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--- On commencing at 9:35 a.m.

PANEL 1:  PROJECT OVERVIEW, RESUMED


Barbara Gardiner, Sworn Previously


James Gregory Grant, Sworn Previously


Sandra Elizabeth Guiry, Sworn Previously


Bryan Robert Goulden, Sworn Previously


Trevor Maclean, Affirmed Previously


MR. SOMMERVILLE:  Thank you.  Please be seated.


Are there any preliminary matters before we begin?

Preliminary Matters


MR. CASS:  Mr. Chair, just one small preliminary matter, if I may.  There was a filing yesterday distributed to parties.  In addition to the undertaking responses I've already referred to, it included two new undertaking responses.  Those are responses to undertakings J1.3 and J1.4.


MR. SOMMERVILLE:  Thank you.  I wonder if we could make sure that the Panel has those undertaking responses.  The Panel does not have J1 and J2 responses at this point.


MR. MILLAR:  We have some of them right here with us and we will make sure you have the whole set.


MR. SOMMERVILLE:  Thanks very much.  On an ongoing basis it would be helpful if, when those undertakings are answered, that those answers come directly to the Panel, as well.  Thank you.


MR. GOULDEN:  Mr. Chair -- I told you I wouldn't learn until the end.


I had one other preliminary matter, and that was when Mr. Millar and I were speaking the last time we were here, he had made a reference to our QRAM price at transcript reference 158 and 159.


We had talked about a price of around $4.00, subject to check.  I've checked the number, and, just for clarity, Union's current Ontario landed QRAM price, so that is at April 1st of 2012, is $4.665 per gJ.


MR. SOMMERVILLE:  Thank you.


MR. THOMPSON:  Mr. Chair, I have -- oops, sorry.  I had a preliminary matter I would like to speak to, if I might.


MR. SOMMERVILLE:  Please.


MR. THOMPSON:  It stems from remarks Mr. Cass made last day about the questions of a policy nature should be put to this panel, and it also stems from this panel's preference that I put questions with respect to conventional gas procurement to panel 3.


I have a policy question related to that topic and I thought, having regard to Mr. Cass's remarks, perhaps I should put that on the record, and then let the company decide whether this panel should answer it or whether panel 3 should answer it, if that is acceptable to you.


MR. SOMMERVILLE:  That seems to make sense, Mr. Thompson.  All right, thank you.


MR. THOMPSON:  Let me just give you the premises for the question.  They are these.  First of all, the first premise is that the gas commodity procurement market is completely competitive in Ontario and has been so for many years.


The second premise is that the proposal the companies are making and asking you to approve is, in substance, one that would have you introduce a regulated segment of this gas procurement market.


And the third premise is that the proposal is incompatible with section 29 of the OEB Act, which mandatorily requires the OEB to refrain from regulating where competition is sufficient to protect the public interest.


My question is:  Did the companies consider whether their proposal contravened section 29 and, if so, what is the company's response to the proposition that it is incompatible with section 29?  And, as I say, I would be happy with a response later from this panel before they leave or from panel 3, whatever suits the company best.


MR. SOMMERVILLE:  Thank you, Mr. Thompson.


Mr. Millar, when we left off, you were not entirely sure that you had completed your cross-examination.


MR. MILLAR:  Yes.  I think I have completed, Mr. Chair.  I understand the Panel has questions, but I am done.


MR. SOMMERVILLE:  Thank you.

Questions by the Board


MS. CHAPLIN:  Thank you.  I have a variety of questions, and the first area I want to ensure I understand is how the customer impact varies with changes in the competitive market price for gas.


So as I understand it, and the way the application been explained, is that given the price -- the market prices that were in place at the time you were developing the proposal, you determined the maximum purchases, which would take place by the end of the five years, on the basis of keeping the residential customer impact to this average of $18 as being the premium, shall we say.  Do I have that correct?


MR. GOULDEN:  Yes, you do.


MS. CHAPLIN:  Okay.  So am I correct that if the market price for gas were to rise above the levels that underpin the proposal, the maximum volume that you are proposing to buy would still be in place, and that the result would be that the customer impact would be lower than the $18; is that correct?


MR. GOULDEN:  Yes, that's correct.


MS. CHAPLIN:  Okay.  So what I want to ensure I understand is the opposite of that.


If for some reason the market prices go below what they are now, does the maximum volume still -- you will still be committed to purchasing up to the maximum volume and, therefore, the customer impact will rise above $18?


[Mr. Goulden and Mr. Maclean confer]


MR. GOULDEN:  Yes, that's correct.  In our testimony, we've made reference to the competitive -- sorry, the conservative nature of our analysis, and I won't go into a lot of the details, but, effectively, in terms of the analysis we did on the customer impact, we assumed that the price we would be paying for RNG was the mean or the average of the first block for both of the anaerobic digester gas at $17 and the landfill gas at $13.  So an average of $15, which is at page 21 of our evidence.


What I meant -- what we meant when we refer to conservative is, to the extent those projects are bigger than just the first block and it is our expectation that many of them will be, then, in fact, the average price will go down -- could go down significantly, because as you get more volume in the second block, that average $15 would be much less than that.


So perhaps that gives a bit more sort of perspective with regards to the analysis.


MS. CHAPLIN:  So to the extent a greater proportion of the maximum volume is purchased, for example, at the $6.00 price, the customer impact would be substantially less than the $18, or...?


MR. GOULDEN:  That's correct.  So in terms of the proposal, for example, with regards to landfill gas, we have identified the first block is at $13 per gJ for the first 150,000 cubic metres.  So to the extent a large landfill gas project were to come on line and it were to be 300,000 gJs, for example, then the average price we would pay would be the average of the $13 first block and the 150,000, and the second block of $6.00.  So we would pay an average of $9.50 in that particular case.


So it tends to drive the numbers down, but, again, we wanted to be conservative in the approach we took to determine the rate impact.


MS. CHAPLIN:  And one of the primary benefits that's identified is this notion of a reduction in greenhouse gas emissions; that's correct?


MR. MACLEAN:  Yes, that's correct.


MS. CHAPLIN:  I'm sorry to ask you rhetorically.  I do understand that from your evidence that that is the position.


But what I am trying to understand is, from -- and this may be partially a question for the technical panel, but it was my understanding that landfills of any size are flaring -- are required to flare or capture, in any event.


So am I correct that you have acknowledged that in those instances, while it may be a better use for the gas than flaring it, it doesn't actually result in a greenhouse gas emission reduction?


[Mr. Goulden and Mr. Maclean confer]


MR. GOULDEN:  We had lots of discussion throughout the hearing about just that issue, and probably one of the more helpful references might be with regards to our response to Pollution Probe Interrogatory No. 1.  You may recall we had lots of discussion about sort of the range of impacts, and that's - we had a discussion about whether it is substitution only or it is also to do with substitution and emission reduction.

So to your question, with regards to a landfill site where there's already a requirement that you capture and flare the gas, then the greenhouse gas benefit would be because you're substituting natural gas, which would come from conventional wellheads, with RNG.  So that would be the substitution part of the value, as opposed to the substitution and reduction, emission reduction value.

With regards to landfills, the regulations are also, as I understand it, clear with regards to larger landfills.  They're not so clear with regards to some smaller landfills and closed landfills and all of that stuff.  So there is some potential for emission reduction benefits for the smaller landfills, but as you've correctly identified, for the larger ones the impact would be substitution only, because it is already captured.

But there is still a net benefit, as we identified.

MS. CHAPLIN:  Right.  And this is sort of a more nebulous question, but what we have on the record are the current low gas prices, and I guess as a result of general knowledge we are aware of shale gas developments and the various forecasts of the ongoing influence that might have on gas prices.

So they are at historic lows and potentially will remain at historic lows, although we all accept that forecasting is, by its nature, inaccurate.

Is that a fair kind of assessment?

[Mr. Goulden and Mr. Maclean confer]


MR. GOULDEN:  To be helpful, it's probably more appropriate that Mr. Maclean and I actually defer to the gas supply witnesses who will be up on the third panel, because they've sort of forgotten more than we know about some of this stuff.

MS. CHAPLIN:  Okay.

MR. GOULDEN:  And I think they can be responsive to your question.

MS. CHAPLIN:  Fair enough.  Then I will move on to what I was really trying to get at, which is you have explained your proposal in terms of, in order to have the best chance of enabling the market, you are seeking to offer opportunities to a wide variety of potential participants, including very small ones, for which you are proposing to pay a very hefty premium over the market price.

And what I am wondering is:  To what extent did you assess the potential of, given the low price of gas, whether or not that was the best -- whether an alternative approach would have been to be focussing on enabling those which would be most likely to be able to compete in the short term with market price of gas, as opposed to this very broad approach you're taking?

[Mr. Goulden and Mr. Maclean confer]


MR. MACLEAN:  I think your question kind of goes back to some of the questions yesterday, and I think Board counsel actually raised a very direct, straightforward question that the easiest thing to do would be to simply reduce the number of pJs or total throughput.

And that would be one way to address the total impact.

Your question, I think you raised yesterday something similar, which is:  Are there other things that you should be looking at in terms of, I will call it, efficiency, or get as much as you might be able to get for the dollars spent?

And I think we can probably be a little bit more responsive to that today.

If we look again at the chart, one way in which you could do that, for instance, is you could decide that you wanted to put, within any volume limit you wanted to, you know, exercise a preference for the lower price, and the way to do that would be to say, say, 75 percent would come from landfill and 25 percent would come from AD, for instance.

So it is very difficult for us without knowing each individual project, because you may have a project based upon volume that looks really great, but it is really far away from the distribution system.  So it is very difficult for us to account for any individual project.

And that raised difficulties in terms of the modelling, on how do you model something and actually offer a program that is understood by potential proponents in the marketplace.

So we kind of tried to simplify it and allow for a range, but I think we would admit your point, which is that ultimately by enabling a full range, you are not necessarily limiting the lowest possible things.  And in fact, we put relatively low hurdle rates for the column on annual break point.

But what we were trying to suggest earlier on in our response is that many of the projects would actually be well above that low hurdle rate, so they would get into the second block.

So it is a bit of the yin and yang; there are ways in which you can address that, I think, by changing the hurdle rate or by saying:  Do you want 75 percent or some other number to come from a certain type of source?

So I think there are levers.  We acknowledge that it is very difficult to model all of the moving parts at the same time.

MS. CHAPLIN:  Okay.  Thank you.  Now, I would like to come back for a moment to the customer survey.

And we have heard -- you know, we have heard the evidence of how the majority of customers support the purchase of biomethane up to a certain -- given the impact on their rates, that they are prepared to accept a certain amount of increase for the purposes of purchasing this amount.

But at the same time, the evidence we've heard is also that if the program were structured as an opt-in program, it would be very difficult to actually get customers to make that choice.  That would require a lot of marketing and there would be a great deal of uncertainty around the potential success.  Is that a fair encapsulation of...?


MR. MACLEAN:  Yes, I think that is a very fair summary.

MS. CHAPLIN:  So am I correct that the conclusion we can draw from this is that consumers support this, but only in a very passive sense, in that if their bills go up because this is happening, they're probably okay with it, but they won't actually choose it; they won't actually take action?

[Mr. Goulden and Mr. Maclean confer]


MR. GOULDEN:  I think the way you have described it is consumers support the consent, and the issue is:  How much do they support it and how actively do they support it?

You know, that is why we did the market research.

The only thing I would note with regards to pricing is the $18 per year, which is a lot of money and we don't take lightly, relative to the volatility of our QRAM pricing, is very small.  Again, that is not to say it is something which we take lightly, as being -- you know, being imposed on our customers.

So we think it is -- they do support it, but the question is, I guess, how actively they do support that.

MS. CHAPLIN:  I guess that is what I would like to ensure that I understand the company's positions, and how
-- what their view is as to how the Board should sort of interpret and/or kind of apply that knowledge, so to speak.

In other words, is the fact that this sort of passive acceptance -- is that a sufficient indicator of customer support?  Because I guess I just juxtapose that with the evidence which has been given, which is if we had to get customers to sign up for this, it probably wouldn't work.

So I am sort of left wondering, you know, how -- what your view is as to why it is appropriate to adopt a:  Well, it is okay, because the survey says they're okay with it.

[Mr. Goulden and Mr. Maclean confer]


MR. MACLEAN:  I think it is a great question, and I think it probably is worth stepping back for a minute and looking at things from a consumer's perspective.

Energy is difficult to understand at the best of times.  There is a lot of moving parts, and I know certainly before I became involved in the energy industry, it was very difficult for me to say I understood all of the different parts of it.

So I think we need to acknowledge that to begin with, and what we're doing here is potentially introducing something completely new into a system that already has lots of moving parts.

So I think we should acknowledge that it is difficult for customers to really analyze all the different elements of a program.  So what we've done really is said:  Do customers understand something very basic, which is a set of potential benefits at a potential premium?  And that is what we focussed on in terms of asking them questions in a survey.

In a practical manner, though, in terms of finding customers, how do you find which ones out of a very large population?  How do you do all of the things that are necessary to educate them on all of the intricacies of a program, and then actually get them to sign up and abide by the various rules that we have for -- rules that are in place to protect customers for gas marketing in this province?

I'm just suggesting it is more complex and difficult, both for the people marketing and also for customers, and that's why we have rules that we do have.

And it is not impossible.  It is just pretty expensive.

MS. CHAPLIN:  Okay.  I have just two more questions.

One, you have various -- there was a slide in various versions of the presentation which identified where there are biomethane facilities in the United States.  I think there were -- the map showed in New York and Ohio and Pennsylvania, and also in the UK and some European countries.

What can you tell us about the sort of financial or contractual or structural arrangements for those projects, in terms of how that gas enters into the system and makes its way to customers' bills?

[Mr. Goulden and Mr. Maclean confer]

MR. GOULDEN:  Regarding your questions on details about the projects that are in other jurisdictions, specifics can perhaps be answered by the technical panel in terms of the specific project and sort of how they work out.

Our awareness, in terms of looking at it, is there's a multitude of sort of approaches that have been taken with regards to, you know, what are the market mechanisms.  So, for example, you know, we're aware in California they've got some renewable portfolio standard-type approaches.

But there is not what I would call a single approach that's been taken in any sort of number of jurisdictions, and, consequently, with regards to sort of where we went, we were -- we wanted to learn from those other jurisdictions, but we're not sure that we can necessarily point to another jurisdiction and say that is exactly what we're proposing for Ontario, based on a multitude of considerations.

MS. CHAPLIN:  Is your proposal similar to any of the other ones you are aware of? I mean, I think we have a pretty good understanding of the BC example.  Other than that?

[Mr. Goulden and Mr. Maclean confer]

MR. GOULDEN:  There are elements that are similar, but there isn't a model which we can point to and say that's just the ticket for us.

But I think maybe the technical panel could be more responsive in terms of the specifics that they looked at.

MS. CHAPLIN:  Okay, thank you.

And just finally, yesterday -- not yesterday -- Tuesday Mr. Thompson was asking you some questions, and he took you to the Board's policy on long-term contracts and he inquired whether or not it was applicable to the situation, and I believe you answered that, in your view, it was not.

I would like to know why you came to that conclusion.

MR. GOULDEN:  In our understanding, the existing guidelines don't contemplate this situation, and we're not seeking preapproval of contracts.  Rather, we are seeking, in this application, approval of the long-term cost consequences of the program.

So, from our perspective, the guidelines don't apply for those reasons.

MS. CHAPLIN:  But the guidelines also contemplated long-term approval for cost consequences, not just the contracts or not necessarily the contracts.

I guess if I was to look at the policy in kind of a broader sense, I'm just -- I guess I am interested in your views, because the policy -- one of the statements in the policy is something to the effect of long-term contracts in relation to supporting the development of new natural gas infrastructure.

And I am wondering if you would view your proposal as, in any way, intersecting with that concept.

[Mr. Maclean and Mr. Goulden confer]

MR. GOULDEN:  I am trying to be responsive, but I recognize I'm a little bit over my head in terms of the legalities.

It is our understanding that the long-term contracts don't apply, and we will leave it to our argument as to sort of the legal explanation of why that is the case.  I can't really provide a whole lot more context, because I don't have, frankly, much expertise in that.

MS. CHAPLIN:  Okay, thank you.  Those are my questions.  Thank you.

MR. SOMMERVILLE:  Ms. Hare.

MS. HARE:  I would like some clarification on the undertaking responses that you filed this morning.

One is J1.3, when you say for a typical commercial customer under Rate 6 you used 22,606 as the annual impact.

Now, what I would like to know, is that -- Rate 6 is quite a heterogeneous rate class, including some small commercial customers and larger commercial customers.

I could be very wrong.  This is why I am asking you the question.  I am thinking that the larger customers in Rate 6 are actually not on system gas.

So what I want to understand is, the 22,606, is that the average for the class or is that the average for the system gas customers in the class?

[Witness panel confers]

MS. GUIRY:  Sorry, we are a little confused about which undertaking you are referring to.  Is it J1.3?

MS. HARE:  That's correct.

MS. GUIRY:  That's not mine, so I don't know what this is.

MR. CASS:  Ms. Hare, this may be a little presumptuous on my part.  I am wondering whether the bill impacts panel could address your question.  I am not sure, but just to save some time, I am throwing that out as a possible --


MS. HARE:  Just to make my question clear, 3,064 for residential customers is kind of the norm of what we use, and 22,606 is kind of the norm of what we use for Rate 6.

But my question really is:  Is that actually the average for Rate 6 customers on system gas?  Maybe there is no difference and maybe there is, but I think - but I could be very wrong, so I am asking the question - whether or not the larger Rate 6 customers are not on system gas, and so that that average is not correct?

MR. CASS:  Yes, I think I understand your question very well, and it is a good question.

MR. MACLEAN:  And I think we understand it very well now, and I think we would like to move that to the third panel, which I think is equipped to be able to answer that.

MS. HARE:  Okay.  Then I have a question on J1.4.

Am I correct in -- is the percentage support from commercial customers -- when you include "somewhat support" and "strongly support" is something like 61 percent -- that's less than the support from the residential customers at 2 percent, isn't it?

MS. GUIRY:  I believe that's correct.

MS. HARE:  I am looking at page 2 of 3, question 11, and I am looking at "somewhat support," 33.8 and "strongly support," 28 percent.

Is that less than the support from residential customers at 2 percent?

MS. GUIRY:  Yes.  I believe the residential support number at 2 percent is 67, and among commercial, it is 62.

MS. HARE:  Okay.  Thank you.  My last question is dealing with the pace of the proposed program.

The evidence in this case is that biomethane being introduced in the distribution system is a fairly new proposition, at least in Canada.  And in fact, I think that your evidence was that there are only two existing projects.

Yet you propose a fairly aggressive timeline, with signing up contracts with prospective generators over a five-year period.

So what I want to know is:  Why the five-year period?  And what would be the implications of a shorter period, in which you would sign only a few producers onto the same 20-year contract that you are suggesting, but using those as a pilot?

In other words, would you consider signing contracts in each of your franchise areas, Union and Enbridge, for example, four contracts only, one for a large landfill, one for a smaller landfill, one for a municipal anaerobic digester facility, and one for a larger, privately-owned anaerobic digester facility?

My question, then, is:  What do you perceive to be the downside of proceeding in such a staggered way, with an option to come to the Board after, say, a three-year period, and request -- if those four facilities in each of your franchise areas are successful -- to come to the Board and then ask for a larger program?

The other point that I want to say is -- I don't mean to pre-empt your answer, but I think your evidence on the need to enable a biomethane industry is on the record.

So I am really focussed on what the downside would be to the utilities to proceed in a more measured manner.

[Mr. Goulden and Mr. Maclean confer]


MR. GOULDEN:  We will try and be responsive without a whole lot of information you have already heard, Ms. Hare.

From our perspective, first of all, you asked a couple of questions, one about why the five years.

MS. HARE:  Mm-hmm.

MR. GOULDEN:  The why the five years is because it takes, in our view, 18 months to two and a half years to get a pilot up and going.  So if we had an agreement today, it would take sort of that amount of time to get things up and going.  So that is why we chose five years, because when you get -- by the time you get some projects up and going, you don't want the project -- by the time you get a very small number of projects, you don't want, necessarily, the program to end.  So that is the five-year piece.

With regards to your question about pilots and sort of examples or demonstrations, from our perspective there is value in demonstrations, but the technology has already been demonstrated.  It is available.

It doesn't happen to be available for all types of facilities in Ontario feeding into the natural gas market, but there is lots of applications, for example, that are generating electricity.

So the anaerobic digester part is proven technology.

The distinction we would make with regards to the biomethane option is, in fact, you need to clean the gas and then you need to inject it into the system.

We are good with regards to the technology for injecting into the system because that is our business.  With regards to cleaning the gas, there is about three different types of technologies available.

So a pilot project would allow for more information, but it wouldn't allow the industry to get established.  It would simply allow more what I will call demonstrations.

So it wouldn't actually get it off the ground.  It would simply be more demonstrations.

Did you want to add anything?

MR. MACLEAN:  No.  I think you have pretty much nailed the key point.

I think our approach to this is that we already know that it can work, we already know that projects can input gas.

And so what we are trying to do is move a little bit beyond that.

MS. HARE:  But this is my concern.

You know that, based on experience elsewhere.  You've not done it.  And yet you are asking the Board to pre-approve a number, and we don't know what the number of projects would be because you have made it clear that you want small unsophisticated, large sophisticated, a number of players.

But you have no experience in this, and so I am concerned about the Board pre-approving something where you actually don't know how it is going to work, and the premiums may be significant.

That is my concern.  So please address that.

[Mr. Maclean and Mr. Goulden confer]


MR. MACLEAN:  I think it is a very valid concern and position that you have articulated.

And I think from our point of view there is probably a halfway approach here, where we could have a program with the expectation of something larger which we are trying to do, which would be a signal to the industry, but we could have a review period after a certain number of projects, just to establish that everybody is on course and we are meeting expectations and that we are addressing some of the concerns that you raised, which I think from the Board's perspective certainly make sense to us.

MS. HARE:  Thank you.

MR. SOMMERVILLE:  Just a couple of questions, please.

Ms. Guiry, this is for you, I think, or perhaps Mr. Goulden and Mr. Maclean.

I am looking at Exhibit B, tab 1, appendix 3, which is the Ipsos Reid report.  At page 16, these are the reasons for support of biogas in the residential sector, I believe.

If I look at the numbers -- or, pardon me, the reasons, I see reason number one is:  "Good for the environment," and we have 25 percent that represent, that take that view.

And then the next category, which is at 21 percent, says:  "It hopefully saves me money."

I am trying to reconcile the rest of the report with the idea that when they express support for the -- support of biogas, the sizeable number -- and it is -- the same thing is true in the commercial side -- a sizeable number said:  I hope it saves me money, and that is part of the reason why I am supporting the program.

How do we reconcile that?  What do we draw from that?  Do we see a straight line from that to support for the program generally?

[Witness panel confers]


MS. GUIRY:  The way I would respond to this is to think about the order of the questions.  And it is true that this reason for support, 19 percent do say, Hopefully it will save me money.  And that comes fairly early in the survey.

I think it is -- we can take away from that that a certain percentage of respondents don't have a good understanding initially of what potentially the costs would be, whether they would get a savings or whether there would be a cost, additional cost.

I think the more pertinent point is, then later on, when we explain the process and explain the cost, we then ask them:   Knowing this, would you be willing to pay or would you support the utility paying, if it meant a price increase?

So I can see your point, but I think that it is important to appreciate that clearly there's some education that needs to be done with this audience, but the fact of the matter is that when the pertinent question was posed, I think it was clear and they made a judgment call based on that proposition.

[Witness panel confers]

MS. GUIRY:  My fellow panellist is just encouraging me to recommend that we look at page 19, where the data shows the support at the four premiums levels and the 2 percent support -- or the 2 percent premium being a 67 percent support among the residential and, among the commercial, as was pointed out a moment ago, is 62 percent which, between the two of them is actually not a significant -- statistically significant difference.

MR. SOMMERVILLE:  Right.  Okay, I understand the subsequent questions, they seem to take a different tack.  What that all means, I guess we have to sort of sort out to some extent.

Mr. Grant, in one of your answers, you indicated that there was the view that if the program was opt-in and that the allocation of cost of the program was allocated according to the -- to those who opt in, that it would be an expensive program.

Did I get that right from your answer?

MR. GRANT:  That's right.

MR. SOMMERVILLE:  Did you actually do a calculation about that?

MR. GRANT:  At the time when I was looking at the research at the very beginning, I referred to the Terasen research, and that was the conclusion from the Terasen research.

And, essentially, if you have 80 percent of the people -- you know, just logically, if we just do the mental math, if 80 percent of the people pay one dollar, but it's hard to get to those 80 percent of the people because the marketing effort is so hard, then your numbers start to slip down.  So the amount they have to pay is so much more.

So of 1 percent of the people you can get to, they would have to be paying $80 a month.

So the break -- the cut-off point at some point makes it very difficult for an opt-in program.

MR. SOMMERVILLE:  I understand that you did a conceptual mental arithmetic analysis of that.

Did you do anything more programmatic than that?

MR. GRANT:  Not in our research.

MR. SOMMERVILLE:  Well, one just point of clarification.  Not in your research.  Have you at any time done a statistical analysis and, if you were operating this on the basis of an opt-in program, what the cost to those who opt in would be according to the terms of your program?  Did you do that?

MR. GOULDEN:  Mr. Chair, maybe I could help.

MR. SOMMERVILLE:  Please.

MR. GOULDEN:  With regards to the design of the program, what you're referring to is the fact that in order to have sufficient volume in the program, you need to have either lots of customers paying a little bit, or a whole -- or a lot smaller group of customers paying a lot.

So when we designed -- when we talked about sort of the design of the program, where we got to is we didn't believe --  based on this need for what I will call a significant volume, whatever that significant volume is, when we did the sort of back-of-a-cigarette package determination, the numbers were quite significant.  So we just didn't believe that that could be successful.

So, consequently, we determined that a mandatory program that was supported by customers was the more appropriate place to go, and we did the market research to determine if in fact customers supported it.

MR. SOMMERVILLE:  Was it that consideration that turned you away from the Terasen model or what is now the Fortis model?

MR. GOULDEN:  Sort of.  And the reason I say "sort of" is because that was sort of developing at about the same time when we were conceptualizing this.

MR. SOMMERVILLE:  Thank you.  One final area, and it may be that this is more appropriate to another panel, but it has to do with the extent to which you have actually canvassed the -- we know that you have canvassed the ratepayers through the Ipsos Reid study.

But in terms of the other participants in the program, municipalities, for example, those who have responsibility for waste water treatment plants, those who have responsibility for landfills, the farming community, the anaerobic digester community, the extent to which you have actually done -- the extent to which you have done sort of detailed market research with those individuals to find out where their drivers are, I don't see a lot of that in the application.  Is it there?

[Mr. Goulden and Mr. Maclean confer]

MR. MACLEAN:  If you just give us a second, we are going to try to find a reference.

MR. SOMMERVILLE:  Thanks.

If you think that is a more appropriate area for a subsequent panel, that is fine, too.

MR. GOULDEN:  I won't give you the reference, because it is somewhere in my book, but with regards to your question, we did significant outreach with all of the communities you have identified.

So we had a talk -- we had a discussion with all of the municipalities in our franchise areas, the significant ones, about their potential interest.

We've had lots of opportunities to have discussions with the farming community through connections with Mr. Brett's organization.  So we've done that outreach.

But in terms of sort of all of the details, we've provided a couple of responses in the interrogatories, but perhaps what might be more helpful to you is the technical panel were actually the people that were doing that, and they can speak to more detail about just who they talked to if you are interested in that detail.

MR. SOMMERVILLE:  That would be helpful.  Thank you very much.  Re-direct, Mr. Cass, Mr. Smith?
Re-Examination by Mr. Cass


MR. CASS:  Thank you, Mr. Chair.  There has been so much ground covered that actually, as cross-examinations have gone on, my number of questions has gone down rather than up.  I think I have about three areas.

It would expedite it, as well, if the witnesses have the transcripts.  I am not sure whether you do or not.

My first area of questions would be for you, Ms. Guiry, if I may.  At the outset of the questions by Mr. Hughes regarding the survey, you may recall that it got into a discussion of something called a "tracking survey", and I think I can find that for you so you will know what I am talking about.

That would be at volume 2 of the transcript, page 137.

MS. GUIRY:  I have it.

MR. CASS:  So around line 17, Mr. Hughes was talking about:
"Margin of error would deal only with the accuracy of the poll at that time; it wouldn't be projective..."


And in part of your answer at line 24, you said,

"...when you're looking at tracking surveys on the same topic..."

I don't think that the tracking survey was ever explained, just what that is.  I wonder if you could explain what it is, please?

MS. GUIRY:  Essentially, a tracking survey is when an identical survey or very close to an identical survey is replicated over time.

So it is to measure whether there's been significant change in public opinion or on whatever the subject matter is in the survey, has statistically moved or changed over a period.

And you can look at trends.

MR. CASS:  Can you give any sense of over what period of time one would do that, to find trends?

MS. GUIRY:  Really, it depends on the subject matter.  Clients interested in their call centre satisfaction scores might track quarterly.  On public opinion, you probably track it, depending on the issue, anywhere from monthly to quarterly to annually, every two years.  It varies significantly.

MR. CASS:  Okay.  So just to bring it into the context of this case, I will ask you a question with more than one part, in the hope that you can help explain how this would apply in this case.

Did you recommend a tracking survey in this case?  If so, why?  Or if not, why not?

MS. GUIRY:  I don't believe we recommended a tracking survey at the time.

Our recommendation was, based on the objectives that were set out in the RFP/proposal, we recommended that you take a snapshot of public opinion at the time we were at.

I don't think we ever considered that this would require a tracking survey, based on the request.

MR. CASS:  All right.  Thank you.

And then I have one area arising from Mr. Warren's cross-examination.  This will not be for you, Ms. Guiry; it will be for one or both of the company witnesses.

It is just a very straightforward point.  It is volume 2 of the transcript, at page 118.

And looking, for example, at line 17, the proposition was that these are 20-year contracts, and the question was about perhaps having a mechanism for renewing –- sorry, reviewing the contracts mid-term, not waiting for the full 20 years.

Could either witness explain the implications of what that might be if there was such a mechanism?

MR. GOULDEN:  The concept we had with regards to the contracts was they would be a 20-year contract.

What that would allow for the developer or the supplier would be -- they would have a known revenue stream for that entire period.  So to have a review period at some point, mid-point or some other point in the contract, would mean they would no longer have revenue certainty.

Why that is important from a developer perspective, in fact, when they go to the bank to get capital for their project, they need to be able to demonstrate the revenue stream that they have, which is why we thought a 20-year term was important.

MR. CASS:  All right.  Thank you.

One final question or area of questioning, again, for one or both of the company witnesses.

This arises from Mr. Forster's cross-examination, although I think it did arise in other cross-examinations, as well.

To see what I'm talking about, you might turn up volume 3 of the transcript, page 146, if you don't mind doing so.  Volume 3, page 146.

At the top of page 146, the question that was put to you was positing a situation in which three things would be happening.  In the words of the question:

"We would be paying for an RNG program, we would be paying a carbon tax, and we would also be paying for municipal waste."

Just leave the municipal waste part out of it.

Can you take us through, please, one of the witnesses, what would happen in relation to the so-called premium if there was some price on carbon that was being paid?

[Mr. Goulden and Mr. Maclean confer]


MR. MACLEAN:  From a program point of view, it would trigger a mechanism where there would then be benefits to the gas supply customers, because we would be able to monetize those carbon credits and then put them back into the cost of gas, and the effect would be to lower the premium overall that system gas customers would be absorbing.

MR. CASS:  Okay.  Thank you.

Those are my questions, Mr. Chair.  Thank you.

MR. SOMMERVILLE:  Thank you very much.

Panel, you will be -- I beg your pardon, Mr. Smith.
Re-Examination by Mr. Smith


MR. SMITH:  Thanks very much, Mr. Chair.

I have a few questions for the panel.  They all relate to just one issue, so I will be pretty brief.

First of all, if you could turn up volume 3 of the transcript, that's the transcript from Tuesday, page 25.

MR. SMITH:  As you may recall -- Ms. Guiry, this is a question for you -- you may recall that counsel for CME and I think possibly counsel for CCC, as well, was raising some questions about the language around investment versus purchasing in biogas or biomethane.

Do you recall that?

MS. GUIRY:  Yes.

MR. SMITH:  And I would like to take you specifically to page 25, line 20 of the transcript from Tuesday, in which you zeroed in on what you considered the most salient part of the questionnaire.

And just for an abundance of clarity and just to -- so that we have it in front of us for my next questions, can you just take me to the exact question you had in mind in the application record, as opposed to -- we were looking at the drafts, not the final version of it when -- but what I would like to look at now is the final version, as appended to the Ipsos Reid report.

MS. GUIRY:  Sorry, did you just want me to read out the question I was referring to?

MR. SMITH:  Please, and tell us where it is.

MS. GUIRY:  Where it is in the evidence?

MR. SMITH:  Yes.

MS. GUIRY:  It would be Exhibit B, tab 1, appendix 3, page 46.

So there's -- as I believe is evident from the evidence, there was four questions related to premiums, asking about four premium amounts:

"So if your utility purchased biogas and the result was that your gas utility bill increased by 2 percent, which is about $1.50 more per month, would you strongly support, somewhat support, somewhat oppose, or strongly oppose your utility purchasing biogas?"

And in our business, we would refer to these as the ballot questions or the most pertinent questions.

MR. SMITH:  Thank you.

Now, this is a question for the panel as a whole, that will frame a question that I want to get back to Ms. Guiry for.

Would you agree, panel, that in general, environmental degradation and greenhouse gas emissions, in particular, tend to raise collective action problems?  Just as a general proposition?

MR. SOMMERVILLE:  Is that a redirect question, Mr. Smith?

MR. SMITH:  Well, I think it is because -- in the sense that it is going to be responsive to the opt-in versus opt-out questions that you and Ms. Chaplin just raised.

MR. SOMMERVILLE:  Tend to raise collective action problems?  Well...

MR. SMITH:  I think it is a self-evident proposition.

MR. SOMMERVILLE:  It just seems to me not quite a redirect question, but we are not particularly sticklers on this sort of thing, so carry on.

MR. SMITH:  This will be the only one of its kind.

MR. SOMMERVILLE:  Thank you.

MR. GOULDEN:  Yes, we do.

MR. SMITH:  Okay.  Thank you.  So, Ms. Guiry, if you look -- it doesn't really matter which version of it, the four questions, you look at, but in general, would you agree that, in your professional opinion, in your expert opinion, that someone being surveyed and asked this question would think that the increase in their bill is for their bill alone?  Or for everyone in the class of persons being billed?

If that is a clear question.

In other words, is it just you?

MS. GUIRY:  My interpretation would be, by the wording of, which is about an increase –- a bill -- sorry.

Your gas utility bill will increase by 2 percent, which is about $1.50 more per month.  I think they would assume that my bill would go up.

MR. SMITH:  Yes.

MS. GUIRY:  Potentially they may also assume that if I am also -- there are many other people with the gas utility bill, probably their bill will go up, as well.

But it's difficult to be sure about it.

MR. SMITH:  Okay.  Thank you very much.  Thank you.  That is helpful.

And this is my last question, which is for the panel as a whole.  In an opt-in program, correct me if I'm wrong, but there's no way of knowing for the person who is opting in if they're the only person, if they're one of many, if
-- and, consequently, if their contribution is going to be part of a material contribution, or just money thrown away by them alone or a very small number of people?

MR. MACLEAN:  I think that that is accurate, that it is a challenge always, when you have that type of opt-in program, where you are uncertain as to the differential effect as between you and others.

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

MR. SOMMERVILLE:  Thank you, Mr. Smith.  Panel, you will be pleased to know that you are excused.

Thank you very much.  We have a new panel.  I think I see them at the back of the room.  Mr. Goulden, I think you stay over on to this panel.  You will continue to be under oath.  You won't have to be re-sworn.

Perhaps we will take -- should we take our morning break now so that we can effect the change in panels?  So we will stand adjourned until five minutes to 11:00.  Thank you.

--- Recess taken at 10:38 a.m.

--- On resuming at 11:02 a.m.

MR. SOMMERVILLE:  Thank you very much.  Please be seated.

MR. SMITH:  Mr. Chair, I will be leading this panel through, so perhaps I will first just introduce the new members of the panel to the Board and to everyone.


At the far end, nearest to the reporter, is Dr. Salim Abboud.

Next to him is Bryan Goulden, who you know.

Next to him is Owen Schneider, who is manager of new ventures at Enbridge.

Next to Owen Schneider is Eric Camirand of Electrigaz.

Next to him is Ed Seaward, who is manager, market operations, development at Union.

So now maybe the four new members of the panel could step forward to be sworn or affirmed.

PANEL 2:  TECHNICAL PANEL


Edward John Seaward, Affirmed.


Eric Camirand, Affirmed.


Owen William Schneider, Affirmed.


Salim Abboud, Affirmed.


Bryan Goulden, Previously Sworn.

Examination-In-Chief by Mr. Smith


MR. SMITH:  Thank you.  Now, I have a few more questions for Mr. Camirand and for Dr. Abboud, because we will be putting them forward as experts.

Just to be clear on the expertise we are putting them forward for, for Mr. Camirand, it is biogas engineering and the utilization of biogas; and for Dr. Abboud, we have sort of narrowed the scope of his expertise as it is relevant to this proceeding, and that's in the transformation of waste into useable products and the greenhouse gas implications of waste operations.


So if I may start with you, Dr. Abboud.

We have copies of Dr. Abboud's and Mr. Camirand's curriculum vitae that I think have been made available to the Board.

MR. MILLAR:  I have copies here, Mr. Chair, if it assists.  They were prefiled, as well, I believe, but I have hard copies.  If you'd like, we can mark those.

MR. SOMMERVILLE:  Yes, please.

MR. MILLAR:  So it is the two CVs.

Dr. Abboud will be K3.1.

EXHIBIT NO. K3.1:  CV OF SALIM ABBOUD.

MR. MILLAR:  And Mr. Camirand, K3.2.
EXHIBIT NO. K3.2:  CV OF ERIC CAMIRAND.

MR. SMITH:  All right, then, Dr. Abboud.  Do you have your CV in front of you?  Sorry, just a moment.


DR. ABBOUD:  I do.


MR. SMITH:  Thank you.  So am I right to understand that you hold an honours in biophysics and chemistry from the University of Western Ontario, which you earned in 1974?


DR. ABBOUD:  I do.


MR. SMITH:  You have a master of science -- biological science, rather, from Concordia University, which you earned in 1978?

DR. ABBOUD:  I do.

MR. SMITH:  You also, do you not, hold a Ph.D. in soil chemistry, which you earned from the University of Guelph in 1987?


DR. ABBOUD:  I do.

MR. SMITH:  Okay.  So turning, then, to your professional experience, I understand that you're the leader of the waste management technologies group at the Alberta Research Council, which is now part of Alberta Innovates Technology Futures; is that correct?


DR. ABBOUD:  That's correct.

MR. SMITH:  Am I right that you have been at the Alberta Research Council -- or ARC, as I will call it -- for 28 years, and that you have 31 years' experience in the management of wastes for the municipal, industrial and agricultural sectors?

DR. ABBOUD:  That's correct.

MR. SMITH:  And does your general expertise involve composting and biofiltration design and development, renewable natural gas technologies, methane oxidization technologies for landfill design and operation, industrial waste management on land, greenhouse gas impacts of waste management operations, and impacts of industrial emissions on soils as they relate to resource management?


DR. ABBOUD:  That's correct.

MR. SMITH:  And am I right to believe that you are a founding member of the Edmonton Waste Management Centre for Excellence?


DR. ABBOUD:  That's correct.

MR. SMITH:  Could you just tell me a little bit about the Edmonton Waste Management Centre of Excellence and how it relates to your expertise in the matters at issue in this proceeding?

DR. ABBOUD:  The Edmonton Waste Management Centre of Excellence is a joint venture between the private and public sector.

From –- we, as Alberta Research Council, are part of the public sector.  So are other partners in the City of Edmonton and the University of Alberta.

And we have other private sectors, such as EPCOR, which is a company in Edmonton; AMEC, a large multi-national corporation; and NAIT, which is what you would call here a community college.  It is just four.

And what we try to do is to pull together expertise, to create a critical mass to deal with problems related to waste management in Edmonton.

And so this is -- the work started in the '90s.  We were incorporated in the early 2000s.  And right now, we have facilities that, between -- we try to create solutions to problems with waste management, going from the bench scale at our facilities or the university, all the way through pilot scales at the waste Management Centre of Excellence, where we have over $30 million worth of pilot facilities that we have built, on all the way to the City of Edmonton, where we actually apply the technology that we develop.

Part of our work has led to the City of Edmonton currently diverts, in the solid waste area, over 68 to 70 percent of their waste.

With a new facility that is coming on board that is going to make biofuel from waste, we are going to be over 90 to 95 percent diversion of -- a lot of the piloting was done by the Waste Management Centre of Excellence.


MR. SMITH:  Thanks.  That is very helpful.

Am I right to believe that you teach several university courses and have taught over a number of years several university and extension courses, both in Canada and abroad, in solid waste management and environmental chemistry?

DR. ABBOUD:  Yes.  I was an adjunct professor for a while, 20 years at the University of Alberta, and I taught there and outside, out of Canada.

MR. SMITH:  Thank you.  Now, turning to the second page of your curriculum vitae, there is a heading there, "Publications and presentations", and it goes on for some time.  It actually goes on to page 11, so I am not going to take the Board through all of these publications, but would it be fair to say, Dr. --


MR. WARREN:  Mr. Chairman, if it would assist Mr. Smith and Dr. Abboud, we have no objection to his being designated as an expert in his area.  I don't know whether Mr. Smith wants to go through it all, but we have no objection to it if you want to...

MR. SMITH:  If all of the intervenors take that position, then that is certainly fine with me.

MR. SOMMERVILLE:  Are there any contrary views?


Dr. Abboud, the Board will recognize as you an expert, as defined by Mr. Smith in his preliminary description.  Thank you.

MR. SMITH:  Thank you.

I think it makes sense to spend a little time on Mr. Camirand's resume, but I don't know if Mr. Woodward takes the same view.

MR. WARREN:  I have no idea what Mr. Woodward does, but Mr. Warren has no objection to his being designated.

And for what it is worth, Mr. Smith, I have no further information on Deep Throat, if that...

[Laughter]


MR. SMITH:  Well, I am delighted to hear that.

So, Mr. Camirand, it doesn't sound like this is going to be an issue, so I am just going to take you to your résumé very briefly, because I think it is worth noting that your expertise is a little more self-generated.

Would that be fair, in the sense that there is not a straight line to becoming the expert that you have become through university courses, and so on; is that correct?

MR. CAMIRAND:  That's correct.

MR. SMITH:  So just looking at your education and memberships, you are an electrical -- you do have a degree in electrical engineering from McGill University, which you earned in '93?

MR. CAMIRAND:  Yes.

MR. SMITH:  Yes.  And you have done renewable energy training, and you are a member of the Quebec Engineering Association; is that correct?

MR. CAMIRAND:  Yes.

MR. SMITH:  And you are the founding president of Biogaz Québec?

MR. CAMIRAND:  Yes.

MR. SMITH:  Could you just tell me what Biogaz Quebéc is?

MR. CAMIRAND:  That's an association specifically about biogas and for the Quebec province.

MR. SMITH:  And just under your experience as president of Electrigaz, it says there that, among other things, you have to stay informed about new technology development in anaerobic digestion, biogas processing and organic waste management; is that right?

MR. CAMIRAND:  That's correct.

MR. SMITH:  And, again, I don't want to belabour this, so I will just turn to the next page and note that you have been involved in projects across Canada, and indeed around the world, related to biogas and biomethane; is that correct?

MR. CAMIRAND:  That's correct.

MR. SMITH:  Okay, I think I will just leave it at that, then.

MR. SOMMERVILLE:  Just a question, Mr. Camirand.  Is Biogaz Québec a for-profit corporation?

MR. CAMIRAND: No, it is a non-profit organization.

MR. SOMMERVILLE:  What are the goals or aims of the corporation?

MR. CAMIRAND:  There are several goals, as this industry is organizing itself.  There is some education.  There is exchange between the industry players, and there is -- part of it also is advocacy, the Quebec government.

MR. SOMMERVILLE:  Mr. Smith, what do you propose to have Mr. Camirand qualified as?

MR. SMITH:  We propose to have him qualified as an expert -- and, again, I am using the same language I used before -- as an expert in biogas engineering and the utilization of biogas.

MR. SOMMERVILLE:  Are there any concerns with the qualification of this individual, Mr. Camirand?

Mr. Camirand, the Board will regard you as an expert in the areas described by Mr. Smith.  Thank you.

MR. SMITH:  Thank you.  Then just in-chief, one question for Mr. Camirand.  Could you tell us generally about what it is that Electrigaz does and how you came to be retained by the utilities, or by Enbridge, rather?

MR. CAMIRAND:  Electrigaz is an engineering firm specialized in two fields, biogas production and biogas utilization, as described.

So we help our clients, who have different types of wastes, make decisions and on processes and equipment, and help them along their projects to develop biogas projects.

We have developed this expertise over time, because, as you referred to, there is no education in university for this.  Biogas spans various fields, like waste water, waste management, energy.  So through self-learning and conferences, we have gathered a lot of expertise over the years, and that is what we provide to our clients.

MR. SMITH:  Thank you very much.  That's it, Mr. Chairman.

MR. SOMMERVILLE:  We will follow the same order, unless someone can justify a deviation, as we did for the first panel.

Mr. Brett.
Cross-Examination by Mr. Brett

MR. BRETT:  Thank you very much, Mr. Chairman, Panel members.

Good morning, panel.  My name is Tom Brett.  I represent the Building Owners & Managers Association of Greater Toronto with facilities across Ontario.

And I also represent AgriEnergy Producers' Association of Ontario, who would be some of the entrepreneurs, farmers, individuals who would build plants pursuant to this program, if it goes ahead.

Just a quick question for you, Mr. Goulden, a technical question on the long-term contracts that the utilities would be signing.

I take it, under those contracts, you start to pay for -- money when you start to receive gas; is that correct?

MR. GOULDEN:  That's correct, Mr. Brett.

MR. BRETT:  They're not take-or-pay contracts or anything of that sort?

MR. GOULDEN:  No, they are not.

MR. BRETT:  Thank you.  Now, my first questions will be focussed on mostly, I think, to you Dr. Abboud and they're going to be really focussed around the issue of the energy efficiency benefits of biomethane projects.

If I could ask you to turn up page 27 of your study, and that is Exhibit B, tab 1, appendix 1.

DR. ABBOUD:  Yes.  Yes, I have it.

MR. BRETT:  Okay.  Now, if I could take you to page 27 of that study?

DR. ABBOUD:  Okay.

MR. BRETT:  You say there -- and just give me a moment.  I seem to have replaced my papers in the wrong order, which is typical -- not atypical of what I might do here.

MS. HARE:  Can I ask you, while you are looking for your papers, Mr. Brett --


MR. BRETT:  I'm sorry?

MS. HARE:  I'm curious.  You are representing two organizations that, on the face of it, I would think would have different positions.

MR. BRETT:  Yes.

MS. HARE:  Are the positions of BOMA and AgriEnergy Producers aligned, or are you asking questions on behalf of both?

MR. BRETT:  No.  I am asking questions on behalf of both, and they are aligned, in my view.

MS. HARE:  Okay, thank you.

MR. BRETT:  Look, I seem to have set these questions aside, but that is fine.  Let me just go ahead.  I don't need the questions -- I don't need the paper in front of me.

If you look at page 27, the first paragraph there, the last sentence, you say that -- sorry, not the last sentence, the second-last sentence.  You are talking here about biogas projects.  You say:
"Currently, most biogas generated through AD is used for electricity generation with energy capture efficiencies that vary from 23% to 39% ... with an average around 35%."


Do you see that?

DR. ABBOUD:  Yes.

MR. BRETT:  Now, that's based, according to your statement, on an earlier study of Electrigaz in 2007.  Let me ask you just two questions about that.

Why is that so?  Why is the efficiency so low?

DR. ABBOUD:  Well, that's the extent of the energy conversion.  The technology that is available now to convert from biogas to electricity, the equipment they use, that's about the -- because there's a lot of loss through heat.

MR. BRETT:  So the rest of the energy is lost through just heat that is disposed of?

DR. ABBOUD:  That's dissipated.

MR. BRETT:  Now, has anything changed since 2007 very substantially on this point, or is that still the case?  Are those numbers still good?

DR. ABBOUD:  To the best of my knowledge, these numbers, again, the range is still roughly the same.

MR. BRETT:  Right.

DR. ABBOUD:  Again, where heat is lost.

MR. BRETT:  Okay.  Now, I guess the exception to that rule would be if you were able to co-generate in some fashion or other.  But I take it that, at the moment, there are not a lot of these plants that co-generate?

DR. ABBOUD:  If you mean by combined heat and power, what we call CHP plants, if you are able to use the heat locally.

MR. BRETT:  Right.

DR. ABBOUD:  Because one of the problems with heat is we can't transport it over long distance, like electricity or RNG.

Then, yes, the efficiency will go up.

MR. BRETT:  The operative word there is "locally", I take it?

DR. ABBOUD:  Pardon?

MR. BRETT:  I say the important word there is "locally"?

DR. ABBOUD:  Yes, that's correct.

MR. BRETT:  Now, with respect to your next sentence:
"The development of more advanced and improved biogas cleaning and separation technologies..."

This is where you take biogas and make biomethane.  We've had a big discussion about when to use which term.  So:
"...improved biogas cleaning and separation technologies allows for the production of pipeline grade RNG from biogas..."

Now, this is biomethane we're into now:
"...with efficiencies varying from 95 to 90%..."

Depending on the properties.  That remains the case -- and why -- and the efficiencies there, that efficiency is very high, because, what?  All you are really doing is cleaning up the gas and you are still maintaining the energy retention is very large?  Is that the point there?

DR. ABBOUD:  That's partly correct.

It is the losses through just separation and cleaning.  You know, there's no other major operations that occur during that.


MR. BRETT:  Okay.  So then you say in the second, the next paragraph down:

"It is evident that making renewable natural gas from existing biogas is a much preferable route energetically, as it retains the most energy."

That is another way of saying it is a more energy-efficient process; is that right?


DR. ABBOUD:  That's right.  Comparing two products, electricity versus RNG, RNG is more efficient energetically or I guess it retains more energy, yes.

MR. BRETT:  You say over on the -- over on the next page of your study, you show a graph, which, again, shows graphically what is happening in the two cases, using the raw biogas for power generation and then using the cleaned-up biogas, which is now biomethane, for pipeline gas.


And you basically say, going back to page 26, that:

"Figure 9 illustrates the wide difference in energy content retention when one uses biogas for generating electricity versus manufacturing RNG."

Now, I just want to -- you may think I am quibbling here, but I want to make sure I am clear on the consistency of these numbers.

You say here 80 to 90 percent efficient -- efficiency.  So that's not to be compared with the 95 to 90, is it?  That is sort of an end-to-end efficiency figure?


DR. ABBOUD:  Yes.  This is --


MR. BRETT:  In other words, the 80 to 90 percent?

DR. ABBOUD:  I am getting used to this system.  Excuse my --


MR. BRETT:  We all have that problem.

DR. ABBOUD:  -- ignorance.  Yes, it is the overall system efficiency, when you are producing final products.

MR. BRETT:  Right.  And the evidence of the company, Mr. Goulden, in dealing with this, at page 5 of 28 -- this is in Exhibit B.  This is your own evidence.

Just to tidy this up, you say there that:

"As indicated in the Alberta Innovates report attached as Exhibit B, tab 1, appendix 1, the RNG process can produce full-cycle efficiencies of up to 80 percent depending on the end-use natural gas equipment."

And I take it you are saying essentially the same thing there, and what that means -- I am assuming what that means is -- let's say that you have a very efficient end use for that gas, like a high-efficiency furnace or a high-efficiency boiler.

You are going to get end-to-end efficiencies of about 80 percent, which is consistent with what Dr. Abboud has said in his study; is that fair?


MR. GOULDEN:  Yes, that's correct, Mr. Brett.


MR. BRETT:  All right.  Now, I would like to move now to a second study.  You have three studies filed, or along with your -- along with your evidence.

This is Appendix 4, and this is you, Mr. Camirand.  And this is your biomass plant costing report.

If I can just turn this up, and you can turn it up, please, I want to turn up page 23 of that report.

Do you have that?

MR. CAMIRAND:  Yes.


MR. BRETT:  Okay.  Now, if you look at page 23 at the table there, table 2, what you have done there, as I understand it, is you provided capital cost estimates for a variety of applications of this program, a variety of configurations.

You have -- I am looking in particular at -- you covered off agricultural scenarios, baseline farm, large farm, co-op farm.  You've also covered off municipal scenarios, which are essentially landfill, different sizes of landfill.  And then you've dealt with sort of a miscellaneous industrial and, you know, what you do if you divert and sort wastes, and so on.

So you've got nine different scenarios there.  We heard a bit about the fact that -- yesterday, that the companies use these nine scenarios to put together their costs and price data.

I want to focus a little bit on the agricultural ones, so that is the first box on that table.

And I noticed for the large farm -- the large farm anaerobic digestion, I just want to focus on those numbers for a moment and take you through those.

You show a total capital cost of 5,751,962.  Now, that would be a -- that's a farm with equivalent of, what, something like 750-kilowatt energy equivalent?  How do you define that, roughly?

I don't need a lot of detail on this.  I just sort of need a number to hang my hat on.

MR. CAMIRAND:  If I could take you back to page 3 of the same report?

MR. BRETT:  Right.


MR. CAMIRAND:  There is a description of how -- equivalent to how many dairy cows such a scenario would look like.

MR. BRETT:  Okay.  I see that.  So that is 2,615 head of cattle?

MR. CAMIRAND:  That's correct.

MR. BRETT:  Okay.  And the small farm, the baseline is an amount of about half of that, right?  The baseline agricultural case?


Now, if I go back to table 2 at page 23 for a moment, you've got several components to this cost.

You've got the digester itself, which is three million, a little over three million.


You've got the upgrading process; correct?

And both of these are -- both of these processes are built on the farm.  I mean, the farmer is responsible for developing and building these; correct?


MR. CAMIRAND:  That's correct.


MR. BRETT:  Then you have -- and that's most of the cost, the combination of that.

Then you have smaller costs for injection pipe and compression, of about 500,000 and change.  And that, as I understand it, that connection facility is built by the utility and operated by the utility, but you pay a capital contribution to the utility, or the farmer -- the developer would pay a capital contribution to the utility equal to the cost of building it, the capital cost.

And under these programs, he would pay a monthly fee to operate the connection facility; is that right?


MR. CAMIRAND:  I'm not sure I understood the monthly fee portion of your question.


MR. BRETT:  Well, I could maybe come back to the other panel, the second panel for that.  That is a rather -- am I right on the capital side?


MR. CAMIRAND:  Yes.  The anaerobic digestion would be the agricultural producer's responsibility, the three million AD process.

MR. BRETT:  Right.

MR. CAMIRAND:  The upgrading process, as well.

MR. BRETT:  Right.

MR. CAMIRAND:  And the intent is aid-to-construction capital costs for the injection equipment, which is injection, pipe and compression.

MR. BRETT:  Okay.  Thank you very much.

Could you turn to page 32 of your study?

Now, what we see on page 32 is simply a more detailed breakdown of the cost of the anaerobic digestion and the cost of the upgrading; correct?


MR. CAMIRAND:  That's correct.

MR. BRETT:  Then over the page, on page 33, we see a breakdown of the operational costs, the first-year operational costs for the large farm scenario?  Right?


MR. CAMIRAND:  That's correct.

MR. BRETT:  And I take it that -- as a practical matter, the reason I focus on large farm is your numbers show -- without getting into it in great detail -- that there aren't going to be any small farm; it is unlikely that there will be farms smaller than that threshold producing, at least early on in this process, because the returns are not adequate?

You need to get to a certain scale, which is roughly, I think, the scale of what you are calling large farm, to get a return on equity that is commercial?


MR. CAMIRAND:  We selected three agricultural scenarios, and yes, we made the assumption they had to be fairly large for various reasons, because these capital investments are significant.  And I guess the availability of the equipment for smaller flow rates is not really there.

So, yes, they are large farms.

MR. BRETT:  So it is partly that you don't have a wide range of equipment on the market yet for the smaller farms.  I suppose that could change down the road?

MR. CAMIRAND:  That's correct.

MR. BRETT:  Okay, thank you.  Now, just a couple of questions on this, now that I have sort of set this table.

If this large farm project, instead of producing biomethane, were to simply produce power, as I understand it -- in other words, it would be a gas to electricity project -- as I understand your numbers, you would still have the anaerobic digester at the same cost, the 3,025,000 and change; right?  That would be common to both cases?  I am assuming a comparably-sized project here.

MR. CAMIRAND:  More or less, but the integration -- the anaerobic digestion process could be priced slightly differently, because there is an interaction, for example, heat.

The heat used to heat the anaerobic digestion process, in the case of a CHP application, we would have excess heat.  So we wouldn't have to invest in a boiler.  So there will be subtle differences in the anaerobic digestion capital cost, but generally your statement is fair.

MR. BRETT:  But what you would not have is the next piece.  You would not have the upgrader, at all.  So you would be -- you would not have the $2,030,000 upgrading facility?

MR. CAMIRAND:  I believe we have provided in one interrogatory -- IR, the first Board No. 1.

MR. BRETT:  Right.

MR. CAMIRAND:  We have provided an estimation on the capital costs for an RNG and CHP application.  So if you are referring to the differences in price, yes.

MR. BRETT:  So -- and I don't have that in front of me, but as I understand it -- and this is very broad.  This is sort of, one of my friends would say, a 30,000-foot-level question.

Instead of having the upgrader at 2 million, you would have a gas-fired gen set, a gas-fired generator, engine, and its cost would be probably in the neighbourhood of one-half of the 2 million, more like 1 million; is that fair?

Can you just confirm that for me?  I am not very good at reading these charts here in a...

I can see them, but they don't sink in unless I have had a chance to look at them carefully, and then I usually have a lot of questions on them.

But can you just -- am I right in that?

MR. CAMIRAND:  No.

MR. BRETT:  All right.  How wrong am I?

MR. CAMIRAND:  As I stated, we provided some estimates on capital costs for the RNG and the electrical, and by the -- if you look at I-1-1, page 2 of 3, the second line, 5.7 million for the RNG and 5.5.  So it is a discount.

MR. BRETT:  Okay, I understand now.  I'm sorry.  So they're virtually -- the electricity generation project is a little -- a little cheaper, but not much?

MR. CAMIRAND:  In this case, yes, but we did not do a full study like we would if we were doing a CHP.

So the CHP numbers provided in this IR are approximate.

MR. BRETT:  I'm sorry.  Just a clarification.  This number that we're showing here, you say CHP.  Are you talking about a co-generation facility, then?

In other words, is the electrical -- is the electric plant that you are modelling a co-generation plant, or is it a straight power plant?  I'm sorry, I didn't quite get that nuance when you first started.

MR. CAMIRAND:  Sorry.  CHP is defined as combined heat and power.

MR. BRETT:  I understand that.

MR. CAMIRAND:  Okay.  In this scenario, in this evaluation, for the electrical generation we would use a heat recovery on the engine to heat the digesters.

So, yes, there is a -- it is technically call a CHP.

MR. BRETT:  Okay.  So what you're saying to me is that you would -- what you're saying is that if you were to do
-- if this were to be a power project, not only will you generate electricity and send that to the grid, but you would also produce heat.  You would have a heat recovery mechanism of some sort and put that heat back into the digester process, to the anaerobic digester machine itself.  Is that...

MR. CAMIRAND:  That's correct.

MR. BRETT:  What I am trying to get at, I guess, here is -- and this may not be a question you can answer right off the top.  But is the combined -- the combined cost there -- let's put it this way.

If you were not co-generating, if all you were doing was manufacturing electricity and selling the electricity, and you ran your anaerobic digester as you ran it and you would get heat from wherever you were -- you got heat from your digester without taking it as waste heat from the electric generator.

Am I clear?  If you did that, how much of that cost would come out, the 5,587?  In other words, how much of that cost is due to the heat recovery?

MR. CAMIRAND:  I cannot answer this.  I do not know exactly.

MR. BRETT:  Okay.  Would it be possible to get an undertaking to give that number?  Am I clear in what it is I am asking?

[Witness panel confer]

MR. SOMMERVILLE:  What you are trying to get at, Mr. Brett, is the cost differential between biogas for use in electricity production and biomethane injected into the natural gas distribution system?

MR. BRETT:  That's exactly right, Mr. Chair.  I should have used that lead-in comment.  That is what I am trying to get at.

MR. SOMMERVILLE:  But I think you are also saying you don't need particular detail about that characterization?

MR. BRETT:  No.  I don't, no.  I mean, it is almost a generic sort of question.

MR. SOMMERVILLE:  Mr. Camirand, we have just been trying to clarify sort of what may be useful as an answer to Mr. Brett's inquiry.

What he is interested in, basically, is the difference in cost as between the biogas regime, the use of the production of the biogas and use of the biogas in an electricity generation scenario, as compared to the cleaning of the biogas and its preparation and injection into the natural gas distribution system.

As I understand it, Mr. Brett, you don't need a great deal of detail about that, but could you provide a characterization of the differences in costs?

MR. CAMIRAND:  In order -- our expertise here was to provide more on the RNG pricing.  What it would entail to do this, we would have to go and get probably quotes from manufacturers just to verify these prices to get this undertaking done.

MR. BRETT:  Okay, I had thought -- sorry, Mr. Camirand, I don't want to put you in a difficult situation here or put you to a lot of extra work.  I had thought, though, among the very many projects that Electrigaz has consulted on were a number of electricity – gas-to-electricity projects.

So I thought you might have sort of a rough idea of what the comparison would be.  I am not looking for a specific competitive quotes or anything like that.

MR. CAMIRAND:  Yes.  Well, generally, if you want just a rough estimate, I would assume -- well, it is difficult to price out of this 5.5 million, but, yes, we could give you a rough estimate how -- I guess just define the undertaking, if that is what it is --


MR. BRETT:  Yes.

MR. CAMIRAND:  -- how different the CHP component -- what's the difference in price, this capital cost.  Yes, we could.

MR. BRETT:  That would be very helpful, if we could.

MR. MILLAR:  J3.1.

MR. CAMIRAND:  Or could I provide a rough number now?  I am not sure to the level of accuracy you require.


MR. BRETT:  Sure.  Provide a rough number now, if you can, yes.  Yes.


MR. CAMIRAND:  The reason I am toying with this number is there's two levels of CHP module we can use.  If I could provide a short explanation?


MR. BRETT:  Sure.


MR. CAMIRAND:  If we're doing CHP to maximize the heat recovery, we will recover the heat from the jacket of the engine.


MR. BRETT:  Right.


MR. CAMIRAND:  Also from the exhaust.


MR. BRETT:  Right.


MR. CAMIRAND:  So I am not sure which you want to know, because if we're doing only heat to heat the digester, we're probably good with recovering heat only from the jacket of the engine.


So which one would you like to know?  Would you like to know --


MR. BRETT:  The first one, the one where you recover heat just from the jacket, sufficient to put back into the digester.


MR. CAMIRAND:  I would say it is less than 10 percent of the capital cost generated there.


MR. BRETT:  Okay.  All right.  Thank you.


MR. MILLAR:  Mr. Brett, does that satisfy the undertaking?


MR. BRETT:  It does, actually.  Yes.


MR. MILLAR:  So we will consider that answered.


MR. BRETT:  Now, just before we -- would you look at page -- would you turn to page 60 of your report, please?  That is 6-0.


I don't think we need to -- I think this -- I don't think I need to dwell on this, Mr. Camirand.


These are the, as I understand it, the capital and operating costs of the injection stations for the different scenarios; is that right?


MR. CAMIRAND:  That's correct.


MR. BRETT:  Okay.  Now, I think with that, I would like you to turn to appendix 5, which is the final appendix.  And that is a pricing -- a document under which you -- pursuant to which -- that is B, tab 1, appendix 5.


That is also an Electrigaz study, and it is a study on pricing, on threshold prices and the like.


I would like you to look, first, at page Roman numeral number III, right at the beginning under "Executive Summary."  That is Roman numeral number III.


Do you have that?


Okay.  There you say, if you look at the third paragraph down, you say that -- I am just going to read this quickly:

"A standard financial model was developed to evaluate the return on equity for each scenario under various RNG price points.  EGD and UGL recommended an RNG price ceiling to balance the need to minimize the impacts on their customers' bills with the need of RNG producers to earn a reasonable return on the incremental capital and operating costs required to enable the market.  Simulations were performed to establish the optimal RNG price and energy volume thresholds to yield a target ROE."


So with that in mind, with that in mind, could you just look at the next page, Roman numeral number IV?


And this is where you, having done that analysis, you break out the returns for the various types of projects.  This is an important table, from our point of view.


Now, I want to -- as I understand it, what you have done here is you have shown -- you worked out through your model, and you have spreadsheets attached here which show how the model works, and you were kind enough to answer a couple of CVs of mine on how you put the model together, which I will come back to.


But basically, your results are on this table.  And you show, for a large farm project, for example, a 10 percent return on equity, right?


MR. CAMIRAND:  Yes.


MR. BRETT:  And you show for a baseline farm no number.  And I understand that, under your method, you don't show a number if the project is not commercially viable.


So I conclude from the fact that you show no ROE, that the ROE is, in fact, negative; is that right?


MR. CAMIRAND:  That's correct.


MR. BRETT:  Okay.  Then if we –- we go on, then, we go down, then, to the -- so just to summarize, then, what we have here is a situation where at the farm level, you've got a return of 10 percent on equity for the large farm; you've got an 11.1 percent for something called a co-op farm.


Now, am I right in -- am I right in thinking that in order to have a co-op farm in Ontario, there is a fair degree of complexity to that?  That my –- that it is not an easy thing to develop a co-op model for producing biomethane; would that be fair?  It is considerably more complicated than one farmer doing it himself?  Let's put it that way.


MR. CAMIRAND:  I am not sure if there was a specific regulation to co-op farm, but what we meant here is just to name people bringing feed stock, several farmers bringing feed stock to one farm.


And yes, it would be more complex than having just one farm.


MR. BRETT:  So the farmer that had the -- I don't want to get into this in detail, because you can go on a lot on this, but the farmer who owns the project -- well, let's move on.  There are many different ways that could work.


But if you go down to the municipal, the landfill scenarios, the landfill scenarios show substantial profitability in each case, right?


MR. CAMIRAND:  Yes.  The returns are in the table, yes.


MR. BRETT:  You have sort of a bifurcation here of returns.  Now, just briefly, from your experience, why are the landfill returns higher, as a group?


MR. SEAWARD:  I want to make sure that's on.


So I am going to -- I just want to provide some perspective to you, in terms of -– because, as was said, the utilities provided some direction to Electrigaz in terms of the pricing.


And what we were looking for is a very simple, transparent pricing model, and we say that in our evidence.  In fact, if I take you back -- just so that we're all very clear on this as we go forward for the rest of the morning, that:

"The pricing models were developed with a view to settling on prices..."


Sorry, this is page 22 of the common evidence.

"The pricing models were developed with a view to settling on prices that would support an ROE in the proximity of 11 percent in a number of scenarios."


Right?  So there is a couple of things here that we need to be really clear on.


One is we are not doing this on a project-by-project basis.  We're doing this in a number of scenarios, to take a look at what the projects might fit into.  Right?


So I am going to take you from there.  I am going to go back, actually, to the costing report, if you would, just for a moment.


If we go to -- just to talk about the production scenarios.  So if we go to tab 1, appendix 4, which is the costing report, page 2, what we talk about is that:

"The current market developments Ontario, discussions with Enbridge and Union, enabled Electrigaz to develop nine scenarios that cover a wide spectrum of potential biogas projects, spanning different substrates, biogas flow rates and biogas quality levels."


What is important to understand here is that when the utilities came to Electrigaz, we had already, in our minds, concluded that what we wanted to do was to create this foundation that we have talked about Monday and Tuesday and this morning, right, to create a foundation for the market, right, to start to enable the market.

We didn't come at this from a single project by project.  So what we challenged Electrigaz with was to come up with nine scenarios that is representative across the board of all of the potential.  That includes agricultural.  That includes waste water treatment.  That includes source-separated organics.  That includes agricultural; right?

When we talk about the farms, we didn't go and look at farm-by-farm project.  What we said is, across -- across the possibilities, if we look at the different substraits, which is the amount of waste that you are going to get, what would those sizes produce?

So that is how we came at this.  So I just want to be clear in terms of an understanding as we go forward for the rest of the morning.  This is all scenario-based.

The reason we hired Electrigaz is they have all of the expertise to be able to provide actual -- put together by doing quotes and those sort of things:  How would you actually cost out those scenarios, and then how would you create ROEs on that?

Does that help a little bit in terms of understanding the direction of all of this?

MR. BRETT:  Yes, it does, actually.  And I don't want to belabour it.

I have one other question on that, in this area, and that is that -- and Mr. Camirand this is for you, but it may also be for you, Mr. Seaward, because I don't know whether this came from the company or from the consultant.

But you have used an annual escalation factor for your prices here of 0.3 of Ontario CPI.  Where did that number
-- how did you develop that number?

MR. SEAWARD:  Right.  So as the term has been used a number of times, that is, we went forward to put together the program, the entirety of the program.  We were informed by the OPA.  We have talked about that.

In some cases, what we ended up doing is something very consistent, because the Ontario FIT program is a reality in Ontario as we went to put together this program.  So we looked at them, because there's been some, you know, what I would say are industry market norms now established in terms of the ROE, in terms of the length of the contract.

So in terms of the CPI, we looked at the OPA.

Now, what had happened -- so to specifically get to your question, it was 0.2.  Before the review, it was 0.2.

MR. BRETT:  Right.

MR. SEAWARD:  Right.  The OPA also introduced a new program called -- the acronym is CHP SOP, for natural gas engines to provide combined heat and power.  And having looked at -- going through another review, they had suggested 0.3 would be more accurate.

We had had discussions amongst ourselves:  Is two, three, four, five accurate?  And we said we have new information; right?  The program had been at 0.2.  We now have new information, and, from the utilities' points of view, Enbridge and Union, we thought that using the new information, which was 0.3, was much more relevant.  And so we had suggested that that is what we would use.

MR. BRETT:  Thank you.  And I think you are aware that since then, there's been a further development, and we talked about this on the first day, so I will be brief.  But effectively FIT has raised the escalator for biogas projects to 0.5 --


MR. SEAWARD:  Yes.

MR. BRETT:  -- in terms of CPI.

MR. SEAWARD:  We're aware of that.

MR. BRETT:  You're aware of that.  Are you looking at all at the -- from a technical point of view, do you have any sort of sympathy to the view that -- given the discussion we have just had around farms versus landfill sites, do you have any sort of sympathy for the view that perhaps in the farming sector -- certainly not the landfill sector, given those returns, but in the farming sector, the escalator might be increased to 0.5?

MR. SEAWARD:  No.  Thank you, Eric.  So I want to be careful with my terminology.  You used the word "sympathy".  I am going to try to say we have put together the program already.  So the program holds here.

If the Board -- and I think we went through a number of those discussions, and even before the break --


MR. BRETT:  You did.

MR. SEAWARD:  -- about what different things could change.  So obviously if we were directed to look at some changes, we would do that.

All I would, again, be concurrent to an answer that has happened - it occurred a number of times on Monday and Tuesday and this morning - is this.  We put together the program in terms of volumes, in terms of price, escalators, all of these things together.  So it is all packaged as a program.

So when we speak to the return -- so if we start to change some of the levers, the returns could go down, the returns could go up.  The volume changes.

So that is my only hesitation, not that I am unsympathetic, but my hesitation is on that basis.

MR. BRETT:  That's fair enough.

MR. SOMMERVILLE:  Mr. Brett, you are a little over time.

MR. BRETT:  Yes, sir.  I am going to try and move this along.  I kind of...

Let me quickly refer you to an IR that my clients put to you.  It is I-2-7.  It has to do with this very subject.

And just while you are looking it up, you were kind enough to sort of explain how you did your spreadsheets, and you explained the 10 percent return and you -- and really what you just told me in somewhat different words.

Finally, I had asked you in section 4, question part 4 there -- this is I-2-7, page 1 of 5.

MR. SEAWARD:  Yes, I have that.

MR. BRETT:  Do you have that?  Number 4:

"What would be the incremental impact on consumers if ROE for farm-based production was raised to 11 percent, including an increase in the percentage of the CPI index used to 50 percent?"


Now, I realize, when I look at this question, that I mangled that question somewhat, because there are two separate things there.

But what you basically said back to me, if you look over at page 4 of 5 is, if you look at your answer, you basically said, Well, look, we have to work within the $18 a year, so that if you wish to include -- if you wish to change the escalator from 0.3 to 0.5, we would have to drop the going-in prices from 17 and 11 to 16.75 and 10.70.  Do you see that?

MR. SEAWARD:  Yes.

MR. BRETT:  That's the chart on page 5.

MR. SEAWARD:  Yes.

MR. BRETT:  And then you -- that's fine.  I understand what you're saying.

But then what I wanted to ask you, you then -- your last line in that chart, you say "large farm", and you have the same capital costs and you show an 11 percent return.

Now, I am a little -- I don't want to make a big deal of this, because my purpose here is not to get into all of the intricacies of your spreadsheets, but that is a little counterintuitive to me.

You're sort of saying you would drop the going-in prices.  You would offset that by an increase -- I guess what you're saying is, We would lower our starting prices, but the application of the 0.5, rather than the 0.3, notwithstanding the fact we start at a lower base, over a 20-year period, would drive the rate of return to 11.  Is that what you're saying?

I guess, further, are you saying that that is -- you could do that without affecting the $18?

MR. SEAWARD:  Yes, by dropping the initial price.

MR. BRETT:  Right.

MR. SEAWARD:  So I think the answer here is the answer I just gave you a couple of minutes ago, is that this is all held together.  If we're going to change the escalation, we're going to need to change the going-in price.

MR. BRETT:  I don't want to complicate this, because that was a complicated question I asked.

But I am right, really, in that the 11 percent you get to is just the way the arithmetic works out with a 0.5 escalator?

MR. SEAWARD:  Yes.

MR. BRETT:  Okay.  Well, then that is all of that finished.  I just have a couple of more questions on the -- I think we covered all of this.

My other -- really other main other area of interest here is if you would turn to your...

I want you to turn up your analysis where you show -- I want to talk a little bit about average prices paid.  You have a chart in here where you show what the average price would be paid for a large landfill gas.

Here we go.  It is page 5 of appendix 5.  Okay, let's just hone in on this for a moment.  Also, I think you may want to have handy this Exhibit J1.1, which we looked at, which came out yesterday and which talks about -- well, let me take it in two pieces.

If we look at table 2 on page 5, you show there these various returns, and then you have threshold -- your paragraph below the table:

"It is important to note that the blended price..."

What I want to talk about here is the weighted average blended price for gas under a variety of scenarios.

Now, you say there:
"The blended price for larger scenarios is significantly lower than the set above threshold RNG."

For example, in the large landfill scenario, the blended price is approximately $7.5/gJ, because the first 150,000 gJ is paid at 13, and that represents a small -- and I would say a very small -- fraction of the energy delivered through the year.

So can you tell me, the threshold for the small -- for the large landfill, where the price point changes, is what?


MR. SEAWARD:  So the large landfill is -– well, all landfills.  It doesn't matter what size they are, right?

MR. BRETT:  Right.

MR. SEAWARD:  So our price threshold, if we go to the page before that, page 4, it says:
"Energy volume threshold, 150,000 gJs per year."

MR. BRETT:  Yes.

MR. SEAWARD:  We pay $13 up to that 150,000, and we pay -- so it doesn't matter what the size is.  The threshold is the same.

MR. BRETT:  I understand.

MR. SEAWARD:  Right?  So --


MR. BRETT:  Let me just take you, if I may, quick, because I am running out of time here.  If I may just -- I apologize if I interrupt.  I just want to take you to where I am going here.

My next question really is:  What is the energy output of a typical large landfill?


MR. SEAWARD:  So what we said here is in the large landfill scenario that we utilized here, so in this case, to approximate this, I believe it is 650,000 gJs, is that

--- is for -- the scenario that we used for that, pro forma.


MR. BRETT:  Thank you very much.  So effectively, you're saying you pay -- way you get to 7.5 is you're paying 13 for the first sort of 20 percent of it, and you are paying -- and I am going very rough here -- you are paying six for the remaining 80 percent, right?

Well, I mean, I'm just giving you some very rough orders of magnitude.


MR. SEAWARD:  It would be $13 on the first 150,000.

MR. BRETT:  Right.

MR. SEAWARD:  And it would be $6 on the remaining 500,000, approximately.

MR. BRETT:  Let me just try and summarize, give you a summary sort of question, which incorporates all of the strands of this.

As I understand from reading your evidence, Dr. Abboud and Mr. Camirand, if I read the evidence together, it suggests to me that in the early years of this program, at least, the low-hanging fruit -- if I can put it that way -- is landfill gas; is that fair?  Those are the projects that are probably easiest to get off the ground and move ahead?


[Witness panel confers]


MR. BRETT:  What I am basing that on is if I looked at your tables in your study, Dr. Abboud, you show a significant amount of municipal-sourced gas -- which I take to be landfill-sourced gas -- in the early years of the project, a lesser volume of farm-sourced gas, what I call the near term, and you've define near term as up to 10 years.  And then in the out years, from 10 through to 20, you have showed a lot more farm product, and I take it that is because -- that's a result of applying gasification technology to farm residuals and energy crops.

And you have shown more -- so that is sort of the differential.  That is how the pattern works.

Now, what I am really trying to get at here is:  Have you made a calculation that can show -- can throw any light on the weighted blended average cost of gas that the utilities would be paying on a year-by-year basis, going forward?

I am going to assume that it is a lot less -- I am going to put to you that it is a lot less than the maximum prices shown for the initial tranches here.

Is that -- on an overall blended basis.  Now, I understand -- Mr. Goulden, one other point.  I understand in the large farm case -- just to be fair -- I think the large farm case, much of the -- most of the production from the large farm digester case is paid at the higher level, at the $17 level.  Maybe 10 percent is paid at the $11 level.

And the landfill case, it is the reverse.  And of course, we haven't talked about the amounts that would be paid out for medium and smaller landfills, but leaving that aside, can you give me some kind of a general feel for what that blended cost would be, going forward, say, years -- I know you probably haven't got this in front of you, but I think it is important for obvious reasons, not least of which is your analysis, the analysis here in this Undertaking J1.1 of the, quote/unquote, "implicit GHG reduction cost."


Sorry about the length of that, but I am trying to collapse a number of strands into one question so I can step down.

[Witness panel confers]


MR. GOULDEN:  With regards to your question, Mr. Brett, this goes to some of the questions we had on the last panel with regards to:  What does the situation look like?  How conservative is your assessment?


In our analysis, we haven't tried to do -- we haven't attempted to do a forecast of which types of applications are going to come on, and, by the way, how big they are.

MR. BRETT:  Right.

MR. GOULDEN:  We haven't done that because, as Mr. Camirand has indicated, we looked at nine scenarios, the nine scenarios we think were reasonably representative of the types of technologies and the types of projects that might come on.

So what you are asking for is sort of:  What is our weighted average?  We don't, quite frankly, know what our weighted average is.  The reason we don't know is because we don't know what projects are going to come on.

You also had a question with regards to sort of table 2 and the returns, which appear to look more significant with the landfills, which is, I think, where you started the question.

MR. BRETT:  Right.

MR. GOULDEN:  Our response to that is with regards to the returns, what we tried to balance, as Mr. Seaward indicated, was the need for simplicity with the need to provide coverage across the nine scenarios.


So the results are what the results are.  We tried to get symmetry around the returns.  Now, any one particular project is obviously -- mileage will vary, so any one project might have a higher return or a lower return.

Unfortunately, I am not sure we could be more responsive to your question than that.


MR. BRETT:  Thank you.  And I guess the question is -- a final question is:  Would you -- you may have already told me the answer to this, but let me just play this back to you.  Would it be possible -- I mean, what you have been able to do is show some average, weighted average costs for specific hypothetical projects with specific break points.  I understand that.  Say in the large landfill case, is the example we were just talking about.


But getting back to the weighted average, do you have any ability to do that kind of analysis?  Or in rough terms, what your best guess as to what would happen?

I mean, the reason I say that is that the returns -- I take your point on returns, but they're very varied, and you know, the timing may be a little different.  I mean, it may take a little more time to bring on a farm project, for example, than a landfill project where part of your infrastructure is already in place, in effect.

Anything kind of a calculation you could -- indication you could give?  I don't mean now.  I mean by way of undertaking.

MR. GOULDEN:  Mr. Brett, as I indicated, regrettably we don't have a forecast, and we don't have a forecast because we're not pretending to be able to identify how the market may respond.  There may be more farm projects than we expect.  There may be less.  We just don't know.  So we're not --


MR. BRETT:  All right.  Thank you very much.

Those are my questions, sir.  Thanks for the accommodation.

MR. SOMMERVILLE:  You're welcome.  Mr. Elson.
Cross-Examination by Mr. Elson

MR. ELSON:  Thank you.  My name is Kent Elson.  I am a lawyer at Klippensteins, and we represent Pollution Probe.


First, I would like to ask the panel about the possibility of promoting or giving priority to projects which have the highest resulting GHG reductions.

So for starters, would you agree that some of the biomethane projects will lead to significantly more GHG reductions per gJ than others?

MR. GOULDEN:  I can maybe at least start, Mr. Elson.  I think we agreed at the last panel that that was the case.

MR. ELSON:  Thank you.  If I could ask you to refer to the Pollution Probe reference book and, in particular, tab 1 and page 3?  That is Exhibit K1.1.

This table provides the estimated cost of GHG reductions from the proposed programs, and I believe we were previously discussing the difference between column (f) and column (g).  Column (f) is substitution only, and column (g) is substitution and emission reductions.

And just to recap - and correct me if I'm wrong - we discussed that an example of a substitution only program would be a large landfill, where the gasses are already being captured and flared.

An example of substitution and emissions, so column (g), would be a smaller landfill where they're not obligated currently to capture and flare emissions.  Is that right?

MR. GOULDEN:  That's correct.

MR. ELSON:  I would just like to move further from that and ask what other proposed projects would fit under which column.

For example, where would an AD project fit?

MR. GOULDEN:  It depends, Mr. Elson, and it depends because it is dependent upon whether there any protocols in place to capture the emissions already.

So, for example, in an agricultural-type scenario where you had animal waste that, absent an anaerobic digester, you would not be recovering the GHGs, then that would include substitution, as well as GHG reduction.

MR. ELSON:  So for a typical farm project, that would come under column (g)?

[Witness panel confers]

MR. GOULDEN:  Yes, that's correct.

MR. ELSON:  Other than large landfills, are there any other projects that might come in under column (f)?

DR. ABBOUD:  I will answer this.  Actually, when it comes to manures, some of the manures, especially the wet ones that are held in lagoons, will emit -- if not treated or covered or recovered, will emit methane and, thereby, will be qualified, I guess, with these as (f) and (g), because they will both be -- the RNG that is produced from them, if the technology is applied, will be both for substitution and emission, because you are stopping that emission.

But some manures, such as dry manures, not be emitting, because they won't be as anaerobic.  So the amount of methane that is emitted will not be the same as from a wet lagoon.

MR. ELSON:  Okay, thank you.  Could you provide other examples of projects and whether they would fit under (f) or (g), so either substitution only or substitution and emission?  I would just like to get a better idea, in terms of other potential projects that would be under this program, which column, Dr. Abboud, they would fit under.

DR. ABBOUD:  Well, if we're looking at -- I guess I'm -- I wasn't involved in the scenarios, so I can't speak about it, but I will speak about some of the municipal examples, in particular, the waste water treatment.

If there is an existing waste water treatment, then in that case, at a minimum, this will be fuel substitution, but it all depends if the waste water plant is new or it is already existing.

If it is already existing, it is already capturing the methane and using it for flaring, more likely for boilers for heating in the plant.  But if a new plant comes on and -- or an existing plant switches from lagoons only, where they're emitting methane through the anaerobic process into actually -- producing through the AD process methane to be collected.

But I don't know in Ontario.  I am from Alberta and, to tell you the truth, I don't know which towns do that here.

MS. CHAPLIN:  Actually, Dr. Abboud, just going back a moment, do you have information with respect to Ontario, whether or not there's a greater preponderance of dry manure versus wet manure, and which are the most likely to be potential projects under this program?

DR. ABBOUD:  We did estimate about 20 percent of all manures to be eligible for -- well, eligible.  I mean, we don't judge.  But basically 20 percent would be more likely to be used to produce -- through anaerobic digestion to produce methane.  Those are primarily the ones that are due to farms that have hogs or some that have dairy, because these are the ones that tend to be much more wet, the manure, so are more likely to produce methane, much more methane.

MS. CHAPLIN:  I want to make sure I understand.  So you're saying the conclusion was that 20 percent of the anaerobic digestion projects or usage would be related to this type of facility or type of situation, which would qualify as both substitution and emission reduction?  Is that -- am I stating that right, or are you saying of the total universe of farm situations in Ontario?

DR. ABBOUD:  Okay.  In our actual analysis, in our report, the numbers we use for the volumes that can be used for anaerobic digestion are already discounted at the 20 percent.

We started by saying the total amount of manure produced in Ontario, out of those, we estimated only 20 percent will be used for AD, and that is the number you will see in here.

So that number isn't discounted.  It is already -- you know, so if you take the volume through agriculture that can be used for AD, that's already 20 percent of the total in Ontario.

MS. CHAPLIN:  And, therefore, of that 20 percent of the total that would be suitable for AD, it would all be classified as being -- leading to not only substitution, but also emission reduction?

[Mr. Goulden and Dr. Abboud confer]

DR. ABBOUD:  That's correct.  That 20 percent that we said for AD will be for both.

MS. CHAPLIN:  Okay.  So is the conclusion that the expectation is that any AD projects under this program would appropriately be accounted for sort of as being column (g) projects?  Is that conclusion correct?

MR. GOULDEN:  Maybe I could help a little bit.  Maybe I can help a little bit, because I sense -- the question you are asking and what Dr. Abboud is referring to, there's actually -- in the appendices, the studies actually looked at turkey -- if you are so interested -- turkey manure versus beef versus hogs versus chickens, and there is all different factors.

So the dry versus wet and all those things we don't want to talk about, that is part of the analysis.

MS. CHAPLIN:  Okay.  So is the conclusion there are a spectrum of projects, some that -- your expectation is that the projects that may come forward as part of your program, there will be some that will have very limited emission reduction benefits.  There will be a bit of a scale.  Some will have limited emission reductions, because it is dry and/or probably already been treated, to the other end of the spectrum where it is wet and it is not being treated, and, therefore, if a particular project came forth there, there would be the more significant emission reductions?  Is that a fair characterization?

DR. ABBOUD:  Yes.

MS. CHAPLIN:  Okay.  Thank you.  Sorry, Mr. Elson.

MR. ELSON:  Maybe to take that further, I am not sure -- I believe you were saying that 20 percent of the manure that could be used in this program would be closer to the substitution and emission column; is that right?  Because most of it is wet?

DR. ABBOUD:  What we say in the reports is in our scenarios, we have used 20 persons of the animal manures that are captured.  Where those would -- if they are not treated, they will emit methane into the atmosphere.

So those will be both, substitution and capture.

MR. ELSON:  Thank you.

DR. ABBOUD:  Okay.

MR. ELSON:  Going back to waste water treatment, you made a distinction between new and existing plants, and by that, do you mean new and existing biogas plants?

DR. ABBOUD:  That's correct.

MR. ELSON:  I believe previously the last panel had discussed that the difference between substitution only and substitution and emission reduction is about eight times?

DR. ABBOUD:  These numbers were calculated from our report.  We did not calculate these numbers, but they're based on our report.  So they're correct, I would say.

MR. ELSON:  Thank you.  And would you agree that the price premium that is paid under the proposed programs doesn't proportionately reflect the differences between the projects, in terms of GHG reductions?

DR. ABBOUD:  Sorry, I can't help you.  I was never involved, and that's not my expertise when it comes to price and costs.

I am just involved in the science part.  Someone else --



MR. ELSON:  Perhaps someone from the utilities could answer that question.

MR. SEAWARD:  So let me answer this in two ways.

First, when we talk about substitution only and substitution and emission reduction, let's understand what we're saying about emission reduction, is it is absolutely everything it could be.  And it all depends upon the protocols.

As we've talked about over the last three days, the protocols are not set in Ontario.  So what we have, I think it is -- if one goes to the Green Energy Coalition's interrogatory and answer, the chart is fairly clear there.  Where we have a range, we have a range and the bottom of that range is fuel substitution.  It does not matter what the project is; they will all qualify for fuel substitution.

That, we know.  It can be any size of landfill.  It can be any size of AD.

Now, the very top portion is, if all emission reductions that are potential -- so in Dr. Abboud's report, which is about potential -- in the potential, if the protocols were such that all potential were there, then that would be the top.

The reality is there's going to be somewhere in between that, right?  It will depend upon the -- on the protocols that are finally put forward by the Ontario government.

So the second part of my answer, then, is that to try and drive price to that in the way you characterize it, I think, is inappropriate.

What we have said is there are four benefits within our program, one of which is GHG emissions.

And what I have just said is within our program, those GHG emissions will be, at minimum, fuel substitution, and then in some projects, at a maximum, as has been discussed, and the reality will be somewhere in between there.

MR. ELSON:  And I understand the reason for that is the prices are driven by expected ROE, as opposed to GHG reductions; is that right?

MR. SEAWARD:  That's correct.

MR. ELSON:  So would it be possible instead to give priority or preference to projects with a higher expected resulted GHG -- resulting GHG reductions?

MR. SEAWARD:  I'm not sure I fully understand when you say by priority.

Our program is designed to attract as many possible projects over five years to the maximum cap, as we've discussed.

We have no mechanism in there to look at one project versus the other.  So what we're trying to do, again, is to build a foundation for the market.  And in building the foundation, one of the key principles for us was to ensure that we respected the impact on customers, as informed by the customer survey.

So we took all of those things together.  So within that, we have no other mechanisms that give priority.

The reality of how the projects will develop will be about the capital availability for the projects themselves; it will be about the ability for those projects to connect to our system.  How close are they?  What is the size of our system?

So there is many variables within that.  So there's no mechanism within the program that we have put forward that would allow us to give priority based on one over the other, in the manner which you have asked.

MR. ELSON:  I understand at the moment when market capacity is limited, allocation of capacity is on a first-come, first-served basis.

Instead of doing first-come, first-served, could you allocate according to assumed resulting GHG reductions?

MR. SEAWARD:  So let's turn to the evidence for a second.

In our common evidence, so page 2 -- sorry, tab 2.  Let me just find it myself.

MR. ELSON:  I believe it is 25, page 25.

MR. SEAWARD:  Thank you.  Very helpful.

MR. ELSON:  Thank you.

MR. SEAWARD:  So to be very clear on what the capacity allocation is meant to do here, in the discussions that we've had over the last couple of years, trying to understand where projects may come from, we don't expect that, in fact, there is going to be a number of projects competing for the same piece of pipe.

That is not our expectation at all.

The reason why we went to the extent to put this together was to be prudent.

Again, I talk about being informed by the OPA, the FIT program.  One of the things that we know that has occurred over the last five years is that some potential producers have been shut out, you know, for electricity generation, because the -- because others have reserved capacity on the line for projects that didn't actually get built.

Again, we don't -- because in the FIT program you're talking about solar and wind, as well as biogas, we reasonably do not expect that to happen in our situation.

But the question we asked ourselves is we put together a program.  If it does, what do you do?  You need to have answer before, and you don't want to figure that out on the fly.

So when we put this capacity allocation, it says first-come, first-served, and that is to protect that somebody says, the first day:  If we get approved, yes, I'm going to build a plant.  And we can't do anything more, but the person doesn't actually do anything.

And then you actually have a legitimate person two years later that could utilize that capacity.

So that is what we mean by that.

So back to your very specific question, we don't really anticipate a lot of competition within a single piece of pipe, to deal with the market takeaway situation.

MR. ELSON:  If you do end up with competition, could you, instead of doing first-come, first-served, allocate according to resulting GHG reductions?

MR. GOULDEN:  We could, but it is not part of our application.  That is not our proposal.

MR. ELSON:  Another way to give projects priority would be if you reach the cap in your program or are reaching your cap, would it be possible, if that is the case, to give priority to projects that lead to the largest GHG reductions?

MR. GOULDEN:  It is possible, Mr. Elson.  Again, our position was first-come, first-served across a broad range of projects, as we've described.

But it is not our proposal to sort of look at, as another filter, what the GHG impacts are.

MR. ELSON:  If you were to give priority in the way that we propose, would that lead, most likely, to larger resulting GHG emissions from the program overall?

MR. GOULDEN:  Yes, although there is other factors that you would need to consider, like how much would it cost for these people to connect and all that stuff.

But by virtue of identifying that you are going to be looking at GHG emission reductions first, then you would obviously be increasing the GHG reduction impacts.

MR. ELSON:  Thank you.  I will move on to another area, which will be very short, just a clarification regarding this response to Pollution Probe's interrogatory.

Column (d) refers to substitution only.  I believe these numbers come from Dr. Abboud's reports, and I am wondering, in the calculations for the substitution reduction, if all of the major greenhouse gases were included or just CO2?

In other words, is it tons of CO2 or tons of CO2 equivalent?

DR. ABBOUD:  It's ton of CO2 equivalent.  That's what we...

MR. ELSON:  Thank you.  One final area.  Maybe I will take a step back and just tell you what Pollution Probe is looking for, which is an overall quantification of the incremental cost of GHG emission reductions that is net of free riders; in other words, only the reductions that actually result from the program.

And we want a number that we can compare to benchmarks, for example, to wind power.  And the reason we want that is so we can use that, in a sense, to assess the costs of the resulting environmental benefits.

So, you know, I have a line of questions here to try to narrow down to get to that number, so maybe I will start with table 1.  But I could maybe just try to short-cut by asking you all what the best way of coming to that number might be, that number or set of numbers.

MR. GOULDEN:  Sorry, can you describe that a little more?  I am, at least, having difficulty understanding what you are asking.

MR. ELSON:  Well, maybe I will take you through question by question then.

If you could return to table 1, tab 1, page 3 of the Pollution Probe cross-examination reference book, there are two columns we have looked at, which is column (f) and (g).  These provide a very wide range of possible GHG reductions.

I am wondering if you can tell me or estimate a percent of projects that would be in column (f) and a percent that would be in column (g) so that you could come up with another column, a total column, that would list the expected or an estimated overall incremental cost of GHG emission reductions.

[Witness panel confers]

MR. SCHNEIDER:  As was stated priorly by another panel, this is just an illustrative forecast table.

We have no forecast with respect to the number of projects which would be in column (f) or column (g), and therefore can't answer that question.

MR. ELSON:  What if you used the mix of projects used in the ARC report?

MR. SCHNEIDER:  The ARC report only provides a potential of available projects or market potential, and we do not know what will actually come on line.  So that would be completely speculative.

MR. ELSON:  Would the market potential -- would it be possible to use that number as the basis of a reasonable estimate?

[Witness panel confers]

DR. ABBOUD:  Mr. Elson, if you look at our report at figure 8, on page 26, we report in the near term the emission reductions versus fuel substitution amount.  I am sure it will be in another table.  So you see it in that table.

First we have near term, long term and the total for Ontario.  It is the near term that is the AD.

MR. ELSON:  Thank you.  Could I then ask for an undertaking to add a column with the average implied GHG reduction values based on the mix of projects used in the AI report and indicated on page 26 of that report?

MR. GOULDEN:  I think what Dr. Abboud indicated was the overall potential, and he's identified it would be anaerobic digestion.  What we indicated in the response to table 1 was illustrative, again, one versus the other.

I think what you're asking is:  Can we simply provide a proportional number based on Dr. Abboud's potential?  Is that what you are asking?

MR. ELSON:  A calculation based on the mix of projects used, the potential in Ontario, which I believe is what AI is based -- the AI report is based on.

MR. GOULDEN:  You're saying mix of projects?  I think what you're suggesting is we would apply the theoretical potential.  Is that what you're suggesting?

MR. SOMMERVILLE:  The Board is concerned, Mr. Elson.  You have tried to get to this repeatedly, and that is the idea that you want the applicant to define, in one way or another, the specific projects that it can theorize will come forward.

And the answer has always been same.  The answer is, We can't estimate what they are.

And I understand why you may want that answer, but the panel has already given you that answer several times, that they cannot, with any confidence in the number, provide you with that kind of breakdown.

I think that is the case, Mr. Goulden.  Am I hearing you correctly?

MR. GOULDEN:  Yes, that's correct.

MR. SOMMERVILLE:  So I am not sure that asking the panel to create a document, that they have already disavowed as having no connection to their program, is of particular value.

MR. ELSON:  I see that.  I think that is a good point.  What I am asking the panel is to estimate, based on the mix that is in Ontario.  If the panel is saying that that estimate would be useless, then I guess I should move on.

MR. SOMMERVILLE:  Well, then ask that question, and then we will go from there.

MR. ELSON:  Could you provide an estimate based on the available projects in Ontario as outlined in the AI report?

MR. GOULDEN:  As the Chair indicated, and as I indicated previously, it is not available projects.  It is theoretical potential that Dr. Abboud determined.

We can provide a theoretical calculation based upon what you are asking us to do, but it has, in our view, absolutely no meaning.

MR. ELSON:  It would have no bearing on the projects that would be accepted?

MR. GOULDEN:  Absolutely not.

MR. ELSON:  Then I agree that that would be pointless.  Maybe another way I could get to the same number quickly - and I am close to wrapping up - would be to refer to Exhibit K1.3.  That is the GEC exhibit.

MR. GOULDEN:  We have that, Mr. Elson.

MR. ELSON:  Would it be possible to calculate the incremental or theoretically valid -- calculate the incremental cost of GHG reductions by using the figures here, which is the incremental cost of gas, which is 58.5 million per annum, and the annual reduction in CO2 equivalent, which is 2.4 million tons of CO2 equivalent?

MR. GOULDEN:  I think that is what Mr. Poch did already, at a couple of theoretical -- or at a couple of assumed values.  One was $15 per tonne; the other was $50 per tonne.

So are you asking us to do something different than that?


MR. ELSON:  Would it be theoretically valid to take approximately 60 million, divided by 2.4 million, and come up with a per-tonne cost of approximately, I think it is, about $25 per tonne?

MR. GOULDEN:  Sorry, are you asking us to simply tell you that if you took 58 million and divided it by 2,400 tonnes, it would come up with the number?


MR. ELSON:  No.  I am asking you if that would be a valid calculation of the incremental cost of GHG reductions.


[Witness panel confers]


MR. GOULDEN:  Sorry, Mr. Elson, we are not really clear on how that would be related to the information on Mr. Poch's exhibit.

You could divide one number by the other, but I am not sure that you could then surmise that that was some carbon value.  Just -- we are not sure what you're getting at.

MR. ELSON:  I guess I am trying to divide the total cost by the resulting reductions.

If your answer is that that is not a theoretically valid number, then that will have to suffice.

MR. GOULDEN:  We're just not sure it would be meaningful.


MR. ELSON:  Okay.  Well, I have no further questions.


MR. SOMMERVILLE:  Thank you.


MS. CHAPLIN:  Sorry, Mr. Goulden, if I understand Mr. Elson's question correctly, he's taking the roughly $58 million which is the premium that's being paid for the source of supply, and he's dividing it by the 2,400 kilotonnes that is the reduction.

So I think he is trying to derive an implied cost for each tonne of reduction.  Do you follow that?  Does that...

So he's sort of saying if you do that division, and I guess -- what was the answer?  So sort of for this project, at the prices you are forecasting and the volumes you are forecasting, for the scenario where you have the average price, there is sort of an implied cost per tonne of CO2 equivalent reduction of around $25.

First of all, do you follow the math?

And second of all, does that seem -- is that a -- is there any sense in looking at it that way?


MR. GOULDEN:  If it is helpful to the Board, maybe we can discuss it over the lunch break and respond --


MS. CHAPLIN:  Sure.

MR. GOULDEN:  -- more effectively.

MS. CHAPLIN:  Some food would be probably good.


[Laughter]


MR. SOMMERVILLE:  Are you finished, Mr. Elson?


MR. ELSON:  Yes, subject to our discussions over lunch.

[Laughter]


MR. SOMMERVILLE:  Okay.  We will take our break now, and we will come back at quarter to 2:00.

Mr. Poch will be next.


There are obviously advantages to finishing this panel this afternoon.  I think we will try to do that, and then move on with panel 3 tomorrow, and hopefully oral argument tomorrow.

The estimates that I have for cross-examination for panel 3 would suggest that finishing panel 3 tomorrow morning is a likely outcome.


So if these estimates for tomorrow aren't accurate, speak now or over the break or forever hold your peace, because we will move to that schedule.
Thank you.

--- Luncheon recess taken at 12:47 p.m.

--- On resuming at 1:51 p.m.

MR. SOMMERVILLE:  Thank you very much.  Please be seated.  Mr. Poch.
Cross-Examination by Mr. Poch


MR. POCH:  Thank you, Mr. Chairman.  I don't know if there was going to be a further response to Mr. Elson's question, but I know I can tell you it is $24, and I can also tell you that the -- I assume, panel, that the caveat would be that's assuming the representative -- that the actual projects were reflective of the proportions in the potential which, of course, you have indicated you can't predict?

MR. GOULDEN:  Thank you, Mr. Poch.  That's in fact what we identified in our response to Exhibit I-8-9, so it is the same proportionality issue, where we expressed some reservations.  But it is a number and there is certainly an argument to be made that it is a valid number and is appropriate.

MR. POCH:  All right.  I should just introduce myself to those who are members of the witness panel that are new to this setting.  I am counsel for -- David Poch, counsel for the Green Energy Coalition, which is a coalition of some of the larger environmental groups.

I wanted to look at this question of the makeup of, you know, what might come and its relationship to GHG reduction impact, and try not to duplicate what my friend has covered.

If you could -- Mr. Buonaguro has been good enough to put up on the screen Exhibit B, tab 1, appendix 1 at Roman numeral X, where there is a table.

I take it, again, this would be looking at the potential?

DR. ABBOUD:  Yes, yes.

MR. POCH:  First of all, just a few observations to make sure I am on the right track here.

By comparing the bottom row in the first and second column for cubic metres of methane -- million cubic metres of methane, I take it that six-sevenths of it is going to come from -- not from the anaerobic digestion sources, but from the other sources where you don't obtain the emission reduction; correct?

DR. ABBOUD:  If you're referring to the bottom line that says "Ontario".

MR. POCH:  Yes.

DR. ABBOUD:  Okay.  First of all, this includes all sources, gasification and anaerobic digestion for all through.  I mean, when we calculate that, this is a summation of all of the above.

MR. POCH:  Mm-hm.

DR. ABBOUD:  But when it comes to the near term, we were only using AD.  But there is a caveat.  If you look at number 1, we calculate this column 1, emission reduction, as the amount of methane, million cubic metres per year, generated in landfills, plus 20 percent of the methane generated from manure, because we assumed 20 percent of the manures can be considered to participate in emission reduction.

MR. POCH:  All right.  I guess that is one of the areas I was going to.  You had indicated that you had spoken to this 20 percent and the fact that in many cases, where you have dry manures, for example, it wouldn't be particularly suitable for anaerobic digestion.

DR. ABBOUD:  Yes.

MR. POCH:  And, therefore, wouldn't offer the same greenhouse gas benefits if you did try to utilize it?

DR. ABBOUD:  That's correct.

MR. POCH:  All right.  I did take it, though, that there is -- looking at the bottom line, there is a disproportionate amount of the greenhouse gas reduction potential comes from what you have determined through your studies is the more expensive resources - the more expensive to capture, that is - the anaerobic digestion and so on?

DR. ABBOUD:  I am not following you, Mr. Poch.

MR. POCH:  Well, your simple metrics of pricing has higher prices for anaerobic digestion, and we see here we could expect proportionally more greenhouse gas reductions from that technology, though?

DR. ABBOUD:  Okay.  I did not participate in the pricing, or really -- that's not my expertise.

I can tell you, yes, from anaerobic digestion, we could expect because -- because of the multiplier, anything with anaerobic digestion that -- again, I have to qualify.  Anaerobic digestion where one can attribute some emission reduction to that anaerobic digestion process, because of the multiplier then is 21, that's why it is a larger number.

MR. POCH:  Okay.  Let me ask this.

You have said here you've only assumed 20 percent of the potential for anaerobic digestion in these numbers, because that's the proportion you think will be suitable.

But the program doesn't preclude other participation?

DR. ABBOUD:  Let me...  I just want to explain one thing about manure.

MR. POCH:  I know I am going to regret having asked this.

[Laughter]

DR. ABBOUD:  Sorry.  Professors tend to talk sometimes, but I will try to be brief.

All manures can participate and you can get methane from them through anaerobic digestion.  But the dry manures, we cannot attribute the 21 factor emission reduction.  So I hope that is clear.  This is what I am...

MR. POCH:  Right.  So then I guess my question, not to you, sir, but to the company representatives, would be:  Given that the anaerobic digestion option is more expensive to obtain, to buy the gas from, and that some proportion of potential participants in that world, in Ontario, wouldn't offer nearly as much greenhouse gas reduction potential as others, why not put a constraint on your program to say, We're only going to buy from -- however you define it.  For simplicity, let's say from wet manure producers, and thereby both maximize the GHG reduction potential and help keep the costs of the program down.

MR. SEAWARD:  As I think has been discussed a number of times, the program isn't based solely on GHG reduction.

There are many benefits; right?  So we have itemized the four benefits and, I think, talked a great deal about that.

So that the program is created to create a foundation for this industry.  So, in fact, what we are trying to do is not to limit it, but to create a foundation that would attract a number of different projects and project types over the five years.

So that is how we approach designing the program.

MR. POCH:  All right.  Would it be possible, though, to define some fairly easy to determine categories so that the applicants could rule themselves out to optimize this blend of cost and GHG reduction, without simply eliminating all anaerobic digestion?

MR. GOULDEN:  As I confirmed to Mr. Elson, there is lots of different approaches we can take, Mr. Poch.  It is not the approach that we took.

MR. POCH:  Understood.

MR. GOULDEN:  One of the challenges is, you know, to make that judgment when there is lots of science involved and, you know, Mr. -- Dr. Abboud is the only scientist here, so...

MR. POCH:  Earlier in cross-examination, I made the suggestion of a potential for some kind of a mid-term review and others have picked up on that, and I think the company has indicated it is not opposed to that.  It is not proposing it, but it's not opposed.

Would it be possible to track -- in the initial years of this program, if you get to go ahead, to track the contracts and data that would allow an analysis of who is participating, what the expected greenhouse gas avoidance impacts have been, and the costs relationship to that, so that if you or the Board were inclined to tweak the program part way through -- and I don't mean it in I think the sense Mr. Warren was getting at about tweaking the existing contracts.  We don't want to meddle with those, but for new contracts going forward, if we wanted to tweak those, we could consider tweaks at that point?

[Witness panel confers]


MR. SEAWARD:  The simple answer is yes, Mr. Poch, that can be done, because we're going to need to do that to collect the information for the potentials of EA credits going forward.  So yes, we can do that.


MR. POCH:  Now, I just wanted to discuss briefly the reasons why you would -- may not -- not want to be too extreme about whittling down the forms of anaerobic digestion that you include in the program.

Is it fair to conclude that one of your goals for all of the technologies here is to drive inefficiencies in management and technology, and so on?

I think you have been pretty clear about that.


MR. GOULDEN:  Yes, as we discussed.

MR. POCH:  I take it if we didn't include anaerobic digestion as a group in this, because it is the more expensive, then the technology is somewhat specific to scale and format, that is the -- you can't simply take the technology efficiencies that have been driven into, say, the large landfills, and apply them later to the small farm?

MR. SEAWARD:  Yes.  That's exactly -- that's, I think, what we have meant by creating answering a foundation for the industry, and to get towards the total efficiencies of the industry.

So I would concur, yes.

MR. POCH:  All right.  In the DSM world that I have often involved in, in front of this Board, it is a kind of truism that we have heard from time to time that one of the important roles for the utilities, in that world, has been to create a level of market experience and acceptance that paves the way for government regulation to come in and set new performance standards, that then act as a floor.

It is difficult for government to do that in leaps; they like to do that without upsetting the apple cart too much.

Is that logic at all applicable here, to, in your view, regulations that might be brought to bear on these activities?


[Witness panel confers]

MR. GOULDEN:  Yes.  As we hopefully communicated in the past, that's really what sort of getting to market transformation is about.  So we would agree.


MR. POCH:  There was just one other matter I wanted to touch on.  There was this -- and I think you covered off most of this, about this concern about potential double taxation if we got into a -- eventually we get a carbon regulation scheme in Ontario, in some way, shape or form.  The spectre of, in effect, double taxation was raised, and I think you responded to it earlier, saying if there is some mechanism to monetize the benefits, then presumably that monetized benefit would flow to the gas customers and offset any potential for double taxation.


Do I have that right?


MR. GOULDEN:  Yes, that's correct.

MR. POCH:  All right.  So I am just wondering if it would be a friendly proposal to you that your contracts with providers of RNG provide that any tax reduction benefit that flows to them would be -- would in turn be, in effect, the property of your customers, not just simply the simplistic formulation that -- any carbon credit.


[Witness panel confers]


MR. SEAWARD:  If I understand the question, Mr. Poch, I do think our contract, as we provided information for these purposes, covers that, by the fact that the utilities, on behalf of their customers, will own the environmental attributes.

Therefore if they're monetized, they will be put back through a deferral account mechanism, to the benefit of the supply customer.

So I think that is what we have already done.


MR. POCH:  All right.  I will leave that, then.

And Mr. Chairman, I can tell you I can have only one question, which was probably just a request for an undertaking of panel 3.  I have passed that along to Mr. Millar, since I will take my leave at the end of this panel, and therefore, my time for the next panel is zero.


MR. SOMMERVILLE:  Thank you, Mr. Poch.

MR. POCH:  Those are my questions.

MR. SOMMERVILLE:  Thank you.

Mr. Warren, I think you are next.
Cross-Examination by Mr. Warren

MR. WARREN:  Mr. Chairman, I will advise the Panel that I will try scrupulously to adhere to the time limits I've indicated, but in the event that I slip over, I am going to claim an extra credit in my capacity as Mr. Woodward.

[Laughter]


MR. WARREN:  Panel, most of my questions are to Mr. Camirand, with one exception to you, Dr. Abboud.  And this matter arose this morning, and it may well be the fulcrum on which this case turns.

And that is the distinction, in terms of greenhouse gas capacity, between turkey dung and chicken dung.

[Laughter]


MR. WARREN:  It all seems foul to me, sir, but...

[Laughter]


MR. WARREN:  What's the difference?


DR. ABBOUD:  The difference between them is –- actually, we lump them all together.  We just give -- we felt they are the same.


MR. WARREN:  I am not going to go any further on that.  Thank you, Dr. Abboud.  The lumping analogy is enough to leave me behind.

[Laughter]


MR. WARREN:  Turning to you, Mr. Camirand, you have produced in this -- for this proceeding two reports.

Let me deal first with Exhibit B, tab 1, appendix 4, which is entitled:  "A Biogas Plant Costing Report."

Now, am I correct in understanding that -- correct me if I'm wrong, because it is a very crude reduction of what it is you did -- you determined the costs of the infrastructure needed to convert raw materials into useable gas?  Correct?

Certain machinery that you need to convert it, right?


MR. CAMIRAND:  We cost the machinery or the equipment necessary to convert different types of waste into biogas, and biogas into renewable natural gas.


MR. WARREN:  Having determined what infrastructure was needed, you –- sorry, you determined the costs, what infrastructure was needed, you determined the costs of that, and then in order to determine those costs, you went out and you got quotes from suppliers in the marketplace; is that correct?


MR. CAMIRAND:  We got quotes only for the upgrading, upgrading equipment being the equipment that takes biogas and converts it into RNG.


MR. WARREN:  For the other costs, you based that on your experience; is that correct?


MR. CAMIRAND:  Experience?

MR. WARREN:  In the business.


MR. CAMIRAND:  Experience in the business, yes.


MR. WARREN:  Now, were you given the nine scenarios that you were supposed to cost?


MR. CAMIRAND:  No.  We were asked to come up with scenarios that would represent, at best, a biogas industry developed in Ontario.


MR. WARREN:  And that was based on your experience where?

MR. CAMIRAND:  In the North American context.


MR. WARREN:  So you looked at examples of existing biogas markets in North America; is that correct?


MR. CAMIRAND:  We looked at the development of biogas in the North American context, yes.


MR. WARREN:  Okay.  I want to be more specific than that.

Did you look at specific biogas markets in North America?  And if so, what markets did you look at?


MR. CAMIRAND:  Well, the markets we look at, anaerobic digestion -- because we were asked to see if a biogas industry would develop.  Biogas is based on feed stock, primarily.

So pretty much every jurisdiction has manure, industrial waste and municipal waste, so that we based our scenario based on the available waste streams in North American context and pretty much the same in every jurisdiction.

MR. WARREN:  There's a difference, and correct me if I'm wrong.  You looked at available waste streams.  Can you tell me, is there a biogas industry, of the kind we're talking about in this application, in existence anywhere in North America where you take waste streams and you convert it to useable natural gas?  Is there one in existence anywhere in North America?

MR. CAMIRAND:  Are you asking if there is a market or you are asking if there are projects?

MR. WARREN:  I am asking if there are projects.

MR. CAMIRAND:  I would refer you to an exhibit -- an IR that we responded.  Just a moment.  I will look it up.

[Witness panel confers]

MR. CAMIRAND:  I would refer you to IR 1-3-11 from School Energy Coalition, number 11, where we took what -- we provided information about the Canadian renewable gas projects in existence.

MR. WARREN:  Now, did you, sir -- in coming up with the costing, did you examine those particular projects?  For example, one of them is the City of Hamilton, Woodward Avenue waste water treatment plant.  Did you examine the capital costs of that project?

MR. CAMIRAND:  No.

MR. WARREN:  There is -- and we will get to it a little later in my examination, but the last document in the prefiled exhibit is Exhibit C, appendix 2.  There is a letter, a letter from Union Gas to something called Seacliff Energy Ltd., which apparently has a facility in place that converts waste streams to biogas.

Did you look at the capital and operating costs of the Seacliff operation?

MR. CAMIRAND:  No.

MR. WARREN:  Did you, sir -- there is in one of the exhibits -- one of the interrogatory responses, a list of

-- it's Board Staff No. 3.  You don't need to turn it up.  There is a list of people, stakeholders with whom Union and/or Enbridge spoke in connection with this project.  They include a number of municipalities.

Did you speak to any existing -- any municipalities in Ontario that have waste streams to determine from them what the cost would be to use those waste streams to convert it into natural gas?

MR. CAMIRAND:  No.  All our cost analysis were based on the nine hypothetical scenarios that we developed to reflect the waste streams.

MR. WARREN:  Would you agree with me, Mr. Camirand, that you could have been directed -- indeed, you could have gone to existing waste streams and examined the actual capital costs of the kinds of projects we're talking about in this case?  That would have been possible, would it not?

MR. CAMIRAND:  I disagree.  The best way to form a capital cost is to have -- well, determine the scenario or the feedstock and determine the equipment necessary, evaluate the costs.  We can rarely compare a plant to another.

MR. WARREN:  So I take it that a hypothetical, in your view, is a more accurate picture for the Board than is the assessment of actual operating costs of projects that are in existence?  Is that what your position is?

[Witness panel confers]

MR. SCHNEIDER:  To further your question a little more, Mr. Warren, we took a look at what would likely occur within the province.  I believe your characteristic -- or trying to characterize that there are a number of projects to look at.

We have on record, in the IR that we pulled up, that there are three in Canada, and trying to infer from extremely different projects to create what we would call ARC-type projects or representative-type 1s that we were looking to examine, I don't believe is correct.

MR. WARREN:  Could you have looked at examples in other jurisdictions, in the United States or in Europe?

MR. CAMIRAND:  Yes, but our experience is that it is difficult to transpose these capital costs into the markets, because over this it is more developed, and here it is not developed.

MR. WARREN:  Sorry, capital costs, my crude understanding, are not a function of whether the market is developed or not.  It is simply the capital cost to convert a waste stream into gas.  Those projects exist in the United States.  They exist in Europe, according to the map that was provided.

You could have examined those and come back and said, This is what the data shows us.  You could have done that, could you not?

MR. CAMIRAND:  We decided not to do that, because we couldn't have come up with a reasonable capital cost.

We just -- there is too many variables in these projects, and most of the information is private.

MR. WARREN:  But you didn't ask anybody; right?

MR. CAMIRAND:  As part of our experience in pricing biogas plants, there has been some informed information about all of these plants.  But to do our work here, we had to start from scratch and build a process, equipment, and price each pieces.

MR. WARREN:  Now, you were advised, I take it, Mr. Camirand, of certain constraints, as I understand it, on your examination, one of which is that the cost for residential consumers on an annual basis could not be any higher than $18; correct?

MR. CAMIRAND:  It is actually at least $17.

MR. WARREN:  Thank you for that correction, sir.  You were told that that was the constraint; right?

[Witness panel confers]

MR. SEAWARD:  Let me just step back one second.  So for the question, when you said the customer impact, $18, you were correct.  It was $18, and $17 is the price.  So it is not cost now, if we're talking about price.

So what Mr. Camirand did, there was no impact on his costing study whatsoever about what the -- the price that we were going to charge.

So within the context of what we have turned up, which is the first report, the biogas costing report, those costs were as described by Mr. Camirand.

In the next report, which is a pricing report, then, yes, we at the utilities took into consideration, as we put together the pricing mechanism with Electrigaz, the fact that we were constrained by a residential customer impact of $18.

MR. WARREN:  An additional constraint was the ROE had to be 11 percent; right?

MR. SEAWARD:  That was the target, yes.

MR. WARREN:  Right.  I just want to understand, then, the relationship between the two reports.

If the report, the first report, indicated that the costs would inevitably give rise to prices that were over $18, isn't that a constraint, sir, on what he was told to do?

MR. SEAWARD:  No.  What we asked him -- before we decided on what the pricing should be, we started with the costs.  So it wasn't the other way around.

We knew -- we knew what the customer survey told us, but the first thing we said is, to Mr. Camirand, we need to understand what these nine scenarios look like and what the capital costs will be, what the O&M costs will be across this wide spectrum.

That was brought forward.  Here is the cost.  Then in order to calculate the return on equity, you start to apply a price to that.  And, yes, at that point, there was also the impact, as you've stated, around the constraint of the $18.

MR. WARREN:  And the 11 percent ROE figure was drawn from what the FIT tariff program offers; is that right?


MR. SEAWARD:  Yes.  As we stated, just to be clear, so turn to our common evidence, and Exhibit B.

So just to confirm that what I am saying is aligned with the evidence:

"Based on this calculation of costs in each scenario, Electrigaz then determined the prices which would be required to support a return on equity of 11 percent for the producer in each scenario.  The 11 percent ROE level was selected because of its consistency with the ROE in the OPA feed-in tariff program, taken to be representative of the industry marketplace."

MR. WARREN:  But the OPA's tariff program also informed the first study, did it not?

MR. SEAWARD:  In what aspect?


MR. WARREN:  Well, if you turn up appendix B, tab 1 -- sorry, Exhibit B, tab 1, appendix 4, page 14, the following statement appears:

"Some assumptions were formed by the Ontario Power Authority, OPA, feed-in tariff.


That is what your prefiled evidence says, at least Mr. Camirand is.

MR. CAMIRAND:  I'm sorry, which -- you're referring --


MR. WARREN:  Exhibit B, tab 1, appendix 4, page 14, your first report.

It's not a very long sentence, gentlemen.  It is only about eight or nine words.


I take it that I am right that some assumptions in this first costing analysis were informed by the OPA's feed-in tariff?  And if so, what assumptions were informed by the OPA's feed-in tariff?


[Witness panel confers]


MR. CAMIRAND:  Actually, for this report, that's not the case.


MR. WARREN:  So that statement is wrong?

MR. CAMIRAND:  Yes, it is.  I believe we did not use any assumptions from the OPA for the costing report.


MR. WARREN:  I don't want to push this beyond a reasonable limit, sir, but why would you include a statement in a report, which is filed in evidence, which is simply not true?


MR. CAMIRAND:  It was probably a clerical mistake.

MR. WARREN:  Oh, some poor clerk?  Well, let me, then, turn to the second of the two reports, and this is the one where you are looking at the RNG program pricing report.

And perhaps the place I could ask you to begin that is, if you look at Roman numeral III, the first page -- that's Exhibit B, tab 1, appendix 5 -- we have agreed that the 11 percent ROE figure is the one that is in the OPA FIT tariff program; correct?


MR. SEAWARD:  That is correct.

MR. WARREN:  Now, Mr. Camirand, did you actually talk to any potential contractors -- for example, Seacliff Energy -- to determine whether or not they needed 11 percent return on equity in order to participate in this program?

MR. CAMIRAND:  No.


MR. WARREN:  So I take it that since we're dealing with hypotheticals in this report, it is hypothetically possible that there are a number of contractors out there for whom 11 percent is a target that they don't need?

Is that not possible?


MR. SEAWARD:  The 11 percent was established after consultation with the utilities.

So this was, at the end of the day, a utility decision, that 11 percent was required for this marketplace.  And it was informed, as we've said, by the OPA FIT program, that in order to -- in order for return on equity from one program to the other, it needed to be consistent.

MR. WARREN:  Sorry, I am going to go back to the question I asked Mr. Camirand, and that is:  Did you actually speak to any people, to see if 11 percent was required?  I took it the answer was no.

So my question to Mr. Camirand is derived from that, that it is possible that you can get people who will contract under this program who don't need 11 percent return on equity; is that not the case, Mr. Camirand?


MR. CAMIRAND:  Since we've not talked to these promoters, we cannot speculate on what they need or don't need.

MR. WARREN:  Now, if you could turn up the references to this Exhibit B, tab 1, appendix 5, it appears on page 6 of the report.  Do you see the references?


MR. CAMIRAND:  Yes.


MR. WARREN:  There are 10 of them, and seven of them are references to various Ontario Power Authority feed-in tariff programs, or OPA programs.

Would you agree with that?

You can trust my math, sir.  Ten fingers -- under 10, I am okay.  Seven of them are references to OPA documents.

[Witness panel confers]


MR. CAMIRAND:  I'm sorry, I'm counting six.


MR. WARREN:  Oh, dear.


[Laughter]


MR. WARREN:  Another fulcrum issue on which this case turns.

[Laughter]


MR. WARREN:  I dare to ask, as Mr. Brett did:  Tell me where I'm wrong.

[Laughter]


MR. WARREN:  I am going to suggest to you, sir, as I read this price report, just to cut to the nub of it, is that what you were asked to do was to design a price program that was the equivalent of the OPA's feed-in tariff program.  Is that not a reasonable conclusion on my part, Mr. Camirand?

[Witness panel confers]


MR. WARREN:  I directed the question to Mr. Camirand.

Mr. Camirand, were you asked to come up with a program, which was, in effect, a competitive alternative to the feed-in program offered by the OPA?  Yes or no?


MR. CAMIRAND:  I was asked to come up with the capital costs and operational costs.

We were asked to provide a financial model that would help us price the program, based on a set of assumptions that were informed and consistent with the OPA feed-in tariff program.


MR. WARREN:  Thank you.  Mr. Goulden, this is one question to you, and it has to do with Exhibit C, appendix 2, and that is the letter that you wrote to the chief operating officer of Seacliff Energy Ltd.

Do you see that?


MR. GOULDEN:  Yes, I do.

MR. WARREN:  Now, as I -- tell me if this is a fair reading of this letter, that what Mr. Dick at Seacliff Energy Limited is looking for from you is the equivalent to the deal he is getting from the OPA under its feed-in tariff program.

Is that a fair interpretation of this correspondence?  And that is what you are, by implication, offering him in this letter?

MR. GOULDEN:  I am not sure.  I will have to read the letter again.

Mr. Dick's letter indicates his intent to enter into a contract with us based on what we ultimately included in our application.  Many of the elements we included in our application are the same as the FIT program, but he is committing to our -- the terms of our application as opposed to the OPA FIT contract.

MR. WARREN:  So I am wrong in reading this that he wants the same deal from you that he gets under the OPA's feed-in tariff program?  That's a wrong interpretation of what you are offering in this letter?

MR. GOULDEN:  Yes.  He is indicating -- he's interested in participating and committing to a contract with us based on what we ultimately put to the Board -- have put to the Board.

MR. WARREN:  Mr. Camirand, if I can go back to you to Exhibit B, tab 1, appendix 4, which is the first of your two reports, looking at page 3, it is in the section dealing with various agricultural scenarios.

Just before the heading "Biogas Production Process Description", you have the sentence:
"In this scenario, transportation cost and regulatory challenges were not analysed."


Can you tell me what the regulatory challenges are?

MR. CAMIRAND:  The costs associated with permitting such a project.

MR. WARREN:  Can you tell me what the costs are permitting such a project?

MR. CAMIRAND:  As it says, we did not analyze it, so, no, I cannot.

MR. WARREN:  Can you tell me, sir, based on your knowledge, whether or not these costs would be material?

[Witness panel confers]

MR. CAMIRAND:  It is difficult to tell, because there are different types of projects.  It requires different types of permitting.

MR. WARREN:  Well, if they were material, in terms of delay and cost, would it be fair for me to conclude that they might (a) affect the economics of the project, and (b) the timing of the project?  Is that fair, at least hypothetically?

MR. CAMIRAND:  That would be fair.

MR. WARREN:  And given that, sir, possibly affecting timing and costs, why would you not examine them?  Surely they're relevant to a determination of market development and costs.

[Witness panel confers]

MR. SEAWARD:  Mr. Warren, it presupposes an understanding of what those projects would look like as they came together.  So what we looked at was the nine scenarios.

To be able to look at the regulatory issues/cost and the timing would depend on how many farms came together.  So that is why we didn't take a look at that.

MR. WARREN:  You would agree with me, would you not, Mr. Seaward, going back to what your expert just told us, that it would affect -- potentially affect cost and timing, and those would be relevant considerations, would they not?

MR. SEAWARD:  They may be relevant, depending on the size of the costs.

MR. WARREN:  And you are asking in this application the Board to approve a concept for the development of market, when you can't tell the Board two critical factors in terms of timing and cost.  Is that not fair, Mr. Seaward?

MR. SEAWARD:  No, I don't think so.  As I said earlier, when you look at how the production scenarios were created, we chose - I am going to reiterate again what the purpose of the report was - nine scenarios that cover a wide spectrum of potential biogas projects spanning different substrates, biogas flow rates and biogas quality levels.

Any individual project that is going to fit within that is going to look different than any other individual project.

In accepting Mr. Camirand's costing report to look at that wide a variety, we feel that the costing of that -- the capital costs of that is sufficient to apply the price that we did for a range of return on equity that is in the proximity of 11 percent.

MR. WARREN:  Even though you have just acknowledged to me that, with respect to some of those projects, there are material considerations which you didn't even analyze?  You stay with that answer notwithstanding that?

MR. SEAWARD:  Yes, I stay with the answer I just provided.

MR. WARREN:  Mr. Camirand, could you turn up again, Exhibit B, tab 1, appendix 4, page 13?  The statement appears at the top of the page, and I will take the acronyms.  Tell me if I am wrong:
"The waste water treatment plant anaerobic digestion scenario differs from other anaerobic digestion scenarios as it is considered that the biogas is already produced and flared.  Therefore, it is assumed that the raw biogas is available free of charge."


Am I right in understanding that for those projects, the waste water treatment plant anaerobic, that exists now, all you have to do is put a pipe in them to get them to Union or Enbridge's system?

MR. CAMIRAND:  No.  Raw biogas is not suitable for the pipeline.  We need to upgrade the biogas to a renewable natural gas, so there is a capital cost.

MR. WARREN:  There is a capital cost, but you don't need any of the process equipment, for example, that the farms would need in order to convert the waste stream into gas; fair?

In other words, the capital costs for these is lower than some other projects, correct, if I've understood your report correctly.

MR. CAMIRAND:  Can you please restate your question?

MR. WARREN:  As I read your report, sir - I will try to simplify it - there are categories, for example farms, where you need an infrastructure which takes the waste and converts it into a waste stream, which then -- which produces methane, which then has to be cleansed to turn it into natural gas.  Then it gets pumped into the system.

For waste water treatment plants, you need to convert the raw gas into natural gas, but you don't need the other components of the capital costs.  All I am suggesting to you, sir, to cut to the essence of it, is that there are some projects where the capital costs are materially lower than there are for other projects.  Is that not fair?

MR. CAMIRAND:  We made the assumption with the waste water treatment plant, WWTP as it stands on this sentence
-- we made the assumption that the waste water plant biogas production was already in place.  So, yes, in this scenario only the biogas -- the equipment to clean the biogas into RNG is taken into consideration.

MR. WARREN:  I take it -- am I right in understanding that there are a number of waste water treatment plant anaerobic digestive process in existence in Ontario today?

[Witness panel confers]

MR. SCHNEIDER:  That would be correct, and that is why we framed the scenario in this manner.

MR. WARREN:  And if that is the case, then you can get gas from those projects at a lower capital cost than for the other projects; correct?  Am I missing something in my logic?

[Witness panel confers]

MR. CAMIRAND:  Yes.

MR. WARREN:  And if that's the case, then I take it that the market could be developed to your desired capacity at a lower cost than what you are positing by having a market with a variety of different kinds of sources.  You can do this more cheaply than what you are forecasting here; is that not the case?

[Witness panel confers]

MR. SEAWARD:  The assumption underlying that question, I believe, is that there is the same amount of biogas that would come strictly from waste water treatment plants.  That is not the case.

In fact, the scenario that we looked at is providing 23,000, I think it is, gJs and we're not -- it actually doesn't meet the return on equity at that level.

So to assume just because the biogas itself is free coming from the digestion or waste water treatment plant doesn't mean that there is a great deal of those plants available by volume to meet the program needs.  That's why we did all nine scenarios.

MR. WARREN:  Mr. Camirand, over the course of a 20-year contract, would it be fair to assume that it is at least hypothetically possible that there will be process improvements efficiencies that will drive down the operating and capital costs over the 20-year life of a project like this?

MR. CAMIRAND:  Yes, potentially.

MR. WARREN:  So over the course of a 20-year project, we might find someone who is getting a return starting at 11 percent, that might be substantially higher than 11 percent by the end of the 20-year contract life, depending on the efficiencies they have been able to achieve; fair, sir?

MR. SCHNEIDER:  No, not fair.  Capital costs, once they're invested, are sunk.  You can't go back and change them.  We have seen this in other parts of the power sector of Ontario.

And operating costs, we used a 30 percent factor on inflation, and generally speaking, that is to help account for the fact that there may be something in the future that might help.

But all the costs are clearly stated, and I would take it that you can examine those.

MR. WARREN:  My final category of questions, sir.

And members of the Panel, I have asked to be given to you two documents.  I gave notice yesterday, 24 hours or more ago, to the other side.

And I would ask that they be entered as exhibits.

The first one is chapter 3 of the Auditor-General's report on the renewable energy initiatives.

MR. MILLAR:  K3.3.
EXHIBIT NO. K3.3:  CHAPTER 3 OF AUDITOR-GENERAL'S REPORT ON THE RENEWABLE ENERGY INITIATIVES.


MR. WARREN:  And the second one is a report dated April 12th, from the Fraser Institute, called:  "A Sensible Strategy for Renewable Electrical Energy in North America."

MR. MILLAR:  K3.4.

EXHIBIT NO. K3.4:  FRASER INSTITUTE REPORT ENTITLED:  "A SENSIBLE STRATEGY FOR RENEWABLE ELECTRICAL ENERGY IN NORTH AMERICA."

MR. WARREN:  Now --


MR. SMITH:  I am not going to repeat the submissions that were made yesterday, but I will just make reference to these not being evidence.

MR. WARREN:  I think my friend can wait until I ask my questions to see if he objects, but...

Can we agree -- first of all, for the Union and Enbridge representatives on the panel, would you agree with me that the FIT tariff program of the Ontario Power Authority and the subject of rising electrical prices have been the subject of very considerable comment in the press and in political circles over the course of the last three or four months?

MR. GOULDEN:  Yes, I could agree with that.

MR. WARREN:  To the point where the Ontario government some months ago introduced a 10 percent rebate program for electricity consumers, in light of rising electricity prices; correct?

MR. GOULDEN:  I can't comment if the two are connected.

MR. WARREN:  You wouldn't agree with me that the treasurer introduced the 10 percent rebate program in light of the rapidly escalating electricity prices?  You don't think there is a link between the two?

MR. GOULDEN:  I don't know, Mr. Warren.

MR. WARREN:  Now, before I deal with it, address the two documents which I tendered to you, has the fact of rapidly escalating electricity prices -- something which is a function of information produced by, among others, this Board, Ministry of Energy, and others, did the fact that those rapidly escalating electricity have any impact on the proposal which you are presenting to the Board in this application?

MR. GOULDEN:  Not in my view.

MR. WARREN:  Could you turn up, then, the portion of the Auditor-General's report that I presented to you?  And I would ask you to turn first to page 89 of that report.

In the summary of the Auditor-General's comments on the renewable energy initiative -- looking at the right-hand column -- he says, in the first bullet item.

"As a result, no comprehensive business case evaluation was done to objectively evaluate the impacts of a billion dollar commitment.  Such an evaluation would typically include assessing the prospective economic and environmental effects of such a massive investment in renewable energy on future electricity prices, direct and indirect job creation or losses, greenhouse gas emissions, and other variables."

Do you see that quote?

MR. GOULDEN:  I do.

MR. WARREN:  And would you agree with me, sir, that as we learned on Tuesday, that no business case analysis was done for the proposal which is before the Board today?

MR. GOULDEN:  I would agree that we identified what we had and hadn't done earlier, yes.

There was a business case, albeit not a sort of finite, financial-only business case.  Yes.

MR. WARREN:  Now, elsewhere in the report, beginning on page 90, the Auditor-General comments on -- it says in the left-hand column on page 90, it talks, about under the first bullet item:

"Early procurement items for renewable energy included competitive bidding and the renewable energy standard offer, RESOP, which were both very successful and achieved renewable energy generation targets in record time."

Elsewhere in this report, the Auditor-General points to the benefits of a competitive bidding process, and we can agree that there is no competitive bidding process?  In point of fact, you rejected an RFP process for this proposal; correct?

MR. GOULDEN:  Sorry, I am not sure what you are asking me to agree to, Mr. Warren.

MR. WARREN:  There is no RFP process in this proposal, is there?

MR. GOULDEN:  No, there is not.

MR. WARREN:  Now, looking at the second built item on page 90, the Auditor-General observes:

"Many other jurisdictions set lower FIT prices than Ontario and have mechanisms to limit the total costs arising from FIT programs.  The OPA made a number of recommendations to lower Ontario's pricing structure.  We were advised that the government opted for price stability to maintain the investor confidence required to attract capital investment to Ontario until the planned two-year review of the FIT program could be undertaken."

First of all, there is no two-year review mechanism built into your proposal, is there?

MR. GOULDEN:  No.  Ours is not the FIT program.

MR. WARREN:  There is no two-year review mechanism built into it, is there?

MR. GOULDEN:  Not as we proposed it, no.

MR. WARREN:  Now, you have, I take it, as I understand the evidence, opted for price stability in order to maintain investor confidence.  That is a statement that could be made about your proposal, right?

MR. GOULDEN:  We've opted for a specified contract price over the 20-year term of the contract, if that is what you mean by "price stability."  Yes.

MR. WARREN:  Now, if you could just turn, finally, in this context to pages 102 and 103 of his report, under the heading "Procurement of Renewable Energy" towards the bottom of the right-hand column, I quote:
"The OPA indicated that the competitive process usually provides the best value and is the preferred option, barring other policy priorities, to ensure that contracted prices are cost-effective and reflect current market costs."

Would you agree with that observation, sir?  That the competitive process usually provides the best value and is the preferred option to ensure that contracted prices are cost-effective and reflect current market costs?  Do you agree with that?

MR. GOULDEN:  I don't know enough about the FIT program to comment on that, Mr. Warren.

MR. WARREN:  The general proposition in your case, sir, would you agree that competitive process would derive the best value and was the preferred option to ensure contracted prices are cost-effective and reflect current market costs?

MR. GOULDEN:  I'm not sure.

MR. WARREN:  I'm sorry?

MR. GOULDEN:  I'm not sure how your question relates to our application.

MR. WARREN:  Do you not think that you would get more accurate prices and lower prices if you had a RFP process?

MR. GOULDEN:  Not necessarily, for the reasons we have indicated.

MR. WARREN:  Looking at page 103, bottom of the left-hand column:

"The OPA did acknowledge that the standard offer process might have had some unintended consequences arising from the absence of competitive tension that encourages innovative solutions, and it did ultimately result in higher prices and oversubscription."

Would you agree with me that the absence of a competitive process here might result in the absence of innovative solutions, and in higher prices?

MR. GOULDEN:  No, not necessarily.

MR. WARREN:  Finally, I lied, 105.  It talks about, on page 105, mechanisms which exist in other jurisdictions to control the increase of FIT prices, and it uses the example, first of all, of Germany automatically reducing prices by a certain percentage every year for new projects, while Spain regularly revises its prices based on preset capacity targets.  It refers to an example in Washington State.

I guess my question is this.  This Auditor-General's report was issued, sir, in January of this year, and reasonable readers may disagree on how to characterize the critique of the FIT process.  But I am wondering, the representatives of Enbridge and Union, did any of the criticisms or observations about the FIT tariff program contained in the Auditor-General's report -- did it inform in any way the proposal that you've got before the Board today?

MR. GOULDEN:  We filed our application on September 30th of 2011, Mr. Warren.  So, no, the proposal as we had submitted did not reflect the Auditor-General's report.

MR. WARREN:  Would you propose to change the proposal in any way in light of what the Auditor-General said in his report about the FIT tariff program?

MR. GOULDEN:  As I indicated, I am not sure the FIT tariff program is directly parallel to our proposal, so we don't have any specific proposals to make as a result of what you have just identified.

MR. WARREN:  Finally, in the Fraser Institute report, there is an observation which appears on page 68.  It says in the second full paragraph:
"Industry participants and experts agree that guaranteeing a fixed price to general generators, either through a FIT or a guaranteed regulated rate, does not guarantee operating efficiency or that least-cost generators will be dispatched before high-cost generators."


Would you agree with that observation?

MR. GOULDEN:  I'm sorry, Mr. Warren, I don't have an informed opinion about how relevant that is to the electricity market.

MR. WARREN:  You mean to the natural gas market?

MR. GOULDEN:  I thought this paragraph refers to the electricity market.

MR. WARREN:  I am asking you whether or not you agree with the proposition as that applies to the natural gas market.

MR. GOULDEN:  No, I don't.

MR. WARREN:  My final question to you, panel, is that there have been various suggestions today and before today about possible modifications to your program, and before we leave it, I would like to, if I can, get a laundry list of the modifications which you would consider to this program.

And let me list them, and I don't pretend that this is a comprehensive list.  The German proposal or the German government mechanism contemplates an annual reduction in the amounts paid under these contracts.  Is that a modification that you would consider for this program?

MS. CHAPLIN:  Just so I am clear, the question that you are putting, Mr. Warren, would reduce the payment to all or would reduce the payment to new projects coming in that year?

MR. WARREN:  No.  I'm sorry, Ms. Chaplin.  As I understand, the reference is that once they sign a contract, there is an automatic reduction in the amount that they get every year, 9 percent, I take it to account for efficiencies and that kind of thing.

MS. CHAPLIN:  Okay, thank you.

MR. WARREN:  What I am asking about generically, I guess, members of the panel, is:  In the category of possible modifications to your proposal, would you consider building into the contracts an automatic annual reduction in the contracts to account for efficiencies that may have been achieved?

And if some of these are better answered by way of undertaking response, panel, I understand that.

[Witness panel confers]

MR. POCH:  I'm wondering if I might interrupt and ask if Mr. Warren has a cite for that, because it differs from my understanding of the German situation and it might help them.

MR. CASS:  Actually, it reflects the concern I had with this entire cross-examination strategy.  We have had two quite large exhibits dropped in front of these witnesses.  We have had various statements to these witnesses pulled out of the documents as if they are truth and fact.

There is no witness here to stand behind any of these or be cross-examined on these.

If Mr. Warren had wanted to, he could have had a witness come here and testify about the FIT program, and testify about comparisons between the FIT program and the proposed RNG program.  He chose not to do that.  Instead, he has dropped into the record these documents as if they can just be taken for the truth of their contents, and then he pulls propositions out of them, like the one we're just hearing, as if it is a proven proposition in this hearing, which it is not, which none of this is.

MR. WARREN:  I disagree completely with Mr. Cass's characterization of what has gone on.

What we have is a report from the Auditor-General which expresses certain opinions about what the Auditor-General perceives as weaknesses in the FIT tariff program, for example, the absence of competitive bidding processes.

And all I have asked these witnesses on is whether or not they agree that, with respect to the RNG program, it is a weakness that there is no competitive bidding process.

I have not asked these witnesses at any point about the correctness of any of the fact-finding that is in the Auditor-General's report, although I would be surprised if Mr. Cass wants to challenge that.  But be that as it may, I simply put propositions to them to see whether or not, in the context of the RNG program, they think that these criticisms apply to their program.  Nothing more than that.

MR. CASS:  Mr. Warren's proposition seems to be that because it is the Auditor-General, we don't question anything that is in the report, which is exactly reinforcing my point.

His position seems to be that because it is the Auditor-General, this can be dropped in contrary to the usual fashion, which is to actually have a witness here, because we must all accept that because it is the Auditor-General.

That is what I don't think is proper, Mr. Chair.  There should be a witness, if that is the approach that is going to be taken.

MR. SOMMERVILLE:  I think going back to our discussion of yesterday that that -- as I see what has been characterized as cross-examination is putting propositions that relate to the architecture of the FIT program to the witnesses, which, in my view, is fair game insofar as the witnesses have indicated that the FIT program was an important input into the development of the program.

The truth of those propositions that Mr. Warren has put is a completely different matter and something that I think is available to you to challenge, in any fashion that you choose, from a factual point of view.

It's not -- as I understand it, those propositions were not being put to the witnesses as a kind of statement of fact, but, rather, as a commentary about architecture and the architecture of the FIT program.

And the witnesses, I think, have, in their responses, reacted to those suggestions.

I think that is fair game, and I think from an argument point of view that is available.

Let me also say that I think -- if I may say so, I think that the response to the laundry list really needs to be handled as an undertaking, rather than to ask these witnesses to respond to these suggestions on the run, and to let the company -- pardon me, the companies develop the answers that relate to their application off-line, if you like.

MR. CASS:  Yes.  Mr. Chair, thank you.  I agree completely with your assessment of the situation.

The concern I am expressing is Mr. Warren made it clear.  He made the comment, I would be surprised if Mr. Cass -- or something to the effect that, I would be surprised if Mr. Cass was questioning what the Auditor-General said.

So he is taking this beyond what you said, in my submission, Mr. Chair.  He is suggesting that this is some kind of standalone evidence, because it is the Auditor-General, without a witness.  I agree with your assessment of it.

MR. SOMMERVILLE:  If Mr. Warren has that view, that would not be an accurate assessment.

MR. WARREN:  It is not my view.  I made myself clear.  That is not my view.

I put certain propositions that were from these reports to the witnesses, again in the context of the fact that they relied on the architecture of this, of the FIT tariff program, for the design of their programs, whether or not they agree with these observations in the context of theirs.

MR. SOMMERVILLE:  I think the Board made it clear yesterday it would not be regarding these reports as establishing facts of any kind with respect to any element.

I think the use of them as a kind of comparator for the program is appropriate and is consistent with the Board's ruling of yesterday.

MR. WARREN:  Mr. Chairman, getting back to what I was putting to the witnesses, my concern, frankly, is this, is that what's likely to happen in argument is that there will be suggestions made about modifications that should be made to the program.

And it seems to me it is in everybody's interest and in fairness to the applicants if we can somehow come up with a list of all of the possible modifications that could be made to these programs, and give them an opportunity to comment on them beforehand.


I regrettably don't have a complete laundry list.  I have three or four that I can put to these witnesses, and I am not sure how -- Mr. Thompson may have other, for example, suggestions, but I agree with you that an undertaking response is the fairest way to deal with this.


MR. SOMMERVILLE:  Whatever elements of the laundry list that you have -- and that goes for any of the Respondents that want to put -- suggest amendments to the program to the witnesses, is fair game.

I think the idea that the company has an opportunity to thoughtfully consider those suggested amendments by way of undertaking is the most appropriate manner to deal with them.

If that undertaking were to be populated by questions or suggestions that come from various intervenors, would you have a difficulty with that, Mr. Cass?


MR. CASS:  No, Mr. Chair.  I hope I speak for both companies.  Mr. Smith can follow me and correct me if I am not speaking for both companies.

The applicants are here with a proposal.  They're not proposing something different from that.  They're not coming to the Board and saying:  Well, this is our proposal, but here are all kinds of bells and whistles.  They have a proposal.

However, Mr. Maclean said it over and over, the companies are looking to do the right thing.  If there are modifications for them to consider, I think they're perfectly willing to consider them and indicate what their response would be.

MR. SOMMERVILLE:  That was our impression, that there was a measure of receptability among the companies for some suggested amendments and probably no appetite for others.

But I think the way to deal with that is through a written response, a timely one, if at all possible.


Do you wish to consider, Mr. Warren, with your suggested -- the laundry list, if I can refer to it in that fashion?

MR. WARREN:  I will just put two or three propositions to them, that they can add to the list if they wish to.

There has been discussion about a periodic review mechanism.

Let me return to an exchange that you had with Member Hare this morning, where she talked about a trial period.

And one of the propositions I put to you is a modification to your program would be a trial period in which you seek bids from, in effect, an RFP process from representatives of the nine scenarios that you've got, so that you can return to the Board with an actual set of data as to what the market is likely to look like in terms of people out there actually willing to engage in this.  That's one proposition, whether you would be willing to do that.

A second proposition would be whether or not you would be willing to include in this mechanism some sort of competitive bidding process.


A third suggestion that has been made is whether or not -- is this question of a periodic review.  And assuming that the program is approved in some form, would you agree to a two-year review process after you have -- because you've said it is one year to 18 months to get the process going -- if you would agree to a review at the end of two years to provide, in effect, an interim report to the Board on the status of market development, before the Board gives its final approval to this.

Those are three suggestions that I would ask for your comments on in a response.   Thank you.

MR. SOMMERVILLE:  Thank you, Mr. Warren.


MR. MILLAR:  Mr. Chair, that will be Undertaking J3.1 and it is to provide the companies' positions with respect to the potential program amendments suggested by Mr. Warren.

UNDERTAKING NO. J3.1:  TO PROVIDE THE COMPANIES' POSITIONS WITH RESPECT TO THE POTENTIAL PROGRAM AMENDMENTS SUGGESTED BY MR. WARREN.

MR. SOMMERVILLE:  Which may be augmented by further suggestions.

We will take a break at this stage.  We will come back at 25 minutes after 3:00.  Thank you.


--- Recess taken at 3:08 p.m.

--- On resuming at 3:29 p.m.

MR. SOMMERVILLE:  Thank you very much.  Please be seated.

MR. POCH:  Mr. Chairman, if I may?  As I indicated earlier, I hope not to be here tomorrow, and I didn't know if I might take up your kind suggestion of proposing an undertaking for the company to add to that laundry list, if you don't mind, and that would be -- I spoke a bit about this in the cross.

That would be for the company to identify some defining characteristic or characteristics that could be proposed, and that could be both clear and implementable, that would preclude participation for projects with the highest cost GHG reductions.

And the example that I would like you to consider at least is the example of precluding dry manure anaerobic digestion, which I think we did -- it did become fairly clear --


MR. SOMMERVILLE:  It seems unfair, Mr. Poch, but...

MR. POCH:  But there may be other, better definitions that are manageable for the company.

And then for any such examples that the company can identify, to indicate -- obviously to indicate if, the company's view, that would be fatal to their proposal, that they feel they couldn't move forward with that constraint.

That leaves them some leeway, I appreciate.  It maybe will put them in a difficult position, but I am trying to leave it so it is actually an actual implementable possibility.

MR. SOMMERVILLE:  That can be added to the undertaking, Mr. Millar, which is essentially to identify, in a clear and enforceable and implementable fashion, the kinds of project or kind of project that would not be generally part of the program because of the high cost of greenhouse gas reduction.

MR. POCH:  And I guess I am going a little further, that if they could go further and go up the -- up the ramp and identify -- provide a -- if there is any such descriptions of constraints that would -- that could significantly enhance the financial performance of the program without -- I am thinking, in particular, without sacrificing significantly the GHG reduction potential of the program, and without sacrificing the workability of the program, and I think I have made clear, and the companies made clear, without, I guess, losing the bulk of the market-transforming potential for the various sectors.

So obviously some sub-sectors would be lost in any constraint, but I don't know if that is clear enough for the company, but...

MR. SOMMERVILLE:  I think it is getting less clear as we go along.

[Laughter]

MR. SOMMERVILLE:  I think it is adequate.  I was being facetious, Mr. Poch.  Excuse me.  But I think we know what the gist is, and are you satisfied with that, with the description, Mr. Cass and Mr. Smith?

MR. SMITH:  We can make best efforts to work with it.
MR. POCH:  Thank you very much.  Thank you, Mr. Chairman.

MR. SOMMERVILLE:  The Panel is in receipt of undertaking response J2.3, just for the record.

I guess a scheduling matter.  It may be that we will not finish this panel this afternoon, but it looks as though we would certainly finish this panel and panel 3 tomorrow, which leaves open the possibility of a Monday argument, which, Mr. Cass, I am seeing a gently negative -- a provisionally negative indication.

MR. CASS:  It's a problem for me, Mr. Chair.  I have planned my whole week actually around arguing tomorrow.  I have done a lot of work to do that.

When we started today I was saying to Mr. Smith and others that I actually could be available on Monday, if necessary, but I have learned in the meantime I have quite a large problem with Monday.

MR. SOMMERVILLE:  Okay.  Well, that, I think -- Mr. Smith?

MR. SMITH:  Sorry.  Sorry, Mr. Chair, just to supplement that, I am involved in proceedings at the Environmental Review Tribunal which, as you know, for renewable energy approvals are all time-sensitive.  And I have four motions to respond to by Monday.

MR. SOMMERVILLE:  Well, it is a junior tribunal.

[Laughter]

MR. SOMMERVILLE:  But we would -- again, I am being facetious.

So I think that means that we will -- how long do we anticipate that reply argument may take?  Do we have a feel for that?

MR. CASS:  As I said, Mr. Chair, I have done a lot of work on it.  I haven't put my mind to how long it would be, but I would think I would be an hour, perhaps.  That is argument-in-chief.  You may have said reply.

MR. SOMMERVILLE:  I beg your pardon.

MR. SMITH:  I would expect to be less than an hour, certainly.  Probably less than half an hour.

MR. SOMMERVILLE:  My estimates for tomorrow are actually quite modest -- pardon me, in terms of panel 3 are quite modest.  So we have really an outside of 90 -- actually, 50 minutes -- pardon me, 70 minutes.  Mr. Buonaguro.

MR. BUONAGURO:  I don't know what you have for me on that, but if it helps, I am working with Mr. Aiken to have my questions subsumed within his cross for panel 3, and I think I may be down for 15 minutes for panel 2 and I don't have anything.

MR. SOMMERVILLE:  So I think that means tomorrow may well work.  I thought it might be a convenience to parties to just kind of resolve the issue and be done with it and set up Monday, and obviously that is not going to work.

So let's proceed this afternoon.  We should finish this panel either this afternoon or early tomorrow, and then have enough time to deal with panel number 3.

We could consider starting at 9:00 tomorrow to give us an extra half hour.  Does that cause any particular difficulty for anyone?

Well, let's do that.  I will ask Staff to ensure that parties who aren't here are aware that we are going to start at 9 o'clock tomorrow.  Is that convenient to the witness panel?

Good.  Let's do that.  We will start at 9:00 tomorrow and we will hear argument in-chief tomorrow afternoon.

MR. CASS:  Thank you, sir.

MR. SOMMERVILLE:  Thank you.  Mr. Thompson?  Not that there is any time pressure.

[Laughter]
Cross-Examination by Mr. Thompson


MR. THOMPSON:  Thank you, Mr. Chairman.

Panel, just so you will know my game plan, what I am looking at is the document that was circulated with respect to the panels, and then it had attached to it the issue list and a number of questions for which this panel has complete or partial responsibility.

And it is all of the questions under 2 and all of the questions under 3:  Issue 2.0, cost consequences; issue 3.0, impacts on the distribution system.  And I have structured my examination under those questions, and I suspect most of the questions will centre around 2.1, dealing with the question:  Are the proposed costs from landfill sources reasonable and appropriate?

And once we have been through that, then you will see that the other questions -- the answers to the questions you give here will inform relatively brief questions on the other eight topics.

So with that background, let's turn to the question about the proposed costs from landfill sources, reasonable and appropriate.  And just by way of introduction, the numbers we're talking about here are $13 per gigaJoule up to 150,000 gJs and $6.00 per gJ over 150,000 gJs.

Those are the proposed costs we're talking about in this issue.  Have I got that straight?

MR. SEAWARD:  The only -- they're prices, correct.  They're the prices that we would pay, $13 and $6, as opposed to the word "costs".

MR. THOMPSON:  Well, it's the prices, but they are the cost consequences for ratepayers, right?


MR. SEAWARD:  Yes, yes.

MR. THOMPSON:  Correct?  Okay.  And those are fixed under your proposal for 20 years?  No change year-to-year, fixed for an entire 20 years.  Have I got that straight?  Under your proposal?

MR. SCHNEIDER:  Under our proposal, there is an escalator, at 0.3 percent of the consumer price index in Ontario for each year thereafter.


MR. THOMPSON:  Okay.  Sorry, I forgot about that.  Thank you.


And in terms of these prices, my understanding is that the concept on which your proposal is based is this, that an RNG producer needs an equivalent of an 11 percent ROE, return on investment, in order to enable the market.

Have I got that straight?

It's a utility price concept that is being advanced here, for RNG producers?

MR. SEAWARD:  In order to build the foundation to enable the market, we need to provide a price that will provide 11 percent return to a variety of scenarios, which will bring producers to create projects.


MR. THOMPSON:  But is it the concept that an RNG producer needs 11 percent ROE to come to the table?

I appreciate you have bundled this all up in a series of tranches, and so on, but is the underlying concept 11 percent ROE is needed?

MR. SEAWARD:  Yes.  As we have said in our evidence, we believe that an ROE of 11 percent is required generally for producers to come to the table, as you said, to produce projects.

MR. THOMPSON:  All right.  And am I correct it is a -- excuse me?  Did I interrupt somebody?


MR. SCHNEIDER:  Yes.  I was just going to add to that that the concept is around.  So there would be a distribution of people around that, as sort of a midpoint on a return on a bell curve.


MR. THOMPSON:  All right.  Well, I will come to that in a minute.

But am I correct, it is a utility-price concept that you are advocating here?  11 percent ROE is an annual ROE number?

MR. SCHNEIDER:  No, that is not correct that it is a utility-type concept.

It is a return on equity for the life of a project.  So in the initial years, there would very likely be a negative rate of return, and only in the last few years of the project would there be a positive rate of return to the producer, unlike a regulated utility that should achieve a return close to what it is permitted in every year that it is in existence.

MR. THOMPSON:  Okay.  So 11 percent per year on average over 20 years?  Is that --

MR. SCHNEIDER:  No.  That is not what I stated, sir.

I stated that over the project life -- that is from year zero, or prior during construction, all the way to the very end -- the total return received to equity holders will be 11 percent.

MR. THOMPSON:  So how do we determine project life?


MR. SCHNEIDER:  Project life is related to the life of the equipment, but Mr. Camirand can expand on it.


MR. THOMPSON:  So is that 20 years?


MR. SCHNEIDER:  In the cases presented, yes.


MR. THOMPSON:  What do you mean, "in the cases presented"?  In every case?


MR. SCHNEIDER:  In the analysis that we have conducted, it will be for 20 years.

MR. THOMPSON:  Okay.  So it is over 20 years, 11 percent is needed on average, year after year?  What am I missing here when I say "on average"?


MR. SCHNEIDER:  When you say "on average" you're trying to impose a utility concept of a rate of return on each year, on a rate base of some variety.

And what I have stated previously was that this is a project return over the life of the project that matches the life of the assets, and is only typically achieved in the last years of the project.


So in the initial years, there's typically negative cash flow, shown in red, in many a model, or in accounting terms with brackets around them, until at some point it crosses over and then it starts earning positive cash flows for the investor.  And over the life of the project, the sum of all of the payments to the project owner, discounted at 11 percent, equates to their investment.


MR. THOMPSON:  All right.  Let me move on, then, and just get some conversion information.


Your pricing is in gJs, and then all of this information in the reports are in million metres cubed.

So it makes it difficult for idiots like me to cross-reference all of this stuff.


So 150,000 gJs in million metres cubed, I have been told it is about four million metres cubed; is that right?


MR. CAMIRAND:  It's 3.95.


MR. THOMPSON:  Okay.  That's about four to me.


[Laughter.]

MR. THOMPSON:  Anyway, so 3.95.  That's fine.

And so this, then, brings me to -- well, let me back up.  Under your concept, it is first-come, first-served.  Have I got that straight?


MR. SEAWARD:  No.  Under our concept is that we're developing the projects over five years.  So there can be a number of different projects coming in five years.

The first-come, first-served is only going to be considered in the case where there is a capacity allocation issue for that particular line, "that particular line" meaning the distribution system to transmission system that they're connecting to.


MR. THOMPSON:  So the first-come, first-served only applies to hook-up, not to selection of projects.

I didn't understand that from panel 1.

I thought when the producers show up, saying:  I want 13 bucks or whatever it is, first in the door gets it.


[Witness panel confers]

MR. GOULDEN:  Sorry, Mr. Thompson.

Yes, the first project in the door is first in the line.  To the extent there is an issue with a tie, in terms of allocation of capacity, it would be the first guy who was there in that node of the distribution system.


MR. THOMPSON:  All right.  And so you've talked about trying to enable the small people, and so on, but theoretically, the first people in the door could be all the large landfills; isn't that correct?


MR. SEAWARD:  Theoretically, yes, that's possible.

MR. THOMPSON:  Which then brings me to large landfills, because that's a subject that is discussed in this report, appendix -- Exhibit B, tab 1, appendix 1, if you could turn it up, starting at about page 17.


Do you have that in front of you, gentlemen?


MR. SEAWARD:  Which...

MR. THOMPSON:  Exhibit B, tab 1, appendix 1, page 17.


MR. SEAWARD:  Thank you.


MR. THOMPSON:  The middle of the page, it begins:

"Ontario Ministry of the Environment requires many landfill gas collection use... "

Et cetera.

Do you see that?  It is on the screen as well, highlighted in yellow.  Do you have it?

MR. SEAWARD:  Yes.


MR. THOMPSON:  Okay.  And what this is telling us is that there is 2,300 MSW -- that stands for what?


DR. ABBOUD:  Municipal solid waste.

MR. THOMPSON:  Municipal solid waste landfills, and then you say of this, 2,283 are small, and then you say the remaining 32 are classed as large landfills.


So I take it from this there are 32 large landfills in Ontario?

DR. ABBOUD:  That's correct.  Those are with capacities greater than 1.5 million cubic metres.


MR. THOMPSON:  Then if we go over the page, I think we see the 32 large landfills listed there, pages 18 and 19.

Have I got that straight?


DR. ABBOUD:  That's correct.

MR. THOMPSON:  Okay.  Now, I didn't see, just as an aside, the Toronto situation.  This is discussed in Bullfrog interrogatory I-4-4.

Is the Toronto Dufferin project a landfill or is it something else?  Can somebody on the panel tell me?

MR. SCHNEIDER:  The Dufferin location is a waste transfer station, and it's simply used to move garbage from collection vehicles to the vehicles that transfer it off to larger landfills, such as Green Lane.

MR. THOMPSON:  Okay.  So there was a project that Enbridge had with Toronto with respect to the -- called the Toronto Dufferin pilot project.  I am looking at I-4-4.  Is that a landfill-related project or is that something else?

MR. SCHNEIDER:  No.  At the same location, vehicles that collect green bin waste show up and they deposit it at that site, and it gets put into an anaerobic digester and converted into biogas that gets flared wastefully.

MR. THOMPSON:  Okay.  So that is an AD project as opposed to landfill?

MR. SCHNEIDER:  That would be correct, sir.

MR. THOMPSON:  All right, thanks.  So back to my landfills document.  At pages 18 and 19, in the "methane generation" column, there are numbers that range from a low of 0.15 for Richmond -- Napanee to much higher numbers.  I think it is 10.18 is the highest in the Ridge landfill in Blenheim.  Would you take that subject to check?

DR. ABBOUD:  Could you please repeat the question?

MR. THOMPSON:  Yes.  The methane generation, in million metres per year, ranges from a low of 0.15, I think, for Napanee to a high of, on the next page -- sorry, it is on that same page, 10.18 for Blenheim?

DR. ABBOUD:  Yes, that's correct.

MR. THOMPSON:  These are all large landfills, are they?

DR. ABBOUD:  This information is taken, as per our reference, from the Ontario Ministry of the Environment website.

MR. THOMPSON:  I understand that.

DR. ABBOUD:  Yes.

MR. THOMPSON:  But they're classified as large landfills?

DR. ABBOUD:  That's what we were -- that's we were told on the website.  That's what you will find.

MR. THOMPSON:  Based on the number you gave me a few moments ago, 3.95 or around 4 million metres cubed, I can take it that every number here that is around four or slightly under will attract the $13 per gJ price; is that fair?

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

MR. THOMPSON:  Yes.  Every number here that's around four or lower will be 150,000 gJs, based on the conversion you gave me before, so it will be predominantly priced at the $13 per gJ?  There is no trick to it, gentlemen.

What's the problem?

MR. SEAWARD:  Yes.  But potentially if it's -- once it is cleaned up, if it is metered at the same -- what's included here is the methane generation, so that is potentially correct.

MR. THOMPSON:  Okay.  So the number of actual landfills in here, when you were talking about 650,000 gJs in your number that was used to develop the $7.50 blended price that you were talking to Mr. Brett about, the actual number of landfills materially above four, I make it to be about three in number.

Well, maybe it is four.  There's Newalta, Stoney Creek, 7.18.  There is Petrolia, Lambton, 5.49.  There is Blenheim at 10.18, and then there is Niagara Falls at 9.29.

Would you take that subject to check?

[Witness panel confers]

MR. SCHNEIDER:  Subject to check.  Of course, those are the values in 2009.  If any of those landfills are still operational and active and still receiving filling, those values could go up, because peak generation of methane from landfill occurs approximately three to four years after waste is deposited in it.

MR. THOMPSON:  Okay.  But these are the numbers on which your application is based, the large landfill category; correct?

MR. SCHNEIDER:  Those would be based -- the potential that we are indicating in the Alberta Innovates study.  What actually materializes will be what materializes.

MR. THOMPSON:  So now if you would go with me to -- it's Exhibit I-6-7.  It is the CME interrogatory where we asked you to give the ROEs at market prices.  And at page 2 of 2, you provide a finance model at the answer to sub (a); correct?

MR. SCHNEIDER:  That would be correct.

MR. THOMPSON:  All right.  And you say in there where ROEs are negative, no figures included in the table.

Just by way of elaboration, I take it you could take this table out to the highest price in your grid here for the smaller people, which is $17 per gJ, and we then -- we would then see some positive numbers, I assume, for these AD scenarios?

MR. SCHNEIDER:  The only caveat to that is that the pricing models subsume 30 percent of inflation used in them, and that number is 2.25 percent.

So I could not guarantee you that if you moved it strictly to 17, that you would get positive returns with that as a caveat, because the assumption is that we have left all of the prices flat in generating that table for simplicity purposes.  There is no escalator applied to it, as is said in the response.

MR. THOMPSON:  Well, so can you do it with the escalator?  We want a realistic presentation.  Is that possible?

MR. SCHNEIDER:  I would have to ask Mr. Camirand, as his group did that.  I assume it would be possible.

MR. THOMPSON:  Well, what I am interested in is to do these numbers -- it's not going to impede my questioning, but an undertaking to do these numbers using the escalator and taking it out to the $17 amount that I think is the ceiling for AD.

Could I have that undertaking, please?

[Witness panel confers]

MR. SOMMERVILLE:  The escalator is applied against the CPI; is that right?  So it assumes -- it assumes a CPI trend, as well.

MR. SCHNEIDER:  Absolutely.

MR. SOMMERVILLE:  So I guess the undertaking would be to make an assumption about the CPI, and then apply the 0.3 percent or the 0.3 adjustment; is that right?

[Witness panel confers]

MR. CAMIRAND:  Possibly it could be done, but it would require a significant amount of work, because we would have to remodel every scenario for every price.  So, yes.  I am not sure how much time we have to do this undertaking.

MR. SOMMERVILLE:  Would the relation change particularly?

I guess, Mr. Thompson, I am just wondering whether you need the actual number, or whether the relation is what is important.


MR. THOMPSON:  Well, I was actually just trying to find where the positives kick in on the AD scenarios, harkening back to the chart that Mr. Brett had up this morning that showed those numbers for the smaller ads, and -- you know, 10, nine, one was 1.1.

Those numbers have to show up in a chart of this nature somewhere.  That's my assumption.


[Witness panel confers]


MR. SCHNEIDER:  Just to be very clear, are you looking for what dollar value per gJ each project would achieve an 11 percent return at?


MR. THOMPSON:  No.  I am looking for the ROEs, as you have them here, for large landfill.

For example, at -- it looks like at $13, large landfill will produce an ROE of 69.6 percent.

Am I reading this correctly?

MR. SCHNEIDER:  Yes, you are reading the table correctly, that a large landfill, receiving a constant $13 over the life of the project, being 20 years, would achieve a DCF ROE over the lifetime of the project of whatever the table says, which is 69.6 percent.


MR. THOMPSON:  Versus the 11 that you say an RNG producer needs to come to the table?

MR. SCHNEIDER:  Yes.  And to be very clear, the around 11 that it needs is at the pricing, using the pricing structure, that diminishes as volume increases.

And if you recall from earlier today, the volume we had for the large landfill was approximately 652,000 gJs.  So only 150,000 gJs of that would be at the $13 tariff level, and the remainder at the $6 tariff level, that I believe blends down into a seven-something average.


MR. SEAWARD:  If I can just add, if we're taking large landfill as an absolute to the number, large landfill is a descriptor.  Right?

So we have a small landfill, and a large landfill, right?  Those are descriptors.

The reality of the pricing model is just as my colleague mentioned.  It doesn't matter whether we call it large or medium or small.  It's once the meter turns past 150,000, you now receive $6 rather than $13.

So it is the actual amount of gas coming out through that meter.

[Witness panel confers]


MR. THOMPSON:  But my point is, if you look at your large landfills, there's only four of them that will turn past the 150,000.

And if the other 28 get in there first, everybody's going to be 150,000 or less, and getting 13 bucks, and earning, on your numbers, over 60 percent ROE.

That's my problem.


[Witness panel confers]


MR. SCHNEIDER:  So what we've modelled is that these would fit either in a small or medium scale, and -- well, actually not even medium, just the small.

The small one is 100,000 gJs a year, and that, as you clearly indicated, would be more indicative of what is going on there.


If you look at the results of the pricing report -- which is in appendix 5 of our evidence, it would be far more indicative of what is found on the page numbered Roman numeral IV, a small landfill at 10.5 percent.


MR. THOMPSON:  Sorry.  You told me at the outset -- this is why I went to this exhibit, table 8 in the material -- that these were large landfills.

Now you are telling me that in your classification, you've done something else to come up with small, medium and large.

Have I got that straight?


MR. SCHNEIDER:  Dr. Abboud's report uses what is classified by the Ontario Ministry of the Environment, who regulates landfills in Ontario, as to their classification of what a large and small landfill is.


And the 1.5 million cubic metre number referred to there is the volume of waste going into the landfill, and has no correlation -- outside of whatever a gas model would apply to it -- with respect to the methane produced by that landfill.

And in our ARC types, we have a landfill at approximately 100,000 -- it is just slightly under that -- one at a quarter million gJs a year, and 652 million gJs a year, which we would consider a large landfill, a medium for the 250,000 gJs a year, and in our comparison, a small landfill is slightly under 100,000 gJs a year in methane produced, that would be cleaned up and turned into biomethane.


MR. THOMPSON:  All right.  Okay.  Well, I got led down the wrong path because of this chart.


So please tell me, based on this chart, how many large landfills are there in the -- in Ontario, at 650.


[Witness panel confers]


MR. THOMPSON:  How many out there can get 69.6 percent?  Ten, 20, 30?

MR. SCHNEIDER:  As we have designed our program, the answer would be none, because of the block rate that gets introduced, that lowers it from 13 to six.

And I believe, just quickly scanning the large landfill list, there are possibly two, maybe three, but it would all be subject to the availability of takeaway capacity into our distribution systems to handle the volumes.

MR. THOMPSON:  Okay.  So, then, for those up to 150,000, they will fall where?  Between 100 and 150, they will fall in the medium category, will they?


MR. SCHNEIDER:  Approximately, yes.


MR. THOMPSON:  Right.  So those people will get 23 percent ROE?

MR. SCHNEIDER:  No, they will not get 23 percent, sir.


MR. THOMPSON:  That's what this schedule seems to be telling me.  That's what it shows.

MR. SCHNEIDER:  The schedule, as we prepared it in that exhibit -- not being able to completely articulate what you wanted from us -- we used a flat per-gigaJoule price for each and every gigaJoule being turned into biomethane.

So it is not a two-tiered price at all, and we also stated that it doesn't have inflation applied to it.

We were attempting to be helpful, to provide some indication of what would happen if prices were flat and the block structure rate that we've proposed in our application does not exist.

MR. THOMPSON:  Well, fine.  I'm trying to be helpful, too.

So a landfill that has 150,000 gJs of output gets $13 per gJ, right?


MR. SCHNEIDER:  That would be correct, and anything over 150 would be at $6 per gJ.

MR. THOMPSON:  Okay.  So if we have 37 people, landfills, show up at your door with 150,000 or thereabouts, they're going to get $13 per gJ; correct?


MR. SCHNEIDER:  If they are exactly at 150 or less, each gJ delivered to the distribution system that meets the specifications we've put forward would be compensated at $13 per gJ.


MR. THOMPSON:  All right.  And so will they get 23 percent?

MR. SCHNEIDER:  No, they will not.

MR. THOMPSON:  And why not?  What am I missing?


[Witness panel confers]


MR. SCHNEIDER:  Sir, if I may walk you back to Exhibit B, tab 1, appendix 5, Roman numeral IV, the estimated returns are the ROEs on the nine expected scenarios.  Are we there, sir?

MR. THOMPSON:  I'm there, yes.

MR. SCHNEIDER:  Okay.  The small landfill scenario is 100,000 gigaJoules per year.  Each of those 100,000 gigaJoules would be compensated at $13 per gigaJoule.

That would achieve, in this scenario, a return of 10.5 percent.  This includes all of the escalations per year.

The medium landfill scenario --


MR. THOMPSON:  Can I just stop you there?  In the schedule that you have provided to me, at $13, the small is getting 7.2 percent?

MR. SCHNEIDER:  Yes, sir, because we've kept that price of $13 flat; henceforth, the qualification that it includes the 30 percent of CPI at 2.25 percent each year as an escalator.

Therefore, if you'd like, the difference between the two tables is in the one presented at Exhibit B, tab 1, appendix 5, page 4.  That number would include the inflation.

The one in your interrogatory at I-6-7, page 2 of 2, part (e), the first value in the table at 13 does not include inflation.

So, essentially, the valuation of inflation there is worth 3.3 percent of return over the entire life of the project.

MR. THOMPSON:  All right, fine.  So now your medium landfill, what is the volume there?

MR. SCHNEIDER:  Approximately 250,000 gigaJoules a year.

MR. THOMPSON:  Okay.  So 150 goes to 13 and --


MR. SCHNEIDER:  Sorry, can I correct that, sir?  It is 232,000 gigaJoules per year.

MR. THOMPSON:  232?

MR. SCHNEIDER:  Yes, sir.

MR. THOMPSON:  Why 232?

MR. SCHNEIDER:  That would be the flow rate that came out of the modelling of this, based on the equipment sizes and that, that we had our experts at Electrigaz produce.

There was no targeting of specific volumes.  It was based on equipment availability more than our desire to get round numbers, sir.

MR. THOMPSON:  All right.  And so that is coming out at -- so that price will be less than $13.  It will be something -- 13 for 150, and the rest at six; right?

MR. SCHNEIDER:  That would be correct, sir.

MR. THOMPSON:  So what's the price, then?

MR. SCHNEIDER:  I would have to sit back and calculate that for you, sir.

MR. THOMPSON:  Well, it's going to be on this scale here somewhere.  So the 13.4 will equate to probably the 10.9?

MR. SCHNEIDER:  It would probably be somewhere in the average of 11-1/2 dollars, based on the interpolation from the scale that is provided in I-6-7, part (e).  If you would like something more exact, we would have to --


MR. THOMPSON:  Yes, I would like something more exact.  Can you give us the price that applies to the --


MR. SCHNEIDER:  Sure.  We would be happy to undertake to provide you with the exact pricing of that.

MR. THOMPSON:  Thank you.

MR. MILLAR:  J3.2.
UNDERTAKING NO. J3.2:  TO PROVIDE PRICING FOR SMALL, MEDIUM AND LARGE LANDFILL

MR. THOMPSON:  Then the large landfill, these are 650,000, you told me, so that averages $7.50.  Have I got that straight?

MR. SCHNEIDER:  Yes.  We have quoted that in the pricing exhibit, as well, and it is approximately $7.50 a gigaJoule.

MR. THOMPSON:  And does that compare to the 16.3 percent in this document you provided to me?

MR. SCHNEIDER:  It would be a little under that, because clearly that document is showing 8 percent, and we could provide that value for you, as well.

MR. THOMPSON:  All right.  If you could add that to the previous undertaking, I would appreciate it.

MR. THOMPSON:  Thank you.  So these numbers come from the generic hypothetical model that you have discussed with others, and I guess my question is:  Why couldn't you ask each producer to provide you with a price that's either market or 11 percent return on that particular producer's investment, whichever is the greater, and you could then look at that?

You are apparently not going to be in this game.  According to the related companies or affiliates, they're not going to be in the game.  J2.3 is what tells me that.

So you could administer this on a producer-specific basis.  Could you not?

MR. SEAWARD:  It's not the proposal that we have put forward.

MR. THOMPSON:  I know it's not.  It is an option?

MR. SEAWARD:  So we could have done that.  As we've talked about, one of the options was something around an RFP to do that.

I think we have talked that through thoroughly, and our proposal was to enable the industry by building the foundation that we've talked about.

MR. THOMPSON:  Well, with respect to the question, Is the cost consequence of your landfill proposal appropriate?, I would suggest it is inappropriate where a particular producer is earning materially more than 11 percent.

And so I am really asking you, if the Board agrees with that, is there a response that you can provide to that by administering this on a project-by-project basis, or is that a non-starter?

MR. SOMMERVILLE:  I'm suggesting that should probably go as part of the undertaking, Mr. Thompson.

MR. THOMPSON:  Yes, I agree.

MR. SOMMERVILLE:  Is that satisfactory to the applicants?  We are going to include that as part of the undertaking.

MR. MILLAR:  That is J3.1.
UNDERTAKING NO. J3.1 (AMENDED):  [AS DESCRIBED]


MR. THOMPSON:  Okay, I am just about done on the first questions.  I see the others are a little more expeditious, but I wanted to come back to the City of Toronto discussion.

Sorry -- well, it is back to Bullfrog I-4-4.  In sub (a), you list a number of people that you have been talking to already; 19 in total, I make it.  Would you take that subject to check?

MR. SCHNEIDER:  Yes, that would be -- subject to check, yes.

MR. THOMPSON:  Okay.  And in discussing these with each of these people, you -- according to sub (b) on the next page, there's been discussions of gas quality, expectations and so on.

I assume you discussed how much each of them could provide.  Was that discussed?

MR. SCHNEIDER:  I did not discuss with anyone except per the City of Toronto specific volumes, and Mr. Seaward would have to answer for the firms that Union Gas talked to.

[Witness panel confers]

MR. SEAWARD:  Sorry to delay.  Yes, I've talked to some of these people about potential sizes of projects that were listed.

MR. THOMPSON:  All right.  So would you be able to give me, by way of undertaking, the total volume?  If all of these people showed up at your door, if this thing is approved, would that cover the 5.5 pJs that we've been talking about?  Would it cover a substantial part of it?

I am interested in the total volume that this group that you have already been talking to could provide.  Do you know the answer to that question, and, if not, could you undertake to provide it?

[Witness panel confers]

MR. SCHNEIDER:  With respect to any of the projects that Enbridge talked to, again, the only one I can confirm volumes on is the City of Toronto.

And with respect to what actually would go towards the 5.5 pJ cap, without knowing exactly what was being proposed, the exact clean-up technologies, the exact resource space that is being employed, the exact gas quality and the exact connection points and pressures, I could not hazard to make an estimate as to how much of that cap would be covered by these entities.

And Mr. Seaward can add for Union Gas.

MR. SEAWARD:  And I would say much the same thing.  There are a couple on here that we have talked to in terms of volumes that would appear, from the conversations that we had, that would be viable; at least the fact the gas line is there, and there might be a connection.

There are a number of others that aren't.

Within the list that we have provided in (a), a number of those people are engineering companies in the business, who are talking on behalf of a number of different projects.

So in those discussions, we don't have any of the details, specific details of the projects, to understand whether or not they would be viable.


MR. THOMPSON:  That was my impression.  It looked to me like some of these people are, in effect, aggregators, like Progressive Waste, DFI.  I mean, I assume that is a garbage pick-up outfit.  Canada Composting Inc.

Is that true?


MR. SEAWARD:  Some do that.  Some operate landfills, municipal landfills.

Other companies like Stonecrest Engineering or PlanET Biogas are in the business of engineering services, building the actual digesters.  So they would contact us on behalf of potential customers who are thinking of getting into this business.

So it is not just aggregators.  There is a whole group of people there.

MR. THOMPSON:  Right, but I guess what I am trying to find out is:  If all of these people that you have been talking to jump into the queue, is the 5.5 taken up completely?  In other words, are you oversubscribed?


MR. SEAWARD:  So the answer to that is in every case, you need to do a complete engineering study to see whether or not that project is viable.

That's the information that we don't have.

So that you can't speak on behalf of all of these potential projects until you provide a price that is going to attract the project, the work done on both their side, to see whether or not it is viable for them, and the work on our side, which would be whether or not we have the takeaway capacity and the ability to connect them.

So they're not viable projects right now; these are discussions.


MR. THOMPSON:  What's the volume for the City of Toronto, please?


MR. SCHNEIDER:  I believe it's somewhere in the neighbourhood of 50,000 gigaJoules a year.


MR. THOMPSON:  Thank you.

MR. SCHNEIDER:  Possibly 60 -- I am not 100 percent sure -- at full build-out of their facility.

MR. THOMPSON:  And is the integrated gas recovery services, Walker Environmental, is that Walker Brothers, Niagara Falls?  It appears at page 19 of Exhibit B, tab 1, appendix 1.  Showing at 9.29 million cubic metres per year?

MR. SCHNEIDER:  Yes, I would agree with that.


MR. THOMPSON:  All right.  Fine.

So just with respect to Toronto, then, it is on -- if you go to Roman numeral IV of this document, it appears there was something in place where Toronto was going to pay Enbridge a fee of $10 per gJ to produce RNG.

Have I got that straight?


MR. SCHNEIDER:  Not to produce RNG.

If you could envision the equivalent of a car wash or just the clean-up apparatus, so they were willing to pay a fee for the clean-up service.


MR. THOMPSON:  All right.  So they were paying you to do something.

And from what I read here and in your response to VECC 15-15, that is referenced on the next page, page 3, this deal with Toronto was halted as a result of the proposal that you developed and have now presented in this case.

Is that -- am I misstating that?


MR. SCHNEIDER:  That would not be completely accurate.

MR. THOMPSON:  What is accurate?


MR. SCHNEIDER:  The City of Toronto had authorized the people in charge of solid waste for the city to negotiate with Enbridge on a rate to conduct a clean-up service on a pilot project.

That negotiation authority ended in September of 2010.  And because of this, if you go to VECC 15, essentially as people found out that we were entertaining the possibility to inject RNG into our distribution facilities, we've received a number of inquiries as to whether they could do that.

And we realized that some sort of program would be required, and that undertaking a pilot to prove the technology was not required; henceforth, why we are here today.


MR. THOMPSON:  Okay.  But reading VECC 15-15(b), and as it relates back to what you said in your joint filing, it says:

"As news of this potential pilot spread, other parties indicated interest in RNG, and we concluded that EGD's involvement in a single pilot would not enable a market for RNG."

Under this pilot, you were getting paid to do something, and Toronto was going to put its RNG into the system.  It was going to be for its use.  And it would keep its attributes, right?


MR. SCHNEIDER:  That is correct, sir.

MR. THOMPSON:  And I gather others were interested in doing exactly the same thing, paying you some money and putting RNG in the system, and keeping the attributes for themselves?

MR. SCHNEIDER:  I can't speak for the intention of other parties and what they wished to do.


MR. THOMPSON:  Well, the evidence says "other parties indicated interest in RNG" as "news of this potential pilot spread".

That suggests, to me, municipalities were interested in doing the same thing as Toronto.


MR. SCHNEIDER:  I haven't been contacted by any other municipalities to undertake exactly what Toronto did.

And to be clear, Toronto has a unique situation of having an SSO/AD facility.


MR. THOMPSON:  What does the phrase "other parties indicated interest in RNG" mean?

MR. SCHNEIDER:  Other parties were interested in seeing an RNG market in Ontario.


MR. THOMPSON:  But it was based on the Toronto experience?

MR. SCHNEIDER:  There were a few newspaper articles on that, to the best of my knowledge.

MR. THOMPSON:  In any event, did the scheme that you were working on with Toronto -- had it been made available to others, would it have enabled them to get their RNG into the system, to be used for their own purposes or maybe even sold at the competitive commodity price, as well as keep the attributes themselves and then monetize those when possible and take that money?

Was that an option of getting RNG into the system that you decided to abandon?


MR. SCHNEIDER:  No.  That was not an option at the time, as we did not have gas quality specifications.

And the reason for undertaking this particular pilot was to be able to study and understand all aspects of the conversion of biogas into renewable natural gas.


MR. THOMPSON:  Did you actually get paid anything by Toronto?

MR. SCHNEIDER:  No, I did not get paid anything by Toronto.

MR. THOMPSON:  Had you been paid something, would it have gone into the utility, or would this have been a non-utility venture?


MR. SCHNEIDER:  To the best of my knowledge, we had considered this as a pilot project, potentially, under the regulated utility.


MR. THOMPSON:  All right.  Thanks.  Okay.

So let's move on, then, from the landfill sources.  The anaerobic digester numbers are $17 and a lower number.  I don't think I have further questions there.


In terms of the maximum term length for the contracts, 20 years, you have taken under advisement a review proposal within a limited period of time.

And my question is this:  If market prices increase, as you expect, and they get to 7.50 or in that order, they will be sufficient, based on this exhibit you provided to me, to enable the large landfills to -- make it $8.  It doesn't really matter.  But they will be sufficient to generate more than 11 percent return.

And my question is:  Would you have any -- if the market price was sufficient to generate 11 percent return, would you have any objection to the contract automatically terminating and the RNG seller just taking market price?

We can put that on to the undertaking if -- that's probably the best way to do it.

MR. GOULDEN:  Mr. Thompson, maybe I can help.  We have a reference - I think it is our response to LPMA IR response to question 20 - where we talk about the exclusivity issue.

I won't read all of the words in it, but in that scenario what would happen is, in fact, if there were a contract and if, in fact, the market price exceeded the price of the contract, we would still have a valid contract.  And, in fact, the landfill operator in your scenario would continue to sell to us, but in fact it would be at less than market with some benefit.

So we don't see any need to sort of abrogate contracts or end them.  That would be, you know, a scenario where there would be some benefits to those that are paying for the program.

MR. THOMPSON:  I am not suggesting you abrogate them.  I am suggesting a term of the contract is that we get to market prices, and then the contract ends and they can carry on -- sorry, the fixed price ends, and they carry on under a market price at that point forward.

MR. GOULDEN:  That wasn't our intention, for the reasons I indicated, but we can include it in the general interrogatory about sort of considerations.

MR. THOMPSON:  Thanks very much.

MR. SOMMERVILLE:  Mr. Millar, do you have that as part of the undertaking?

MR. MILLAR:  That will be part of J3.1.

MR. THOMPSON:  So 2.4, the five-year contract acceptance window, do you have any problem with -- my question is:  Can that be staged so that it is one year that you would report to the Board and subject to extension in the Board's discretion?

[Witness panel confers]

MR. THOMPSON:  Theoretically, if all of these people that you already met with have more than 5.5 gigaJoules, this thing could be oversubscribed.

MR. SEAWARD:  I'm sorry, did you provide a reference, first?  I missed that, sorry, in your question.

MR. THOMPSON:  My question is -- well, it's the question issue 2.4:  Is the proposed five-year contract acceptance window appropriate?

I am suggesting maybe it isn't appropriate.  Maybe you should have a short one or a shorter one, subject to extension on reporting to the Board.  We can add that to the list, if you wish.

[Witness panel confers]

MR. THOMPSON:  In the interests of time, should we just add it to the undertaking, Mr. Goulden?  Is that the best way to deal with it?

MR. GOULDEN:  Yes, I guess so.  Mr. Thompson, I think we might have responded to it with the questions that the Panel had for myself and Mr. Maclean, whenever that was today.

The issue is about developers need revenue certainty in order to capitalize their projects, which is where the 20-year term comes from.  So to the extent you don't have a 20-year term, you don't have the ability to go to the bank and finance your project.

MR. THOMPSON:  Well, I am not so sure I agree with that.  But, anyway, ratepayers need protection.  That is where I am coming from.

MR. SCHNEIDER:  Yes.  And the design of our contracts is such that the scenario that you just painted where the market price of natural gas exceeds the contract price, we would hold the producers to the contract and procure the gas at a below-market price, and pass any of the savings on to ratepayers.

MR. THOMPSON:  Well, I won't replough that ground.

In terms of the -- I am just about done here, Mr. Chairman.

The volume caps question was already put to you by the Board Panel about scaling back the volume, and that is in the record, so I won't ask that again.

With respect to environmental impacts and attributes, your proposal is that these would be transferred to the utility.  The utility, if and when, they can be monetized, would then put these in a deferral account and flow them back to ratepayers.

My question is:  If this was being administered on a supplier-specific basis, is another option -- and you can add this to the undertakings -- to merely lower the price, contractual price, by the value of the attributes?

MR. SOMMERVILLE:  Mr. Millar, could you capture that for the undertaking?

MR. MILLAR:  Yes.

MR. THOMPSON:  So that has gone into the other undertaking, panel.  Now, the other --


MR. SCHNEIDER:  May I answer that question for you, sir?

MR. THOMPSON:  Well, sure, if you wish.

MR. SCHNEIDER:  Sure.  The concept would be that the environmental attributes would go into a deferral account, and then it would be cleared out per an order of the Board in the quarterly QRAMs, and would then flow back to ratepayers at that point.

MR. THOMPSON:  No, I understand that, but if it was being administered, as I am suggesting, on a RNG-specific basis, if an RNG -- if you then had monetized that supplier's attributes, that could be applied to reduce the price that that particular supplier is charging.

It is not spread over everybody.  It is supplier-specific.  That is the concept.  Fine.  We will leave it on the list.

Now, in terms of the other three questions -- sorry, other two questions that I am interested in about connection procedures, capacity allocation process, my question is:  Are your proposals here -- are they any different than what would prevail in the current regime for an Ontario producer?

MR. SEAWARD:  Can you just point me to the evidence so I make sure I look at exactly what we have?  Where are you reading that from?

MR. THOMPSON:  You want me to point you to your evidence?  I am talking about the proposed connection procedures, including capital contributions - that's issue 3.1 - and the proposed capacity allocation process to access the utility's distribution and transmission systems.

MR. SEAWARD:  Right.  The capital connection process is identical.  You have to look at whether or not you have the take-away capacity, and both producers would pay the same.

The capacity allocation process that we have suggested in here doesn't exist now, and, as I said in an earlier answer, the reason we put it forward is because we're looking to attract a number of different projects, and in case they're both on the same distribution line.

MR. THOMPSON:  So capacity allocation is different?

MR. SEAWARD:  It's different, in that -- is that we do not have something called a capacity allocation process in place today for the local production.

The effect would be the same, but we don't have something called a capacity allocation process in effect today.

MR. THOMPSON:  And how is local production priced --


MR. GOULDEN:  Mr. Thompson, sorry.  Maybe I could just help with that.

When we did the work we did with regards to RNG, we identified the need for what I will call a procedure.  So we have now formalized what was already there for local producers.

MR. THOMPSON:  Okay.  My last question:  How is Ontario production priced?  There is an exhibit that I think is in response to one of Mr. Aiken's questions where the upshot of it is it is priced differently than other sources of supply.  Is that something for the next panel?

MR. SEAWARD:  Yes.  That's more appropriately answered by panel 3.

MR. THOMPSON:  Thank you.  Thank you very much.  Those are my questions.  Thank you, Mr. Chairman, for your patience.

MR. SOMMERVILLE:  Thank you.  As I look at our schedule for tomorrow, I have Mr. Aiken.  You will be cross-examining this panel and the third panel, as well?

MR. AIKEN:  That's correct.

MR. SOMMERVILLE:  At 15 to 20 minutes in the first -- for this panel, and 20 to 30 minutes for the --


MR. AIKEN:  No.  I actually sent an updated estimate of time to Board Staff yesterday, and I think I might be able to get down to an hour for the two panels together.

MR. SOMMERVILLE:  Okay.

MR. AIKEN:  Sorry, that includes Mr. Buonaguro's number of questions.

MR. SOMMERVILLE:  Okay, that includes Mr. Buonaguro.

The Schools, you have 20 minutes today and 20 minutes for tomorrow -- 20 minutes for this panel, rather, and 20 minutes for --


MR. RUBENSTEIN:  I will have, at most, half an hour for both panels.

MR. SOMMERVILLE:  Okay.  Mr. Quinn, I don't have an estimate for you.


MR. QUINN:  Sorry, sir, I did submit -- I don't have it in front of me, but it was 15 to 30 for this panel, which I believe will be closer to 15 -- based upon what has already been gone over here -- and 10 to 15 for the third panel, which, again, depending on Mr. Aiken's questions, I could see it going down to five to 10.

MR. SOMMERVILLE:  Thank you.  Mr. Forster?

MR. FORSTER:  I would suspect that I only have about five minutes, 10 minutes at most for this panel, and probably the same for tomorrow's panel -- sorry, the third panel.

MR. SOMMERVILLE:  Mr. MacIntosh?


MR. MACINTOSH:  No cross, sir.


MR. SOMMERVILLE:  I don't have an estimate from you, Mr. Brett, for the third panel.

MR. BRETT:  I did give an estimate, but, say, 15 minutes, sir.

MR. SOMMERVILLE:  I am going to hold people to these numbers.  My mental arithmetic resource beside me --


[Laughter]


MR. SOMMERVILLE:  -- my time consultant, indicates that that adds up to about three hours at this stage.

Mr. Thompson, what do you have for the third panel?  Nothing, as far as the estimate that I have.

MR. THOMPSON:  No, I indicated up to 45 minutes, but it won't be that long.

And we have the gas supply stuff that was deferred from panel 1.

MR. SOMMERVILLE:  Okay.  It looks like it may be a later evening tomorrow.  That is to say, we will be going probably until 5:00 o'clock, at least, to complete the argument.  I don't see any way around that at this stage.


Mr. Warren?

MR. WARREN:  Mr. Chairman, I am going to review the evidence from the third panel tonight, but I said 15 minutes just out of the fear of the Lord, because you said you were going to hold me to it.

But I may well advise Mr. Millar that, notwithstanding that fear, I don't have any questions.

So I am not likely to be here at all.

MR. SOMMERVILLE:  So we will adjourn until tomorrow morning at 9:00 o'clock.

And I would just encourage everyone to be as tight and direct and to the point as possible, so that we can finish this tomorrow.  Okay?  Thank you very much.

Until 9:00 o'clock tomorrow.


--- Whereupon the hearing adjourned at 4:42 p.m.
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