day where these non-firm arrangements are cut.


MR. VEGH:  I think I understand that point.  I'm just trying to address what is a current obligation from the perspective of a direct-purchase customer.  It's a firm obligation that's backed up by very significant contractual remedies if they fail to meet that obligation?


MS. GIRIDHAR:  Are you asking me if I agree with that?


MR. VEGH:  Yes.


MS. GIRIDHAR:  Yes, I do.


MR. VEGH:  So those are the contractual remedies.  I just want to ask a point of clarification here, which goes to who is covered by your proposal, Ms. Giridhar, because sometimes you use the term "ABC customers" and sometimes you use the term "small customers", and you use those terms interchangeably.


I take it that the purpose of this proposal is to capture the small customers -- basically, the small customers served under an ABC arrangement?


MS. GIRIDHAR:  That is correct.  And the thinking behind this was to say, given that we need to ensure supply meets demand on a daily basis, if supply doesn't show up, we need to curtail demand.  Well, which customers are more likely that we could implement that curtailment for?  The answer there is large-volume customers.  By default, we do not have the ability to get to all of the small-volume customers that failed to deliver and make sure that they turn their furnaces off.


So by a process of deduction, we ended up with the small-volume customer market.


There is a very strong correlation between the type of arrangement that small-volume customers have with ABC.  So while there may be a few large customers that take service under the ABC arrangement, it is predominantly small-volume.


MR. VEGH:  And the purpose of your proposal is to address those small volume customers served under ABC arrangements?


MS. GIRIDHAR:  That is correct, customers that cannot be switched off if their gas does not show up.


MR. VEGH:  So large-volume customers who are served under ABC arrangements are not included in your proposal?


MS. GIRIDHAR:  I would not say that, because we have no way of really identifying who those -- you know, once we are dealing with an ABC pool, we are dealing with a pool and all of the customers that are served under that pool.  So it would be very difficult for us.


And keeping in mind, again, that these are decisions that our gas control group has to take within a period of 24 hours, it would be next to impossible for them to go through all the different pools of customers and figure out which of those 500 customers, for example, within a pool happened to be a large volume customer.  


So we'd have the same issue if it was a large volume customer within a pool that also served residential customers.


MR. VEGH:  So in the circumstances where the customer is the one who has the ABC contract and they're not part of a marketer's customer pool, those larger customers are not covered by your proposal?


MS. GIRIDHAR:  That is correct.  At this point, we are focussing on the smaller-volume customers.  However, in our evidence, we also say that we are not entirely satisfied that we've addressed system reliability risks for that segment of the market, because we have 3,000 customers that take service or make arrangements directly for their supply.


And, again, we query whether the combination of our gas control and our account executive groups can actually identify 3,000 customers within 24 hours and ensure operationally that they could be switched off if their gas does not show up.


So the point I just want to make is that the initial focus is on the small-volume customers, but we have not excluded looking at options for the larger customers, as well.


MR. VEGH:  So -- but your current proposal in front of the Board is for the small-volume customers?


MS. GIRIDHAR:  That's right.


MR. VEGH:  It does not include large-volume customers who have their own ABC pool?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  Now, I'd like to address this point you're raising about curtailment, because your evidence addresses curtailment, and sometimes there's a bit of uncertainty, to me, with respect to the relationship between your contractual rights and the curtailment rights.  So I'd like to clarify that a bit.


I think your curtailment protocol is -- is set out in a handy way.  I'm going to go out of order a bit in the book of materials, but if you go to page 179, that's where you have the Shell Interrogatory No. 5.


And at page 183 of the book, you reprint -- you have a slide deck which shows your emergency procedural manual --


MS. GIRIDHAR:  Mm-hmm.


MR. VEGH:  -- for curtailment.  And I'll come back to this document later now, but it is a handy way to consider the issue of curtailment.


And so what this sets out, then, is the order or the priority of curtailment?


MS. GIRIDHAR:  That's right.


MR. VEGH:  So, first, you could curtail interruptible customers?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And then large-volume firm customers, and go down the list.


These curtailment protocols that you present here, these aren't remedies for failure to deliver, right?  These are used to address system limitations regardless of the reason why the system would be constrained?


MS. GIRIDHAR:  That is correct.  Failure to deliver would be a subset of all the reasons why we could have a system problem.


MR. VEGH:  Right, but your protocols are not now set up to cut off customers for failure to deliver, so much as they are to just follow this protocol?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  And, in fact, these protocols have no -- bear no relation to failure to deliver, right, because there are customers who could be curtailed here who have delivered their gas?


MS. GIRIDHAR:  That is correct.  These protocols have been in place for decades, I would say, if not – well --


MR. MacPHERSON:  Longstanding.


MS. GIRIDHAR:  They're longstanding protocols, long before the advent of direct purchase.


MR. VEGH:  So when we talk about -- or when you talk about your protocols and your operational issues for addressing system constraints, those protocols really have nothing to do with the current contractual obligations, right?  These are separate processes altogether?


MS. GIRIDHAR:  They are separate, but they could work in conjunction, because certainly our gas control group would know, on the timely NOM window the day prior, as to which customer has failed to deliver.


That, in fact, would be sent to a number of people internally by way of e-mail notification that, you know, these customers have failed to deliver.  So -- and we do have the gas delivery agreement, in the event it's a customer that has their own direct-purchase arrangement, that we could actually curtail them using those provisions.


So we could work through these protocols, as well as the gas delivery agreement and other internal processes we have, to identify those customers that did not deliver gas.


MR. VEGH:  So theoretically that's possible, but on the day of a system constraint, whether it's based on a contractual failure to deliver or not, the protocol that you'll follow is the protocol that you reproduced here and is at page 183?


MS. GIRIDHAR:  Well, the protocol that we will follow will have the nuance that we would look at who were the customers that failed, are they able to be curtailed, and then, you know, start at that point.  


Obviously, if that does not address the system pressure issue, then we would have to follow up with this process, which would be to not necessarily identify who failed to deliver, but simply, by size, who are the largest customers that you can get off to maintain system pressure.  


MR. VEGH:  So the system -- 


MS. GIRIDHAR:  So it would work in conjunction.


MR. VEGH:  Sorry for interrupting.


So I'm just saying that the curtailment protocol you have here deals with a different issue than the failure to deliver issue?


MS. GIRIDHAR:  That's right.  It's a more expansive set of circumstances than --


MR. VEGH:  That's right.  So when we look at what's backing up firm delivery obligations, we should actually look at the contractual entitlements, not the curtailment protocols?


MS. GIRIDHAR:  I would agree with that.


MR. VEGH:  You would agree with that?


MS. GIRIDHAR:  Yeah.


MR. VEGH:  Now, Enbridge has contracted for sources of supply that are not backed up by firm transportation, right?


MS. GIRIDHAR:  That is correct.  Peaking supplies are one element of our supply plan, whereby we go and ensure that an arrangement is in place via payment of reservation charges and a contract between us and the party that's supplying peaking supplies, but in that instance, we do not ourselves hold firm transport equal to the peaking supplies that we will be calling on.


MR. VEGH:  So your obligation -- or your contractual entitlement there is for the supplier to have a firm delivery obligation of peaking supply, but you're not that -- but not a firm transportation obligation?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  And --


MS. GIRIDHAR:  Presumably, it's firm to some point on TransCanada's system and a diversion from that point, if it is not firm, in fact, to the delivery area.


MR. VEGH:  Right.  So presumably your supplier has made whatever arrangements are necessary to be able to meet that firm delivery obligation?


MS. GIRIDHAR:  Certainly that's the presumption we've gone on, and if I may actually quote some anecdotal evidence from the supplier cuts we had this winter, we did have a situation when some of the peaking supplies, as well, were not confirmed until the very last nomination window.  And that was certainly not something that we had contemplated earlier, in terms of changing the mix of peaking supply in our plan, but that is something that we will be assessing going forward, in terms of whether we have the optimum amount of peaking supply, because we had not previously encountered a situation where peaking supplies were not delivered in a timely manner when called upon.

     MR. VEGH:  You haven't encountered that situation, so it's worked.

     MS. GIRIDHAR:  It's certainly worked in the past, and given the experience of this winter, it's time to question whether we need to look at those arrangements.

     MR. VEGH:  And I forget the exact reference, but peaking supply, that makes up about -- I'm sorry, what percentage would that make up of your peak supply requirements?  I think it's in Shell No. 1.  I'm not sure.

     MS. GIRIDHAR:  It's typically around 250,000 gJs over the CDA and the EDA.  So it's something less, let's say 7 or 8 percent, I would think.

     MR. VEGH:  While we are still talking about the status quo, you mentioned that you're considering changing -- making changes to your peak supply arrangements to require them to be backed up by firm.  They currently are not required to be backed up by firm transportation.  It's just a firm delivery obligation.


Let's continue with the status quo of how the arrangements are currently in place.  And I'd like to address now how that came about, what is the basis of requiring firm delivery obligations backed up by penalties and by the contractual entitlements to suspend deliveries.

     And I've included in the book of materials at page 9 an excerpt from the OEB's decision in EBRO-410.  I provided your counsel with these excerpts earlier this week.

     You're familiar with this decision?

     MS. GIRIDHAR:  I have not reviewed it prior to receiving your book, your materials.  I have not --

     MR. VEGH:  So this, just -- sorry?

     MS. GIRIDHAR:  Sorry.  So the answer is, I was not familiar with the decision.

     MR. VEGH:  Okay.  This decision set the ground rules for direct purchase.  Would you agree with that characterization of this decision?

     MS. GIRIDHAR:  Certainly with respect to the predominant direct-purchase arrangements that were in place at the time, which would have been, I believe, the large-volume customer segment.

     MR. VEGH:  Right.  And this decision was aimed at setting OEB policy.  It wasn't just like a one-off rates case or something.  This was a deliberate attempt to look at how to structure the direct-purchase system in Ontario.  Would you agree with that?

     MS. GIRIDHAR:  Certainly this appeared to be the case.

     MR. VEGH:  And in setting up the current direct-system purchase in Ontario, you'll see that the OEB addressed the very issue that we're talking about today.  And I'd like to take you to -- I have some introductory material that just sort of sets the context of this decision.

     But then at page 75 of this decision, which is at page 26 of the materials, it addresses the issue entitled "supply support".  And I'd like to read it just to put it on the record and to present you with this.  And it says -- it talks about supply support and refers to Consumers and Union.  So Consumers, that was -- that's the predecessor name for Enbridge?

     MS. GIRIDHAR:  Mm-hmm.

     MR. VEGH:  So Enbridge and Union expressed concern regarding the non-arrival of a key service customer's gas and the possible adverse impact on system customers, so it's the same kind of concern that you're talking about today?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And to satisfy their obligations to other customers, the utilities claim they should be entitled to verify key customers' upstream arrangements, including their supplier's gas reserve and the adequacy of key customers' arrangements with TCPL.

     So it's essentially what's being proposed today again, isn't it?

     MS. GIRIDHAR:  Except that we're talking about the small-volume customer segment.

     MR. VEGH:  Well, your initial application applies to all direct-purchase customers, and you treat this as a phased application.  So this is where you say the utility should be going, right?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  So the utilities should be verifying -- or the Board, I guess, would be the one that would have to verify upstream transportation arrangements under your proposal today.

     MS. GIRIDHAR:  Well, under our proposal, we would verify the arrangement through a change in our tariff provisions approved by the Board.

     MR. VEGH:  Okay.  But in substance, though, it's the same as the proposal was, as presented in this case?

     MS. GIRIDHAR:  That's right.

     MR. VEGH:  When you go to the Board's finding in that decision -- that's at page 30.  And again, there's a -- I'll just read you a quotation from the decision.  The Board referred to another decision, and it says:

"By requiring its own gas supply, the direct-purchase customer would automatically assume the risk of supply failure previously borne by the utility.  A direct-purchase customer would have to make its own arrangements for backup supply, since it would be irresponsible for it to plan to rely on the gas to the distributor and/or the distributor's other customers to support it if its gas supply was inadequate, and unreasonable for the utility to be obliged to serve in these circumstances."

     Then the Board sets out its conclusion:

"The Board, in keeping with its views as expressed in this decision, finds that the verification of upstream supply arrangements, including verification of gas reserves, shall not be a condition for providing T-service by the utility."

     So the Board rejected the utility's proposal.

     MS. GIRIDHAR:  Again, I would like to clarify that.  The T-service arrangements they were talking about at the time pertained to large-volume customers.  The decision also does lay out the view that it is unreasonable for the utility to be obliged to serve in circumstances where they would make inadequate arrangements.


The reality of our operating system is that we have a single system that serves up to 1.9 million customers, and to rely purely on self-suspension of gas when there's failure to deliver to the franchise is not a remedy that would necessarily be effective with the kind of customers we're looking at today.

     MR. VEGH:  I think that was the same -- Enbridge made the same kind of argument -- that the utility should be verifying upstream transportation arrangements -- in that case as the utility is making in this case, and the Board rejected it in that case.

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  And the current policy that the Board has in place --

     MR. CASS:  Excuse me, Madam Chair.  I don't know whether it's a matter of evidence or a matter of argument as to what the Board said in this decision, but I certainly don't accept Mr. Vegh's proposition about what the Board decided here.  I read the Board's decision here on page 79 of the decision as relating to gas supply, not gas transportation.

     MR. VEGH:  If you -- perhaps it is an issue of argument, but I thought the witness understood the description quite carefully -- or quite clearly.  When you go to paragraph 529, where the Board described what the utility was proposing, which was when they discussed supply support, it was upstream arrangements, including gas reserves and the adequacy of key customers' arrangements with TCPL.  So I thought the witness understood this, Mr. Cass.

     MR. CASS:  Maybe so, Mr. Vegh, but I'm referring to what the Board actually decided at page 79 of the decision, page 30 of your exhibit, and I don't see that that's a decision about transportation.

Sorry, Madam Chair.

     MS. NOWINA:  Mr. Cass, you've pointed out your concern, but I think most of the dialogue needs to be between Mr. Vegh and the witnesses.

     MR. VEGH:  The only point I would like to make, Ms. Giridhar, is when we look at the status quo that we've been talking about, it didn't just emerge.  This was a result of deliberate OEB policy, a firm delivery obligation on behalf of customers without the utility verifying transportation arrangements?

     MS. GIRIDHAR:  Perhaps I'll respond, and if Mr. Overcast could also talk about other jurisdictions.

     My read of this decision is that this was talking about large, very large, customers that were the first ones to take up the unbundling proposition, in terms of making their own arrangements.

     The vast majority of small customers operated under what's called buy/sell arrangements.  They are no longer prevalent today.

     At the time, the marketer acting on behalf of their small-volume customer would have given Enbridge their gas in Alberta.  We would have transported it using our transport, and it would have been redelivered to the end-use customer in Ontario under what was called a buy/sell arrangement.  Usually, they would have bought the gas and then sold it back.

     So we are talking about a very different type of customer.  And you've certainly acknowledged in this proceeding that very large customers can be identified if their gas does not show up, and very large customers could potentially be switched off.  We have contractual provisions.  We could possibly send a gas fitter to shut their gas off.


So it is our view we are talking about different situations here, and certainly the gas industry has evolved from the days when this was contemplated.


MR. VEGH:  The gas industry has evolved.  I would agree with you on that.  I don't think there's any doubt about this.  But this policy has been in place now for several decades?


MS. GIRIDHAR:  With respect to the transportation arrangements that were contemplated at that point in time, which would have been large-volume customers.


MR. VEGH:  But this policy applies to marketers serving small volume customers, as well.  That is the status quo today.  You do not verify upstream transportation arrangements?


MS. GIRIDHAR:  I would just comment that Union Gas has in its tariff provision a requirement that all direct-purchase customers should hold upstream transport.  I do acknowledge that it is not necessarily verified today, but I also would state that, you know, they are referring to their operations in their southern franchise, which is Dawn, which is where the market hub exists today.


MR. VEGH:  But Union doesn't enforce that?


MS. GIRIDHAR:  Sorry, I think Mr. Overcast was --


DR. OVERCAST:  Let me just add this is the opening stage of unbundling, if you will, and when the markets first opened, they were open to the very largest customers on your system.  And the Board is absolutely correct in saying -- and I'll read from the -- starting the second line of that paragraph you read:

"The direct purchaser would automatically assume the risk of supply failure."


This is very common for the largest customers.  If you look through the transportation tariffs for many utilities for their largest customers, they say:  If your gas doesn't show up, you don't get any gas.  And they can enforce that, because there's only a few very, very large customers involved.


Here, the situation is when you have small volume customers, there is no way that the direct purchaser could automatically assume the risk of supply failure, because you've got -- you've got 100,000 residential customers spread out all over the system.  


Let's say you've got two marketers, 50,000 for each one.  One marketer doesn't deliver.  It doesn't mean that you can go out and impose the consequences of supply failure on those 50,000 customers that that marketer serves.  The consequences go to the whole system, because the system loses pressure and there's the potential for an outage.


So historically this is a perfectly valid position because of the size of the customers.  Today, when you've got a system where you're serving small customers that you can't impose the risk of supply failure directly on the customer, this provision no longer applies.


MR. VEGH:  I didn't really want to debate the Board's policy that it approved years ago.

What I wanted to have you agree with was that the status quo that we're talking about, which is the firm delivery obligation imposed on large customers directly, imposed on marketers who serve small-volume customers, not the small-volume customers directly, that is a reflection of OEB policy.  It didn't just kind of emerge.  It evolved from a structure that the Board put in place for direct purchase.


MS. GIRIDHAR:  Well, I think I could agree with the statement that the philosophy for direct purchase in Ontario has been one where the expectation is that the direct-purchase community would exercise judgment and make the right kinds of arrangements to meet their firm delivery obligations.


I guess what I'm suggesting is that certainly the turnback policy that we instituted, which, with language that says your deliveries continue to be firm to the franchise area, is an example of that, where customers were allowed to turn back the previously long-haul firm transport that Enbridge contracted for on their behalf and substitute with other arrangements.


So I would agree that the philosophy of the Board has been that the direct-purchase community will go out and make appropriate arrangements.  I guess our view is, yes, that's been the philosophy, and we can take one of two alternative approaches.  We do believe that something needs to change.


We believe that we need to understand how firm these arrangements are, you know, and some of this concern was raised before the financial market failures that we saw in the fall of last year and continuing into today.  It was just asking the question:  Can we ensure that the market will always work with the kind of arrangements that remain in some place?


So your question is:  Is this the philosophy?  I would agree that it is, and our view is that it's time to question whether additional provisions are required.


MR. VEGH:  It's the second time you've referred to the financial crisis, and I think it's unlikely that you and I having a debate on the underlying causes of the financial crisis will provide much assistance to the Panel --


MS. GIRIDHAR:  I would agree with that.


MR. VEGH:  -- in deciding the issue that it has to raise.


So maybe we can advance the cause here a bit if we agree that the utility or the Board, in considering the regulation of commercial activity, should try to make good decisions, and will likely make good decisions if they have a good understanding of what it is they are trying to regulate, what are the risks, what are the opportunities.  


And what we should do in this case, rather than debate the causes of the financial crisis, is perhaps to investigate your understanding of the risks and opportunities that face direct-purchase customers today in making alternative arrangements to meet their firm delivery obligations.


Is that a better way to proceed on this point?


MS. GIRIDHAR:  I would agree with that completely.  The reference was only to point out an instance of market failure; that's all.


MR. VEGH:  Well, markets fail.  That's fair.


Now, this policy, though, hasn't failed, right?  It's been in place for a long time, since 1986, and it's been in place -- it's proved to be enduring in the face of a lot of changes in the natural gas market; do you agree with that?


MS. GIRIDHAR:  I would agree with that.  I would also point out that there have been stresses that were experienced.  We certainly talked about the stress that was experienced this past January, where there were outages in TransCanada.


Another instance actually occurred in January of 2004, where we were actually very close to our design-day conditions.  We were close to 39 degree days.  At the time, TransCanada cut a lot of IT -- I think all IT and 70 percent of diversions on that day, but, at that time, we had in excess of 200,000 gJs firm contracted by the direct-purchase community.


So I just wanted to point out that yes, the market has performed.  I do query, though, if we have in fact been stress tested with circumstances that reflect degree-day, design-day temperatures, as well as today's contracting practices.


MR. VEGH:  This has been in place since 1985, and you know, an indication of good policy is a policy that does survive these sorts of stresses?


MS. GIRIDHAR:  I would also suggest that until 2003, almost all of the direct-purchase arrangements that we are concerned about now were backed by firm transport for the franchise that the utility held and assigned to the various marketers.


In 2005, we found that -- you know, after the turnback, we actually found that there was more than adequate coverage in terms of firm transport to the franchise.  It's only in the last three years that we've seen a situation with the amount of firm transport that the franchise has faced a huge reduction, and certainly in the last three years, the instance where we had any kind of supply restrictions on TransCanada that caused us concern was on January of this year.  


So I just make that point to state that while we've had several decades of direct purchase in Ontario, the circumstances have certainly changed during that time.


MR. VEGH:  And the sign of a good policy is that it can survive the stresses of change in circumstances, because we've seen a number of changes in circumstances, right?

We've seen, since 1985, dramatic changes in gas prices from time to time.   We've seen spikes in gas surprise price.  Even recently, with Hurricane Katrina, we've seen dramatic changes in gas availability and tightening in prices.  You would agree with that?


MS. GIRIDHAR:  I would agree.


MR. VEGH:  And you have mentioned we have had times of transportation constraints in, say, 1995, when there was very tight upstream transportation coming to Ontario?


MS. GIRIDHAR:  My understanding was that at the time, virtually all of the requirements to the franchise for firm customers was underpinned by firm transport.  So to the extent that there was tightness in the system, it would have related to requirements over and above what was required for the system, so, to me -- adverse weather conditions, for instance.


But the primary requirement to the franchise was firm.


MR. VEGH:  Well, that remains -- that's always been the case.  The primary requirement to the franchise is firm delivery?


MS. GIRIDHAR:  Firm transport.


MR. VEGH:  The primary requirement in the agreements, in the contracts, under OEB policy, is firm delivery, and that has survived high gas prices, low gas prices, tight transportation and excess transportation, hasn't it?


MS. GIRIDHAR:  Excuse me.


[Witness panel confers.] 


MS. GIRIDHAR:  I don't think I can agree with that statement, Mr. Vegh, because, for example, the price of gas is a supply issue.  It has nothing to do with the underlying transport issue that we're talking about here.


And again, when we talk about times where it's -- when transport was tight, we were talking about tightness for requirements over and above what was committed to the franchise, and we know that what was committed to the franchise was adequate to meet design-day circumstances.  So I do believe you're talking about different circumstances here.

     MR. VEGH:  Okay.  So we'll just leave the Board to determine whether its policy has proven to be enduring.  I guess the point is, though, that you're asking the Board today to change its policy.

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  And in a nutshell, the reason you think the Board should change its policy is that firm delivery obligations of direct shippers today are no longer backed up by firm transportation, and instead a significant portion are backed up by what TCPL calls discretionary services.

     MS. GIRIDHAR:  That's right.

     MR. VEGH:  And is it fair to say that your concern here is for peak periods and not non-peak periods?

     MS. GIRIDHAR:  The concern is definitely heightened for peak periods.

     MR. VEGH:  But you're confident that firm delivery obligations, as they are today, are sufficient to meet non-peak periods, like the non-winter season?

     MS. GIRIDHAR:  I would agree with that statement,

except to point out that operationally we still require a certain amount of gas to come off TransCanada's system.  So you could, in fact, be in a non-peak day situation.  But in fact, if all of the supply that needs to come off TransCanada did not get delivered to the franchise, even though we might have excess capacity to the franchise in terms of our Union interconnects, we really don't have the ability within our distribution system to flow gas from our Parkway interconnect with Union to Whitby and Oshawa and Barrie and all these places.

     So the situation is heightened under peak circumstances, because that's when you think there's the greatest likelihood that cuts would happen for the kinds of arrangements that are in place today.

     But I think that concern does exist for the entire year.  It's certainly much more serious for peak.

     MR. VEGH:  Well, I'm not talking about deliveries through Union.  I'm talking about deliveries through the CDA from TransCanada.

     MS. GIRIDHAR:  The issue being that we need to compensate for supply shortfall in some form or the other.

     MR. VEGH:  But the risk of supply shortfall that you're identifying is really a peak-day risk, not an average-day risk.

     MS. GIRIDHAR:  If we have 400,000 gJs of delivery commitments of the CDA not show up in the summertime, that would still be a concern for us, because that has to be compensated with supply from somewhere else.

     If TransCanada cut IT, and we don't need -- you know, we don't have the gas that's required to meet demand, we'd still have to find it somewhere else.

     The reality is that in the summertime demand is low.  We don't really need a lot of gas in the franchise.  We're able to transport it away.  And the reality also is that there is sufficient excess capacity on TransCanada's system on most days.

     MR. VEGH:  Yes, I wasn't addressing the scenario that -- I'm not saying that the failure to deliver during a summer period or an off-peak period is something that you would be cavalier about or that customers would be cavalier about.  I understood your concern to be that discretionary services may not be available to back up a firm delivery obligation during peak periods.


MS. GIRIDHAR:  That is correct.

     MR. VEGH:  But those -- you're not concerned that the discretionary services would not be available during an off-peak period, would you?

     MS. GIRIDHAR:  We are less concerned about off-peak period.  I would not say that we are not concerned at all.

     MR. VEGH:  Okay, so it's a matter of degree then?

     [Witness panel confers.]

     MR. VEGH:  So it's a matter of degree and probability.  What's the probability of the discretionary services to be sufficient to meet delivery obligations during peak and off-peak periods?

     MS. GIRIDHAR:  Yes, and keeping in mind that we do have an obligation to ensure that there's supply reliability to meet peak-day demand conditions.  And simply, with gas-distribution systems, a system that works on all days but the coldest day of the year is not acceptable.

     MR. VEGH:  I understand all of that.  And I'm not trying to cut you off, but I'm trying to understand what you're saying the problem is.

     And I understood your evidence to say that the problem is that discretionary services may not be available during times of peak period to meet peak demand.

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  And I'd like to get into discretionary services in more detail, just what they are, how they consist of, but I'm now changing direction, Madam Chair, and if this is a convenient time for you to take a break, I'll follow your lead.

     MS. NOWINA:  That will work, Mr. Vegh.

We'll break and resume at 1:30.

     --- Luncheon recess taken at 12:20 p.m.


--- Upon resuming at 1:34 p.m.


MS. NOWINA:  Please be seated.

Any matters come up during the break?

Mr. Vegh, do you want to continue?


MR. VEGH:  Thank you, Madam Chair.  Good afternoon, panel. 


We were just turning to the issue of discretionary services, and this is -- the reason we're talking about discretionary services is to get a better understanding of your concern that a larger amount of the firm transportation -- firm delivery obligations of customers are now being met by discretionary services offered by TransCanada Pipelines as opposed to long-term firm transportation services offered by TransCanada Pipelines.


So I'd like to look at discretionary services, and I'd like to do this in two stages.  The first is to just clarify what those services are, and second is to address how those services have contributed to meeting the gas needs of the franchise and how that contribution has changed over the last few years.


So I'd like to first just start with what are discretionary services.  I think a handy place to address this is in TransCanada Pipelines' written evidence, which is Exhibit L-21, at page 8.


Thank you.  Do you have that?


MS. GIRIDHAR:  Yes, I do.


MR. VEGH:  At page 8 there is a table that sets out TransCanada's primary transportation services.  And the key services are listed in columns on this table, and the attributes of the services are addressed in the rows of the table.


The services that I would like to address are -- what I'd like to address is how the discretionary services compare to the firm long-term transportation services, what we call FT services.


And, as I understand it, there are three general types of discretionary services, and those are short-term firm transportation or STFT services, interruptible transportation services, and diversions.


MS. GIRIDHAR:  Yes.


MR. VEGH:  Now, diversions do not have a separate column in this table, and I think that is because the ability to divert the receipt or the delivery point is a feature of FT services --


MS. GIRIDHAR:  Yes.


MR. VEGH:  -- as opposed to a service in itself?


MS. GIRIDHAR:  Okay, sorry.  Yes.  


MR. VEGH:  Thank you.  So this column is helpful, then, to compare the other two services -- that is, short-term firm transportation, STFT, and interruptible transportation, or IT -- and then to compare those services to FT?


MS. GIRIDHAR:  That's correct.


MR. VEGH:  Okay.  Now, just a few key features, then.  The first one, the first row is "Priority of Services".  FT is a firm service, right?


MS. GIRIDHAR:  Mm-hmm.  Yes.


MR. VEGH:  STFT, short-term firm service, that is a firm service, as well?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And then there is IT or interruptible, and IT is an interruptible service?


MS. GIRIDHAR:  Yes.


MR. VEGH:  Right?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And it's interruptible in the sense that the ability to provide that service is dependent upon the kind of daily operational conditions of the pipeline on the day that the service is required?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And in that way, it's like a diversion, that the service can be accommodated if the operational capacity can provide that service, but if the operational capacity cannot provide that service, then that service is not available?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  STFT is firm in the sense that if a customer contracts for that service, then unlike IT or diversion, it's available without regard to daily operational constraints?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  And so when a customer contracts for short-term FT, they have as firm a transportation requirement -- as firm as long-term FT?


MS. GIRIDHAR:  That is correct.  The primary difference between STFT and FT, as I understand it, on TransCanada's system is that STFT has no renewal rights that go with it, and it's for a duration of less than a year.


MR. VEGH:  Thank you.  And Enbridge uses STFT; is that correct?


MS. GIRIDHAR:  We've certainly used it on occasion, but it's not something that we would factor into our design-day planning.


MR. VEGH:  But you use it as a service to meet delivery obligations?


MS. GIRIDHAR:  We have used STFT if it -- again, not as part of planning for peak days, so STFT is not a cost that would feature in our gas cost budget, but it could be something that we might have used operationally in order to bring gas into the franchise.


And, typically, that would have happened if we needed to buy more gas than we had budgeted for.


MR. VEGH:  Well, you purchase STFT on a going-forward basis, not just on a day-to-day basis?


MS. GIRIDHAR:  Well, you do need to sign up for a minimum of seven days, so we could not purchase STFT just to meet needs on a particular day.  If you have a need to purchase gas for a period of time, we would look at all the options in terms of whether we should be using, for example, Dawn purchases and move it on short haul transport, or we might look at using STFT, and you know, source it in Alberta.


These are all of the operational choices we would make, and obviously it would be a function of economics and the need to get more gas, as well.


MR. VEGH:  Yes.  So you would buy it on a seasonal basis from, say, November 1 to March 31?


MS. GIRIDHAR:  Potentially.  I don't know that we have ever bought it for that entire duration.  We might have used it for a period of a week.  We might have used it -- other instances where we might use STFT is we incur IT charges, which are at 110 percent of the toll.  For example, we need to incur IT charges to inject gas into storage in the summertime.  STFT allows to us procure that same capacity at full toll with no premium.  So we might look at STFT in that situation, as well.


So it's really an economic decision, and it would not be a decision to the detriment of using firm transport; rather, it would be a decision that happens intra-year to meet needs other than what were forecast.


MR. VEGH:  Well, you said a lot in those points.  I'm not sure I have to unpack all of that.  Perhaps I'll just point you to the evidence, which is -- or the TransCanada shipper list, which is set out at pages 33 to 35 of -- I'm sorry, 33 and on of the document book that we put together and circulated this morning as Exhibit HD1.2.


And it wasn't really meant to set up as a trick question, but I think this document book just demonstrates that -- for example, if you go to page 33, which is a report from TransCanada dated November 1, 2003, it indicates that, if we go down the shipper list, you see Enbridge Gas Distribution, and where there's a gap under the shipper between the two Enbridge Gas Distribution entries, you see a couple of seasonal contracts there for STFT from a period of November 1, 2003, on page 33, to March 31, 2004. 


So there were a couple of entries there for, I think, a total of over 70,000 gJ of STFT.  So it's purchased on a seasonal basis going into the gas year?


MS. GIRIDHAR:  Yes, I do see that.  Actually, I hadn't noticed that before.


MR. VEGH:  You hadn't noticed that.  And at page 34, which is the year -- which is the 2004 year?


MS. GIRIDHAR:  Yes.


MR. VEGH:  You see, again, a number of entries for Enbridge purchase of STFT?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And we don't have to go through all of them.  At page 35, you see the same thing for the 2005 gas year?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And so you do rely upon STFT to meet your own delivery obligations?


MS. GIRIDHAR:  Yes.  I don't know the particular circumstances in those years.  I certainly wasn't part of the group at that time.


MR. VEGH:  Right.  Thank you.


MS. GIRIDHAR:  It does appear that we have used STFT.


MR. VEGH:  Now, it's called a discretionary service even though it's a firm service obligation, and my understanding is that it's called that because the capacity is made available for STFT after the capacity is already applied for FT, for long-term firm transportation.

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  So in that sense, there's a relationship between the capacity used for long-term firm transportation and the capacity that's made available for short-term firm transportation, in the sense that the greater the capacity that is used for long-term firm transportation, then the less the capacity is available for short-term firm transportation, and vice versa?

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  Now, short-term firm transportation -- you mentioned this -- it's available for a period from a minimum of seven days to a maximum of one year?

     MS. GIRIDHAR:  364 days, yes.

     MR. VEGH:  One year minus a day.  And within that period there's some flexibility, so it's available on a seasonal basis as well?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And I think we've discussed this before, but your concerns about meeting peak demand are really driven more for the winter season than for the full year?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And STFT is purchased on a short-term basis, so in all likelihood it's going to be purchased close to the time at which it's going to be required?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And by contrast, FT is purchased or renewed by November 1, and that's for a one-year period.

     MS. GIRIDHAR:  Yes.  I believe that FT renewals -- not every FT contract on TransCanada is November 1.  So it would depend on the renewal date and when the original contract was signed.

     MR. VEGH:  Yes.  I think for our purposes it's probably enough if we agree that, you know, a large portion of TransCanada contracts go from November 1 to November 1?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  The FT contracts?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  There may be some that don't quite, but the vast majority do?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And so I'd like to pursue the seasonal nature of the purchases of the STFT a little bit more.  And at page 38 of the document book, we've prepared a table that compares the STFT capacity purchased on November 1.

     MS. GIRIDHAR:  Mm-hmm.

     MR. VEGH:  And you'll see the source from -- the source for that information in the first column is information provided at the Technical Conference.  You can confirm the sources, but I think we've got this right.

     What we've done is we've compared the STFT contracted at November 1 and then compared that to what its actual contribution was, the actual contribution of supply delivered under STFT, on an average basis and on a peak basis, so for every year.

     MR. CASS:  Excuse me, Madam Chair.  I wonder if I just might confirm something through you.  I don't remember having seen this before.

Is this part of what was provided to me earlier this week, Mr. Vegh?

     MR. VEGH:  No, this document is just a summary of evidence that's already been on the record.

     MR. CASS:  Okay.

     MS. GIRIDHAR:  I would need some time to review it.  I haven't seen it in this format.

     MS. NOWINA:  But it was created by Shell, Mr. Vegh?

     MR. VEGH:  It was compiled by Shell based on the information already in the record, yes.

     MR. CASS:  Okay.  I didn't know whether I'd just overlooked it.  Thank you.

     MR. VEGH:  And we've sourced the basis for the information, so the first column again is the total contracted STFT into the Enbridge franchise area as at November 1 for each of these years.  And this is based on -- well, again, the source is identified there.  And then there's the actual average STFT delivered to the franchise area during the course of the year.  And then that's the actual average in the second column and the actual peak in the third column.

     And I might just ask you to take this subject to check, that this is an accurate description -- or an accurate compilation of the evidence that's been provided.

     MS. GIRIDHAR:  Okay.  Subject to check.

     MR. VEGH:  And so the point I want to make from this document is, when you look at how much STFT is contracted for at the -- as of November 1 each year, and if you look at the actual contribution to meeting average or peak requirements, you see that there's a great variance, in fact.


So in 2003 and 2004, only 32 percent of the actual contribution of STFT was actually contracted for on November 1.  And in the final column, you see that the actual contribution of STFT to peak requirements in that year was at 17.9 percent.

     And this wouldn't be surprising, given the conversation we just had, which is that STFT is contracted for closer to the time that it's required, as opposed to November 1, being the -- as opposed to November 1 contract date.

     MS. GIRIDHAR:  Yes.  And if I might add, that's one of the features about STFT that would cause us some concern.  I would certainly acknowledge that STFT, because it has the same priority as FT, could potentially work, certainly could work for a period of a year or two or in the short-term.


But because it has no renewal rights attached to the service, and there's no certainty as to how much take-up there is of this service, there isn't really a transparent way for Enbridge as system operator to assess to what extent it's being utilized.

     MR. VEGH:  At least if you only look at how much it's contracted for on November 1, you will not get good information on how it's actually contributing throughout the course of the season.

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  So you might have to be a little more dynamic in your review of the contribution of STFT?

     MS. GIRIDHAR:  I'm not sure that we really know today what arrangements are being used to bring gas -- in fact, I do know that we don't know, because all that we see is an amount of gas that's being confirmed by TransCanada.  We're certainly not privy to how the gas is getting to the franchise other than FT, because TransCanada puts out an index of customers that shows all the customers who have contracted for FT.

     So while we may know that there is a certain amount of STFT, we have no way of knowing how much of it is to the franchise.

     MR. VEGH:  That's right.  And we can go through that in a little more detail, the actual contributions and how those are not -- they're certainly not revealed by looking at what's contracted for on November 1 anyway, right?

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  And so there's really no discernible relationship at all, is there, on how -- between how much STFT is contracted for on November 1, versus its actual contribution during the course of a year?

     MS. GIRIDHAR:  As it stands, I would agree with that.

     MR. VEGH:  So November 1 is not a good proxy for the year, is it, for STFT?

     MS. GIRIDHAR:  November 1 is an important date for EGD from a planning perspective, because we like to have all of our supply arrangements for the wintertime nailed down by November 1, and certainly it's also the date when a lot of our direct-purchase arrangements renew, which obviously has important implications for meeting supply and meeting demand in the wintertime.  So November 1 is a very important date for Enbridge.

     MR. VEGH:  Oh, I understand that.  From Enbridge's perspective, November 1 becomes your focus date for that year.

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  But the amount of STFT contracted for on November 1 bears no relationship to how it will actually contribute during the course of that year?

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  So November 1, again, is not a good proxy for the year?

     MS. GIRIDHAR:  I guess I don't understand what you mean by the statement "November 1 is not a good proxy for the year".

     MR. VEGH:  Maybe we'll return to that later, then.

     MS. GIRIDHAR:  Okay.

     MS. NOWINA:  Mr. Vegh, before you leave this document, or portion of your exhibit, can you just take us through -- I just want to ensure that I understand where you're getting the numbers from.

     The first three columns are actually lifted -- the numbers are lifted from the evidence itself?

     MR. VEGH:  Yes.

     MS. NOWINA:  And the last two columns are calculations that you or your client has made?

     MR. VEGH:  Yes, that's right.

     MS. NOWINA:  Correct?

     MR. VEGH:  So they're just percentages.

     MS. NOWINA:  Right.  Okay.  Thank you.  I just wanted to confirm that.

     MR. VEGH:  And in fact, the information, I think, for the first three columns are actually found in the documents immediately before and after the table.  So the first column, which looks at what was contracted for as of 

November 1, that's based on the documents at pages 33 to 37, which is a TCPL shipper list.

     And then the actual contributions of STFT are provided at pages 39 to 47 of the document book.  And that addresses, again, the actual contribution to -- that all the discretionary service is made and firm transportation service is made to meeting average and peak requirements from the period 2003 to 2000 and -- I'm sorry, 2001 to 2008.

     MS. NOWINA:  Thank you.

     MR. VEGH:  So Ms. Giridhar, we've talked a bit about the relationship between FT and STFT in the sense that the more FT is contracted for, the less capacity is available for STFT, and vice versa, the less FT is contracted for, then the more the capacity is available for STFT.


I'd like to just pursue that in a little more detail now to address how the delivery to the province, under FT and the discretionary services, has changed over the last ten to 15 years.


MS. GIRIDHAR:  Yes.


MR. VEGH:  And I think a good place to address that or a good place to start with that is TCPL interrogatory response to CME.  It's at page 39 -- it starts at page 39 of the book of documents, and it's an exhibit I just referred to.


And there's a table at the back going from pages 45 to 47 of that book, and again, it sets out the relative contribution of long-term firm and discretionary services to meeting Enbridge's -- or to meeting -- to serving Enbridge over the periods 1995 to 2008.


And I would like you to take a look at the -- there are two things I want to take from this.  First is to look at the relative contribution of firm and discretionary services and how this has changed over the period 1995 to 2008, 2009.


So if you look at average daily winter season deliveries at page 45, you see the contribution of long-term firm has changed quite dramatically, hasn't it, from 91.9 percent to 53.9 percent?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And that's for daily winter deliveries.


And you see for peak deliveries, again, the contribution has changed.  We don't have data going back to 1995, just for 2000, but even there, you see that the contribution to deliveries has changed from 69.7 to 46.2.  I'm addressing the CDA here now.  I don't think we have to go through every column.  I think the pattern is the same, really.


MS. GIRIDHAR:  Yes.


MR. VEGH:  And CDA, there's a lot more volume delivered to the CDA.


So what you see for both the winter and the peak deliveries is a decrease in contribution of long-term firm and an increase in contribution of discretionary services; would you agree with that?


MS. GIRIDHAR:  Yes.


MR. VEGH:  Now, the second thing I'd like to address from this table is that when you look at the -- not the percentage contribution, but the contribution in terms of gJs a day, and particularly when we look at the contribution to peak winter deliveries, which I think we've agreed is the key issue here -- and that's on page 46 -- you see that while the relative contribution from firm to discretionary has changed from 69.30 to 46.53, the actual number of gJs per day hasn't really changed that much, firm?


MS. GIRIDHAR:  The actual...


MR. VEGH:  The actual amount of gJs per day delivered under long-term firm hasn't changed that dramatically from 2000 to 2008.  It went from peak winter day delivery at the Enbridge CDA from 651,000 gJ a day to 659,000 gJ a day?


MS. GIRIDHAR:  Sorry, I'm getting lost in these numbers.  659,082?  Are you looking at peak day?


MR. VEGH:  Yes.  So if you go to page 46.


MS. GIRIDHAR:  Yes.


MR. VEGH:  At the top, the amount delivered on a daily basis under long-term firm, the first column --


MS. GIRIDHAR:  Yes.


MR. VEGH:  -- gJs a day --


MS. GIRIDHAR:  Mm-hmm.


MR. VEGH:  -- in 2001, about 651,000 gJs a day were delivered?


MS. GIRIDHAR:  Yes.


MR. VEGH:  While in 2008, about 659,000 gJs a day were delivered?


MS. GIRIDHAR:  Yes.  In between 2004, 2005, it went up to close to a Bcf.


MR. VEGH:  Yes.


MS. GIRIDHAR:  Or 950,000 gJs.


MR. VEGH:  Yes, that's right.  So there's been, like, yearly changes.  If we look at -- take the starting point, 2001, and an endpoint, 2008, the only two points I want to make is, one, that the total amount of long-term firm hasn't changed that much, but as a proportion of the total delivery, it's been reduced?


MS. GIRIDHAR:  Yes.  And over this period, we've added approximately 50,000 customers in each of those years.


MR. VEGH:  Right.


MS. GIRIDHAR:  So we've certainly grown the distribution system a fair bit since 2000, 2001.


I should also note that during this period, there have been some changes to the contracts EGD itself holds.  They've all been firm, but there have been some contracts that were long-term firm that have been replaced with short-haul firm transports.  


I also believe that in the last couple of years, we've had the power gens take on short-haul transport from Dawn.  I can remember close to 140,000 gJs by Gorway in one of those index of customers, and maybe another 100,000 for Portland power, for Portlands. 


So certainly I don't know if you can just look at those two numbers and draw a conclusion, but the franchise has changed.  It's grown.  Parts have changed, and of course we've had power generation customers come on, as well.


MR. VEGH:  Yes, I do want to address those points with you, and I want to address the different paths.  My only point here, again, is in understanding the contribution of -- is in trying to get an understanding of the contribution of discretionary services and the contribution of long-term firm services.


MS. GIRIDHAR:  Yes.


MR. SOMMERVILLE:  With respect to peak winter day deliveries, is that your main focus?


MR. VEGH:  That's my main focus, yes.


MR. SOMMERVILLE:  As I look at the numbers, it looks to me like the average is about 42.2 over the period that is reported here, which represents an increase, certainly, from the 30.3 at the starting point, but it's not as linear as I thought your proposition to the witness was indicating.


MR. VEGH:  Yeah.  No, I didn't mean to suggest it's linear.  I'm using a bit of a short form here, but there has been -- I think the more dramatic change in the contribution on a more -- I guess a more linear perspective, if you want to look at it that way, would be the average winter deliveries.  


And as you know, sir, I mean, we could -- people who are more skilled at this than I could really delve into these numbers and gain a lot of insight.  I'm just looking for a fairly superficial insight.


MR. SOMMERVILLE:  Okay, thanks.


MR. VEGH:  And the point I would like to pursue is the different contributions, but focussing really on the relationship between long-term firm and discretionary.  So if we look at the contribution to peak -- sorry.

[Reporter requests a break due to technical problems.]


MR. KAISER:  Can we just pause for a moment, please?  We're having a problem with the transcription.


MS. NOWINA:  Sorry, Mr. Vegh, to do this, but we'll take a five-minute or a ten-minute break until we determine what's happening with the transcription.


--- Recess taken at 2:03 p.m.

--- Upon resuming at 2:11 p.m.

     MS. NOWINA:  Please be seated.

Sorry about that, Mr. Vegh.  You can go ahead.

     MR. VEGH:  Thank you, Madam Chair.

     Panel, I want to discuss with you some further breakdown of this long-term firm, because I think you mentioned that there are a lot of different types of supply routes that can make up the long-term firm contribution of meeting Enbridge's franchise requirements.


MS. GIRIDHAR:  Could I actually take a minute to try something before we go on?


MR. VEGH:  Yes, thank you.

     MS. NOWINA:  Is your mic on, please?  Thank you.

     MS. GIRIDHAR:  Sorry, could I just clarify something from before the break?  Mr. Vegh, you took us to pages 33, 34 and 35, where we saw STFT to the franchise.

     MR. VEGH:  Yes.

     MS. GIRIDHAR:  Just wanted to clarify that.  I don't believe that those were Enbridge's contracts for STFT to the franchise, because it would be the aggregation of all the STFT arrangements to the franchise, so presumably arrangements made by direct shippers, et cetera.

     So if I left the impression that those could have been Enbridge contracts in the form of STFT, I don't believe that's right.

     So if your question to me was do we rely on STFT, and I said we wouldn't rely on it on design day -- or for design-day planning purposes, that still holds.  To the extent that you see STFT to the Enbridge CDA in those years, those were not Enbridge's contracts for STFT.  Those would have been direct-purchase participants picking up STFT.  They could have been a small component that was Enbridge.  I do not know if we actually did.  But all of those volumes certainly would not have been Enbridge volumes.

     MR. VEGH:  Perhaps -- and I'm not trying to put you on the spot here, but perhaps you may want to clarify for me, because I did notice in the first -- up to page 35, Enbridge was a contract holder for STFT, but subsequent to page 35, we see other -- so on page 36, when we look at 2006, we see other contract holders for STFT.  The Greater Toronto Airport Authority owns STFT, and, similarly, the next year, Integrys Energy Services is a holder of STFT.


So I didn't read this table to suggest that Enbridge is only holding on behalf of others, because others held STFT on their own behalf.  So is that something that perhaps you want to confirm, whether or not Enbridge was the STFT contract holder in those other years?


MS. GIRIDHAR:  I could certainly follow up.


MR. VEGH:  Thank you.


MR. SCHUCH:  Madam Chair, that would be an undertaking, I think, and we'll assign a number.


MS. NOWINA:  Yes, please.


MR. SCHUCH:  HDU1.2.

UNDERTAKING NO. HDU1.2:  CONFIRM WHETHER ENBRIDGE GAS DISTRIBUTION INC. IS APPROPRIATELY IDENTIFIED AS THE CONTRACT HOLDER FOR STFT TRANSPORTATION ARRANGEMENTS AT PAGES 33 TO 35 OF THE DOCUMENT BOOK.


MR. SCHUCH:  And, Madam Chair, while I have your attention, I've been asked if we can lower shades, because the witness panel is getting some heat.


[Laughter.]


MR. SCHUCH:  From the window.  From the sun. 


MS. NOWINA:  Yes, I understand that.

Mr. Schuch, if you know how to do it?


MR. SCHUCH:  I have the controls.


MS. NOWINA:  Go ahead.


MR. SOMMERVILLE:  Well, there are two ways of looking at it.


MS. NOWINA:  That was Undertaking HDU1.2, I believe.


Do we have a description for the undertaking, or is it sufficient on the record?


MR. VEGH:  I think the undertaking I requested was to confirm whether Enbridge Gas Distribution Inc. is appropriately identified as the contract holder for STFT transportation arrangements at pages 33 to 35 of the document book.


MS. NOWINA:  All right.  Thank you, Mr. Vegh.

[Shades are lowered.]


MS. NOWINA:  They do offer courses on all this, you know, and then we all say that we're too busy to take them.  Perhaps we should.


You can try again, Mr. Vegh.


MR. VEGH:  Thank you.  None of this will show up on the transcript, so it will all come across seamlessly.


MS. NOWINA:  Of course.


MR. VEGH:  I'd like to -- picking up where we left off, Ms. Giridhar, I'd like to pick up, then, on the unpacking, a bit, of the long-term contracts -- or, sorry, the gas delivered under long-term contracts that we've just gone through in looking at Exhibit L, Tab 18.  


And there's a breakdown between long-term contracts, and I think you mentioned this, that some long-term contracts are on the Union system -- or short-haul contracts, and some long-term contracts are on the main line system, long-haul contracts.


MS. GIRIDHAR:  It would all be on the TransCanada system.  To the extent that the short-haul contracts would have also flowed on Union, that's the extent to which it would include Union.


MR. VEGH:  Yes.  Well, okay.  So that's helpful.  So let's look at the breakdown, then, of the volumes delivered on long haul and short haul by TransCanada to the Enbridge system, okay?  And that's set out in an undertaking -- sorry, in an interrogatory, L-15, item 1.  It's at page 48A of the book of documents.


MS. GIRIDHAR:  Yes.


MR. VEGH:  And there is a table at the bottom setting out contract demand to Enbridge CDA, Victoria Square CDA, Gorway CDA, so this is all of the Enbridge delivery areas?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And the breakdown in this table addresses the total delivered -- or total contract demands, so these are all long-term -- sorry, yeah, these are all long-term firm contracts?


MS. GIRIDHAR:  Yes.


MR. VEGH:  Gas delivered on long-term firm contracts.  But some of this gas is delivered on long haul; some of the gas delivered on short haul?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And there's a definition of long haul and short haul on the next page of this interrogatory.  It says:

"Long haul refers to contracts with a receipt point of Empress in Saskatchewan, and short haul is a receipt point of St. Clair, Union, Dawn."


So, effectively, is it right to say -- I know it's too much of an oversimplification, but, for our purposes, can we say that the long haul is really on the main line and the short haul is on the Dawn system?


MS. GIRIDHAR:  That's fair.


MR. VEGH:  And so short haul are Dawn deliveries and -- 


MS. GIRIDHAR:  Well, Union-Parkway is a receipt point for short haul.  Enbridge's storage transportation contracts have Parkway as a receipt point.  So it would include storage transportation, and Enbridge also has a Parkway to CDA short-haul contract, so it's not a given that all of that would be Dawn deliveries.


MR. VEGH:  These contracts, the TCPL long-term firm contracts, have short haul as a receipt point St. Clair, Union-Dawn, Parkway to Kirkwall?


MS. GIRIDHAR:  That's right.


MR. VEGH:  So calling them deliveries from Dawn is too much of a simplification for our purposes?


MS. GIRIDHAR:  Well, I guess it's fair in that it was either purchased at Dawn or stored at Dawn, and it came on a combination of transportation contracts.


So I agree it's fair to say that the source of the gas was probably Dawn.


MR. VEGH:  And to make this distinction between these transportation routes a little more graphic, anyway, it might be helpful to go to TransCanada's prefiled evidence.  I am going to come back to this breakdown of delivery between long haul and short haul, but to just draw more of a picture, if we look at the map that was provided as Figure 1 in TransCanada's evidence -- their evidence is Exhibit L, Tab 21, page 3. 


So if we look at these transportation routes here, particularly into Enbridge CDA -- and I know we're simplifying it to focus on CDA, but I'm not sure that the differences will be that material, and if they are, you can let me know.


When I'm looking at the long-haul deliveries, we're looking at the deliveries along sort of the northern route here into the Enbridge CDA on the main line, on the TransCanada main line, into the Enbridge EDA from the TransCanada main line.


And when we're looking at the short-haul deliveries, we're really looking at the deliveries, say, from Dawn to the CDA, and stops in between?


MS. GIRIDHAR:  Yes.


MR. VEGH:  Okay.  And I'd like to then look at the relative contribution of what we've been calling the Dawn deliveries and the long-haul deliveries.  And, again, that's in page 48A of the exhibit book.  


And in this case, I think there is a more linear relationship -- or not linear or more -- not linear relationship, linear progress between the time period here, 1990 to 2009.

So in 1990, about 93 percent of the gas delivered by TCPL to the -- to Enbridge was through long haul.  Only 7 percent was short haul from Union, the Union system, while in 2009 there is almost a reversal of that, not quite, but only 18 percent of the gas was delivered by long haul and close to 82 percent was delivered by short haul?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And this has been a pretty consistent pattern throughout this period.  We've seen less and less reliance on long-haul and more and more reliance on the short-haul?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And so while the long-haul pipeline used to deliver over a million gJs a day in 1990 and 1995, it now delivers less than a quarter of that a day on firm contracts?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  Because this is only dealing with the firm --

     MS. GIRIDHAR:  That's right.

     MR. VEGH:  -- contracts.

     And in addition to these deliveries from TCPL, Enbridge has been also increasing the amount of gas delivered along this short-haul route.  Its own gas of Dawn deliveries go to Union, and then delivered through Union M12 to this Parkway in the CDA.

     MS. GIRIDHAR:  That is correct.  Enbridge turned back capacity to TransCanada and replaced it with Alliance/Vector supplies in 2000, and in 2003 took on an additional tranche of Vector capacity, and firmed them all up to the franchise by means of short-haul transport from Dawn to the tranches.

     MR. VEGH:  And is that about 300,000 gJ a day?


MS. GIRIDHAR:  I believe it's closer to 340,000 gJs.

     MR. VEGH:  And again, that's Vector, so that's delivered -- that gas used to be delivered long-haul.  Empress, it's now delivered -- or the final mile is delivered short-haul from Dawn.

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  So when we look again at this table, which has a proportionate contribution of long-haul and short-haul, in fact, this table may understate the relative reliance on short-haul, because it doesn't include that Vector-delivered gas.

     MS. GIRIDHAR:  No, it would be included here, because the Vector -- the last connecting piece of pipe for the Vector deliveries, which only bring them into Dawn, is the short-haul into the franchise on TransCanada, so that --

     MR. VEGH:  Oh, I see.


MS. GIRIDHAR:  -- would be a part of this.


MR. VEGH:  I see.  So we could look at this then as a pretty accurate statement as how much is delivered long-haul and how much is delivered short-haul.

     MS. GIRIDHAR:  Yes.  I should, however, note that in 2000 -- the growth that you see from 2005 to 2009 would reflect the approximately 240,000 gJs that I referred to as what the power plants in our franchise have used.  So that would be Vic Square and Gorway CDA.


MR. VEGH:  Okay.  Thank you.  And I think you mentioned that, but thanks.

    So again, the general trend, though, obviously, is you had a pipeline that used to -- the long-haul pipeline used to deliver over a million gJs a day, now delivers less than a quarter of that, and instead the reliance is on the -- there's been greater reliance on short-haul.

    And as you would expect, that change from reliance on long-haul to reliance on short-haul has an impact on the available capacity on a daily basis, or on a seasonal basis even, for those two different routes into the province -- routes to your franchise area.

     MS. GIRIDHAR:  It does.  And I should also mention that in -- one of the reasons why Enbridge did want to facilitate turnback in 2003 for the direct-purchase market is this recognition that there are multiple paths into the franchise area.


Enbridge itself had availed of some short-haul transport to bring gas into the franchise, and we thought that that was something that should, you know, be available to the direct-purchase community to avail of as well, which is to use both the long-haul as well as the short-haul routes to get gas on firm transport to the franchise.

     MR. VEGH:  And again, that has an impact on the available capacity for long-haul and short-haul gas to the franchise today.

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  And that is illustrated in Table 4 of the TransCanada prefiled evidence, where it demonstrates that there is currently about 1.5 million gJ a day uncontracted long-term firm capacity to the CDA on long-haul, while there is virtually no short-haul capacity available.

     MS. GIRIDHAR:  That's correct.  It's my understanding that the 1.5 million is not necessarily just to the Enbridge CDA.  It could be Enbridge CDA and other points on the TransCanada system.

     MR. VEGH:  Fair enough.  But we had a pipeline that used to deliver a million gJs a day.  It's now delivering 225,000 gJs a day.  There's a lot of excess capacity on that pipeline.

     MS. GIRIDHAR:  There's a lot of uncontracted-for capacity, yes.


MR. VEGH:  Well, uncontracted capacity, and when we say "uncontracted" we mean capacity that's not subject to FT contracts.

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  And the capacity that is not subject to FT contracts is available to be used for discretionary services?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And so when we talk about discretionary services, and in terms of IT, interruptible, short-term, and whether they'll be available to meet peak requirements, we're asking ourselves whether they would be available for those services, not on the short haul, where there is no capacity, but on the long haul, where there's a lot of capacity, right?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And so we have a lot of capacity on the long haul, and it doesn't look like there is any reasonable prospects, at least in the very near future, that this capacity will be dramatically reduced, is there?

     MS. GIRIDHAR:  I would agree with that statement.  Again, to reiterate, the company's perspective is that we need to ensure that gas is there to meet design-day demand.  Ultimately, design day does not occur every year, but our statistical analysis has shown that it could occur -- you know, it has a 20 percent probability of occurring every year.  And that is our concern.

     The question is:  Is that gas available on peak day, and is there assurance that that gas will be delivered on peak day?

     MR. VEGH:  And the concern about the delivery on a peak day is whether or not there will be sufficient -- whether discretionary services will be sufficient to meet that requirement on a peak day.

     MS. GIRIDHAR:  Yes, there are two aspects to it.  Of course, if it's STFT, then the question is:  Is there sufficient STFT?  If there is, there is assurance that that supply will be firm, or that would be transported on a firm basis to the franchise.

     If it's not STFT -- and again, we have no way of knowing which discretionary service is being used.  If it's IT or -- well, if it's IT, we know that it is the first capacity that will be restricted in its entirety, based on TransCanada's tariff, if there were any operational issues on their pipe or if it could not be scheduled.  We also know that diversions would be second to go in their entirety before firm transport will be affected.

     So it's not just what's available uncontracted-for.  It's also priority of service that is a concern.

     MR. VEGH:  Yes, and I think you've made those concerns clear, but the capacity that's relied upon to provide those services is the long-haul capacity, not the short-haul capacity.

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  And I do want to address your point in a little more detail on that, but I did want to just follow up on a question -- I'm not sure you answered, and maybe it wasn't fair to put it to you -- which is that, you know, on a -- as we look out into the foreseeable future, are we going to have more excess capacity or uncontracted -- more excess capacity on the TransCanada main line, not the Dawn deliveries, more than we have today, or less?

     And the -- what I'd like to point you to is material provided by TransCanada Pipelines on its own forecast of the availability of additional -- or, sorry, the future availability of capacity and whether it's going to be growing or shrinking.  And we've included that at page 49 of the materials.

     And I did send a copy of this to your counsel earlier this week.  And this is material filed by TransCanada in an application to the National Energy Board, which looked at whether it was appropriate for TransCanada to be taking some assets out of service, the keystone assets.  You're familiar with that application?

     MS. GIRIDHAR:  Not in detail, but at a high level.

     MS. NOWINA:  Mr. Vegh, can we just stop and make sure we understand what we've got.  So it was part of your Exhibit HD1.2, starting on page 49.  This is a document that was not previously in evidence; is that right?

     MR. VEGH:  That's right.


MS. NOWINA:  And can you tell me what pages it goes through in your document?  Page 49 to?

     MR. VEGH:  72.


MS. NOWINA:  All right.  Thank you.

MR. VEGH:  So in any event, this was an application by TransCanada Pipelines to the National Energy Board for approval to remove some facilities from service, and then the question in front of the National Energy Board was:  What impact would removing these facilities from service have on the service provided by TransCanada?


Was that your understanding generally of --


MS. GIRIDHAR:  Yes.


MR. VEGH:  Pardon?


MS. GIRIDHAR:  Yes, it is.


MR. VEGH:  And so in support of that application, TransCanada prepared this throughput study, which looked at the future throughput on the main line and the future demand on the main line, and that's described as pages 53 and 54.  


There's a description of the key inputs into the analysis carried out by TransCanada, and I won't read them to you.  I'll just really go to the conclusion.  That's where TransCanada talks about its ability to serve the Canadian market in Ontario and Quebec, in particular, and that starts at page 69 and goes over the page 71.  


I won't read the whole thing, but perhaps you could look at page 20 of the application and at page 70 of the document book.  And it talks about "strong demand".  It says:

"Strong demand growth is projected for the central Canadian market driven by Ontario's plan to replace coal-fired generation in the province with natural gas in 2009."


Best laid plans, perhaps.  It didn't happen by 2009.


So it recognizes the growth in natural gas-fired generation, which I think you referred to, as well, but then it states the conclusion that:

"Despite this strong demand growth, the central Canadian market is expected to enjoy a strong surplus of available pipeline capacity for the foreseeable future."


Do you see that statement?


MS. GIRIDHAR:  I see that statement.


MR. VEGH:  Do you have any reason to disagree with that conclusion?


MS. GIRIDHAR:  Well, certainly this is TransCanada's evidence, and they'd be better prepared to speak to its contents than I would.


I would just note that we did have a situation in January of 2009 where discretionary services were restricted by TransCanada.  We did have a situation that caused us concern.  And I would suggest, from a design-day planning perspective, we really need to look at the here and now and see do we have adequate reliability to meet the needs of our franchise on peak day.


And while I would not doubt the veracity of what's here, I would certainly tell you that our recent experience, in terms of capacity on peak day, was not one of excess capacity, again, keeping in mind that in January of 2009 we were actually at 34 degree days and not 39.5 degree days, which is our design conditions.  


So I just throw that out in response to this comment.


MR. VEGH:  Okay.  You got your full message in.  What this was really addressing was not the -- we've already addressed the current capacity available on the main line and how we had a pipeline that used to deliver a million gJs a day, now delivers -- sorry, now delivers 225,000 gJs a day.  At least that difference is available for discretionary supply.


And then we were then looking out at the future to see, is this capacity -- is this excess capacity - my term, fair enough - likely to shrink or is it likely to expand?  TransCanada's view is that their excess capacity is likely to expand.


MS. GIRIDHAR:  Again, Enbridge's concern here is that there may be excess capacity, but unless we have assurance that excess capacity is available to meet our peak day requirements -- we have no assurance that that gas would actually arrive in the franchise.


What I would be looking for from TransCanada is an assurance that there would be capacity on TransCanada such that no discretionary services are cut when the temperature hits minus 21 degrees Centigrade in the Enbridge franchise area.


Now, I have not received that assurance to date.


MR. VEGH:  Okay.  So we'll -- that's your test?


MS. GIRIDHAR:  Absolutely, because we need to make sure we have reliable supply to meet our design day criteria.


MR. VEGH:  Now, just -- and we'll come back to your test in a minute, but just to perhaps finish with the TransCanada evidence so we could move on, they restate the conclusion at page 71, where they put a number on it, which says:

"Despite strong expected growth in Ontario and Quebec, gas demand and ongoing exports to the US northeast, main line capacity --"


So "main line capacity":

"-- in excess of Ontario and Quebec demand and total deliveries to the US northeast is expected to increase from 2.1 Bcf a day in 2005 to 4.3 Bcf a day in 2015."


So, again, at least from the TransCanada perspective, excess capacity is going to grow, and, again, this is -- sorry, do you agree with that?


MS. GIRIDHAR:  I agree that that is the statement in here.


MR. VEGH:  Okay.  And you also agree that this is the capacity that we're talking about when we're talking about the capacity available to provide discretionary services?


MS. GIRIDHAR:  Including on peak day. 


MS. NOWINA:  I'm sorry, Mr. Vegh, but our transcription is gone again, so I'm suggesting we take our afternoon break now, return at 3 o'clock, and see if these problems can be resolved.


--- Recess taken at 2:40 p.m. 

--- Upon resuming at 3:04 p.m.

     MS. NOWINA:  Please be seated.

     MR. CASS:  Madam Chair, I'm sorry, I understand that the panel has one or more corrections to make to their evidence, so maybe I would just turn that over to the panel.

     MS. NOWINA:  All right.  To the evidence that you gave in response to Mr. Vegh, or...

     MR. CASS:  I don't know the details of it, but something that was covered during cross-examination.

     MS. NOWINA:  All right.

     MS. GIRIDHAR:  I believe it was raised by Mr. Warren.  Mr. Warren asked me, how much would STFT for the upcoming winter cost for three months from January to March.  200,000 gJs of STFT for three months would cost approximately 21 million.  I believe I said 11 million, so that was incorrect.

     MS. NOWINA:  Thank you.

     MS. GIRIDHAR:  And if that was allocated on the basis of distribution volumes to all customers, the impact on a residential customer would be approximately $6 for the whole year, and I believe I said $3, so the numbers need to be doubled.

     The other correction that I need to make is in terms of how long would it take us to implement a vertical-slice methodology, whereby we would give an allocation of all of our transport to allow direct-purchase customers to bring their mean daily volumes.


I think I mentioned it would take us approximately two years to get our processes in place, and then I might have mentioned that it may be possible for the next winter.  The answer is it would take us two years to implement.  And that's a more reasonable estimate.


Thank you.

     MS. NOWINA:  Right.  Thank you.


Mr. Vegh, you want to try again?

     MR. VEGH:  Yes, thank you.

MS. NOWINA:  Don't jinx the system, Mr. Vegh.  [Laughter.]

     MR. SOMMERVILLE:  We're holding you personally responsible, Mr. Vegh.

     MR. VEGH:  Story of my life.

     Panel, just to pick up where we left off, in terms of the available capacity on the long haul and the lack of capacity on the short haul, this may go without saying, but just to clarify that, your proposal is that direct-purchase customers be required to purchase long-term firm transportation capacity, and given the available capacity on the long haul or the short haul, that the customers would have to purchase that capacity on the long haul; is that right?

     MS. GIRIDHAR:  Yes.  Based on TransCanada's evidence, it appears that no short haul is currently available.  Enbridge's own requirements would not dictate what path the firm contracting should be on.  So Enbridge would accommodate long haul and short haul.


My understanding is that today the TransCanada would need to build facilities to accommodate more short haul, and that at this point long haul is what is available.

     MR. VEGH:  So the reality --

     MS. GIRIDHAR:  But that would certainly change going forward.

     MR. VEGH:  That could change going forward if capacity were increased on the --

     MS. GIRIDHAR:  Short-haul paths.

     MR. VEGH:  -- short haul.  But given today's realities -- your proposal is for November of 2009, so given today's realities, and for the foreseeable future, this capacity would have to be purchased long-haul.

     MS. GIRIDHAR:  I would agree that for 2010 that's probably the option that would be available under our proposal, again, keeping in mind that what we were looking at was the fact that all customers today pay for capacity that would be long haul on TransCanada's system to meet direct-purchase requirements.  And that's an amount of money that's actually collected from customers and returned to the direct-purchase community.

     MR. VEGH:  Now, before we broke, you indicated that when we looked at the excess capacity on the long haul and the ability of that excess capacity to provide discretionary services to meet peak demands, you said that you would require an assurance from TransCanada that there would always be enough capacity for these discretionary services to -- always be enough capacity to provide these discretionary services.

     Have you done any analysis of the availability of capacity to provide discretionary services to Ontario at times of peak?

     MS. GIRIDHAR:  Enbridge is not privy to TransCanada's operating data.  So Enbridge would be unable to determine, for example, in the last five years, based on its peak day, how much capacity was available.

     Again, as I mentioned, there's two issues at play here.  One is how much is uncontracted-for firm, but then the other issue is the category of service.  So to the extent that a discretionary service might be interruptible or diversions, those services are the first to be restricted in their entirety before firm capacity is affected.  I mean, that is a serious issue for us to consider.

     Again, anecdotally what I understand is even though capacity is available on TransCanada, what happens with reduced flows on the main line -- and I'm certainly not an engineer and cannot attest to this.  My understanding is that as flows decline, TransCanada is only required to maintain enough compression to meet its firm loads from a critical unit protection standpoint.

     So the potential for some of these discretionary loads not to arrive in the franchise would be greater as time goes by and there is more and more uncontracted capacity to the franchise.

     So given all of these factors, Enbridge is not able to come up with a probability number that says there's a, you know, for example, 50 percent probability that the gas will not show up.  But we believe there's enough qualitative issues that cause us concern, in terms of the availability of IT and discretionary services, and perhaps of an STFT going forward to meet our design-day conditions.

     MR. VEGH:  Well, your description of the information you've provided so far as anecdotal is, I think -- is, I think, accurate.  Have you done an analysis of the historical contribution of discretionary -- of supply provided by discretionary services to meet the franchise?

     MS. GIRIDHAR:  We looked at the last five years' worth of data.  That was requested of TransCanada, and they provided that to us.  Again, we are not privy to the actual arrangements by the direct-purchase community, so we have to rely on TransCanada to give us that information.

     MR. VEGH:  Sorry, when you say the last five years of data, do you mean the five years of data of contracts that customers have entered into as of November 1?

     MS. GIRIDHAR:  That is -- yes.  That has been --

     MR. VEGH:  But you haven't looked at the actual contribution of discretionary services to meet --

     MS. GIRIDHAR:  Peak day?

     MR. VEGH:  Well, to meet any requirements, peak day or average.

     MS. GIRIDHAR:  We have not done an analysis of what's required to meet peak day.  Again, the issues we are concerned with is reliability from the perspective of contracting for service that will be available on peak day.

     MR. VEGH:  Right.  And -- but reliability isn't a predictive exercise, it's a risk-based exercise to determine the impact on reliability?

     MS. GIRIDHAR:  I would disagree with that.  If you contract for firm capacity and pay demand charges and make that commitment to the pipe, it is reasonable to presume that that capacity will be available, because all transmission companies are required to maintain critical unit protection for firm volumes.  In other words, they would be required to ensure that they could deliver on their firm commitments, even if a critical compressor unit went down.

     So contracting for firm capacity does give you that assurance.  It's not a probability-based analysis.  On the other hand, utilizing less than firm services would require some kind of probability assessment, and that would be information that Enbridge would not be privy to with respect to TransCanada's system.

     MR. VEGH:  Well, couldn't you ask for that information?

     MS. GIRIDHAR:  We -- as I mentioned before, I mean, the question to TransCanada is:  Is there -- can you assure us that there's enough capacity on our peak day, which would be 39.5 degree days, to meet the entire needs of our franchise area?  And the answer is:  We cannot provide you that assurance, and that's what we went by --

     MR. VEGH:  And that's the end of the conversation and analysis that you had with TransCanada?

     MR. CASS:  Could Ms. Giridhar be allowed to finish her answers before the next question?  She was in the middle of 

a sentence on that particular occasion.

     MS. GIRIDHAR:  Thank you.

     Ultimately, Mr. Vegh, all we have to rely on is the tariff provisions and the terms and conditions that define the conditions of service for each of the arrangements that TransCanada offers.

     We know that firm service provides a greater measure of guarantee that the gas will arrive.  We also know that TransCanada in its tariff makes no guarantees about interruptible service and diversions.


For us to then apply a probability of those services being available or not would not be prudent utility practice, because at the end of the day we are required to ensure that we have reliable supplies to meet peak-day requirements.


And perhaps Mr. Overcast could let us know about whether US jurisdictions would undertake that kind of an analysis on their own.

     DR. OVERCAST:  Even with substantial experience on a pipeline, LDCs really don't know the kinds of things that may impact the reliability of that firm service, or particularly non-firm services, because non-firm services can be interrupted for any number of reasons, including equipment failures and that sort of thing, that there's really no easy way for the LDC to evaluate.

And that's why many LDCs require that gas for smaller customers be delivered on a firm service basis, and for larger customers, where they don't require firm service, they impose the requirement that if the gas doesn't come for a big customer, the big customer just doesn't get any gas; and that's their risk, and properly so.


MR. VEGH:  Thank you for that contribution, sir.  I'm not sure that's consistent with the evidence that we have so far, but I'm really more interested in the Enbridge panel than your expert observations on this point.


So perhaps we can go back to you, Ms. Giridhar.


We have in the record now approximately 10 years of experience -- or 10 years of data with respect to the experience of the contribution of discretionary services, which include firm services, so they're not all interruptible services.


In preparing your proposal, did you consider any of the historical data on the actual contribution of discretionary services?


MS. GIRIDHAR:  On peak day?


MR. VEGH:  Yes.


MS. GIRIDHAR:  Well, we do know that we have not had system outages in the last 10 years.  Did we request TransCanada for analysis on peak day?  As I did mention, we requested flows for November 1.  We did not request it for peak day.  But again, as I've explained, the issue for us is us presuming to understand what TransCanada's information means and drawing a conclusion from that that there is a reason -- you know, a high probability that discretionary services will always be available going into the future is not a prudent conclusion that we can reach.


I should also note that in terms of the information that TransCanada did provide in response to CME, the peak days that they show are not necessarily the peak days for Enbridge's franchise, because TransCanada's system extends across the continent -- well, across Canada, and where the systems may move in a way such that our peak days are actually different than what's shown here.


MR. VEGH:  So if you were to actually do a more sophisticated analysis of the contribution of discretionary services to meet peak-day requirements, that's something you would have to take into account?


MS. GIRIDHAR:  The potential that our peak days may not coincide is something that we may have to take into account.


Again, we are looking at a situation going forward.  I don't think we can necessarily make the conclusion that reviewing the last 10 years of use of discretionary services necessarily assures us of its availability on a peak day going forward, given the nature of these services, i.e., that they're non-firm, or they may be firm but not necessarily available based on how TransCanada offers them.


MR. VEGH:  Although that wouldn't be determinative, but presumably it would be one factor?


MS. GIRIDHAR:  We've already considered the fact that there have not been outages on our system in the last 10 years in terms of our analysis going forward.


MR. VEGH:  No, but what you haven't considered is, in any in-depth way, what contribution have they made and can they be expected to make in the future, given the existence of excess capacity on the TransCanada system?


MS. GIRIDHAR:  I think the information has also shown us that the use of STFT, which is the only discretionary service that we could in fact contemplate as having the same priority as firm service, well, the use of STFT has been all over the place in the last five years, so how could we reasonably make a conclusion, looking at that data, on whether it would be 30,000 gJs of STFT that will be utilized to meet peak day or 30,000 gJs of STFT?  We've seen both those numbers in there.  


So it is my opinion that you cannot really draw a reasonable conclusion, based on the information that we've since seen on the record, with respect to how discretionary services were used.


MR. VEGH:  So if we look, for example -- just to take your example of STFT, if we look at TransCanada's evidence on page 20, Exhibit L, Tab 21, page 20, and you see the contribution last year -- or, sorry, this year, early this year, 2009, firm services and discretionary services to meet your -- to meet the peak-day requirements, you see that long-term firm services accounted for 46 percent, total discretionary is 53 percent, and of that, close to 40 percent was actually firm discretionary short-term firm transportation.

    So are you saying that for your -- in determining the contribution of these services on a going-forward basis, you should basically discount the contribution of discretionary services, including short-term firm services, to zero, and only register the 46 percent of the services that are backed up by firm contracts?  Everything else has a zero probability of being available, according to your analysis?


MS. GIRIDHAR:  I guess I can make a couple of points here.  First of all, again, to reiterate, for design-day purposes, Enbridge has no way of knowing exactly what services are being used if they are not firm.


We are not privy to information on the duration of STFT that might be utilized by a marketer or, in fact, you know, if it's a diversion where the primary contract is held to and to what extent IT will be used.  And that is our concern.


If we are charged with the responsibility of ensuring that there's reliable supply to meet peak day demand, we are unable to do so on the basis of the discretionary services that are being used.


So is the probability zero, or is it 10, 20?  I think I've already mentioned that we do not believe we can assign a probability to that number.  We have the ability to look at what our own obligations are from a peak-day planning perspective, and we know that ultimately we are the only ones that would be able to ensure system reliability on our distribution system.


When I look at the use of discretionary services, I am not comfortable forming any conclusions in terms of whether they will or will not be used on peak day.


Certainly, if we had a requirement that direct-purchase customers demonstrate firm transport on November 1 and they can demonstrate that their transport is in fact available from November 1 to March 31st, that would be an improvement on what we have today.  That is something that we could consider as a short-term solution.  


Again, in the longer term, we have concerns about the fact that STFT is not renewable, and I believe TransCanada has pointed out in its evidence that to the extent that power generation ends up taking some capacity on the main line -- and there's approximately 0.7 Bcf, I understand, of power generation loads slated to come on -- to the extent they then take pipes out of service because they're not being utilized, or that they simply cease using their compressors because they don't have the load to justify the use of those compressors, all of those would be events that would make the use of STFT suspect in the long term.  


It is something that could be used in the short term, but again, we would need an assurance that it is available and being used for the winter period and our peak day could occur any day, from a design perspective, during the winter.


MR. VEGH:  Well, sorry, I'm not trying to negotiate here, but your proposal is that customers have to purchase long-term firm, and the things you mentioned -- gas-fired generators coming into service that may have a future impact on available excess capacity; TransCanada take materials out of service -- these things don't happen overnight, do they?  


A gas-fired generator takes a few years to build.  There's notice about it.  If customers believe that that's going to constrain capacity, they could contract for that if it's economic for them to do that, if it makes sense.  Facilities coming out of service, that doesn't happen overnight.  There's notice given about that.  


So it's not like we'll be surprised one day to find out that this 1.5 million gJs of excess capacity on the main line is going to disappear overnight, is it?


MS. GIRIDHAR:  I'm not suggesting it would disappear overnight.  I was just laying out the options that we considered and discarded, and why we landed on the requirement to hold FT.


I am also stating here that when we went through our thought process -- and you will see that, I believe, in one of the attachments that you requested or Shell requested, Response No. 5.  It was an internal memo where we talked about options.  We did consider STFT at the time.  


I guess I'm just explaining to you that there could be a short-term solution, there could be a longer-term solution, and we felt that the solution we need to put before the Board is a longer-term solution around the use of FT.


So, sorry, the reference to the consideration of STFT in our evidence would be in response to Shell number 5, which would be Exhibit I, Tab 12, schedule 5, and it would be attachment number 2.

     MR. VEGH:  So this bullet point is the extent of the analysis that you've prepared or presented for this case?

     MS. GIRIDHAR:  It's not the extent of the analysis.  It's a reflection of items that were considered in one -- you know, in the course of the discussions we had internally before arriving at the proposal.

     MR. VEGH:  But you've prepared no written or quantitative analysis of that option?

     MS. GIRIDHAR:  Of the use of STFT?

     MR. VEGH:  Yes.

     MS. GIRIDHAR:  I think I've already indicated the thinking that went behind STFT, that it is something that could work in the short-term.  Is that a proposal that would work as well as FT?  Well, it's not renewable, so it's a different type of service, again, keeping in mind that our view is that our end-use customers are paying for firm transport today, currently.  That's long haul and TransCanada's system.  Our view was that, well, it's being paid for in rates today, and again, it provides the best assurance of availability and priority of service, and that's something that should not be compromised for the small-volume customers in the franchise.

     MR. VEGH:  Okay.  So you haven't carried out a risk analysis, and we'll just address with the Board whether you should have.

     And since we don't have -- while we don't have a risk analysis on this, I mean, what we do have, I suppose, is your design-day gas-supply planning design criteria study that you have prepared, or at least was prepared a long time ago.

     And you referred to this in the Technical Conference, and in several undertakings.  I don't think I have to take you through all of them.  You say that you designed a plan study in 1995, or that was approved by the Board in 1995, in the 490 decision, and you continue to use that design plan today.

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And we've included in the materials at page 117 the gas design study that you referred to, and this was, as you indicated, provided to the Board in support of your 1995 rates case, so about 15 years ago.  And you continue to use that.


And so I'd like to go through this study a little bit, and the evidence that you provided in that case.  And I think the study is helpful, because it does provide some information for a non-expert like myself on what your -- the basic inputs into considering your design study, or into considering your system requirements.

     And perhaps you could start at page 121 of the book of materials that I provided, which is page 4 of the design study itself, and page 6 of the exhibit for the design study.

     You have -- there's an introduction on what design studies do.  And the -- I'd like to take you to the second paragraph, where it says:

"Gas supply planners are constantly faced with the challenge of balancing their design to minimize both system costs and the probability of experiencing supply shortfalls."

     So you're dealing with probabilities here, not absolute certainty; is that fair?

     MS. GIRIDHAR:  At different levels of temperature, yes.

     MR. VEGH:  Oh, in your design plan generally you're looking at probabilities, not absolute certainty.

     MS. GIRIDHAR:  That's correct.

     MR. VEGH:  And the next two sentences talk about what could drive shortfalls and what goes into an optimal supply portfolio.

     And the next paragraph is interesting.  It talks about -- it says:

"The design criteria used by utilities can be subcategorized into demand criteria and supply criteria."


And it says:

"Demand criteria from a gas-supply planning perspective, primarily weather-related criteria."


So that's what you just mentioned.  That's really the demand side --

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  -- weather-driven demand, right?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And supply criteria, it says, can take into account diversity of supply, reliability of supply, nature of contracts.

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And that would include transportation contracts, presumably?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  Short-term, long-term, spot supply mix, storage inventory requirements, curtailment, et cetera.

     So supply criteria would take into account pipeline contracts?

     MS. GIRIDHAR:  Correct.

     MR. VEGH:  Would it take into account pipeline availability?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  Now, the design study itself, as I've gone through this document, doesn't refer to -- it doesn't really go behind the delivery obligations of Enbridge in this case, so it just assumes that there are firm delivery obligations and that the arrangements are in place to meet those firm obligations.  There's no express review of what is the transportation portfolio behind those obligations.

     MS. GIRIDHAR:  I would agree -- I read this again quickly yesterday.  Subject to check, I would agree with that comment.

     MR. VEGH:  Thank you.


So that's more a matter of applying the criteria in this than designing the criteria.

     MS. GIRIDHAR:  Sorry, could you repeat that?

     MR. VEGH:  The availability of -- sorry, not the availability.  The contribution of the -- the actual contracts behind the delivery obligations, that's more a matter of applying this criteria than designing this criteria?

     MS. GIRIDHAR:  That is correct.  The design of the criteria is in terms of designing the weather that we should plan for, the demand conditions that we plan for.  They're really two sides of the same coin.  The ultimate objective of the design criteria is to ensure that we have system reliability, and the implementation of the design criteria is to ensure that we actually enter into contracting arrangements that give us that supply reliability.

     MR. VEGH:  Yes.  And then determining what contract portfolio provides that is a matter of judgment, more than the design criteria.

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  And so when we look at -- the design criteria discussion here does discuss how design criteria may be affected by changes in the gas industry, events that have not been seen historically, and I think the text provides some examples of that.  And industry changes can have an impact on supply criteria as well, not just demand criteria, but supply criteria as well?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And it's also important for changes in supply and demand to be taken into account when both designing and implementing the design criteria?

     MS. GIRIDHAR:  The design criteria, in terms of the demand design criteria, are primarily affected by weather.  

Certainly the decision in terms of how you ensure you have a reliable supply mix to meet that demand criteria is something that you would constantly revisit every year, based on the market conditions that you see.

     MR. VEGH:  Thank you.


And this design plan deals with both demand criteria and supply criteria, but you're saying your supply decisions are taking place every year in accordance with your judgment and implementation of meeting the requirements of a design plan?

     MS. GIRIDHAR:  That is correct.

     MR. VEGH:  Now, as you mentioned, this current design criteria as set out in this document was approved by the Board in EBRO-0490, and this was actually a criteria -- sorry, this criteria contained changes to what the previous criteria was, and those changes were approved by the Board.

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And Enbridge provided some evidence in support of the changes to its design criteria, and you refer to these changes in your evidence.  And we've reprinted the evidence that you referred to starting at page 156, which is the written direct evidence of Janet Holder, Juri Otsason and Steve Pogorski and Joel Sheinfeld.  In that case it was Exhibit D1 to 4.  So I'd like to look at that evidence in the context of our discussion.

     Could you turn, please, to page 163 of the material?  There's a question given to the panel, question 14.  It asks why the company is proposing periodic reviews of its design criteria, because I think the proposal was this is the design criteria for 1995, but we'll have periodic reviews.  So it wasn't meant to be etched in stone, given changing dynamic that we discussed.


And the response that's given is that the company is proposing periodic reviews of the design criteria to take advantage of new modelling technology as it becomes available and to accommodate changes in supply sources and market demand brought about by the dynamic nature of the industry.


And it says:

"... and to address issues related to supply flexibility that were not addressed in the design criteria."


So the evidence here talks about supply flexibility issues that are even outside of the design criteria evidence that we have looked at, this formal document, right?


MS. GIRIDHAR:  Yes.  As I understand it upon reading this material, going back, again, the design criteria established so that the company comes up with a supply mix such that you will be able to plan for and meet the demand that's reasonable -- that it is reasonable to plan for.


The primary driver of this report, I believe, was the fact that we did encounter degree days in excess of 40 degree days in the preceding winter, and it happened to be on a weekend and demand was met.  There was some concern that had this happened on a weekday, that might not have been met.


So I would agree that in -- you know, if you have supply reliability concerns, then it is certainly possible that you would think -- you might need to revisit -- you could do one of two things.  You could revisit your design criteria so you're actually planning for a higher level of demand, or you could revisit your supply mix and look for an insurance, if you will, which would provide you a reserve margin over and above what you've got in your supply mix.


Enbridge historically has not had a reserve margin.  I know there are utilities that would make sure that they have up to 10 to 15 percent more than what's required to meet design day, on the probability that some of the supply may not be reliable.  


Since Enbridge does not use a reserve margin concept, the only avenue open to it was to actually go back and revisit the demand criteria and say:  Should we be planning for something different than what we've planned for to date?


MR. VEGH:  Thank you.  So the concern specifically addressed by this evidence is that there have been changes in supply flexibility?


MS. GIRIDHAR:  That's correct.


MR. VEGH:  And, in fact, there's been less supply flexibility than in the past.


And so the question, question 15, asks the company to explain their concerns with respect to supply flexibility and what was driving this change in the design plan, and you provided helpful context for that.


And the company's evidence is that it's concerned that as upstream pipelines offer higher load factors in trying to maximize throughput, they may not be able to offer the same flexibility in the past.  It says:

"The company has to date been able to access overrun services on Union and TransCanada, but such flexibility may not be available in the future."


And maybe if I could just interrupt there, you will recall the earlier interrogatory from TransCanada where we looked at what was the capacity issue on long-haul transportation throughout this period, 1990 to 2009, and, just for the record, that's at -- in the exhibit book at page 48A.  


But if you look at that, please -- keep page 163, because I will go back to it -- you'll see at the time this was developed in 1995, TransCanada was actually operating at around 90 to 95 percent long-haul capacity; right?


MS. GIRIDHAR:  I presume that may be the case.


MR. VEGH:  Okay, subject to check, it was 90 to 95 percent, and their concern expressed here in the evidence is that, you know, as a consequence, there's not a lot of flexibility left in that pipeline.  Right?


MS. GIRIDHAR:  Yes, that's --


MR. VEGH:  And, in fact, Enbridge was paying authorized overrun charges because that -- when you put on more gas than there is capacity, there's an additional charge for that?


MS. GIRIDHAR:  That's right.


MR. VEGH:  An authorized overrun is an interruptible service?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And so they were -- the concern driving this change was tight capacity on TransCanada Pipeline?


MS. GIRIDHAR:  I would say that there is a similarity with the proposal now, in that the concern was reliability of supply under demand conditions.  In that instance, it was:  Are design criteria are high enough so that we can reasonably expect to meet demand, again, keeping in mind at the time our winter -- our design day criteria were 55 percent probability, so a degree day that you would expect to reach every four years, which is, obviously, a little less conservative than what we have today, which is one in five years.


But the underpinning assumption there, again, was we need to have supply reliability to meet reasonably adverse demand conditions, and if the pipeline is tight, then we would not have that assurance.


But you could have supply reliability issues for other reasons, such as a different form of contracting, and that's the issue we have here.


MR. VEGH:  I understand that.  But the concern expressed here is that you're operating at a time of tight pipelines, a time of pipeline constraints, and therefore, you have to take that into account?


MS. GIRIDHAR:  Yes.


MR. VEGH:  Now, presumably that's a two-way street, though.  If you're operating at a time of pipeline excess capacity, you should be taking that into account, too, no?


MS. GIRIDHAR:  Except that we have no assurance that on peak day, which is what we're planning for, that TransCanada's system has excess capacity today.


MR. VEGH:  And the statement at Q and answer -- question 16 and answer 16 talks about prudent -- or it talks about the impact of reduced flexibility on the upstream pipeline, which was the context in which it was developed.  The second-last sentence says:

"The company requires operation of the system with little margin for error.  So should the upstream flexibility be reduced, the company would need to revisit its design criteria and adjust it accordingly."


So the adjustments of this really are driven, in this instance, by the operational flexibility of the pipeline?


MS. GIRIDHAR:  Yes.  It was certainly a factor, in addition to the need to revisit the demand criteria based on weather experienced the preceding year.


MR. VEGH:  So it's necessary to adjust your approach to design criteria, I would say both developing and implementing, as the situations evolve?


MS. GIRIDHAR:  Correct, in the context of ensuring supply reliability.


MR. VEGH:  Thank you.


Now, I couldn't get a hold of the transcripts in that case to provide further information on the concerns about pipeline constraints and how that impacted the criteria being put forward, but I was able to get a copy of the Board Staff's argument, which has quotations from the evidence.  And that does provide also some further information and a context.


And the Board Staff's submissions start at page 165 of the materials, and I would like to just take you to a few quotations from the evidence of the Enbridge panel.


First, starting at page 46 of the transcript, page 167 of the book, there's a quotation from the panel, and the statement, again, is about the tight capacity of the upstream pipelines, and it says:

"The pipelines are operating in a different mode now than they were, say, 10 or 15 years ago.  TransCanada's system is extremely tight in terms of how they operate.  They operate at close to 100 percent load factor.  The Union system is operating tighter.  They're trying to make use of their system."


So, again, the concern being expressed by the company is a potential shortage of TransCanada pipeline capacity?


MS. GIRIDHAR:  Yes.  And, again, the context there was that all of the supplies to meet peak-day requirements were firm at the time.  So we had firm contracted capacity on pipelines.  We had firm storage.  We had firm peaking supplies.


And the context was that to go out and seek anything beyond those firm commitments could have been an issue, given the tightness of the pipe at the time.


MR. VEGH:  Sure.  There was no excess capacity then?


MS. GIRIDHAR:  That's right.


MR. VEGH:  And if you go to page 169, which is page 48 of the submissions, 169 of the book, I think this is a quote from Ms. Holder, or it could be Ms. Otsason.


The quote is:

"Our concern –-"

It's an extended quotation near the bottom of the

page, the second-last -- well, there's a two-paragraph extended quotation.  It says:

"Our concern in the future is we don't know what availability might be.  We don't know where the secondary market is going, and we definitely do believe that availability of authorized overrun is going to be diminishing." 


So the going-forward vision was that the pipeline capacity is tight, there is no excess capacity, and there's no prospect, really, of excess capacity?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And then in the second paragraph the witness says -- makes a frank acknowledgment that:

"The key -- it's -- I think the key is it's a judgment that has to be made, in terms of where is the optimum balance, and in making that judgment we come back to what we were talking about before, our comfort level, that we in fact can acquire those supplies and to some extent what the costs are, but the cost side, as I indicated before, is difficult to predict.  It could be quite severe if you end up taking an unauthorized overrun."

     And I'm probably belabouring the point about the excess capacity, but that statement also reflects a growing concern about shortage of pipeline capacity.

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  Now, obviously we've gone a long way from there.  I would like to take you to the Staff's submissions on these points about upstream pipeline capacity being tighter.  And again, on page 169, in the third full paragraph, the Staff makes the observation that:

"The company's evidence is incomplete because there was no cost-benefit analysis of the proposed increase and recurrence level -–"

Sorry:

"-- no cost-benefit analysis was undertaken."

     And that's much like today's environment, where in your application, there's not much of a cost-benefit analysis.  And on that basis at least, the Staff recommended that the proposal be rejected and talked about the, you know, uncertainty and the judgment, and the submissions on this point ended at the end of -- at the top of page 170.  And it said that Staff suggested or submitted that your proposal be rejected.  And it said in the last sentence:

"It would be better for the company to wait and assess future availability and cost to peaking service and to do additional work on possible alternatives to an increase in the recurrence interval."

     And I state that position by Staff not because it was endorsed by the Board -- in fact, it wasn't endorsed by the Board -- but I think the Staff, which was the only party that took a position on this issue, really did emphasize the lack of evidence and support in the uncertainty of this proposal, recognizing that it was really driven by the judgment of the company at the time in the face of tightening pipeline capacity.

     MS. GIRIDHAR:  If I might just make a couple of comments.  Again, I was not around at the time, so this is just based on my read of the material.

     The suggestion that the company would have just gone out and gotten more peaking services rather than do additional work on the design-day criteria to me is not the right way to look at it, because ultimately we can only go out and procure enough supplies to meet what are our design criteria.

     Typically, the utility, because we do not have a policy of having a reserve margin, we could not have gone out and procured even more peaking supplies than what our peak-day criteria required.  So the solution in this case was to revisit our peak-day criteria.

     I would actually also take some issue with the suggestion that we have not provided any cost-benefit analysis of this case.  We've certainly pointed out that the cost of firm transport is being recovered from all customers today, all firm customers.


We have pointed out the cost of a system outage.  If it was, for example, 100,000 customers that lost gas, that it would be a minimum of 10- to $12 million to make two visits to their site, and, you know, since then, we believe that that is actually an underestimate, because it assumes that you could have enough fitters to go out at a cost of $50 to each household and make two trips within two weeks without overtime, and assuming that you do actually have that many fitters to go out to 100,000 homes, so, you know -- so certainly some estimate of the cost of system outage was provided.


And ultimately, the fact that we planned to a probability of occurrence of 20 percent, or one in five years, combined with the fact that we now see an increased correlation between individual instances of failure to deliver because of the same type of contracting arrangement that's being used, which is non-firm services, I do believe we did put out a cost-benefit analysis, if not in the form of an assessment of the probability of TransCanada's system going under -- again, we have no way of assessing what that probability is.

We did take all the steps we reasonably could to determine the benefits associated with our proposal.

     MR. VEGH:  I'd like to go to the Board's -- the Board's conclusion on your proposal.

     MS. GIRIDHAR:  Sorry, I just wanted to add that in our cost analysis we referred to but did not quantify the potential cost of a system outage that may be directly borne by customers when they're without heat for a period of one or two weeks.

Sorry, so if you could repeat your question?

     MR. VEGH:  Sure.  Because we've talked before about the cost, the level of analysis that you carried out, and I thought we would just move on from that and not kind of re-cover that ground.  So I do appreciate you making those statements.

     You appreciate by the fact that I'm asking you a different question now means I'm not going to just re-cover that ground again.  I'm just going to move on.

     MS. GIRIDHAR:  Sure.

     MR. VEGH:  You've made your point, and we'll argue about how much of a cost-benefit analysis that you did prepare.

     So when you go to the Board's conclusion, the Board did approve Enbridge's proposal, or Consumers, I think it was at the time.  And at paragraph 3.10.11 -- well, perhaps we could start at 3.10.10 -- the Board did recognize that you did not provide a full investigation of alternative supplies.

     But then in 3.10.11, the Board says it views your company's proposal:

"... to be a reasonable attempt to recognize a changing environment and diminishing flexibility."

So isn't it fair to say -- would you say it's fair, as I read that decision, or that paragraph, to say that the Board isn't really getting into the numbers so much, but is saying that given diminishing flexibility, the company had to exercise some judgment about this?

     MS. GIRIDHAR:  Yes.  And I'll also point out the sentence prior to that, where the Board says:

"The Board recognizes, as did the company, that such investigations are difficult, due to the uncertainties in a dynamic marketplace."

     So it did acknowledge the difficulties of doing the kind of analysis that was supposedly remiss on the part of the company.

     MR. VEGH:  And it considered your proposal a reasonable response to an environment of tightening pipeline capacity.

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  The Board went on in paragraph 3.10.13 to say that -- in the final sentence:

"The Board expects the company will, as it committed, monitor and review its new criteria, and that there will be close scrutiny in the initial years of implementation."

     The next paragraph says:

"The Board further expects, as experience is gained and market patterns and practices become more predictable, the company will include more in-depth reassessments of supply and transportation alternatives."

     Now, you're using the same criteria you did today as you used in 1995 and was approved by the Board?

     MS. GIRIDHAR:  Yes, the demand criteria have remained 39.5 degree days.

     MR. VEGH:  And I don't want to suggest that the study is flawed or even really has to be considered, but I would like to address the exercise of judgment that you're applying when implementing this design criteria.

     And you would agree that, in implementing the design criteria to address supply situations, that implementation should recognize the same sort of judgment that was discussed in 1995, presented to the Board, recognized by the Board, that in times of diminishing capacity you have to exercise your judgment and operate accordingly?

     MS. GIRIDHAR:  I think the critical difference is that at that time, the judgment that needed to be exercised was the potential availability of supply above and beyond what was planned for on the basis of the demand-day criteria and therefore, should the demand criteria be revisited.

     The exercise of judgment today is in terms of the reliability of supply to meet demand criteria.  So fundamentally, we were looking then at whether the threshold needed to be increased because the possibility of getting supply beyond design-day criteria was limited.

     What we're looking at today is the reliability in terms of meeting demand-day criteria.  And certainly I would acknowledge that judgment needs to be exercised in all aspects.  The company has retained peaking supplies, for example, in its mix, and it's just, from an ongoing perspective, we need to assess all components of our supply and make sure that they're reliable.

     MR. VEGH:  And so -- that's fair enough, and you exercise your judgment in the context that you're operating in, and you would have different outcomes at a time of pipeline constraint than you would in times of pipeline excess, no?


MS. GIRIDHAR:  Again, I would agree that there are different constraints.  The issue we need to keep reminding ourselves here, Mr. Vegh, is that -- there's two issues.  One is the availability of excess pipeline capacity on most days, and then the other one is the priority of service that has been contracted for, for small-volume customers that essentially must have 100 percent assurance of receiving their gas on the coldest day of the year.


MR. VEGH:  And so in exercising your judgment about that issue, you have to have some assumptions about the availability of firm supply from all the different sources available to the franchise?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And so let's leave aside for one minute your capacity as kind of a system operator.  Just let me ask you, as a person who's, you know, well known or well experienced in this sector and has a very considered opinion on a lot of these issues, if I were to say to you that I was going to rely upon discretionary services to get my gas from Dawn to the CDA on a peak day, would you consider that to be an unreasonable expectation on my part?


MS. GIRIDHAR:  Yes.


MR. VEGH:  Now, if I said to you that I was going to rely on discretionary services to get my gas from the main line to the CDA, would you say that the likelihood of having these services available is greater or less than the likelihood of having these services available -- or having these services deliver that gas from Dawn?


MS. GIRIDHAR:  It's probably more assured than Dawn to the CDA, because there is no capacity from Dawn to CDA, but, again, the issue is:  What is the probability that if the supply does not show up, that I could actually take you off the system?


If the answer is I cannot do that and I will be jeopardizing system reliability, I would suggest that either of those two courses does not make sense, particularly in light of the fact that our end-use customers are, in fact, paying for firm transport already.


MR. VEGH:  So the probability is different?


MS. GIRIDHAR:  Yes.


MR. VEGH:  But they're treated the same for implementing the design plan?


MS. GIRIDHAR:  Because supply reliability is the key issue, and we've already determined that the probability of an outage has such severe consequences that the cost of ensuring that we have firm commitments or firm rights on the transportation pipe to bring gas into the franchise is a worthwhile cost to take for the purpose of customers who cannot be switched off on peak day.


MR. VEGH:  Isn't what we're seeing here -- when we say your real-world judgment is that the probability is not the same, but for implementing your plan, you say the probability is treated as the same, isn't what we have here less an issue of a supply certainty issue than a dissonance between the real world and the planning world? 


MS. GIRIDHAR:  I wouldn't agree with that, Mr. Vegh.  So if the probability of one instance is 99 percent and the probability of the other course of action is 50 percent, does that mean that you disregard the 50 percent probability?  I would suggest no, because the cost consequences of a system outage for the groups of customers that we are talking about are so catastrophic that, while there may be a difference in probabilities, it's not sufficient to warrant a completely different course of action.


MR. VEGH:  So you wouldn't disregard that probability, but normally you would take that into account, wouldn't you?  A 50 percent probability is different than a 100 percent and different than a zero percent?


MS. GIRIDHAR:  Yes, it is.


MR. VEGH:  And in the real world, those probabilities could have some meaning, but it seems to me that what you're saying is that in the planning world, only long-term firm are the contracts can be relied upon to meet peak demand, but in the real world, long-term firm contracts have been meeting about 40 to 60 percent of peak supply for almost ten years now?  


MS. GIRIDHAR:  Sorry, could you take me back to the...


MR. VEGH:  So if you go back to -- if you go back to peak winter deliveries to Enbridge CDA, which is in the book at page 46.


MS. GIRIDHAR:  Page 46?


MR. VEGH:  Page 46 of the book.


MS. GIRIDHAR:  Yes.  Sorry, could you repeat your question?


MR. VEGH:  Right.  So my observation was that long-term firm contracts have been -- so for the last 10 years or so, long-term firm contracts have been meeting about 40 to 60 percent of firm supply?


MS. GIRIDHAR:  Yes.  They were closer to 70 percent in 2000, 2001, and they have -- and today they're at 46 percent.


MR. VEGH:  But in your -- in the planning world, to use that construct that I've been addressing, these were the only sources of contracts that could be relied upon to meet peak supply?


MS. GIRIDHAR:  Well, we did allow for -- let's keep in mind that there have been transportation service customers in the franchise for a long time, and you pointed to the decision there whereby the company did not dictate to the large transportation customers who, at that time, would have had their own transportation arrangements.  It's possible that they were using discretionary supplies.


But, again, contractually, there was an understanding that if they did not bring their gas in, they would not receive service from the company, again, keeping in mind that peaking supplies, which are about 7 percent of our peak day supplies, typically would use a diversion on a firm contract to some other point on the system.  That has always been a factor in our peak day planning.


So certainly we do see a degradation in the amount of firm transport to the franchise, and it does correlate in some ways, because in terms of our design day, what we showed on map number 3 was that 11 percent of design-day demand is now direct purchase non-firm supply.


MR. VEGH:  I'll get back to that in a moment.


The other area of dissonance that I'd put to you and have you comment on is the difference between the planning world -- that is, how you view the system from a planning perspective -- and the facts on the ground, what's really happening out there for gas delivery, goes back to this issue around contracts -- short-term firm contracts entered into as of November 1.  


I think you said for planning purposes, you can only look at what's entered into as of November 1 for short-term firm contracts, and you consider their contribution to meeting system requirements?


MS. GIRIDHAR:  From a planning perspective, you must have a date-certain plan for your upcoming winter, and November 1 is the date by which we ensure that we have all our arrangements in place for the winter.


I query why you would consider that there is any dissonance in having that criteria.


MR. VEGH:  Well, perhaps we can go back to the table at page 38 of the book of materials, which we discussed before, and that table demonstrates how much of the gas contracted for as of November 1 -- or not how much of the gas.

    That table demonstrates how much gas is contracted for as of November 1, and then how that -- the gas delivered under STFT is actually used to contribute to peak requirements.  And, as we looked at that table, we see there is no relationship at all between how much gas is contracted for on November 1 and how it actually contributes to meeting peak requirements.


MS. GIRIDHAR:  And it does not appear that there is much of a relationship between the different years, either, in terms of how much STFT contributed on peak day.  So again, as a system planner, it would cause me a great deal of concern not knowing whether on peak day we would receive 30,000 gJs of STFT or 600,000 gJs of STFT.


MR. VEGH:  You know, as a system planner, that your customers have a firm delivery obligation, right?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  And this just addresses how they go about making that obligation?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  And under the current rules, under the current policy that the Board has approved, you don't have to go try figure out how people like BP and Shell carry out their commercially sophisticated arrangements to bring about gas -- to meet their gas delivery obligations, do you?  


You only need to know that if you get into the business of starting to review their upstream transportation contracts, then you put yourself in the position of having to have sophisticated systems and expertise and staff to be able to really figure out what these suppliers are doing. 


And you either do that and have that sophisticated understanding, or you say:  Forget about it, no one can enter into anything other than long-term firm.  Right?  Those are the only two options that become available?


MR. CASS:  Madam Chairman, that sounds a lot more like an argument than a question to me.  Perhaps Mr. Vegh could put some question to the witness.


MS. NOWINA:  Was that a question, Mr. Vegh?

MR. VEGH:  The question would be:  As by way of preamble, you only need to know how these transportation portfolios work if you put yourself in the position of having to evaluate them, right?

     MR. CASS:  I'll also add, Madam Chair, since the witnesses are conferring anyway, I'm quite certain that Dr. Overcast has useful things to say on many of these questions, but unfortunately Mr. Vegh has made it quite clear that he doesn't want to hear from Dr. Overcast.

So we do at least have to have an opportunity for the witnesses to confer.

     MS. NOWINA:  That's fine.  They can confer.  Maybe someone else will ask Dr. Overcast questions, Mr. Cass.


And while they're conferring, Mr. Vegh, I wondered how much more you have.  It does seem to me the line of questioning is beginning to become repetitive, or at least the answers are beginning to become repetitive.

     MR. VEGH:  I was about to move on from this point.  And I do have -- I do have about another half an hour.

     MS. NOWINA:  Okay.  If you can tighten it up as much as possible.

     MR. VEGH:  Thank you.


We could move on, if you would prefer.  We can move on now.

     MS. NOWINA:  I'd prefer to move on from this line of questioning, unless the witnesses have a final answer to the last question/statement?

     MS. GIRIDHAR:  I'll be very brief.  As the system planner for our system, again, we need to make sure that there is reliable supplies to meet the market demand on peak day, and when we witness a dramatic decline in firm transport to the system, presumably replaced by non-firm transport, again, because we don't know what the arrangement is, it causes us a great deal of concern in terms of meeting our peak-day requirements.  And Enbridge is the only party that's required to ensure that peak-day demand equals supply on its system.

     MS. NOWINA:  All right.  To get through the rest of the afternoon then, yes, Mr. Vegh, as much as you can tighten it.


And to the witness panel, you have given many of the same responses, and maybe you can just refer back to an earlier response rather than giving the entire thing again, as we go through this line of questioning, unless it's completely different, Mr. Vegh, which would be refreshing.

     MR. VEGH:  Perhaps I could just address the specific turnback points, the point around turnback.  I'll try to do it briefly.

     Because turnback becomes the -- became -- was the mechanism through which the firm contracts -- sorry, the long-term firm upstream long-haul contracts were, in a sense, contracted out of, right?

     MS. GIRIDHAR:  Sorry, could you repeat the question?

     MR. VEGH:  Probably.  The specific mechanism through which the firm transportation capacity became available was through the turnback of long-term contracts to TCPL?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  Thank you.


And it was actually EGD that carried out these turnbacks at the request of customers.

     MS. GIRIDHAR:  Yes.  We accommodated customer requests for turnback.

     MR. VEGH:  And so the reduction in long-term firm contracts over the periods that we've been talking about, that was done on an annual basis?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And Enbridge was aware of these changes throughout that period?

     MS. GIRIDHAR:  Enbridge was aware of the amount of turnback that was happening in the marketplace, because we effected that turnback with TransCanada by turning back the capacity.  But Enbridge also required direct-purchase customers to ensure that it was backed up by firm deliveries, and Enbridge made the assumption that those firm deliveries were assured through transportation on alternative paths, also firm --

     MR. VEGH:  So you -- sorry.  You assume that the firm transportation was being replaced with other --

     MS. GIRIDHAR:  Other.

     MR. VEGH:  -- firm transportation.

     MS. GIRIDHAR:  Exactly.

     MR. VEGH:  And that's what you did.

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  When you turned back your firm transportation, you replaced it with other firm transportation.

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And you did that without asking whether there are perhaps more cost-effective ways to meet delivery obligations than long-term firm contracts.

     MS. GIRIDHAR:  I doubt that there is a utility in North America that would rely on IT to meet the needs of its core small-volume customers, unless it actually happened to reside within a producing area or --


MR. VEGH:  Sorry, I wasn't --


MS. GIRIDHAR:  -- a market hub.  So it's definitely utility convention that you would replace firm transport with firm transport in order to meet peak-day demand.


MR. VEGH:  Well, just to -- I appreciate that point, and I do want to follow up on utility convention.  But I think you might have misspoke when I -- when you said "IT".  When you replaced long-term firm with other long-term firm, you didn't replace it with short-term firm either?

     MS. GIRIDHAR:  That is correct.  Also because short-term firm, the contracts that it was replaced by had a combination of contracts on US pipes and Canadian pipes.  On Canadian pipes there is no renewal rights on short-term firm transportation.  And on US pipes as well, there is no right of first refusal if you don't hold a long-term contract.

     So the reality is, if you don't contract for FT, then you have to be back in the marketplace seeking more capacity the following year, and that may or may not be assured.

     MR. VEGH:  My only clarification was that you'd seemed to describe everything that's not a long-term firm as interruptible, when in fact short-term firm is not interruptible.

     MS. GIRIDHAR:  I would agree with that, yes.

     MR. VEGH:  Right.  And so you talked about utility practice.  And it's also fair to say that you kind of viewed this from the perspective of a utility.  You're not like a Shell or a BP in the sense that you have a continental-wide portfolio of supply and transportation contracts that you optimize to make use of obligations all over North America.  For you, it's just the franchise.

     MS. GIRIDHAR:  I would agree with that comment.

     MR. VEGH:  And it's not a critique to describe this as a utility view.  I don't want it to be a criticism.  But basically, when you look at how you meet a firm delivery obligation, you say:  Well, how do I go from point A to point B under a firm transportation contract?  And the analysis stops there.

     MS. GIRIDHAR:  Purely because the obligations to maintain system integrity and reliability rest on the utility.


MR. VEGH:  Well, those are the, perhaps, the reasons for it, but you don't look at this from an optimization perspective of a North American-wide contract portfolio.  This is just to serve the utility.

     MS. GIRIDHAR:  But I should mention -- and back up here.  We do run our SENDOUT model every year to look at both near-term demand as well as demand out, say, for a period of three to five years.  If there was reasonable assurance that we could get supply or transport in place for the following year, we may choose to take only a one-year contract, and then go back into the marketplace the following year.

     So I don't want to leave the impression that we would just sign a contract for 15 years and not revisit it for the next 15 years.  We would try and make sure we have the appropriate term structure in our portfolio, that we have contracts that renew every year or contracts or paths that are actually discarded and replaced by other paths.  We would go through that exercise on an annual basis.

     MR. VEGH:  But you haven't really done that, have you?  You've just replaced one set of firm long-term contracts with another.

     MS. GIRIDHAR:  Well, we do have customer migration in our franchise, and to the extent that we've had a return of customers to system, then on an annual basis we do have to revisit the issue of:  Should we be dispensing with some transport or should we be acquiring more transport?


So certainly it's not an analysis that would be done for the whole portfolio, but you would have to look at it on an incremental basis from year to year, and as part of that decision you would look to see what kind of transport is available and what should be used.


MR. VEGH:  It's fair to say, though, when you described that as a utility perspective, is it fair that a utility does look at this differently than, say, a, you know, a more commercially oriented energy company like a Shell or a BP?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And so -- but under your proposal, you're effectively saying:  Let's make Shell or BP act as if they were a utility and only enter into long-term firm transportation contracts.

     MS. GIRIDHAR:  I think we can all speak to the experience of other jurisdictions.

     MR. VEGH:  Okay.  I'd like to address how this proposal was developed, and to go through Shell Interrogatory No. 5, which we've seen, which has been discussed a little bit.  It starts at page 179.  But I would like to go through it in more detail, and I'll be sure not to retread any ground we've already covered.


Perhaps the best place to start is at page 186, because I think chronologically this is where the record begins, and the first thing I've seen -- or the first step here seems to be an e-mail from you to -- from you, Ms. Giridhar, to TransCanada in February of '08, where you're asking TransCanada for some information.


February -- the first record you have is February '08.  Is that consistent with your recollection of when you started to seriously look at this issue?


MS. GIRIDHAR:  I believe we scheduled a meeting with TransCanada to discuss a number of issues, but this was one of them.  I cannot recall the date.  It was obviously before February of '08.  It might have even been towards the end of '07.  I don't exactly recall.  


But we did have a session with TransCanada so I could actually understand how diversions and IT and STFT and FT work.  So, certainly, you know, there were discussions prior to that.


MR. VEGH:  And you say in this note that you're looking at the options here, and you say one option is to propose a tariff charge to seek a firm -- sorry, to provide a firm upstream transportation contract for 365 days.


So at this stage, this was just one option?


MS. GIRIDHAR:  Yes.


MR. VEGH:  The firm long-term contract?


MS. GIRIDHAR:  Yes.


MR. VEGH:  So the option at this stage of a short-term firm transportation contract was still open?


MS. GIRIDHAR:  Yes, it was open.


MR. VEGH:  And so you wanted to investigate the facts and whether the facts supported one option or another?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And so you asked for TransCanada to send you some information, and you asked them to send you firm contracts entered into by November 1 for each of the last five years.  Do you see that?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And the response to this e-mail came the next month from TransCanada.  It's at the top of page 186.  And he provided you with the information that you requested, which is the long- and short-term firm contracts entered into on November 1 for each of the last five years, right?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And the information that he provided to you in that -- as an attachment to that e-mail is included in the materials a little out of order, but at page 33 onward.  That -- we've looked at this document a few times.  This is the shippers list for November 1 of each of those years?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And that's what you asked him to present you?


MS. GIRIDHAR:  Yes.


MR. VEGH:  Or, sorry, to provide you.


Now, as we discussed, the short-term firm contracts are not typically entered into by November 1.  They're entered into closer to the date of the firm transportation being required, right?  We discussed that.


MS. GIRIDHAR:  Yes.


MR. VEGH:  So, in fact, the reports that you asked for and he provided you didn't provide any useful information, did they, with respect to the actual contribution of short-term firm capacity?


MS. GIRIDHAR:  I wouldn't say it didn't provide me with any useful information.  Again, the idea behind the November 1 was reflective of the fact that we make our arrangements by November 1.  And in our view, if arrangements weren't in place by November 1 for the winter season, it was reasonable to presume that there was some level of concern around what those arrangements might be.


MR. VEGH:  Yes.  My only point is that you asked for information as at November 1, and the information as at November 1 wouldn't provide you with anything useful on what the actual contribution would be for that following year?


MS. GIRIDHAR:  For the peak day, I agree.  It would not be a complete representation of what would be available for peak day.


MR. VEGH:  A complete representation or any useful information at all.  We'll deal with it later.


But you did rely on that information to help you make your determination on what is the appropriate proposal?


MS. GIRIDHAR:  It was part of the information that we relied on.  I think TransCanada filed as an undertaking -- as an undertaking, perhaps, another Excel spreadsheet that they sent us, which looked at the amount of diversions, IT, as well.


MR. VEGH:  Yes.


MS. GIRIDHAR:  At the time, our thinking was that if these were maybe not firm contracts to the franchise, but they were diversions from a downstream point, it was our understanding that -- you know, upstream diversions are diversions to a point that's on the path that the gas travels.  It's considered to be fairly reliable by TransCanada, and so that we requested that additional information to see how arrangements are being made.


Again, we could not discern a clear pattern in terms of what was being used.  Some years there was a lot of IT being used, in other years, there was diversions being used, and, of course, the amount of STFT that was being used also varied from year to year.


MR. VEGH:  The next step in this development, it appears from this exchange, is a memo from you to a wider group within EGD in May 2009.  And I think that's -- that is 2008, and that's reprinted at page 188 of the document book.


And you lay out some internal points for -- or some points for internal consideration.  I'd just like to go through those points with you.


The first point is with respect to firm transportation, firm transportation capacity.  And, as I read that, by this time you'd made up your mind that firm transportation capacity is required, so the real question at this point was just receipt points?


MS. GIRIDHAR:  The real point was, sorry?


MR. VEGH:  Your real question was really just receipt points for that transportation?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And on point number 2, you ask the question:  Do you need the shipper to demonstrate firm contract for 12 months or for winter only?  And that's the short-term --


MS. GIRIDHAR:  Yes.


MR. VEGH:  -- that we talked about?


MS. GIRIDHAR:  Mm-hmm.


MR. VEGH:  And we talked about the level of analysis that you carried out in answering that question, and we may differ on how characterize it, but I'll just move on.


At points 4 to 7, you address the need for consultation, and you say:

"If consultation fails, we'll need to bring this issue to the OEB."


And that was in May.  And I'd like you to just remember these points about consultation because, in fact, you had no consultation with the direct-purchase community prior to filing your application, right?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  So we'll come back to that.

But to just keep the chronology going, that was May, and the next set of notes I see on this is in August.  So June, July, August; that was three months later.


And in August what we have is a -- it looks to me like you're preparing an internal case to senior management in support of the long-term firm contract proposal?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And so over the next three months you -- that is, between May and August, if I understand it, you retained an expert to file a report to the Board?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And you met with Board Staff to get a preliminary response to your proposal?


MS. GIRIDHAR:  It wasn't me personally, but the company did speak to Board Staff in terms of addressing this issue.  So I don't know to what extent the proposal was discussed.


MR. VEGH:  And during this period -- well, I will address that, but during this period, again, just to confirm, you did not meet with any of your direct-purchase customers on this issue?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  You did not seek any kind of input on how different supply arrangements could contribute to meeting system requirements?


MS. GIRIDHAR:  I would agree that the consultation happened after the proposal was filed with the Board.  So the proposal was filed, I guess, in the September/October time frame.  In January, we did have a consultative process together so we could seek input in terms of what the proposal would mean to the various stakeholders.  So that was the first consultation we had.


MR. VEGH:  So you didn't go to the community to see if there were different supply arrangements that could contribute or perhaps a more sophisticated explanation of, say, contracts entered into on November 1, and how do they represent the actual contribution during a peak season?


MS. GIRIDHAR:  On the basis of our analysis, we could certainly draw certain conclusions.  One was that there was in fact a significant decline in firm contracts to the franchise.  There was no clear trend in terms of which services were being used.  And, on the basis of those two, we figured that it was unlikely that we would get to see the actual arrangements of each different marketer in the franchise, and that it was best to go ahead and seek this provision and then consult with marketers in terms of what it might mean for them.


MR. VEGH:  Well, you expressed your concern a few times that you weren't privy to information.  The fact is you never asked for any information, did you?


MS. GIRIDHAR:  I would agree that I came to the conclusion that I would not be able to get more information.


MR. VEGH:  Without asking for it?


MS. GIRIDHAR:  That's right.


MR. VEGH:  And Shell and BP and Direct, they're all represented here.  You've seen how they've all reacted to your proposal.  Did you not think at the time that they could have some useful information to offer about how to effectively supply gas?

     MS. GIRIDHAR:  Again, we did have the consultative after the evidence was filed.  The discussions at that stakeholder session were intended to be confidential.  However, I think it's safe to say we did not gain any further insights, in terms of how these arrangements were being made and how secure and reliable they were to the franchise.


MR. VEGH:  Well, we can't discuss what went on in the consultative.  That was done after you filed the application and with the, you know, with an order hanging over everyone's head.

But a more general question:  In your role as operating the system and dealing with a very complex issue, which is dealing with the issue of how does this pipeline now serve our area, there's been a lot of changes over the last ten years, the need to step back and see what we're doing as a sector, you didn't think that other perspectives on this issue could actually provide you with a more complete picture, and perhaps a more thought-through and thorough proposal?

     MS. GIRIDHAR:  I guess it was obvious to me, based on the information that we did receive on flows to the franchise, that these arrangements were largely not firm.  And in my mind, that was enough to draw a conclusion that from a design-day planning perspective, I could not assure that they would be reliable and necessarily available under design-day conditions.


MR. VEGH:  So you prepared your proposal to senior management -- to management in August and September.  And Mr. Irani, I guess, provided you with a draft deck in August of --

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  -- that year?  And that's at page 193 of the book of materials.  You provided that in response to an undertaking request?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  So that was a -- this was a draft deck that -- but you would have presented this deck?  Your name is on it?  Would that have been the idea?

     MS. GIRIDHAR:  Yes, the intent was for me to make the presentation.

     MR. VEGH:  And if we just look at it quickly, it makes many of the points that you've made, but perhaps a little differently.  You talk about -- in point 3, you lay out the concern, direct shippers are not required to demonstrate firm upstream transportation.  EPA -- who's EPA?  Sorry, EPA?

     MS. GIRIDHAR:  Oh, that's the group, energy policy and analysis, at the time.

     MR. VEGH:  So energy policy and analysis says that they use discretionary services to fulfil contractual obligations.  And then the problem that you identified is it has the potential to compromise EGD's ability to meet market demand if discretionary services are curtailed.

     Again, from a nomenclature perspective, you're discussing discretionary services being curtailed, but discretionary services include short-term firm?

     MS. GIRIDHAR:  Yes.

     MR. VEGH:  And short-term firm services are not subject to curtailment.

     MS. GIRIDHAR:  Right.

     MR. VEGH:  Page 3 -- or the next page, page 196, you refer to best practices, and you quote from the Union tariff.  I see the tariff language, but you are aware that Union does not actually impose this obligation, regardless of what's in its tariff?

     MS. GIRIDHAR:  Union has different requirements in 

Union South and Union North.  In Union North, it is my understanding that they do not permit turnback of capacity, so their customers utilize firm long-haul capacity that's contracted for by Union and assigned to them in most instances.

     And in Union South -- the language that's shown here is for Union South.  But I would also like to note that Union South is located right at the Dawn hub, which has a significant pipeline connectivity with other pipes, as well as access to significant amounts of storage.

     MR. VEGH:  So the language you're referring to here is the tariff language for Union South, but it's not Union's practice to enforce this requirement.

     MS. GIRIDHAR:  I understand.  Yes, the language has been there, and it is available for Union to enforce if it so wishes.  It is my understanding that currently they do not enforce that language.

     MR. VEGH:  So Union's practice is to really rely on the firm delivery obligations to meet the requirement in the south.

     MS. GIRIDHAR:  That is my understanding.

     MR. VEGH:  And so when you describe -- or Mr. Irani, to be fair -- he prepared this document -- what he describes as best practice is not Union's practice at all.

     MS. GIRIDHAR:  To be fair to him, he was just quoting from Union's tariff.  And that was what we had at that time.

     MR. VEGH:  Right.  Now, you also say on that page that you've discussed -- you've had discussions -- sorry.  I say "you".  Enbridge says it had discussions with OEB.  Presumably that was with Staff?

     MS. GIRIDHAR:  I did not really understand what that statement meant.  As I mentioned -- you know, as you noted yourself, this is a draft and was subsequently replaced by a final version that did not have this sentence in there.  I believe it's a mischaracterization.


It is my understanding that OEB Staff were possibly informed that this was an issue of concern to EGD.  But beyond that, I was not present at that meeting and couldn't speak to it.

     MR. VEGH:  And I'm not trying to criticize you or embarrass anybody here, but that's what it strikes me, as a reference to a favourable response.  There's no indication that sort of the options were put forward to staff, and then Enbridge says:  And here's our preferred option.  Here's why it's better than the other options.  And then Staff said:  Yeah, that makes sense.  Your preferred option is better than the other options.

     MS. GIRIDHAR:  Again, I would state that this sentence is a mischaracterization of the discussions that possibly happened.

     MR. VEGH:  Okay.  Slide -- page 5 then says that -- sets out the recommendation and strategy.  It addresses these options.  It's ultimately option -- sorry.


So this sets out the options.  And then the next page sets out the recommendations.  You say that -- sorry, I'm --

     Oh, I see.  Yes.  So you have -- so then the recommendation is to go with option 1, as you ultimately did, and to just tell direct shippers that that's what you're going to do now, again, as opposed to consulting with them before you finalize your option.

     MS. GIRIDHAR:  Well, there is a sentence there that says "soliciting feedback".  So that was the intent at the time.


If I might say so, the reality is that by the time we were able to get the presentation finalized and to the executive team, it was fairly close to filing time.  We believe that this was a serious enough issue that it should be brought forward and not deferred for yet another year, and that time line did not really allow us to go forward with our intent of having discussions and ensure feedback from stakeholders.  However, we did follow up with a stakeholder session after the evidence was filed.

     MR. VEGH:  But by this time you'd decided that you'll inform them of your decision, the decision was made and you'll inform them of the decision, right?

     MS. GIRIDHAR:  Yes.  The intent, again, was to get some feedback on the decision that we had made.

     MR. VEGH:  And you -- so you looked at that draft, and you provided -- at page 190 is your responding e-mail.  You provided some instructions on rewriting it.  And you suggested to Keith, the author, to work in some of the numbers and analysis provided by Steve Emond to show the seriousness of the situation.


And then you took the draft and revised it, and presumably one of your purposes in revising it was to demonstrate the seriousness of this situation.

     MS. GIRIDHAR:  Yes.  I believed that it would be helpful for the executive team to have a numerical analysis to help them make their decision.  I also decided that it was important to put in our emergency procedures manual.  So all of these changes were made subsequent to the draft, the first draft that was provided.

     MR. VEGH:  Madam Chair, I'll be about another 15 minutes.  I'm in your hands as to whether we stop now, or...

     MS. NOWINA:  Reluctantly, go ahead, Mr. Vegh.

     MR. VEGH:  Thank you.

     So I'd like to go to the presentation that you made, then, to the executive team, which ultimately -- well, your final presentation to the executive team, and that starts at page 180.  EMT, that's the executive management team?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And the purpose of this presentation was to present your recommendations to the executive management team on your proposal?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And the executive management team would expect a clear statement of the relevant facts in order to evaluate this recommendation?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And the title of your presentation refers to direct-purchase customers, and your first line is entitled, "Risk of Supply Failure".  So this was phrased in a way to get their attention?


MS. GIRIDHAR:  It was phrased in a way to outline the issue that we were discussing.


MR. VEGH:  And so let's go down the list to make the points you make in support of the risk of supply failure, and I want to understand them, again, with an emphasis on your treatment of discretionary services and how discretionary services contribute to meeting the system requirements.


And you say -- your point number 3, you say:

"A significant portion of Ontario's T-service volumes to the CDA utilize non-firm services."


So that wouldn't include short-term firm, would it?


MS. GIRIDHAR:  Yes.


MR. VEGH:  It does --


MS. GIRIDHAR:  The term "non-firm discretionary" excludes STFT.


MR. VEGH:  Right.  So the concern you're raising here is about non-firm discretionary, not about STFT?


MS. GIRIDHAR:  I was raising the -- yes, and in terms of the way the bullet was phrased here, yes, we were talking about non-firm discretionary.


MR. VEGH:  Right.  And, similarly, in bullet point 5, when you say:

"TCPL system conditions could require curtailment of non-firm volumes."

You're not talking about STFT in that bullet?


MS. GIRIDHAR:  We have established that STFT is firm.


MR. VEGH:  And you made that clear to the executive management team --


MS. GIRIDHAR:  Yes.


MR. VEGH:  -- that you weren't using the terms interchangeably?


MS. GIRIDHAR:  That is correct.  I think in one of those slides you would actually see STFT shown separately.


MR. VEGH:  So that's a good point.  Maybe we can just get to that slide, and that's on page 182?


MS. GIRIDHAR:  Yes.


MR. VEGH:  And you refer to firm, long-term, and short-term, and identify the remainder as "discretionary".  So, as you say, you're treating short-term firm as firm?


MS. GIRIDHAR:  Yes.


MR. VEGH:  Now, in this presentation, you say that -- so if you look at the contribution, if the contribution of long-term firm, FT, short-term firm -- sorry, STFT, and then a residual, which is total discretionary.


MS. GIRIDHAR:  That should have presumably said non-firm discretionary.


MR. VEGH:  Right.  So let's change -- but for our purposes, we'll look at that as non-firm discretionary.


But -- and this slide, it has an asterisk when you talk about daily deliveries, and it says you're using November as a proxy for the whole year?


MS. GIRIDHAR:  Yes, because daily deliveries are generally unchanging once established, and November is when the vast majority of daily deliveries are established.


MR. VEGH:  But here you talk about a proxy for the year, and given our discussion about the actual contribution of short-term firm, if you go historically, not just looking forward, like for example, 2003 and these other years, there was actually a much larger contribution of short-term firm than is represented here, isn't there?


MS. GIRIDHAR:  Well, what was available to us was the representation of -- let me paraphrase it.


Yes, we did ask for the month of November as a proxy, and this reflects the STFT that was used in the month of November.


MR. VEGH:  So someone reading this would say that there's -- non-firm discretionary, say, in 2003 was 321 gJs and that's representative of the year -- 321,000 gJs a day, and that's representative of the year?

    
MS. GIRIDHAR:  Yes.

MR. VEGH:  But, in fact, it's not representative of the year, is it?


MS. GIRIDHAR:  I would agree that based on subsequent numbers provided by TransCanada, that it is not representative of the year.


However, it does not change the conclusion that the reliance on STFT was not consistent enough across the years that you could draw the conclusion that the concern was misplaced.


MR. VEGH:  So that's a much more sophisticated explanation that you're giving now than you provided here in this deck?  This deck understates the contribution of STFT, doesn't it?


MS. GIRIDHAR:  This deck does not represent the contribution of STFT on peak days.  It does state quite clearly that it's using November as an analysis of the whole year.


MR. VEGH:  Right.  Now, perhaps, then, we could turn to your prefiled evidence and really address this same kind of issue, which is the contribution of STFT.


I'm looking at Exhibit C, Tab 1, schedule 8.  It's a fairly short piece of evidence, and this is where you substantiate the case that you're presenting to the Board.


And you discuss a point we have discussed several -- sorry, I'm starting at paragraph 7 in your prefiled evidence?


MS. GIRIDHAR:  Yes.


MR. VEGH:  You say in the second sentence:

"The company's analysis of the Index of Customers effective November 1, 2007 shows a contract to the franchise net of the company's contracts of approximately 64,000 gJ a day.  As of November 1, daily deliveries from direct purchaser equalled 520,000."


So you take the difference between those two, which is 457,000, and you say that this amount, the difference between what is firm contracted and what is actually delivered, is delivered either through interruptible IT arrangements or through diversions.


That's not true, is it?


MS. GIRIDHAR:  I think at the time, I'm not sure if we had a document that showed the amount of STFT that was contracted.  I would agree that I did not refer to STFT in this evidence, but the supplemental evidence certainly discussed STFT.


MR. VEGH:  Well, this takes no account at all of STFT, right?


MS. GIRIDHAR:  I would agree with that.

MR. VEGH:  And so the next two sentences, which say:

"TCPL classifies IT and divergence as discretionary with a lower priority of service."

That doesn't describe STFT either, does it?


MS. GIRIDHAR:  That is correct.


MR. VEGH:  And I don't think I have to read every sentence.  This whole paragraph doesn't address STFT at all?


MS. GIRIDHAR:  Our supplemental evidence addressed STFT.


MR. VEGH:  In your initial evidence, paragraphs -- let's go to paragraph 8.  You say:

"The supply shortfall resulting from curtailment of non-firm services by TCPL could have serious consequences for your system and its obligation to serve."


And you go on to say that:

"Absent production or storage in the area in that you rely on curtailment, EGD's ability to procure incremental supply is constrained."


And you go on.  But this doesn't take account of the contribution of STFT either, does it?  


MS. GIRIDHAR:  I believe I have agreed that the initial evidence did not dwell on STFT, but you will find references to STFT in our supplemental case.


MR. VEGH:  It didn't dwell on it?  Paragraphs 7 and 8 are the only two paragraphs in this entire filing that address the information that substantiates your case, but they don't refer to STFT and they're fundamentally inaccurate, aren't they?


MS. GIRIDHAR:  I would agree that they do not refer to STFT.  The point that's being made fundamentally in this is that if we do not know that parties are contracting firm to the franchise and they're using discretionary services, there is no assurance about how the gas is getting to the franchise.  


Certainly if all of it was STFT and there was some way for the company to ascertain that it was STFT, I would agree that, at least from a short-term perspective, it would address the company's concerns.


However, the nature of how STFT is contracted for, the information that would be available for planning purposes going forward, all of them do lead us to believe that there is concern.


Now, did I describe the full concern in this piece of evidence?  I would agree that I did not, and again, the supplemental evidence talked about STFT as an option.


MR. VEGH:  Well, the supplemental evidence refers, I think, in one paragraph to STFT, but doesn't correct the mischaracterization in the initial evidence, does it?


MS. GIRIDHAR:  That is correct.  It does not correct the omission of the word "STFT" in paragraphs 7 and 8; that is correct.


MR. VEGH:  Well, no, it's not just the omission of the word "STFT".  The statement that the residual gas supply is all subject to interruption and to diversion is inaccurate, right?  It's not just you forgot to mention STFT.

     MR. CASS:  Well, in fairness, Mr. Vegh, the statement is "it therefore appears".  That's the statement that you're referring to as a mischaracterization:

"It therefore appears that approximately 457,000 gJs per day are delivered in a certain manner".

     MR. VEGH:  Okay.  So let's move on to the information you provided this morning in your three-page document, HD1.1.

And on page 3, where you have your design-day pipeline deliveries and you have these categories of delivery services, TCPL, peaking, and curtailment, and you have DP non-firm, again, that's not an accurate number, is it?

     MS. GIRIDHAR:  I would agree that we could modify that slide to say "non-FT".  And I will do so.

     MR. VEGH:  Pardon me?

     MS. GIRIDHAR:  I'm happy to do so.  I'm happy to alter this slide to say "DP non-FT".

     MR. VEGH:  Well, can you tell me, this slide, you say this is a design day, this is a series of transportation services to the franchise.  As of what date?

     MS. GIRIDHAR:  I think this was November 1, 2008, and if that is missing, I can add that to the slide.


MR. VEGH:  Well, that would be helpful.  And while you're offering to add it -- and I'll just conclude on this point -- perhaps you can break out separately the -- if you look at November 1, 2008, perhaps you could break out separately the same kind of chart as to what was the contribution contracted as of November 1, 2008, and what was the actual contribution for the peak period in the 2008 season, breaking out separately DP non-firm into the different discretionary services.

     MS. GIRIDHAR:  I'd have to see if -- I'm presuming TransCanada's evidence has that number in there.  And if so, I'd be able to incorporate that.

     MR. VEGH:  So you'll do that if the number is available on the record?

     MS. GIRIDHAR:  Yes.

     MS. NOWINA:  Is that an undertaking, Mr. Vegh?

     MR. SCHUCH:  Yes, I think -- it sounds like we should assign a number to this.  It would be HDU1.3.

UNDERTAKING NO. HDU1.3:  TO BREAK OUT SEPARATELY A CHART AS TO THE CONTRIBUTION CONTRACTED AS OF 1 NOVEMBER 2008 AND THE ACTUAL CONTRIBUTION FOR THE PEAK PERIOD IN THE 2008 SEASON, BREAKING OUT SEPARATELY THE DP NON-FIRM INTO THE DIFFERENT DISCRETIONARY SERVICES

     MS. GIRIDHAR:  Excuse me, would I file that as a correction to the slide, or a separate --

     MR. VEGH:  For my purposes, an undertaking response is fine, one that identifies a more -- one that puts the date on it to November 1 and breaks out DP non-firm into discretionary services, identifying what the different discretionary services are, and the other one being peak-day -- meeting peak day during this period, '08/'09, and again breaking out, instead of non-firm, discretionary services.

     MS. NOWINA:  It sounds like a separate document elaborating on this one, Ms. Giridhar.

     MS. GIRIDHAR:  Right.

     MR. VEGH:  Two documents in that sense.

     MS. GIRIDHAR:  Okay.  I should note that this is a reflection of what our design-day conditions were, and so if I were to add what was actually used on peak day, it wouldn't necessarily reflect -- I wouldn't necessarily be able to add up STFT, non-firm, and what was contracted on peak day and come up with the number that can truly be added up.  I just wanted to mention that.  I could put that in, obviously, somewhere on the slide, but it wouldn't add up nicely to what was being reflected here for design day.

     MR. VEGH:  This is a design day and the other is actual, so they would be different?

     MS. GIRIDHAR:  That's right.  That's right.


MR. VEGH:  Yes.  Thanks.

     MS. NOWINA:  Just to be clear, what we're doing, though, I assume we were leaving the slide as is and creating a separate document which refers to the slide and explains it further?

     MS. GIRIDHAR:  Yes.

     MS. NOWINA:  And whatever caveats you want to add or further explanation, if that would be helpful, that would be fine.

     MR. VEGH:  Thank you, panel.


Thank you, Panel, for the indulgence of going on.

     MS. NOWINA:  Thank you, Mr. Vegh.  I apologize for all the technical problems.

We'll adjourn now and resume tomorrow morning at 9:30.

     --- Whereupon the hearing adjourned at 4:49 p.m.
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