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--- On commencing at 10:111 a.m.

MS. SEBALJ:  Good morning, everyone.  My name is the Kristi Sebalj.  I am legal counsel at the Board.  I am not counsel on this matter, but I am standing in for Michael Millar.  My understanding is the history of this matter is significant, so I will be relying heavily on Staff today.  And as you probably already know, the case manager for this file is Khalil Viraney.

By way of background, NRG filed an application on February 10th, 2010 under Section 36 of the OEB Act for approval of a revenue requirement and rates for the 2011 rate year, and approval of a four-year incentive regulation mechanism for the period 2012 to 2015.

A notice of application issued March 1st, 2010.  The Board issued a decision and order December 6, 2010 that determined rates for the 2011 rate year, which were effective October 1st, 2010 and accepted NRG's request to address the IRM component for the period 2012 and beyond and certain other discrete issues in a second phase, which we are now in, which is phase 2.

NRG filed a revised IRM plan on May 6, 2011, and on July 18th, 2011, NRG filed an independent system integrity study that identified alternatives to maintaining system pressure in NRG's southern service area, as opposed to purchasing gas from the related company.

Interrogatories were filed on or before August 17th, 2011, and responses were filed by NRG on August 31st.

There was also a motion filed by IGPC on June 7th, 2011, and my understanding is that the Board invited submissions from parties on whether the matters raised in the motion are properly before the Board and that the dates for submissions, including supplemental and reply submissions on that matter, have closed.

Today we are here for a technical conference to allow the applicant to respond to questions from the parties related to the prefiled evidence.  Procedural Order No. 8 also indicates that a settlement conference is to be convened at the conclusion of the technical conference today, and potentially be continued tomorrow.

My understanding of the issues for the purposes of the technical conference today relate to what NRG is seeking at this stage of the proceeding, which is approval of its revised incentive regulation plan filed with the Board on May 6th, 2010, approval of the IGPC pipeline maintenance cost estimates identified in the proposal submitted by MIG Engineering, and approval of NRG's proposal to purchase integrity gas from NRG Corp. at the current rate.

I remind all parties that this is a technical conference.  It is being transcribed, so please speak loudly and clearly into your mics.

We should be on the air and we're not.  Now we are.

Obviously we do not have an adjudicative panel here.  If any disputes arise, I would ask that the parties make every attempt to resolve them, and, if that's not possible, we'll have to seek guidance from the Panel.

If there are no preliminary matters, I'll ask for appearances, and then I will turn it over to Mr. King to begin the conference.

MR. BUONAGURO:  Good morning.  Michael Buonaguro, counsel for VECC.

MR. STOLL:  Scott Stoll, Integrated Grain Processors Co-operative Inc.

MR. BEAUCHAMP:  John Beauchamp, counsel to NRG.

MR. KING:  Richard King, counsel to NRG.  With me as witnesses we have Robert Cowan and Laurie O'Meara.

MS. SEBALJ:  As I understand it, VECC filed some written questions.  I don't know -- I don't know if you have anything by way of introduction, but -- which you can go ahead with and maybe we can start with answers to the written questions.
NRG – PANEL 1


Robert Cowan


Laurie O'Meara

Questions by Mr. Buonaguro:

MR. BUONAGURO:  Thank you.

I'm trying to figure out the quickest way to do this, because we have filed -- as you said, we have five or six pages of questions which were filed on Thursday.

I could read them into the record and have them answered that way, or we could perhaps make that document an exhibit, and then we could just refer to the question numbers as they appear on the exhibit, and then you guys could -- the panel could answer the questions orally.  Is that...

MR. KING:  Yes, let's do that.  Let's make the questions an exhibit.

MS. SEBALJ:  So we'll call it TC1.1.
EXHIBIT NO. TC1.1:  INTERROGATORY QUESTIONS FILED BY VECC.

MR. BUONAGURO:  Thank you.

So that means for anybody reading the transcript, you are going to need TC1.1 to understand much of what I'm going to go through, because those questions are going to be contained in that exhibit.

Then I'll turn over the questions.  So question 1 --


MR. KING:  As I said, John Todd and Martin Bennett aren't here, because they are giving a conference for the EDA today.  We had to discuss your questions with them on Friday.  We have answers.  Do you want the witnesses to read them in, or I can read them in?

MR. BUONAGURO:  Sure.  Either one; it doesn't matter.

MR. KING:  In terms of the answer to 1(a), we didn't think providing such a table would be possible for a couple reasons.  One, if we understood your question correctly, which was to start at Y minus 10, essentially, where Y is the current year or test year, and then apply the IR plan proposal from that point forward.  There are a couple of problems with that.

One, we don't keep our rate schedules from ten years ago.  We have to get them from the OEB archives.  Second, what we are proposing is an adoption of the IR plan on the electricity side, which wasn't around ten years ago.  So we're proposing to use the prescribed factors for inflation, Y factor, et cetera.  And those weren't around ten years ago.

So we didn't think a comparison could be done.

MR. BUONAGURO:  Okay.  Part (b), then?

MR. KING:  We can confirm (b) as the Board's current formulation for the average IRM3 adjustment.  We are proposing to adopt the Board's prescribed methodologies applicable or electricity distributors of comparable customer size.

MR. BUONAGURO:  So for NRG in any particular year of the proposed three-year term, the price cap adjustment will be GDPIPI less 1.2 percent?

MR. KING:  Correct.

MR. BUONAGURO:  Thank you.  Question 2 asks about offramps.

MR. KING:  Question 2, before we get into the specific (a), (b), (c), we are not proposing a weather normalized ROE.  That's not consistent with the electricity IRM3 process, which we are proposing to use.

I'm flying a bit by the seat of my pants, because I have never understood normalization anyways.

MR. BUONAGURO:  Okay.

MR. KING:  The one thing that we would also say, before we get into the specifics, is we note that the OEB requested deadband reporting in the 2011 RRR process, and we are also aware that Board Staff received various different calculations for this requirement and is are reviewing them.

We're proposing to use the Board's prescribed approach consistent with electricity distributors of comparable size for the calculation, should this be directed.

MR. BUONAGURO:  Is that a blanket answer to all of 2?

MR. KING:  No.  For (a) and (b), we can confirm both of those, subject to what I just said.

MR. BUONAGURO:  Thank you.

MR. KING:  For (c) we have -- our actual ROE we can trace back to 2006, and those are found in the evidence at tab 1, schedule 1 of Exhibit E3 through E7.  I don't know that we have weather-normalized ROE.

MR. BUONAGURO:  Sorry, you don't know if that's filed or you don't know if it's available?

MR. KING:  The actual ROE back to 2006 is filed, and that can be gleaned.

MR. BUONAGURO:  Right.

MR. KING:  But the weather normalized, I just don't know.

MR. BUONAGURO:  Is there someone who you can check that with? 

MR. BUONAGURO:  Is there someone who can check that with?  I mean, I'm presuming that either NRG at some point does that process or doesn't do it.

MS. O'MEARA:  That's a calculation that's done by ERA for us, and I believe they did it on the test year only in the last rates case.  So that's all we would have.

MR. BUONAGURO:  So you're saying in order to provide that information, someone would have to go back and do the calculation from scratch?

MS. O'MEARA:  Yes.  That's correct.

MR. BUONAGURO:  Thank you.

MR. KING:  In terms of (d), we also consulted not just ERA, but a previous rate consultant.

MR. BUONAGURO:  So it has been done in the past by somebody else?

MR. KING:  The previous rate consultant didn't know.

MR. BUONAGURO:  Sorry, did...

MR. KING:  Did not know.

MR. BUONAGURO:  But having gone through that, you are telling me the proposal going forward is not to use weather-normalized?

MR. KING:  That's right.

MR. BUONAGURO:  Then that takes us to (e), 2(e).  I think you are saying that you did the weather normalization for this rate case, I think is what you're telling me.

MR. KING:  For the test year.

MR. BUONAGURO:  For the test year.  So I guess the answer to that is whatever was implicitly part of the test year has been approved?  Or did you not need it for test year rates?

MR. KING:  We would have to get back to you on that one.

MR. BUONAGURO:  Okay.

MR. KING:  And is it. ..

MR. BUONAGURO:  Why don't we put it this way?

MR. KING:  I mean, (e) will be no.

MR. BUONAGURO:  Well, okay.  Seems to be a little bit of confusion about whether or not there is an NRG weather normalization methodology, and if so, whether it has been explicitly approved by the Board.

I understand what you are telling me is that your proposal going forward isn't to use weather normalization, or not, anyway, for the purposes of IRM that you are proposing.

So maybe we can leave it by way of understanding, just to check in to the history of NRG, see if it has established a weather normalization policy that the Board has actually approved, and leave it at that.

Which will require an undertaking number.

MS. SEBALJ:  We'll call it TCK1.1.

UNDERTAKING NO. TCK1.1:  to CONFIRM WHETHER NRG HAS ESTABLISHED A BOARD-APPROVED WEATHER NORMALIZATION POLICY.

MR. BUONAGURO:  Thank you.

Based on that, I want to ask you (f), which is to describe that methodology that we don't know about.

We'll wait for the undertaking.

So Question No. 3, which is a series of questions about Z-factors, if you want to go through those?

MR. KING:  Yes.

For 3(a), those were just examples, and we are not going to itemize or ring fence a particular set of Z-factors.  They're unforeseen events.  By definition, that can't be done, and we're not going to pin ourselves to any specific list.

We under -- the Board may prescribe Z-factors, adjustments from time to time, and we'll comply with those, but again, the intent here is to adopt the electricity IRM.  So to the extent they are prescribed for electricity distributors, anything with respect to Z-factors, we would adopt that.

MR. BUONAGURO:  Maybe I can clarify, then.  That's helpful.  Thank you.

In this proceeding, you're not seeking pre-approval of at least a concept of a particular Z-factor specific to NRG.  My understanding from that is that what you refer to is just examples, and they may or may not be Z-factors, depending on how the Board has treated those scenarios in other cases, or will treat them going forward for electricity companies?

MR. KING:  That's correct.

MR. BUONAGURO:  Then just for the record, one of the reasons we ask that question is, for example, loss of significant customer load was specifically dealt with by the Board in the Horizon case.  I can't remember the EB number; I think it's EB-2008-0131 or something like that --I can fix that if it's necessary -- where they identified loss of significant customer load, at least in the context that Horizon brought it forward as not being a Z-factor.

But I understand what you are saying now.  You are saying whatever is good for electricity companies for Z-factor-wise, we tend to think that will apply to NRG.

Presumably it will come forward on a case-by-case basis?

MR. KING:  That's right.

MR. BUONAGURO:  Thank you.  That's helpful.

Did you want to go through (b)?  Thank you.

MR. KING:  Again, that was just an example.  I'll give you an example of the storm in Goderich.  We just experienced a storm of similar magnitude that damaged our infrastructure, for example.  You could contemplate that being a Z-factor, but again, it's not -- we're not crafting any specification definition.

With respect to (c), the decommissioning cost, again, and it's an example, not -- and we weren't tying it to any particular facilities, any particular customers' facilities, or any system facilities.

We would to have to bring that forward and make the argument at that time.


MR. BUONAGURO:  Okay.  I'll take that.  Thank you.  And part (d)?

MR. KING:  Along the same lines as (c).

MR. BUONAGURO:  Thank you.  Question 4?

MR. COWAN:  4(a), no, our proposal is for 8.486 per MCF.

MR. BUONAGURO:  I see.  So you're seeking -- you're confirming, then, that you are seeking an increase from 6.8 to 8.486?

MR. COWAN:  Correct.

MR. BUONAGURO:  Thank you.

And then part (b)?

MR. COWAN:  Our answer is yes.

MR. BUONAGURO:  And part (c)?

MR. COWAN:  I'm reading here from the notes:

"NRG's proposal is as set out in Undertaking No. J1.12, which sets a floor price of 8.486 for MCF, which is the minimum selling of Corporate to Limited.  It would lock in its wells and wait for prices to rise from the current level if it didn't get 8.846."

This is an accommodation, if you will, by Corp. to Limited.  They have no desire to sell gas, other than to meet the needs that we have.

MR. BUONAGURO:  Okay.  Thank you.  Part (d)?

MR. COWAN:  Let me read what I have:

"System integrity gas may be required for more than cold spells.  The need is tied to customer demand, which can be influenced by a number of factors, including weather-related factors."

For example, in the grain drying business, the need for gas to meet those customers' needs depends very much on the year, how much rain, how late or early the crop is, and Limited has to anticipate those needs and ask NRG Corp. to provide the necessary system integrity gas.

There is, in addition, a need for Limited to avoid, if it can, the circumstance whereby it could have to buy gas from Union, which would set a new, if you will, high-water mark.

MS. O'MEARA:  An amount from Union that exceeds the daily demand quantity.

MR. BUONAGURO:  Okay.  So I think part of the answer - and I think this is helpful - you are saying that -- you mentioned weather being a factor, but when you talk about weather in this content, you are not talking about weather in terms of heating versus cooling seasons.  You are talking about weather in terms of how it affects loads from customers?

MR. COWAN:  Yeah.  In the grain-drying business, it's quite different year to year.

MR. BUONAGURO:  And that has nothing to do with heating days, for example?

MR. COWAN:  No.  And we have -- to some degree, we have to anticipate what the needs will be.  It's not always readily available to us.

MR. BUONAGURO:  Thank you.  Part (e)?

MR. COWAN:  My understanding, and I'm -- I don't have the specific personal knowledge, but NRG Corp. have no paid personnel.  They contract everything out.

MR. BUONAGURO:  Thank you.  Question 5?

MR. COWAN:  I have got quite a long spiel.  I'll just summarize it.  And keep in mind that I'm a new boy at NRG Limited so this --


MS. O'MEARA:  Do you want me to answer this one?

MR. COWAN:  Well, you're about the same duration as I am.  It's been several years since NRG Limited purchased gas from an unrelated producer.  The non-related gas producers in our area are, in our experience, unable to guarantee production on a consistent basis.

NRG has needed to maintain a consistent flow of gas for the reasons I gave you earlier, and so we rely on Corp. as a supplier of that consistent flow of gas.

MS. O'MEARA:  Just a couple things to add to that.  I had to go back five or six years to come back with the last time that we purchased from a third party, and it actually wasn't -- the purchase wasn't directly with that third party.  That third party sold to Union Gas, and then we purchased from Union Gas.

There's a couple of things -- you asked for a number of things in those questions, and we do not have any of that information.  I mean, other than just going -- we would have to undertake a huge study in order to get a list of who's in our area.  You would have to go up to farmers, knock on their door, you know, Who is out in your field producing?  Then you would have to look at how close they are to our system.

There's no -- none of these wells are piped into our system at this point in time.  So --


MR. BATTISTA:  Sorry, is that an answer to all questions?

MS. O'MEARA:  All the questions.

MR. BUONAGURO:  Or do you have any specific on --


MS. O'MEARA:  The only specific one we had was five or six years ago and the one that we actually purchased through Union Gas.

MR. BUONAGURO:  So let me just go through this a little bit.  For example, part (e) asks:
"Has NRG issued an RFP to potential suppliers for system integrity gas?"

I presume that hasn't been done in the last five years?

MS. O'MEARA:  No.  We have had no one come forward and request us to purchase gas from them.

MR. BUONAGURO:  You mentioned off the top that in your experience, or at least in NRG's experience, none of the suppliers that could supply gas could do so consistently.  Could you describe that a little more detail?

MR. COWAN:  There aren't commercial operations with gas to sell in our immediate area, other than Union.

MR. BUONAGURO:  My understanding from what I just heard is that in terms of, quote-unquote knowing this, it's because (a) you haven't purchased from anybody in more than five or six years, and even then it was in direct.

MS. O'MEARA:  Mm-hm.

MR. BUONAGURO:  And, (b) nobody in the area is specifically approaching NRG offering to provide this service to you?

MR. COWAN:  That is true.

MR. BUONAGURO:  And (c), you haven't issued an RFP either directly to potential suppliers that you may or may not know about, or generally just to see if there is any suppliers out in the last five or six years?

MR. COWAN:  We currently do not know of any suppliers.

MR. BUONAGURO:  I am taking it one step further, and maybe I'm presuming too much, but I would presume there would at least be a way to advertise a general RFP in the area, just to solicit inquiries from potentially qualified suppliers.

MS. O'MEARA:  I think that is a big question, potentially qualified.  You know, there's a cost to somebody to hook into our system, for one.  There is a probably - I mean, I'm just saying this because there is gas in that an area - a number of one- or two-well operators that do it for their own use.

So, again, you fall into the reliability, consistency and also the cost.  So, yeah, we could probably put something in the paper, but I don't think that's going to result in any reliable suppliers.

The other thing you have to remember is the price is so low right now that most one or two wells, they are supplying themselves, but there isn't a profit at this price.  So they would probably choose to shut in until the price did get better.

MR. BUONAGURO:  That's helpful.  Thank you.  What I'm getting the impression of, in terms of the situation, is based on the general knowledge of the area and the general market for potential suppliers, you don't think (a) there is probably that many, if any, that could do it, and (b), even if they could, they may not be interested based on the pricing scheme you would be offering.

MS. O'MEARA:  True.  You have to look at the consistency and reliability that is required for us to ensure system integrity.  And you can't just call up somebody and say, Okay, now we need it and this is how much we need.

If they are only a one- or two-well operation, they could be down for two weeks for service.  They might not have a consistent stream of productivity.  So there is a lot of "what ifs" or assumptions in your whole question that --


MR. BUONAGURO:  Let me just try to close it off this way.  It sounds like you don't think there is anybody out there that could do it, but I don't think you would also say definitively that there isn't?

MS. O'MEARA:  No, I don't think you could say.

MR. BUONAGURO:  And if there is, they haven't approached you in the last five or six years asking to provide the service?

MS. O'MEARA:  That's right.

MR. BUONAGURO:  Okay, I think that's good for that.  Thank you.

I think that takes us to -- I'm having trouble with my mouse.  Question 6?

MR. COWAN:  We confirm in the case of 6(a), 6(b), 6(c).

MR. BUONAGURO:  So the situations in those three sub-questions are as we've described?

MR. COWAN:  As you've stated them.

MR. BUONAGURO:  Thank you.

MR. COWAN:  Let me read (d) and (e), would you?  I've stated before that the quantum of gas that we need to maintain system integrity is not entirely weather dependent.  There are other factors.  And the use of that gas is based on our forecast need, and our experience says that you can't simply phone up the supplier of such gas and say, We're going to need it tomorrow.

They have got to have time to test their wells and make sure there are no blockages and confirm that they have the amount of gas that we're going to need available in the quantities we need, and when we need them.

So it's a bit of a guessing game to respond.

MR. BUONAGURO:  So just with respect to question (d) then, specifically, we've suggested that perhaps the facts support a conclusion that, October 2010 to September 2011, the gas year was colder than normal, and you have said maybe, but it may also be related to other factors, but you can't tell me which factors or allocate this result to either or one or more of those factors?

MR. COWAN:  That's correct.

MR. BUONAGURO:  And then part (e) asks you -- or I guess some of the information that would tell us how weather, and, therefore, how heating load may have affected --


MR. COWAN:  It would speak to one of the items.

MR. BUONAGURO:  Right.  Do you have the information requested in (e), the January 2011 heating degree days, the January 2010 degree days, and the January normal heating degree days?

MS. O'MEARA:  We could do an undertaking to that, but just to let you know that, as Mr. Cowan pointed out, it is a bit of a guessing game.  So I mean, you cannot -- you think it's going to be cold or whatever, you might go ahead and purchase the gas.  But looking at it after the fact is one thing.

So we'd be happy to undertake to give you that information, but I don't know how much value you'll get from it.

MR. BUONAGURO:  I'll take the undertaking.

MS. O'MEARA:  Okay.

MR. BUONAGURO:  So that's to provide the information requested at Technical Conference 1.1, questions from VECC, part 6(e).

MS. SEBALJ:  We'll mark it as TCK1.2.
UNDERTAKING NO. TCK1.2:  TO PROVIDE INFORMATION REQUESTED IN TECHNICAL CONFERENCE 1.1, VECC QUESTION 6(E).

MR. BUONAGURO:  Thank you.  And then that takes us to part (f).

MR. COWAN:  We confirm.

MR. BUONAGURO:  Thank you.  And part (g)?

MR. COWAN:  Well, it's a forecast.  Beyond that, I can't really explain that. 

MR. BUONAGURO:  Just to break it down a little bit, so you are saying it's a forecast, but can you tell us what factors led to the forecast being much higher, whether or not that turned ought to be the case?

Because presumably if you were doing a forecast and you are changing your requirements based on forecasting needs, you would have an idea of what new needs were driving that increased forecast.

MR. COWAN:  I think we better give you an undertaking with respect to that.

MR. BUONAGURO:  Okay.  So that's an undertaking to provide explanation as requested in Technical Conference 1.1, questions from VECC, question 6(g).


MS. SEBALJ:  And it will be TCK1.3.
UNDERTAKING NO. TCK1.3:  TO PROVIDE INFORMATION REQUESTED IN TECHNICAL CONFERENCE 1.1, VECC QUESTION 6(G).

MR. BUONAGURO:  Thank you.  That brings us to question 7. 

MR. COWAN:  Well, Ms. O'Meara has already made comment with respect to this matter, that we don't know of any reliable gas producers in the service area.  There may be individual wells here and there, but none, to our knowledge, are owned by corporate entities or entities that are in the gas production business.  And they really -- our experience is that the current pricing is such that there is very little interest in -- people are closing wells in.

MR. BUONAGURO:  Okay.  I guess, just in looking at the arrangement between NRG and NRG Corp., because there are no specified volumes, I guess, are we right to presume that, I guess at a high level, you are comfortable that whatever your requirement is, it's something that NRG Corp. can easily handle without conflict?

MR. COWAN:  I believe the answer to that is yes.  NRG is accommodating -- NRG Corp. is accommodating our need.

MR. BUONAGURO:  So up to now, there's never been a problem?

MR. COWAN:  That's correct.

MR. BUONAGURO:  That's what I hear from that.  Thank you.

But because there's no minimum requirement in the contract, it's hard for us to decide or to understand what you would need from a third party if you were going to enter into a similar contract.

MR. COWAN:  We think it's to our benefit to have no minimum.

MR. BUONAGURO:  Could you explain that?

MR. COWAN:  They supply the gas that we ask for.

MR. BUONAGURO:  Are they required to supply the gas you ask for, no matter how much it is?

MS. O'MEARA:  Well, there's a maximum amount that the wells will produce, obviously.  So they basically will -- my understanding is they say which wells they want on.  It's either wells in a certain area or all the wells.

So they determine that, but yes, it will max out at the actual maximum amount the wells will produce.

MR. BUONAGURO:  Okay.  I'm trying to describe you to why we're asking.  We are just trying to contextualize it.

What it sounds to me like is we deal with NRG Corporation.  We can ask them on any particular day for as much gas as we as need, because at least up until now it's never been a problem.  They've always been able to accommodate our needs.

MR. COWAN:  We don't use it except for the system -- the special needs.

MR. BUONAGURO:  Right.  And presumably in --


MR. COWAN:  We try to use that in the least amount that we can.

MR. BUONAGURO:  So what I understand from that is that whatever your need for system integrity purposes on a particular day happens to be or has been historically, it's been an amount which NRG Corp. has accommodated, and as far as you know, into the future will be able to accommodate, because of the size of their total operation; is that fair?

MR. COWAN:  That's correct.

MR. BUONAGURO:  But then in terms of just making inquiries as to why it is it has to be NRG Corp. and not somebody else in the area, presumably there is a break point where a company isn't of the same size of NRG Corp. and therefore couldn't -- or potentially couldn't -- provide on any particular day as much as you'll need.

But we haven't pinpointed what that size is, and therefore because we don't know what the size is, we can't say definitely any particular company that may or may not exist could provide gas, but not on a consistent base.  We don't know what amount they would have to be, to the point you could say they couldn't do it.

MR. COWAN:  Or whether they have the infrastructure.

MR. BUONAGURO:  Exactly.  Which is all fair, but I mean, for example, if I were to put to you the question:  Could a company with half the capacity of NRG Corporation on any particular day be able to meet your needs, I wouldn't know because I don't know how much NRG Corp. has to have in order to do it easily every day; right?

So if NRG Corp. suddenly had half its capacity, would they still be able to do it?  I don't know, because it's not something that -– it doesn't seem like it's something that's been put into the contracts in order to make sure that you can do it on a day.  And the reason it hasn't - and I understand why, I think - is that they are just so big and the system integrity purchases you make from them are so small relative to what they can produce on a particular day that you don't worry about it.  That's what it sounds like to me; is that fair?

MR. COWAN:  Well, I'm not sure somehow big they are. They have accommodated us.  They have provided the system integrity gas that we have needed.  They are reliable.

We don't know of anybody else that has the infrastructure available to us, and we think that it's the best possible arrangement that we can provide for our customers.

MR. BUONAGURO:  Thank you.

That takes us to the last question, Question 8. 

MR. COWAN:  Well, I think we've covered that.  We advise NRG Corp. how much we think we're going to need, and to get ready for the drying season that's coming up.  We've had a lot of rain, or we're experiencing a lot of rain.  The corn is going to come off wetter than normal, and we think that there's going to be a higher demand.

That's the sort of process that it takes.  So obviously, sometimes you hit it right, sometimes you don't. 

MR. BUONAGURO:  Then just to follow up to that, based on our previous very recent conversation about this topic, my understanding is that at least in the recent past, you've never provided that amount to NRG Corp. and NRG Corp. has said that's too much?

MR. COWAN:  Oh, no.

MR. BUONAGURO:  That's never happened, at least not in recent history?  Thank you.

MR. COWAN:  They have reminded us periodically that they wouldn't mind closing their wells in, but...

MR. BUONAGURO:  Thank you.  Those are my questions.  That takes us, according to the clock, to 10 to 6:00 –- no, 10 to 7:00.  I'm sorry, it really flew by.

[Laughter]


MR. COWAN:  Put in a long day. 

MS. SEBALJ:  Mr. Stoll, did you have some questions?
Questions by Mr. Stoll:


MR. STOLL:  I have a couple of questions.  I don't think I'll be very long here. 

MR. COWAN:  Bear with me until I find your questions.

MR. STOLL:  I didn't ask any for today.  I left voice-mail with Richard about one question regarding some weekly observations, and I understand he has a response.  And I understand Ms. O'Meara has the response from Jack.  I don't know if --


MR. COWAN:  I found it.

MS. O'MEARA:  I'm reading it off of this -- okay of the --


MR. STOLL:  I was going to actually let her read the question from your e-mail so you would have the phraseology right, rather than me missing.

MS. O'MEARA:  It was:
"To provide a greater explanation of the internal costs on the weekly inspections, what is done and how tracked."

And the answer is:
"Regarding the line item pertaining to weekly observations of the 6-inch dedicated line for IGPC, we derive the line weekly and our overall cost estimate is based on a rate of $60 per hour allowing four hours total for each week to carry out this function.  We have attached a quotation from Heat Tech Solutions carry out inspections as an independent third party."

Okay.  So basically I think the first sentence answers your question.

MR. STOLL:  Right.

MS. O'MEARA:  I think that's it.  Are you okay with that?

MR. STOLL:  I'm okay with that.  So your own internal employees are doing that.  Were those employees, when we did the phase 1, expected to be doing other work that's counted elsewhere in, like, the general O&M?  I'm just wondering if there's -- like, the $12,000 cost is really a shift from other -- over directly to my client, because there is no extra body or -- that's been added or anything for this task?

I'm trying to win one here for you, Mike.

MS. O'MEARA:  We'll have to give an undertaking to that.  I honestly don't know the answer.  I would be guessing.

MR. STOLL:  And on the third party observations, it's the line item below that in the table in the first undertaking -- or the first interrogatory we have asked.

MS. SEBALJ:  Scott, in the meantime, did you want me to mark that undertaking?

MR. STOLL:  If you could, Kristi, sorry.

MS. SEBALJ:  Undertaking TCK1.4.
UNDERTAKING NO. TCK1.4:  TO explAIN internal costs for weekly inspections 

MS. O'MEARA:  I've got it in front of me.

MR. STOLL:  I was waiting for you to find it before I asked.  And there's costs identified for each of 2009, 2010 and 2011 for third party observation.  Can you tell me who the third party was and whether there was -- whether those parties were invoiced for those costs?

MS. O'MEARA:  I have to give you an undertaking for that as, well.

MS. SEBALJ:  TCK1.5.
UNDERTAKING NO. TCK1.5:  TO IDENTIFY THIRD PARTY AND WHETHER THEY WERE INVOICED.

MR. STOLL:  And that's the extent of my questions.

MS. SEBALJ:  I guess that leaves Board Staff.
Questions by Mr. Viraney:

MR. VIRANEY:  So I just have a few questions on IR responses.  First is the system integrity study.  Did this system integrity study look at other distribution wells that's could provide gas to the southern service area?

MS. O'MEARA:  Other than NRG Corp.

MR. VIRANEY:  Yes.

MS. O'MEARA:  I think that was probably answered in one of the questions we answered with VECC.  We are not aware of any other third party out there that could service our needs on a consistent, reliable basis at this time.

MR. VIRANEY:  I believe NRG Corp. has 44 wells; is that correct?

MS. O'MEARA:  That's a good estimate.

MR. VIRANEY:  Does NRG receive gas from all the 44 wells?

MS. O'MEARA:  At some points during the year, if required.

MR. VIRANEY:  And are all of these wells in the southern service area?

MS. O'MEARA:  No, I don't believe they are.

MR. VIRANEY:  So can you provide the number of wells in the southern service area?

MS. O'MEARA:  I'll take an undertaking for that.

MS. SEBALJ:  It's TCK1.6.
UNDERTAKING NO. TCK1.6:  TO PROVIDE the NUMBER OF WELLS IN THE SOUTHERN SERVICE AREA.

MR. VIRANEY:  And I just have some questions on the cost of the alternatives identified in the system integrity study.  I believe you had alternative number 1, which was 23-kilometre 4-inch steel pipeline that be costing approximately 7.6 million.

Would that be correct that the total cost would be around 10 million?  Is that the amount you would be working from?

MS. O'MEARA:  I know there is a detailed support for that number that was done by our consultants.  I just don't happen to have it with me.

MR. VIRANEY:  Because you have provided some calculations - that is Interrogatory No. 5 - and I'm just wondering:  Is that the amount that you were working from?  Because item 4, which says that it's 25 to 35 percent, is added to the cost of the pipeline?

MR. COWAN:  I know you won't believe it, Khalil, but I found some information.  Apparently there's a more recent memo.

MS. O'MEARA:  I'm sorry, can you say your question again?

MR. VIRANEY:  So you have -- in the system integrity study there are three alternatives.  Alternative number 1 is the - obviously it's the cheapest one - the 23-kilometre 4-inch steel pipeline that would cost 7.6 million, and then you add other costs which you are saying are around 25 or 35 percent.

I'm wondering, that approximately $10 million is the amount you are working from?

MS. O'MEARA:  Yes.

MR. VIRANEY:  If you had to, say, construct this pipeline, would you be requiring the entire $10 million as financing or would there be some equity portion?  Can you elaborate on that?

MS. O'MEARA:  I would think the intent would be to have 100 percent financed.

MR. VIRANEY:  The entire $10 million?

MS. O'MEARA:  Mm-hm.

MR. VIRANEY:  Have you approached any financial institutions asking them if you would be able to borrow the $10 million?

MR. COWAN:  No.

MR. VIRANEY:  Can you get an undertaking -- you can approach a financial institution to even kind of get some information whether you would be able to get that $10 million, or is it --


MR. COWAN:  Well, that's not something we really feel inclined to do, absent the absolute need to build such a pipeline.  We think that the way we're dealing with it is the most advantageous, the best possible way to deal with it from the standpoint of our ratepayers.  And when you go to a bank and make those kinds of requests, you open up all kinds of other considerations that then have to be examined, including, as happened when we built the six-inch pipeline, significant capital input from the shareholders.

MR. VIRANEY:  In response to IR No. 5, you have provided the rate impact, the approximate rate impact.

Can you provide the detailed calculations for the revenue requirement that would be added as a result of the pipeline?

MS. O'MEARA:  Yes.  We can take an undertaking to do so.

MS. SEBALJ:  It's TCK1.7.  
UNDERTAKING NO. TCK1.7:  to PROVIDE DETAILED CALCULATIONS FOR REVENUE REQUIREMENT THAT WOULD BE ADDED AS A RESULT OF THE PIPELINE.

MR. VIRANEY:  The system integrity gas, the pricing for system integrity gas, I believe the current arrangement is temporary; that's the Board-determined price.

What price are you seeking going forward?

MS. O'MEARA:  I believe it was answered previously in the -- we referred to the one undertaking where the proposal, NRG Corp. pricing proposal, was put forward.  So it was at the 8.486.

And then there was other calculation within that, where it would stay at that fixed price, up to, I believe, $10.

MR. VIRANEY:  Okay.  And what premium would this be over the current price of gas? 

MS. O'MEARA:  We would have to have an undertaking, But by "current price" can you be a little more specific, so when we answer the undertaking --


MR. VIRANEY:  Like the current price that would be from Union Gas that you would purchase from?

MS. O'MEARA:  We don't purchase gas from Union.  We purchase gas -- 


MR. VIRANEY:  Yeah, but it's the Parkway delivery price that's in your QRAMs.

MS. O'MEARA:  So the shale from the shale report? 

MR. VIRANEY:  Yes.

MS. O'MEARA:  Okay.

MS. SEBALJ:  It's TCK1.8.
UNDERTAKING NO. TCK1.8:  TO PROVIDE Union PRICING and PREMIUM FIGURES for shale gas


MS. O'MEARA:  Khalil, we've got Parkway and there's two different price sources that we use, so we'll give you both.

MR. VIRANEY:  Yes. 

MS. O'MEARA:  Sorry, just one more clarification.

Would that be based on a one year out, on the current daily three-month contract?  There's different prices for different --


MR. VIRANEY:  Three-month.

MS. O'MEARA:  Three-month?

MR. VIRANEY:  Please.  


This is IGPC IR No. 1; that's the pipeline maintenance cost.

I'm just looking at this table that has been completed, and I'm just looking at one of these costs that is "Community Awareness," and you have an amount of 8,500.  And the note is that it is to be scheduled.

So when would such an expense occur?  Like, are you expecting this to occur in 2012 or...

MS. O'MEARA:  I would expect any time within the – 


MR. VIRANEY:  So would it occur every year thereafter? 2012, 2013?

MS. O'MEARA:  I believe that was pointed out that this was annual expense.

MR. VIRANEY:  Now, this 8,500 has not occurred for the three years, so it is some kind of an adjustment in cost?  Or is it in the fourth year, you'll have a cost of, like, 34,000 or something?

MS. O'MEARA:  No.  When they gave it back to us, they said this was an -- we asked them to supply which ones were done annually, and this is one that should be done annually.

So it's an $8,500 cost annually, and it hasn't been done in the past.  And there won't be a catch-up, no.

MR. VIRANEY:  So there won't be a catch-up.  So the years you have missed, there is no adjustment for that?

MS. O'MEARA:  No.

MR. COWAN:  No, that's correct.

MR. VIRANEY:  Similarly, it's the same for that emergency response?  It's $18,000; it will occur every year from next year onwards, is it?

MS. O'MEARA:  Correct.

MR. VIRANEY:  And it's the same thing?  It's not been -– there's no adjustment for the fact that it's not occurred for three years?

MR. COWAN:  No, there will be no catch-up.

MR. VIRANEY:  Thank you. 

MS. SEBALJ:  Anything in redirect? 

MR. KING:  No.

MR. STOLL:  No.

MS. SEBALJ:  All right.  I think that, unless anyone is jumping up, I think that is the end of the technical conference portion.

Thank you, Mr. Cowan, Ms. O'Meara.

According to the Procedural Order, we now roll into a settlement conference, so we'll go off the record.

--- Whereupon the conference concluded at 11:07 a.m.
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