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MR. QUESNELLE:  Good morning, everyone.  Please be seated.

The Board sits today on the matter of an application for approval to expand natural gas service to certain rural and remote communities in Ontario and for certain exemptions to meet revenue recovery requirements that apply to pipeline projects and approval to construct facilities to serve the communities of Milverton, Prince Township, and the Chippewas of Kettle and Stony Point, and Lambton Shores.  The application was filed by Union Gas Limited on July 23, 2015.  Interventions have been approved, and discovery process have been conducted, including a technical conference held earlier this week.

The Board recently determined that it would be most efficient to further consider the various elements of Union's application in a staged manner, the first elements being those related to the proposed funding mechanisms of the proposed expansions.  Any consideration of the related leave to construct applications will take place subsequent to and in the context of the Board's determinations on Union's proposed funding approaches.

The Board directed parties that wished to file evidence to notify the Board of their intent and to provide a description of the nature of the evidence by December 7, 2015.  We subsequently established a schedule to receive more detailed descriptions of the evidence and its purpose.  We also set aside this time to hear directly from the parties with respect to that evidence and to facilitate a conversation, if needed.

My name is Ken Quesnelle, and I will be presiding over today's proceedings, and with me on this panel are Board Members Cathy Spoel and Paul Pastirik.

I will now take appearances.
Appearances:


MR. KEIZER:  Charles Keizer on behalf of Union Gas Limited, and with me is Mr. Mark Kitchen.

MR. QUESNELLE:  Good morning, Mr. Keizer.

MR. KEIZER:  Morning

MR. GORDON KAISER:  Gordon Kaiser on behalf of EPCOR Utilities.

MR. RODGER:  Morning.  Mark Rodger appearing as counsel for the Municipality of Kincardine, the Municipality of Arran-Elderslie, and the township of Huron-Kinloss.

MR. QUESNELLE:  Mr. Rodger.

MR. CASS:  Good morning.  Fred Cass for Enbridge Gas Distribution, and with me are Steve McGill and Joel Denomy of Enbridge.

MR. QUESNELLE:  Mr. Cass.

MR. JANIGAN:  Good morning, Mr. Chairman.  Michael Janigan on behalf of the Vulnerable Energy Consumers Coalition.

MR. QUESNELLE:  Good morning.

MR. RUBENSTEIN:  Good morning, Panel.  Mark Rubenstein, counsel for the School Energy Coalition.

MR. QUESNELLE:  Mr. Rubenstein.

MS. GIRVAN:  Julie Girvan, Consumers Council of Canada.

MR. QUESNELLE:  Good morning.

MR. BUONAGURO:  Michael Buonaguro, counsel for Consumers Council of Canada.

MR. QUESNELLE:  Mm-hmm.

MR. SAMUEL:  Joshua Samuel, Northeast Midstream, joining me will also be John Wolnik.

DR. HIGGIN:  Roger Higgin here for Energy Probe.

MR. QUESNELLE:  Thank you.

MS. FRASER:  Marion Fraser for BOMA, Toronto.

MR. QUESNELLE:  Ms. Fraser.

MR. MONDROW:  Good morning, Mr. Chairman, Panel Members.  Ian Mondrow, counsel for the Industrial Gas Users Association.

MR. QUESNELLE:  Mr. Mondrow.

MS. BRAZIL:  Good morning.   Laura Brazil and Mike Richmond for the Canadian Propane Association.

MR. QUESNELLE:  Ms. Brazil, thank you.

MR. MILLAR:  Good morning, Mr. Chair, Members of the Panel.  Michael Millar, counsel for Board Staff, and with me today is Mr. Khalil Viraney.

MR. QUESNELLE:  Mr. Millar.

MR. AIKEN:  And on the phone, Randy Aiken on behalf of the London Property Management Association.

MR. QUESNELLE:  Mr. Aiken, thank you very much.
Procedural Matters:

Okay.  As far as process this morning, I would start off, Mr. Keizer, if you have any comments to start things off, any concerns about how the morning should be run, just let us know, and then we will take those into consideration.  And as the procedural order spelled out, and what I opened with in my remarks, the idea this morning is to hear more about the intent of the evidence and the type of evidence that intervenors are submitting that they want to bring forward.

MR. KEIZER:  Well, we have seen the letters that have been filed by the various parties.  We do have some comments to make with respect to those letters, but it may be preferable that we hear what other parties have to say in respect of those letters, and then we could voice any concerns or comments maybe at the end, if that's helpful.

And if we get into the issue of scheduling, because, I'm assuming, to the extent if any evidence is led by the intervenors, that there will be scheduling questions we will have to get into.  I can also provide an update with respect to the status of undertakings and, et cetera, coming from the technical conference.

MR. QUESNELLE:  Okay.

MR. KEIZER:  But we don't have any issues --


MR. QUESNELLE:  Preliminary?

MR. KEIZER:  -- with the agenda which you have laid out.

MR. QUESNELLE:  Well, as I said, we want to have a conversation, so any comments that you have afterwards, we will obviously let the intervenors an opportunity to comment on anything you have to say as well.  So...

MR. GORDON KAISER:  Mr. Chairman, I have one sort  of --


MR. QUESNELLE:  Your microphone, Mr. Kaiser.

MR. GORDON KAISER:  Have I got it?

MR. QUESNELLE:  Yes, you do.

MR. GORDON KAISER:  I put before you, sir, a letter, today's date.  You indicated that the parties filed on December 7 an outline of evidence and EPCOR did, and at the time that we referenced Dr. Brian Rivard as a witness.

We had a technical conference on the 15th, as you have mentioned, and some matters developed then that we hadn't anticipated, and EPCOR, after reviewing the transcript, felt we should add a witness to our panel.  We have been able to do so.  This is Dr. Adonis Yatchew from the University of Toronto.  I was not able to confirm his attendance, though, until yesterday.  So I was unable to file this on the 16th, but I have filed it now, and I'm prepared to answer any questions anyone might have on it, or either now or later.  Thank you.

MR. QUESNELLE:  Okay.  Mr. Kaiser, why don't you continue on, if there is anything else you want to tell us about the evidence that you plan to file, and why don't you go first?
Submissions by Mr. Gordon Kaiser:

MR. GORDON KAISER:  All right.  Well, our issue, Mr. Chairman, is actually pretty narrow compared to some of the other parties.  You may be aware that the municipalities of South Bruce, represented by Mr. Rodger, created what I call for convenience a competitive bidding process with potential applicants who might be prepared to put natural gas facilities into that region and obtain a franchise agreement for that purpose, a somewhat unusual process.

It's our view that we participated in that process.  I say EPCOR did.  There were, I'm told, six other bidders.  I don't know who they are except one was Union.  EPCOR was successful and is in the process of negotiating with those municipalities to finalize the franchise agreement, and that's where we are today.

Our main concern in this case is the Union proposal that relates to funds that they will collect from existing customers, which will be used as a subsidy to underwrite the cost of gas into these expansion territories.  And to be clear, we have no objection to that.  Our objection is solely to Union's proposition that that money is solely for their purpose, to only support those franchises that they obtain and they choose to build under this program.

Now, obviously, EPCOR is in this program.  Kincardine is on their list.  Kincardine is on our list.  And our proposition is simply that it would be in the public interest to continue and not to put barriers in the way of this competitive bidding process, and that the disposition of these funds that Union proposes to collect and the mechanism I mentioned -- and if memory serves me, it's something like 26 cents a month, is it?  In any event, you will hear evidence as to how much that amounts to over the period of time -- that the Board should distribute those funds to any qualified utility.  And by "qualified utility," I mean simply this:  a utility that obtains a franchise and a leave to construct from this Board in one of these new, I will call them, expansion communities, and that those funds be distributed between those qualified utilities on a fair and equitable basis.  And we are suggesting, or our witnesses will suggest, a fixed amount per customer connected.

So any of the utilities that engage in this process and are successful, to the extent they obtain a franchise, they obtain a leave to construct, would be eligible to draw down, if I can call it, their share of this fund.  And my friend Mr. Keizer opposes that, and so that's really what our case is about.

MR. QUESNELLE:  So, on that premise, Mr. Kaiser, what's the nature of the evidence that you will support that contention?

MR. GORDON KAISER:  Well, there are some legal issues as to whether the Board has jurisdiction to do this at all, and this is set out in my proposed issues list, which is in the document I put in front of you.  But I'm not going to go into those.

MR. QUESNELLE:  Forgive us for not -- we just received this.

MR. GORDON KAISER:  No, no, I know.  And I wasn't intending to address that at this point.

But the evidence that these economists will give is essentially two-fold.  This competitive process works.  It has been used.  It brings in new entrants.  That new entrants are important and useful to the government-mandated program to expand gas into these new unserved communities.

And that the Union proposal, the manner in which they propose to obtain subsidy monies, would in fact create an un-level playing field and would be a barrier to that competitive bidding process.

Now, we will also have some submissions and evidence with respect to how franchises are approved by this Board.  And you will see in that evidence, when it is filed, a proposal that, when the Board renews franchise agreements in this province going forward, it consider a standard clause which says that, if the franchisee does not build within three years, the municipality at its option may terminate the franchise agreement.

And the purpose behind that is to make sure that incumbent utilities -- mainly the two, Enbridge and Union  -- do not stockpile franchise agreements -- which, as you know, are usually for 20 years -- and end up with nobody building on them.

So it's sort of an ability to open up the franchise, if there's non-performance.

So you will see some evidence on that concept as well, by way of a remedy.  So you might say, at the end of the day, it's about opening up the process that currently exists and, more importantly, not adding new provisions which would be a detriment to the competitive market that has already developed with respect to franchise agreements.

MR. QUESNELLE:  So ultimately it would be your client's position that the Board should deny this application because the framework is not appropriate?

MR. GORDON KAISER:  No.  Our position will be just a slight amendment will be fine.  There is a lot in this application and we have no quarrel with 90 percent of it.

We simply say, with respect to this particular charge and this particular fund, it's not the sole property of Union Gas.  This is not a revenue stream.  It's not a rate.  These customers are not receiving any service, no commodity, no transmission, no distribution.  There they're in effect paying a tax into a fund that will be used in some other territory.

And we understand --


MR. QUESNELLE:  And that's on the funding mechanism.  But I am at a loss as to what we would do with the evidence on the benefits of a RFP process in this application.  What would we do with that?

MR. GORDON KAISER:  What we would we do with did in what sense?

MR. QUESNELLE:  In what sense being that, if we made a determination that we agree with your client and a RFP process is a better process, what do we do with this application?

MR. GORDON KAISER:  Just one thing:  just not approve the particular manner in which Union proposes to distribute the funds in this one account.

MR. QUESNELLE:  And we do that based on the finding that a RFP process is preferred?

MR. GORDON KAISER:  Well, there will be evidence that this bidding for franchise agreements works.  It's not theory.  It has been used.  It works.  It's in the public interest, and it ought to be promoted.  You ought not to approve funding mechanisms that create a barrier to entry.

And so our submission at the end of the day would be, if you are going to approve this Union charge on existing customers, then make sure that the Board determines how and when the funds are distributed out of this deferral account.

MR. QUESNELLE:  And again, Mr. Kaiser, the RFP evidence would take us to a place where we're making a determination whether or not that is a preferred model.  I take it that that is the contention, is that RFP processes work.

If we're to find that, again, in this application, if we were to make that finding that they do work, is it your -- is that required, to just remove the barrier of the access to the funds?

Like, access to the funds is not squarely in response to the fact that there was no RFP in this case.  There hasn't been a RFP, but we're here.  So why would we need evidence on a RFP process?  That is my --


MR. GORDON KAISER:  Let me clarify.  We're not suggesting that we're creating a model.  We're not suggesting that the Board would mandate in every case there would be a RFP process for a municipality to award a franchise.  Municipalities have that option.


These three municipalities chose to go one way.  There will be evidence, and I think meaningful evidence, that it worked.  It brought in six companies.  A lot of them had never seen Ontario before.  Five of them had never seen them.  That is in the public interest and, we say, is consistent with the government and the Board's aim to get gas into these new unserved territories.

So all we say is:   Don't do something that makes that impossible.  It will not work.  The competitive bidding process will not be available to a municipality if suddenly only one bidder has access to the funds.  So it's not mandating RFP processes.  That is a decision of the municipalities entirely.

MR. QUESNELLE:  Okay.  Thank you.  Any other questions, Ms. Spoel, Mr. Pastirik, of Mr. Kaiser?  No?  Okay, thank you.

I am just doing this randomly, but Ms. Brazil, if you care to speak on behalf of your client next, that would be --
Submissions by Ms. Brazil:


MS. BRAZIL:  Good morning.  The CPA intends to present the evidence that's set out in our letter dated December 16, and it contemplates that the evidence will be presented in two separate written documents.

So the first would be an expert report from Gerry Goobie, and he's a principal at Gas Processing Management Inc.  And then we would also file an affidavit of a representative of our client, Canadian Propane Association.  That would be from Andrea Labelle, and she is an executive director there.

The purpose of the evidence falls into a few different categories.  The first one is to basically challenge the benefits to consumers that Union has presented in its application, and we would do that by providing some evidence of the costs or the savings that people could expect to receive if they switched from propane to natural gas.

And so you will see in our letter, for example, we would want to submit residential end user prices for propane, as opposed to the automotive prices that were used by Union, and to also provide further evidence on the costs of converting from natural gas to propane.

And the purpose of that would be to show that Union has overstated in their application the benefits that end users could expect to receive if they did convert, and that has an impact on whether or not we ought to approve the funding mechanism that they have put forward.

Because the ultimate question is who should pay and whether or not this application should be approved.  And that will be informed generally by the costs and benefits to the end users themselves.

So in addition to that, we also intend to present some evidence about an expansion project that was conducted in Red Lake, Ontario.  And in that expansion project there was a similar funding mechanism used.

Union has characterized that as a financial contribution as opposed to an ITE.  Our submission would be that they're virtually the same, and we would like to put some evidence in to show that there were some challenges faced by the municipality in actually carrying out the financial contribution.

So we think that that is relevant to determining whether or not the ITE proposed by Union is a feasible and good funding mechanism in this case.

And then we will also make argument about whether or not it makes sense to exempt Union from the feasibility requirements that are typically imposed.  And, in doing that, we will rely on some Board policies, past statements of the Board, and other more, kind of, documents that are legal in nature.  So we've -- we would also include that in our letter.

And along those same lines we intend on presenting some past statements of Union and, similarly, position utilities to show that the positions that they've taken publicly in the past somewhat conflict with what they're proposing to do now.

And, finally, we would also like to present some revised figures that show how, if you change some of the costs and benefits that users could expect to receive from the end result of this application, that the funding mechanisms that are suggested may not have the same benefit as suggested by Union. 

MR. QUESNELLE:  All right.  Thank you very much, Ms. Brazil.  Any questions?  No.  Thank you.

Mr. Cass, for Enbridge.
Submissions by Mr. Cass:


MR. CASS:  Yes.  Thank you, sir.

As the Board would have seen from Enbridge's description of its proposed evidence, Enbridge has under consideration something like 40 expansion projects arising from the documentation that the Board has issued in connection with the expansion of natural gas service within Ontario.

As a result of Enbridge's work in looking at the expansion of gas service, it has done a considerable amount of analysis, and the Board would have seen, again, from Enbridge's description of its evidence, that much of Enbridge's approach will be very similar to what Union has put before the Board.  In fact, I think it's fair to say the vast majority of Enbridge's approach will be similar to that of Union or the same as Union's.

As a result, Enbridge's expectation is that its participation in this proceeding would not add anything significant to process or timing because its approach is so similar to that of Union.  However, there are some differences, and they are set out in Enbridge's description of its evidence.  Enbridge believes that it would be of value to the Board to have a somewhat broader perspective as a result of what Enbridge will bring forward and that the Board's decision on the funding approaches will be all the better for having Enbridge's perspective in these relatively few areas where it has something different to put to the Board than Union.  This would include, for example, some information about the communities that Enbridge is looking at and how those circumstances may be different and may drive somewhat different views on the funding approaches.

So I think, in a nutshell, Enbridge would see this as being a benefit to the Board, first of all, just as I said, to have a broader perspective.  Also, because when the time comes for consideration of Enbridge's proposals, I don't think any of us would want us to find ourselves in the position of saying, "Oh, if only we had known that back at the time we considered the funding approaches, we might have viewed things differently."  Enbridge believes it's of value from that point of view as well.

So, again, it's not a significant addition to the record of the proceeding, and it should not in any meaningful way affect the process or the timing, but it's just some additional perspective that Enbridge would bring, and Enbridge submits that that would add value to the Board's decision on the issue of the funding approaches.  Enbridge will have, of course, its own leave to construct applications or other applications in due course.

MR. QUESNELLE:  Thank you, Mr. Cass.  The last couple points you made about the transferability, I suppose, of the matters in this case and Enbridge's interest in ensuring that the Board is aware of their perspectives so that it can anticipate a common treatment with whatever we decide here is something that maybe I will ask Union to comment on, and we will have a round of comments from those who intend to bring evidence as to how transferrable their contentions are.  And I was asking Mr. Gordon Kaiser on the specific to this application, but is it your client's interest it would be broader than that; that it's not just specific to this application?  But I will get back to you on that in a moment.

Mr. Cass, perhaps you could expand on that as to what Enbridge feels, in this case, that the Board would be setting a broader policy in its decision-making on this particular application and what your thoughts are on that.

MR. CASS:  Yes.  Well, Mr. Chair, I think it would be fair for me to say on behalf of Enbridge that we're not looking to be prescriptive in terms of the outcome of this proceeding.  That will be entirely up to the Board, I would think, as it works its way through this proceeding and comes to a conclusion.  Our concern, I think, would just be to ensure that there is clarity at the end of this as to how it may affect other proceedings.

It would seem to be efficient, given that the Board has divided this proceeding the way it has, to consider the funding approaches separately.  It would seem to be efficient for the Board to come to some more general rulings on that, but I don't think we're looking to be prescriptive to the Board.  We just want to be sure that it's considered, and so that when Enbridge's applications come forward, that there hasn't been something unduly restrictive that has happened in this proceeding.

And I would also comment that, because Enbridge's proposals overall will be so similar to Union's, that it would strike me as being quite efficient to do as much as can be done in one proceeding rather than having it done on a case-by-case basis as we go forward.


MR. QUESENELLE:  So the nature of Enbridge's evidence, then, would be that broad.  It wouldn't be on the specifics of this case, it would be more informing the Board of this perspective on the funding mechanisms as opposed to the funding proposal and the costing proposal in this application.  Would that be correct?

MR. CASS:  Yes.  It was intended to be broad, yes.  Again, Enbridge's description of its evidence sets out the areas where it's aligned with Union, and if you were to look at it, you would see that it's many of the features, some of the things that have already been talked about this morning, the incremental tax equivalent mechanism, these various things.  There's quite a lengthy list of the areas where the two companies are aligned.

MR. QUESNELLE:  I'm just asking if you would agree with the characterization that you're not talking about the quantum of the input that are being used; rather, this is your view on the inputs and how they should be used.

MR. CASS:  I think that's a good summary, sir, yes.

MR. QUESNELLE:  Thank you.

Mr. Gordon Kaiser.
Further Submissions by Mr. Gordon Kaiser:


MR. GORDON KAISER:  Can I just answer your question from earlier?  Because I do agree with Mr. Cass, and I think it's important.  EPCOR has no interest in phase 2 of this, the leave to construct.  That's not something that concerns us.  We're concerned with, I will call it, the generic aspect and, in particular, one particular funding mechanism that I have mentioned.  And it would certainly be nice as we address that to know if Enbridge is going to adopt exactly that methodology.  In fact, I would go so far to say that I question on that particular charge whether it would be even legal to have a different charge for one part of Ontario compared to another part, but I'm not arguing that now.

But I think it is important that those of us that have an interest in one particular charge don't have to come back and argue exactly the same issue with another utility.

MR. QUESNELLE:  And now that you have the microphone again, Mr. Kaiser, I will maybe circle back to your previous comments.  We talked about the nature of the evidence that you bring forward dealing with RFPs and the benefits of them, the other element being, on the charge itself.  What's the nature of that evidence?  And I think that's the one you're speaking to now is the difficulty with the charge.  Maybe you could expand a little bit on the nature of that element of the arguments.

MR. GORDON KAISER:  The evidence the witnesses will give, as economists, as expert witnesses, is simply this:  that if you allow that money to be dispersed in the fashion that Union is proposing, it will kill competitive bidding.

MR. QUESNELLE:  Understood.  Thank you.  Mr. Samuel?

MR. WOLNIK:  Good morning.  John Wolnik.  I'm going to represent Northeast here.

MR. QUESNELLE:  Thank you, Mr. Wolnik.
Submissions by Mr. Wolnik:


MR. WOLNIK:  Northeast also plans on filing evidence in this proceeding.

I thought it might be helpful first, though, just to introduce Northeast because it's relatively new to this process. Northeast is a limited partnership whose business it is to develop and operate LNG infrastructure and to market services on a competitive basis here in Ontario.

Northeast is targeting a variety of markets for LNG services including needle-peaking markets, servicing rural communities where it's more economic than pipelines, and also to serve heavy-duty transportation markets that could displace more carbon intensive fuels.

Northeast did appear once before in front of the OEB in 2014 in the Hager forbearance motion, and it led evidence in that proceeding to demonstrate that LNG was a competitive market, and the Board should forebear from ratemaking, and the Board agreed with Northeast in that case.

Now, regarding Northeast evidence, let me first say that Northeast is encouraged that both Union and Enbridge have acknowledged in this proceeding that LNG ought to be considered as a potential alternative, traditional pipelines, to serve rural and remote communities.  Northeast wants to ensure that, when these alternatives are considered, that they be compared on an equitable, comprehensive, and transparent manner.  Northeast believes that, as a matter of policy, in addition to the direct facility cost implications, the impact on the cost of gas as well as other non-direct facility reinforcement costs should be included in the comparison.

In looking at rural and remote communities, Union has acknowledged that they have not looked at any of the gas cost implications to serve these communities.

Now, the Board should be aware that Union, Enbridge, as well as TransCanada are in the midst of very significant facility expansions, in the order of about $2.6 billion, to serve existing and new loads, which will drive up transmission and distribution rates for all parties.

To the extent that these facilities or future expansion facilities are used to service this growth, to service these communities, there could be an increase in the cost of gas associated with capacity, which would simply be rolled into WACOG and ignored.

In addition, for in-franchise transmission reinforcement projects, there could be an increase in costs allocated to distribution rates that might not otherwise be recognized.  These are costs that would be avoided in these communities, were they to be served by competitive LNG.

Mr. Gulick will provide evidence on behalf of Northeast, and his evidence will be from a policy perspective only and identify the types of costs that should be included in the comparison.

Mr. Gulick will not present evidence on any specific upstream costs for any particular leave to construct application, because he doesn't know the particular specifics of Union's reinforcement program, nor about its gas costs.

Rather, Northeast will be requesting that, in the Board's decision on this policy phase, it find that the types of costs that Mr. Gulick identifies are relevant for comparison purposes when evaluating alternatives to serve these rural communities and to direct Union to update its evidence to reflect these costs, prior to hearing the evidence on the leave to construct application itself.


And I might add, given Mr. Cass has indicated that Enbridge will be bringing forth an application sometime in the future to serve some 40 communities, I think it would also be helpful if that decision was on a more generic basis, to apply to that future application as well.

MR. QUESNELLE:  Thank you, Mr. Wolnik.

Okay.  Mr. Charles Keizer?
Submissions by Mr. Keizer:

MR. KEIZER:  Confusing.  Thank you, Mr. Chair.  Let me just -- I guess maybe I will deal with them in reverse order.  Perhaps that is the best way to do it.

So with respect to Northeast Midstream's proposal, the concern that Union has is that the applications with respect to the leave to construct themselves are all greenfield.  They're not currently served by any utility or by Union.  And, in effect, we're coming forward with a leave to construct.

My friend from Midstream, Northeast Midstream, effectively is a provider of LNG, which is an alternative to building that pipe and carrying out that leave to construct.

Whether or not LNG or compressed natural gas would actually be beneficial is really something that depends upon the nature of the community, how far away it is from a distribution source, how far away it is in terms of accessibility, reliability of LNG relative to the pipelines, and also cost comparisons, because all of those issues will vary on a case-by-case basis in terms of how you get LNG to a particular community.

So it would seem to us that the appropriate place to actually consider LNG as a comparator is actually when there is a clear application before you on a leave to construct with respect to this is what it is, the cost to serve this community and is it the least cost service to this community in respect of a pipeline or is there some other way in which this community would have gas.


And that, in our submission, is the way that LNG really fits into this.  Instead of considering LNG costs in a generic sense and then, say, go update the -- you know, let's deal with them again on the leave to construct, they're appropriately dealt with on a case-by-case basis and should really be considered within each particular leave to construct application.  And if my friend wants to introduce evidence at that time with respect to the way the costs should actually be calculated and based upon the actual evidence for serving those communities or that community that's before the leave to construct, then he is clearly free to do so.

I don't think it -- Union doesn't believe it fits within the context of the generic approach which the Board is trying to embark on today.

MR. QUESNELLE:  Let me put something to you on that, Mr. Keizer.

If -- and the Board has made its determination that we're going to approach this in a staged fashion and that the leave to construct applications would be considered in the context of our determinations on the funding, so if we get to that point, we would have a decision.  And let's, for, you know, discussion purposes, say that we accepted Union's proposal as is, so you come to a leave to construct.  The desire is there.  The dollars are known as to what the costs are going to be.  Are you suggesting that it's at that point that then there would be a cost comparison to another manner in which we would approach this?

MR. KEIZER:  Well, part of what you've approved in this portion is how Union would fund its leave to construct.  There would be cost consequences associated with that particular one project.  Because you have to be clear.  What Union has done in its evidence in this proceeding as I understand it is actually put forward costs which are based on a worst-case scenario.

Assume all of these projects go into service in year one, and that then throws off kind of a maximum cost consequence.  Obviously they're not going to go into service in year one.  There are going to be specific projects, four of them, that leave to construct will be sought.

So at that time there will be a leave to construct made.  There will be costs associated with that leave to construct.  And part of what you would be considering in the context of that from a public interest perspective is, is this the least cost alternative with respect to this?  In other words, if there's another way in which this community is going to be served with gas, is the pipeline the best way to do it?  Is there another way to be doing it?  Should we actually approve the pipeline on this basis?

I'm assuming that my friend would probably at that time, as he would, as I think he has indicated, appear in that proceeding and say:   This is what LNG costs and, therefore, it is a competitive alternative to the pipeline.

You would actually then have the specific costs and details with respect to the costs of the pipe, the costs of the project, and it would be a comparison of the project cost.  And then obviously the rate impacts would factor into what that meant in terms of the individual customers.

MR. QUESNELLE:  What if the Board were to take a look at the proposal that you've brought forward and the main, let's say, not a tipping point but the departure from the conventional funding that is in the proposal is to take current ratepayers, funding from those ratepayers, and use it to finance or to offset the costs of a stand-alone project.

So that fundamental issue, the fact that there may be no need to do that in a -- if they were to, through the use of another technology, come into play at the beginning.  And I am just playing devil's advocate as to what the notion would be there.

If at this point we're looking at fundamentally altering the funding mechanism and someone comes forward and says, well, no, there is no need to do that, I've got a better way....

MR. KEIZER:  That is hard to predict in some ways because, you know, obviously we don't have all of the information in front of us.  But I guess what would be happening is, the way I understood Northeast describing what it would do is it would be describing the nature of the costs that LNG and how those LNG costs should be calculated in this process.

The ultimate calculation is still going to happen later on.  So even if -- so I don't know if you would have the ability, necessarily, to say, we've adjudicated on the basis of what Union's proposal is.  We've made changes to it.  But somehow you are now going to make a decision with respect to the methodology by which you, or the means by which you would calculate LNG costs, which is as far as I think my friend would go this this proceeding.

So I am not sure how those two things fit together, to be honest with you.

MR. QUESNELLE:  Mr. Wolnik?

MR. WOLNIK:  We agree with Union, that the specifics of any project, the specific comparison, should be done at the time of the leave to construct.

What we're looking for here, though, is just a policy determination from the Board as to what costs are relevant.

I think what I tried to suggest before is, it's not necessarily the cost of LNG, because it's going to be offered on a competitive basis.  It's really the internal costs that Union has, how those -- how serving an incremental community will impact WACOG and how it will impact distribution rates from, for instance, a Dawn to Parkway expansion.

We know that those things are occurring.  They're occurring in a big way.  There are some fairly significant rate increases as a result of this growth on Union's Dawn to Parkway system.  Those costs really aren't -- they get reflected in the distribution rate.

So to the extent that incremental capacity is being added to serve those, those costs kind of get ignored because Union is just identifying the specific costs of the incremental costs to serve the facility essentially from the city gate forward.

So we think there should be a broader determination at this time on the types of costs that should be included, but we absolutely agree that you know that, you know, the time to do the detailed comparison is at the leave to construct.  We just think it's inefficient to have to appear at every leave to construct application in order to argue the generic costs comparison.

I think, moreover, the application that Union has made, as I understand it, not all projects will necessarily result in a leave to construct application.  So in those circumstances, there will be no comparison, no opportunity for comparison.

So that's why we think that, if we can develop some sort of policy statement in terms of the types of costs, internal costs, to Union for servicing via a pipeline lateral, if you can make a determination at this stage what should be included, it would be far more efficient, and I think it would serve the public interest.

MR. QUESNELLE:  So your evidence would assist the Board in understanding or in considering the costs that Union has put forward in this case.  You have no quarrel with the notion of the funding methodology or who's paying or who's contributing or anything along those lines?

MR. WOLNIK:  We may support that, but I think our primary evidence will be related to the types of generic costs that ought to be included in the comparison.

MR. QUESNELLE:  Thank you, Mr. Wolnik.

MR. CASS:  Mr. Chair, if I might?


MR. QUESNELLE:  Yes, Mr. Cass.
Further Submissions by Mr. Cass:


MR. CASS:  Thank you.  I'm a little concerned on behalf of Enbridge about the scope of where this could be going.  I understood that what the Board had under consideration at this stage of proceeding was potential funding approaches.  To the extent that matters stray beyond that, again, the concern I'm expressing on behalf of Enbridge is that the scope of this proceeding expands and that eventually means concerns about timing and process.

To the extent that there is something that goes to the funding approach from this discussion and, of course, it's completely relevant, to the extent that the discussion is about, from a cost point of view, what is the best way to get to customers, that, again, is something that is normally considered in particular applications.  What is the -- there's a number of things that would be considered, but one would be the lowest cost approach of serving customers.

What I'm missing in this discussion about the cost is how this discussion at this point in time would affect the funding approaches, which is what I thought we were going to be talking about in the first phase of the case.  How is the funding approach going to be any different depending on what the Board thinks about LNG?  Is that not really something that comes into the consideration of the most cost-effective way of serving in a particular application?

MS. SPOEL:  Well, Mr. Cass, I think what Mr. Wolnik was suggesting is it wasn't a comparison with LNG.  It was a question of what costs were being included by Union.  And wouldn't it make sense, if you're looking at a funding mechanism, to know how much funding is going to be required?  And wouldn't the costs that are included in the calculation help us to understand the extent of the funding that might be required to make up the difference?

MR. CASS:  Yes, Ms. Spoel.  I understand what you're saying, but it strikes me that that's a very case-specific issue that you're referring to, how much funding could be required, and that, in fact, was one of the points specifically addressed in Enbridge's filing that, you know, these communities that they're looking at -- and, by the way, it's not an application that will necessarily be coming forward for 40 communities.  Enbridge is looking at roughly 40.

But the funding situation is very different amongst -- sorry, the cost-effectiveness is very different amongst the communities.  So to start getting down into the level of costs and, you know, what's the appropriate funding mechanism based on a detailed assessment of the level of costs, to me, becomes very case specific as opposed to a more broad, principled consideration.  Just a comment that I wanted to offer.

MR. QUESNELLE:  Thank you, Mr. Cass.

Mr. Charles Keizer.
Further Submissions by Mr. Keizer:


MR. KEIZER:  Well, yes.  To follow on from my friend's point, I mean, the methodology by which someone provides gas, whether it's by LNG or by way of the pipe, I don't think necessarily changes the funding mechanism.

I think it goes to the fact that, if you're going to consider costs, then it's appropriately considered in a leave to construct proceeding as opposed to the more generic proceeding with respect to the mechanism that Union's proposed.

I'm not quite clear on the costs that my friend refers to.  I mean, ultimately the idea is effectively say, "This is what it costs to serve these customers in this community," and any other costs that are associated with WACOG or other elements that form part of those rates are already going to be included in those rates.  But those, at least, are Union's concerns with respect to Northeast Midstream's evidence.

If I could turn to Enbridge for a moment.  There's no issue from Union's perspective in regards to Enbridge's letter as it relates to Enbridge's desire to make commentary on the application of what's called the TES and other elements of this particular aspect of the funding.  I think what Union is somewhat concerned about is that this is an application made by Union Gas for a specific proposal by Union Gas.  And as such, as the applicant, it bears certain consequences, and it bears a burden in respect of that application.

The evidence, if it does come forward from Enbridge, shouldn't be necessarily about what Enbridge intends to do.  It should be areas in which it has commentary or consideration of Union's application.  That of what Enbridge intends to do should be borne in its own application for its own consequence and own burden it has to bear in establishing what that is.  This is not one in which we're here to clear the road for Enbridge.  It's really about the fact that we have a particular application, and the commentary should be related to that application.

We don't have any particular concerns that -- without having seen the evidence with respect to the Canadian Propane Association.  We understand that their evidence goes to the nature of particular ingredients within conversion and other aspects, and so I don't think we have any particular concerns with respect to that.

On the EPCOR --


MR. QUESNELLE:  Mr. Keizer, Mr. Richmond.

MR. RICHMOND:  If I could just take this opportunity just to chime in on the previous discussion.

MR. KEIZER:  Actually, can I finish my commentary and then maybe --


MR. QUESNELLE:  We're going to have another round, Mr. Richmond.

MR. RICHMOND:  Very well.  Thank you.

MR. KEIZER:  Just to deal with EPCOR, and then obviously parties can have whatever comment, and it may be in terms of the discussion.

Our concern with EPCOR is -- and my friend started his commentary by saying it's on a narrow issue.  But I don't believe it's a narrow issue, if I look at the letter that was actually filed today and, in particular, some of the issues that that intends to raise.

It, in my view, is an effort to make this a proceeding which is an application based on a particular form of funding and an ability to achieve community expansion and turn it into more of a generic process which it fits within the context of a business model that EPCOR wants to pursue and that there's a desire to expand it to include various generic issues, whether it's a reconsideration of how franchise agreements are entered into through a competitive process and a RFP process -- which is not part of our commentary.  That is obviously, I think, an element of public policy which extends beyond the application that Union considers -- or whether it deals with the terms and conditions that would exist within a franchise agreement, which is tied to that existing or that proposed generic issue.

The real narrow issue is, quite frankly, I think, only one of a legal question, which is whether the Board has any jurisdiction to enable cross-subsidization between utilities -- not between customers, but between utilities, if EPCOR was to pursue and be the distribution utility for the South Bruce or any other franchise area and whether or not that is permitted from a legislative perspective or from just and reasonable rates.

And so, if I look at my friend's letter, he has a series of issues that he would propose to deal with, which in my view would be a fine issues list if this was an EPCOR application.  But it is not an EPCOR application.  It is Union's application in a very specific framework.

And of those issues, 1 and 2, which relate to the jurisdictional question, I think to the extent that my friend wants to argue that in final submissions, that is an issue that would be considered from a legal perspective.

But the remainder of the issues really deal with this concern about changes to public policy as to whether a competitive process should or shouldn't be done, or whether or not there are some kind of conditions or modifications that were required by the franchise.

My friend has also talked about a fund and whether or not there is a fund available.  There isn't a fund with respect to existing customers.

What is happening is, as a community gets attached, you know, part of the proposal is you're going to get funding from those new customers through certain charges.  There's going to be funding from the municipality through certain -- another mechanism, and then ultimately there's a deficiency and that deficiency gets reallocated through rates to all other customers.  There's no pot of money that's available that can be taken and used by other utilities.  It's simply just a reallocation of the costs that existing customers have.

There is no deferral account for existing customer costs and there is no fund of money.  So just to be clear in terms of what the application is actually doing.  And, ultimately, with communities scattered throughout time, in terms of their ability to connect or attach.

So, in my submission, the EPCOR proposal is overly broad and out of scope and I think is also, I think, the concern is how do you consider subsidization of other utilities without actually knowing what the degree of subsidy would be, what the cost consequences of that would be or otherwise.  And that is clearly not within your scope to consider based upon your procedural order as it is to date.

Obviously, the challenge we have is, we haven't seen the actual details of the evidence.  These are our concerns that we expressed based upon the letters that have been received by the Board.

Obviously if there are comments without prejudice to raising concerns of relevancy later on, once we see what the evidence actually says.

But with respect to the letters that we've seen and what we've heard this morning, I think those would be the concerns that Union has in respect of the scope.

MR. QUESNELLE:  Thank you.  Just from a process perspective, what we intend to do here, we designed today to hear from those who are proposing to bring evidence in the context of attempting to stage this to determine what evidence is required and would be of assistance to the Board for the funding mechanisms.  And that's the conversation we're having now, and I think we are gaining some headway on this.

There will also be an opportunity for other intervenors to weigh in on the conversation they've heard.  So that will be coming, so be prepared for that if you have any concerns you want to raise.

But it is not an opportunity for opening arguments here.  We're looking at this from a perspective of:   What evidence would be of assistance to the Board?  You've heard the descriptions of the evidence.  And at what stage?  And I think that is the main concern that we have, and it is what today is designed for.

So if you would keep your comments focussed on assisting the Board in that context, that would be helpful.

And then the last word will be for you, Mr. Keizer.  Mr. Charles Keizer.  Mr. Richmond?

MR. RICHMOND:  My colleague has advised me that what I was going to say isn't really relevant to this, so I will pass.  I take her advice.

[Laughter]

MR. QUESNELLE:  Thank you, Mr. Richmond.

MR. GORDON KAISER:  Mr. Chair, can I respond to Mr. Keizer's last point?

MR. QUESNELLE:  Yes, Mr. Kaiser.  And if your microphone is on, please.

MR. GORDON KAISER:  It was.

MR. QUESNELLE:  It was?  All right.  Sorry.

MR. GORDON KAISER:  It was on.  I will call him "Young Keizer."

[Laughter]
Further Submissions by Mr. Gordon Kaiser:


MR. GORDON KAISER:  He says this is Union's application.  It's actually not Union's application.  If you read the Board's letter of February 18, it says the Board invites parties with appropriate financial and technical expertise to propose one or more plans for natural gas expansion.

Now, Union has brought this application, so in the strictest term they are the applicant.  But this is not a garden variety rate case.  That statement made something and parties came who had the appropriate financial and technical expertise, including a $6 billion utility from Alberta.

So I don't think everything gets ruled out of scope if it isn't something that Union wants.

Your plan here, as I read your letter of February 18, is to listen to different proposals.  And I agree with the points that have been made that, let's stick to the funding proposals before we get into other stuff.

MR. QUESNELLE:  Okay.

MR. GORDON KAISER:  Thank you.

MR. QUESNELLE:  Thank you.  And I won't call you "Old Kaiser."

[Laughter]

MR. QUESNELLE:  Okay.  Anyone else from the -- Mr. Mondrow, I will just ask for any one of the intervenors that wanted to speak to their evidence.

DR. HIGGIN:  No evidence, no.

MR. QUESNELLE:  Okay.  Mr. Mondrow?

MR. MONDROW:  Thank you, sir.  A very interesting discussion.

I wouldn't go as far as the Mr. Kaiser on your left.  I don't think this is a wide-open policy examination.  The Board could have proceeded that way, and it didn't.

However, I do agree with Mr. Kaiser to the extent that reference should be had to your February 18 letter.  And in that letter, as I fairly read it, the Board's invited proposals in respect of flexibility relative to the EBO-188 guidelines to facilitate the Ontario government's policy for expansion of gas supply to heretofore unserved, and uneconomic under the Board's standard tests, expansion to those communities of natural gas facilities.

And so the Board has invited creative approaches to community expansion.  And this Panel, like it or not, will be extending the Board's policy in that respect.

And while it is trite to say that future panels won't be bound by this Panel's decision, I think it would be disingenuous to suggest that future panels will not be heavily influenced by this Panel's decision.  And I think that is a responsibility, with all due respect, that the Panel has to accept, the Board having invited proposals in respect to flexibility and Union having brought forth the first such proposal, and one that departs in many significant and material respects from the Board's policy.

IGUA's concern is to ensure that the record is complete in respect of information on costs and risks to existing ratepayers, and Union has brought forward a proposal that proposes to fundamentally change the balance of the allocation of expansion costs, risks, and benefits.  
And that's what the Board has under consideration in this application, is that fundamental adjustment of its existing expansion policy.

It does not, in our submission, lie in Union's mouth, nor in Enbridge's mouth for that matter, to now -- Union having brought forward an application that would fundamentally alter that balance and Enbridge indicating that it will bring forward a similar application and wants to actively participate in this application -- to comment and opine on the same proposals.  It does not lie in the mouths of those utilities to now seek to narrow the scope of inquiry in this application.

And with that background, turning to the evidence that's been proposed in particular, in respect of Enbridge's evidence, IGUA is very interested, having read Enbridge's letter, in information on costs to existing ratepayers, be they Union ratepayers or fairly soon proposals in respect of costs to Enbridge's ratepayers.

If Enbridge is going to support these mechanisms and will have several hundred million dollars' worth of cost impact when it bring forward its own applications, we would like to hear about that before the Board sets a new policy course.

In respect to Northeast Midstream's evidence, it was pretty clear to me that what Northeast Midstream is talking about is the additional economic impact on existing ratepayers of these expansion proposals, that is, the upstream costs that Union has not evidenced, that Midstream would like on a generic basis -- and I underscore generic basis -- to evidence.

Mr. Wolnik's been very clear that their expert will not attempt to parse Union's upstream costs, but rather will seek to identify for the Board the categories of upstream costs that, in the expert's view, would be impacted by community expansion of the scale being proposed by Union and the scale that will be proposed, as Enbridge will evidence, by Enbridge.  And to us, representing existing ratepayers, that is relevant and material and the Board should consider that.

In respect of -- and I might add that Northeast Midstream's evidence goes to the nature of the cost analysis that the Board should consider if it's going to revise its economic tests and parameters for community expansion, and we believe that that is relevant.

In respect of the evidence proposed by the Canadian Propane Association, from IGUA's perspective, that evidence will go to the risks to existing ratepayers under Union's proposal and the proposal that apparently Enbridge is supporting in the sense that, if the conversions don't happen as forecast under Union's proposal, existing ratepayers will bear those risks because there's an alteration of both the funding and collection mechanisms and the economic tests that Union has proposed, and those are pretty fundamental changes being proposed.

And in respect of EPCOR's evidence, Union supports expansion.  It opposes subsidies through rates on a policy basis, and on an evidentiary basis, it's our understanding that EPCOR's evidence will at least in part seek to address the economics of Union's proposals, although I'm not entirely clear on precisely which aspects of that evidence will address that, and I think I will leave it -- in respect of EPCOR, I'm going to leave it there.

So certainly in respect of the Canadian Propane Association, Enbridge, to the extent it's going to provide more information on potential cost impacts of this policy shift in Northeast Midstream, IGUA supports the evidence as it's been proposed, and we don't -- I don't believe, listening to the presentations here today, that any of that evidence treads on to specific projects.  I think Northeast Midstream has been very careful and clear about that, and I think attempts by Union and Enbridge to unduly narrow the scope of this inquiry should be resisted by the Board.  Thank you.

MR. QUESNELLE:  Thank you, Mr. Mondrow.

Ms. Fraser, do you have anything?
Submissions by Ms. Fraser:


MS. FRASER:  Representing BOMA as ratepayers, I heartily concur with IGUA in terms of the concern about changing the fundamental economics and philosophy.  The discussion so far today has been more about how do we get our share of the subsidies from the existing customers rather than if that is the appropriate way to do it.

What we're essentially talking about are -- there's two little mechanisms that Union has suggested in terms of the TEC and the ITE and so on, and, you know, I think they've done a good job of demonstrating where the benefits that return to those groups, whether it's the individual customer that gets to convert to gas in terms of their bill savings or whether it's the municipality that develops an improved competitive position relative to their current situation not having access to gas.  But the lion's share of who is paying for this is the existing customers, and one of the things that is not included in the evidence is the fact that the mechanism by which this is going to be paid for attracts the HST.

So every number, in terms of that subsidy, whether it's a subsidy from existing customers or an actual payment for future benefits from existing customers or municipalities, will attract an additional 13 percent.  In this case alone, we're talking over $18 million additional government revenue from the HST, some of which, of course, goes to Ottawa, some of which of course goes to the province.

The province has essentially asked ratepayers in this case to operate as taxpayers.

MR. QUESNELLE:  Ms. Fraser, just a reminder that we --


MS. FRASER:  We're not doing argument.


MR. QUESNELLE:  We're not doing argument.

MS. FRASER:  I guess, actually, my position is we need evidence on alternative funding mechanisms, plural.  What we have is one suggested mechanism, and I don't think it's broad enough to make any decisions on.

MR. QUESNELLE:  But BOMA is not intending to file any evidence on those alternatives?

MS. FRASER:  No.

MR. QUESNELLE:  Thank you.  Dr. Higgin?
Submissions by Dr. Higgin:


DR. HIGGIN:  Thank you, Mr. Chair.  First of all, we agree substantially with Mr. Mondrow's submissions, but we have a slightly different angle that we would like to bring to the Board.

First of all, this application that Union has filed is proceeding via exemptions, keyword, to EBO-188 and specifically the guidelines, including section 4 of those guidelines, which deals with connections and aid to construct.  That's the nature of the application.

But, as Mr. Keizer has said, Union's application is specific to these communities, but I think we can all say that, in fact, the generic aspects will be in play in this proceeding regardless if you try to keep it specific or not.

So the question I think is that Union hasn't provided some of our technical responses, but from the letters we have seen this aspect, and that is that they are proposing a review, in essence, of aspects of 188 guidelines in order to grant these exemptions that's also in play in the application rather than just asking for an exemption, period.

So our concern is that it's not clear whether there should be a generic review of those 188 guidelines as opposed to specific exemptions being granted in the application.

MR. QUESNELLE:  But, Dr. Higgin, the evidence that has been proposed, are there elements of that that you feel should be brought forward at this stage and others that it is premature or...

DR. HIGGIN:  Well, I can go through the specifics where Union, in its evidence and its IRs, have said that they are -- they want to proceed with a generic review of 188 guidelines in evidence.  They've said that.  On the other hand, the application, as I said, is framed in the context of an exemption framework to those guidelines.

MR. QUESNELLE:  Understood.

DR. HIGGIN:  So that's the issue that we're very concerned about, because we believe any generic review of 188 should be much broader, and all of the aspects should be considered, and a broader group of participants, as in the first case when that was developed by the Board, should participate.  That's our concern.  Thank you.

MR. QUESNELLE:  Understood.  Thank you very much.  Mr. Wolnik?
Further Submissions by Mr. Wolnik:


MR. WOLNIK:  I have two additional comments.

First, Northeast supports EPCOR's request that new LDC entrants shouldn't be disadvantaged as a result of Union having exclusive opportunity to seek cross-subsidization from its existing customer base.  The Board should support competition, and by preventing new entrants from access to these other cross-subsidy funds, it prevents new entrants from coming into the market.

I think what is interesting in this particular proceeding, since Union actually filed its application, EPCOR has indicated that it is working with South Bruce to service that community, that Union has subsequently found a $29 million reduction in capital costs to service that community.  So that may be evidence that competition is already working here.

MR. GORDON KAISER:  Maybe too much competition.

MR. WOLNIK:  And with regard to the Canadian Propane Association's evidence, we support their position to file the evidence that they requested for similar reasons to Mr. Mondrow.  Thank you.

MR. QUESNELLE:  Thank you, Mr. Wolnik.  Mr. Buonaguro.
Submissions by Mr. Buonaguro:


MR. BUONAGURO:  Good morning.  Generally speaking, and trying to stay specifically on topic, CCC supports this filing of all four bits of evidence from the four different parties.  I would say, generally speaking, it's interesting to us how they've fallen into sort of the four categories of issues that are going to be dealt with, I think, at the high level by the Board in Phase 1 of the proceeding.

The Northeast evidence is talking about the costs of the projects, and I'm looking at the evidence.  As I understand it, what they're suggesting is that the gross capital costs generally for the projects are understated for various reasons, and they're going to provide evidence on that, and that's evidence we would like to see.

With respect to the CPA evidence, they're speaking about the revenues that are supposed to be generated by new customers in order to support the new projects and suggesting, I think, that they're understated -- or, sorry, that they're overstated.  And, again, that's an important bit of evidence for us to look at.

With respect to the EPCOR evidence, we see and certainly can acknowledge the problems that they're suggesting they're going to have with competing for some of these projects if the funding request is granted in any significant way.  I would point out -- and I'm just looking at appendix D of the application -- when Union talks about I think it is now 29 projects that are at play in the near future, at a total capital cost of $135 million, $66 million of that is for the one project.  It's for the Kincardine project.

So over half of the immediate projects, the immediate capital that Union is looking to put in for projects, is the one project that is clearly subject to a competitive process.


So I think that is an important part of the evidence.  
Lastly, with respect to Enbridge, we think it is an important piece of evidence basically because it provides a scope, a helpful scope for what is the provincial outlook on the infrastructure needs across Ontario.  How much money, generally speaking, are we talking about?  And that puts in context the different external funding mechanisms, which I don't think have come up today, which are the announced provincial funding through grants and loans to see how much -- how much shortfall there is between external government funding and what is actually needed for the projects across Ontario.  Who is competing for those funds, essentially.


So I think this is an important scope issue that should be before the Board when looking at the funding mechanisms going forward.


And lastly, and specific to Enbridge, and this is more a question:  We understand that Enbridge is going to file a separate application.  We understand that it's going to be similar in nature with respect to the types of, I don't know if you want to call them exemptions to EBO-188 or funding mechanisms in order to facilitate the projects, it is going to be similar in nature.


One of the questions, though, in my mind is whether that, the findings in this case are going to be binding on Enbridge, having participated in the process, or are we looking at a second separate process to either confirm or haggle over the mechanisms once they're decided in this case.


I think that is sort of up in the air.  It's an issue that we thought we would raise.  I don't have a solution for it, but...


MR. QUESNELLE:  I appreciate you raising it though, Mr. Buonaguro.


Can I ask you, and specific to EPCOR's proposed evidence on the RFP process and the benefits of it, the same question I put to Mr. Kaiser that, what, in this application, we would do with a finding one way or the other as to whether or not a RFP process is the preferred model.


MR. BUONAGURO:  I think I would have to agree with the implication or the inference that that may be beyond what's necessary for this Board to decide.


The issue in this case is -- or one of the basic issues is what happens when a regulated utility comes forward and looks for a funding mechanism that includes using its existing ratepayers and its access to existing ratepayers to fund capital projects which, on their own, are not economically viable.


And I think EPCOR has quite properly intervened to say:   No, there are issues with that because it hampers our ability to compete for that same project base for the reasons they have stated.


The secondary question you're talking about is:  Well, how are we going to award those projects?  I think at a minimum that sort of comes at the leave to construct phase, maybe it is phase 2 of this proceeding, because there are projects at play, although I don't know if there is a competition for those projects.


And maybe that is the issue.


Again, there's -- at appendix D, I think there is a total of 103 projects listed.  I have no clear sense of which ones of those are subject to real competition versus ones which are waiting for someone to come along with a government grant, for example.


The obvious issue and the one that is in play in this proceeding obviously is Kincardine.  Is anything in this proceeding going to definitively tell Union that it has Kincardine as a project on its list?  Or is there going to be a separate leave to construct for Kincardine and is somebody going to intervene in that?  Or should there be an application for any viable project for competition that says anybody -- like almost an open season?


That's an interesting question.  I don't know if it has to be determined in this case.


MR. QUESNELLE:  That's very helpful, thank you, Mr. Buonaguro.  Ms. Girvan, do you have anything?


MS. GIRVAN:  Nothing.


MR. QUESNELLE:  Sorry.  Anything in addition.  No, that's fine.  Mr. Rubenstein?

Submissions by Mr. Rubenstein:

MR. RUBENSTEIN:  Thank you very much.  We support generally the comments made by CCC and IGUA and others.


We think all four pieces of evidence are incredibly important and the Board should err on the side of having a broader than more narrow scope.


And I would just put the cost consequence context this way:   We have Union's proposal that comes to a capital cost of roughly about -- of its -- outside of its five but it is sort of identified 30, 29 projects now, that it plans at some point over a period of time to bring forward before the Board of about $135 million.


In Enbridge's letter that it filed, it says its 40‑some-odd projects that it has identified come to about $817 million.  So we're looking at close to a billion dollars over some period of time for community expansion projects that would not normally meet the Board's EBO-188 test and, thus, existing customers will have to provide a subsidy to.


And I think that sort of broader context is important of why the Board should look at a more broad scope of the sort of general policy than a narrow scope.


I do want to comment just quickly on the EPCOR evidence specifically, because it has had a lot of discussion today.


I am not sure the Board at any point needs to ever make a finding that a RFP is a best possible mechanism for ratepayers to determine who should be given or how a community should go about determining who should serve its residents.  But obviously understanding the benefits of it helps inform EPCOR's view, as well as, I think, the ratepayers and the Board, of what is the exact impediments that actually will occur if an RFP does provide all of these benefits.  Then understanding how Union's proposal acts as an impediment to being able to do that allows us, probably not in a quantified way but in a qualitative way, to have a sense of what are the actual harms and how those balance out against some of the benefits of Union's proposal.


I would also just make this comment of why I think Enbridge is important to be part and their evidence they will file.


Well, EPCOR and Mr. Kaiser will be, I assume, taking the position that they should have access to the same funds.  The question is:  Well, from who?  Is it Union's ratepayers that they should have access to these funds, or should it also be Enbridge's ratepayers, that they should have?  If it is an underserved community, it is not clear whose access of the funds they should.  And it also brings a broader question:  Who should be subsidizing, if Union's proposal is that its existing ratepayers should subsidize its expansion?


But if the broader context is to help create regulatory flexibility to serve under -- areas of the province that don't have natural gas service, the question is, should it be all natural gas ratepayers in the province which, regulated by the Board, are primarily those of Union or Enbridge?  Or should it only be Union's for Union's projects and Enbridge's for Enbridge's projects?


Having both of those and having a sense of what are the upper bounds of the projects that they're both planning or looking into will allow the Board to look at sort of the -- to identify how that could work in the broader -- what are the broader rate impacts of either of those potential possibilities.


MR. QUESNELLE:  Thank you, Mr. Rubenstein.  Mr. Janigan?

Submissions by Mr. Janigan:

MR. JANIGAN:  Thank you very much, Mr. Chairman.


VECC also is in agreement with much of what has been said by counsel from IGUA and Energy Probe and CCC and SEC.


And, in general terms, we think it is impossible to quarantine the issues that are associated with approval of the exemptions that are sought by Union to simply the facts upon which Union has brought to bear on this case, principally because of the implications of the funding mechanisms that have been brought forward and their potential impact on all stakeholders in the system.  In particular, both those stakeholders that are in the areas that will now -- would be served by the application and those that would not be served.


VECC's representation has been present at the creation of EBO-188 and, as well, associated with the creation of the high-cost serving areas portable subsidies that are available and telecommunications.


And it is certainly a process which was required to have input and evidence on a variety of different issues, in particular what is actually required, what is going to be the impact on all stakeholders and what, in fact, are the alternatives to any mechanism that's proposed.


And we believe that, in the context of this application, it would meet the standards of greater efficiency if the Board, in fact, allowed the evidence to go forward of the four parties that have suggested the same, in order to determine some of these issues and to ensure that whatever is fashioned in this application in terms of funding mechanisms to allow projects to go forward, or at least setting the parameters that may or may not allow the projects to go forward, is easily applicable to other exemptions or other proceedings that are brought forward to serve these communities.


And certainly from the standpoint of VECC, we see some parallels here to our position with respect to the relief sought for low-income electricity ratepayers, and our position in that particular proceeding was that it is important to emphasize the issue of connectivity throughout networks and that, in fact, the utilities should err on the side of connectivity.


So without disclosing our ultimate position with respect to this and particularly without a thorough examination of the costs and the alternatives, certainly we'll be advancing a position that will support the issue of connectivity provided that the costs and the impacts are reasonable to all stakeholders.


So, in general terms, yes, we think the inquiry should be as broad as possible without unduly canvassing issues that may be particular to other applications for extending their networks to unserved areas.


MR. QUESNELLE:  Thank you, Mr. Janigan.  Mr. Rodger.

Submissions by Mr. Rodger:

MR. RODGER:  Thank you, Mr. Chairman.


My clients, the three municipalities, Kincardine, Arran-Elderslie, and Huron-Kinloss, are not filing evidence, but we do support the evidence being filed by the other intervenors that were described earlier today, and there's no need for me to repeat that.


In Procedural Order No. 2, in paragraph No. 2, we had interpreted part of the rationale for the day is that this would be a chance for parties to explain their interest and identify their issues in the words of the Board.  And I know my clients would very much like me -- as potential consumers -- to have an opportunity to briefly provide some context, because I think if you can hear the – what has kind of brought these three municipalities to this point, I think that's going to help you in your evaluation of the evidence.  So if I could just take a couple of brief moments to provide some context.


MR. QUESNELLE:  That would be helpful.  Thank you.


MR. RODGER:  Our clients have, first of all, a direct interest in the application because we are three named communities for this expansion.  But their interest in gas expansion extends back about four years previously.


As Union acknowledges in its application, Kincardine is the largest community in Southwestern Ontario that doesn't have access to natural gas.  Union's lines go to the north of the communities and to the south.  We're kind of the hole in the doughnut without gas.  And this has been a very serious ongoing economic disadvantage for the community.  It's estimated that tens of millions of dollars in extra annual costs result because of this to farms and businesses and residences.


So a year ago, these three communities prepared a business case on the economics and feasibility of gas expansion.  That was released about a year ago.  It was a public document.  You can find it on the municipality's website.  As a courtesy, I sent it to Board Staff and to a lot of my friends in the room here today, stakeholders.


And that, of course, was before the time of the Union proposal, about the same time the province announced this $230 million of funding, a combination of loans and grants.  And, again, as Union notes, the criteria haven't been established by the province yet for that funding.


So earlier in this year, the three municipalities instructed me to launch a competitive RFP process to solicit potential suppliers of natural gas to the communities.  And as Mr. Kaiser Senior mentioned, we got proposals from six different proposals, of which the municipalities selected EPCOR.


Since then we have had public information sessions in all three communities to kind of describe the OEB process, the leave to construct, allow EPCOR to introduce themselves.  They were very well-attended open houses, and the main message from the public was:   How fast can you get us gas to our communities?


So I thought that context might be helpful for you.  Now, in terms of the specific issues raised by the evidence, we want to first understand the real workings of the mechanism Union is putting forward, so the temporary expansion surcharge, the incremental tax equivalent, and other aid to construct charges.  To the extent to which this other evidence you have heard about illuminates those issues, we think that would be very helpful.


We also think that, if Union's application is approved, there is this -- or the new tools are approved, will it apply just to Union or to others?  This is a serious issue because, if the Union mechanisms are approved, that will certainly change the economics for the expansion to our communities.  If the mechanisms are only applicable to Union, then that's certainly going to impact the comparative economics of the EPCOR proposal.  So we also think that the decision in this case will impact the eligibility requirement for the $230 million of provincial funding.  So what I'm saying is that this case, we think there is a lot of interrelationships not only to Union, but to other potential participants and to the broader provincial funding.


We also would like to explore the new specific proposals that are going to impact municipalities, for example, the incremental tax equivalent.  This is kind of a -- in essence, municipalities collect taxes, property tax, for gas systems pursuant to the assessment act, and what Union's contemplating is that we enter into a commercial agreement with Union where we collect the taxes but basically rebate back to Union for a period of time to help offset the costs.


So we would also like to see this new commercial agreement.  We think it's something that the Board should also review if it's going to be standard and potentially province-wide for expansion.  So we think that should be part of the evidence that is put forward in this case.


MR. QUESNELLE:  Mr. Rodger, can I just ask you:  At this juncture, when we're looking at the funding mechanisms, can you draw the line for me on the connection with that, the Board reviewing that commercial agreement at this juncture, and how that would play in our decisions on the funding mechanisms?


MR. RODGER:  Yes.  So, again, the mechanism itself is this rebate mechanism for the tax, and the actual agreement would be how it would be implemented.  So because it's kind of a generic implementation, we don't have any sense that this would be a one-off contract for each leave to construct.  We think this would be the appropriate place to hear that.


MR. QUESNELLE:  Thank you.


MR. RODGER:  And I would just also add, again -- this is just simply for the Board's information -- that the approach that Kincardine and the others have taken for this request for proposals, it's certainly being watched by other municipalities.  Since we have made the announcements, I have been contacted by other municipalities that are considering potentially the same approach.  My advice has been to wait until we get this process concluded at Union.


But my point is that just because other municipalities haven't intervened in this proceeding doesn't mean that it's not a big interest to the province, and I just wanted to pass that along, that we certainly see this as an important test case in terms of establishing generic principles that will be applicable to other communities.


So I appreciate you letting me pass that along, but I know that was very important for these three communities.


MR. QUESNELLE:  Thank you very much.


Mr. Millar, do you have anything you would like to weigh in on?


MR. MILLAR:  Just very briefly, Mr. Chair.  I do remind you that Mr. Aiken is on the phone as well.  I don't know if he had anything to add.


MR. QUESNELLE:  Appreciate that.  Thank you.

Submissions by Mr. Millar:

MR. MILLAR:  But I think you have heard plenty from the parties, and there's not much I can usefully add, but it does strike me that, really, what we're talking about here are what are the appropriate issues in this case.  I don't think people have put it in that way.


But another way to look at it would be:  What is the issues list for this proceeding?  I know we don't have one, and maybe there won't be one, but it strikes me that whatever decision comes out of this discussion, presumably through a procedural order or whatever direction the Board provides, will set out what is in scope for this proceeding and what is not in scope.  And I think that would be helpful to all parties, because it's clear there's some level of dispute over what exactly is in and what is out.


So my suggestion to the Board would be, obviously, to keep that in mind in whatever direction follows, and I think that would make the proceeding go more smoothly going forward.  Those are my submissions.


MR. QUESNELLE:  Thank you.  I will ask whether Mr. Aiken has anything to add.  Are you free to speak, or do we have to take you off mute?


MR. AIKEN:  I think you can hear me.


MR. QUESNELLE:  Okay.  We can.  Thank you.

Submissions by Mr. Aiken:

MR. AIKEN:  LPMA supports the filing of the evidence from the four parties, and to make it short, going last, it's easier.


[Laughter]


We support the submissions of all of the other parties that have gone before us and, you know, we believe that the information from all four parties could be quite relevant in this proceeding going forward.  And I especially endorse Mr. Millar's idea of an issues list.  And then those are my submissions.


MR. QUESNELLE:  Thank you, Mr. Aiken.


Mr. Keizer, Junior.


[Laughter]


MR. QUESNELLE:  Oh, sorry. I had one other comment coming from Mr. Buonaguro.

Continued Submissions by Mr. Buonaguro:

MR. BUONAGURO:  Sorry.  I got a little confused from Mr. Rodger's submissions on behalf of Kincardine.


I heard that there was a RFP and that the RFP awarded something to EPCOR.  And I just wanted to know if he could clarify exactly what that is.  Because it sounded to me like they already have an agreement to provide natural gas to Kincardine without any of these funding mechanisms, so I am assuming that is not the case, but maybe he could clarify.


MR. RODGER:  Yes.  As a result of the process, EPCOR was selected as the preferred proponent.  And as Mr. Kaiser, Senior, has mentioned, we're in the process with EPCOR of going through and concluding a municipal franchise agreement, which we expect will be filed with the Board by the end of the first quarter, my guess.  Then thereafter EPCOR would make a leave to construct application.


But my point about the new funding mechanisms is that, if they were -- you know, we are supporting funding mechanisms but, if they just applicable to Union and no one else, that will certainly change the economics of the EPCOR proposal.


So that's -- as I say, there's been nothing definitive.  We've selected a preferred proponent.  We're working through the process, but certainly the outcome of this case could in fact have big implications for the overall economics of EPCOR or anybody else, and we also think there is going to be direct implications with the eligibility requirements of the provincial funding.  And I think that is consistent with Union's evidence which has said they believe the province wants parties to exhaust areas of regulatory flexibility and only thereafter go to the province.


So that's why I said we think all of these things are intertwined in this case.  I hope that is helpful.


MR. QUESNELLE:  Yes.  I take it -- I am just trying to see where we are on this on the spectrum, the selection process.  You've selected a preferred, but there is no contractual arrangement yet at this point I take it?


MR. RODGER:  That's correct.  And the entire arrangement, and we've said this publicly at our public meetings, will all be contingent on EPCOR actually getting the approvals it needs from this Board.  But we are working with them to advance that application.


MR. QUESNELLE:  Understood.  Mr. Buonaguro?


MR. BUONAGURO:  That is helpful, actually.  I guess the key part there is contingent upon the approvals it needs.


So is there a listing of the approvals it needs?  Like if it is contingent on external funding of $65 million, then that's one thing.  Is there a listing of these contingent approvals that we can see?


MR. RODGER:  It's the Board's typical leave to construct and certificate of public necessity approvals.  And having a municipal franchise agreement in place.


MR. BUONAGURO:  So it is not contingent on any of the mechanisms in this case?


MR. RODGER:  No.  These were not known at the time we went through the process.  None of Union's proposals were known at the time.


MR. BUONAGURO:  I raise it only because it suggests that, for at least Kincardine, which is the biggest project on Union's list, somebody has made a proposal to provide natural gas infrastructure to them without any need for provincial or ratepayer funding.  So we're wondering why it is still on Union's list.


MR. RODGER:  Maybe I can clarify, because again we have been -- as I say, we had public meetings.  We took the parties through.


We do think -- that is, the three municipalities -- we do think that we are going to need part of that $230 million to make the project viable.


MR. QUESNELLE:  Mr. Rodger, when you say the $230 million, it is my understanding there is a $30 million portion grant, $200 million in loan?


MR. RODGER:  That's correct.  That's correct.


MR. QUESNELLE:  Okay.  Thank you.


MR. RODGER:  And the way that we have portrayed this to the public in the three municipalities, we would like to see that money go towards conversion costs.  But when we've met, as you can imagine, several times with everyone from the Premier's office to the Ministry of Infrastructure, the bottom line at this point is that we're encouraged by the meetings but we have no commitment from the province we're going to get funding.  And, in fact, the province has not itself established the eligibility criteria.


So as I say, this is really detail that will come out when EPCOR does file its leave to construct, but certainly the decisions that happen here will have ripple effects for both EPCOR's application and our ongoing discussions with the province of Ontario.


MR. QUESNELLE:  Thank you, Mr. Rodger.  Mr. Buonaguro?


MR. BUONAGURO:  Well, I mean, I guess it supports one of the reasons why we would want to see EPCOR's evidence in terms of how it is able to compete now and how it may be unable to compete if these mechanisms are put up against it.  But, I mean...


MR. QUESNELLE:  I don't know that that is the nature of EPCOR's evidence, Mr. Buonaguro.


MR. GORDON KAISER:  Can I just comment on that, Mr. Chair?


MR. QUESNELLE:  Yes, please do.  Your microphone?  It's on?  Okay.

Continued Submissions by Mr. Gordon Kaiser:

MR. GORDON KAISER:  When this bid took place and a press release was ultimately released by municipalities as described by Mr. Rodger, there was no funding.  None of the six parties had any hope.  Union hadn't come up with this scheme.  Didn't enter.  Everyone was on a level playing field.


You have to remember in this process, the franchise is the ticket to the magic kingdom.  That is issued by the municipality.  Approved by the Board usually automatically.  There's a model franchise agreement, rarely gets altered.  Occasionally some Board member like Ms. Spoel will alter the term from 20 years down to three, but that rarely happens.  It's approved.


But then you have to go through, you have to get a certificate of public convenience, and that is solely in the discretion of the Board, and that actually sets the exclusivity.  Exclusivity is not in the franchise agreement.  Then you have to get a leave to construct.


So you are not anywhere in this business without three pieces of paper.  And the beginning one is the franchise agreement.


And our concern, just to clarify for Mr. Buonaguro, is going forward.  Now I am going to come back to what might happen to Kincardine, because that is important and Mr. Rodger has flagged that quite properly.


But going forward we are concerned that, if the Union proposal with respect to the charge to existing customers is approved as proposed, the bidding process will not work.  One party will come to the bid with a big wallet in its back pocket and it will have a distinct advantage.


So we talk about it going forward.  Mr. Buonaguro mentioned earlier in his examination an open season.  It is a pipeline concept.  Everybody gets to bid and see if you can fill up and pre-sell the capacity on the pipeline.


That doesn't actually exist in this world.  And what was unique in what Mr. Rodger and Kincardine did was they actually sort of said:  Let's just see who might be interested in this process.  It turned out to be to their benefit.  We want the process to continue.  So we're talking about going forward.


Now, let's come back to Mr. Buonaguro and Mr. Rodger.  What happens if we approve this Union proposal now?  What's going to happen to Kincardine?  We know where Kincardine is now.  You have a preferred supplier chosen.  Okay, now you negotiate the terms.


And there are all kinds of terms that people negotiate.  The concern might be, because it was mentioned by Mr. Wolnik, I think, that on the subway coming down here on Tuesday, Union found $20 million and lowered their bid on Kincardine, even though a preferred supplier had been chosen, saying you know what, maybe if we dangle some money out here, it will change things.  Maybe it is not too late.


Now, you can say that's pretty good indication of what competition does, because you can get that money wasn't on the table until little EPCOR rolled along.


But the point is that it's trying to keep the process operate as in fact it did in Kincardine and not to dismantle Kincardine.  And it's important to understand this process that Mr. Rodger has been so capable on may become, at the option of the municipalities, a useful tool going forward.


We're not saying that this Board should mandate in any way whether municipalities do that or don't do that.  It's their decision to award their franchise however they want.  We hope they might learn from what happened in Kincardine, but it's their decision.


Nor are we creating some big scheme, here.  We're simply saying:   This money in this fund -- and it is a fund, and I will have further discussions with Keizer Junior on this.


[Laughter]


MR. GORDON KAISER:  In this fund, gets disposed equitably, let's say $500 per customer connected to any eligible utility.  Remember this, and this is important:   In each municipality, there will only be one eligible utility.  Why is that?  There is only one leave to construct.  There is only one franchise agreement.  There is only one certificate of public consideration.  There is only one leave to construct.  So we are just saying, okay, whoever it is.


I mean EPCOR -- or, rather, Enbridge may suddenly get adventurous and proceed from the east into the west, and they may be bidding in some of these things, and, you know, if they were the eligible utility, if they were the winner in fact that and the Board decided to issue a leave to construct on, then they would be eligible for the funds.


MR. QUESNELLE:  Thank you. 


Mr. Quinn, do you have...

Submissions by Mr. Quinn:

MR. QUINN:  I won't take much of the Board's time, sir.  Thank you for acknowledging.


Professionally, my first role with Union Gas was to go to the hinterlands and look at gas utilization for small communities northwest of Waterloo.


MR. QUESNELLE:  You said you weren't going to be long.


[Laughter]


MR. QUINN:  You can hold me to two minutes, sir.


MR. QUESNELLE:  Okay.


MR. QUINN:  You can hold me to two minutes.


With the Board's policy making, amongst other things, EBO-188, many of those communities are served today.  The Board struck and found the proper balance between new customers, new communities, and existing ratepayers and the stakeholders that are involved.


Sitting here today, we're in a new environment.  We have new potential entrants.


Professionally, in my organization, I've informally and formally assisted some of these communities in looking at alternatives because I believe fundamentally in the benefits of natural gas. 


On behalf of my customer FRPO, though, we are very concerned with the proposal as it's outlined by the utility and believe that the information being brought forward by other participants in this proceeding will be very helpful to the Board in considering the broad implications of the decisions in front of you.  Mr. Mondrow did a much better job than I ever could in outlining the importance of the decisions that would be made in this proceeding, and I concur with Mr. Millar in terms of determining some boundaries that are appropriately applied through the form of some issues list would be very helpful.  And those are my submissions on behalf of FRPO.  Thank you.


MR. QUESNELLE:  Thank you very much, Mr. Quinn.


Mr. Keizer. 


MR. KEIZER:  Thank you, Mr. Chair.


Let me first deal with the comments that, I guess, Mr. Kaiser Senior -- I shouldn't say Kaiser so say, but I will say Kaiser Senior --

[Laughter]


-- actually made a few moments ago with respect to a bid and lowering a bid, and somehow this is, you know, an indication of competition and whatever else.  Let's just be very clear.  Mr. Kaiser said -- and it's the case -- that at the time all the proposals were made to Kincardine, no one had any proposals with respect to the dollars, as I understand it.  EPCOR, I don't think, did; I don't think anyone else did.


So there was no bid that was suddenly lowered.  What happened was Union made its application to this Board, had certain numbers in it with respect to costs which were based on tabletop estimates, and as indicated in evidence or in response to questions at the technical conference about the amendment to the evidence that Union has recently made -- and it made just an advance at the technical conference -- the numbers were lowered, and they were lowered because a more detailed estimate was done as to the cost.  It went from a tabletop estimate to a more detailed estimate closer to akin to what would be done on a leave to construct.


So there were refinements of costs.  It wasn't about lowering bid or living in fear of EPCOR's mighty weight.  It was the fact that there was simply just an evaluation of costs.  So I correct that comment, first of all. 


Just a few other comments, and obviously I'm not going to respond in any way in detail about what people said, but our submissions are clear.  But with respect to this application, I want to be clear that this application is not just about Kincardine.  Yeah, it's a big dollar number within the context of total capital costs, but this is about community expansion, and there are 29 communities on that list.


And so I think it would be unfair to assert that this proposal is all about Kincardine.  It's not.  It's about community expansion.  It's about a first tranche of communities as best that Union has estimated, which include 29.  And the proposal is about serving those 29 communities, not one community or three communities as in this case.  It's about all of those communities.


So this isn't determined on the basis of or in any way deal with the selection that Kincardine had.  The application is about the proposal for community expansion.  And with respect to Kincardine, from our understanding, it's a nonbinding relationship.  Situations can change.  But Union should not ignore its ability to serve other communities simply because Kincardine is in our process.  It was identified as one of the communities as were the others in South Bruce, along with all of those other communities.  So it shouldn't be taken as somehow on the part of Union as being ambitious only with respect to those communities.  The desire is to provide community expansion. 


With respect to -- and it seemed to be a major theme throughout the submissions of my friends, which is this issue of generic review.  And I apologize; I think I might have misheard my friend from Energy Probe with respect to a generic review of 188.  I don't believe this application is seeking a generic review of 188.  It's seeking exemptions from 188, but not a generic review.


I think also the application itself is an application where it was brought forward as a proposal in which Union could provide service to customers.  I don't think that it should be taken that somehow it made it in the context of the Board's overture in the February letter that somehow now, by virtue of being the first through the door, it suddenly bears the burden of it having to undertake and respond to a generic hearing with respect to all matters.


If the Board has a desire to call that on their own motion, they're free to do so.  And they didn't.  But what they did ask for is proposals by which we could provide community expansion, and Union made that application.  And so it is within that context. 


And to the extent that we embark on a generic review, which is much broader, based upon the descriptions from my friends, and in some contexts significantly broader, then it's a different application than what we originally applied for, and the circumstances are very different, because the aspects now are very different.


And so if the Board does decide to go down the full scope, as proposed by my friends, we may be in a position where, in regard to the evidence that these parties would file, that Union may have to file reply evidence in regard to that evidence, because it's completely different in terms of elements of its application in some aspects. 


If I could just have a second.  So those are our responses to the comments that have been made this morning.


MR. QUESNELLE:  Thank you very much. 


Ms. Spoel, do you have any further comments?  Mr. Pastirik? 


MR. PASTIRIK:  No.


MR. QUESNELLE:  No? 


Well, as we anticipated, there is a lot to digest.  It's been a very helpful conversation we have had this morning.  I thank everyone for their contributions and their input.


We will be taking this under consideration.  We will be issuing further procedural orders as soon as possible.  We have dates set aside, as you know, in January.  We will make determinations and get back to you as to how and if those dates will be used, as currently scheduled.


The other elements of this -- just to backtrack a little bit, we had talked about scheduling and time allotments or what have you.  That's premature at this point.  We're not looking for -- we won't be asking for anything on that.  We will make our determinations as to what evidence we need at this juncture based on the submissions this morning and provide further procedural guidance in due course.  But we recognize that the parties would appreciate hearing very soon about what to do with those dates in January, so we will act on that quickly. 


MR. KEIZER:  If I could just in terms of something about the dates?


MR. QUESNELLE:  Yes.


MR. KEIZER:  I just wanted to update the Board.  We did have a technical conference on the 15th.  There were a fair number of undertakings that were given, some of which require a fair amount of analysis and running of models and other things.  Union is doing its best to provide its responses by the stipulated date of December 22, but some of those that require, you know, manipulations of models and other runs will take longer, and so given the intervening holiday period, Union will provide those responses by January 5. 


MR. QUESNELLE:  Okay.  Thank you. 


MR. MONDROW:  Mr. Chairman.


MR. QUESNELLE:  Mr. Mondrow.

Further Submissions by Mr. Mondrow:

MR. MONDROW:  Thank you.  If I could have a moment.  I hesitated to try to drag you back to the substantive portion of today, but having thought about it just for a minute or so, I'm going to take that chance.


In the sense that Mr. Keizer for Union has made an assertion in reply to the submissions he heard this morning, a rather bold one with all due respect, that if this were a generic review, as he is characterizing it, the application would be very different.  He said "very different" twice.


And just thinking, again, and I apologize, just for a few minutes obviously about the scope of the application, the scope of the interrogatory response, the discussions had at the technical conference, and the anticipated scope of the response to undertakings, it might assist the Board to understand what more Union would file if the Board extends its consideration beyond the four projects in issue.


And I raise that because our submissions off the top were to the effect, I hope, that Union itself has proposed some fundamental departure from the existing guidelines, and it ill lies in Union's mouth to now seek to constrain this to, you know, some alleged narrow review of four specific projects, with potentially 25 to follow.


And so I am very curious and, more importantly, it might assist the Panel in deliberating how to provide direction on the scope of this process, to understand what more Union would feel compelled to file than it already has.


MR. QUESNELLE:  Thank you, Mr. Mondrow.


MR. KEIZER:  I heard on one or two occasions this morning about what should or should not be in my mouth.


[Laughter]


But let's just deal with this.


If, for example, the Board says, "Okay, EPCOR, have at it.  Let's talk about competitive bidding on four franchises.  Let's talk about the franchise agreements.  Let's talk about changing the way in which -- and adopt certain policies with respect to it, those elements are not currently within Union's proposal.  They're not related to particular charges or particular aspects of it", they are, you know, public policy aspects which the Board would be considering.  You know, akin to competitive aspects for transmission builds.


The other elements are with respect to LNG.  There may be certain cost parameters or other things that are identified by my friend which may be, you know, feel the need to be able to clarify in any reply evidence.


So it is not about the fact that we somehow, you know, are sandbagging anybody or that we have an application that doesn't go far enough with respect to the proposal that we felt was appropriate for the communities in question.  We made an appropriate application which we believe goes to those aspects.


It's these new aspects which now change the geography, so to speak, that we would feel that we would have to reflect on and decide whether we needed to contribute our view with respect to it.  And that was the nature of my comment.


MR. QUESNELLE:  Thank you very much.


With that, I think we will adjourn for the day.  As -- oh, sorry, Mr. Keizer.


MR. KEIZER:  Sorry, just one, a whisper in my ear.

Further Submissions by Mr. Keizer:

With respect to Northeast Midstream, I don't know, and it may be something that you are going to consider within the context, and unless I have missed it, is there is a request that they made with respect to cost.  And is that an element that is being considered or dealt with on a go‑forward basis?  Is that correct?


MR. WOLNIK:  Yes.  We have requested costs, because what we found as we got into this proceeding and subsequent to the reviewing the IR responses is that we believe there is a policy issue at stake here related to -- related to how costs are dealt with within this proceeding, the Union costs of expansion.


So we are advancing this evidence from a policy perspective, not from a competitive perspective from Northeast's standpoint.


So for that reason, we're requesting cost recovery.


MR. QUESNELLE:  Thank you.  And the Board will consider that, and Union will have its opportunity in the normal process to respond to anything that the Board decides on that.


MR. WOLNIK:  Thank you.


MR. KEIZER:  Thank you, Mr. Chair.


In respect to the hearing dates, I understand we have the 6th and 7th set, and obviously we have the intervening holiday period.  I am assuming that we will be able to advise our witnesses and other parties within Union in terms of preparing as to whether we will be proceeding or will not be proceeding on the 6th or 7th?


[Board Panel confers]


MR. QUESNELLE:  We were going to get something out in writing very shortly, but we can do it from here.


[Laughter]


MR. QUESNELLE:  Yes, I think from what we have heard this morning, just out of consideration of the scope of this, it's going to take some time.  I think we will suspend those dates of the 6th and 7th until further notice.  We will re-establish a schedule, so that schedule as put together now is cancelled.


MR. KEIZER:  Thank you, Mr. Chair.


MR. QUESNELLE:  With that we are adjourned, thank you.


MR. AIKEN:  Thank you.

--- Whereupon the pre-hearing conference adjourned at 10:55 a.m.
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