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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
APPrO INTERROGATORY #13 

 
 
INTERROGATORY 
 
RELATED ISSUES 
 
A.2 Do the proposed facilities meet the Board’s economic tests as outlined in the Filing 
Guidelines on the Economic Tests for Transmission Pipeline Applications, dated 
February 21, 2013 and E.B.O. 188 as applicable? 
 
Reference: EB-2012-0451Exhibit E Tab 1 Schedule 1 Paragraph 12 Updated 2013-07-22 
 
Preamble: Enbridge indicates the PI of the new project is 1.73, with an NPV of $667.4 

million.  This is well above the PI threshold of 1.0, and an NPV >0 normally 
used by the Board to support the economic justification of capital projects. 

 
a) Using the assumption that the Board were to find that no GTA project costs were 

to be allocated to unbundled customers, please recalculate the PI and the NPV 
of the project. 

 
 
RESPONSE 

a) The economic feasibility reflects incremental project revenues and costs in isolation 
of the gas distribution network.  Additionally, no unbundled customers were 
included in the project’s customer additions forecast.  As such, there would be no 
impact to the PI or NPV. 
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
ENERGY PROBE RESEARCH FOUNDATION INTERROGATORY #89 

 
 
INTERROGATORY 
 
Issue A2 - Do the proposed facilities meet the Board’s economic tests as outlined in the 
Filing Guidelines on the Economic Tests for Transmission Pipeline Applications, dated 
February 21, 2013 and E.B.O. 188 as applicable?  
 
Ref:  Exhibit A, Tab 3, Schedule 5 &  
 Updated Exhibit E, Tab1, S1 Attachment 
 
Please provide the (updated) analysis that leads to the gas cost savings described in 
Exhibit A, Tab 3, Schedule 5, and calculated in Updated Exhibit E, Tab1, Schedule 1, 
Attachment. 
 
 
RESPONSE 
 
The updated expected gas supply benefits calculations can be found in Exhibit A, 
Tab 3, Schedule 9, pages 8 to 11 and associated attachments. 
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
ENERGY PROBE RESEARCH FOUNDATION INTERROGATORY #90 

 
 
INTERROGATORY 
 
Issue A2 - Do the proposed facilities meet the Board's economic tests as outlined 

in the Filing Guidelines on the Economic Tests for Transmission Pipeline 
Applications, dated February 21, 2013 and E.B.O. 188 as applicable? 

   
Ref:  EB-2012-0451 Exhibit A, Tab 3 Schedule 9 page 14 and Attachment 3 & 
 Updated Exhibit E, Tab1, Schedule 1, Attachment. 
 

a) Please explain the transportation savings cited in the references. 
 
b) Please provide the assumptions underlying the range of savings. 
  
c) Please provide a schedule that shows the capacity on Segment A related to the 

 range of transportation savings 
 

 
RESPONSE 
 
a) Exhibit A, Tab 3, Schedule 9 page 14 and Attachment 3 – Table in paragraph 31 

describes Economic Sensitivities summarized in Attachment 3.  The Base Case 
(Column 2) transportation savings is explained in Exhibit A, Tab 3, Schedule 9 
under Gas Supply Benefits section, paragraph 18 b) on page 9.  This Base Case is 
used for Updated Exhibit E, Tab 1, Schedule 1 and Attachments. 
 

 The other scenarios shown on Exhibit A, Tab 3, Schedule 9, Attachment 3 were 
intended to demonstrate the sensitivity to changes in various parameters or inputs 
into the economic feasibility.  Column 3 and 4, showing 75% and 50% 
Transportation savings, depict scenarios where the upstream gas transportation 
savings (part of gas supply benefits) are only 75% and 50% of the base case 
forecast.  These scenarios were previously requested by Intervenors and were 
included in the update for completeness with the previous record.  

 
b) Please refer to a) – there are no assumptions other than a ‘what if’ scenario of the 

upstream transportation savings (part of gas supply benefits) are 75% or 50% of 
the base case forecast. 
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c) Exhibit A, Tab 3, Schedule 9, Attachment 3, Column 5 shows a scenario with 0% 
transportation services charges (revenue from providing transportation services to 
third party shippers on the Albion line).  This scenario is intended to demonstrate a 
scenario with no revenue, and does not involve upstream supply savings.  As can 
be seen in the analysis, the project is feasible even if there is no shipper on the 
Albion pipeline.  
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
ENERGY PROBE RESEARCH FOUNDATION INTERROGATORY #91 

 
 
INTERROGATORY 
 
Issue A2 - Do the proposed facilities meet the Board's economic tests as outlined 

in the Filing Guidelines on the Economic Tests for Transmission Pipeline 
Applications, dated February 21, 2013 and E.B.O. 188 as applicable? 

   
  
Ref:  EB-2012-0451 Exhibit A, Tab 3, Schedule 9 Attachment 3 &  
 Updated Exhibit E, Tab 1, Schedule 1 plus Attachment and TCR JT2.13 
 

a) Provide all input assumptions and calculations underlying the 10 year 
 Incremental Operating Cash Flows before Taxes (lines 16-23 of Schedule). 

 
b) Show specifically the changes related to the reduction in the TCPL toll from 

 Parkway to Bram West. 
  
c) Reconcile to Attachment Page 1. 
 
d) Please provide a populated live Excel Spreadsheet for Profitability Analysis 

 corresponding to the Attachment Pages 2-5 and including Tabs and linkages for 
 all input assumptions/calculations corresponding to E Tab1 Schedule 1 pages 8 
 and 9 and Attachment page 1. 

 
e) Please provide a sample of sensitivity analyses similar to those provided in 

 JT2.13 covering Capital, commodity price change, Annual volumes and 
 Transportation service charges assumptions. Chose realistic appropriate ranges 
 for analyses. 
 
 
RESPONSE 
 
a) Please see the response to GEC Interrogatory #43 found at Exhibit 

I.A1.EGD.GEC.43 for a breakdown of Gas Distribution Revenue. 
 

Please see Exhibit E, Tab 1, Schedule 2, Attachment 1, for a breakdown of the 
Transportation Services Charge.  Enbridge proposes to charge 60% of this fully 
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allocated revenue requirement for the Albion Pipeline through the new Rate 332 
transportation services charge.  

 
Please see Exhibit A, Tab 3, Schedule 9, Attachment 1, page 5 of 6 for a 
breakdown of the expected gas supply benefits (referred to as the Transportation 
Savings at Line 18 in the DCF schedule). 
 
Please refer to the attachment filed with the response to Energy Probe 
Interrogatory # 11 found at Exhibit I.A2.EGD.EP.11 for the breakdown of Gas 
Costs. 
 
Please see Attachment 1 for a breakdown of O&M Expenses. 
 
Net Operating Cash (Before Taxes) is the sum of Lines 16 to 20 in the referred 
schedule. 

 
PV of Net Operating Cash (Before Taxes) at Project Outset is the Net 
Operating Cash (Before Taxes) discounted using the Company’s 2013 after-
tax weighted average cost of capital, per the periods defined in the notes 
section in Exhibit E, Tab 1, Schedule 1, Attachment, pages 2 to 5.  

 
Accumulated PV of Net Operating Cash (Before Taxes) is a rolling 
accumulation by year of Line 22 in the referred schedule.  

 
b) Please see the response to Board Staff Interrogatory #1 at Exhibit 

I.A3.EGD(Update).STAFF.1 b). 
 

c) The reduction in the TCPL toll from Parkway to Bram West is reflected in the 
Annual Average Transportation Savings, at Line 11 of Exhibit E, Tab 1, 
Schedule 1, Attachment, page 1.  
 

d) Enbridge will provide the Intervenor with the electronic spreadsheet in 
confidence under the signed Declaration and Undertaking.  Please refer to 
Exhibit E, Tab 1, Schedule 1, Attachment for a hard copy.  The electronic 
spreadsheet and the hard copy include all pages (1 to 5). 
 
In regards to Exhibit E, Tab 1, Schedule 1, pages 8 and 9, these are hard-
coded inputs into the DCF model.  For this reason the live spreadsheets for 
pages 8 and 9 are not included.  For further inputs:  
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 Please see Exhibit A, Tab 3, Schedule 4, supporting the forecasted 
Incremental Customer Additions. 
 

 Please see EB-2011-0354, Exhibit C2, Tab 2, Schedule 1 for the Average 
Use Forecasting Model supporting evidence updated June 1, 2012.  
 

 Please see the attachment supporting I.A1.EGD.GEC.43 for a breakdown of 
the Total Cumulative Volumes. 

 

 Please see Exhibit A, Tab 3, Schedule 9, Attachment 1, page 5 of 6 for a 
breakdown of Transportation Savings. 
 

e) Please refer to Exhibit A, Tab 3, Schedule 9, Attachment 3 and the response to 
CCC Interrogatory #33 found at Exhibit I.A.3.EGD(Update).CCC.33. 
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
TCPL INTERROGATORY #21 

 
 

INTERROGATORY 
 

Issue A2 
  
Reference(s)   (i) Exhibit E, Tab 1, Schedule 1, Page 9 and 9, May 15, 2013 Update 
    (ii)  Exhibit E, Tab 1, Schedule 1, Page 9 and 9, July 22, 2013 Update 
 

Preamble 
TransCanada seeks to understand the economic analysis provided in the May 15, 2013 
update in comparison to the economic analysis provided in the July 22, 2013 Update. 
   

Request 
(a) Please complete the following table by providing variances and explanations for 

those variances: 
 

 
May 15, 2013 

Update 
July 22, 2013 

Update 
Variance 

 Explanation of Variance 
Capital Investment 

Mains (redacted) (redacted)   
Stations (redacted) (redacted)   
Land 
Rights/Total 

(redacted) (redacted)   

Total $595,280,523 $652,144,124   
Future Reinforcement Projects 

2017 $21,000,000 $21,000,000   
2018 $16,400,000 $16,400,000   
2019 $13,000,000 $13,000,000   
2020 $250,000 $250,000   

Capital Maint. 
Costs 

$5,218,238 $5,230,240   

Services $396,820,220 $379,533,696   
Total Capital $1,047,968,981 $1,087,558,060   
Total 
Transportation 
Savings 

$1,632,014,615 $1,732,650,739   

Total 
Transportation 
Services Charge 

$388,604,339 $471,256,624   

Net Present $659,207,816 $667,432,377   
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Value (40 years) 
Profitability 
Index  
(40 years) 

1.76 1.73   

 
(b) For the May 15, 2013 update and the July 22, 2013 update, please provide the 

breakdown of capital costs between Mains, Stations and Land Rights, which were 
redacted in references (i) and (ii), or explain why these amounts cannot be 
provided. 

 
(c) Please reconcile the capital cost of $686.5 million provided in Exhibit C, Tab 2, 

Schedule 1, Page 1 with the $652.1 million capital cost provided in Exhibit E, Tab 1, 
Schedule 1, page 9 and 9 (both in the July 22, 2013 update). 

 
(d) Please provide the formula used by EGD to calculate the profitability index.  
 
(e) Please provide the discount rate used to calculate the net present value and explain 

why that discount rate was chosen.  
 
(f) Please provide an economic analysis in table format similar to reference (i) and (ii) 

for scenarios 1, 2, and 3 as listed in Exhibit A, Tab 3, Schedule 9, Pages 8-11. 
 
RESPONSE 
 
(a) 

 
May 15, 2013 

Update 
July 22, 2013 

Update 
Variance 

(July-May) Explanation of Variance 
Capital Investment 

Mains (redacted) (redacted)   
Stations (redacted) (redacted)   
Land 
Rights/Total 

(redacted) (redacted)   

Total $595,280,523 $652,144,124 $56.86MM 1. Additional 5.8km of NPS 42 
for Segment A to go back to 
New Parkway West site 
from Bram West site 

Future Reinforcement Projects 

2017 $21,000,000 $21,000,000 -  
2018 $16,400,000 $16,400,000 -  
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2019 $13,000,000 $13,000,000 -  
2020 $250,000 $250,000 -  

Capital Maint. 
Costs 

$5,218,238 $5,230,240 $0.01MM 2.  Variance due to the 
additional pipe length for 
Segment A to go back to 
New Parkway West site 
from Bram West site.  

Services $396,820,220 $379,533,696 -$17.29MM 3. Change to Customer 
Additions Forecast as filed 
June 3, 2013. 

Total Capital $1,047,968,981 $1,087,558,060 $39.59MM 4. See (1), (2) and (3). 
Total 
Transportation 
Savings 

$1,632,014,615 $1,732,650,739 $100.64MM 5. Update for final tolls on the 
Mainline and removal of toll 
from Parkway to Bram West  

Total 
Transportation 
Services Charge 

$388,604,339 $471,256,624 $82.65MM 6. Increase in capital cost for 
shared pipeline driving 
corresponding increase in 
revenue requirement.  

Net Present 
Value (40 years) 

$659,207,816 $667,432,377 $8.22MM 7. Net present value impact of 
changes above 

Profitability 
Index  
(40 years) 

1.76 1.73 -0.03 8. Change in total present 
value of capital greater than 
change in total present value 
of operating cash flows   

 
 
(b)   A detailed cost breakdown was provided as confidential information in the latest 

update.  An aggregated breakdown was provided in response to Environmental 
Defense’s motion on the public record.  Additionally, a detailed cost variance 
analysis between multiple options has been provided as confidential redacted form 
in I.A3.EGD (Update).CCC.30.  In order to preserve the integrity of a formal 
procurement process, Enbridge is not willing to provide any further breakdowns on 
the public record until the procurement process has been completed (expected Q1-
Q2 2014). 

 
(c)   Please see the below table for reconciliation: 
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*minor rounding errors may exist in the above table 
 
(d) The formula used by EGD to calculate the profitability index is as follows: 

Profitability Index (“PI”) = (Present Value (“PV”) of Operating Cash Flow + PV of 
CCA Tax Shield) / (PV of Capital)  
 

(e) The discount rate used to calculate the net present value is 5.88%.  This is the 
Company’s after-tax weighted average cost of capital. It is derived from the Board 
Approved 2013 Capital Structure (Excluding CIS/Customer Care) as found in the 
EB-2011-0354 Final Rate Order, Appendix A, page 7.  

 
(f) Scenario 1 - please refer to Exhibit A, Tab 3, Schedule 9, Attachment 3, Column 1.  

 
Scenario 2 - please refer to Exhibit A, Tab 3, Schedule 9, Attachment 3, Column 2. 
 
Scenario 3 - please see table below.   
 
 
  

Escalated Non-escalated Escalated Non-escalated Escalated Non-escalated
Base Project Cost 548.7$            548.7$               500.6$            500.6$               476.8$          476.8$               
Contingency 84.5$              84.5$                  78.0$              78.0$                  62.0$             62.0$                  
Escalation 33.6$              -$                    27.8$              -$                    25.7$             -$                    
Interest During Construction 19.8$              19.0$                  17.4$              16.7$                  16.4$             15.8$                  
Total Estimated Project Cost 686.6$            652.2$               623.8$            595.3$               580.9$          554.6$               

Bram West Segment A 
(NPS 42 Option)

($millions)

Bram West Segment A 
(NPS 36 Option)

($millions)

New Pkwy W Segment A 
(NPS 42 Option)

($millions)
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Capital Investment

Total Upfront Capital $652,144,124

Future Reinforcement Projects
2017 $21,000,000
2018 $16,400,000
2019 $13,000,000
2020 $250,000

Capital Maintenance Costs1 $5,230,240

Services2 $379,533,696

Total Capital $1,087,558,060

Total Transportation Savings1,3 $1,786,386,614

Total Transportation Services Charge1,4 $471,256,624

SUMMARY OF RESULTS

Net Present Value (40 years) $691,163,281
Profitability Index (40 years) 1.76                             

NOTES:
1Total for the 40 year horizon of analysis.
2Services include the costs for distribution mains, services and meters based on the 2013 capital budget.
3Total transportation savings are equal to expected gas supply benefits and incorporate the total cost of landing gas
    in the Enbridge franchise area including costs associated with tolls, fuel and commodity procurement (i.e. basis differentials).
    Prepared with TransCanada tolls based on the NEB's Toll Order TG-006-2013 (issued June 11, 2013) 
    which made TransCanada's Compliance Filing tolls final and effective July 1, 2013
4Transportation Services Charges to be received from contracted shippers for transportation from Parkway West to
    to Albion Road Station. (Current Base Case)
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ENBRIDGE GAS DISTRIBUTION INC. RESPONSE TO  
TCPL INTERROGATORY #22 

 
 

INTERROGATORY 
 
Issue A2 
  
Reference(s) (i) Exhibit E, Tab 1, Schedule 1, Page 9 of 9 
 
Preamble 
TransCanada wishes to better understand EGD’s economic analysis of the GTA 
Project. 
 
Request 
(a)  The referenced analysis includes a net present value over 40- years. Was this 

determined by assessing each input over 40 years or were the results over (2015-
2025) extrapolated? 

 
(b)  What TransCanada Mainline tolls did EGD assume in determining these net present 

values? 
 
(c)  How were future Mainline tolls determined? 
 
 
RESPONSE 
 
(a) The economic feasibility assumes all costs and distribution revenue rates are held 

constant in current year terms over the 40 year horizon.  For the calculation of gas 
supply benefits (Total Transportation Savings), only the period of 2015 to 2025 were 
included in the feasibility. 
 

(b) TransCanada’s Compliance Filing tolls per NEB Toll Order TG-006-2013 were 
utilized for the analysis of gas supply benefits (Total Transportation Savings). 
 

(c) TransCanada’s Compliance Filing tolls were held constant over the period 2015 to 
2025.  

 




