ENBRIDGE

500 Consumers Road Shari Lynn Spratt

North York, Ontario Supervisor Regulatory Proceedings
M2J 1P8 phone: (416) 495-6011

PO Box 650 fax: (416) 495-6072

Scarborough ON M1K 5E3 Email: shari-lynn.spratt@enbridge.com

January 14, 2011

VIA EMAIL, RESS and COURIER

Ms Kirsten Walli
Board Secretary
Ontario Energy Board
2300 Yonge Street,
27" Floor

Toronto, Ontario
M4P 1E4

Dear Ms Walli:
Re: Enbridge Gas Distribution Inc. (“Enbridge”)

Pre-Approval of Long-term Transportation Contract
Ontario Energy Board (“Board”) File No.: EB-2010-0333

Enbridge provided interrogatory responses to Board Staff and CME as directed by the
Board on December 29, 2010. Enbridge is now filing corrections Board Staff
Interrogatory #23 and CME Interrogatory #12.

Attached please find the following corrected exhibits:

Exhibit I, Tab 1, Schedule 23, and
Exhibit |, Tab 3, Schedule 12.

The corrected interrogatory responses have also been filed through the Board “RESS”
and will be available on Enbridge’'s website at www.enbridgegas.com/ratecase, as of
January 15, 2011.

Yours truly,

(il

Shari Lynn Spratt
Supervisor Regulatory Proceedings

cc: All EB-2010-0333 Interested Parties (via email)
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CME INTERROGATORY #1

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 2, Question 7

Please provide a copy of the PIRA study.

RESPONSE

Please see response to Board Staff Interrogatory #17 which can be found at Exhibit I,
Tab 1, Schedule 17.



Filed: 2010-12-29
EB-2010-0333
Exhibit |

Tab 3

Schedule 2

Page 1 of 1

CME INTERROGATORY #2

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 2, Question 7

To what extent has production of gas from Marcellus shale actually commenced?

RESPONSE

Please see the response to Board Staff Interrogatory #3 which can be found at Exhibit I,
Tab 1, Schedule 3.
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CME INTERROGATORY #3

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 2, Question 7

What assumptions has Enbridge Gas Distribution ("EGD") made pertaining to the total
availability of gas supply from Marcellus shale, and the pace at which that supply will
become available?

RESPONSE
Please see the response to Board Staff Interrogatory #17 at Exhibit I, Tab 1,

Schedule 17 for the assumptions EGD has made pertaining to the total availability of
gas supply and the pace at which that supply will become available.
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CME INTERROGATORY #4

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 2, Question 7

What are the production risks associated with the availability of supply from Marcellus
shale?

RESPONSE

A brief survey of financial reports from natural gas producers indicates that there are
several production risks associated with the availability of supply from Marcellus shale.
Below is a high level, though not exhaustive, list of potential risks:

e Price risk — Variability in the price of natural gas

e Demand risk — Variability in the demand for natural gas

¢ Regulatory and environmental risk — For example changes in taxation policy or
restrictions on exploration and drilling due to concerns for the environment

e Operational risk — For example availability of drilling equipment or mechanical
failures

e Capacity risk — For example availability of pipeline capacity to bring supply to
market

e Other risks including macro economic, political and land related

To the extent that any or a number of these risks materialize, production from the
Marcellus shale could be affected. At this time however, Enbridge does not expect any
significant impact from these risks on Marcellus production.
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CME INTERROGATORY #5

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 2, Question 7

Please provide the following information with respect to EGD's plans for acquiring gas
from the new Marcellus shale supply:

(&) When does EGD expect to be contracting for such supplies?

(b) In what quantities?

(c) Atwhat price?

(d) For what contractual term?

(e) Will Niagara be the transaction point in all cases, or does EGD plan to

purchase some gas at the point of production and acquire transportation on
pipelines connecting the point of production to Niagara?

RESPONSE

(@)

(b)

(€)

(d)

(€)

Enbridge expects to be contracting for Marcellus shale supplies when the TCPL
transport from Niagara becomes available.

The supply contracted by Enbridge would be equal to the contracted transport.
The price of supply at Niagara will depend on market pricing at the time of the
supply contracting. Enbridge does not expect to enter into fixed price contracting

for Marcellus supply.

Enbridge has not contracted for any Marcellus supply yet and therefore contractual
terms for Marcellus supply are unknown at this time.

Niagara will be the transaction point for Marcellus supply.
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With respect to natural gas demand and supply within EGD's franchise area, please

provide the following information:

(a) EGD'’s long-term (at least ten (10) years) forecast of demand within its franchise

area, and

(b) EGD'’s year-by-year forecast of the extent to which it expects the demands of its
franchise area to be satisfied with system gas and non-system gas respectively.

RESPONSE

a) The table below shows Enbridge’s current long range annual design demand
forecast for all bundled system and non-system distribution customers:

Year
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

Demand
(10°m?)
11,372
11,461
11,558
11,650
11,724
11,790
11,875
11,967
12,072
12,178

b) Enbridge does not have a forecast of bundled demand by system gas and non-
system gas customers beyond the test year budget. As a result the requested

information cannot be provided.
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CME INTERROGATORY #7

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 4, Question 11

Please provide a complete list of each contract in EGD's gas supply portfolio showing,
for each gas supply contract, the date of the contract, the gas supplier, the volume
purchased, the point of purchase, the adjustment dates, if any, over the duration of the
contract and the termination date of each contract.

RESPONSE

Please see the response to Board Staff Interrogatory #15 which can be found at
Exhibit I, Tab 1, Schedule 15.
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CME INTERROGATORY #8

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 4, Question 11

Please supplement the information contained in Exhibit B, Tab 1, Schedule 1,

Appendix E to provide a complete list of each contract in EGD's transportation contract
portfolio showing, for each contract, the date of the contract, the shipper, the receipt and
delivery points, the capacity contracted, the possible adjustment dates, if any, over the
duration of the contract, the termination date of each contract and an estimate of the
extent to which EGD is currently utilizing the capacity under each contract.

RESPONSE

Please see the response to Board Staff Interrogatory #7 which can be found at Exhibit I,
Tab 1, Schedule 7.
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CME INTERROGATORY #9

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 4, Question 11

What is EGD's current expectation with respect to the extent to which its existing gas
supply and transportation arrangements will be adjusted or terminated when the
services it has contracted for on the incremental facilities to be constructed by
TransCanada Pipelines Limited ("TCPL") become available?

RESPONSE

Please see the response to Board Staff Interrogatory #1 which can be found at Exhibit I,
Tab 1, Schedule 1.
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CME INTERROGATORY #10

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 4, Question 11

Please describe the adjustments EGD expects to make to each of these gas supply and
transportation arrangements on any adjustment date that is available therein, or on their
termination dates as a result of service becoming available on the incremental TCPL
facilities described in the evidence for the carriage of Marcellus shale supply.

RESPONSE

Please see the response to Board Staff Interrogatory #1 which can be found at Exhibit I,
Tab 1, Schedule 1.
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CME INTERROGATORY #11

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 4, Questions 13 and 14, Appendix F
Please provide the complete ten (10) year landed cost analysis for each source of
supply considered showing the year-by-year results that produced the ten (10) year
average landed costs shown in Appendix F.

RESPONSE

Please see the tables below.
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Tab 3

Schedule 12

Page 1 of 6

CME INTERROGATORY #12

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 4, Questions 13 and 14, Appendix F

Revise the complete ten (10) year landed cost analysis for each source of supply, to be
provided in response to the previous question, by using the interim long-haul and short-
haul tolls TCPL has asked the National Energy Board ("NEB") to approve effective
January 1, 201[1].

RESPONSE

Please see the corrected tables below. In the event that the TCPL interim toll
application is approved the landed cost for Niagara supply increases from $6.69/GJ to
$6.78/GJ and the landed cost for Empress supply decreases from $7.14/GJ to
$6.85/GJ. Based on the proposed TCPL tolls Niagara supply remains competitive with
other alternatives.
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CME INTERROGATORY #13

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 4, Questions 13 and 14, Appendix F
Will EGD be supporting or resisting TCPL's Application for interim and permanent tolls in
accordance with the Application TCPL recently filed with the NEB? Please provide
EGD's rationale for the position that it will be taking in response to TCPL's Application.

RESPONSE

Please see the response to Board Staff Interrogatory #24 which can be found at
Exhibit I, Tab 1, Schedule 24.
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CME INTERROGATORY #14

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, page 6, Table A

Please revise Table A to add thereto a line entitled "Niagara Supply" and then broaden
the Table to show EGD's Budgeted Gas Supply Acquisition for the period 2011 to 2022
so as to demonstrate when and the extent to which EGD expects to add Niagara Supply
to its portfolio in each of those years, as well as the adjustments, if any, to other sources
of supply in each of those years.

RESPONSE

The proposed contract will not commence until November 2012 and will therefore not
form part of EGD’s portfolio in 2011. Beyond 2011 the Company does not forecast or
budget supply acquisition by supply hub or basin. Please see the response to Board
Staff Interrogatory #15 at Exhibit I, Tab 1, Schedule 15 for a discussion of how the
proposed contract could fit into EGD’s supply and transportation portfolio for the next
few years.
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CME INTERROGATORY #15

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, pages 7 to 10 and EGD's November 9, 2010
letter at page 2

What will EGD do if the Board rejects the application for pre-approval and instead,
directs EGD to proceed in accordance with the traditional regulatory approach where
prudence reviews take place some time after a transaction becomes operative and not
before? Will EGD proceed with the transaction and assume risks associated with the
traditional regulatory approach? Please provide EGD's rationale for its response to this
guestion.

RESPONSE

In this scenario where one assumes that the Board rejects EGD’s application for pre-
approval it is not currently possible to determine whether EGD will proceed with the
transaction or provide notice of cancellation to TransCanada. That decision would
depend upon other things including the Board’s stated rationale for rejecting the
application.

Please see the response to Board Staff Interrogatory #22 at Exhibit I, Tab 1,
Schedule 22 for implications related to this scenario should it occur.
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CME INTERROGATORY #16

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, pages 7 to 10 and EGD's November 9, 2010
letter at page 2

Assume that the Board conditions a pre-approval of the contract on terms that expose
EGD's shareholder to risks associated with the actuals, pertaining to any of the
elements in the landed cost comparisons, turning out to be materially different from
EGD's forecasts for those elements. Under such conditions, will EGD proceed with its
proposed transaction with TCPL?

RESPONSE

EGD does not believe that such a condition would be appropriate. Such a condition
would expose EGD to risks on items that it does not control and from which it derives no
benefit. The assumed condition is not in keeping with the current approach through
which EGD has the obligation to enter into prudent supply and transportation
arrangements but is not exposed to risk because some items turn out differently than
forecast. Forecasting risk is inherent in any forward looking analysis. The pre-approval
process is to mitigate such risks to the utility so that commitments may be made to allow
new infrastructure to be built.

EGD has not forecasted any elements in the landed cost comparisons. Current pipeline
tolls and fuel ratios are the inputs for the landed cost analysis. Estimates of future basis
differentials were provided by PIRA pursuant to a consulting project. EGD does not
consider it appropriate that its shareholder should be exposed to risks associated with
the actual landed costs turning out materially different from these forecasts. Under its
regulatory model EGD does not assume, is unable to mitigate, and is not compensated
for market risk associated with its gas supply function. If such conditions were imposed
by the OEB, EGD would not likely proceed with the proposed transaction.
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CME INTERROGATORY #17

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, pages 7 to 10 and EGD's November 9, 2010
letter at page 2

Assume that the Board conditions its pre-approval of the TCPL contract on terms that
expose EGD's shareholder to the following:

(a) risks pertaining to EGD's utilization of the incremental TCPL facilities that turns
out to be materially lower than it currently estimates, and/or

(b) risks that EGD's utilization of other facilities that it either owns or holds under
contract with third parties materially declines as a consequence of its utilization of
the incremental TCPL facilities described in the evidence.

Will EGD proceed with its proposed transaction with TCPL under such conditions?
Please provide the rationale for EGD's response to this question.

RESPONSE

Enbridge does not believe that such conditions would be appropriate for the reasons set
out in response to CME Interrogatory #16 at Exhibit I, Tab 1, Schedule 16.

Enbridge will make every effort to ensure that the proposed contract is fully utilized.
Please see the response to Board Staff Interrogatory #3 at Exhibit I, Tab 1, Schedule 3
and the response to Board Staff Interrogatory #20 at Exhibit I, Tab 1, Schedule 20 for a
discussion of how Enbridge intends to utilize the proposed contract and how Enbridge
utilizes its transportation contracts. Given the manner in which the Company operates
and utilizes the assets in its transportation portfolio EGD does not believe it would be
appropriate for the Board to impose such conditions. If the Board were to condition its
pre-approval based on the terms above, EGD would not likely proceed with the
proposed transaction.
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CME INTERROGATORY #18

INTERROGATORY

Reference: Exhibit B, Tab 1, Schedule 1, pages 7 to 10 and EGD's November 9, 2010
letter at page 2

Over the period 2011 to 2022, to what extent are the total costs of acquiring gas and
third party transportation, to meet the needs of EGD's in-franchise customers, from
sources other than Niagara likely to exceed the total costs of acquiring gas supply and
third party transportation from sources including Niagara? Please provide a detailed
calculation of the net cost or benefit of EGD's plan to modify its gas supply and third
party transportation portfolio to include Niagara Supply.

RESPONSE

EGD is not planning to de-contract transportation should the Board approve the
proposed contract. The proposed contract will be used to replace Dawn spot and
peaking supplies for system reliability reasons. Please see Exhibit B, Tab 1,
Schedule 1, Appendix F for the landed cost analysis. Current expectations are for the
costs of acquiring Niagara transportation and supply to be cheaper than the cost of
acquiring transportation and supply from other sources. Based on these expectations,
all else equal, the total costs of acquiring gas and third party transportation from
sources other than Niagara are likely to exceed the total costs of acquiring gas supply
and third party transportation from sources including Niagara.





