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--- On commencing at 9:30 a.m.
Welcome Remarks


MR. MILLAR:  Okay.  Welcome to the stakeholder conference to review Enbridge's five-year gas supply plan.  The purpose of this stakeholder conference is for Enbridge to provide an overview of its gas supply plan and to address stakeholder written questions that were submitted on September 6th.

This consultation was initiated on July 25th to review Enbridge's gas supply plan to keep in with the OEB's gas supply framework.  Therefore, this review will include an assessment on, first, whether Enbridge successfully balanced OEB's guiding principles of cost-effectiveness, reliability, and public policy, and, two, whether Enbridge's demonstrated that its gas supply plan balances the principles in a way that's proven and appropriate for customers.

The next step in this consultation will be for stakeholders to have an opportunity to submit written comment on Enbridge's gas supply plan on October 7th. Enbridge will then have the opportunity to review these comments, and by October 21st it can submit written comments in response or revise its plan and provide a revision statement that outlines any changes together with the rationale for those changes.

After Enbridge submits its response and/or its revised plans, staff will prepare a draft staff report that outlines our initial assessment of Enbridge's five-year gas supply plan against the guiding principles of gas supply framework.

It is expected staff's report will be issued in late November or early December for stakeholder comments, and the final staff report will be issued in early 2020.

Following consideration of the final staff report, the OEB -- in other words, the OEB at large -- may determine that a proceeding is required to address specific issues highlighted in the final staff report.

There is a couple of outstanding cost matters, and after the stakeholder conference we will get back to stakeholders on the total eligible hours per participant for, first, the written comments on the gas supply plan and, two, written comments on the draft staff report.

This is our first review of Enbridge's gas supply plan under the OEB's gas supply framework, so we certainly expect to learn a lot about the process, and with your feedback we were going to track what worked well and what may need some improvement, and starting as early as next year we may implement some of that with the annual updates that will be coming.

I think most of you have been here before.  Washrooms are outside.  There's been a sign-in sheet that's been circulated around.  If it hasn't made its way to you, find us on the break, or Laurie can bring it to you.

I know there is a lot of parties on the phone who I will get to in a moment.  We will go to people on the phone for their questions after the individual components of Enbridge's presentation.

And I do remind everyone that we have got a very full day today, many topics to get through, so we will be monitoring time, and I will ask for your assistance in keeping us on schedule.

Just let me introduce OEB Staff first.  My name is Michael Millar.  I know many of you.  I am counsel for Board Staff.  To my right is Pascale Duguay, to my left Laurie Klein.  Jason Cameron is here, and Ted Antonopoulos as well.  I think he will be in and out.  We have also retained Paul Moran over to my right from Navigant Consulting.  He has been retained by staff to assist us in reviewing the gas supply plan, and he assisted us in putting our questions together, and he will be helping us out with any follow-up questions we have after the presentation.

I am going to suggest we go around the room for appearances, if you could identify who you are and who you are representing.  I will start with Enbridge, then the rest of the room, and then I will go to the phone.  David.
Appearances


MR. STEVENS:  Thank you, Michael.  My name is David Stevens.  I am here as counsel representing Enbridge.  Sitting with me are Brandon Ott and Vanessa Innis, and up at the dais are the two witnesses for today, Jamie LeBlanc, director of gas supply, and Erin Liberty, manager of gas supply planning and acquisitions.

MR. MILLAR:  Thanks.  Let's go to you, Dwayne.  Just a reminder, you have to have your mic on when you speak because, first, we are being transcribed and, second, there are people on the phone who won't be able to hear you unless you speak into your mic.  There is a little button beside the mic.  It will turn green when it is on.  And some of them are attached, so make sure you are not turning each other's mics off and on.  Okay.  Go ahead.

MR. QUINN:  Thank you, Michael.  Dwayne Quinn on behalf of FRPO.

MR. MILLAR:  Jon?

MR. McGILLIVRAY:  Jonathan McGillivray for Anwaatin.

MR. LADANYI:  Tom Ladanyi for Energy Probe.

DR. HIGGIN:  Roger Higgin for Energy Probe.

MR. BLAIR:  Andrew Blair, Town of Marathon.

MS. GIRVAN:  Julie Girvan for the Consumers Council of Canada.

MR. BLAKE:  [Microphone not activated]  I am with -- my name is Bill Blake.  I am here with the Ontario Petroleum Institute, and I also work for one of the member companies with a substantial supply of gas into the Union Gas system.

MR. McINTOSH:  I'm Jim McIntosh.  I am the chairman of the producers subcommittee within the OPI, within the Ontario Petroleum Institute.

MR. WHARTON:  I am Matthew Wharton, and with me is Jim Bartlett, and we are with TransCanada Pipelines Limited.

MR. RUBENSTEIN:  Mark Rubenstein, School Energy Coalition.

MR. GARNER:  Mark Garner with VECC.

MR. BROPHY:  Good morning, Mike Brophy with Pollution Probe.

MS. ROBINSON:  Susannah Robinson with EPCOR.  I am here with Doina Preda.

MS. WAINEWRIGHT:  [Microphone not activated]  Linda Wainewright with (inaudible) Gas.

MR. MILLAR:  I think that is everyone in the room.  If we can go to the phone I'll ask you to just -- there is no real way to do it in order, so just introduce yourself and let us know --


AUTOMATED TELECONFERENCE VOICE:  Conference has been unmuted.

MR. HIGGIN:  Randy Higgin, consultant to London Property Management Association.

MR. MILLAR:  All right.

MS. MORROW:  Katie Morrow with Ag Energy.

MR. MILLAR:  Hello.

MS. PERRECA:  Elizabeth Perreca and Melee Nicholson for Equinor Natural Gas.

MS. VIERA:  Michelle Viera for Ag Energy.

MR. POLLOCK:  Scott Pollock for --


MR. MORAN:  Hugh --


MR. POLLOCK:  Sorry, go ahead.

MR. MORAN:  No, please go ahead.

MR. POLLOCK:  Scott Pollock, counsel for Canadian Manufacturers & Exporters.

MR. MORAN:  Hugh Moran with the Ontario Petroleum Institute.

MR. MILLAR:  Anyone else on the phone?

MS. CHATTERJEE:  Jaya Chatterjee, City of Kitchener.

MR. MILLAR:  Good morning.

MS. CHATTERJEE:  Good morning.

MR. MILLAR:  Anyone else?  Okay.  Thank you very much.

Unless there are any questions before we get started I was going to hand things over to Enbridge, who has a series of presentations to take us through.

MR. QUINN:  Mr. Millar, I just have one preliminary matter, and it was in reference to the scope of the proceeding.  And I appreciate this is the first.  There is a lot of complexities involved with it.  We all are going to learn a lot.

In your opening remarks about the scope for today, you didn't mention about the possibilities of going into tomorrow, which I believe was referenced in a letter from the Board.  So I just wanted to ensure that all participants get a chance to answer the -- ask their questions and have them answered without the constraint of the time that is only available in a one-day proceeding.

MR. MILLAR:  No, I think -- I believe an agenda had been circulated before, and we are spilling over into tomorrow, it looks like, which does not mean we have unlimited time by any stretch.  So everyone's going to have to work together to make sure that the questions are asked and answered as best we can.

So I think the schedule has us going 'til about noon tomorrow.  Or, sorry, about one o'clock tomorrow.

MR. QUINN:  Thank you, Mr. Millar.

MR. MILLAR:  Okay.  With that, I will turn it back over to you, David.
Overview and Process

MR. STEVENS:  Thank you, Michael.

To follow up on your comment, I hope that everybody has received the agenda that was sent out by OEB Staff towards the end of last week.  It sets out the order in which Enbridge is planning to address the questions and the points of discussion that have arisen around the five-year gas filing.

We have tried to organize it in what we think is a logical fashion, and we recognize that people will be eager to ask their questions, but we would ask that you wait until the appropriate subject area to ask your questions if you don't hear them answered during the presentation.

The general format that we're going to go through is that Jamie and Erin will lead a series of comments on each of the topic areas set out in the agenda.  You will all have received now either electronically or in paper form in the room a copy of the slide presentation that is going to be followed today.

The witnesses will have comments beyond what is on the slides, and in the course of their comments they're going to endeavour to answer either the specific or the thrust of the questions that have been asked by stakeholders on a topic.  Of course, when we get to the end of the presentation on a particular matter, there is time set aside within the schedule for parties to ask follow-up questions or to take the witnesses back to the questions that have already been asked.

Our goal today is to try to provide the information that is helpful and useful to allow everybody in the room to understand how Enbridge's five-year gas supply plan meets the Board's guiding principles, and that will underlie everything that we talk about today.

So with that, I will turn it over to Jamie and Erin.

MR. LeBLANC:  Good morning.  Can everyone hear me?

Thank you, David for laying out a little bit of that. That is really the topic of this first slide.  So I think we have probably covered that to the extent necessary.

So I am going to try to say what slide I am on from time to time, to try to keep the record easier for people to follow and to try to make sure everyone is following along, and I will try to make sure I keep the screen updated, too.  I am kind of multitasking up here today.

Just to start -- and I might cover a couple of things that Michael has already spoke to.  But I this he it is important, I guess, to hear it from the company's point of view.

So to start, the Board framework notes that a principle-based approach to gas supply planning is an effective means of guiding the distributors' approach to developing a gas supply plan.

In assessing a gas supply plan, the OEB will focus on determining whether or not a distributor has successfully balanced all of the guiding principles.  The framework also notes that the purpose of the stakeholder conference is to answer questions regarding the manner in which the guiding principles were achieved.

The Board's initiation letter specifies that the consultation will include a review of cost-effectiveness, reliability and security of supply, risk management and execution.

All of the above in mind, we received a wide variety of questions.  Some questions appear to go beyond the scope of this process.  EGI will, however, aim to provide high level information where possible, with context and information about where out-of-scope questions will be addressed in other proceedings.

However, given the breadth of the content we hope to discuss, which is core to the scope outlined by the Board, we are not planning to provide highly detailed or lengthy responses to areas that are out-of-scope, particularly where more appropriate venues exist to pursue those areas.

On a related note, it is it EGI's view the Board was quite clear on more than one occasion about the process to be followed in reviewing the plan, and that process does not include the provision of written answers to interrogatories.

Again, we are hopeful that we can answer all relevant questions brought forward.  But at this time, it is not our intention to provide detailed written responses to requests we receive from parties for new analyses, revised tables, or additional and extensive data, beyond what is provided in the presentation which we will deliver today and tomorrow.

So slide 6.  In preparing this plan, we have been guided by the Board's framework, which is explicit about what this review process does and does not do.  Specifically, the information contained in the review and assessment of the gas supply plans is intended to inform other related applications, and provide a basis for understanding about the plans for the OEB when it is deciding on related applications.

As stated earlier, the assessment of the gas supply plans will not result in a decision on the cost or cost recovery.  The information in the plan will be relevant to other EGI proceedings, such as rate applications, leave-to-construct applications, and any pre-approval requests for long-term contracts.

The information in the plan will be supplemented each year through the annual update process.

Slide 7.  We received a number of questions from interested parties regarding the proceeding in which the cost consequences of the plan will be approved, and similar items.  EGI does not expect that the cost of its gas supply plan will be approved by the Board on a prospective basis during the deferred rebasing term.  There is no proceeding designed for that purpose.

That does not mean that there will be no consideration of the gas supply plans.  The Board's framework for the assessment of the distributor gas supply plans sets out a process that ensures that the Board and interested parties will receive required and relevant information about the details of EGI's gas supply plan, initially through this, our five-year gas supply plan and then each following year through the annual updates.

The Board will ultimately make an assessment about whether the plan is reasonable.  Even after that time, EGI acknowledges that where its execution of the gas supply plan diverges from what has been presented, then parties might challenge cost consequences in later proceedings.

The intention of this consultation is to present EGI's plan for review and discussion.  The plan has been produced to meet the Board's expectations under the framework.  The plan explains how EGI makes decisions for gas supply and how it meets the Board's guiding principles.

While the plan does not contain detailed information about costs, it does explain how EGI takes costs into account when making planning and execution decisions,  especially the relative costs of available options.

Through this stakeholder day, EGI is answering a very large number of questions about the plan.  Parties will then have the opportunity to make submissions about the plan.  After that time, Board Staff will prepare a report setting out the assessment of the plan against the Board's guiding principles.  The Board will then decide whether to hold a hearing on any items raised by the OEB Staff report.

EGI expects that the ultimate outcome of this consultation will be an indication from the Board that the plan is reasonable, and consistent with the Board's principles.

The Board may provide direction about items that could and should be reconsidered or amended.

As set out in the framework, there will not be any specific approvals of the cost consequences of the plan.  That would be difficult to implement, because the costs associated with gas supply plans are always changing.  Instead, the Board will be reviewing the principles and practices to be employed by EGI in its gas supply activities.

The Board and parties will expect EGI to conduct its gas supply activities consistent with the approaches set out in the Board-reviewed plan on a go-forward basis.

Where EGI undertakes its gas supply plan activities in a manner consistent with the approach set out in the plan, then the company ought not to be at risk for costs associated with these activities.

That being said, all costs related to gas supply management or gas management are set through rate cases and QRAMs, and any differences between what is originally charged to customers and the actual charge incurred will be recorded in deferral accounts.

If stakeholders have concerns with EGI's activities or costs, then they could challenge prudence at that time that the accounts are brought forward for clearance.

EGI expects that a key item for the Board to consider at that time would be whether and how the challenged costs fits with or diverges from the principles and practices set out in EGI's plan, including annual updates.

With that, I would open the first section up for questions.

MS. GIRVAN:  I have a question.

MR. MILLAR:  Yes.  Let's start in the room.
Q&A


MS. GIRVAN:  Julie Girvan.  Just in terms of what you are saying, I understand what you’re saying.  Is Staff in agreement with your perspective on this?

MR. MILLAR:  Let me take the first step at this.  This is an Enbridge presentation that has been prepared and has not been review by Staff, nor should it be considered being Staff’s view necessarily.

If we look at slide 7, for example, the middle bullet point -- and this may be just a term of phrasing.  Ultimately, the outcome of this consultation will be an indication from the Board that the plan is reasonable and consistent, or whether.  The Board has not pre-decided this is a reasonable plan; obviously, that is the purpose of this very proceeding.

Then I didn't take notes on every single thing.  There was also a suggestion that there is no further -- that this is the process; there is no further process.  The Board didn't quite say that.  Board Staff will write a report and then the Board itself will review the report and decide what, if any, additional steps are necessary.  There may be proceedings, there may be hearings and things like that.

We are at early stages here, so I think we are going to find our way forward and see how everything goes.

But to answer your question more directly, Julie, this is Enbridge's presentation and it shouldn't be necessarily taken to be Staff's view.

MR. LADANYI:  Tom Ladanyi --


MR. MILLAR:  More questions in the room?

MR. GARNER:  I have a question, but let Tom go first.

MR. LADANYI:  It looks like it is on.  Can you hear me now?

MR. LeBLANC:  Yes.

MR. LADANYI:  Okay.  From what I understand, the only review will be after the fact in the annual clearing of deferral and variance accounts, and I guess it would be upon the intervenors to bring in evidence then to show that your actions resulted in higher costs than would otherwise be the case.  Isn't that right?  Is that how you see this playing out?  Because what I am a little bit concerned about is the clearing of deferral and variance accounts could turn out to be a big hearing each year.  Can you comment on that?

MR. LeBLANC:  I think -- I think effectively that is the opportunity to challenge costs, is around the deferral process; that's correct.

MR. LADANYI:  Okay.

MR. MILLAR:  There is also the annual reviews, Tom.  I don't know how that may or may not play in.  There will probably be more details about that.  But -- so there would be the QRAMs, and then there would be an annual review, and in theory there could be other proceedings.

MR. LADANYI:  I am just trying to understand the process.

MR. MILLAR:  No, fair enough.

MR. LADANYI:  [Microphone not activated]

MR. MILLAR:  Okay.  Mark?

MR. LeBLANC:  I would ask a quick question to you, Mark, sorry.  When you say "annual review" you mean the annual update process?

MR. MILLAR:  Yes.

MR. LeBLANC:  Okay.  Sorry, I just wanted to make sure that they were one and the same.

MR. STEVENS:  Sorry, just to be clear on Tom's last comment, Enbridge isn't putting forward these views as a position.  Enbridge is putting forward these views as its understanding of the framework that is before us right now.  This is our interpretation of what the Board has given us, in terms of direction on how gas supply costs and gas supply items will be dealt with in various proceedings during the deferred rebasing period.

MR. MILLAR:  Mark.

MR. GARNER:  Mark Garner with VECC.  So let me understand what you are saying and maybe staff is saying -- maybe I should ask the first question to staff.  So the Board's going to approve something, you were saying, or not approve something.  Under what authority?  Is this being done under a rate authority?  Is the Board approving a plan?  What is the Board doing?

MR. MILLAR:  I don't know.  section 36 is the rates provision, obviously, and ultimately the Q -- or, pardon me, the costs of this plan will work its way into rates largely through QRAMs, I think, also possibly other proceedings as well.  So when the Board issues those QRAM decisions those are obviously under section 36.

In terms of -- first there will be a staff report, and then there may or may not be additional process that comes from that.

MR. GARNER:  I think I understand that, Michael.  What I am actually asking is, let's just say, take a scenario.  Let's say your gas plan -- I say your transportation proposal for eastern is deficient, and let's say you disagree with me, but it is part of your framework.  So then this goes to some panel of the Board who says, well, this looks like a good gas supply plan, but we are not approving an actual plan.  We will do that when we actually see your QRAMs.

So then what am I doing?  I am actually saying, okay, so the dispute we have with your transportation actually ends up happening in the QRAM, because the Board doesn't make a binding decision on anything when it looks at this plan you have.

You yourself are saying, well, we're not going to -- we are not going to give you details, we're going to give you a framework, and the Board's going to look at a framework and say, well, the framework is fine.  But if I dispute the framework, is the Board going to hold a hearing, and what is the authority, and how does that get resolved?

MR. MILLAR:  Let's imagine you dispute the framework as they present it here.  That will work its way into the staff report, presumably whether staff agrees with your view or not.  All of your comments will be on the record.  That will go to the Board.

And again, this is our first time, so we will see exactly how this plays out, but certainly one of the things that is contemplated is the Board will hold one or more additional processes or potentially hearings possibly to get at that very issue.

I don't see the QRAMs as the place where the Board is likely to say, you know, you have the wrong supply plan from the east, just to take your example, or something like that.

It seems to me that is something that is likely to be dealt with at the front end.  It could be through a section 36 type proceeding.  It could be something more broad like -- I am thinking of the -- what did we do on ROE?  There was a Board report, essentially, that set out the expectations for ROE.

I don't think we specifically did that under, I guess it was either 78 or 36, but --


MR. GARNER:  That is the analogous sort of proceedings.

MR. MILLAR:  Well, perhaps, perhaps.  Again, we're at early days here.  There is a number of ways that this could play out, but certainly that is one of the things I would see as well within the realm of possibility.  I don't know if --


MR. GARNER:  Let me express this -- I mean, we're early days.  But let me express this concern.  If parties have substantive issues and it goes to a staff report, I am indifferent to the staff report.  It seems to me the resolution of that issue still needs to be heard, right?  I am indifferent whether staff agrees with my issue or not because --


MR. MILLAR:  I'm sure you like --


MR. GARNER:  -- with all due respect, you are not going to make that -- you are not making the decision, right, so that seems to me to be the important thing, is if there are ultimately issues to be resolved they need to get resolved not by a staff report but by something in front of the Board.

MR. MILLAR:  Yes, so all I can do is point you to the framework, I think, Mark, which certainly leaves open the possibility of the Board adjudicating further on specific issues.  It doesn't say necessarily that it will.  I have to be frank with you.  You've read the same report I have.  But presumably to the extent the Board thinks there is something that it needs to get to the bottom of, it will do so, and you will have every opportunity to tell the Board that that is what you think it should do.

MR. GARNER:  Thank you, Michael.

MR. MILLAR:  Marc -- sorry, Mark and then Roger.

MR. RUBENSTEIN:  Just to be clear, when the Board is reviewing the Staff report to determine if it likes the Staff report, wants something else, it is not a panel of the Board exercising some authority under section 36 or whatever.  It is the Board as a whole, the same as when it releases a policy report or the ROE report or --


MR. MILLAR:  Yeah, I think that is right.

MR. RUBENSTEIN:  -- report of X.

MR. MILLAR:  I think that is right.  Now, to the extent it decided further process was required, then maybe that would go through a panel, but the first step, it is the Board.

MR. RUBENSTEIN:  Okay.  So the legal authority of that is no different than, it is a guideline that the Board will use, I guess, as a benchmark --


MR. MILLAR:  Again, if at the end of the day it didn't hold any further adjudicative proceedings, that could very well be true.  Again, we don't know exactly how it will play out.

Roger.

DR. HIGGIN:  Thanks.  This is Roger Higgin for Energy Probe.

Just a clarification on slide 6, please, under the second bullet.  And you talk about regulatory applications which will provide an opportunity for customers to address certain aspects; for example, dealing with the annual rate applications.

Now, in the past always the demand side, which is my main focus, the demand side used to be reviewed on a periodic basis.  We actually have a demand forecast in here which is not detailed.  You would understand that the demand forecast that you have used in this plan is high-level aggregated, for example, and it deals both with the average use, for example, is embedded within the design day and so on.  It is not unravelled in here.

When will we have an opportunity to look at the demand forecast going forward?  Because we would all think there's going to be major changes on the demand side going forward over the next five years.  When will we have that opportunity?

MR. LeBLANC:  So certainly we don't -- we will talk more about the demand forecast in a little while, but I will say that certainly we don't intend to go into the detail here, as you allude.

My understanding -- and I will look to my regulatory friends to my right if I get this wrong, but my understanding is that will be looked at as part of the rebasing process, as part of, you know, the underlying -- the components of the rebasing process.  Is that correct?

DR. HIGGIN:  When would that happen?  Could you just clarify?

MR. STEVENS:  So I think there is maybe two aspects to your question, Roger, if I understand it.  One is, when does the demand forecast get looked at in terms of when do you look at whether the numbers properly represent forecast demand for next year based on the current methodologies.  That process happens through the rate adjustment cases.

The other question I think is around when will parties look at -- when will Enbridge look at and when will parties have the opportunity to weigh in on whether the methodologies being used are appropriate and whether something will or won't be done to make them look more like each other.

And that is, as Jamie says, something that will be done through the rebasing process, and we don't have to keep you on the edge of your seat very long, because that is the next topic in our presentation today.

DR. HIGGIN:  You would know this historic concerns about normalized average use and the forecasts underlying that.  And so basically those have been postponed.  There were undertakings given in settlements that have been postponed.  And so that is one example, just one example, of the concerns that we have about the demand forecasts.

MR. STEVENS:  I think that everybody on the Enbridge side of the room is well aware that there will be lots of opinions and ideas and suggestions about what should be done.  But Jamie and Erin will be speaking about Enbridge's plans to move towards amalgamation and integration of gas supply.

DR. HIGGIN:  Okay.  Mike at the back.

MR. BROPHY:  Mike Brophy with Pollution Probe.  So I just had two questions.  One, I think I heard the company indicate that we won't be getting a Board approval out of this review, and that the issues that are on the agenda, some you will answer and some you may defer as well.

So I just wanted to confirm, or if you can confirm for me that it wouldn't restrict the ability to ask questions related to any of these issues and have the company respond to them in future proceedings.

What I am worried about is that you point back to this and look like there was some clarity or a decision made on some issues that we will be talking about, and it might constrain the ability to have a more fulsome discussion on those in other proceedings.

Can you confirm that?

MR. LeBLANC:  I guess I won't give you maybe carte blanche confirmation.  But I would say generally yes, I agree with what you are saying.

MR. BROPHY:  And then just secondly, it would be helpful if the Board report coming out of this just to give that clarity around the issues that were discussed and the answers.  But it doesn't actually give a fulsome answer that can't be re-examined in those future cases, that would be helpful.  Thank you.

MR. MILLAR:  Dwayne, can did you have a question?

MR. QUINN:  I have a couple of questions, thank you, Mr. Millar, first I guess to Mr. Stevens.

I want to understand -- I respect this is Enbridge's views of what the framework is presenting, but what you said, Mr. Stevens, was along the lines of when these are brought into the rate adjustment process -- I think is the phrase you used -- the costs are brought into the rate adjustment process, I was trying to understand.

Are you talking about the delivery rates, or the annual update of the gas supply plan?

MR. STEVENS:  So in a discussion with Ms. Innis, clearly I misunderstood what is coming next in the rate adjustment cases.

There is in fact no annual examination of the demand forecast for each rate zone during the rebasing period.  I misspoke; I apologize for that.  But that will be dealt with at rebasing also.

I am not sure if that is actually the question you asked, Dwayne, but I wonder if that is the source of the confusion.

MR. QUINN:  Again, we're getting into nomenclature on how we refer to these things.  But ultimately, at some point costs will be brought forward to the Board for approval.

The costs that are anticipated or forecasted by the company, will they be reviewed and tested in the rates case, or in the annual update of the gas supply plan?

MR. STEVENS:  I'm not -- it's not clear to me, Dwayne, the way that the OEB processes are currently described that this forward-looking approval happens in either of those processes.

MR. QUINN:  That is part of our challenge, Mr. Stevens, so thanks for clarifying that.

Now to Mr. LeBlanc, thank you, Jamie, for the overview. But I think this is kind of where the rubber hits the road.

Again, we don't have the benefit of the transcript, but you had said here's our five-year plan, and if EGI varies from that, it goes into a deferral account which would be subject to review.

However, if Enbridge stays on track with its current plan, and we have a concern or a challenge to the costs that were borne by customers as a result of executing the plan, how do we have the evidence of what was analyzed at the time as alternatives?

In other words, if you say here's our plan and we say, okay, have you looked at this alternative?  I heard you say earlier we're not going to give you new tables, we are not going to give you new analyses.

So what did you do, what alternatives were considered and how were they evaluated to ensure that the Board can be assured that the company balanced those principles, if that information isn't part of the record?

So if you come with your plan and follow the plan, and we say, hey, why didn't you do this.  You say, well, we followed our plan.  But we said why didn't you check out this alternative.  Well, it was part of the gas supply plan and we don't do costs in the gas supply plan.

That is the conundrum we face.  How do we test, on a gas supply plan, a decision that may be undertaken in a contract entered into for gas costs two or three years down the road?  Where do we get to help the company look at alternatives to ensure that those Board principles are adequately balanced?

[Mr. LeBlanc and Ms. Liberty confer]

MR. LeBLANC:  So we're going to answer as a team.  The first part, I think what I would like to throw out there is what this -- what I believe and what the company believes this conference is about.

It is about bringing more transparency to how the plan is created, how decisions are made, how the plans are executed. It is not about approving the specific costs of the plan.

And I think what we're trying to get across in this process is a broader understanding and more transparency about how we make decisions to provide confidence to stakeholders that we are following a good, strong and detailed process, and we are making good decisions on behalf of ratepayers.

So this process is not about, in my view, not about dealing with specific costs of specific decisions.

It is about providing details on how we make decisions, and to give you insight into what the outcomes of those decisions have been.

But I will let Erin talk a bit more about where the costs show up.

MS. LIBERTY:  I will look to my regulatory friends here if I mis-speak.

But in terms of my understanding of the deferral application process, as well as the QRAM process, there are opportunities there where we do speak to differences between actuals and plan.

I know that through those processes, significant differences or changes are talked about.  So in addition to the opportunities through this process and the stakeholder session and the annual update, there will also be opportunities to speak to significant differences with actual versus plan in those proceedings.

MR. MILLAR:  Can I interject?  Maybe I approach this from a position of ignorance, because you both know a lot more about this than I do.  But there is a gas supply plan which includes -- you know, Enbridge has decided this is kind of how we want to get our gas, these are the type of contracts we want to use, this is whether it comes from east, west, south, wherever.  Can't you ask about that here.

Quite right, the cost consequences of that aren't even known specifically at this point, and the actual costs will go into rates for the QRAMs.  But can't you ask here about why they chose X supply route instead of Y supply route?

MR. QUINN:  Well, we asked for information on the analyses for them to look at another alternative to the analyses.

Maybe I am presuming, but I am hearing Jamie saying we are not going to do redo the analysis, and we're not going to provide different tables.

MR. MILLAR:  Maybe we are getting a little ahead of ourselves, and again I want to keep us on track.  I actually think these are all good questions and it is important.

I want to keep us on track and it may be when we get to those sections of the presentation, maybe they will answer your question; I don't know.  But maybe we can wait until we get there and see.

MR. QUINN:  I respect that, Michael, and I will try to do that specifically.  I just want to address Ms. Liberty's comments about if there's changes, we can test them.

But my question is, and maybe it was convoluted in the way I ask it, is what if you stay on plan, but we still disagree with the plan, but we didn't have any evidence to test whether the plan looked at other alternatives which may have opinion more effective?

MR. LeBLANC:  I think your input will be -- my view is you are going to write a report after this day based on what you see, and that will be your opportunity, at least one opportunity to provide your input and views on whether or not the plan is, in your opinion, the right plan.

And I'd understand after that process, the Board Staff are going to write a report based on all of the input given, and the Board will ultimately see all of that and decide whether or not additional process is required.

So presumably if you provide information that the Board feels needs to be delved into further, then they will do something at that time.  Or if they decide that what you are saying does not have -- there's no need to further go into it, then I guess that is to some extent an answer from the Board.

MR. MILLAR:  Go ahead, Mark.

MR. RUBENSTEIN:  I agree with Dwayne's comments, but this is not really a critique of Enbridge.  The process is a flawed process.  I think so many parties made submissions on that during the consultation, setting up the process.  So I agree with Dwayne's comments and I will write them in my comments to Board -- blame -- through Board Staff.  But I accept that Enbridge is not a fair critique of Enbridge.  They're following the process that has been laid out by the Board.

MR. QUINN:  I take a similar view, Jamie.  I think staff attempted to provide a framework that would balance these issues, but sometimes, as we said for years, the devil can be in the details, and we are just trying to make sure there is due process because, frankly, we don't want to have a prudency test on alternatives that weren't considered or there wasn't evidence of them or due consideration of the alternatives on the record such that puts the company at risk.

You and I sat together some five years ago and we talked some of these things through.  The Board is trying to address those matters.

If we work together to learn about how we can proactively address these issues so the company can have comfort, then we're not testing prudence, we are just trying to ensure that the costs are reasonably borne, because we're paying for those costs.

So I think -- I will try to heed Mr. Millar's advice and try to give you specifics when it comes to the analysis we asked for, and possibly a lightbulb will go on for either of us --


MR. MILLAR:  Or for Board Staff, for that matter.

MR. QUINN:  Okay.

MR. MILLAR:  I really do want to keep us moving here.  Do we have anyone on the phone with some burning questions on this initial set of slides?

MR. WHARTON:  We have a couple of questions here.  Sorry.

MR. MILLAR:  Oh, yes.  Go ahead, please.

MR. WHARTON:  Okay.  Thank you.  Just a few quick ones.  Just for the deferral account proceedings where the cost prudence will be determined, does Enbridge anticipate filing any gas supply information or any decision analysis on your gas supply decisions in those deferral account proceedings?

MR. STEVENS:  I think we can answer that sort of from the regulatory perspective.  It really depends, I suppose, what's being asked to be cleared and if there's a requirement for extra evidence to be provided, and similarly, it depends what questions are asked as to whether there is information that needs to be filed in a responsive manner.

In the ordinary course I don't think Enbridge would expect to be filing full decision analysis on each decision that it has made from a gas supply perspective in each deferral account proceeding, if that is what you are asking.

MR. WHARTON:  Yeah, I guess it just comes to Dwayne's question about alternatives and if it is up to intervenors at that time in terms of the cost prudence to bring evidence forward in those proceedings rather than this proceeding.  So just a clarification that we were looking for in terms of what you are going to present in those deferral account proceedings.

MR. STEVENS:  Was my answer responsive enough or do you need more?  Do you need me to answer more detailed questions on that same line?

MR. WHARTON:  It sounded like costs were going to be  -- in terms of difference from actuals and forecast.  But in terms of decision analysis it sounds like you don't anticipate filing that type of information in that proceeding.

MR. STEVENS:  I don't think that that would be sort of the expectation on a proactive basis or on a pre-filed basis.

MR. WHARTON:  Thank you.

MR. STEVENS:  As Jamie mentioned off the start, Enbridge's expectation is that should the Board in its report in this proceeding or in a report following any annual updates indicate general approval of the -- or general acceptance that the plan follows the guiding principles, then Enbridge would expect that its costs would really only be subject to questioning concern in the event that the execution of the plan by Enbridge diverged from what had been filed.

MR. MILLAR:  Mike, did you have one quick question to finish us off on this section?

MR. BROPHY:  Just before we leave this section while we're kind of on the process, we had submitted a question I think that fits right in here.  Maybe I could just ask that one.

And it relates to the ongoing consultation process that the company proposes, I think you call it continuous improvement strategies and stakeholdering, and over the life of the plan.

And I know you indicated that there will be other proceedings and linkages, and I am not sure how every issue feeds into all of those, but can you maybe comment on what you had in mind.  Are you looking to do a consultative, or what is your approach for that?

MR. LeBLANC:  So that type of work is part of our annual -- and, you know, our planning process, continuous improvements.  And I actually think that that is probably something that we will touch on in the annual updates to some extent.  That seems to make sense to me that that would be the place where we would share some thoughts on if we've -- you know, what we're doing in terms of continuous improvement, if we feel that there is a topic that is important, and we could probably touch on it as part of the annual updates, because that is where I see us saying, okay, we filed a plan, the five-year plan, last year, and now we're going to talk about what's changed, what we've done differently, what we've found.

I think that will be part of what we do in those annual updates, if that helps.

MR. BROPHY:  That is helpful, thank you.

MR. QUINN:  One last process question, Mr. Millar, because we are going to loop back, are Enbridge staff going to be continuing to be here?  In other words, if we get down to this afternoon and I say, okay, here is a question I had that pertains to the discussion I had this morning, is Mr. LeBlanc here for the couple of days?

MR. LeBLANC:  You are stuck with us for the duration.

MR. QUINN:  Okay.  That's fine.  Just, we don't want to get stuck between panels.

MR. LeBLANC:  No worries.

MR. QUINN:  Okay.  Thanks very much.

MR. MILLAR:  Thank you very much.  Why don't we move on to the next topic.
Amalgamation and Integrating Gas Supply

MR. LeBLANC:  Sure.  This part of the discussion is titled "amalgamation and integration".  I am going to start on slide ten.

The regulatory process has brought us here today -- that has brought us here today coincided with an immense amount of change for EGI's utility business.

About the same time that Enbridge notified the Board that it would proceed with amalgamation, the Board issued its framework for the assessment of gas distributor supply plans.

That plan is set out -- has set out the Board's expectations on what should be included in EGI's filing of its five-year gas supply plan.

A number of items were new requirements or things that had never been filed before, including scenario analysis, performance metrics, risk analyses, five-year forecast, and three-year historical reviews.

To ensure EGI's filing could meet the Board's expectations an extension of the filing deadline was sought and received.  The extension granted for the filing of the five-year gas supply plan has allowed EGI to properly address the new requirements mentioned earlier.

Not long after that, on January 1st the two legacy utilities officially became one company.  In February and March, depending on where you are in the company, the new single utility organization -- single utility organization was reorganized to reflect the combination of the two legacy entities.

The reorganization was the beginning of the work required to move the combined organization towards truly operating as one fully integrated organization.

Some of the goals of this work have been accomplished already, but an immense amount of work remains, and this journey will take time.  Some parts of the organizational transform more easily, and others will be more complex and difficult.

The extension also allowed for EGI to make the first efforts of bringing the gas supply plans together in one comprehensive plan document rather than two separate legacy entity plans.

This can be seen in a number of sections, including administrative -- administration information, market overview, RNG portfolio, portions of the risk management section, gas supply plan execution, achieving public policy, performance measurement, continuous improvement strategies, and links to other applications.

Slide 11.  In February/March 2019, along with the reorganization of the rest of the combined utility, the gas supply team was integrated into one team responsible for all aspects of both legacy entity gas supply functions.  The new gas supply team is divided into three areas.

Erin, who is here today, is charged with the development of the gas supply plan and acquiring the long-term assets, such as transportation and storage.

Nicole Brunner leads the gas supply procurement team and Dawn Verdone leads a team responsible for the management of contracts, payments of bills, and internal and external reporting.  You can see the sort of the organizational structure on the slide.

This one new gas supply team is responsible for all rate zones.  However, many of the processes remain separate and distinct at this time.

Since reorganization, the team has had two broad focuses.  First and foremost, make sure the regular day-to-day planning and execution work continues to ensure that the customer needs are serviced.

Second, carry out the complex work of combining processes and procedures of the two legacy gas supply teams into one.

I added this graphic yesterday, actually yesterday morning, and the reason I added it is as I was thinking about how can I better demonstrate that my team and I and the company's interests are aligned with the interests of customers.

So I decided I would add something to the presentation that is actually still a draft, and really a document meant for internal alignment of my team.  The figure on the right is meant to be a high level vision statement for the gas supply group about what we are trying to achieve and a path to get there.

And Erin here can attest that the exact wording of this thing is still up for debate amongst myself and my staff.  But even so, I thought -- in fact I was even debating it yesterday with staff, but I thought it was still worthwhile sharing because, I guess, it helps to show the alignment of the company and ratepayers.

So I will just step through it really quickly to give you a sense.

So the centre is really what are we trying to achieve.  So plan and execute gas supply procurement to maximize customer value.

And how are we going to do that?  I will start at the top.  A fully integrated gas supply plan grounded in gas supply planning principles.  System improvements required to execute procurement and related reporting effectively and efficiently.

Stakeholder confidence -- which is really today an important part of that, stakeholder confidence through transparency and demonstration of commitment to integrity and the gas supply planning principles.

A strong continual improvement review process,  opportunities for growth and development of our people, and finally, consistent integrated policies and processes rate zones.

So I thought in sharing that, it gives you a sense of what we are trying to achieve and what we're trying to do.

Slide 12.  Just to switch gears for a moment, I thought I would touch on what is not changing.

A primary concern in these early days of the amalgamation work is to ensure that customer needs continue to be met in accordance with the guiding principles.

Enbridge values of safety, integrity, and respect are very important, and guide everything we do as a company. The guiding principles continue to be the foundation on which the gas supply function operates and makes decisions.

Both legacy companies had both regulated and unregulated components to their legacy businesses, and we’re careful to ensure separation of those functions where needed in order to protect ratepayers' interests and the integrity of the markets in which it operates.

We will talk more specifically about some aspects and applications of separation in this conference.

The new combined entity continues to ensure that it meets the expectation of Affiliate Relationship Code for natural gas utilities as we did as separate entities.

Slide 13.  Bringing together the entire gas supply function into one team is allowing for easier combining of processes and methodologies, as well as knowledge sharing.  A lot has been accomplished, but there is still a lot to do.

Over the last seven months, we have done a number of things, including the following:  reduce the total gas supply staffing.

Early work by the procurement team has found synergies through planning commodity purchases, seeking approval for commodity purchases, and procuring supply through one process.

Training and transitioning of responsibilities,   consolidated gas supply reporting, blind RFP process -- the blind RFP process, which we will talk about more later, has been refined and is nearly completion of its first execution by the amalgamated utility, and we filed the harmonized five-year gas supply plan.

These early changes represent the first fundamental steps towards an integrated gas supply function and an integrated gas supply plan.

We are nearing the completion of consolidated -- oh, and as an aside, there were a couple of questions about other areas.  So I am just adding this, that we are nearing the completion of the consolidation of the control rooms for operations.

That process has been very lengthy and intense for the team.  The SCADA systems were not the same, so we effectively had to move one company into the other's systems.  But we are on-track, and continue to work on the combination of the control rooms, and are targeting full cut over for November 1st.

In fact, much of the EGD rate zone is now controlled through the Chatham control room and final transition is ongoing.

We have also consolidated the nominations to third party pipelines work.  And many of these things have led to -- will lead to cost reductions associated, and those cost reductions will be shared with ratepayers through the earnings sharing mechanism, as well as shared with ratepayers at the time of rebasing.

Slide 14.  Like I've said a couple of times, I think, already, combining the plans is not an easy feat.  EGI is bound by pre-existing regulatory process, Board-approved methodologies and rate structures.  EGI's main priority is reliability and security of supply, ensuring that customers receive their gas and remaining operationally unaffected by the amalgamation.

As integration continues for any existing Board approved methodologies, EGI will file new proposed methodologies following the typical OEB process using the appropriate avenue application to do so.

In regards to average use, demand forecast methodology, a proposal will be part of the next rebasing application as per the Board's decision and order in the MAADs and rate setting mechanism proceedings.

Other changes that are not specifically Board-approved, but impact the gas supply plan, will be shared and discussed as part of the annual updates to this process contemplated in the Board framework as part of significant changes, or in whatever section it happens to apply.

I guess I will just touch on my bullets that I added yesterday to the slide, just to give people a little bit of a sense.

The way I see the integration of the plans, there is a lot to it and these are sort the aspects, as I see them, of the integration.

So there’s the people, the processes and policies, which are really the early things that we are working on now.  Systems, pre-existing Board-approved methodologies and rate structures, and the assets and service contracts themselves of the plans are sort of the areas that I believe will be touched through the integration process.

Slide 15. So I wanted to touch a bit on some future activities.  EGI is in the process of combining the gas supply procurement policy.  There are two identified -- so previously, there was obviously two policies, one for each entity, and they are the policies that we're continuing to follow.

But there are two identified differences between the policies which we have been operating under historically.

EGD rate zone allows for contract terms shorter than one month, which it has performed regularly.

And then second is Union rate zones allow the option to structure deals from index to fix the price over the term of the contract; however, while part of the policy that was not typically undertaken by Union Gas.

EGI has kicked off -- has also kicked off what it calls the cost of gas project to integrate underlying IT systems that support gas supply.  There is a lot involved and a lot of complexity involved in the updating of those systems, and the current plan time line is for that work to be done and it to be sort of live and us using it around mid-2021.

Gas supply, along with other company functions, will create an integrated plan.  There are a lot of things that need to change within the gas supply plan, but everything is intertwined, and some components are tied to Board-approved methodologies.  We will share more detailed plans in our first annual update.

Next slide.  16.  Integration of the supply plan is a complex undertaking requiring thoughtful planning.  Some time lines are dictated by existing contracts.  You can see we threw this graphic -- we will probably see it later, but we threw this graphic on here to show that there are a number of very long-term contracts currently part of the supply plans.

As you can see, a large portion of them stretch out to early 2030 sort of time frame.  This will obviously limit flexibility in rearranging portfolios.

The demand within these rates -- something to point out, I guess, though, is that the demand within these rate payers is not changing because of amalgamation.  And as demonstrated in the supply pie charts, figure 20 and 31, and transportation contract summary found in Appendix B, F, and G, both legacy utilities have complimentary portfolios, in that they contract at similar basins and are underpinned by similar transportation assets.

Enbridge does not expect to see significant savings to ratepayers as a result of blending of the portfolios directly.

Operationally, EGI could see benefits on how the assets are utilized across the rate zones.  However, we must -- one thing that we have to have in place is the mechanisms to ensure that the right rate zones and therefore the right ratepayers are paying for the services that they incur.

So what I am talking about there is, we need to be careful to be able to -- if we use -- in my view, if we use, for example, an EGD rate zone service to do something on the Union Gas rate zone side, we need to have a mechanism to price it.  We need to have a mechanism to cross-charge it to make sure the right rate zone is paying for the services provided.

So we need to think that through and make sure we have a process.  A one-off or a two-off is not a big deal, but if we are doing that on a regular basis we need to have systems and processes in place to make sure that that kind of activity can be done and that the costs are assigned to the right rate zone and the right ratepayers.

With that, after a drink, I am open for questions.
Q&A


MR. MILLAR:  Any questions?

MR. LADANYI:  Maybe I can start off again.

MR. MILLAR:  Tom, go ahead.

MR. LADANYI:  One area you didn't mention is gas cost accounting.  Are you going to have integrated gas cost accounting if there are some accounting differences between the old EGD and old Union Gas?

MR. LeBLANC:  So there is probably a couple of parts there.  Yeah, part of -- so to the extent that the methodologies are different and approved by the Board, they will obviously have to go through a Board process to change.  But to the extent that they are within our control, we would look at changes as we see necessary.  And as part of reviewing the plans and how we operate and account for the plans, we would look at those things.  But, you know, that is probably some of what we may touch on in our annual updates to give people a sense of what we're doing.

But I mentioned the cost of gas project, and that project is very much about the underlying systems to be able to allow the company to effectively account for the two rate zones in one system but according to sort of the rules as currently set.

So, yes, we're going to -- to the extent -- until there is Board approval of changes to methodologies, we will continue along the methodologies that each entity would have in place and account for them sort of in the rate zones as is, but there could be things over time that would get changed and aligned for sure.

MR. LADANYI:  Right now you are not actually doing anything different.  You are continuing with the same way you have been accounting all along.

MR. LeBLANC:  That's correct, absolutely.

MR. MILLAR:  Mike?

MR. BROPHY:  Hi, just two questions.  One is, have you -- or when are you planning to integrate your avoided gas cost methodology that would flow into, say, the DSM programs and that type of thing?  I am assuming that is all being done in parallel to what you are talking about, and if you have done it, you know, is there a material impact or difference between those?

MR. LeBLANC:  So I would tell you that I don't know the details, and I believe that that -- that work is -- I am sure is being looked at, but it is outside of really the purview of the gas supply planning that my team is responsible for.

MR. BROPHY:  Okay.  So it's outside of the org structure then?

MR. LeBLANC:  That's correct, yes.  My team is not responsible for that work.

MR. BROPHY:  Okay, thank you.  Second question is -- and I think I know the answer, but I have to check with you.  I understand previously there were arrangements for gas transfers between, say, a Union and an Enbridge, et cetera.

So now that you are one entity, I am assuming that there were some costs and inefficiency having to do that.  Are those inefficiencies now gone, or do they still exist?

[Mr. LeBlanc and Ms. Liberty confer.]


MR. LeBLANC:  So there are a number of historical interactions, I will say, between the two entities.  To the extent there were -- well, there always were.  To the extent contracts existed in the past to govern those interactions, now we actually don't have contracts.  You can't have contracts with yourself.  But we have created a process which is effectively the same as a contract.  A term sheet is what we call it, process to, you know, rely on still the terms of those contracts to govern how the two legacy rate zones interact in those cases.

So I think that's -- is that what you are referring to?

MR. BROPHY:  That is exactly what I was referring to.  So your new approach, because you don't have a contract with yourself or transfers, has that resulted in some reduced cost to ratepayers?  Or how does that...

MR. LeBLANC:  I wouldn't say so at this point.  It is more about -- at this point we are just trying to make sure that the right ratepayers continue to pay for the right things.  So making sure the costs are in the right place.

There may be some efficiencies in that maybe it is easier to administer those contracts sometimes under one roof, but for the most part I wouldn't say that there would be a lot of efficiencies achieved in terms of costs surrounding those term sheets.

MR. BROPHY:  Thank you.

MR. MILLAR:  Anyone?  Dwayne.

MR. QUINN:  Yes.  Thank you, Mr. Millar.  Jamie, first off, I respect that there is a lot to integrate between contracts, people, systems, all of that kind of stuff.  But notwithstanding that, either company right now uses SENDOUT, correct?  As a planning tool?

MR. LeBLANC:  Yes, we do.  I can speak a little bit more to that if you would like.

MR. QUINN:  Well, you may anticipate from my questions where I am going.  So why don't you elaborate on that and then I will specify my question if it is not answered, thanks.

MR. LeBLANC:  So that is a great example of the complexity of integration when you get into the details.  So, yes, we both use SENDOUT.  We both have our own models we have built over time, and I think I talk about it, actually, in a later piece.  So I will just touch on it now, and I will probably go into a little he bit more detail later.

But effectively, the way each entity is modelled has quite different, and there is -- we are looking at the integration of the SENDOUT modelling, but we are not there.  It is very complex in that it is partly tied in some of the underlying methodologies of our two rate zones as well.  So it is definitely on our list, but we are not there yet.

MR. QUINN:  I guess I will defer specific questions.  I want to hear what you have later on, and I do respect that there is a lot to put together.

However, this is linear programming.  You have capable people on either side and now the best of the best together.

My specific question is have you run a combined send- out model?

MR. LeBLANC:  No.

MR. QUINN:  Okay.  Then this -- I think it’s under this section, or you can tell me if it is later on.  Why wouldn't then -- if you can't, if it is not feasible, you have not done it -- I am going to presume that for now -- why can't you look at diverting contracts, whether it be long-haul contracts or STS.  You've got to be able to see both sides to say, okay, we have two contracts going to the EDA.  There's underutilization, historic underutilization in Union North East, to that area.  But then you have an EDA contract for Enbridge that has capacity that may at times be used for optimization, because I saw the word optimization there.

Why wouldn't you refine your process for utilization of those contracts before looking for optimization opportunities?

MR. LeBLANC:  A couple of things.  I would say that like I mentioned earlier, we need to -- so we have been looking at, you know, what could potentially be done.  But we need to ensure that we can account for it correctly and make sure the right ratepayers are paying for it, which will take a bit of time.

But we are looking at those opportunities, but they need to be thought out and the plan -- you know, it can be nice to sort of cherry pick some ideas, and I agree with you that there may be ideas on how to use contracts differently.

But the focus for the last several months -- I mean, I brought two teams together into one smaller team and really just making sure that we can ensure that the work of the day-to-day entity can be done and make sure that we don't miss something and make sure that staff, who were previously not involved in one legacy entity's gas supply plan or the other, understand it.

We are not quite there yet, I guess is what I would say, Dwayne.  But it is not that we're not thinking about it.

We will be looking at how we further integrate as we go along, and we expect to continue to keep this group updated through this process on what further integrations we’ve found and how that is helping us find synergies if there are some, and to move the process toward a more integrated plan.

So I guess in summary, it is going to take some time.

MR. QUINN:  Again, I understand and respect the time.  I am going to ask a very specific area and then move on.

But first off, your STS contracts on the Union side can be pooled, and on the Enbridge side cannot be pooled, correct?

MR. LeBLANC:  Yes.  Actually, we have a slide and some materials on STS, so for that one, maybe we can touch on it.

There’s a lot of the nuts and bolts that I think your questions seems to be targeted towards will probably be touched upon in the supply option analysis section, which is sort of -- I think maybe before lunch, or maybe just after lunch today.  So we can get into some of those details like STS and things there, if that helps.

MR. QUINN:  Okay, I will defer on that.  I see your UDC is tomorrow morning, and some of the other discussions this afternoon, and the rubber hits the road when you are planning toward reducing UDC.  So it is not just operating the plan.  It is actually planning to not have UDC, as opposed to saying we have planned UDC, how do we avoid it.

So when we get to STS, even though UDC is in risk mitigation tomorrow morning, that is what I will be asking about is how are you looking at opportunities in the short term.  You don't have to go for a full-blown, comprehensive SENDOUT to say we have pooled STS capabilities that we didn't have in our discretion before.

And as long as contractually allowable, in the terms of the delivery points that you have available or through diversions, those are opportunities that are staring at you.  And in terms of bringing your team together to show small winds to the organization and to the team, this is how we can come together for the better of each other.

MR. LeBLANC:  Yes.  I think we will talk about this a little later, Dwayne. I will throw out one thing, though.

STS contracts are not contracts with ourselves.  They're contracts with TransCanada -- or TC Energy, sorry. And, you know, the terms of those contracts are subject to commercial negotiations and maybe even NEB approvals, I am not sure.

So it is not quite so simple as just to decide that we would like to pool STS credits amongst all of the contracts.  There will be a necessary process to make sure that we can, and TC Energy needs to be on board with whatever we're proposing and that will obviously take some time, too.

MR. QUINN:  I agree.  I will defer to later on.  I wasn't necessarily saying pooling credits, but pooling the capability of delivery and that is something that we can talk about when we get into the detail later this afternoon, thank you.

MR. MILLAR:  Tom?

MR. LADANYI:  Tom Ladanyi, Energy Probe.  Is this the only section of your presentation that mentions Affiliate Relationship Code and how you meeting it, or are you going to talk about it at some other place?

MR. LeBLANC:  So I don't think we -- offhand I don't think there is anything extensive in the rest of the presentation.  So this is probably the appropriate time to ask questions.

But my view on this is both legacy entities have been complying with the Affiliate Relationship Code for a very long time, and know it well.  We train our staff annually on what is in there, so that the staff are aware.

So the Affiliate Relationship Code is not new to us, and we fully expect to continue to comply with it.  So that is really where my head is at, and I think the company's head is at on the Affiliate Relationship Code.

MR. THOMPSON:  I am more interested about, as a result of amalgamation, there are now a lot of upstream pipelines that are affiliates of Enbridge, and I wanted to know how are -- like, essentially the mechanism that you are following in trying to meet the Affiliate Relationship Code.

MR. LeBLANC:  That is not new.  Enbridge Gas Distribution was an affiliate of Vector Pipelines and others for many, many years.

I don’t offhand know the specific details, but we do have certain reporting requirements around certain transactions that occur between affiliates and we do comply with that reporting process.

MR. LADANYI:  Is there any document that I can look up?  Obviously, we don't have a lot of time here to go through each detail of each particular pipeline, so a document that I can look up that exists that will explain how you are meeting the Affiliate Relationship Code with respect to upstream pipelines specifically?

MR. LeBLANC:  I would not -- I cannot think of offhand a specific document that addresses that subject at this time.

MR. LADANYI:  I don't want to make this cross-examination, but I am trying to understand the process going forward.  You will be filing an annual gas supply plan and it will be some document that will tell you we are having contract on-such-on such a pipeline.

Then we will be able to ask you how this contract -- how you decide to do this, and then will be some questions and answers.  And then will be annual clearing of deferral and variance accounts, and then we will find out what it actually costs for this and then we will be able to challenge that and say you paid too much.

That is how I see it playing out.  Is that how you see it playing out?

MR. LeBLANC:  Can you repeat your question?  Sorry,  I didn't catch the whole thing.

MR. LADANYI:  At which point in time do we actually see the workings of this Affiliate Relationship Code and how you are actually complying with it?

You said you want to comply with it, which is fine.  I think your heart must be in the right place.  But that is all we have right now.  We know your heart is in the right place, we know nothing else.  So it is kind of like trust us, believe us, we are really good guys.

When do we see the numbers on how you are complying with it and the mechanics of it?

MR. STEVENS:  Sorry, Tom, just for my clarity, are you asking how Enbridge establishes that the costs paid to affiliates are consistent with the ARC?

MR. LADANYI:  Yes, I am.

MR. STEVENS:  And is your concern that something is happening that is not transparent that is not happening in the market?

MR. LADANYI:  Obviously I don't have the information, but I think the ratepayers in general would be concerned that something could be happening and we would not know about it, would we?

MR. STEVENS:  To Jamie's point, I mean, as I understand it Enbridge Gas Distribution had contracts for many years with Alliance and Vector.  You will remember that there were questions asked about that at certain points in time.

Union has a contract with Nexus.  I am sure -- and now Union and Enbridge have -- are affiliates with Nexus.  I am sure there is other examples.

But I am not aware that this has come up as an issue in the past in terms of some sort of specific ARC compliance documentation to be filed in a case, so I am curious as to what exactly it is you have in mind that would be provided?

MR. LADANYI:  Well, I am not sure what I have in mind.  What I can tell you is that we have nothing now before us, and I think there is far more affiliate relations now than there were before.  You have got to agree with me on that.

And I would just be interested to see at what point in time do we see this and at what point in time can we evaluate whether this works?  We are not going to see it at this proceeding, or this consultation.

MR. STEVENS:  I guess we are open to understanding what it is the parties say in their submissions about what should be provided in the past.

I mean, as both Jamie and I have mentioned, we haven't understood this to be sort of a systemic problem or systemic issue or systemic concern in the past, and that is how we have developed the practices we have.

MR. LADANYI:  The only reason -- I don't want to talk about this too much, but the only reason I raise it is because, yes, it was a concern in the past, and in that past time it was resolved for those particular conditions that existed then.  But now the situation has changed with the amalgamation with the two companies and it might come up again.  I don't know whether it will come up, but at some point in time we're going to have to see the effect of this.

And apart from you telling us that everything is fine, we don't really know, do we?

MR. LeBLANC:  If I can just interject for a second just hopefully to be helpful.

For example, an example, so later on in our presentation we will talk about renewals of Vector contracts.  So part of -- I think part of this process, we were -- we intend to give you some insight into decisions that we are making and the basis and how we made those decisions.

So I think to the extent that we do a good job at explaining to you how we make decisions and what goes into those, it should provide the ratepayers with some comfort that we are evaluating these contracts very much in the same way that we evaluate contracts with, you know, fully external third parties.

So hopefully through some of what we present today you will get some sense of that.  And, you know, on the supply side if we are buying gas we use an RFP process the same as we always have.  So affiliates could bid into RFPs, and to the extent that their price is the best price, you know, that will speak for itself, I think, in that process.

So I guess I would just offer that there is a bit more to come in the presentation which will hopefully help to address your concern.

MR. LADANYI:  I will wait to see what happens.

MR. MILLAR:  Do we have any questions on the phone?

Okay.  I think we are at our -- Dwayne --


MR. QUINN:  May I just, because I see David is grappling with some more recent examples.  If you can think about storage and our concerns in that area, if you can flip that to transportation.  And I don't want to get too far ahead in the process, so I will let Enbridge talk about that.

Evaluation process is one thing.  Data and evidence is very helpful to create comfort.  So I think we will need to talk about that later, but if you try to think of an example, think about storage, and think about how that type of process relates to transportation.

MR. LeBLANC:  We will talk about storage specifically actually tomorrow morning.

MR. QUINN:  Tomorrow morning.

MR. LeBLANC:  Yes, but I think we will talk about aspects of the transportation today during the supply option analysis, so hopefully we'll answer those questions.

MR. QUINN:  I see that there.  I was just trying to help Mr. Stevens, because we've had a little bit of discussion in the past about the storage issue.  Okay.  Thanks.

MR. MILLAR:  Okay.  I am going to propose we take our morning break.  It is -- that clock up there is a little slow, actually.  It is five to 11:00, so let's come back at ten after 11:00.  Thank you.
--- Recess taken at 10:55 a.m.
--- On resuming at 11:10 a.m.

MR. MILLAR:  If I can ask everyone to take their seats, we are going to get started.

David, are we ready to go?  Are there any matters you need to address?

MR. STEVENS:  No, thank you, Mike.  We are ready.

MR. MILLAR:  All right.  Everyone, we are going to get started, and I will hand it pack to the dais.
Demand Forecasting


MR. LeBLANC:  So in slide 19, before discussing this section information, I would just say that we relied on other experts from other parts of the company for some of this.  So we would suggest, I think, that the annual demand is really an input into the gas supply plan, and not part of the plan itself.

We do think, however, that we should cover off this area to some extent because, as we all know, it is a very important input into the plan.  So we tried to answer, you know, the questions to the extent we could and at least touch on it as part of what goes into the starting of the plan.

So the annual demand forecast for Union and EGD rate zones are completed separately using the respective Board- approved methodologies, and this we don't think should change at this time.

The methodology employed for the EGD rate zone has not been reviewed by an independent consultant, but has been filed with the Board and demonstrates its adequacy through the use of a battery of diagnostic tests of the regression model which showed the statistical significance of regression models being used, and through the use of grass roots approach to forecasting the contract market.

The methodology employed for the Union rate zone was reviewed and found to be appropriate by R.J. Rudden and Associates, and this study was filed as part of Union's 2007 cost of service proceeding, EB-2005-0520.

The existing regression models and processes were developed and thoroughly tested by each legacy company's respective demand forecast and analysis departments.  These models are reviewed and monitored closely by EGI on an ongoing basis to ensure that the customer base is represented accurately.

Each rate zone’s demand forecast is determined by forecasting customer numbers and average use per customer.  The difference between the forecast methodologies lie in the methodologies used for forecasting customer numbers and average use per customer.

Forecasts for general service customers -- sorry, forecast for general service customers are made by rate class and sector.

There was a question that I will try to answer here about who falls under Rate 1 and Rate 6.  Rate 1 is effectively residential customers; Rate 6 is effectively non-residential customers.

Forecasts for the contract market which are -- forecasts for the contract market which are customers who deliver to a single terminal and consume more than 340 106 m3s a year for EGD rate zone leverages a bottom-up approach.  Union Gas rate zone uses regression analysis for smaller customers in the contract market, while a bottom-up approach is used for the larger ones.

Regression models are used to forecast average use per customer.  However, there are differences between models in terms of data frequency, customer class detail and the selection of driver variables included in the model.

Both models have similar driver variables to explain the change in average use.  However, there are subtle differences because each subset of customers can behave differently and potentially respond to different variables.

EGD and Union rate zone number of customer forecast is also similar.  Both forecasts use regional housing starts forecasts, and an economic outlook to estimate number of customers.

All demand forecasts layer on DSM savings assuming that most recent -- assuming the most recent Board-approved DSM plan.

If DSM savings are not available for future years, EGI will assume the same level of DSM savings as carried forward and updated DSM savings -- update DSM savings once the Board approves subsequent DSM plans.

An annual demand volume forecast faces a variety of risks, as is the case with any forecast.  Differences in economic conditions, customer behaviour, customer contracting decisions, weather, and natural gas prices are a few of the risks that are inherent in annual demand forecasts.

It is for these reasons that EGI maintains a portfolio of flexible, reliable and diverse upstream assets in order to be able to react to changing customer demands.

Each year, annual demand forecast methodologies are reviewed for their adequacy in describing customer demands through evaluation of regression models and in sample forecasting errors.  Once models are evaluated and validated for their adequacy, EGI will forecast demand using forecast variables for weather, economic variables and other factors that have been found to help forecast demand.

However, EGI does not make multiple scenario forecasts of annual demand for use in internal processes.

Slide 20.  The design demand forecast for the Union and EGD rate zones are completed separately, using their respective historical methodologies.

All processes leverage regression analysis, and are updated at least once a year as new information becomes available.

Navigant Consulting reviewed and updated design criteria for the EGD rate zone and reviewed relevant weather variables to be used in demand analyses, EB-2011-0354.

The Board approved the use of Navigant's estimation of design weather criteria for a one in five recurrence interval, and EGD uses this criteria to forecast design day demand.

EGD rate zone only has upstream data by weather zone.  So we use weather information from central zone -- which is effectively the GTA, Niagara, and eastern zone -- and estimates design day demand and subsequently design day contracting requirements in this way.

Design day demand is not estimated for rate classes or sector because the data does not exist to do so.

As outlined in page 36 and 37, EGD rate zones design day models include variables for weather factors, a trending customer growth, and a dummy variable to control the difference in demand between weekends and week days.

Any change in design day average use are captured through these variables.

Design day consumption is not declining on average in the same way that annual demand is.  EGI is unable to accurately determine the cause for these differences, but it could be related to conservation programs being more effective at impacting average day demand than impacting design day demand.

Sussex Economic Advisors reviewed and commented in the Sussex report on the relevance of considerations made and the processes used to forecast design day for the Union Gas rate zone and endorsed its methodology.  That was in EB-2013-0109.

Similar to EGD rate zone, Union Gas rate zone design day demand is forecasted by weather zone, in its case for London, Thunder Bay and Sudbury, and estimates design day demand and subsequent design day contracting requirements in this way.  Design day demand is not estimated for rate classes or sector because the data does not exist to do so.

As outlined in pages 72 to 76, Union Gas rate zones design day model includes variables for weather, and a trend in customer growth.  Further, Union Gas rate zones apply a wind adjustment to design day degree days and exclude weekend demand in the regression model in order to control for differences in consumption behaviour on the weekends versus week days.

Similar to annual demand, each year design day demand forecasts methodologies are reviewed for their adequacy, in describing customer demands through evaluation of regression models and in sample forecasting errors.  Once models are evaluated and validated for their adequacy, EGI will forecast design-day demand using forecasted variables for weather and the other factors outlined that have been found to help describe design day demand.  However, EGI does not make multiple scenario forecasts of design-day demand for use in internal processes.

With that, it is time for questions.
Q&A


MR. MILLAR:  Questions?  Tom?

MR. LADANYI:  Can I start off again?

MR. MILLAR:  You bet.

MR. LADANYI:  Linda pointed out that she can't hear me.  Can you guys hear me?  Can the reporter hear --


MR. LeBLANC:  I actually have a little difficulty hearing you, and even more sometimes with Michael, but I am doing my best.

MR. LADANYI:  Well, I am trying to be close to this microphone.  They changed the microphones in the north hearing room, but these ones are still the old microphones.

Anyway, my question is only about two things you didn't mention, which is the unbuilt and unaccounted-for gas and the lost and unaccounted-for gas and storage.

So are they still being separately calculated?  Do you have a combined calculation of the forecast of unbilled and unaccounted-for gas and lost and unaccounted-for gas?

MR. LeBLANC:  So I don't know.  I assume -- and this could be totally wrong -- but I assume that they're still being separated strictly from my point of view that the rate zones and the, effectively, the customer base are remaining separate for many and all aspects, I think, of rates at this point.

So I would assume that they're being done separately as they have been done in the past.

MR. LADANYI:  There were years in the past when Union was gaining gas and Enbridge was losing gas.  And there was obviously some differences in how these were estimated.  So -- and I think that now that they're both the same company, I am kind of concerned that ratepayers will be paying for something that they really shouldn't be paying for.

MR. LeBLANC:  I really think this is probably outside the purview of this process.  We are not really the experts on that, but I am sure there will be some interest in that in other proceedings.

MR. MILLAR:  Roger?

DR. HIGGIN:  Roger Higgin for Energy Probe.

There are two things that I would like to put out as concern --


MR. MILLAR:  Is your mic on, Roger?

DR. HIGGIN:  Yeah, it is on.  Can you hear me now?

MR. MILLAR:  Speak right into it.

DR. HIGGIN:  Unless I eat it...

[Laughter]

DR. HIGGIN:  So two things I would like to put out.

First of all, it's been a long time since there's been any discovery on the base demand forecast by intervenors, customers.  When might we have an opportunity for discovery?

And the second is, you said that you cannot do scenario analysis.  Now, I understand that when it comes to design day, because of the way design-day forecasts are done.  But I can't understand why you cannot do scenario analysis at least for the non-contract classes, that is the Rate 1, Rate 6, et cetera, why you can't do scenario analysis of the demand.

MR. LeBLANC:  Unfortunately you are probably already stepping outside my level of expertise on this matter, and so we really felt -- because of the importance of the demand forecast as an input into the gas supply plan, we felt we should touch on it.  But we are really not the right people, and this is, I don't think, the place, unfortunately, for -- I know you have a number of questions and concerns to go into the details of the demand forecast components and what are done.  Unfortunately that's --


DR. HIGGIN:  Maybe David could answer the question.  When will there be any opportunity for discovery on the demand forecast?

MR. STEVENS:  That's a topic that will be addressed within the rebasing proposal.

DR. HIGGIN:  That is several years away.

MR. GARNER:  I have a different question to Jamie, is why is it -- and maybe to Enbridge -- I don't know if you can hear me.

Why is it that the demand forecast isn't integral to the gas supply plan?  I mean, if your demand is half of what it is right now, let's say, you're going to have a whole different type of plan, right, a whole different transportation.

If the variance in your demand is significantly different, you are going to have a different supply plan, because you're going to have more options for variability, right?

So I am a little lost at the idea that the demand forecast methodology isn't integral to the gas supply plan.

And my next follow-up with that, as we put in our thing, is, it is not clear to me why an integrated company has methodological variances in its forecasting, because -- and, you know, I mean, going past and saying, oh, five years ago this was approved by the Board here, five years ago this was approved by the Board here, yada yada, I go, I understand, when Union Gas was a company it had one method and when Enbridge was a company it had another method.

But it seems inherently illogical for a single company to have a different way of, for instance, doing average use for the same types of customers, right?  That is inherently -- it doesn't make any sense.  You are one company, right?

So our questions really were understanding that you can't get there today, you have to figure some things out, was, when are you going to figure those things out such that as part of your gas supply plan you are going to present a harmonized way of demand forecasting?

MR. LeBLANC:  So I heard a couple of questions there.  First one is, why is it not part of the -- why is demand forecast not part of the plan?

So my opinion is demand forecast drives more than just the gas supply plan.  It drives -- this is really high-level, but it drives rates and other things as well.

So to me the way I think about it is the demand forecast has to be established for all aspects of the company, and then we take that demand forecast and create the gas supply plan to meet that demand forecast.

So it is a very important input into the gas supply plan, I agree there.  But it is really not part of the gas supply plan.

It drives more things than the gas supply plan, and that is why it is not an integral part of the gas supply, because it is not just for the gas supply plan, so that would be my thoughts there.

And I think the other question through what you were saying is, why are we not integrated now.  And I think, like what I have been discussing in many other aspects, I think it does take time to integrate processes and procedures, and the methodologies have been approved by the Board.

So in order to change a methodology, my understanding is it would have to go in front of the Board and be dealt with.  And I believe I heard that that would be dealt with at the time of rebasing according to the Board's direction.

MR. RUBENSTEIN:  So I totally understand -- I totally agree with Mark's comments.  I do not understand this.  And I accept your comment that you used the demand forecast methodology that's been previously approved for a broader array of things, and I accept that for the purposes of setting distribution rates that will be done at the rebasing proceeding.

But in the interim five years, for gas supply, which is entirely different, and that is approved on every year and is not part of the price-cap structure for the rate-setting, how it cannot be considered an entirely integral part of the gas supply planning process, and that parties should not be able to ask questions about it and have a better sense of it.

MR. STEVENS:  So what Enbridge has done is it has read and responded to the framework.  The framework is clear that the OEB expects the distributors to use its OEB-approved methodology for demand forecasting when preparing a gas supply plan.  So that is from page 8.

So for Enbridge to take the step of moving ahead and preparing a demand forecast based on some prospective combined methodology would be at odds with the plan until we have Board approval.

MR. GARNER:  Well, not really, because if I read back exactly what you said is that under -- right now, there is no approved plan for Enbridge Gas Distribution integrated as an amalgamated company.  There are two former plans.  So I can read that interpretation and read it the opposite way, saying as, no such forecasting exists.  What exists is two old plans from two old utilities that don't exist any more.

MR. STEVENS:  I suppose that is a matter for argument, Mark, but from Enbridge Gas's perspective what we have are the build-ups of a gas supply plan to serve the Enbridge Gas Distribution rate zone and a supply plan to serve the Union Gas rate zones.  That is what you see in the filing and for each of those rate zones, Enbridge has made use of a demand forecast that uses the Board-approved methodology for that rate zone.

If, as, and when there is a combined demand methodology approved by the Board, that will result in a different demand forecast, and the gas supply will have to be updated to meet that different demand forecast. But we see that as a later step.

MR. GARNER:  That seems interesting, only simply because your statement says there would be a different gas supply plan whether there was a different type of integrated forecast, which means the gas supply plan that you are presenting under the current forecast isn't the same gas supply plan framework you would present under a different forecasting methodology.  Is that what you are saying?

MR. LeBLANC:  I think you are presuming that the forecast would change.

MR. GARNER:  I was listening to David and that is what I heard from what he is saying.

MR. LeBLANC:  I hear your point, but there is a presumption in what you are saying that the forecast would change.  And perhaps it would be exactly as it is today.

MR. GARNER:  It would be.  But, Jamie, can I ask you another question?  Isn't it also the variability in the methodology?  One of the things you are doing in a gas supply plan is that you have your demand.  But also, depending on your forecast -- and let's say you were with Enbridge all this time -- you might expect a certain amount of variability.  You are used to your forecasting methodology; you kind of understand its strength and weaknesses in that variability, and you build that into your supply plan, don't you?

MR. LeBLANC:  I don't think we account -- I don't think we would necessarily account for perceived -- ours or other folks' perceived weaknesses in the demand forecast in our gas supply plan.

I think that is too big a step.  I think we really do use the demand forecast as it is created, and we then take it and create our peak day forecasts and use that, and the demand forecast itself, to figure out what assets do we need on peak day and what assets do we need on average day or for supply reasons.

MR. GARNER:  Thank you.

MR. MILLAR:  Anyone on the phone?  I will go back to the room in a moment.  I don't want to ignore the people on the phone.  Mike, did I see a question at the back?

MR. BROPHY:  Sure.  I will try to be louder if you have trouble hearing me, too.  Sorry about that.

MR. LeBLANC:  That's good, thank you.

MR. BROPHY:  I had two questions.  One is more on the empirical side and the other could be considered linked to policy -- which I know the pure policy places would be dealt with later.  But I thought because they both deal with the gas supply plan and demand forecast, it might be appropriate.

So I will start with the empirical, and then we can see if you think it makes sense to answer the policy one now or later.

On the empirical side, you had talked about several factors that have a large impact on the demand forecast and supply plan, such as wind and, et cetera.

Pollution Probe had indicated as an example one source of data where scientists across Canada had come together and published data this year based on years of information, and some of that is forward-looking where it is not a linear set of inputs that you could look historically and be able to measure that and predict the future, because there's some elements that are changing through the climate changes, et cetera.

So the question is -- I’m probably not going to go through every element of the model; that is not the intent.  But those forward-looking empirical elements, such as the ones that we had submitted in the question, how do you deal with that?

I think your model is predominantly weighted towards historical versus kind of future assumptions.

So maybe you can just walk me through how those elements would be accurately included in the model.

MR. LeBLANC:  So I can't speak to how it would impact the demand forecast, or the model for demand forecast.

I can speak to how the gas supply plan and execution would handle variances that were not forecast, I guess, maybe.

And so a number of the elements of the gas supply plan are designed for flexibility and making sure that we have the ability to adapt to sort of the real life scenarios that could occur.  Because even if you cannot forecast -- like you cannot forecast maybe some of the elements you are talking about, you can't forecast exactly what weather you are going to get on any particular day or what winter.

So the same elements of the gas supply plan that deals with weather, for example, we believe are capable of handling more general impacts, like the ones that I believe you are referring to.

MR. BROPHY:  So my takeaway on what you said is that there is a safety factor built in, because no model is equal to reality and the safety factor would be able to handle, or hopefully be able to handle those variances.  Is that correct?  Does that sound right?

MR. LeBLANC:  So I wouldn't describe it as a safety factor, but there is flexibility in the assets that we have and where we buy gas, and how we buy gas to ensure that we can respond to changes in demand.

So we buy a suite of assets to deliver gas on design day.  But there are, you know, in the case of extreme -- maybe on the upside, there are ways to -- it is expensive, but there are ways to meet demand that might outstrip our peak day forecast.

On the supply-side, that's precisely why we buy gas the way we do.  There's a large component of the gas that we buy at the Dawn hub, and we do that because that allows us to respond.  If you get into winter and you have a nice warm winter -- I will call it nice because that is what I think when winter is warm -- but when you have a warm winter, we can back off the -- sorry for the skiers in the room -- in a warm winter, we can back off our purchases and really just meet the demand.

In a cold winter, we can buy more gas and meet the demand.

So we maintain flexibility in our assets and the way we purchase to allow us to meet changes in demand.

MR. BROPHY:  So that is why I asked the question, because as we hit more kind of diversity in weather patterns into the future, the way you respond to it, as you indicated, you have a bunch of tools, contracts, flexibility in assets, et cetera.  There is a cost associated with that.

So when it doesn't occur, then I guess those costs can maybe be, you know, accessed back into the market somehow and recovered to lower costs to ratepayers.

But as that variability increases, then I am assuming probably those costs related to those levers you have talked about will also increase.  So do you believe that would be true?

MR. LeBLANC:  I am not sure.  I think we would have to understand the nature of that variability.  But I mean that's why we look at our plan every year and we review the tools that we have and, you know, consider how we can -- you know, history does -- I know it may not predict exactly, but it does give us an indication of what we might face.

I still remember winter 2013-14 very well; I am sure many do.  We learn and adapt from those things and create  -- and adjust tools to help us deal with the changes that occur.

So I think the plan is dynamic enough in the year to deal with the circumstances that we face in the year.  And I also think we are looking forward in our planning to ensure that we're, you know, seeing the changes and looking for ways and new tools, if there are any, to deal with them.

MR. BROPHY:  So the policy kind of flavoured side is there's in Ontario and through municipalities in other places, there are plans to reduce gas usage, significant plans, and I am sure that whether it is your group or others in the company are looking at those.

So how do you take those significant reductions and plan gas usage by municipality, and how does that end up into your model?

MR. LeBLANC:  Very much -- we will talk a bit more about some of those things in our public-policy section later on and also average day versus demand day, but, yeah, that's -- we will talk a bit more about it, I think, as we go along.

But like DSM, as DSM programs get approved by the Board they get incorporated into the demand forecast, which then feeds the gas supply plan and changes the gas supply plan, I think, so that is one example.

There is, you know, RNG or other things like that could also have similar impacts.  So we would see those types of items affecting the -- the demand forecast, which will then affect the gas supply plan as sort of how we see them being woven in.

MR. BROPHY:  Yeah, and we will talk more about in the policy.  Those types of things that you mentioned are intrinsic to the OEB, so DSM discussion, the things going on in municipalities are extrinsic or external and generally aren't talked about or dealt with within proceedings.

So it would be something that would go potentially into your model, but the OEB may not see and would rely on the utility to be dealing with.

MR. MILLAR:  I see you have a question, but I would like to move on after -- I am conscious of the time, and I want to keep things moving.

MR. GARNER:  Sorry, can you remind me, design day, is that done on a rate zone basis, the design-day calculation?  Or is it done integrated for Enbridge and then integrated for Union?  Design-day calculation.

MR. LeBLANC:  It is more done by weather zones.  I think I mentioned that earlier.  So not by rate class.

MR. GARNER:  So would, for instance, Ottawa, Kingston, one being the old Union territory, one being Enbridge territory, would they share then the same design-day criteria?  Or are they -- how does that work?

MR. LeBLANC:  No.  They don't.  We are still following the two historical methodologies for design day, and so still following -- for Ottawa region we still follow the legacy EGD rate zone methodology and for Union territories we would still follow the Union rate zone methodologies from the past.

MR. GARNER:  Right, okay, thank you.

MR. MILLAR:  Dwayne, you had -- can you be quick, please.

MR. QUINN:  I will try to.  First off -- and Jamie, this is just something that stuck out for me.  Page 59 you talk about that if the design conditions exceed levels of design-day demand forecasts, the utility will not have procured enough transportation assets and is at risk of outages.  That was a question I advanced to you.

The issue is a financial risk, is it not, as opposed to an operational outage risk?

MR. LeBLANC:  I think our first line of defence in such a situation would be a financial one.  We would try to buy assets to deal with the situation.

MR. QUINN:  Or use LBAs?

MR. LeBLANC:  Or use LBAS or whatever tools are available to the operational folks.

However, I would not say that there could not be an outage from low pressures as a result of not getting enough gas into the delivery areas.

MR. QUINN:  So when was the last time you had an outage related to insufficient demand planning?

MR. LeBLANC:  As a result of a transmission shortage, I do not recall having one, and I don't say that there hasn't been, but there hasn't been in a while --


MR. QUINN:  We would ask how many in the last ten years.  Have you --


MR. LeBLANC:  I would say zero, subject to check.

MR. QUINN:  I would agree with you.  So I just, I want to differentiate that.

For the Board's perspective on this, these are financial matters predominantly if the utility is planning in a prudent fashion and has other tools, such as LBAs, that don't come up regularly.

I am going to try to kick this out of the question in this area, and I am looking to Mr. Stevens to some extent.  I heard you say that unaccounted-for gas is not really gas supply per se.

If you go to the technical conference, May 1st, pages 152 to 156, you will see an exchange I had with Mr. Crawford Smith about unaccounted-for gas, and he said the Board said we're not to be talking about gas supply-related items in this proceeding.  So out of the rate proceeding we are kicked to the gas supply proceeding.  Now we are at the gas supply proceeding and it is not an issue here.  Where do we handle it?

MR. STEVENS:  Obviously I wasn't at that proceeding --


MR. QUINN:  No, I --


MR. STEVENS:  -- but as I hear you recite Mr. Smith's answer I am not sure he said this is the home for those questions.  I think he simply said those questions aren't in scope during the rate proceeding.

MR. QUINN:  Fair enough.  The question is where do we ask questions and have them answered about the utility's handling of UAF, unaccounted-for gas?

MR. STEVENS:  Like many things, the combined approach to it will be at issue in the rebasing proceeding.  But there are amounts related to those to UAF, for example, that as I recall show up in variance and deferral accounts.  So I --


MR. QUINN:  Well --


MR. STEVENS:  -- assume the questions would be asked at the time that the clearance was sought of those accounts, as has been in the case in the past.

MR. QUINN:  Well, I guess we are seeking clarity on the company's view of where to handle UAF questions, and on a -- a retrospective and deferral account proceedings seem appropriate, but are you planning, and how are you intentionally mitigating?  And this is different from UDC, so we're still trying to understand where to ask those questions.

So possibly the company could help us by sometime tomorrow as to where we ask those questions?

MR. STEVENS:  Well, if we have anything beyond what I just said I will let you know.

MR. QUINN:  Okay.  We will ask again tomorrow.  Thank you.

Lastly, Jamie, you had said the -- you don't have the data to do scenario planning.  Is that a fair interpretation of what you said?

MR. LeBLANC:  I said -- let me go back so I get it right --


MR. QUINN:  Yeah.

MR. LeBLANC:  -- because I am relying on some experts.

I believe -- I can't find it right off.  But I believe the point was we don't have the ability to forecast demand on a rate -- no, sorry, forecast design day on a rate -- like a rate, like a rate one basis.  We forecast it based on weather areas.

MR. QUINN:  So the follow-up then, do you do sensitivity analysis on your supply forecast to meet varying demand forecasts for each geographic area?

MR. LeBLANC:  We do actually have some sensitivity analysis which was asked for through this framework process that we will touch on later, if that helps.

MR. QUINN:  We will address it later then, thank you.  Thank you Mr. Millar.

MR. MILLAR:  Okay.  Are we able to move on to our next section?  Okay, go ahead.
Supply and Transportation Option Analysis


MS. LIBERTY:  We are going to give Jamie a little bit of a break.  I am going to start with talking about supply option analysis more generally, and then between the two of us we will take turns, and then after the break, so there will be an opportunity to ask questions after myself, then Jamie goes through the presentation, and then after the break we will get into each of the rate zones separately.  Again, we will take turns.

So the intention here with these slides is really again just to set the stage, and I am going to approach it more in terms of a tiering, so starting really high-level, in terms of how we approach the supply option analysis section of evidence, and then what I will do is I will drill down a little bit further into the layout of this section and walk through some examples to help share insight into our process.

So the first slide here really just again is hammering home the point about how important and critical the Board's guiding principles are into our supply option analysis.

Jamie touched on this a little bit earlier, so I won't repeat, but I did want to make sure that I got the point across that each decision we make in supply option analysis is tied back directly to the guiding principles of cost-effectiveness, reliability and security of supply, and public policy.

In terms of the framework for the assessment of distributor gas supply plans, the OEB under section 3.1.2, supply option analysis, specifically page 9:

"The OEB will assess whether the distributor has demonstrated their gas supply plan balances costs with other outcomes described in the guiding principles."

It goes further to say that to effectively demonstrate that the plans have considered a variety of options, best and worst case scenarios, and their impact on customers, distributors will provide information that supports these planning decisions.

So that, at a high level, is our intention with the supply option analysis section of the plan.

The next slide -- a bit of colour as well -- really just talks about the layout of the supply option analysis in the evidence.  This is also a summary of the table of contents found on page 1, and it further illustrates what we really looked at and what we considered when we built the supply option analysis.

In the plan, we first started with an overview of the market and then we looked at each of the supply and assets available to EGI.

We then looked at a description of each of our rate zone requirements.  We looked at our customer requirements, the customer makeup and geographic considerations.  And then from there, we further drilled down and looked at the demand forecast analysis for each respective rate zone.

We looked at annual demand and design day.  From there, we did an assessment of our current portfolio.  We looked at commodity and transport.  We also talked about UDC, and then the next step really was an evaluation of the supply options that were available and the upcoming decisions for each respective rate zone.

So again, this was just meant to set the stage in terms of a high level what we were hoping to achieve and the way that we had prepared and outlined the supply option analysis section.

So the next slide, which is slide 25.  Again, at a high level, this slide you are not -- the intention is not at this point to look at the details of the graphs; we will show them outlined in further slides.

The intention here is again just to set the tone in terms of what we look at and what we consider when we are making supply option analysis decisions.

Our goal is to balance the portfolio, and we use these tools for each rate zone to do that.

So as Jamie talked about earlier, the combined portfolios will be evaluated again, once we integrate the gas supply plans.  But for purposes of this presentation and some of the questions we received, we did actually put together some graphs that show combined portfolio.

But again, the decisions that are being made for each rate zone are separate and distinct, and those decisions will remain separate and distinct until we integrate the gas supply plan.

So moving on to the next slide then, this graph here is a comparison of our supply sources by rate zone.  These graphs were previously filed for each respective rate zone separately in evidence.  And again, keep in mind we have combined them here for illustrative purposes, but we have not evaluated them in terms of decision making as one.

So the supply diversity for each rate zone is a result of many years of decision making.  And before vast commercialization of shale gas production, all rate zones would have had a significant portion coming from the west.  And over the past decade, the utility has been moving to more approximate locations including Dawn, Niagara, and Appalachia to increase diversity of our supply path and counterparties.

Those past decisions, such as the decision to contract for Niagara supply for example, was a decision that was made at a point in time, and the analysis that was reflected was conducted separately at that time by each legacy utility -- so just as an example.

We received a question about the US mid continent, so I will just address that separately.  You can see as an example the Union South stack.  It does show US mid-continent and that specifically RPM handle field zone transportation capacity.

And we also think it is important to clarify that while we show Chicago separately, it is considered part of the US mid-continent.  However, Chicago being such an important part of our portfolio and a liquid supply zone, we have showed that separately in this graph.

So delivery points for the US mid continent gas are typically Ojibway, Dawn, St. Clair, Blue Water, but really could be any other point in the Michigan-Ontario border near Windsor and Sarnia.

And then in terms of paths, transportation paths to Dawn, it would be Great Lakes to St. Clair to Dawn, as an example, Vector to Dawn and DT to St. Clair to Dawn.

We also received a question just in terms of the Enbridge CDA and EDA area, why we didn't break those out.  There is one zone; the EGD rate zone is one zone, and although the transportation contracting is separate to the Enbridge CDA and Enbridge EDA, it is one rate zone and that is how the costs are allocated.

The next slide, slide 27, is a comparison of transportation contracts and we have shown this information a few different ways.

You will recall that in the plan, we did show this graph -- it is called a waterfall graph -- separately for each of the two rate zones, one on page 62 and the Union rate zone on page 100 in evidence.

This combined waterfall graph is meant to further break down the contract expiry profile between the rate zones, and we have also again further broke it down by type of asset.  So short haul, long haul and upstream contracts.

Moving to the next slide, the next one again is another breakdown of our transportation portfolio and it is the remaining length shown for each separate rate zone.  This chart is intended to further break down transportation contract terms to show you which contracts we hold for terms of one to three years, three to five years and 10-plus years.  We have also broken that down by type of contract that we hold.  It is just meant to be illustrative.

The next slide here, this is our supply portfolio and it should be familiar to folks.  We did file the supply diversity pie chart for each of the rate zones, in evidence on page 62 and 100 respectively.

And these pie charts are -- again, we have combined them for illustrative purposes and they are complimentary to one another, but we do look at each rate zone separately for supply option analysis and decision making.

You can move to the next slide.  So I am going to transition a little bit now into just talking about our evaluation process, and the intent of this section is really just to again give you some insight into why we set the plan up and evidence the way we did, and to show you how we evaluate some of our contracts.  And we have also included some examples.

So while each legacy utility is evaluating internal processes and evaluating alternatives, we needed to develop a format that was consistent for purposes of filing this plan.

So keep in mind that even though the format and the evaluation table you see on the screen here is similar for both rate zones, the supply option evaluation was done completely independent as we were not one utility.

But as you can see in the table, the categories include columns on how we evaluate our supply option analysis, and they're closely aligned with the Board's guiding principles, so reliability, flexibility, diversity, costs, and then the average impact for customer.

We also included in the charts in the plan a colour-coded symbol to help with again evaluating these alternatives and making it more apparent what the evaluation was for each supply option.

For example, we had a positive which is green, yellow is neutral, and red, which was negative.  These are relative impacts compared to the current portfolio, which is a very important point.

Green means that EGI views this option as being positive relative to the current portfolio.  Yellow means that EGI views the option as being neutral to the current portfolio.  And red means that EGI views the option as being negative, relative to the current portfolio.

EGI assesses each option against these categories in the matrix.  The evaluation draws on the input from various teams within the utility:  the gas supply procurement team, those purchasing the supply, operations, nominations, gas control, those are who are using the assets on a day-to-day basis, and then obviously the gas supply planning and acquisition teams who are executing the portfolio decisions.

The evaluation is an iterative process, completed over time.  And when we evaluate each of these we look to meet the guiding principles for each supply option decision.

So again, to provide some insight, some of the things that we look at in terms of reliability is, does the option allow for procurement of supply at a liquid point?

Does the utility control the delivery of that supply?  Is it in our name?

Does the option provide ability to deliver firm supply to the distribution system?

And does the option deliver to multiple gate stations?  Those are all considerations under reliability.

In terms of flexibility, we look at, is the option available to the market today?  Does the option allow for multiple commodity procurement terms?  Does the option contain discretionary service attributes?  Does the option provide adequate nomination windows to balance intra-day demand?  Is the option available for renewal?  And does the option require a long-term commitment?  So again, examples of what we look for in terms of flexibility.

In terms of diversity, we look at whether or not the option delivers supply through new and different paths, the number of counter-parties available, and, to a lesser extent, how much design-day demand is met through this service and path already in the portfolio?

So in terms of cost evaluation, that is purely quantitative, and in future slides I will actually work through some examples to show you how we calculate the impact to customers and also a landed cost.

We can go to the next slide.  Slide 31.  So a landed cost example.  So there is an equation on the slide.  I am going to try to walk through it in words.  When we get to the next slide we will actually use some numbers to calculate a landed cost.  Again, this is just to share some insight into how we calculate the costs when we evaluate supply option analysis.

So the equation on the slide indicates the inputs that we are required to calculate a landed cost.  First, you need to gather your fixed costs, which are your transport tolls and abandonment.

Next, we take our variable costs, which are your commodity and your fuel percentages.

And then lastly, any other components and inputs we need, which is contract days per year and the pipeline utilization, and that comes into play whether we're planning a supply option analysis for an average day or a design-day requirement.  Then the rest of the equation is shown just how we take that information and add it together.

So the next slide -- this is an actual example.  So we used the formulas from the previous slide and we will walk through a real example of how to calculate an Empress to Union WDA for an average day.

So first we take our fixed costs, so you would look up the Empress to Union WDA tolls and the Empress to Union WDA abandonment, add those together, look at your variable costs.  We would take the cost of Empress commodity and then calculate the fuel percentage to the WDA and then solve for the landed costs.  Once you do that we would come up with a $3.04 gJ per day landed cost from Empress to WDA.

So again, just high-level example to show you how we simply calculate the landed costs for a supply option.

The next slide is how we calculate a bill impact calculation.  So in the framework the Board mandated that the distributor provide bill impacts for supply options examined.  The average cost per customer impact presented in this plan is consistent with bill impacts filed in QRAM.

The bill impacts in the plan are intended to be illustrative and are an estimate of incremental costs or savings of each alternative relative to the existing portfolio.

So for example, bill impacts in Table 16 in evidence  -- it's page 53 -- show an incremental bill impact of supply options relative to the status quo of making purchases at Dawn.  So the impacts are relative to the existing portfolio and for each of the alternatives.

Notice that Nexus -- which is 67 cents per gJ per day -- is more costly than Dawn.  And it has less than 1 percent impact on the customer.

So you can roughly calculate this by taking 2,000 gJs per day, multiplying that by 365 days, and then by the 67 cents, which would be the incremental cost for Nexus.  That equates to $489,100, exactly.

EGI's portfolio of gas costs for customers is over $1 billion.  So when you take this approximately 500,000 over one billion dollar cost for residential customers, the percentage is .05 percent impact for the incremental costs of Nexus, and that is how we calculated the bill impacts for purposes of supply option analysis.

This is consistent with QRAM applications approach.  The bill impacts were provided in the framework, and they are based on typical sales customer.  So the annual consumption for the Union rate zone that we used was 2,200 M3s and 2,400 in the EGD rate zone.

So slide 34, moving on here, this is really an example of a evaluation of our planning decisions and how we made a decision for a renewal contract in our portfolio.

So in our plan it was identified that a Vector pipeline contract was expiring on October 31st, 2022.  So that is within our plan period, and it was for the Union South delivery area.

So as something we would have to address we did an analysis and filed it.  We used ICF forecast data from Q1 2018, which was the time that the analysis was prepared.

And again, it was at a point in time.  So we consistently update these analyses and we update them with current market pricing and we update them prior to making decisions.

This Vector contract can be renewed for a three-year period, and it is renewed in one-year increments prior to the expiration date.  It is renewed one year prior to the expiration date.  So that means that we need to make the decision by October 31st, 2021.

And as we talked about previously, the landed cost analysis is only one part of our evaluation process.  It is quantitative.  But we also need to ensure that we're looking at the Board's guiding principles as well.

So when evaluating renewals, we consider things like term diversity, reliability of pipelines, and landed costs.

So to provide some perspective and to answer some questions that we received, we've updated the pricing data on the screen.  You can see in the chart for the supply options that were evaluated as part of the renewal section, and you see there the Q1 2018 column, and then we have updated that pricing with Q3 2019.

So to provide some context, at the time, Q1 2018, Nexus and Rover pipelines hadn't even flown a single molecule of gas to Dawn.  So no doubt influencing a difference in price from today.

So for the purposes of this presentation, we updated the data, and you can see that it is very fluid, and we expect that market pricing and forecasts will change over time.

The analysis is very theoretical, because it is prepared so far in advance, and when it is time to make a decision we will take a deeper look at all options.  Again, the landed cost is only one component of our supply option analysis evaluation, and we consider all aspects of guiding principles and evaluations of our supply options.

So the next slide is my last slide before I turn it over to Jamie, and we wanted to specifically touch on STS, the STS service.  I will start with some of the just key points and facts about the service.

So STS is a very important part of our gas supply portfolio overall. STS is required to meet demand and balance our deliveries on TC energy.

EGI has a total of seven contracts.  We have six legacy EGD rate zone customer contracts, and one that serves all of the Union rate zones.

Transportation assets including STS have been purchased to meet demand requirements in all delivery years and, of course, were put in place prior to the amalgamation.

STS contracts held by EGI are distinct to the delivery area which they serve, and they cannot be managed on an aggregated basis.

EGI would consider requesting changes to the STS contracts, but notes that that would require an agreement with TransCanada Energy, TC Energy.  The future role of STS contracts will be considered as part of the overall gas supply integration.

So the EGI rate zone, EGD rate zone, STS contracts, they have some non-standard features, and so do the Union rate zone contracts.  So I thought I would just summarize those.

A STS -- so for the EGD rate zone, there is a STS transfer agreement that is in place that allows the ability to transfer quantities from the cumulative storage balance in the Enbridge EDA to the cumulative storage balance in the Enbridge CDA.  And for any given year, up to 30 million gJs less the Enbridge cumulative storage balance for the CDA.

In terms of the Union rate zone, the non-standard features, the STS contracts serving the Union rate zone provides pooling rights that allow for transportation of firm quantities above contracted and injection and withdrawal quantities.

So in April of 2019, TC Energy provided a term-up notification to EGI on all of these STS contracts.

We will talk more about this later, when we talk about changes since May 1st.  But EGI has elected to exercise its right to extend these contracts to October 31, 2026, rather than let these contracts expire.

MR. MILLAR:  Just to keep our timing straight,   looking to our schedule, are we moving to a Q&A on that segment now, or are we going to continue with the presentation?

MR. LeBLANC:  Is there just two slides?  There is a couple of more slides.

MR. MILLAR:  Go ahead.  I want to make sure I am following along properly.

MR. LeBLANC:  No worries.

MR. MILLAR:  Go ahead.

MR. LeBLANC:  Slide 36.  EGD uses third party services like peaking and delivered services to help meet and manage changing design day contracting requirements because they can be contracted for short term periods.

Third party services give flexibility to respond to changing customer behaviour, even if they don't provide for the flexibility and service attributes and the ability to use things such as nomination windows associated with FT contracts.

However, unlike FT contracts, third party services do not require directly sponsoring facility builds and the associated long-term contracts.

Specific types of services that we use, have used in the past at least, just to describe them a little bit more.  For peaking, typically the peaking services that we would use cover a winter period of December to March.  Typically we've had basically a 10-day callable option at the utility's request and so effectively, any 10 days where we require the service, we can call on the service provider to provide that gas on that day and the service delivers the gas directly to the distribution system.

These services are procured through an RFP process.  There are no renewal rights associated with them, and they're contracted each year.

In the past 5 years on average, eight to nine counter-parties have responded to the RFP process.

Just touching on another topic, peaking services do not mitigate commodity price exposure.  When used, EGI still needs to pay the market price for the supply on those days that the service is required.  So it provides a tool to get the gas to the area when we need it, but it does not mitigate the exposure to commodity price.

And then the other type of service that we have used regularly in the past is what we call delivered services.  These can be winter, summer, or annual services.  They're effectively base load services for term and/or season.

They may contain the assignment of transportation capacity, or they may be an exchange of supply delivered directly to the distribution system procured through -- they're procured through negotiations with the counter-parties, and there are no renewal rights associated with them.

So EGD rate zone has typically only contracted for delivered service in winter months to help manage heat sensitive load.  There is -- one of the reasons is there is no need for capacity to the delivery area during the summer.  EGD has supply in the delivery areas in the summer, if we were to do an annual contract and more gas were to be delivered throughout the summer, it would -- effectively, there would be more gas in the distribution area than we needed for customers and it would drive having to have more transportation or other tools to move that gas to and from storage as we needed it.

So if we have too much gas in the delivery area as a result of one of these contracts, we would then have to move it off to storage to be brought back out of storage and brought back to the distribution area when the gas was actually required.

That is why we haven't done these types of services. We already have -- through the pre-existing contracts that we have, we already have enough gas landing in the delivery area on a summer day, basically.

So EGD prefers to contract for FT capacity to ensure reliable delivery of supply to meet demand, but we do see the use of third party services as a flexible alternative to ensure the plan can react to changing customer demand. When third party services are chosen, EGI considers whether or not the provider has the transport capacity to back up the service offered so that the design day delivery requirements are met.

Recently, EGD rate zone has begun evaluating the level of third party services held in the portfolio by using a threshold of 2 percent of design day, which is mentioned in the evidence.  The basis for this 2 percent threshold is based on the amount that EGI can overdraw on its firm contracts known as balancing agreements -- which I think we mentioned earlier -- before being charged.

The level of third party services and perhaps the acceptable characteristics of third party services will need to be considered as part of the overall consideration of integrating the plans.

Considering overrun as a backstop in case gas does not show up under a third party arrangement can be risky as overrun is an interruptible attribute to FT.

And if you really think about it, on the coldest day of the year, that is likely the time that peaking may not show up.  And so we're relying on -- our theory at least is we're relying on that overrun capacity to make up for it, should the peaking gas not show up.

The tricky part about that is that overrun capacity is not a firm service.

So just actually in integrating the companies, I have learned more about how the transmission assets are built and I won't say it was wrong and we have not had problems with peaking showing up in the delivery areas.  I just think we have to look at the attributes of peaking and third party services and make sure that we're making the best decision for ratepayers as we go through the integration process is all I will say, I guess.

Slide 37, new capacity open season bids.  EGI submitted bids for capacity into the new capacity open season 2021-2022 open seasons for EGI operating as Union Gas, and TC Energy.

EGD rate zones need capacity on the TC Energy system in order to get the gas delivered all the way to the CDA and EDA areas.

The Union Gas rate zone does not need TC Energy system in order to get the gas to the Union Gas south rate zones.

New capacity open season -- I will say NCS -- NCOS capacity for EGD rate zone to replace a portion of third-party services held by EGD rate zone -- sorry, my wording is a little messed up here.

Since there is a projection -- so the reason for bidding is there is projected growth in the design-day contracting requirements due to increased design-day demand.  EGD rate zone will continue to plan to hold some third-party services as part of its portfolio.

EGI evaluated third-party services as part of its decision to bid, but determined that the delivered supply did not provide the flexibility and reliability desired to manage design-day demand requirements for such a significant amount of the design-day requirements.

Since the EGD rate zone will still have contracting needs in the future, delivered supply will continue to be evaluated as an option to meet portfolio needs.

New capacity, open-season capacity for Union Gas rate zone, was to meet the increasing demand requirements within the Union South rate zone.

So quickly -- sorry, we are probably running a little long, but quickly, I wanted to throw up this graphic.  I call it my Star Trek graphic, because it kind of looks like a starship, I think.

Anyway, this is an attempt of a generic diagram to help explain certain concepts.  We might use it later, might not.

But I wanted to touch -- just talk about it conceptually a little bit.  If we focus on the lines, which I will call the pipes or the pipeline capacity, under contract by the utility in some form, some capacity -- so some of these pipes, the capacity associated with them is more about design day.  Some of them are more about average day or supply.  But most -- but most are dual-purpose.

The pipeline capacities -- and this is an important point.  The pipeline capacities that touch the delivery area directly are most critical on design day.  If design-day conditions occur all of that capacity touching the delivery area will be full.  On other days some will only be partially utilized.

And one last point on this slide that occurred to me is that storage and its connection to the delivery area is critical in translating supply that is bought more on an average-day basis -- not exactly, but more on an average-day basis to meet design-day customer demand.

So that is -- you know, the storage and the connection to the delivery area is what really translates how we purchase gas into how the gas is consumed in a delivery area.

Next slide is a bit of some of the same concepts.  EGI's customer base is largely seasonal, with design-day demand being about four times the average day demand and nine times the summer base load demands.  Seasonality comes from the residential and commercial customer base that tend to use natural gas for space heating.

Design-day demand drives the need for transportation capacity contracting to the distribution system.  Even though most of the year customers are not going to be consuming at their design-day demand requirements and in a given year customers may or may not consume at their design-day level, EGI needs the gas supply plan to hold sufficient assets to serve design day when it occurs.

Since design-day decisions are for assets that won't be used every day of the year and options being considered have different contract days, in order to be able to compare them apples to apples total costs are used.

Landed costs are used when evaluating average day and contract renewals, because those options are assumed to be used every day of the year and have the same contract days.

So if I am comparing FT -- an FT contract to a peaking contract, I have to incorporate the fact that an FT contract I pay every day for and a peaking contract is a 10-day contract.  So that is the difference in the two evaluations.

Interruptible customer assumptions -- oh, this is answering a specific question that was asked around interruptible customers.  So on peak day EGI assumes that 75 percent of its interruptible customer contracts will not be consuming, while in the Union Gas rate zone it is assumed that 100 percent of the IT customers will not be consuming on the day.

I would just say that neither can or should be judged in isolation, as assumptions like these are made in the context of many other risks inherent in the plan.  Customers -- and also, customers have the right to choose the services that best meet their needs.  So EGI is unable to reasonably forecast changes in the size of its IT customer base, but if the customers do move away from IT service, EGI will need to purchase more design-day assets to offset the loss of interruptibility.

Average day demand drives the need for storage and for supply diversity.  Acquiring transportation capacity that is intended to be used at 100 percent load factor and limiting unutilized space on pipelines and with storage assets, EGI plans to diversify its gas supply plan with storage assets in procurement of supply from multiple points and through the use of multiple transportation and storage service paths in order to maximize the utilization of transportation capacity while achieving diversity, cost-effectiveness, and reducing commercial risk by minimizing the risks of procuring too much supply from any one location or supplier.

This last -- yes, this last slide of this section is really just some of the numbers associated with some of the concepts that I've tried to talk about.  So they may be meaningful depending on the discussion.

With that, I will turn it over for questions.
Q&A


MR. MILLAR:  Okay.  Who wants to start?  Julie.

MS. GIRVAN:  Just a really broad question.  You mentioned the -- is that working?  You mentioned public policy.  Can you give us some examples of how you incorporate in terms of developing your plan, how you take into consideration public policy?

MR. LeBLANC:  So we will touch on the various -- a number of items around public policy later on today, but I would, I guess, throw out at this point conceptually -- or a little bit and saying that public -- a lot of the public-policy-type items like DSM get incorporated into the demand forecast, which then affects the gas supply forecast.

So it is sort of through the demand forecast for a lot of public-policy items.

MS. GIRVAN:  Can you give me another example?

MR. LeBLANC:  IRP, which I think is a topic that is coming up.  And there's some others that we will talk about later.

MR. MILLAR:  Mark.

MR. RUBENSTEIN:  You talked about at the beginning about the different considerations when you talk about flexibility for supply options.  And we had asked you in a question -- this is on page 93 of the gas supply plan -- where you had -- where you had shown the Union South evaluation matrix, and you had Vector and Nexus having positive flexibility attributes and Rover, MichCon, and GLGT having neutral.

Can you help me understand what is driving that?

MS. LIBERTY:  So there actually is going to be a specific slide coming up in the next section that will address that, but I can answer at a high level.

MR. RUBENSTEIN:  I can wait.

MS. LIBERTY:  Really -- you can wait?

MR. RUBENSTEIN:  If you're answering the direct question, then sure.

MR. LeBLANC:  We are actually going to go through more details of the actual supply option analysis in the next section for each rate zone.

MR. RUBENSTEIN:  Okay.  Well, then I will just ask the second question.

When you -- I just want to confirm, when you talked about diversity and we had the -- this somewhat goes back to previous presentations -- that you are still looking on a rate zone by rate zone basis to build a plan.

Do you -- is there any consideration of diversity that now that obviously there is a single utility and now you have different -- like, I just -- I don't understand how you can -- why you wouldn't.  I understand maybe methodologically when you are literally building the plan you're using different systems to actually build the plan.

But you now have a broader -- it is obviously a broader utility, broader territory.  Do you not consider any diversity between the rate zones?

MR. LeBLANC:  I will start.  I will say that the diversity that exists in both plans are fairly complementary.

I mean, just one example, if I go back a few slides, this slide is just one example of diversity.  You know, are we considering it?  Yes.  We are not yet -- and we have not really had to make specific decisions taking into consideration the two plans as a combined entity.

But we are looking at it.  And we actually find a lot of the diversity in one plan and the diversity in the other plan are very complimentary to each other generally.

We're buying gas in the same places.  We're effectively moving gas to roughly the same part of the world.  So we tend to be buying along the same paths with the same suppliers.

So I guess I don't have great concern that the two plans have sort of different diversity, because I believe they're quite complimentary in many ways, not just in, you know, where we buy supply, but the pipes that we are buying on the suppliers.

So while it is a consideration, I don't think it is -- it’s a priority, I guess, in the integration.

MR. RUBENSTEIN:  Thank you.

MS. LIBERTY:  If I could just add one thing to Jamie's comment?

We did talk a little bit about how the supply option evaluation is a long term -- has a long term strategic view, so I can completely appreciate your question.  And even though when we're making supply optional analysis decisions in the shorter term, we are not necessarily looking at the combined utility.

But we do consider the entire portfolio as we look forward to in five to 10 years, we will be presumably integrated, our gas supply plans, so we will need to have assets that could have terms that are five, 10 years that are complementary to one another.

MR. MILLAR:  Tom?

MR. LADANYI:  Can you hear me?  I will try it again.  I am having trouble with this microphone.  Anyway, Tom Ladanyi, Energy Probe.

Could you turn to your slide number 38, the space ship or whatever you called it, Star Trek.

MR. LeBLANC:  I wasn't sure whether I would regret this slide or not.  But anyway, we’ll see.

MR. LADANYI:  This raises a lot of questions because I always wondered.  So some of the supply goes directly to the delivery area; other supply goes through storage.

But in your evaluation of the alternatives, are you assuming that all supply goes through storage, or are you actually differentiating that?  The graph seems to show exactly what I just said.

MR. LeBLANC:  I appreciate you got that from the graphic because that is one of the things I was trying to portray.

No, there are different aspects to different supplies. So for example, the supply that we bring on -- so I am going to talk a little bit more in my comfort zone.  I know for the Enbridge CDA, for example, or the EDA, the supply that is coming in on the TransCanada, TC Energy capacity, the long haul each and every day is never going -- well, not never.  But generally goes directly to the delivery area to be consumed on that day.

Niagara capacity is another one.  That gas typically doesn't go back to storage to be brought back out.  It goes to the delivery area.  That is part of the point I was trying to make around third party services, delivered services is we already -- so I am going to go to this graphic, and you’ll see the line at the bottom on the base load demand.

MR. LADANYI:  Yes.

MR. LeBLANC:  We typically already have things like Niagara, things like the long haul, delivering to the delivery zone every day to fill that base demand load.

So one of my reasons for not wanting year round delivered service is if I get another 100,000 gJs a day of gas in the delivery zone from a delivered service, there's no one there to consume it in August.  Maybe not today either, since it is pretty warm.

And so we would then have to deal with putting that -- moving that gas to storage and bringing it back when customers needed it.

So we do try to -- it's not exactly the right word, but make decisions that makes the movement of gas as efficient as possible.

So we try not to get gas delivered to a delivery zone when we don't need it to the extent we can, so we don't have to move it back and forth from storage any more than necessary.

MR. LADANYI:  To the extent I understand or recall correctly Enbridge's gas cost accounting, Enbridge's gas cost accounting assumed all of the gas had gone into storage and picks up some of the storage costs.

But in actual fact, that doesn't happen.  That was one of my concerns about general accounting, like how Enbridge is accounting for gas costs.  And maybe this is not the right forum to discuss it.  Do you know anything about that, or am I wrong in fact?

MR. LeBLANC:  I think you are stepping beyond my expertise maybe on that item.

MR. LADANYI:  Okay, thank you.

MR. MILLAR:  Mark, and then Mike.

MR. GARNER:  I was surprised, Jamie, about the answer about the interruptible.  Have I got it right you're saying that the Union franchise does 100 percent assumption and Enbridge does a 75 percent assumption.

I am surprised, because I have never heard of that.  I have seen other ones, like BC, Fortis Gas, they're 100 percent.  I never heard of someone keeping people interruptible as part of their design day.  Why is that?  That’s the first question.

The second is, is it a significant amount that we're talking about?  Is there materiality to that difference?

MR. LeBLANC:  If I can find the right table, we can talk about it, if you have our evidence, page 46 of the evidence.  So this is related to the CDA delivery area.

You will see line 2 of this table is called curtailment.  That is effectively these interruptible customers.  So it is not massive, but it does make a difference.  It effectively reduces how much -- we have customers who agree that when we ask them, they turn off.

And what that does -- so on a really, you know, near design day day in the delivery area, we will interrupt those customers and that effectively means we don't have to find a way to get gas for them in the delivery area.  So we do use it as a tool to reduce the gross design day demand in the delivery area on peak days.

MR. GARNER:  I guess what I am asking is why not 100 percent?  I always thought that was the norm for doing design day.  You have everybody who is interruptible off the system for the purpose of design.

MR. LeBLANC:  So I don't have as much background or knowledge of the Union Gas side.  But on the Enbridge side, there are penalties involved if people don't shut off.  But there is not always 100 percent compliance.

And if they don't comply for whatever reason, there is generally not enough time to go out and buy new -- or it is difficult and expensive at that time to go out and buy new contracts.

So we assume, I guess, a safety buffer in what we expect those customers to -- how we expect them to actually act on the day.

We can't actually -- we don't actually turn the valve on their behalf, so it is really tied to our historical experience of how customers have acted.

We do have penalties for not turning it off.  But obviously, that doesn't always make people make the decision we would like them to.  So that is why in the past we have used that 75 percent factor.

MR. GARNER:  There is a cost to that.  Is there a way to quantify that cost, as opposed to having a design day plan with 100 percent curtailment of interruptible customers?

MR. LeBLANC:  So if we only curtailed -- assume.

MR. GARNER:  If you assume 100 percent.

MR. LeBLANC:  If we assume 100 percent then, for example, we may not need as much peaking on peak day.

But if we assume it and they actually don't comply, we no longer have supply for the customers on those days.

So we don't have a mechanism to force customers in real time to stop consuming, and that is why we have assumed that.

Now, I hesitate to guess why Union Gas uses 100 percent.  But I would say my assumption is that there is a bit more flexibility in the ability to withdraw from storage and move gas up the Dawn Parkway system.

So they have been comfortable with the 100 percent --


MR. GARNER:  I have seen --


MR. LeBLANC:  -- assumption --


MR. GARNER:  -- 100 percent other places with other different gas companies --


MR. LeBLANC:  -- yeah.

MR. GARNER:  -- and also, you're the only person Enbridge, that way.  And the only thing that -- my retort to that would be is, you don't have to guess, right, you are one company.  So, you know, that is why I think the incongruity doesn't really -- and that is a comment --

MR. LeBLANC:  Okay.

MR. GARNER:  -- and I will leave it at that.

MR. LeBLANC:  Yeah.  So still making some assumptions.  Just because Union Gas can make that assumption doesn't mean the EGD rate zones can.

The EGD rate zones are not as directly connected to the Dawn-Parkway system and storage as the Union rate zones are.  So there is more risk, I think, in our -- the EGD rate zone situation than the Union rate zone.

MR. GARNER:  Thanks, Jamie.

MR. RUBENSTEIN:  You talked about how you don't have compliance, not all the time.  I accept that.  What are we talking about?  How frequent or unfrequent (sic) is this?  Is 75 percent a good reflection of actually what you should build in or not build in?

MR. LeBLANC:  So I have not reviewed that personally, but it is typically chosen and reviewed annually based on discussions with the operations folks in the control room and what experience they've had.  So it is based on real-life experience in the previous years that it's been chosen to be at 75 percent.

MS. GIRVAN:  Are there penalties for that?

MR. LeBLANC:  There are penalties.  I don't know the details, but there are definitely penalties for non-compliance.

MR. GARNER:  I guess you wouldn't know the answer to this, but, like, the curtailment rate, it would then seem, for Enbridge customers would -- all other things being equal, should be a higher rate than paid by Union, because there is an inherent cost in carrying 25 percent of them.

Otherwise, other ratepayers are basically paying for non-curtailed curtailed customers, if you know what I mean, customers who don't get curtailed because -- or don't choose to, there will be a cost to that.

MR. LeBLANC:  I really can't --


MR. GARNER:  Because that is a rate issue.

MR. LeBLANC:  Yeah, it is far beyond my expertise, sorry.

MR. MILLAR:  Mike, you had a question?

MR. BROPHY:  Yes.  It is basically -- it is about curtailment and interruptible as well.  So part of my question was answered already.

But, you know, based on the 75 percent assumption, then there is 25 percent of the customers on an interruptible rate that are getting a free ride and not going off when they're supposed to.  It sounds like that is based on historical profiling of who comes off when they should and who doesn't.

So there may be some opportunities, and again, the mix between EGD and Union's customers may be a bit different too on who is on those rates, so that may factor in.  But it looks like there is an opportunity to reduce costs in that area if there is some change in practices.

So it sounds like you are not familiar with all of those details, but it would be helpful to understand if those benefits could be captured.

MR. LeBLANC:  I am not familiar, but I guess the stick is -- that we have is the penalties.  So, you know, it is the tool used to hopefully have folks comply.

MR. BROPHY:  If the penalties were high enough, then you would be at 100 percent, I am assuming?

MR. LeBLANC:  Potentially.

MR. MILLAR:  Just, is there anyone on the line?  I don't want to forget about people on the phone.  Any questions from the phone?

Okay.  Let's start -- somebody -- I saw a hand there.

MR. WHARTON:  Just a couple of questions.  Could we turn back to slide 30, just in terms of your evaluation matrix there.  I just have some high-level questions.

Here we have reliability, conflict, diversity, and costs.  Those are kind of your high-level factors.  Is there a percentage weighting that you ascribe to each of those, in terms of, is one more important than the other?  Or are they equal in your eyes or...

MS. LIBERTY:  So there is not a percentage weighting for each of them.  I think the answer would be different depending on which scenario we were looking at.

So in one example -- and we are actually going to get into a few specific examples like we talked about, but I can talk about Sarnia, for example.

Just in terms of the assets that are directly -- well, we can use this example for either Union rate zone or EGD rate zone, but depending on which assets are directly connected to the delivery zones, that will impact whether or not we put more of a focus on reliability or flexibility, and you can even relate that back to whether we are looking to serve an average-day requirement or a design-day requirement.

So, no, there is no specified percentage weighting to each.  I think it is a case-by-case basis.

MR. WHARTON:  Okay.  Can we flip back to slide 29, just one back.  Just in terms of your pie charts there.  It is related to the topic of diversity.

Is there a target diversity level that you are looking for when you make your supply planning decisions, and which direction are you going towards, and is there a target that you are looking for for that?  For basins, for instance.

MR. LeBLANC:  So I start by pointing out something I think is fundamental to gas supply planning, in that gas supply plans evolve over time, and they're not -- they're not transformed.

And so when you make a decision just to sign a contract for 15 years, that's a restriction in what you can do for the next 15 years.  And so the diversity is always considered, and is being evolved as we make decisions.

So there is no specific target.  It really comes down to -- you know, in each particular gas supply year we're probably only impacting, in terms of pipes, I don't know, I will just throw out a number, 3 percent or 5 percent of the pipes.

So we can't -- we can't impact sort of the -- and move the diversity to a specific target at a specific time.  It is really an evolving process.

And the diversity when we make one decision that we're kind of looking for might be different the next time we make a decision based on how the markets have changed.  So it is really a bit of a moving target.

MR. MILLAR:  Tom?

MR. LADANYI:  Back to curtailment.  Do the curtailment penalties up in the PGVA?

MR. LeBLANC:  I don't know, sorry.

MR. MILLAR:  Dwayne, go ahead.  We do want to take the lunch break shortly.  And this -- a similar -- or a topic called the same thing is coming after lunch.  Go ahead.  We have got a couple of minutes.

MR. QUINN:  What I would like to suggest, Mr. Millar, I had six questions when I mapped my questions to this area.  I have three more based upon your presentation.  You can tell me what time you want to stop and I'll reformat my questions and wait for the second as much as I can.  But I certainly don't want to be limited in this area.  May I ask --


MR. MILLAR:  Okay.  Why don't you take five minutes now and then we will break.

MR. QUINN:  Yeah, okay.  Working backwards, because this came up, if you check out EB-2010-0231 was Enbridge's system reliability proceeding, and you evidenced the percentage of customers that actually complied with your curtailment, it was sad at the time, but in the settlement agreement from that same proceeding that was Board-approved, Enbridge undertook to improve their curtailment process and increase their effectiveness of their reliability on curtailment.

So if we are now nine years later, I agree with Mr. Garner that I think you need to look at the penalties.  If the penalties aren't giving you enough clout, then the opportunity is there to foist those costs back on those who aren't curtailing.

MR. LeBLANC:  Yeah, I think some -- just to touch on that briefly, I think sometimes the benefit of staying on gas versus switching offsets the penalties. So you don't get the compliance that you had hoped to, effectively.

MR. QUINN:  And I guess I have this question:  Is anybody running those slides that can put up your evidence slides specifically?

MR. LeBLANC:  That's a technical question.  Let me --


MR. QUINN:  You don't have to do it now.  I'm just --


MR. LeBLANC:  Yeah, maybe --


MR. QUINN:  -- for the afternoon I --


MR. LeBLANC:  Okay --


MR. QUINN:  -- I have some that are specific to those tables that you referred to.  I think it is helpful to see the tables, so I will defer some of those questions to the afternoon.  If somebody could be available, I think that would be more than helpful to everybody to be looking at the same information for -- in your response to the questions we have.

MR. LeBLANC:  I will do my best.

MR. QUINN:  Okay, thanks.

Your Star Trek picture on page 38 links back to a question I have on page 32, so if we start at 38.  So you have obviously got supply that goes to the delivery area, and in the summer a slipstream of it goes to storage and is redelivered, correct?

MR. LeBLANC:  Correct.

MR. QUINN:  Okay.  So if you go to slide 32, and you are talking about your landed cost example, where do you show the costs of storage and re-delivery in your landed cost example?

MR. LeBLANC:  It is not considered directly in the landed cost, and that's why, you know, I think -- I know you have had a couple of questions around that, and I don't believe that it is really the right way to approach it.


I think the costs associated with the gas and the delivery thereof are separate from the costs of redelivery, and those costs are transferred to ratepayers in a different way.


MR. QUINN:  They’re redistribution rates as a result of load balancing.  But they are in essence gas supply costs.


Mr. Kacicnic would agree with me on that, because we have gone through this in other proceedings.


So if we turn the page to page 33 and you do the bill impact calculation, the same issue arises in that you are calculating based upon the gas supply costs, but this doesn't take into account the distribution impact.  Correct?


MR. LeBLANC:  I think part of -- just one second.


MS. LIBERTY:  I can speak to this one.  So the bill impact itself is the incremental costs relative to the specific supply option alternative we are looking at.


So we are looking at purchasing an asset relative to other assets, which would all require potentially the use of storage.


MR. QUINN:  They would, but do you take that into account when you choose the alternative?


MR. LeBLANC:  Because they all require them, it is not necessary to the calculation.


MR. QUINN:  Well, some need it more than others.  You talked about FT contract goes to Ottawa versus an FT contract that goes to Dawn.  How can you analyze those without analyzing the impact of storage and the redelivery?


MS. LIBERTY:  Those would be two separate types of supply option alternatives that we would evaluate, and we would not be evaluating them compared to one another.


So to the extent that we're evaluating an average day requirement and we require an upstream contract to get the gas to Dawn, that is where we would say that all of those alternatives would include a storage component.


MR. QUINN:  Let's focus on the EDA.  You’ve got an FT contract with the EDA that goes long haul versus a contract from Dawn to the EDA.


How do you assess the implications for storage between the two contracts, and what the bill impact is to the customer in making a decision on the alternatives?


I am going rather quickly, Mr. Millar, but I think I will end at this point and reorganize my questions.  But this is a fundamental challenge between distribution and gas supply rates that the Board is going to have to deal with at some point.


MR. LeBLANC:  Sorry, I couldn't hear Ms. Liberty at the same time.  Sorry.


(Mr. LeBlanc and Ms. Liberty consult)


MS. LIBERTY:  We were just conferring to make sure we were interpreting the question the same way.


So in that scenario, the specific example of whether you are purchasing short haul from Dawn and transporting on Dawn to Parkway and then to the EDA or long haul, that is a design day requirement.


So in that scenario, storage would not be a factor in either.


MR. QUINN:  But you need storage to meet your redelivery obligations.


MS. LIBERTY:  It’s where you are purchasing the supply.  So you are either purchasing the supply at Empress and delivering it long haul to the delivery area, or you are purchasing the supply at Dawn and then using short haul assets to the supply area.


MR. QUINN:  This has the risk of becoming argumentative and I don't want it to happen that way.  I am talking about this from a bill impact calculation.


So I think what I am going to do is defer until after the break, because the reality is it’s required to understand all of the implications of gas supply, yes, on average day and on peak day.  But the costs must be considered at the margin.


And if you eliminate the storage cost and the redelivery costs, then you are not looking at the costs of the margin.  You are making a decision based on insufficient information.


MS. LIBERTY:  Only if the relative supply option analysis, if they're different, if one requires storming and one doesn't.  So we can definitely defer and make sure we are understanding each other properly, but I think that is an important point.


MR. QUINN:  Thank you, Mr. Millar.


MR. MILLAR:  Thank you, Mr. Quinn.  We will break now for lunch and come back at 1:55.

--- Luncheon recess taken at 12:55 p.m.
--- On resuming at 2:02 p.m.

MR. MILLAR:  Good afternoon, everyone.  We are just getting our technical ducks in a row here with the pre-filed evidence and whatnot, but I want to keep using our time.

I guess we don't have the presentation.  Dwayne, you had a couple of follow-up questions.  Do you want to, just so we are not having dead air here, do you want to ask some of those?
Supply and Option Transportation Analysis

Q&A


MR. QUINN:  Yes, I will ask the high-level questions that don't require detail or your presentation necessarily, so thank you, Mr. Millar.

One of the questions we had asked is, as part of the gas supply planning -- it is very early in your process -- it says planners must consider the appropriate quantity of upstream contracts along with storage assets, and then delivering to Dawn.

So we would like to understand how EGI makes a decision on what fraction of upstream assets meet its demand requirements versus market-based purchases at Dawn.

So Jamie, you alluded to the fact that Dawn purchases, you can have discretion in the winter, if you have a warm winter you are not buying.

What criteria do you use to say what should be contracted outside of your market area and what should be contracted in your market area at Dawn?

MR. LeBLANC:  Can you just repeat the question one more time?  Sorry, I am suffering from "after lunch", sorry.

MR. QUINN:  What I am trying to get at is, you have -- you have stated in your evidence on page 8 that you determine that some -- it literally says here:

"Appropriate quantity of upstream assets along with storage assets provide an integrated solution of all sales and bundled DP customers to meet annual seasonal and design-day demand."

How do you decide how much gas you buy at Dawn versus buy upstream?  What are the principles?  What is the framework for decision-making?

MR. LeBLANC:  I think it's -- I guess I would start by talking about diversity versus flexibility.  And I would not say that there is a specific target in mind.

We have made some incremental decisions over time to secure supply from various areas, and effectively what we buy at Dawn is what we don't have coming from somewheres else.

MR. QUINN:  So it is a default supply when --


MR. LeBLANC:  Yes.

MR. QUINN:  -- to meet.

MR. LeBLANC:  I guess so.  And strictly because it is, I would say, the most flexible supply.  It doesn't have any associated transport with it, and it is right next to storage, so it is the sort of the most flexible sort of -- and it makes a lot of sense to have it there.

MR. QUINN:  Totally agree.

The question I had was, why is a percentage so much different between Union and Enbridge?

MR. LeBLANC:  By "so much different" do you have a number, or do you --


MR. QUINN:  Well, I don't need the particular numbers, but there is a fair -- there has been for some time -- Enbridge has kept summer and winter purchases at Dawn.  It is only recently Enbridge has added some, so I don't have the percentage.

But I think it is pretty dramatic in terms of the difference.  Maybe your pie chart shows that.

MS. LIBERTY:  You are correct.  The pie chart shows it.
 I can speak to the evolution of the Union rate zone portfolio over time, and you are absolutely correct that over recent years we have increased the supply position at Dawn.

And that started quite a while back with the short haul/long haul -- or the long-haul to short-haul conversion, where we transitioned a lot of our assets that were long-haul from Empress, sourcing supply at Empress to sourcing supply at Dawn.

So that is where I would say -- and actually, around the same time that I moved into the acquisitions role at Union Gas -- when we started to shift our portfolio for the Union rate zone to increase the position at Dawn.

And I would just echo a lot of the comments that Jamie has already made around the rationale for the decision at that time was really, again, to bring more flexibility and diversity to our portfolio, in addition to supporting some other incremental contracting assets upstream of Dawn to bring more supply to dawn.  So an example there is also Nexus.

MR. QUINN:  Okay.

MR. LeBLANC:  And the relative percentage -- so I am not going to try to do math on the spot.  I thought I might have had it, but I don't think it is currently that materially different in relative terms.

My rough-round numbers in my head is that -- just one sec.

[[Mr. LeBlanc and Ms. Liberty confer.]]


MR. LeBLANC:  So actually, the graphic is pretty clear that the two are very close.

MR. QUINN:  Ms. Liberty was saying that Union has increased it and they are converging.  I just thought there might be a balance that is created.  And we keep using the word "balance" in terms of principles and everything else, but obviously you are talking about diversity and flexibility.

Is there a quantitative criteria you established, I guess is the last question in that area.

MR. LeBLANC:  I don't think a specific quantity necessarily, no.

We do look on a regular basis about -- for options and ideas on how to diversify -- I will use my terminology -- in back of Dawn.  So, you know, the Dawn requirement is actually for -- is actually our growing requirement, and because we don't want too much gas bought in any one place, as that grows we look for ways to diversify away from Dawn.

So we will talk about it, I think, later, but one of the things we have done recently is purchased some capacity on the sort of the Empress to Emerson, Emerson, Great Lakes to Dawn, and that was, you know -- one of the reasons for that was to diversify and reduce our reliance on Dawn.

So we monitor the size of the Dawn requirement, and we are always looking for ways -- we want a large piece at Dawn because of its flexibility, but we are always looking for ways to make sure we don't have too much bought at Dawn and looking for other alternatives to diversify the portfolio.

MR. QUINN:  Okay, thank you.

I have one more area of questions, and then I will defer the rest of them until the specific Enbridge and Union legacy territory is coming up.

But you talked about third-party services and providing or buying peaking services.  That is done after the gas supply plan is done in the spring but prior to the winter, I trust?

MR. LeBLANC:  That's correct.

MR. QUINN:  Okay.  And you said -- I think you said there is about eight different suppliers that you have for peaking services?

MR. LeBLANC:  On average in the last -- I can't remember how many years I said, but in the last number of years the average number of respondents has been eight to nine.

MR. QUINN:  And are any of those affiliates?

MR. LeBLANC:  I don't think so, subject to check, but I don't believe so.

MR. QUINN:  Okay.  What our concern would be obviously is affiliate transactions on -- transactions that have commercial sensitivity so you can't display your pricing, necessarily, but if the issue is transparency how does the Board ensure if affiliates are involved that there is transparency on the pricing?

MR. LeBLANC:  Yeah, so I am pretty -- the names that come to mind in my head are not affiliates, so I don't believe they are.  But, you know, transparency-wise, I think what you need to -- what I would fall back on, what you need to fall back on, is the process of how we make decisions, and I think we talk a lot about it through -- this whole really conference is about the process and showing stakeholders the process we go to make decisions.

And that process applies regardless.  But for peaking in particular, I guess another thing comes to mind, it is a RFP process.  So, you know, it's -- we are not negotiating with people.  It's, you know, "the best price wins" kind of situation.

MR. QUINN:  Well, and understanding peaking services, there are attributes to the peaking services that can differentiate one for another from a value proposition.

So I guess our question or concern, Jamie, frankly, would be that it would follow a similar process as the storage.

To the extent there were affiliates involved, that it would be a blind RFP process, and so that is just a concern we have.  If there's no affiliates involved then the issue is moot, but I really, you know, wanted to understand from your perspective that that is the case, so I will leave it at that for now, but we would want transparency in that area also.

MR. LeBLANC:  Okay, thanks.

MR. MILLAR:  We can continue with the presentation.
Presentation

MR. LeBLANC:  Okay.  I am at slide 41.  For the Enbridge CDA, there is a shortfall in each year of the five year -- so we're talking right now about design day for Enbridge CDA.

For the Enbridge CDA, there is a shortfall each year of the five-year plan and requirement for design day are forecasted to continue to grow over time.

Demand increases on design day are largely driven by increasing customer base.  Unlike average day, total customer consumption on design day is not declining over time.  This of course leads to lower load factors on new contracts acquired to balance load on the day.

As a result of increasing growth in design day requirements, all of the existing portfolio assets that deliver to the distribution system are required.  EGI will plan to renew all of those contracts that have renewal rights.

EGI reviewed five options, which are described on page 46, table 9.  EGI -- I would like to point out that, you know, what's in the plan was a bit of a theoretical exercise because we weren't actually making a decision at the time.  But when we are making -- reviewing options to make decisions that we will include and consider delivered services available at the time we make those decisions.

As a result of its evaluation, EGI prefers to meet its design day contracting requirements with peaking or other third party services that may offer competitive alternatives, since the shortfalls are relatively small.

Of most interest to EGI is that the services like peaking will afford the utility the ability to adjust its portfolio to future changes in design day demand at a relatively low cost.

As well, FT is available on a short term basis, it provides similar ability to change the amount each year based -- but based on landed cost.  It was significantly more costly at the time of the evaluation we did.  So that is for the CDA.

For the Enbridge EDA, there again, similar to the CDA, there was a shortfall in each of the five years of the plan for design day, and the demand continues to grow over time.

Demand increases on the design day are largely driven by increasing customer base again.  As a result of increasing growth in design day requirements, all of the existing portfolio assets that deliver to the distribution system are required; EGI will plan to renew all of these contracts that have renewal rights.

In the case of the EDA, EGI reviewed four options which were described on page 49, table 12.  EGI will review and assess all options available at the time it makes its decision in the future.

For similar reasons to those in the case of the CDA, EGI prefers to meet its design day contracting requirements with peaking or third party services that may offer competitive alternatives, since the shortfall is relatively small.

I think we have already covered this, but to answer one of your questions, Dwayne, we note that EGI has yet to contract for -- actually, we're in the process of contracting for third party services, as sort of we're in that mode right now contracting for third party services for the up coming winter.  So this is the time of year that we do it.

Average day growth; this is slide 43.  For the EGD rate zone average day, there is almost no growth projected over the five-year plan.  In fact I, believe it declines by 0.2 percent.

EGD rate zone is a single portfolio reflecting the rate-setting mechanisms which will calculates postage stamp rates for the rate zone.  In other words, EGD rate zone does not allocate specific supply and assets to specific delivery areas; costs are shared across the rate zone.  That is in response to a question.

Since there is near flat average day demand changes, projected portfolio diversity and flexibility will be similar to the existing portfolios diversity and flexibility.

We discussed transportation path diversity on page 61, figure 25, and supply diversity on page 62, figure 26.  This supply diversity is the function of decisions made over many years and represents EGD rate zones migration, mitigation -- migration of some supply purchases which were historically made in Alberta to more approximate locations such as Niagara, Dawn and Appalachia.

There is not an exact mix that EGD rate zone has targeted, but given the significant resource base located in the WCSB and Appalachian, as well as the Bokan near Chicago and the very liquid Dawn hub, the EGD rate zone is well positioned to experience diverse and competitive supply across some of North America's most prolific natural gas supply regions.

Transportation contracting flexibility was covered on page 62, figure 27.  EGD rate zone includes US mid-continent in its evaluation of alternatives, and has had mid-con in its portfolio in past years.  That is to a specific question.

EGI reviewed six alternatives to Dawn, options described on page 52, table 15.  EGI will review and assess all options available at the time to make decisions in the future.

For the EGD rate zone analysis, EGI uses the 21-day average of forward curves from the mark -- used the 21-day forward curves from the market close on December 31st, 2018, consistent with QRAM processes in past cost analyses to evaluate costs.  This is in contrast to Union Gas rate zone in the latter slides, which reflect the legacy Union Gas analysis from summer 2018, which leverages the ICF 2018 Q2 commodity price forecast.

As a result of its evaluation, since the EGD rate zone is forecast to have relatively flat demand over the planning period, EGI's preferred strategy is to continue to manage changes in average day demand through purchases at Dawn, and not change the current portfolio composition.

This is consistent with the Board's guiding principles, as Dawn provides a cost effective alternative and offers reliability as it is one of the most liquid trading hubs in North America.  Further, Dawn purchases provide flexibility since no term transportation contracts would be required, as well as offering the ability for EGI to enter into supply agreements for multiple terms with multiple counterparties.

Notwithstanding, EGI will continue to monitor alternatives to Dawn purchases and assess them according to the guiding principles.

Slide 44; this is talking about renewals.  For the EGD rate zone average day renewals, there are two pipeline contracts with renewals to consider in the planning period.  NGTL capacity of 125,000 gigaJoules a day that we have feeding into Empress.  NGTL capacity diversifies our Empress requirement and provides reliability by procuring gas from Canada's benchmark procurement point, AECO/NIT.

The only option for not renewing NGTL is moving purchases to Empress.  Since EGI has a large existing position at Empress, has held NGTL capacity for many years, and has been successful in utilizing its contracts, EGI will plan to continue to contract on an annual basis for NGTL capacity to diversify away from Empress.

The second renewal coming up is Vector.  So approximately 69,000 -- just under 69,000 gigaJoules a day of Vector capacity is up for renewal.

Since there is near flat average demand changes, projected portfolio diversity and flexibility will be similar to the existing portfolio diversity and flexibility.  With the existing portfolio in mind, EGI reviewed six alternatives to renewing Vector capacity options which were described on page 52 in Table 15.

Again, EGI will review and assess all options available at the time it actually makes a decision.

As a result of its evaluation, in order to maintain the EGD rate zone, existing portfolio diversity, maintain the flexibility associated with annual renewals, and continue to source supply from a reliable point such as Chicago, the EGI plans -- EGI plans to renew its EGD rate zone Vector capacity annually during the five-year plan.

Although according to the analysis this comes in an incremental cost of about 8 cents a gJ at the time the analysis was done compared to the lowest cost option, EGI sees the diversity and flexibility benefits of Vector capacity being worth the cost.

Notwithstanding, EGI will continuously monitor alternatives to the Vector contract and assess them for the adequacy in achieving the guiding principles.

Slide 45.  TC Energy -- so these are some recent decisions that we wanted to touch on, just because it is sort of more current events.

So TC Energy contracts have been extended to October 31st, 2026.  A number of TC Energy contracts have been extended.  All of these contracts were subject to a term-up notification from TC Energy due to an upcoming facility build and required -- and are required to meet the requirements in EGI's rate zone.

EGI is also -- so we determined it was appropriate to term them up.

EGI is also in the final stages of procuring delivered services, which I mentioned.  All of this and any additional changes will be discussed in further detail in annual updates that will be filed in May next year in the appropriate sections.

MS. LIBERTY:  So moving on to the next slide then.  It's on?  Can you guys hear me?  Okay.

So we will focus the discussion here on the Union rate zones.  We are not going to address the Union Northwest, because we did not receive any questions, and the evidence is -- we have assumed that you have already read it.

So focusing then on the Union Northeast.  So this slide specifically looks at the fact that we're expecting a small amount of design-day growth in the Union Northeast, five pJs of growth, from 2019 to 2024, and that's been primarily driven by increasing customers.

So we have a specific question that was related to facilities that might be required to increase capacity to the Union EDA delivery area.  So we cannot speculate as to specific facilities that may be required or available for an FT service to the Union EDA.  However, we do anticipate that facilities could be required for any path with deliveries into the Union EDA.

We also had a question related to long-haul transportation and the impact of the TC Energy post-2020 tolls on our long-haul transportation.

At this time we do not have sufficient information to know what changes to services or tolls or what tolls will be post-2020.  If the settlement is not reached through the TTF with shippers, then EGI assumes that TC Energy will file for post-2020 tolls in 2020 with the hearing to follow, given that TC Energy's current regulatory framework expires December 31st, 2020.

We received a question about a list of contracts, and those contracts were provided as part of the original evidence in the plan.  So you can refer to Appendix F in the plan for a list of contracts.

Note that contracts delivering to the EDA with a termination date of October 31, 2024 have been extended to 2026, consistent with the slide that Jamie just finished talking about the TC Energy term-up.  It is also applicable to the Union rate zones, and I will speak more specifically to that in the next couple of slides.

Moving on to slide 47.  This slide specifically refers to the Union rate zone average-day growth.  So Union evaluates options to serve average-day requirements on an ongoing basis.

As stated in our evidence, our preferred planning strategy for the average day is to consider incremental Dawn purchases while evaluating alternatives each year and as market opportunities arise.

As an example, earlier this year -- and I believe Jamie alluded to this already as well -- but earlier this year we contracted for capacity on Great Lakes Gas Transmission along with a portion on TC Energy.

The capacity was from Empress to Emerson II and Emerson II to St. Clair and from St. Clair to Dawn.  So the complete path from Empress to Dawn via Great Lakes and TC Energy.

We had a specific question about our ongoing requirement at the Ojibway point on our system.  The requirement is for a minimum of 60,000 gigaJoules per day of supply delivered at Ojibway to meet long-term demand along EGI's Panhandle transmission system and has not changed.

EGI expanded its panhandle system in 2016 and, as expected, the markets have absorbed the incremental capacity.

So switching gears a little bit here, we were also asked a question about Empress to Parkway options.  EGI regularly evaluates the Empress to Parkway path and can include in future analysis.  EGI notes that the Empress to Parkway path is more expensive than other Empress transportation options, such as Empress to Dawn and Empress and Great Lakes.

There was a question related to EGI utilizing EGD rate zone long-haul transportation for the purpose of diversions to Union North zones.

In the near-term, EGI has separate plans for each rate zone, and the costs are separate until the integration of the plans, which Jamie also alluded to earlier in the presentation.

However, in the long-term EGD long-haul transportation will convert to North Bay junction in 2021, which does not have diversion rights.

We also had a specific question asking about the Union ECDA and the Union CDA amended.  Just a point of clarification.  So Union ECDA and Union CDA amended refer to the distribution areas agreed upon in the October 31, 2013 TC Energy settlement agreement.

How EGI serves customers in our Union CDA changed as a result of the Burlington/Oakville pipeline.

The distribution system that could be served from the Bronte, Burlington, Hamilton, Gate 3, and Nanticoke stations were all considered part of the TCPL Union CDA delivery area.

As a result of the TCPL settlement agreement, Union and TCPL agreed to change how the needs of this area were met, and TCPL agreed to split this area into three distinct areas:  the Union ECDA, which is Burlington and Bronte, the amended Union CDA, which is Nanticoke and Hamilton Gate 3, and Parkway is the third.

We can move to the next slide, so slide 48.  This slide specifically talks about the Union rate zone Sarnia market.

So EGI has contracts to support deliveries to the Sarnia market.  One Vector contract will expire during the term of the five-year plan.  This was discussed earlier in the presentation as well.

As stated in the plan, EGI's preferred strategy is to exercise the right to renew this capacity.  And we will review options to replace the contract closer to its renewal date again.

Vector was given a positive flexibility rating score as compared to the other options, really because of the optionality it provides regarding deliveries to the Sarnia market.

Vector pipeline allows EGI to deliver gas at the Kortright interconnect with Sarnia market and also backhaul an equivalent amount of gas and delivery into the Sarnia market on an interruptible basis.

So Nexus volumes transported to Dawn on Vector can also be nominated in this same manner. And therefore, Nexus deliveries also support the Sarnia market.

Based on the availability capacity report, we had a specific question about how much capacity was available on Nexus.  And based on this report on the website, there is 255,000 dekatherms per day available to Dawn for November 1st, 2019.

In the plan, EGI stated that its preferred purchasing strategy is to consider incremental Dawn purchases while evaluating alternatives each year.  EGI will evaluate options each year and consider short term incremental Nexus, among other opportunities and alternatives if the supply option evaluation supports the decision to contract.

So given that EGI's ability to deliver gas from Dawn to the Sarnia market is constrained, supply options must provide deliveries directly to the Sarnia market.

Great Lakes was listed in the table, but the combination of Great Lakes and TC Energy from Empress was not specifically.

Again, we had a specific question asking why that was.  Great Lakes gas transmission conducted an open season in the spring of this year and at that time, EGI reviewed various supply options, including Great Lakes and Great Lakes and TC Energy, which was ultimately the option that EGI selected in May when we contracted for the Great Lakes capacity.

Finally, EGI does not hold capacity on Alliance Pipeline, which we would be required to transport gas to the Alliance Trading Point, ATP.  Currently, EGI is able to purchase gas to fill its Vector capacity in Chicago at any of the three interconnecting pipelines, Northern Border, Guardian and Alliance.

Purchasing capacity on Alliance would result in EGI having to acquire incremental transportation capacity in the portfolio, and could be seen as reducing optionality at Chicago.  But EGI will continue to monitor these opportunities as they arise.

The next slide is slide 49, Niagara.  So Niagara is another example of how a supply point can evolve over time.  Niagara purchases for the Union rate zone are limited by the amount of transportation that the Union rate zone holds to Niagara on our system.

A contract for 21,101 gigaJoules a day from Niagara Falls to Kirkwall is held by EGI until October 31, 2031.  This transportation path is currently sold out.

There were some questions about the Empire North project and its impact on the Niagara point as a supply point.

Empire North is a project by national fuel gas, NFG.  It will increase deliveries to Chippewa and Hopewell by 174,000 and 31,000 dekatherms per day respectively.  The project involves the installation of two new compressors, no pipeline construction.

NFG filed the project with FERC in February of 2018 and was granted a Certificate of Public Convenience on March 7th, 2019.

NFG has stated its target in-service date is November 1st, 2019, and the project is fully subscribed following an open season held in 2015.

EGI's understanding is that the Empire North project does not increased flows to the Niagara points, and that TC Energy facilities expansion would be required to increase deliveries at this point.

Contracting on Empire North would have required 40 percent of deliveries at the hope well point, and EGI would have required 100 percent at Chippewa.

This is the final slide in the section.  So this is a slide that speaks to Union rate zone decisions made since May 1st, 2019.

Since filing on May 1st, EGI has prepared the gas supply plans for the Union rate zones for the upcoming winter.

As I mentioned earlier, EGI has purchased an asset on TransCanada Energy and Great Lakes, forming a path from Empress to Emerson II, Emerson II to St. Clair, and St. Clair to Dawn.  This capacity provides diversity in our supply portfolio.

TC Energy -- also, we termed up our TC Energy contracts for all rate zones and contracts that were expiring 2024 and we've termed them up to 2026.  All of these contracts were subject to term up notification due to an up coming build and our requirement to meet EGI's delivery zone requirements.

All of these and additional changes will be discussed further in our annual update, May 1st.
Q&A


MR. MILLAR:  Okay.  I know we have a few questions.  Laurie, can we start with you?

MS. KLEIN:  Sure.  In your presentations in slides 41 to -- and each of the slides when you are talking about all of the options you considered, you looked at similar reliability and you also talked about flexibility.  But it seems like flexibility in each of these decisions are slightly different.

So how did you define flexibility?

And in your, let's say in slide 43, all options provide similar reliability and flexibility.  And in slide 44, similar reliability, but mixed flexibility.

What do you mean?

MR. LeBLANC:  I’m sorry I cut that out of my presentation, because I do have some in my notes here.

So on slide 42, I will give you a bit more detail on flexibility.  So flexibility is mixed across the options.  What makes long haul FT highly flexible at the time of the analysis is that there was -- at the time of the analysis is important -- is that there was existing capacity available to the market that had a one-year term.

So that's why it was I believe green -- maybe we should -- maybe just make sure we're talking about ...

What page is that on?  So I am just going to pull up the table which is on page 50 of the evidence.

MS. KLEIN:  Fifty?

MR. LeBLANC:  I believe, yes.  Right there.  So flexibility; I will just give you some of my details here.

We already mentioned that the flexibility of the long haul is green in this instance, and it’s because it was available in the market on an annual renewal basis.  So that is specifically why we rated it in that way.

The other short haul options, although nearly identical in terms of flexibility with long haul, are not currently available in the market and would require long-term commitments.  So that is why they were not rated as highly there.

And then third party services are the least flexible, because it does not provide any of the discretionary service attributes associated with FT, and only has one nomination window, which is important for balancing supply from an operations point of view, and is not available for renewal.

However, it is available in the market today and doesn't require a long term commitment.  So that was how we determined it before.

So you asked about the next one as well?

MS. KLEIN:  Yes.  On slide 44 you talked about all options provide similar reliability but mixed flexibility.

MR. LeBLANC:  Okay.  So that is table -- oh, this is Vector renewals, which is -- just one second here.  I think it is on page 56.

MS. KLEIN:  Page 56.

MR. LeBLANC:  Table -- I think it is Table 19.

MS. KLEIN:  Yes.

MR. LeBLANC:  So on flexibility again.  Flexibility is mixed across the options.  Dawn, Vector, and Nexus are the most flexible, because it does not require additional long-run, long-term pipeline contracting.

Dawn needs no pipe.  Vector is an annual renewal, and Nexus has had existing capacity available.  So similar to the other situation, because there's capacity readily available and nothing has to be built, they're more flexible.

Alliance, Vector is viewed as being less flexible due only to the expectation that a long-term -- due not only to the expectation of a long-term contract, but also because of the liquids-rich pipeline and the relatively less liquid point of ATP.

So there is -- the use of the Alliance pipeline is a little bit more restricted because it has got liquids-rich gas in it.  It needs to be processed and the butanes and all of the stuff that I don't even really know what they are, but they have to be stripped out of the gas stream.  So there is additional complication to using that pipeline.  That combined with ATP is not as liquid a trading point.

And then TC Energy/Great Lakes and Great Lakes and Rover's flexibility is not as strong as some of the other options because there was no existing capacity available at the time of the evaluation.

So long-term commitments would be required in order to get that capacity.  So that is sort how we determined it.

MS. KLEIN:  Okay.

MR. LeBLANC:  It might be useful just while we're on that point, I believe -- didn't you cover what is considered as part of flexibility a little earlier when we were talking about the --


MS. LIBERTY:  I did, yes.

MR. LeBLANC:  Is it worth?  Yes, so --


MS. KLEIN:  I didn't know how it applied to --


MR. LeBLANC:  Oh, okay.  Sorry, yeah.  So that is what you were trying to understand.  Okay, perfect.

MS. KLEIN:  And on page 46, how does that apply on slide 46?

MR. LeBLANC:  Is that yours?

MS. LIBERTY:  That is design day for the Union rate zone.  So if we will bring up the reference.  My notes are not as detailed as Jamie's.

MR. LeBLANC:  Sorry.

[Laughter]

MR. LeBLANC:  Is it design or average?

MS. LIBERTY:  Average.  I believe it is page 90.

MS. KLEIN:  Page what, excuse me?

MS. LIBERTY:  Page 90.

MS. KLEIN:  Oh.

MR. LeBLANC:  Table 33.

MS. LIBERTY:  So is your question related to flexibility as well?

MS. KLEIN:  Yes.

MS. LIBERTY:  Okay.  There is a quote in evidence here which I can start with.  So:

"Purchasing at Dawn is flexible, as it provides pipeline quality gas is available every trading day of the year, allows for multiple terms, and no long-term commitment is required."

And I would add no upstream contract capacity is required.

MS. KLEIN:  Okay.

MR. LeBLANC:  So I would -- do you want me to --


MS. LIBERTY:  Go ahead.

MR. LeBLANC:  So I think the explanation is very much the same as the EGD explanations in the rest of these cases, so the Alliance/Vector is related to the use of Alliance, is why it is red.

And the rest, there was -- at least some of them is because there is no capacity available, but -- I guess it is relative to the -- to what we're buying today.  So that is why -- which is always important to remember.

So relative to buying Dawn, the yellow marks are sort of equally flexible to what we use today.

MS. KLEIN:  Okay.  Okay.

MR. LeBLANC:  If that helps.

MS. KLEIN:  Yes.  And I have an additional question.  On question 4 staff asked sort of detailed questions about your gas commodity portfolio in terms of shares of your supply contracts, which are multi-year, annual, seasonal, monthly, daily.

MR. LeBLANC:  I think we --


MS. KLEIN:  Volumes, contract terms, expiration dates, and the level of concentration, the amount of supplier diversity.

MR. LeBLANC:  Just one second.

MS. LIBERTY:  So the first couple of questions around the supply mix, those -- if we go back in the deck to the beginning section of the supply option analysis, there were slides that were meant to answer that question.

MS. KLEIN:  Oh, sorry.

MS. LIBERTY:  No, no, that's okay.  I didn't get into specific level of detail, so I am happy to do that.

So it is kind of spliced and diced a few different ways, but if we start with this one here, this is a comparison of supply sources by rate zone.

So if you look at the EGD stack, for example, this is the pie chart, but shown broken down further by rate zone.

So you can see here that there is Appalachian Supplies, which is kind of the yellow colour, followed by Chicago, then Niagara and Chippewa, Ontario and Dawn.  And then the top piece there is Western Canadian Supplies.

So this graph -- and I can go through each of the rate zones, but it is meant to show the breakdown of where we source our supply for each specific delivery area or rate zone.

MS. KLEIN:  It doesn't show, though, first of all, the supply contracts in terms of multi-year, daily, things of that nature.  It also doesn't show the supply diversity in terms of, did you buy it from one supplier, multiple supplier, things of that nature.

MR. LeBLANC:  So unfortunately the way we created this slide, the slide deck in the presentation, was to try to group topics, and we might debate on where the right topic -- or where that topic is, but I'll just let you know that those questions I am going to speak to in the execution part.

I am going to talk about procurement and the, you know, the supplier diversity and the timing diversity and those types of things in the execution portion of the presentation.

So hopefully at that time I will cover those additional questions off, but if we get through it and you still have questions we will hit them for sure.

MS. KLEIN:  Perfect, thank you.

MR. LeBLANC:  You're welcome.

MR. MILLAR:  Okay.  Other folks in the room?  Tom.

MR. LADANYI:  You mentioned higher hydrocarbons being present in some of the gas that is coming in.  So ethane, propane, butane, and so on.

It is right, isn't it, that gas that comes from western Canada or TCPL has essentially been stripped, all of the higher hydrocarbons have been removed, but some of the supply from the U.S. in fact has a lot of higher hydrocarbons in it, and it changes the heating viability of the gas, and since you are buying gas on an energy basis but you are actually selling it on a volume basis, that causes problems with unaccounted-for gas, and it was my favourite subject.

Do you take this into account, that gas that's coming in from the U.S. contains a much higher proportion of higher hydrocarbons than the Canadian gas?

[Mr. LeBlanc and Ms. Liberty confer.]


MR. LeBLANC:  You are being very good at picking stuff that is a little outside our wheelhouse today, Tom.

So that is a little bit -- again, a little bit outside our wheelhouse, but we -- our requirements when we purchase gas is that the gas is pipeline quality.

So when we are purchasing gas, we don't differentiate purchases based on the heat value of the gas that we're buying.

MR. LADANYI:  No, I understand that.  But the actuals, in fact, there are differences within the range and when you are dealing with very large volumes, it produces errors, if you like, which ends up being unaccounted-for gas.

MR. LeBLANC:  Yes.  Again, this sort of unaccounted-for gas question is kind of outside of the supply plan, I think, so not really our expertise.  But I agree with you that different pipelines have different energy values in their streams.  But as long as they’re pipeline quality gas, we don't differentiate between them when we are purchasing.

MR. MILLAR:  Roger?

DR. HIGGIN:  Just a clarification on slide 41, and this applies maybe to others as well.

Just to look at the design day for, in this case, the CDA.  Do you have that?

MR. LeBLANC:  I do, yes.

DR. HIGGIN:  I just looked at that and I looked at the table 4 on page 37, and there were some differences.

And so is that just something that is -- I mean, it is not that important, but there are differences.  That’s table 4 in the evidence that I am talking about.

MR. LeBLANC:  So are you talking about line -- if we look at this -- oh, sorry.  If we look at the slide for a minute, you don't have to change it on the screen.  I think everyone has the slide in front of them.

So you're talking about the difference between the design day demand line in the table versus the CDA line on this?

DR. HIGGIN:  Yes.

MR. LeBLANC:  The difference is actually, I believe, the curtailment we talked about earlier.  So if you take what is in table 4, the 3414, and you reduce it by 79, I think, which is the curtailment number, you get the 3335 number and so on.

So that is the difference.  It is the IT curtailment.

DR. HIGGIN:  That would only apply, then, to the EGD rate zone.  It wouldn't to Union because there is no reduction for Union?

MR. LeBLANC:  I just don't think we break it out in the tables.  It does exist in the same manner.  I just don't think it's -- because of the difference in the way the two legacy entities approach some of these things, we present numbers in a slightly different way.  So it is not as evident, I guess, in some of the tables on the Union side, the Union rate zone in this evidence.

But it does exist.  It is just not broken out, the difference.

DR. HIGGIN:  So basically, we should then, apart from the numbers, expect the strategy is based on -- for design day supply, is based on that assumption about curtailment?

MR. LeBLANC:  That's correct, yes.

DR. HIGGIN:  Thank you.

MR. MILLAR:  Thank you, Roger.

MR. WHARTON:  I just have some questions on the Sarnia area, so slide 48, I think.  Here you kind of talked about your new Empress to Emerson contract and then down Great Lakes.

Did I hear you correctly that is to serve the Sarnia area, or the Union South area?

MS. LIBERTY:  The Union South area, yes.

MR. WHARTON:  But not necessarily the Sarnia area?

MS. LIBERTY:  Yes, not necessarily Sarnia, but we did say the Great Lakes path.  So I think it is separate from the contract that we specifically contracted for, the capacity we contracted for is a separate and distinct point.

MR. WHARTON:  Okay.  And in your filed evidence, you also talked about -- I think it is on page 92 in a footnote where you talked about certain system constraints that would prevent certain supply options from serving the Sarnia area.  We are just wondering if you could elaborate on what system constraints you were talking about there.

MS. LIBERTY:  92 you said?

MR. WHARTON:  Yes, page 92, and it’s footnote 44.

MS. LIBERTY:  So this piece of evidence is specifically related to serve the Sarnia market, whereas Union South includes other areas outside of just Sarnia.

MR. WHARTON:  Right.

MS. LIBERTY:  So that’s the differentiating factor there.

MR. LeBLANC:  So I believe -- subject to Erin correcting me -- is that certain pipes don't transect the Sarnia area, and therefore can't be used to support the Sarnia market.  I think that is the point of this last sentence, if I read it correctly.

MR. WHARTON:  Does Great Lakes intersects the Sarnia market?

MR. LeBLANC:  Yes, it does and we are actually using it.  Like, that is part of -- so the new capacity on Great Lakes -- just hold on one sec.

MS. LIBERTY:  A few clarifying points.  It was a really good question.  I think the differentiating factor here is that even though there are other alternatives like, as I mentioned, Great Lakes that can serve the Sarnia market, in terms of the bifurcation, which is the ability to deliver gas directly to the Sarnia market via Kortright and then also bifurcate that same amount, so it is almost like you are able to deliver twice the amount off one pipeline contract, and that's the specific item that I was referring to with Vector and Nexus, that it supports the Sarnia market.

MR. WHARTON:  Okay.  The last question that I have is just on slide 43, which talks about your landed cost analysis to Dawn basically.

The last bullet point there says landed costs range from 3.25 per gJ to 3.81 per gJ.

I am just wondering -- we asked a question in our written questions whether you could provide the landed cost, I guess estimate for the Dawn long-term fixed price service on the main line relative to these landed costs here, and I am just wondering if you have done that.

[Mr. LeBlanc and Ms. Liberty confer]

MS. LIBERTY:  So we were just talking, trying to get a sense for time frame when the LTFP was available.

I think -- and I am not sure, so don't quote me.  But I believe that that was outside this planning period.  So when this analysis was prepared, that service was no longer offered.

I can say, though, at the time that it was, that the Union Gas rate zone did evaluate the service.

MR. WHARTON:  Okay.  So you don't have a landed cost for Dawn --


MS. LIBERTY:  I do not have a landed cost.

MR. WHARTON:  Okay, thank you.  That's it.

MR. MILLAR:  Dwayne are you interested to get in?

MR. QUINN:  Well, I am going to touch on that, and then go to the Enbridge questions, take a breath for others to get in and ask their questions.

That analysis that was requested by TCE, would it be a matter of evidence in your 2018 deferrals which are currently in front of the Board?

MS. LIBERTY:  Just a point of clarification.  So when you say a matter of evidence, you mean in terms of cost recovery?

MR. QUINN:  Did you provide the analysis in your deferral accounts evidence?

MS. LIBERTY:  No.  I just want to clarify my understanding of the question as well.

So previously Union Gas filed transportation contracting analysis as part of the deferral disposition.  Is that what you are referring to?

MR. QUINN:  Yes.

MS. LIBERTY:  Okay.  So we are no longer providing that transportation contracting analysis.  However, that is why we specifically included a section in this plan for transportation contracting analysis in the same format that we would have provided as part of the deferral disposition.

MR. QUINN:  So at what point did the Board say that is no longer a requirement, given it was a matter of settlement between ratepayers and the company?  At which point did the Board say that wasn't required any more?

[Mr. LeBlanc and Ms. Liberty confer.]


MR. STEVENS:  I am not aware whether that was something that the Board expressly said.  You will see what Enbridge included and didn't include within -- within that filing, Dwayne, and the reasons for it as we move into this new deferred rebasing period.

MR. QUINN:  Okay.  We will take that into the deferral account proceeding, thank you.

So I am going to do the Enbridge questions first.  So Table 16 in your evidence, we asked a question about the paths.  The numbers -- I couldn't reconcile the numbers.  Can somebody help me with the paths to Dawn that were assumed for purposes of providing the costs?  And specifically between -- well, for all of those, you've got Nexus, Rover -- do they start at the same supply point, those analyses for Nexus and Rover?

[Mr. LeBlanc and Ms. Liberty confer.]

MR. LeBLANC:  So we were just discussing, and Erin can say for certain that the start point for Rover and Nexus on the Union side was Dominion South, and I believe that it is the same for EGD, but it would be something subject to check that we would have to double-check.

MR. QUINN:  What I am trying to do is figure out the two paths between point A and point B, point B being Dawn.  Is point A the same, and what paths were assumed, because when I did the math it didn't seem to come up with that same result.

We asked if you could show the calculation -- or actually, we asked for each segment's contribution to the total cost, but it sounds like you are not providing that in your presentation.

MR. LeBLANC:  Yeah, simply because we are not -- you know, I guess I would come back to the purpose of the day, and this is about explaining how we make decisions and not necessarily going into, you know, a number of different examples.

We went through one example to give people clarity on how we do it, but we did not intend to do multiple examples of calculations.  We didn't think that that was really the purpose of the day.

It is really more about making sure that people know how we do the analyses and how we make the decisions and not going into the nitty-gritty, I guess, details of the individual calculations.

MR. QUINN:  Okay.  Well, I guess when we submitted the questions we didn't know what limitations would be on them.  If that's the scope what is being provided today we will respect that for the time being.

We will be interested in some greater detail of information in the annual update to the annual supply plan, but I will move forward and ask a question on -- on page 37 of your presentation you've got the new capacity open season that was done.

And I may have got this number incorrect -- well, I shouldn't say the number incorrect.  But you said Enbridge CDA you have 100,000 gJs that was contracted in the new capacity open season.

We had asked a question about segment A.  So starting just with that, is segment A full, in terms of Enbridge's distribution needs, like, the company's distribution needs?

MR. LeBLANC:  Yes.

MR. QUINN:  Sorry.

MR. LeBLANC:  Sorry, yes.

MR. QUINN:  Okay.  Is the remaining portion full also?

MR. LeBLANC:  Yes.

MR. QUINN:  Okay.

MR. LeBLANC:  There is about, I think it's 2 million gJs a day.  1.2 million is being -- is associated with TC Energy and 800,000 a day is associated with Enbridge.

MR. QUINN:  Okay.  So they're both fully utilized on a peak-day basis?

MR. LeBLANC:  Correct.

MR. QUINN:  Okay.  Thank you.

Okay.  I don't know if you need to pull this up, but under Appendix A, page 2, this is your understanding -- your planning process.

And I was interested in terms of where you start with "determine the total storage base available" as a starting point in your analysis.  Can you help me with why you would start with the storage space available versus what is the storage need, like the demand or space required or what are the economics of incremental storage?  Yeah, that's the -- it is the nice flow chart.

MR. LeBLANC:  So that is really just referring to -- and it's a check that we do, is that the 100 pJs is operationally available as a starting point.  So it's not  -- it doesn't imply anything more than that, just checking with the -- so you see it is in the underground storage swim lane, and it is really just checking operationally that the full 100 pJs is available to be used in the supply planning.

MR. QUINN:  Why wouldn't it be?

MS. LIBERTY:  I can't think of a reason offhand, but it is something that gets checked.  It is just a double-check.  It is kind of a formality, really.

MR. QUINN:  All right.  I won't pursue that further.

Okay.  I do have some Union Gas questions.  Do you want me to continue?

MR. LeBLANC:  Sure.

MR. QUINN:  Okay.  So Table 33.  This was in your evidence, Table 33.

MR. LeBLANC:  We have it.

MR. QUINN:  Okay.  So we asked about the -- adding the path to Parkway, a TCPL path to Parkway.  I heard Ms. Liberty say that it is more expensive.  More expensive than Nexus and Rover?  Is that Union's assessment?

[Mr. LeBlanc and Ms. Liberty confer.]

MR. LeBLANC:  We don't seem to have the number available to us, sorry.

MR. QUINN:  I don't suppose you will take an undertaking?

MR. LeBLANC:  I don't think that's the ...

MR. QUINN:  I understand, Jamie.  I am just kidding.

MR. LeBLANC:  Okay, good, thank you.

MR. QUINN:  Well, it seemed a glaring omission from our perspective, but we will put that into our submissions as necessary.

If we can turn to -- if you can go up a few pages to table 29.  It is on page 86 of your evidence.  This is where these qualitative factors are -- you know, I know there has been some definition provided today and I will have to read the transcript to maybe understand it all.

But I struggled with understanding the downwards red arrow for the short haul Niagara reliability.

Can you help me with how that was determined to be a negative impact on reliability?

[Mr. LeBlanc and Ms. Liberty confer]

MS. LIBERTY:  I can speak to this from the Union rate zone perspective.

So in terms of reliability, again we look at a number of different factors, but one of the things we look at is the number of counterparties and the ability to secure supply.  It is different than reliability, in the sense that reliability looks at the ability to supply, to acquire the supply, as well as number of counterparties and how many parties are transacting and whether the location is liquid.

But this really relies on the fact that there are times when we are unable to secure supply at Niagara, and we choose not to fill the pipe.

So that is where it is not 100 percent reliable from that perspective, relative to the alternatives and our current portfolio.

MR. QUINN:  Sorry, I don't know how to -- let's just say I respectfully -- I don't understand or I can't see the evidence as to how you could not buy supply of 20,000 at Niagara, but I will move on because it is only -- well, suffice to say.

We are concerned, I guess. If I combine that with what you have in appendix I, which is your supply point at Niagara, and the difference in cost and landed cost in your own assessment relative to other options, I am trying to understand Union's continued resistance.

I know you said, Ms. Liberty, that there is no capacity left.  But you are familiar with the greater Golden Horseshoe project that TransCanada has?

MS. LIBERTY:  Yes.

MR. QUINN:  And you would be aware of that, if it were asked, the cost and the timing about how they could bring that supply on, it would be just a matter of process?  It wouldn't take too long?

{Mr. LeBlanc and Ms. Liberty confer}

MS. LIBERTY:  I didn't actually know that.

MR. QUINN:  Okay.  Well, let me try it this way.  You had a C1 contract with one supplier that was deferred as a result of the National Fuel Northern Access Project being deferred.

MS. LIBERTY:  So C1?  The Union rate zone had a C1 contract?

MR. QUINN:  Yes. MS. LIBERTY:  Or Union Gas had a C1 contract?

MR. QUINN:  Union Gas had a C1 contract.

MS. LIBERTY:  We are not privy to the contracts that are held by Union Gas.

MR. LeBLANC:  That is the transmission side of the business.

MR. QUINN:  Okay.  But you would follow the events associated with major projects that would potentially bring capacity into your system?

MS. LIBERTY:  Yes.

MR. QUINN:  Like Greater Golden Horseshoe?

MS. LIBERTY:  Yes.

MR. QUINN:  And you are aware that the project was going and then was deferred as a result of supply to Niagara not being available as a result of northern -- sorry, the National Fuel Project to the -- I can't remember if it's northern access or whatever.  I can look that up if you need.

MS. LIBERTY:  I am aware of that.  I was just not aware of what drove --


MR. QUINN:  Differently, have you approached TransCanada about increasing your capacity to be able to access Niagara recently?

MS. LIBERTY:  No.

MR. QUINN:  Okay.

MS. LIBERTY:  From the Union rate zone perspective, for two reasons.

One, we have not -- we do not view the Niagara supply point as a liquid point. We are comfortable with the amount of capacity that we hold in our portfolio at this point in time.

MR. QUINN:  I know you are comfortable with it.  But Enbridge would have about ten times the amount of capacity at Niagara, correct, Jamie?

MR. LeBLANC:  Yes, approximately, and I think that actually part of the reason we are not integrated today, but we are headed down that path.  So I think I discussed a little bit earlier about, well, the two pies are separate and the pie in the middle with the combined capacity gives an indication of the overall supply plan, if you were to sort of put them together today.

And one of the things that we need to think about is, as a whole, how much capacity do we want to have from Niagara.  So that is another aspect that I know I would be concerned with, if we saw capacity and supply and whatever start to increase at Niagara.

So even if that happened, we would have to consider how much Niagara capacity as a whole we would actually want in our plan.

MR. QUINN:  I understand.  But Ms. Liberty was talking about the Empire North expansion, which we had asked about.  That's additional supply that is at Niagara.

So you have that opportunity.  Have you approached that supplier about --


MS. LIBERTY:  So that particular project is sold out.  And as I mentioned in my notes, you had to contract for --


MR. QUINN:  To Niagara?

MS. LIBERTY:  Can I please finish?

MR. QUINN:  Okay.

MS. LIBERTY:  You had to contract for Hopewell as well, and we didn't have a requirement there.

MR. QUINN:  You didn't have a requirement, but it could be used in franchise, correct, similar to what --


MR. LeBLANC:  We actually -- so my old we, EGD several years ago when that project first came up, we actually looked at that, and I think Erin touched on it a bit today.

We decided that that was -- that the transport on that pipe was not a great idea because you had to take a percentage of it to Hopewell. So we actually did not look at it.  But really ...

MR. QUINN:  If we can put that aside, Jamie, what I was trying to say is the supplier has already taken that capacity and they are selling gas at Niagara; 174, I think, was the number you used.

That's capacity is there; it is at Niagara.  You don't have to step into upstream pipe, but you can purchase at Niagara for in-franchise needs for, for example Union South which is not too far away from that point.

MR. LeBLANC:  So the world might change over time at Niagara, but our experience -- Union rate zone with 21,000 and change, Enbridge rate zone with 200,000 a day have been roughly equivalent is that the Niagara point, there are limited numbers of suppliers and it is more difficult to get diverse supply there with lots of counterparties and things.

So I would -- until we see more of that liquidity develop at Niagara, I would be hesitant for either rate zone, or the combined rate zones to contract more to Niagara at this time.

Yes, there is capacity potentially going to be created to Niagara, but we haven't seen the liquidity grow there materially yet.

So at this point in time, I would say neither entity nor the combined entity would look at getting more capacity to the delivery, or to our -- add more capacity to our supply plan at this time due to the somewhat limited liquidity at Niagara and Chippewa.

MR. QUINN:  Okay.  If we could move to Appendix C.  There was analysis done here, I assume that this the analysis that Enbridge did to look at North Bay junction.  Sorry, Appendix C of your evidence.  Maybe we got the wrong reference.  I apologize.  The North Bay junction analysis is on Appendix --


MR. LeBLANC:  You are correct, Appendix C.

MR. QUINN:  Okay.  I am seeing Appendix C differently here.

Sorry.  Whatever is on the screen isn't what I was referring to.

MR. MORAN:  There is one up on this.  This is Appendix C in the ICF.

MR. QUINN:  Oh, I see that, thank you.

MR. LeBLANC:  Sorry, you are right.  That's not it, actually, either.  That's -- that's -- I think that is Appendix -- that is actually Appendix D, that one.  So it's the one --


MR. QUINN:  Yeah, just above that is Appendix --


MR. LeBLANC:  -- before that --


MR. QUINN:  It's page 116 of the PDF, 116 and 117.  There we are.

MR. LeBLANC:  That's the one.

MR. QUINN:  Yes.  So page 2 is page 116.  This analysis, Jamie, I assume, is -- was done by Enbridge, because you are referring to the EDA points, and I guess it was just EDA points that it would be brought to.  Is that correct?  This was done by Enbridge for purposes of deliveries to EDA?

MR. LeBLANC:  Yes.  This is Enbridge analysis.

MR. QUINN:  Yes.  So we asked for a similar table analyzing as an example a -- deliveries to the NCDA.  Was that done by Union to look at analysis of the benefits of deliveries of North Bay junction LTFP to North Bay?

[Mr. LeBlanc and Ms. Liberty confer.]

MS. LIBERTY:  So we did evaluate purchasing North Bay junction, so Union -- for the rate zone, for Union rate zone.  However, we did not provide that analysis in this plan because we did not purchase the capacity.

So this analysis filed here by Enbridge is supporting the transportation contracting analysis supporting the purchase of North Bay junction.

MR. QUINN:  So when the company, EGI in general, will make a purchase decision going forward, you are only going to show analyses which support a transaction and not analysis that forgo the opportunity?

MS. LIBERTY:  No.  I think what we're dealing with here is potentially the fact that this is the first time that we filed supply option analysis.

So going forward we are going to provide supply option analysis and evaluations of all of the alternatives that we look at that are future-looking, and then we will file the specific landed costs analysis to support decisions that have been made and contracted.

MR. LeBLANC:  So the analysis that we have provided in this five-year plan that we have been talking about for a while is -- was done at a point in time looking forward as to what options were available at that time.  So that is the analysis.

When we're providing -- when we're making the decision we do the analysis at the time.  When we're filing this supply plan or the annual updates, we would use analysis of the options available at the time.  So not backwards-looking analysis, in my opinion.

MR. QUINN:  Okay.

MR. LeBLANC:  Unless we actually made a decision, in which case we should provide analysis to justify the decisions we have made.

MR. QUINN:  Okay.  I will defer a couple of other questions.  I think I can put them in later on.  Thank you.

MR. MILLAR:  Okay.  We are past the time for our break.  So why don't we do that now.  It is 3:30.  Let's come back at 3:45.
--- Recess taken at 3:28 p.m.
--- On resuming at 3:45 p.m.

MR. MILLAR:  Good afternoon, everyone.  I think we are into the final stretch now, so why don't we continue with the final segment for today.
Policy and Related Items


MS. LIBERTY:  So the next section will address public policy and other related items.

So the first slide here, this slide will focus on DSM specifically and I would just like to call out, for the purposes of this section of slides, that I will like I be doing a lot of reading verbatim.  We relied on the experts in these subject matters to provide us with information and our hope is to be as responsive as possible to your questions through these slides.

DSM is incorporated into the annual demand forecast as described on pages 31 and 69 of our plan.  Specifically, forecasted DSM volumes are removed from the demand forecast with the goal of improving the overall accuracy of the forecast.

The plan includes DSM volumes approved by the Board in EB-2015-0029 and 0049.  By definition, we know actual volumes will vary from forecast.  Further, it is reasonable to expect that forecasted DSM volumes may change under the DSM framework post 2020.  We have no way of knowing whether those volumes will increase or decrease.

To the degree that DSM volumes increase or decrease, the plan incorporates sufficient flexibility to respond to these changes in annual demand and, similarly, can accommodate larger long-term changes post-2020 should they materialize.



While demand reduction included -- sorry, my apologies.  While demand reduction induced price effects relates to gas programs -- relates to gas supply, it is more appropriately incorporated and considered in DSM plans and programs rather than gas supply planning.

We expect parties will have ample opportunity to discuss DSM, and pursue the questions they might have over the course of the DSM framework development and the review of EGI's subsequent DSM plans.

If we can move to the next slide, this slide will focus on integrated resource planning.  First, we would like to note, like DSM, that the plan contains sufficient flexibility that should IRP result in meaningful changes to demand adjustments, we can make changes to accommodate in the portfolio.

It is anticipated that the IRP proposal will seek to implement a variety of non-pipe solutions, which may include energy efficiency, demand response, or low carbon technologies.

The intent of the IRP proposal will be to defer the need for future facilities that would otherwise be required.  At this time, EGI's intention is to file the IRP proposal in conjunction with the leave to construct application for facilities required on the Dawn to Parkway system, and two proposals will likely share some foundational and contextual evidence.

For further questions and discussion of our IRP, I would most appropriately address in proceedings to review EGI's forthcoming IRP application.

The next two slides will focus on local production.  Natural gas is a commodity; it is traded on the open market and EGI makes two contracts available to producers to either sell gas to EGI, or sell into the market.

Under the GPA, under which gas is sold to EGI, producers are paid a price equal to the near-month Dawn index, less a balancing and transportation charge.

When EGI modified the GPA in 2016, the price index was changed from Niagara to Dawn to reflect that physical gas production is generally consumed in the local distribution system, which is load-balanced and supported by Dawn rather than Niagara.

As an added benefit, Dawn is more actively traded with better price discovery and transparency.

EGI further modified the GPA in 2016 to link the balancing and transportation charge to the balancing rate for parking services per the standard hub contract.

The charge is subject to change and reflects the variable non-firm nature of Ontario-produced supply and some of the administration costs associated with the measurement, quality control, and payment for low volumes from many sources.

The GPA is a commercial gas purchase agreement as opposed to a regulated service.  As such, EGI does not anticipate including the GPA within the suite of OEB-approved contracts.

We can go to the next slide.  Another specific question that we received was why this was the structure of the GPA as opposed to EGI paying the in franchise burner tip commodity charge paid to its customers -- excuse me, paid by its customers.

Under the GPA, EGI is purchasing a commodity and paying market price for that commodity.  The charges subtracted from the purchase price are a proxy for the cost to bring local production to trading points where it is delivered and incorporated into EGI's gas supply operations.

On the subject of new or different prices for locally produced gas, in a rate case requested that the Board order -- in a rate case in early 2000s, RP-2003-0063, EB-2003-008, and EB-2003-0097, Energy Objective requested that the Board order Union to purchase Ontario gas production using a Dawn or Niagara monthly index without any deductions.

The Board rejected Energy Objective’s submission and with respect to this case, this rate class dating.

As for distribution rates and fees, they are subject  -- they are a subject for a rates proceeding.

Our next topic is carbon pricing and reduction.  EGI received some questions on the impact of federal carbon pricing program and demand forecasts.

A price on carbon was incorporated into the inputs generating the annual demand forecast for both rate zones.

Union rate zone demand forecast underpinning the plan was developed in the spring of 2018, when the federal carbon price remained uncertain.  However, at that time, cap and trade charges were still active, and those charges were included in the price variables which informed the demand in the Union rate zone.

The gas supply planning process for the EGD rate zone operated on a different timeline, which allowed for the incorporation of the carbon tax beginning at a price of 20 per tonne in 2019 and increasing to $10 per tonne -- increasing by $10 per year to 50 per tonne in 2022.

These amounts were included in the price variables which informed demand of the EGD rate zone.

EGI has been monitoring and participating in the development of the Clean Fuel Standard implementation.

The Clean Fuel Standard is currently not set to roll out until 2023, and regulatory approach is expected to be developed over the next couple of years, with final publication not expected until 2022.

At this time, therefore, it is not appropriate for EGI to speculate on if and how the Clean Fuel Standard may impact our plan.

Clean Fuel Standard -- sorry, with regard to the other carbon pricing policies and technologies we are asked about such as fuel-switching, increased distributed energy resources, and community energy planning.  And the implementation of these would impact our demand presumably by reducing -- if they were successful.

The plan contains sufficient flexibility in the short-and long-term to accommodate these changes.

Next slide.  So this slide will focus on community expansion and Bill 32 specific questions.

Reference to community expansion in the plans on page 102 and 103, it was meant to demonstrate EGI's commitment to supporting public policy more broadly, including through the provision of reliable and cost-effective gas supply.

As specific communities are contemplated, there are a variety of processes and venues to consider the details of those proposals, including leave-to-construct applications before the Board.

Neither detailed analyses nor feasibility assessments have been conducted for the total number of communities listed on page 103 in evidence.

No demand or assets have been built into the plan on the assumption of new communities materializing beyond those projects identified in Ontario Bill 32, Regulation 24/19.

Specific questions regarding the impacts and viability of community expansion are best determined by interested parties in consultation with EGI's government relations and municipal affairs representatives in addition to EGI's Indigenous Affairs team where appropriate.

So the next and final slide in this section is RNG, renewal natural gas.

So over the course of the past few months, EGI has been working on a voluntary RNG program that will be self-funded, having no cost or bill impact to those customers that choose not to participate in it.

This program will target residential and general service system gas customers and will be strictly voluntary.  The company anticipates presenting its voluntary RNG proposal in the near future, and EGI will roll out its voluntary RNG program following its approval by the Board, presumably in 2020.

Given that this program will be funded -- will be self-funded, it is expected to support short-term RNG procurement agreements, and that RNG volumes flowing under the program will be modest, particularly in the programs' earlier years.

Assuming no changes in provincial government policy or impacts from any potential clean fuel standard, it is expected the volume of RNG flowing under the program will be 9,800 gJs in 2020, growing to 32,650 gJs in 2029.

A positive aspect will be that EGI will begin to introduce RNG volumes into its gas supply portfolio as early as 2020.

EGI has yet to incur any capital costs or expenses as a result of this program.  And our voluntary RNG program is separate and distinct from EB-2017-0319, in which EGD received approval for an RNG injection service and RNG upgrading system.  Thank you.

MR. MILLAR:  Okay.  I expect we have some questions?  Mark.
Q&A


MR. RUBENSTEIN:  Sorry.  Maybe I just didn't catch it.  With respect to DSM, I think the slide essentially says, see what we wrote in the -- in terms of what you have built into the gas supply plan, it essentially says, see what we said in the gas supply plan or the pre-filed evidence.

And what that says is essentially you have used the forecasts based on the current 2015 to 2020 plan.

I guess questions a lot of parties asked was, okay, but what are you actually -- what have you used for '21 to 2024 or whatever the five years are?  Is it just that annual amount, it continues?

MR. LeBLANC:  Yes.  That's correct.  We just carry it forward for having no better indication of what the DSM should be at this time.  Yes.

MR. MILLAR:  Yes, Mike.

MR. BROPHY:  Great.  I had a couple of questions on this area, and maybe I can just kind of start at the broader scale and then, you know, as we get to the more specific granular ones I am not sure you will be able to answer them all or not, but we will see.

So what I thought I could do is start on your slide 30, just as a bit of a grounding point.  It's your evaluation process there.  I can give you a second to pull it up if you need it.

Do you have it?

MR. LeBLANC:  Yes.

MR. BROPHY:  Great, okay.  So there is two elements on this slide that kind of frame the first stream of questioning I had.  The first is that it shows the three OEB guiding principles in that kind of triangle in the bottom right.  And those are being reliability and security of supply as one, cost-effectiveness as the second, and public policy as the third guiding principle.

When I looked at this slide initially, it looked like two of those boxes had been dealt with in your decision matrix, but public policy was absent.

And what I think I heard you say earlier today -- and I wanted to just validate this -- is that a lot of the public-policy elements are things that this panel can't answer because they come in through things like, you know, the demand or other areas and your takers of those, not the ones that deal specifically with those inputs.  Is that a correct characterization?

MR. LeBLANC:  That's correct.

MR. BROPHY:  Okay.  So my first question is, you know, if I look at these three guiding principles as three legs of a stool, and if you take one of them away it makes the stool fall over, public policy is one of those three legs.

What I am struggling with -- and I will get into the more specific questions about the public-policy lens, but how can we judge the adequacy of the gas supply plan if one of those legs of the -- being the policy leg is something that you are not able to give visibility on?

MR. MILLAR:  If you are listening in online I would ask you to put your phone on mute we are getting some unintentional background noise, I think.

[Laughter]

MR. MILLAR:  Sorry to interrupt, go ahead.

MR. LeBLANC:  Just a sec.

[Mr. LeBlanc and Ms. Liberty confer.]

MS. LIBERTY:  So it's a good question, and just to clarify a couple of points, because I think there is a gap in what we talked about in different slides.

So I would say more generally we do consider all three of the guiding principles in all of our decision-making. Why you are not seeing necessarily public policy in this specific slide in this graphic is because it is inherent in what Jamie said in terms of the fact that it influenced our demand forecast.  We don't necessarily have control over some of the items through public policy.  However, we do ensure that our plan is flexible enough to adjust to any changes that could come as a result of public-policy initiatives.

So inherently in our decision-making process and the fact that we build a diverse portfolio that is flexible and reliable, it gives us the flexibility to respond to all of the public policy and changes in demand as a result.

MR. BROPHY:  Thank you.

There was a question we had submitted asking for all of the areas or public policies that had been considered.

I know in the evidence provided, there was three examples, but I am sure there was more than three.  Is that something that you are able to provide, the broader list of the public-policy areas or documents or, you know, things that were considered when the plan was developed?

MS. LIBERTY:  So I would suggest as a starting point that the list is the slides that I just walked through.

So in terms of DSM, IRP, RNG, I think DRIPE was mentioned, carbon pricing and reduction would all be examples.

MR. BROPHY:  Okay.  And in the questions as well below that one, I had indicated just a sample of some other public-policy areas beyond those three that you talked about that didn't appear to be in the material.

I was wondering if they had been considered.  So one is obviously in the distributed energy resources, which is an active discussion and natural gas is an integral part of that, supply and demand.

Community energy planning, and we touched on that earlier today, both from the expansion point of view for communities for infrastructure, but then this trend that is growing of looking to decrease carbon and natural gas usage as well, which can have a big impact on your supply plan.

IRP you did mention, and it is in your slide.  DSM and then some of the air quality.

So for anything that was on -- I didn't put an exhaustive list, so it is fair to say that anything that isn't in the slides, then that just -- i doesn't fit into the consideration or the model and that you used for the plan.

MR. LeBLANC:  I would say they weren't specifically considered.  Some of those things you mentioned I think could be part of the IRP, although I am not -- I know the IRP submission is still in development, so I don't know the specifics.  But I think some of those things you mentioned could be part of a IRP proposal.

MR. BROPHY:  Thank you.  Yeah, I know there is an iterative nature sometimes between these items and that makes it difficult.

So the next lens I looked through just to try to figure out how public policy and the critical elements had been brought into the plan is in Appendix J, page 3 of 3. I will give you a second to pull that up.

It is the public-policy component of the way you are measuring success against your plan, I believe.

Do you have that?

MR. LeBLANC:  Yes.

MR. BROPHY:  Okay.  So I am assuming this is draft for comment, and I think earlier you said you are not looking for Board approval for any of these elements.  And to be fair, some of these even say "needs improvement" and it looks like it is a bit of a draft scorecard that you are looking to improve over time.

So to the extent that some of the significant public-policy elements aren't captured here, what is the way that you would improve that scorecard for public policy to capture those?

MR. LeBLANC:  I think that the intention of this part of the scorecard was just to confirm that the public-policy elements that are being reviewed by the Board, and decisions that are being made around those elements, are appropriately reflected in the gas supply plan and that -- so that is A.

And then B, that the plan is flexible enough to respond to changes as a result of public-policy items.

I think that the intention of the scorecard is just to confirm really that, yes, you know, DSM was included in the creation of the demand forecast which was a direct input into the supply plan.  So that was the intention here.

You know, if there are -- I think this scorecard will evolve a bit.  I think as we start to see some results in our annual updates, there may be things that we add or take away that make sense as time goes on.  But, you know, it was an attempt at trying to make sure we had elements of the three guiding principles, and measures that we thought reflected the decision making and the intentions of how they would be incorporated into the plan.

MR. BROPHY:  Yes, you have to start somewhere.

MR. LeBLANC:  Right.

MR. BROPHY:  And I mentioned earlier that you had indicated a continuous improvement process, too.  I am assuming it applies to the scorecards as well as the rest of the elements of the plan.

One of my concerns, though -- and I will use an example.  So let's use the DSM one just as an example.  DSM saving is addressed in the plan, so it is almost like a yes or no kind of binary thing.

You could interpret that that you have just taken your estimate of what DSM savings are in a year and applied that in your mathematical model, which is a very light kind of analysis of all the different DSM policy elements that could be impacted.

So I don't think in this discussion, you know, we're going to crack the atom on improving a scorecard, or if that is the intent.  But I would just flag that, you know, we believe that there is lots of room for improvement and I didn't bring a list to submit it today, but we are happy to try and look at some of those areas to strengthen that and tighten it up as well over time.

So that was it on the public policy.  And then my final question is on your slide 53.

It sounds like you have it there, yes.  So your last bullet is "further questions and discussion of DSM would be most appropriately addressed in the framework."


I agree, the policy, and there is a lot of elements that will come out of that that are far beyond, you know, this discussion.

However, there are elements in your five-year supply plan that are inputs.  So similar to you taking things from the demand model as an input to supply and you can't comment on that, the supply plan will be impacting things that are inputs to the DSM, and that's things like impacts on the avoided gas costs.  And I know you mentioned that it is not your group that calculates those, but the actual supply of gas, where it comes from, the prices, all of that actually are a major input to the actual cost of gas.

So I would suggest that although some of the elements will need to wait for the DSM proceeding, I just hope you would recognize that the gas supply plan is also an important element that feeds into that, and probably there will be people in that proceeding which will say we don't know gas supply and all of these contracts, so we can't talk to that.

So you are kind of caught in this loop a bit.  So to the extent that there is the ability, through your policy elements, for the five-year plan and perhaps in your interpretation of that element in the scorecard, maybe some of those elements can be included, just so they don't get lost or kicked down the road and lost as well.

Does that sound fair?

MR. LeBLANC:  It is interesting.  I think it is worth including in your submission maybe for us to consider.

MR. BROPHY:  Okay, thank you.

MR. LeBLANC:  Yes.

MR. MILLAR:  Okay, thanks Mike.  Kent, maybe you can introduce yourself because I think you have just arrived.

MR. ELSON:  I will.  Kent Elson representing Environmental Defence.  Good afternoon, everybody.  It is a pleasure to join you all.

I have a couple of questions that I wouldn't actually myself put in the category of public policy.  But you folks have, and they seem to me to be much more related to reducing the cost of supply.

Coming around to DRIPE.  So before I get into that, can you folks explain what DRIPE is for people in the room who might not be familiar with it?

MR. LeBLANC:  That is outside of our -- we are really not the right people unfortunately to be able to answer questions on DRIPE.

We try to be helpful in our presentation and touch on some of those topics to be helpful to the stakeholder group here, but really DRIPE is outside of the gas supply planning process which we're responsible for and which this -- we believe this framework is meant to review.  So we only know what we've kind of presented for the most part.

MR. ELSON:  And I think that is part of our concern, is that you consider it being outside of your bailiwick when it is, you know, worth tens of millions of dollars in potential savings to customers.

I would like to see what, you know, what help you can give me with some of these questions, so I will try to provide a bit of a definition as we understand it.

You know, essentially is that energy efficiency programs can reduce wholesale market prices for energy capacity and natural gas, and that this provides benefits to non-participants.

Is that your understanding as well, roughly speaking?

MR. LeBLANC:  I don't know.

MR. ELSON:  You don't know.

MR. LeBLANC:  To be completely honest, I don't have a very strong understanding of DRIPE generally.

MR. ELSON:  Okay.  Well, in essence, when you are purchasing less gas because of energy efficiency, it has an effect on the market that reduces the price and benefits all customers.

MR. LeBLANC:  The concept of what you are saying makes sense to me.  I just cannot precisely equate that to DRIPE, I guess is what I would say.

What you said --


MR. ELSON:  Yeah.

MR. LeBLANC:  -- makes sense to me.

MR. ELSON:  Price suppression is another word for it instead of DRIPE.

MR. LeBLANC:  Exactly, yes.

MR. ELSON:  Okay, got it.

So we had proposed that as one of your performance metrics you let folks know how much you are saving through price suppression.  Is that something that you can comment on at all?

MR. LeBLANC:  Honestly, it is probably too far outside our expertise.  I would say generally if there is less gas usage and less demand in the market, it would have an impact on price and would, since we are still buying gas, would reduce -- so if less gas usage drives the price in whatever particular direction it drives it -- I guess presumably downwards -- then those customers that are still using gas would benefit from a lower price as a result.

MR. ELSON:  Yeah.  And I guess if it is not -- I mean, you folks are the supply experts and the DSM folks are the DSM experts.  So who are the price suppression experts?

MR. LeBLANC:  I would say that the DSM folks are the price suppression experts.

MR. ELSON:  Got it.  And so we would need to look to them to calculate it?  Or you are looking to -- I mean, just taking a bit of a step backward, I mean, the reason that, you know, I'm pressing forward on this a little bit is that the Board had directed Enbridge to look at this back in 2016.  We haven't seen anything thus far.  And, yes, we could wait until 2022 when the next DSM plans are going to come into place, but we will be midway through your supply plan, and it's a supply issue.  I mean, we're talking about tens of millions of dollars that could be saved for all customers, and so it seems like something that you folks should be watching.

I mean, at some point is there a stage in this process where we can ask you to come back to folks with some more information?

MR. STEVENS:  I'm sorry, Kent.  I am listening along.  I am having difficulty fitting this within the Board's framework of what they expect Enbridge to present in terms of a gas supply plan and what they will be evaluating opposite the gas supply principles.

Unfortunately, we have had a few exchanges today where there is no really clear answer about what is the other venue where something gets dealt with, but I think this falls in the category of, this isn't the right venue, that the impact on prices from energy efficiency programs is not something that I understand to be captured within the gas supply planning framework that the Board has put together.

MR. MILLAR:  Can I just -- I just want to make sure I understand -- again, much of this may just reflect my lack of understanding of how some of these things work.

I think the position is that if you have DSM, all else being equal, that should reduce prices, right?  If you have reduced demand you should have reduced prices.

I guess my next question would be, so what?  So you're talking about tens of millions could be saved, and that will happen or it won't happen, right?  I guess I am not -- I would like some help as to how that relates to the gas supply plan itself.  I mean, I guess the price will be what the price is.

MR. ELSON:  I mean, I think, you know, what we're moving towards is two things.  One is including it as a performance metric potentially under the cost-effective insurance.

MR. MILLAR:  Like a performance metric as in you shall try and lower the price of natural gas by X amount through DSM?

MR. ELSON:  In the same way that the other performance metrics measure the degree to which you are achieving cost-effectiveness, then, you know, that kind of metric.

The second piece would be that, you know, the gas-supply folks can be, you know, a driver for this, and I assume would be part of the folks figuring out what the numbers are, but, you know, maybe I am wrong after, you know, having this discussion.

But, you know, it seems like it is not only one-directional, that it is DSM driving into this, but this being input into other processes, saying, we're going to have cheaper gas if, through IRP, through fuel-switching, through DSM you are using -- we're using less gas.  So it is part of this being the driver, not just the receiver.

MR. MILLAR:  Okay, I do understand, and it does touch on a number of different areas, though, and I don't want you to get ahead of yourself on this, but would one of the things -- I just want to understand what is being contemplated here.  Is one of the things you're looking at here kind of suggesting that the Board leverage this process to encourage more spending on the DSM side?  Or are you talking something more discrete about the gas-supply planning process itself?  Or is that still kind of being formulated?

MR. ELSON:  I mean, I think this could be a driver for more IRP or a more fuel-switching and, you know, connecting an important piece between the cost that everybody is paying for gas and the amount of gas that is being used.

Whether this would be a driver for DSM, you know, I am not sure, because there is, you know, processes in place to be looking at those separately.

But with IRP we don't even know what the next steps are, with fuel-switching even more so we don't know what the next steps are, so, I mean, at this stage, you know, we're just looking for comments from Enbridge on including that as a performance metric and, you know, taking the first steps towards looking at that possibility.

MR. MILLAR:  Okay, that is helpful.

MR. LeBLANC:  Go ahead.

MR. STEVENS:  I know that Jamie suggested to Pollution Probe that the submissions that are coming up might be an opportune time to articulate what different stakeholders see as being properly included within the performance metrics.

I think Enbridge could respond more directly to whatever the proposal is at that point.  But I am sure we're not in a position to agree without sort of more information right now.

And as I said, it doesn't intuitively sound like it is within the Board's contemplation under this framework.

MR. ELSON:  Yeah.  And, you know, I don't want to get into a debate about whether it is within the scope at this stage.  If we're talking about reducing the cost of supply, I think that is generally what this process is for, but, you know, we will leave that for other people to decide.

You know, it's going to be helpful in making submissions if there is more information you can provide on what your next steps are on DRIPE.  If you need to talk to your DSM folks and let other people know, but what you have said so far gives us no information to make those sort of submissions.

So if we know that, yes, we have calculated DRIPE internally and here's the, you know, here's what we're thinking, but, I mean, to the extent that -- I know today you can't provide any information and I know that there is no specific process to come back to the rest of us.  But, you know, that's something we think would be helpful.

MR. STEVENS:  I think the information we have today is there are no future steps in specific relation to DRIPE as part of this consultation.

We believe it is something that would likely be raised in the context of the upcoming DSM consultations and proceedings, but we have no expectation that it is something that is going to be specifically taken on in the context of the gas supply plan.

MR. ELSON:  You know, and if you are saying there is no work going on with respect to DRIPE I would be pretty surprised, because you have been directed to do that back in 2016.

MR. STEVENS:  I didn't say that.

MR. ELSON:  Okay.

MR. LeBLANC:  Just not by this group, I guess is what we would say.

You know, more generally, just going back a little bit, I really think that what most of what you are talking about drives changes in demand forecast, and the demand forecast is an input into the gas supply plan.

So to me what you are talking about is -- should be dealt with when dealing with DSM programs and IRP programs and affect the demand forecast, then we will price and figure out the gas supply plan to meet that new demand forecast.

To me, that is the way it should flow, but that is my understanding.

MR. ELSON:  And we agree it should be addressed in those processes.  We think there is also a role here, but let me move on to an area which -- I don't know if you want to call it public policy or cost-effectiveness, but fuel switching.

That is another area where there is a potential price suppression effect.  For example, if you -- instead of doing community expansion are involved or facilitate, you know, heat pumps or some sort of non-gas alternative, you are reducing your demand.

Do you have any update that you can provide on the thinking there, because it is another area where you are reducing the cost of gas for all participants.

MR. LeBLANC:  I think my comments are the same as for the last topic on that.  It is basically the same, my same comments as I just gave on DRIPE.

MR. ELSON:  In other words, that you should consider price suppression when you are considering fuel-switching in lieu of community expansion, not here?

MR. LeBLANC:  I would only say that fuel switching is a topic that will drive demand.  And to the extent it changes the demand forecast, it will impact the gas supply plan.

MR. MILLAR:  Yes.  You have been very patient, I know.  Go ahead.

Mr. BLAKE:  So we're sort of new to the process in that we haven't appeared before the Board before.  We're here because of -- with the -- representing the gas producers in Ontario.

We're in sort of a strange situation, in that we are largely been producing into the Union Gas system and are governed by what Union Gas has told us we should do.  We don't have really a power to negotiate.

They give us what they give us and we can sort of, you know -- crudely said, it’s sort my way or the highway sort of thing.  So we only can produce gas into Union in most cases.  We have one case where we don't produce gas into Union, but we can only produce gas into Union and we only have two alternatives.  We can either have the gas transported to Dawn and we can then go to a marketer and sell the gas in the open marketplace, which is an option.

But that option is very expensive.  It costs us several thousand dollars -- at least a thousand dollars a month, if not several thousand dollars for each one of those stations.

As you know, the production in Ontario is relatively little.  So it is a very expensive option for us.

Under the other option, which is the GPA, the Gas Price Agreement, it is again dictated to us.  We can't go to Union and say, hey, we don't like the GPA because they say, well, then get your pay and get your gas transported to Dawn.  But for several thousand dollars a month, we just can't afford it, so we have to go with the GPA.

In the GPA we get -- we're paid forward looking Dawn strip and we've looked at that and we see that we can make a calculation, we think over the last four and a half years roughly that the price paid for, to us on the Dawn strip or paid us on our GPAs is about $0.84 a gigaJoule, less than what Union is charging their customers for their total gas supply commodity price.

Now, our gas we're delivering is delivered right into Union's distribution network.  In one case, one of the producers actually produces so close to the Union distribution network that there is no Union distribution network.  In other words, one producer has 134 customers that are served off his pipeline.

So Union Gas, in that case, he switched to GPA now because he can't afford the M13 and so under that case, Union has virtually no distribution, the gas does goes to Dawn.  The gas comes out of wells and the goes to ultimate customers, and the only thing Union provides is the meter and a regulator, and sends the customer a bill.  .

Now, granted in those cases where those field line customers are -- where Union pays the gas gathering company about a 1.40, I think it is.  In other words, they give the gas gathering system their distribution charge.

But albeit, the gas never makes it to Dawn, never is transported, and the utility is not to make anything on the gas that they sell, to my understanding.  But they are clearly making money on that gas that they're selling.

The gas is, you know -- and we have -- in our company, we have about 25 stations where we provide gas to the Union Gas system.  The larger ones we provide gas through an M13.

So I guess ultimately our question is, you know, we read section 5.1 -- I handed this out.  It is a little handout, and 5.1 indicates that the Board is going to assist in maintaining a financially viable gas industry in Ontario.

But what is happening is all of those little gas producers in Ontario that are in aggregate producing five and 5.1 million gigaJoules -- which, you know, is really a small amount in the grand scheme of things as to the figures you are talking about -- but for us, for the industry that employs several, you know, hundreds if not thousands of people in Ontario it is a very important part of the industry.

We're being hamstrung by the way we're getting paid, or the amounts that we're getting paid by Union, and we have really no recourse.  The rates -- we are not regulated.  We can't go to the Board and ask for regulated rates.  We would like that, but we can't do anything.

We're at the beck and call of Union Gas, the old Union Gas, in that we have to take it.  We can take -- you can get the gas transported and pay six cents, or whatever it is to get it transported to Dawn, and then we can sell to the marketplace.  But we have to pay huge fees for those stations, for any new stations or to maintain those stations, or we can have the cheap station that costs us about $90 a month, but then our gas is basically sold at Dawn.  We have no recourse.  We can only sell -- we can only get receipts on the basis of what Union tells us they're going to sell the gas for.

So we're in a tough zone.  We're, you know -- we would like to be regulated somehow, or we would like Union to be regular or Enbridge to be regulated somehow.

But not that Enbridge in the past has been somewhat more generous with how they've dealt with us.

So we have one station.  So our company produces all of the gas off the lake.  So we have four stations where there’s 400 wells in the lake.  Those 400 wells in the lake produce on-shore and we have three stations where the gas goes into Union Gas system or the, you know, Union South, and we have one that goes into EGD.

And so if that station was on the Union station, we would be charged 900 and whatever dollars a month for the station, plus all of the other fees, and .06 cents to move it to Dawn.  But on the old Enbridge system, which is the station is sort of in the Welland area, Enbridge actually pays us .15 cents, and they deliver the gas to Dawn.

So we get paid roughly two-thirds of the transportation cost to go to Dawn, but not on the Union stations.

So, you know, we came here today thinking Enbridge, great; we're getting a great deal on Enbridge.  Union Gas, not so much.

So I guess the long and short of it is we're looking for some solutions.  We want to protect our industry.  We have a lot of companies over the last few years that have failed.  We want to protect our industry, and we think that there should be some mechanism where we receive something similar, particularly where we're selling gas or putting gas into Union's or Union South very close to where the burner tip, or very close to those customers.

We could have a well right beside one of Union's customers or Union South customers, and so the gas goes a few feet and goes into that.

It goes to -- we have various things.  We have 25 stations with Union that go into various points.  None of that gas ever goes to Dawn.

It goes into either a low pressure, like a 40-pound local distribution system, or it may be an intermediate pressure system, and we have some that goes into maybe  700-pound systems.  So a few places, not very many.

So we're looking for a better price for the gas that we're receiving, something that resembles the -- something that resembles the total gas supply charge that you are charging your customers and we just don't see -- you know, I appreciate what you are saying in your presentation, the GPA is a commercial gas agreement.  But it's among two parties, one of which has no power.  The other one has all the market power, and so we choose that or we go and we plug our wells.

And we have plugged hundreds of wells in the last few years, largely because the price isn't there for the gas. And that isn't good for the Ontario economy.  We have wells that we produce into -- that we produce off the lake.  We pay royalties to the Government of Ontario for the wells in the lake, municipal taxes.  You know, we have our employees, and it goes on and on and on.

And we are jeopardized by this low price that we are getting.  Anyway, Jim maybe had some questions, whereas I am more of a statement-maker, I guess.

MR. McINTOSH:  I guess my only comment to Bill's dissertation was the -- in this case it is 11 cents a gJ that we are currently deducted from the Canadian gas price report and Dawn index price that we get paid, so not only do we not get paid what Enbridge -- what EGI now has as their total commodity charge, we also get deducted 11 cents on paper to move our gas to Dawn, even though in most cases, as Bill says, we're delivering gas into a lower-pressure system.  It is not capable of flowing backwards.  It's only going to go to an end user, so it never goes anywhere close to Dawn, never goes anywhere through compressors that use fuel gas or anything, so there's no fuel gas shrinking associated with the gas or anything, and yet we're still having to pay the 11-cent fee, plus getting less than market price for our gas to start with.  The combination is a killer for the industry.

MR. MILLAR:  Bill and Jim, did you have specific recommendations for the Board Staff report or specific asks of Enbridge with respect to the gas supply planning?

MR. McINTOSH:  I think what we can track, because it is public for all, is the total gas commodity charge plus fuel that Enbridge is now using as their base price for all their rates for the M2 rates, M4 rates.  It is basically the price of gas at Dawn.  That price reflects what on average Enbridge is actually paying to get gas at Dawn, whether it is coming from wherever.

That price is significantly above what I would call the Dawn spot price, which is basically what the Ontario producers receive as a base price before this 11 cents is deducted.  Even if we could receive something closer to the total gas commodity price plus fuel, that is a published gas cost, would give us in the range of 80 to 85 a gigajoule more than what we're currently getting for our starting point.

That is not even including the added value of our gas, because it is so close to a burner tip that there is no cost for going through Dawn or going through any of the systems on the Dawn-Trafalgar to get it to wherever it is going.  It is right at the burner tip to start with.  That would help a lot, because that would give us in the range
-- in the range at least of 80 cents to a buck more than what we're getting right now, which is -- at today's gas prices is more like 20, 30, 35 percent more for our gas.  It is a big chunk.

MR. BLAKE:  There's no trading point.  You know, we understand that there is a trading point at Dawn.  It is transparent.  It is liquid site and so forth.

But there is no trading point where we're delivering the gas.  We are delivering the gas downstream of all your major assets.

We're delivering them so downstream in that one case that I mentioned of Metalor (ph) that you have no assets other than a few gas meters and few regulators and you read the meter.

But -- and the other ones, it is just a continuum in through that on the 25 stations that we have.

So, you know, some semblance of that, you know, total gas supply commodity charge we think is a reasonable proxy for the value of the gas at or near where the customer is located, where the actual customer is located.

And, you know, we think we should probably get part of the distribution rate too because, you know, that one supply -- that one gathering system is actually getting all of the -- all of it.  And actually, we have another location in a company that we own is getting it as well for eight customers or something.

But the delivery charge, we should be in theory getting part of that as well, and maybe not all of it, because in most cases we're not, you know, we're not replacing all of your delivery system, but we are replacing a substantial part of it in a lot of the cases.

MR. GARNER:  Can I ask a question of Union and Enbridge.  The GPA, is there a GPA for both Enbridge and Union franchise?  Did they both have GPAs?  Do you know?

MR. LeBLANC:  No.  I think these gentlemen have spoken a little bit to that.  So the GPA is used on the legacy Union Gas side.  There is only one instance of the legacy EGD side purchasing gas, and I think they described how that was being done through, and basically an exchange to Dawn, and it sounds like -- I don't know the specifics, but it sounds like some sort of contribution as part of that exchange.

So there is no GPA for -- there is really only one customer on the Enbridge side.

MR. GARNER:  On the GPA for Union, is the GPA in your mind -- maybe I am looking at David too -- in your mind is the GPA similar to a gas contract that you would purchase otherwise?  I mean, it is a different type of contract.  But regulatory-wise it is like a gas contract?

MR. LeBLANC:  To me that's -- I mean, that was what was rolling through my mind when these gentlemen were speaking, is that is, you know, it is an alternative to buying gas at Dawn or somewheres else for the most part.  So that is the way I believe the GPA is meant to operate.

MR. GARNER:  And in your gas supply plan, is it the Board that approves your contracts?  Or looks as part of the thing?  That is just why I am thinking to myself the Board doesn't actually explicitly approve contracts, does it?

MR. LeBLANC:  Not that I -- no.

MR. GARNER:  They approve the consequence of them, I guess.

MR. BLAKE:  If I could add something quickly.  I will try and be as short and sweet as I can, but -- so just to give you an example of sort of the market power that Union has over these GPA contracts, we were receiving the Niagara price for a long time on the Union Gas.  You know, we have talked about the only single one on the other side.  And on that side we actually send Enbridge a bill and they send us a cheque at the end of the month or payment of some sort.

So on GPAs -- we had GPAs before.  We had -- a lot of our accounts were on M13s, but they became so expensive that the small ones all had to switch off.  So again, take it this way or take it this way.

So under the GPAs we were getting the Niagara price, and the Niagara price was significantly lower than the Dawn price, and the producers became quite boisterous about this problem, and they switched us.  They allowed switching to the Dawn price.

But in switching they imposed a contract that had some terms and conditions that the gas producers did not like.

But in order to -- in order for them to survive -- they couldn't survive on the Niagara price because it was so low -- they had to accept it.

You know, in my case, or in a company -- our company's case, our company signed it, and I sent a long letter with it saying, you know, we have signed this under duress, and so that is the sort of, you know, that's the sort of problem that we see in the way that the Ontario producers have been dealing with Union.

And, you know, Enbridge not so much, but Union, we've had difficulties, and the producers, you know -- and Jim is the head of the producers committee within the Ontario Petroleum Institute -- and the producers are not happy, and a lot of the producers have gone out of business and, you know, they're plugging wells like crazy or not hooking wells up.

Union has a fairly expensive regiment of cost to hook up wells and that sort of thing.  So if you drill a well and it is not, you know, a super well that you can afford to take the low price and pay maybe 3- or $400,000 to get your station hooked up, you plug the well.

We've got one just recently, and the well would make a couple hundred thousand MCF a day or a couple hundred thousand gJs, a couple hundred gJs a day, and the operator is going to plug it.

So anyway, we're, you know, we're taking up everybody's time here, but...

MR. MORAN:  Bob, this is Hugh Moran with the Ontario Petroleum Institute.  Can I make a comment here, please?

MR. MILLAR:  Yes, go ahead.

MR. MORAN:  In response to the question about recommendation, the back story here with all of this, and both Bill and Jim have articulated that very well, some of the detail and the challenge, that the industry is faced with.

The industry is trying to respond from the planning production over the last number of years, and we have been working closely with the government to try to turn that around.

We made a submission to the long-term energy plan which did include a number of recommendations as to how the industry addressed some of these issues, so the pricing and distribution issue is an important one, the reference to the cost of, for example, anyone coming in wanting to hook up to a new meter station, the cost of the meter station had an increased extraordinarily.

So we're trying to address these issues and get a sense of what we could do to try to enhance production.  We are trying to promote that through the last number of years in all of these particular areas.

So what you have heard today is some specific detail as to some of the challenges that the industry is faced with, but ultimately it does require a decision from the provincial government that whoever it wants to develop this natural resource because certainly the potential and the expertise is here to do that.  But we need to be able to do it in a friendly environment and not have some of the obstacles, which you have been given examples of this afternoon, put in the way of helping spur that production.

We're not going to ever produce what Ontario needs in its entirety, but we can produce significant more and we can also do a lot to sustain a historic long-standing industry throughout south-western Ontario.

MR. MILLAR:  Thank you, Mr. Moran.  Let me turn it over to the company.  Any thoughts, or anything you would like to share with us about this topic?

MR. LeBLANC:  So this is again -- I feel like a broken record and I apologize, but this is probably outside of this, the purpose of this proceeding.

One comment or a couple of comments I could offer is my understanding of how costs and these things are dealt with.  I mean, the utility has to ensure that ratepayers -- at least that is our mandate, unless told differently maybe from the government, I suppose -- is that ratepayers don't pay for something that they don't get the benefit for.

So that is why, you know, you get charged for a station because ratepayers shouldn't pay for a station if it's for you.

So I think this is a very complex topic and I think it belongs more in -- I don't know if it is the rate proceedings or something to that effect.  But I guess generally I am just saying that it is important, I guess, that ratepayers done bear the cost for the benefit of the producers.  It should be -- I don't know the details, but I guess that would be my general comment.

MS. GIRVAN:  I have a question for you, Bill, and this is something that is very new to me, but wouldn't the gas that you are talking about be good for consumers in that you are avoiding the transportation costs?

MR. BLAKE:   That's correct.  The gas we are producing into the distribution networks never goes upstream, never goes up the chain, up the ladder into Dawn.

The gas can only go down and it never makes it in through a lot of Union Gas's system.  So it is, you know, I guess they impute it does, but it never goes there.

So it actually is saving everybody money.  And we're not -- don't get me wrong.  We are not asking for something that we don't think is reasonable.  We're only here because we've sort of struck out all the way along.  Jim and OPI went to the rate proceeding and although some of their questions may have been directed somewhat differently, they were punted on to here.  They said go to the gas supply end of things.

So that’s why we're here.  We have spent a lot of time trying to analyze what we're paid, what you are paid, what you charge and all of that sort of thing.  And we're quite prepared to attend a hearing, or do whatever we have to do.  We would, you know, welcome a chance to sit down with the Enbridge people and go through it.

We are quite happy to do whatever is required in order that we can effectively receive what we feel we deserve.  And we would like an opportunity to present that, if not in this proceeding -- we think this is the proper place to do it and we, you know, we're contemplating that unless, you know, Board Staff accepts everything that is said here and the Board accepts everything that there may well be a hearing of some sort at which time it could be dealt with there.

So we are not willing to sort of back off at this point.  We think that we're here and there is not going to be a better place for us to go unless we wait five years, or whenever your next main rates case is.

MR. GARNER:  Bill, could I make a suggestion?  This is a very old issue.  When I was at the Board, the GPAs were an issue with producers.  It always seems to me the difficulty is -- because I understand your position and as a ratepayer, I understand what you are driving at.

The difficulty has always been is there is no arbitration of the two sides, right.  So they're dealing with monopoly and they in a sense are a monopoly themselves, and there is no arbitration of the deal.  It is sort of like you present the deal, they sign the deal.

So the problem is who can arbitrate that.  I know when I was at the Board, the Board avoided getting into being the arbitrator of those deals, how the GPA is dealt with.

But it seems to me that is the solution.  The solution is to provide a third party to sit between the two parties and say this is a reasonable deal, right, as opposed to you as the purchaser.

Although I understand your position, which is you're trying to say, well, we want to protect ratepayers.  They should pay ...

MR. LeBLANC:  Extra.

MR. GARNER:  Extra, and that is legitimate.  Their view, of course, is single sided and you are the only purchaser, right.

MR. LeBLANC:  Right.

MR. GARNER:  To me, if there was a way to produce an arbitration that was binding on both parties to look at it and say, okay, here’s the deal, then you've got a mutually satisfactory deal.  In my view, the Board would be well placed to do that, right, to say look -- because they have to protect the public.

MR. MORAN:  That is a very good suggestion.  We believe up to now that that arbitrator should be the provincial government, and that that is where we put our leverage into developing a strategy for the sector.  To me, it would be natural for them to consider that, although this is a good suggestion.

So there has to be some support come for the kind of resolution that the industry would require on the pricing issue and some of these other questions.

We set out a blueprint for that in our submission to the long-term energy plan, but that was with the previous government.

Now we have a new government and that is working in parallel with doing this as well.  So this is an excellent opportunity to bring some of these issues to the Board.

From what I just heard, though, they're not new issues.

MR. RUBENSTEIN:  If the view is Enbridge is a monopoly, I am not sure the Board has the authority to require anything ...

MR. MILLAR:  I want to caution as well the Board can only do what it is authorized to do through the statute.  We don't get to create our own jurisdiction.  Again, if there is -- this is a very interesting discussion.  I personally haven't thought about this a lot in the past.

So if there are novel ideas and approaches, I am all ears and I assume staff is as well.

But I don't see in the statute where authority would be to do something like what --


MR. RUBENSTEIN:  Can I ask one technical question?  In the handout the OPI provided, they have a bullet that says they produce five-odd-million gJs per year in Union South and EGDS, and not the 450 indicated in EGI's submission.  Is that correct?

MR. BLAKE:  We assume from in your submission in your plan, you are mentioning 453,000 gigaJoules, I think it is.  But I am assuming that what you have calculated is those are the GPA volumes.

You haven't taken into account the M13 volumes, and the M13 volumes form an important part.  We would change all of our contracts to GPA if we could get something other than that awkward 28-day, forward-looking Dawn price.

MR. RUBENSTEIN:  So let me just ask -- my question was pretty much this, and I will ask Enbridge:  How much is purchased from Ontario production?  Roughly, which number is closer to being right?

MR. LeBLANC:  Just give me a second, and I will confer with my colleague here.  Hopefully we can come up with something.

MR. BLAKE:  If I could just interject for a second.  I guess you are not asking me that question.

MR. RUBENSTEIN:  Well, let me just ask them and if you -- because if you think there is a misunderstanding and maybe you are right.

MR. BLAKE:  There is a difference between how much gas is sold to them and how much gas is delivered to them.

MR. RUBENSTEIN:  Well, I guess, how much they are buying and passing on to customers ...

MS. LIBERTY:  The number, the 450,000 on page 77 of the evidence, it is actually 453 in 2019/2020.

That is how much we are purchasing.

MR. LeBLANC:  So the rest is being delivered to Dawn and being sold on the open market, notionally?

MR. RUBENSTEIN:  Thank you.

MR. BLAKE:  However, as you say, it is notionally.  The gas still is not physically transported to Dawn.  It still ends up in the gas ...

MS. LIBERTY:  I don't know that we said that, and I know I can't confirm that.

MR. BLAKE:  No, no, I am not putting words in your mouth.  I’m just saying from my standpoint, from my experience the gas goes into -- doesn't go into the Dawn Trafalgar system and somehow be transported back.

The gas goes into parts of your distribution system or maybe in some cases into a transmission system.

But in my experience -- and I have been in this industry for many years -- the gas can't go upstream and get into Dawn.

The gas can only go downstream, and either it is in a local distribution system or it goes downstream and ends up in a local distribution system.

MR. MORAN:  For the record, we tracked the production to the Minister of Natural Resources in a library that we manage, and it is around 4.5 billion cubic feet a year, this most recent year.  That would be for 2018.  So that's the total volume.  What that breakdown is, that is obviously what would need to be sorted out.

MR. MILLAR:  Okay.  I am not sure where we are.  We have gone well past our time.

MR. McGILLIVRAY:  Michael, I need to get in with a few questions on community expansion.  I don't expect to be too long, if that is okay with you.

MR. MILLAR:  Okay.  I don't like to cut this short.  Did you have a specific response to what we just heard?

MR. LeBLANC:  So to the best of my knowledge I do agree it does not go upstream physically.  It couldn't because of the pressures as far as I understand, I guess.

So, I mean, I would encourage, I guess -- I don't know if it is my place, but I would encourage you to put your submission at least in and, you know, by doing so I will read it and probably others inside Enbridge will read it.

I don't know where that will go.  I can't make any promises on that part, but I think you bring up issues that are worth sort of submitting and at least letting people see it.

I can't offer more than that at this point, but I think it is worthwhile.

MR. BLAKE:  We thank you for your time.

UNIDENTIFIED MALE SPEAKER:  Thank you very much.

MR. MILLAR:  Thank you both.  Jon --


MR. MORAN:  Thank you very much.

MR. McGILLIVRAY:  Thank you.  And I don't expect to be too long.  Jonathan McGillivray, counsel for Anwaatin.

If I could take you back to slide 58.  My questions are mainly around the community expansion part of the public-policy section.

I am looking specifically at the third bullet, where it says:

"No demand or assets have been built into the plan on the assumption of new communities materializing beyond those projects identified in O.Reg. 24/19."

And I am just wondering if you can elaborate on the demand and assets relating to the O.Reg. 24/19 projects that are captured in the plan, to the extent that several projects are already listed in that regulation, and maybe elaborate on how they impact the demand forecast.

MR. LeBLANC:  So I would say that to the extent we have time lines on those community expansions in creating a demand forecast that those volumes would be included in that demand forecast, which would then flow into the gas supply plan.

So if projects are still sort of theoretical or we don't have time lines or we don't have pipe in the ground, I would say they're not in the demand forecast.

But to the extent we have more firm time lines or some of those communities are already coming on to the system, they would make their way into the demand forecast, which would then be a critical input into the supply plan.

MR. McGILLIVRAY:  Okay, thank you, and that is helpful.  And you are aware that several of those community expansion projects are for Indigenous communities?

MR. LeBLANC:  Yes.

MR. McGILLIVRAY:  Okay.  Thank you.  And I guess the final question is, could you address what would happen if there were additional projects beyond those listed so far in O.Reg. 24/19, how would they affect the gas supply plan if they were added under the Bill 32 rubric?

MR. LeBLANC:  So to the extent that new communities, projects become real and eventually get built like the communities that are sort of in the works, they would filter into the demand forecast that is the input into the gas supply plan.

MR. McGILLIVRAY:  Okay.  Thank you.  And some other concerns about LNG and duty to consult and those sort of things, but I think I will leave those for now.

MR. LeBLANC:  Thank you.

MR. MILLAR:  Great.  Thank you very much.

Unless anyone is absolutely dying to say something -- Dwayne --


MR. QUINN:  I will do it tomorrow morning.

MR. MILLAR:  Okay.  I was going to say --


MR. QUINN:  I have questions in this area, but I am happy to do it tomorrow morning and here --


MR. MILLAR:  Yeah, I think we have to call it a day for today, and we will commence again promptly at 9:30.  And thank you all very much.  This has been a very interesting day so far.
--- Whereupon the hearing adjourned at 5:00 p.m.
87

