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STAFF INTERROGATORY #1 
 
 
INTERROGATORY 
 
Ref: A/2/1 page 1 / para 3 / para 47 
 
At paragraph 3, Enbridge makes the following statement:  
 

Enbridge hereby applies to the Board, pursuant to the Guidelines and section 36 
of the Ontario Energy Board Act, 1998 as amended (the "Act"), for an Order or 
Orders pre-approving the cost consequences associated with a long-term (15 
year) gas transportation contract for service on the NEXUS Gas Transmission 
(“NEXUS”) pipeline, commencing November 1, 2017.  

 
OEB staff seeks clarity on the relief that Enbridge is seeking.  
 

(a) In regards to Enbridge’s reference to pre-approval of the “cost consequences”, is 
Enbridge requesting that the OEB grant approval now to all future gas 
transportation-associated costs it may incur over the 15 year term of the NEXUS 
contract, even in the event that other supply options become more economic or 
otherwise more attractive during the course of the 15 year contract term?  

 
(b) Would there be any exceptions to the requested pre-approval? If so, please 

elaborate on what may be an exception.  
 

(c) Enbridge indicates that the delivery point in the NEXUS transportation agreement 
is Milford Junction in Michigan. Is Enbridge requesting pre-approval of the cost 
consequences associated with its transportation agreement on DTE in Michigan 
from Willow Run to Milford Junction?  

 
 
RESPONSE 
 
a) Yes, Enbridge is requesting pre-approval of the cost consequences of all future gas 

transportation-associated costs it may incur over the 15 year term of the NEXUS 
contract for the 110,000 Dth/d capacity commitment.  
 
As indicated at Exhibit A, Tab 3, Schedule 1, page 6, Enbridge’s gas supply portfolio 
is developed based on the principles of reliability, flexibility, diversity and cost.  In the 
event that another, more economic or otherwise attractive supply option(s) becomes 
available over the term of the NEXUS contract, Enbridge will evaluate this option(s) 
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based on the aforementioned principles.  Enbridge expects to retain sufficient 
flexibility within its supply portfolio to allow it to pursue a variety of options within its 
gas supply portfolio over the duration of the NEXUS contract and beyond. 
 

b) At this time Enbridge does not expect there to be any exceptions to the requested 
pre-approval.  As far as Enbridge is aware, the Board’s pre-approval guidelines do 
not contemplate exceptions if pre-approval is granted.  At this time Enbridge is not 
asking for pre-approval of the cost consequences related to the additional 
40,000 Dth/d capacity option contained in the NEXUS contract.  However, it may do 
so in the future through a separate application should it choose to exercise this 
option. 
 

c) Yes, Enbridge is requesting pre-approval of the cost consequences associated with 
the entire path of the 110,000 Dth/d commitment described in the contract.  Enbridge 
does not have a contract with DTE directly.  The NEXUS contract covers the entire 
path from Kensington, Ohio to the interconnection point with Vector at/near Milford 
Junction, Michigan.  The proportionate costs associated with transportation on the 
DTE system are included in the reservation rate and the transportation service to be 
provided by NEXUS covers the full path from Kensington, Ohio to Milford Junction, 
Michigan.  
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STAFF INTERROGATORY #2 
 
 
INTERROGATORY 
 
Ref: A/3/1 page 3 / para 8  
 
Enbridge states that it has the right under its PA to increase its contracted volume to 
150,000 Dth/d.  
 
Is Enbridge seeking OEB pre-approval of the gas consequences of the 110,000 Dth/d 
amount or the 150,000 Dth/d amount?   
 
 
RESPONSE 
 
Please see response to Board Staff Interrogatory #1b at Exhibit I.T1.EGDI.STAFF.1. 
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STAFF INTERROGATORY #3 
 
 
INTERROGATORY 
 
Ref: A/2/1 page 2  
 
Enbridge’s evidence indicates that it intends to enter into a 15 year contract with 
NEXUS Gas Transmission (NEXUS).  
 
Please briefly summarize the key points of other OEB proceedings in which Enbridge 
has requested pre-approval of the cost consequences of long term transportation 
contracts. Please indicate the OEB’s decision in terms of its acceptance, or rejection, of 
the application.    
 
 
RESPONSE 
 
Enbridge has requested pre-approval of the cost consequences of a long term 
transportation contract on one other occasion.  That request for pre-approval, which 
related to a long-term transportation contract with TCPL, was assigned case number 
EB-2010-0333 by the Ontario Energy Board.  It was heard together with a similar 
application from Union Gas (EB-2010-0300).   
 
The Board’s Decision and Order in EB-2010-0333 was issued on January 27, 2011.  
The Board denied Enbridge’s application for pre-approval as the Board found that the 
applied-for contract did not qualify for pre-approval under the Board’s Long Term 
Contract Filing Guidelines for the Pre-Approval of Cost Consequences for Long-Term 
Natural Gas Contracts (the “Guidelines”).  The Board found that the contract for which 
Enbridge was seeking pre-approval did not support the development of new natural gas 
infrastructure. 
 
The Board also made reference to the Guidelines in its decision in EB-2011-0242/0283 
(Enbridge and Union request for approval of setting prices for purchase of biomethane).  
In its Interim Decision and Order in that case, the Board found that it was appropriate to 
evaluate the utility requests in light of the Guidelines because the biomethane supply 
arrangements under consideration in that case were long-term in nature to support the 
development of biogas conversion infrastructure, and because the utilities would not 
enter into the supply arrangements without certainty of cost recovery.  The Board did 
not approve the biomethane applications, but provided guidance to the utilities about 
how updated evidence could be filed that would address some of the Board’s concerns 
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around items such as quantifying the benefits of biomethane that would justify paying a 
premium price. 
 
As indicated in the evidence in the current application at Exhibit A, Tab 3, Schedule 1, 
pages 43 to 46, Enbridge believes the NEXUS contract does qualify for pre-approval 
under the Board’s Guidelines.  Enbridge’s participation in the NEXUS pipeline project 
will support the development of new greenfield pipeline infrastructure and will allow for 
direct access to new sources of natural gas supply from a developing supply basin.  
 
Please see also the response to CME Iinterrogatory #1(c) at Exhibit 
I.T1.EGDI.CME.1(c). 
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STAFF INTERROGATORY #4 
 
 
INTERROGATORY 
 
Ref: A/3/1 page 3 / para 8  
 
Enbridge has indicated “anchor shipper” status on NEXUS meaning its participation is 
significant in terms of the project being able to proceed.  
 
In the absence of Union and/or Enbridge committing to the Precedent Agreement 
volumes and 15 year contract length, would the NEXUS transmission project have the 
necessary commitment to be able to proceed?     
 
 
RESPONSE 
 
It is Enbridge’s understanding that the commitments of Union and Enbridge represent 
an important part of the commitments required for NEXUS to move forward.  Enbridge 
does not know for certain whether the loss of Enbridge and Union’s commitments would 
stop NEXUS from proceeding, however, Enbridge does expect that losing these 
commitments could lead NEXUS to reconsider whether to proceed with the project or 
could have impact on the scope of the project.  
 
Even assuming that the project proceeds, loss of the Union and Enbridge commitments 
would reduce supply diversity for the Ontario market and, depending on other 
contractual commitments on NEXUS, limit access for Ontario customers to one of the 
largest supply basins in North America. 
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STAFF INTERROGATORY #5 
 
 
INTERROGATORY 
 
Ref: A/3/1 page 20 / para 53  
 
In the Landed Cost Analysis, it appears that Enbridge’s comparative cost assessment 
was carried out for gas landed at the Dawn Hub.  
 

(a) Please confirm that this is the correct understanding.  
 

(b) Please explain why the Dawn Hub is the appropriate point of comparison for the 
Landed Cost Analysis, as opposed to other delivery points such as Enbridge’s 
Central Delivery Area (CDA) or its Eastern Delivery area (EDA)?  

 
(c) Please add a column to Table 2 (the “May 2015 Landed Cost Analysis Summary” 

table on page 24 para 61) to show the Landed Cost Analysis at Enbridge’s 
Central Delivery Area, as opposed to the Dawn Hub.  

 
(d) Please also add a column to Table 2 (the “May 2015 Landed Cost Analysis 

Summary” table on page 24 para 61) to show the Landed Cost Analysis at 
Enbridge’s Eastern Delivery Area, as opposed to the Dawn Hub  

 
 
RESPONSE 
 
(a) Confirmed, the analysis was completed based on landed costs at the Dawn Hub. 

 
(b) The NEXUS path will deliver natural gas supplies to the Dawn Hub replacing 

supplies from Chicago which are delivered to the Dawn Hub today.  As a result the 
Dawn Hub is the natural comparator. 
 
In addition, the Dawn Hub was used as the point of comparison in the landed cost 
analysis to ensure that the seasonal management of Enbridge’s gas supply portfolio 
is appropriately taken into consideration.  Seasonal management refers to the 
injection of excess natural gas supplies that are acquired by Enbridge in the summer 
months into storage (which is predominately located at the Dawn Hub) when 
demand is low and the withdrawal of stored natural gas supplies in the winter 
season when demand is high.  This consideration is important because 
transportation paths to the delivery areas that do not pass through the Dawn Hub 
(such as supply procured at Empress and transported by TransCanada) will incur 
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incremental costs during the summer season to flow supplies from the delivery areas 
to the Dawn Hub for storage injection.  Conversely, transportation paths that pass 
through the Dawn Hub before reaching the delivery area (such as NEXUS) will not 
incur incremental costs to inject excess supply into storage during the summer 
season.  Accounting for the different seasonal management scenarios is simplified 
by doing the comparison at the Dawn Hub rather than at the delivery areas as the 
costs to transport excess supplies in the summer months to the Dawn Hub for 
injection into storage are consistently accounted for.     
 

(c) The average landed cost to the Enbridge CDA and Enbridge EDA has been added 
to Table 2 and is set out below.  For purposes of determining landed cost at the 
Enbridge CDA and Enbridge EDA, all paths upstream of the Dawn Hub are assumed 
to utilize transport via Union Gas from Dawn to Parkway and from Parkway to the 
respective delivery area via short haul capacity on TransCanada.  As indicated 
above Enbridge believes the relevant delivery point for a landed cost comparison is 
Dawn and not the Enbridge CDA or Enbridge EDA. 
 
The average landed cost for the TCPL from Niagara path include commodity price 
forecasts for Niagara that have been updated from what was filed in the original 
application- please see the response to TCPL interrogatory #9 at Exhibit 
I.T4.EGDI.TransCanada.9 and updated evidence filed August 25, 2015. 
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Path 
May 2015 Average Landed Cost $CDN per GJ 

Dawn Hub Enbridge CDA Enbridge EDA 

Dawn 4.62 4.95 5.30 

Vector 4.88 5.21 5.55 

TCPL from Niagara 4.52 4.53 4.90 

NEXUS (Base Case -15%) 5.04 5.37 5.70 

Rover 5.06 5.39 5.73 

NEXUS (Anchor) 5.14 5.46 5.80 

NEXUS (Base Case) 5.16 5.48 5.82 

NEXUS (Base Case +15%) 5.27 5.60 5.94 

ANR East 5.52 5.85 6.19 

Alliance 5.70 6.03 6.37 

TCPL 6.19 6.39 6.46 

 
 

(d) Please see response to (c) above. 
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STAFF INTERROGATORY #6 
 
 
INTERROGATORY 
 
Ref: A/2/1 page 4 / para 8  
 
Union has estimated potential cost savings of over $700 million (see EB-2015-0166). In 
contrast, Enbridge has not identified any savings of this magnitude (or any savings), 
saying instead that the costs of NEXUS are “competitive” with other alternatives.  
 

a) Given the large discrepancy between the financial benefits identified by Union 
and those of Enbridge, can Enbridge identify the main reasons for such a cost 
savings discrepancy?  

 
b) What portion of any cost savings is expected to materialize for system gas 

customers versus direct purchase customers?  
 

c) Are there any financial benefits that the NEXUS will provide to Enbridge in terms 
of both its regulated and unregulated business activities? Please explain and 
quantify any such benefits.  

 
 
RESPONSE 
 
a) It is the Company’s understanding that the estimated potential cost savings of over 

$700 million stated by Union is predominately the result of the NEXUS transportation 
capacity displacing more expensive Alliance/Vector and TransCanada transportation 
capacity.     
 
Enbridge has already incorporated changes to its natural gas transportation portfolio 
similar to the Union Gas change described above which included the de-contracting 
of capacity originating in western Canada on Alliance and TransCanada, in addition 
to reducing peaking supplies.  The benefits related to these changes have been 
identified in other proceedings such as the leave to construct application for the 
Greater Toronto Area Project (EB-2012-0451).  The benefits of these changes will 
begin to accrue to ratepayers in late 2015. 
 
For Enbridge, the primary benefits of the NEXUS transportation capacity are the 
improvements of diversity, reliability, flexibility, and direct access to cost effective 
supplies being transported to the Dawn Hub.  These benefits are especially 
important when taking into consideration the increased demand for supplies at the 
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Dawn Hub that has been created through regulatory approval of the GTA Project 
and the Dawn Access Settlement Agreement (EB-2014-0323) along with 
TransCanada’s 2015-2030 Tolls and Settlement Agreement application  
(RH-001-2014).   
 

b) Enbridge has not quantified any direct or immediate cost savings.  The cost benefits 
that result from NEXUS will be derived from Enbridge’s gas supply portfolio and the 
Dawn Hub gaining direct access Marcellus and Utica supplies in and around the 
Kensington processing plant in Ohio.  Any market participants that procure natural 
gas in the Dawn Hub directly or indirectly will benefit from the enhanced liquidity that 
will be driven by increased diversity and security of supply that will be provided by 
NEXUS.   
 

c) See response to part b).  Enbridge is not expecting that the NEXUS capacity will 
provide financial benefits to its unregulated business activities.   
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STAFF INTERROGATORY #7 
 
 
INTERROGATORY 
 
Ref: A/3/1 page 24 / para 61 / Table 2  
 
In the May 2015 Landed Cost Analysis Summary table, listed are 3 options that are 
more financially attractive from a landed cost standpoint than the NEXUS Base Case -
15%. These are Dawn, Vector, and TransCanada from Niagara.  
 
For each of the 3 options, please explain why they were rejected in favour of NEXUS.   
 
 
RESPONSE 
 
As indicated at Exhibit A, Tab 3, Schedule 1, page 6, Enbridge relies on four principles 
when establishing its gas supply plan.  An estimate of landed costs based on an 
estimate of future market conditions is but one of these principles which must be 
balanced against the other principles.  NEXUS provides benefits that cannot be 
achieved by procuring supply directly at Dawn or contracting on Vector and/or 
TransCanada for supply from Chicago and/or Niagara respectively.   
 
NEXUS will enhance the diversity of Enbridge’s gas supply portfolio and in turn will 
improve supply portfolio reliability and flexibility at comparable costs.  To more fully 
understand the impact that each of the paths will have on Enbridge’s gas supply 
portfolio, and in particular to the natural gas supply that is acquired by Enbridge on 
behalf of system supply customers, Enbridge has recast the Gas Supply Acquisition 
table provided at Exhibit A, Tab 3, Schedule 1, page 31, Table 3 as a schematic.  This 
schematic, which is provided as Attachment 1 to this response, shows average daily 
supply with direct purchase supply netted out.  It also illustrates the diversity of natural 
gas supplies that are acquired on behalf of system supply customers effective 
November 1, 2017.  The annual supply information provided in Table 3 has been 
converted to a daily averages to differentiate between the acquisition of supply 
throughout the year (which is relatively consistent under normal weather conditions) vs. 
load balancing supply for demand requirements which is accomplished predominately 
through the use of storage injections and withdrawals.  The natural gas supplies 
received on behalf of customers who have elected to procure their own natural gas 
supply through Ontario Transportation Service (“OTS”), Western Transportation Service 
(“WTS”), and Dawn Transportation Service (“DTS”) arrangements have been netted out 
to better understand the diversity of supply procurement that Enbridge is responsible for 
on behalf of its system gas customers.   
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When considering the schematic, it is important to note that Enbridge’s natural gas 
portfolio is relatively balanced.  Each of the WCSB, Niagara, Dawn, and Chicago supply 
hubs contribute between 20%-30% of the total supply portfolio.  When restricting this 
view to the specific paths that are referenced in this interrogatory, the range reduces to 
20%-26% of the total supply portfolio.  Making significant increases to supply purchases 
at Dawn, Chicago (via Vector), or Niagara (via TransCanada) would not provide any 
significant benefits to supply diversity for system gas customers. In fact, procuring 
supply at the three options which are currently more economic could have the opposite 
effect.  For example, if the TransCanada through Niagara path were increased it would 
erode diversity since that path already constitutes the largest percentage of the three 
referenced options.  On the other hand, NEXUS increases diversity of path by 
transporting Appalachian basin gas to Ontario on a new path.  Enbridge agrees with the 
Board’s assessment of the importance of supply diversity that was set out in the GTA 
Project decision, and is quoted in Exhibit A, Tab 3, Schedule 1, page 29 and 30. 
 
A second schematic has also been included in Attachment 1 of this response and 
shows what the daily average supply acquisition will look like when the NEXUS path 
forms part of the Enbridge system gas supply portfolio. 
 
With the addition of NEXUS to Enbridge’s gas supply portfolio, the supply being 
transported to Dawn is significantly more diversified.  This diversification leads to the 
benefits that are discussed in Enbridge’s application. 
 
Direct procurement at Dawn, procurement at Chicago for transport via Vector and 
procurement at Niagara for transport via TransCanada paths were also not selected 
because none of these paths provided the benefits of direct access to the Appalachian 
basin as discussed in the application beginning on page 26 of Exhibit A, Tab 3, 
Schedule 1.   
 
Additionally, it was not feasible to contract for further procurement at Niagara at the time 
the NEXUS opportunity was being considered.  This is because there was insufficient 
available capacity to transport a similar volume of gas from that point.  Although the 
path from Niagara via TransCanada could achieve direct access to the Appalachian 
basin through contracting for additional transportation capacity on pipelines in the 
United States that connect with TransCanada at Niagara or Chippawa.  However, at the 
time when the NEXUS PA was being negotiated, TransCanada would not commit to 
construct any incremental transportation capacity from Niagara or Chippawa which 
made this option infeasible.  This situation was not remedied until recently when the 
Mainline Settlement Agreement was reached.  The National Energy Board approved the 
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2015-2030 Toll and Tariff application1 in November 2014, which included the Mainline 
Settlement Agreement.  
 
Further discussion of the limitations of procuring additional transportation or supply at or 
through Niagara/Chippawa is found in response to Board Staff Interrogatory #9 at 
Exhibit I.T1.EGDI.STAFF.9.  See also the response to TransCanada Interrogatories #5 
and 7 at Exhibit I.T2.EGDI.TransCanada.5 and Exhibit I.T4.EGDI.TransCanada.7. 
  

                                                           
1 National Energy Board letter re: TransCanada PipeLines Limited (TransCanada) Application for Approval of 2015 
to 2030 Tolls (application) RH-001-2014 Decision with Reasons to Follow dated November 28, 2014. 
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Attachment 1 
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STAFF INTERROGATORY #8 
 
 
INTERROGATORY 
 
Ref: A/3/1 page 24 / para 61 / Table 2  
 
Table 2 shows the landed cost analysis for varies alternatives to NEXUS. One 
alternative is simply to purchase gas supply at Dawn (option 1).  
 
Please explain the assumptions Enbridge made for this option in terms of incremental 
supply to Dawn. For example, did it assume that the Rover project was constructed or 
did it assume that NEXUS was built, but Enbridge didn’t contract for capacity - or did it 
simply assume the status quo? Please explain the option of purchasing at Dawn fully. 
 
 
RESPONSE 
 
The landed cost analysis that was conducted by Enbridge was based on existing market 
prices for transportation tolls, transportation fuel ratios, abandonment charge 
adjustments, and abandonment surcharges.  The commodity prices are based on 
forward curves provided by independent third parties such as NGX and Kiodex.  
Enbridge did not make or apply any future market assumptions when conducting the 
landed cost analysis. 
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STAFF INTERROGATORY #9 
  
 
INTERROGATORY 
 
Ref: A/3/1 page 24 / para 61 / Table 2  
 

(a) With regard to the option of “TransCanada from Niagara”, please discuss the 
Company’s view of the role of the Niagara and Chippewa supply points for the 
transportation of Appalachian gas into Enbridge’s franchise over the next 10 to 
20 years.  

 
(b) Is there any reason that the proposed NEXUS volumes could not instead be 

delivered into the franchise via the Niagara and Chippewa import points? Please 
include a discussion of why NEXUS represents a more attractive option than 
“TransCanada from Niagara.”  

 
 
RESPONSE 
 
(a) Enbridge has entered into a 15 year contract with TransCanada to transport 200,000 

GJ/d of supply from Niagara/Chippawa receipt points to the Enbridge Parkway CDA 
effective November 1, 2015.  The supply for this transportation capacity will be 
procured at the Niagara/Chippawa receipt points since Enbridge does not have any 
transportation capacity in its gas supply portfolio that is upstream of Niagara/ 
Chippawa.  Enbridge cannot confirm with certainty that the supplies being received 
at Niagara/Chippawa are sourced from the Appalachian basin, but it is reasonable to 
assume this to be the case currently and into the foreseeable future given the 
proximity and availability of supply of this basin.  
  
Niagara and Chippawa currently do not operate as a liquid supply point.  Enbridge 
has discussed its near term supply arrangements at Niagara/Chippawa in BOMA 
Interrogatory #15 at Exhibit I.T1.EGDI.BOMA.15.  Enbridge has discussed the 
challenges it faced making these arrangements in FRPO Interrogatory #5 at Exhibit 
I.T1.EGDI.FRPO.5.  Enbridge is anticipating that multi-year supply contracts will be 
required to fill the TransCanada capacity from Niagara and Chippawa for at least the 
next several years due to a lack of liquidity at these points. 
 
It is also important to note that contracting for incremental transportation capacity 
from the Appalachian basin to Niagara and Chippawa and then to the delivery area 
would require the coordinated construction of new transportation infrastructure in the 
United States and Canada.  This coordinated construction project would require 
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sufficient market participants that have the ability make the volumetric and financial 
commitments required to support such a project.  The reason a coordinated build is 
required is that there is not currently any significant available capacity to transport 
gas from the Appalachian basin to Niagara/Chippawa.  Further, as explained in 
TransCanada Interrogatory #5 at Exhibit I.T2.EGDI.TransCanada.5, there is also no 
significant available capacity to transport gas away from Niagara/Chippawa to Dawn 
or the franchise areas.   
 

(b) Please see response to part (a) above, and Board Staff Interrogatory #7 at Exhibit 
I.T1.EGDI.STAFF.7. 
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STAFF INTERROGATORY #10 
  
 
INTERROGATORY 
 
Ref: A/3/1 page 19 / para 51  
 
The evidence states that the total cost for the NEXUS capacity over the term of the 
contract is approximately $421.6 million US.  
 
What is the impact on a typical residential customer’s bill of incorporating the NEXUS 
contract volumes into Enbridge’s portfolio versus the status quo portfolio – i.e. without 
NEXUS? 
 
 
RESPONSE 
 
Enbridge anticipates that a typical residential customer’s bill will remain relatively 
unchanged with or without NEXUS based on the current forecast of future market 
conditions.  The NEXUS capacity will be offset by an equivalent volume reduction of 
comparable landed gas cost for supplies procured at Chicago and transported on 
Vector.   
 
Customers will benefit from NEXUS as a result of the protection that it provides from 
uncertainty of future market conditions.  More specifically, one of the benefits of NEXUS 
is the improved diversity that it provides to Enbridge’s gas supply plan.  Although this is 
only one of the benefits that are discussed in detail in Exhibit A, Tab 3, Schedule 1, 
page 26 through 30, it is consistent with the Board’s view that “[s]upply diversity 
enhances security and has the tendency to lower gas prices from what they would 
otherwise be if the market continued to rely on fewer sources of supply”.  All other 
things being equal, the tendency to lower gas prices will result in lower gas bills. 
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APPrO INTERROGATORY #1 
 
 
INTERROGATORY 
 
Reference: i) Exhibit A Tab 3 paragraphs 32 – 41 
 
Preamble: In Reference i), Enbridge notes that Enbridge Inc. was an initial party to the 

MOU and while the MOU has expired, Enbridge Inc. continues in discussions 
with the parties about potential participation in the project. Enbridge also 
notes that the commercial reality of greenfield pipeline development requires 
a minimum contractual commitment 

 
a) Please provide Enbridge’s understanding of the minimum level of contractual 

commitments necessary for the NEXUS Pipeline proponents to proceed with the 
development. 

 
 
RESPONSE 
 
Please see response to Board Staff Interrogatory #4 at Exhibit I.T1.EGDI.STAFF.4. 
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APPrO INTERROGATORY #2 
 
 
INTERROGATORY 
 
Reference: i) Exhibit A paragraph 73 
 
Preamble: Enbridge notes that as a result of increased demand at Dawn, liquidity and 

cost competiveness could be impacted without new infrastructure.  
 
a) Please provide Enbridge’s understanding of the amount of net increase in capacity 

into the Dawn Hub that will result from: 
 
a) The proposed NEXUS Pipeline as of November 1, 2017 
b) The proposed Rover Pipeline. 

 
 
RESPONSE 
 
a) Enbridge understands that approximately 500,000 Dth/day is contracted on the 

NEXUS pipeline for delivery to Dawn.  That arrangement includes contracting by 
NEXUS on DTE and Vector for delivery from the end of the NEXUS pipeline to 
Dawn.   
 
Additional supplies of 260,000 Dth/day transported on NEXUS will reach Dawn using 
transportation capacity from Michigan that is already held by Enbridge and Union on 
Vector and St. Clair pipeline.    
 
Enbridge notes that the initial long term contracts on Vector are at or around their 
expiry dates.  Enbridge understands that Vector capacity will be utilized by both 
NEXUS and Rover to facilitate flows into Dawn.  Absent NEXUS and Rover, it may 
have been that parties would not renew Vector capacity and the net volume into the 
Dawn hub would reduce.  After NEXUS and Rover are in service, Enbridge 
understands that the pipelines that connect NEXUS to Dawn, including Vector, will 
be able to increase their transportation capacity to Dawn as a result of the NEXUS 
and Rover flows.   
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b) Enbridge understands, based on publicly available information, that up to 
1,100,000 Dth/d of capacity has been contracted to the Market Zone North on 
Rover.  Enbridge understands that Market Zone North refers to a delivery point on 
Rover which encompasses the delivery points of Dawn, PEPL North and Vector. 
Therefore a portion of this contracted capacity may not be contracted on a path that 
can flow all the way to Dawn. 
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APPrO INTERROGATORY #3 
 
 
INTERROGATORY 
 
Reference: i) Exhibit A paragraph 99 
 
Preamble: Enbridge notes that volatility at the Dawn Hub will be reduced due to the 

increase in supply sources connected to the Dawn Hub. APPrO would like to 
better understand this benefit. 

 
a) Please explain how volatility is defined and quantitatively measured. 
b) Please provide the current quantitative assessment of volatility at the Dawn Hub. 
c) Please provide the expected volatility after the NEXUS pipeline comes into service 

and every other new supply source implied in Reference i). 
 
 
RESPONSE 
 
a) Standard measures of volatility can include standard deviation of prices, range 

between maximum and minimum prices, amongst others.  Enbridge notes that lower 
volatility is a characteristic of a liquid hub.   
 

b) Enbridge does not have a current quantitative assessment of volatility at the Dawn 
hub. 
 

c) The reference to which APPrO is referring to above indicates that Enbridge expects 
volatility to be reduced at the Dawn hub.  Enbridge has not indicated that volatility 
will be reduced at the Dawn hub. Enbridge has not developed a projection of 
expected volatility at the Dawn hub after the NEXUS pipeline has come into service.  
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APPrO INTERROGATORY #4 
 
 
INTERROGATORY 
 
Reference: i) Exhibit A 
 
Preamble: Enbridge has noted that it will enter into long term transportation on NEXUS. 

APPrO would like to understand how Enbridge expects to recover the costs 
associated with such capacity.  

 
a) Please indicate which customers will be allocated the costs associated with this 

capacity. 
 

b) Please indicate which customers will be expected to pay for any gas supply 
purchased for the related transportation capacity on the NEXUS Pipeline 

 
 
RESPONSE 
 
a) Enbridge plans to provide gas supply and transportation service using the NEXUS 

contract.  The cost of NEXUS capacity will be charged/recovered from customers 
who receive transportation service from Enbridge (i.e., system gas and Western  
T-Service customers). 
 

b) The cost of gas supply will be recovered/charged to customers who receive gas 
supply service from Enbridge (i.e., system gas customers). 



 
Filed:  2015-08-25 
EB-2015-0175 
Exhibit I.T1.EGDI.UNION.BOMA.1 
Page 1 of 1 

Witnesses: J. LeBlanc 
A. Welburn 

BOMA INTERROGATORY #1 
  
 
INTERROGATORY 
 
Ref:  General 
 
Please provide a list of proceedings since the Guidelines were put in place in which 
Union and EGD applied for pre-approval of long-term contracts, and for each case, 
whether the Board approved or did not approve the request. 
 
 
RESPONSE 
 
Please see the response to CME Interrogatory #1 at Exhibit I.T1.EGDI.CME.1 and 
Board Staff Interrogatory #3 at Exhibit I.T1.EGDI.STAFF.3. 



 
Filed:  2015-08-25 
EB-2015-0175 
Exhibit I.T1.EGDI.UNION.BOMA.2 
Page 1 of 1 

Witnesses: J. LeBlanc 
A. Welburn 

BOMA INTERROGATORY #2 
  
 
INTERROGATORY 
 
Ref: Tab 1 
 
What percentage of the NEXUS pipeline's total planned capacity do Union and EGD 
initial commitment constitute?  Please provide a list of shippers that have signed 
Precedent Agreements for the project, in each case indicating whether they are an LDC, 
or producer (agent for producer) the volumes, the receipt and delivery points.  If there 
are confidentiality issues (for non-LDC shippers only), shipper can be identified as A, B, 
C. 
 
 
RESPONSE 
 
Enbridge understands that the total current planned capacity of NEXUS is 
approximately 1.5 million Dth/d; therefore, Union and Enbridge’s combined capacity 
represents 17.3% of total planned capacity.   
 
Enbridge is aware that the following seven parties have signed Precedent Agreements 
with NEXUS (where volumes are known, these are noted).  
 

• Enbridge – 110,000 Dth/d 
• Union Gas – 150,000 Dth/d 
• DTE Gas Company – 75,000 Dth/d 
• DTE Electric Company – 75,000 Dth/d 
• Chesapeake Energy Marketing Inc. 
• CNX Gas Company LLC 
• Noble Energy Inc. 
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BOMA INTERROGATORY #3 
  
 
INTERROGATORY 
 
Ref: Tab 1 
 
Please provide copies of, or links to, the most recent annual and six-month reports of 
the publicly listed parent companies of the two lead developers of the NEXUS pipeline, 
Spectra Inc. and DTE Inc. 
 
 
RESPONSE 
 
Annual and quarterly financial reports are made publically available through EDGAR on 
the U.S. Securities and Exchange Commission website.  
 
Spectra Energy Corp.  
https://www.sec.gov/cgi-bin/browse-
edgar?action=getcompany&CIK=0001373835&owner=exclude&count=40&hidefilings=0  
 
DTE Energy Co.  
https://www.sec.gov/cgi-bin/browse-
edgar?action=getcompany&CIK=0000936340&owner=exclude&count=40&hidefilings=0 

https://www.sec.gov/cgi-bin/browse-edgar?action=getcompany&CIK=0001373835&owner=exclude&count=40&hidefilings=0
https://www.sec.gov/cgi-bin/browse-edgar?action=getcompany&CIK=0001373835&owner=exclude&count=40&hidefilings=0
https://www.sec.gov/cgi-bin/browse-edgar?action=getcompany&CIK=0000936340&owner=exclude&count=40&hidefilings=0
https://www.sec.gov/cgi-bin/browse-edgar?action=getcompany&CIK=0000936340&owner=exclude&count=40&hidefilings=0
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BOMA INTERROGATORY #4 
  
 
INTERROGATORY 
 
Ref: Tab 1 
 
Please provide the projected annual expenditures on the NEXUS project tolls (assuming 
equal annual volumes purchased over the fifteen year contract term), and show that as 
a percentage of the total projected pipeline tariffs paid by each utility over each of the 
years 2017, 2018, 2019, 2020, 2021. 
 
 
RESPONSE 
 
Please see the table below. 
 

 

2017 2018 2019 2020 2021
NEXUS Cost ($CDN Million) -$                35.1$              34.9$              34.8$              34.6$              
% of Total Transportation Costs 0.0% 5.9% 6.4% 6.4% 6.4%
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BOMA INTERROGATORY #8 
  
 
INTERROGATORY 
 
Ref: Tab 1 
 
Do Union and EGD agree that Dawn is now a liquid hub, and will remain a liquid hub 
regardless of whether either company contracts with NEXUS transmission?  If not, 
please explain.  Please discuss fully. 
 
 
RESPONSE 
 
Enbridge agrees that Dawn is currently a liquid hub.   As a result of the opening up of 
access to Dawn from Eastern Canada and the Northeastern US, Enbridge sees that 
there will be substantial new demands placed on Dawn.  Enbridge believes that NEXUS 
is part of the increased connectivity and supplier diversity needed for Dawn to remain 
liquid given these new demands.  Dawn liquidity is important to Enbridge as both its 
system gas supply portfolio and a large majority of its direct purchase customers have 
and/or will rely on Dawn supplies going forward. 
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BOMA INTERROGATORY #10 
  
 
INTERROGATORY 
 
Ref: Ibid, Page 42 
 

"Sussex reviewed the landed cost analysis prepared by the Ontario LDCs to 
verify that: (1) the approach was reasonable and consistent with typical landed 
costs approaches; (2) alternative options had been identified and modeled; and 
(3) the decision process and analysis was documented." 

Please confirm that NEXUS did not do its own landed cost analysis of the options 
available to the two utilities. 
 
 
RESPONSE 
 
As the question is drafted, Sussex is not aware if NEXUS conducted its own landed cost 
analysis.  Assuming the question meant to refer to Sussex and not NEXUS, Sussex did 
not complete its own landed cost analysis.   
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BOMA INTERROGATORY #11 
  
 
INTERROGATORY 
 
Ref: Ibid 
 
You have provided information on pre-approval processes and recent decisions in four 
states in the United States. 
 

(a) Are these the only four states that make provision for pre-approvals of 
long-term natural gas? 
 

(b) If not, what other states provide such pre-approval option?  For each such 
state, please provide references for legislation/PUC guidelines/recent 
decisions. 

 
 
RESPONSE 
 
a) The four states (i.e., Massachusetts, Connecticut, Florida, and North Carolina) 

reviewed by Sussex in the Sussex Report were intended to be a representative, and 
not exhaustive, list of other regulatory jurisdictions that have implemented processes 
regarding pre-approval of pipeline capacity contracts. 
 

b) As stated in the response to BOMA interrogatory #11a at Exhibit 
I.T1.EGDI.UNION.BOMA.11, Sussex has not conducted an exhaustive search of the 
pre-approval options in other states. However, as a result of recent project work 
Sussex is aware of the pre-approval processes for pipeline capacity in New 
Hampshire and Maine, which are summarized below.  
 
New Hampshire 
On June 26, 2015 in Docket Number DG-14-380, the staff of the New Hampshire 
Public Utilities Commission and Liberty Utilities (i.e., EnergyNorth Natural Gas) 
submitted a settlement recommending the approval of a Precedent Agreement 
between EnergyNorth and Tennessee Gas Pipeline for a capacity contract on the 
Northeast Energy Direct Project. 
 
To receive approval for the Precedent Agreement between EnergyNorth and 
Tennessee Gas Pipeline, the New Hampshire Public Utilities will need to determine 
if the contract for pipeline capacity is prudent and in the public interest. 
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To demonstrate that the Precedent Agreement with Tennessee Gas Pipeline is in 
the public interest, EnergyNorth filed testimony summarizing the contract and 
demonstrating EnergyNorth’s need for the capacity to replace existing capacity and 
to meet forecasted long-term demand.  In addition, EnergyNorth provided 
quantitative and qualitative analysis to support the decision to enter into the 
Precedent Agreement. 
 
Maine 
On August 11, 2015 in Docket Number 2015-00063, the Maine Public Utilities 
Commission approved a settlement between Maine Natural Gas, the Maine Office of 
the Public Advocate, and Northeast Energy Solutions with respect to a Precedent 
Agreement between Maine Natural Gas and Algonquin Gas Transmission/Maritimes 
and Northeast Pipeline for pipeline capacity on the proposed Atlantic Bridge Project.  
As discussed in the MNG application for approval, the Maine Public Utilities 
Commission (“ME PUC”) is tasked with determining that the decision of MNG to 
enter into the Atlantic Bridge Precedent Agreement is prudent and “represents 
efficient operation of the utility and the utilization of sound management practices.”  
To support this requirement, MNG filed testimony and other supporting materials 
including the following: 
 

• A demonstration of the need to begin holding upstream pipeline capacity,  
• A summary  of the key terms of the agreement, 
• A demonstration of the cost effectiveness of the proposed agreement, and 
• A qualitative discussion of the benefits of the project, including its 

consistency with Maine Energy Policy.  
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BOMA INTERROGATORY #13 
  
 
INTERROGATORY 
 
Ref: Exhibit A, Tab 3, Schedule 1, Page 2 of 46 
 
Has EGD decided it will not proceed to sign a contract with NEXUS in the event the 
Board does not approve its application in this case? 
 
Given the proposed timeline for this case, has EGD requested an extension in the 
October 15, 2015 date for the condition precedent of Board approval?  Has it, or will it 
waive the condition precedent? 
 
 
RESPONSE 
 
The deadline in the PA for receiving Ontario Energy Board pre-approval is October 1, 
2015.  Enbridge has not requested an extension from NEXUS at this time.  Enbridge 
does have the option to give notice of temporary waiver of the condition precedent 
around Board pre-approval but has not yet taken that step.  Enbridge will provide notice 
of temporary waiver should it become necessary.  Please see Board Staff 
Interrogatory #19 at Exhibit I.T4.EGDI.STAFF.19 for further comments related to the 
exercise of the temporary waiver on this condition precedent. 
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BOMA INTERROGATORY #14 
  
 
INTERROGATORY 
 
Ref: Exhibit A, Tab 3, Schedule 1, Page 2 
 
Please confirm that EGD has arranged to transport 200,000 GJs of natural gas from 
Niagara/Chippewa directly to its service area via the TCPL domestic line.  What is the 
term of the contract?  What is the current tariff?  What is the forecast tariff over the term 
of the contract? 
 
 
RESPONSE 
 
Enbridge has contracted for 200,000 GJ/d of transportation capacity from 
Niagara/Chippawa to the Enbridge Parkway CDA.  This delivery point is a direct access 
point to Enbridge’s service area.  The contract term is 15 years.  The current tariff is 
$0.2462 per GJ/d inclusive of abandonment charges.  Enbridge is not aware of the 
existence of, nor does it have a forecast of the toll for this path over the term of the 
contract.  Enbridge assumed the toll remains constant at the above level for the entire 
landed cost evaluation period in the landed cost analysis set out in the pre-filed 
evidence at Exhibit A, Tab 3, Schedule 1, Appendices B and C. 
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BOMA INTERROGATORY #15 
  
 
INTERROGATORY 
 
Ref: Ibid 
 
Please advise whether EGD has or will purchase this natural gas at the border or at an 
upstream hub in Marcellus/Utica shale region, and if so, which hub, and on which of the 
three pipeline projects from Marcellus/Utica to the Canadian border will it (or its vendor) 
transport the gas.  What is the term of the commodity contract?  Who is the vendor?  Is 
the commodity price fixed for the term, or is it based on an index and, if so, which 
index? 
 
 
RESPONSE 
 
Enbridge has contracted for natural gas purchases to fill some of this Niagara/Chippawa 
capacity and is working to finalize contracts for the remainder of the capacity for the 
next two winter seasons.  All contacts completed and anticipated are for purchases at 
the Canada/U.S. border.  All commodity contracts are expected to begin January 1, 
2016 and span 22 months.  One contract applies only to the winter periods; no supply 
will be delivered during the summer months of April through October.  Enbridge is 
dealing with four suppliers.  For confidentiality reasons these suppliers cannot be 
identified.  Pricing on contracts executed to date is based on a Dawn index.  In securing 
supply to fill this capacity Enbridge struggled to find suitable counterparties.  Most 
counterparties bringing gas to Niagara/Chippawa have contracted for transportation 
onward to either Parkway or Dawn. 
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BOMA INTERROGATORY #16 
  
 
INTERROGATORY 
 
Ref: Ibid 
 
Does EGD agree that the arrangements allow it to obtain natural gas "directly" from the 
Marcellus/Utica basins?  Please discuss.  If not, please explain what material 
disadvantages and benefits are to it of buying at Niagara versus buying at one of the 
Marcellus Hubs, such as Leidy or Dominion North, or at some field point. 
 
 
RESPONSE 
 
Enbridge does not agree that the transportation capacity from Niagara/Chippawa allows 
it to obtain natural gas "directly" from the Marcellus/Utica basins.  For Enbridge, 
“directly” from Marcellus/Utica would mean holding capacity further upstream into the 
production areas of the basin and purchasing gas there.   
 
Enbridge buys nearly 300 million GJ of natural gas on behalf of system gas customers 
annually.  Enbridge believes that when purchasing this level of natural gas that diversity 
of supplier and supply path is important to protect customers from pricing and reliability 
issues that can and do occur.  Part of Enbridge’s strategy has traditionally been to 
purchase gas from each basin it can access at hubs (Dawn and Chicago) and to 
purchase the remainder closer to or within the basins themselves. Another part of 
Enbridge’s strategy also diversifies within basins where possible.  Today Enbridge 
accesses the WCSB from three different points.  Some gas is procured on the NOVA 
system and some at Empress.  Both sources of supply are transported to the franchise 
and/or storage via the TransCanada Mainline.  Enbridge also uses Alliance to transport 
gas procured at CREC to Chicago.  These supplies then flow to Dawn via capacity on 
Vector. The benefit of this strategy is to access a greater variety of 
suppliers/counterparties and to protect customers from pricing issues that can occur at 
hubs but not necessarily at the basins supplying those hubs.  The strategy employed 
with NEXUS, in conjunction with the Marcellus/Utica supply sourced at Niagara, is 
similar to the current strategy of procuring from three points within the WCSB. 
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BOMA INTERROGATORY #17 
  
 
INTERROGATORY 
 
Please confirm that in the Dawn Transport Hub proceeding, EGD agreed that if there 
were sufficient customer demand, it would establish a Niagara Transportation Service 
(which will give customers the ability to contract for gas supply on a direct purchase 
basis at Niagara).  Has EGD taken any steps to determine the level of customer interest 
in such a service? 
 
 
RESPONSE 
 
Not confirmed.  In the Dawn Access Consultative Settlement, Enbridge and interveners 
agreed that Enbridge would remain in communication with customers about the demand 
for additional bundled transportation services.  If demand for such a service, from a 
liquid market hub, of at least 50,000 GJ/d emerges, Enbridge will respond by consulting 
with market participants about the potential to implement the service.  Provisions in the 
Dawn Access Consultative Settlement were not specific to the Niagara receipt point on 
the TransCanada system.  
 
Immediately prior to presentation of the Dawn Access Consultative Settlement to the 
Board, Enbridge and FRPO reached an agreement specific to the Niagara receipt point. 
In that agreement Enbridge indicated, inter alia, that it would establish a process with 
market participants to discuss market access to newly emerging direct purchase 
delivery points with the specific objective of clearly defining the required criteria (in 
particular, liquidity) that must be met before Enbridge will establish a transportation 
service from any such points.  Enbridge expects to begin this process in 2016. 
 
Enbridge would note that the Dawn Access Consultative Settlement is specific to direct 
purchase service options whereas the immediate application concerns pre-approval of 
the cost consequences for transportation services to be used to supply system gas 
customers. 
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BOMA INTERROGATORY #18 
  
 
INTERROGATORY 
 
Ref: Ibid, Page 15 
 
Please provide copies of NEXUS's original, and two supplemental open seasons 
documentation. 
 
 
RESPONSE 
 
Attached please find copies of the NEXUS open seasons. 
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BOMA INTERROGATORY #19 
  
 
INTERROGATORY 
 
Please provide the names of US LDCs that have signed Precedent Agreements with 
NEXUS.  Which, if any, of these LDCs have applied for pre-approval from their 
respective regulators? 
 
 
RESPONSE 
 
Enbridge is aware of one U.S. gas LDC, DTE Gas Company, that has signed a 
Precedent Agreement with NEXUS.  Enbridge understands that DTE Gas Company has 
requested approval from the Michigan Public Service Commission for all the costs and 
expenses associated with the NEXUS transportation contract.  
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BOMA INTERROGATORY #20 
  
 
INTERROGATORY 
 
Ref: Ibid, Page 24, Table 2 
 
EGD states, in its Landed Cost Analysis, that its "TransCanada from Niagara" option is 
$4.90 CDN/GJ.  The figure on Page 25 shows the "Niagara Path" as a path from 
Niagara to Dawn.  Please provide the landed costs for the existing 200,000 GJ pathway 
from Niagara to Parkdale/EGD, as well as the Niagara to Dawn path shown on the 
diagram for 2016, 2017 and beyond. 
 
 
RESPONSE 
 
The landed cost analysis of the Niagara to Dawn path is detailed in Exhibit A, Tab 3, 
Schedule 1, Appendix C (updated August 25, 2015).  This is found in the line titled 
“TCPL from Niagara”.   
 
The landed cost from Niagara to Union Parkway Belt is equivalent to the landed cost for 
the Niagara to Enbridge Parkway CDA path.  This is because the toll for each of the 
aforementioned paths is identical as are all other landed cost analysis assumptions for 
these paths.  The landed costs for the Niagara to Union Parkway Belt path is set out in 
the response to FRPO Interrogatory #13 at Exhibit I.T1.EGDI.FRPO.13.  
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BOMA INTERROGATORY #21 
  
 
INTERROGATORY 
 
Ref: March 20, 2015 NEXUS Gas Transmission LL.C. Updated Stakeholder List and 

Project Update, Page 2 (Exhibit A, Tab 3, Schedule 1, Page 40) 
 
In the update, NEXUS advised FERC that it can meet the objectives of its proposed 
Project by using thirty-six inch diameter pipe, rather than a forty-two inch pipeline. 
 
What will the impact on the final estimated project cost, and the reservation rate 
(demand charge) of this change in project scope?  Please discuss fully. 
 
 
RESPONSE 
 
It is Enbridge’s understanding that the $2.019 billion US capital estimate provided by 
NEXUS in its letter dated June 3, 2015 (See Exhibit A, Tab 3, Schedule 1, Appendix H) 
was based on its most current construction cost estimates. This estimate  included 
scope changes up to that date.  The capital cost tracking mechanism adjusts the final 
reservation rate based on final capital cost variance relative to this estimate.  Therefore 
this scope change in and of itself should have no impact on the final estimated project 
cost and/or the reservation rate. 
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BOMA INTERROGATORY #22 
  
 
INTERROGATORY 
 
Ref: Exhibit A, Tab 3, Schedule 1, Appendix C 
 
In the first table, Landed Cost of "TCPL from Niagara" is shown as CDN$4.13/GJ in 
2017, increasing to CDN$5.77 in 2032 for an average cost of CDN$4.90.  Please 
provide the basis and the calculation of the escalation of that rate over time. 
 
 
RESPONSE 
 
Please see the response to TransCanada Interrogatory #9 at Exhibit 
I.T4.Enbridge.TransCanada.9. 
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CCC INTERROGATORY #1 

 
 
INTERROGATORY 
 
(Ex. A/T2/S1/p. 2) 
 
How did EGD decide what level of capacity to contract for?  Please explain in detail how 
that assessment was made.   
 
 
RESPONSE 
 
Please see response to FRPO Interrogatory #5 at Exhibit I.T1.EGDI.FRPO.5. 
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CCC INTERROGATORY #2 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 2) 
 
The evidence states that NEXUS provides additional benefits relative to Niagara 
through increased diversity of path and the ability to obtain natural gas directly from the 
supply basins.  Please provide all analyses undertaken that compared the Niagara 
option to the NEXUS option.  Please explain the extent to which any arrangements with 
Union Gas have influenced EGD’s decision to contract on NEXUS.  Please set out any 
arrangements EGD has with Union Gas regarding the NEXUS supply.   
 
 
RESPONSE 
 
Please see Exhibit A, Tab 3, Schedule 1, Appendix B and Appendix C (updated) for a 
landed cost analysis which compare NEXUS with Niagara as well as a number of other 
supply options.  Enbridge has also conducted subsequent landed costs analysis in 
response to interrogatories received from Board Staff (Exhibit I.T1.EGDI.STAFF.5c), 
Exhibit I.T1.EGDI.STAFF.5d), and Exhibit I.T3.EGDI.STAFF.16), TransCanada (Exhibit 
I.T1.Enbridge.TransCanada.3), and FRPO (Exhibit I.T1.EGDI.FRPO.13).  
 
Diversity of path, diversity of suppliers, direct access to producers and diversity directly 
within in the basin are why NEXUS makes sense as a compliment to supply accessed 
through Niagara.  The impact of including NEXUS supply in Enbridge’s gas supply 
portfolio is outlined in Tables 3 and 4 found at Exhibit A, Tab 3, Schedule 1, pages 31 
and 32.  Niagara supply is expected to be approximately 15% of Enbridge’s overall gas 
supply portfolio (26% for the system gas customer supply portfolio).  The combination of 
NEXUS and Niagara will make up 26% of the overall portfolio (41% for the system gas 
customer supply portfolio) accessing Appalachian basin supply.  
 
Further discussion of the NEXUS option relative to other paths can be found in the 
response to Board Staff Interrogatory #7 at Exhibit I.T1.EGDI.STAFF.7. 
 
Enbridge does not have any arrangements with Union Gas that influenced the decision 
to contract on NEXUS.  Enbridge does not have any supply arrangements with Union 
Gas for NEXUS supply.  Enbridge has not entered into any new transportation 
arrangements with Union to support the NEXUS contract.   
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CCC INTERROGATORY #3 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 3) 
 
To date how much has EGD spent with respect to “pre-service project costs”? 
 
 
RESPONSE 
 
Enbridge is not the project developer and has spent nothing on pre-service costs. 
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CCC INTERROGATORY #4 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 3) 
 
How many shippers are underpinning the decision to proceed with the project?  When 
will the decision to proceed be made by NEXUS?  What are all of the factors that will 
determine whether the project will proceed?   
 
 
RESPONSE 
 
Enbridge is not aware of the total number of shippers underpinning the NEXUS pipeline.  
Enbridge understands that NEXUS has executed Precedent Agreements with seven 
shippers and continues to negotiate with other prospective shippers.       
 
Enbridge’s current understanding of the NEXUS project timeline has been provided at 
Exhibit A, Tab 3, Schedule 1, page 13, paragraph 35.  Enbridge believes the next 
critical step for NEXUS would be its FERC application which is expected to be filed in 
November of this year.  Enbridge believes that NEXUS would like to understand the 
outcome of this proceeding before it makes a final commitment to proceed with the 
project.  There are a number of factors Enbridge expects NEXUS will weigh to 
determine if the project will proceed.  Shipper commitment level is certainly a critical 
factor along with continuing support from the project proponents and regulatory and 
government approvals in both the US and Canada (including the receipt of a Certificate 
of Public Convenience and Necessity).  
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CCC INTERROGATORY #5 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 3) 
 
EGD has the ability to increase contracted volumes on the pipeline.  Does EGD also 
have the right to reduce contracted volumes?  If not, why not?   
 
 
RESPONSE 
 
No.  Enbridge does not have the right to reduce contracted volumes.  In order for new 
pipelines to proceed, project developers need committed shippers for committed 
volumes to ensure that the developers build new infrastructure they will have a 
reasonable chance to recover their investment.  Without shippers committing to capacity 
such infrastructure would never be built.  
 
See also the response to Energy Probe Interrogatory #2 at Exhibit 
I.T1.EGDI.Energy Probe.2.   
 
Enbridge would also note that it did reduce its volume for reasons discussed in the 
response to FRPO Interrogatory #5 at Exhibit I.T1.EGDI.FRPO.5.  Further, as 
discussed in the pre-filed evidence at Exhibit A, Tab 3, Schedule 1, page 36, 
paragraph 94 and in the response to Board Staff Interrogatory #1 at Exhibit 
I.T1.EGDI.STAFF.1, Enbridge will retain flexibility in its supply portfolio in order to allow 
for pursuit of other attractive transportation options should they become available.  
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CCC INTERROGATORY #6 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 4) 
 
EGD states that the risks have been “largely” mitigated through favourable terms 
negotiated in the Precedent Agreement, the strength of the lead developers and current 
production expectations for the Utica and Marcellus basins.  What risks remain, and 
how will EGD’s ratepayers be protected against those risks? 
 
 
RESPONSE 
 
Risks to ratepayers and the mitigants protecting ratepayers against these risks have 
been discussed in detail in the pre-filed evidence.  Please see Exhibit A, Tab 3, 
Schedule 1, pages 35 to 43. 
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CCC INTERROGATORY #7 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 5) 
 
Was the Sussex Study subject to an RFP?   If not, why not?  Please provide the RFP 
and the Final Terms of Reference for the study.   What are the total costs of the study 
and how will those costs be recovered?   
 
 
RESPONSE 
 
The Sussex Study was not subject to an RFP.  Sussex was chosen by Enbridge after 
discussions with Union.  Both LDCs agreed that it did not make sense from a cost 
perspective to each hire consultants for what would be the same or very similar work.  
Union recommended Sussex because of Sussex’s familiarity with the Ontario gas 
supply market.  Through discussions with Sussex, the LDCs became aware that Sussex 
had also assisted other entities in pre-approval applications.  The total cost of work by 
Sussex to date is approximately $192,000 USD.  The cost of the Sussex work is being 
divided 50/50 with Union.  These costs will form a part of Enbridge’s O&M spending, the 
level of which has already been fixed for each year of the current IR term.   
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CCC INTERROGATORY #8 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 6)   
 
EGD has filed its 2014-2015 Gas Supply Memorandum in this case.  Please explain the 
relief EGD is seeking in this case with respect to that Memorandum.  
 
 
RESPONSE 
 
Enbridge is not seeking any relief related to its 2014-2015 Gas Supply Memorandum in 
this case.  The document is filed for information purposes. 
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CCC INTERROGATORY #9 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 8) 
 
Given the cost of this contract did EGD retain expert advice regarding the 
appropriateness of this decision in addition to the Sussex Study?  If not, why not?  If so, 
please provide all other expert reports.  
 
 
RESPONSE 
 
Enbridge did not retain specific expert advice to make this contracting decision other 
than Sussex.   Along with their report filed as part of the pre-filed evidence at Exhibit A, 
Tab 3, Schedule 2, Sussex also provided an earlier memo discussing gas supply in the 
Appalachian region.  This memo has been filed in response to SEC Interrogatory # 2 at 
Exhibit I.T1.EGDI.SEC.2.   
 
Enbridge did not retain any other expert assistance, as has the expertise and access to 
sufficient industry information to evaluate transportation contracting options available to 
it. 
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CCC INTERROGATORY #10 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 9) 
 
EGD is planning to obtain 200,000 GJ/day of gas supply in 2015 and 2016 through 
receipts at Niagara.  How long is that contract?  How does the capacity compare to that 
under the NEXUS contract?  
 
 
RESPONSE 
 
The supply contracts from Niagara for 2015 and 2016 are discussed in response to 
BOMA Interrogatory #15 at Exhibit I.T1.EGDI.BOMA.15.  The transportation contracts 
from Niagara for 2015 and 2016 are discussed in response to BOMA Interrogatory #14 
at Exhibit I.T1.EGDI.BOMA.14.  See CCC Interrogatory #2 at Exhibit I.T1.EGDI.CCC.2 
for a discussion on how the Niagara and NEXUS capacity compare. 
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CCC INTERROGATORY #11 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 12) 
 
What is the current status regarding Enbridge Inc.’s potential involvement in the NEXUS 
pipeline?  
 
 
RESPONSE 
 
The status of Enbridge Inc.’s potential involvement in the NEXUS pipeline has not 
changed since Enbridge filed its evidence in this application.  Enbridge would point out 
however that its evaluation of the NEXUS capacity has and will continue to be 
independent of Enbridge Inc.’s potential involvement in the NEXUS pipeline. 
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CCC INTERROGATORY #12 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 17) 
 
EGD is contracting for 110,000 Dth per day on the NEXUS pipeline.  What is the 
equivalent commitment in GJ/day?  
 
 
RESPONSE 
 
110,000 Dth/day is approximately equal to 116,056 GJ/day. 
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CCC INTERROGATORY #13 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 19) 
 
EGD has indicated that it has undertaken a review of the forecast costs associated with 
Marcellus or Utica gas supply via NEXUS, as compared to other supply options.  Please 
provide copies of all of that analysis.   
 
 
RESPONSE 
 
Please see Exhibit A, Tab 3, Schedule 1, Appendix B and Appendix C. 
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CCC INTERROGATORY #14 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 36) 
 
Please explain how the variance between the US and Canadian dollar impacts the 
NEXUS contract.   
 
 
RESPONSE 
 
An increase in the US exchange rate will increase the tolls under the NEXUS contract, 
when those costs are expressed in Canadian dollars.  The same will hold true for all 
transportation contracts that originate in the United States.   
 
For the impact of exchange rates on landed costs, please see response to Board Staff 
Interrogatory #16 at Exhibit I.T3.EGDI.STAFF.16 where Enbridge has compared its 
original (May 2015) landed cost with the same parameters while adjusting the exchange 
rate to 1.40 CAD/USD.   
 
Exchange rate risks are discussed at Exhibit A, Tab 3, Schedule 1, at page 38 
(paragraph 101).   



 
Filed:  2015-08-25 
EB-2015-0175 
Exhibit I.T1.EGDI.CCC.15 
Page 1 of 1 

Witnesses: J. LeBlanc 
 A. Welburn 

CCC INTERROGATORY #15 
 
 
INTERROGATORY 
 
(Ex. A/T3/S1/p. 39) 
 
Please explain how with respect to the risks associated with the construction and 
bringing into operation of a greenfield pipeline, the PA that Enbridge has negotiated 
places most of these risks on NEXUS, and caps EGD’s exposure to the consequences 
of cost overruns.   
 
 
RESPONSE 
 
Enbridge discusses this in detail in paragraphs 104 to 109 of the pre-filed evidence.  
See Exhibit A, Tab 3, Schedule 1, pages 39 to 41. 
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CME INTERROGATORY #1 
  
 
INTERROGATORY 
 
Ref: Exhibit A 
 
CME supports the rational development of new natural gas infrastructure in Ontario. 
Particularly, CME believes that there is benefit in connecting Ontario to the Appalachian 
region of the United States Northeast, which is a fast-growing production region of 
natural gas in North America. That said CME wishes to better understand the need for 
pre-approval of the cost consequences of the NEXUS long-term contract. In this regard, 
please answer the following questions: 
 

(a) CME understands that EGD has previously requested pre-approval of long-term 
natural gas supply and/or upstream transportation contracts from the Ontario 
Energy Board ("Board"). Please identify all of the previous applications in which 
EGD has sought pre-approval of the cost consequences associated with a long-
term natural gas supply and/or upstream transportation contract.  
 

(b) For each of the previous applications in which pre-approval was sought, please 
confirm whether the Board granted pre-approval. 

 
(c) Please identify all differences within this application, as compared to previous 

applications in which pre-approval was denied by the Board, which would justify 
the Board granting pre-approval in this case. 
 

(d) Is EGD aware of the Board ever providing pre-approval of the cost 
consequences of a long-term natural gas supply and/or upstream transportation 
contract to any Ontario distributor? If yes, please identify the applications in 
which approval was granted. 

 
 
RESPONSE 
 
a) Please see the response to Board Staff Interrogatory #3 at Exhibit 

I.T1.EGDI.STAFF.3. 
 

b)  Please see response to a) above. 
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c) Past applications are not the appropriate test of the appropriateness of pre-approval 
for this application.  While the decisions in such applications provide some guidance 
as to what prior Board panels have required in order to achieve pre-approval, such 
decisions are determinative of future cases.   
 
In the Natural Gas Forum report, the Board determined that natural gas utilities 
should have the opportunity to apply for pre-approval of long-term upstream gas 
transportation contracts.  Following a consultation process (EB-2008-0280), the 
Board established Long Term Contract Filing Guidelines for the Pre-Approval of 
Cost Consequences for Long-Term Natural Gas Contracts (the “Guidelines”) to be 
used by natural gas utilities exercising the option for such pre-approval.  In the letter 
that accompanied the issuance of the Guidelines, the Board indicated that a pre-
approval process is appropriate for long-term contracts that support the development 
of new natural gas infrastructure. 
 
Enbridge’s evidence addresses the requirements and expectations set out in the 
Guidelines, and takes account of the findings of the Board in the decisions that have 
made reference to the Guidelines.  Enbridge addresses the appropriateness of pre-
approval in its pre-filed evidence at Exhibit A, Tab 3, Schedule 1, pages 43 to 46, 
paragraphs 118 to 124. 

 
d) Enbridge is not aware of any instance where the Board has granted pre-approval of 

the cost consequences of a long-term natural gas supply and/or upstream 
transportation contract. 
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CME INTERROGATORY #2 
  
 
INTERROGATORY 
 
Ref: Exhibit A, Tab 3 
 
If the Board does not provide EGD with pre-approval, will EGD still commit to the 
NEXUS contract? 
 
 
RESPONSE 
 
No.  In the event that Enbridge does not obtain pre-approval it will let the NEXUS 
contract terminate. 
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ENERGY PROBE INTERROGATORY #1 
  
 
INTERROGATORY 
 
Ref: Exhibit A, Tab 3, Schedule 1, Page 2 
 
Preamble: Enbridge states that if the company “does not now actively participate now in 

these new pipeline projects, supplies from the Appalachian basin will 
continue to be contracted to other markets across America.” 

 
Please provide the total amount of Appalachian supply that is already contracted to 
other markets. 
 
 
RESPONSE 
 
Enbridge does not have details of the total amount of Appalachian supply that is already 
contracted to other markets.   

There are various natural gas pipelines currently accessing the Marcellus and Utica 
shale basin that could provide transportation for volumes contracted to other markets. 
Those pipelines include:   

• Texas Eastern Gas Transmission 
• Tennessee Gas Pipeline 
• Transcontinental Gas Pipeline 
• Dominion Gas Transmission 
• National Fuel Gas Supply Pipeline 
• Columbia Gas Transmission 
• Millennium Gas Pipeline 
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ENERGY PROBE INTERROGATORY #2 
  
 
INTERROGATORY 
 
Ref: Exhibit A, Tab 3, Schedule 1, Page 3 
 
Enbridge states that it can increase its contracted volume to 150,000 Dth/d. 
Is it also possible to decrease its contracted volume in the event that demand for natural 
gas in the province declines? 
 
 
RESPONSE 
 
The commitment for 110,000 Dth/d for 15 years cannot be reduced.  Supply expected to 
flow on this capacity commitment represents about 10% of Enbridge’s overall annual 
supply requirement (inclusive of direct purchase supplies).  Enbridge does maintain a 
level of flexibility in its overall gas supply contract portfolio to allow it to respond to 
variations in customer demand over time.  If demand for natural gas in Enbridge’s 
service area declines over the 15 year term of the NEXUS commitment, Enbridge will 
be able to reduce overall portfolio capacity by not renewing and/or reducing other 
contracts in its supply portfolio which have shorter terms. 
 
See also the response to CCC Interrogatory #5 at Exhibit I.T1.EGDI.CCC.5.   
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ENERGY PROBE INTERROGATORY #3 
  
 
INTERROGATORY 
 
Ref: Exhibit A, Tab 3, Schedule 2, Page 3 (Sussex Report) 
 
Preamble: Flows of natural gas from the Western Canadian Sedimentary Basin (WCSB) 

to Ontario have decreased in recent years for two reasons – a decline in gas 
production, but also an increase in gas consumption by oil sands and other 
industrial companies. 

 
Would the recent oil price decline and slashing of capital budgets by a number of oil 
sands companies have an impact on future flows of gas from the WCSB into Ontario? 
 
 
RESPONSE 
 

 For context, the referenced section of the Sussex Report is provided:  
 

The Ontario market has been predominantly supplied with natural gas from the Western 
Canadian Sedimentary Basin (“WCSB”). Since 2006, two market dynamics have 
contributed to the decrease in natural gas flowing from the WCSB to the Ontario market: 
(1) increased natural gas consumption within the WCSB for certain market segments 
(e.g., industrial-oil sands and power generation); and (2) decreased conventional natural 
gas production from the WCSB. 

 
While the recent decline in oil prices will have an impact on short term capital 
expenditures and development budgets, the investment in a particular basin will likely 
be supported by various long-term factors, including: expectations of cost to produce, 
estimates of reserves, price expectations from markets, and competitive alternatives.  
 
As such, the recent oil price declines may have an impact on short term expenditures 
and development in the WCSB, but longer term production and flow activity will likely be 
determined by the long-term factors discussed above.  
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ENERGY PROBE INTERROGATORY #4 
  
 
INTERROGATORY 
 
Ref:     Exhibit A, Tab 3, Schedule 1 
 
The application provides two tables, Table 4 and Table 5, which detail Enbridge’s gas 
supply without and with the NEXUS project, respectively. The NEXUS project allows 
Enbridge to lower its supply from Chicago from 15% of total supply to 6%. 
 
a)   Please detail the rate impact that such a decrease will have? 

 
b)   Is the gas supplied from Chicago cheaper than the gas supplied from the NEXUS 

project,? 
 

c)   What is the current toll rate on shipping gas to Dawn, Ontario from Chicago? 
 
 
RESPONSE 
 
a) Please see response to Board Staff Interrogatory #10 found at Exhibit 

I.T1.EGDI.Staff.10. 
  

b) As seen in the Average Commodity Prices set out at Appendix C of Exhibit A, Tab 3, 
Schedule 1 (updated August 25, 2015), the forecast commodity cost for NEXUS 
supply (indicated as “Dominion South) is lower than the forecast commodity cost for 
Chicago supply.   
  

c) The current transportation toll from Chicago to Dawn is $0.23 USD per Dth from 
Chicago to St. Clair and $0.02 Cdn per GJ from St. Clair to Union-Dawn.   
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ENERGY PROBE INTERROGATORY #5 
  
 
INTERROGATORY 
 
Ref:     Exhibit A, Tab 3, Schedule 1, Page 15, Paragraph 41 
 
The evidence states that commitments from utilities like Enbridge and others have 
provided part of the market support necessary for the project lead developers to 
proceed with NEXUS. 
 
Please provide details on current commitments. 
 
 
RESPONSE 
 
Please see response to CCC Interrogatory # 4 at Exhibit I.T1.EGDI.CCC.4 for a 
discussion of Enbridge’s current understanding of commitments on the NEXUS pipeline. 
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ENERGY PROBE INTERROGATORY #6 
  
 
INTERROGATORY 
 
Ref:     Exhibit A, Tab 3, Schedule 1, Page 18, Paragraph 48 
 
a) Please confirm the 15% cap (plus or minus) on capital was negotiated by Enbridge. 

  
b) Please explain how the capital cap amount of 15% was determined. 

 
c) Please confirm the amount and nature of the capital costs in Ontario. 

 
 
RESPONSE 
 
a) The capital cost tracker mechanism (with the 15% cap) forms part of the NEXUS 

contract negotiated and signed between Enbridge and NEXUS.  The intention of this 
mechanism it to protect both Enbridge ratepayers and the pipeline and to incent the 
pipeline.  By placing limits on the amount of variation from estimated costs that can 
impact rates it places bounds on what Enbridge’s final rate will be (the costs of which 
will ultimately be paid by Enbridge ratepayers).  The capital cost tracker mechanism 
incents the pipeline to estimate its costs accurately and to manage the project costs 
against the cost estimate.  It protects the pipeline from a limited amount of cost 
variation.  Enbridge has been advised by Sussex that a capital cost tracker is a 
common element associated with pipeline development in the U.S. and pipeline 
developers there often negotiate this type of tracker given the inherent difficulty in 
estimating the actual costs of such projects in advance of project completion. 
 

b) It was determined through negotiations between Enbridge and NEXUS as part of the 
overall terms of the agreement. 

 
c) There are no Ontario based capital costs related to the capacity commitment signed 

by Enbridge.  The path of the capacity commitment made by Enbridge runs from 
Kensington, Ohio to the interconnection point with the Vector Pipeline at/near Milford 
Junction, Michigan. 
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ENERGY PROBE INTERROGATORY #7 
  
 
INTERROGATORY 
 
Ref:     Exhibit A, Tab 3, Schedule 1, Page 19 
 
Please summarize the types of assumptions that can change over time and impact the 
landed cost analysis. 
 
 
RESPONSE 
 
There are four main assumptions included in the landed cost analysis: commodity 
prices, tolls, fuel ratios, other charges and foreign exchange rates.  The assumptions 
that were used in the landed cost analysis are discussed in the pre-filed evidence at 
Exhibit A, Tab 3, Schedule 1, paragraph 53 and are detailed in Appendix B and 
Appendix C (updated August 25, 2015).  Forecasting risks associated with the landed 
cost assumptions are discussed in the pre-filed evidence at Exhibit A, Tab 3, 
Schedule 1, pages 36 to 39.  The landed cost analysis was reviewed by Sussex and the 
results were included in their Market Study which can be found in Exhibit A, Tab 3, 
Schedule 2, page 45. 
 
Changes in some of the assumptions, such as foreign exchange rates and commodity 
prices, can be expected to have equal or similar impact on most or all of the scenarios 
examined in the landed cost analysis.   
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ENERGY PROBE INTERROGATORY #8 
  
 
INTERROGATORY 
 
Ref:     Exhibit A, Tab 3, Schedule 1, Page 3, Paragraph 6 
 
The NEXUS contract is for 110,000 Dth/d. 
 
Please provide the conversion to GJ/d. 
 
 
RESPONSE 
 
110,000 Dth/d is approximately equal to 116,056 GJ/d. 
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FRPO INTERROGATORY #1 
  
 
INTERROGATORY 
 
 
REF: Exhibit A, Tab 3, Schedule 1, page 16, para. 44  
 
Preamble: We would like to understand better, the evolution of the Precedent 

Agreements outlined in this paragraph. 
  
1) Please provide a copy of the original PA signed June 5, 2014.  
 
  
RESPONSE 
 
Attached please find the original PA which was signed on June 5, 2014. 
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Witnesses: J. LeBlanc 
 A. Welburn 

FRPO INTERROGATORY #2 
  
 
INTERROGATORY 
 
 
REF: Exhibit A, Tab 3, Schedule 1, page 16, para. 44  
 
Preamble: We would like to understand better, the evolution of the Precedent 

Agreements outlined in this paragraph. 
  
How much capacity was committed to in the original PA? 
 
  
RESPONSE 
 
As indicated in the paragraph to which the question relates, Enbridge committed to 
40,000 Dth/d of capacity for Phase 1 and 150,000 Dth/d of capacity for Phase 2 service 
in the original PA. 
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Witnesses: J. LeBlanc 
A. Welburn 

FRPO INTERROGATORY #3 
  
 
INTERROGATORY 
 
 
REF: Exhibit A, Tab 3, Schedule 1, page 16, para. 44  
 
Preamble: We would like to understand better, the evolution of the Precedent 

Agreements outlined in this paragraph. 
  
Please provide the analysis that supported the original acquisition of capacity and the 
intent to contract for 150,000 Dth/day. 
 
  
RESPONSE 
 
Please see Attachments 1 and 2 to this response, which set out analysis to support the 
decision to bid into the original NEXUS non-binding open season.   
 
Attachment 3 is a slide from a March 11, 2014 presentation to management, setting out 
an update on NEXUS.  Attachment 4 is an April 4, 2014 memorandum setting out 
analysis that supported the Company’s decision to enter in the June 5, 2014 Precedent 
Agreement.   
 
A copy of the original PA is attached in response to FRPO Interrogatory #1 at Exhibit 
I.T1.EGDI.FRPO.1. 
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Enbridge Gas Distribution Inc.   
500 Consumers Road  
North York, ON   
M2J 1P8  
Canada  

 
 
Memo 
 
Date: April 4, 2014 
 
To:  Malini Giridhar, Jamie LeBlanc 
 
From: Joel Denomy 
 
CC: Hilmi Muhammad 
  
Re: NEXUS Analysis and Precedent Agreement Recommendation 
 
Introduction 
 
The purpose of this memo is to provide an initial assessment of the NEXUS Gas 
Transmission Project (“NEXUS”) based on information provided by the project 
developers1 to date and a recommendation on whether to sign a binding Precedent 
Agreement for the NEXUS project. 
 
NEXUS Project & History  
 
NEXUS is a gas transmission project designed to transport supplies of Appalachian 
Basin gas including Utica shale gas to customers in the U.S. Midwest, including Ohio 
and Michigan, and to customers in Ontario via the Dawn hub.   A non-binding open 
season for the NEXUS project was held from October 15, 2012 to November 30, 2012.  
Given the changes in the natural gas market that were occurring at the time of the 
open season and EGD’s expectation for these changes continuing into the future, it 
was recommended that EGD bid into the open season as an anchor shipper. EGD 
submitted its bid on November 30th 2012.  
 
The open season was non-binding and the bid did not expose EGD to any financial or 
contractual risks.  EGD’s open season bid was for an MDQ of 150,000 Dth/day for a 15 
year term which qualified EGD as an anchor shipper and provided for potential toll 
incentives.  The open season bid also outlined EGD’s pre-condition requirement for 
Management and Regulatory approval from the Ontario Energy Board (“OEB”) with 
respect to term and capacity.  By placing a bid into the open season EGD was subject 
to the condition that, should it be awarded capacity, it must enter into discussions 

                                            
1 The project developers are DTE Energy and Spectra Energy Corporation. 
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which could ultimately lead to a binding Precedent Agreement for capacity on the 
NEXUS pipeline. Those discussions are currently ongoing with the project developers. 
 
Overview of the Current Natural Gas Market Dynamics 
 
The natural gas markets in North America have changed drastically since 2008. These 
changes continued throughout 2012 and 2013 and are expected to continue for the 
foreseeable future.  The Western Canadian Sedimentary Basin (WCSB), historically an 
important supply source for eastern markets north and south of the boarder, has 
experienced a decline in conventional natural gas production coupled with an increase 
in local demand. This has in part affected the exports of WCSB gas to eastern Canada 
and the northeastern United States (U.S. NE).  Current projections show WCSB 
production increasing with unconventional production. However, where these supplies 
will flow remains uncertain due to intra-Alberta demand and the potential for export 
capability on the west coast.  
 
The decline in WCSB flows to the east has coincided with a rapid increase in 
production in the U.S. NE driven primarily by technological improvements which have 
allowed the production of shale liquids and gas.    The U.S. NE, historically a consumer 
of high-priced imported natural gas, including Canadian gas from the WCSB, has now 
become a major supply basin.  The influx of shale gas has caused a reduction in the 
price of gas both in the region and beyond. Production in the U.S. NE is continuing at a 
fast rate and there are several projects completed, planned or proposed which have 
the potential to export significant volumes of gas outside the region and even reverse 
the flow of gas toward the west, south and east.   
 
This new dynamic for gas markets has resulted in the development of and proposals 
for new pipeline infrastructure, including NEXUS, in the U.S. NE to allow natural gas 
produced in the region to find consuming markets.  The production and pipeline 
development started less than a decade ago in Marcellus, and is now expected to 
ramp up in the Utica. This has had the effect of expanding portfolio options, for both 
supply and transportation, for EGD and other market players.  A more detailed 
overview of the evolution of the U.S. NE market can be found in the internal document 
entitled “Northeast Basin Analysis, Marcellus & Utica – Supply, Prices & Infrastructure”, 
recently produced by the Energy Forecasting and Planning Group. An executive 
summary of this document is attached to this memo as Appendix A. As part of its 
ongoing evaluation of natural gas markets and its supply portfolio EGD will continue to 
monitor the U.S. NE market.   
 
NEXUS Evaluation Based on Project Details to Date 
 
In the current environment access to new markets and supply sources generally 
involves long term commitments on the part of shippers in order for the associated 
infrastructure to be built. These commitments are generally fifteen year terms.  Since 
EGD’s bid into the NEXUS open season, the project developers have provided further 
information on the project including an indicative Precedent Agreement, tolls and fuel 
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ratios. With this information an initial assessment of landed costs has been completed 
as well as an assessment of the potential “fit” of NEXUS within the EGD gas supply 
portfolio.  The paragraphs that follow provide this analysis. 
 

Project Description 
 

NEXUS is now to be completed in two phases.  In Phase 1 NEXUS will provide 
transportation service from Willow Run, Michigan to Dawn, Ontario by utilizing 
subscriptions of firm pipeline capacity on existing pipeline systems.   Phase 2 will 
involve the construction of approximately 250 miles of greenfield pipeline extending 
from eastern Ohio to interconnections with existing pipelines and from there to Dawn, 
Ontario.  Phase 2 will also utilize subscriptions of firm pipeline capacity on existing 
pipeline systems and/or expansions of existing capacity and/or greenfield pipeline as 
required. Phase 1 is expected to be in service on November 1, 2015 and Phase 2 is 
expected to be in service on November 1, 2017. Both phases will provide firm 
transportation service. Tolls will be charged for service in the U.S. from receipt points 
to the international boarder and in Canada from the international boarder to Dawn.  
The project is expected to ultimately provide up to 1 billion cubic feet per day of gas 
transmission capacity. A stylized map showing the NEXUS path is provided below. 

 
 

Fit Within Gas Supply Portfolio 
 

NEXUS provides for increased supply diversity and flexibility through access to an 
emerging basin, the Utica shale, and a direct path into storage operations at Tecumseh 
and Dawn.   
 
EGD’s gas supply plan is composed of three general types of supply: Baseload supply, 
seasonal supply and discretionary purchases. Baseload supplies provide a constant 
flow of natural gas into the markets served by EGD. Demand requirements during the 
year dictate whether or not these supplies are diverted into storage for later use or flow 
directly to the markets served by EGD. Baseload supplies are procured in the WCSB 
and Chicago and flow on the Alliance, TCPL long haul and Vector transportation 
contacts held by EGD. Baseload supplies are also provided by Direct Purchase 
customers who deliver supply to EGD. Direct Purchase supplies have steadily declined 
over the past decade as more customers have chosen to procure supply directly from 
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EGD. 
 
Seasonal supplies are utilized to meet demand throughout the winter and in near-peak 
and peak day demand conditions. Seasonal supplies flow from storage on short haul 
contracts held with Union and TCPL and are also delivered directly to the markets 
served by EGD in the case of curtailment and peaking supplies. More recently EGD 
has also utilized long haul capacity on TCPL to supplement seasonal supplies. 
 
Discretionary purchases provide for a level of flexibility within the supply plan. These 
supplies are planned to be procured at Dawn. To the extent that demand is higher 
(lower) than planned, discretionary supplies are increased (decreased) in order to 
ensure adequate storage balances and adherence to the gas supply plan. 
 
EGD currently holds approximately 644 TJ/d of long haul capacity on the TCPL 
system. This capacity is utilized for baseload and seasonal supply. EGD also holds 290 
TJ/d of capacity on Vector pipeline.  Vector provides transport strictly for baseload 
supply and as such this capacity is utilized fully throughout the year. Approximately 99 
TJ/d of this capacity is used to transport WCSB supplies from Alliance into Dawn.  The 
remaining 191 TJ/d of capacity is used to transport supplies procured at Chicago into 
Dawn. By late 2015 Vector capacity will be reduced to approximately 185 TJ/d.  This 
reduction results from a decision in 2012 not to renew 105 TJ/d of Vector contracts in 
order to maintain the flexibility to take advantage of emerging supply and transportation 
options, including potential developments in the Utica and Marcellus basins.   The 
remaining Vector capacity of 185 TJ/d has been renewed for one year to the end of 
November 2017.    
 
Long term forecasts indicate an increasing reliance on Dawn discretionary supplies.  
Between 2008 and 2012, annual Dawn discretionary  purchases averaged 
approximately 54 PJs. In 2013, Dawn discretionary  purchases exceeded 86 PJs, 
largely due to weather conditions over the latter part of the year.  In years prior to 2008 
Dawn discretionary  purchases were on average lower than 50 PJs.  The rise in 
discretionary  purchases results from  the return of direct purchase customers to 
system gas and the de-contracting of Vector transportation in November of 2010. As 
discussed above, additional Vector de-contracting will occur in 2015. As a result, Dawn 
discretionary requirements are expected to grow in the future.   
 
Even with anticipated contracting in place2, under design conditions Dawn 
discretionary  purchases are expected to grow to approximately 93 PJs by 2016 and to 
approximately 130 PJs by 2025. Such a high reliance on discretionary supplies can run 
the risk of experiencing a lack of gas availability in the market when required coupled 
with high costs when the gas is required.  NEXUS provides an alternative to baseload 
procurement that would otherwise occur at Dawn. 
 

                                            
2 This includes the GTA Project facilities, delivery point shift for Direct Purchase customers, supply from 
Niagara Falls, additional Vector de-contracting, and incremental short haul capacity on Union and TCPL. 
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The table below provides projections of average day demand and baseload supply for 
the next ten years.  Note the table assumes continuance of EGD’s long haul 
obligations post 2020 under the Settlement Agreement with TCPL.  
 

Baseload Supply Absent NEXUS (PJ/d)

2015/2016 2016/2017 2017/2018 2018/2019 2019/2020 2020/2021 2021/2022 2022/2023 2023/2024 2024/2025

Average Day Demand 1.23 1.23 1.24 1.25 1.26 1.27 1.29 1.30 1.32 1.33

Baseload Supply
WCSB 0.27 0.27 0.27 0.27 0.27 0.27 0.27 0.27 0.27 0.27
Direct Purchase

Dawn 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20
Delivered 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13
Total 0.33 0.33 0.33 0.33 0.33 0.33 0.33 0.33 0.33 0.33

Chicago 0.19 0.19 0.19 0.19 0.19 0.19 0.19 0.19 0.19 0.19
Niagara 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20
Total Baseload Supply 0.98 0.98 0.98 0.98 0.98 0.98 0.98 0.98 0.98 0.98

Difference 0.25 0.25 0.26 0.27 0.27 0.29 0.31 0.32 0.34 0.35

NEXUS Supply 0.08 0.08 0.16 0.16 0.16 0.16 0.16 0.16 0.16 0.16  
 
NEXUS capacity will firm up baseload supply and reduce reliance on Dawn 
discretionary supply to levels more in line with historical experience. 
 

Landed Cost Analysis 
 

The table below shows a landed cost ranking for the NEXUS project versus alternative 
paths to Dawn. This analysis was completed using forward commodity pricing 
information, NEXUS indicative tolls, posted recourse rates and TCPL Settlement 
Agreement tolls.  The Dominion South pricing point was used as a proxy for the cost of 
commodity acquisition for NEXUS Phase 2 as this point is liquid and geographically 
close to the expected NEXUS initiation point.  
 
NEXUS has provided a range of indicative tolls consequently the landed cost analysis 
examines the low, midpoint and high end of the indicative toll range. The “High +15%” 
scenario assumes the high end of the toll range plus an additional 15% on Phase 2 
tolls to take into account the impact of the proposed capital tracker.  This is an extreme 
scenario as the capital tracker will encompass capital costs, not total costs and 
consequently the tolls assumed in this scenario are likely to be higher than would 
otherwise be the case. Landed costs are evaluated over the November 2015 to 
October 2032 timeframe in order to capture both Phase 1 and Phase 2 concurrently.    
This initial landed cost analysis indicates that the NEXUS path is cost effective relative 
to the other transportation paths examined. 
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Rank Supply Option Term Average Landed Cost (C$/GJ)
1 Nexus: Blended (Low) Nov. 2015 - Oct. 2032 4.54
2 Nexus: PH1 (Low) Nov. 2015 - Oct. 2032 4.61
3 Spot: Dawn Nov. 2015 - Oct. 2032 4.63
4 Nexus: Blended (Mid) Nov. 2015 - Oct. 2032 4.65
5 Nexus: PH1 (Mid) Nov. 2015 - Oct. 2032 4.68
6 Nexus: PH1 (High) Nov. 2015 - Oct. 2032 4.74
7 Nexus: Blended (High) Nov. 2015 - Oct. 2032 4.74
8 Vector: Chicago → Dawn Nov. 2015 - Oct. 2032 4.85
9 Nexus: Blended (High +15%) Nov. 2015 - Oct. 2032 4.88

10 Willow to Dawn via MichCon/ANR/NGTL Nov. 2015 - Oct. 2032 4.96
11 Willow to Dawn via MichCon/Vector Nov. 2015 - Oct. 2032 5.06
12 Alliance → Dawn Nov. 2015 - Oct. 2032 5.40
13 NGTL: Empress → Dawn Nov. 2015 - Oct. 2032 5.87

Nexus Project Evaluation
Landed Cost Ranking, By Supply Option

NEXUS has not yet provided an estimate of the impact of the capital tracker and the 
landed cost analysis was completed at a point in time.  Once further information is 
provided the landed cost analysis will be updated utilizing more current commodity 
price and toll assumptions. NEXUS has indicated that as a result of being part of 
Phase 1, the toll reduction attributable to Phase 2 is approximately $0.05 /Dth on the 
volumes from Phase 1 that are rolled into Phase 2 service. 
 
Risks 
 
There are several risks associated with the NEXUS project.  Appendix B contains a 
summary of those risks and the mitigants.  
 
EGD intends to file for approval of the NEXUS project under the OEB’s “Filing 
Guidelines for the Pre-Approval of Long-Term Natural Gas Supply and/or Upstream 
Transportation Contracts”.  EGD also expects a condition precedent for regulatory 
approval to be part of the Precedent Agreement for capacity on the NEXUS project. 
Provided a satisfactory Precedent Agreement can be negotiated on terms acceptable 
to EGD, there is  little risk to the Company signing a binding Precedent Agreement for 
capacity on the NEXUS project, other than pre-service costs in the event of a material 
breech by EGD of any of its obligations pursuant to the Precedent Agreement. A 
summary of the Precedent Agreement, in its current form, can be found in Appendix C. 
 
Recommendation 
 
EGD should continue to explore the inclusion of NEXUS in its supply portfolio. NEXUS 
can provide the following benefits: 
 

• Replacement of existing Vector capacity which expires in October of 2015.  
Absent this Vector capacity additional spot purchases at Dawn will be required. 
It is recommended that NEXUS Phase 1 be utilized in the short term to displace 
baseload supply that would otherwise be procured at Dawn; 
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• Reducing spot requirements to more prudent and manageable levels. Given the 
experience this past winter additional diversity into Dawn would be beneficial in 
terms of gas acquisition and pricing should similar conditions occur again. The 
recent experience will be amplified under similar conditions absent alternative 
supplies into Dawn. Over the longer term NEXUS Phase 2 will mitigate the 
impact of increasing Dawn spot requirements in addition to displacing expired 
Vector capacity;  

• Since NEXUS will land gas close to EGD’s storage facilities at Tecumseh and 
Union storage at Dawn, gas transported via NEXUS would be directly injected 
into storage in the summer. Existing short haul capacity would be utilized to 
move gas to the franchise in the winter; 

• Increased diversity of supply. By accessing the Utica shale EGD’s gas supply 
portfolio will have access to another low cost supply basin for which production 
is expected to grow;    

• Little reduction to contracting flexibility.  While NEXUS requires a long term 
commitment, many existing contracts come up for renewal on an annual basis; 

• NEXUS service will be firm thereby increasing security of supply; 
• Participating in development of the NEXUS project provides a free option on 

another supply source. 

Provided a satisfactory Precedent Agreement can be negotiated it is recommended 
that EGD enter into a binding Precedent Agreement for 75,000 Dth/day of capacity for 
Phase 1 and 150,000 Dth/d of capacity for Phase 2.  In the near term these volumes 
will displace Vector capacity that is expiring in 2015 and over the longer term these 
volumes will displace an increasing Dawn requirement. It should be noted that 150,000 
Dth/d qualifies EGD as an anchor shipper and consequently toll discounts.  
 
It is further recommended that EGD retain an external consultant to provide a third 
party view of expectations for the North American natural gas market and the NEXUS 
project as a preliminary step for the regulatory pre-approval process. As discussions 
with the project proponents evolve and further information is provided EGD will further 
develop the case for regulatory pre-approval of capacity on the NEXUS project.
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Appendix A – Northeast U.S. Supply Overview Executive Summary 
 

Executive Summary 

North America’s energy markets have changed drastically since the mid-2000s as 
economical horizontal drilling and hydraulic fracturing have unlocked vast shale gas 
resources in the United States, Canada and Mexico. 
 
These advancements in gas extraction technology have imparted positive changes on 
the North American natural gas market, such as new long-term domestic supply, large-
scale capital investment and thousands of high-paying jobs.  However, this new era of 
gas production is affecting traditional gas flow patterns, an outcome which must be 
understood since this new supply delivered through new infrastructure will have 
significant implications for the design of EGD’s gas supply portfolio.   
 
In recent years, Western Canadian Sedimentary Basin (WCSB) conventional gas 
production has experienced a marked decline.   This decline in WCSB gas has 
coincided with an increase in unconventional gas production from Western Canada, 
the US Gulf Coast and the US Northeast.  Looking forward, this trend of growing 
unconventional gas and declining conventional gas is expected to continue. 
 
Traditionally, the US Northeast (US NE) has been a consumer of highly-priced natural 
gas, but in a role-reversal has now become a major low cost supply basin, driving price 
dynamics and encouraging capital investment in the immediate region.  This new 
supply basin has the potential to swing the US NE market balance from negative to 
positive, via gas flow reversals and new infrastructure taking gas towards the Gulf 
Coast, Midcontinent and into Eastern Canada (i.e. Ontario and Quebec).  Furthermore, 
NE shale gas is potentially destined for LNG export terminals in order to serve the 
international markets desire for newly-proved low cost supplies.  
  
Naturally, this abundant low-cost gas, which is in close proximity to the EGD franchise, 
has aroused interest not only by EGD but by other gas consumers such as Union Gas 
and Gaz Metro. 
 
The development of the gas market in US NE has imparted some far-reaching 
dynamics. TCPL, one of EGD’s traditional long-term supply sources, has seen its 
Mainline gas flows disrupted, in part, by the shale gas phenomenon.  In combination 
with several other factors, swelling shale gas production has displaced deliveries from 
the WCSB to Eastern Canada.  Ultimately, this reduction in demand for WCSB gas has 
imparted significant impacts on the TCPL Mainline and the economics of gas sourced 
in the west. 
 
TCPL’s desire to convert Mainline capacity away from natural gas follows from the 
current and planned infrastructure development integrating US NE shale gas 
production into the supply chain. Growth in shale gas production has caused a flurry of 
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activity in US NE pipeline infrastructure.  The goal of these capital investments is to 
allow the natural gas produced from the Marcellus and Utica plays in the Appalachia to 
find consuming markets across the US and Eastern Canada.   
 
The US NE Shale reservoir as a new supply source, and the coinciding infrastructure 
development which will deliver the new supply, has the potential to create cost-
effective options for EGD’s future franchise gas needs.  As well, access to this vast 
resource will allow for EGD to reduce its exposure to the less reliable and more costly 
supply options of peaking services and delivered gas.   
    
The purpose of this document is to provide a substantive overview of the Marcellus and 
Utica shale plays found in the NE US, the markets that surround them. 
This document is organized into several sections.  Initially, a broad discussion of US 
shale gas and its development is presented.  Following this general overview, an 
analysis of selected shale gas formations and the technologies used to extract 
resources, brings into focus the size and potential for the US NE gas market.  The 
ensuing analysis then drills deeper into the key players found in the US NE shale 
basins and the challenges and opportunities they are facing, such as price, demand 
and transportation capacity.   
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Appendix B – Risks & Mitigants  
 
Risk Mitigant  
Migration back to direct purchase 
with new delivery point obligation 

Depending on the magnitude of migration reduce Dawn 
discretionary requirements such that flexibility is not 
impeded  

and/or  

Cap allowed Direct Purchase deliveries at Dawn 

and/or  

Continue to roll Vector contracts annually 

and/or 

Utilize TCPL Niagara capacity on a seasonal basis (as 
contemplated in in GTA Project LTC)  

15 year term required for NEXUS 
capacity on Phase 2 

 Continue to roll Vector contracts annually. 

Landed Cost Analysis 

-Toll risk 

-Basis risk 

 

Precedent Agreement to include provisions allowing for 
termination if final tolls result in the project not being 
economic.  

Basis risk reduced through holding a diversified 
portfolio. US Northeast gas is a low cost production 
region. 

Nexus Phase 1 Precedent Agreement to allow parties to retain Phase 1 
assets if Phase 2 does not go ahead. Landed cost 
analysis indicates Phase 1 economics are preferable to 
Chicago supplies. 

Supply availability Precedent Agreement to contain conditions related to 
initiation point and supply availability. 

In-Service Delays Precedent Agreement to include conditions related to 
in-service dates. 

Dawn & Phase 1 can be used as an alternative supply 
source in the interim. 
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Appendix C – Summary of Precedent Agreement Based on Negotiations to Date 
 
Project summary 
 
• NEXUS will be developed in 2 Phases with target commencement of Phase 1 as 

Nov 1, 2015 and Phase 2 as Nov 1, 2017 
• Phase 1 will provide firm transport from Willow Run, Michigan to Dawn on existing 

pipelines 
• Phase 1 initial term is 3 years 
• Pipeline currently estimates Phase 1 rates will be between 

$0.13 and $0.21 US per Dth/d 
• Phase 2 will connect eastern Ohio to Willow Run, Michigan via 

250 miles of greenfield pipeline along with augmentation of existing pipeline from 
Willow Run to Dawn to handle additional load created by greenfield pipe 

• Phase 2 initial term is 15 years 
• Pipeline currently estimates Phase 2 rates will be between 

$0.67 and $0.84 US per Dth/d 

Pipeline Obligations 
 
• Seek all necessary authorizations to provide service (FERC, NEB, etc..) 

Customer Obligations 
 
• Inform Pipeline of facilities EGD must build to take service and necessary 

authorizations 
• Seek all necessary authorizations (OEB, etc..) 
• Support the pipeline in its efforts to seek pipeline required authorizations 

Conditions Precedent and other rights of EGD 
 
• If the reservation rates for Phase 2 provided on or before Dec 1, 2014 are higher 

than first estimate, and they are uneconomical to the EGD then EGD shall not be 
obligated to sign the Phase 2 rate agreement 

• There is a most favoured nations clause to ensure EGD would have rights to take 
same deal offered to other customers in similar circumstances 

• Leading up to communicated service commencement date the Pipeline must 
provide 90 days prior notice to customer of the in-service date of Phase 2 service.  
This is to allow customer time to seek alternate supply should the project be late. 

• Receipt of internal corporate approvals for performance of customer obligations 
under the PA within 60 days of signing 
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• Receipt of internal approvals for final reservation rates for Phase 2 within 60 days of 
receipt of final Phase 2 reservation rates from pipeline 

• Receipt of approvals from the OEB 240 days following receipt of revised reservation 
rates for Phase 2 service 

• If authorizations received by the pipeline could have a material adverse effect on 
us, acting reasonably, there are provisions for termination if the issues cannot be 
resolved 

• EGD is only required to pay Phase 1 pre-service costs if we commit a material 
breach of the precedent agreement 

• Force Majeure protection on failure to perform 

Pipeline Conditions Precedent 
 
• Pipeline will file for Phase 1 authorizations (FERC, NEB, etc..) by September 1, 

2014 
• Pipeline will receive all Phase 1 authorizations by May 1, 2015 
• Pipeline will file for Phase 2 authorizations by April 1, 2015 
• Pipeline will receive all Phase 2 authorizations by May 1, 2017 
• Pipeline will secure financing for Phase 2 by May 1, 2017 
• Pipeline receipt of all necessary other authorizations no later than 4 months before 

service commencement date 

Other Key Dates 
 
• October 1, 2014 – Pipeline to provide summary of expected key terms of 

transportation service agreements, rate agreements for Phase 1 and 2 services, 
final reservation rates for Phase 1, revised Class III estimate  of capital cost of 
Phase 2 

• December 1, 2014 – Pipeline to provide final capital cost estimate, revised rate 
agreement and final reservation rates (subject to +-15% capital cost adjustment) for 
Phase 2 service 

• May 31, 2015 – target date for EGD to obtain OEB approval 
• November 1, 2015 – initial target service commencement date for Phase 1 service, 

also last date for pipeline to inform EGD of Phase 2 service commencement date 
with commencement date not later than November 1 ,2018 unless negotiated 
otherwise 

• November 1, 2017 – initial target service commencement date for Phase 2 service 
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FRPO INTERROGATORY #4 
  
 
INTERROGATORY 
 
 
REF: Exhibit A, Tab 3, Schedule 1, page 16, para. 44  
 
Preamble: We would like to understand better, the evolution of the Precedent 

Agreements outlined in this paragraph. 
  
Please provide the analysis that was done to support a reduction to 110,000 Dth/day. 
 
  
RESPONSE 
 
The original PA was signed on June 5, 2014.  The original PA contemplated two phases 
for the NEXUS project.  The first phase was expected to transport 40,000 Dth per day 
from eastern Michigan to the Dawn Hub, effective November 1, 2015 for up to 3 years.  
The second phase was expected to transport 150,000 Dth per day from Kensington, 
Ohio to the Dawn Hub for 15 years, effective November 1, 2017.   A copy of the original 
PA is attached in response to FRPO Interrogatory #1 at Exhibit I.T1.EGDI.FRPO.1. 
 
The original PA contained a number of Conditions Precedent, including section 7(c)(i) 
which required Enbridge to obtain internal corporate approvals (from the Enbridge Gas 
Distribution Board of Directors) for proceeding with the NEXUS contract by August 29, 
2014.   
 
After the original PA was signed, Enbridge continued investigations and internal review 
to confirm the appropriateness of the arrangement for the Company and its ratepayers.  
Among other things, this involved examination of supply options to fill the NEXUS 
capacity, and review and confirmation of the advantages of NEXUS supply versus other 
options.   
 
Also, shortly after the original PA was signed, there were some new developments that 
impacted the Company’s perspective.   
 
On June 26, 2014, Enbridge was informed of a binding open season that was to be 
launched the next day for the ET Rover project.  That project would involve the 
construction of a new greenfield pipeline to deliver Appalachian basin gas supplies to 
Defiance, Ohio and Dawn.  Enbridge understood that approximately 1.3 Bcf per day 
could flow to Dawn.   Enbridge decided not to participate in the ET Rover open season 
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for a number of reasons, as discussed at Exhibit A, Tab 3, Schedule 1, pages 21 to 22.  
Further details around Enbridge’s communications with ET Rover, and the reasons why 
Enbridge did not participate in the open season, are set out in response to 
TransCanada Interrogatory #6 at Exhibit I.T4.EGDI.TransCanada.6. 
 
Shortly after the ET Rover open season was announced, ANR Pipeline Company 
launched a non-binding open season on July 3, 2014 to gauge interest for a new 2 Bcf 
per day project, to deliver Appalachian basin gas supplies to various points, including 
Dawn.  The potential deliveries to Dawn were 350,000 Dth per day. 
 
In light of these developments, Enbridge requested and received a one month extension 
to the August 29, 2014 Condition Precedent deadline for seeking internal corporate 
approvals for the original PA.   
 
A July 17, 2014 presentation to Enbridge management that set out an update on 
NEXUS and these other newly announced pipeline projects is attached to this response 
as Attachment 1.   
 
Throughout this time period, Enbridge was working on identifying and securing gas 
supply to fill the 200,000 GJ per day Niagara to Enbridge Parkway CDA capacity that 
Enbridge had agreed to obtain from TransCanada under the Precedent Agreement that 
had been signed on May 29, 2014.  That capacity is expected to begin to flow 
January 1, 2016.  Through that process, Enbridge identified that it was difficult to secure 
sufficient gas supply at Niagara.  In response to Enbridge’s request, TransCanada then 
agreed to permit Enbridge to take delivery of supply at either Chippawa or Niagara.  
 
The original intention for the Niagara/Chippawa capacity, as indicated in the GTA 
Project proceeding, was to use it at a lower load factor and  to fill it with a combination 
of seasonal and baseload supply.  As Enbridge investigated supply options, it became 
clear that seasonal Niagara/Chippawa supply was not going to be easy to secure.  Most 
counterparties who did not already have transportation capacity beyond the Canada/US 
border were only interested in discussing baseload supply deals.   
  
The combination of factors explained above led Enbridge to reconsider the provisional 
commitment that it had made to NEXUS in the original Precedent Agreement.  The 
Company identified a number of concerns that called into question whether to proceed. 
Among these concerns were the following: 
 

- Whether there would be sufficient supply available at the Kensington receipt 
point to fill all the capacity being contracted on the NEXUS pipeline.    



 
Filed:  2015-08-25 
EB-2015-0175 
Exhibit I.T1.EGDI.FRPO.4 
Page 3 of 5 
Plus Attachments 

Witnesses: J. LeBlanc 
A. Welburn 

- Whether the increases in liquidity at Dawn would emerge even without the 
NEXUS pipeline, because of the other announced pipeline projects and because 
of the delivery of supplies from Niagara/Chippawa to Dawn.   

 
- Whether Enbridge would be able to fully utilize the NEXUS capacity and the 

Niagara capacity on TransCanada, considering that the Niagara capacity on 
TransCanada was now likely to be used as baseload capacity.   

 
- Whether there was a risk that Enbridge would be committed for several years to 

a project that might not be built – that risk had appeared to increase with the 
emergence of two new pipeline projects to deliver Appalachian basin supplies to 
Dawn.  It was not clear to Enbridge that all three projects would proceed.   

 
Taking all of these factors into account, a recommendation was made to Enbridge 
management not to approve the initial NEXUS PA.  It was noted that Enbridge should 
continue to look at NEXUS as a supply source, but the determination was that the 
current parameters of the original PA were not appropriate.  A copy of the August 18, 
2014 memorandum setting out this recommendation is attached to this response as 
Attachment #2.   
 
The recommendation not to proceed was discussed with Enbridge management, and a 
decision was made not to satisfy the Condition Precedent for Company approval of the 
original PA.  A copy of the relevant page from an August 25, 2014 presentation to 
Enbridge management where the NEXUS PA was discussed is attached to this 
response as Attachment #3.  
 
Although Enbridge had until September 30, 2014 to satisfy the Condition Precedent for 
internal approval, this decision was informally communicated (by telephone) to NEXUS 
in early September 2014.  During that call, Enbridge communicated the reasons for its 
decision (the concerns listed above).  Soon after, Enbridge delivered formal notification 
that it would not satisfy its Condition Precedent for management approval.  A copy of 
Enbridge’s September 29, 2014 notification is attached to this response as 
Attachment #4.   
 
Through September 2014, Enbridge began to consider whether there could be 
amendments to its commitment to NEXUS that could result in an arrangement that was 
more attractive to Enbridge.  In part this was motivated by ongoing developments, and 
in part this was driven by the fact that section 9 of the original PA required the parties to 
continue to negotiate in the event that a Condition Precedent was not met.   
 
Among the developments that influenced Enbridge was the ongoing Dawn Access 
Consultative process.  Through that process, it became apparent that there was 
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significant interest from a large majority of Enbridge’s direct purchase customers to 
move their supply source to Dawn.  In Enbridge’s view, this would significantly increase 
future demand for gas supply at Dawn.  This raised concerns about continued liquidity 
and supply availability at that hub. This renewed Enbridge’s focus on the importance of 
increasing supply options to Dawn. 
 
Another factor was Enbridge’s ongoing investigation of Niagara supply options.  As 
noted, Enbridge had originally intended to utilize NEXUS capacity to provide baseload 
supply given the cost of the transportation and the fact that it would be procuring in the 
Marcellus/Utica basin directly with producers.  By this time, realizing that supply at 
Niagara/Chippawa was going to be more heavily weighted to baseload supply, Enbridge 
re-evaluated the components of its supply plan and confirmed that it was no longer 
comfortable with NEXUS capacity equivalent to 150,000 Dth perd.  However, Enbridge 
decided that a reduced volume may be manageable and attractive as a way of 
diversifying Enbridge’s supply being delivered to Dawn.  This would allow a significant 
amount of Chicago supply to be maintained, while also ensuring a direct supply 
connection to Dawn from the Appalachian basin. 
 
By early October, it was clear that NEXUS was open to renegotiation of some 
parameters of the PA in order to preserve Enbridge’s involvement.   
 
Around that time, Enbridge received the Sussex market study that is attached to the 
response to SEC Interrogatory #2 at Exhibit I.T1.EGDI.SEC.2.  In the market study, 
Sussex found that there will be abundant supplies of natural gas produced in the 
Marcellus and Utica supply basis and that continued increases in supply from those 
basins are expected in the future.  Sussex concluded that “there is sufficient support 
that Marcellus and Utica natural gas supplies are expected to be available to support 
long term capacity commitments on NEXUS”.   
 
Through October, Enbridge engaged in discussions with NEXUS about the terms under 
which Enbridge could participate in the NEXUS project.  A main topic of discussion was 
whether and how Enbridge could commit for a smaller volume.  Another topic of 
discussion was whether Enbridge could contract for NEXUS to deliver gas to Vector at 
Milford Junction, so that Enbridge could use existing Vector capacity to deliver the gas 
to Dawn.  This would reduce Enbridge’s commitment to NEXUS, and allow Enbridge to 
maintain its Vector capacity.  The second of these advantages is important, because 
maintaining Vector capacity provides Enbridge with a fallback option for deliveries into 
Dawn in the event that NEXUS is delayed or does not proceed.   
 
Enbridge and NEXUS were able to agree on updated parameters for Enbridge’s 
participation in the project, including a reduction in committed volume to 110,000 Dth 
per day and a delivery point of Milford Junction to allow Enbridge to use Vector 
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capacity.  NEXUS also agreed that Enbridge could receive an option to increase its 
capacity to 150,000 Dth per day in the future, and to receive anchor shipper status in 
that case.  These were significant enhancements for Enbridge, in comparison to the 
terms of the original PA.   
 
The proposed updated parameters were presented to Enbridge management on 
October 23, 2014.  A copy of the presentation is attached to this response as 
Attachment #5.  
 
Enbridge determined that the revised parameters of the NEXUS commitment were 
attractive, and sufficiently addressed the concerns that had existed when the decision 
was made not to confirm the original PA.   
 
As a result, Enbridge management recommended that the Enbridge Gas Distribution 
Board of Directors provide approval for the Company to enter into a binding restated PA 
reflecting the revised parameters.  A copy of the November 26, 2014 memorandum to 
the Enbridge Gas Distribution Board of Directors which explained this recommendation 
is attached in response to SEC Interrogatory #2 at Exhibit I.T1.EGDI.SEC.2. 
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FRPO INTERROGATORY #5 
  
 
INTERROGATORY 
 
 
REF: Exhibit A, Tab 3, Schedule 1, page 16, para. 44  
 
Preamble: We would like to understand better, the evolution of the Precedent 

Agreements outlined in this paragraph. 
  
Please provide any additional criteria that contributed to the decision to reduce the 
contract. 
 
  
RESPONSE 
 
Please see response to FRPO Interrogatory #4 at Exhibit I.T1.EGDI.FRPO.4.   
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FRPO INTERROGATORY #6 
  
 
INTERROGATORY 
 
 
REF: Exhibit A, Tab 3, Schedule 1, page 16, para. 44  
 
Preamble: We would like to understand better, the evolution of the Precedent 

Agreements outlined in this paragraph. 
  
What changed from Enbridge’s perspective that drove the desire to decrease the 
commitment? 
 
  
RESPONSE 
 
Please see response to FRPO Interrogatory #5 at Exhibit I.T1.EGDI.FRPO.5. 
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FRPO INTERROGATORY #7 
  
 
INTERROGATORY 
 
 
REF: Exhibit A, Tab 3, Schedule 1, page 16, para. 44  
 
Preamble: We would like to understand better, the evolution of the Precedent 

Agreements outlined in this paragraph. 
  
Please provide all internal correspondence, presentations and materials that were used 
in obtaining approval of this reduced level of commitment. 
 
  
RESPONSE 
 
Please see response to SEC Interrogatory #2 at Exhibit I.T1.EGDI.SEC.2. 
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FRPO INTERROGATORY #8 
  
 
INTERROGATORY 
 
REF: Exhibit A, Tab 3, Schedule 1, page 18, para. 48 
 
In subsection a), please define the review of regional supply 
 
a) What options flow from that review? 
 
  
RESPONSE 
 
It is not completely clear what is sought by this question. Enbridge has assumed that 
FRPO is inquiring about the options available to Enbridge once it has completed its 
review of regional supply. This is discussed in the response to Board Staff interrogatory 
#18 at Exhibit I.T4.EGDI.STAFF.18. 



 
Filed:  2015-08-25 
EB-2015-0175 
Exhibit I.T1.EGDI.FRPO.9 
Page 1 of 1 

Witnesses: J. LeBlanc 
A. Welburn 

FRPO INTERROGATORY #9 
  
 
INTERROGATORY 
 
REF: Exhibit A, Tab 3, Schedule 1, page 18, para. 48 
 
In subsection b), what happens to the Agreement if no approval has been granted after 
90 days post October 1st? 
 
a) What are the commercial consequences? 

 
b) Who bears the risk? 

 
  
RESPONSE 
 
a) If no Ontario Energy Board pre-approval has been granted within 90 days after 

October 1, 2015 (which date may be extended by 90 days), then the PA will be 
terminated pursuant to sections 7(c)(v) and  9 of the PA.  If the PA is terminated for 
that reason, then Enbridge has no liability to NEXUS, unless it is found that Enbridge 
failed to pursue the required authorizations with due diligence and the inability to 
obtain pre-approval was a direct result of that failure.   
 

b) See answer to (a), above. 
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FRPO INTERROGATORY #10 
  
 
INTERROGATORY 
 
REF: Exhibit A, Tab 3, Schedule 1, page 21, para. 57 
 
Did Enbridge have exploratory discussions with Rover prior to the announcement in 
June 2014? 
 
a) When did those discussions start and cease? 
 
b) What prompted Enbridge to end the discussions? 

 
  
RESPONSE 
 
Enbridge did not have exploratory discussions with Rover prior to June 2014 and was 
unaware of the project before the Rover open season which was announced in late 
June 2014. 
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FRPO INTERROGATORY #11 
  
 
INTERROGATORY 
 
REF: Exhibit A, Tab 3, Schedule 1, page 23, Table 1, Appendices B and C and 

EB-2015-0166 Schedule 4 
 

What is the delivery of the landed costs in Table 1? 
 
  
RESPONSE 
   
Enbridge has assumed the interrogatory is asking for the final delivery point assumed in 
the landed cost analysis presented at Tables 1 and 2 of the pre-filed evidence.  The 
final delivery point is Dawn hub.  For a discussion of why this is the appropriate delivery 
point please see the response to Board Staff Interrogatory #5b) at Exhibit 
I.T1.EGDI.STAFF.5. 
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FRPO INTERROGATORY #12 
  
 
INTERROGATORY 
 
REF: Exhibit A, Tab 3, Schedule 1, page 23, Table 1, Appendicies B and C and 

EB-2015-0166 Schedule 4 
 
Please provide all of the assumptions that support escalation of gas cost at Niagara 
between 2020 and 2021.  
 
a) Please provide any supporting documentation or calculation to arrive at this 

forecast.  
 

b) The forecasted gas cost of Niagara is greater than Dawn for the remaining period of 
evaluation. However, in the Union Contracting analysis, Niagara prices are a 
relatively constant discount to Dawn for the entire period. Can Sussex reconcile 
these two views?  

 
c)    Please provide the contributing factors that led to the reversal of the basis 

differential between Dawn and Niagara between the analysis in Appendix B and 
Appendix C.  

 
  
RESPONSE 
 

a) Please refer to the response to TransCanada Interrogatory #9 at Exhibit 
I.T4.Enbridge.TransCanada.9. 
 

b) Please refer to the response to a) above. 
 

c) Please refer to the response to a) above. 
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FRPO INTERROGATORY #13 
  
 
INTERROGATORY 
 
REF: Exhibit A, Tab 3, Schedule 1, page 23, Table 1, Appendicies B and C and 

EB-2015-0166 Schedule 4 
 
Using the format in Appendix C for May 2015, please provide the landed costs at for the 
different pipelines for receipt at Parkway. 
 
  
RESPONSE 
 
Enbridge does not believe that Parkway would be an appropriate comparator for 
NEXUS for the reasons that are discussed in response to Board Staff Interrogatory #5 
at Exhibit I.T1.EGDI.STAFF.5 which relates to a landed cost analysis at the Enbridge 
CDA and Enbridge EDA. 
 
Although Enbridge does not believe that Parkway is an appropriate comparator, 
Enbridge has provided the requested analysis below. 
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May 2015 - NEXUS Landed Cost Analysis for Parkway ($CAD/GJ)

Pipeline Pricing Point 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Average 

(Landed @ 
Parkway)

TCPL from Niagara Niagara 4.10 3.84 3.87 3.97 4.15 4.24 4.34 4.43 4.51 4.61 4.72 4.82 4.92 5.02 5.12 5.18 4.49
Dawn Dawn 4.38 4.16 4.21 4.31 4.38 4.47 4.57 4.66 4.75 4.85 4.96 5.06 5.16 5.27 5.36 5.43 4.75
Vector Chicago 4.57 4.43 4.47 4.55 4.63 4.72 4.82 4.91 5.00 5.10 5.21 5.32 5.43 5.53 5.63 5.70 5.00
NEXUS (-15%) Dominion South 4.55 4.45 4.62 4.71 4.81 4.90 5.00 5.10 5.19 5.29 5.40 5.51 5.62 5.72 5.82 5.89 5.16
Rover Dominion South 4.58 4.47 4.65 4.74 4.83 4.93 5.02 5.12 5.21 5.31 5.43 5.53 5.64 5.74 5.84 5.91 5.19
NEXUS (Anchor) Dominion South 4.64 4.54 4.72 4.81 4.91 5.00 5.10 5.19 5.29 5.39 5.50 5.61 5.72 5.82 5.92 5.99 5.26
NEXUS (Base Case) Dominion South 4.66 4.56 4.74 4.83 4.92 5.02 5.11 5.21 5.30 5.41 5.52 5.63 5.74 5.84 5.94 6.01 5.28
NEXUS (+15%) Dominion South 4.78 4.68 4.85 4.94 5.04 5.13 5.23 5.33 5.42 5.52 5.64 5.74 5.85 5.96 6.06 6.13 5.39
ANR East Dominion South 5.04 4.93 5.10 5.19 5.28 5.38 5.48 5.57 5.67 5.77 5.89 6.00 6.11 6.21 6.31 6.38 5.64
Alliance CREC 5.07 5.14 5.20 5.38 5.46 5.56 5.66 5.76 5.86 5.96 6.08 6.19 6.31 6.42 6.52 6.60 5.82
TCPL Empress 5.61 5.66 5.73 5.90 5.98 6.07 6.17 6.26 6.35 6.45 6.56 6.67 6.77 6.88 6.98 7.04 6.32

May 2015 - Average Commodity Prices ($CAD/GJ)
Pricing Point 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average
Dawn 4.24 4.04 4.09 4.19 4.26 4.35 4.44 4.54 4.62 4.72 4.83 4.93 5.04 5.14 5.23 5.30 4.64
Chicago 4.20 4.05 4.09 4.17 4.25 4.34 4.43 4.52 4.61 4.71 4.82 4.92 5.02 5.13 5.22 5.29 4.63
Dominion South 3.43 3.34 3.51 3.60 3.70 3.79 3.89 3.97 4.06 4.16 4.26 4.36 4.46 4.56 4.66 4.73 4.06
CREC 3.43 3.49 3.55 3.72 3.79 3.88 3.98 4.07 4.15 4.25 4.35 4.46 4.56 4.66 4.75 4.82 4.15
Empress 3.53 3.59 3.65 3.82 3.89 3.98 4.07 4.16 4.25 4.35 4.45 4.55 4.65 4.76 4.85 4.92 4.25
Niagara 3.84 3.59 3.62 3.72 3.91 3.99 4.09 4.18 4.27 4.36 4.47 4.57 4.67 4.77 4.87 4.94 4.25

May 2015 - Average Foreign Exchange
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average

CAD/USD 1.255 1.249 1.241 1.235 1.232 1.231 1.234 1.238 1.243 1.248 1.254 1.258 1.262 1.266 1.267 1.257 1.248

May 2015 - Fuel Ratio
Pipeline Path 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average
ANR East Leesville-to-Dawn 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60%
Rover Leesville-to-Dawn 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80%
Vector Milford-to-Dawn 0.27% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.52% 0.47%
Vector Chicago-to-Dawn 0.57% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.23% 1.09%
NEXUS (-15%) Kensington-to-Milford 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10%
NEXUS (Base Case) Kensington-to-Milford 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10%
NEXUS (+15%) Kensington-to-Milford 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10%
NEXUS (Anchor) Kensington-to-Milford 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10%
Alliance CREC-to-Border 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75%
Alliance Border-to-Chicago 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
TCPL Empress-to-Enbridge CDA 3.99% 3.87% 3.87% 3.87% 3.87% 3.87% 3.87% 3.87% 3.87% 3.87% 3.87% 3.87% 3.87% 3.87% 3.87% 3.85% 3.88%
TCPL Niagara-to-Kirkwall 0.37% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.13% 0.18%
Union Dawn-to-Parkway (M12) 0.93% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.71% 0.76%

May 2015 - Transportation Toll ($CAD/GJ)
Pipeline Path 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average
ANR East Leesville-to-Dawn 1.391 1.385 1.376 1.370 1.366 1.365 1.369 1.373 1.378 1.384 1.390 1.395 1.400 1.404 1.405 1.406 1.385
Rover Leesville-to-Dawn 0.951 0.947 0.941 0.936 0.934 0.934 0.936 0.939 0.942 0.947 0.951 0.954 0.957 0.960 0.960 0.961 0.947
Vector Milford-to-Dawn 0.190 0.189 0.188 0.187 0.187 0.187 0.187 0.188 0.188 0.189 0.190 0.191 0.191 0.192 0.192 0.192 0.189
Vector Chicago-to-Dawn 0.214 0.213 0.212 0.211 0.210 0.210 0.211 0.211 0.212 0.213 0.214 0.215 0.215 0.216 0.216 0.216 0.213
NEXUS (-15%) Kensington-to-Milford 0.717 0.713 0.709 0.705 0.703 0.703 0.705 0.707 0.710 0.713 0.716 0.718 0.721 0.723 0.723 0.724 0.713
NEXUS (Base Case) Kensington-to-Milford 0.832 0.829 0.823 0.819 0.817 0.817 0.819 0.822 0.825 0.828 0.832 0.835 0.838 0.840 0.840 0.841 0.829
NEXUS (+15%) Kensington-to-Milford 0.948 0.944 0.938 0.934 0.931 0.931 0.933 0.936 0.940 0.944 0.948 0.951 0.954 0.957 0.957 0.958 0.944
NEXUS (Anchor) Kensington-to-Milford 0.815 0.811 0.806 0.802 0.800 0.799 0.801 0.804 0.807 0.811 0.814 0.817 0.820 0.822 0.822 0.823 0.811
Alliance CREC-to-Border 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560
Alliance Border-to-Chicago 0.464 0.462 0.459 0.457 0.456 0.456 0.457 0.458 0.460 0.462 0.464 0.465 0.467 0.468 0.469 0.469 0.462
TCPL Empress-to-Union Parkway Belt 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818
TCPL Niagara-to-Union Parkway Belt 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818 1.818
Union Dawn-to-Parkway (M12) 0.091 0.091 0.091 0.091 0.091 0.091 0.091 0.091 0.091 0.091 0.091 0.091 0.091 0.091 0.091 0.091 0.091

May 2015 - ACA ($CAD/GJ)
Pipeline 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average
Rover 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002
NEXUS 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002
ANR East 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002

May 2015 - Abandonment Surcharge ($CAD/GJ)
Pipeline Path 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average
Alliance CREC-to-Border 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211
Vector Michigan Border-to-Dawn 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004
TCPL Empress-to-Union Parkway Belt 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441 0.1441
TCPL Niagara-to-Union Parkway Belt 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078
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FRPO INTERROGATORY #14 
  
 
INTERROGATORY 
 
REF: Exhibit A, Tab 3, Schedule 1, page 23, Table 1, Appendices B and C and 

EB-2015-0166 Schedule 4 
 
Using the format in Appendix C for May 2015, please provide the landed costs at for the 
different pipelines for receipt at Iroquois (assuming ability to access gas via Wright on 
the Iroquois pipeline flowing north)  
 
a) If TCPL were to make a commitment to provide service from Waddington to 

Iroquois, would Enbridge consider accessing some of its portfolio for the Ottawa 
service territory at Iroquois? If not, why not?  

 
b)   Would 40 TJ/day be greater or less than the base load for the Ottawa service 

territory in the summer?  
 
  
RESPONSE 
 
Enbridge does not believe that Iroquois would be an appropriate comparator for NEXUS 
for the same reasons that are discussed in response to Board Staff 5 at Exhibit 
I.T1.EGDI.STAFF.5 which relate to a landed cost analysis at the Enbridge CDA and 
Enbridge EDA. 
 
Enbridge does not have the required data to conduct the requested landed cost analysis 
that includes a path from Wright to Iroquois and is unable to provide the requested 
analysis. 
 
a) Enbridge is aware of the possibility of Iroquois becoming an import point in the 

future, and will continue to monitor and evaluate this option. 
 

b) 40 TJ/day is less than the current base load for the Ottawa service territory in the 
summer. 
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FRPO INTERROGATORY #15 
  
 
INTERROGATORY 
 
REF: Exhibit A, Tab 3, Schedule 1, Appendix D, page 22, subsection d)  
 
Given Enbridge's date of filing and the time frames provided in PO 1 has Enbridge 
communicated risk that approval may not be received by Oct. 1st in request of the 
waiver?  
 
  
RESPONSE 
 
NEXUS is aware of the status of this pre-approval application and the associated risk 
that the Board’s pre-approval decision may not be received by October 1, 2015.  
Enbridge has not yet provided notice of temporary waiver to NEXUS pursuant to 
condition precedent 7) d). 
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RON TOLMIE INTERROGATORY #1 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg 1 
 
Preamble: "NEXUS provides significant opportunity to further enhance Enbridge's gas 
supply portfolio" 
 
a) Please explain why such an enhancement is needed in the light of the government 

intent to phase out the use of natural gas. 
 
 
RESPONSE 
 
The Company is not aware of any intent by the government to phase out the use of 
natural gas.  The Ontario Government is expected to implement a Cap and Trade 
program however, natural gas is a foundational fuel and when integrated with other 
energy sources it is one of the least cost ways of achieving the required emissions 
reductions. 
 
The Company has a statutory obligation to provide safe, reliable, and cost effective 
natural gas distribution services to customers within the proximity of its distribution 
system.  In order to fulfill this obligation, Enbridge establishes its gas supply plan based 
on the principles of diversity, reliability, flexibility, and cost.  NEXUS provides for 
increased diversity of supply and transportation path which in turn increases reliability at 
a comparable cost to other natural gas supply alternatives.  Enbridge has also 
maintained the flexibility to manage changes in demand through existing contractual 
arrangements and the terms that have been negotiated into the NEXUS precedent 
agreement.  The NEXUS capacity is a substitution for existing Chicago supply; it is not 
incremental supply.   
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RON TOLMIE INTERROGATORY #2 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg1 
 
Preamble: "the Utica and Marcellus supply basins are expected to account for over half 
the incremental North American gas production through 2035" 
 
a) What will the annual loss of natural gas during the fracking process amount to for the 

gas used by Ontario? 
 
 
RESPONSE 
 
Enbridge does not have information about the annual loss of natural gas during the 
fracking process for the gas used by Ontario.   
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RON TOLMIE INTERROGATORY #3 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg1 
 
Preamble: "the Utica and Marcellus supply basins are expected to account for over half 
the incremental North American gas production through 2035" 
 
a) How much natural gas will be freed from the shale but not recovered; how much of 

that will reach the surface; and when will it reach the surface? 
 
 
RESPONSE 
 
Please refer to the response for Ron Tolmie Interrogatory #2 at Exhibit 
I.T1.EGDI.Ron Tolmie.2. 
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RON TOLMIE INTERROGATORY #4 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg 2 
 
Preamble: "This will increase the risk of Appalachian supply bypassing Ontario and 
potentially limit access to these supplies in the future. " 
 
a) Is this the primary benefit to be gained by Ontario from this project? 
 
 
RESPONSE 
 
The primary benefit of NEXUS is the improvement to the diversity, reliability, flexibility, 
and cost effectiveness of Enbridge’s gas supply plan.  The benefits of the NEXUS 
contract are described at length in Enbridge’s pre-filed evidence, for example at 
Exhibit A, Tab 3, Schedule 1, pages 26 to 30. 
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RON TOLMIE INTERROGATORY #5 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg 2 
 
Preamble: "There are a significant number of new pipeline projects competing" 
 
a) There are also other technologies that are competing for the Ontario markets for 

both heating and power generation. If those technologies provide cheaper energy 
without emitting GHG why should we continue to use natural gas, especially shale 
gas? 

 
 
RESPONSE 
 
Enbridge expects that there will continue to be demand for natural gas throughout the 
term of the NEXUS contract and beyond.  The Company has set out its forecast of 
demand for those years in response to Energy Probe Interrogatory #12 at Exhibit 
I.T3.EGDI.EnergyProbe.12.  As set out in that response, there are some factors, 
including changes in technology, that could result in changes to Enbridge’s forecast of 
demand.  However, as set out in response to Energy Probe Interrogatory #2 at Exhibit 
I.T1.EGDI.EnergyProbe.2, Enbridge maintains a level of flexibility in its overall gas 
supply contract portfolio to allow it to respond to variations in customer demand over 
time.  If demand for natural gas in Enbridge’s service area declines over the 15 year 
term of the NEXUS commitment, Enbridge will be able to reduce overall portfolio 
capacity by not renewing and/or reducing other contracts in its supply portfolio which 
have shorter terms. 
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RON TOLMIE INTERROGATORY #6 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg 2 
 
Preamble: "There are a significant number of new pipeline projects competing" 
 
a) Local natural thermal sources are free and they do not require transportation so in 

what year are they likely to replace natural gas, and what is the phase-out schedule? 
 

b) Some of the natural energy supply systems (like exergy stores) can also meet the 
needs for peaking power and for handling power demand fluctuations. If they 
displace the use of natural gas what are the remaining markets for natural gas? 

 
 
RESPONSE 
 
Enbridge does not believe that it is likely that the energy sources and supply systems 
noted above will replace natural gas on a widespread basis in the near or medium term.   
 
As explained in response to Ron Tolmie Interrogatory #5 at Exhibit 
I.T1.EGDI.RonTomie.5, and the other interrogatory responses referred to therein, in the 
event that natural gas demand from Enbridge’s customers declines from what is 
forecast, Enbridge has flexibility in its gas supply plan to accommodate such changes.   
. 
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RON TOLMIE INTERROGATORY #7 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg 3 
 
Preamble: "Enbridge can elect to increase its contracted volume to 150,000 Dth per 
day" 
 
a) Ontario plans to reduce its GHG emissions by 37% by 2035. How can it do that if the 

imports of natural gas continue to rise? 
 
 
RESPONSE 
 
Enbridge’s NEXUS contract does not increase imports of natural gas.  The 110,000 Dth 
per day of transportation capacity that has been contracted with NEXUS will be offset by 
an equivalent decrease in natural gas supplies that would be transported on Vector from 
the Chicago hub.  Should Enbridge elect to increase its transportation capacity on 
NEXUS up to an amount of 150,000 Dth per day, the incremental transportation 
capacity will be offset by a decrease in other natural gas purchases or will be used to 
meet incremental demand required by Enbridge’s customers.   
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RON TOLMIE INTERROGATORY #8 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg 3 
 
Preamble: "Enbridge evaluated the competitiveness of the NEXUS transportation 
capacity through a landed cost analysis" 
 
a) There does not appear to be any comparative cost analysis for competing energy 

supply technologies, even though such technologies will certainly replace fossil fuels 
in the future, and probably well within the time frame under consideration. 

 
 
RESPONSE 
 
As explained in response to Ron Tolmie Interrogatories 1 and 6 at Exhibits 
I.T1.EGDI.RonTolmie.1 and 6, the Company does not believe that new technologies 
and legislation will lead to natural gas being replaced on a wholesale basis in the near 
or medium term.      
 
Enbridge has an obligation to meet the gas supply demand of its customers, as 
explained in response to Ron Tolmie Interrogatory #1 at Exhibit I.T1.EGDI.RonTolmie.1.  
The landed cost analysis is done to evaluate options to meet Enbridge’s forecasts of its 
gas supply demand in future years.  Those forecasts are set out and explained in 
response to Energy Probe Interrogatory #12 at Exhibit I.T3.EGDI.EnergyProbe.12.   
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RON TOLMIE INTERROGATORY #9 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg 4 
 
Preamble: "Enbridge has analyzed the forecasting, construction, operational, 
commercial, and regulatory risks associated with NEXUS and has found them to be 
manageable." 
 
a) Please provide the parts of this analysis that show how natural gas will compete with 

renewable energy sources and how it will survive the regulatory hurdles. 
 
 
RESPONSE 
 
Please see response to Ron Tolmie Interrogatory #5 at Exhibit I.T1.EGDI.RonTolmie.5. 
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RON TOLMIE INTERROGATORY #10 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg 4 
 
Preamble: "This is an appropriate case for pre-approval under the Board’s Guidelines." 
 
a) If it is billions of dollars per year cheaper to employ alternatives like exergy storage 

for both heat and power, and such alternatives produce no greenhouse gases, then 
why should the Board find that this is "an appropriate case for pre-approval"? 

 
 
RESPONSE 
 
Please refer to the response to Ron Tolmie Interrogatories #5 and 6 at Exhibits 
I.T1.EGD.Ron Tolmie.5 and 6. 
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SEC INTERROGATORY #1 
  
 
INTERROGATORY 
 
[Ex.A-3-1, p.14]  
 
Please explain the delay in the in-service date of NEXUS from November 2016 to the 
newly proposed November 2017. 
 
 
RESPONSE 
 
November 2016 or earlier was the target date indicated in the non-binding open season 
held by NEXUS in the fall of 2012.  Enbridge is not aware of the specific considerations 
that went into NEXUS pipeline’s decision to delay its target in-service date to 
November 2017.   
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SEC INTERROGATORY #2 
  
 
INTERROGATORY 
 
[Ex.A-3-1, p.20]  
 
Please provide a copy of all materials that were provided to those who provided the 
"Company approvals" to proceed with the NEXUS Agreement. 
 
 
RESPONSE 
 
The Company approvals to proceed with the NEXUS Agreement were obtained from 
the Enbridge Gas Distribution Board of Directors. 
 
In Enbridge’s view, what is relevant for review in an Ontario Energy Board proceeding 
are the decisions that are made by the Company, rather than the deliberations leading 
up to those decisions.  The materials that may have been prepared and presented to 
the Board of Directors in connection with a decision are not relevant to the Ontario 
Energy Board’s review.   
 
Moreover, the Company considers that materials that are provided to its Board of 
Directors are confidential, and not properly produced in a public forum.  This is 
necessary to ensure that Board of Directors materials are candid and comprehensive, 
and include any and all relevant information (some of which may be commercially 
sensitive or otherwise confidential).   
 
However, in order to advance this time-sensitive pre-approval proceeding, the Company 
is prepared to produce the materials that were provided to its Board of Directors in 
considering the decision to proceed with the NEXUS Agreement.  This disclosure is 
made without conceding the relevance or non-confidential nature of similar documents 
in future proceedings.  
 
Attached is the memorandum that was provided to the Enbridge Gas Distribution Board 
of Directors.  Also attached is a memorandum that was prepared by Sussex Economic 
Advisors (“Sussex”), which was appended to the Board of Directors memorandum.  A 
limited amount of confidential information has been redacted from the Sussex 
memorandum, at the request of Sussex.    
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November 26, 2014 
 
CONFIDENTIAL 
 
ENBRIDGE GAS DISTRIBUTION INC. 
BOARD OF DIRECTORS 
 
Re: Binding Precedent Agreement Leading to Gas Transportation Agreements – 
Estimated up to $612 Million Over 15 Years 
 
As has been previously discussed with the Board, Enbridge Gas Distribution (“EGD”) is in 
the process of reassessing its gas supply portfolio and related transportation solutions in 
light of changing market dynamics driven by the development of the Marcellus and Utica 
shale basins located in the Northeast U.S.  EGD has traditionally relied heavily on Western 
Canadian Sedimentary Basin (“WCSB”) supply however the development of cost effective 
and prolific natural gas supply closer to the franchise compels EGD to look at rebalancing 
its portfolio.  These new supplies currently follow two paths into the franchise, either through 
the Niagara area or through Southwestern Ontario (near the Dawn trading hub and to where 
EGD owns and operates its storage assets).  These paths are being further developed to 
bring more of these developing natural gas supplies to Eastern Canadian markets. 
  
Effective June 5, 2014, EGD entered into a non-binding Precedent Agreement (“PA”) for 
long term natural gas transportation capacity on the NEXUS Gas Transmission Project 
(“NEXUS”) with the project Proponents (DTE Pipeline Company and Spectra Energy 
Transmission LLC) for EGD to become an “anchor shipper”.  Further market developments 
and EGD commitments already made to supply through Niagara subsequently led EGD to 
renegotiate its commitment for a more conservative transportation arrangement on NEXUS.  
Management is therefore recommending and seeking approval to enter into a binding 
restated PA for NEXUS capacity (“RPA”). 
 
Proposed NEXUS Transportation Service 
 
NEXUS will be completed in two 
phases. Phase 1 will provide 
transportation service from Willow 
Run, Michigan to Dawn, Ontario by 
utilizing firm capacity on existing 
pipeline systems. Phase 2, in which 
EGD would be contracting for 
transportation capacity, involves the 
construction of approximately 250 
miles of greenfield pipeline extending 
from Kensington, Ohio to existing 
interconnections at or near Willow 
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Run and from there to Dawn. Phase 2 will also make use of firm capacity on existing 
pipeline systems, including the downstream portion of Vector pipeline, and/or expansions of 
existing capacity and greenfield pipeline as required.  
 
EGD’s requested capacity in the RPA would lead to a firm transportation service agreement 
(“TSA”) for 110,000 Dth/d commencing as early as November 1, 2017 for fifteen years from 
Kensington, Ohio to Vector’s Milford Junction meter station near Highland, Michigan. EGD 
would have an option to increase its capacity up to 150,000 Dth/d effective November 1, 
2020 which would effectively reinstate EGD as an anchor shipper from a tolling perspective 
and result in a toll discount of approximately $0.02/Dth/d. The table below outlines the 
range of estimated EGD demand charge payments1 on NEXUS under the RPA based on 
indicative tolls provided by the Proponents. 
 
EGD would use its existing transportation capacity on Vector to move gas to Dawn. EGD 
may seek to extend the term of some or all of its existing Vector capacity to partially or 
entirely match the term of the TSA.  
 

Demand Charge Payments  
($ Millions (CAD)) 

1st Year 
(2 Months) Next 14 Years 16th Year 

(10 Months) Total 

110,000 Dth/d (15 yrs) $5.3  $450.3  $27.1  $482.7  

110,000 Dth/d - (first 3 yrs), 
150,000 Dth/d (remaining 12 
yrs) 

$5.3  $570.6  $36.1  $612.0  

 
Strategic Rational 
 
EGD’s gas supply plan considers four fundamental elements: reliability, diversity, flexibility 
and cost.  Nexus capacity would represent approximately 10% of total EGD supply and 
favourably addresses all four elements, adding benefits to EGD’s portfolio particularly in 
diversity and flexibility. The attached Sussex Economic Advisors (“Sussex”) report 
discusses huge current and planned infrastructure investment and production forecasts 
which predict annual production in the Marcellus/Utica region of up to 25 Bcf/day by 2020 
with continuing growth thereafter.  EGD’s traditional heavy reliance on WCSB supply (due 
to the historical lack of reasonable alternatives) must change to reflect the development of 
these prolific and cost effective supplies located closer to the franchise in the Northeast 
U.S.  EGD has already taken steps to gain access to some new supply through the Niagara 
region (commitments for which were approved by the Board in February of this year).  The 
NEXUS transportation capacity would constitute a further element of EGD’s evolving gas 
supply strategy by enabling direct access to supplies from the Utica and Marcellus shale 
production areas.  
 
The table below provides a landed cost ranking for NEXUS versus alternative paths into 
Dawn. Based on indicative tolls provided by the Proponents and forward natural gas prices, 

                                                      
1 Assumes an average exchange rate of 1 USD = 1.14 CAD over the 15 year term of the TSA. A capital tracker of 
±15% also applies to the final reservation toll. The capital tracker has not been included in the calculations 
presented in the table. 
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the NEXUS path is cost effective relative to available alternative paths into Dawn.  NEXUS 
provides the benefits of increased supply diversity through direct access to natural gas 
supplies from the Northeast U.S. and increased supply flexibility through the option to 
increase capacity and displace higher cost elements of EGD’s supply portfolio.  EGD’s 
commitment will support a project that will bring additional volumes to Dawn and will assist 
the markets served by EGD which have expressed a desire to source gas at Dawn.  The ET 
Rover project (the closest alternative greenfield build), which will also bring Utica supply into 
Dawn, is fully subscribed.  Timing and parameters of that project led EGD to not bid on 
Rover capacity.   
 

 
  
Risks and Mitigants 
 
Supply Risk 
 
There is a risk that the transportation capacity may not be utilized if insufficient supply exists 
to meet the demand placed on the region through the build out of pipeline takeaway 
capacity.  EGD has mitigated this risk to some extent through a condition precedent in the 
RPA which permits EGD to terminate without liability if EGD does not expect the availability 
of regional supply to support the TSA within 90 days of receiving the estimated Phase 2 in-
service date.  EGD, along with Union Gas, has also hired Sussex to conduct a market study 
on NEXUS. As part of that engagement EGD requested that Sussex develop a 
memorandum for the purpose of reviewing the expected availability of natural gas supplies 
to support a potential long-term firm transportation agreement on NEXUS. The Sussex 
memorandum concludes that there is sufficient support that Marcellus and Utica natural gas 
supplies are expected to be available to support long-term capacity commitments on 
NEXUS. 
 
Regulatory Risk 
 
There is a risk that the Ontario Energy Board (“OEB”) will disallow the cost of transportation 
capacity.  This risk has been eliminated as the RPA permits EGD to terminate the RPA in 
the event that EGD does not obtain acceptable pre-approval from the OEB. EGD intends to 
file its OEB application in early 2015 under the OEB’s Filing Guidelines for Pre-Approval of 
Long-Term Natural Gas Supply and/or Upstream Transportation Contracts. EGD will have 
no liability for NEXUS pre-service costs (projected to be up to $10 million USD by the time 
of an OEB Decision) provided that EGD proceeds with due diligence to seek such approval.   
 
 
 

NEXUS Landed Cost Analysis ($CAD/GJ)

Pipeline Pricing Point Path Average Annual Landed Cost 2017-2032
Dawn Dawn Dawn 4.93
Vector Chicago Vector - Chicago to Dawn 5.21
ET Rover Dominion South Rover - Leesville to Dawn 5.30
NEXUS Dominion South NEXUS - Kensington to Highland / Vector - Highland to Dawn 5.51
ANR East Dominion South ANR - Leesville to Dawn 5.73
Alliance CREC Alliance - Zone 1 to Chicago / Vector - Chicago to Dawn 5.84
TCPL Empress TCPL - Empress to Enbridge SWDA 6.24
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Capital Cost Risk 
 
EGD is exposed to higher tolls if the cost of constructing NEXUS is higher than forecast.  
Under the RPA, final reservation rates for Phase 2 must be provided by November 30, 2014 
and will be subject to a ±15% capital cost tracking adjustment. If the final reservation rates 
for Phase 2 service are uneconomic, as determined by EGD in its sole discretion, EGD is 
not obligated to sign the TSA and will incur no liabilities under the RPA.  The actual cost of 
transportation will be passed through to customers through gas costs.  EGD expects supply 
sourced from the Appalachian basin to be priced relative to Dawn or another liquid pricing 
point in the Northeast U.S. Current forward pricing indicates a significant discount for 
Appalachian gas relative to Dawn. 
 
Schedule and/or Cancellation Risk 
 
As with any similar project numerous issues including loss of adequate commercial support, 
constructability, right-of-way access, social acceptance, regulatory process, political 
acceptance and others could delay the in-service date or cause the project to be cancelled 
outright.  EGD has mitigated this risk by negotiating certain conditions within the RPA.  If the 
in-service date is delayed beyond November 1, 2018 (assuming a planned in service date 
of November 1, 2017), EGD has no obligation to contract for service and no liability for pre-
service costs (except in the event of a material breach by EGD).  Once November 1, 2018 
has passed EGD can continue to source supply at Chicago via its Vector capacity or look 
for other sources.  For a delay between November 1, 2017 to November 1, 2018, supply 
risk is mitigated as EGD can continue to source gas at Chicago.  Also, the Proponents must 
provide 90 days prior notice of the Phase 2 in-service date to provide time for EGD to seek 
alternative supply for any period of delay. 
 
Volume Risk 
 
Based on current demand forecasts NEXUS will provide approximately 10% of total annual 
supply.  Annual demand and therefore required volume can shift over long periods such as 
is contemplated in EGD’s proposed commitment to NEXUS. EGD’s gas supply portfolio will 
retain sufficient flexibility elsewhere to mitigate volume risk by having the ability to de-
contract capacity on the TransCanada and/or Vector pipeline over the term of the contract 
commitment, or reducing other supplies from the U.S. Northeast.   
 
Recommendation  
 
Management recommends that the Board of Directors authorize the Corporation to 
enter into the RPA and related TSA on terms substantially consistent with those 
described above.  
 



 PRIVILEGED AND CONFIDENTIAL 
PREPARED IN ANTICIPATION OF LITIGATION 

HIGHLY CONFIDENTIAL MEMORANDUM 

To:  Mr. Jamie LeBlanc, Director, Energy Supply and Policy, Enbridge Gas Distribution 
Incorporated & Mr. Joel Denomy, Manager, Gas Supply Strategy, Enbridge Gas 
Distribution Incorporated 

From: Sussex Economic Advisors, LLC 

Subject: NEXUS Gas Transmission Project 

Date: October 27, 2014 

Cc: Mr. Chris Shorts, Director, Gas Supply, Union Gas Limited 
  

 

INTRODUCTION & OVERVIEW 

Sussex Economic Advisors, LLC (“Sussex”) has been retained by Union Gas Limited (“Union Gas”) and 
Enbridge Gas Distribution Incorporated (“Enbridge”) to prepare a market study regarding potential 
capacity contracts on the proposed NEXUS Gas Transmission (“NEXUS”) project.  As part of this 
engagement, Sussex was requested by Enbridge to develop a memorandum summarizing natural gas 
supply associated with the Marcellus and Utica shale gas basins.  Specifically, the purpose of the 
memorandum is to review the expected availability of natural gas supplies to support a potential long-term 
(e.g., 15-20 years) firm transportation agreement on NEXUS.   
 
Based on the research and analysis contained herein, Sussex has the following observations and 
findings: 
 

• Estimates of natural gas reserves and production in the Marcellus and Utica supply basins have 
trended upward since 2010. 

• The most recent third-party forecasts of natural gas production in the Marcellus and Utica supply 
basins are 20 to 25 Bcf per day by 2020, increasing to 30 to 35 Bcf per day by 2040.     

• Many natural gas producers that are active in the Marcellus and Utica regions have experienced 
rapid production growth since 2010 (e.g., annual growth rates exceeding 100 percent) and are 
forecasting substantial growth (e.g., annual growth rates in the 25 to 60 percent range) in natural 
gas production over the next 1-2 years.   

• A variety of energy and energy related infrastructure companies are considering significant, (i.e., 
tens of billions of dollars) long-lived capital investments that primarily depend on continued 
production in the Marcellus and Utica regions. 

• The Sussex research regarding production forecasts, available gas supplies, and infrastructure 
investment in the Marcellus and Utica supply basins provide strong support for continued growth 
in natural gas production in both the medium and longer-terms.  

• The NEXUS project, as currently envisioned, would not only access certain Marcellus and Utica 
supplies, but through upstream pipeline interconnections, NEXUS shippers would have access to 
other natural gas supply basins.  

• As a result of the research and analysis described herein, there is sufficient support that 
Marcellus and Utica natural gas supplies are expected to be available to support long term 
capacity commitments on NEXUS.   

 161 Worcester Road, Suite 503 | Framingham, MA 01701 | www.sussex-advisors.com 
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The remainder of this memorandum is organized into the following six sections as outlined below. 
 

I. Overview of the NEXUS Gas Transmission Project 
II. Analysis of Marcellus and Utica shale supply and production 
III. Review of projections from natural gas suppliers active in the Marcellus/Utica basins 
IV. Analysis of Marcellus and Utica infrastructure investments 
V. Risk considerations 
VI. Conclusions 

 

I. OVERVIEW OF THE NEXUS GAS TRANSMISSION PROJECT 

The proposed NEXUS project was announced in the fall of 2012 as an approximately 250 mile greenfield 
natural gas transmission project that will be capable of transporting up to approximately 2 Bcf per day of 
natural gas from the Marcellus and Utica shale gas basins to interconnects with existing pipelines in 
southeastern Michigan and southwestern Ontario.1,2  As currently proposed, the project is estimated to 
cost between $1.2 billion and $1.5 billion,3 and commercial operations are expected to begin in November 
2017.4   
 
As shown in Figure 1 (below), NEXUS will originate at the Kensington Gas Processing Plant 
(“Kensington”) in eastern Ohio.  From Kensington, the NEXUS project will traverse northern Ohio and 
southeastern Michigan, before connecting to the existing DTE Gas pipeline system west of Detroit, 
Michigan.  The DTE Gas pipeline system provides existing connections to the Vector Pipeline LP 
(“Vector”) system to access the Dawn gas supply hub (“Dawn Hub”) and Chicago.5  Kensington (i.e., the 
origination point of the NEXUS project) is a greenfield natural gas processing facility that is part of the 
$1.1 billion Utica East Ohio Processing project sponsored by Access Midstream Partners, LP, M3 
Midstream LLC, and EnerVest, Ltd.6  Once fully completed Kensington will have gas processing capacity 
of 1.1 Bcf per day.7  The Kensington plant has received firm commitments from natural gas producers 
including affiliates of Chesapeake Energy Corporation (“Chesapeake”), Total Gas & Power North 
America, and American Energy Partners.8    

  
 
   
 

1  NEXUS Gas Transmission Project, Open Season Notice for Firm Service, July 23, 2014, at 2.  
2  Affiliates of DTE Energy Corporation and Spectra Energy Corporation are leading the development of 

the NEXUS project.  Source:  NEXUS Gas Transmission Project, Open Season Notice for Firm 
Service, July 23, 2014, at 1. 

3  NEXUS Gas Transmission Project, Open Season Notice for Firm Service, October 15, 2012 – 
November 30, 2012. 

4  NEXUS Gas Transmission Project, Open Season Notice for Firm Service, July 23, 2014, P. 2. 
5  Ibid 
6  Kensington Gas Processing Plant Begins Operations, The Business Journal Daily, July 30, 2013. 
7  Utica East Ohio Announces Major Expansion, Access Midstream Partners, May 12, 2014. 
8  Ibid.  
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Figure 1:  Proposed NEXUS Route9 

 
 
Given the proposed NEXUS origination point (i.e., Kensington), the sources of supply are the Marcellus 
and Utica supply basins, which are located primarily in Ohio, Pennsylvania and West Virginia.  As such, 
the remainder of this memorandum addresses natural gas supplies within that region.  Nonetheless, a 
separate pipeline project, (i.e., Texas Eastern Transmission Company (“TETCO”) Ohio Pipeline Energy 
Network (“OPEN”)), will connect Kensington to the TETCO system at Clarington, Ohio.   The TETCO 
OPEN project will provide NEXUS shippers not only increased access to Marcellus and Utica shale 
supplies along the TETCO system, but to other natural gas production basins including the U.S. Gulf 
Coast.  In addition, NEXUS will connect to the Tennessee Gas Pipeline Company, LLC system in the 
Appalachian basin, the Michigan Consolidated Gas Company and Consumers Energy systems in 
Michigan, and the Enbridge Tecumseh storage facility and Union Dawn Hub in Ontario.10 
 
II. ANALYSIS OF INDEPENDENT PROJECTIONS OF MARCELLUS AND UTICA SHALE SUPPLY 

AND PRODUCTION  

To analyze the likely long-term availability of natural gas in the Marcellus and Utica supply basins, Sussex 
relied on several sources of independent reserve assessments and production forecasts including 
information from the U.S. Department of Energy’s (“U.S. DOE”) Energy Information Administration (“EIA”); 
the Potential Gas Committee (“PGC”), an independent research entity affiliated with the Colorado School 
of Mines; and citations from several other third-party forecasts.  Because natural gas pipelines generally 

9  Ibid. 
10  NEXUS Gas Transmission Project, Open Season Notice for Firm Service, July 23, 2014, at 3. 
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require 15 to 20 year contract terms to support the construction of new infrastructure, Sussex reviewed 
natural gas production estimates through 2035 (i.e., the likely termination date of the primary term of a 
contract starting in the 2018 to 2020 time period). As described below, the forecast and analyses by the 
EIA, the PGC and the other third-parties provide support for the long-term availability of natural gas in the 
Marcellus and Utica basins. 
 
Energy Information Administration 

The EIA is the data and analysis division of the U.S. DOE, and, as such, the EIA: (i) accumulates and 
publishes data from energy consumers and suppliers; and (ii) produces annual forecasts of long-term 
trends in energy supply and consumption.  For this memorandum, Sussex relied on two sources of 
information published by the EIA:   
 

• EIA’s U.S. Oil and Natural Gas Proved Reserves (“Proved Reserves”) – An annual estimate of 
regional and U.S. wide Proved Reserves of oil and natural gas.  

• EIA’s Annual Energy Outlook (“AEO”) – An annual forecast of energy production, which includes 
natural gas production for the Marcellus and Utica supply basins; the AEO also includes a 
forecast of consumption in the U.S. 

 
The EIA considers Proved Reserves the most certain resource category.  Proved Reserves are defined 
as the natural gas reserves that are demonstrated with reasonable certainty (i.e., 90 percent probability or 
greater) to be recoverable from known reservoirs under existing economic and operation conditions.11  To 
determine the economic recoverability of the reserves, the EIA relies on a monthly spot market prices.12  
The EIA Proved Reserves and AEO use reserve data from two calendar years prior to the date of the 
estimate.13  For example, the EIA’s most recent Proved Reserves estimate was prepared in 2014 using 
2012 data.14   
 
The 2014 EIA’s Proved Reserves estimate depicts an overall decline in U.S. Proved Reserves in 2012 of 
7.5 percent (to 323 Tcf) due to a 34 percent decrease in natural gas prices as compared to 2011.15  
Notably, this is the first year since 1998 that natural gas Proved Reserves for the U.S. has declined year-
over-year.16  However, the EIA states that it anticipates that natural gas proven reserves will increase for 
2013 due to a recovery in natural gas prices since 2012.17  Although the EIA estimate of U.S. Proved 
Reserves have experienced a year-over-year decline, the EIA estimate of Proved Reserves in the 
Marcellus Shale gas play continue to increase and have surpassed those of the Barnett Shale in Texas to 
become the largest shale gas play in the U.S.18   
 

11  U.S. Energy Information Administration, Oil and natural gas resources categories reflect varying 
degrees of certainty, Today in Energy, July 17, 2014, at 2. 

12  U.S. Energy Information Administration, U.S. Crude Oil and Natural Gas Proved Reserves, 2012, 
April 2014, at 6. 

13  Ibid., at 1. 
14  Ibid. 
15   Ibid. 
16   Ibid., at 12. 
17   Ibid., at 1.  Proved Reserves are determined, in part, by the economic feasibility of exploiting the 

reserves.  An increase in the wholesale price of natural gas increases the economic viability of natural 
gas production, and thus leads to an increase in Proved Reserves.   

18   Ibid., at 16. 
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Figure 2 (below) illustrates the EIA’s estimate of Proved Reserves in the Marcellus and Utica regions, 
specifically, Pennsylvania and West Virginia.  As shown in Figure 2, Pennsylvania holds the greatest 
volume of Proved Reserves and has experienced substantial growth in Proved Reserves each year since 
2009.  Although West Virginia has also experienced similar growth since 2009, the total volume of Proved 
Reserves in West Virginia is less than 30 percent of Pennsylvania’s total.  Since shale gas exploration 
and production in Ohio and Kentucky commenced in 2012, the EIA’s estimate of Proved Reserves are 
minimal at this time.19  
 

Figure 2:  EIA Proved Reserves – Shale Gas20 

 
 

As illustrated by Figure 2, the 2012 Proved Reserves estimate for Pennsylvania and West Virginia is 
approximately 45 Tcf compared to the 2009 estimate of 5 Tcf.  Stated differently, there has been an 800 
percent increase in the Proved Reserves for Pennsylvania and West Virginia between 2009 and 2012. 
 
In addition to the state specific natural gas reserves data utilized in Figure 2, the EIA also develops a 
projection of Proved Reserves across all of the natural gas supply basins. Figure 3 (below) provides a 
summary of these projections for the Reference Case and the High and Low Oil and Natural Gas 
Resource Scenarios over the 2011 through 2040 time period. In the High Oil and Natural Gas Resource 
Scenario, the EIA considers the implications of greater recoveries from natural gas shale wells and a 
larger overall resource base.  Conversely, in the Low Oil and Natural Gas Resource Scenario the EIA 
decreases the recoveries from natural gas wells. 
 

19  Ibid., at 38. 
20  Ibid. 
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Figure 3: EIA Annual Energy Outlook Proved Reserves Forecast (2011-2040)21 

 
 
As shown in Figure 3, the EIA Reference Case indicates an increase in Proved Reserves from 
approximately 330 Tcf in 2013 to approximately 400 Tcf in 2040 (i.e., an increase of over 20 percent).  
The High Oil & Gas Scenario suggests an even greater increase from approximately 335 Tcf to nearly 
500 Tcf (i.e., an increase of almost 50 percent), while the Low Oil & Gas Scenario forecasts a smaller 
increase from 320 Tcf to approximately 345 Tcf in 2040 (i.e., an approximately 8 percent increase). 
 
In addition to the Potential Reserve estimates, EIA also tracks natural gas production information.  Figure 
4 (below) provides a summary of annual production trends from 2009 to 2012 in Pennsylvania and West 
Virginia.  Similar to the growth in Pennsylvania and West Virginia Proved Reserves, significant annual 
natural gas production growth was experienced in Pennsylvania and West Virginia during this time period.  
In total, the annual production for the two states increased by 2.3 Tcf over the 2009 to 2012 time period 
and represented approximately 6.8 Bcf per day in 2012.22  In 2014, the natural gas production in the 
Marcellus region is approximately 14 Bcf per day, more than double the 2012 level.23 
 

21  Energy Information Administration, Annual Energy Outlook 2014 with Projections to 2040, May 2014, 
at IF-10. 

22   Ibid., at 16. 
23   Energy Information Administration, Drilling Productivity Report, May 2014, at 6.  
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Figure 4:  EIA Annual Production – Shale Gas24 

 
As noted previously, the EIA produces a forecast of annual natural gas production in its AEO.  
Specifically, the AEO, which covers a 30 to 35 year forecast horizon, includes a forecast of natural gas 
production in the Northeast region (i.e., Marcellus and Utica shale basins).  As illustrated in Figure 5, the 
AEO Projections of Northeast Gas production have continued to increase. 
 

Figure 5: EIA Northeast Annual Natural Gas Production Forecast 2010-2014 

 
Specifically, based on an assumed in-service date of 2017 for the NEXUS project, and a 15 to 20-year 
capacity commitment, Sussex focused on the changes in natural gas production in 2020 and 2035 across 
several AEO forecasts.  As illustrated by Figure 5, by 2020 the difference in Northeast Gas Production 
between the 2010 AEO and 2014 AEO is approximately 4 Tcf, or a 325 percent increase in forecasted 

24  Energy Information Administration, U.S. Crude Oil and Natural Gas Proved Reserves, 2012, April 
2014, Oil and Gas End-of-Year Reserves and Annual Reserve Additions Table.  
http://www.eia.gov/oiaf/aeo/tablebrowser/, Accessed October 23, 2014.  
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production.25  By 2035, the difference between the two AEO forecasts is 6.20 Tcf, or a nearly 400 percent 
increase in production.26 The EIA attributes this increase to greater optimism in the total amount of natural 
gas recovered from each well and the size of the production basins.27  The EIA further elaborated that the 
optimism was spurred by additional production history in the region and a modeling change that permitted 
the EIA to apply its assumptions regarding natural gas recoveries on a more granular level.28  
 
As shown in Figure 6 (below) and discussed above, the 2014 AEO included High and Low Oil and Gas 
Resource Scenarios, which provide alternative forecast estimates. 
 
Figure 6:  EIA 2014 AEO – High, Reference and Low Oil and Natural Resource Annual Production 

Forecasts29 

 
 
As shown by Figure 6, for the first fifteen years of the forecast, the annual natural gas production in the 
High and Low Oil and Natural Gas Resource Scenarios are asymmetric around the reference case, which 
further demonstrates the EIA’s uncertainty surrounding additional production.  Specifically, the High Oil 
and Gas Resource Scenario begins to rapidly outpace the Reference Case as early as 2020, resulting in 
annual production that is approximately 2.0 Tcf or nearly 38 percent higher than the Reference Case.  
Whereas the Low Oil and Natural Gas Scenario more closely follows the Reference Case in the near 
term, resulting in production in 2020 that is (0.36) Tcf or less than 7 percent below the Reference Case.   
 
By 2040, both the High and Low Oil and Natural Gas Resource Scenarios are symmetric to the 
Reference Case with the High Oil and Natural Gas Resource Scenario 52 percent higher than the 
Reference Case and the Low Oil and Natural Gas Resource Scenario 51 percent lower than the 
Reference Case.30 Stated differently, in the 2014 AEO there is more upside uncertainty (i.e., higher 
natural gas production) than downside uncertainty (i.e., lower gas production). 
 

25  Ibid. 
26  Ibid. 
27  Energy Information Administration, Annual Energy Outlook 2014 with projections to 2040, May 2014, 

at IF-10. 
28   Ibid. 
29  Energy Information Administration, Annual Energy Outlook 2014 with Projections to 2040, May 2014. 
30  Ibid. 
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Finally, EIA provides a projection of the state consumption during the same forecast period.  However, 
the consumption forecast is developed using different geographic regions than the production forecast, 
and only a high-level comparison between regional production and consumption can be made using the 
EIA AEO forecast.   
 
Figure 7 compares EIA’s Northeast regional production forecast with the consumption for three regions 
(e.g., Mid-Atlantic, South Atlantic, and East North Central) which most closely align with the Marcellus and 
Utica production basins. 
 

Figure 7:  EIA Natural Gas Consumption Forecast31 

 
 
As shown in Figure 7, although the consumption and production forecast use different geographic 
regions, EIA is projecting that the production from the Marcellus and Utica supply basins will grow from 
approximately 42 percent of regional consumption in 2015 to approximately 67 percent by 2040.32   
 
In summary, the EIA’s expectation of increased Proved Reserves coupled with the projected growth in 
Marcellus and Utica natural gas production provide an indication of available natural gas supply in the 
Marcellus and Utica regions and support for continued, long-term natural gas production for this region. 
 
Potential Gas Committee 

PGC is an independent research group affiliated with the Colorado School of Mines, which produces 
biennial estimates of potential natural gas resources in the U.S.  Specifically, PGC estimates the total 
amount of discovered and undiscovered natural gas that does not qualify as Proved Reserves under the 
EIA’s methodology.  The estimates are delineated into three categories as described below: 
 

31  Ibid. 
32  The region included in the production forecast includes all of the Marcellus and Utica production 

basins. Natural gas production from other areas in that region is de minimis.   In contrast, the three 
regions included in the consumption forecast include several states outside of the Marcellus and 
Utica production basins, but with significant natural gas consumption.   
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1. Probable resources are discovered but unconfirmed resources associated with known fields and 
field extensions, and undiscovered resources in new pools in both productive and nonproductive 
areas of known fields. 

2. Possible resources are undiscovered resources associated with new field and pool discoveries in 
known productive formations in known productive areas. 

3. Speculative resources are undiscovered resources associated with new field and pool discoveries 
in as-yet nonproductive areas.33 

For the purposes of the Sussex analysis, the resources assessed by PGC are considered additive to the 
Proved Reserves assed by the EIA.  As discussed below, a total potential natural gas resource 
assessment is developed by summing the EIA’s Proved Reserves with PGC’s potential resources.34 
 
PGC’s most recent estimate of potential natural gas resources was completed in spring 2013 based on 
data from 2012,35  while the prior PGC estimate of potential natural gas resources was completed in 2011 
utilizing data from 2010.  The 2013 PGC estimate of potential natural gas resources shows significant 
gains for the U.S. overall and even greater gains for the Atlantic Region, which encompasses the 
Marcellus and Utica supply basins and is the region that would directly connect to NEXUS.  As illustrated 
in Figure 8, the 2013 PGC estimate for Total Projected Gas Resources in the Atlantic Region is over 700 
Tcf compared to 350 Tcf in the 2011 PGC estimate. 
 

Figure 8: Atlantic Region Projected Gas Resources (2010 – 2012)36 

 
 
Additionally, PGC provided a separate shale gas assessment in 2013, which is one component of the 
resource assessment.  Although individual shale plays are not delineated in the shale gas assessment, 
the PGC provided a regional (i.e., Marcellus and Utica basin) estimate of potential shale gas resources.  
Figure 9 (below) illustrates that shale gas in the Atlantic region accounts for nearly all of the Atlantic 
region’s growth in potential resources between the 2011 and 2013 PGC forecasts.37 
 

33   http://potentialgas.org/what-we-do-2. 
34  Potential Gas Agency – Colorado School of Mines, Potential Supply of Natural Gas in the United 

States, April 2013 at 88. 
35   Ibid.   
36  Ibid. 
37  Ibid. 
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Figure 9: Atlantic Region Shale Gas Resources (2010 – 2012)38 

 
As illustrated in Figure 9, the 2013 PGC forecast of Atlantic region shale is more than double the 2011 
PGC forecast. 
 
In addition to the Most Likely Case, the results of which were depicted in Figures 7 through 9 (above), the 
PGC also developed Minimum and Maximum Resource Cases.39  Figure 10 (below) presents the three 
PGC scenarios (i.e., Most Likely, Minimum, and Maximum) for the shale gas assessment of the Atlantic 
Region.   
 

Figure 10: PGC Atlantic Region Shale Gas Assessment40 

 
 

As illustrated in Figure 10, PGC has forecast the Atlantic Region Shale gas potential to range from 200 
Tcf to 1,200 Tcf.   
 
Lastly, Sussex estimated a total future natural gas resource value by summing the EIA’s proved reserve 
estimates (i.e., Reference Case) discussed earlier with PGC’s potential resource assessment (i.e., Most 

38  Ibid. 
39  Ibid. 
40  Ibid., at 66-67 
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Likely Case) for similar time periods.  Figure 11 (below) illustrates the total future natural gas resources 
estimate by the source and type of resource. 
 

Figure 11: Total Future Natural Gas Resource Assessment 

 
As depicted above, the EIA Proved Reserves constitute 13 percent of the total natural gas resource 
estimate of approximately 2,350 Tcf.  Of the remaining resources, approximately 29 percent is probable 
resources, 39 percent is possible resources, and 19 percent is speculative resources.  To provide 
context, and assuming a U.S. natural gas consumption level of 25 Tcf, the EIA Proved Reserves provide 
nearly 13 years of natural gas supply.41  The remaining potential resources are subject to economic 
conditions (i.e., natural gas prices) and the natural gas that can be extracted from yet to be developed 
natural gas production fields.  PGC’s Probable Resources represent the second most likely category of 
available natural gas production and could supply U.S. demand (i.e., approximately 25 Tcf per year) for 
an additional 27 years.  In aggregate the combined EIA Proved Reserves and PGC Potential Resources 
provide sufficient supply for more than 90 years.     
 
Third-Party Studies of Marcellus and Utica Natural Gas Production 

In addition to the EIA and PGC estimates, Sussex considered the results of certain third-party studies, 
which are publicly available. 
 
The first of these analyses is published by BENTEK Energy (“BENTEK”), which provides forecasts of 
future natural gas production and prices in North America.  In its recent market report, BENTEK expects 
production in the Marcellus and Utica supply basins to grow by approximately 9 Bcf per day over the next 
ten years.  BENTEK also noted that 5.2 Bcf per day of natural gas processing capacity is being planned 
for the Marcellus and Utica regions, and that approximately 40 pipeline projects are proposed in the 
Northeast U.S. with a combined takeaway capacity of 9 Bcf per day.42   
 

41  The 2014 EIA AEO provides an average annual consumption of approximately 30 Tcf per year 
between 2010 and 2040.  Source:  Energy Information Administration, Annual Energy Outlook 2014 
with Projections to 2040, May 2014.   

42   BENTEK Energy, Son of a Beast: Utica Triggers Regional Role Reversal, October 2013, at 5. 
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Finally, BENTEK expects the combined Marcellus and Utica production will exceed the demand in the 
Northeast region, thus creating a surplus of available gas by 2019.  Specifically, the BENTEK forecast 
has Marcellus and Utica production increasing by 7.7 Bcf per day by 2019, while demand in the Northeast 
U.S. was expected to increase by only 2.5 Bcf per day over the same period.  Based on the BENTEK 
forecast, the Northeast region will need “to push 5.2 Bcf per day out of the region to continue this 
production growth.”43  In addition, BENTEK has estimated approximately 2,000 wells have been drilled in 
the Marcellus/Utica region, but are not producing.44  As a result of the excess gas production and 
potential supply from wells that are drilled but not active, BENTEK expects natural gas prices to remain 
low in the regions receiving the excess gas.45 
 
Wood Mackenzie, another firm specializing in natural gas forecasting, expects production in the Marcellus 
and Utica regions to rise to approximately 20 Bcf per day by 2018.  In addition, Wood Mackenzie stated 
that approximately 1 Bcf per day of natural gas is being withheld from the market due to a lack of pipeline 
capacity to transport the gas to market.46  Wood Mackenzie also noted that Utica production as of 2014 
was approximately 1 Bcf per day, with estimated production reaching 5 Bcf per day by 2018.  To 
accommodate this growth in production, Wood Mackenzie estimated that approximately $8 billion in new 
capital expenditures would be required in 2014.47  In a recent forecast prepared for the Societe en 
commandite Gaz Métro and Gazifere Inc., Wood Mackenzie increased its forecast of Northeast 
production to 28.2 Bcf per day by 2020.48   
 
Lastly, a projection from ICF International (“ICF”) indicates substantially increased production from the 
Marcellus and Utica regions between 2015 and 2035.  In total, ICF expects daily production to increase to 
20 Bcf per day by 2016, 30 Bcf per day by 2025 and 34 Bcf per day by 2035.  These projections of 
Marcellus and Utica production represent 80 percent of the total ICF estimate of incremental natural gas 
production in North America.49   
 
Summary 

Overall, the Sussex research regarding production forecasts and available gas supplies for the Marcellus 
and Utica supply basins (i.e., EIA, PGC, and third-party studies) provide strong support for continued 
growth in natural gas production in both the medium and longer-terms.  Specifically, the material reviewed 

43  SNL Financial, LLC, ‘Rolling Tsunami’ of cheap Northeast gas to swamp other regions, analyst says, 
June 5, 2014. 

44  BENTEK Energy, Welcome Back Volatility, June 18, 2014. 
45   SNL Financial, LLC, ‘Rolling Tsunami’ of cheap Northeast gas to swamp other regions, analyst says, 

June 5, 2014. 
46   SNL Financial, LLC, Marcellus gas production could surpass 20 Bcf/d by 2018, June 5, 2014. 
47   SNL Financial, LLC, Utica may not be a liquids bonanza after all, analyst says, June 9, 2014. 
48  Wood Mackenzie, Proposed Energy East Pipeline Project White Paper, September 2, 2014, at 5.  

This projection explicitly excludes any proposed effects of the Nexus or ET Rover projects.  “Not 
included in Wood Mackenzie's infrastructure assumptions are projects upstream of Dawn, i.e. Nexus 
or ETP Rover.  These projects will compete with other pipeline reversal options that would take 
Marcellus and Utica supplies to the US South and Midwest. Rover’s recently announced (after our 
base case was complete) customer agreements, totaling more than 2.5 bcfd, make it look 
increasingly viable, although it is not clear whether this capacity will be built just into the US Midwest 
or all the way to Dawn. When constructed, these projects would further enhance eastern Canada's 
ability to access booming US Northeast supplies.” Ibid., at 22. 

49  Brock, Frank, Outlook for the North American and Ontario Gas Markets, ICF International, June 5, 
2014, at 6.  The updated ICF forecast acknowledges the NEXUS, ET Rover and ANR East pipeline 
projects, but only considers the effects of NEXUS in-service in 2016 at a total capacity of 1 Bcf per 
day.  Ibid., at 34. 
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by Sussex indicates a general consensus that natural gas production in the Marcellus and Utica region 
will continue to increase to approximately 20 to 25 Bcf per day before the end of the current decade.  
These production and reserve productions suggest that sufficient natural gas supplies should be available 
in the region to support shipments on NEXUS and other competing pipeline projects.     
 
III. REVIEW OF SELECTED PROJECTIONS FROM NATURAL GAS SUPPLIERS ACTIVE IN THE 

MARCELLUS/UTICA BASINS 

As detailed in Appendix A, Sussex has identified 62 natural gas producers that are active in 
Pennsylvania, Ohio, and/or West Virginia.  

  
 
For purposes of this memorandum, Sussex profiled a subset of the natural gas producers and operators 
listed in Appendix A.   These producers and operators provide a cross-section of the companies investing 
in the Marcellus and Utica regions, and thus an indication of the production growth expected in the region.  
Sussex reviewed short-term natural gas production forecasts developed by natural gas producers active 
in the Marcellus and Utica basins (e.g., 1-3 years).50  These projections and the associated capital 
investment indicate that significant growth in natural gas production is forecasted in the Northeast region 
and provide support for the longer-term production forecasts discussed above.  An additional discussion 
of investors considering other infrastructure investments related to the region is provided later in this 
memorandum. 
 
American Energy Partners, LP 

American Energy Partners, LP (“American Energy”) is a privately controlled natural gas producer that has 
raised $3 billion in equity commitments to pursue development in the Utica shale basin.  The firm is 
controlled by Aubrey McClendon, former CEO of Chesapeake Energy Inc, and is backed by affiliates of 
First Reserve Corporation, GSO Capital Partners, and Blackstone Group, amongst others.51  Since its 
founding in 2013, the company has acquired approximately 280,000 net leasehold acres in the Utica 
shale basin and approximately 48,000 net leasehold acres in the Marcellus shale basin.52  American 
Energy plans to drill 1,560 net wells in the Utica region and 355 net wells in the Marcellus region.53 
 

 
  

 
Antero Resources Corporation 

Antero Resources Corporation (“Antero”) describes itself as a “pure play” producer in the Utica and 
Marcellus basins.  The company is headquartered in Denver, Colorado and completed an initial public 
offering in Q1 2013.  In total, Antero holds approximately 450,000 net acres of rich and dry gas leases in 

50  The short-term producer relied upon by Sussex reflect the most current information available from the 
producers.  Longer-term forecasts were generally not provided by the producers. 

51  Ibid., at 39. 
52  American Energy Partners, American Energy – Utica, LLC and American Energy – Marcellus, LLC 

Agree to Acquire 75,000 Net Acres and 175 MMcfe per day of Net Production in the Southern Utica 
and Southern Marcellus Shale Plays from Eastern Resources, Inc and An Unnamed Private 
Company for $1.75 Billion,” June 9, 2014.   

53  Ibid., at 1.  
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the Appalachian basin in West Virginia, Ohio and Pennsylvania.  These leases represent approximately 
7.6 Tcf of proven reserves.55   
 
Although Antero recently downgraded its production estimates in two areas of the Utica basin by 
approximately 30 percent, Antero reported a 105 percent growth in production from Q1 2013 to Q1 2014 
in its recent earnings presentation.56,57  The company further stated that it anticipated 45-50 percent 
annual growth in its daily production in 2015 and 2016.58  This follows a period in which its proven 
reserves increased at a compound annual growth rate of 33 percent since 2010 and average daily 
production is forecast to increase at a 58 percent compound annual growth rate between 2010 and 
2016.59  This growth results from substantial new well development in both the Utica and Marcellus 
basins.   
 
To support this production growth, Antero is undertaking approximately $1.5 billion in capital investments 
to increase its takeaway capacity.60  Those investments include new gathering lines, compressor stations 
and fresh water distribution systems.  Additionally, Antero has entered into a binding commitment to 
purchase firm transportation capacity on the Rover Pipeline Project (“Rover”), and to obtain an option to 
purchase a non-operating equity interest in the project.61  

 
Chesapeake Energy Corporation 

Chesapeake is the second largest producer of natural gas in the United Sates and the tenth largest 
producer of natural gas liquids.63  In 2013, Chesapeake’s Northern Operating Division, which included 
Marcellus, Utica and Rocky Mountain production produced approximately 401.7 Bcf of natural gas.  In a 
recent investor presentation, Chesapeake noted that during 2012 and 2013 its average daily production 
for the Utica supply basin increased by more than 400 percent, by greater than 300 percent from 2013 to 
2014 and was forecasted to increase a further 30 to 60 percent between 2014 and 2015.64  Chesapeake 
estimated its 2014 Utica natural gas production at 360 MMcf per day,65 and the combined Utica and 
Marcellus 2014 production was estimated to be approximately 1.2 Bcf/d.66,67     

55   Antero Resources Corporation, SEC Form 10-K for the year ending 12/31/2013, at 1 and 2. 
56   Knox, Tom, Antero Resources says Utica shale production failing to live up to expectations, April 14, 

2014. 
57  Antero Resources Corporation, Company Overview, June 2014, at 2. 
58  Ibid., at 7. 
59  Ibid. 
60  Ibid., at 5. 
61   Energy Transfer Partners, Energy Transfer Partners Announces Pipeline Project Connecting 

Marcellus and Utica Shale Supplies to Multiple Markets, Significant long-term shipper commitments 
secured to support the pipeline, Open Season Launched to Finalize Project Scope. 26 June 2014. 
Rover is an approximately 2.2 Bcf per day (expansion potential up to 3.25 Bcf per day) natural gas 
pipeline project to connect the Marcellus and Utica production areas with market areas in Ohio, 
Michigan and Ontario (including Dawn).  The project is expected begin service in late 2016 with full 
operations in Q2 2017.   

  
63  Chesapeake Energy Corporation, SEC Form 10-K, December 31, 2013, at 4.  
64  Chesapeake Energy Corporation, Focused on Value, Delivering Growth, May 16, 2014, at 86. 
65  Ibid. Mboe per day converted to MMcf per at rate of 6 MMcf for every mboe. 
66  Ibid., at 99, 104.  Mboe per day converted to MMcf per at rate of 6 MMcf for every mboe. 
67  Please note that the Chesapeake volumes are subject to change given a recent news release.  

Specifically, on October 16, 2014, Chesapeake announced an agreement to sell 413,000 net acres, 
including nearly 1,500 active wells, in the Marcellus and Utica shale basins to affiliates of 
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Chesapeake holds a precedent agreement with the Kensington plant (i.e., the origination point of the 
NEXUS project) and recently increased its commitments for additional processing capacity as part of a 
further expansion.68  Chesapeake and NEXUS have entered into a precedent agreement for the NEXUS 
Pipeline.69 
 
CONSOL Energy Incorporated 

CONSOL Energy Incorporated (“CONSOL”) is a producer of natural gas and coal based in Pittsburgh, 
PA.  Its natural gas production activities are centered in the Appalachian basin, which includes the 
Marcellus and Utica shale regions.  As of December 31, 2013, CONSOL’s assets included 5.7 Tcfe of 
Proved Reserves that were 97.5 percent natural gas and 43.9 percent developed.70 
 
In a recent presentation, CONSOL forecasted 30 percent production growth through 2016.  Its estimate of 
production in the Marcellus region for 2014 was an increase of approximately 87 percent relative to fiscal 
year 2013.  In its most recent annual report, CONSOL noted that its natural gas business produced 
approximately 172.4 Bcfe in 2013, which is an increase of approximately 290 percent over the past ten 
years.  CONSOL further noted that its annual production was expected to be between 215-235 Bcfe in 
2014 in order to achieve its 30 percent annual production growth target in 2015 and 2016.71 To meet its 
forecasted growth, CONSOL is focusing on 11,000 acres in Monroe County, PA from which it can access 
both the Marcellus and Utica shale basins from a single pad location, which enables the company to 
share infrastructure and lower drilling and production costs.72 
 
CONSOL and NEXUS have entered into a precedent agreement for the NEXUS Pipeline.73 
 
MarkWest Energy Partners LP 

MarkWest Energy Partners LP (“MarkWest”) is a master limited partnership that is engaged in the 
gathering, processing and transportation of natural gas, natural gas liquids and crude oil.  In a recent 
investor presentation, MarkWest noted that it had invested over $6 billion in the Marcellus and Utica shale 
regions since 2008.74  It currently maintains 585 MMcf per day of natural gas processing capacity in Utica 
and plans to grow that capacity to 1.1 Bcf per day by 2015.75  Similarly, MarkWest currently holds 2.5 Bcf 
per day of natural gas processing capacity in the Marcellus region and plans to increase that capacity to 
4.1 Bcf per day by 2015.76  In total, this represents approximately 60 percent of the existing and 
announced processing capacity in the Northeast.77  In the same presentation, MarkWest noted that it was 

Southwestern Energy Company for net proceeds of $5.375 billion.  The transacted assets included 
daily production of 56,000 barrels of oil equivalent, 184,000 Mcf of natural gas, 20,000 barrels of 
natural gas liquids and 5,000 barrels of condensate.  Source:  Chesapeake Energy Corporation, 
Chesapeake Energy Corporation Announces Sale of Southern Marcellus and Utica Shale Assets for 
Proceeds of $5.375 Billion, October 16, 2014. 

68  Access Midstream Partners, Utica East Ohio Announces Major Expansion, May 12, 2014. 
69  Spectra Energy, Inc., “Spectra Energy Reports Third Quarter 2014 Results,” November 5, 2014. 
70  CONSOL Energy, SEC Form 10-K for the year ending December 31, 2013, at 5. 
71   CONSOL Energy, SEC Form 10-K for the year ending 12/31/2013, at 5.   
72   CONSOL Energy, Howard Weil 42nd Annual Energy Conference Presentation, March 25, 2014, at 8 

and 17. 
73  Spectra Energy, Inc., “Spectra Energy Reports Third Quarter 2014 Results,” November 5, 2014. 
74   MarkWest Energy Partners, LP, 2014 Investor & Analyst Conference, June 6, 2014, at 6.  
75   Ibid., at 7. 
76   Ibid. 
77   Ibid., at 19. 
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expecting an increase of over 450 percent in processed volumes of natural gas in Utica between 2013 
and 2014.78   
 
Noble Energy Incorporated 

Noble Energy Incorporated (“Noble”) is an international oil and gas producer.  In 2014, Noble saw its 
Marcellus production increase by greater than 230 percent over the first quarter of 2012 due to increase 
well performance.79  Noble also notes that it currently holds 250 MMcf per day of firm transportation 
capacity and expects to expand that commitment to 500 MMcf per day by 2017.80  Noble provides natural 
gas supplies to various pipelines including the TETCO, Dominion Transmission, and Transco systems.81 
 
Noble and NEXUS have entered into a precedent agreement for the NEXUS Pipeline.82  
 
Range Resources Corporation 

Range Resources Corporation (“Range Resources”) is a producer of natural gas and oil with a primary 
focus on the Appalachian and Southwestern regions of the U.S.83  In 2013, Range Resources produced 
264.5 Bcf of natural gas (approximately 724 MMcf per day), an increase of over 20 percent from 2012.84  
Range Resources’ total Proved Reserves were 8.2 Tcfe, of which 69 percent was natural gas.85   
 
In its May 12, 2014 Investor Presentation, Range Resources noted that its production was expected to 
grow by 20-25 percent in 2014 with a substantial portion of its growth tied to the Utica and Marcellus 
shale regions.  Specifically, Range Resources highlighted its ability to access both regions from single 
pad sites in the area, as well as the quality of the acreage it has acquired in the region, both of which 
were expected to enhance the economics of its drilling program.86   
 
Similar to Antero, Range Resources recently entered into a binding commitment with the Rover project for 
firm transportation capacity.  

 
Rice Energy Incorporated 

Rice Energy Incorporated (“Rice Energy”) is an independent exploration and production company focused 
exclusively on the Marcellus and Utica supply basins.  Between 2012 and the first quarter of 2014, Rice 
Energy increased its daily production by approximately 135 percent to 209 MMcf per day in the Marcellus 
basin.88  
 
In addition to its exploration and production activities, Rice Energy is investing in midstream gathering 
assets to move its production from the wellhead to market and anticipates it will have approximately 4 Bcf 

78   Ibid., at 18. 
79 Noble Energy Inc., First Quarter 2014 Supplemental Information, at 5. 
80  Ibid., at 10. 
81  Ibid. 
82  Spectra Energy, Inc., “Spectra Energy Reports Third Quarter 2014 Results,” November 5, 2014.. 
83   Range Resources Corporation, SEC Form 10-K for year ending December 31, 2013, at 2.  
84   Ibid., at 2. 
85   Ibid. 
86  Range Resources Corporation, Company Presentation, May 12, 2014, at 4 and 12. 

  
88  Rice Energy, RBC Global Energy & Power Conference, June 2-3, 2014, at 5. 
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per day of gathering capacity.89  Consistent with this goal, Rice Energy recently entered into an 
agreement to purchase a 1 Bcf per day gathering system development project in southeastern PA for 
$110 million from M3 Midstream, LLC.90  Once completed this header system will interconnect with 
TETCO in southeastern Pennsylvania.  In total, Rice Energy expects to spend $375 million on midstream 
infrastructure in 2014.91 
 
Rice Energy’s midstream assets are in addition to its planned firm transportation commitments.  By 2016, 
the firm anticipates holding approximately 900 MMcf per day of firm capacity on Rocky Mountain Express, 
Dominion Transmission, Transco and TETCO.92   

 
Summary of Producers’ Forecasts 

As can be seen from the above production and capital deployment forecasts, producers that are active in 
the Marcellus and Utica regions have experienced significant production growth in 2013 and are 
expecting to continue their substantial production growth in the medium-term.  Even though the forecast 
horizons are not for the longer-term, it is noteworthy that the producers are committing substantial 
investments in the region to develop their production and processing capacity.  These investments are in 
long-lived infrastructure that will likely support Marcellus and Utica shale development for the longer term. 
 
IV. ANALYSIS OF MARCELLUS AND UTICA INFRASTRUCTURE INVESTMENTS 

In reviewing the prospects for the Marcellus and Utica basins, Sussex also considered other long-term 
infrastructure investments in either the region or which are dependent on natural gas production in the 
region to support their economic viability.  The types of projects considered included pipeline projects that 
provide incremental takeaway capacity; other complementary projects (e.g., processing); and 
petrochemical projects that depend on Marcellus and Utica production.  As discussed below, multiple 
projects were identified for each category of investment.  In total, these projects represent tens of billions 
of dollars of investment and provide a further endorsement of the Marcellus and Utica production basins.  
Appendices B through E provide further details on the natural gas transportation, gathering and 
processing, and petrochemical investments described below. 
 

Table 1: Marcellus and Utica Related Infrastructure Investments 

Project Type Number of Projects Description 

Natural Gas 
Transportation 

Numerous Appendix B lists U.S. natural gas 
transportation projects generally related to 
Marcellus and Utica production.  The total 
publicly announced planned investment is 
approximately $16 billion, but several pipeline 
projects have not announced detailed cost 
estimates.  These projects would more than 
double the planned investment.   

89  Ibid., at 2. 
90  Oil & Gas Financial Journal, Rice Energy Acquires Marcellus Acreage from Chesapeake for $336M, 

July 7, 2014.  
91  Rice Energy, RBC Global Energy & Power Conference, June 2-3, 2014, at 21. 
92  Rice Energy, RBC Global Energy & Power Conference, June 2-3, 2014, at 22. 
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Project Type Number of Projects Description 

Gathering & Processing 
Systems 

Numerous Appendix C list natural gas gathering and 
processing projects related to Marcellus and 
Utica production.  Project sponsors, including 
affiliates of MarkWest, DTE and Access 
Midstream Partners LP (“Access”), are 
undertaking major projects to increase natural 
gas gathering and processing capacity in the 
Marcellus and Utica basins.  For example, 
MarkWest has completed 26 projects and has 
14 additional projects under construction in 
the Utica and Marcellus region.94  DTE 
Energy has announced development of the 
44 mile Bluestone Gathering System in 
Pennsylvania and New York to transport 
approximately 975 MMcf per day to the 
Millennium or Tennessee Gas Pipelines.95 

Petrochemical Projects   
Production Area 3 Three ‘World class’ ethane cracking projects 

are proposed by Royal Dutch Shell, 
Odebrecht, and Marubeni/PTTGlobal 
Chemical.96,97,98  Shell has entered into 
agreements to complete 1-2 years of front-
end engineering and design, and completed 
10 agreements for ethane supply.99  If Shell 
elects to proceed with construction, the 
project will require at least 5 years to 
complete.  Odebrecht has yet to make a final 
investment decision, but has entered into an 
agreement with Antero Resources for the 
supply of 40,000 bbls per day of ethane to 
supply the facility, and is conducting a 
feasibility study to evaluate the viability of 
moving forward with the project.100  These 
projects represent large fixed investments 
that will require proximate, low cost natural 

94    MarkWest Energy Partners, L.P., 2014 Investor & Analyst Conference, June 6, 2014, P. 54. 
95  DTE Energy, Inc, About Bluestone Gathering System, www.dtepipeline.com/bluestone 

/aboutbluestone.html.  
96   Platts, Feature: Shell’s proposed Pennsylvania ethane cracker faces logistical hurdles, August 30, 

2013.  Shell states that a ‘world-class’ ethane cracker will consume approximately 80,000 barrels 
(“bbls”) of ethane per day. 

97   Fibre2Fashion, Brazilian Odebrecht mulls ethane cracker in West Virginia, November 15, 2013. 
98  Marcellus Drilling News, Thailand & Japan Partner to Build 3rd Big Marcellus Ethane Cracker, 

accessed October 23, 2014.  
99   Greenwood, Al, Shell picks Linde for FEED on proposed cracker in Pennsylvania, 18 April 2014. 
100   Editors, OGJ, Ethane supply secured for proposed W.VA ethylene cracker, Oil & Gas Journal, March 

28, 2014. 
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Project Type Number of Projects Description 

gas supplies to remain economically 
competitive. 

Natural Gas Liquids 
(“NGL”) Transportation 

5 Appendix D provides a list of NGL 
transportation projects from Marcellus to the 
Gulf and Atlantic Coasts.  First project 
completed was the Appalachia-to-Texas.101  
Other projects are proposed by The Williams 
Companies and Boardwalk Partners LP, 
Kinder Morgan Energy Partners LP and 
MarkWest, and Sunoco.102,103,104  Given the 
lack of alternative supplies, these projects are 
highly reliant on Marcellus and Utica 
production to remain economically feasible. 

Gulf Coast 10 new facilities, 10 
expansions of existing 
facilities 

Appendix E lists the 10 new ethane cracking 
facilities that have been announced in in the 
U.S. Gulf Coast region to take advantage of 
the Marcellus and Utica basins.  Additionally, 
10 facilities have announced significant 
expansions to leverage the additional 
Marcellus and Utica supply.105  While these 
projects are not solely reliant on Marcellus 
and Utica production to remain economically 
feasible, the projects are reliant on low cost 
natural gas.  

 
Although not all of these projects are expected to complete construction and reach their full capacities, it 
is clear that multiple entities are investigating, and in some cases making substantial investments related 
to natural gas production in the Marcellus and Utica basins.  To that point, a recent estimate of oil and 
gas related investment in Ohio alone was worth approximately $22 billion including transportation 
facilities, manufacturing facilities and support facilities such as hotels.106  In the case of the natural gas 
transportation projects, these investments are expected to require significant supplies of natural gas in 
order to be economic although they may be able to access alternative production basins if necessary.  
The remaining projects for natural gas gathering and processing facilities, production area ethane 
cracking facilities, and natural gas liquids pipelines are dependent on Marcellus and Utica production.  In 
addition, both the production area and Gulf Coast region ethane cracking facilities compete on a global 
basis and require access to low cost natural gas supplies to remain competitive.  Thus, it is reasonable to 
conclude, based on the level of interest and investments, that natural gas production is expected to grow 
substantially in the Marcellus and Utica regions.  In addition, it is reasonable to conclude that these 

101  Sunoco Logistics, NGL Projects, http://www.sunocologistics.com/Customers/Business-Lines/Natural-
Gas-Liquids-NGLs/NGL-Projects/208/, accessed June 10, 2014. 

102   ICIS, Shell picks Linde for FEED on proposed cracker in Pennsylvania, April 18, 2014. 
103  Oil & Gas Journal, Williams, Boardwalk suspend Bluegrass NGL pipeline spending, April 29, 2014.  
104  Sunoco Logistics, NGL Projects, http://www.sunocologistics.com/Customers/Business-Lines/Natural-

Gas-Liquids-NGLs/NGL-Projects/208/, accessed June 10, 2014.  
105  ICIS, Shell picks Linde for FEED on proposed cracker in Pennsylvania, April 18, 2014.   
106  SNL Financial, LLC, Utica infrastructure demand continues to drive investment, law firm finds, 

October 17, 2014. 
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entities anticipate that production will be maintained for a period of time given the long-term horizons of 
the investments. 
 
V. RISK CONSIDERATIONS 

The Sussex analysis necessarily relies on forecasts of future natural gas production, proved reserves, 
and potential resources in the Marcellus and Utica natural gas basins.  All forecasts inherently contain 
uncertainty and should be viewed as projections of what may happen given certain assumptions and 
events. As such, should these estimates and forecast materially change, our analysis and conclusions 
are likely to change as well. 
 
By way of example, Royal Dutch Shell recently announced plans to restructure or divest its drilling leases 
in the Marcellus region due to slow production and less than expected results.107  As such, it is possible 
that greater experience over a larger breadth of the production basins may result in revisions to current 
production forecasts. 
 
Nevertheless, the EIA currently notes that the risk to their estimates of natural gas production is to the 
upside.  Such a statement indicates that EIA believes there is potential for natural gas production to be 
above their current Reference Case projection.  In addition, the EIA conducts modeling with Low and 
High Oil & Natural Gas Resources assumptions.  These forecasts provide results in the near term that are 
asymmetric to reflect the risk that additional production will be realized and there is less risk that 
production will fall below the Reference Case forecast.   
 
Further, while the growth rate of natural gas production in the Marcellus region has been slowing since 
2011, production growth continues to be positive and greater than 20 percent as shown in Figure 12 
(below). 

 

Figure 12:  Natural Gas Production Growth Rates108 

 

107   Pittsburgh Gazette, Shell to restructure shale assets in U.S., Future of Beaver ethane plant unclear, 
March 13, 2014.   

108  Ibid. 
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A portion of the reduction in production growth is likely attributable to producers’ attempts to maximize the 
total gas extracted from each of their wells at the expense of near-term production.  The additional 
recoveries are achieved by increasing the number of lateral segments and shortening the length of each 
segment in order to more effectively remove gas from the surrounding shale formations.  This technique 
requires additional time to complete each well, but it is expected to result in greater overall gas recoveries 
for each well.109  Additionally, the slowdown in production likely reflects the lower natural gas prices 
experienced in 2012 and 2013, and a desire by producers to better match their drilling investments to 
market price signals.110     
 
Finally, it is important to note that alternative production basins may also be available to supply natural 
gas on the NEXUS pipeline in the event that the Marcellus and Utica basins do not perform as currently 
expected.  For example, the TETCO OPEN project is expected to provide up to 1 Bcf per day of capacity 
from the TETCO system at Clarington, Ohio to NEXUS at Kensington.  This interconnection will provide 
NEXUS shippers with not only more access to Marcellus and Utica production, but to additional supply 
from the traditional Gulf Coast regions.  Although a shipper would be expected to incur additional 
transportation charges to ship gas via the TETCO system, this alternative presents a potential option and 
risk mitigation for underutilized NEXUS capacity in the event that the current forecasts do not materialize.   
 
VI. CONCLUSION 

Sussex produced this memorandum to review the availability of natural gas supplies in the Marcellus and 
Utica supply basins that could support a long-term (e.g., 15-20 years) firm transportation agreement on 
NEXUS.  As described herein, multiple data sources (i.e., the U.S. EIA, the PGC, and third party studies), 
have provided indications of growing natural gas production in the Marcellus and Utica plays between 
2015 and 2035 due to expanding estimates of  natural gas resources in the region and improved drilling 
and natural gas recovery techniques   Similarly, multiple parties are choosing to make substantial, long-
lived investments which are dependent on the long-term availability of natural gas and natural gas liquids 
in the Marcellus and Utica supply regions in order to be economically viable.  Based on this information, 
sufficient natural gas supplies are expected to be available in the Marcellus and Utica regions for the 
duration of the estimated length of a firm capacity commitment on NEXUS.  
 
As with any estimates, uncertainties do exist in the production estimates contained herein.  These 
estimates are based on underlying assumptions about what could happen in a future time period.  
Nevertheless, recent revisions to natural gas production forecast issued between 2010 and 2014 indicate 
an upward trend in the forecasted production from the Marcellus and Utica supply regions by 2035.  That 
is to say, each successive production forecast of the Marcellus and Utica supply regions appears to 
increase the forecasted production.  Further, EIA noted in its 2014 AEO that it believes the Reference 
Case production estimate contains greater upside uncertainty than downside uncertainty.  Lastly, it is 
important to recognize that NEXUS will provide access to other sources of supply through 
interconnections with the TETCO system at Clarington, Ohio and the Tennessee Gas Pipeline system at 
Kensington, Ohio.  These additional sources of supply will come at an additional cost, but do provide 
mitigation to the risk that the Marcellus and Utica supply basins do not meet current production forecasts 
for the regions. 

109  SNL Financial, LLC, Slowdown in Northeast gas production growth not evident across all producers, 
May 19, 2014. 

110   SNL Financial, LLC, Forward Gas Markets are ‘delusional and grossly naïve,’ analyst says, April 9, 
2014.  
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Appendix A – Natural Gas Producer List  
 

Operator Name PA OH WV 
ALPHA SHALE RES LP X     

AMERICAN ENERGY UTICA LLC   X   
ANADARKO E&P ONSHORE LLC X X   

ANTERO RESOURCES   X X 
ATLAS NOBLE LLC   X   

BEUSA ENERGY LLC   X   
BP AMERICA PRODUCTION COMPANY   X   

BRAMMER ENGINEERING INC   X   
CABOT OIL & GAS CORP X     
CAMERON ENERGY CO X     

CAMPBELL OIL & GAS INC X     
CARRIZO OIL & GAS INC X X   

CHESAPEAKE ENERGY CORP X X X 
CHEVRON APPALACHIA LLC X X   

CHIEF OIL & GAS LLC X     
CITRUS ENERGY CORP X     

CNX GAS CO LLC X X   
CONSOL Energy       

CONTINENTAL PETROLEUM CO.     X 
DEVON ENERGY PRODUCTION CO   X   

EAST RESOURCES/SHELL       
ECLIPSE RESOURCES I LP   X   
EDGEMARK / EM ENERGY X X   
ENERGY CORP OF AMER X     
ENERVEST OPERATING L   X   

EOG RESOURCES INC X     
EQT PRODUCTION CO X X   

EXCO RESOURCES PA LLC X     
GULFPORT ENERGY CORPORATION   X   

HALCON OPR CO INC X X   
HALL DRILLING LLC (OIL & GAS)   X   

HESS OHIO   X   
HG ENERGY LLC   X   

HILCORP ENERGY CO X X   
INFLECTION ENERGY LLC X     
JAY-BEE OIL & GAS CO.     X 
MDS ENERGY DEV LLC X     

MOUNTAINEER KEYSTONE LLC   X   
NOBLE ENERGY INC X     

NORTHEAST NATURAL ENERGY LLC X     
PA GEN ENERGY CO LLC X     

PDC ENERGY INC   X   
PENNENERGY RESOURCES LLC X     

PHILLIPS EXPLORATION INC   X   
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Operator Name PA OH WV 
PROTEGE ENERGY II LLC   X   

RANGE RESOURCES APPALACHIA LLC X     
RE GAS DEV LLC X X   

REDMILL DRILLING X     
RICE DRILLING X X   

SENECA RESOURCES CORP X     
SIERRA RESOURCES LLC   X   

SNYDER BROS INC X     
SOUTHWESTERN ENERGY PROD CO X     
STATOIL USA ONSHORE PROP INC   X   

STONE ENERGY       
SWEPI LP X X   

TALISMAN ENERGY USA INC X     
TOTAL       

TRIAD HUNTER LLC   X   
VANTAGE ENERGY APPALACHIA LLC X     

WPX ENERGY APPALACHIA LLC X     
XTO ENERGY INC X X   

TOTAL NUMBER OF ACTIVE PRODUCERS 36 33 4 
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Appendix B – EIA Marcellus & Utica Area Transportation Projects111 

 

111  http://www.eia.gov/naturalgas/pipelines/EIA-NaturalGasPipelineProjects.xls, accessed October 23, 2014.  

Project Name Pipeline Operator Name
oject 

Type Status Year In Service Date Region(s)  Cost (millions)  Miles 
dd t o a  Capac ty 

(MMcf/d)
Virginia Power Power Link Columbia Gas Transmission Lateral Applied na Northeast                     34         2                            224 
Windsor Project Self-Gen Expansion Announced na Northeast
 ANR East Pipeline Project ANR Pipeline

e  
Pipeline Announced Northeast,Midwest     320                         2,000 

Access Northeast Algonquin Gas Transmission Expansion Announced 2018 Northeast                 3,000                         1,000 
Western Marcellus Pipeline Project

  
Pipeline Expansion Announced 2018 Northeast,Norhteast                         2,000 

Diamond East Project
a sco t e ta  te state 

Pipeline Expansion Announced 2018 Northeast                   800       50                         1,000 
Atlantic Coast Pipeline Atlantic Coast Pipeline

e  
Pipeline Announced 2018 Northeast,Southeast                 5,000     550                         1,500 

Northeast Energy Direct Tennessee Gas Pipeline
 

Pipeline Pre-file 2018 Northeast     346                         2,200 
Mountain Valley Pipeline Mountain Valley Pipeline

 
Pipeline Announced 2018 Northeast,Southeast     330                         2,000 ou ta ee  ess pe e

Project (MXP) Columbia Gas Transmission Expansion Announced 2017 Northeast                         2,500 
PennEast Pipeline Co PennEast Pipeline Co

e  
Pipeline Announced 2017 Northeast                 1,000     105                         1,000 

Leach XPress project Columbia Pipeline
 

Pipeline Announced 2017 Northeast                 1,400     160                         1,500 
Rover Pipeline Project ET Rover Pipeline

e  
Pipeline Pre-filed 2017 Northeast,Canada     800                         3,250 

Access South Project Texas Eastern Transmission co Reversal Announced 2017 Northeast,Midwest                            320   p  (
directional) Texas Eastern Transmission co Reversal Announced 2017 Northeast,Central                            350 
Adair Southwest Project Texas Eastern Transmission co Reversal Announced 2017 Northeast,Southeast                            200 t a t c Su se oject (b  
directional) Transcontinental Gas Pipeline Reversal Pre-filed 2017 Northeast,Central     180                         1,700 
Lebanon lateral project phase 3 ANR Pipeline reversal Announced 2017 Northeast
Atlantic Bridge project Algonquin Gas Transmission Expansion Announced 2017 Northeast                      -         -                              100 
Ohio-Louisiana Access project Texas Gas Transmission Reversal Applied 2016 Northeast,Midwest                     52 
Northern Access 2016 Project National Fuel Gas Supply Corp Expansion Pre-filed 2016 Northeast       97                            350 
Garden State Expansion Transcontinental Gas Expansion Announced 2016 Northeast                            180 
Ohio Valley Connector Equitrans Expansion Pre-filed 2016 Northeast                   300       50                            900 
Clarington Project Dominion Transmission

e  
Pipeline Filed 2016 Northeast                     77       -                              250 

New market project Dominion Transmission
 

Pipeline Filed 2016 Northeast                   159       -   112
Rock Springs Expansion Transcontinental Gas Pipelne Lateral Pre-filed 2016 Northeast       11                            192 
Clarington West Project Rockies Express Pipeline Reversal Announced 2016 Northeast,Central                         2,500 
South to North project Iroquois gas pipeline Reversal Announced 2016 Northeast,Canada                      -         -                              300 
Connecticut Expansion Project Tennessee Gas Pipeline Expansion Announced 2016 Northeast                     81       13                              72 
ND to MN MDU Resources Group

e  
Pipeline Announced 2016 Central,Midwest                   700     400                            400 
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Project Name Pipeline Operator Name
j  

Type Status Year In Service Date Region(s)  Cost (millions)  Miles 
 p y 

(MMcf/d)
Upstate Pipeline Project Millennium Pipeline Co Expansion Announced 2016 Northeast                      -         60                              -   
Continent to Coast Expansion Project

o t a d atu a  Gas 
Transmission System Expansion Announced 2016 Canada,Northeast                      -         -                              132 

NEXUS Gas Transmission Spectra Energy
 

Pipeline Announced 2016 Midwest,Canada                      -       250                         2,000 
Algonquin Incremental Market (AIM) Algonquin Gas Transmission Expansion Announced 2016 Northeast                      -         -                              342 
Broad Run Flexibility Project Tennessee Gas Pipeline Expansion Announced 2015 Northeast                   782                            590 
Woodbridge lateral

  p   
Co Lateral Approved 2015 Northeast                     32         2                            264 U o to  to Gas C ty pa s o  

Project (U2GC) (bi-directional) Texas Eastern Transmission co Reversal Approved 2015 Northeast,Midwest                     56                            425 
Utica Ohio River Project

g y gy  
/American Energy Expansion Announced 2015 Northeast                   500       52                         2,100 

Niagara Expansion Project Tennessee Gas Pipeline Expansion Filed 2015 Northeast,Canada                     28         3                            158 
Northern Access 2015 Project National Fuel Gas Supply Corp Expansion Filed 2015 Northeast                     66                            140 
Salem Lateral Project Algonquin Gas Transmission Lateral Applied 2015 Northeast         1                            115 
SEML reversal ANR Pipeline reversal Announced 2015 Northeast,Southwest                   100                         1,000 
Tuscarora Lateral Project Empire Pipeline Lateral Filed 2015 Northeast                     44       17                              54 e  est S de pa s o  a d 
Modernization Project

Sou ce Gas a s ss o  & 
Storage Expansion Filed 2015 Northeast       23                            175 

Lebanon lateral project phase 2 ANR Pipeline reversal Announced 2015 Northeast                            290 
Utica Backhaul Transportation Tennessee Gas Pipeline Reversal Announced 2015 Northeast,Southeast                   121       -                              352 
Virginia Southside Expansion Transcontinental Gas Pipeline Expansion Approved 2015 Northeast                   300     100                            270 
WRIGHT INTERCONNECT PROJECT Iroquois gas pipeline Expansion Announced 2015 Northeast                      -         -                              650 
East Side Expansion Project

    
Storage Expansion Filed 2015 Northeast                      -         19                            310 

Leidy Southeast Expansion Transcontinental Gas Pipeline Expansion Applied 2015 Northeast                   610       30                            525 
Constitution Pipeline Constitution Pipeline Co

 
Pipeline Filed 2015 Northeast                   683     121                            650 

Transco Rockaway Delivery Project Transcontinental Gas Pipeline
e  

Pipeline Construction 2014 Northeast                     12         3                            647 
Lebanon lateral project ANR Pipeline reversal Announced 2014 Northeast                            350 
TETCO TEAM 2014 Expansion Texas Eastern Transmission Expansion Approved 2014 Northeast                   500       34                            600 
Line MB extension project Columbia Gas Transmission Expansion Construction 2014 Northeast                   132       21 
Mid-Atlantic Connector Expansion Transcontinental Gas Pipeline Expansion Construction 2014 Northeast                     55         1 142
White Oak Lateral Project Eastern Shore Natural Gas Lateral Construction 2014 Northeast         6                              55 
Rose Lake Expansion Project Tennessee Gas Pipeline Expansion Construction 2014 Northeast                     92       -                              230 
Northeast Connector Transcontinental Gas Pipeline Expansion Construction 2014 Northeast                            100 
Natrium to Market Project Dominion Transmission Inc Expansion Construction 2014 Northeast                     42       -                              185 
Texas Eastern Natrium Lateral Project Texas Eastern Transmission Lateral Announced 2014 Northeast       10                            400 
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PRIVILEGED AND CONFIDENTIAL – PREPARED IN ANTICIPATION OF LITIGATION 
 

Appendix B – SNL Financial Marcellus & Utica Area Transportation Projects 
 

 

Project Name Pipeline Project Type Fuel Type
Year in 
Service

Capacity 
(Dth)

Development 
Status

Estimated 
Construction 
Cost ($000)

Pennstar Pipeline UGI Energy Services Inc., 
Columbia Pipeline Group

Pipeline Natural Gas 2014 500,000 Announced -

Susquehanna to 
Lackawanna Gathering 

System
Boardwalk Field Services Pipeline Natural Gas 2014 292,113 Announced 90,000$        

Constitution Pipeline 
Project

Cabot Oil & Gas Corp., Williams 
Partners LP

Pipeline Natural Gas 2015 650,000 Early 
Development

683,000$      

Laurel Mountain 
Midstream Pipeline 

Project

Williams Cos. Inc., Atlas Energy 
LP Pipeline Natural Gas 2015 876,339

Construction 
Begun -

Leidy Southeast 
Expansion Pipeline

Transcontinental Gas Pipe Line Pipeline Natural Gas 2015 469,000 Early 
Development

600,000$      

Tioga County Extension 
Phase 2 Project (TCE2)

Empire Pipeline Inc Pipeline Natural Gas 2015 260,000 Announced 135,000$      

Tuscarora Lateral National Fuel Gas Supply Corp, 
Empire Pipeline Inc

Pipeline Natural Gas 2015 53,554 Early 
Development

45,000$        

West to East – Overbeck 
to Leidy Project (Phase I) National Fuel Gas Supply Corp Pipeline Natural Gas 2015 200,000 Announced -

West to East – Overbeck 
to Leidy Project (Phase II) National Fuel Gas Supply Corp Pipeline Natural Gas 2015 225,000 Announced -

Westside Expansion National Fuel Gas Supply Corp Pipeline Natural Gas 2015 175,000 Announced -
Atlantic Sunrise 

Expansion/Central Penn 
North

Transcontinental Gas Pipe Line Pipeline Natural Gas 2017 850,000 Announced -

Atlantic Sunrise 
Expansion/Central Penn 

South
Transcontinental Gas Pipe Line Pipeline Natural Gas 2017 850,000 Announced -

Commonwealth Pipeline
WGL Holdings Inc., UGI Energy 

Services Inc., Crestwood LP Pipeline Natural Gas - 800,000 Postponed 1,000,000$    

Dominion Keystone 
Project

Dominion Transmission Inc Pipeline Natural Gas - 973,710 Announced -

Lycoming East Gathering 
Pipeline

PVR Partners LP Pipeline Natural Gas - 370,010 Early 
Development

80,000$        

Trunkline Phase III PVR Partners LP Pipeline Natural Gas - 836,417 Construction 
Begun

-

Ohio Pipeline Energy 
Network (OPEN) Project

Spectra Energy Corp Pipeline Natural Gas 2015 550,000 Early 
Development

468,000

Eureka Hunter Pipeline Magnum Hunter Resources 
Corp.

Pipeline Natural Gas - 194,742 Construction 
Begun

-

Clarksville Gas and Water 
Natural Gas Interconnect 
Pipeline Project

Texas Gas Transmission LLC Pipeline Natural Gas 2015 52,000 Announced -

Renaissance Gas 
Transmission

Spectra Energy Corp Pipeline Natural Gas 2016 1,217,137 Announced -

Giles County Project Columbia Gas Transmission 
LLC

Pipeline Natural Gas 2014 46,000 Advanced 
Development

22,700

Eureka Hunter Pipeline Magnum Hunter Resources 
Corp.

Pipeline Natural Gas - 194,742 Construction 
Begun

-

Marcellus / Tygart Valley 
Pipeline

Crestwood LP Pipeline Natural Gas - 194,742 Construction 
Begun

70,000

SNL guarantees coverage on natural gas pipeline projects longer than 10 miles, storage projects over 0.1 Bcf, and LNG terminals filed with FERC. SNL does not 
comprehensively cover projects below this threshold.
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Appendix C: Examples of Marcellus & Utica Gathering & Processing Projects 
 

Project Lead Sponsor(s) Location 
Capacity 

(MMcf/day) 
Gathering    

Northern System Gathering Assets Rice Energy Marcellus 1,000 
Susquehanna Supply Hub Williams Marcellus 1,000 
Hess Gathering Facilities PVR Partners Utica 450 

    
Processing112    

Houston MarkWest Marcellus 200 
Majorsville  MarkWest Marcellus 200 

Mobley  MarkWest Marcellus 400 
Sherwood MarkWest Marcellus 600 
Keystone MarkWest Marcellus 200 

Cardiz MarkWest Utica 200 
Seneca MarkWest Utica 400 

Utica East Ohio Phase 2 Access Utica 200 
Utica East Ohio Phase 3 Access Utica 200 

Utica East Ohio Phase 4 Access Utica 400 
Natrium II Blue Racer 

Midstream LLC 
Utica 200  

Pennant Nisource 
Midstream & 

Hilcorp Energy 

Utica 200 

Three Rivers Midstream Williams & Shell  Marcellus/Utica 200 

112  Additional fractionation, gathering and liquids storage facilities are included in the processing projects. 
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Appendix D – NGL Transportation Projects 
 

Project Sponsor(s) Destination 
Capacity 

(bbls/day) Operational Date 
ATEX Enterprise Gulf Coast 190,000 Late 2013 

Bluegrass NGL113 Williams & 
Boardwalk 

Gulf Coast 200,000 Late 2015 

Utica Marcellus 
Texas 

Kinder Morgan & 
MarkWest 

Gulf Coast 150,000 2016 

Mariner East Sunoco East Coast 70,000 Early 2015 
Mariner West Sunoco Ontario 50,000 Late 2013 
Mariner South Sunoco Gulf Coast 200,000 Early 2015 

 

113  Although Williams and Boardwalk announced that they had suspended further capital investment in 
Bluegrass on April 29, 2014, the sponsors continue to discuss the project with potential customers.  
The three Sunoco projects consist of Mariner East, Mariner West and Mariner South.   
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Appendix E – Gulf Coast Petrochemical Projects114 
 

 
 
 
 
  

114   ICIS, Shell picks Linde for FEED on proposed cracker in Pennsylvania, April 18, 2014.  Based on 
Company press releases and ICIS analysis.   

Company Project Capacity Location Start-up
Sasol New cracker 1.5m tonnes Lake Charles, Louisiana 2017
Occidental New cracker 544,000 tonnes Ingleside, Texas Feb 2017
Chemical/Mexichem 
ExxonMobil Chemical New cracker 1.5m tonnes Baytown, Texas Late 2016

New cracker
Chevron Phillips Chemical New cracker 1.5m tonnes Cedar Bayou, Texas Mid-late 2017
Dow Chemical New cracker 1.5m tonnes Freeport, Texas 2017
Shell New cracker World-scale Monaca, Pennsylvania 2019-2020*
Formosa Plastics New cracker 1.2m tonnes Point Comfort, Texas 2017
Williams Expansion 272,158 tonnes Gelsmar, Louisiana Q4 2013**
INEOS Debottleneck 115,000 tonnes Chocolate Bayou, Texas End 2013
Westlake Chemical Expansion 113,399 tonnes Lake Charles, Louisiana 2014
Westlake Chemical Expansion 82,000 tonnes Calvert City, Kentucky Q2 2014
Lyondell Basell Expansion 363,000 tonnes La Porte, Texas Mid-2014 
Lyondell Basell Expansion 113,000 tonnes Channelview, Texas 2015
Lyondell Basell Expansion 363,000 tonnes Corpus Christi, Texas Late 2015

BASF Fina Petrochemicals Expansion NA Port Arthur, Texas 2014

Considered expansions
Lyondell Basell New cracker World-scale US NA
Hanwha Chemical New cracker World-scale US NA
Axiall New cracker World-scale US NA
Indorama Ventures New cracker 1.3m tonnes US NA
SABIC New cracker World-scale US NA
Odebrecht New cracker World-scale US NA
PTT Global Chemical New cracker World-scale US NA
Aither Chemicals New cracker 272,000 tonnes US Northeast 2016
NOVA Chemicals Expansion NA Corunna, Ontario, Canada NA

NORTH AMERICA ETHYLENE EXPANSIONS BASED ON SHALE GAS
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SEC INTERROGATORY #3 
  
 
INTERROGATORY 
 
[Ex.A-3-1, p.23]  
 
Please provide a step-by-step description of how Enbridge calculated the average 
landed gas cost. Please provide details of all assumptions made. 
 
 
RESPONSE 
 
The following steps were used to conduct the landed cost analysis: 
 

1. Determine assumptions – for each transportation path and procurement point, 
identify the relevant transportation tolls, fuel ratio, monthly commodity price, 
foreign exchange rate and other charges.  These items are set out in Appendices 
B and C (updated) of Exhibit A, Tab 3, Schedule 1.   
  

2. Standardize assumption inputs – convert all relevant inputs to GJ and convert all 
monetary units to Canadian dollars per GJ. 
  

3. Determine monthly load profiles - monthly load profiles are determined for each 
transportation path analyzed.  For purposes of this analysis, all transportation 
paths are assumed to be utilized at a 100% load factor. 
  

4. Determine monthly cost profiles – monthly cost profiles for fuel are determined by 
multiplying the monthly load profile by the corresponding fuel ratio and the 
product is then multiplied by the corresponding monthly commodity cost.  All 
other cost profiles are determined by multiplying the monthly load profile by the 
corresponding monthly unit costs. 
 

5. Determine annual cost profiles – annual cost profiles are determined by summing 
the monthly cost profile for each calendar year. 
 

6. Determine annual load profiles – annual load profiles are determined by 
summing the monthly load profile for each calendar year. 
 

7. Determine annual unit cost profiles – annual unit cost profiles are determined by 
dividing the annual cost for each year by the corresponding annual load. 
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TRANSCANADA INTERROGATORY #1 
 
 
INTERROGATORY 
 
Reference:  
 
i) Application, Exhibit A, Tab 3, Schedule 1, Page 14, Paragraphs 39 – 41  
 
ii) Application, Exhibit A, Tab 3, Schedule 1, Page 15, Paragraph 42  
 
Preamble:  
 
In Reference i), Enbridge notes NEXUS’ supplemental open seasons and the expansion 
of the project’s size and scope due to its popularity, occurring after Enbridge’s 
participation in the initial NEXUS open season. Enbridge then states: “[…] without 
support from major shippers such as Enbridge, the new infrastructure build […] would 
not proceed.”  
 
In Reference ii), Enbridge states that its participation in the NEXUS project “supports 
the development of new natural gas infrastructure that benefits its customers and the 
broader Ontario market.”  
 
Request:  
 

a) If the OEB does not approve the cost consequences of Enbridge’s transportation 
contract, does Enbridge believe the NEXUS project will proceed? Please explain.  

b) Does Enbridge continue to believe that its participation in the initial NEXUS open 
season was critical to the viability of the proposed project, as stated in the 
application? If yes, why?  

c) Why does the NEXUS project benefit the “broader Ontario market” when major 
incremental capacity has also been planned or will be provided by alternative 
pipelines that will also connect incremental Marcellus and/or Utica supply to Ontario 
such as the Niagara / Chippawa expansions, the Rover Pipeline, and the 
Constitution Pipeline? Please explain.  
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RESPONSE 
 
a) See response to CCC Interrogatory #4 at Exhibit I.T1.EGDI.CCC.4. 

 
b) As stated at Exhibit A, Tab 3, Schedule 1, page 15, paragraphs 41 and 42, Enbridge 

believes that the commitments made by major shippers such as Enbridge in the 
initial NEXUS open season were critical to the decision to proceed with the proposed 
project.  Enbridge and Union’s committed capacity represents a significant portion of 
the volumes of the NEXUS pipeline, as discussed in response to BOMA 
Interrogatory #2 at Exhibit I.T1.EGDI.BOMA.2.    

 
c) NEXUS provides additional connectivity to Marcellus/Utica and supplier diversity to 

Dawn and the Ontario market. 
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TRANSCANADA INTERROGATORY #2 
 
 
INTERROGATORY 
 
Reference:  
 
i) Application, Exhibit A, Tab 3, Schedule 1, Page 17, Paragraph 46  
 
Preamble:  
 
In Reference i), Enbridge states that the service awarded to Enbridge consists of 
“110,000 Dth per day of firm transportation service […].”  
 
In the same paragraph, Enbridge notes their “option to increase contracted capacity to 
as much as 150,000 Dth per day, subject to certain conditions, on or before 
November 1, 2020.”  
 
Enbridge is requesting pre-approval of the cost consequences of their commitment on 
NEXUS. TransCanada seeks to clarify the cost consequences for which Enbridge is 
seeking approval.  
 
Request:  
 
a) Is Enbridge requesting pre-approval of the cost consequences of 110,000 Dth/d of 

firm transportation service, or 150,000 Dth/d of firm transportation service?  
 

b) Does Enbridge intend to utilize the option to increase its contractual commitment by 
November 1, 2020? Please explain.  
 

c) Please specify the specific circumstances or conditions necessary for Enbridge to 
utilize the 150,000 Dth/d option.  

 
 
RESPONSE 
 
a) See response to Board Staff Interrogatory #1 at Exhibit I.T1.EGDI.STAFF.1. 

 
b) Enbridge has not made any decision on its option to increase its capacity on NEXUS 

at this time. 
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c) Any number of changes in Enbridge’s overall supply environment could lead 
Enbridge to choose to increase its capacity on NEXUS.  Enbridge negotiated the 
option to retain flexibility and the ability to access anchor shipper privileges should 
an increased commitment make sense for its gas supply portfolio in the future.  
Enbridge is not asking for pre-approval for exercising this option at this time because 
it currently sees the 110,000 Dth/d commitment as striking the appropriate balance 
in its overall supply portfolio. 
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TRANSCANADA INTERROGATORY #3 
 
 
INTERROGATORY 
 
Reference:  
 
i) Application, Exhibit A, Tab 3, Schedule 1, Appendix C, Page 1 of 1  
 
Preamble:  
 
Enbridge’s most recently filed (May 2015) Landed Cost Analysis assumed an average 
foreign exchange rate of $1 US = $1.248 CDN from 2017 - 2032.  
In light of significant changes to the Canadian-US exchange rate since the filing of the 
original application, TransCanada seeks updated information.  
 
Request:  
 
a) Please provide an updated Landed Cost Analysis utilizing the same format as in the 

reference above, and incorporating any changes that may have occurred since the 
most recent analysis, including - but not limited to - an updated foreign exchange 
assumption.  

 
 
RESPONSE 
 
The updated Landed Cost Analysis is included in the tables below.  Relative to the May 
2015 Landed Cost Analysis Enbridge has updated the following assumptions to reflect 
current information as of August 2015: 
 

• Commodity prices 
• Foreign exchange rate 
• TransCanada tolls 
• Fuel ratios 
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August 2015 - NEXUS Landed Cost Analysis for Updated Information ($CAD/GJ)

Pipeline Pricing Point 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Average            (August 

2015 Update)

TCPL from Niagara Niagara 3.98 3.72 3.80 3.97 4.28 4.46 4.66 4.87 5.05 5.22 5.41 5.64 5.88 6.12 6.36 6.56 5.00
Dawn Dawn 4.16 3.91 3.98 4.16 4.32 4.51 4.71 4.91 5.09 5.28 5.47 5.70 5.94 6.18 6.42 6.61 5.08
Vector Chicago 4.41 4.25 4.30 4.40 4.57 4.76 4.96 5.17 5.35 5.52 5.72 5.96 6.20 6.44 6.68 6.88 5.35
NEXUS (-15%) Dominion South 4.32 4.16 4.37 4.49 4.68 4.87 5.07 5.26 5.47 5.64 5.84 6.08 6.32 6.57 6.81 7.01 5.43
Rover Dominion South 4.36 4.20 4.40 4.52 4.70 4.89 5.10 5.28 5.49 5.66 5.86 6.10 6.34 6.59 6.83 7.02 5.46
NEXUS (Anchor) Dominion South 4.42 4.26 4.47 4.59 4.77 4.97 5.17 5.36 5.56 5.74 5.94 6.18 6.42 6.67 6.91 7.11 5.53
NEXUS (Base Case) Dominion South 4.44 4.28 4.48 4.61 4.79 4.98 5.19 5.37 5.58 5.76 5.96 6.20 6.44 6.69 6.93 7.13 5.55
NEXUS (+15%) Dominion South 4.56 4.40 4.60 4.72 4.91 5.10 5.30 5.49 5.70 5.87 6.07 6.32 6.56 6.81 7.05 7.25 5.67
ANR East Dominion South 4.83 4.66 4.86 4.98 5.16 5.35 5.56 5.75 5.96 6.13 6.33 6.57 6.82 7.07 7.31 7.51 5.93
Alliance CREC 4.78 4.83 4.95 5.22 5.40 5.60 5.81 6.03 6.23 6.41 6.62 6.87 7.13 7.39 7.64 7.86 6.17
TCPL Empress 5.34 5.38 5.50 5.77 5.94 6.14 6.35 6.56 6.75 6.92 7.12 7.36 7.61 7.86 8.11 8.31 6.69

August 2015 - Average Commodity Prices ($CAD/GJ)
Pricing Point 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average
Dawn 4.16 3.91 3.98 4.16 4.32 4.51 4.71 4.91 5.09 5.28 5.47 5.71 5.94 6.18 6.42 6.50 5.12
Chicago 4.16 3.99 4.04 4.14 4.31 4.50 4.70 4.90 5.08 5.25 5.44 5.68 5.91 6.15 6.39 6.47 5.11
Dominion South 3.30 3.15 3.36 3.48 3.67 3.86 4.06 4.24 4.44 4.61 4.80 5.03 5.26 5.50 5.74 5.83 4.45
CREC 3.26 3.29 3.41 3.66 3.83 4.02 4.22 4.42 4.60 4.77 4.96 5.19 5.43 5.67 5.91 5.99 4.60
Empress 3.41 3.45 3.57 3.82 3.99 4.18 4.37 4.58 4.76 4.93 5.12 5.35 5.58 5.82 6.06 6.14 4.76
Niagara 3.70 3.45 3.52 3.69 3.99 4.18 4.38 4.58 4.76 4.93 5.12 5.36 5.59 5.83 6.07 6.20 4.75

August 2015 - Average Foreign Exchange
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average

CAD/USD 1.291 1.285 1.276 1.268 1.262 1.258 1.258 1.260 1.263 1.266 1.270 1.274 1.278 1.282 1.282 1.281 1.271

August 2015 - Fuel Ratio
Pipeline Path 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average
ANR East Leesville-to-Dawn 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60% 2.60%
Rover Leesville-to-Dawn 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80% 1.80%
Vector Milford-to-Dawn 0.27% 0.42% 0.42% 0.42% 0.42% 0.42% 0.42% 0.42% 0.42% 0.42% 0.42% 0.42% 0.42% 0.42% 0.42% 0.45% 0.41%
Vector Chicago-to-Dawn 0.57% 1.08% 1.08% 1.08% 1.08% 1.08% 1.08% 1.08% 1.08% 1.08% 1.08% 1.08% 1.08% 1.08% 1.08% 1.18% 1.05%
NEXUS (-15%) Kensington-to-Milford 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10%
NEXUS (Base Case) Kensington-to-Milford 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10%
NEXUS (+15%) Kensington-to-Milford 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10%
NEXUS (Anchor) Kensington-to-Milford 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10% 2.10%
Alliance CREC-to-Border 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75%
Alliance Border-to-Chicago 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
TCPL Empress-to-Enbridge SWDA 3.99% 4.22% 4.22% 4.22% 4.22% 4.22% 4.22% 4.22% 4.22% 4.22% 4.22% 4.22% 4.22% 4.22% 4.22% 4.27% 4.21%
TCPL Niagara-to-Kirkwall 0.05% 0.23% 0.23% 0.23% 0.23% 0.23% 0.23% 0.23% 0.23% 0.23% 0.23% 0.23% 0.23% 0.23% 0.23% 0.26% 0.22%
Union Kirkwall-to-Dawn (C1) 0.16% 0.16% 0.16% 0.16% 0.16% 0.16% 0.16% 0.16% 0.16% 0.16% 0.16% 0.16% 0.16% 0.16% 0.16% 0.16% 0.16%

August 2015 - Transportation Toll ($CAD/GJ)
Pipeline Path 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average
ANR East Leesville-to-Dawn 1.432 1.425 1.415 1.406 1.399 1.395 1.395 1.397 1.400 1.404 1.409 1.413 1.417 1.421 1.421 1.420 1.411
Rover Leesville-to-Dawn 0.979 0.975 0.967 0.961 0.957 0.954 0.954 0.955 0.957 0.960 0.963 0.966 0.969 0.972 0.972 0.971 0.965
Vector Milford-to-Dawn 0.196 0.195 0.193 0.192 0.191 0.191 0.191 0.191 0.191 0.192 0.193 0.193 0.194 0.194 0.194 0.194 0.193
Vector Chicago-to-Dawn 0.220 0.219 0.218 0.216 0.215 0.215 0.215 0.215 0.215 0.216 0.217 0.217 0.218 0.219 0.219 0.218 0.217
NEXUS (-15%) Kensington-to-Milford 0.737 0.734 0.729 0.724 0.720 0.718 0.719 0.720 0.721 0.723 0.725 0.728 0.730 0.732 0.732 0.731 0.726
NEXUS (Base Case) Kensington-to-Milford 0.857 0.853 0.846 0.841 0.837 0.835 0.835 0.836 0.838 0.840 0.843 0.845 0.848 0.850 0.850 0.850 0.844
NEXUS (+15%) Kensington-to-Milford 0.976 0.972 0.964 0.958 0.954 0.951 0.951 0.952 0.954 0.957 0.960 0.963 0.966 0.969 0.969 0.968 0.962
NEXUS (Anchor) Kensington-to-Milford 0.838 0.834 0.828 0.823 0.819 0.817 0.817 0.818 0.820 0.822 0.825 0.827 0.830 0.832 0.832 0.831 0.826
Alliance CREC-to-Border 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560 0.560
Alliance Border-to-Chicago 0.478 0.476 0.472 0.469 0.467 0.466 0.466 0.466 0.467 0.469 0.470 0.472 0.473 0.474 0.474 0.474 0.471
TCPL Empress-to-Enbridge SWDA 1.656 1.656 1.656 1.656 1.656 1.656 1.656 1.656 1.656 1.656 1.656 1.656 1.656 1.656 1.656 1.656 1.656
TCPL Niagara-to-Kirkwall 0.221 0.221 0.221 0.221 0.221 0.221 0.221 0.221 0.221 0.221 0.221 0.221 0.221 0.221 0.221 0.221 0.221
Union Kirkwall-to-Dawn (C1) 0.040 0.040 0.040 0.040 0.040 0.040 0.040 0.040 0.040 0.040 0.040 0.040 0.040 0.040 0.040 0.040 0.040

August 2015 - ACA ($CAD/GJ)
Pipeline 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average
Rover 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002
NEXUS 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002
ANR East 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002

August 2015 - Abandonment Surcharge ($CAD/GJ)
Pipeline Path 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Average
Alliance CREC-to-Border 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211 0.0211
Vector Michigan Border-to-Dawn 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004
TCPL Empress-to-Enbridge SWDA 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327 0.1327
TCPL Niagara-to-Kirkwall 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068 0.0068
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VECC INTERROGATORY #13 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg.17 
 
a) EGDI appears to have negotiated a reservation rate of 0.70 per Dth which is 

different than that of Union (0.77).  Does EGDI know why it has been able to 
negotiate a lower reservation rate?  If so please explain.   

 
 
RESPONSE 
 
Enbridge was not involved in the negotiations between Union and NEXUS and cannot 
comment on the reason for the difference in reservation rates.   
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VECC INTERROGATORY #14 
 
 
INTERROGATORY 
 
Reference: All 
 
a) Please provide all correspondence between Alliance and Vector and EGDI with 

respect to the de-contracting on their respective Pipelines.  
 

b) Does EGDI’s have any understanding as to how the capacity released will be 
utilized by Alliance/Vector? 

 
 
RESPONSE 
 
a) Enbridge decided not to renew its Alliance capacity (75,000 MMcf/d) beyond 

November 2015.  This decision was made in November 2010 in accordance with the 
renewal terms of Enbridge’s contract on Alliance.  The Alliance capacity was not 
renewed due to concerns about the economics of the path based on available 
information at the time.  Please see attached for Enbridge’s notice of non-renewal to 
Alliance.   

 
Enbridge holds 100,000 Dth/d of Vector capacity through an assignment from DTE 
which expires October 31, 2015.  Enbridge decided not to renew this capacity in 
December 2012 when a decision had to be made in accordance with the renewal 
terms of Enbridge’s assigned capacity on Vector.  The decision to not renew this 
capacity was made given that Enbridge would no longer have Alliance capacity to 
feed Vector.  Enbridge informed DTE of its decision to let the assignment expire by 
phone therefore there is no correspondence available. 

 
b) Enbridge does not have any insight into how the capacity released will be utilized. 
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VECC INTERROGATORY #15 
 
 
INTERROGATORY 
 
Reference: All 
 
a) Please explain how EGDI’s Gas Supply memorandum anticipates the NEXUS 

contract (that is how it alters or changes the gas supply plan if the contract were 
not approved). 

 
 
RESPONSE 
 
The Gas Supply Memorandum filed at Exhibit A, Tab 3, Schedule 3 addresses the 
years 2014-2015.  NEXUS will not be in service during that time.  The Gas Supply 
Memorandum discusses the NEXUS contract pre-approval application (page 24), but 
does not address how the NEXUS supply will be included within the gas supply 
portfolio, because the gas supply portfolio for years following 2015 is not addressed in 
the Gas Supply Memorandum.  As explained in the pre-filed evidence, for Enbridge the 
volumes anticipated through the NEXUS commitment replace volumes that would 
otherwise be supplied from Chicago using the existing Vector capacity.  That Vector 
capacity can be seen in the chart at page 32 of the Gas Supply Memorandum. 
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VECC INTERROGATORY #16 
 
 
INTERROGATORY 
 
Reference: A/T3/S1/pg.31 
 
a) Please explain why in Table 3 Enbridge Gas Supply Acquisition absent NEXUS 

shows no increase in supplies brought in from Niagara. 
 
 
RESPONSE 
 
NEXUS capacity will displace supply that would have otherwise been procured at 
Chicago as discussed in the pre-filed evidence at Exhibit A, Tab 3, Schedule 1, 
page 32, paragraph 82.  Tables 3 and 4 at Exhibit A, Tab 3, Schedule 1 assume that 
Enbridge does not increase its reliance on supply from Niagara over the forecast period. 
Doing so would negatively impact diversification of the Enbridge gas supply portfolio in 
the scenarios with and without NEXUS.  Further discussion of the diversification 
benefits of NEXUS are provided in the response to Board Staff Interrogatory #7 at 
Exhibit I.T1.EGDI.STAFF.7. 
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VECC INTERROGATORY #17 
 
 
INTERROGATORY 
 
Reference: EGDI A/T3/S1/pg.32; Union A/pgs. 15-18 
 
a) The evidence is unclear as to whether the pathway chosen from NEXUS to Dawn 

is different as between Union and EGDI.  Please provide a single detailed map 
showing the delivery point of the NEXUS pipeline (Willow Run) and the Dawn 
delivery point for each of the two utilities. 
 

b) If there are differences in the route chosen between Willow Run and Dawn 
please provide a table which shows each toll segment between the receipt point 
of the NEXUS pipeline and the receipt point of Dawn. 
 

c) If there are differences in the route, please explain and contrast why each utility 
has chosen its respective route. 

 
 
RESPONSE 
 
a) Please refer to Union’s pre-filed evidence at Exhibit A, page 16, Figure 3-2. 

 
b) Enbridge assumes this question should read: “…between the receipt point of 

NEXUS and the delivery point of Dawn.”  The table below sets out the toll segments 
and corresponding tolls associated with the NEXUS path to Dawn applicable to the 
Enbridge path.  Note that commodity costs, fuel ratios and other costs can impact 
the economics of a particular path. 

 
Toll Segment Toll 
NEXUS Pipeline: Kensington, OH to Milford Junction, 
MI (Vector Interconnection point) 

$0.70 USD Dth/day 

Vector Pipeline: Milford Junction, MI to Dawn, ON $0.16 USD Dth/day 
 

Enbridge could have contracted for NEXUS capacity from Kensington, OH all the 
way to Dawn, ON.  NEXUS would then likely have taken additional transportation 
capacity on Vector to complete the path for Enbridge’s capacity.  Enbridge would 
then have de-contracted a corresponding amount of Vector capacity.  Enbridge 
however decided to retain control of its own capacity contracting on Vector.  
Enbridge felt this strategy better protected ratepayers in the event that NEXUS did 



 
Filed:  2015-08-25 
EB-2015-0175 
Exhibit I.T1.EGDI.UNION.VECC.17 
Page 2 of 2 

Witnesses: J. LeBlanc 
A. Welburn 

not get built as Enbridge would retain its capacity on Vector as contracted for today 
from Chicago to Dawn.  When NEXUS comes into service Enbridge’s Vector 
capacity will be restructured.  This restructuring is discussed in Enbridge’s pre-filed 
evidence at Exhibit A, Tab 3, Schedule 1, paragraph 83.  
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VECC INTERROGATORY #10 
 
 
INTERROGATORY 
 
Reference: A/S3/pg.12 
 
a) Please explain the relevance of the Texas Easter Appalachian Lease (TEAL) to 

the supply options available for a NEXUS pipeline. 
 
 
RESPONSE 
 
As discussed at Exhibit A, Schedule 3, page 12, the lease by NEXUS on the Texas Eastern 
Appalachian Lease (“TEAL”) project will provide NEXUS shippers with additional access to 
Marcellus and Utica supply options in Ohio, West Virginia, and Pennsylvania via a new 
interconnection between NEXUS and the Texas Eastern Transmission, LP (“Texas Eastern”) 
system at Kensington, Ohio. Specifically, as stated in the Draft Resource Report filed by Texas 
Eastern with the FERC in June 2015: 
 

The TEAL Project will create additional firm pipeline capacity necessary to deliver 
950,000 dekatherms per day (“Dth/d”) of natural gas production from receipt points in the 
Appalachian Basin in Texas Eastern’s Market Zone 2 between Berne, Ohio, and Braden 
Run, Pennsylvania, to a new connection with the NEXUS Project near Kensington in 
Columbiana County, Ohio…The capacity created by the TEAL Project will be contracted 
to NEXUS for use as part of the NEXUS Project and will provide NEXUS shippers with 
seamless transportation service from the portion of Texas Eastern’s system extending 
from Berne, Ohio to Braden Run, Pennsylvania to growing markets along the NEXUS 
Project in northern Ohio, southeastern Michigan, and the Dawn Hub in Ontario. 
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VECC INTERROGATORY #11 
 
 
INTERROGATORY 
 
Reference: A/S3 
 
a) Based on EIA estimates what is the relationship between proven reserves of the 

Utica/Marcellus basin and capacity of the proposed NEXUS pipelines (e.g. how 
many years of operation would be required of the line to move proven reserves 
or equivalent). 
 

b) Please provide the same for the proven/probable reserves. 
 
 
RESPONSE 
 
a) Sussex assumes the question refers to EIA’s estimate of “proved reserves”.  As 

stated on Exhibit A, Schedule 3, page 25: the EIA’s aggregate 2013 proved reserves 
estimate for Ohio, Pennsylvania, and West Virginia was approximately 64,700 Bcf.  
Assuming a NEXUS daily pipeline capacity of 1.5 Bcf/day or approximately 550 
Bcf/year and dividing that annual amount (i.e., 550 Bcf/year) into the proved reserve 
estimate (i.e., 64,700 Bcf) results in 118 years.  

 
b) Sussex assumes the question refers to the PGC’s estimate of probable resources in 

the Atlantic Shale region.  As stated on Exhibit A, Schedule 3, page 29: the PGC’s 
probable resource in the Atlantic Shale is approximately 328,000 Bcf.  Assuming a 
NEXUS daily pipeline capacity of 1.5 Bcf/day or approximately 550 Bcf/year and 
dividing that annual amount (i.e., 550 Bcf/year) into the probable resources estimate 
(i.e., 328,000 Bcf) results in approximately 600 years.  
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VECC INTERROGATORY #12 
 
 
INTERROGATORY 
 
Reference: A/S5 
 
a) What is the effect (directionally) on the basis differential if there is an increase in 

liquidity at Dawn due to the NEXUS pipeline? 
 

b) Please recalculate the landed costs analysis for the “TCPL Niagara to Kirkwall” 
route using the same basis differential as for the NEXUS routes. 

 
 
RESPONSE 
 
a) A locational basis differential as is discussed in Exhibit A, Schedule 3 is a 

function of the difference in natural gas prices between two points.  Liquidity and 
associated metrics are calculated for a particular point. Therefore, although 
increased liquidity may provide a more efficient and transparent price at a 
particular point, it (i.e., increased liquidity) may not impact the basis differentials 
to that point.   

 
b) It appears that this question relates to the Union Gas landed cost analysis. 
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VECC INTERROGATORY #13 
 
 
INTERROGATORY 
 
Reference: Union A/pg.40; EGDI A/T3/S1/pg.24 
 
a) Please explain why the landed cost analysis summary of Union as compared to 

EGDI is significantly different. 
 
 
RESPONSE 
 
Please see Exhibit A, Schedule 3, pages 42 through 47 for a detailed discussion of the 
landed cost approach developed by Union and Enbridge, including the similarities and 
differences of each approach.   
 
Since there are different assumptions used by Union and Enbridge (e.g., the source and 
timing of the natural gas price forecasts), the results reflect the differences in 
assumptions. 
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