500 Consumers Road Lesley Austin

North York ,ON M2J 1P8 Regulatory Coordinator, Regulatory Affairs

P.O. Box 650 Tel  416-495-6505 ENBRIDGE
Scarborough, ON Fax 416-495-6072

M1K 5E3 Email: Lesley.Austin@enbridge.com

May 11, 2012

VIA RESS, EMAIL and COURIER

Ms Kirsten Walli

Board Secretary

Ontario Energy Board

2300 Yonge Street, Suite 2700
Toronto, Ontario, M4P 1E4

Dear Ms Walli:
Re: Enbridge Gas Distribution Inc. (*Enbridge”) - Undertaking Responses

Renewable Natural Gas Program Application (“Application”)
Ontario Energy Board (“Board”) File Number EB-2011-0242 / EB-2011-0283

During the Renewable Natural Gas Hearing, from April 30, 2012 to May 4, 2012, Enbridge
and Union Gas Limited (“Union”) agreed to file responses to the Undertakings.

Enclosed please find Undertaking Responses to: J3.1 and J4.11.

Also enclosed is an update to Undertaking Response J2.6 and J3.2. No change was
made to the response for Undertaking J3.2; the table has simply been enlarged for ease
of reading.

This submission has been filed through the Board’s Regulatory Electronic Submission
System (“RESS”), and two hard copies are being sent to the Board as directed.
Enbridge’s filing for this proceeding can be found on the Enbridge website at:
www.enbridgegas.com/ratecase.

If you have any questions, please contact the undersigned.
Sincerely,

[Original signed by]

Lesley Austin

Regulatory Coordinator, Regulatory Affairs

cc: Mr. F. Cass, Aird & Berlis LLP (via email and courier)
All Interested Parties EB-2011-0242 (via email)
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UNDERTAKING J3.1

Undertaking of Enbridge Gas Distribution Inc. and Union Gas Limited

Transcript Volume 4, page 136 and amended page 161.

To provide the Companies’ positions with respect to the potential program amendments
suggested by Mr. Warren. Amended as described.

In the final days of the hearing the Utilities gave an undertaking to consider certain Intervenors’
suggested alterations to the RNG program proposed by the Utilities. Some of the concepts had
already been carefully considered by the Utilities, as explained in the answer to Board Staff
Interrogatory # 5 (Exhibit 1-1-5). The Utilities have nonetheless reconsidered them, as detailed
in the answers below.

While it continues to be the position of the utilities that the applications should be approved as
filed, the Utilities are amenable to certain alterations to the RNG program, provided that those
alterations do not fundamentally compromise the design and integrity of the program. As
detailed below, some of the Intervenors’ proposed alterations to the program would
fundamentally compromise the design and integrity of the program and consequently should not
be adopted. The implications for the program of such alterations would be wide-ranging, but
have only been identified at a high level.

The amendments are listed below with transcript reference to the question and the response of
the utilities to each one.

1) Question by Mr. Warren

“In the category of possible modifications to your proposal, would you consider building into the
contracts an automatic annual reduction in the contracts to account for efficiencies that may
have been achieved?”

[Transcript Volume 4, May3, p.129 line 26 to p. 130 line 2]

Response
No, the Utilities would not consider an automatic annual price reduction in the contracts. Most

of the producer’s costs consist of the initial sunken capital costs which do not change over time.
The Utilities’ proposal accounts for operating efficiencies through the CPI factor of 30%.
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Specifically, while operating costs will go up for producers on an annual basis, the program will
assume that 70% of CPI will be absorbed by producers through gains in efficiencies. In addition,
the initial price was arrived at using the target of 11% discounted cash flow return on equity
(ROE) and the revenue stream. Changing the revenue stream would result in either less than
11% threshold ROE or requires a higher initial price.

2) Questions from Mr. Warren

“And one of the propositions | put to you is a modification to your program would be a trial
period in which you seek bids from, in effect, an RFP process from representatives of the nine
scenarios that you've got, so that you can return to the Board with an actual set of data as to
what the market is likely to look like in terms of people out there actually willing to engage in
this. That's one proposition, whether you would be willing to do that. A second proposition
would be whether or not you would be willing to include in this mechanism some sort of
competitive bidding process.”

[Transcript Reference —\VVolume 4 Page 135 Line 16 to Page 136 Line 5]

Response

As indicated at Board Staff Interrogatory #5 (Exhibit I-1-5) and Bullfrog Interrogatory #6
(Exhibit 1-4-6), a Request for Proposal (RFP) process includes the following drawbacks:

e The need for multiple RFPs,

¢ the rigidity of timing and structure of RFPs may discourage full participation from
different sectors,

¢ the need to pre-evaluate distribution systems for connectivity,

¢ the costs of these processes for both the proponents and the utilities, and

¢ the experience of OPA’s RFPs and standard offer programs.

The Utilities believe that an RFP process could possibly be established for those RNG
production scenarios where potential benefits may outweigh the drawbacks. This could most
appropriately apply to the Landfill sector which tends to have:

e large sophisticated proponents ,
¢ Identifiable market participants,
e Limited scope of technology development required (i.e. clean up only)

If this approach were to be taken, and multiple bids were received, the lowest cost landfill
sourced supply would be accepted provided it was lower than or equal to that proposed by the
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Utilities In this application. Regardless of the approach taken, the principles that form the
basis for this application, such as bill impact mitigation and program manageability should
remain intact.

3) Question by Mr. Warren

““A third suggestion that has been made is whether or not—is this question of a periodic
review. And assuming that the program is approved in some form, would you agree to a two-
year review process after you have—because you’ve said it is one year to 18 months to get the
process going—if you would agree to a review at the end of the two years to provide, in effect,
an interim report to the Board on the status of market development, before the Board gives its
final approval to this.”

[Transcript Volume 4, May 3, p. 136, lines 6 to 14]

Response

The Utilities are prepared to annually report on the status of the RNG program as approved, in
a public document to be forwarded to the Board. Should the Board determine that a more
formal review process for the program is necessary; the structure of this review will be
established by the Board. At a high level, the Utilities propose that the scope of any review
should be:

e Completed on a prospective basis whereby contracts entered into prior to the review are
considered valid (providing price certainty for producers) and approval of utility cost
recovery associated with these contracts is not subject to retroactive adjustment by the
Board.

¢ In the form of a written report filed with the Board to identify contracts signed and total
volumes contracted for, as well as update on status of environmental attributes.

e No sooner than approximately half-way through the five year program period to allow
adequate time for the program to get underway and projects to be implemented.

e Limited to changes to the volume cap and/or price model on a going-forward basis for the
remaining period the program.

4) Question by Mr. Poch

Regarding filtering of projects based on GHG reduction costs (See transcript reference)

[See Transcript Volume 4, May 3, p.137 line 5 to p.139 line 8 for description of request]
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Response

No, the Utilities do not agree with the concept of filtering projects by “implied” GHG
reductions costs. The RNG program has benefits other than GHG reduction and there are no
GHG protocols established in Ontario at this time. Therefore, a filter on “implied” rather than
“actual” values is not workable. However, as the Utilities have said in evidence, the purpose
of the program is to create a foundation for an RNG market over the next five years. During
that time, the Ontario government may establish GHG reduction protocols. This and the
learnings from the RNG program can provide a valuable basis where the “actual” (rather than
“implied”) value of environmental attributes will help determine the overall value of new
projects.

5) Question by Mr. Thompson

Part i:

Why couldn't you ask each producer to provide you with a price that's either market or

11 percent return on that particular producer's investment, whichever is the greater, and you
could then look at that?.......And so | am really asking you, if the Board agrees with that, is
there a response that you can provide to that by administering this on a project-by-project
basis, or is that a non-starter?

[Transcript Volume 4, May 3, p. 160 (starting at line 14) to p. 161 (ending at line 15)]
Part ii:

If this was being administered on a supplier-specific basis, is another option -- and you can
add this to the undertakings -- to merely lower the price, contractual price, by the value of the
attributes?

[Transcript Volume 4, May 3, p. 171 (starting at line 22) to p. 172 (ending at line 8]

Response

i. The Utilities do not propose to evaluate the return on investment on a project-by-project
basis for the RNG program. Per the evidence filed, the utilities have proposed a
transparent RNG pricing mechanism for AD and landfill projects to achieve an
approximate 11% ROE over a 20-year contract life. The greater the RNG supply volume
of a project above its respective annual breakpoint, the lower the average RNG price that
project will receive. The pricing mechanism is intended to reflect economies of scale that
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are anticipated for the development of larger projects, thereby limiting the possibility of
higher than appropriate returns.

It would be challenging to obtain and verify from individual proponents all the input data,
costs, cost allocations, pricing and escalation measures necessary to ascertain if a return is
appropriate.

ii. Likewise, the Utilities do not propose to lower contracted prices for RNG for the potential
value of environmental attributes. As outlined in response to Mr. Poch’s request (#4
above) there are no protocols established at this time. The environmental attributes, as
outlined in evidence and testimony, will be acquired by the Utilities on behalf of system
supply customers. In the future event that those acquired attributes have a defined
monetary value, the Utilities propose to administer the savings to system supply customers.

6) Question by Mr. Thompson

“Would you have any -- if the market price was sufficient to generate 11 percent return,
would you have any objection to the contract automatically terminating and the RNG seller
just taking market price?”

[Transcript Volume 4, May 3, p. 169 (lines 5 to 8)

Response

No, the Utilities do not propose to automatically terminate RNG purchase agreements upon
the future market price of natural gas being sufficient for proponents to generate an 11%
return. The Utilities” proposed RNG program reflects an approximate 11% ROE for a variety
of RNG developments, which is directly correlated to fixed price certainty for the RNG being
generated and sold to the utilities, (per response by Mr. Schneider of Enbridge Gas
Distribution: Transcript Volume 4, May 3, p. 145, lines 2 through 15). In the event that the
RNG program pricing established for the contracts becomes lower than future natural gas
market prices, RNG will represent a discounted source of supply, a benefit to the system
customers who are paying for the program.



Filed: 2012-05-11
EB-2011-0242 EGDI
EB-2011-0283 Union
Exhibit J4.11

Page1of1
UNDERTAKING J4.11

Undertaking of Enbridge Gas Distribution Inc. and Union Gas Limited

Transcript Volume 5, page 125.

To advise, assuming a total bill impact of 1.81 for all distribution customers, approximately how
many additional PJs the Companies could produce.

Enbridge response:

For the purpose of this undertaking response, Enbridge assumed that the costs of RNG supplies
would be paid for by all customers through their delivery rates and the costs would be allocated
volumetrically based on delivery volumes to the customer rate classes. Allocating the costs
based on delivery volumes results in all customers paying the same unit rate. Based on the
Company’s July 1, 2011 QRAM (EB-2011-0129), the incremental costs of RNG purchases is
forecast to be approximately $34.4 million. The impact on system gas and direct purchase
residential customers from recovering this cost in their delivery rates would be approximately
$9.00 annually.

If all system gas and direct purchase residential customers were required to pay $18 annually for
RNG purchases, the total volume cap would increase to 169,500 10°m?® and the incremental cost
of RNG supply would be approximately $66.7 million.

Union response:

For the purposes of this undertaking response, Union has assumed that all Rate M1 and Rate 01
customers are sales service customers. Union has assumed no change to sales service volumes in
other rate classes.

Based on Union South sales service volumes of 99.8 PJ and an approximate annual bill impact of
$18 for an average residential customer, Union’s proposed annual RNG volume cap is 1.7 PJ.
Assuming all Rate M1 customers are sales service customers, approximately 0.4 to 0.5 PJ of
additional RNG could be purchased.

Based on Union North sales service volumes of 824,123 10°m?® and an approximate annual bill
impact of $18 for an average residential customer, Union’s proposed annual RNG volume cap is
0.5 PJ. Assuming all Rate 01 customers are sales service customers, approximately 0.1 to 0.2 PJ
of additional RNG could be purchased.
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UNDERTAKING J2.6

Undertaking of Enbridge Gas Distribution Inc. and Union Gas Limited

Transcript Volume 3, page 108.

To advise on cross-tab responses between concern over environment and willingness to support
renewable gas program; and percentage increase supported with steps already taken to save
energy.

Part a)

Eighty-five percent of respondents indicate that they are concerned (very or somewhat) about the
current state of the environment. The sample size of the sub-group of respondents who say they
are not at all concerned about the current state of the environment is too small to draw
conclusions when comparing to other segments. The general conclusion is that those who are
concerned about the environment are more supportive of premiums than those who are not very
concerned.

The tables are shown below.

Using the table below as an example - Respondents who are very concerned (column A) are
more supportive of premiums than respondents who are somewhat concerned (column B) and
not very concerned (column C) about the environment. Respondents who are somewhat
concerned (column B) are more supportive of premiums than respondents who are not very
concerned (column C) about the environment.
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Q10. If your utility purchased biogas and the result was that your gas utility bill increased by 4% — which is about
$3.00 more per month — would you strongly support, somewhat support, somewhat oppose or strongly oppose your
utility purchasing biogas?

Q1. Overall, how concerned are you about the current state
of the environment?

Don't
Very Somewhat Not very Not at all know/
Total concerned concerned concerned concerned | Refused
A B C D E
Base: All resEondents 1052 377 514 125 28** 8**
172 88 70 11 2 1
Strongly support 16.3% 23.3% 13.6% 8.8% 7.1% 12.5%
BC
432 162 225 40 4 1
Somewhat support 41.1% 43.0% 43.8% 32.0% 14.3% 12.5%
C C
211 62 110 35 3 1
Somewhat oppose 20.1% 16.4% 21.4% 28.0% 10.7% 12.5%
A
165 39 72 33 18 3
Strongly oppose 15.7% 10.3% 14.0% 26.4% 64.3% 37.5%
AB
72 26 37 6 1 2
Don't Know 6.8% 6.9% 7.2% 4.8% 3.6% 25.0%
Summary
Top2Box (Strongly/ 604 250 295 o1 6 2
Somewhat support) 57.4% 66.3% 57.4% 40.8% 21.4% 25.0%
BC C
376 101 182 68 21 4
stronetr omaeey e s5.7% | 26.8% 35.4% 54.4% 75.0% | 50.0%
A AB

* small base; ** very small base (under 30)
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Q11. If your utility purchased biogas and the result was that your gas utility bill increased by 2% — which is about
$1.50 more per month — would you strongly support, somewhat support, somewhat oppose or strongly oppose your
utility purchasing biogas?

Q1. Overall, how concerned are you about the current state

of the environment?

Don't
Very Somewhat Not very Not at all know/
concerned concerned | concerned | concerned
A B C D E
Base: All respondents 1052 377 514 125 28** 8**
352 159 170 21 1 1
Strongly support 33.5% 42.2% 33.1% 16.8% 3.6% 12.5%
BC C
353 130 177 39 5 2
Somewhat support 33.6% 34.5% 34.4% 31.2% 17.9% 25.0%
178 51 89 33 4 1
Somewhat oppose 16.9% 13.5% 17.3% 26.4% 14.3% 12.5%
AB
124 23 55 27 16 3
Strongly oppose 11.8% 6.1% 10.7% 21.6% 57.1% 37.5%
A AB
45 14 23 5 2 1
Don't Know 4.3% 3.7% 4.5% 4.0% 7.1% 12.5%
Summary
705 289 347 60 6 3
Soﬁ’gfvﬁgtxs(f;fo"r%'y/ 67.0% 76.7% 67.5% 48.0% 21.4% 37.5%
BC C
302 74 144 60 20 4
Sthjon";lzyBgsp(g’soeTeWhaU 28.7% 19.6% 28.0% 48.0% 71.4% 50.0%
A AB

* small base; ** very small base (under 30)
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Q12. If your utility purchased biogas and the result was that your gas utility bill increased by 1% — which is about
$0.80 more per month — would you strongly support, somewhat support, somewhat oppose or strongly oppose
your utility purchasing biogas?

Q1. Overall, how concerned are you about the current state of
the environment?

Don't
Very Somewhat = Not very Not at all know /
Total concerned | concerned | concerned | concerned Refused
A B C D E
Base: All resEondents 1052 377 514 125 28** 8**
492 210 248 31 2 1
Strongly support 46.8% 55.7% 48.2% 24.8% 7.1% 12.5%
BC C
283 101 133 41 6 2
Somewhat support 26.9% 26.8% 25.9% 32.8% 21.4% 25.0%
125 31 66 24 3 1
Somewhat oppose 11.9% 8.2% 12.8% 19.2% 10.7% 12.5%
A A
107 21 43 24 16 3
Strongly oppose 10.2% 5.6% 8.4% 19.2% 57.1% 37.5%
AB
45 14 24 5 1 1
Don't Know 4.3% 3.7% 4.7% 4.0% 3.6% 12.5%
Summary
775 311 381 72 8 3
So{;’gvz\lﬁgf;fgz)ooﬁ%'y/ 73.7% 82.5% 74.1% 57.6% 28.6% 37.5%
BC C
232 52 109 48 19 4
Str"oonvélzyBg;p(f;eTEWhau 22.1% 13.8% 21.2% 38.4% 67.9% 50.0%
A AB

* small base; ** very small base (under 30)
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Q13. If your utility purchased biogas and the result was that your gas utility bill increased by %% — which is about
$0.40 more per month — would you strongly support, somewhat support, somewhat oppose or strongly oppose
your utility purchasing biogas?

Q1. Overall, how concerned are you about the current state
of the environment?

Don't
Very Somewhat Not very Not at all know /
Total concerned concerned concerned | concerned | Refused
A B C D E
Base: All resEondents 1052 377 514 125 28** 8**
562 232 278 47 4 1
Strongly support 53.4% 61.5% 54.1% 37.6% 14.3% 12.5%
BC C
239 87 115 29 7 1
Somewhat support 22.7% 23.1% 22.4% 23.2% 25.0% 12.5%
100 25 54 20 0 1
Somewhat oppose 9.5% 6.6% 10.5% 16.0% - 12.5%
A A
106 21 41 25 16 3
Strongly oppose 10.1% 5.6% 8.0% 20.0% 57.1% 37.5%
AB
45 12 26 4 1 2
Don't Know 4.3% 3.2% 5.1% 3.2% 3.6% 25.0%
Summary
Top2Box (Strongly/ 801 319 393 76 11 2
Somewhat support) 76.1% 84.6% 76.5% 60.8% 39.3% 25.0%
BC C
206 46 95 45 16 4
Str"oon"élzyBg;FSseTeWhaﬂ 19.6% 12.2% 18.5% 36.0% 57.1% 50.0%
A AB

* small base; ** very small base (under 30)

Cross-tab on part a) was run as a response to this undertaking.

fu
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Since 97% of respondents report having taken steps to save energy at home, the sample size of
the sub-group of respondents that has not taken steps is too small to draw conclusions between
the customers who have and have not done something to save energy.

Q10. If your utility purchased biogas and the result was that your gas utility bill increased by 4% — which is about
$3.00 more per month — would you strongly support, somewhat support, somewhat oppose or strongly oppose

your utility purchasing biogas?

Save Energy

Don't
know
No /Refused
Base: All respondents
172 172 0 0
Strongly support 16.3% 16.8% - -
432 425 5 2
Somewhat support 41.1% | 41.5% | 22.7% 40.0%
211 203 6 2
Somewhat oppose 20.1% 19.8% 27.3% 40.0%
165 155 9 1
Strongly oppose 15.7% 15.1% 40.9% 20.0%
72 70 2 0
Don't Know 6.8% 6.8% 9.1% -
Summary ‘ ‘
Top2Box (Strongly/ Somewhat 604 597 5 2
support) 57.4% 58.2% 22.7% 40.0%
Low2Box (Somewhat/ Strongly 376 358 15 3
oppose) 35.7% | 34.9% | 68.2% | 60.0%

* small base; ** very small base (under 30)



Updated: 2012-05-11
EB-2011-0242 EGDI
EB-2011-0283 Union

Exhibit J2.6

Page 7 of 9

Q11. If your utility purchased biogas and the result was that your gas utility bill increased by 2% — which is about
$1.50 more per month — would you strongly support, somewhat support, somewhat oppose or strongly oppose

your utility purchasing biogas?

Save Energy

Don't
know
Yes No /Refused
Base: All respondents

352 348 4 0
Strongly support 33.5% 34.0% 18.2% -
353 347 2 4

Somewhat support 33.6% 33.9% 9.1% 80.0%
178 171 7 0
Somewhat oppose 16.9% 16.7% 31.8% -
124 116 7 1

Strongly oppose 11.8% 11.3% 31.8% 20.0%
45 43 2 0
Don't Know 4.3% 4.2% 9.1% -
Top2Box (Strongly/ Somewhat 705 895 8 4

suppgrt) gl 67.0% | 67.8% | 27.3% | 80.0%
Low2Box (Somewhat/ Strongl 302 287 14 L

00pose) oy 28.7% | 28.0% | 63.6% | 20.0%

* small base; ** very small base (under 30)
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Q12. If your utility purchased biogas and the result was that your gas utility bill increased by 1% — which is about
$0.80 more per month — would you strongly support, somewhat support, somewhat oppose or strongly oppose your

utility purchasing biogas?

Save Energy

\%

Don't

know /
Refused

X

Base: All resEondents 1052 1025 22%* [Skid

oppose)

492 486 4 2
Strongly support 46.8% 47.4% 18.2% 40.0%
283 275 6 2
Somewhat support 26.9% 26.8% 27.3% 40.0%
125 121 4 0
Somewhat oppose 11.9% 11.8% 18.2% -
107 99 7 1
Strongly oppose 10.2% 9.7% 31.8% 20.0%
45 44 1 0
Don't Know 4.3% 4.3% 4.5% -
Summary ‘ ‘ ‘
775 761 10 4
Top2Box (Strongly/ Somewhat . . . )
support) 73.7% 74.2% 45.5% 80.0%
232 220 11 1
Low2Box (Somewhat/ Strongly
22.1% 21.5% 50.0% 20.0%

* small base; ** very small base (under 30)
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Q13. If your utility purchased biogas and the result was that your gas utility bill increased by %% —which is about
$0.40 more per month — would you strongly support, somewhat support, somewhat oppose or strongly oppose your

utility purchasing biogas?

Save Energy

Don't
know
/Refused
V W X
Base: All resEondents 1052 1025 22%* Gx*
562 553 6 3
Strongly support 53.4% 54.0% 27.3% 60.0%
239 230 8 1
Somewhat support 22.7% 22.4% 36.4% 20.0%
100 99 1 0
Somewhat oppose 9.5% 9.7% 4.5% R
106 98 7 1
Strongly oppose 10.1% 9.6% 31.8% 20.0%
45 45 0 0
Don't Know 4.3% 4.4% - -
Summary
801 783 14 4
Top2Box (Strongly/ Somewhat support) 76.1% 76.4% 63.6% 80.0%
206 197 8 1
Low2Box (Somewhat/ Strongly oppose) 19.6% 19.2% 36.4% 20.0%

* small base; ** very small base (under 30)

Cross-tab on part b) was run as part of the study.

fu
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UNDERTAKING J3.2

Undertaking of Enbridge Gas Distribution Inc. and Union Gas Limited

Transcript Volume 4, page 159.

To provide pricing for small, medium and large landfill.

The landfill sizes used in the Electrigaz reports do not correspond directly to those used by the
Ontario Ministry of the Environment (“MOE”). MOE designates large landfills as those with
total waste disposal capacities of 1.5 million cubic metres of material or greater. Therefore the
MOE listing of large landfills found at Exhibit B, Tab 1, Appendix 2, Table 8, pages 18 and 19,
includes large, medium and small sized example landfills as provided in the Electrigaz Reports.

The Electrigaz Costing report at Exhibit B, Tab 1, Appendix 4 at page 10 defines small, medium
and large landfills by the first year RNG volumes to be injected into the distribution grid. The
annual volumes of RNG produced increase in each year as more material enters the landfill.

e Small landfill: 243 m®/hr
e Medium landfill: 569 m*/hr
e Large landfill: 1,896 m%hr

The attached chart shows the average pricing paid in each year for RNG produced by the three
representative examples of landfills used in the Electrigaz Reports found at Exhibit B, Tab 1,
Appendix 4 and 5, small, medium and large.

The average price paid is calculated as the amount of RNG under the 150,000GJ annual
breakpoint (threshold) multiplied by $13/GJ, and the amount over the 150,000GJ annual
breakpoint multiplied by $6/GJ. The total dollar value paid is then divided by the total volume
received to calculate an average price paid.

For calculation of average prices for subsequent years, the $13 and $6 program prices are
increased annually 30% of the Ontario CPI (inflation index) and the volumes produced by the
landfill increase each year. This is representative of the additional gas produced by each year’s
landfill activity. It should be noted in year 13 of the large landfill project, new capital equipment
is added, which increases the effective salable output of the project, which explains the drop in
the average price received.
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