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Friday, May 4, 2012


--- On commencing at 9:00 a.m.

MR. SOMMERVILLE:  Thank you.  Please be seated.


Are there any preliminary matters?

Preliminary Matters

MR. CASS:  Mr. Chair, I apologize.  I meant to give everyone a small heads-up at the end of the day yesterday and I forgot.  I don't think it is anything major.  I just wanted to alert the Board, Board Staff and any parties who are interested, that during my submissions later today I would make a few references to the booklet that was filed when the preliminary issue was argued.


I won't be referring to it extensively, but I will make a few references to it, so it would be helpful, for those who care, if they had that booklet available during submissions.


MR. SOMMERVILLE:  KP1.1?


MR. CASS:  Yes.  That's correct, Mr. Chair.  Thank you.  I'm sorry I forgot to raise that yesterday.


MR. SOMMERVILLE:  I think I have a copy, but I'm not sure about...


MR. MILLAR:  We will make sure, if you need copies, that we have them.


MR. SOMMERVILLE:  Mr. Quinn, I think you are next.  Oh, I beg your pardon.  Mr. Rubenstein.

PANEL 2:  TECHNICAL PANEL, RESUMED


Dr. Salim A. Abboud, Sworn Previously


Eric Camirand, Sworn Previously


Bryan Robert Goulden, Sworn Previously


Owen Schneider, Sworn Previously


Ed Seaward, Sworn Previously
Cross-Examination by Mr. Rubenstein

MR. RUBENSTEIN:  Good morning, panel.  I just have a couple of areas I would like to review with you.


During the first panel, the program overview panel, a number of parties had asked about the derivation of the 11 percent number, and this was also located in a number of the IR responses.  And the term that was used throughout the first panel was it was informed by the 11 percent from the FIT ROE.


I was wondering.  "Informed" to me suggests that -- well, that there are other things that were looked at, and I asked the first panel, which sent me to you:  What, exactly, other elements did you look at when you derived the 11 percent ROE for this program, for your proposed program?


[Witness panel confers]


MR. SCHNEIDER:  I will answer that question for you, Mr. Rubenstein.


The 11 percent was chosen because it was out in the public realm, in the marketplace, and if you consider what a producer would look at, you would have a return -- if you went a little bit over that, there could be the accusation that it was a richer program, that people would like you to get -- would like to get into.


If you go under that, you start getting into issues of having too low of a return, because it is not adequate to finance a project.


So 11 percent was something out there.  It provides producers, I believe, with a level of indifference between programs and that.  And if you would like to, you can turn to IU - that would be the one for Union Gas, and I believe Enbridge's is the same, IE - 5-25, and we have provided an answer there, as well.


MR. RUBENSTEIN:  And do you know the basis that the OPA used to determine their 11 percent?


MR. SCHNEIDER:  I'm not 100 percent sure of the basis that the OPA used.


MR. RUBENSTEIN:  But you have some idea?


MR. SCHNEIDER:  I was at the session where they provided that information, and I believe that they had conducted some research with respect to some consultants, and so on.  I believe it was either Navigant or another company, and they had come up with that as being a reasonable number at that time.


MR. RUBENSTEIN:  And my understanding of the 11 percent number for the OPA is it is across all of the different programs, so wind gets 11 percent ROE, biogas gets 11 percent ROE?


MR. SCHNEIDER:  That would be correct.  It is a value used throughout all OPA programs.


MR. RUBENSTEIN:  And from my understanding, as well, much like what -- your 11 percent ROE, how it was originally derived was over all of the programs, and then they decided, for ease of use, that they would use it for each of them.


So my question to you is, and this was discussed a little bit earlier, but I wanted to follow up about it:  You don't know that the correct number, in terms of the ROE that is needed for a biomethane project, is 11 percent?  It might be lower.  It might be higher.  I mean, you don't know?


[Witness panel confers]


MR. SEAWARD:  The reality in Ontario is the 11 percent has been established over the last few years, and both biogas projects and landfill projects that are connecting to the OPA program, the 11 percent is now the industry standard.


So we think that is a reasonable number in which to attract the projects, and if you set a lower number, you won't attract those projects.


MR. RUBENSTEIN:  But at the same time, you don't know -- you might need to have a higher -- it might -- if you had done the analysis yourself, it might have actually needed to be higher?


[Witness panel confers]


MR. SEAWARD:  I think the reasonable approach here is that there has now been an industry standard set in the marketplace.  We're talking about the Ontario marketplace, and 11 percent, we think, is the most reasonable ROE which will attract the necessary projects.


MR. RUBENSTEIN:  The second thing I want to look at with you is -- and I don't think you need to bring this up, but you may if you want.  It's Interrogatory Board Staff No. 3.  So that is 1-3 at page 2.  There is details of a meeting with the OPA on November 2nd, 2010 between members of Enbridge and the OPA.


I was wondering what you talked about at that meeting.


MR. SCHNEIDER:  I'm very happy to discuss that with you, sir.


The OPA, if you recall, conducted their IPSP examination in 2007, and within the IPSP there is a section on the usage of biomass, and what we simply did was inquire at the OPA as to who conducted that study.  And it was a gentleman named Steven Norrie, and he is currently, I believe, manager of transmission planning at the OPA.


And he was quite kind enough to share the files he used with us, and we took a quick look at them, kept them on the side, and when we contracted with Dr. Abboud, we provided them to Dr. Abboud.  And, if you look through his material, he provided a reference with respect to a conversation he had.


MR. RUBENSTEIN:  And did you discuss with the OPA what they had learned from the FIT program?


MR. SCHNEIDER:  No.  This was simply an information request for the files used -- that they used in conducting their research around biomass in the province of Ontario.  It seemed to be an efficient way, instead of going out and conducting our own research, to look at what they had done.


MR. RUBENSTEIN:  So maybe not at this meeting, but in other meetings, if there were any other meetings with the OPA, did you discuss with them what they had learned from the FIT program?


[Witness panel confers]


MR. SCHNEIDER:  There were no other meetings with the OPA, and there were no discussions with respect to learnings from the FIT program with them whatsoever.


MR. RUBENSTEIN:  Why would you not attempt to learn, from a program that has some similar attributes in the sense that it's trying to attract waste management operations to build sort of renewable projects, it has -- you know, we discussed -- Mr. Warren went over with you yesterday a lot of the similarities, which we agree happened.


Why didn't you have a discussion with them about what they had learned about their experiences with the FIT program?  It seems that would make sense.


[Witness panel confers]


MR. SCHNEIDER:  To be clear, all of the information with respect to the learnings on the OPA's FIT program were extremely public and very transparent, and we were able to observe many of the activities going on that the OPA conducted in a public forum.  So we didn't feel we needed to discuss it specifically with them.

And Mr. Seaward will continue.


MR. SEAWARD:  What I would suggest that we learned -- and I think a lot of people have learned this from the feed-in tariff -- is that the issues, and they were discussed yesterday, is around the price impact.

So the key learning that we have from the feed-in tariff program was that we needed a very bounded program, and that is what we have provided to the Board.

We have provided a program that is five years and/or capped at the volume.

So that, I think, is the most relevant learning overall from the feed-in tariff program, that over the next five years as we try to build a foundation, we are sure of what the price impact is.  And I think we have demonstrated that.

I could go on, but I don't think that would be helpful.  So thank you.


MR. RUBENSTEIN:  Thank you very much.

The last thing I want to discuss with you is the environmental attributes and impacts deferral account.  I just want to be clear.

You would only record something in that account when there is a value to those attributes?


[Witness panel confers]


MR. RUBENSTEIN:  So as an example, there is a price on carbon, and until that team happens, I mean, there's nothing to put in the account.

What would you record?


[Witness panel confers]


MR. SCHNEIDER:  A dollar value in the account would only occur when there is a price for carbon in the marketplace.


MR. RUBENSTEIN:  But you would put something in the account right away?


MR. SCHNEIDER:  I'm not an expert on deferral accounts, but deferral accounts typically involve dollar values, and you would need to have a dollar value attributed to it.


MR. RUBENSTEIN:  Okay.  So then the answer to my question would be yes, that, until there is a value, you would put nothing in the account?


MR. GOULDEN:  That's correct, Mr. Rubenstein.  So in terms of the concept, when we can realize what the values are, then we would credit them to the account and to our customers.

MR. RUBENSTEIN:  Okay.  Thank you very much.  Those are my questions.


MR. SOMMERVILLE:  Mr. Aiken.
Cross-Examination by Mr. Aiken

MR. AIKEN:  Thank you.  Panel, I will be referring to a number of different interrogatory responses, some of which are in the LPMA compendium that I believe you have a copy of, but first, I want to start with some follow-up from the first panel.


There was a map in Exhibit I, tab 1, schedule 3, attachment 2, and I don't know whether you need to pull it up or not, but it showed 10 RNG projects in the United States, and the question I had then that was deferred to this panel was whether or not anyone on the panel can provide any information about the pricing mechanisms or terms of the contracts associated with those 10 projects in the States.


[Witness panel confers]


MR. SCHNEIDER:  To the best of our knowledge, we have gone out and we are aware that there are projects in the US that operate.  Many of them operate under private contracts and they were not available for us to review.  So we have no information on the pricing mechanisms and that used in those.


MR. AIKEN:  By "private contracts" do you mean that they are not with a regulated utility?


MR. SCHNEIDER:  I am unaware if any of them are with or without a regulated utility.


MR. AIKEN:  Okay.  Next question is also a follow-up, and this is from Exhibit I, tab 1, schedule 8.

The interrogatory response lists two landfill projects that are partnering with nearby industry for direct use of biogas.

First, with respect to the Thorold landfill, it is my understanding that the biogas is being used at or by Abitibi, and that Enbridge constructed a pipeline on behalf of the two partners within that project.

And my question was:  Does Enbridge own that pipeline?  Or did they just build it for somebody else?


[Witness panel confers]


MR. SCHNEIDER:  Mr. Aiken, panel 3, Jackie Collier would be able to clearly answer your questions with respect to that project.


MR. AIKEN:  Okay.  Then I had a similar question for Enbridge -- or, sorry, for Union on the Cambridge landfill site, where the biogas is being used by a nearby steel company.

Would that also be answered by panel 3?


[Witness panel confers]


MR. SEAWARD:  Just to be clear, our understanding is it is a biogas, not a biomethane pipe.

And to the best of my knowledge, Union Gas had nothing to do with the construction at all.  It was a private arrangement between the landfill and the steel company.


MR. AIKEN:  Okay.  Thank you.  If you could turn to pages 11 and 12 of the compendium, this is Exhibit I, tab 4, schedule 6.  It is a Bullfrog Power interrogatory response.

I just want to get some clarification on the five reasons given for not doing an RFP.

First, can both utilities tell me what the cost is associated to conduct a RFP process?

[Witness panel confers]


MR. SEAWARD:  We don't have -- I can't provide you an exact cost, Mr. Aiken.

I think what we had said over the last couple of days is that it's a very complex process, which in and of itself would be very expensive for the smaller producers to participate in, and that was one of our concerns.

MR. AIKEN:  So this is not the utility's cost to conduct the RFP process, this is what you're referring to as the cost to respond by some producers?


[Witness panel confers]


MR. SEAWARD:  It's both, actually.  It is -- there's obviously going to be a cost from the utilities.  I mean, to run an RFP process and to ensure complete transparency and fairness is a complex exercise, but it is not just the utilities.  It is obviously the cost of the small producers, farmers that would have to respond to it.

So it is the cost in its entirety.


MR. AIKEN:  Moving on to the second point, can you explain the second point to me and how this would be different under an RFP process versus the process that the utilities are proposing?

This has to do with the connection limit information.


[Witness panel confers]


MR. SEAWARD:  The difference between this process, the RFP process, to do this work and what we have put in our proposal is that all of this work has to be done upfront beforehand.


So if you are going to look for an RFP process, you're going to have to provide all of this information or people aren't going to be able to respond to you.  So all of that work has to be done, whether or not somebody actually responds to the RFP.


In our proposal, the project proponents would be coming to us, and then -- and we would have those discussions, and then, depending on the outcome of that, we would invest in the information required, as laid out in the answer.


MR. AIKEN:  Skipping to point 4, is this what you were really referring to in my previous question, the cost and complexity of an RFP process for less sophisticated producers?


[Witness panel confers]


MR. SEAWARD:  Yes, that's correct.  This is part of the first answer I gave.


MR. AIKEN:  Do you believe that these potential suppliers would try and do all of the project coordination themselves, or would they hire a project coordinator or a firm that has expertise in this area?


[Witness panel confers]


MR. SEAWARD:  I would answer that it would depend on the market.  It would depend, producer by producer, how they would go about doing this.


MR. AIKEN:  Now, in part (b) of the response, you indicate that both distributors will not consider holding a small-scale RFP at this time.


If the Board directed you to do so, would you change your mind, or would you simply abandon the initiative entirely?


[Witness panel confers]


MR. GOULDEN:  Mr. Aiken, with regards to participation in a small-scale RFP process, I think, as Mr. Seaward has identified, those are our concerns about sort of how that might work.


So it is about sort of cost effectively including or not including small participants because of those costs.  But we would obviously comply with whatever we were directed to do from the Board.


MR. AIKEN:  Okay.  Now, if you could turn to Exhibit I, tab 11, schedule 2, this is an LPMA interrogatory.  And at the same time, if you could pull up Exhibit I, tab 15, schedule 9, that is a VECC interrogatory.


Both of these questions asked about various volumes, system gas direct purchase and own use volumes.  And what I am trying to do is get all of the various numbers in the same unit of measurement.  This is one of these idiot questions like Mr. Thompson had the other day.


Am I correct that for Union Gas, the system gas purchases in 2011 were about 150 petaJoules?  And I am taking that number off the VECC interrogatory, page 2.  There is a number that shows 150 million gigaJoules.


So I am assuming that is equivalent to 150 petaJoules?


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

MR. AIKEN:  Okay.  Then in part (b) of the Union response to the LPMA interrogatory, it says that Union's direct purchase volume in 2011 was 10,409 106 m3.


Now, is that around 380, 390 petaJoules, subject to check?


MR. GOULDEN:  Yes.


MR. AIKEN:  And then your own use gas shown in part (c) and (d) of that response is 6 petaJoules, which includes 0.4 for the unregulated storage business; correct?  Again, I am looking at 2011.


MR. GOULDEN:  That's correct.


MR. AIKEN:  Now, how does this 6 petaJoules relate to the 413,000 gigaJoules shown in the response to VECC No. 9, Union, part (b), where those numbers that are listed there are, it says, Union's historical own use gas volumes?  And you see a figure of 413,116 gigaJoules in each of the years.


MR. GOULDEN:  I hate to lead you sort of halfway down the path, Mr. Aiken, but I think probably the next panel can deal with that, because they have both the gas supply, as well as the rates background.  So they can tell you how they're all connected better than we can.


MR. AIKEN:  Okay.  Then turning to the Enbridge volumes - and I guess all of these are coming off of the VECC IR response - would you take it, subject to check, that in petaJoules, the 2011 numbers shown there - and this is part (a) of the Enbridge response to VECC No. 9 - that your system gas purchases are about 240 petaJoules, direct purchase volume is around 200 petaJoules, and the company use gas is about 0.3 petaJoules?


MR. SCHNEIDER:  Mr. Aiken, that would be more appropriately answered by the gas supply panel 3.  I'm sorry I can't be more helpful at this point.


MR. AIKEN:  If we go on to Exhibit I-11-17, this deals with the value of the environmental attributes and benefits and how there would be pass-through to customers through a deferral account mechanism.


This was a question that I had for panel 1 and it was booted to here, and maybe it will be booted to panel 3.  There is too much football taking place.


Would this be done -- once there are credits to be rebated to customers, is that going to be done as part of the QRAM process, or is that panel 3?


MR. GOULDEN:  It is panel 3, but, sorry, it will be done as -- proposed as part of the QRAM process likely, but I should really lateral to panel 3.  We have used up our punts.  They can be more helpful.


MR. AIKEN:  Okay.  Now, am I correct that based on the responses to Exhibit I-11-4 and I-11-11, and elsewhere in the interrogatory responses, that RNG provides no cost reduction in terms of peak-day delivery or upstream transportation requirements?


MR. GOULDEN:  That would be panel 3, as well.


MR. AIKEN:  Okay.  Exhibit I, tab 11, schedule 15, if you could turn to that one?


This is a simple one that I think will be an undertaking.  I just wanted to have this table updated to reflect the current April 1st QRAM rates.  Is that an undertaking you can do, or do you want to punt that to panel 3, as well?


MR. GOULDEN:  At the risk of becoming a good punter, which I'm not, I think it would be more helpful actually to put it to them, because I don't know how much work is involved, for example, and they can tell you quite quickly.


MR. AIKEN:  Okay.  Now, if I have questions about minimum heat values and what impact that may have on the distribution system, is that for this panel or the bill impact panel?


MR. GOULDEN:  Panel 3.


MR. AIKEN:  All right.  Questions dealing with the connection costs, this panel or bill impact?


MR. GOULDEN:  I think generally we may be able to deal with them, Mr. Aiken, but if it is with regards to sort of how the rate spaghetti works, then it would obviously be the next panel.


MR. AIKEN:  Okay, let me think about that.  I think those are my questions.  I think everything else is going to be panel 3.  Thank you.


MR. SOMMERVILLE:  Thank you.

Mr. Quinn?

Cross-Examination by Mr. Quinn


MR. QUINN:  Yes.  Thank you, sir.  Good morning, panel.  My name is Dwayne Quinn, and I am here representing the Federation of Rental-Housing Providers of Ontario.

Let me start with you, Dr. Abboud, if I may.  I understand from your introduction that you are involved in taking biogas and RNG-type projects from bench scale to pilot projects and to practical implementation; is that correct?

DR. ABBOUD:  In taking projects related to waste biomass into some product, not just -- sometimes it is -- it can be energy, but mostly it is other forms of useful products.

MR. QUINN:  Okay.  Thank you for the clarification.

In doing so, I presume that you share information about what you learn with other organizations and they with you, other organizations in other jurisdictions?  Would that be correct?

DR. ABBOUD:  Depends on the nature of the project.  If it is paid for by a private industry, then it is proprietary.

It is really the -- if it's public funds, then yes, it will be shared through presentations.


MR. QUINN:  Okay.  Well, that helps for a subsequent question.  I am going to ask you this question first, then.

In this application, the utilities are proposing a preset 20-year pricing structure that would be available on a first-come, first-served basis.


Are you aware of a similar model that utilities are proposing -- similar to what the utilities are proposing, that is operational in any other jurisdiction?


DR. ABBOUD:  I am not aware, but this is not my expertise.


We really -- my expertise ends when we deal with the technicals, but not when it comes to any rates or pricing or costing.


MR. QUINN:  Okay.  I want to stay with you, if I may, because of the answer you gave about you have a greater knowledge of public projects that have been developed in the public sector because of the limits of propriety on the private sector.

Did I understand that correctly?


DR. ABBOUD:  Yes, but the projects that I -- in the public sector that I was involved in relate to non-energy, to other products from waste.


MR. QUINN:  So there was no energy projects that you are familiar with from other jurisdictions that are public?


DR. ABBOUD:  That's correct.


MR. QUINN:  Okay.  Well, then, maybe I should turn the question to anybody else on the panel.

My understanding is that the City of Hamilton has reached an agreement with Union Gas, for Union Gas to receive their biomethane from the wastewater treatment plant, and -- for lack of a better term -- the gas is wheeled to other city facilities.

Does anybody on this panel have a working understanding of that arrangement?


MR. SEAWARD:  Yes, Mr. Quinn.  I do.


MR. QUINN:  Okay.  Thank you.  Mr. Seaward, I am going to ask a few questions that it would be helpful if we could understand.

Does Union Gas contribute to their business case that they presented to their counsel?


MR. SEAWARD:  No, we did not.


MR. QUINN:  Do you know if there was any form of cost-benefit analysis done in the presentation of their business case to get counsel approval for the capital costs of the project?


MR. SEAWARD:  Specifically, no, I'm not aware.

Generally, I think what needs to be understood about the Hamilton wastewater treatment plant process is that this was not strictly about providing renewable natural gas into the grid.  That was part of the project.

My understanding -- and this is general knowledge from discussions with city officials as they brought us in to ask us what we could do to facilitate by bringing the gas into our system -- is that they went through a very major upgrade into the -- to their overall waste treatment plant.

Part of waste treatment is the use of anaerobic digesters, so they did a great expansion.

My understanding -- I won't give a percentage because I don't know specifically, but a small part of that was they decided:  We will also take some of the gas that's being produced and invest in clean-up technology and –- well, in fact, they weren't going to inject into the grid at first.  They were going to refuel vehicles at the time.  So that was their thinking.

So this wasn't a business case built strictly about RNG.  It was much more about the entirety of the waste treatment plant.

MR. QUINN:  I think that is helpful.

Maybe because of that knowledge, did you understand that Hamilton retained the right to use some of that waste stream for biogas and electricity generation, while getting the approval to finance and build their gas cleaning facility to make it biomethane?

[Witness panel confers]


MR. SEAWARD:  The electric generation occurring is long-standing; by that, I mean five years.  It is actually under the -- part of the FIT.  It was the renewable energy standards offer program, known as RESOP.


So the biogas that is there currently or that had been there currently was generating electricity.


MR. QUINN:  And to be specific, they retained their right to be able to generate that electricity while making a choice of what gas to wheel, versus what gas to use for generation of electricity?


[Witness panel confers]


MR. SEAWARD:  Generally, that's my understanding, but I can't speak for exactly how they're going to utilize the biogas going forward.


MR. QUINN:  Okay.  I understand you were with us yesterday, and maybe I will say this more broadly to the whole panel, but there was an exchange yesterday at the end of the first panel where Vice Chair Chaplin was seeking models of structural arrangements that are available in other jurisdictions.

I guess, Mr. Goulden, because you were on that panel, you had recommended those questions be best answered by this panel.

Then I later heard your consultant, Mr. Camirand, express that it is hard to translate work in other jurisdictions into the Ontario context.

So I would suggest that if we're seeking viable models of what works -- and I was wondering why we wouldn't look at the only biomethane facility that is currently operating in the province of Ontario.

So maybe the best way to handle this, and I can ask, would Union undertake to provide a document which should be on the public record, the business case or whatever the City of Hamilton went to their council to get approval for, so we could understand what was presented to their municipal council, which would aid in understanding how a municipality might view a biomethane project, because that should ultimately inform most of -– well, a lot of the opportunities that you have here in Ontario are working with municipalities.

How they value a biomethane project may be informed by how the City of Hamilton went forward with it and what their council's approval was, on what basis that approval was given.

MR. GOULDEN:  I am having a little bit of difficulty following your question, Mr. Quinn.


I think one of the questions I heard was:  Can this panel respond to what an appropriate model may look like?


What I did say or what I intended to say was I wasn't in a position to identify any sort of knowledge we've gained specifically about what other jurisdictions are doing.  I'm not sure this panel does, but perhaps they can, I guess, first of all, confirm whether they have any sort of specific knowledge about other programs, if that is helpful.

MR. QUINN:  Well, I am trying to narrow it down to a contextual.

Here's Ontario, here's municipalities.  We have a biomethane facility, which I understood -- if I understood the first panel -- is currently injecting, has the capability of injecting natural gas into your system at this time, Mr. Goulden?

MR. GOULDEN:  Yes, they do have the capability to inject into our system, but I think, as Mr. Seaward tried to explain, the rationale they used to construct the project was fairly unique.

And it was fairly unique because the intention they had with regards to the program was they want the RNG to use for transportation their own vehicles.

So I am not sure what we can necessarily gain by what their rationale was, as it might apply to the rest of the province, and we don't currently have access to whatever they might have provided to city council.


MR. QUINN:  Well, maybe this is where I would suggest, from having a little bit of municipal experience, that all municipalities have fleets.

Would you agree with that?  Fleets of vehicles?


[Witness panel confers]


MR. GOULDEN:  Yes, I would presume so.

MR. QUINN:  Okay.  I won't go through a laundry list of other facilities, heating that they need for their municipal facilities.

I am suggesting to you that there is a viable biomethane plant that is currently in place in Ontario, and a municipality looked at it and valued it in the context of whatever was submitted to them.

We don't have any evidence in this proceeding about other biomethane facilities in Ontario, so I thought that it would inform us and inform the Board about how that project came to be.  So I guess I would ask, so we are not acting or speaking hypothetically, could Union Gas undertake to get whatever is on the public record for the documents that were used to get approval from city council to invest in a biomethane facility.

MR. GOULDEN:  I think if it is on the public record, Mr. Quinn, we can see what we can find.

Again, I just wanted to provide the caveats about -- I think what your -- your intention was to get some insight with regards to how this might apply to the rest of the province, and based upon what Mr. Seaward has identified and what I am aware of the project, I am not sure it is applicable, but we can certainly get that information, if we can.

MR. MILLAR:  J4.1.
UNDERTAKING NO. J4.1:  FOR UNION TO PROVIDE WHATEVER IS ON THE PUBLIC RECORD FOR DOCUMENTS THAT WERE USED TO GET APPROVAL FROM CITY COUNCIL TO INVEST IN A BIOMETHANE FACILITY.

MR. QUINN:  Thank you.  The other line of questioning I had pertains to your process, and I look up at the clock and I am mindful of the clock, as we were asked to today.  So as a questioner, I guess I trust that you understand that we share that limit with you.

So I was going to lead you through your process step by step, but I think it is unnecessary, because I would presume that you are all familiar with your process.  But if you want to turn up page 24, 25 and 26 of your application at Exhibit B, tab 1, and you would have it then available if you have any questions to refer to.

But the way I see going through this ideally is that I could provide to you my understanding, and you can confirm that understanding or clarify, and then I could ask a few questions around that.

[Witness panel confers]

MR. SEAWARD:  Sorry, there were some interrogatories on this, as well, so we just wanted to have the information available.

MR. QUINN:  I am hopefully going to stay at a high level, but I respect that you want to be prepared.  If I may proceed, Mr. Seaward, I understand from your proposal that the biomethane project information form would be time-stamped upon receipt to record which project came in first; is that correct?

MR. SEAWARD:  Yes.  As per the evidence, that's correct.

MR. QUINN:  Further, to ensure system capacity, you would then analyze the summer take-away capacity available, proximate to the potential location, to ensure the ability to accept RNG?

MR. SEAWARD:  Yes.

MR. QUINN:  Okay.  My technical question is:  I understand that Union models distribution primarily on a steady-state analysis.  For the purposes of accepting applications for injection of RNG, does Union expect to use figures from a steady-state summer peak analysis, or do you do a transient analysis to determine the impact of increased line pack?

[Witness panel confers]

MR. GOULDEN:  I can maybe help, Mr. Quinn, there.  We do what I would call a proxy transient analysis.  That is engineering gibberish for we basically have to determine what, on a summer minimum day, what the flow would be.

So to do an average day isn't helpful, because, in fact, what we need to do is determine the take-away capacity - and that is on the stillest, hottest August day when there isn't a whole lot of gas load on the system - to determine, in fact, what the take-away capacity is.

MR. QUINN:  And I understand the engineering methodology behind that, but the subsequent question would be, to the extent that you deem a certain amount of take-away capacity:  Do you then look at the system capacity that surrounds the area to say that, given whatever the system setting is, could the gas still be injected without creating risks of MAOP increase or such?

MR. GOULDEN:  Yes.  We do that analysis.

MR. QUINN:  So there is -- you are actually accounting for line pack to be part of what the take-away capacity could be?

MR. GOULDEN:  As I understand it.  Again, we're talking about typically distribution systems, and line pack is not very significant.

MR. QUINN:  Depending on the system, I understand your response.

So do you have any understanding, Mr. Goulden, of how long that type of analysis takes?

[Witness panel confers]

MR. GOULDEN:  It is not a trivial analysis, and it typically sort of takes around a month to get that kind of information.

MR. QUINN:  Okay.  Well, that is helpful.  Thank you.

Another component that you have to assess is what the cost to connection would be.  Can we simply say, for the purposes of expediency, that the establishment of the market and the determination of the cost to connect could be done within that first six months defined by your program?

[Witness panel confers]

MR. SEAWARD:  Yes.

MR. QUINN:  Okay, thank you.  So if I put those together, you evaluate the capacity limitations, and then, if there are none and you go back to the proponents with the cost of connection, then they would have six months to determine if they're willing to provide the capital for the cost to connect; is that correct?

MR. SEAWARD:  Generally, yes.  Although the reality is we would expect this to go -- would be probably a lot more iterative than the high-level process states, but, generally, yes.

MR. QUINN:  Okay.  And I think if we bring that all forward, then, so the two processes together may take upwards of a year. In fact, your evidence states in Exhibit B, tab 1, page 25, in effect, the first project will have up to one full year to commit to their project and enter into a contractual agreement with the utility.

Do I have that right?

[Witness panel confers]

MR. SEAWARD:  Yes, more or less a year.

MR. QUINN:  Okay.  So if I understand, one of your concerns and your reluctance to do an RFP was a concern of the duration, how this process would work.

Do you not think that you could have the opportunity or the potential to examine an RFP, with those issues of capacity and connection charges, well within one year and provide the program with the most economic delivery of RNG?

[Witness panel confers]

MR. SEAWARD:  I think, Mr. Quinn, your question gets really at the heart of the matter about what we take a look at in terms of timing.

In an RFP process, if we do that for a particular area of our company, we will need to do all of that work upfront, which is going to take the considerable investment and time that we talked about.

If in fact nobody comes forward, then, you know -- or no one comes forward that is willing to do it for the price, however that might work, then you start the process all over.  You could go through a number of RFP processes in different parts of the organization, because the reality is this is very site specific, both of where the feedstock is, as well as the connection.

So what we have proposed is actually a producer-driven.  They call us with the potential of production.  So that is really the difference here is to that timing.  When somebody calls us, they have already done some analysis.  They want to take their waste stream and turn it into energy.

So that's why I think it is -- the timing issue isn't in the same capacity.


MR. QUINN:  Well, and maybe going through it at -- in the rapid round here, as I have tried to do, maybe I wasn't clear.

You said would they be willing to do it for the price.  What I was submitting is that they would establish what -- the price that they would want, determining their own level of return that they're looking for, their own cost considerations.  They would tell you what the price they would be willing to provide it for.

I heard Mr. Goulden's response to Mr. Aiken, saying, you know, notwithstanding the utility's concerns about some of these areas that we are discussing, the utilities would comply with whatever the Board directs.

Late yesterday, the utilities accepted an undertaking, 3.1, where a list of potential alternatives would be considered by the utilities for the purposes of providing specific responses as to their ability to modify their application with that laundry list.

And I guess I would ask at this time if the utilities would be willing to add an RFP process, wherein the producer sets the price and you do whatever you would need to do to your application, to modify it accordingly to accept an RFP process, as opposed to a structured set price on a 20-year contract.  Would you be willing to add that to the laundry list of J3.1?

MR. GOULDEN:  I think it is already on the laundry list, Mr. Quinn.


The only, I guess, comment I would make with regards to this undertaking is we want to be responsive to all of these sort of suggestions, but for the reasons we have articulated already, some of them, you know, there may be significant problems with them.

So we will endeavour to summarize that, but yes, we are already looking at that.  Thanks.

MR. QUINN:  Mr. Warren, I think, had put down "competitive bid process."

Again, I led you through this because I understand some of the concerns that were in your evidence regarding RFP, but I want to walk through what those logistics look like for your consideration, to suggest that if it is iterative, that is understandable.  It may be iterative in a structured process or it may be iterative in a RFP, so I would like further consideration of that.

And if that is included in Mr. Warren's competitive bid process, then that is acceptable to me.

MR. GOULDEN:  And just to sort of manage your expectations, Mr. Quinn, again, that is subject to all of the evidence and discussion we have already had about the challenges we have with some of the options, but yes, we can do that.

MR. QUINN:  Okay.  Thank you very much.  Those are my questions.

MR. SOMMERVILLE:  So that part of the undertaking will be construed so as to include your formulation, Mr. Quinn, of the question about competitive bids or RFPs.

MR. QUINN:  I think that is efficient, sir.  Thank you.

MR. SOMMERVILLE:  Thank you.

Mr. Forster?

Cross-Examination by Mr. Forster

MR. FORSTER:  Thank you, Mr. Chair.  Good morning, panel.  Could I ask you to turn up I-7-7?  It's the response to Direct Energy Interrogatory No. 7.


Now, I had asked this question of the previous panel and I believe it was punted to this panel.  So I am hoping that it won't be punted to the next panel, because I believe it is a very simple question that can be answered with a very quick undertaking.

So the request is if I could actually get an undertaking for the companies to provide the technically recoverable reserves that are contained in the annual energy outlook for 2011 and 2012 in the EIA report.


MR. GOULDEN:  Mr. Forster, if we weren't clear, I'm sorry for that.  This is a gas supply question.  We have a gas supply witness on the next panel.  She can answer it; we can't.

MR. FORSTER:  Will she need to take an undertaking?


MR. GOULDEN:  You will have to ask her.  That is her area of expertise, not any of ours.


MR. FORSTER:  Sorry, I was just trying to expedite the process here.

All right.  Then if I can just ask the panel, then, about the double or triple taxation argument that we have heard a few times.


One of the questions I have for the panel is that currently there is no carbon tax or credit regime in existence in Ontario; is that correct?


MR. SCHNEIDER:  To the best of my knowledge, that is correct, sir.

MR. FORSTER:  Okay.  So then the companies don't have any evidence to point to that can say, in this regime that may or may not be applied in Ontario or come to be in Ontario, that a dollar increase in cost to customers as a result of the RNG program will equate to a dollar credit that will come back from a carbon credit program?


[Witness panel confers]


MR. SCHNEIDER:  Conceptually, we agree that any dollar there would come back to ratepayers, but we do not have any specific legislation or anything to point to at this point in time.


MR. FORSTER:  Sorry, conceptually, you agree that it wouldn't be a dollar?

MR. SCHNEIDER:  That it would.


MR. FORSTER:  Under what basis?


MR. SCHNEIDER:  Future legislation and the structure of our proposal.


MR. FORSTER:  So just to be clear, there is no legislation currently?  We don't know what is contained in that future legislation?

[Witness panel confers]


MR. CASS:  Pardon me, Mr. Chair.


MR. SOMMERVILLE:  Your microphone.

MR. CASS:  I guess I should swing that around, shouldn't I?  I'm sorry.


Legislation, of course, is a matter that can be addressed in argument.  I am not sure what Mr. Forster is referring to when he says there is no legislation, but as I will address in argument-in-chief later today, there is some legislative underpinning, in fact, for cap and trade in Ontario.

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


MR. SOMMERVILLE:  Thank you, Mr. Forster.


Mr. Millar?

Cross-Examination by Mr. Millar

MR. MILLAR:  I will just confirm with this panel, I assume if I have any questions about the impacts the proposals would have on the utilities' respective distribution revenue requirements, as opposed to QRAM impacts, that would be for panel 3.

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


MR. MILLAR:  Then I have no questions for this panel.

Questions by the Board


MS. CHAPLIN:  Thank you.  Dr. Abboud, in reading your report, it was my sense that although you didn't look at gasification particularly, it seemed to be identified -- or at least this was the conclusion I drew from your report, that that, it was sort of the preferred long-term source for biomethane for the gas system.

Was that a correct conclusion to draw?


DR. ABBOUD:  Actually, we did look at both, what we call the near-term, which is the AD-type of processes, and gasification as the long-term.

What we found is gasification -- I wouldn't call it the preferred, actually.  What we found, because our data shows, it provides a much larger potential volume of renewable natural gas than AD.


MS. CHAPLIN:  Okay.  So it has greater sort of long-term potential.

Now, my question for Enbridge and Union is, given that is where the greater long-term potential is, what are the benefits of subsidizing anaerobic digestion, digesters, at this point?  Why not move to gasification?


MR. GOULDEN:  I don't think I have answered this from the last panel, so I will try to give sort of an overview.

MS. CHAPLIN:  Thanks.

MR. GOULDEN:  Dr. Abboud identified short-term, long-term.  In his evidence, he identified, I believe, about six percent of the utility supply could potentially be served by anaerobic digestion, with another 12 percent by gasification.

So our view is with regards to the technology, some of the anaerobic digestion technology is actually complementary to where you need to get to with regards to gasification.

So there is a benefit in sort of getting to that middle stage, in order to get to the longer-term benefits.

MS. CHAPLIN:  Thank you.  With respect to the -- and this may be a question for panel 3.  I'm not entirely sure.  But with respect to the contracting process, you have described how there will be an assessment of the takeaway capacity and, presumably, the proponent will also do its due diligence and there may ultimately be a project that is contracted.

My understanding is that all the connection costs and the operating and maintenance costs, the intention is that those will be recovered from the producer; is that correct?


MR. SEAWARD:  Yes, that's correct.

MS. CHAPLIN:  Okay.  But they are not -- but are they recovered upfront, or they are recovered over the life of the contract?


MR. SEAWARD:  The cost to connect to the system is covered upfront, just as it is today with local producers.  So that is the full capital cost.


The O&M is a monthly charge that is appended to the bill, on a month-by-month basis, to cover the cost of service to that metering station.


MS. CHAPLIN:  So what I would like to understand is, in the event a contract is reached and the facilities are put in and the project is underway, and if something happens and it ceases to function - there is no gas being put in, they no longer pay their monthly charge - what risk is facing the utility in that instance and potentially the ratepayers?


[Witness panel confers]


MR. SEAWARD:  In terms of the capital costs, the way that we've structured this is so that the ratepayer is held harmless.  What we mean by that is that the full capital cost must be paid before we continue with the project.


So if a couple of years later the project fails, for whatever reason, those capital costs have already been paid.  There is also going to be some salvageable dollars from that, and while the O&M cost will no longer continue, it will be because there won't be any O&M costs attributable to that, because we won't have to look after that station any longer.


MS. CHAPLIN:  Thank you.  With respect to gas quality, can you - and either point to me in the evidence where it is or recap on a summary basis - how it is that the utilities will sort of enforce or test or ensure that the gas quality is meeting the requirements to be introduced into the system?


MR. SCHNEIDER:  The utilities will do periodic sampling, as well as all gas that goes into the system must meet the specifications that we've put forward for each of the utilities, and there will be online metering equipment, and that, that will determine that with respect to it meeting the standards required and a valve to turn off any gas that does not meet the specs, and it will go back to the producer to flare.


MS. CHAPLIN:  Have the utilities assessed whether or not they're exposed to sort of any incremental risk, given the nature of this supply versus conventional natural gas?


[Witness panel confers]


MR. GOULDEN:  Maybe I can help with that.  With regards to the assessment of the gas quality issues, we have identified that both utilities were part of a CGA task force that looked at gas quality issues.


So that was kind of the approach we've taken.  Our determination was, although there's some specific constituent pieces of -- the composition of RNG is different than naturally produced natural gas.  Those can all be -- those sort of constituents can all be separated out on a current technology available basis.


So we don't see any change in our risk profile.


MS. CHAPLIN:  Okay, thank you.  I know you are going to be addressing further this concept of an RFP in the undertaking response, and you may to some extent have already covered this question, but I do want to come back one more time to this notion that one of your concerns about that approach is that it would not -- it would be a disincentive for smaller producers.


I am interested how you reconcile the notion of, you know, you're trying to enable an industry, and is the best way to enable -- I guess my question is:  Is the best way to enable an industry by making initial projects available to even small producers?  Why is that a good way to enable an industry?  I guess that is my question.


[Witness panel confers]


MR. GOULDEN:  I won't try and replough sort of ground that's already been covered.  From our perspective, what we've tried to do is have a -- have an industry around RNG that represents sort of the broad spectrum of potential developments that are available.


What we haven't tried to do is, in fact, have an all-things-for-all-people, where every project, no matter how small, can be successful.


So when we went to the Electrigaz report and we talked about the size of the farms, there is lots of farms that unfortunately probably aren't big enough to sustain sort of what we think is the anaerobic digester model, but to the questions we've had sort of throughout this process, that was our judgment.


Can we sort of skinny this up and include less of the scope?  We can.  But, again, our philosophy was we wanted to reasonably include all components of what we see as being a developing industry, albeit some are, you know, more expensive, more -- more expensive both for the developers, and potentially the revenue stream would be at a higher per gJ rate.


MS. CHAPLIN:  Finally, and this is similar to a question I believe I asked of the first panel, but coming back to it again, is -- and I guess this might be particularly a question for your consultants, Mr. Camirand and Dr. Abboud, whether or not you did -- the utilities contemplated or did any sort of assessment of the probability that this type of program will enable an industry which will produce a supply source that will be able to compete with conventional natural gas, given some outlook about where prices in that natural gas market are likely to go?


[Witness panel confers]


DR. ABBOUD:  This wasn't in the scope of work that we were asked to do.  We just stick to the technical stuff.  So I can't comment on it.


MS. CHAPLIN:  Okay, thank you.


MR. CAMIRAND:  Same thing.  We were asked to derive costs and pricing, but not volumes, so, sorry.


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


MS. HARE:  I have just some follow-up on the discussions this morning, and maybe I will start with questions that the Vice Chair asked you about the gas quality.


And, Mr. Schneider, you said that there would be testing, and you talked about metering.  But metering doesn't test the quality of the gas.


So have you actually thought -- this is new.  So have you actually thought through how this would work, or is it to be determined?


[Witness panel confers]


MR. SCHNEIDER:  To be clear, there are really two types of testing that would occur.  The first one would occur on a periodic basis, a bottle-type sampling, where you can go to a lab and do everything that you need to do to determine that the supplies are suitable.


The next type of testing is that you would have online testing, so a gas chromatograph-type device, and that would be able to give you heat content and things like that to ensure that you are meeting all of the specifications that are there.


MS. HARE:  Do you do that now?


MR. SCHNEIDER:  We do some, I believe, at our main gate stations, but not at the individual level.


And as we've said, there are two other projects, or three, in Canada that we can think of, and we have seen what they do at Fortis BC.  They have an online gas chromatograph, and Mr. Seaward can speak about what they do at the facility in Hamilton.  And the other facility actually injects into a pipeline, and we are not aware of what they do exactly.


MR. SEAWARD:  I can just simply confirm what Mr. Schneider has said.  That is what is happening now in Hamilton.


Now, we are in the middle of -- it is slowly commissioning, but that is exactly the process.  So you have the inline testing on a continuous basis, and then you supplement that with bottle testing.


MS. HARE:  So the summary would be the technology is available, and it is in use and it is working; is that correct?


MR. SEAWARD:  Yes.  In summary, yes, you are correct.


MS. HARE:  I just wanted to ask a question about whatever pipeline facilities have to be built.


You spoke about the fact that the producer would pay for those.  So does that mean it would not be in rate base?


MR. SCHNEIDER:  That's correct.  We're looking for a 100 percent contribution in aid of construction to ensure that the only liability that our ratepayers have is for each gJ delivered to the system that meets specifications.


We designed this so that our ratepayers would only have the cost contained within the gas supply portfolio and that it would be to no benefit to our shareholders, because it does not add rate base that could be earned upon.


MS. HARE:  Thank you.


Mr. Rubenstein took you through learnings from the OPA, and one of the things that wasn't discussed was this concept of first-come, first-served.


Now, as you know, the OPA had some difficulty with that concept, but you are proposing that.


Did you speak to the OPA at all about that?  Like, in terms of learnings from that concept?


[Witness panel confers]


MR. SEAWARD:  No, we didn't talk specifically to the OPA about a first-come, first-served.


In that regard, I think the connection to the electrical system and the portfolio that they have across so many technologies and what we're talking about strictly with RNG is different, in that sense.


But again, just to be clear, no, we didn't talk about first-come, first-served.


MR. SCHNEIDER:  And just to supplement that a bit, electricity is different from gas.  And one of the things that we did see in the public eye was that, in the initial RFPs and that, they put in zones of connectivity, and that eventually migrated into an electrical connection test and things like that.


So there is that low-level parallel, but it is extremely specific to the type of project connecting, the network that is being connected, so the time-stamp concept of first-come, first-served, then evaluate the ability to connect it, is more in line with what we've proposed here than the broader RFP:  Here's where you can go, because it would -- as we have expressed earlier, it would be extremely difficult to pinpoint every spot on our distribution system where a project could connect.


MS. HARE:  But the similarity that I am thinking about is the fact that, depending on where people were in the queue, they were up at the top of the list and held capacity.  And others behind them then couldn't go forward, and yet those -- some of those, not -- generalizing, some of those weren't proceeding with the projects, and yet then others that had better projects couldn't go forward.


And that is my concern with the first-come, first-served.


[Witness panel confers]


MS. HARE:  But I think my question was:  Did you speak to the OPA about that?  And your answer was you didn't?


MR. SEAWARD:  That's correct.  That's the answer.


MS. HARE:  My last question is a follow-up on Mr. Aiken's question about the pricing mechanisms, where he asked you about the 10 projects in the US and did you look at them.


Your answer, Mr. Schneider, was that many of them were private, but you didn't say all of them.


So did you look at any of them that were available?  Did you try to look at the pricing mechanism of other projects?


[Witness panel confers]


MR. SCHNEIDER:  Sorry, I don't have a specific understanding of which ones were available with contract terms publicly.


We had realized that the US market has developed quite differently than that here in Ontario, and we decided to focus in on what was available or what could happen in the province, because we believed that the situations that created projects in the US were not readily available in Ontario at this time.


MS. HARE:  Thank you.


MR. SCHNEIDER:  You're welcome.


MS. HARE:  Those are my questions.


MR. SOMMERVILLE:  Thank you.  Very briefly, and I think primarily for you, Dr. Abboud, and it relates to questions about landfills and landfill design.


Is landfill design a component of the appropriateness of a particular landfill for biogas and then biomethane production?


DR. ABBOUD:  In the landfills that we looked at, the list we have in the table, I would say no.


But we do have, in my group, we actually -- there's a new type of landfill, and it is in the pilot scale and it is what is called a bioreactor landfill, where actually you build the landfill to collect biogas.


Hopefully, in Ontario they will build more.  I'm not aware of any large landfills that are, but there is in the literature in Alberta we do have a couple that are now being tested.


MR. SOMMERVILLE:  That is kind of what I was getting at, that there has been an evolution in landfill design --


DR. ABBOUD:  Yes.


MR. SOMMERVILLE:  -- which is focussing on the -- trying to derive some of these products and to manage the decomposition of the waste.


But that, as far as I know, there are no such landfills in Ontario; is that consistent with your understanding?


DR. ABBOUD:  To the best of my knowledge, there's no operating landfills.  There could be some university-run pilots.


MR. SOMMERVILLE:  And so the -- as we look down the road at this market that we are looking to enable, the existing landfill stock that we have in Ontario is a -- I don't know what the right word to use is.  Perhaps you could help me, the right word.  It is sort of an accidental product?


DR. ABBOUD:  Yes.  They didn't really mean to.  They would rather not have it, because it is a problem.


But it is the nature of the way the classic -- I would call -- landfills were built, where you want to seal them so there is no water going through.


So by sealing them, you make it anaerobic, so you produce methane.


MR. SOMMERVILLE:  In a past life, I learned way too much about landfills.


[Laughter]


MR. SOMMERVILLE:  Another aspect that is happening sort of from a societal point of view is a general reduction of waste going to landfill, and also, I guess, the advent of energy from waste incineration, which I think you have some of in Alberta and we have a couple of instances here in Ontario.


As you look down the road, do you see that as eroding -- pardon the expression -- eroding to some extent the stock of landfills that will be methane-producing?


DR. ABBOUD:  This is my personal opinion, from what I see.  In general, there is a desirability to recycle organics.  Now, organics or organic material or biomass within the waste stream is what produces methane.  If you don't have biomass in the waste stream, there is no methane.


MR. SOMMERVILLE:  Right.


DR. ABBOUD:  So there is a desirability to reduce the amount of waste that is going to landfills.


And I know in Alberta, this is something -- our government position is we want to reduce it by so much.


And Nova Scotia has banned, actually, the transfer of organics into landfills.


If that happens, what do you do with the organics?


And that is why we try to recycle them.


As I mentioned in my introductory remarks about the Waste Management Centre, part of what we try to do in Alberta is to -- part of this biomass can go into another product, say compost.


But then, as you observed, in Alberta, what happens to the other biomass that is commingled, that we can't use?  So we went into gasification, and to another energy from waste.  In our case, it is a biofuel from waste, rather than electricity.


And so this is a trend that is going to happen.  Would it replace all landfills?  Will we ban landfills?  I don't think it is any time in the near future.  I don't mean near future like in our report, five years.  I would say landfills will still be around.  We need some form of landfills.


MR. SOMMERVILLE:  Is pyrolysis a factor that you would -- that you see as having a role down the road?


DR. ABBOUD:  We have actually reviewed the type of facilities available for, say, what we call, in general, energy from waste.  It could be energy products or it could be energy as electricity.


Pyrolysis is a relatively new technology, in the sense it is not as adopted.  There's very few operating plants in pyrolysis, and, in particular, because it is a much higher temperature and you produce a liquid, rather than a gas, which are easily worked with.


So generally, there is some research being done on pyrolysis, but I think gasification facilities are much more common.  Actually, the most common is anaerobic digestion, followed by gasification, followed by pyrolysis.


MR. SOMMERVILLE:  Thank you.  I noted that in the feed stock -- if I can use that too elegant phrase to describe the feed stock for the anaerobic digester -- that a third, for both the large agricultural setting and for the co-op setting -- which are really the relevant settings for the farm-based exercise -- that a third of the waste comes from off-farm, in the form of grease trap material.


That's a waste material, I presume, that comes -- that is supplied by a supplier of some kind.  First of all, is that a necessary part of the bio-reaction?


[Witness panel confers]


DR. ABBOUD:  To the best of my knowledge, grease fats - in scientific, we will call the fat material - is not necessary, but it does have a high energetic value.  So it can be useful.


One has to be careful how much, from my knowledge of the anaerobic process.  My colleague, Eric, can comment on that, too.  You have to be careful how much you put in, because it could actually affect the process.


But it is something that will produce a large amount of biogas, because it has a lot of energy in it.


MR. SOMMERVILLE:  Would you like to add something, Mr. Camirand?


MR. CAMIRAND:  Generally it is used to boost the biogas production, but it is not necessary to have it.  The manure could digest by itself.


MR. SOMMERVILLE:  I mention it because it is very explicitly referenced in the materials.  Dr. Abboud's report explicitly mentions the introduction of it.


Do you know if there are any regulatory issues associated with the introduction -- the procurement or introduction of waste product from off of the farm into this process?


MR. CAMIRAND:  To my knowledge, the Nutrient Act limits the off-farm material to 25 percent of the -- what you have as manure on the farm.


MR. SOMMERVILLE:  When you refer to the Nutrient Act, is that an act of the province of Quebec?


MR. CAMIRAND:  No, that is an Ontario regulation.


MR. SOMMERVILLE:  Thank you.  And is that why we have a 25 percent figure in the schematics?


[Witness panel confers]


MR. CAMIRAND:  Yes.  In this scenario, we used this 25 percent in the material because of that regulation, and that is what is happening on Ontario farms right now.  There is manure and co-digestion with off-farm wastes.


MR. SOMMERVILLE:  Thank you.  Just one final question.  It is a note that we are looking at the kind of installation.  Now I am thinking of landfills, to some extent, as well as the large-farm operations.  These installations are typically zoned well outside a town, usually, as far as possible in some instances, so that the effects of the waste going in and the other implications are minimized to the people who live around them.


Insofar as you are intimately familiar with your system, have you done an analysis as to just how much pipe you think you are going to have to run to get some of these installations into your system, leaving aside the question that we just dealt, which has to do with the low volume problem?


But just in terms of trying to get the stuff to a pipe, these are often long runs.  Are they not going to be -- is that not going to be an issue?  Is that going to be a problem?


[Witness panel confers]


MR. GOULDEN:  You are absolutely right, Mr. Chair.  As we've tried to emphasize, the location of these plants -- or, rather, the costs of sort of connecting to these plants are very location specific.  So if you are a couple of concessions down, you may be very close to a gas distribution system as opposed to, you know, not so close.


So you are absolutely right.  It is a significant cost.


MR. SOMMERVILLE:  Thank you very much.  Sorry for those prosaic questions.  Are there any questions arising?  Mr. Smith?


MR. SMITH:  Just a few quick questions.


MR. SOMMERVILLE:  Thank you.

Re-Examination by Mr. Smith


MR. SMITH:  Good morning, panel.  First of all, could I ask you to turn up the report from the Fraser Institute that was put before you by Mr. Warren?


MR. GOULDEN:  I have that.


MR. SMITH:  Thank you.  And could you please turn to the overview, which is page 2?


MR. GOULDEN:  Yes.


MR. SMITH:  Thank you.  And if you could just read for me the first sentence of that second paragraph?


MR. GOULDEN:  Starting with "renewable"?


MR. SMITH:  Please.


MR. GOULDEN:

"Renewable energy supplies as alternatives to non-renewable fossil fuels for power generation have become an important element of energy policy in recent years largely because elected officials have been caught up in the climate-change debate."


MR. SMITH:  Thank you.  Could you turn over to page 4, and maybe I will ask Dr. Abboud to do the same thing with the first sentence of the second paragraph, which begins "although".


DR. ABBOUD:  Does it start with "although"?


MR. SMITH:  Yes.


DR. ABBOUD:

"Although replacing fossil-fueled electric generation with renewable energy sources may at first glance appear to constitute an efficient and appropriate means for reducing greenhouse-gas emissions that some believe contribute to global warming, there are numerous barriers and challenges to the widespread penetration and application of renewable energy."


Should I...


MR. SMITH:  That's enough.  Thank you.  So just to be clear, my question for you is not about anything to do with policy, but about science.


And my question is:  Do you think that there is any embedded statement in that sentence about the state of the science on climate change?


DR. ABBOUD:  The only one that I see is that this implication, that some believe -- that greenhouse gas emissions, that some believe contribute to global warming.  I guess what I read is that there is some doubt.


MR. SMITH:  So to the extent that that is an embedded statement about the state of the science on global warming, do you as a scientist agree with it?


DR. ABBOUD:  No, I don't.


MR. SMITH:  Thank you.  And the last thing I will ask the panel to look at is the first recommendation at the bottom of that page, which actually I can just read it out myself.


The first recommendation is to "abandon renewable energy portfolio targets", and then number 5 I would note is "remove uncertainty about limits on carbon emissions".


Actually, I don't really have a question on that.  I can just address it in argument.


[Laughter]


MR. SMITH:  Thank you very much.  Then the last thing I would like to do is turn up page 25 of the common evidence.


I am not sure why, but I note for the first time that the paragraphs under the heading "The Process For Capacity Allocation" are as follows -- there are five points there.


I would just like you to look at the fifth point, and my question with respect to the fifth point is:  Does that add anything to the issue of first-come-first-serve that was raised by the Panel?


[Witness panel confers]


MR. SEAWARD:  Yes, it clarifies.


MR. SMITH:  Do you care to elaborate at all?


MR. SOMMERVILLE:  Maybe I can help.  I think what you are driving at is that the sentence states, "when market capacity is limited", that qualifier?  That is perfectly open for argument, Mr. Smith.  I don't think you need to get the witnesses to say that.  It is in the evidence.


MR. SMITH:  Okay, thank you.  That is everything.


MR. SOMMERVILLE:  Thank you.  Mr. Cass?


MR. CASS:  No questions, sir.  Thank you.


MR. SOMMERVILLE:  Thank you.  The panel is excused.  Thank you very much for your evidence.  It was very helpful.


We will break now for 15 minutes.  We will come back.  We will adjourn at 12:25.  The Board has a commitment over the lunch break which we have to accommodate, so we will break at 12:25, and come back now at quarter to.  Thank you.


--- Recess taken at 10:29 a.m.

--- On resuming at 10:53 a.m.

MR. SOMMERVILLE:  Thank you.  Please be seated.

PANEL 3:  COST CONSEQUENCES PANEL


MR. SOMMERVILLE:  Mr. Cass, are you leading this panel?


MR. CASS:  I hope not to be doing any leading.

[Laughter]


MR. CASS:  In fact, I don't think there will be really any examination-in-chief.

Just before that, Mr. Chair, I wanted to confirm for the record that responses to Undertakings J2.1 and J2.2 have been handed around.

MR. SOMMERVILLE:  Yes.  The Panel has those.

MR. CASS:  Okay.  Thank you.

As I did say, no examination-in-chief is proposed for this panel.  The first panel took care of the adoption of the Union and Enbridge evidence.

It is just my intention to introduce the panel members to the Board, have them sworn or affirmed, and then let the questions proceed.

So sitting closest to the reporter is Greg Tetreault from Union Gas.  He is manager, rates and pricing, if I am not mistaken.

Next to him is Mary Evers, manager, gas supply from Union.

Then Don Small, manager, gas costs and budget from Enbridge.

And Jackie Collier, manager, rate design from Enbridge.

It is probably apparent to everyone in the room, but just in case it is not, the questions that have been talked about up till now in relation to gas supply would be in the area for Mr. Small and Ms. Evers.  And then the bill or rate impact questions would be more Mr. Tetreault and Ms. Collier, just in case there is anybody in the room who wouldn't already know that.

Thank you, Mr. Chair.

MR. SOMMERVILLE:  Thank you, Mr. Cass.

The witnesses will be sworn.  Thanks.


Jacklyn Elizabeth Collier, Sworn.


Donald Robert Small, Sworn.


Mary Helen Evers, Sworn.


Gregory William Tetreault, Sworn.


MR. SOMMERVILLE:  Thank you.  Mr. Thompson, are you starting off?


MR. THOMPSON:  No.


MR. SOMMERVILLE:  Oh, I beg your pardon.  Mr. Brett.

Cross-Examination by Mr. Brett


MR. BRETT:  Good morning, Mr. Chairman and Panel.

I have some questions first for Union and then -- first for Enbridge and then for Union, and a couple of the early questions -- this is on, isn't it?  Now you can hear me?


MR. SMALL:  Yes.

MR. BRETT:  Okay.  A couple of the early questions, really, are for both of you or either of you.

The first question is that -- if you turn up your evidence, you probably have it in front of you -- Exhibit C, tab 1, schedule 1, page 1 of 3, which is Union's specific evidence on this material.  And then Union's is Exhibit C, page 1 of 6.You both have your evidence in front of you?


MS. COLLIER:  Yes, we do.


MR. BRETT:  Now, if you look at the Enbridge evidence first, at page 1, the second and third paragraphs, what you have done here in calculating this impact of $18 per residential customer is you have used a gas price of -- as you call it, a blended price of $15 a gJ.  And as I understand it, to get that blended price, you have taken the prices for the first tranche for each of anaerobic digestion and landfill, and those first tranches -- and those prices are 17 and 13.  Those first tranches, just as a reminder are 150,000 gJs, I believe, for landfill and 50,000 gJs for AD.

And you have assumed in doing this calculation that the volumes are going -- the volumes from the two sources are equal or 50/50.  And with those assumptions, you have calculated -- you have got a price of -- first of all, you've got a price of $15, right?

MS. COLLIER:  Yes, that's correct.

MR. BRETT:  Sorry?

MS. COLLIER:  I didn't have my microphone on.  Yes, it is $15.

MR. BRETT:  Yes.  Thank you.  Then you multiply that through with the volumes as I have described them, and you get the amount, which you call the incremental cost increase in gas purchase, which is at Enbridge page 2 of that evidence, the line 8, right?  That is the 34 million?

MS. COLLIER:  There is one other step in there.  The $15 represents the cost of the RNG supply, and that is being substituted for delivered supply in the case of Enbridge Gas, so it is the difference between that cost differential.  And that shows up on line 3.  So it is that price differential times the volumes produced the $34 million.

MR. BRETT:  Okay.  Thank you.  That is helpful.


Now, if you had used, just so I understand the arithmetic of it -- I think I understand the arithmetic of it -- but if you had used a different RNG price, if you had used, for example, $10 instead of $15, as your -- I will call it your weighted average pricing, your calculation, then that would change the value of the differential and it would change the -- so it would change lines 3 and lines 8; correct?

MS. COLLIER:  Yes, that's correct.  It would lower it, in that example.

MR. BRETT:  We're oversimplifying, but to make my point, line 8 would go down from 34 million; it would go down by a third, in my example?

MS. COLLIER:  Yes, based on your example.  Mm-hmm.

MR. BRETT:  Right.  Okay.  And the average residential customer impact would go down in that example from 18 to $12; correct?

MS. COLLIER:  I haven't done the math if it is a one-for-one of a third of the bill, but, directionally, yes, it would decrease.

MR. BRETT:  There may be a slight difference there, but I am directionally, and 30,000 square feet, as my friend would say, that is about right?

MS. COLLIER:  That's correct.

MR. BRETT:  Now, in doing this exercise, there are a couple of assumptions you have built in here, as I see it.  Number one is you have assumed the full take-up of the volume in each year.  It is a calculation assuming that, in the year for which you do this set of numbers, the full annual volume has been taken up with SNG, right -- or RNG?

MS. COLLIER:  Yes.  What this table is trying to illustrate would be the total impact, both in terms of total additional gas cost -- so in this case, based on the information that we -- July 1st QRAM was $34 million.

Then in addition to that, the impact on the gas supply commodity charge.

So that assumes that we have hit the maximum volume cap of, in Enbridge's case, 87 million cubic metres.  So it is the maximum of that.

MR. BRETT:  Annual cap, essentially?

MS. COLLIER:  It could be an annual cap, if it happened all in one year, but it is up to five years, yes.  That's the maximum.

MR. BRETT:  That is the full impact of the Enbridge volume, the cap -- the volume that is capped in the program?

MS. COLLIER:  Correct.

MR. BRETT:  All right.  And it could come in one year or it could come in 10 years.  You are just illustrating it all in one year?

MS. COLLIER:  Right.  This is to explain this would be the maximum impact, based on the assumed prices.

MR. BRETT:  That's what I want to establish.  If the volume is less, the impact is going to be less?

MS. COLLIER:  Yes.

MR. BRETT:  In a given year?

MS. COLLIER:  Yes.

MR. SMALL:  Or to your example earlier, if the volume was even the same, but the -- we had gone into the second tier of a particular contract and the price payable would be lower, as well.


MR. BRETT:  Correct.  And then the other assumption that you made, I think, here is that -- and correct me if I'm wrong -- is that the $15 -- this is a year -- I don't know how you wish to put this, but this is the start-up -– well, let's put it another way.

You don't escalate the $15?  You keep -- the $15 is flat?  This is a calculation for -- what is this?  A hypothetical year, I guess, gas year?  Do you understand what I'm saying?

You use a number of $15.  Now, under the way this program works, over time that number is escalated, because there is -- you are paid a 0.3 of Ontario CPI over and above whatever base price you start with; right?  You may start with 15.  You may start with ten, whatever it happens to be.

But here you are using 15, period?

MS. COLLIER:  Yes, correct.  The 15 was to represent sort of a conservative estimate of both the high price and the lower price for purchases under renewable natural gas.  And you are correct, as well, that within the terms of contract that would be -- there is an escalation factor, but...

MR. BRETT:  I understand, and I take your characterization, that it is a conservative number, and I think that is fine.

Now, what I would like to ask is if you could do this.  If you could -- I don't think you can do this arithmetic in your head, but if you could give me the -- assuming you start off with a price of -- rather than $15, you start off with a price of $12.

And, first of all, I would then like to see -- I would like you then to take that $12, and I am not sure how you do that in the framework of this particular exercise, but I would like you to give me the resulting impact if you use $12 rather than $15, what the customer impact would be.  Then I would like you to, if you can, account for the escalation.

In other words, if this -- my AgriEnergy people are of the view that given the complexity of anaerobic digestion, not landfills at all -- landfills are separate, but the anaerobic digestion, and you have used the example of 50-50.  Your example presumes equal volumes from those two sources.

That may or may not turn out to be the case, but that is what you are using as an assumption.  My clients are of the view that anaerobic digestion is a little more complicated, and that operating costs are more -- it is more difficult to operate these things for a variety of reasons, and that, therefore, they would like to see an escalator for anaerobic digestion of, as I think you probably can tell from my earlier comments, 0.5 of Ontario CPI, rather than 0.3 of CPI.

Now, I understand your program says 0.3 of Ontario CPI, and what I would like you to do, if you could, is show me the impact of a starting price of $12 with an escalator of 0.5 of CPI, what the impact of that would be on the -- what the result of that would be on the annual impact, on a residential customer.  In other words, rather than $18, what would it turn out to be?  Can you do that?  Could I ask you to do that as an undertaking?

MS. COLLIER:  Yes, we could provide that example to you.

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

MR. TETREAULT:  Mr. Brett, if I could just clarify an assumption.  I assume you want two things, I guess.  I assume you want Union to provide the same undertaking?

MR. BRETT:  Yes, please.

MR. TETREAULT:  And, secondly, I assume you want the volume to remain fixed?

MR. BRETT:  Yes.  The volume, as I understand it, is

-- the volume -- yeah, I am assuming the volume doesn't go up in the case the price goes down.

I think we had that discussion a couple of days ago.  The volume, it can go down, but it can't go up.

MR. TETREAULT:  That's fair.  I wanted to make sure we were understanding your assumptions.

MR. MILLAR:  That's J4.2.
UNDERTAKING NO. J4.2:  TO PROVIDE ANNUAL IMPACT ON A RESIDENTIAL CUSTOMER OF A STARTING PRICE OF $12 WITH AN ESCALATOR OF 0.5 OF CPI.


MR. BRETT:  Now, now then -- yes.  Could you turn to the Union -- I would like you to turn up the Union evidence here.  I have a couple of questions on the Union evidence.  It is kind of an informational nature here, but in the case of Union you have at page 5 of 6 -- if I could just turn you over to page 5 of 6, there is just a slight clarification here.

You say at page 6 -- I want to discuss briefly this monthly fixed charge for producers that you have here.  Now, you are saying in line 5 that you are going to get a grant in aid to cover the cost of the direct connection costs, and we discussed this at some length.

But is it 100 percent grant in aid?  You have no -- you are totally held harmless there for the capital costs to the connection?

MR. TETREAULT:  That's my understanding.

MR. BRETT:  Okay.  Then if you go down to line 11 -- line 10, sorry, you say:
"Operating and maintenance cost, as well as capital-related costs associated with this pipe in this station, will be collected by Union through a connection charge."

Then you go on to explain how this charge is formulated.  It is a fixed station charge that you have sort of transposed from your M13 rate class.

But my question to you is:  Is there any -- when you say capital-related costs, is there any double counting in there?  How do you distinguish those -- it looks like you are recovering some capital costs in your fixed charge, but you have already said you are recovering 100 percent of the capital costs in your aid to construct.

MR. TETREAULT:  I think, Mr. Brett, in that particular case, I think we were speaking fairly generically in terms of what the M13 monthly customer charge recovers.

I think the costs associated with RNG producers would be largely, if not entirely, O&M related.

MR. BRETT:  Okay.  So what you are saying is that under the fixed station charge under M13, there may be some elements of capital in that 656?

MR. TETREAULT:  Correct.

MR. BRETT:  Those then should be hived out, I guess, should they?

MR. TETREAULT:  That is not our proposal at the moment.  Our view is that the M13 monthly charge per station is the best representation, if you will, of the costs that would be incurred with regard to connecting RNG producers.

MR. BRETT:  Okay.  But let me just pursue that for a second.

The capital component of the 656, as it is shown in your M13 rate schedule, what does that address?  I don't have the M13 rate schedule right in front of me, but what does it take into account?

MR. TETREAULT:  It is related to return, taxes and depreciation associated with meters and regulators, land and any mains that may be associated with an M13 producer.

MR. BRETT:  Now, is this station -- this connection facility is going to be in rate base?  It's not, is it?

MR. TETREAULT:  No, it would not be, with regard to RNG production, as a result of the aid to construct.

MR. BRETT:  So, in fact, you're saying in connection with -- you're saying the station charge for domestically produced -- other domestically produced conventional natural gas is actually in the rate base; hence, the recovery formula?

MR. TETREAULT:  That's correct.

MR. BRETT:  But in this case, it is not in your rate base, so why would you seek to have those elements in there?

[Witness panel confers]

MR. TETREAULT:  Really, what we needed to do, Mr. Brett, was we wanted to use the M13 monthly customer charge as a representation of the costs that we would expect to incur as a result of the RNG production connecting to the system.

So we had to make a decision in terms of what type of charge we would use, and in making that decision we determined that the M13 was the charge that was most applicable to RNG connection.

MR. BRETT:  All right.  Let me go on.  Just on the M13 -- and I am not the expert on M13.  I think there are other people in the room know more than I.

But as I understand it, under your M13 rate schedule, do you actually -- now, this is for domestically produced natural gas in Ontario.  Do you actually pay the commodity -- did you collect -- let me put this another way.

You charged for the commodity end of that rate?  That is not a pure transportation rate?  How does that work exactly?

MR. TETREAULT:  There are essentially two types of Ontario production, from Union's standpoint.

You have the one type, which is what I would call local production, which is where Union buys the gas directly from the producer --

MR. BRETT:  Right.

MR. TETREAULT:  -- at the meter.  The other is M13 production, if you will, where the producer markets that gas themselves.  So the M13 producer has contracted to transport that gas to Dawn on Union's system, and then market it as they see fit.

MR. BRETT:  So in the latter case, it is a pure transportation rate?

MR. TETREAULT:  There is a commodity charge associated with the transport to Dawn, as well as a UFG charge.


MR. BRETT:  Okay.  Is this a full commodity charge, or a...

MR. TETREAULT:  I'm not sure.

MR. BRETT:  Let me just make -- maybe I am misconceiving this, but in the latter case, you are saying the domestic producer sells the gas themselves, so he finds a market, does a direct purchase deal, in effect, with somebody, some buyer, end-user or whoever it is?

MR. TETREAULT:  That producer would be marketing the gas in some capacity at Dawn, yes.

MR. BRETT:  Right.  And that sort of -- so there is a commodity transaction takes place, and then you are taking that gas and moving it over to Dawn; is that -- or you are actually moving it to the end use, I guess?

MR. TETREAULT:  The gas will be consumed in the local market.  I believe there was some discussion earlier about that with the second panel.

But the service the M13 producer has contracted for and are paying for is a transport service to Dawn, to then allow them to market their production.

MR. BRETT:  Okay.  So just going back to my question, in contracting, that contract, then, is -- you say it is -- it is a transportation contract, but it has a commodity charge in it.

What is the commodity charge?  Is that just terminology?  Is that covering off a pipeline stranded cost charge, or something like that?  Or is that really a commodity charge?

MR. TETREAULT:  It is truly a commodity charge.  There are two, as I mentioned.  One is the rate associated with transporting the gas to Dawn.  Then there is also a UFG charge.


MR. BRETT:  Right.  But on top of that, there is a commodity charge?  There's three charges; is that it?  Or...

MR. TETREAULT:  I'm not sure.

MR. BRETT:  There is a transportation charge?

MR. TETREAULT:  That's correct.

MR. BRETT:  To get it to Dawn.  There is a UFG charge, but there is a commodity charge, as well?


[Witness panel confers]


MR. TETREAULT:  Mr. Brett, where we -- we are not buying the molecule from M13 producers, I think is perhaps where we're missing one another.

They are transporting that gas to Dawn under the M13 rate schedule and marketing it, using their own capacities to do so.

MR. BRETT:  Okay.  Thank you.  What about the first case, the first alternative?


MR. TETREAULT:  In the first case, where we were discussing what I would characterize as local production, that is where Union is buying the molecule for sales service customers at the meter.


MR. BRETT:  Okay.  And there, what is that rate called?  Is that a...

MS. EVERS:  Ontario local producers within Union's franchise area contract under our gas purchase agreement for Ontario production, which we filed at 2.2.

MR. BRETT:  All right.

MS. EVERS:  And Union --


MR. BRETT:  I see.  You are buying at the meter, so that it is just a -- you bought it.  It is your gas.  You transport it however you like.

Is that it?

MS. EVERS:  We buy that gas as part of our system portfolio.

MR. BRETT:  Just like you buy delivered gas at Dawn or something like that?


MS. EVERS:  That's correct.

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


MR. SOMMERVILLE:  Thank you, Mr. Brett.  Mr. Thompson?

Cross-Examination by Mr. Thompson

MR. THOMPSON:  Thank you, Mr. Chairman.

Panel, most of my questions will be with respect to the prevailing gas supply procurement practices; this was deferred to you by panel 1.  I have a few other questions at the end dealing with your Exhibit C evidence, but most, as I say, will deal with the procurement practices.

So let me get right to those questions.

We had asked a question about your contracting and its outcome at Exhibit I-6-6, where we asked for a list of all of the current gas supply contracts and details with respect to each of those contracts.

And the answer was:

"Due to the competitive nature of the information requested, neither Union nor Enbridge will be providing the detail requested."

I don't know that I need all the detail, but am I not -- am I correct that, in your cost of service proceedings, considerable detail on these contracts is provided to the Board?

[Witness panel confers]


MR. SMALL:  Typically, we would file all of the parameters around the transportation contracts, identify what we have on TransCanada, Alliance, Vector, those kinds of things, but not to do with gas supply commodity contracts.

MR. THOMPSON:  Okay.  But if parties wished -- my recollection is it can be -- the contracts can actually be produced on a confidential basis, and have been in the past.


MR. SMALL:  You know, subject to check, that is possible.


Just to add, unlike the transportation contracts, where the toll is payable for that service, and in the case of TransCanada, for example, are published tolls by the NEB, what you are going to have for your gas supply contracts are those -- those contracts would be underpinned by a forward indicee.

So filing in advance, you are not necessarily going to have the ultimate price that we're going to pay for that gas supply contract.

MR. THOMPSON:  Okay.  Fine.  Let me move on.

In terms of the current gas procurement practices, are we correct, first of all, that each utility acquires a portfolio of supplies?


MR. SMALL:  Yes.

MR. THOMPSON:  Union?


MS. EVERS:  That's correct.

MR. THOMPSON:  Are we correct that you acquire the mix of supplies from different suppliers?


MS. EVERS:  That's correct.

MR. SMALL:  Yes.

MR. THOMPSON:  And under a range of terms, under the auspices of contracts having a range of terms?  And here I am thinking of spot, short-term and longer-term.

MR. SMALL:  We -- speaking for Enbridge with respect to our gas supply contracting, we will contract on a daily spot basis or monthly RFPs and shorter-term supplies.

We don't have any long-term supplies, long-term being anything greater than a year.

MR. THOMPSON:  Okay.  So everything is less than one year under the Enbridge portfolio?


MR. SMALL:  We do have some contracts that are for a year, like November 1 to October 31st.

MR. THOMPSON:  Okay.  Union?


MS. EVERS:  Union's portfolio would be similar, in that we have annual contracts for the gas year, seasonal contracts, and then month-to-month contracts.

All contracts are entered into under our RFP proposal with the exception of Ontario production, where we buy all production that local producers provide to us into our distribution system.


MR. THOMPSON:  Okay.  I will come to Ontario production in a moment.

But in terms of the RFP process, is Enbridge the same?


MR. SMALL:  Yes, we are.

MR. THOMPSON:  Why do you use an RFP process?


MR. SMALL:  Why do we use an RFP process?


MR. THOMPSON:  Right.

MR. SMALL:  The purpose of the RFP process is when you're going to out to get your gas supplies for a month, for example, is you are going to want to ensure that you are getting supplies from a number of different suppliers.  And you would probably be looking at a block that you are going to have to buy, and you wouldn't necessarily want to go to a particular supplier.

So you would want to be able to have a number of suppliers that would provide you with that daily volume, totalling to what your requirement is.


MR. THOMPSON:  Do you rely on any RFP process to establish the competitiveness of the outcome?


MR. SMALL:  I guess the one thing I was just thinking of is that to rely on the RFP process for a competitive on your gas supply contracts, I don't think that is necessarily true.

You're going to get your responses in your RFP, and then you are going to make a decision on which supplies you are going to pick from.


I maybe could give an example of competitiveness.  It might be a little bit more related to -- when we go out for a RFP for storage service, for example, you will get a number of bids back, and they may have all sort of varying types of service, and that would be more of where you would be looking to a true competitiveness.


MR. THOMPSON:  All right.  Well, perhaps I should have put the question this way.

Do you rely on the RFP process to establish that the outcome of your actions was prudent?

MS. EVERS:  I would suggest, under Union's process -- and it is filed in our objectives and our procurement policy under 2.2, where we indicate that there is various objectives, and we are ensuring we provide reasonable value through a diversified portfolio, maximizing -- or minimizing the exposure to credit risk and fairness to all customers and all counterparties in gas supply transactions.


MR. THOMPSON:  Okay.  Enbridge have similar objectives?


MR. SMALL:  Yes, we do.  And just maybe just to add one other element of it, too, what you're going to do is when you -- in an example where we're going to go out for an RFP to buy gas for a month, for example, to, say, fill our TransCanada pipe, we will get a number of bids back from us -- from various suppliers.


Some may offer a monthly price.  Some may offer a daily price.  Our procurement policy allows us to select a combination of monthly price and daily price.  It allows an opportunity for, if prices were to decline -- daily prices were to decline over the month, you can take advantage of those lower prices, as well.


So we like to have a bit of a mix of types of pricing, with rows to those supply contracts on a monthly basis.


MR. THOMPSON:  Okay.  Can you confirm that under the current procurement practice, you don't seek prior Board approval for contract pricing or contract terms or anything of that nature?


MS. EVERS:  That's correct.


MR. SMALL:  The only thing I would add is that the procurement policy does get filed.


MR. THOMPSON:  Okay, fine.  Now, we have heard from other panels -- another prior panel that the companies are not relying on or not proposing to apply the Board's contract pre-approval policy.


Did you hear that discussion or read it the other day?


MS. EVERS:  Mr. Goulden addressed that to some extent on Thursday morning, but maybe we can just clarify and reiterate a couple of points.


We didn't apply under the Board's long-term contracting guidelines for two reasons.  The first is that the guidelines suggest that we would apply under those guidelines to develop new infrastructure.  We believed that contemplated upstream infrastructure, not within Union's franchise system.


The second reason was that, in addition to the long-term supply component of the RNG proposal, there are other components of this program that we're asking the Board approval for that would fall outside of those guidelines, in our submission.


MR. THOMPSON:  Okay.  But another thing Mr. Goulden said was that you're not really seeking approval of any specific contracts.  What you're seeking approval for is a program that will authorize you to enter into -- we don't know how many contracts; right?


MS. EVERS:  We would agree with that, with the exception that there are parameters within the RNG program that limit how much volume and the prices around that volume that we would enter into.


MR. THOMPSON:  Okay.  But would you agree with me that you do have or you may have the option, under that policy, of doing -- as Ms. Chaplin suggested, having a specific contract with each type of RNG producer, bringing that forward to the Board for contract-specific approval.  Do you agree the option is there?  And we know you haven't -- you haven't proceeded in that fashion, but the option is there?


MS. EVERS:  We are not contemplating that we would ask the Board for approval of each individual contract, but, rather, the program and the parameters around that program.


MR. THOMPSON:  Okay, thanks.  Now, we know that this RNG is Ontario RNG.  It's Ontario production; correct?


MS. EVERS:  That's correct.


MR. THOMPSON:  Okay.  I wanted to just understand the contracting practices with respect to Ontario production.  So if you would -- to do this, I think what you need to have in front of you are two exhibits, first of all, the response to LPMA Interrogatory IU-11-29.  That is blue sheets.


And the second is the contracts, the draft contracts, that you provided in response to AgriEnergy interrogatory 2, which is I-2-2.


What the LPMA interrogatory indicates is that the cost for Ontario production is higher than the WACOG of your other supplies.  It's $5.386 per gJ, in Union's case, compared to a number slightly less than $4.00, I think, for -- well, Union's prices differ in the southern zone than in the northern zone.


But the Ontario production price is higher, is the first point I wanted to make; is that fair?  Have I got that straight?


MS. EVERS:  Mr. Thompson, are you referring to 11-29 where we talk about the Ontario landed reference price of 5.386?


MR. THOMPSON:  Yes.


MS. EVERS:  That refers to our Ontario landed reference price that we file in QRAM, not the Ontario production price.


MR. THOMPSON:  Okay.  So I've got this wrong.  Is the Ontario production price higher or lower than the WACOG of the other supplies?


MS. EVERS:  Ontario production prices paid to local producers from Union are based on the Niagara index, which has been in place since probably mid '90s and has been approved by the Board since that time.


MR. THOMPSON:  Okay.  But is it higher or lower than WACOG, or can it be either?


MS. EVERS:  Right now it is lower than WACOG.


MR. THOMPSON:  All right.  Materially lower, or about -- give me some order of magnitude.


MS. EVERS:  If you will just bear with me, I am just trying to find the interrogatory where we reference that.


MR. THOMPSON:  Okay.  I don't want to delay this.  If you can give me an estimate, and subject to check, that would be fine.


MS. EVERS:  Absent the interrogatory, I believe it is three-sixty-four.


MR. THOMPSON:  I'm sorry, I missed that.


MS. EVERS:  $3.64 a gJ.


MR. THOMPSON:  Is the Ontario price?


MS. EVERS:  Is the Ontario producer price that we're paying, Niagara index, yes.


MR. THOMPSON:  And the WACOG is 3.90?


MS. EVERS:  The WACOG Ontario landed reference price referenced in 11-29 is 5.386.


MR. THOMPSON:  All right.  So it is at a considerable discount, I think is what I am taking from the discussion?


[Witness panel confers]


MS. EVERS:  I would need to confirm that we're looking at the same time frames, Mr. Thompson.


MR. THOMPSON:  Maybe we can do this by undertaking.  Mr. Small, do you have anything to add to this debate or discussion from the Enbridge perspective?


MR. SMALL:  Well, I was just looking back to a copy of our July QRAM, July '11 QRAM, and just looking at what we paid for our Ontario production, recognizing that it is a very small amount that we're buying in relationship to our total portfolio.  In the case of the Niagara production, that was slightly -- sorry, Ontario production, slightly higher than what our reference price was for July 1.


MR. THOMPSON:  Okay.  But in Union, it is -- am I right, Ms. Evers, that it is considerably lower?  Is that what you are telling me?


MS. EVERS:  The interrogatory I was looking for was interrogatory 15-13, a VECC response.  In part (d), based on our January 1st QRAM, we have a forecast average price for local production of $3.64, which is comparable to the 5.386 that we talked about earlier.  So it is lower.


MR. THOMPSON:  All right, fine.  Let me move on.  In terms of the contracts, then, at Exhibit I-2-1, if you could just confirm for me what we have there are four contracts.  One is a draft contract, renewable natural gas biomethane purchase contract between Enbridge and a proposed purchaser, followed by the Ontario production gas purchase agreement that Enbridge proposes, followed by Union's draft RNG purchase agreement, and then followed by Union's Ontario producer agreement; is that correct?


MS. EVERS:  That's correct.

MR. THOMPSON:  All right.  And in terms of the Ontario production, am I correct that both Union and Enbridge will buy all Ontario production?  In other words, the Ontario producers get access to your system, all of them?


MS. EVERS:  Very similar to what's been discussed by previous panels, to the extent that we have the distribution capacity available, we would purchase all volumes from local production, to the extent that they're on our system.  Yes.

MR. THOMPSON:  And Enbridge?


MR. SMALL:  Yes.  To the extent that there is Ontario production available and all of the conditions about quality and things like that were met, then we would take what they were able to produce, and it would be -- the pipeline would hook right up from that production facility to the distribution system, similar to what you are doing with RNG.

MR. THOMPSON:  Thanks.  Now, in terms of the term of the -- well, let me ask the first question.

Ontario producers can –- well, can Ontario producers take their contracts with you folks and go to the bank and get financing?

Mr. Goulden was telling me you need a 20-year contract to enable the producer to go to the bank and get money.  And I am asking you:  Can Ontario producers take their contracts and go to the bank and get money?

I assume they can.


MS. EVERS:  I wouldn't be able to speak for the local producers.


MR. THOMPSON:  Do you want to venture out on that plank, Mr. Small?


[Laughter]


MR. SMALL:  No.


[Laughter]


MR. THOMPSON:  Okay.  Well, the reason I ask is because the term of the Ontario producer agreements -- if you go to the Union one, for example, which is attachment 4 of this interrogatory at page 5, it says:
"The agreement shall be effective as of the date set out in the first page and shall remain in full force and effect until terminated at any time by either party on 60 days' written notice to the other."

So these are not -- these are evergreen contracts, right?

MS. EVERS:  From Union's perspective, that's correct.

MR. THOMPSON:  And in Enbridge's case, there is a similar clause in the term provision, although Enbridge -- well, Enbridge's clause is at page 6 of attachment 2 in article 5.

And it reads:
"The agreement shall be effective as of the date set out in the first page and shall remain in force and effect provided that the agreement will be automatically renewed on a month-to-month basis after a date that is set out in schedule A, unless terminated by either party on 60 days' written notice."

So it looks to me like Enbridge has a fixed term, and then it is evergreen thereafter.

Is that the way it works, Mr. Small?

MR. SMALL:  Effectively, yes.

MR. THOMPSON:  Okay.  RNG producers would be Ontario producers, would they not?


They could qualify for this type of agreement, the Ontario production agreement, in the same way that other producers do?

MR. SMALL:  The only thing I would want to look a little bit closer at is, my understanding is that these will be 20-year contracts.

I'm not sure if it's been contemplated at this point in time whether or not there would be any kind of evergreening of those contracts beyond that term.


MR. THOMPSON:  No, no, I appreciate that.  I'm not suggesting we put these clauses in the RNG contract.


I'm saying if an RNG producer came to you today and said:  I want you to buy my production, that producer would be subject to these existing Ontario production gas purchase agreements; that is the existing regime?


[Witness panel confers]


MS. EVERS:  We believe that the RNG contract has a lot of components in it that are unique to RNG producers, that aren't contemplated in the Ontario production contract as it stands today.


MR. THOMPSON:  Well, that's fine.  I'm really trying to nail down what is in the existing regime.

And let me just wrap this up by referring you to -- it's in the Enbridge attachment 2, and there is a clause to the similar effect in the Union contract -- it is article 3.03 -- which says this:

"With respect to the buyer's cost of gas allowed by the OEB, in the event the OEB disallows from buyer's cost of gas all or any part of the price, the buyer shall be obligated to pay only such price as allowed in the buyer's cost of gas by the OEB."

In other words, the current agreement with Ontario producers, in effect, will track whatever the OEB allows the utilities to recover for this supply in their rates; is that fair, Mr. Small?

MR. SMALL:  That's correct.

MR. THOMPSON:  And Union, I believe it is the same; is that fair, Ms. Evers?


MS. EVERS:  I would agree.

MR. THOMPSON:  Okay.  And so I suggest to you that any RNG producer today -- this really goes to a point that Mr. Quinn was raising earlier this morning -- any RNG producer, potential RNG producer, today could come to the utilities and say:  I want you to buy my supply.

And he was exploring the arrangements that you have with the -- that Union has with Hamilton.  And I suggest to you that in your Exhibit C, you make reference to the municipal support that you have for your effort here to enable RNG to be acquired by utilities.

But I suggest to you every municipality that has waste management responsibility knows that if it produces some RNG, it can go to both utilities and ask those utilities to acquire it as Ontario production; is that fair?  Would you agree with that?

[Witness panel confers]


MS. EVERS:  It is our experience so far that no RNG producer has come forward, asking us to accept their gas under local production.

And I think it goes to the heart of what Mr. Goulden in the overview panel talked about, is that there isn't an industry today for RNG to produce natural gas, and that's why we're here.


MR. THOMPSON:  Well, I ask:  They can come to you?  Whether they have or not is another question.

But this goes to what will appeal to these people that have this responsibility to dispose of waste.


And I suggest to you they know that they can monetize this supply to the extent -- at least to the extent of Ontario production prices.  They can figure out what it's going to cost them to produce the supply, and I suggest to you that if, by monetizing the supply under Ontario production rules, the net present value of that over the long term exceeds their costs of producing it by a penny, they're better off.

Would you agree with that hypothetical?


[Witness panel confers]

MR. SMALL:  Sorry, Mr. Thompson.  I guess the part I was kind of struggling with is, like, with Ontario production today, it's -- certainly there is obligations on behalf of that customer that they have to do to ensure that any impurities are taken out.  But it is nowhere near as onerous.  I would understand -- the way I understand it, they have to have, like, dehydrators and things like that before the gas will be injected into our distribution system.

Once that's done, because it is a conventional type of natural gas, then you've got a price that you can apply to that gas.  So you've got various indices that you can use.

The part I am kind of struggling with is, for a municipality to come forward to us and say they've got this RNG supply and they want to sell it to us and they can figure out, I guess the difficulty I've got is, the way I understand it, the way the technology works and the costs of the technology, what would we have as, say, okay, Here's what a proper index would be for us to buy that supply.

And I think that is what we're trying to do as part of this program, is to establish what those pricing parameters would be to begin to develop the marketplace in this area.

MR. THOMPSON:  You are missing my point.  You have pricing provisions in the Ontario production contracts; right?  We know it is the Niagara index or something that applies; fair?

MR. SMALL:  That's fair.

MR. THOMPSON:  Okay.  So what I'm saying to you is a municipality can look at that and can figure out what that is.  The municipality can figure out what its costs will be to produce RNG that meets your quality requirements.  It can look at how close they are to the distribution system to see what they have to pay there.

All I'm suggesting to you is, when they go through that exercise and they look at what is available under the Niagara index price, if that turns out to be one cent more than the net present -- on a capitalized basis, net present value basis, than their costs, they're going to do that because they're better off than they would be by not doing it.

In other words, municipalities don't need 11 percent return to find this attractive.  What they need is revenues that cover their incremental costs.

MR. SMALL:  And the difficulty I have with that is the way I understand how this program or how the RNG would work is the technology that's required to get those biomethanes to a level that we can use them, and the costs that they would have to pay for the equipment to do that filtering, conversion or whatever it is, when they add that cost in, if I then turn around and only pay them the price for Niagara, nobody would do it the way the current pricing is today.

MR. THOMPSON:  You don't know that.  That's what your panel is telling us on the basis of a bunch of hypotheticals.

But more to the point, as to Mr. Quinn's question, about the Hamilton business case, this is a municipality that actually decides to do something on the basis of the existing situation, and that would be very informative, I think, to the Board and everybody else.

I'm saying to you -- suggesting to you that we may not need 11 percent to prompt municipalities to get into this game.  It could be something far less.  So that is the point of my questioning, and I take it you don't agree with that?

MR. SMALL:  I wouldn't want to comment whether or not they would need 11 percent or not.

MR. THOMPSON:  All right, let me move on.

Coming back to the competitive gas procurement regime that exists today, I have been around a long time, as you know, and the evolution of this competitive regime stems from, I suggest, events that occurred some 25 to 30 years ago when gas purchasers were able to avoid the long-term fixed price commitments that TransCanada had made to gas producers to meet the needs of distribution markets.

Do you agree with that?

MR. SMALL:  I take it you are referring to the Halloween agreement from October of '85?

MR. THOMPSON:  Right.

MR. SMALL:  I have been around a long time, too.

MR. THOMPSON:  Well, it actually started in '82, but I don't want to take you back --

MR. SOMMERVILLE:  That would be bragging.

[Laughter]

MR. THOMPSON:  Anyway, in the gas, the market for procuring gas has been, I suggest, pretty competitive for many, many years.

MR. SMALL:  I would have to agree with you.  I think certainly we've seen, over the last few years, that Dawn has become a widely traded hub for gas supplies.

There's also the anticipation with the amount of gas that's going to become available through Marcellus, the shale supplies, and it seems like every year there seems to be new possibilities coming up.

So I don't disagree there is a competitive nature, although from EGD's perspective, though, we have to be a little bit concerned of where those supplies are, because they're not necessarily directly within our franchise area.

But I think we're talking about a relatively new market that we're trying to develop, and I think the evidence that we had with respect to -- we talked about the possibilities that once this market gets started and begins to develop, then as it matures, then the possibility exists that in the future it will be very competitive with conventional natural gas.

MR. THOMPSON:  The point I wanted to make was this, is that the market is as competitive as it is today because gas buyers were able to avoid long-term contracts at fixed prices that were in excess of what the gas sellers were prepared to sell to producers.  And your proposal is a giant step backwards.

You want this Board to impose long-term contracts at fixed prices above market prices on a certain -- for a certain segment of your purchases, you want that to be imposed on ratepayers.  I suggest it is entirely incompatible with the way competitive pricing has evolved in gas.  Do you agree?

[Witness panel confers]

MS. EVERS:  Certainly purchasing natural gas in the natural gas market has evolved into a very competitive environment, but what we're asking the Board is to approve a program that has other benefits that we are -- we have promoted through the last four days.

MR. THOMPSON:  Okay.  Well, your program has an anti-competitive effect, which we discussed, and our position is, while the government can displace competition, we don't think the Board can.

And on that point, we raised section 29 of the OEB Act yesterday, which we -- which I see as an insurmountable burden on your proposal.

Do the companies have an explanation as to why section 29 is not an insurmountable barrier to this application?

[Witness panel confers]

MR. TETREAULT:  Mr. Thompson, I'm not sure any of us have necessarily the backgrounds to get into the legalities of section 29 of the OEB Act.

MR. THOMPSON:  Okay, fine.  We will leave it there.  Another point about competitive prices in the marketplace being of the highest priority.

Can you folks confirm that Union, Enbridge and Gaz Métro contend in TransCanada's toll case that TransCanada should forego any return on its northern line so as to maintain landed costs of western Canadian Sedimentary Basin gas in eastern markets at levels that are competitive with other sources of supply?  Is that the position of Union and Enbridge in that case?


[Witness panel confers]

MS. EVERS:  Unfortunately, we are not in a position to talk to that.  We are not familiar with all of the details around Union's position within the TCPL case.


MR. THOMPSON:  Okay.  Fine.  Thank you.

Let me, then, move on to my remaining few questions about the utility-specific C exhibits, and I will just get my book here.

I will just start with the Union Exhibit C.

At page 1, you make reference to the $18 per year limit that's been discussed with panel 1.  This is the bill impact.

Can you confirm -- and I have taken this from the Terasen decision, which is Exhibit I-15-8, page 49 -- that the annual bill impact of the Terasen proposal on ratepayers was 38 cents a year?

Is that something in your jurisdiction?  Or is that something --


MS. EVERS:  Can you repeat the reference, Mr. Thompson?

MR. THOMPSON:  Yes.  It is Exhibit I, tab 15, Exhibit 8, page 49, where the BC decision refers to the annual bill impact on Terasen ratepayers of 38 cents a year.


Did you folks have anything to do with selecting the $18?  Or is that previous panels?


MS. COLLIER:  It is the previous panels.

MR. THOMPSON:  Okay.  Then let me move on.


Now, just a point of clarification on something Mr. Brett was talking to you about.  This is the cost that RNG producers are going to have to incur to hook up to your system.

And there was some discussion between Mr. Sommerville and the last witness panel about long lines to connect some of these biomethane sources to the distribution system.

Do I understand that that entire long line is to be paid for by the biomethane producer?


MR. SMALL:  That's my understanding.


MR. THOMPSON:  Okay.  So that could be a barrier, in and of itself.

Now, in terms of what Union is planning to charge the biomethane producer, it talks about the monthly fixed charge identified in M13 of 656.48.

So that is, roughly, slightly less than $8,000 a year, Mr. Tetreault?

MR. TETREAULT:  Your math is correct, Mr. Thompson.


MR. THOMPSON:  And I took it that there will be operating expenses over and above that amount, or does that cover all operating expenses?


MR. TETREAULT:  I think there could be other O&M costs associated with maintaining the customer station at an RNG site.

There are certainly O&M costs included in the monthly customer charge for M13 customers, which we would like to apply here, but those O&M costs would be specific to the M13 producers.

MR. THOMPSON:  Right.  But my question is, in the contracts that you are proposing with RNG producers, do they pay the 658, which is a monthly fixed charge, plus some other O&M to be negotiated?  Or is it 656.48, and that's it?

[Witness panel confers]


MR. TETREAULT:  I am not aware of any other negotiated amount, Mr. Thompson.

As we discussed, it is the M13 monthly charge per station that we are looking to levy in this particular case.


MR. THOMPSON:  Now, I was fascinated with the comment at page 5 of 6 where you rationalize these charges, because they avoid cross-subsidization by other classes, whereas the entire program imposes a subsidy burden on other ratepayers.

My only comment was that -- whether you agree with this or not -- it establishes that consistency is the hobgoblin of a sterile mind.

[Laughter]


MR. THOMPSON:  That is not a question.

Okay.  That takes me, then -- and this is my last area with Enbridge, and I think I am at Exhibit C, tab 2 --sorry, Exhibit C, tab 1, schedule 2, "RNG producer operating and maintenance charge."

And Enbridge says it's going to get the contribution in aid -- which we have discussed, Mr. Small -- and then it says in paragraph 2:

"Producers will be required to compensate EGD for the cost of operating and maintaining the connecting pipeline and the station, which includes quality control..."

Et cetera.


And that EGD will be compensated by a monthly charge, will be included in the RNG gas purchase agreements.

And in your case, you didn't draw this from any rate schedule; you drew this charge from what is described as a sample set of projects.

Have I got that straight?


MS. COLLIER:  That's correct.


MR. THOMPSON:  And is this sample set of projects part of the work that members of the previous panel did, the hypotheticals that were --


MS. COLLIER:  Yes, you're correct.

It forms a –- or falls under the umbrella of these sample projects.

MR. THOMPSON:  Okay.  So these are hypotheticals.

And is the output of the hypothetical, the 3.33 per month and the -- that's the monthly charge, and it looks like a commodity charge of 2.082 cents per m3?  Those numbers derive from this sample set of projects?


MS. COLLIER:  Operating and maintenance costs were identified on the sample set of projects, yes, and the monthly fixed charge and variable charge is designed to recover the average operating and maintenance expense for those projects.


MR. THOMPSON:  Okay.  Then in your scheme, the monies that the RNG producer owes you will be, in effect, deducted from what you pay to the producer; is that -- have I got that straight?


MS. COLLIER:  In Enbridge's instance?


MR. THOMPSON:  Yes.

MS. COLLIER:  The revenues collected from the RNG producers will serve as an offset, as other operating revenue, and therefore flow through to the ratepayers.


MR. THOMPSON:  Okay.  But in your case, you are including the O&M cost of all connection facilities, including RNG connection facilities, in revenue requirement?

MS. COLLIER:  That's right.

MR. THOMPSON:  And you're putting this money in, and that is where the offset occurs?

MS. COLLIER:  Exactly.

MR. THOMPSON:  Is that the way it's going to work in Union, as well?


MR. TETREAULT:  Yes.


MR. THOMPSON:  And then finally Exhibit C, tab 1, schedule 3, this is the Toronto -- well, it contains evidence on the Toronto pilot.


Just in paragraph 3 where you are describing the illustrative example here of 60,000 tonnes of material produces, as I read this, 700 cubic metres per hour of biogas, and something slightly in excess of 50 percent of that of RNG.


So the RNG capability appears to be considerably less than the biogas capability, from this example.  Is that your understanding?  Is this your evidence?


MS. COLLIER:  This is not our evidence, so I have --


MR. THOMPSON:  Oh, it isn't?


MS. COLLIER:  -- no understanding of that.


MR. THOMPSON:  I thought the "C" stuff was all yours.  Then I will leave that.  Just on the City of Toronto business - I thought this was your evidence - where we talk about the City of Toronto pilot, it kind of relates back to Mr. Quinn's questions about Hamilton.


But my question is this pilot -- according to this evidence, this pilot was suspended pending the outcome of this application, and my question is:  If this application is not approved as requested, does the pilot with Toronto resurrect?


And if you don't know, Mr. Small, perhaps I could ask for an undertaking to have somebody put a response to that question on the record.


MR. SMALL:  That would probably be best, Mr. Thompson.


MR. MILLAR:  J4.3.

UNDERTAKING NO. J4.3:  TO PROVIDE RESPONSE AS TO WHETHER TORONTO PILOT IS RESURRECTED IF APPLICATION NOT APPROVED.

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


MR. SOMMERVILLE:  Thank you, Mr. Thompson.  Mr. Rubenstein.


MR. RUBENSTEIN:  I have no questions for this panel.


MR. SOMMERVILLE:  Thank you.  Mr. Aiken?

Cross-Examination by Mr. Aiken


MR. AIKEN:  Thank you, Mr. Chairman.  It's good to see the punt return team showed up, because there has been a lot punted today.


So my first question:  Does Enbridge own the biogas pipeline between the Thorold landfill and Abitibi?


MS. COLLIER:  Yes, we do.  However, as part of that project, there was a contribution in aid of construction made from the landfill site to Enbridge, and the remaining net rate base is owned and operated by Enbridge.


MR. AIKEN:  So are there OM&A costs included in your revenue requirement?


MS. COLLIER:  Yes, there is.


MR. AIKEN:  And do you charge them a regulated rate for the delivery of the biogas?


MS. COLLIER:  We do.


MR. AIKEN:  And it's the same as for normal natural gas?


MS. COLLIER:  Yes.  It falls under our Board-approved rates, yes.


MR. AIKEN:  The second question, if you can pull up Exhibit I, tab 15, schedule 9, this was the clarification trying to get everything in the same units.


For Enbridge, on page 2 of that response, the numbers are shown in 103m3.  I just wanted to make sure that my numbers were at least close.


For 2011, the system supply volumes are around 240 petaJoules, direct purchase around 200, and company use volumes around 0.3 petaJoules.  Are those numbers, subject to check, correct?


MR. SMALL:  Yes, they are.  Just maybe this would help.  I did the conversions on the 2013 numbers.


MR. AIKEN:  Okay.


MR. SMALL:  So, for example, the system supply number shows 6,971,000 103m3, which equates to 262.7 million gJs, and the direct purchase consumption number of 4,349,000 103m3 would equate to 163.9 million gJs.


MR. AIKEN:  What about the company use volumes?


MR. SMALL:  I didn't convert it, but it is close enough.  It is a pretty small volume.  It doesn't change much year over year.


MR. AIKEN:  So the company use volumes of about 0.3 petaJoules, I think it is, that represents about 10 percent of the cap for Enbridge for RNG purchases; s that correct?  0.3 out of the 3.3?


MR. SMALL:  No.  I think it is even smaller than that, because we're talking about a cap of roughly 87,000 103m3, whereas our company use is only 5,000.  So I think that works out to be something smaller, doesn't it?


MR. AIKEN:  So 6 to 7 percent, probably?


MR. SMALL:  Maybe, yeah.


MR. AIKEN:  Okay.  Now, in terms of Union, on page 3 of the VECC response, the table at the top shows Union's historical own use gas being 413,000 gJs a year.


Now, can you reconcile that with the 6 petaJoules of own use volumes shown in the response to LPMA Interrogatory No. 2?  So that is I-11-2.


MS. EVERS:  At interrogatory 15-9, it represents customer or company use.  At interrogatory 11-2, it represents company use in addition to compressor fuel, which was explicitly asked for in interrogatory 11-2.


MR. AIKEN:  So the 0.4 is own use excluding compressor fuel, and then compressor fuel would be about 5.1 petaJoules, based on the 2011 numbers?


MS. EVERS:  Give or take, that's correct.


MR. AIKEN:  Okay.  The next one is Exhibit I, tab 11, schedule 17.  This deals with the environmental attributes.  The question that was punted was the timing and the frequency of any credits being rebated to customers.


Would this be part of the QRAM process, once there are credits to refund to customers?


[Witness panel confers]


MS. EVERS:  The exact mechanics of how this deferral account will work and when it will be disposed of have not been defined.  Certainly QRAM is an option.  Although we typically reserve the QRAM deferral disposition for gas purchase deferral accounts, other deferral accounts are typically recovered through our annual deferral disposition filing.


MR. AIKEN:  Are you concerned about the potential intergenerational inequity of requiring system gas customers to pay the additional cost of RNG now versus when any environmental attributes may be credited to them in the future?


MR. SMALL:  While Union is thinking of their response, I just wanted to add that while we haven't thought too much about how we're going to recover those costs either, the one thought we had was that those credits would go to offset our normal purchase cost.


So to the extent we come forward in a QRAM and say, Here is what our projected PGVA balance is, that balance would then include those credits, and then we would clear them as part of that PGVA clearance.


MR. TETREAULT:  Mr. Aiken, given, I will say, the elusive nature of what the environmental attributes may look like, it is really probably fair to say that we haven't given a lot of thought to whether there are any intergenerational issues that you have described.


My suspicion is that those would be manageable, but beyond that, I don't know that I could give you more definition to respond to your question.


MR. AIKEN:  Okay.  Then moving on, and I don't know if you need to pull this up, but I am talking about LPMA's number 4 and 11.


And elsewhere in the evidence, the responses indicate that RNG provides no cost reduction in terms of peak-day delivery or upstream transportation requirements.


So my question is:  Are there any savings associated with the distribution system, such as deferring the need to upgrade or expand the deliverability of the system, as an example?  Would using RNG to supply a need at a node in your system, rather than increasing the pipe size or looping the system?


MR. TETREAULT:  It's really outside my area of responsibility for Union, Mr. Aiken.  I just -- I couldn't speak to what the distribution planning benefits may be.


MR. AIKEN:  But you do agree that you are treating this gas as non-firm supplies?


MR. TETREAULT:  I would agree with that statement.


MR. AIKEN:  Okay.  Does adding --


MR. SMALL:  Sorry, I just wanted to add one thing.  I guess one of the difficulties would be not knowing where the specific projects would be located.


It's kind of premature at this point in time to answer how it may or may not impact, but certainly we would assume that, for planning purposes, it wouldn't be a firm supply, either.

MR. AIKEN:  Okay.  Does adding renewable natural gas to the distribution system at various points result in an expectation of lower amounts of unaccounted-for gas?


MR. SMALL:  I'm not sure if it would have any impact on it, because really what's happening for your unaccounted-for, it's the differentiation between your metering of your throughput through your various gate stations, against your metering of all your customers.

So I'm not sure if it would really have an impact on it.


MR. AIKEN:  Okay.

MR. TETREAULT:  I would agree, as well.  Anytime you have a meter, you have the opportunity for a meter error that manifests itself as unaccounted-for gas.


MR. AIKEN:  If you could turn to Exhibit I, tab 11, schedule 15, there is a table there that shows the gas commodity and fuel rates based on the January 2012 QRAM.

This is -- I am looking specifically at the Union table.  Could you update that to reflect the current QRAM prices?


MR. TETREAULT:  We can, Mr. Aiken.  I also have some rate schedules in front of me.  I could give you rough numbers, if that suffices, just for efficiency purposes.

MR. AIKEN:  Probably by undertaking would be quicker, given my time limits today.


MR. TETREAULT:  Certainly.

MR. MILLAR:  J4.4.

UNDERTAKING NO. J4.4:  TO UPDATE UNION GAS COMMODITY AND FUEL RATES TO REFLECT CURRENT QRAM RATES.

MR. SOMMERVILLE:  Thank you.

MR. AIKEN:  Exhibit -- or schedule 21 of tab 11, another LPMA interrogatory, and this goes to the heating content.

Part B of the Union response -- and I am going to concentrate on Union for now -- part B of the Union response indicates that the minimum heating value of RNG is 36 mJ per m3, the same as that for Ontario production.

My first question is:  What is the size of the various potential RNG sites relative to Ontario gas production sites?

We have heard some discussions that, you know, the RNG producers could be 50,000 gJs a year, large landfills 650,000 gJs.

What is the range of local gas producers that are connected to Union's system?


MS. EVERS:  I don't have the specific ranges with me.


MR. AIKEN:  Could you give me a ballpark?


MS. EVERS:  Not an educated one.


MR. AIKEN:  Okay.  Would you undertake to provide that, please?


MS. EVERS:  Yes, we can do that.


MR. MILLAR:  J4.5.
UNDERTAKING NO. J4.5:  TO PROVIDE RANGE OF LOCAL GAS PRODUCERS CONNECTED TO UNION'S SYSTEM.

MR. AIKEN:  And the reason I ask is I am wondering if there is a potential for a large number of customers or a large-volume customer, for example, to end up paying higher delivery costs or demand charges if they're located downstream of a RNG producer that is producing with an energy content at the minimum level, which is about five percent less than Union's average.

So in other words, is their delivery cost going to go up because they're getting the lower-quality gas that's being produced next door to them, essentially?

So I was wondering if Union had thought about that, and what considerations they had given to dealing with that impact on local customers.

[Witness panel confers]


MR. TETREAULT:  I'm not sure we can help you there, Mr. Aiken.  I'm not familiar with what the local market conditions may be in various areas where there is a potential for RNG producers.

I am not sure this was something addressed by either of the first two panels, but I don't know that Ms. Evers and I can help you with that.


Of course, the expectation is that any RNG production would be pipeline quality.


MR. AIKEN:  Yes.  And that the range is, what, 36 to 41 mJ per m3, something in that range?

MR. TETREAULT:  Subject to check, yes, I think that is correct.

MR. AIKEN:  If you could turn to Exhibit IU-11, No. 28, this gets into the annual bill increase for typical commercial customers.


First, could you update the net bill increase of $500 per year shown in part (a) for rate M2, and then there is a -- I believe it is $16,000 increase for a typical rate M4 customer shown there, as well, and then a $650 increase for rate 10.  Could you update those numbers and the response to part (b), which is the 19 and $6 dollar premium costs for the south and north, to reflect the April 1st QRAM price?

MR. TETREAULT:  Yes, that can be done.

MR. MILLAR:  J4.6.
UNDERTAKING NO. J4.6:  TO UPDATE EXHIBIT IU-11, NO. 28(A) AND (B) TO REFLECT APRIL 1 QRAM PRICE

MR. AIKEN:  Now the response to part (c), I read this many times and I am still not sure I understood it, because there are different rate impacts shown for the different customer classes.


Can you add something to the explanation that is shown on page 2 as to why there's a difference in these rate impacts for Union?


MR. TETREAULT:  Mr. Aiken, which difference are you referring to, specifically?


MR. AIKEN:  Well, for example, in part (a), the response says a typical M2 customer, the impact is 504.28 per year.

In part (c), in the second paragraph under part (c), that number is now a net bill increase of 487.79 per year.

So I am wondering what is driving the differences, and there are similar differences in the other rate classes, as well.

MR. TETREAULT:  Subject to check, I believe there are two different -- there's two timeframes associated with the bill impacts, if I am not mistaken, in that part (a) relates to the July 2011 QRAM, whereas when you move to the part (b) and (c) responses, I think (b) touches on January 1, 2012 QRAM.

And -- again, subject to check -- I believe part (c) is based on January QRAM, 2012 QRAM, as opposed to July that is used in part (a) of this response.

So I would suggest that explains some of the unit rate differences you're seeing.

MR. AIKEN:  Okay.  Now I am going to ask what I was actually looking for in that response to part (c), because I had asked a similar question to Enbridge.

So if you can turn up Exhibit IE-11, No. 24, what I was actually looking for is what Enbridge provided, and that was a break-out of the roughly $25 million increase in costs by rate class.

MR. TETREAULT:  That was IE-24?


MR. AIKEN:  Yes.  IE-11-24.


MR. TETREAULT:  Mr. Aiken, could I ask you to repeat the question?  I do have the reference with me now.


MR. AIKEN:  Yes.  Could you break out -- your premium cost of gas is about $25 million in total for the south and the north.

Can you break that $25 million out by rate class, so we can see who is paying and who isn't paying under your proposal?

MR. TETREAULT:  We can attempt to do that, yes.


MR. AIKEN:  Okay.

MR. MILLAR:  J4.7.
UNDERTAKING NO. J4.7:  TO BREAK OUT PREMIUM COST OF GAS BY RATE CLASS.

MR. AIKEN:  Now, I am going to go quickly to the M13 rate, because I was a little confused by some of the responses.


Am I correct that the M13 rate is applied to local producers who transport their gas to Dawn and sell to somebody else?

MR. TETREAULT:  That's correct.

MR. AIKEN:  Does the M13 rate also apply to a local producer who sells their gas to Union?


MR. TETREAULT:  No, it does not.

MR. AIKEN:  Now, your proposal -- so your proposal, then, to apply the M13 rate to RNG producers is different than for local producers, because you are going to apply the M13 rate to them even though they're selling their gas to you?

MR. TETREAULT:  That's correct.  That's our proposal, given the expectation that the O&M costs will be representative of what M13 costs would be.


MR. AIKEN:  Okay.  Now, moving to Enbridge on this, you don't have an M13 rate, and I take it you are not proposing at this time to develop a rate for local RNG producers?


MS. COLLIER:  That's correct.  We don't have an equivalent to Union's M13, so, therefore, we have developed the operating -- producer operating and maintenance charge.

MR. AIKEN:  Now, there is a response to a Bullfrog IR.  This is Exhibit I, tab 4, schedule 1.  If you happen to have the LPMA compendium, it is on page 10 of that, but I will just read in a paragraph in the response.  It says that:
"EGD may, in the future, develop a transportation rate for RNG producers who do not participate in the Utilities' RNG Program but wish to connect to EGD's network."


It goes on to say:
"This application does not preclude retailers from participating in Ontario through open access..."

And so on.  My question is:  Are you going to have a different methodology to recover OM&A costs, for example, depending on who the producer sells the gas to; in other words, one set of rules if you sell it to Enbridge, another set of rules if you sell it to somebody else?

MS. COLLIER:  This wasn't really looking at the operating and maintenance costs for the producers.  This is more a transportation rate for the producer to be able to move that gas somewhere else in our distribution system, which I think is the equivalent, then, of the M13.

So we wouldn't be purchasing those molecules from the producer in this instance.

MR. AIKEN:  Right.  But it is a different methodology to recover the costs, because you're still going to own the pipeline that connects this RNG producer who is selling to Bullfrog.  You're going to recover those OM&A costs through a rate --


MS. COLLIER:  Yes.

MR. AIKEN:  -- rather than through the gas supply.

MS. COLLIER:  Sorry, I guess I was wasn't thinking of that.  It would be the same level of costs.  It is just where they're moving the gas after that, once it hits our distribution system.  So they would be charged the same rate, producer rate.

MR. AIKEN:  Wouldn't the process that the RNG producer would have to go through be a deterrent to the development of the market, because if they want to sell to somebody other than the utility, they now have to go to you?  You have to develop a rate, you have to come to the Board, and the Board has to approve a rate.

That process, I assume, is going to take more than a day or two.  So isn't that going to make the RNG producer want to sell to the utility, rather than Bullfrog or somebody down the street?

MS. COLLIER:  Well, our current proposal is that the RNG producer sell only to the utility.  So until that landscape changes, we haven't created a rate at this point.  We are willing to create a rate, if in fact that is how the market is going to evolve.  It is just at this point we didn't think the need was there to develop the rate, because that wasn't a part of our proposal today.

MR. AIKEN:  But you are not going to stop a producer from selling to somebody other than Enbridge if they want to?

MS. COLLIER:  If that would be the framework that we're working with, then of course we would not stop them.  Today our proposal is that we would purchase the producer supply.

MR. AIKEN:  Okay, I will stop there.  I still have maybe ten, 15 minutes left, but I know you wanted to stop at 12:25.

MR. SOMMERVILLE:  We will adjourn now until 1:30.  Thank you.

--- Luncheon recess taken at 12:25 p.m.

--- On resuming at 1:36 p.m.

MR. SOMMERVILLE:  Thank you.  Please be seated.


Mr. Aiken?


MR. AIKEN:  Thank you, sir.  I want to circle back to something I forgot to do before the lunch break.


If you could turn up Exhibit IE-11, No. 24, in that response, part (b) of the response, there are two numbers that are calculated: the annual increase in costs based on the July 2011 QRAM of 34.4 million, and the 36.2 million figure based on the January 1st, 2012 QRAM.


Prior to the lunch break, Union undertook to update its costs, its $25 million cost, to reflect the April QRAM.


Would you undertake to update this response to reflect the April 2012 QRAM, as well?


MS. COLLIER:  Yes, we could do that, as well.


MR. AIKEN:  Thank you.


MR. MILLAR:  J4.8.
UNDERTAKING NO. J4.8:  TO UPDATE RESPONSE TO PART (B) IN EXHIBIT IE-11, No. 24 TO REFLECT APRIL 2012 QRAM.

MR. AIKEN:  Now, if you go forward two pages to IE11-26, part (e) refers to a Direct Energy interrogatory.


In that response, there is a reference to a carrying cost of about $500,000 related to gas and inventory.


Would this incremental cost be recovered only from system gas customers?


MS. COLLIER:  You are correct.  We did identify in Direct Energy 7-11 that, assuming we hit the maximum volume cap, there could be a potential impact of approximately $500,000.


Based on Enbridge's methodology, that cost is recovered through our load-balancing charge for return on gas in inventory, so that actually would be recovered from all customers.


MR. AIKEN:  Okay.  Now, in addition to the gas in inventory, is there any impact on the cash working capital component of the working capital that's included in rate base as a result of the leads and lags associated with the billing payments applied to an increase in gas costs?


MS. COLLIER:  The impact was de minimus.  It is very small, given the incremental gas cost, so there is.  It just essentially gets rounded out, if you will.


MR. AIKEN:  So the $36 million times the number of days is a small number?


MS. COLLIER:  Yes.


MR. AIKEN:  Okay.  Now, if we could jump to IU-11-30; this is the same question that was posed to Union, but your response is different, saying that there is -- the biomethane costs would not have an impact.


So my question is:  Why?  Why wouldn't there be an impact on the value of gas in inventory, in particular, and also through the lead/lag study?  And whether the lead/lag study part of it would be de minimus, as well?


MR. TETREAULT:  I think that is fair, Mr. Aiken.


With regard to the carry on inventory, we value the gas costs associated with that, and Union 's approved methodology is Union is to use our Ontario landed reference price -- what we refer to notionally as our WACOG -- to value gas in inventory.


So in our methodology, the Ontario landed reference price would not -- would not change as a result of purchasing RNG supply in place of some other source of supply.


MR. AIKEN:  So there's no carrying costs similar to Enbridge, then, in your case?


MR. TETREAULT:  That's correct.  There is no change in carry.


MR. AIKEN:  Okay.  If you flip back a couple of pages, IU11-29, the first paragraph in the response indicates that if Union purchased the RNG for compressor fuel -- let me just stop right there.


Do you mean own-use gas, including compressor fuel?


MR. TETREAULT:  Sorry, Mr. Aiken, I was a little slow turning up the reference.  Could you repeat that for me?


MR. AIKEN:  Yes.  IU11-29, response to part (a), the first sentence.  It says:

"Union has assumed that RNG purchased for company use would be utilized to meet compressor fuel requirements per the 2007 Board-approved cost allocation study."


And my question is:  Did you answer this question strictly on the basis of using gas for compressor fuel, or for all of company own-use gas, including compressor fuel?


MR. TETREAULT:  We looked at it specifically related to compressor fuel volumes.


MR. AIKEN:  Okay.  Then -- because the original question was to do it based on the assumption that the gas was purchased for company use, not for -- strictly for compressor fuel use.


So how much of an impact would that have on the impacts that are shown on page 3 of the response?


MR. TETREAULT:  As I recall, the reason we approached this one, this response, the way we did, from a compressor fuel standpoint, is largely due to the fact that our company-use volumes are quite small.


And, you know, the RNG production particularly at a volume of 2.2 pJs is much more than our company-use requirements would ever be.


So that was the background in terms of why we approached it the way we did.


In terms of the bill impacts, I would not expect there to be, in terms of proportions, any material difference.  We allocate the costs of company-use and compressor fuel and UFG very similarly.


MR. AIKEN:  Okay.  Now, in the response to -- yes, it's the same response.  First, again, at the end of the first paragraph, there is a difference of four million.  Basically, the evidence states that if you buy the RNG for compressor fuel needs, there is an incremental cost of 21 million; if you purchase it for system gas customers, there is an increase of $25.1 million, for a $4 million difference.


Now, you do provide a bit of an explanation for this difference, and I was just wondering if you can expand on the $4 million difference.


MR. TETREAULT:  Certainly.  I will try to do so.


It goes back to our discussion a minute ago with how we value company-use, compressor fuel gas, et cetera.


We value all of those items, from a price standpoint, at the Ontario landed reference price, what we refer to as the WACOG.


So on page 2 of IU-11-29, that is reflected, essentially, at the top of the page, where we are comparing a RNG price of roughly 56 cents per cubic metre to the QRAM WACOG price of 20.3 cents per cubic metre.


And that drives the incremental purchase cost of 21 million.


Whereas if you move to the bottom of this same page, where it looks at north and south volumes at average prices, obviously, those average prices are a little bit lower than the WACOG price.


So for example, in the north, where we talk about the forecast average price of north system supply being $3.63 per gJ, that is an Empress-based price, which would have been used in the forecast of our purchase costs for this QRAM.


And so when you compare that, for example, to the incremental amount we need to purchase for the north, the 505,000 gJs, you are going to -- the result will be proportionally a greater expense.


So in essence, it is the difference between the cost of gas assumptions that are made in our purchases for north and south sales service customers, and what we use for compressor fuel, unaccounted-for gas, et cetera.


MR. AIKEN:  Okay.  Thank you.


Now, the table on page 3 that we were talking about earlier, would you undertake to update these bill impacts to be consistent with the previous undertaking, to match it to the April QRAM?


MR. TETREAULT:  I can do so.


MR. MILLAR:  J4.9.
UNDERTAKING NO. J4.9:  TO UPDATE TABLE 3 BILL IMPACTS TO MATCH APRIL QRAM.

MR. AIKEN:  Now, I want to pause here and maybe do something a little bit out of the ordinary.


This exhibit shows the annual impact on rate classes that LPMA members, or customers similar to LPMA members, and the rate classes that they would be served under.


It does not include other rate classes that would be affected if their incremental costs are allocated based on the compressor fuel.

So that what I want to do is invite other intervenors and/or the Board to jump in and indicate if they would find it informative if the table were to be expanded to show the impacts on all rate classes, if parties thought that was useful and whether Union could provide that information.

MR. SOMMERVILLE:  My concern, Mr. Aiken, is the materiality issue.  How material is the subject to what we're dealing with?

MR. AIKEN:  I agree, and that's why I hesitated in bringing it forward.  But, for example, for an M4 customer, the system supply route is an increase of something like 16,000 compared to 1,300 here.

Now, for M7, T1, M9, my understanding, under the system supply it is zero.  We don't know what it is here.  It could be $10,000 a T1 customer.  It could be $100,000.  I don't know, but I am happy to leave it as it is.  I'm happy to leave it as it is.

[Board Panel confer]

MR. SOMMERVILLE:  When you are updating this table, as you have agreed to do, to reflect the April QRAM data, if altering the table to reflect the impact on the different rate classes is not a huge undertaking, the Board would be interested.

MR. TETREAULT:  Certainly.  We can undertake to do that.  I would expect the annual impact, percentage-wise, to be similar to what we're looking at here, but we can provide that detail.

MR. SOMMERVILLE:  Thank you.

MR. MILLAR:  We will consider that part of J4.9, Mr. Chair.

MR. SOMMERVILLE:  Thank you.

MR. AIKEN:  Now, am I correct in that the evidence you have provided here and the updates that you will provide does not allocate any of the 2.2 petajoule cap to the unregulated storage business of Union?

MR. TETREAULT:  I think that is fair, Mr. Aiken.

MR. AIKEN:  Okay.  Now, I want to pursue a similar line of questioning with Enbridge.  Some of these questions are from Mr. Buonaguro on behalf of VECC.

Basically, his first question is:  The 0.2 or 0.3 petaJoules of Enbridge's own use gas, does that include any gas that Enbridge may purchase for compressor fuel for upstream transportation and/or storage injections and withdrawals?

MR. SMALL:  No, it does not.

MR. AIKEN:  Do you know the amount of gas that Enbridge purchases for compressor fuel on Union, TCPL, Alliance, whatever?

MR. SMALL:  I don't know offhand, but I can just add that anything that we would be buying to move gas on TCPL would be based upon their fuel ratios, which have been tracking in and around 2 to 3 percent.

We would also need to provide Union with fuel for any injects, withdrawals or gas we move on M12, and that would be predicated by their schedule.  So I would have to -- I don't know the number offhand.

MR. AIKEN:  Can you give me a ballpark figure in relation to the 3.3 petaJoules of the proposed cap for RNG?  Is it more than that, or about that, or substantially less?

MR. SMALL:  I'm thinking of our 2012/2013 applications and what I would be buying for fuel not only for injection and withdrawal and what I am doing in Union, but what I would be moving on M12 and what I need for injections and withdrawals out of our own Tecumseh facility.  It is probably in the neighbourhood of 3-1/2 half BCF on an annual basis.

MR. AIKEN:  Which, in a petaJoule environment, would be about the same number, about the 3.3, 3.5?

MR. SMALL:  I will take your calculation.

MR. AIKEN:  Okay.  That is risky.

So then my follow-up question to that is:  If Enbridge calculated the rate impacts, if it purchased the 3.3 petaJoules for its own use, including compressor fuel, and those costs were allocated through to its customer base, for example, I am assuming compressor fuel on upstream transportation would be allocated to all customers.  Is that correct?

MS. COLLIER:  Yes.

MR. AIKEN:  Okay.  Could you provide a similar schedule -- I don't have it in front of me, but I had asked you what's the impact on rate 6 and 100 of using the own-use allocation methodology, and you indicated you really couldn't do that, because it was -- the own use was so much smaller.

But now if we include the compressor fuel, can you do basically the same thing that Union has done here to show the annual impact for each rate class?

[Witness panel confers]

MR. SMALL:  Sorry, I just wanted to confer with Ms. Collier, but I think she can provide you with an answer.

The only thing we were discussing - and maybe we would want to put to a caveat to the undertaking - is that what you would be suggesting, if I understand your question is, we would be taking a particular source of supply from our supply portfolio and you would be streaming that cost to recover a specific item, which I understand would be not in line with our current cost allocation rate design.

So we would certainly want to make that stipulation on the undertaking, as well.

MR. AIKEN:  Yes, that would be fine.

MR. MILLAR:  J4.10.
UNDERTAKING NO. J4.10:  TO PROVIDE ANNUAL IMPACT FOR EACH RATE CLASS USING OWN-USE ALLOCATION METHODOLOGY.

MR. AIKEN:  Thank you, panel.  Those are my questions.


MR. SOMMERVILLE:  Thank you, Mr. Aiken.  Mr. Quinn.
Cross-Examination by Mr. Quinn

MR. QUINN:  Thank you, sir, and thank you to Mr. Aiken for covering off that area very well for all of us.

Panel, I am going to have two main areas of questions, and I guess the first area of question comes into this aspect of volume cap that has been part of the discussions over the last couple of days, volume cap being the maximum that the RNG program would purchase.

As the gas procurement groups, would you be responsible for monitoring this cap in some way, shape or form?

[Witness panel confers]

MR. SMALL:  Sorry, I want to just -- the way I understand the contracting practice will go is that, within the contract itself, there will be a maximum volume identified.  And from what I understand, that will be the number that will be used when they're determining how many additional contracts they will enter into.

So that is how you would get to the cap.  We will certainly be monitoring what we are actually receiving from the counter-parties on a monthly basis.  So there would certainly have to be some sort of coordination of making sure we inform the group that entered into the contracts, on behalf of the company, of what the ongoing purchase volumes were to make sure we're in sync.

MR. QUINN:  Okay, I think I understand that.  So on the aggregate amount - and I will speak first to Enbridge - the 3.3 pJs, as you are going through the first year, second year, third year, you are going to start potentially approaching that 3.3 pJs.

It is the gas supply group's basic responsibility to say, Yes, we're at 3.0, and remember we only have 10 percent of this capacity left, or how is that going to work?

MR. SMALL:  That specific responsibility of ensuring that the contracted amounts aren't being exceeded I believe will be in the group that is responsible for those.  But certainly as part of our gas supply group and reviewing the contracts to ensure that we're paying, will be also monitoring it, as well, to make sure that something doesn't get missed.

MR. QUINN:  Okay.  Well I think I can ask this question, and I trust that you can answer, or maybe potentially take it as a quick undertaking.

But if I use Union as an example -- because I saw the breakdown between the north and south -- the south, as I understand it, has a 1.7 pJ cap allocated to it; is that accurate?

MR. TETREAULT:  That's correct.

MR. QUINN:  Okay.  So using that cap in the south, if, hypothetically, you get to the point where you are very close to 1.7 pJs, you have two supply applicants that have come forward and offered to produce RNG for you, but both cannot be accommodated under the 1.7 pJ cap.

Is my understanding correct that the opportunity would be offered to the applicant that had the earliest time stamp on their biomethane project information form?

MS. EVERS:  I believe that is consistent with the overview panel and what they described already, that it would be first-come, first-served.

MR. QUINN:  And that was my point.  Just to make sure it is crystal clear, so the price to be paid for the supply would have no bearing on which application was approved?

MS. EVERS:  I believe that's been described by the overview panel in detail already, yes.

MR. QUINN:  Okay.  So I guess having said that, then, there was some redirect this morning, which I understood as we were approaching market capacity -- market capacity will be given out on a first-come, first-served basis, but also the aggregate program will also be allocated on a first-come, first-served basis.

So first-come, first-served works in the specific geographic market area, and it works in totality for the aggregated contracts; is that understanding correct?

MS. EVERS:  That would be my understanding.

MR. QUINN:  Okay.  Thank you.  I just want to make sure we had clarity.

The next area was something that Mr. Thompson was spending some time with you this morning, and I think I can ask a question that would be helpful to my understanding, because he was trying to help all of us this morning.

If a municipality chose -- for their own reasons, that we don't know or can't judge -- that they would want to invest in equipment to produce biomethane to the gas quality standards required by the utilities, is there anything in your Ontario production contract that would prevent a municipality from becoming an Ontario producer?

MS. EVERS:  We answered a series of questions with Mr. Thompson, but through discussion over lunch, we determined that it was available to RNG producers, assuming that they met the quality specifications to come onto our system, that they could contract under an Ontario local production contract, albeit that it appears that the economics do not support that at this time, because none have come forward.

MR. QUINN:  And just to make sure, as I put it in the preface to my question, it could be for purely environmental reasons?

They're not looking at the economics.  They decide they want to be greenhouse gas sensitive, and they want to come forward.  You're saying there is nothing contractually that would preclude them?

MS. EVERS:  That's correct.

MR. QUINN:  Okay.  Thank you very much.  Those are my questions.

MR. SOMMERVILLE:  Thank you.  Mr. Millar?
Cross-Examination by Mr. Millar

MR. MILLAR:  Yes.  Thank you, Mr. Chair.

Good afternoon, panel.  My name is Michael Millar.  I am counsel for Board Staff.

As it happens, all of the questions I had on behalf of Staff have been asked and answered, but Mr. Poch did ask that I put a couple of undertaking requests to you on behalf of the Green Energy Coalition, so I propose to do that and we will see where we get.

Currently, am I correct that all of the costs -- in other words, the gas costs of these programs -- are allocated to system gas customers only?

MS. COLLIER:  Yes.  That's our proposal.

MR. MILLAR:  And there had been a calculation -- and I have lost the exact number, but there had been a calculation of the total bill impact arising from this program.  Can you remind me of what that number was?

It may have been updated in an undertaking, and I -- or, pardon me, an interrogatory response.  Do you happen to know what the total bill impact is of the program?

MS. COLLIER:  Are you speaking about the incremental gas costs?

MR. MILLAR:  Yes.  Just the incremental gas costs.

MS. COLLIER:  For a typical residential customer it is $18.

MR. MILLAR:  Was there a percentage value attached to that?  Was it two -– it was something like two percent, I think?

MS. COLLIER:  It depends on what set of rates you use.

Based on our filed information, it's, I believe, 1.8 percent for –- at Enbridge.

MR. MILLAR:  Thank you.

MS. COLLIER:  In and around there for Union, I assume.

MR. TETREAULT:  Yes, that is generally true for Union, based on our original application and the rates we were comparing to at the time.

MR. MILLAR:  I will use 1.8 percent, and if that is a little bit off, you will understand what I am talking about.

Mr. Poch's question that he was hoping to get an undertaking for -- in fact, there are two, but the first one was:  If you, in fact, allocated the costs to all distribution customers, as opposed to just system gas customers, what would be the bill impact be?  How would that change the bill impact per customer?

Is that something that you could provide an answer to?

MS. COLLIER:  From Enbridge's perspective, I did a quick calculation of that.

And so you are assuming you are taking that $34 million and recovering it from all distribution customers?

MR. MILLAR:  Yes.

MS. COLLIER:  If we spread that over Enbridge's volume, it is approximately $9, so almost half the amount.

MR. MILLAR:  Okay.

MR. TETREAULT:  Mr. Millar, I would direct you, actually, to an exhibit we spent a little bit of time on earlier, which is IU11-29.  It is a response to LPMA.  And I will direct you to another exhibit, as well, but perhaps we can start here.

In the response to part (a), we do outline what the annual impacts would be.  And actually, as I look at it, we do provide the dollar, as well the percent impacts there, so you can -- for example, if I take you to rate M1 --


MR. MILLAR:  If I could just have a moment to pull it up?

MR. TETREAULT:  Certainly.

MR. MILLAR:  Sorry, it is IU-11-29?

MR. TETREAULT:  29, yes.

MR. MILLAR:  Okay.  I think I have that.  It is a three-page attachment?  No, I'm sorry.  29.

MR. TETREAULT:  Yes.  There is -- it's updated, actually, Mr. Millar.  There's three pages.  And I was specifically looking at, essentially, the top of page 3 of 3.

And what we had done here, just for clarity, is we had -- along Mr. Aiken's line of questioning -- we had said if we had allocated this cost to all customers as part of our company-use, including compressor fuel, what would the impacts be?  That was the intent of this original interrogatory.

And in that case -- and I believe it is based on January 2012 QRAM, as opposed to the original July 11 QRAM that was included in our application, but you can see the relative bill impacts compared to the $18.

So for example, for rate M1, under this set of assumptions, as opposed to it being approximately $18, we are at, roughly, $1.40.

MR. MILLAR:  I see.  As it happens, I don't actually have the updated version of this interrogatory, so I can't see exactly what you are looking at.

Does this answer Mr. Poch's question, essentially?

MR. TETREAULT:  I would like to think so, yes.

MR. MILLAR:  Okay.  Well, I am an imperfect conduit for Mr. Poch's wisdom, but I will accept that.  His retainer was not generous.

[Laughter]


MR. MILLAR:  Let me move to my second question, then.  Thank you very much for that.  So I take it no undertaking is necessary for the first question.

The second one is slightly more complicated.

I understand that the current maximum volume of gas that will be procured through these programs is about 5.5 petaJoules; is that correct?

MS. COLLIER:  Yes, in total for both utilities.

MR. MILLAR:  That's the number you used in calculating the bill impacts?

MS. COLLIER:  It was broken out separately for each utility, but yes, in total, that is the number.

MR. MILLAR:  Okay.  Mr. Poch has asked that you imagine that you retained the 1.8 percent bill impact per customer, but in fact, you extend the program -- or you extend the payment to all distribution customers, instead of just system gas customers.

His question is how many extra petaJoules of gas could you purchase under that scenario.  And his request is that you respond to that by way of an undertaking.

Is that something that you can assist him with?

MR. TETREAULT:  If I could paraphrase, Mr. Millar, what would the volume cap be for Enbridge and Union if we wanted an equal bill impact for all distribution customers?

MR. MILLAR:  Yes.  If you extended -- under the current framework, I guess, it is approximately a 1.8 percent total bill impact to system gas customers.

Imagine you applied a 1.8 percent total bill impact across the board to all distribution customers.  That would give you more money, obviously, and the question is:  How many -- what would the increment over 5.5 petaJoules of gas be?

MR. TETREAULT:  It is slightly more complicated.

MR. MILLAR:  Doubtless.

MR. TETREAULT:  And my challenge with that is simply the fact that, for direct purchase customers, the utilities are not necessarily aware of what they're paying for their molecules or, in certain cases, for upstream transportation.

So I think it would be difficult to do that for all system and direct purchase customers on a comparable basis.

MR. MILLAR:  Is there anything you could provide to us?  Could you make some guesstimates or something like that, include any assumptions you make in the answer to -- I don't necessarily think he needs a precise answer, but he wants to get an indication of how much extra gas you could buy, if that was the case.

And, again, I am in your hands.  If you think you can provide something helpful, I am sure he would appreciate it, but I can't offer any more guidance.

MR. CASS:  I don't want to put the witnesses on the spot, but I just throw out the suggestion that perhaps a best efforts type of response might be appropriate.

MR. MILLAR:  That would certainly be -- that would be fine.

MR. SOMMERVILLE:  They're not listening to us, Mr. Cass.

[Laughter]

MR. SOMMERVILLE:  The suggestion has been made by Enbridge counsel that - and, Mr. Smith, can I associate you with that suggestion, as well - if you could use your best efforts, and if there are some walls that you run into in completing that, just be explicit about what they are, okay?

MR. TETREAULT:  We can do that.

MR. SOMMERVILLE:  Is that satisfactory?

MR. MILLAR:  That would be very good.  Thank you, Mr. Chair that will be undertaking J4.11.
UNDERTAKING NO. J4.11:  TO ADVISE, ASSUMING A TOTAL BILL IMPACT OF 1.81 FOR ALL DISTRIBUTION CUSTOMERS, APPROXIMATELY HOW MANY ADDITIONAL PJs THE COMPANIES COULD PRODUCE

MR. SOMMERVILLE:  Thank you.

MR. MILLAR:  And that completes my cross-examination.

MR. SOMMERVILLE:  Thank you.
Questions by the Board


MS. CHAPLIN:  Thank you.  I just have one question, but it is actually a request to make an addition to the undertaking that was given by the prior panel today, J4.1, where the request was made to look for and provide any of the public materials associated with the waste water treatment plant.

To the extent that the utilities respond to that undertaking request and provide any commentary, I would like them to -- I would like you to comment particularly vis-à-vis what appears in the Electrigaz report, which concluded that the return on equity for waste water treatment plants was negative, even though the capital expenditures were low.

My recollection from earlier testimony from the prior witness panels was that that was related to the very low volumes that were achievable.

So I am just looking for some sort of reconciliation or explanation for those apparently kind of contradictory things.  Thanks.  That's all I have.

MR. MILLAR:  Ms. Chaplin, was that an undertaking or...

MS. CHAPLIN:  No.  It is just an extension to J4.1.

MR. MILLAR:  Thank you.

MR. SOMMERVILLE:  Any questions arising?  Any re-direct?
Re-Examination by Mr. Cass


MR. CASS:  Mr. Chair, I had one small area.  Sorry, I was talking to Mr. Smith there.

During the examination by Mr. Aiken, some questions were asked about potential effect of acquisition of RNG on what I would maybe loosely call distribution system planning.

I realize there is no distribution system planner on this panel, so perhaps I could try you, Mr. Small.  From your perspective of gas supply, everything else being equal, would you have any comments on gas supply from sources within the franchise area as opposed to coming from outside the franchise area?

MR. SMALL:  Well, I think I tried to allude to something to that extent earlier when I was talking to Mr. Thompson, when we were talking about the marketplace.

One of the advantages certainly with the RNG would be it would allow us to have gas delivered directly into the distribution system.  So there certainly would be a benefit from that standpoint.

Whether or not -- I mean, we'll have to see how everything plays out and to the size of the volumes and the location and all of those things, but certainly it would be directly into the distribution system.  So there would be benefits.

MR. CASS:  That was all I had, Mr. Chair.  Thank you.

MR. SOMMERVILLE:  Thank you.

Well, I think we have come to the end of the evidentiary portion of the proceeding.  I would like to thank the panel.  You are excused.

And we are now at the point where argument-in-chief is appropriate.  Would you like to take a few minutes before we commence the argument-in-chief, or would you like to just jump right in, Mr. Cass?

MR. CASS:  I'm in the Board's hands.  I am ready to jump in.  I was hoping Mr. Maclean might get a seat somewhere close to me in case I need to be bailed out from questions asked by the Board Panel.

MR. SOMMERVILLE:  I think the Board will take a short break.  We will come back at 2:30.


--- Recess taken at 2:14 p.m.


--- On resuming at 2:33 p.m.

MR. SOMMERVILLE:  Thank you very much.  Please be seated.  Mr. Cass?


MR. CASS:  Thank you, Mr. Chair.

Mr. Chair, in addition to Exhibit KP1.1, I actually, I regret get to say, have an additional brief, although it is much smaller.

You do have that?  Thank you, Mr. Chair.

On top of that, to make matters worse, because of how this argument came together rather quickly this week, everyone should have at the back of their brief, their booklet, the most recent booklet, a loose Energy Board decision.  I just did not have the time this week to get that into the booklet.

So I hope that everyone has that.  There would be two items: the new booklet itself, and an Energy Board decision at the back of it.

MR. MILLAR:  Mr. Chair, would you like those marked separately, or as a single exhibit?

MR. SOMMERVILLE:  Well, I think -- you mean the loose –-

MR. MILLAR:  Yes.

MR. SOMMERVILLE:  I think they can be included in the original exhibit.

MR. MILLAR:  Okay.  So this is the exhibit just filed now by Mr. Cass, materials relied on by Enbridge for argument-in-chief, and that will be K41.1 -- pardon me, K4.1.
EXHIBIT NO. K 4.1:  MATERIALS RELIED ON BY ENBRIDGE FOR ARGUMENT-IN-CHIEF.

MR. MILLAR:  That will include the decision that is tucked into the end of that booklet.
Final Argument by Mr. Cass


MR. CASS:  Mr. Chair, for the starting point of my argument, I was going to ask the Board to turn up an item in the evidence.  It is probably not necessary at this point because, as it happens, it was addressed earlier today, I think perhaps in some questions from the Board Panel itself.  So you will be -- this will be very fresh in your mind.

As the starting point of my argument, I am beginning with Dr. Abboud's report, Exhibit B, tab 1, appendix 1, at page Roman numeral VII.

As the Board will recall, this is where Dr. Abboud sets out his conclusion that the potential for RNG in Ontario -- both short-term and long-term, I emphasize -- is 18 percent of current usage.

That constitutes six percent in the short term that can be potentially captured with existing technologies, plus the 12 percent over the longer term that could be captured by gasification.

I readily concede, right from the outset, this is clearly potential; this is not reality.

However, in my submission, we do know some very important things about this potential.

First, it is indigenous to Ontario.  As we all know, Ontario does not have much in the way of indigenous fuel supplies.

Second, it is certainly not insubstantial.  However you view it, six percent to 18 percent of current consumption is not an insubstantial potential of indigenous Ontario fuel potential.

Third, it's not a fossil fuel, and I won't go into all of the implications of that.  The Board has heard plenty of those things through the course of the hearing.

Fourth, to a large extent it makes use of waste.  If I might just digress on the waste point, there are -- to me, at least, there are two aspects of the waste point that the Board might think about as it considers this case.

The more obvious aspect, that some have perhaps dwelled on a little bit during this hearing, is the assistance to other bodies or entities like farmers and municipalities in dealing with their waste, that this proposal might bring forward.

I think what underlies the questions there is:  What's that got to do with the OEB?  That I will come to later in my submissions.  What's the OEB got to do with helping these other entities deal with their waste?

However, there is a second aspect to the waste.  As the Board has heard through the course of the hearing, many of these waste sources generate methane.  Methane is energy, and it can be captured, subject to the economics and the other issues, to the benefit of Ontario.

That part, I say, is very directly within what the Board does.

This takes me back to submissions I made on the preliminary issue, and I won't repeat them extensively, but the Board will recall my submissions about the objectives in relation to gas, one of which talks about efficiency and conservation.

And it doesn't actually talk about natural gas efficiency or conventional natural gas efficiency, even though it is on the gas side.  It talks about energy efficiency and energy conservation.

So I do submit to the Board that, on the waste side, insofar as there is an issue here about energy that is not being captured and used from an Ontario source, that is very directly within the Board's mandate and within that particular objective set out in section 2 of the Energy Board Act.

Anyway, to come back to the main thrust of this opening submission, the road I was going down was that we have these four, in my submission, very solid factors about this indigenous energy supply, the ones I have just been through: not a fossil fuel, not inconsiderable, makes use of waste, and so on, that at the very least, in my submission, warrant a careful consideration of what can be done to potentially realize this potential that Dr. Abboud has identified.

The Board has heard many times in this proceeding, I believe, in the evidence this week, that there is no Ontario RNG industry right now.

We do know, though, that there is the FIT program.  The FIT program has within it opportunities for biogas to be harnessed to be used for electricity generation.

The difficulty there, of course, or at least the issue that I suggest is important for the Board to consider, is the efficiency issue.  The point has been made repeatedly in this proceeding that this energy source can be harnessed more efficiently as RNG in the gas distribution system than burning it as a fuel to generate electricity.

The transcript has many, many of these references.  Just for the record, a few of them are volume 2 of the transcript, at pages 20 to 21, the same volume, pages 62 to 63, volume 3 of the transcript, pages 156 to 157.

Again, this is where I say that this case very much triggers the Board's objective in relation to energy efficiency.  If this potential is captured under the FIT program and the opportunities are lost for RNG, there's an issue there about the efficient use of this Ontario resource.

Terminology that was used -- I think I heard a number of times during the hearing this week -- was low-hanging fruit.  I suggest to the Board that there is a concern there, that if something doesn't happen on RNG, to think about where's the low-hanging fruit going to go, it is going to go to electricity generation, the less efficient use of this energy source.

In fact, this isn't the main thrust of the point that I am addressing now, but I think in relation to this concept of low-hanging fruit, I would ask the Board to consider that even in relation to the RNG program.  I mean, I think we all, through the course of this hearing, get a great sense of the temptation to go for the best projects.  Why worry about the farms or some of these other opportunities?  Why don't we just grab the best projects?

And my submission to the Board is to consider this energy resource of Ontario and what can be done to capture and harness it.

I suggest to the Board the concern that if there is just an effort just to grab the low-hanging fruit as easily as that can be achieved, that this Ontario -- this potential that Dr. Abboud has identified maybe never gets fully realized, as it might have under a different approach.

I just leave that for the Board's consideration.

My primary point here was in relation to the resource being captured for electricity because nothing is happening on the RNG side, and for no other reason, simply because nothing is happening there, it goes to the less efficient use.

I made this point during my submissions on the preliminary issue, so I apologize for repeating myself, but this was one of the reasons or one of the items in Exhibit KP1.1 which I relied during my preliminary submissions, really just to make the point that it is not only the applicants that are saying this about the efficiency and the most efficient use of the resource.  The government is saying this, as well.

So in Exhibit KP1.1, you could see that at tab 6, and I think it is the top of page 3.  Yes, it is.  There's -- again, I won't go into any lengthy submission on this, because I believe I did cover it in the submissions on the preliminary issue, but there is a heading there, "Efficient Use of Biogas", I think which makes the same point that I am making to the Board about RNG being the more efficient utilization of this Ontario resource than electricity generation.

This, by the way, is a document issued on the website of the Ontario Ministry of Agriculture, Food and Rural Affairs.  Everybody refers to it or many people refer to it as OMAFRA.

The concern then I am expressing to the Board is that if something doesn't happen on RNG, these opportunities are going to be lost to the less efficient usage, which is electricity generation.

The related point I am making to the Board, and I have done this previously, is that this does tie directly into the Board's objectives under section 2 in relation to efficiency and conservation of energy.

Now, an issue that arises in this context, and has of course surfaced in this hearing, is about the respective roles of the Board and the government.

In this context, at least one cross-examiner referred to legislative provisions that specifically addressed renewable energy on the electricity side.  That was at volume 3 of the transcript from pages 149 to 151.

The implication of this -- it's always dangerous to anticipate arguments and argument-in-chief, but the implication is the government of Ontario has done some things about renewable energy on the electricity side.  We should just stand by, wait for the government to act on the gas side with respect to renewable natural gas.

I can understand that perhaps this do-nothing approach has a superficial appeal, but I submit to the Board that the notion of waiting for the government to act for these reasons, looking at what it has done on electricity compared to gas, is in my submission actually not a reasonable one.

It goes back to some of the things that the witnesses talked about regarding the differences between what happens on the gas side and the electricity side in Ontario, as far as supply is concerned.  I think one of the places this was talked about was volume 2 of the transcript, page 159.

On the electricity side, as the Board is aware, there are many different levers and participants that have a role in relation to supply.  Many of these are government agencies or have some connection with the government.  These would include the OPA, Ontario Power Generation, potentially the IESO and other generators.

From the point of view of the government advancing renewable energy policy on the electricity side, it only stands to reason, to make these levers work, the government is going to take action.

In my submission, as the witnesses talked about, the supply side is very different in Ontario where gas is concerned.  First of all, local production is very small.  We know that.  Other than the local producers, the supply-side participants are basically the utilities and the marketers.  The marketers are not regulated.  Then we have the utilities.

The Board has a long history of regulating utilities.  More specifically, it has a long history of regulating the gas supply portfolios.  Given the Board's role with the gas utilities and their supply-side activities, specifically their gas supply portfolios, I ask rhetorically, Why would the government ever think that it should be taking steps on the gas side in respect of renewable energy and supply sources equivalent to those on the electricity side?  It is a very different situation.

And I go further.  I submit this is not just idle speculation on my part about the intentions of the government.  In fact, again, the documents that were in Exhibit KP1.1 reveal this sort of thinking of the government, that on the gas side it's the Board that has the role.

So that, again, is the same tab of Exhibit KP1.1 that I just referred to.  It is tab 6, and it is at the top of page 2.  At the top of page 2 of tab 6, there is a heading that starts with the question, "How is biomethane used?"

After some introductory words, there is a bullet point that talks about injection into the natural gas pipeline.  Perhaps I might just read it, if the Board would bear with me:
"Biomethane that has been upgraded into RNG must meet specific minimum or maximum levels for certain gasses..."

And so on.  I won't read it all.

"It must be pressurized and it must meet a variety of safety and metering rules.  Once RNG is added to the pipeline, it is considered to be no different from natural gas.  Depending on contractual models, it could be purchased by an end user or by the gas utility.  In Ontario, the process of pipeline injection is regulated by the Ontario Energy Board."

It is the government's expression, through OMAFRA, to potential participants in this industry that this is regulated by the OEB.

In my submission, it is not a reasonable proposition to sit back and say, Let's wait for the government to do something on the supply side with respect to renewable energy for gas.

Having talked about the role of the government, then obviously the next point for me to address is:  What's the role of the Board?  And I would like to make some submissions about that, as well.

During at least one examination, there were questions asked that seemed to be with a view to exploring the Energy Board's mandate to approve a program that has the sorts of benefits that are associated with the RNG program.

This is, for example, the waste benefit that I referred to earlier, and this implicit, if not explicit -- explicit question:  What does that have to do with the OEB?

In fact, the benefits are summarized in the common evidence at pages 8 to 10 of Exhibit B, tab 1.  As the Board will remember, these include things like greenhouse gas reductions, waste alleviation, support for the Ontario economy.

Just before I leave the benefits themselves and talk about the Board's mandate, again, with the use of Exhibit KP1.1, I would just like to emphasize to the Board that the companies have presented these benefits to the Board and have, I think, explained them very well to the Board, but at a high level.

And, in fact, if one digs deeper, there is a lot more to these benefits than you might think, just from a high-level categorization of them into these four areas.

This can be seen from Exhibit KP1.1, tab 6 again, pages 3 and 4.  This is OMAFRA's discussion of benefits.  And I emphasize benefits only from farm- and food-based biogas systems.  They go on for more than half of the first page and on to the second page.

So I won't read them all, but under "Material Treatment", there are three benefits.  Under waste management for food wastes and byproducts, there are another three benefits.  Under rural economic development, there is not only local fuel production, but also local synergies.

My point is, simply, if you dig deeper under these benefits, there's a lot more to them, and it is recognized by even the government.  It's not just from the applicants.  The applicants have presented them at a high level, and I think it is very valuable for the Board to consider them at a high level, but there is a lot to them.  They do have a lot of content.

So then the question is:  What's the Board's jurisdiction to consider these benefits?  And, in fact, at one point the witnesses were taken through the benefits virtually one by one:  What's the Board's mandate in respect of waste management?  What's the Board's mandate in respect of other things?


That's at volume 3 of the transcript, pages 153 to 157.

It is for this purpose that, in the new brief, Exhibit K4.1, I included this Township of Dawn case that is at tab 1.  Unfortunately, it is a fairly long and detailed case for a very straightforward proposition I am going to make to the Board.  However, it is just my submission that it is very important to refute this notion that, for the Board to consider benefits, one should be able to go to the statute and find a specific mandate to consider that benefit.  I just think that is not a correct approach.

So in the Union Gas and Township of Dawn case, it's clearly not an RNG case.  There is no RNG industry in Ontario now and there was not in 1977, so it is quite a different case.  It had to do with a situation where a local bylaw purported to regulate where gas pipelines could be located.  That bylaw actually went to the Ontario Municipal Board and was upheld at the Ontario Municipal Board level.

This created quite an issue opposite the role of the Ontario Energy Board in determining where gas pipelines should be located.  The Ontario Municipal Board decision was appealed to the Divisional Court.

I just want to take the Board to some comments the court made in that regard.  Again, this is not -- I hope, at least -- a startling or striking proposition.  I hope it is an accepted proposition, but I started to wonder about that through the course of this hearing.

At page 731 of the decision at tab 1, the court provides its general comments about the mandate of the Board.  These start in -- I guess it would be the second full paragraph with the words "In my view".  The court is talking about the Ontario Energy Board Act, and says:

"In my view, this statute makes it crystal clear that all matters relating to or incidental to the production, distribution, transmission or storage of natural gas, including the setting of rates, location of lines, and so on, are under the exclusive jurisdiction of the Ontario Energy Board."

Then skipping to the next paragraph:

"These are all matters that are to be considered in the light of the general public interest and not local or parochial interests."

Then similarly, over at page 735, the court had to grapple with the issue of what to do with an apparent conflict between the Ontario Energy Board Act and the Planning Act, and in this context -- sorry, I may have said 735.  Page 734, second full paragraph from the bottom.

In grappling with what prevails as between the Ontario Energy Board Act and the Planning Act, the court said:

"In the case before this Court, it is clear that the Legislature intended to invest in the Ontario Energy Board the widest powers to control the supply and distribution of natural gas to the people of Ontario in the public interest, and hence must be classified as special legislation."

The reason I rely on this case, Mr. Chair, is to make the point that it is foundational to the mandate of the Board that it is acting in the general public interest of the province of Ontario.  That is why -- at least one of the considerations that caused the Ontario Energy Board Act to prevail over the Planning Act in this particular situation.

The Board has a broad mandate to consider the general public interest of the entire province.

I submit to the Board that the types of benefits that are being talked about in this case cannot, by any objective person, be put outside the public interest of the province of Ontario.

How to deal with greenhouse gas emissions, how to deal with Ontario waste, including wastage of energy, Ontario economic development, these are all things that are within the public interests of the province of Ontario.  Within any interpretation I have ever encountered of the Board's jurisdiction, these are valid benefits for the Board to consider.  The Board can give such weight as it wishes to each of them.

However, it is not, in my submission, it is not a matter of saying:  All right, let's look at the Ontario Energy Board Act and see where it gives the Board a jurisdiction to take into account greenhouse gas benefits.  That, in my submission, is contrary to what the Board has done over many years in applying a public interest jurisdiction, which is to look at benefits to the province of Ontario.

The additional decision that I have handed up to the Board is, in a way, illustrative of what I just said.  So this -- I am going to find my own copy of it.

This is another decision on local gas production, again, this being conventional gas production.  The Board will remember that I provided one such decision in Exhibit KP1.1, that is at tab 8.  And the decision in KP1.1, I made my submissions during the preliminary issue and I won't repeat them, but the Board talked about some of benefits of local production, and essentially said in respect of Ontario gas supplies, the Board is not going to adopt an inflexible position in favour of lowest price, regardless of consequences.

So that decision is there, but I thought this other decision that I have brought today is interesting, because of the parallels to what I am submitting to the Board in respect of its consideration of the Ontario public interest.

It is not the entire decision.  I just provided extracts.  I hope that is acceptable.  It is a decision from EBRO-456-4.  It is actually quite a large panel of the Board that heard it.  I don't remember the circumstances of that, but it's the Chair and Vice Chair and four other Panel members at the time.

Interestingly, in this decision, as I read it, it seems to be the producers who are making the primary argument about the benefits of local production.

So if the Board wanted to read through the submissions on this issue, which I have included, you would see that there are submissions by OPI, which I believe to be Ontario Petroleum Institute -- I am not sure if it still exists --and also submissions by Pembina.

These entities were largely making the submissions about the benefits of local production, but I was really just intending to go to the Board's findings, which are at pages 97 to 98, in relation to benefits.  That is pages 97 to 98 of the Board Decision.

At paragraph 5.66, under the "Board Findings" heading, the Board says:

"Ontario production provides several benefits to Union, as noted by the parties to this and earlier proceedings.  These benefits include: an indigenous secure supply of gas."


That is part (a).

Part (b):

"...exploration and development activity, which develops new reserves and delineates reservoirs suitable for use in Union's storage system, and in addition, Ontario gas production provides local employment and income generation."

There's two points I take from this case that I would like to put to the Board.

First, here is an example of the Board looking at these general public interest considerations in deciding how to address an issue about the pricing of local production, in line with my submission that that is what the Board does; it considers the general public interest.

I also find paragraph (b) of -- part (b) of paragraph 5.66 to bear at least some analogy to this case.  The Board was recognizing that what it was doing would have some beneficial impact on exploration and development activity for conventional natural gas in Ontario.

That bears at least a parallel to what the applicants are saying here about a beneficial impact on production of RNG in Ontario.

From here, Mr. Chair, I am going to switch to a slightly different subject.

MS. CHAPLIN:  Mr. Cass, maybe just before you leave that -–

MR. CASS:  Yes.  Mm-hmm?

MS. CHAPLIN:  -- I am just wondering if another -- and I don't know if this is a comparable situation, so this is what I would ask you to comment on.

We have periodically in leave-to-construct applications been asked by parties to consider how that gas was going to be used, and parties have taken a variety of views, sometimes in opposition to how that gas was going to be used.  And the Board has typically determined that that is beyond the considerations that are appropriate in a leave-to-construct case.

And I am just wondering if there are any parallels here, or how you would distinguish this situation, in which you are suggesting that the characteristics around the source are a relevant consideration.

So I am juxtaposing that with the characteristics of a load using it are not -- we typically have not considered.

MR. CASS:  I'm sorry, Ms. Chaplin, I'm afraid I'm not going to be as helpful as I should be.  I used to do a considerable amount of leave-to-construct work.  I well recall, in virtually every case that I was involved in, a submission that would ultimately come to the public interest, much as I am saying here, that the Board would consider a variety, much different factors.

You wouldn't find them in the statute, but they would go to the public interest.  My memory is not bringing to mind the sort of thing that you are talking about where it has to do with the usage of the gas and the Board would say it is not going to consider that.

So this is where I'm feeling I am not going to be responsive to your question.

MS. CHAPLIN:  That's okay.  Maybe Union can think about it.  I am wondering if it was Greenfield.

MR. MILLAR:  Perhaps Greenfield Energy Centre.  It was a bypass application, perhaps.  There have been a few of them.

MS. CHAPLIN:  Anyway, if you can't help me, that's fine.

MR. CASS:  Again, Ms. Chaplin, from my weak recollection of leave-to-construct cases, at least those I was involved in, the general public interests of the province of Ontario was an important consideration for the Board.

Ms. Chin tells me that the example that you are referring to perhaps relates to use of gas for power generation.  Is that --


MS. CHAPLIN:  Yes, it did.

MR. CASS:  -- heading in the right direction?

MS. CHAPLIN:  And that may or may not be relevant.  The gist of my point was that, in leave-to-construct applications, we do not take into consideration how well or badly the gas is used by the customer that's going to be served as a result of the leave-to-construct, if I can put it in the most bald terms.

Whereas here, in this situation, you are suggesting we should take into account the merits of the supply source, the merits that kind of go beyond price, competitive price.

So I am just positing the question of whether or not there is an appropriate distinction, or if in fact there should be a consistent treatment.

MR. CASS:  Ms. Chaplin, certainly my submission to the Board would be that benefits that appear to be indisputably benefits, and hard to argue that they're not for the general benefit of the province of Ontario, the Board should take them into account.

Now, the example you are referring to as to how a particular customer is going to make use of the gas, does that fall into the Board's consideration of the general public interest of the province of Ontario?  I would have to take that one away and think about it.

My submission would be that if it is part of the public interest of the province of Ontario, the Board should think about it.  But I am not sure that it falls within that framework.  It's certainly my submission to the Board, and a very strong submission, that where there are benefits to the province, that those are valid considerations for the Board, and more than just valid.  The Board should consider them.

Again, it is up to the Board what weight, what impact it is going to have in the final decision, but they certainly should be considered.

As I am going to say later in my submissions, one thing about the benefits in this case - and I can be corrected if I am wrong - there doesn't seem to be a lot of dispute about them.  There's issues about, you know, How do they fall into the Board's mandate?  There is various issues like that, but I didn't hear a lot of challenge to the fact that these benefits exist.

In my submission, the Board should feel hard pressed to say, We're not even going to consider that when we take into account the public interest.

It may be your decision goes the other way in the end result because of how you weight things, but, in my submission, they should be considered.  Sorry I couldn't be more helpful in a direct way to your question.

Actually, my next point does, I suppose, relate to this issue about these broader public interest benefits, because I did want to talk a little bit about greenhouse gas emissions.

Throughout the course of the hearing, there was I think a considerable amount of discussion about potential future monetization of the cost of greenhouse gas emissions.

My submission to the Board is that this potential for future monetization of the cost of these emissions is a very important consideration in this case as the Board takes into account the broad public interest.

This was addressed I believe by Mr. Maclean.  I'm sorry, I don't have the reference.  I wasn't able to turn it up in the time available to me.  But the Board, I think, will remember that the point made by Mr. Maclean was that without the ground work that would be laid by the RNG program, when a price is attached to greenhouse gas emissions, customers at that point are going to have very limited options.

By the way, I will be coming later, with the use of the new booklet, to how close we are to -- actually under legislation to monetization, in case you are wondering about that.

But at this point I am simply addressing this concern that if we approach -- take this do nothing approach and wait for something to happen, that as Mr. Maclean described, customers then are going to have not a lot of choices.

They either absorb this new cost, monetize -- I shouldn't say "new cost".  It is not new.  It is there.  They either absorb the monetized price of greenhouse gas emissions, or they try to switch their equipment to another fuel source.  Without another option in place, there is not too many things that they can do.

To put it very crudely, and I apologize for this, but, in a way, these applications are essentially saying to the Board, Let's not just bury our heads in the sand and say we will worry about the monetization of the cost of carbon when it happens.

Mr. Maclean -- I think I do have the transcript reference for this.  It is volume 2 of the transcript, page 13.  Mr. Maclean talked about the fact that it is going to take a fairly long time to develop a supply-side option to give the customers another option.

And he said, as he put it, We shouldn't take a long time to react; otherwise, the problem is going to be upon us.  And by "us", I think that includes customers.

So the point in relation to monetization of greenhouse gas effects is to give the customers, as well as the utility - I think in the evidence it was at least once called protection - the protection of an additional option when this happens.  One can't sit back and wait.  At least some groundwork needs to be put in place.

The related point that I wanted to make on this subject - and I gave it away, actually, with a slip of the tongue a few sentences ago was - is this cost of greenhouse gas emissions exists now.  The fact that it hasn't been monetized doesn't mean that this cost doesn't exist.

So just trying to put this into a framework to help an understanding of the rationale for the structure that the utilities have put forward, customers burning natural gas in Ontario at this time effectively are not paying the cost of the greenhouse gas emissions.

So if you look at that in terms of the applicants, who are their customers that are in this situation?  Well, the customers to whom the applicants supply conventional natural gas for consumption are system gas customers.

Effectively, the utility's proposition is these customers to whom we supply gas for consumption are not, at this point in time, paying the cost of the GHG emissions.

Now, I have referred a couple of times to the legislative underpinnings for this.  And where I wanted to start from on my next submission is that Mr. Maclean talked about a concern regarding changing attitudes with respect to fossil fuels and greenhouse gas emissions.

That was at volume 2 of the transcript, page 11.  In fact, Mr. Maclean is not a lawyer, of course, so he couldn't talk about the legislation or what's been happening at a legislative level in the province.

I would submit, though, that Mr. Maclean in fact rather understated it by talking about changing attitudes.  It is happening.  It is real in government legislation, and this is part of why I have brought the new material, the new booklet, Exhibit K4.1.

A useful starting point - and particularly in response to some questions you had earlier today, Mr. Chair - is the response to VECC Interrogatory No. 1, part (f).  So that is Exhibit I, tab 15 -- sorry, Exhibit I-15-1, VECC Interrogatory No. 1.

If the Board had that available-- I don't know how readily you can turn it up -- it lays out, in fact, statutory underpinnings of what the applicants are proposing.  That is page 3 of 4 of Exhibit I-15-1.

So the first of these is the Green Energy Act.  That is in Exhibit K4.1, and I will make submissions about that.

The second is the Environmental Bill of Rights.  I did not bring that today.  I don't have a specific submission about it.

The third is the Environmental Protection Act.  It is also in Exhibit K4.1.  I will make some submissions about that.

The final one is section 2 of the Ontario Energy Board Act.  You have already heard my submissions on that.

By "final" I mean the last in the list.

And I skipped over the Nutrient Management Act.  This was the one you asked about today, Mr. Chair, and I had my finger on the button to speak about it because it is part of the legislative underpinning that is referred to here.  If I had known you would ask about it, I would have included it in the brief.  I apologize that I did not.

Going from memory -- and I hope I don't misspeak by doing that -- as Mr. Camirand explained, it does set up a legislative scheme for non-farm wastes to be used in anaerobic digesters on farms, and there is a percentage limit.  I think it is 25 percent, as Mr. Camirand said.

There is even a long acronym that I have been struggling to remember today for this provincial legislative program for non-farm wastes to be incorporated into farm-based anaerobic digestion.  I'm sorry I don't have it here today, but that is part of the legislative underpinning, that the government has set up a program, or one might call it more restrictions, I suppose, restrictions upon this can be done on farms for anaerobic digestion.

However, the items that I wanted to refer to more directly are the ones that I just referred to, and they're in Exhibit K4.1.

So the Green Energy Act is at tab 2 of Exhibit K4.1.

I will try to go through this quickly, essentially because I don't put this forward for a strong purpose, other than just to show that the things you have been hearing about in this proceeding and the evidence about the direction that this province is going in as far as fossil fuels and greenhouse gasses are concerned, this is very real from a policy point of view and it is very real from the point of view of the actions the government has been taking.

These are just a few examples that I was hoping to put to the Board today, just to bring some reality to this, because it is happening.

Those that ask questions or wonder where the legislative underpinning is, it does exist.

So if I could start with the Green Energy Act, that is at tab 2, I think I have indicated to the Board, of Exhibit K4.1.  And I would like to begin by referring the Board to the preamble, really just the first sentence:

"The Government of Ontario is committed to fostering the growth of renewable energy projects which use cleaner sources of energy, and to removing barriers to and promoting opportunities for renewable energy projects and to promoting a green economy."

I stress, first of all, this is not just renewable energy for electricity.  Nowhere does it indicate that this is confined to electricity.  This is the government's commitment to fostering the growth of renewable energy projects.

Also, I would just draw an interesting parallel between what is said in that first sentence of the preamble of the Green Energy Act to some testimony -- I think it was by Mr. Goulden -- in this case.  It is volume 2 of the transcript, page 160.  It is short, and I will just read it, if I can find it.

So at line 14 of page 160, Mr. Goulden says:
"The second part of enabling the industry is really around trying to address this major barrier of a marketplace failure, where there aren't sufficient forces to give the price certainty and price amount to allow this market to foster at this moment in time."

So Mr. Goulden and the applicants are talking about removing barriers, and that's exactly what the government is talking about.

In fact, perhaps some might see this as a stretch, and perhaps I should only put it forward as my personal view, but I suggest to the Board that you could read that first sentence of the preamble of the Green Energy Act and it would be a very good, high-level description of the RNG program.

Renewable energy project, cleaner source of energy, removing barriers, promoting opportunities.

I submit to the Board that from a policy direction point of view, this RNG project is very much aligned with that statutory statement of government policy.

So I said that I was going to refer to these references for two reasons, one to show the direction of government policy, one to show what is actually happening.

And again, I hope not to spend too much time on it, but it does take a bit of time to work our way through this.  So I've just got some examples to show what is actually happening to get some activities going around concern about greenhouse gas emissions associated with fuel sources.

So still looking at the first page of the Green Energy Act 2009, there are some definitions there, and you will see "Renewable energy source."  It means:

"An energy source that is renewed by natural processes, and includes wind, water, biomass, biogas, biofuel."

So, you know, much as the government may have taken actions on the electricity side, the government's notion of a renewable energy source clearly includes biogas.

So what are a couple of examples of what the government is doing to take some steps towards consideration of these issues?

One example relates to government facilities themselves.  These are just extracts, of course, from the statute; I haven't included the whole statute, but the next page of the extract I have included is section 10 of the Green Energy Act, and this is in relation to government facilities, what's going to be happening with government facilities.

Well, section 10, I won't read it all, but in constructing, acquiring, operating and managing government facilities the government is going to be guided by certain principles,

Under 1, it is:

"Clear and transparent reporting of things that include the amount of greenhouse gas emissions associated with government facilities."

Under 4, it is:

"Using renewable energy sources to provide energy for government facilities."

Renewable energy sources include biomass.  This is an actual step in the direction of putting into effect reporting about greenhouse gas emissions and using renewable energy sources.

Then another actual step in that direction is at tab 3 of Exhibit K4.1, if I could take you there.  This just came into force January 1st of this year.  I am probably telling the Board things they're well aware of, but this is a Regulation under the Green Energy Act.  It is called, "The Energy Conservation and Demand Management Plans Regulation."

This is taking this concern about greenhouse gas emissions another step, beyond just strictly the government buildings.

Now, public agencies under this new regulation have to take action.

If you look at the definition of "public agencies" -- sorry I'm going fairly quickly here, but I didn't want to burn up too much time on this -- the definition of public agencies is in section 3.  It includes municipalities, it includes post-secondary educational institutions, hospitals and school boards.

These organizations are going to have to start to prepare these energy conservation and demand management plans under section 4.

The energy conservation demand management plans are composed of two parts, the first of which is a summary of annual energy consumption and greenhouse gas emissions.  That's subsection (2), part 1 of section 4.

Then under subsection 5.1, part (a), it is clear that this applies in respect of heating or cooling.  So subsection 5.1:

"A summary of the public agency's annual energy consumption and greenhouse gas emissions must include a list of energy consumption and greenhouse gas emissions for the year..."

And so on, skipping some words:

"...that are conducted in buildings or facilities the public agency owns or leases that are heated or cooled, and in respect of which the agency essentially pays the invoices."

So, again, this is moving more and more in the direction of attention being paid to the greenhouse gas emissions of energy users and, in this context, heating and cooling.

The actual types of facilities covered by this are in table 1 of the regulation.  So you can see various kinds of municipality facilities, post-secondary educational institutions.  Opposite school board, it includes schools, administrative offices and facilities, parking garages.  Opposite public hospitals, it is facilities used for hospital purposes, and so on.

So more and more energy users are going to have to start paying attention to their greenhouse gas emissions.  This is actually happening.

Then at tab 4 of Exhibit K4.1, I have included another -- this, again, is more just to show policy direction.  Actually, I found it quite interesting, in relation to what we saw this morning, insofar as the unique perspective of the Fraser Institute is concerned.

This is a statute of the province of Ontario that was past when it amended the Environmental Protection Act, and it, too, has a preamble.

I won't read it all, but this is the government of Ontario's statutory policy:
"The Intergovernmental Panel on Climate Change that was set up by the World Meteorological Organization and by the United Nations Environment Programme has concluded that warming of the climate system is unequivocal and that most of the observed increase in global average temperatures is due to human activities."


That's a statutory statement of the Ontario government policy.  The Fraser Institute may have its own unique perspective on these things, but it is certainly not in line with government of Ontario's statutes.

Just a couple of other things from this preamble.  Then the third paragraph:
"Taking action now to reduce greenhouse gas emissions is less costly than the potentially severe economic impacts that are risked by inaction."


Then this preamble goes on to talk about how Ontario has joined the Western Climate Initiative, as probably everyone in this room is very much aware, which itself, the members of this initiative are working towards a regional cap and trade system.  And the purpose of this amendment to the Environmental Protection Act was to put in place the statutory framework for the regional -- for Ontario's cap and trade system.

So without going into great detail, this is the statutory framework.  It does exist, and it has not been proclaimed, as I will come to in a moment.  The government has not proclaimed it, but it does exist in a statute.  It is not imaginary or speculative -- sorry, Mr. Chair.

MR. SOMMERVILLE:  Is the Western Climate Initiative still operational?

MR. CASS:  That's certainly my understanding, Mr. Chair.  I know in the case of Quebec, they recently -- not all that long ago indicated their commitment, and I believe they put in place the legislative instruments for this, that their cap and trade program under the Western Climate Initiative came into effect January 1st of this year on a transitional basis, and comes into effect on a full compliance basis January 1 of 2013.  My understanding, it is still effective.

I think it would be fair to say the members have not moved in accordance with the timetable.  I think the original timetable was an expectation that a number of them would have moved as of January 1st, 2012.

But, as far as I am aware, it is still in existence.  Anyway, this is the statutory framework.  It does exist.  It talks about:

"The Lieutenant Governor in Council may make regulations establishing programs and other measures for the use of economic and financial instruments ... including without being limited to emissions trading..."

That's in the new section 176.1 of the statute.  It talks about amounts being paid into a greenhouse gas reduction account, to result from the distribution of these instruments under regulations that have yet to be made.

So I included at tab 5 just the -- an extract from the Environmental Protection Act as it now exists.  It is nothing different than what was at tab 4.  Tab 4 is the amending statute that put this into place.

I have just included tab 5 to, again, show this is an existing statute on the books much the province of Ontario, as you would see at the top of page -- I'm not sure why it says page 1 of 2, but it says:
"On a day to be named by proclamation of the Lieutenant Governor, section 176.1 is amended by adding the following subsections..."


The sections exist.  They are in the statutory framework.  It just remains for a proclamation to be made to put them into effect, and obviously there would need to be regulations to give the details of the cap and trade scheme.

But it is certainly not imaginary.  It does exist.

In conclusion, Mr. Chair - I hope I haven't gone too much longer than I said I would - I wanted to make some submissions about what I would call the ideal becoming the enemy of the good.

We know that there is currently no RNG industry in Ontario.  The Board has heard that repeatedly.  There is, for example, a point where Mr. Goulden said this.  I think it is volume 2 of the transcript at page 161.  He says:
"Currently, it is only developed in the electricity side of the business.  It's not developed in any way, shape or form in the natural gas side of the business."


Despite this state of affairs in Ontario, we do know some things about some developments that I would say are quite important more generally speaking.

What is now the Fortis BC program has been approved by the BCUC, for one.  Second, the Board heard in the evidence in this case about how potential RNG suppliers are actually looking to the utilities for leadership.  Enbridge was in discussions with the City of Toronto, the Board heard in the evidence, and, when that was happening, others were actually coming forward to Enbridge to see what could be done.

So the suppliers are there looking for some leadership.

And the third thing that we know is that the FIT program is capturing biogas.  As we await an RNG program on the gas side, if it's going to happen, the FIT program is capturing biogas for electricity generation.

So in light of these developments, I submit to the Board that the utilities have brought to the Board a proposal that they have very carefully thought out, including a lot of attention given to ratepayer impacts.  I think the Board has heard the evidence that really the design of the program more or less started with ratepayer impacts.

In doing this, they carefully thought out a wide range of alternative structures, and this was addressed in the response to Board Staff Interrogatory No. 5.  It is Exhibit I-1-5.  At page 2 of that interrogatory response, the applicants laid out a number of the considerations they addressed in developing the program:  Is there a need and benefits for such a program?  Do customers desire and support such a program?  Do the utilities need to be involved and, if so, should they be involved?

And the list goes on?  So it was a very careful process and a very well thought out process of developing a program for the Board.

Then this interrogatory response goes through, in some detail, laying out all of the thinking that the utilities went through as they considered other alternatives.  These include voluntary signup, which can be loosely referred to as either an opt-in or opt-out.  They include the request for proposal concept that we heard a lot about, renewable portfolio standard.

It's quite a lengthy interrogatory response.  I won't go through it all.  However, it does show how carefully the utilities have thought this through in putting together their program.

So on the concept of RFPs, for example, obviously it has appeal for certain reasons, and these are recognized in the so-called pros - that is P-R-O-S as opposed to the other kind of prose - on page 3 of this exhibit.

However, the disadvantages are also laid out there, as well.  And the one aspect of this that I wanted to emphasize to the Board that came out during the evidence is just the difficulty of having an RFP process in an industry that doesn't exist, that there is no RNG industry now and the difficulty for proponents and the utilities to run an effective RFP process.

So what the utilities did, as you can see from this exhibit and you have heard in the evidence through the course of this week, is they had a lot of considerations to balance.

They came forward with a program that, in their view, is affordable, and it is straightforward and practical.

You would have heard a number of times the witnesses talk about the fact that the more complicated the program becomes to administer, the more the actual cost of it gets eaten up in administration and it doesn't actually go to RNG production.

So the utilities tried very hard to balance all of these considerations, look at all of these alternatives, and come forward with a reasonable and practical program that has -- that is most likely to work.

Through the course of this week, we have heard many possible variations on this, and of course, there are many possible variations.  There's no doubt about that.

One very valid perspective is about costs and containing the costs and different approaches to the cost.  I think the evidence reveals that the companies had a very great concern for minimizing the costs and optimizing the RNG production from whatever money is spent.

However, the applicants have not found a way that this can be done at no cost, and I don't think that anybody has found that.

On the other side, we have suggestions like let's find a way to pay for the maximum greenhouse gas reductions and have some kind of a system to screen candidates to get the maximum bang for the buck in terms of greenhouse gas reductions.

Again, it's certainly a valid goal [corrected].  It is the complexity, the difficulty that it adds to a program that's been structured so that it will work, as opposed to one that is going to attempt to meet every agenda of every stakeholder who might have input on this issue.

So this is where I urge the Board to think about where the ideal becomes the enemy of the good.  This is where I said to the Board that it would be my submission that there have been a number of benefits described to the Board about this proposal, and there's been really little effort, if any, to undermine the existence of these benefits.

There's been questions about Board mandate and policy, and things like that, but really little question that these benefits exist, or could or would exist if the program was allowed to go forward.

I urge the Board not to let these good things be lost in the pursuit of perfection.  Pursuit of the ideal should not cause us to lose sight of the meaningful benefits that can be realized under the proposed RNG program.

Thank you, Mr. Chair.

MR. SOMMERVILLE:  Thank you.  Just a note for the transcript, I think at line 17 of page 172, the term "Again, it is certainly not a valid goal," I think what you -- I think what you said or meant to say that it is a valid goal.

MR. CASS:  I apologize.  Thank you so much.

MR. SOMMERVILLE:  That is a correction we can avoid later.

MR. CASS:  Thank you so much.  Mr. Poch would have shot me.

[Laughter]


MR. CASS:  Thank you.

MR. SOMMERVILLE:  Thank you, Mr. Cass.  Mr. Smith?
Final Argument by Mr. Smith

MR. SMITH:  Thank you, Mr. Chair.  Just a few preliminary matters.

MR. SMITH:  We adopt the submissions of Enbridge's counsel in their entirety, and I regret that at this time we have no further light to shed on the issue raised by the Vice Chair in her question.

So I would just like to start out by noting that the utilities' prefiled evidence -- that in the utilities' prefiled evidence, rather, and in the evidence you have heard in the course of this hearing, the utilities have advanced their case for approving the application as filed.

I do not propose to revisit all of the evidence in support of the utilities' case for approving these applications.  It is evident that the Panel knows what the utilities are asking for and why the utilities think these applications should be granted.

In his argument-in-chief, Mr. Cass has made the case for approving the application as filed.  I also do not propose to revisit the arguments advanced by Mr. Cass.

In what may be taken as a flagrant attempt to ingratiate myself to this Panel --


MR. SOMMERVILLE:  Never a bad idea.

[Laughter]


MR. SMITH:  I am going to try to limit myself to submissions of 15 minutes or less.  All right.  So there are two basic issues I would like to deal with.

The first has to do with the Ipsos-Reid survey.  During the course of the hearing, a lot of questions were asked, the thrust of which appeared to be that there were grave problems with the Ipsos-Reid survey, that people had been misled, that this was an almost devious document.

In my submission, any such argument has no merit.  This is a great document for us, and I will be taking you through why I believe that is the case.

The second issue that I will be touching on is the issue of what I will call the omnibus undertaking, which is I believe -- is it J1.4?  J3.1.

I think you know the undertaking I am talking about.  It's, in its way, a sequel to the Board Staff No. 5 that Mr. Cass just took you to.

My point with the omnibus undertaking is really going to be to signal that while the utilities believe and Union in particular believes that the application as filed is the way to go, we are disinclined to let the perfect or the ideal be the enemy of the good.

And if that means accommodating certain things, then, you know, Union is certainly open-minded about that.

The other part of that is I think I would just like to take a few minutes and talk about some things that really, in our submission, would be -- would render the project a dead letter, would fundamentally make it inoperable from our point of view.

So I will turn, then, to the survey.  And as I say, there have been a number of submissions made about the problems with this survey or the alleged problems with this survey.

One of them, I think it was Mr. Warren who suggested that it should have been made clear to survey respondents that this program would cost $1.2 billion over 20 years, or something to that effect.

In my submission, this is not a helpful way to approach surveying questions of willingness to participate on the part of system gas members.

We are simply not in a position to provide a tutorial which, I think, at a conservative estimate would require 15 to 20 minutes at the least, to give, you know, survey respondents a primer on the nature of energy regulation in Ontario.

And it is only in that context that that sort of question can be properly understood and made sense of.  Otherwise, it is just a big number, and respondents would have no context for dealing with it.

In our submission, the course that was taken in putting together this survey is the right course, and that is to try and frame things as clearly as possible so that respondents can understand what it will mean for them, the proposed thing -- what Ipsos-Reid refers to as the "ballot question" -- and then can make an informed response on the basis of that.

And in my submission, that is exactly what happened, and I will be taking you through the survey to do that, because in a lot of the questioning on the survey we were looking at drafts, and think I it helps to look at the survey and the report itself.

So if I could ask you to turn that up, it is at appendix 3 of Exhibit B of the application.

I want to start by addressing something that you raised, Mr. Chair, in a question -- I believe it was yesterday -- about this issue of 19 percent, and respondents apparently saying -- well, 19 percent think:  Well, hopefully it will save me money.

You had some comments about how that might give us pause, and I think that makes sense, but if we go through it in order, I think we will find that that is not really the problem it appears to be.

So I think the place to start here is on page 14.

On page 14, we see that only 39 percent of residential gas customers said they had heard of biogas.  So the starting point, in my submission, is that respondents don't know a lot about this.

And then the next thing we note, of course, is this 19 percent, which you see at page 34 and also at page 16.  I will turn to page 16 first, because it is near page 14.

We see that the top response is:  "Good for the environment."  The second top is:  "Hopefully saves me money," 19.  The third is:  "Support of alternative energy."  The fourth is:  "Clean energy source."  Fifth is:  "Renewable source."  Sixth:  "Less dependence on natural resources."

So, in my submission, a lot of these, other than hopefully it saves me money, are about environmental benefits.  There's a general sense that there might be an environmental premium here.  There is also a sense, which we know to be mistaken, that it might save people money.

The next thing to look at is the question that preceded this.  So if we turn to page 52 -- sorry, that is the wrong reference.

If we turn to page 46, we will see at the top of the page that there is the question about whether you strongly support, somewhat support, somewhat oppose or strongly oppose your natural gas utility purchasing biogas to meet the gas supply needs of its residential customers.

And then there is the question that follows, which is:  And why did you say you support your utility purchasing biogas?

So it is at that point that we get those answers, and that precedes what Ms. Guiry called the ballot question which follows it, which sets the record straight with respect to the hypothesis of, Hopefully it will save me money, because it couldn't be clearer, in my submission.

The question is:  If your utility purchased biogas and the result was that your gas utility bill increased by 4 percent, which is about $3.00 more per month, would you strongly support, somewhat support, somewhat oppose or strongly oppose your utility purchasing biogas?

So I recognize that in the way the report is written, there is a little bit of ambiguity and it can cause confusion, and I am thinking, in particular, of page 16 of the report, where it said that:
"Of those who support natural gas utilities purchasing biogas, most indicate they do so because they feel it is good for the environment (23%).  This is followed by the inclusion of biogas will help them save money (19%)."


In my submission, the report perhaps does not make clear what is abundantly clear when we go to the survey itself, and that is that there is no confusion here.  This is a clear question, a ballot question.

So I would now like to shift to a related issue, which is an issue that the Vice Chair has raised, and I believe the Chair has raised, as well.  That is about the issue of variation between support for the program, which, as you know, is robust, and variation -- and expected participation in an opt-in program.

I think there is -- it is a legitimate question that has been raised.  What does it mean that we have this very wide variation?  One of the answers, which you were given in evidence from the survey portion of the overview panel, is that, for starters, marketing this sort of stuff takes the utilities out of their area of core competency.  It is very expensive and it is hard to convince people to do it.

I am going to suggest that part of why that is the case is because there is a general understanding out there that voluntarism, in terms of doing something like fighting climate change, is not going to do it.  We have a collective action problem.  That's generally recognized.

The Panel will be familiar with the concept of the tragedy of the commons.  I will read in a definition of that, just so it is in the record:
"The tragedy of the commons is a dilemma arising from the situation in which multiple individuals, acting independently and rationally consulting their own self-interest, will ultimately deplete a shared limited resource even when it is clear that it is not in anyone's long-term interest for this to happen."

So what am I trying to get at with this?  In my submission, people have a strong intuition of this.  Opt-in programs are voluntary programs.  They're not particularly well suited to combatting a collective action problem.

And what we have in the case of climate change is a collective action problem related to the biggest negative externality arguably in human history.

So if people feel like they're acting alone to combat something like that, it's hard to believe that voluntarism is really going to make a difference.  However, in my submission, this question in the survey posits a collective response scenario to a collective action problem, and that, in my submission, is far more appealing.

The question becomes, Am I willing to forego, you know, let's say, six sort of high of end cups of coffee in the course of a year to make a modest contribution to what I recognize to be a real collective action problem?

And, in my submission, what the survey says is that the majority of our customers clearly say "yes" to that proposition, and to me that is a good news story.

As Mr. Cass said a few times, we heard from the panel, the overview panel, that, you know, we're trying to do the right thing here.  And in this document, in this survey and in the results of this survey, in my submission, what we're seeing is the utilities trying to do the right thing and getting it right with response to framing something that customers can buy into.

Those are my submissions on the survey.

So now turning to the second issue, and I will be very brief here.  What I am calling the -- can I have some water, please?  Thanks -- the omnibus undertaking, the sequel to Board Staff No. 5.

I am going to repeat my initial submission that, in our view, the application as submitted is the way to go.  But we are not going to let the perfect -- what we think of as the relatively perfect be the enemy of the good, and there are certain things that, you know, we would be open to seeing changing without fundamentally undermining the program, but there are certain things that we're not really too keen on, from that point of view.

One of them is changing from the program, as we have it, to an opt-in or opt-out scenario.

In my submission, this just fundamentally is going to undermine the planning certainty that is completely integral to any sort of program like this.

So to speak to that just briefly, I would like to take you to page 81 of volume 3.  You don't need to turn it up.  I will maybe just read it into the record.  This is Mr. Goulden's evidence on the importance of this.  He says starting at line 10:
"And the benefit of having that volume that the program will grow to, provided you have demand for that, is, in fact, you have some planning certainty with regards to being able to commit to supply, being able to commit to contracts with potential suppliers.  So one of the significant benefits of our program, in contrast with the sort of opt-in/opt-out option, is if you have opt in and opt out, you no longer have demand certainty.  If you no longer have demand certainty, then in fact what you don't have is you don't have the ability to grow the supply in a planned, certain way.  And, consequently, that uncertainty means you can't have contracts, and, if you can't have contracts, you can't develop the market.  So it is a bit of a chicken or egg thing, and we recognize there's some heartache with regard to the concept of a mandatory program, but that is why we need a specific demand around the RNG program, because otherwise you don't have sufficient certainty allowed -- to allow the supply to grow."


So that is an example of something that really wouldn't work for the utilities.  But I would like to disaggregate that from something that I think it has been lumped in with a little bit in the course of this hearing.

And that is the planning certainty that comes with -- that comes from not interfering with contracts.  That's necessary, but that doesn't mean that you can't have review.

There's been some talk of reviewing contracts, and that can be a little ambiguous, I guess.

If that means in any way interfering with a contract once entered into, then that just -- it fundamentally undermines planning certainty, but if that means reviewing a program after a certain amount of time to see if the contracts are generating the desired results or if some tweaking is required, without interfering with existing contracts and undermining planning certainty, well, then that is something that is very reasonable, in our submission.

So finally, to end things on an optimistic note, just a few things that we could be amenable to, some changes.

We recognize that there's been, you know, some temptation to go for the low-hanging fruit, as we have talked about.  We just -- we recognize the economics are certainly appealing, but we're mindful of the technology benefits that will come through AD, the AD portion of the program, and particularly how, as Mr. Goulden said in his evidence this morning, that's going to inform the development of gasification technology, which is -- you know, insofar as there's an elephant to be hunted, that is certainly it.

So we wouldn't want to see that fall away completely, but if things were to be tweaked in such a way as, you know, a little more low-hanging fruit, a little less of the, you know, small stuff or expensive stuff, we can probably live with that.

And this will be taken up more fully in our response to the omnibus interrogatory.

Those are my submissions.  Thank you.

MR. SOMMERVILLE:  Thank you, Mr. Smith.

I think that concludes our day.

We've -- with the really -- oh, Mr. Brett?
Procedural Matters


MR. BRETT:  Mr. Chairman, I apologize.  I wanted to raise a procedural issue that Mr. Thompson was going to raise before he left, but he forgot to do so.  It will take me just a minute.

MR. SOMMERVILLE:  Sure.

MR. BRETT:  I apologize for interrupting the flow.

As you may know but probably don't know, on May the 17th of this month, May 17th, there is an energy law forum being held just outside of Quebec City.  It had been planned many months ago.

As you know, that is a forum of lawyers involved in energy practice.  Several of the lawyers that are in this hearing are attending that forum, including Mr. Thompson, Mr. Warren, and I was tentatively going to attend, although I will not, under the current circumstances.

I think that Mr. Warren and Mr. Thompson, as Mr. Thompson tells me, were going to take advantage of the offer to submit written argument.

On the other hand, I know that from comments that you have made -- and I understand, I think, the issue or the reasons why -- the Panel is quite anxious to have oral hearing and being able to ask the counsel questions on their submissions.

What I am wondering is whether it would be at all possible to consider moving the date for oral argument back into the following week some day?

I must say quickly that I haven't had occasion to canvass counsel for the utilities.  This just came up today, because I expected Mr. Thompson was going to address it, but if that were possible, that would be of great assistance.

I don't know whether that is possible from the point of view of the Board's timetable or not, but that is my request.

MR. SOMMERVILLE:  Mr. Cass, Mr. Smith, any comment about that?

MR. CASS:  Mr. Chair, actually, Mr. Brett did canvass it with me.  I consulted with Enbridge on it, and what I expressed to Mr. Brett and I would express to the Board is that, of course, Enbridge would like to bring the hearing to a conclusion as rapidly as possible, but if an accommodation is needed for these counsel on that particular date and it is a matter of falling into the following week, Enbridge is not going to have a problem with that.

MR. SOMMERVILLE:  Thank you.  Mr. Smith, any...

MR. SMITH:  I think that can be accommodated, from my perspective.  I will just have to consult with Union, but I know, from my own perspective, late in the week would be better.

MR. SOMMERVILLE:  We won't try to set the date now.  We will take the suggestion under advisement, and as long as there is not a substantive objection on the part of the applicants, we will start the wheels turning to see if we can give some accommodation here.

MR. BRETT:  Thank you very much, sir.

MR. SOMMERVILLE:  Certainly it is the Board's preference to have oral argument.  So we will try to come up with something, and I am sure Board Staff has the facilities to canvass and to sort this out.

So thank you, Mr. Brett, for raising that.

Our work today is finished.  I would like to thank everyone for their really welcome and very constructive efforts to complete the case today, and to provide, I think, what has been a very good evidentiary foundation for our consideration.  So thank you very much, and we will stand adjourned to a date to be determined, and we will be in touch.  Thank you very much.

--- Whereupon the hearing adjourned at 4:00 p.m.
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