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Tuesday, November 17, 2015
--- On commencing at 9:37 a.m.

MS. SPOEL:  Before we begin, are there any preliminary matters?

MR. D. STEVENS:  Other than at some point addressing the timing for argument I don't believe there are.

MS. SPOEL:  All right.  We'll do that at the end of the day, I think.

MR. D. STEVENS:  Sure.  That's fine.

MS. SPOEL:  Anything else?  All right.  Then Mr. Brett, I think we're continuing on with your cross-examination.
ENBRIDGE GAS DISTRIBUTION INC. - PANEL 1, resumed

Jamie LeBlanc, Previously Affirmed

Andrew Welburn, Previously Affirmed
Continued Cross-Examination by Mr. Brett:

MR. BRETT:  Yes, good morning, Madam Chair and panel.  I just wanted to start with a couple of quick questions, clarification questions.  My understanding is, Mr. LeBlanc, that your contract with Nexus constitutes approximately 7 percent of the total Nexus pipeline capacity; is that correct?

MR. LeBLANC:  Well, I'll take that subject to check.  110 over 1.5 -- 110,000 over 1.5 million, whatever that math would be.

MR. BRETT:  Right.  And I believe Union's is approximately 10 percent.  The only reason I wanted to mention that -- I raise that as a question is I wanted to clarify that -- and Mr. Isherwood spoke to this in the technical conference, but in a response to BOMA number 2, I had asked that question, and the response that came back was that the combined share of the two utilities on the Nexus capacity was 35 percent.  That is not correct.  Mr. Isherwood clarified that in the technical conference the combined share is 17 percent, which is 7 of Enbridge and 10 of Union.

So that's the only reason I raise that question at the moment, because these numbers can get a bit confusing, and there's a lot of different percentages floating around.

My second short question is, if you could -- you may want to turn this up, or I could simply read it to you, but in the Sussex report, which is EB -- which is Exhibit A, tab 3, Schedule 2, page 12, there's a reference there to something called the Texas Eastern Appalachian lease, and what it says is that:

"That lease may present additional natural gas supply certainty by providing Nexus shippers access to supply delivered by natural gas producers in southern Ohio, west Virginia, and Pennsylvania to a new interconnection with the greenfield portion of Nexus at Kensington, Ohio."

We spoke about Kensington a lot.  We spoke a bit yesterday about Texas Eastern, but it was a bit scattered, I think.

Then the key sentence here is:

"Nexus will lease up to 950,000 dekatherms per day of capacity on the TEAL project -- which is the Texas Eastern Appalachian lease project -- which is scheduled to enter into service November 2017."

Are you able to tell us or show us on a map where this TEAL -- where this lease -- where this capacity of Nexus's leasing is located?

MR. LeBLANC:  If we go to the Board compendium, I think that's the easiest -- I think that was where --


MR. BRETT:  Okay.

MR. LeBLANC:  It is one option, anyway.  So the --


MR. BRETT:  Yeah.

MR. LeBLANC:  -- Board compendium, page 5.

MR. BRETT:  That would be tab 5?  I have the Union --


MR. LeBLANC:  Tab 1 of ours, sorry.

MR. BRETT:  Okay.  I'll have to see where that -- well, okay.  Here we go.  All right.

MR. LeBLANC:  Yes.

MR. BRETT:  So now where on that is the TEAL project?

MR. LeBLANC:  TEAL is -- so TEAL is from Clarington to Kensington on that map.

MR. BRETT:  Okay.  And do you happen to know the cost of that lease?

MR. LeBLANC:  I do not.

MR. BRETT:  Okay.

MR. LeBLANC:  We're not directly contracting for that portion.

MR. BRETT:  Okay.  But it's a cost of the Nexus project?

MR. LeBLANC:  Not a cost that -- the green -- the rate we are paying is based on the greenfield portion of the part of the project that we're contracting on.  So it has no -- the cost of that portion has no implication to our rate and what we're paying.

MR. BRETT:  And would that be the same case if you were to in the future take the default rate with the FERC  -- effectively the FERC default rate, cost-of-service rate?

MR. LeBLANC:  Probably depends on -- I'm sure -- I don't know the details of those rates, but those rates would be based on what portion of the path we used as well.  And I expect if we took the default rate on the same path as we've negotiated, that it too would not impact the rates that we paid.

MR. BRETT:  Thank you.  Could you turn up now, please, the -- your letter of -- the letter -- covering letter for your application.  This was a letter dated June 15th -- sorry, June the 5th, 2015 by Mr. Mandyam.  It's a two-page letter that appeared at the front of your application.

MR. LeBLANC:  I have it.

MR. BRETT:  You have it?  If you look down in the third paragraph you see a sentence:

"NEXUS will require the construction of a new greenfield..."

I'm sorry, the previous sentence.

"This transportation path will allow Enbridge to obtain gas supply directly from within the Appalachian basin in the northeast United States."

Now, do you agree with me that Mr. Mandyam and a lot of commentators and people in the industry refer to the Appalachian -- when they say "the Appalachian basin" they mean the Utica and Marcellus basins together, right?

MR. LeBLANC:  Yes, Appalachian, I think it includes those basins, and I think there are others as well.  Those are the two main ones that I think it referred to as part of the Appalachian.

MR. BRETT:  Right.

MR. LeBLANC:  I think I mentioned yesterday that our  -- that while it's not exclusively so that the NEXUS project does target predominantly the Utica supply basin.

MR. BRETT:  Yes, well, that's what we're going to discuss over the next few minutes.

I would like you to turn up now your -- the joint presentation that you made, the Enbridge-Union Gas presentation, and I would like you to go to page 2 of that.

MR. LeBLANC:  I have it.

MR. BRETT:  And there you will see that the -- if you look at the project scope, you see energy and -- Spectra Energy and DTE Energy are lead producers, and you see customers -- customers of the pipeline.  These are people that have signed on to the pipeline like yourself.  It says:
"LDCs and Marcellus and Utica producers such as CNX, Noble, and Chesapeake."

You agree with me that the producers it identifies there are identified as producers in either both of or either of Marcellus and Utica, correct?

MR. LeBLANC:  Yes, it's not unusual for producers to be in multiple basins, and so these producers are producers in both of those basins.

MR. BRETT:  No, it is not unusual.  I would agree with that.

Now, if you turn to the Sussex report again.  I would like you to turn this time to page 2 of 65.  Do you have that?

MR. LeBLANC:  I do.

MR. BRETT:  And if you read there in the first paragraph of the introduction, it says:
“In particular, the person in agreements will,” and then go down to number 2, “provide a new path to transport natural gas supplies from the Marcellus and Utica shale basins to Dawn, Ontario.”


So you agree with me there that the Nexus pipeline is providing a path to bring gas supplies not from the Utica basin exclusively, but from the Marcellus and Utica basins together.  You agree with that?

MR. LeBLANC:  I would agree that it's not exclusive.  I would just give a little context on that, in that the Kensington plants, which is the start the primary starting point of the Nexus pipeline are plants owned by, I believe, Chesapeake -- and maybe others involved that -- were built there to process the liquids out of the gas that is being produced from that area, and that area is predominantly a Utica area.

But there are two other connections in the same area that will provide an option for us, which is the TTP pipeline and the Texas Eastern pipeline.  So there is the ability to access some Marcellus gas on the pipeline, but it's predominantly a project that was targeted to access the Utica basin.

MR. BRETT:  The next thing I would like to you look at would be your evidence -- just a minute.  Before we go on to that, I would like to you look at page 11 of the -- since we're at the Sussex report, have a look at page 11.

MR. LeBLANC:  I have it.

MR. BRETT:  You’ll see there, at the bottom of the last paragraph on page 11:
“The Kensington processing plant has received firm commitments from natural gas producers in the Marcellus and Utica basins located in Ohio, West Virginia, and Pennsylvania, including affiliates of Chesapeake Total Gas Power North America and American Energy Partners.”

You agree with me that that states that the Kensington processing plant is going to be processing gas from both the Marcellus and the Utica basins?

MR. LeBLANC:  Yes, I didn't say that it would be exclusively --


MR. BRETT:  No, you didn't say it was exclusive.  But I just want you to read it, and it doesn't say in what proportion.  Do you agree with that?

MR. LeBLANC:  It does not say that.  That's my understanding, that it would be more Utica than Marcellus, but it doesn't say that.

MR. BRETT:  The evidence doesn't say that; this report doesn't say that?

MR. LeBLANC:  That's correct.

MR. BRETT:  And then if we turn to your -- let me turn to one more page of this report.  If you turn to page 22 of 65, you will see a graph there.  Do you have that?

MR. LeBLANC:  I do.

MR. BRETT:  And that graph is entitled “Comparison of Appalachian and WCSB Production 2000-2014”.

Now, you see the graph there that shows the Appalachian production very low until about 2010, and then essentially going vertical, going up very, very quickly over the next five or six years.  It increases by a factor of about 800 percent, and then meets the WCSB line in about 2014; correct?

MR. LeBLANC:  That appears to be so, yes.

MR. BRETT:  And you'd agree with me that graph shows the Appalachian production.  It doesn't show either Utica or Marcellus, or any minor part of the Appalachian basin.  It shows the basin as a whole.

MR. LeBLANC:  It does.

MR. BRETT:  And that is the basis on which a lot of Sussex analysis proceeds.

Okay, I'm almost through this and then I'll get to a couple of other questions.

I want to turn to your application, which is your five-page document at the front of your evidence, and I would like you to look at page 2 of the application, paragraph 7, okay?

MR. LeBLANC:  I have that.

MR. BRETT:  Paragraph 7 says:
"The Nexus contract will allow Enbridge to obtain a direct supply of gas from the Marcellus and Utica basins to the Dawn Hub.  This will allow Enbridge to diversify,”
et cetera.

MR. LeBLANC:  I guess I would --


MR. BRETT:  I've not finished my question, please.  My question to you is does this -- you agree with me that this -– again, this is your evidence.  I've gone to about six or seven pieces of your evidence now -- this piece of your evidence says that the Nexus contract will allow Enbridge to take gas from both Marcellus and Utica basins; right?  That's what this says?

MR. LeBLANC:  Yes, it does.  And I would like to point out that while the project targets predominantly Utica supply, there is -- and we've already acknowledged that there is the ability to take Marcellus supply.

And I think, because Utica is a pretty new basin and less proven -- I mean, it's becoming more and more, but less proven at the time when the project was announced, part of having access to Marcellus gas as an option is -- if, for some reason, things don't go according to plan in the Utica, there is the backup capability of accessing some Marcellus supply.

So to me, what also being accesses -- being able to potentially able to access Marcellus supply should give folks a bit more comfort that if Utica doesn't, for whatever reason, turn out to be all that everyone expects it to be, we won't have an empty pipe.  We will be able to find gas somewhere.

MR. BRETT:  Can I ask you the -- will you turn up BOMA number 9 please?  It’s BOMA Interrogatory No.9; it's an interrogatory to Union, but I think it --


MR. LeBLANC:  Is it in ours as well?

MR. BRETT:  Is it in yours?  I'm not certain it’s in yours.  It's in Union's.

MR. LeBLANC:  What tab is it under?

MR. BRETT:  Have you got it?

MR. LeBLANC:  Sorry, just give me a moment.   We've got the other binder.  Give us a moment?

MR. BRETT:  Perhaps I can read the sentence, if you like.  Take your time.

MR. LeBLANC:  We have it here.

MR. BRETT:  Okay.  I just want to refer you to -- I don't want to read the whole thing here, but the question turns on -- the question that was asked you was about the advantages of having direct access to Marcellus Utica supply.  And in part of your answer, you say in the first big paragraph there:
"Nexus will provide the Ontario LDCs with direct access, i.e. purchases of natural gas supplies, within the Marcellus and Utica basin,” and I would note there they talk about basin in the singular, “as Nexus connects the basin to the Dawn Hub.”

You would agree with me that that answer suggests that Nexus is going to allow you to get gas from both Marcellus and Utica shales.  And I think properly speaking there is one basin, and Union has referred to it as the Marcellus and Utica basin.  There are two shales, but there is one basin.  Do you agree with that?

MR. LeBLANC:  I didn't answer this question.  Union did, so I won’t --

MR. BRETT:  I understand.  I asked you if you agreed with Union.

MR. LeBLANC:  What I would say is that they are distinct formations and that they are different.  The way I see them as different is they are different basins; they are in the same area.

I would also point out that unfortunately the common way that these areas are referred to, I think because Marcellus is so big in the industry, is it's just normal, the way people talk, they say Marcellus and Utica basin, right, so Marcellus and Utica basins.  Marcellus tends to come first in that discussion, but I think we've been clear that the project does target Utica supply.  It does have the option to also access Marcellus supply.

MR. BRETT:  You mean -- when you say people, you mean lay people, or do you include experts in that as well?

MR. LeBLANC:  I would include anyone who's in the business.  They tend to mix the terms in certain situations.

MR. BRETT:  Okay.  Well, what I -- my next question is would you agree with me that all of these -- the concern or -- the concern I have is all of these evidence -- all of these references in your pre-filed evidence, in your application, and the reports of your consultant and your answers to interrogatories construe this project as one that's accessing gas from the Utica shale and the Marcellus shale from the Appalachian basin.  It is -- and it doesn't differentiate -- none of your evidence differentiates between them, and you've said that you can't say how much gas comes from the Marcellus or the Utica basin.

Now, with that preamble, the first time I -- would you agree that the only -- the first time that we've heard any talk about this project targeting the Utica basin was yesterday when Mr. Isherwood began to talk about Utica and say it's brand-new, it's very different, it's a frontier, and I think you said it's a frontier, but that's the first we've heard of it.  It's not in your evidence anywhere.  Do you agree with that?  Other than the pronouncements of Mr. Isherwood yesterday and the echoes that you made of that later yesterday and this morning, that's all we have.  We don't have it in your written evidence anywhere.  Do you agree with that?

MR. LeBLANC:  I think it's not in our specific written evidence, but I would point out that in answers to, I believe it's TransCanada number 7, there are a number of presentations from the NEXUS project starting in 2012, and it discuss -- they discuss at length the Utica basin, the potential of that basin, where test drilling is happening, what kind of results those producers are seeing, what are the projections of the Utica basin in terms of future production.  So I believe maybe we weren't as clear as we could have been in our written evidence, and it's unfortunate, but this project has always targeted Utica supply, and that did not change yesterday or the day before.  It was from the very get-go of this project that it's targeted Utica supply.

MR. BRETT:  You've been very persistent and articulate in that, but let me put this question to you.  My construct is that you've only begun to talk about Utica, you and Mr. Isherwood, when it became clear to everybody, including the Board, that the Marcellus basin had been around for a long time.  The Utica shale, while it's been more laterally developed, is also a very large producer at the moment, and has been since about 2012, and I'm saying -- I'm suggesting you're only talking about this because you realize that the Marcellus can't possibly be said to be a frontier and therefore qualify under the guidelines, and you think you might be able to qualify the Utica; is that right?

MR. LeBLANC:  So I would answer that by turning you to TransCanada 7 attachment -- the attachment.  It's a very large package of documents.

MR. BRETT:  That's the 30 or -- the big series of presentations?

MR. LeBLANC:  It's a couple hundred pages, but I would turn you, I guess, to -- we can start with page 17.

MR. BRETT:  Maybe we can put that up on the screen.

MR. LeBLANC:  Sorry, page 16 might be a useful place to start.

MR. MILLAR:  Can we have the full reference, please?

MR. LeBLANC:  Sure.  Exhibit 1, tab 4, EGDI.TCPL.7, the attachment, which is a large bunch of presentations and other documents between us and the NEXUS project.  And it's page 16 to start with.  So page 16 --


MR. BRETT:  Can I ask you first of all what this is?  Is it a presentation made by NEXUS or made by TransCanada or...

MR. LeBLANC:  It's a presentation made by NEXUS.  This first one was made in September of 2012 leading up to our bid.

MR. BRETT:  All right.

MR. LeBLANC:  Into the open season.

MR. BRETT:  Right.

MR. LeBLANC:  So -- and there are a number of references in here, but I just, I pick out a couple.  So page 16 talks specifically about the Utica shale and it being amongst the lowest cost available.

MR. BRETT:  Right.

MR. LeBLANC:  So it gives you an indication that Utica is important because they're talking about the costs of Utica-produced gas.

And then if you move on to page 17 and 18, there's a discussion about --


MR. BRETT:  Just a second.  If we could turn those up --


MR. LeBLANC:  Sure.

MR. BRETT:  -- turn 17 up first and we can see what's going on here.

MR. LeBLANC:  So there's a bunch of discussion about the nature of Utica and how it's -- where it's located, how big it is, the resource is still being -- the bullet -- third bullet:

"The resource is still being defined.  However, early estimates of natural gas deposits in the formation range from 2 to 70 TCF."

You know, it does talk about being in close proximity to the Marcellus.  It talks about the, you know, the early results, where the -- what the sweet spot for dry gas is versus wet gas, all those types of things.

So clearly the project was targeting Utica supply as why this project was being developed.  And then I guess we go to page -- I've got a reference page, 34, 35.

MR. BRETT:  Perhaps we can turn that up.

MR. LeBLANC:  I'll let my friend, since he gave me the reference, just speak to them, maybe.  35 and 36.  Yeah, so that -- so, yeah, 35 and 36 actually are talking about where the wells are being drilled, what the kind of results they're getting, what they've been doing in the region.

And page 47, which is in -- oh, that's the same presentation, I believe.  Talks just about where the Utica shale is and what the formation looks like.  You know, it goes on.  Page 49 is again talking about the test wells that have been drilled and what are the results, and there's any number of references like that through this package of presentations which clearly indicates that the Utica was a primary target of this pipeline project.

MR. BRETT:  Okay.  Anything else to add there?

MR. LeBLANC:  I might turn you to, I guess, one final one, page 58.  Well, even 59 -- 58 and 59 talk about the progression of production from the Utica basin, and as you can see, at the time that we bid into this project -- and this project virtually had no production, and there has been some production of late.  And given that we wanted to have a pipeline in service for November 1 of '17, I would hope there would be some production there to meet that demand, but clearly this is newly developing production over the time period that we've been working on this project with the NEXUS folks.  I guess that would be it for now.

MR. BRETT:  One last question, I guess.  Would you agree with me that the Utica shale not exclusively but tends to be more -- no, actually, on second thought, that's fine.  Those are my questions.

MS. SPOEL:  Thank you, Mr. Brett.  I think the next person I have on my list is you, Mr. Rubenstein.  Is that your expectation?

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

MS. SPOEL:  Fine.  Mr. Quinn, we are on to you next.
Cross-Examination by Mr. Quinn:

DR. QUINN:  Yes, thank you.  Good morning, Madam Chair, and Members Long and Duff.

And good morning to the Enbridge panel.  We get a chance to speak to you in person this time, as opposed to the teleconference that was facilitating our last dialogue at the technical conference.  I appreciate the responses you've given to this point, and I'm going to cover a few areas that are germane to the application, I believe, that Enbridge and Union are seeking in terms of pre-approval and cost consequences.

There are some answers you've given, either in the technical conference or to Board Staff, who did a great job of giving us an overview yesterday.  So I'm going to cover some of the technical conference, yesterday’s dialogue you had with Board Staff, and questions that flowed out of Mr. Brett's discussion with you.

I want to start from where I started with Union Gas yesterday, and it might be helpful if you have the compendium, Exhibit K2.1, that I provided yesterday.

That can be brought up on the screen for those who may not have it handy.

MR. LeBLANC:  I have it.

MR. QUINN:  Okay.  Thank you, Mr. LeBlanc.  You were here yesterday.  Do you recall my discussion with Union about the element of risk, as described in the natural gas renewed policy framework that was the genesis for these long-term -- pre-approval of the long-term transport guidelines?

MR. LeBLANC:  I recall it generally, yes.

MR. QUINN:  I wanted to give it context, because I want to get your views on that discussion specifically.

If you turn to page four of that document, the sentence in the last full paragraph -- it's the second sentence and says:
"The trade-off is the potential risk involved and the Board believes that utilities need a diversified portfolio to reduce that risk.”

Stopping there, what is Enbridge's view of what that risk -- what is that risk the Board is referring to in that document?

MR. LeBLANC:  To me, what a diversified portfolio does is protects those involved from an unusual amount of exposure to any one item.

So for instance, our portfolio is a diversified portfolio in terms of path and supply and suppliers, and we believe in -- and I think that's part of why we want to do -- one of the main reasons we want to do the Nexus project is to increase the diversification of our portfolio for the benefit of ratepayers.

MR. QUINN:  So you agree with me that there's different aspects of diversification; term, path?

MR. LeBLANC:  Certainly, yes.

MR. QUINN:  Okay.  One area that certainly Union and, I believe, you covered off with Mr. Richler yesterday is the desire to get to the basin.

Would you agree with me that diversification can also be created by having contracts that are sourced in the basin and sourced in the market?

MR. LeBLANC:  And by market you mean like a liquid hub type of -- yes, I agree.  That is actually how we have traditionally sourced our gas, both at liquid hubs like Chicago and Dawn, as well as back in the basin where Alliance begins, where the Nova and TransCanada systems begin.

So that has been traditionally a way that we have diversified, is to have some sort of at the market hub and some from the basin.  We believe that's a prudent way to develop excess wetland.

MR. QUINN:  Thank you.  There was a number of elements in there, and I just want to parse it out a bit.

You talked about market hubs and referred to Dawn.  But you’d agree with me Dawn has the benefit of being proximate to the storage that you own near Sarnia, Tecumseh storage?

MR. LeBLANC:  Yes, our storage as well as Union’s.

MR. QUINN:  In the contracts you have with Union?

MR. LeBLANC:  Yes.

MR. QUINN:  But there's also an element of buying in the market for the benefits of diversification, and I'm going to ask you the question.  But in your view, was that the decision that Enbridge undertook to step into the 200,000 GJs a day at Niagara?

MR. LeBLANC:  We saw Niagara as a new access, a new place from which the gas was coming.  A great deal of gas was coming to the border, and we saw that as a place we could diversify our portfolio for the benefit of ratepayers.

MR. QUINN:  And being -- coming in to the border also close to areas in your franchise, like the Niagara Falls- St. Catharines area of Enbridge's franchise?

MR. LeBLANC:  Yes, the path certainly from the border goes through our franchise, and is proximate to our franchise, correct.

MR. QUINN:  Thank you.  One of the other aspects that I didn't hear in there was accessing Marcellus.  The choice for Niagara provided an opportunity to access Marcellus gas also?

MR. LeBLANC:  Yes, it did.

MR. QUINN:  Okay.  But I have also heard -- certainly Union said, and I believe you said yesterday -- although I don't have a transcript reference, so correct me if I'm wrong -- that Enbridge -- I don't want to ask you to speak for Union, so Enbridge cannot determine the source of the gas that comes in at Niagara.  It may be Marcellus Gas, it may not be; correct?

MR. LeBLANC:  Yes, I think what we said in our evidence, and I'd say it again, is that although we don't know where it comes from necessarily, we expect that a large portion of the gas that's showing up at Niagara is coming on the three pipelines that come on the US side which are sourcing gas out of the Marcellus basin.

MR. QUINN:  Okay.  Maybe I didn't hear all those words correctly.  So can you determine, or can you say with certainty that it's Marcellus gas?

MR. LeBLANC:  Not with absolute certainty, no.

MR. QUINN:  Thank you.  But it is value, and in my compendium on page -- well, it starts at page 8 is the cover, but 9, 10, 11 and 12.  We can jump through to page 12, we asked you about the value of the gas that you're receiving at Niagara, and starting at line 18 on page 12, you provided to us that the gas for the 22 months that you have under contract is Dawn minus 46 cents per GJ Canadian.  That's correct?

MR. LeBLANC:  That was the approximate average of the pricing of the contracts we’d entered into at that point, yes.

MR. QUINN:  Thanks.  Now, I may be putting two and two together coming up with 5, but you did say 22 months before.  And then I heard you refer to the fact you're starting flow January 1, 2016?

MR. LeBLANC:  We're starting supply flow, yes, January 1, 2016.

MR. QUINN:  So that period will go January 1, 2016, to October 2017?  That’s the 22 months these contracts cover?

MR. LeBLANC:  That's correct.

MR. QUINN:  And economically, you would see that as pretty good value relative to other alternatives you may have at this time?

MR. LeBLANC:  Yes, it is good value.

MR. QUINN:  Thank you.  Just getting back to this point on Marcellus versus other gas that may come in at that point, you were just having the discussion with Mr. Brett and you used -- I understand Enbridge's evidence is targeting Utica supply.

But would the same situation not hold true, that over time the gas that arrives to the receipt point at Kensington at the start of the NEXUS pipe, you will not be able to dictate whether that gas has been sourced from Utica or Marcellus; is that correct?

MR. LeBLANC:  No, we will not be able to dictate it.  I think it's just the fact that where the pipe starts and where the processing plants are and the gathering system, you know, closest to that plant would lead me to believe that more gas will come from Utica just because of its geographic location.

MR. QUINN:  But no certainty on the source?

MR. LeBLANC:  No certainty.

MR. QUINN:  Thank you.  I'm going to shift gears a little bit, and I appreciate that I don't -- I'm going to give you the reference, not the full reference, I apologize.  I have it as FRPO 4, which you refer to throughout your evidence.  If you want to have it handy, I'm not going to go into any detail, Mr. LeBlanc, because I'm just trying to understand the process that was undertaken from the point where Enbridge said, "No, we're not going to move forward and we're not going to sign the precedent agreement," to the actual rethinking and decision to sign the precedent agreement.

MR. LeBLANC:  I have it.

MR. QUINN:  Okay.

MR. LeBLANC:  I think we went through it fairly -- in fair detail yesterday, so --


MR. QUINN:  Yes, and -- you did, and that's why I was appreciative of the comprehensive overview.  So I just -- I want to camp on a couple of elements of that, and simply put, at a high level, what would you say are the benefits that were derived from a renegotiation of that contract, from what contract you had the opportunity to sign versus the one you eventually did sign?

MR. LeBLANC:  I think they're sort of discussed starting at the bottom of page 3, and we talk about the various benefits of the renegotiation.  I mean, we withdrew from the first one because of uncertainty and because of the size of the contract and how it impacted our overall portfolio.

And so what we proceeded to do is to talk to the project and work through what could meet Enbridge's needs.  And so you can see -- I'll just very briefly touch on the points.

MR. QUINN:  In fairness, Mr. LeBlanc, in respect of the Board's time, I think you did a good job, and I probably should have -- I was leading you to the high level of, in that process was there a reduction in rate that Enbridge achieved as a result of that deferral in terms of signing?

MR. LeBLANC:  No, actually, I guess our rate -- well, a reduction in rate but for a different path.  So I would think it's a little bit more complicated than that.  The original project was for the full path, and there was a rate of 80-some -- I think it's 86 cents.  I'm not certain the exact number.  But the renegotiation was for a different path, but for the path that we did negotiate in the second agreement I don't think the rates were different except for in the original agreement we were an anchor shipper, and so we achieved a one-and-a-half cent discount on the greenfield portion.  In our new contract we are not an anchor shipper, so we did not receive that 1.5 cents.

So for the path that we finally settled on the rate actually went up one-and-a-half cents.

MR. QUINN:  Now, I understand that there was a requirement in the precedent agreement to the extent you did not sign the original precedent agreement, there was a need to continue to negotiate.  Do I have that correct?

MR. LeBLANC:  Yeah, there was a -- I believe it's section 9 of the agreement, which basically says if either party withdraws from this contract for whatever reason we will meet and work in due diligence for the next 30 days to attempt to find a revised contract that can meet the needs of both sides, so there's an obligation not to just walk away.  You have to try and make it work.

MR. QUINN:  But you -- at that juncture you had said no, thank you.  Is it -- would it be appropriate to say that NEXUS came back to you and said, "Okay.  What can we do to sweeten the offer?  What can we do to change the project such that you would reconsider?"

MR. LeBLANC:  Yeah, I think they wanted to know our reasons for withdrawing and whether there was any way to change our minds to keep us in the contract, because they felt we were important to the build.  And so, yes, we had those discussions.

MR. QUINN:  Okay.  My specific -- one of my questions in this area is what role did Union Gas play in that process?

MR. LeBLANC:  Very little.  We certainly informed them that we had withdrawn, and they were disappointed, because we were supporting the project together and -- but the discussions were really between us and the project.

MR. QUINN:  Well, this is the part I'm struggling with a little bit.  And respectfully, maybe what we should do is turn up the Sussex -- it was referred to in this response, but it's under SEC 2, was the Sussex report, the market report that --


MR. LeBLANC:  I have that, yes.

MR. QUINN:  -- my understanding is was part of your increasing comfort with the -- I don't want to put words in your mouth, but with the market area for supply at the source of -- at, sorry, the receipt point of the NEXUS pipe.  Is that correct?

MR. LeBLANC:  Yes.  We obviously hired the same consultant, and both were interested in the output from that consultant.  So, yeah, that report came from Sussex, and it was to assist us in better understanding the supply picture.

MR. QUINN:  But if I read the top and introduction, Sussex was retained by Union Gas and Enbridge.  My understanding is Union Gas did not have a concern with the contract.  In fact, it signed their precedent agreement.

Why was Union Gas now saying, "We've signed a precedent agreement.  Let's figure out what confidence we have in the supply"?

MR. LeBLANC:  Well, their precedent agreements also have the conditions precedent to continue to evaluate supply.  So while they signed the precedent agreement, they had similar conditions precedent to what we did, and they certainly were continuing along the path with us of better understanding the supply basin, supply picture.  We had maybe little bit different opinions at that time, but they were still learning about the basin and about the supply picture.

MR. QUINN:  So this looks like more of a collaboration towards understanding, as opposed to -- I asked initially about Union's involvement in your process of reconsideration.  It sounds like this was a joint continuing consideration.  Would that be an adequate characterization?

MR. LeBLANC:  Consideration of the project generally, yes, I guess so.

MR. QUINN:  So who initiated the idea of the repurposing of the Vector pipe to make the project more appealing to Enbridge?

MR. LeBLANC:  I did.

MR. QUINN:  Okay.  Thank you.  And in doing so you initiated the contact then with Vector?

MR. LeBLANC:  That's correct, and with the project.  I discussed our -- when we -- very early in negotiations I recall discussions with David Slater, who is one of the DT people on the project, about the value we saw in maintaining our Vector capacity and linking sort of the NEXUS project to that capacity rather than taking the whole path through NEXUS.

MR. QUINN:  Now, I understand your default position, your contingency position, in the event that you do not go forward with this NEXUS project then would be to continue to use that capacity from Chicago to supplement your gas supply plan?

MR. LeBLANC:  Certainly in the short-term and perhaps long-term, but, yeah, certainly it is -- it would be our, you know, our initial fall-back position would be to continue with Chicago supply.

MR. QUINN:  And based on your knowledge of the market in that area, Mr. LeBlanc, would you agree with me that Utica gas will also be available in Chicago in that time frame?

MR. LeBLANC:  I suspect that there will be Utica gas that gets back to Chicago.  I mean, I'm not familiar with all the pipes, but I know the REX pipeline has been reversed and is moving gas east to west, whereas it used to move gas west to east, and I think, you know, the connections will allow gas out of the Marcellus to get to Chicago, yes.

MR. QUINN:  That demonstrates to me you have a pretty good understanding, because I was going to reserve some of these questions for Sussex.  But if you can turn up your K1.1, just the map that's on page 3.  It was referred to earlier.  This is the overview presentation yourselves and Union did on Monday.

I'm just looking for the pipeline map to situate, if you can help us with where the REX pipe is and how the gas would -- has historically flowed, where it is going to flow, and how that would have an impact on Chicago.

MR. LeBLANC:  I think you'll see sort of in -- I guess as a reference point, you'll see in the bottom left-hand corner of the graphic on page 5 of, I guess, the Board's compendium is the one I'm looking at.

I'll maybe wait and let it get up on screen before I go on, just so everyone can follow along.  It's page 5 of the Board compendium.  I guess in colour it's even better.

So on the screen, you’ll see -- in the bottom left corner, you’ll the words REX east.  So what I understand of REX is historically the gas actually came from that -- started sort of in the western part of North America and moved gas east to Clarington, which I think we've already talked about earlier today.

So my understanding is at this time, even now the pipe has been reversed, and so there is gas moving from Clarington west.  And that pipeline obviously interconnects with other pipelines.  Just to give you a sense of where because Chicago is not on this map necessarily, but you'll see Joliet, which is sort of at the base of lake -- I am not sure which lake, sorry.

But anyway, Joliet is sort of where Chicago --


MS. SPOEL:  It's Lake Michigan.

MR. LeBLANC:  Lake Michigan, thanks.  So Joliet is approximately where Chicago is, so you can see how REX moves gas west and there are pipelines that interconnect with REX that could get gas to Chicago.

MR. QUINN:  Thank you.  You would confirm for me REX stands for Rockies Express?

MR. LeBLANC:  That's correct.

MR. QUINN:  So the pipeline was built to take gas essentially starting in the Rockies area, all the way through to Ohio to this point, Clarington.

But to summarize, at this juncture the pipeline is in the process of being reversed, and shippers are flowing from Clarington with Marcellus gas now and Utica gas pending, and possibly already in the pipe now, flowing the that gas from Clarington back towards the west, correct?

MR. LeBLANC:  That's my understanding.

MR. QUINN:  So there's a point on that map called Edgar -- we don't have to go through a lot of detail, but basically, there is a pipe that flows northwest to some degree to Joliet.  And that Joliet point is at the start of the Vector pipeline?

MR. LeBLANC:  Yes, that's true.

MR. QUINN:  So definitely the gas could essentially leave Clarington, but not necessarily get to Kensington, and there would be existing pipelines that would be able to bring the gas back through to Dawn and to Enbridge's storage point at Tecumseh?

MR. LeBLANC:  Yes, it's a built of a roundabout path which, I think, involves tolls on a number of pipelines.  But yes, it can, I believe, get to Chicago and then from Chicago, certainly it can flow on Vector to Dawn.

DR. QUINN:  And the market would work -- from your experience, Mr. LeBlanc, the market would work to arbitrage out so that the gas would seek the market where it gets the best net back to suppliers?

MR. LeBLANC:  Yes.

MR. QUINN:  Okay, thank you for the clarity.  I'm going to explore some of Mr. Stevens, but that was helpful because that was where I was going.

I think the last question last area of questions here, in this process to re-establish Enbridge's confidence in signing the Nexus agreement, was there any discussion between you and Spectra -- sorry, you and Nexus specifically about aggregating your load with Union’s to receive anchor shipper status?

MR. LeBLANC:  No.  The rules that they set out for how they were to conduct their open season and how they were to accept bids were quite clear that aggregation could only occur with entities that were affiliated.

MR. QUINN:  And we are -- to give Mr. Stevens a heads-up, we are going to explore this area with him.  But are you aware that those precedents or those rules are not cast in stone for all pipelines?

MR. LeBLANC:  Certainly different pipelines set out the rules for becoming an anchor shipper or foundation shipper in many different ways, based on volumes, time, a number of different ways, and there's no set rules.

MR. QUINN:  I think this question is best deferred to Mr. Stevens in other jurisdictions.  So I'll defer that with respect, Mr. LeBlanc; you don’t follow all other jurisdictions.  So I'm going to ask the last question then.

We've heard December 29th is the new date that you have received from Nexus as the date you need to sign the precedent agreement or not.  I understand your responsibilities to do your best efforts to achieve whatever approvals you need, whether it be from this Board or from your board, ahead of that date.

What's the contingency, in respect of Nexus, if you got to the month of January 2016 and either you have not received approval from this Board or from your board? Have you talked with Nexus about what the contingency plan is?

MR. LeBLANC:  I have not talked with Nexus about that Contingency.  But I do know that they are trying to meet a timeline to put a pipeline in service, and they want to tie up certainly the understanding of the full support of that pipe as soon as they can, because the longer time goes on, the more money that they've invested.

So they certainly have an interest of understanding what is the real and total support of the project as soon as possible.  I think that's why the October 1 deadline was set, and why sort of a limited extension period was provided for, just to give some flexibility.

But they certainly want to know sooner rather than later what our commitment ultimately is, and to clear the CP so they can move forward with the clear understanding of what support they have for the project.

MR. QUINN:  In that regard, I think I heard yesterday that your signing of the precedent agreement will not impact Nexus's ability to file any documents with FERC.

MR. LeBLANC:  Yes, I think what I said is they are proceeding to file.  So it's not going to stop them from filing.

I don’t know if it -- it may impact where they are, in terms of the project.  But certainly they're going to try to press forward with the FERC process, all in trying to get everything in place to be able to have that pipe built and in service for November 1 of '17.

MR. QUINN:  So they would proceed to file with FERC, whether you have signed the precedent agreement or not?

MR. LeBLANC:  The transportation services agreement, correct.

MR. QUINN:  Thank you for that clarification.  I think those are my questions; I think I'll leave it there.

But thank you very much.  Thank you to the panel for your responses.

MS. SPOEL:  Thank you, Mr. Quinn.  Is TransCanada the only party left intending to cross-examine this panel?
Cross-Examination by Ms. DeAbreu:


MS. DeABREU:  Good morning, Madam Chair, Panel Members Long and Duff, and good morning to the witness panel.

My name is Lisa DeAbreu, and I am representing TransCanada Pipelines.

As a follow-up to TransCanada's IR number 7, we have provided an aid to cross to the Board and to the witnesses, and we just have a few questions about that.  Do you have a copy of the presentation?

MR. LeBLANC:  I do.

MS. DeABREU:  And does the Panel Members?  I have copies here if anyone else would like, but --


MS. SPOEL:  Can you show us what it looks like?  It might be easier to find.

MR. MILLAR:  We'll bring you some copies.  We're not sure you have any, Madam Chair.

And I propose we mark that as well.  This would be Exhibit K3.1, which is TCPL's compendium.
EXHIBIT NO. K3.1:  Cross-examination compendium of TCPL for enbridge panel 1.

MS. SPOEL:  Thank you.  Yes, that would be great.  Thank you, Mr. Millar.

MS. DeABREU:  Mr. LeBlanc, could you just confirm the title and date of that presentation for me?

MR. LeBLANC:  It says "Marcellus and Utica shale access via TransCanada Pipelines and Tennessee Gas Pipeline, June 2013".

MS. DeABREU:  Thank you.  Did Enbridge have one or more meetings with TransCanada and Tennessee Gas Pipeline in 2013?

MR. LeBLANC:  One for sure, possibly more.  I'm not -- I don't recall for sure, but certainly one, yes.

MS. DeABREU:  Okay.  And were these meetings for the purpose of discussing the open seasons that were being conducted at that time by Tennessee Gas Pipeline and TransCanada to offer gas that was moving up from Utica to Marcellus, to Niagara Falls, and then through the TransCanada system?

MR. LeBLANC:  Yes, that's my recollection.

MS. DeABREU:  To the best of your recollection, is this the presentation that was used in one of those meetings?  I believe it was June 12th, 2013?

MR. LeBLANC:  I believe it is.  I have no reason not to believe otherwise, so I believe it is.  We could not find it.  I think that's what we mentioned in the response to the interrogatory, that we hadn't turned it up.  I think it was probably because we just had a physical copy and sometimes physical copies -- yeah, it does look like a presentation that I saw, for sure.

MS. DeABREU:  Okay.  Great.  And to the best of your recollection, could this be the same presentation that was used earlier that year?

MR. LeBLANC:  Earlier --


MS. DeABREU:  Earlier in 2013?

MR. LeBLANC:  Possibly --


MS. DeABREU:  I believe there was two meetings.

MR. LeBLANC:  I can't recall whether there was one meeting or two, but there very well could have been two meetings.  I do recall talking to -- I think -- I believe her name was Lorraine -- a couple of times, yes.

MS. DeABREU:  Okay.  That was it for that topic.  I just had one other thing I would like to explore, and it was based on the discussions from yesterday.  You had indicated to Mr. Quinn that Niagara is already built out and so therefore there isn't any more capacity available.  And I believe Mr. Shorts also stated that capacity at Niagara basically coming into Canada is now fully contracted.

Could you provide me with the basis of your understanding that there would be no more expansions of capacity on the TransCanada system from Niagara and Chippawa?

MR. LeBLANC:  I don't think we said there would be no more expansions.  I think we said there -- expansions -- as we understood them, the major expansions that could occur have been planned and have been contracted for, I think is what -- the way I would say it.

MS. DeABREU:  Okay.  So your understanding for how -- what is your understanding for how TransCanada increases capacity on its system in order to provide incremental transportation?

MR. LeBLANC:  I think -- and I'm not an engineer, but at a high level I think there's different ways they can -- you could increase compression on the pipe, you could build new pipe to provide more sort of raw pipeline capacity.  Those are two ways.  There's probably others that I'm not familiar with the details.

MS. DeABREU:  Thank you.  And how does TransCanada sell that capacity?

MR. LeBLANC:  Through an open-season process.

MS. DeABREU:  Okay.  And then we determine the facilities once we've taken requests.  Is that sort of your recollection of how we have done our open seasons in the past?

MR. LeBLANC:  Yes, so the open season will look to gauge the interest, and I'm sure you have initial ideas of what could be done, and you've refined that once you know the interest of the parties who bid into the open season.

MS. DeABREU:  And this is the same process that TransCanada would use for expansion of capacity out of Parkway, for example, leading to the markets downstream of Parkway?

MR. LeBLANC:  I believe so.

MS. DeABREU:  Are you aware of a national fuel open season that was announced recently to bring additional incremental supplies of about 180,000 dekatherms per day to Chippawa?

MR. LeBLANC:  Is that on the Empire pipeline, I believe?  Yes.  I am aware of it.  We are -- I believe the bids are due by tomorrow.  We are looking at it, so it is an opportunity, potentially, although it's a bit of a complicated one, but it is an opportunity to potentially bring more gas to the Chippawa point.  As I understand the options there, unfortunately, the way it's laid out is you must take capacity to both Chippawa and Hopewell, which is on the TTP200 line in order to bid -- in order to take the capacity.  You can't have one without the other, which does complicate it.  We've been looking at it, but it does complicate the process forms, because we have no need for gas to Hope -- for capacity to Hopewell, but certainly there is a new open season that's underway right now.

MS. DeABREU:  Okay.  And just one last question.  Are you aware that TransCanada and Union Gas will also be holding 2018 open seasons?  This should be coming out shortly.

MR. LeBLANC:  Yes, I understand they're coming soon.

MS. DeABREU:  Okay.  Thank you.  That was all my questions.  






MS. SPOEL:  Thank you.  I think we'll take a break now, because the panel may have some questions, and we would like to organize ourselves before we launch into them.  So we will come back at eleven o'clock.  Thank you.
--- Recess taken at 10:44 a.m.

--- On resuming at 11:02 a.m.
Questions by the Board:

MS. SPOEL:  Ms. Duff is going to start.

MS. DUFF:  I just want to go to the OEB filing guidelines, if we can turn that up.  I know it’s in a number of documents, and happens to be in Board Staff's compendium and perhaps we can bring that up?  It's attachment A.  And I believe it's also in --

MR. LeBLANC:  The version I have here says Attachment B.  I think it was pulled from Union's compendium from before.  I believe I have it.

MS. DUFF:  K1.3, tab 1.  Thank you to whoever is doing that.

MR. LeBLANC:  Is tab 1 the letter?

MS. DUFF:  Yes, the April 23, 2009, and attachment 1 is actually the filing guidelines.  We don't need to turn it up.  I just thought it would be helpful for you.

Basically, in part 2 of the filing guidelines, they're talking about the needs, the cost, and the benefits.  And in particular, when they're talking about needs, costs and benefits, is the words again security of supply and diversity of supply.  I want to spend time making sure I understand the benefits in that context.

So when I talk about -- when I think about security of supply, quite simply I think is there enough supply to meet demand.  Is there something else there that we should be considering?

MR. LeBLANC:  I think -- I think you may also want to consider the path of the supply.  So yes, is there enough supply to meet demand.  I think it's also important that you get -- and I think the Board talks about in the guidelines -- that diversity is a way to get security of supply.

So if you're not relying on one particular place, but you have a diverse portfolio, you increase your security of supply because you're exposing yourself to different suppliers, different pipelines, different hubs, et cetera.

MS. DUFF:  I appreciate the two concepts are overlapping.  But in terms of you as the V.P. of gas supply, are you concerned about not having enough supply to meet demand?

MR. LeBLANC:  No.  I would just mention that our gas supply planning is based on four principles of diversity, reliability, flexibility and reasonable cost, and we weigh all of those areas when determining how to best meet supply.

There's certainly gas there.  We feel that there's better ways to meet that demand than others.

MS. DUFF:  I would like the pie charts -- if we could turn to that for a moment.  I think I left mine in the conferring room, but the two pie charts which you had side by side, talking about what it looked like November 1, 2017, with and without excess.

So the left-hand side --

MR. LeBLANC:  That's in our Board compendium, page 22.

MS. DUFF:  Thank you.  I know I really should create my own compendium to make things easier for people.

On the left-hand side, that is absent Nexus, correct?  And I see a pie chart with one, two, three, four pieces.

MR. LeBLANC:  Correct.

MS. DUFF:  And I look to the right, and this is including Nexus, and I see a pie with five pieces.

MR. LeBLANC:  That's the case.

MS. DUFF:  And that one additional piece, the displacement of the Chicago for the Nexus, that is the diversity that is being sought through the pre-approval of this long-term contract?

MR. LeBLANC:  Yes, and I think, you know, you also need to any about where that pipe is coming from, and I think it's the diversity of a new supply basin that’s also what's being sought.

So yes, it's a new path; it’s new suppliers from a developing new basin.

MS. DUFF:  But the gas molecules aren't colour coded?

MR. LeBLANC:  That's absolutely the case.

MS. DUFF:  So this is -- just in a simple fashion, it's the one additional slice, and it is in your evidence that displacement of the Chicago for the Nexus?

Again, the overlapping of, and then where does the supply come from, and da-da, da-da.  But in terms of this pictorial representation, is that incorrect?

MR. LeBLANC:  So the pie is divided five instead of four, correct.

MS. DUFF:  Is there anything else you wanted to add to that?  I didn't mean to cut you off.

MR. LeBLANC:  No, I mean, this is a little -- very briefly, this is a little bit simplified in that, for instance, we only talk about sort of one step back, the WCSB.  But we buy from different parts of the WCSB and Chicago as well.

We sometimes reach even further back.  This is sort of the last leg of the supply to the basin.  But there is actually more diversity behind -- another layer behind these layers.

MS. DUFF:  I appreciate that.  Thank you.  Yesterday, in the cross-examination, there was one thing you said which -- if I can take you back.  We can turn up the transcript, but I'll remind you of the conversation you were having, and it was regarding the supply side.

So now you have these long-term contracts you have proposed, and now you're talking to suppliers and you're thinking ahead about negotiating with them.  Do you remember that conversation?

MR. LeBLANC:  Yes, I do.

MS. DUFF:  And the one thing that -- you said these folks don't want to sign for too long.  So in terms of -- as a result of this application, if you're approved, you'll have approval pre-approval for the contracts, but the actual supply terms don't match.

MR. LeBLANC:  Yes.  So when we got into this, we envisioned the possibility that we would need potentially supply contracts for the full 15 years.  That's not generally what folks we're talking to are looking for.

I don't think they're actually prepared to -- I mean, if we asked them to, I'm sure they would.  But they would rather give us supply contracts anything from a year to -- I think that in the non-binding open season we sent out, we said up to 50,000 a day from one supplier and up to five.

And that's sort of the two- to five-year kind of range is where they're more comfortable.  I just think that's because they -- you know, if they give you a 15-year contract, they're betting on where the market goes and they’re not necessarily willing to take the risk of betting on the full 15 years.

And that could be an advantage to both sides.  When we do purchase gas, we try to purchase it in different ways.  So we purchase it with what I would call medium term contracts, one-year contracts, one-month contracts.  So they're looking at their risk, too, and we try to diversify even amongst the terms of our supply to help us diversify risk.

But, no, the current discussions tend to be in the two to five-year type supply contracts.

MS. DUFF:  And what do you want for Enbridge?

MR. LeBLANC:  I think those are reasonable.  If I could -- I think a combination is what we want.  That's how we tend to buy.

So in my -- the best thing we could have would be a combination of varying terms, so that -- you know, I don't necessarily want to bet on fifteen years either.  What if it gets cheaper and even cheaper in terms of supply.

So I would like to see us have a combination of three to five-year contracts, some one-year contracts, some shorter contracts.  And what that does is gives you a balance of more longer term view of the market price, and more shorter term.

And that's how we've always bought gas, even in all the other jurisdictions that we buy gas.  We try to vary the term in order to -- because we can't hedge, we've been told we cannot hedge, it's a bit of a way of diversifying and gaining some of the benefits of hedging without actually hedging by having varying terms.

MS. DUFF:  And that security of supply is a security of supply at a lower price than what you're getting today. Is that part of the benefits?  Is that a benefit that you would state?  Security of supply and because of the diversity and because you can access cheaper sources of the actual gas?

MR. LeBLANC:  I would say competitive sources of gas, and we are -- if we contract on Nexus we'll certainly be back in the basin, and so we should get better prices than necessarily we would get at the hub.

But as we've seen, between the two landed cost analysis it may or may not be the cheapest gas in the long-term, but we think it's competitive and part of a diversified portfolio of supply that is beneficial for the ratepayers.

MS. DUFF:  And my final question was, at the end of that conversation, I think it was yesterday, you had said, though, if you did contract long-term for the supply you could see coming back to the Board for pre-approval of that.

So in addition to this application for a pre-approval of the long-term transportation contract, is it foreseeable that you would come back with a -- and based on approval you would come back for pre-approval of a supply contract?

MR. LeBLANC:  If I was to receive an offer of supply that I thought was the best deal for ratepayers and it was for a substantial term and a substantial amount, I mean, the criteria -- the pre-approval guidelines do discuss supply as well.  So if I were to get a deal that I believe is in the best interests of ratepayers, then I would consider coming back to the Board.

What we're seeing right now, I don't expect that to be the case.  But if I did get a deal that I thought was warranted I would consider coming back to the Board.

MS. DUFF:   That's a good answer.  Thank you.  I mean in terms of, you anticipated my next question.  That's it.

MS. LONG:  Thank you.  I just have one question.  And if you could turn to OEB Staff compendium K2.3, tab 9, which is a memo to Enbridge Gas Distribution Board of Directors outlining the proposed NEXUS transportation contract.  And I would like you to turn to page 3, which is page 44 of the compendium, down where it discusses regulatory risk, and the memo states:

"There is a risk that the 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."

Then it states that EGD will -- intends to file an application.  But I'm interested in the last sentence, which says:

"EGD will have no liability for NEXUS pre-service costs, projected to be up to $10 million U.S. by the time of an OEB decision provided that EGD proceeds with due diligence to seek such approval."

And I'm interested in understanding what those pre-service costs are or would be and how and from whom they are going to be recovered.

MR. LeBLANC:  So one of the benefits of the contract that we negotiated with NEXUS is that until we clear all of our conditions precedent, you know, if we clear them all, then we're on the hook for the project.  But until we clear them all, any costs that they're -- so the costs that you're referring to is the costs that they're spending to develop the project, the planning, all the regulatory work that they're doing, those types of costs.  So they're accumulating costs right now.  They've spent whatever number of dollars on that.  But the way our contract is set up -- and, you know, I asked for that specifically to protect ratepayers and the shareholder -- is I don't want to be on the hook for those costs until I'm committed to the project.  And they agreed that we would not be on the hook for any pre-service costs on termination, assuming we fulfilled our obligations.  And the obligations I think are laid out in section 2 of the agreement.  And one of them is to seek government authorization, so approval from the Board.  So --


MS. LONG:  You were not expecting to incur any pre-service costs that you would then be passing on to ratepayers on behalf of EGD, your costs in participating in this negotiation process?

MR. LeBLANC:  So we've obviously incurred some costs as part of this process, and those costs fall within the envelope of a 1M cost that --


MS. LONG:  In your custom application?

MR. LeBLANC:  Yeah, so there is no additional costs that we would be seeking recovery of.

MS. LONG:  Thank you.

MS. SPOEL:  I have a completely unrelated question, and that arises -- and it's just trying to put some of the maps into context.

In the TransCanada document, Exhibit K3.1, on page -- well, there is a number of maps, but on page 11 there's a map showing various pipelines in the -- they call the eastern tri -- Canadian mainline eastern triangle.  And I'm looking at the ones that appear to be in, I guess New York State and Pennsylvania.  And I'm just trying to relate those to the lines that are on the map that was in your presentation you had up earlier.

You've chosen NEXUS and Rover pipelines.  And there's a number of different pipeline companies identified on this map.  There's Empire and Stagecoach and Millennia or Millennium or whatever it is.  I don't know.  But nowhere does it identify any of the Tennessee Gas Pipeline Company pipes by name.  And I'm just wondering if the green line -- pale green line on your document that goes south from -- sort of from Chippawa down sort of generally towards Kensington, is that part of -- is that the sort of darker brown line that's shown on this map that we have up on the screen right now on the TransCanada page, sort of a darker green pipeline that goes from Wright in the east through Chippawa and then sort of southwest from Chippawa?  Is that that green line that's shown on your map that's not identified?

MR. LeBLANC:  I believe they are the same, yes.  So, yes, the sort of the light green line in our presentation, sort of northeast of Kensington, those two lines?

MS. SPOEL:  Yes.

MR. LeBLANC:  Those are the same as that -- those two pipes start sort of at the lower left area, and it is the brown line on the others.  Yes, they are the same pipelines.

MS. SPOEL:  Okay.  Thank you.  Not sure anything turns on it.  But --


MR. LeBLANC:  No, no problem.

MS. SPOEL:  -- trying to match things up.

MR. LeBLANC:  Yes, so the -- just, I guess, a little bit more.  The map from TransCanada is -- most of that is, yeah, up in the sort of the right -- the top right corner of the map that was in our presentation.

MS. SPOEL:  Right.  No, I understand that.  But it's  -- your presentation shows more of the stuff that's south of the Great Lakes, where this is more east.  So it's one corner of it, but I just wasn't -- because they weren't identified by name, I wasn't sure which ones were the Tennessee Gas lines.

I think that's it.  I don't think I have any other questions.  Thank you.

MR. D. STEVENS:  Excuse me, sorry, Madam Chair.

MS. SPOEL:  Yes, you --


MR. D. STEVENS:  I had one question in redirect, if I may.

MS. SPOEL:  Re-examination, yes, absolutely.  We weren't going to cut you off.
Re-Examination by Mr. D. Stevens:

MR. D. STEVENS:  Thank you.  Panel, this morning you will recall that Mr. Brett asked a number of questions, and I think his thesis was that the reference to the NEXUS pipeline accessing the Utica basin is a new concept that's only arisen in the context of this oral hearing.  Do you remember that?

MR. LeBLANC:  I do recall that.

MR. D. STEVENS:  And I wanted to complete the record on that.  And I would ask you to turn to page 33 of Enbridge's pre-filed evidence, so that's Exhibit A, tab 3, Schedule 1, page 33.

MR. LeBLANC:  I have that page.

MR. D. STEVENS:  And just to complete the record on this, I was hoping that you could read paragraph 85, because I think it's responsive to what we were talking about earlier.

MR. LeBLANC:  The addition of NEXUS to Enbridge's gas supply portfolio will increase the supply being procured from the Appalachian basin to approximately 26 percent of the total portfolio over the term of the NEXUS contract.  NEXUS provides the additional benefit of diversifying the access that Enbridge has to the Appalachian basin from both a supply and transcription path perspective.  The Nexus supplies will be predominantly procured from the Utica basin, will contribute 37 percent of the total Appalachian basin supply and will be transported to the Dawn Hub via Nexus and Vector.  The remaining 63 percent will be procured at Niagara and likely produced in the Marcellus basin.

MR. D. STEVENS:  Thanks very much.  That's the extent of our questioning.

MS. SPOEL:  Thank you, panel.  That was helpful.  Mr. Keizer or Mr. Stevens, which one of you is dealing with the next specific --

MR. D. STEVENS:  I will be introducing Mr. Stevens, since we share a name.

MS. SPOEL:  Just so the transcript is pleasantly confusing.

MR. D. STEVENS:  Yes.

MS. SPOEL:  I think one is a PH and one is a V.

MR. D. STEVENS:  That's right.

MS. SPOEL:  If you could come forward, Mr. Stephens.  Good morning.

MR. D. STEVENS:  The next witness is Jim Stephens of Sussex Economic Advisors.

I will be introducing Mr. Stephens, but he is presented jointly by Enbridge and Union, as both utilities have jointly asked Mr. Stephens to prepare the report which is found in the evidence.

So I will proceed to introduce him more formally, but perhaps it makes sense to have him affirmed first.
ENBRIDGE GAS DISTRIBUTION INC. - PANEL 2


Jim Stephens, Affirmed


MR. D. STEVENS:  We propose to tender Mr. Stephens as an expert in the area of gas supply procurement and energy market analysis, and I would be happy to walk through his qualifications with him.

But I would advise that I've spoken with my friends in the room who are asking questions, and nobody takes issue with his qualifications.  So I am in your hands as to how in-depth you would like me to pursue that.

MS. SPOEL:  I think -- if no one is taking any issue, I think you can do a pretty high level summary, a high level overview, and we will make a determination, if no one else has any objections.

MR. D. STEVENS:  Terrific, thank you.  Mr. Stephens, I understand that your background and qualifications are set out in your CV, and your CV has been filed in this case; is that correct?

MR. J. STEPHENS:  That's correct.

MR. D. STEVENS:  And that can be found at Exhibit E, tab 4, schedule 2 of Enbridge's filing?

MR. J. STEPHENS:  That is correct.

MR. D. STEVENS:  Can I ask you to turn that up, please?

Perhaps while we're waiting for it to come up on the screen, we can jump in.  I understand that you have a bachelor's degree in management, and an MBA with a concentration in operations management.

MR. J. STEPHENS:  I do.

MR. D. STEVENS:  And that prior to being a consultant, you worked in the energy industry for Boston Gas Company and Colonial Gas Company?

MR. J. STEPHENS:  I did.

MR. D. STEVENS:  And in those roles, you worked in gas and supply and transportation analysis.

MR. J. STEPHENS:  Among others.

MR. D. STEVENS:  You were manager and director gas supply for Colonial Gas Company?

MR. J. STEPHENS:  I was.

MR. D. STEVENS:  And since that time -- which, as I recall, we can see at page 4 of your CV -- since that time in the 1990s, you've worked for approximately twenty years as a consultant?

MR. J. STEPHENS:  For most of that time, I have, Mr. Stevens.  For three years, I was also president of a retail energy marketing firm.

MR. D. STEVENS:   Thank you.  And as a consultant, you've worked for Navigant, Concentric, and Sussex?

MR. J. STEPHENS:  In me consulting, that's correct.

MR. D. STEVENS:  In your CV, you talk about the work you've done in the areas of energy market assessment and energy procurement.  Could you briefly summarize your experience in each of those two areas?

MR. J. STEPHENS:  In terms of energy market assessments, I've worked on a variety of projects regarding the impact of natural gas infrastructure to both LDCs, end users, and also to power generators.

I've done market assessments for the Canadian Market, for the mid-Atlantic market, and for the New England market, among others.  I've also done some work on the Alaskan market on energy market assessment.

In terms of natural gas supply portfolio management, I've consulted for numerous LDCs regarding natural gas supply planning, procurement management.  I've worked for LDCs both in Canada and the US on these issues.

MR. D. STEVENS:  And you've appeared before energy regulatory bodies in the United States and Canada?

MR. J. STEPHENS:  I have.  I've appeared before regulatory bodies in Ontario, Quebec, Massachusetts, Maine, and at the Federal Energy Regulatory Commission in the US.

MR. D. STEVENS:  Have you been accepted as an expert in any of those forums?

MR. J. STEPHENS:  In all the forums.

MR. D. STEVENS:  Thank you.  Madam Chair, I propose to -- or I ask to tender Mr. Stephens as an expert in the areas of gas supply procurement and energy market analysis.

MS. SPOEL:  We will accept him on that basis.

MR. D. STEVENS:  Thank you.

Mr. Stephens, turning to your evidence, I note that it's been filed by both Enbridge and Union.  I'm going to refer to the Enbridge filing, and there it's found at Exhibit A, tab 3, schedule two.

MR. J. STEPHENS:  I have it.

MR. D. STEVENS:  Can you confirm this report was prepared by you, or under your direction?

MR. J. STEPHENS:  It was.

MR. D. STEVENS:  And is it accurate and complete, to the best of your knowledge?

MR. J. STEPHENS:  It is, but I have one minor edit, if I could.

MR. D. STEVENS:  Okay.

MR. J. STEPHENS:  It's on Table II of the report, which is on page 9 of 65.  The right most column is in thousands of dollars, and it is actually in millions of dollars.  So there was a unit issue; it should have been in millions of dollars, not thousands of dollars.

That is the one correction to my evidence.

MR. D. STEVENS:  Thank you.  With that correction, do you adopt this report for the purposes of your testimony in this case?

MR. J. STEPHENS:  I do.

MR. D. STEVENS:  Thank you.  Madam Chair, I don't have any further direct examination.

MS. SPOEL:  Thank you.  Mr. Millar, is Board Staff proceeding?

MR. MILLAR:  Madam Chair, I'm first on the list.  We will be very brief, but I'm happy to just get it over with, if that would assist the Board.
Cross-Examination by Mr. Millar:


Good morning, Mr. Stephens.  My name is Michael Millar.  I'm counsel for Board Staff, and I just have a couple of questions for you.

Madam Chair, we circulated a short compendium to the parties, which I believe you have before you.  And it is just two interrogatories from this proceeding.  And with your permission I would like to mark that as Exhibit K3.2.

MS. SPOEL:  Yes, that will be fine.
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MR. MILLAR:  And the Panel has copies, I believe?  And Mr. Stephens, you have a copy of this document as well?

MR. J. STEPHENS:  I do, thank you.

MR. MILLAR:  And you'll see it is simply a reproduction of two of the interrogatories in this proceeding, LPMA 8 and APPrO 5, and unless I'm mistaken, it was you or these people under your supervision who prepared these responses?

MR. J. STEPHENS:  That's correct.

MR. MILLAR:  Okay.  Let's start at tab 1, which is LPMA 8, and there was a question about liquidity at Dawn, and if we look at your response at the beginning, it states:

"In aggregate NEXUS will enhance the liquidity at the Dawn Hub."

And it goes on, and then there are four bullet points, I guess, of analysis that supports that conclusion; is that correct?

MR. J. STEPHENS:  It is.

MR. MILLAR:  And if you could turn with me to the next interrogatory, APPrO 5, you'll see on the first page of that, which is page 5 of the compendium, there is a question B, B3, which states:

"Please provide a quantitative estimate of the level of current liquidity at Dawn and an estimate of the liquidity after the NEXUS pipeline has been completed.  Please show how these were derived."

And if you'll skip to the answer, which is on the final page of the compendium at page 9, it actually starts on page 8, but the quote I'm going to take you on is page 9.  You'll see the paragraph close to the top states:

"With respect to a forecast estimate of liquidity once the NEXUS project is in service, Sussex has not developed such an analysis."

And I'm wondering if you can help me.  I'm not sure it's a disconnect or not, but can you help me reconcile the answer that was given to LPMA about increased liquidity with this response to APPrO that states you haven't developed an analysis, at least in response to their question?

MR. J. STEPHENS:  So when it comes to the increased liquidity, my answer was focused on my qualitative assessment and judgment, what would happen to the index and liquidity of the index once the new pipeline was put in service.

MR. MILLAR:  So it's fair to say that -- don't let me put words into your mouth, but if I heard your response is you're able to speak directionally to liquidity on the basis that there's a new pipe -- there would be a new pipeline coming in, but you haven't done any quantitative analysis.  You couldn't give us numbers, for lack of a better term.

MR. J. STEPHENS:  For future liquidity; that's correct.
MR. MILLAR:  Okay.  Those are my questions.  Thank you.
MS. SPOEL:  Thank you, Mr. Millar.

My list here.  Mr. Quinn, are you going next?

MR. QUINN:  Yes, I'm prepared to go, Madam Chair.  Thank you.

MS. SPOEL:  Thank you.
Cross-Examination by Mr. Quinn:

MR. QUINN:  Good morning, Mr. Stephens.

MR. J. STEPHENS:  Good morning.

MR. QUINN:  Appreciate you coming up to the warm north that we have here.

I think I'm just going to change the order of what -- the questions I was going to ask, because I'm going to carry on forward from where Mr. Millar left off.

I respect that you haven't quantified the impact on liquidity, but you had a discussion, and it's part of the technical conference transcript, which I don't think you need to turn up, but do you recall the discussion you had with Mr. Wolnik reconciling the incremental gas that would arrive at Dawn as a result of the combination of Rover and NEXUS?

MR. J. STEPHENS:  I do.

MR. QUINN:  And do you recall that net net -- and as part of an APPrO interrogatory that it's approximately .3 BCF of incremental gas supply that arrives at Dawn as a result of -- if the two projects were to proceed?

MR. J. STEPHENS:  That was my understanding.

MR. QUINN:  Okay.  Thank you, sir.  I just want to make sure we have proper context.

Now, of that -- and again, we're stuck in between dekatherms and GJs, and here in the north we're bilingual and sometimes we can do both units, but using .3 as a basis for a number and not converting back and forth, the combined contracts that the utilities are seeking pre-approval would be approximately .26 in aggregate, BCF?

MR. J. STEPHENS:  That's correct.

MR. QUINN:  Okay.  So what we have net net is a potential of .3 BCF arriving at Dawn, of which .26 is for the utilities.

Would you agree with me that the utility's gas arriving at Dawn is not arriving at Dawn for resale to the market at large at Dawn?

MR. J. STEPHENS:  So the contract if approved and signed, Mr. Quinn, will be part of their overall portfolio, and it would be dispatched as a utility would dispatch the natural gas supply to meet the daily requirements, so would it be dispatched for the customers when they needed it?  Yes, it would be.

MR. QUINN:  But it would not be available to the market for resale at Dawn?

MR. J. STEPHENS:  So if the portfolio is such that if they're not dispatching the gas on a particular day, Mr. Quinn, they could utilize the capacity release mechanism on the contract release that to replacement shipper, who then could take that gas to Dawn if they so choose.

MR. QUINN:  But, sir, wouldn't that not create the risk of UDC for ratepayers?

MR. J. STEPHENS:  No, because the contract has a long-term firm rate in it, so it's not subject to an annual adjustment.

DR. QUINN:  No, it's not subject to annual adjustments, sir, but said differently, ratepayers would be paying the demand charge each and every day, correct?

MR. J. STEPHENS:  Yes, they would.

MR. QUINN:  And to the extent that the utility didn't have -- to carry through on your scenario, didn't have a purpose for that gas either for sale to their customers or to store, you're saying they could release that capacity into the market?

MR. J. STEPHENS:  So Mr. Quinn, on any particular day, on any particular month, you'll have certain weather conditions, certain load conditions, that may require the portfolio to be dispatched in a certain manner, and if a certain contract is not needed for that particular dispatch order, then the utility would optimize that by releasing that to third parties in the marketplace.

MR. QUINN:  And again, I'm following your scenario, sir, because it's gone in a little bit of a different direction than I was going to go, but circumstances the utility would not need the gas would likely be their storage is full and there was not sufficient heating degree days, like a day like today, for the consumption of their customers to dictate a need.  Is that -- is today a typical scenario of that -- where that could occur?

MR. J. STEPHENS:  It could be a scenario where the temperature is low and there's a certain dispatch requirement because of that.

MR. QUINN:  Right.  So now people in general in the market, while utilities serve all customers, but have a high heat-sensitive component to it, most customers -- most shippers and marketers in the market would not also have needs for their general heat-sensitive customers on these types of days.  That would be correct?

MR. J. STEPHENS:  So there are loads that move in the same way, Mr. Quinn.  There are some loads that may not move in the same way that may have an opportunity for that gas.

MR. QUINN:  Okay.  Fair enough.  But in general, this would be a lower-consumption day than a day in the middle of January.

MR. J. STEPHENS:  That's correct.

DR. QUINN:  Okay.  So in your view, in your experience, based upon basis differentials in markets, would the utility be able to recover the full cost -- the demand cost of that contract if they released it to the market in a day such as today?

MR. J. STEPHENS:  It depends on who they release it to.  When you look at the -- you look at -- you're talking about the NEXUS pipeline, Mr. Quinn.  It's a segmented opportunity, so you release that pipe like a pass to a power generator within path who may have requirement to use that gas in Ohio.  So you may have an opportunity to recoup some of the demand dollars in terms of the process.

MR. QUINN:  And I heard the word "some" of the demand dollars.  Generally speaking probably not likely all?

MR. J. STEPHENS:  It depends.  I mean, I think that it depends on the transaction, it depends on the customer, depends on market conditions.

MR. QUINN:  Okay.  I'm going to take it a step further then, because you mentioned power generators, which may have a different profile, but today is not a cooling day and today is not an extensive heating day, so to the extent power generators are not dispatching near their peaks, and being that natural gas is generally that they swing volumes, there is not expected to be a great market for that gas on a day like today?

MR. J. STEPHENS:  I think it would depend on the conditions on the electricity side, Mr. Quinn, if there's a sort of dispatch requirement and -- I'm not trying to argue.  I'm just saying there are market conditions where a power generator may run out of order if there's a maintenance issue or there's an outage issue, the gas supply may be required.

MR. QUINN:  Okay.  Those are anomalous circumstances when generators are out for maintenance and such.

MR. J. STEPHENS:  Planned -- the planned maintenance is an issue that has to happen on an ongoing basis.

MR. QUINN:  It's cyclical, but it's not the order of the day.

MR. J. STEPHENS:  Okay.

MR. QUINN:  Correct?

MR. J. STEPHENS:  I would take that, yeah.

MR. QUINN:  Okay.  So if you accept my establishment of your scenario that this is a low consumption day for natural gas in general, the utilities are unlikely to recover the full cost of that demand charge, correct?

MR. J. STEPHENS:  Well, what the utilities are doing, Mr. Quinn, is dispatch their portfolio in a least cost order, and all those portfolio costs would be recovered from the customers because they've already been incurred and approved.

MR. QUINN:  Okay.  And so the customer would bear -- if there was a difference between demand charge and what was recovered the ratepayers would be responsible for that residual decrease.

MR. J. STEPHENS:  The customers are responsible for all the costs in the portfolio, Mr. Quinn.  Whether the resource is being dispatched or not, the customers are responsible for paying the costs of the portfolio.


MR. QUINN:  Okay.  I know you're not completely familiar with this jurisdiction, in terms of recovery of gas cost for utilities.


But my specific question is the probability of recouping all of those demand charges.  And low consumption day like today, like the scenario we started with, would you agree with me that there is not a high probability that they would recover their full demand charge?

MR. J. STEPHENS:  So if the question is on a particular day, would the utility recover the unit cost of all the capacity?  Probably not.

MR. QUINN:  Thank you.  That's just what I'm trying to get to.

So going back to the issue of liquidity specifically, this gas, as you say, could be dispatched in some way, shape, or form.  But to the extent that the utilities do have storage capacity, they would likely choose to store the gas and not release or dispatch it into the market?

MR. J. STEPHENS:  Given where this gas may fall in the dispatch order, and looking at the Dominion Southpoint pricing structure, it is probably the lowest cost gas supply right now.  It probably would be base loaded in their portfolio.


MR. QUINN:  So to the extent we follow that scenario and it's base loaded, we have .26 BCF of utility supply amongst the .3 BCF of total incremental supply to Dawn.


Would you agree with me that that leaves a very small increment of increased gas for retail market transactions?

MR. J. STEPHENS:  My recollection, Mr. Quinn, is that the Union capacity would not flow on Vector.  It would flow on DT to Willow, so they're not part of that .3 in your scenario.

So I think that the .3 is composed of the gas coming from Enbridge and other suppliers, in terms of Vector.  But I believe that the Union Gas is not moving on Vector; it's moving through Willow Run into DT to St. Clair.


MR. QUINN:  We may have a different context, sir, and I didn't ask to bring it up, and I don't have it in my compendium.


But if we could bring up APPrO -- sorry, it’s in the Union proceeding.   APPrO 2 was it?

I'm sorry, I didn't want to do this in detail.  I wanted to do more philosophically, and I don't expect you have a crystal ball on how the market is going to go.


But we have numbers on the record, and I'm going to stick with the numbers on the record as opposed to potentially unraveling what has been established.


MR. J. STEPHENS:  I’m not attempting to unravel. I apologize if --


MR. QUINN:  No, there was a risk of me doing that by trying to go over points that have been made so far in this proceeding.

So suffice it to say a portion, a good portion of .3 has been spoken for, in terms of utility supply?


MR. J. STEPHENS:  What I think about the capacity, Mr. Quinn, is that the Rover and Nexus projects will hit Vector, I believe in Milford.  And by the increase of that capacity at the Vector system at Milford, it creates additional capacity on the Vector system that requires facilities at the Dawn yard, which I think Mr. Isherwood spoke about.

Those additional facilities would support another .3 BCF of supply into Dawn, into the Dawn Hub.

MR. QUINN:  I think I'll leave it at that point, sir, and move on into another area.  That's been most helpful.

You're in the room, sir, and I realize you may not have been able to view the screen.  But do you recall a conversation I had this morning with Mr. LeBlanc about gas flow on the REX pipeline?


MR. J. STEPHENS:  I do.


MR. QUINN:  And to be clear, Mr. LeBlanc walked us through the opportunity of gas that could be sourced in the Utica, but basically Clarington gas flowing west on REX, and the potential of that gas to go north to Joliet.

Thank you for bringing up the map.  I was looking at the map in front of me, thank you.

You're familiar with that discussion we had?


MR. J. STEPHENS:  I am, Mr. Quinn.


MR. QUINN:  Maybe you can help all of us, because I wasn’t able to find it.  But the pipeline from Edgar to Joliet that flows north directly from REX to Joliet, do you know what in a pipeline is?


MR. J. STEPHENS:  I do not.

MR. QUINN:  Suffice to say, sir, you're familiar as you are with these market jurisdictions that the reverse of flow on REX is a pretty significant impact to the market, aligned with the game changer that we’ve talked about in terms of Marcellus and Utica for North American markets?


MR. J. STEPHENS:  Yes, I think the development of Marcellus and Utica enabled the REX project flow, east to west.


MR. QUINN:  Right.  And that’s not what it was built for.  The original purpose was to flow west to east?


MR. J. STEPHENS:  That's correct, Mr. Quinn.


MR. QUINN:  Now, Chicago is in an interesting –- Joliet, the point at the map, that’s the Chicago area as defined by our Enbridge panel -- they're in an interesting position in that they have a multitude of pipes coming into their market, including the Alliance pipeline which brought gas originally from the WCSB into Chicago?


MR. J. STEPHENS:  That's correct.

MR. QUINN:  With what we've heard with the two utilities here in Ontario decontracting Alliance, is it your understanding that Alliance is not fully subscribed at this point?

MR. J. STEPHENS:  I don't believe it is, Mr. Quinn, but I am going to have to check that.

MR. QUINN:  Okay.  Let's -- I'm trying to take us up to the high level again.

We have a number of pipes that -- one pipe being Alliance into Joliet, as we've just spoke of.  There is a pipe that goes from Edgar to Joliet, which is carrying gas and was going west to east, and now it’s going east to west.

What would you -- based on your experience, what would you expect to happen to the basis in Chicago?  And maybe first off I'll ask, have you studied this phenomena?


MR. J. STEPHENS:  In terms of the gas moving east to west, Mr. Quinn?

MR. QUINN:  In terms of what the impact on the basis will be in Chicago as a result of these changes in the North American market.


MR. J. STEPHENS:  No I have not studied that issue specifically.


MR. QUINN:  Not specifically, but if you had a confluence of pipes, one of which -- it may be speculative, but let's take it for the point of my question that Alliance may not be fully subscribed, and now you have additional capacity that could be available flowing from Marcellus to Utica that is now pushing itself to the west.  It's looking for a market; would you agree?


MR. J. STEPHENS:  Yes, it is looking for a market.


MR. QUINN:  And it has an access to the Chicago market which, amongst other parties, the two utilities here have purchased in Chicago in the past, correct?


MR. J. STEPHENS:  The one thing I don't know, Mr. Quinn, is the capacity on the two lines that are moving sort of north to south in your example from REX to Joliet, whether or not they're fully subscribed or have capacity or not.

Under your assumption, there is available capacity to move Marcellus gas, or to get the gas there.  It could be moved to the Joliet Hub.

MR. QUINN:  You said north to south, and it's a reasonable approach.  But it is possible the gas could be goes south to north.  If the pipeline subscribed north to south, in fact its own reversal could take it south to north.


MR. J. STEPHENS:  That's correct.


MR. QUINN:  Confluence of pipes, not necessarily all fully subscribe; if that were the scenario, what would happen to the basis in Chicago?


MR. J. STEPHENS:  It probably would depend on the cost of the capacity that the shipper would incur to move that gas from Clarington to Edgar to Joliet.  So it incurred a cost structure to move that gas there, and that cost structure influenced the way they price the gas at Joliet.


MR. QUINN:  That’s only in the past, sir.  They could get gas -- still get gas from the WCSB on Alliance to the extent that a shipper has discounted capacity on Alliance. Is that not correct?


MR. J. STEPHENS:  The gas supply at Joliet could be made up from gas supply from Alliance, gas supply from Marcellus and Utica, that's correct.


MR. QUINN:  I'm not tying this to what’s the cost of gas from Clarington to Chicago.  I'm asking what the market basis impact would be in Chicago with the confluence of pipes at Chicago, some or -- not all, but some of which are not fully subscribed.  What would you expect to happen to the basis?


MR. J. STEPHENS:  Can you please give me the two points you’re talking about?  Usually when I think about basis, Mr. Quinn, it’s the basis between point A and point B.


MR. QUINN:  Simply point, Joliet relative to Henry Hub; where the basis was three years ago, where the basis would go to in 2017, so five years hence, what is on the basis of the market restructuring we're seeing here?

MR. J. STEPHENS:  If you have more supply coming from the east to west, it's going to go to Joliet.  And depending on supply situation, not a Henry Hub, Mr. Quinn, you may see then a compression of the basis between Joliet and Henry Hub in your example, all else being equal.


MR. QUINN:  Compression being there’s a reduced cost differential between Chicago and Henry Hub?


MR. SEPHENS:  In your example, there is more supply coming into Chicago.  All else being equal, then you would have a downward pressure on basis.


MR. QUINN:  I'm asking you to focus on that, sir, because the gas that could come from Rover or Nexus could go east or west, depending on where it finds market, correct?

MR. J. STEPHENS:  On Vector?

MR. QUINN:  Yes.


MR. J. STEPHENS:  If the gas arrives Milford, it may be able to go south to Chicago or north to Dawn?  Is that your --

MR. QUINN:  Okay.


MR. J. STEPHENS:  I'm sorry, I'll wait for you to clarify.


MR. QUINN:  I'm sorry, yes, it was east and west; I was talking of going north and south.  But I want to make sure the context is correct.  Gas that flows on Rover or NEXUS that hits Vector could flow to Dawn or could flow to Chicago to find market, correct?

MR. J. STEPHENS:  Absent it being contracted by a sort of load, I think that's correct, Mr. Quinn.

MR. QUINN:  Okay.  So it's not contracted -- those uncommitted volumes could go east or west?

MR. J. STEPHENS:  That's correct.

MR. QUINN:  So if there is a downward pressure on the market in Chicago, would that not tend to put a cap on the basis at Dawn?

MR. J. STEPHENS:  So I think it's one of the influences on the base of Dawn is the Chicago price, just as one of the influences of the base of Dawn would be the Dominion South Point price if this project was constructed -- if Rover was constructed, so the price formation at Dawn is comprised of several different pricing inputs, but Chicago would be one of them, Mr. Quinn.

MR. QUINN:  Okay.  I realize I could get too technical in this matter, sir, but I guess the bottom line here is there is a lot of gas seeking market, and reversals of pipelines are part of that.  Would you agree?

MR. J. STEPHENS:  Yes, we've seen a lot of pipe construction that's been reversed in order to provide Marcellus-Utica gas either to Henry Hub, if you talked about, or the different markets.

MR. QUINN:  And that generally speaking is a benefit to customers if the market works and the gas finds its market, but the market will arbitrage out any kind of significant differentials if the market is working?

MR. J. STEPHENS:  I think all being equal there may be situations, Mr. Quinn, where there is a certain supply level that requires some additional infrastructure to be built in order to get that supply out, but over time the market will try to arbitrage; that's correct -- work out the arbitrage.

MR. QUINN:  Okay.  I think I'll move on from that, and if we got too technical I apologize.  I just want to try and make sure we understood.

MS. SPOEL:  Mr. Quinn, just before you go on, can you just remind us, where is Henry Hub?  Is it in Texas?

MR. QUINN:  Henry Hub is actually in Louisiana.  It's -- sorry.  I'm going to ask the witness for confirmation, taking your lead from before.

Henry Hub, sir, is in Louisiana?

MR. J. STEPHENS:  That's correct.  Louisiana.

MR. QUINN:  And when we refer to Henry Hub would you agree with me that the New York Mercantile Exchange uses the Henry Hub as the North American reference price historically?

MR. J. STEPHENS:  It has.

MR. QUINN:  Okay.  And so when we're talking about Henry Hub all bases are established based upon their relative price to Henry Hub.

MR. J. STEPHENS:  That is the typical process.

MR. QUINN:  Okay.

MR. J. STEPHENS:  It may change over time, but that's the typical process.

MR. QUINN:  Thank --


MS. SPOEL:  Thank you.  That's helpful.

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

I'm going to move on to a different area if I may, and that's, I understand from your CV and some of your experience, sir, with -- geographically, anyway, you have significant familiarity with the northeast market, northeast United States market?

MR. J. STEPHENS:  I do.

DR. QUINN:  Okay.  And I've asked this question of each of the panel, so you're -- and in fact you were in the room this morning as I was talking about the consortium -- the potential for consortiums of LDCs to achieve anchor shipper status, and I offered you a copy of my compendium this morning as I was trying to find a secondary market for these extra copies, but do you have my compendium available to you?  And I apologize, the numbers are not clear because of the redacted portions across -- the last two pages of the compendium are pages 23 and 24.  And you would be familiar with the Department of Utilities for the Commonwealth of Massachusetts?

MR. J. STEPHENS:  I am.

MR. QUINN:  And this is a process with one of the, I will say, simply put, as I understand it, a shipper on the northeast direct project?

MR. J. STEPHENS:  If I could just provide a little bit of context --


MR. QUINN:  This would be helpful, sir, because that's what I was trying to make sure was created for the benefit of the Board Panel.  Thank you.

MR. J. STEPHENS:  So this is, I believe, Berkshire Gas Company that has provided -- first of all, thank you for providing the compendium.  That was helpful to have it ahead of time.  But the Berkshire Gas Company is a -- they signed a precedent agreement to become a shipper on the Tennessee NED market path project.

MR. QUINN:  Okay.  And the NED project -- and it just happened that you made your correction to Table 2, but the NED project was the fourth project down on Table 2?  You don't need to turn it up, if that's your recollection.

MR. J. STEPHENS:  It is, it is, Mr. Quinn.

MR. QUINN:  Okay.  So we're talking about the same project that you have familiarity with.  You've established some costs.  But I guess the point I have and I want to make sure is understanding, Mr. Wolnik on behalf of APPrO was good enough to ask some of my questions when I was out of province for the technical conference, and we asked about your familiarity with a consortium of LDCs being able to achieve anchor shipper status by aggregating their load?

MR. J. STEPHENS:  So it is my understanding, Mr. Quinn, they do not achieve anchor shipper status by aggregating their load.  When I looked at the open season notice that was provided by Kinder Morgan for the NED project, the way they define an anchor shipper, Mr. Quinn, was any shipper that signed an open season notice by May 4th -- May, sorry, 14th, 2014.

And so it wasn't a volumetric, Mr. Quinn, it was a deadline-driven metrics.  So if the customer had -- I think the way Tennessee phrased it was an early participant customer.  If they had signed an indication of wanting to be a shipper on the project, they would receive anchor shipper status.

MR. QUINN:  Okay.  Well, then maybe you can help me with -- if you refer specifically on page 24 it says:

"Please describe the process undertaken by the company in negotiating various terms and conditions within the precedent agreement."

And the response which I'll read into the record:

"The terms and conditions of the precedent agreement were negotiated within the context of a broad consortium of New England local distribution companies, the LDCs, which provided a unique and extraordinary opportunity to leverage aggregate capacity commitment of the LDCs in the NED project, resulting in substantial key benefits and rates for the benefit of customers."

Now, stopping there, sir, you seem to talk about a date threshold, what I'm reading in here, a capacity commitment threshold.

MR. J. STEPHENS:  So the way the process worked, Mr. Quinn, is when Tennessee did their open season shippers participated in that.  If they sent notice in they were going to be a shipper by a certain deadline, they were considered an anchor shipper.  Subsequent to that time period, the New England LDCs formed a consortium to sort of negotiate the parameters of the precedent agreement with Tennessee.

MR. QUINN:  So they benefited by coming together and aggregating their loads for a, in this case here, and to quote what it says again, "opportunity to leverage aggregate capacity commitment resulting in substantial key benefits and rates for the benefits of customers".  That's your understanding of what occurred?

MR. J. STEPHENS:  Yes, as a group, Mr. Quinn, they're able to negotiate with Kinder Morgan as a group and achieve some of the benefits that were discussed here.

MR. QUINN:  So Kinder Morgan is the pipeline provider.

MR. J. STEPHENS:  Kinder Morgan is the owner of Tennessee Gas Pipeline, and Tennessee Gas Pipeline is the entity that's developing the NED market path project.

DR. QUINN:  So you'd agree me it's not without precedent that a developer of a pipeline project could allow for LDCs to aggregate their loads for the benefits of obtaining potentially anchor shipper status, but at the very least key benefits and rates for the benefit of customers?

MR. J. STEPHENS:  So I just want to be clear, Mr. Quinn, that in order to become an anchor shipper on this particular project, the way it was defined by Tennessee, you had to submit an open season bid by a certain deadline.  If you did that, regardless of your volume, you were considered an anchor shipper.  Then as part of the negotiating process with Tennessee, in order to negotiate the precedent agreement, which we have terms like renewable notice in other parts of the contract, the New England LDCs banded together to negotiate that contract.

MR. QUINN:  Okay.  So I'll leave aside the vernacular of anchor shipper status.

MR. J. STEPHENS:  Okay.

MR. QUINN:  LDCs aggregating their loads were able to leverage that into more favourable terms and conditions in their contract?

MR. J. STEPHENS:  So they were able to negotiate with Tennessee as a group.  Whether that yielded additional benefits, I would assume it did.  I'm not sure what Tennessee would have done absent that, but we can conclude that by negotiating together there was benefit to Tennessee negotiating once, there was benefit to the customers, so they probably achieved some benefit from that.

MR. QUINN:  But in their view, in their testimony here, it is in part reading down on lines 15 through 17, in part:

"This status ensures Berkshire's commitments will benefit from the most favourable terms and conditions available pursuant to the NED project."

MR. J. STEPHENS:  That's correct.  That's what's here in the testimony.

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

MS. SPOEL:  Thank you, Mr. Quinn.

Mr. Yauch, are you next?

MR. YAUCH:  Yeah.  I'm going to be about 15 minutes, so...

MS. SPOEL:  Okay.  So -- all right.  We'll see how it goes.

MR. YAUCH:  That's okay?

MS. SPOEL:  Yes.  That's great.
Cross-Examination by Mr. Yauch:

MR. YAUCH:  Thank you, Mr. Stephens, for coming.  Now, would you agree that the real attraction of the shale gas deposits in Marcellus and Utica is less a matter of the size of deposits that they will produce something like 40-billion cubic feet a day, but more the fact that they're significantly cheaper compared to other resources, particularly out west?

MR. J. STEPHENS:  So I think the benefits of Marcellus-Utica development are something you've talked about.  Also the relative location to markets may be an important one as well.

MR. YAUCH:  The location would lead to the fact they were be cheaper than other sources; correct.

MR. J. STEPHENS:  I apologize.  When you said cheaper, I was thinking about the production cost of the resource. But if you're thinking also of the transportation cost of the resource, that's true as well.

MR. YAUCH:  The whole package, as presented to the Board for Ontario ratepayers, is that these -- it doesn't really matter how big they are.  Even if they were smaller, it’s just the fact they're cheaper and they provide a new source of gas for Ontario ratepayers.

That's sort of the benefit that the Board is really considering, correct?

MR. J. STEPHENS:  Agreed, so a new source of natural gas supply for Ontario ratepayers is one of the benefits.

MR. YAUCH:  Okay.  Is it possible to bring up one graph from your report?  It's page 19, figure 3.5.

MR. J. STEPHENS:  I have that.

MR. YAUCH:  One of the reasons, I guess, out west, from the western Canadian basin is more expensive is that it comes a long distance, but increasing demand from the industrial sector, largely the oil sands.

As we can see here, that's really going to be the main driver going forward, correct?

MR. J. STEPHENS:  That's correct.

MR. YAUCH:  So really the oil sands is the reason, or a primary reason why that gas has become more expensive, and will be more expensive than what's coming from Marcellus and Utica?

MR. J. STEPHENS:  So the intra-Alberta demand is growing, and so the availability of natural gas to be provided to other jurisdictions is therefore declining.

And part of the reason why Alberta demand is growing, as you show on the graph here, is the industrial and electrical generation load.

MR. YAUCH:  Industrial -- the oil sands is the main one?

MR. J. STEPHENS:  It is the largest segment, and electric generation I think is number two.

MR. YAUCH:  I didn't want to drag down the Board with a bunch of my own details, but it’s fair to say a lot of oil sands projects are being scrapped or delayed significantly.  Particularly in the last month or two we’ve heard of multiple projects.

So is it fair to say the oil sands sector is going through a major contraction, something it hasn't seen in probably about a decade?

MR. J. STEPHENS:  Subsequent to our technical conference, I went back and we pulled the more recent Alberta regulatory report.  It was dated June 29, 2015, and it has a graph very similar to this, and it has a slope very similar to it as well in terms of the demand and expectations of load in Alberta.

That was just a couple of months ago.  I think at that point, the information that we had available to us showed a very similar requirement for oil sands.

That being said, I do take your point that the reduction in oil price has had an impact on activity, particularly in the short term.

MR. YAUCH:  We talked about this at the technical conference.  If the activity continues to decline as we’ve seen recently, would it be fair to say that the gas available to Ontario could increase?

MR. J. STEPHENS:  I think that in the near term, if there was a slowdown in activity that provides natural gas supplies that would become more available for export, then you may see some additional supply become available.

Longer term, though, what you have is you have reduction in investment in natural gas production in Alberta, and therefore you have a continual -- given the sort of cost we’ve sort of talked about, and so you would have still less supply of the long-term available for Ontario and eastern US markets.

MR. YAUCH:  You think over the long term, the arbitrage between shale gas, as it's happening out east and what's happening in the west, will remain?  That won't close?

MR. J. STEPHENS:  So the cost structure is one issue, and I think the opportunity for load is a second issue.

Also, in preparation for our discussion, I recently reviewed a Canadian Associated Petroleum Producers document that was published in July, and when they looked at their forecasts of natural gas production coming out of the Alberta basin, the only lever they sort of focused on is whether or not there would be any new markets to support natural gas production.  And their definition of new markets were west coast LG facilities.

Under the non-new market scenario, the Alberta production tended to trend down to about 12 BCF a day, with some of that being consumed within the province, it would continue to go down.

In the new market production, we’re back up to 18 BCF a day, which is very similar to the graph we have on the prior page, figure 3.4, in terms of how that would shape.

MR. YAUCH:  But would they assume that if it goes back up to 18, it would go out west?

MR. J. STEPHENS:  They assume some of that gas would be available for export in the LG facilities.

MR. YAUCH:  And some would be available to the east, I am assuming?

MR. J. STEPHENS:  Some would be available to the east.

MR. YAUCH:  I guess one of my concerns is that Union and Enbridge have said there is this 700 million dollar benefit to the project.  But it's based on previous contracts it’s had at Empress, and essentially the fact that western gas is significantly more expensive.

But if the oil sands continues to go down the contraction route, is it possible that that high-priced gas might actually not be that much higher in price compared to shale.  Is that a fair comment, or is that not realistic?

MR. J. STEPHENS:  I think the Union evidence talked about a supply benefit, or supply cost from the Nexus project, and they did compare the cost of Nexus relative to supplies they would back out, which would be the western Canadian supplies.  When they did their analysis it was, at that time, 700 million dollars.

But if there was -- in your scenario, if there was additional supply that became available in the short-term, that could put a downward pressure on the price of Alberta, which then could impact the savings analysis.

MR. YAUCH:  The benefit of the project is largely the gas supplies out west remain expensive.  If that doesn't happen, the benefit to ratepayers becomes much smaller?

MR. J. STEPHENS:  Quantitatively, with the way it’s been framed out on the data that’s provided.

But I think when we think about the benefit of a new resource, it really is the diversity of that resource provides the entire portfolio.  I know that were focusing here on the approval of one contract.  But from my perspective, it's how that one contract provides additional or enhances the existing portfolio for the customers.

For example, this one contract may provide access to a new supply basin.  It has a new pipeline path; it may have new services on that pipeline.

So I think when you think about the diversity and therefore -- of the entire portfolio to serve the customers’ requirements, I think that is really the sort of opportunity here think about a Nexus or a Rover, or any other party that diversifies the portfolio.

Excuse me -- quantifying those benefits is something you have to do at a certain period of time, based on assumptions that are available to you.  And based on those assumptions, you come up with a savings number.

But long-term, I think it's the diversity of the portfolio that would best serve the customers.

MR. YAUCH:  Okay.  So what I'm hearing is the quantitative benefits are not nearly as important as the sort of policy of greater diversity in supply.  That's really more important than this 700 million benefit to ratepayers.

MR. J. STEPHENS:  Obviously the $700 million is a very important contribution the project may provide, given the analysis and assumptions behind that number.

But I also think there may be opportunities for prices to change.  We’ve just talked about how market circumstances may change.

It's the diversity of the portfolio that can react to those changes, because you have an opportunity to move gas from one position or another position, because you have that flexibility because of the diversity of your resources.

I think that an important contributing factor here for the contract.

MR. YAUCH:  Thanks you.  Those are my questions, thank you.

MS. LONG:  Mr. Keizer, can I just ask -- that $700 million, is that the updated number that Union is using, or has that been -- I thought I heard something about maybe that had changed; is that fair?

MR. KEIZER:  I think that the 700 million is related to -- Ms. Hockin will elbow me if I get this wrong, but it relates to the replacement of the Alliance contract.  But I think the other number is mid 500 million, which relates --


MS. LONG:  I’m just a bit confused with the distinction between those two.

MR. KEIZER:  Yes, and related to the difference between, I think, of Dawn relative to Nexus basin.

MS. LONG:  Maybe you can check at the break and clarify that for me?

MR. KEIZER:  I will check at the break and let you know.  Actually, I'll try to find a transcript reference that actually identifies it.

MS. LONG:  Thank you.

MS. SPOEL:  Okay.  Mr. Brett?

MR. BRETT:  I'll make this easy, Madam Chair.  I have no questions for this witness.

MS. SPOEL:  All right.  In that case --


MR. WOLNIK:  Excuse me, Madam Chair, I have a few questions.

I think you may be looking at an older schedule.  I transferred my time from Enbridge to this witness.

MS. SPOEL:  I apologize; I'm not trying to cut you off.
Cross-Examination by Mr. Wolnik:


MR. WOLNIK:  Good afternoon, Mr. Stephens.  I’m John Wolnik representing APPrO.

I have two question areas for you, and they really pertain to a portion of your report called “other benefits”.  That can be found on page 38 of 65, and that is Exhibit A, tab 3, Schedule 2.  Perhaps we can pull it up.  And I think this really deals with the benefits to other parties from the NEXUS project; is that right?

MR. J. STEPHENS:  It does.

MR. WOLNIK:  And one of those benefits you talk about power -- the benefits to power generation entities, and I just was talking with Mr. Isherwood on Friday.  He had talked about the cost of gas for power generators largely being a pass-through to electricity customers, and therefore the benefit, if there is any, would actually be  -- would flow through to electricity customers.

Do you quibble with that position?

MR. J. STEPHENS:  So I think to the extent that the price for the power generators is lower because of a certain resource -- excuse me one second, please, one moment -- and so the cost structure is a little bit lower for the formation of the price that provides -- the power generator provides to the marketplace.  That lower price then would be passed on to the customers in terms of a lower electricity price for the customers.

MR. WOLNIK:  So to be sort of correct here, this would be -- rather than the benefit flowing through to power generation entities, it would be power end users?

MR. J. STEPHENS:  So I think -- oh, I'm sorry.

MR. WOLNIK:  No, that's fine.

MR. J. STEPHENS:  So I think that the customers would also benefit -- would benefit.  Is there an opportunity for the power generators themselves to benefit?  I guess when I was talking to Mr. Quinn I was thinking about that scenario, because I know you and I had this discussion at the technical conference as well, and I think there to the extent that a power generator may be able to afford itself of the capacity on NEXUS that's held by utilities if it's not being utilized by the utilities, that may be one opportunity where they could benefit from that capacity, because I know we've talked at the technical conference, really focus on the utility capacity benefiting the power generators, not the NEXUS project in general, because I think we agree that at that point there would be some benefits to the -- to customers from NEXUS in sort of general.


But you had asked me about whether or not the power generators specifically themselves would sort of benefit, and I think to the extent that there may be an opportunity to use that capacity if the marginal price is still being set, for example, by the Dawn price and you're able to use that capacity to access a lower cost supply, that particular generator may benefit from that opportunity.

MR. WOLNIK:  In a competitive market it would still pass those costs on, would it not?

MR. J. STEPHENS:  So in a competitive market if the clearing price for that particular hour is being set by Dawn and this particular generator had access to the lower cost Marcellus so it could pass release, then they would sort of benefit from that higher marginal price.

MR. WOLNIK:  Okay.  But that's -- in those situations where the -- Union is not using full capacity.

MR. J. STEPHENS:  Union or Enbridge; that's correct.

MR. WOLNIK:  That's right.  Okay.  Thank you.

The other thing that I would like to talk about as it relates to this paragraph, this talks about the benefits in the event that NEXUS proceeds.  What I would like you to talk a little bit about is what happens if it doesn't proceed and how these parties might be affected at Dawn, given -- and I assume the context of this question really goes to, a number of these parties are buying gas at Dawn today, so if more gas comes in there's presumably some benefits, but if less gas comes in there could be some disbenefits, and that's sort the context that I would like to sort of ask this question.

And maybe -- what I would like to do is, maybe if I could have a schedule pulled up.  It's Exhibit A, tab 3, Schedule 2, page 17.  This is in Enbridge's evidence.  And this is really their gas supply portfolio and how it could change over time.  So Exhibit A, tab 3, Schedule 2, page 17.

MR. J. STEPHENS:  I'm having some binder issues for a second here, so...

MR. WOLNIK:  Hopefully it will come up on the screen too.

MR. J. STEPHENS:  Oh, is it this graph right here?  You're talking...

MR. WOLNIK:  I don't think that's -- maybe I have the wrong reference.  Perhaps I have the wrong reference.  It's -- maybe I can just describe it.  It's fairly -- it was Enbridge's gas supply portfolio in 2015 and 2018, and what they had indicated that their supply purchases at Dawn were going to be 4 percent or approximately 4 percent in 2015 and increasing to 46 percent in 2018.

MR. J. STEPHENS:  Perhaps you can reference one more time, please, Mr...

MR. WOLNIK:  Well, my notes say Exhibit A, tab 3, Schedule 2, but I'm not sure -- that's page 17, but that's not the chart that I was thinking of.

That's the one.  It's Schedule 3, I'm told.  Yes.  Thank you.  And I know the print is small there.  And I actually had to enlarge it on my screen to read the numbers.  But you can see that in 2015 the percentage of gas that Enbridge is proposing to buy at Dawn is about 4 percent, increasing to 46 percent in 2018.  Do you sort of take that number?  You might want to look on the screen.  It's been enlarged there.

MR. J. STEPHENS:  Oh, thank you.  Old eyes.

So we're talking about the blue slice, are we, correct?

MR. WOLNIK:  The blue, that's right --


MR. J. STEPHENS:  Right.  So the blue has gone from 4.3 to 46 percent, and that is the Dawn purchases; is that correct?

MR. WOLNIK:  Right.  Right.  And the lower pie chart includes the volumes that Enbridge would purchase at Utica, right?  So this assumes that Utica gas comes in via NEXUS.

MR. J. STEPHENS:  Okay.

MR. WOLNIK:  And I don't know if you reviewed the transcript, but Union talked about when they were on the stand, they talked about some uncommitted supply that they have for their volumes in 2017, and they talked about in the order of 150,000 gJs a day of supply had not been committed, and that was at page 31 of the transcript from day one.  I don't think we need to pull it up.  But they talked about another 150 gJs a day of uncommitted supply that they could buy at Dawn.  They didn't say they necessarily would, but they could.  That was an option that they were considering.  And they also talked about in the event that this didn't -- this project wasn't approved, they wouldn't commit to this contract, and buying gas at Dawn was another option.

So potentially there's as much as 300,000 gJs a day of gas that they could be purchasing at Dawn if this contract isn't approved.

And in light of the comment you just -- the discussion you had with Mr. Quinn earlier about a relatively small volume of incremental supply being built to Dawn from NEXUS and Rover, the .3 petajoules a day, what I would like you to comment on, what is the impact to these customers in your report, these other customers, in the event that all of the purchases by Union and Enbridge do come to Dawn?  What will happen to the price and liquidity at Dawn?

MR. J. STEPHENS:  So if you have a situation where you have additional demand at a certain point, so in your example Dawn Hub, and you have not sufficient supply or the same amount of supply increasing demand, you may have an upward pressure at the Dawn Hub price for all customers.

In terms of liquidity, you may have additional transaction with demand side, you may have additional -- on the demand side, but absent additional supply, I think all those being equal, you have a lower -- you have a low liquid point -- your point there would be lower.

MR. WOLNIK:  So that would be primarily a disbenefit then.

MR. J. STEPHENS:  It's an interesting point you raise, because when I was preparing for today, I read the Rover CPCN application at the FERC.  And in there there was a paragraph regarding that reduction in MDQ, and what it says is that if the pipeline developer doesn't meet certain deadlines then -- for the Dawn part of the pipeline then customers can reduce their MDQ on that part of the pipeline.

And so when you think about the commercial implications for different project, that each project goes through a process where it may be developed or it's going to change a bit or it may have certain targets in order to be changed or to go forward as a project.

So it's important to know that projects will change in that supply, may or may not come, as you think it may come may not come.

So what I'm trying to say is that in the larger picture that if you assume one project may actually deliver gas to a certain region, that may not actually happen.

MR. WOLNIK:  Thank you.  Those are my questions, Madam Chair.

MS. SPOEL:  Thank you.

Just before we proceed with questions from the panel, have I missed anybody else?
Questions by the Board:

MS. LONG:  Mr. Stephens, I have a few questions, and I'm going to take this opportunity to learn perhaps from your experience in this field.

One of the things you talk about in your report on page 56 and the next few pages, you talk about other jurisdictions where there has been pre-approval of contracts.

And one of the things that you note is, I think, that they are looking at need, competitiveness, things like that.  But I'm just wondering do their pre-approval guidelines focus on new supply, such as we have in our guidelines, or are those distinguishable?

I think you talk about how every jurisdiction has different criteria for pre-approval.  But I'm just wondering if, in those jurisdictions that you highlight, one of the things they need to consider is whether or not it is new supply.

MR. J. STEPHENS:  So as I'm thinking through the research to address your question, I don't recall whether or not any of the jurisdictions particularly use the term new supply as part of their evaluation criteria.

I was thinking about this -- I was listening to the discussion yesterday a bit around frontier and new supply, and I was wondering how would you sort of talk about that a bit.  And what I concluded is that the definition of new supply may be to the individual, but what are some of the characteristics of a new supply area.

In my own mind, it was sort of is there investment being put to use on the production end; is there investment in infrastructure.  Is there investment in either LNG infrastructure or pipeline infrastructure.  Is there investment in processing facilities.

And I think that those types of activities probably go, to a certain extent, to find a new supply resource, whether it's a new supply resource that’s being imported by an LG facility, or new supply resource that’s being developed in market area or supply area.  I think those are some characteristics of new supply resources.

But to answer your question specifically, as I think through the research we did, I don't recall a sort of criteria of new supply as being part of the process for an LDC to bring forward a contract for pre-approval.

MS. LONG:  Thank you.  Another question I had -- and Mr. Wolnik touched upon it a bit -- and it's this whole issue with respect to liquidity at Dawn.  The applicants are coming before us, saying that with the building of the Nexus pipeline, they will be able to access gas in the basin at a lower cost, and that will be good for ratepayers; so there will be a lower cost there.

And I guess I try and reconcile that with the discussion that we've had about liquidity at Dawn, if that gas can get to Dawn via other pipelines we've heard about.  So we've heard about Rover, we’ve heard about the ability at Niagara to get gas through there.

To me, it seems -- and correct me if I'm wrong here, but increased liquidity there may lead to lower gas prices at Dawn.

Can you help the panel reconcile the fact there may be lower gas prices at Dawn, but on the other hand, we are locking in a 15-year contract where ratepayers are going to pay the risk that they will be buying supply at that supply source.  Can you help me with that?

MR. J. STEPHENS:  So I'm going to break it apart first, if I could.

When I think about the ratepayer first, and we’ll talk about the Dawn Hub in general.  So the customer of the utility expects the utility to have a resource portfolio that's reliable and at reasonable cost.

In order to achieve that, most utilities that I work with focus on having a diversified portfolio, such that they're not concentrated in any one area or any one pipeline as best they can, so they can manage the changing risks associated with supply areas, pipeline rate cases, pipeline cost increases, service flexibility, so that the customer overall has stability in pricing over time.

So when I think of a 15-year contract, I think of that in the context of is it enhancing overall portfolio for the customers.  And if it is, does the duration of the contract become determinative on my decision.

And I don't think so.  I think when I look at a long-term contract commitment that diversifies the utility's supply portfolio to not only a new area, such as Marcellus and Utica, but an area that has a different price structure, a different signal that the customers have not had a chance to avail themselves to, and that becomes part of the utility’s overall pricing to the customers, in terms of overall cost of gas.

So I think that while there is a focus on the risk of a 15-year contract, I would say the other side of that is sort of the benefits associated with having a new supply, a new region to attract gas from.

And again, and I’ll just repeat this one more time, it’s overall portfolio in my mind for the customers that achieves that objective of reliability and reasonable cost.

In terms of the Dawn Hub price signal, I think that the additional pipeline capacity would provide enhanced liquidity at the Dawn Hub.  And that's important from my perspective, because when I used to be president of a retail energy marketing company, we had small customers.  And for the customers we served, we did not go upstream in order to put together a supply portfolio.  We purchased gas at a liquid pricing point.

And so, as a small customer, the ability to purchase gas at Dawn and know that that's a transparent and efficient price would allow them to not have to worry about going further upstream, which could be complicated depending on their resources.

So I do think the ability for Nexus and/or Rover projects to add supply to Dawn -- I know we talked about incrementally 300,000.  But in my mind, it adds that different basin that will influence how Dawn is -- how the price at Dawn is formulated.  So you'll have an influence from Chicago, from Dominion Southpoint, from Empress, and all those pricing implications meet at Dawn will then sort of have the price developed at Dawn.

So I do think that the projects -- I appreciate the 15-year term is, relatively speaking, a long term.  Although in the jurisdictions I’ve worked in, fifteen years is at the low end.  So you see 20-year contracts to support pipeline infrastructure.  I would like Alberta it in the context of the overall portfolio benefits.

I hope I answered you.

MS. LONG:  Thank you.

MS. SPOEL:  Okay.  I don't think the panel has any further questions.  Mr. Keizer?

MR. KEIZER:  Madam Chair, I want to clarify Member Long's question about the savings while we still have a chance before we wind up.

Your question about the savings with respect to the 700 million versus the other number, which is, I think, approximately 558 million, that reflects the 68 cent difference between Nexus and Dawn, and that's actually, I think, filed in a TCPL IR response.  So that's where that number comes from.

MS. LONG:  Thank you.

MS. SPOEL:  Mr. Stephens, do you have any re-examination?

MR. D. STEVENS:  I do not.  Thank you.

MS. SPOEL:  All right.  Well, that, I think, finishes the evidentiary portion of this.  There are a couple of things I would like to follow-up on.

One is that there are a number of undertakings that were given on Friday and yesterday, and I'm not sure we have received answers to those.  Some of them may have been filed.  But if you could give us an indication when we might expect to get those answers.

MR. KEIZER:  My understanding is Union has filed two, and they expect to try and file the other two today.

MS. SPOEL:  Great.  And were there any undertakings given by Enbridge?

MR. D. STEVENS:  I believe Enbridge offered two undertakings yesterday and work is underway, I believe -- although the witnesses are just leaving the stand now.  We will do it as quickly as possible, and certainly we expect to have the answers by Thursday, if not before.

MS. SPOEL:  So in terms of argument, we had discussed Union and Enbridge filing written argument tomorrow.  Is that still the plan?

MR. D. STEVENS:  Yes, it is.

MR. KEIZER:  From Union's perspective, it's the same.

MS. SPOEL:  Thank you.  And with respect to the Board Staff and intervenors, is it possible -- have you had any discussions about the possibility of doing reply -- doing your argument a week after you receive the Union and Enbridge evidence?

MR. BRETT:  We had discussions.  I think you initially said the 26th was it, or 27th?

MS. SPOEL:  Well --


MR. BRETT:  Maybe I can just state our -- my sense of this, or at least our problem.  A number of people here have this EGD settlement conference tomorrow and Thursday, and then another -- at least some of us have a major hearing starting Friday, and that's going to last a week on Powerstream.

So from my point of view, we're talking about hours rather than days here.  So an attempt to get this argument done.  And it's not the simplest case in the world.  It's had a long history and so on.

So I would be more comfortable if we could go with the original date you gave us.

MS. SPOEL:  Well, yeah.  My only concern, Mr. Brett, is the ability of Union and Enbridge to actually properly  -- be able to properly respond to the arguments put forward by the various intervenors.

So maybe we could make it Thursday the 26th, and that will give them an extra day, and it would give you -- I realize people have other cases on the other hand.  We can only deal with one at a time as we go along as best we can.  And --


MR. BRETT:  We'll do our best.

MS. SPOEL:  -- we are all trying to do our best to get things out.  [Laughter]  So if we could do that that would be best, I think, if we could have the intervenors and Board Staff have their argument in by the 26th, and that will -- and then we would reconvene on the morning -- I guess the morning of December 2nd, and we'll have oral reply argument from Union and Enbridge.

MS. DeABREU:  Will that be the end of the day on Thursday the 26th?

MS. SPOEL:  Yes, our normal filing -- whatever day -- time it is that we expect things to be filed.  I think it's 4:45 p.m. --


MS. DeABREU:  Thank you.

MS. SPOEL:  -- is the drop-dead time.  I'm not sure how we picked that number.  But, yeah.

Is there anything else before we adjourn?  And of course, the ability of the intervenors and Board Staff to get their arguments in will of course depend on the undertaking answers being filed in a timely fashion.

MR. KEIZER:  Understood, Madam Chair.  Thank you.

MS. SPOEL:  Thank you.

MR. D. STEVENS:  Thank you.

MS. SPOEL:  Thank you very much.
--- Whereupon the hearing adjourned at 12:37 p.m.
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