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Tuesday, September 24, 2019
--- On commencing at 9:30 a.m.
Welcome Remarks


MR. MILLAR:  Good morning, everyone.  I think we will get started, if you could take your seats.  Welcome to day two of our stakeholder conference on the natural gas supply plans.


We're going to get started.  Dwayne had some carry-over questions from the last session that he is going to do now.  He has told me he can keep it to 11 minutes, so we will do that, and then we will move into the regularly scheduled programming for the day.  We are only here until one o'clock today, so I think we worked very well together yesterday.  I would encourage everyone to keep that up, and we should be able to get through everything in the time that we have allotted.


I won't waste any more time.  David, any preliminary matters?


MR. STEVENS:  No, thank you.


MR. MILLAR:  Okay, Dwayne.

Public Policy and Related Items
Q&A (Continued)


MR. QUINN:  Thanks, Michael.  With the assistance of the company I should be able to keep it to 11 minutes.


Good morning, Jamie and Erin.  We left off yesterday, and one of the topics of the last segment was IRP, and I understand you have an application coming in later this year for IRP?


MR. LeBLANC:  Correct.


MR. QUINN:  Okay.  So I guess this pertains to this section of IRP, but we had asked some questions about exploring the efficacy of having a delivery obligation credit out of Ojibway in our submitted questions.


Can we expect to see an analysis of something like that in your integrated resource plan?


MR. LeBLANC:  So we're not responsible for -- we have had some input providing some information to the IRP process, but we're actually not the ones creating it.  So I can't say for certain that that is being considered.


MR. QUINN:  Okay.  Well, this goes two different ways.  Yesterday I asked about Table 33 in your evidence, where you outlined Union South matrix.  It may be helpful to pull up Table 33 so people can see what was presented in evidence.  It is on page 92 of the PDF.  Thank you.  Appreciate that.


Now, there's a range of costs per gJ, and obviously the qualitative factors that Union is considering.  The range is, you know, between 3.25 and 3.80, and we asked about Parkway, why Parkway wasn't on there, and I asked about the relative cost of Parkway to Nexus and Rover.  I know you didn't have an answer on the spot.


Our concern is -- and I would like it somewhere put in evidence -- maybe it is part of your IRP plan -- what is the incremental cost of Parkway relative to your other options and what is the system benefit of controlling the gas coming to Parkway in a way that reduces your need for a facility build?  I know this is a mixture of where gas supply comes together with facilities planning, and if it is completely ignored or siloed such that gas supply can't be thinking about facilities' benefit, that has got to be integrated resource plan.


[Mr. LeBlanc and Ms. Liberty confer.]

MS. LIBERTY:  Okay.  So Jamie and I just had a quick discussion, and we have two thoughts to offer, and I think it will help in terms of crossing over between the accountabilities of gas supply and the folks that are responsible for the IRP  application.


So the one thought we had is that we can definitely share your thoughts and this discussion in the transcript with the folks who are taking care of the IRP application and have that discussion.


Then secondly, I did yesterday when I talked about the supply option analysis process, I did touch on the Empress to Parkway analysis and the question whether or not that was included in the table and why.


I believe what I said was that we did actually prepare that analysis and we do often look at that path, and that in future we will consider adding it into the table so that it is there as a comparator for alternatives.


MR. QUINN:  What information does the Board have on the record that helps them to be comfortable that you have assessed that option, one, for gas supply and, two, for overall system impact?


MR. LeBLANC:  So I think you were right when you prefaced part of your question that we as gas supply are not responsible for the builds or how the -- any of the pipelines, including the Dawn-Parkway pipeline, services our requirements.


Our responsibility is to figure out what we need and to bid into the capacity that we need.  How they satisfy that capacity is really outside, and purposely, actually, through keeping separation between sort of the -- that part of the business and us, we purposely, I guess, exclude ourselves from some of those conversations.  So...


MR. QUINN:  So in your deferrals application, which is in front of the Board at this time, you have sought -- you have contracted for 40,000 gJs of Dawn to Parkway capacity.  Correct?  That is under your responsibility?


MR. LeBLANC:  Yes.  Well, our responsibility, yes, is to bid and to contract for capacity, correct.


MR. QUINN:  Right.  And so you have made a choice that that is your preferred alternative --


MR. LeBLANC:  Yes.


MR. QUINN:  -- as opposed to landing the gas at Parkway under your control?


MR. LeBLANC:  Absolutely.


MR. QUINN:  Okay.  So where is the analysis that supports that decision?


MS. LIBERTY:  So in terms of the requirement for Union South, the requirement is between Dawn and Parkway, so landing the gas at Parkway for that specific requirement would not work.


MR. QUINN:  Excuse me, but it does work?  Because if you have the gas at Parkway and it is a flow west to east on your design day, that more than meets the in-franchise need.  That is just pipeline hydraulics.


So I guess my question is:  What analysis was done to consider landing out of Parkway as opposed to building more Dawn-Parkway capacity?


[Mr. LeBlanc and Ms. Liberty confer.]

MR. LeBLANC:  Sorry, so I just want to reiterate our responsibility and where our responsibility ends.  Our responsibility, yes, is to do analysis to compare options to meet design day and to choose the option based on the process that we've gone through in the last day.  That's where our responsibility ends.  How the transmission side of the business delivers that capacity to us is really up to them.


MR. QUINN:  But you have made a choice not to contract from Empress to Parkway as a choice, you have asked to have Dawn to Parkway capacity as the alternative.  That must be supported by some kind of analytics.


MR. LeBLANC:  Yes.  It is the relative cost analytics like we have been showing you for the last couple 

of days --


MR. QUINN:  So --


MR. LeBLANC:  That is how it is done.  It is done based on the aspects of reliability, flexibility --


MR. QUINN:  I understand those factors --


MR. LeBLANC:  Okay.


MR. QUINN:  -- Jamie.  What I guess -- and I guess I will try to end it here, Mr. Millar, but this is an issue, obviously, that will come up again in IRP, and, yes, you can take my comments forward, as I am sure that that's available to anybody.  We will make our own comments, you know, so that hopefully it is understood by the Board.


You have in your evidence for your incremental contract analysis, which we touched on yesterday, have suggested -- not suggested, it is footnoted that the incremental transport contract analysis was filed as part of Enbridge's -- Enbridge Gas's five-year gas supply plan, and the footnote then leads to this proceeding and pages 79 to 80.


Now, I am not going to ask the witnesses to go through 79 and 80 and show me where the incremental contract analysis would come to -- have in the past is there.


The effect of doing -- of moving the contract analysis into this five-year gas supply plan is we're not looking at the cost consequences.  You folks have said that.  This is about a framework and the decision-making process.  But the cost implications are not available to the Board for their visibility.

So we have moving parts.  I understand this is part of the whole gas supply process.  But when the company picks and chooses what issues are on which agenda, ultimately the Board must be informed of what the company is doing with ratepayers' dollars and the choices that they're making.

MR. RUBENSTEIN:  Sorry, Dwayne, I didn't catch what you were saying.  Which proceeding did it point to this?

MR. QUINN:  The deferral account proceeding 2019-0105; it's coming in front of the Board.

MR. RUBENSTEIN:  Thanks.

MS. LIBERTY:  So I don't know that we're going to get to a resolution around the Parkway point that you are talking about.  But what I can speak to is the evaluation process and the timing, and the attempt of us filing the transportation contracting analysis in the plan, as well as what you will see going forward in the plan, the five-year plan, and on an ongoing basis in the annual update.

So I believe it is a bit of a timing that you are talking about.  So again, I will just explain what we included as part of the transportation contracting analysis and then what you will see going forward.

So the transportation contracting analysis is when we make a decision to purchase an asset and we include the specifics, the benefits and rationale tied to the guiding principles in the transportation contracting analysis.  That is when a decision is made.

So the reason why you did not see the Empress to Parkway specifically called out there is because we were talking about the rationale for the decision to purchase Dawn to Parkway, not the evaluation.

The evaluation of the supply option analysis is to provide insight in advance of future decision making.  So again, I believe what you are calling out is a difference in timing.

But this framework process and this stakeholder is starting today, I guess, and this is on a go forward basis.

MR. QUINN:  I am calling out a lack of transparency and not timing.  There's no costs available to us here, and there is no costs available to us in the deferral account proceeding evidence.

MS. LIBERTY:  Right.  But you are asking about a decision that has been made in the past is what I am trying to call out.  This is a new process.

MR. QUINN:  So anyway, this is again getting into argument.  Mr. Millar, I said eleven minutes; I may have gone over.  It is a second round draft pick next season I will ask for.

MR. MILLAR:  Thank you, Mr. Quinn.

MR. STEVENS:  Sorry, before we leave here, I am having a little bit of trouble with the accusations being thrown around here.

I don't think that Enbridge is being anything less than transparent.  Enbridge is making efforts to answer questions, provide information.  Enbridge has been entirely responsive to the Board's framework.

At the risk of stepping into something which maybe I will regret, when Brandon and I look at appendix I to the filing here, it appears there is a landed cost analysis for the Dawn to Parkway new capacity.

It may not include the one path that you are suggesting, Dwayne, but the suggestion that there is no transparency and that there is no information being filed, I don't think that is supported by what is on the record.

MR. QUINN:  The incremental contract analysis responsibility came out of a proceeding; it's so long ago, I can't even remember it.  It has been provided every year by the company in its deferral accounts application because it was required to do so by the Board.  The Board approved that process.  It was from the mid 2000s.

The company has chosen to, one, not provide it in the deferral account proceeding, and two, not provide the cost information in this proceeding because we're not looking at the cost consequences of the decisions.

That in and of itself creates a lack of transparency.  Decisions could be made with analysis behind the scenes, but there is no evidence on the record to say that that was considered and dismissed as not in the public interest.

MR. STEVENS:  Well, I will say two things and then perhaps we will move along.

First, the suggestion in the initial concern you were raising was about a lack of information on this particular contracting decision.  I say that decision -- that information is filed at appendix I.

It may not have one of the paths that you would prefer to have.  The witness's information is they looked at that path and it wasn't competitive in terms of price.

MR. QUINN:  Okay.

MR. STEVENS:  That is what we heard Erin say.

Secondly, you have indicated that you are concerned that the deferral account proceeding doesn't include all the information that you would expect.  As you know --


MR. QUINN:  Excuse me, Mr. Stevens, the Board would expect.

MR. STEVENS:  That's fine.  Then you are concerned that Enbridge hasn't done what the Board would expect.

As you know, that proceeding is just getting underway.  We haven't even had interrogatories.  There will be full opportunity for you to ask questions and pursue that concern in that proceeding.

MR. QUINN:  We will do so and we -- I am concerned that the gap in regulatory oversight could be used as a technicality to say we're not talking about gas supply costs in this proceeding.  That is the five-year gas supply plan.

So when we ask our interrogatories, we trust by this conversation that Enbridge will be forthcoming with the information that we're requesting.

MR. MILLAR:  I think everyone's views are on the record for this, so that is helpful.  But I am going to suggest we move on with the presentation.

MR. QUINN:  Thank you.

MS. LIBERTY:  So we are going to talk about storage now.  Can everybody hear me?  So the first slide, which is slide 62, talks about the benefits of storage.

So we have tried to summarize here what we view are the benefits of storage in terms of operational security, and then in terms of commodity pricing risk management.

So as a reminder, storage is a critical part of our plan and an integral part to balancing the needs of our ratepayers.

As Jamie had discussed yesterday, the presentation on average day versus design day requirements, storage plays a critical role in balancing our daily and seasonal demands.

Storage assets allow for the purchase of supply in the summer months when commodity is -- prices tend to be lower, and for use in the winter months when commodity prices tend to be higher.

Natural gas production throughout the year is flat, but the demand is higher in the winter and lower in the summer.  So storage allows for purchasing supply when the demand is lower.

Physical storage assets provide the flexibility to increase or decrease supply within the day.  It improves operational capability to balance intra-day demand swings.  During the winter, customer demand swings significantly throughout the day and it is during the winter that we make sure the utility has the storage requirements it needs, so that the operations team can meet those requirements.

Storage assets allow for greater control over the flow of supply throughout the day, and give operations more tools to ensure that reliable downstream distribution service can be provided.

Since supply is injected during the summer and is in the utility's storage accounts, the portion of demand met with storage assets is more likely to be available when it is needed versus relying on third party suppliers to meet utility customer needs on a daily basis.

In summary, storage assets are valuable for the utility because they limit exposure to winter price risks, enhance optional capabilities, and provide a secure source of supply.

Although cost effectiveness is one benefit to storage assets, the operational reliability and supply security are essential benefits to holing storage assets and meeting our guiding principles.

If we can go to the next slide, slide 63.  In terms of storage pricing and allocation for the Union rate zone, aggregate excess calculation is used to determine the in-franchise storage requirements and the amount that is left for sale in the market.

Aggregate excess is the difference between the average day demand and the winter demand.  The 151-day period is meant to represent winter consumption from November 1st through the 31st as a proxy.

Jamie talked a little bit about storage on slide 39 from yesterday as well, and it is really just the difference between the customer demand curve and the average day demand line.

The excess utility which is the difference between the 100 pJs that was set aside for the utility in NGEIR and the in-franchise requirement determined through this aggregate excess calculation.  EGI shareholders received 10 percent of the benefit of this excess utility space, and 90% of the benefit goes to ratepayers.

In its decision with reasons in the Enbridge-Union MAADs application, so EB-2017-0306 and EB-2017-0307, page 51 for reference, the Ontario Energy Board ruled that the utility was to continue to purchase market-based storage services to meet the needs of the legacy EGI in-franchise customers.  As a result, the excess utility cannot be allocated to legacy EGI ratepayers as cost-based rates.

EGI markets its excess utility spaces on a one-year basis for two reasons.  One, a one-year term allows for adjustments to some storage space required by the legacy Union in-franchise customers as a result of the annual forecast and aggregate excess calculation, and, two, marketing the space allows for a transparent process to determine market price.  EGI shareholders realize only 10 percent of the sale, which I mentioned earlier.

Switching topics just a little bit.  There was a question about the reference to 280 BCF of storage, working storage, referenced on page 21 of our plan.  The question was, what portion of that is owned by EGI?  So 273 BCF of the storage is owned by EGI and 4.1 BCF of that storage is owned by an Enbridge Inc. affiliate.  And the remaining 3 BCF is contracted by an unaffiliated third party.

We can go to the next slide.  So on the slide here you can see a list of storage contracts.  They're held by EGI for the EGD rate zone.  The total for this storage is 26.4 pJs, as mentioned in the plan.  And we have just slightly over 9 pJs of storage expiring next March and April of 2020.

So as reported in STAR, 18.5 pJs is held with EGI operating as Union Gas, and that is market-based storage.  100 percent of EGI's market-based storage contracts are delivered to Dawn, and how providers actually provide the storage service is not known to EGI, and contracts for the storage service are injected and withdrawn at Dawn.

The shading on the chart indicates which contracts are expiring over the plan period.  In 2020, like I mentioned earlier, 9 pJs of storage will expire.

We are looking to renew this storage capacity through our blind RFP process.  The blind RFP process initiated in 2018, and we have continued to refine this process over the last year or so.

For the 2020 storage requirements, EGI has worked with Deloitte, and we issued the blind RFP process on August 12, 2019.  And we're currently finalizing that process.

EGI's RFP for storage is for supply to be delivered at Dawn.  So we did not receive any bids for storage to be delivered at Michigan.

However, we would consider a combination of Michigan storage or storage at an alternate point and transportation to Dawn combined.  We would consider that.

Moving to the next slide.  So as alluded to on the previous slide, EGI purchases storage services on behalf of the EGD rate zone through a blind RFP process.  EGI hires a third party to conduct the RFP in a blind manner, eliminating the risk of bias.

The offers are ranked without knowledge of the parties who have submitted the bids.  A limited number of employees on the gas supply team are involved in this process and are privy to the information, a limited amount.

EGI most recently has worked with Deloitte.  Respondents provide their bids in a form of a matrix designed to exclude the information that would expose the identity of the party.

Bids are identified alphanumerically.  Results are provided in a common currency, reported in the same unit, and rounded.  If the bid is a combination of storage and transportation assets together, the transportation is rolled into the total costs reported as an overall cost delivered to Dawn.

EGI is provided with the matrix following the close of the RFP and ranks the bids based on the information provided.  Additional information is requested for the highest-ranked bids, and the bids are re-ranked with that additional information and results are validated.  EGI contracts for the highest-ranked bids.

So that is it for the presentation, and we can move into questions.

MR. MILLAR:  Who would like to begin?  Ms. Klein.

MS. KLEIN:  Just a clarification.  The RFP manager, is that the Deloitte, the third party, or is that somebody else?

MS. LIBERTY:  That is Deloitte, the third party.

MS. KLEIN:  Okay.  So Deloitte is sort of separated, sort of ring-fenced, is away from, let's say your offices. It comes into Deloitte.  Deloitte does --


MS. LIBERTY:  Yes.  We actually haven't even met the RFP manager at Deloitte face-to-face.

MS. KLEIN:  Okay.  Okay.

MS. LIBERTY:  Yes.

MR. LADANYI:  Let's try the microphone again.  Tom Ladanyi, Energy Probe.

[Microphone not activated]  Maybe I didn't hear you right, so you can correct me.  I heard you say that you are prevented by, from assigning the --


MS. GIRVAN:  We can't hear you, Tom.

MR. LADANYI:  Okay.  Can the court reporter hear me?  She can.

MR. MILLAR:  We need people on the phone to be able to hear you as well.  Is your mic on?

MR. LADANYI:  Well, I've got a --


MR. MILLAR:  Maybe you need to go to a different mic.  That one was giving us trouble yesterday too.

MR. LADANYI:  Can you hear me now?

MR. MILLAR:  Yes.

MS. GIRVAN:  Yes.

MR. LADANYI:  Okay.  If I heard you right, you said you were prevented from assigning -- [Microphone not activated]

MS. GIRVAN:  No.  Can't hear you, sorry.

MR. LADANYI:  Okay.  Well, I am trying.

MS. GIRVAN:  I can hear you right there, but when you started your question you tapered off.

MR. LADANYI:  I moved over slightly to grab a piece of paper.  I guess these are very, very weak microphones.  I can't help it.  They've got new microphones in the other room.  I guess maybe they will get new ones here.

Anyway, you were saying that you seem to be prevented by the MAADs decision from assigning excess capacity to the EGD services.  Is that what you said?

MS. LIBERTY:  I will reread what I said just to make sure that we have the exact context.

So I said as a result the excess utility cannot be allocated to legacy EGI rate zones at a cost-based rate.

MR. LADANYI:  So what I am trying to say and understand, is it something that OEB is preventing you and you would like to do it?  Or you never wanted to do it in the first place and OEB just agreed to it?

MS. LIBERTY:  So my understanding is this was discussed in MAADs and the agreement for the period until rebasing until we revisit.  So not necessarily saying we will go one direction or another, but we will not revisit until rebasing, is my understanding.

MR. LeBLANC:  So the OEB decision, page 51, says:

"During the deferral rebasing period the OEB accepts the applicant's proposal to continue to purchase market-based storage services to meet the needs of legacy EGD in-franchise customers."

So it is our intention -- so we have built storage and storage assets with the underlying parameters that it would be sold into the open market and made those decisions based on those things.

That was laid out in some of the MAADs transcript and, therefore, we feel that those assets should continue to be market-based.

MR. LADANYI:  So I understand you are more or less agreeing with me.  Essentially it was Enbridge's proposal to continue doing this, which was opposed by most parties who were in that proceeding, and the OEB sided in its decision with Enbridge?

MR. LeBLANC:  I agree.

MR. GARNER:  Sorry, Tom, can I just interrupt, sorry?  I'm not looking at the decision, but the way I read the decision -- the decision as I read it doesn't explicitly prohibit the assignment at cost.

I thought the decision basically acknowledges both, that there is a cost based amount of storage.  Sorry, I am not reading it, so maybe David do you...

MR. STEVENS:  That is not how I read the decision, Mark.  The last sentence at page 51 that Jamie referenced indicates that continuing the current approach will ensure that legacy Union Gas customers continue to benefit from the sale of market-based storage until issues of rate harmonization are considered.

MR. GARNER:  Thank you.  I am not reading it.  Thank you, David.

MR. QUINN:  I don't want to cut off Mr. Ladanyi at all, but, Mr. LeBlanc, I respect that you may not have been around for STAR and are relatively new to the Union legacy territory.  But we're talking about the 100 pJs, the 100 pJs was built decades ago.

It wasn't built to take that storage to market.  It was a decision of the Board that the 100 pJs gets set aside for in-franchise purposes and, to the extent that there is excess, then that space can be sold at market based rates for the benefit of in-franchise customers and the company.

MR. LeBLANC:  Yes, sorry, I agree with that. I was maybe focussed on the wrong point of Mr. Ladanyi's question.

MR. QUINN:  I just want to make sure the record was straight.  Thank you.

MR. LADANYI:  I don't have any other questions, so you can take over, Dwayne.

MR. MILLAR:  Dwayne, did you have additional matters?

MR. QUINN:  I have a significant additional matter.  I was waiting for others, if anybody else had.

MR. MILLAR:  Ms. Duguay, I think, has a question.

MR. QUINN:  Okay, thank you.

MS. DUGUAY:  I have a very quick question.  On slide 65, I see on the left-hand side that it would be EGI's responsibility to create the distribution list.

That is counterintuitive to me.  I would have thought that that would be the responsibility of Deloitte, the RFP manager.  Can you explain that?

MR. LeBLANC:  So the role of Deloittes is -- they're not -- they're not in the market buying storage, so they wouldn't necessarily know all of the potential -- we put it out very broadly, but they wouldn't know necessarily all of the potential providers.

So we provide them with a list to send it out.  Their role -- we actually -- their role is really to intake the information and to intake questions and manage them, so that we don't get insight into who whose bid is what.

We actually went through a process this year, because we wanted to make sure, you know, extra sure that Deloitte's could do the work well and helped them understand better.

Erin talked about how the matrix tries to eliminate anything that might tip us off as to who the storage is coming from, so we went through a bit of a training process with them to -- you know, when you get a bid in this form, this is how you would translate it into a standard form.

So what their purpose really is is to take the information and translate it into a completely blind form, so that they pass it on to us.  We rank it based on the information in the matrix, and then once we've completed our ranking, then we say to Deloittes, okay, please give us the additional data and information around our highest-ranked bids so that we can sort of make a final decision.

So that is sort of how it works.  So they don't really -- we have better knowledge of the potential providers in the market than they would, so we provide them the list.

MS. GIRVAN:  It's Julie.  I just have a quick follow up to that.

Are the people that are evaluating the bids and, like you said, ranking the bids from Union's perspective are -- whatever, Enbridge Gas's perspective, are they different people than the ones that submitted the bids?

MR. LeBLANC:  Absolutely.  So my team, really Erin and a couple of her staff, rank the bids and we review them and decide, okay, yeah, those are the highest-ranking bids and the people who submit bids are outside, like third parties or -- well, it is also our inside parties.

So they submit to the - we never have direct interaction until we're finalizing the details of the contracts with the bidders.

It is all sort of done with Deloittes in between all through the process, up to the last part where we actually are finalizing the contracts.

MS. LIBERTY:  I would just add that in my presentation I talked about the fact there is a limited amount of folks in gas supply that are involved in the process.

When I say limited, it is three people. And we are very careful that even when we're talking about storage acquisition, or requirements, or anything related to -- related to storage, we are doing that potentially even off-site.

We are very careful to make sure that the information is kept strictly within the gas supply department, and only those who need to be a part of the discussion are privy to the information.

MS. KLEIN:  Who comes up with the evaluation matrix?  Is it Deloitte, the third party?  Or is it...

MR. LeBLANC:  No, we created it, and purposely so.

We know more about the market and what the market might bid than Deloittes does, so we know the things that would tip us off.

So one of the things that Erin mentioned was rounding, which seems like a silly thing, rounding off to sort of the nearest million gJs.  But we know if -- if we got the raw numbers in the bids, we would know, okay, these ones were Canadian bids, these ones were American bids, because of the conversion of dekatherms to gJs.

So we've worked through the matrix and tried to create it in a way to sort of eliminate those sort of industry-knowledge things that would help us to go, oh yeah, we know that one is coming from so and so because it is presented in a certain way.

MS. KLEIN:  The evaluation matrix, is it changed by year, or is it sort of standardized now so that...

MR. LeBLANC:  So through, I guess I'll say, our continuous improvement process, we did review it this year and we made some -- I will say improvements to further strengthen the blindness of it.

The rounding thing was actually something we added this year, because we realized that that was a tip off as to where the bids might be coming.  So there is a couple of other things like that.

We continue to look at it and refine it.  It is a bit of a, you know, lessons learned.  How do we make it better.  How do we make sure that -- and the other lesson learned, I think, was to give more training to Deloittes on how to -- because it is quite complicated at times to translate the different types of bids we get into a standard form.

So to prepare them better to be able to do that so that the matrix comes to us in a valid format.

MS. DUGUAY:  Who developed the process?  Was it EGI or was it in conjunction with an external firm?

MS. LIBERTY:  So the initial process was developed before EGD and Union had amalgamated.  So it was post the merger of Spectra and Enbridge Corporation, and so it was developed at that time by the EGD staff.

MS. DUGUAY:  Okay.

MR. LeBLANC:  We actually started talking about it the last time I was in gas supply.  So we have been sort of developing the idea for a number of years.

MS. DUGUAY:  Are you planning to have that process reviewed by your internal audit folks, or an external firm at some point?

MR. LeBLANC:  No specific plan there, but it's a thought.  We get asked every year by the internal audit folks if there are areas that would make sense to have an audit completed, just from their perspective.

So we do have some input into the internal audit process.  So it is a thought that we could have them review it as part of, you know, one of their areas to look into.

MS. DUGUAY:  Thank you.

MR. MILLAR:  Before we go to Dwayne, is there anyone else on the phone who has some questions?

MS. GIRVAN:  Sorry, Julie here.  I just had another question.

You said you didn't get any bids from Michigan, is that what you said?

MS. LIBERTY:  No, I didn't say that.  I said we have not contracted any storage at Michigan up until this point.  I have not discussed anything about the 2020 requirement bids.

MS. GIRVAN:  Okay, great, thank you.

MR. GARNER:  Can I follow that up about the Michigan gas?

When you are doing this contracting, and you said you would contemplate Michigan storage, when you are getting your bids, how is the delivery of Michigan storage -- how does it show itself in the bid?

Because -- and is there a difference for you in that because you actually have to get it delivered, as opposed to taking it off the closer Dawn area?

MS. LIBERTY:  Right.  So ultimately what we get initially from the matrix is the storage bids identified alphanumerically.

MR. GARNER:  Right.

MS. LIBERTY:  The quantity of the bid.  The injection and withdrawal attributes of the bid.

MR. GARNER:  Right.

MS. LIBERTY:  And the price, obviously.  And that price is a total price that would include all costs, including any discretionary costs, any fixed costs for transportation, tolls, and the total storage cost.  So --


MR. GARNER:  Well, that is a price at -- a delivered price at --


MS. LIBERTY:  A delivered price.

MR. GARNER:  -- Dawn somewhere.

MS. LIBERTY:  At Dawn, yes, correct.

MR. GARNER:  And there is no characteristic that is demonstrative of the need to move gas from Michigan to -- into Dawn that is demonstrative of the bid?  I mean, it just seems to me --


MR. LeBLANC:  You mean in the matrix?  You mean in the matrix?

MR. GARNER:  Well, I do and I don't.  In the matrix I understand what you're saying, but what I am saying to you is, isn't there -- if I were looking at a bunch of bids, it seems to me is I would intuitively start to see something different in Michigan storage getting delivered vis-a-vis storage coming out of the Dawn pool area, right?

MR. LeBLANC:  So we don't see that in the matrix.  We see one all-in price for it delivered at Dawn.  That is how the bid -- we don't have that much information when we rank.

So we ask for -- we ask for bids delivered at Dawn, and the prices in the matrix are converted to an all-in delivered-to-Dawn price.

So we wouldn't see that it is in Michigan until -- if we have chosen it in our highest rankings and we get the further information after, we will then know that it is, you know, DTE or someone like that bid into the storage.

MR. GARNER:  And let's say it gets to that stage, so I guess it becomes un-blind, let's say you choose it, and then you discover you are taking storage from Michigan.  Is there then any analysis because of reliability of moving gas?  Is there another layer put on that bid and said, okay, now we have to figure out, do we -- can we trust this to be delivered or do they have the infrastructure to get it to us?

MR. LeBLANC:  Yes.  So we actually did receive one like that in this current process, and what we went and did is, you know, we looked at what they provided.  They actually -- so the bid actually didn't meet our standard that I am talking about.  They provided a bid for storage in Michigan. And it came up as, you know, one of our highest-ranked bids.

So when we saw it we said, well, this is nice, but it doesn't actually meet our requirements.  And so we first contacted them and say, "Hey, this isn't what we asked for.  Can you do something, including the transportation required to get it where we need it?"  And they said that they weren't able to do that.

So we took the further step at that point and said, okay, well, it is still a good price.  So let's figure out what it would cost for us to get the transport to potentially move that cost, and then compare it as an all-in price ourselves against other -- our other bids.

So we did that, and it actually knocked that bid out of the ranking in the end, because by the time you took into account the cost of the transport to get it to Dawn it dropped down the list in terms of price and fell out of the ranking, but we did try to do everything we could to, you know, make that bid viable, but it didn't work.

MR. GARNER:  Can I ask you another question?  Of the 280 BCF that you have written down in storage in Ontario, how much of that is EGI -- ED -- I can never get your acronym right -- Enbridge's and/or its affiliates, yeah, out of storage?  I mean, how much of the Ontario storage do you and/or your affiliates own?

MR. QUINN:  I think -- well, I will let them answer.

MR. LeBLANC:  So Enbridge and its affiliates own -- so EGI itself --


MR. GARNER:  The whole company.

MR. LeBLANC:  The whole company is all but three or four.

MS. LIBERTY:  Three.

MR. LeBLANC:  Yes.  So of the 280, 277 is owned by Enbridge in some manner.

MR. GARNER:  Okay.  And then my next -- my last question on that.  And over the last five years how much storage have you contracted in Michigan for the two companies?  Have you ever contracted for storage in Michigan?

MR. LeBLANC:  In our -- sorry, just one sec.

MR. QUINN:  Mr. Garner, you might want to add if it is for in-franchise purposes or for non-utility purposes.

MR. GARNER:  Sure.  We will add Dwayne's add to that.  Thanks, Dwayne.

[Mr. LeBlanc and Ms. Liberty confer.]

MS. LIBERTY:  So the short answer is, I don't know.  I don't have experience with the plan post the last five years.  So my gut tells me that in-franchise we have purchased from Michigan in the past, but I can't pull up a reference at this point.  So subject to check.

MR. QUINN:  Can we ask that question in the deferral account proceeding?

MS. LIBERTY:  The storage deferral account?

MR. STEVENS:  Sorry, ask the question of whether there has ever been --


MR. QUINN:  Michigan storage for utility purposes.  I think we can, Mr. Stevens --


MR. STEVENS:  There is certainly nothing to stop you from asking the question.

MR. QUINN:  The S&T deferral account is actually part of the accounts that are being cleared, so we can ask that question, in my view, anyway, sorry --


MR. STEVENS:  Yeah, I mean, what I am pausing on, Dwayne, is, I mean, I am not going to pre-agree sort of on the range of relevance of what it might mean.  But there is certainly no reason you can't ask the question.

MR. QUINN:  I know.  I just had experience of being precluded from an answer.

MR. GARNER:  Well, you know, it is all very interesting, and the other thing, I am actually more interested in the answer now in this sense.  So I am not casting any aspersion in any way, but what I am trying to figure out is this.  Is Michigan actually at all a used market by the in-franchise customers?  And in the sense, has it ever been used, has it been used in the last five years, has it been used a little bit here or there?  I am just trying to get a sense of, do we really contract -- do you really contract anything out of Michigan?

MS. LIBERTY:  It would not be a significant portion of the storage portfolio.

MR. LeBLANC:  So it -- well, to the extent -- I am just thinking a little bit more about your question.

Are you asking Michigan specifically or more generally elsewhere, I guess?

MR. GARNER:  Well, I am asking about Michigan, specifically about where --


MR. LeBLANC:  Because there are components of our market-based storage that we purchase that are, I will say, a little more, I guess, novel in approach.  And really, those types of storage products could come from anywhere.

MR. GARNER:  I understand there's this virtual storage concept.  I am trying to actually just get a sense of the market out there.

So the 3 BCF that is left in the province that is not affiliated with Enbridge Inc. and that, do you have any sense of who owns that 3 BCF.  Is it companies like Tribute and the local well producers?  Are they the type of people that own the other 3 BCF of storage?

MS. LIBERTY:  It is Altagas.

MR. GARNER:  It is Altagas?

MS. LIBERTY:  Yes.

MR. QUINN:  Does EGI have an ownership position in that Altagas storage?

MS. LIBERTY:  We do not have an ownership position in Altagas storage.  We operate the storage.

MR. GARNER:  On their behalf?

MS. LIBERTY:  On their behalf, yes.

MR. GARNER:  Okay.

MR. RUBENSTEIN:  Can I -- I have a much more basic question.  When you were talking about the information that you see after the blind process, the numbers, the cost and the attributes.  Can you just discuss what type of attributes we're talking about?  What is the type of attributes that you see?

MR. LeBLANC:  I don't think I have the comprehensive 

-- I know Erin did touch on them, but primarily price, so an all-in price, the injection withdrawal capabilities.  What else is there?

MS. LIBERTY:  The volume.

MR. LeBLANC:  The volume.  The term, the length of term and time.  I think that is it.

MS. LIBERTY:  So I think this may help answer your question.  But in terms of how we evaluate the bids, it is really a three-step process.

So I think I alluded to the fact that, you know, the information we get first is the matrix, and then we rank the matrix and we take our top bids.

And then -- obviously we can't make a decision on something as important as storage with just three columns of information, so then we request more information.

At that time, we still do not know who the parties are.  We are just getting a little bit more information on their specific bid.

And so that more information might give us a little bit more in terms of what the deliverability is.

MR. LeBLANC:  Maybe what the ratchets.

MS. LIBERTY:  If there's any ratchets, that type of thing.  So we just get a little bit more information and then from there, that helps us rank further.

MR. RUBENSTEIN:  Is there anything with respect to those attributes or that other information that, due to the nature of the storage facility or the storage option, sophisticated people like yourselves would reveal, would give you a sense of the location or where -- just because of the characteristics?

I guess you will never be able to get rid of that, make it a...

MR. LeBLANC:  We can get a sense.  But honestly, we were surprised.  So we just went through the process and we kind of -- you know, when you are looking at it, you kind of guess and think that is probably so and so.  When we got the actual information, we were like, oh, we were surprised.  Even between synthetic and fixed, we were surprised.

So I think that is a testament that the blind process is working, that it really doesn't give us enough to go, oh, for certain that is so and so, because it did surprise us in going through the process.

MR. GARNER:  Can I ask you another question on this stuff about taking gas out of Michigan?

If you are taking -- as gas supply people, if you are trying to take gas out of Michigan storage somewhere, is there a delivery point or points in Michigan that they're traded at?  Places you get gas to then have to take pipe like on Bluewater or somebody, that you then have to move it from there?

MR. LeBLANC:  Yes, that is exactly what we looked at when we were evaluating that situation.

We talked to, first, the most logical one for the particular one was Vector.  They are sold out.  And then we looked at Michigan Transport and things to see what the cost of the transport would be to get that gas.

MR. GARNER:  Thank you.  That is very helpful, but I am asking you a little bit different -- like, if you are in the Michigan market, there is a lot of pipe moving around.  There is a lot of storage all over the place.

Do they have places where they say, okay, drop your gas here and we can pick it up, and there is a price point there?

MR. LeBLANC:  Yes.

MR. GARNER:  What are those in Michigan, or are they all over?  Is there kind of a Dawn equivalent?  Dawn is big, but you know what I mean a Michigan...

MS. LIBERTY:  There is MichCon.

MR. GARNER:  MichCon has a point that they say here is our point?

MS. LIBERTY:  Yes.  I can't recall the exact trading point names, but there is MichCon.  There is an interconnect at Washington 10.  There is the Bluewater storage interconnect, there is...

MR. GARNER:  So there is a few of them that you can get some sort of delivery point and then you can contract for transportation from those?

MS. LIBERTY:  That's correct, yes.  And I would add that in the past, the Union rate zone has contracted on the DTE pipeline transportation capacity to bring gas to Dawn.

MR. GARNER:  Thank you.

MS. DUGUAY:  I just have one follow up question.  With respect to the storage that is owned by the affiliates, what is the physical location of that storage?  Would that be primarily in Ontario?  United States?  Do you have any rough idea about the distribution of the storage owned by affiliated companies?

MS. LIBERTY:  It is all in Ontario.

MS. DUGUAY:  It is all in Ontario.

MR. LeBLANC:  It is all in Southwest Ontario.  One tiny little piece is in sort of the Welland area of Ontario.  The rest is all in the southwest.

MS. DUGUAY:  So is that an issue?  If the storage is priced at Dawn, doesn't that give your affiliate a competitive advantage?

MR. LeBLANC:  I don't know if that's a problem.  From the ratepayers' perspective, I think the ratepayer wants to pay the lowest price.

So if the lowest price happens to be the storage that's closest to its franchise, what does the ratepayer -- what does it matter to the ratepayer, as long as they're getting the best price on their storage, I guess, is how I would answer that.

MR. GARNER:  But isn't Pascale's point -- and this was my thing about delivery points in Michigan.  Is there much of a basis differential between a Michigan storage point of gas and a Dawn price of gas?  I mean, they're pretty close in delivery drops, right.  So is there much of a price point difference in your experience?

MR. LeBLANC:  In the example that I was speaking to earlier, it was significantly more expensive.

The bid, once you included the transportation to get it where we actually need it, was significantly more expensive as a result of the need for the transportation.

MR. GARNER:  Thank you.

MR. MILLAR:  Dwayne?

MR. QUINN:  Yes, thank you.  In the spirit of making sure the record is clear, I actually I misspoke before when I said the STAR proceeding.  I meant to say the NGEIR proceeding, which is where the Board established those rules around the 100 pJs, so just to correct the record.

But it might have been a little bit of a Freudian slip because we are going to come round circle to STAR in a few minutes here.

If we could have number 5, slide 5, the storage contracts?

MR. LeBLANC:  64, correct?  The list of contracts,  slide 64?

MR. QUINN:  Slide 64 in the bottom, I see.  It's 5 of the PDF.  I will come back to that later.

So you have provided the storage balance, maximum storage balance and then maximum withdrawal and injection.

First off, I trust that these maximum withdrawals and injections come with ratchet parameters?

MS. LIBERTY:  Some of them, yes.

MR. LeBLANC:  Some of them do.

MR. QUINN:  Okay.  We had asked in your evaluation criteria, and I trust when you are evaluating you would rank firm deliveries in the shoulder season as more economically effective?  Firm injections in the fall, firm withdrawals in the spring?

MR. LeBLANC:  We do look at when the injections are firm and when the withdrawals are firm, and we do consider that in the -- as an aspect that might affect price, I guess.  There's a cost and benefit of course to the period of firm injections and withdrawals, and that is -- different parties will sometimes give slightly different firm injection/withdrawal periods, and that is considered as part of the -- I will say the second set of rankings because we don't have -- just one second.

[Mr. LeBlanc and Ms. Liberty confer]

MR. LeBLANC:  So, yes, it is part of the, you know, the ongoing ranking process.  We get a bit more information.  After we've done our initial ranking we get a bit more information.  It includes some of the ratcheting aspects.

MR. QUINN:  So it isn't in the first blush that you get to understand if these rates are firm or interruptible?  They just say you can withdraw this amount?  You've got to be able to understand if that is a firm right to be able to value it.

MR. LeBLANC:  Yeah, I -- sorry.  Unfortunately I don't have the matrix right in front of me.  We might have the period of firm.  I can't recall for sure.  I would have to -- I don't know if we can -- if we -- yeah, we can ask maybe to confirm it.  But we might have the periods in that initial matrix.  So --


MR. QUINN:   The periods when they're firm versus interruptible --


MR. LeBLANC:  Yes.  Exactly, yeah.

MR. QUINN:  But they might also be tied to a volumetric percentage, such that if you are below 20 or 25 percent you --


MR. LeBLANC:  Oh, yes.  So those bits of the ratchets, we don't have that in the first matrix.  So you have to understand that in order to be blind, if you get too deeply into the details you start to reveal who is bidding.

So what we try to do first off, so first step of ranking is really based on the, I will say, the main parameters of the storage.  And then we get a bit more information, and that provides us with a bit more insight, and it may or may not change the ranking at that point.  Does that help you?

MR. QUINN:  That just suggests that -- I am going to think about this for a moment and I will talk briefly.  But I don't want you to say much more because, frankly, if you are telling people how you are doing the ranking, if I had that information -- if I was a storage provider with the information you just gave me, I would know how to game the system.

So I am going to defer --


MR. LeBLANC:  That's a good point.

MR. QUINN:  -- in the public interest, but -- but having said that, I will ask you questions in a different forum, and we will get more specificity there, and then you can have some time to consider, Jamie, what you want to release and what you don't, but I think the Board needs to understand what's -- you know, how this is being done.  So I will try to help in that way.

So leaving that for a moment --


MR. RUBENSTEIN:  Just one question.  Do you need to do -- does Enbridge need to do the initial ranking, or can the RFP manager?  If it is essentially the bare bones it is really price?  Is there something that you need to do it versus them?

MR. LeBLANC:  It is fairly obvious, and actually, it could be a consideration for further improvement.  They could probably do that very initial ranking; you are correct.  We did do it this year.  But based on what I recall -- and I don't have the sheet in front of me, but based on what I recall, yeah, they probably could do that initial ranking.

If -- we might have to give them a bit more instruction on how to do it based on our needs, but theoretically that initial ranking probably could be done by them.

MR. RUBENSTEIN:  Same question is, do the RFP -- in the RFP, does it mention that you have an external RFP manager?  Like, if I am some non -- someone out there, do I know -- have a sense that you are doing a blind process, obviously not to the details --


MS. LIBERTY:  Yes.

MR. RUBENSTEIN:  -- but that is information that would be known to potential bidders?

MR. LeBLANC:  They actually get the -- it from Deloittes.

MR. RUBENSTEIN:  Okay.

MR. QUINN:  Get what specifically, Jamie?

MR. LeBLANC:  The request for proposals.

MR. QUINN:  Okay.  But it doesn't -- does it state in the request for proposal how the bids will be valued?

MR. LeBLANC:  No, no.  It lays out what we want.  So for instance, we want it at Dawn.  We want -- in the most recent one we asked for varying terms in terms of time. So some of those guiding parameters to make sure we don't get bids that don't make any sense to our need is in there.

MR. QUINN:  Well, I will defer and I will talk to you offline about some other thoughts in that area.  But I want to get back to something Ms. Liberty said.  Some of these bids do not have ratchets.

Do you have -- some of these bids that you receive you're saying have no ratchets?

MS. LIBERTY:  In the information that we received there was no mention of ratchets; that is correct.

MR. QUINN:  Okay.  So said differently then, you could actually discount -- no, I shouldn't say discount.  Eliminate a bid without full knowledge of whether it is firm throughout the season and throughout all of the volume percentages?

MS. LIBERTY:  Sorry, can you repeat that question?

MR. QUINN:  If you get -- let's just say this is a bid, that you had eleven bids, and you are only getting high-level information, but you don't know if, like, when the rights become interruptible.  How do you -- how do you eliminate a bid before you know how firm it is?

MS. LIBERTY:  Right.  So it is a back-and-forth process.  If we have questions we can ask questions to the third party --


MR. QUINN:  Okay.

MS. LIBERTY:  -- if we need more information.  All blind, though.  We are not getting -- right?  So you have to go back to the whole intent of the blind RFP process, is to protect the parties that are bidding and to protect us, that we do not know who is bidding, right?

So the fact that it is an iterative process where we are going back and asking more questions, we have to go through the third party to do that.

MR. LeBLANC:  Believe me, if we -- it would be nice if we didn't have to do it, because we would have full information right upfront.  But we feel that this is a necessary step to ensure the integrity of our purchasing process.

MR. QUINN:  I respect that you weren't on the panel in the MAADs proceeding, and this was our area of enquiry with Mr. Charleson, because we were concerned about exactly that.  So I am trying to protect this but also trying to demonstrate that this process still ought to choose the most economically effective storage tool for the benefit of ratepayers.

MR. LeBLANC:  And that is why we get additional -- so after the initial ranking we get more information, and that allows us -- and that does at times change the ranking.

MR. QUINN:  I know.

MR. LeBLANC:  Like, if we get more information and we say, okay, our initial ranking was C, you know, provider C, F, and G, and if we get additional information and it impacts our perception of that bid, it could -- and we -- it could move it up and down the ranking.

If we find out that all of the injection withdrawal capability is interruptible, for example, that would definitely change our opinion of that storage service.

So, yeah, it might have been, who knows, 30 cents cheaper than some other bid, but if it is interruptible it is not useful.  So we would discount it in our ranking accordingly at that time.

So it is really trying to make sure that it is as blind as possible, as late as possible in the process, so that we're fair, and -- but we do ultimately have to see all of the details of the bids so that we can sort of make that final decision and then contract.

MR. QUINN:  I understand.  I am going to switch gears just a little bit.  Mr. Garner was asking you about the storage held by Enbridge or Enbridge affiliates, and you provided numbers, thank you.  That was our question in the written questions.

But I kind of look at it differently to say, if the total is 280, and 200 is for utility purposes, that leaves approximately 80 for non-utility storage in the province.

MR. LeBLANC:  Yeah.  I think the question was who owned the storage --


MR. QUINN:  Yeah, no, I --


MR. LeBLANC:  -- we answered that.

MR. QUINN:  -- we did ask that question, and that was answered well, Jamie.

What I am trying to say is there is utility storage which is there for purpose.  You've got 80 units of available storage beyond the utility's needs, 80 plus whatever in-franchise storage of legacy Union that is not used for in-franchise purposes, which is around 5 to 8 BCF.  It swings on it.

So you've got --


MR. LeBLANC:  That makes sense to me.

MR. QUINN:  Okay.  So of the storage that is available for the market to use in different ways than the utility uses it, around 95 percent is held by Enbridge?  Enbridge and Enbridge affiliated companies?  Three isn't...


MR. LeBLANC:  Sorry, can you back up?  Can you ask me the question again, like just the last part, because I...

MR. QUINN:  I am doing mental math, and if you use the number 80 -- 77 is held by Enbridge or Enbridge-affiliated companies, three is not.  So if you do the math, you come out somewhere around 95 percent is owned by Enbridge.

MR. LeBLANC:  Of the storage located in Ontario, yes.

MR. QUINN:  Okay.

MR. LeBLANC:  But the pipelines in North America cross borders.

MR. QUINN:  Oh, I understand.

MR. LeBLANC:  I just -- it is not that...

MR. QUINN:  We will get there.  If you have 95 percent of storage, that is sold obviously to other third parties, to marketers, to potentially end use customers, potentially other utilities outside of the province at Énergir.

MR. LeBLANC:  Sure.

MR. QUINN:  So when you are getting bids, you want G, F, in your ranking, you are getting multiple bids.  It is not like just two or three.  You are getting more than a half a dozen bids for your storage.

MR. LeBLANC:  I think -- this year, I think we had 27 individual bids.

MR. QUINN:  Right.  So if they're bidding Ontario storage, where did they buy their storage to be able to provide you a storage offering?

MR. LeBLANC:  We have no idea.

MR. QUINN:  Okay.  But if it is Ontario...

MR. LeBLANC:  Just because -- even if their offices or whatever are located in Ontario doesn't mean they bought their storage in Ontario.  It doesn't mean they bought storage.  They could be doing it in some way, in some form of supply...

MR. QUINN:  But I think you alluded to the fact that you do an assessment of the firm contracts that support -- so to the extent there is a Michigan storage underpinning this, they have to have firm transport to and from Dawn to meet your criteria.

MS. LIBERTY:  Yes.

MR. QUINN:  Which only makes sense.

MS. LIBERTY:  Yes.

MR. QUINN:  Okay.  So you haven't bought Michigan storage yet.  That is subject to check, and we will check it in the deferral account proceeding.  But you haven't bought that yet.

So underpinning these bids are the storage that Enbridge Inc. is selling to the marketers, and the marketers are offering you a bid back.

MR. LeBLANC:  I don't think so.  We don't know -- when we get an offer, we can guess that, for example, DTE is using Michigan storage when they bid.

I don't know if that is necessarily the case.  They could buy storage anywhere.

MR. QUINN:  Right, they could.

MR. LeBLANC:  All they give us is a price delivered to Dawn.  How they do that is really up to them to decide how they fulfil that service.

MR. QUINN:  So we will just use Michigan as an example.  It could be somewhere else.  But we just talked about the fact that when you looked at the storage that was available at Washington 10 and then you tried to, yourself, create firm transport to be able to make that bid equitable or equal in quality to a Dawn-based service, it changed the rankings.

So the basis differential and the lack of available pipe between Washington 10 and Dawn creates a barrier for Washington 10-type or based storage to be able to compete with Dawn-based storage.

MS. LIBERTY:  I think we are crossing over a line here between physical storage and synthetic, and I think we are also getting into a bit of a discussion about the market.

So I’d just -- I would hike to sort of break down your question a little bit, so we can focus on each one of those aspects separately, because I think it will help with the conversation.

MR. QUINN:  Well, maybe I could give you my premise and you can tell me if we have a need for concern.

If 95 percent is owned by Enbridge, Enbridge makes the market.  The reality is they make the market.  Yes, they have to see what seasonal spreads are providing as an intrinsic value of storage.

What they release their storage at to third parties makes the market at Dawn.

MS. LIBERTY:  So the market makes the market, I would suggest.

MR. LeBLANC:  Yes.

MS. LIBERTY:  And the market drives the price.

MR. LeBLANC:  Right.

MS. LIBERTY:  And the Michigan, and all of the Michigan storage operators, the transportation to and from Dawn, all of the gas that is coming from Appalachia and Empress, and all of the basins in North America, and all of the interconnectivity to the Dawn hub makes the market at Dawn.

So I think there is more than just the fact that Enbridge does own --


MR. LeBLANC:  Dawn is not an island.

MR. QUINN:  I understand, Jamie.

MR. LeBLANC:  Dawn is not an island.  It is part of an integrated North American market.

MR. QUINN:  If you don't accept my premise, we can submit it in our submissions and we will do that.  I am trying to be respectful of time.

MR. LeBLANC:  We don't accept your premise.

MR. MILLAR:  We are just about at break time.  How are you doing?

MR. QUINN:  Not well, Michael, but thanks for asking. I should be able to wrap up in five to ten minutes.

MR. MILLAR:  I will give you seven.

MR. QUINN:  We will put that in our submissions.  We can argue whether it makes a market or not.  But you have, well, stated some things earlier that I think it will be helpful for the Board to understand.

My secondary concern, I guess, in this is how does the Board then -- if Dawn, the market makes the market at Dawn how does the Board see what the market price is at Dawn to know if -- to look at that price versus what you have contracted for, to determine if what you are doing is economically prudent?

MR. LeBLANC:  So the whole purpose of the blind RFP process is for us to make decisions based on what is available in the market.  That is the market.

What we get is the market.  And we evaluate -- same as we evaluate storage, we evaluate based on what we need and ultimately the price that it costs.

MR. QUINN:  And that comes into the Board how, in terms of evidence?

MR. LeBLANC:  That is, you know, the details of the bids is really market-sensitive information and of course the Board is capable of auditing those numbers, if they decide that that is something that is of interest.

But we're explaining our process of how we make a decision, and that's how the decision gets made.

The Board, if it felt interested, could obviously -- the Board has audited various aspects of things that we do in the past, and they could do that in the future.

MR. QUINN:  Okay.  So it would only be through an audit process then that the Board would get evidence of the choices Enbridge has made relative to the market.

Where would it get the other market information to know is this what Enbridge is doing, is it comparable to what is available in the market?

MR. LeBLANC:  Well, they could audit -- so as part of that auditing, if they wanted to, they could audit the trail of how the information flowed and they could see that bid A went to Deloitte and Touche, and they used that to feed our matrix on which we made a decision.  So they will be able to see -- I mean, that is the market.

If someone offers you something, that is the market.  So they will be able to see this that is coming from the market and I mean that is -- to me, the best evidence of the value of something is what someone is willing to offer it for or pay for it, right.

MR. QUINN:  Okay.  I committed to reduce the time and appreciate the opportunity to speak with you later, Jamie, just in terms of my concerns.

MR. LeBLANC:  Sure.

MR. QUINN:  Then it is not on the public record here.

MR. LeBLANC:  Sure.

MR. GARNER:  I do have one more question when I start to think about this.  Dwayne was pointing out that about 97 percent of the Ontario storage is owned by an affiliate and/or Enbridge in some sense.

But as I understand it, the bids that you get aren't necessarily from your affiliate.   Is the way this works, at least in part, that third party people purchase storage and then resell that storage potentially back to you?  Is that a potential outcome and is that something that is seen?

MR. LeBLANC:  That is entirely possible.  We don't know how they are backing the service.

What we know is that when we ask for a certain level of withdrawal, we get a certain level of withdrawal.  When we ask to inject, we get that level of injection and we know how much space we have.

How they deliver that is actually up to them, and not transparent to us.

MR. GARNER:  So when you see these A, B, C names that, let's say, you finally contract with, they're not necessarily names that have Enbridge of any type associated with it or Union associated with it.  They could be ABC Corp., right?

MR. LeBLANC:  Absolutely.

MR. GARNER:  Now, when you see that name, then, do you do due diligence on the party in order to see they can meet their commitments?

MR. LeBLANC:  Yes.  There is a number of aspects of due diligence, but certain, you know, well, history with them, potentially, credit checks, all of those types of things are part of the process.

MS. LIBERTY:  I would just add that there is also public information that is available on the assets that folks hold, whether they're storage or transportation.  So we have that option available to us as well as a tool for us to know what assets could potentially be underpinning it.

MR. LeBLANC:  We don't know specifically that they're using those specific assets, but we can see that generally they have a certain number of assets that could be used to deliver the service.

MR. GARNER:  And to your knowledge, does Enbridge Inc. and/or its affiliates participate as third-party companies?  Do they have third-party entities that actually purchase -- that are trading under names that are -- when you do this diligence that you see are related to your own parent corporation?

MR. LeBLANC:  So the definition in my mind a third party is that they're not related to our corporation.  So, sorry, I was --


MR. GARNER:  Let's say they're related party.  So the name doesn't look like they're a related party, but when you do your due diligence you actually discover they're a related party to your company.

MR. LeBLANC:  I think we are generally familiar with the related party.  So we would know, I would think, offhand.

MR. GARNER:  You would just know?

MR. LeBLANC:  Yes.  We would know offhand when we saw the names, yeah.

MR. GARNER:  Thank you, Jamie.

MR. MILLAR:  Okay.  We are going to take our break.  Let's come back in 15 minutes, please.  So about seven minutes after 11:00.
--- Recess taken at 10:52 a.m.
--- On resuming at 11:08 a.m.
Appearances


MR. MILLAR:  If I could ask everyone to take their seats.  While people are doing that, could we have the people on the phone introduce themselves?  We are taking attendance for this and we know who is in the room obviously, but we don't know who is on the phone.


Julie, I know you are there.  Anyone else?


MR. POLLOCK:  Scott Pollock.


MR. MILLAR:  Anyone else?


MS. VIERA:  Michelle Viera from Ag Energy.


MS. MORROW:  Katie Morrow from Ag Energy.


MR. MILLAR:  Thank you, anyone else?


MS. NICHOLSON:  Melee Nicholson, Equinor.


MR. MILLAR:  I think I heard Preda as well -- Jaya, sorry.


UNIDENTIFIED FEMALE SPEAKER:  Yes.


MR. MILLAR:  Okay, thank you.  Anyone else? 


MR. AIKEN:   Randy Aiken, LPMA.


MR. MILLAR:  Okay.  Is that it?  All right.  David, you had an opening address?

Welcome Remarks

MR. STEVENS:  Not so much an opening address, just two things we wanted to follow up on that we had spoken about.


One is I misspoke slightly when I was speaking about what was filed already in terms of option and analysis for the Dawn to Parkway new capacity.


At appendix I, the landed cost analysis is set out of the options that were considered and contrary to what I said, Enbridge actually did consider the route of Empress to Parkway.  It is in the fourth box down.


It is shown as TCPL, EMP to UPB.


I think Erin has one item that she wanted to follow up on, also in terms of the Michigan storage.


MR. QUINN:  UPB?


MR. STEVENS:  Yes.


MR. LeBLANC:  Union Parkway Belt.


MR. QUINN:  Okay, I didn't know what that is.


MS. LIBERTY:  It is an internal acronym.  The one item I wanted to follow up on is that I said there was a portion I believed, and I wanted to confirm there was a portion that had been purchased in Michigan that EGI had purchased in the past.


That portion was at the Bluewater storage facility in Michigan, and it was approximately 3.2 pJs that we had held, and it was from the period of 2013 to 2018.


MR. QUINN:  Just clarifying on that, then.  This was for EGD's utilization?


MS. LIBERTY:  EGD rate zone, that's correct, yes.


MR. QUINN:  And did you hold the transport, or did the storage provider hold the transport?


MS. LIBERTY:  I don't know the answer to that question.


MR. LeBLANC:  It was delivered to Dawn.  So they held it.


MR. QUINN:  They held it, okay.


MR. LeBLANC:  Oh, yes.  I don't know that for sure, but we didn't hold it, I guess is what I would say.


MR. QUINN:  Okay, fair enough.  Thank you.


MR. MILLAR:  Okay.  Let's continue with the presentations.

Execution and Risk Mitigation

MR. LeBLANC:  Slide 68.  So I want to talk a little bit about the execution process.


So annually, the gas supply plan is updated for the most current information available through the gas supply planning process.  Once approved by the executives, it is handed off to the procurement team to procure the assets identified.


Once the assets are put in place and commodity purchase plans are underway, a cross-functional team of EGI employees monitor commodity prices, market conditions, inventory levels, and forecast consumption meets regularly to determine commodity purchase adjustment requirements for each rate zone.


The purchases of these requirements are then planned and executed by the gas supply procurement staff, under the direction of myself.


When EGI is considering short term weather forecasts, we are looking at the 2-week forward weather forecast.  Mid and medium term weather forecasts are generally the month ahead weather forecast conditions are being considered.


Anything further than one month out is considered long-term weather forecasts.  The accuracy -- like many forecasts, the accuracy of weather forecasts decreases as the forecast period increases.


Long-term weather forecasts are more subject to variance than shorter term weather forecasts.  EGI does not adjust commodity purchases based on long-term weather forecasts.


Slide 69.  So this slide is to talk a bit about the procurement policy.


Each legacy utility had previously operated by their respective gas supply procurement policy and procedures manual of procurement policies and procedures.  Those are the names of the two policies.


Gas procured through the execution of gas supply plan today remains subject to each legacy utility's distinct gas supply procurement policy, and is subject to all of the governance and risk mitigation and oversight contained within these policies.


These policies are in the progress -- in progress of being harmonized, with the final internal approval targeted prior to the end of this year.


These policies are very much tied and aligned with the gas supply principles, and similar in objective and intent.  The policies outline the objectives that provide the foundation for activities that take place in the execution of the plan, and the policies include similar controls, transaction processes, and approved instruments.


Slide 70. So this one is about -- a bit more detail about the procurement and procurement process.  So gas supply is procured with diversity of supplier, term, and pricing, to ensure reliable delivery of cost-effective prices for ratepayers.


The procurement plan layers-in annual seasonal monthly and daily purchases.  Procuring supply throughout the year achieves market representative pricing while not be unduly influenced by pricing and the market dynamics at a specific point in time.


Long-term annual and seasonal supply arrangements are contracted prior to entering the season involved. These are contracted to a level that still allows flexibility through prompt month and shorter term purchases to manage deviations in demand.


Determining a strategy for procuring the commodity required per the gas supply plan is not part of the gas supply planning itself, but takes place prior to and during the gas year, after the plan is complete.


Supply procurement is impacted by market conditions, supply -- sorry.  Supply procurement is impacted by market conditions.  As a result, procurement approach varies.  Also, each legacy utility had different approaches to term in their supply procurement.


A great example of how the market conditions can impact the procurement strategy would be procurement at Chippawa.  Chippawa has ln a relatively illiquid market, with few counterparties to work with.  As a result, the supply is termed-up for longer contract lengths to ensure security and stability of supply.


For liquid markets like Dawn, where there are a large number of potential counterparties, the approach is to layer-in seasonal, monthly and shorter term purchases with numerous counterparties over time, to maximize diversity and pricing exposure.


In recent years, on the whole, EGI contracted between 40 and 50 percent of its supply for each rate zone on terms greater than one month. The remaining 50 to 60 percent of supply was purchased on terms of one month or less.


Commodity purchased contracts are largely purchased on market indices to provide certainty of market representative and cost-effective pricing for ratepayers.  EGI does also purchase fixed contracts, usually with a term of one month or less.


Regardless, fixed price contracts are always of terms of less than three months.  That is actually according to our policy.


Slide 71.  Each rate zone's UDC strategy has been developed over time through the regulatory forum.  UDC included in the plan is based on normal weather.  If weather is colder, there is less UDC experience than planned.  EGI does what it can to minimize UDC where most economical.


In response to a specific question, there is no TS revenue associated with planned UDC.  If planned UDC is taken and pipe capacity is sold, all revenue generated to offset these transportation costs is flowed back to ratepayers through the annual UDC deferral disposition.

And in response to some of the questions we provided this table that you can see on the slide of the UDC costs incurred, the revenue that was generated from selling off the UDC, and the net costs and the volumes.

MR. QUINN:  Sorry.

MR. LeBLANC:  Slide 72.  The slide mostly speaks for itself, but I would just say that the slide summarizes the key risks to plan execution and key risk mitigation measures used to protect ratepayers from those risks.

Slide 73.  So the scenario outcomes outlined at page 59, 60, and again at pages 97, 98 reflect extreme demand changes and extreme pricing.  They are meant to be illustrative and do not suggest that EGI's portfolio will perform in the way that SENDOUT results show.

EGI's intent with this exercise is to show that price and weather risk are volatile and unknown and outside the control of the utility and may lead to significant changes in forecasted costs and supports the Board's treatment of gas supply cost as a pass-through.

Demand differences for the EGD and Union rate zones are as expected.  The climate and customer makeup of each of the rate zones are very different, which directly impact the range of outcomes in this scenario -- in the scenario analysis.

For example, the EGD rate zone percent change is higher partly because eastern Ontario -- the eastern Ontario area has a large population centre, the greater Ottawa area, and the climate is colder, and this drives greater impact on the portfolio costs under extreme conditions.

For the colder weather scenarios, the EGD rate zone customer base is more heat-sensitive generally than the Union Gas rate zone, as it has more residential base heating load.  Consequently, in a scenario modelling, the EGD rate zone SENDOUT analysis has a larger portion of demand increases allocated to the higher-cost winter months.

This means that more volumes will need to be bought during the most costly time of the analysis when compared to a similar extreme -- similar extreme conditions for the Union Gas rate zone.

In the warm-weather scenarios the Union Gas south and northwest rate zone areas' degree days are noticeably lower from the base case in the winter months than the EGD rate zone degree days.  This helps explain the lower costs in the warm case for the Union Gas rate zone because demand is distinctly lower from the base case.

Pipeline utilization differences drove scenario outcome differences as well.  The EGD rate zone long-haul FT capacity is assumed to be filled at 100 percent load factor in the SENDOUT modelling.  Therefore, all of the variances are -- in demand are met through purchases at Dawn, either increase or decrease, purchases or less purchases in the decrease scenario -- in the warm scenarios.

Union Gas rate zone assumes an amount of UDC on its long-haul FT capacity in its SENDOUT model, and so SENDOUT's cost optimization allows for incremental Empress-based commodity purchases to be procured to meet increases in demand.  Empress prices tend to be less sensitive to extreme weather than Dawn prices.

Storage utilization and targets drove scenario outcomes -- outcome differences as well.  In SENDOUT, EGD rate zone uses deliverability curves for all of its storage assets and fixes the amount of storage that can be used before the end of February and before the end of March, consistent with its deliverability targets.

The deliverability curves simulate the operational limitations on storage withdrawal capabilities from Tecumseh storage and the withdrawal limits and ratchet levels of EGD rate zone market storage contracts.

As a result, when demand goes up or down, SENDOUT is limited in its ability to use storage to meet demand and move commodity purchases timing -- commodity purchase timing around in the winter season to minimize costs.

In the case of the Union Gas rate zone, the SENDOUT modelling does not use deliverability curves and fixes the amount of storage that can be used only before the end of March.

This provides flexibility in the Union Gas rate zone SENDOUT model to move purchases within the winter months to minimize costs.

The assumptions made in the Union Gas rate zone SENDOUT modelling do not cause modelling issues when modelling normal weather conditions like those used to support the gas supply plan.

These assumptions may not, however, be adequate in very extreme cold weather scenarios.  It is difficult to tell, however, as Union Gas rate zone SENDOUT modelling is done on a monthly frequency basis, so individual days' storage withdrawal requirements cannot be assessed against operational limitations.

With that, we're available for questions.
Q&A

MR. MILLAR:  Who would like to begin?  Tom.

MR. LADANYI:  Is this the right place to ask you questions about the panhandle eastern contract and why you decided to sign for more capacity on that?

MR. LeBLANC:  I am having trouble hearing you again, sorry, Tom.

MR. LADANYI:  I will try again.

MR. LeBLANC:  Sorry.

MR. LADANYI:  Is this the right place to ask you about the Panhandle eastern contract and why you decided to increase -- that you need more capacity on that?

MS. LIBERTY:  I believe I touched on that yesterday, but we can speak to it again if you need more clarity.

MR. LADANYI:  Yes, I wouldn't mind some more clarity.  So on page 79 you discuss -- of your evidence -- you are discussing the need for this and what you are doing and that you decide you obviously need some more capacity, more delivery, to Ojibway.

And maybe my first question here is, is Panhandle eastern the only alternative you would have looked at, or would you have looked at others as well?

MS. LIBERTY:  So I will just preface this with, this is something that was discussed in great detail over a number of years.  These contracts were renewed.  So we didn't increase our total capacity to Ojibway.  The requirement at Ojibway is 60,000 gJs a day, and that has not changed, so I just wanted to clarify that.

But this was really more so around a suite of changes and renewals to existing panhandle contracts that we  hold -- that we held.  But in terms of the options that we looked at, we did look at a number of options extensively to serve the requirement to land gas at Ojibway.

We back, I believe, in 2016, we had gone to market with an RFP.  When we were not able to get the amount of transportation capacity we wanted, specifically to the Ojibway point, we went to market with an RFP, and we did actually get a third party who came to the table who held capacity to Ojibway, and they provided us a service, a delivered service, at Ojibway.

But in terms of the total amount of capacity that we need arriving at the Ojibway point, it has not changed.  It's been 60,000.

MR. LADANYI:  So there is an analysis filed in Appendix H of the filing, page 1 of 1.  Those who are on PDF, it is PDF page 167.

MS. LIBERTY:  Yes, we have it here.

MR. LADANYI:  Okay.  So this is an analysis that you filed in previous proceedings.  My first question is, are these numbers still valid?  Or have things changed?

So this essentially justifies your decision to proceed with this.  I am just trying to understand how this worked.  And the numbers that we see here, what are we to conclude from these numbers?

MS. LIBERTY:  Okay.  So I will address your question in two parts.  I think you're asking -- one of your questions is more around timing.

So the decisions that we make in terms of acquiring new pipe, we will do an analysis in advance of that decision, and then we will also continue to update that analysis as there is availability of capacity in the market.

So this particular landed cost is the landed cost that was done at the time the decision was made to contract for the Panhandle pipeline capacity.  So that is addressing your question around timing.

So because the market is fluid, I would expect, yes, that this information could potentially be different today.  Tolls and if they were negotiated, and obviously the ICF forecast data.

MR. LADANYI:  So when I look at the numbers there in the column that says landed cost, can you tell me -- you got these numbers.  How do we reach a conclusion that you made the right decision?

MS. LIBERTY:  So landed costs, I will just remind folks that is only one factor in our decision making.  So there is not a lot of other factors that tie to the guiding principles like reliability and security of supply.

For the specific Ojibway points, we may not necessarily choose the lowest cost option because of the requirement to land a minimum of 60,000 dJs a day to the Ojibway point.  So I think that is most important and represents the security of supply.

But in terms how we calculated a landed cost, that would be very similar to the equation that I shared in yesterday's presentation.

MR. LADANYI:  So when I look at -- maybe I am not reading this right, but when I look at panhandle on column A and then I check over to the numbers for panhandle landed cost, they don't seem to be the lowest cost necessarily.

MS. LIBERTY:  They were not the lowest cost, that is correct.

MR. LADANYI:  But there were some other factors that you made a decision on?

MS. LIBERTY:  Yes.  Our decision is based on looking at all of the guiding principles; cost is just one of those.  We look at relight, security of supply and for the specific Ojibway point, we need the gas landing at Ojibway on our system.

MR. LADANYI:  So just the final point here.  You get the numbers and then you do some kind of qualitative discussion about it.  Who does that?

MS. LIBERTY:  We do.

MR. LADANYI:  Like you two?

MS. LIBERTY:  Yes.  We will consult other folks in our operations department if there's a requirement to land gas obviously at a specific point.

But the one who does -- the group that does the analysis and the evaluation of the alternatives, that is my team.

MR. LADANYI:  Okay.  Thank you.

MR. MILLAR:  Thanks.  Laurie, you had some questions?

MS. KLEIN:  Yes, on slide 70.

MR. LeBLANC:  I have it.

MS. KLEIN:  Are these all different counterparties?  So if I add them all up, this would show all of your counterparties?

MR. LeBLANC:  So this is all the counterparties that we contracted with at these various points.  They're not necessarily all the counterparties in that market; they're simply the ones that we have contracted with.  So they're the ones who, through the RFP process, won the --


MS. KLEIN:  What I am asking for is could the same supplier you contracted for the same supplier at Dawn, panhandle and let's say Vector.  It would be the same counter-party?  I am just wondering if they're all distinct different counterparties, or...

MR. LeBLANC:  I can't confirm for certain, but it is definitely a possibility, yes.  It could be -- one counterparty could serve multiple points.

It is common to buy gas at Dawn and gas at Empress, for example, from the same counterparty.

MS. KLEIN:  Do you have information that splits your supplier by the counterparty, so we can understand the level of diversity or...

MR. LeBLANC:  I think what's -- I would say what is more -- just my opinion, so I am sure we could do that, we could dig through and figure that out.

But I think what is more important is the fact that --not even the fact that who we contract with, but really the fact of how many counterparties are at the markets maybe.  And this list of counterparties ends up being the folks who ultimately win the RFP bids because they're the lowest cost providers and we actually contract with them.

But so I wouldn't -- if you just look -- if we gave you the list of all of these counterparties, that doesn't necessarily represent what I would call the diversity of those markets.  They're the ones that have been most cost competitive in those markets and we have contracted with.

But, you know, there's -- there's 20 individual suppliers at Dawn for example. I don't know the exact number, but I know there's probably a hundred providers of potential capacity at Dawn.

So if your question is trying to understand the diversity of the markets in those places, then even providing that is not necessarily the best information.

We have NAESBs with -- I think each one of us has NAESBs, and so have pre-qualified roughly a hundred counterparties, but we don't necessarily contract with them all in a particular year.  But we have the ability to contract with them and they bid into our open seasons, and then we ultimately buy from the least expensive providers.

Does that help?

MS. KLEIN:  A bit. In terms of your supply contracts, what is the share of your contracts for multi-year, annual, seasonal, monthly, like a breakdown of your gas commodity portfolio in terms of the different types of contracts?

MR. LeBLANC:  So the answer to that is it varies.  So I was trying -- in the way -- so I will just reread a little bit of what I said, and that was what I was attempting to convey in it.  But I will just reread it.

MS. KLEIN:  Okay.

MR. LeBLANC:  I said in recent years EGI contracted between 40 to 50 percent of its supply for each rate zone in terms greater than one month, and 50 to 60 percent of supply purchase was purchased on terms of one month or less.

So it does vary.  So for example, right now we're buying longer term contracts for the Enbridge rate zone at Chippawa, Niagara, and Kensington, and...

MS. KLEIN:  What do you mean by longer term contracts?

MR. LeBLANC:  One to two-year type deals.  I think we can have contracts, or we may have contracts up to 3 years, but not more than that.  But it is typically one to two years.

So we have a bit of diversity, for example, at Niagara-Chippawa of some one and some two-year contracts. And the point of doing that is to make sure we are always turning over some contracts every year.  But we do hold some slightly longer, some two-year ones, because of some lack of liquidity there and making sure that the supply is secure.

So whereas in a place like Dawn, we have much more diversity in term and it -- again, it's not determined in the plan.  It's determined after the plan.  So the plan is created, which says what is the requirement, and it is then given to my procurement team and they determine a strategy, depending on the markets that they're buying of, you 
know -- at the Chippawa market, they have a strategy.  At the Dawn market, it is a very different strategy, and it's not defined up front that, you know, you should target for a specific percentage.

That is actually why you will start to see in the sort of stealing maybe some thunder of the next section, but in the performance metrics, one of the performance metrics I am pretty sure -- just let me actually look it up.  Just one sec.

Yeah, one of the performance metrics on page 1 of three in appendix J is for us to provide less than one month, monthly, seasonal, annual or longer.  So that you will be able to see -- you will see that is not the same each and every year, and there is not a specific target for it.  But you will be able to see that over time -- I mean, there is probably a range, but you will see some variation over time because it does depend on the market conditions and where we are buying gas at the time, and market conditions change.

MS. KLEIN:  What is your percentage of contracts, long-term contracts?  One or two years of your gas supply?

MR. LeBLANC:  I will see if I have that specific information here or if I can -- just one second.

So for 2019 gas year, so currently, multi-year contracts is about 20 percent of the overall supply.

MS. KLEIN:  And it is evenly split between Union --


MR. LeBLANC:  There is more in the EGD rate zone, actually because of our transportation from Niagara-Chippawa.  So that represents a pretty good chunk of the overall amount.  So it is -- it is heavier weighted in this instance on the EGD rate zone side.

MR. MILLAR:  Thank you, Laurie.  Mark, just --


MR. QUINN:  Would I be able to follow up, because I was making sure Ms. Klein was finished before I -- because my questions are in this area also, Jamie.

It sounds like you are still contracting long-term at Niagara for EGD's needs there?

MR. LeBLANC:  Yes, we are.

MR. QUINN:  That is the 200,000 contract versus the Union 21,000?

MR. LeBLANC:  Definitely the 200,000 contract.  I would have to -- if Erin doesn't know I would have to -- I am not sure of the case of the 21,000 offhand.  Do you know that, Erin?

MS. LIBERTY:  I don't know the exact terms.

MR. LeBLANC:  Definitely the 200,000.

MR. QUINN:  Okay.  So you are getting 200,000 gJs a day, a significant portion of your gas, at Niagara.  And you emphasize that there is only two parties at --


MR. LeBLANC:  At Chippawa.

MR. QUINN:  -- Chippawa.  Is your contract interchangeable so you can deliver at Niagara or Chippawa?

MR. LeBLANC:  No, it is not.

MR. QUINN:  So it is --


MR. LeBLANC:  It is split roughly one-third Niagara, two-thirds Chippawa, roughly.  I don't know the exact number, but it is roughly that.

MR. QUINN:  And we're still talking about the 200,000 contract.

MR. LeBLANC:  Correct.

MR. QUINN:  Okay.  And so what --


MR. LeBLANC:  All of the Union Gas rate zone is at Niagara.

MR. QUINN:  Right.  And so to mitigate your risk, which is the section we are talking about here, you are going long-term on that contracting.  But you are not fixing the gas price, but you are tying the contract to a Dawn basis still -- or Dawn price still?

MR. LeBLANC:  Yes.  It is more about making sure that the gas is available and the security of supply in this instance.

MR. QUINN:  Right.  And you have -- I am going back in my memory, so in the Nexus proceeding I think you testified that you had Niagara -- the Niagara contract was at Dawn minus 46 cents?

MR. LeBLANC:  Wow, your memory is better than mine.  I'm sorry, I can't confirm that offhand.

MR. QUINN:  So let me just say your experience is such that the Niagara price is -- when you go out for bid relative to Dawn, it is a lower price, and you get Dawn minus at Niagara, in this case Chippawa?

MR. LeBLANC:  Just one sec.

MR. QUINN:  Okay.


[Mr. LeBlanc and Ms. Liberty confer.]

MR. LeBLANC:  I would say that it actually varies back and forth.  It's not a one-way-only relationship.

MR. QUINN:  Let me just put it in context, because you helped us with that.  You are going long-term for security of supply.  So you are not going month to month.  Those long-term contracts, have you had long-term contracts that have been Dawn-plus?

MR. LeBLANC:  I actually don't recall the specific details of those contracts.

MR. QUINN:  It's not been our experience.  I will leave it at that.

Okay.  Those are my questions in that area.  Thank you.

MR. MILLAR:  Mr. Rubenstein.

MR. RUBENSTEIN:  I have a couple of questions.  The first is on, if the commodity price is linked to an 
index -- actually, let me back up.

What you are getting as pricing is someone is bidding index minus or plus some amount?  Or just whatever the index would be at any given time?

MR. LeBLANC:  It is the index at a given time.

MR. RUBENSTEIN:  And so help me understand.  You have put an RFP out.  What's the differentiation between -- between the suppliers?


[Mr. LeBlanc and Ms. Liberty confer.]

MR. LeBLANC:  Sorry, I misspoke.  There is an index.  It is index plus or minus something.  That is how they differentiate themselves, sorry, yeah.

MR. RUBENSTEIN:  So your first slide when you were talking about the execution, you talked about how, you know, senior management or whatever signs off annually on the gas supply plan.  What actually are they looking at when they're signing off on the gas supply plan?

MR. LeBLANC:  So it's very -- not in as much detail as this five-year supply plan, but very similar information about -- I mean, annually we update for, you know, variations in number of customers and demand forecasts and things like that.

And so it is just sort of a recheck of all of those things to finalize before we go into the buying season exactly what we need to buy.

So the assumptions are updated.  I will say that this year the materiality of the changes between what's in here and that were very -- were not that very significant.

So that we can determine exactly, you know, do we need to go out and buy, for example -- I am just going to make up a number -- 20,000 gJs a day of peaking?  Or 25,000 gJs a day of peaking?

So it is kind of just getting down to the final -- the most up-to-date information and the final number so that the procurement team can then go out and procure sort of those last-minute -- well, not last-minute, but very close to the season assets.  So it is a refinement of the numbers, basically.

MR. RUBENSTEIN:  And also, so you provided the --


MR. LeBLANC:  We are having trouble hearing you, sorry, or I am.

MR. RUBENSTEIN:  You provided the risk analysis based on the ICF inputs and the weather inputs.  We had asked you in a question, I guess, is, well, what are we supposed to take away from this?

And I think you have a bullet in the slide, and you briefly touched on this, is essentially, well, markets are unpredictable.

And so I guess it begs the question, what type of stretch testing do you do on your plan normally and how would the Board take from that that you have mitigated the risk of high prices -- of extreme prices or not.  I am just trying to understand how you look at it and then how the Board can get comfort that you are doing that sort of work.

MR. LeBLANC:  Just one sec.


[Mr. LeBlanc and Ms. Liberty confer.]

MR. LeBLANC:  So I guess you get into a topic much discussed, I think, a few years ago coming out of the polar vortex winter, and really, some of the Board-approved methodologies and parameters of the plans reflect the certain level of risk in the plan.

So I will take an example of the way that the degree days and the design-day demand forecast is developed is based on -- for the EGD rate zone is based on a one-in-five recurrence interval -- I don't know if you recall some of that discussion -- versus the Union Gas rate zone is based on the coldest day.

Those parameters -- inherent in those parameters is a level of risk.  I don't know the exact translation, but if I were to translate, for example, the EGD rate zone one-in-five recurrence interval compared to the Union Gas rate zone interval -- don't quote me on the exact -- it could be referred to as a one in -- I don't know, a one-in-sixty or some number like that recurrence interval.

So each one of those decisions by the Board has determined a level of risk in the plan.  So there's a bit of -- the risk parameters to a great extent are locked down in those parameters.

And to some extent, that is what you saw in that winter.  If we were in the EGD rate zone at that time had have had something more along the lines of the Union rate zone of coldest day, as a result, we would have had more pipeline capacity to the delivery area and would have potentially weathered those -- no pun intended, weathered those circumstances better, because we would have had more pipe and more options to meet demand in those parameters.

MR. RUBENSTEIN:  So I get design day is obviously part of it.  But the rest, the question is then how you meet that design day.  We talked about peaking supplies yesterday.  That is an option obviously, and that would expose you to the -- what the market is on that day versus, you know, one of these -- a longer contract.

MR. LeBLANC:  Right.  Sorry.  I didn't finish answering your question.  Now that you say that...

MR. RUBENSTEIN:  Sorry.

MR. LeBLANC:  No, no, you bring up a great point, and I didn't really finish answering your question.  The other side of it is very much what you were just talking about, having contracted for multiple terms and all of the diversity that we build into our purchasing, that helps -- and the use of storage, quite frankly, all of those things help to -- I will say moot the impact of extreme Conditions, but they will never -- well, unless we put all of -- even that wouldn't work.

I was going to say unless we put all of our gas in storage in advance of winter and didn't buy any in winter.  But even that wouldn't work because sometimes -- I think it was Hurricane Katrina that drove prices up in the summer.

So the plan is not to fully -- the costs to fully insulate ratepayers from all risk would be huge.

The benefit of taking all of the risks and making a plan that’s as cheap as possible would more greatly expose the ratepayers to risk in those conditions.

So the plan and how the plan is executed, sort of working with the tools that we have and the strategies that we have, we use all of that to try to protect ratepayers from any one event or series of events that would really significantly impact their costs.

So, you know, in that polar vortex winter, if we didn't have storage, for example, the impact would have been much more severe.

So really, the tools in the plan and the diversity, the recurrence interval, and all of those types of things determines the tools that we have to protect the ratepayers.  I don't know if that is --


MR. RUBENSTEIN:  Well, no, I understand all of that.  But the question actually -- and that is why, when I saw from the gas supply plan where you had done the scenario analysis to show, all right, in these extreme scenarios, this is what happens to demand and this is what happens to price is actually a quantification to some degree of your plan and how it actually would be impacted by these scenarios.

Then I asked in a question essentially, okay, so what are we taking away from this?  Are we taking away that these variations are reasonable.  I agree there; is obviously a clear trade-off between price and stability, I guess, right?

MR. LeBLANC:  Right.

MR. RUBENSTEIN:  For ratepayers.  And I guess what I took away from your slide and I was trying to answer that question is not we think that is reasonable.  There's lots of things that happen and prices get unpredictable in those scenarios.

So I am more interested in how the Board and we know that you are doing these -- you are running those quantified analysis of the risk.  What do you think is a range that is reasonable?  It may be those numbers that you provided are totally reasonable.  I mean, they're not 
500 -- the portfolio cost doesn't jump 500 percent.  It may be that 70 percent, I forget exactly --


MR. LeBLANC:  Even the EGD rates, the EGD rate zone scenario, I did not try to compare it to the polar vortex winter, but it is probably in a similar ballpark.

But I mean the...

MR. RUBENSTEIN:  Is that reasonable?  Is it the company's view that the supply, the gas supply plan and that outcome that you did those scenario analysis show that in your view, you have proposed a reasonable trade-off?

MR. LeBLANC:  I will give maybe a specific example.  I know that we wanted a one in ten recurrence interval 
when -- I believe, subject to check, we asked for a one in ten recurrence interval when we tested that particular parameter.  We ended up at the one in five through a regulatory process.  And so I would say in our opinion, in that example, a reasonable level of protection in the plan was a one in ten recurrence interval.

So, you know, is it a reasonable range?  I think so.  Is it the perfect range?  It depends on how conservative you are.

We got pretty clear indications during that polar vortex year that the public and the government weren't very pleased with the level of variation that occurred.

I spent way too many hours in front of reporters and talking to the government about that situation.  So I mean it is something that may be should be considered as part of the integration process, and if we look into some of these parameters is whether or not they remain reasonable given the integration of the plan.

So I mean we will have to decide, I think, whether we're sort of going down the Union path for example, again the heating degree days, or the Enbridge path, or some other path.  And I think some of those things need to be reviewed.

MR. RUBENSTEIN:  Let me just simplify things.  Given the Board's decision on what those set of parameters are --


MR. LeBLANC:  Right.

MR. RUBENSTEIN:  -- you have to take it for what the Board has said.  In your fulfilling, creating a gas supply portfolio that meets that, is it your view that the scenario analysis that you ran in your gas supply plan to show what the variations could be in those, the ICF scenarios, is reasonable?

MR. LeBLANC:  I think that they're reasonable.  I think there are limitations in those models, however.  They weren't -- the models we used are the models that are typically used with normal weather, and they don't necessarily react properly with the proper parameters -- or in some cases, can even really be testing all of the aspects of that extreme condition.

So I mentioned in the Union Gas one, under extreme conditions -- because the Union Gas model is done on a monthly basis, it cannot limit -- as the model is today, it cannot limit the amount of gas that a SENDOUT uses in a particular day.  It is just not set up to do that.  So there is a limitation in that.

I am sure there is limitations in the other model, too.  It is just one specific example.

The models we have, I mean we got the data from ICF and we ran them through the models that we have.  Could they be improved to give better scenario results?  I think they could, with more time and effort applied to them.

MR. RUBENSTEIN:  My last question is just on the slide that is on the screen.  Roughly what percentage of the suppliers that you are contracting for supply are actually producers versus marketers, or someone else who is an intermediary?

MR. LeBLANC:  I couldn't answer that offhand.

MR. RUBENSTEIN:  I don't need --


MR. LeBLANC:  Just one sec.  I will see if Erin knows any more.

[Mr. LeBlanc and Ms. Liberty confer]

MR. LeBLANC:  You are not talking about local production, are you?  You're talking about generally?  Yeah, I don't think -- I can't even really venture a guess at that question, unfortunately.

MR. GARNER:  I have a couple of questions.

MR. QUINN:  Can I just follow up, Mark, on the area Mark was just working on, okay?

MR. GARNER:  Yeah, yeah, go ahead.

MR. QUINN:  Maybe it's been my presumption, Jamie, but you have been saying some things that I am trying to understand.

Do you not do a scenario analysis to say what if the weather is 10 percent colder this winter?  What does SENDOUT say then?


[Mr. LeBlanc and Ms. Liberty confer.]

MR. LeBLANC:  I will let Erin speak to it.

MS. LIBERTY:  This may or may not answer your question, but one of the things I wanted to talk about was the difference between the analysis we do as part of the annual planning process, and then there is also analysis that's done by other groups on a monthly basis to evaluate weather changes and any impacts to the demand requirements of our customers.  Those scenarios are also run in SENDOUT, and they're run on a monthly basis by a completely separate group.  It is an operations team.

So I am not sure if that answers your question.

MR. QUINN:  So specifically to the annual update, do you not do a, okay, here is the plan with the normal weather.  What if it's -- I am using number of ten.  You can use five.  What if it is 5 percent warmer or what if it is 5 percent colder?  What would that tell us about the level of risk that we're entertaining with normal purchase practices?

MR. LeBLANC:  I don't believe we run specific scenarios on those types of things, but we do -- in the buildup of running the scenarios and the plans, we do consider whether the parameters built into the modelling are capable of -- of handling a degree of variation in the -- in what actually happens.

I mean, we see it every year.  We have variation in every year, and you see that, you know, the plan -- you see what the outcomes are at the end of the day.

So, no, we don't -- I don't believe we run specific scenarios of, hey, what if it is 5 percent colder, hey, what if it is 25 percent colder?  We don't run that type of scenario.  But I see Erin wants to talk, so maybe she knows more.

MS. LIBERTY:  I will just add -- I think we have different perspectives on this, which I think is great.

So from my perspective, I just don't want to isolate the discussion to the variation and the weather component of the plan, because I think it is more of a combination of how we manage risk through all of our planning activities, which include the activities that Jamie talked about around execution and mitigation of risk.

So we have the demand forecasts, which we have talked about as an input into our planning process.  The demand forecast is based on normal weather.

We take that information -- yes, there is a lot of Board-approved methodologies that underpin that, but that is the input that we take into our plan.

From there, within -- following the Board's guiding principles, we make decisions on what assets to acquire to ensure that we have the requirements to meet our customer demands, and so that is a level of how we manage risk as well and how we procure those assets and what type of asset we choose to procure, coupled with storage.  Storage is also a part of our overall portfolio, again, looking to the guiding principles and how we manage risk.

So from my perspective, it is kind of like a layered approach.  And Jamie has spoke to each and every one of these things.  I am more so just listening and getting the opportunity to summarize.  But really, to me it is the level of risk that we're choosing to take in the demand forecast, the level of risk that we're taking in terms of how we procure the specific assets in our plan portfolio, which is transport, storage, peaking.

And then from there, you know, it moves on to how the assets are operationalized and, you know, the level of risk we take in terms of how we procure the supply.

So just, I know we are talking about specific questions, and we are trying to be as helpful as possible there, but it is more of an overall approach to how we ensure that we're following the guiding principles in every decision and every step that we take through the entire planning process, from creating the demand forecast or from the forecast being created to the planning that my team actually does, all the way through to the execution of the procurement, and ultimately the work that is done on a day-to-day and month-to-month basis to manage.

So it is just -- it is not one component.  I just wanted to make sure that that was understood.

MR. QUINN:  Okay.  May not --


MR. LeBLANC:  I would just -- sorry, just one sec.  I would just like to add a little bit, is part of the evaluation of how much Dawn requirement that we hold in our plans, part of the assessment of that Dawn requirement is considering, you know, how much variation might we see, what might we see in weather, and is that reasonable.

So I guess it --


MR. QUINN:  That's what I'm saying, Jamie.

MR. LeBLANC:  Okay.  So that's where we -- so we don't run a model scenario of that, but that is what we do when we're considering how much Dawn requirement -- you know, is it reasonable that if we had 20 percent colder weather and we bought another, I don't know, 20 pJs of gas at Dawn, is that reasonable?  So we do look at it from that perspective when we're considering how much Dawn supply to have in our plan.  I hope that helps.

MR. QUINN:  That last part helps.

MR. LeBLANC:  Yes.

MR. QUINN:  You were talking about it with Mark, one in five versus one in ten.

MR. LeBLANC:  Sure.

MR. QUINN:  You know what one in ten would result in in terms of annual requirement.  You can do an extrapolation of your heating degree days and say that would result in approximately this much more consumption that winter.

What does that do to our Dawn --


MR. LeBLANC:  At peak day?

MR. QUINN:  Well, for peak day, yes, but you could also annualize -- okay.  I take your point.  That is more for peak day, but you can take a 5 percent colder winter and say, we're going to need this much more gas in a 5 percent colder winter.  How do we acquire that?

And you touched on it right there.  You just, notionally speaking, because your design day is taken care of, all you would need to do is buy more Dawn gas.  You wouldn't necessarily -- you wouldn't go out and buy extra transport.  You would just buy more gas at Dawn because you have the assets in place.

So I am getting some --


MR. LeBLANC:  Yes.

MR. QUINN:  -- comfort that you are doing some level of scenario analysis, because I think that's --


MR. LeBLANC:  Yeah, I think it's -- the way we approach it and the way you think about it is different.  But I think we're probably saying similar things in a different manner.

MR. QUINN:  Okay.  Thanks, Mark.  Sorry.

MR. GARNER:  I know we want to wrap up and you are going to do the performance metrics and we're going to wrap up, and so my question actually kind of goes to that.

So it is a broader question.  When you are contracting right now, tomorrow, are you buying contracts for Union's franchise and specifically for Enbridge franchise?

MR. LeBLANC:  We still are, yes.  We don't have the processes and capability and the systems in place yet to buy as one entity, but we are working towards -- that is definitely on our list of to-dos.

It is not fun for our staff to have to go, okay, counter-party X, now I am buying for, you know, Enbridge Gas Inc. operating at Enbridge --


MR. GARNER:  I understand.  I don't want to --


MR. LeBLANC:  That's okay.  I --


MR. GARNER:  -- cut you off, Jamie, but I want to get to the point in here, so -- because when I look at something like this, right, I look at Enbridge EDA under your own map in your supply plan from TransCanada or TransEnergy, whatever they're called du jour.  Right?  The Enbridge EDA and the Union EDA is the same -- they're the same drop point.  They're the same EDA, right?  So when you're --


MR. LeBLANC:  They're actually different delivery points.

MR. GARNER:  Well, I am saying --


MR. LeBLANC:  They're in the same area, but they're actually different points and they have different rates.

MR. GARNER:  Okay.  But what I am saying is that if you take a look at your franchise in Brockville, you are going to be abutting the same basically delivery area of the franchise over from the old Union place, whatever it was called, next to Brockville.

And similarly, in some places you share franchises, so conceivably your gas is moving through exactly the same places, right?

So this is sort of -- and I understand what you're saying about the future.  This is why I am asking about the future.  So if I just take a map of the franchises, right, and I take a look, I'd say is, well, you know, all the Enbridge EDA areas and that that now include really Brockville, Cornwall, all of that really encompasses one gas area.  Do you know what I mean?  Like, gas is getting to that area basically the same place.  And I am not sure about all of the interconnects between those two franchises, right, but there are definitely some -- obviously some interconnects.

Is the goal to, even though the Board said separate rates, gas supply isn't like rates.  Gas supply for Union, for instance, is a -- you have a QRAM.  You don't have a QRAM for each one of the rate classes, you have QRAM for the company, right?  And conceivably that QRAM is underpinned by the assets needed to create it, right?

And I understand they're different assets now.  But is the goal eventually to say, look, all the assets underpinning eastern Ontario, they're all basically the same assets, whether it is the old Enbridge or the old Union, they're basically getting gas into the same part of the province through the same type of transportation arrangements, you know, that type of thing.

Is there a goal inside the company to at least start regionalizing where their gas costs are occurring?

MR. LeBLANC:  I would say that we haven't made that -- it's not necessarily a goal.  We haven't gotten that far down that path yet.

I think that is part of what we will be considering over the upcoming time period, is what is the right way to or -- you know, this is an extreme possibility. I don't think it is where we will end up is, is there any reason to change anything?  And if so, what and how.

I think there is a lot of work that needs to go into that, and I wouldn't -- I guess I wouldn't preclude, based on, just on sort of looking at the maps and where things are that necessarily -- that that is the right answer for the planning.

MR. GARNER:  It certainly begs the question, right, if you are sitting in Brockville and you are next to the next franchise over, you are going to be sitting there asking like why would the gas costs literally across the street be different than my gas costs?

Not the distribution rates; as you say, they have history behind them, but the actual gas.

It seems to me the intuitive answer would be, well, your gas costs are going to be pretty much the same.  We are getting gas to the same places.  That is what you are going to pay.

MR. LeBLANC:  So intuitively, I don't disagree with, you know, generally what you are saying, so I am not saying we're not going to do it necessarily. I guess we're just not there to make those decisions.

And I would also point out that it does to some extent -- I don't know what their position would be, but we do have to negotiate.  You know, those DDAs are not ours.  The delivery area on the TC Energy system is not ours to determine.  We would have to negotiate those with TC Energy to redefine those lines, should we need to.

MR. GARNER:  I understand there is a task to it.  I am just looking at the principle point of view.  So the principle point of view to me, for instance, would be Cornwall and Brockville run on the same assets underpinning them really. They're basically running on the same line.  It's the TransCanada line, and they're probably tapping off both of them.  They're both exactly in that situation.

It wouldn't intuitively make any sense for them, in the long run, to be faced with different costs in those two franchises.

If that is the case -- let's just say it is -- my next question would be, well, shouldn't you be providing the steps to the Board to say, yeah, that's got to be an intuitive outcome, and therefore the steps we want to take in this gas plan it is this step.  In the next gas plan, might do next steps, and start laying a plan out to the Board.

Earlier when we started this, we talked about the demand, right.  It seems to me as people do demand methodologies, they're different.  But really, in some sense, methodologies can be just chose, right.

I am trying to say if we're making a submission, we might want to make that.  But we would want to make things reasonable, right, that you would find reasonable because it is a heavy task.

MR. LeBLANC:  Yes.

MR. GARNER:   I am looking for you guys to say, yeah, we think this is kind of where we should be headed, and the steps we might take.

MR. LeBLANC:  I think that is our intention.  We have talked a lot in the last couple of days, but our intention is to lay out further details of our plan to integrate the plans at the next annual update to this process and successive updates.

So that is one of the things that we intend to do, and exactly what you are talking about, lay out some of the steps, what we're going to consider and how we are going to approach it should be some of that information.

I think the overarching thing that you are trying to get at is, when -- I will put words in your mouth, and you can agree or disagree.  But when we do that work, we should be looking to be fair to ratepayers.  I think that is what you are really getting at at the end of the day.

It’s a fairness thing.  Hey, so-and-so across the street is paying a different price than me.  How can that be, kind of thing.

MR. GARNER:  Well, my first step, Jamie -- and David can disagree -- is that I am trying to draw a distinction as the Board said don't harmonize your rates.  But they're talking about distribution.

Gas is not a rate.  Gas is a supply to zones; that is how you get gas.  That is why Union North has a different gas cost, because it has a very different way of getting gas to it.

So gas isn't really about rates.  Gas is about dropping gas in places and making sure people pay it.  If the company agrees that is true, the Board didn't say don't harmonize your gas supply plan, that is actually a goal.  Then that is at least a first step we can all agree on, that is the goal.  And then we might suggest to you, okay, here’s two steps you can take in the next gas supply plan.

MR. STEVENS:  I think what -- if I understand the witnesses’ evidence yesterday, between sort of slides 13 and 15, I think what Jamie explained is that all of the work that's been ongoing this year and continues to be ongoing to integrate the operations of the gas supply group, and that that's been taking the attention of the group right now.

The next step, as I understand it, is to turn their minds to what could happen and what should happen to actually integrate the gas supply plans, so that we move from having potentially a Union gas supply plan and a Enbridge gas supply plan.

Is that a good idea?  Would that happen all at once? Would it happen in steps?  What needs to be taken into account?  And what Enbridge has committed to do is to think on that and come forward within the next annual update with a path forward to what are the things that we are going to be considering.  What are the items we are going to discuss.  What might need to happen.  When might that happen.  And be clear with people about what Enbridge thinks are the proper next steps.

But Jamie's evidence has been that we're not there yet.

MR. GARNER:  No, I understand.

MR. STEVENS:  We're not there yet within this proceeding to even talk about what are the key items to consider.

MR. GARNER:  Maybe that is the difference we're going to have.  So let me just put on the table what I think we're going to be talking to you.

It seems to me intuitively if you look at it -- not today, not tomorrow, not maybe even the next day -- is that you've got at least four zones now, basically.  You have basically the southern zone that is now including Toronto and that area.

You have the old eastern zone that is a mish-mash of the two utilities.  You still have the old north zone that’s probably going to stand like it always has been.  And then you have the Niagara peninsula, that basically is also kind of a mish-mash.

It seems to me the Board shouldn't be doing QRAMs by two utilities.  They should actually be doing QRAMs slightly different way by -- and maybe not those four zones, but maybe in a different way.

That is kind of what we will be pushing for, that you should be -- to David's point, I am not saying it needs to be done today.  But we may want to lay out the things we think are reasonable for you to achieve in the next plan, right.

And I am just looking for your response.  Is that unreasonable as an idea, to start looking at QRAM not done by utility but QRAM done by a more -- as David was saying, looking at the logistics of running the operation as opposed to the logistics of two utilities.

MR. LeBLANC:  I am just looking through my notes to see if that was specified in the sort of the MAADs process.

I don't know offhand if there is a limitation there.

MR. GARNER:  That is one of the reasons I ask, because it is conceivable you could take the position that the Board said don't harmonize rates, and that has to do with the gas supply.

But I don't take that position, and I kind of see it more as gas supply is a very separate issue.  It is not about harmonization.  It doesn't have anything to do with that.  It is really about getting gas into places.

MS. LIBERTY:  Can I ask a clarifying question?  I just want to make sure I understand your point.

So you said a couple of times about the cost, the gas cost, and then I think initially what I understood -- and this is where I may have misunderstood.  I think your question initially was around the transportation from our specific points, I think it was Empress to the Union EDA or the --


MR. GARNER:  That is one example.

MS. LIBERTY:  So I just wanted to make sure it was understood that there is a difference between the transportation costs obviously for the assets to those specific delivery areas, and Jamie pointed out that the tolls to the Union EDA would be different than the tolls to the Enbridge EDA.

But in terms of gas costs, which I think is really where you are going with your question, it really depends on where the supply is being procured.  So to the extent that the supply is being procured in Empress for both EGD rate zone and Union rate zone, the gas costs essentially --and Jamie got into a discussion around, you know, how we buy and we are looking to harmonize how we buy, and again I will let Jamie speak to that.

But I just want to differentiate the transportation costs from the gas costs, because I think the gas cost --


MR. GARNER:  That’s a really good point, that is a really good point because one of the things I am looking at when I look at that idea is that you would actually have to start demand forecasting differently, too.

You would actually have to say our new demand forecast isn't Union whatever.  It is actually that southern or that eastern zone --


MS. LIBERTY:  Right.

MR. GARNER:  -- and we have to really have do our forecast differently -- not just our methodology.  We actually have to apply to a different set of...

MS. LIBERTY:  Yes.  So this is -- and I think Jamie has touched on this, and David as well.  This goes very, very much into the roots of gas supply planning and to execution of the plan.  That is why I was trying to draw the picture of how it is all integrated.

I mean, essentially, if we are making one decision on, you know, where we procure our gas, that decision ripples into the, you know, the execution of the planning, you know, the assets that we buy, the amount of gas we need.

This is huge.  This is complex.  And this is going to take a significant amount of time.

I appreciate your perspective and the ideas, but we need time to evaluate everything through all of the ripples and to make sure that we understand first.

MR. GARNER:  But if it is a goal -- I guess what I'm saying is, if we are sitting here next year and we both agreed it's a goal, one of the things we might agree to is, okay, so let's just start articulating, as you say, some of the major issues, one of them being is, we can't use -- forget about the demand forecast having different methodologies.  We actually have to take different customers, take off half of their customers, put them into this basket, and do a whole different type of forecast for that area.  That is something not achievable, let's say, for two years, but at least we got it on the list and we say, yeah, okay, that is going to be one of the steps you do.

I'm not looking for you to do that today, because obviously -- but I'm saying if that were a goal then we could all start agreeing these are the steps that have to be taken for that goal.

MS. LIBERTY:  So --


MR. STEVENS:  I think, Mark, there is agreement that there is an ultimate goal of figuring out whether and how the gas supply function will become integrated.  I think it is an open question, though, as to what are the steps, which of those steps need to wait for rebasing, which of those steps need discrete Board approvals?

And everything that we're talking about right now just underlines the fact that there's a lot of thinking that needs to happen to identify --


MR. GARNER:  For sure.  That is why I am asking, how do we get those steps moving?  What's the --


MR. STEVENS:  And what I indicated to you is, Enbridge has made the commitment already through this presentation to provide its view of the appropriate path forward within the filing for the next annual review.

MR. GARNER:  Okay.  So you are saying is there will be kind of a --


MR. STEVENS:  That is what Jamie talked about yesterday --


MR. LeBLANC:  Right.  That's what I was -- I was obviously unclear, but that was our intention, is -- so whenever we file our next -- our update and we come together again presumably or whatever -- however that process is going to work, that will be an opportunity for us to share our thinking to that point of the steps and the plan forward, and it will be an opportunity for others to weigh in on their thoughts.

MR. GARNER:  Okay.  That is good news.  It also gives us an opportunity now to make submissions on what we think the --


MR. LeBLANC:  Absolutely.  Yeah, in fact, that would be helpful --


MS. LIBERTY:  And you can have comfort that we are -- as a team we are working on looking at and reviewing what steps would need to take place.

MR. GARNER:  Yeah, it is a big issue, right?  It's a big -- it is not a simple thing.  Anybody looking at it can see it is not going to be straightforward.

MR. MILLAR:  Okay.  I would like to keep us moving here.  We have 40 minutes until we are done today.  We do have another topic to get through.  I think it is actually probably a shorter one and may not have a lot of questions associated with.  How would the people like to best use their time?  Mark, do you have another question?

MR. RUBENSTEIN:  I just have one more question, not related to the conversation earlier with Mark.  Back to the slide, actually, on the screen here.

MR. LeBLANC:  Which response, sorry?  I'm --


MR. RUBENSTEIN:  The one on the screen.

MR. LeBLANC:  Oh, okay.

MR. RUBENSTEIN:  I just wanted to understand.  If you did an RFP today or whenever you are going to do one, are you getting -- is there a difference in price depending on the quantity that someone bids?

So in your table here where you split it into buckets of quantity, is it the three-plus pJs cheaper or more expensive than, say, the under-one pJ?  For the same period -- same duration for the contract.

MR. LeBLANC:  I think in order to do that you would have to ask for, you know, counter-parties, please give us a one-month, a three-month, and a one-year price.  We don't do that.  Typically when we are going out for a monthly contract that is what we ask for.

So I don't think you could gain clarity on that unless you asked for multiple time periods from -- and we don't do that through the RFP process, typically.

MR. RUBENSTEIN:  But you must have a sense at any given time, in any given season, you are running multiple RFPs for different --


MS. LIBERTY:  Is your question whether or not there is a discount for a --


MR. RUBENSTEIN:  Is there a volume discount?

MS. LIBERTY:  Yes, yes, okay.

MR. QUINN:  Economies of scale.

MS. LIBERTY:  Yes.

MR. LeBLANC:  I think there probably is, but I 
don't -- I can't give you a sense of the relative nature of those things.

MR. QUINN:  Would it be fair to say --


MR. RUBENSTEIN:  The reason I ask -- sorry, the reason I ask is because you are running two different gas supply plans for the two different utilities, and you were saying how you are actually contracting specifically for each one.

So if you are contracting for the same -- for commodity to the same point, why -- and there is a volume discount, why don't you just run one RFP?  I mean, you could split them and allocate them to the different utilities, but it would seem to me you should be doing that, instead of running two different RFPs, two different contracts.

MR. LeBLANC:  I don't understand.  Just a sec.


[Mr. LeBlanc and Ms. Liberty confer.]

MS. LIBERTY:  So if I understand the question correctly, you are, A, asking about whether or not there could potentially be a volume discount if we purchased or procured all of our gas together at particular supply basins.

Typically in the past we would limit the amount that we would go out for each RFP because, A, we -- being as large as we are, we would have the ability to influence and move the market pricing if we went out and purchased a significant amount, say, at Dawn at one particular time.  That can actually influence the market, NYMEX, and index pricing.

So we would still -- regardless of the amount of gas that we would need to procure for one particular rate zone or the other, we wouldn't necessarily just combine the total amount of gas and go out for one RFP, if that answers your question.

MR. LeBLANC:  But then I would say, yeah, your point is taken, and we are trying to -- our wish is not to go out to the market twice, and we are converging those processes to try as soon as possible to be buying basically one tranche of gas and internally saying, that much is for this rate zone, that much is for that rate zone, so really breaking away from that whole "this rate zone, that rate zone" as far as visible to the outside market and really just doing it internally.

So that is what we are working towards.  It is one of our, you know, more near-term goals in our processes.

MS. LIBERTY:  It wouldn't necessarily result in a discounted rate.  It would more so result in like OM&A type savings and efficiencies internally.

MR. LeBLANC:  It is not to say that on the same day we're doing RFPs at the same time and the counter-parties know that we're the same.  So, you know, practically speaking what you are saying is happening.  Maybe not every time, but practically speaking, they are getting, you know, EGI operating as Enbridge Gas Distribution rate zone and EGI operating as Union Gas rate zone at the same time.

We are talking to the same counter-parties, so we do effectively have that large amount of gas that we're looking for that would influence their offers to us.

MR. MILLAR:  Okay.  Can we -- Dwayne, do you have a lot on this?  I only have 30 minutes left, and we have a whole other topic to get to.  I think there will be more time for questions.  As I say, I think performance metrics will be a shorter one.

MR. QUINN:  I have one question.

MR. MILLAR:  Go ahead.

MR. QUINN:  You said something, Jamie, along the lines of, daily requirements can't be compared to the SENDOUT analysis.  I am paraphrasing, but maybe I misunderstood what you are saying.

MR. LeBLANC:  I don't understand the question, sorry.

MR. QUINN:  Well, you were saying that on a daily basis you can't compare to the SENDOUT analysis or you can't use a SENDOUT analysis for a daily requirement.  Maybe the record would be clearer once we get the transcript, but it didn't meet my ear correctly.

MR. LeBLANC:  Just one sec.


[Mr. LeBlanc and Ms. Liberty confer.]

MR. LeBLANC:  So we cannot run a SENDOUT model for the Union Gas rate zone on a daily basis at this time.  It is a monthly SENDOUT model.  That is what I was saying.  I don't know how you interpreted it, but that is what I was saying, is the Union Gas -- the Union rate zone SENDOUT model is done on a monthly basis.

The Enbridge Gas Distribution SENDOUT model is done on a daily basis.  So the frequency used inside the modelling is different between the two legacy entities and the two legacy models.

MR. QUINN:  Okay.  And the Enbridge model can be used on a monthly basis also, though?

MR. LeBLANC:   Well, yeah, in the aggregation of days, you can get to a month, if you know what I mean.

It is designed to operate on a daily frequency, but obviously, if you have the daily, you can aggregate the 30 days in the month to get to a monthly number.

MR. QUINN:  Okay.  I am going to put some thought into it, and I may have a follow up question.

MR. LeBLANC:  There is just a lot more level of detail in terms of frequency in the Enbridge legacy model.

MR. QUINN:  Okay, thank you.  That's it, Mr. Millar.

MR. MILLAR:  Why don't we move on to the next topic?
Performance Measurement


MS. LIBERTY:  So the next topic here is performance measurement.  There is only one slide, but I do have a significant amount of talking points.  So I will try to get through those as effectively as possible.

So at a high level, the metrics as written in the report in the Ontario Energy Board Framework for the assessment of distributor gas supply plans are to demonstrate how the principles have been achieved.  So just to set the stage in terms of Enbridge's approach in preparing the scorecard.

So the framework explicitly says -- for reference on pages 11 and 12 -- that the performance metric should link directly to one or more of the gas supply plan criteria and be chosen -- and be chosen to illustrate the benefits expected from the gas supply planning decisions the distributor has made.

Performance metrics are generally quantitative measures and will be used to assess whether the principles have been achieved.

However, qualitative measures, such as increased reliability, may also be considered and performance metrics ensure that the outcomes are measurable, in keeping with the objective of the framework.

So given that the performance metrics process was new to our team, we actually consulted some subject matter experts internal to EGI who prepare scorecards.  We also did research to understand in the industry and other scorecards that have been presented to the OEB in the past, we researched those to understand the type of metrics that were prepared.

And this slide that you can see on the screen here is meant to be illustrative, but it demonstrates the process that we followed in terms of trying to map the principles that we needed to achieve to the gas supply planning criteria, and then to the strategic measures.

So it was our way of making sure that the scorecard that we put together was complete, and that it met the objective of the Board, so again just to give you some insight into our development of the performance metrics themselves.

So in terms of cost-effectiveness, the gas supply plans will be cost-effective.  Cost-effectiveness is achieved by appropriately balancing the principles and executing the supply plan in an econometric -- in an efficient manner.

Reliability and security of supply; the gas supply plans will ensure the reliability and security of supply of gas, and reliability and security of supply is achieved through ensuring gas supply to various receipt points to meet planned peak day and seasonal day requirements.

And finally, public policy; the gas supply plan will be developed to ensure that it supports and is aligned with public policy where appropriate.

So EGI created the metrics that would accurately measure whether the plans were cost-effective, reliable and support public policy.  That was our goal.

There was consideration given to what the gas supply team can influence and what we can't influence, and what data is available and could potentially be available going forward.

EGI has established processes to track these metrics and will provide the first year of the metrics in the annual update filing.  And in preparing this scorecard and developing the associated performance metrics, EGI had consulted our internal performance metric subject matter experts, as I mentioned.

And we recognize that this process may be -- may evolve over time, as we work together to identify opportunities to improve the metrics and to demonstrate the principles have been achieved.

So where possible, and data is available, EGI will endeavour to evaluate suggestions for further performance metrics.

So moving on then to a couple of specific questions that we received.  So we talked earlier in the presentation, and we have gone back to a number of times around the demand forecast, so I feel like folks have an understanding now of why we're not explicitly talking about the demand forecast in the plan.

However, we did receive a question that asked for the reason why there was no specific metric tied to the demand forecast, and I would suggest that there was metrics that you could say relate to the demand forecast and allow us to ensure we're meeting the guiding principles.  But the demand forecast is not directly called out as a metric.

But some examples that are tied to the demand forecasts are the policies and procedures performance metric, for example, transacting counterparties and whether or not they've met credit requirements, price effectiveness.  There was one under communications.

So there's several examples that we can show that we've mapped the demand forecast to.  One specific one is the execution of the plan.

We also had a question that asked about an objective to minimize UDC, and I believe the question was brought up yesterday as well.  Just more generally, as the supplier of last resort, firm assets are required and should be in place should a design day occur and are made up of a mix of firm transportation and peaking assets, depending on the specific rate zone.

However, given that the coldest day temperatures do not occur every day of the year, the transportation assets may not be necessary.  Thus, UDC is created on those transportation assets.

If the capacity is not required, EGI will release the capacity to the market, recovering some of the costs for ratepayers.  And as we know, between the two separate rate zones, there are different costs for UDC.

But minimizing UDC may not always result in the lowest cost for ratepayers.  Market pricing can sometimes make it more cost-effective to actually incur UDC on a contracted pipe and purchase the supply elsewhere.

So for example, at times it may be cheaper overall for ratepayers to buy gas at Dawn rather than to buy gas at Empress and flow on TCPL to Dawn.

Then finally, EGI does not support the inclusion of metrics around the IRP and community energy plan, mainly because of the discussion we talked about yesterday around those specific topics being dealt with in other proceedings.

But we do anticipate many of these matters will be discussed in the IRP application and given the scale, we don't think it is practical to include that in the performance metrics at this time.  But to the degree that demand changes, we will have reflected that through the performance metrics.

I think that was it, that was all I had.
Q&A

MR. MILLAR:  Let's start with questions on this particular topic and then, to the extent there is time left over, we can have a general free-for-all.  Dwayne?

MR. QUINN:  Thank you.  Ms. Liberty, near the end, you said something that I need to understand better.

You are saying that at certain times, it is better to buy gas at Dawn and leave the pipe empty.  Would you agree with me that it is your cost at the margin?

In other words, if you have a pipe this is a sunk cost, you should recognize that, and it is the difference between the cost at Empress plus fuel gas versus the cost at Dawn which would inform your decision making criteria.

MR. LeBLANC:  I just want to make sure we're on the same page.

MS. LIBERTY:  So, yes.  Absolutely.  So we have what's called a fill/no fill analysis that is done when we're looking at procuring supply.

And that analysis looks at the sunk costs which, as you mentioned, would be any transportation costs any fuel costs, anything that we would have spent if we would have flowed the gas.

So we look at what it would have cost us to flow on the pipe.  We take into consideration the commodity cost, and then we take into consideration the amount of revenue that we could earn had we released that pipe into the market and recover the costs for the ratepayer.  We take all of those factors into consideration and we go with the lowest-cost option, and in some scenarios, as I mentioned, that could end up in a situation where you leave pipe empty, pay the transportation costs, and procure the supply at Dawn.

MR. QUINN:  But you're not -- that is the part you are saying, is leave the pipe empty.  You are not leaving the pipe empty, you're selling it --


MR. LeBLANC:  Right.

MS. LIBERTY:  Right.  We --


MR. QUINN:  -- to make --


MS. LIBERTY:  -- are not flowing gas on it.

MR. QUINN:  No, no, but you are not leaving the pipe empty, because leaving the pipe empty, then it is a sunk cost and it's not the margin.  And I would disagree, the fuel cost is an avoided cost potentially in that analysis, but I am comforted by the fact that you are taking into account the sale of the pipe --


MS. LIBERTY:  Absolutely.

MR. QUINN:  -- not just leaving the pipe empty and buying the gas at Dawn, because all you are saving is fuel gas then at that point.

MR. LeBLANC:  We consider certainly the revenue that we can generate from selling it as well.

MR. QUINN:  Okay.  That was the question in that area.

But you went on to talk about UDC mitigation.  And I trust that -- well, do you see UDC mitigation and your performance relative to plan as being an appropriate metric?  Jamie, we went through some of this on the storage fill years ago and we eventually came to -- we landed around the same idea, that pre-planning under-utilized pipe and getting more value for it on a pre-planning basis is something that is good utility practice and is good for ratepayers.

Would you agree with me on that?

MR. LeBLANC:  It's been a little while since we had those discussions.  I hesitate to agree offhand without a bit of a history of that discussion.

MR. QUINN:  I can provide it, but I don't think you would want to spend time on it.

MR. LeBLANC:  Probably not --


MR. QUINN:  Okay.

MR. LeBLANC:  -- but I know we have discussed these matters in the past, and I think we had some alignment on some of the principles involved.

MR. QUINN:  Okay.  Well, I guess I will put the submissions in as I need to, but --


MR. LeBLANC:  Sure.

MR. QUINN:  -- UDC mitigation is something that is in the ratepayer interest and is something that the utility has some opportunity to consider based upon seasonal needs and storage fill and storage withdrawal, because, to the same point, if you don't need the gas coming at you in March because you have had a warm winter, then selling that capacity and avoiding buying molecules you don't need is win-win.

MR. LeBLANC:  Yeah.  I would say that that does occur.

MR. QUINN:  Yes.

MR. LeBLANC:  I am not disagreeing with it.

MR. QUINN:  And so that's what I'm suggesting, is that --


MR. LeBLANC:  Okay.

MR. QUINN:  -- if you've got a plan and the weather changes, how you adapt to that for the benefit of in this case the ratepayers, because they're going to be holding the bag on whatever, you know, the results are, that is something we would want the company to consider, how you can create metrics that actually do --


MS. LIBERTY:  Yes.

MR. QUINN:  -- that are fair to you.  We don't ask you to have a crystal ball, but when you know what you know, what are you doing to reduce costs?  That is what we are looking at.

MS. LIBERTY:  So I think we do have a couple of metrics.  I was just looking at the appendix in the plan where we specifically lay out a few of the metrics, and maybe it is not necessarily saying UDC metric, but I do believe there are a number of metrics.  And we can get into them if we need to.

But as one example, the metric here that says the -- under communication, under the guiding principle of reliability and security of supply, we included a metric that is to ensure ongoing communications and understanding between the planning and operations teams.

And I understand that is not a lot of information for you to know what that means, but if I could explain.  There is groups within our gas supply team, our procurement team specifically, that meets monthly and sometimes more often, with the folks who use the assets on a day-to-day basis and are doing analysis that include weather and those types of factors to adjust the amount of gas that is required on a monthly basis.

So I think inherently in the fact that we are having those meetings and using that as a metric, we are looking at it and ensuring that, you know, the -- there is some structure around the -- and can be measured around the decision-making in terms of UDC in-fill/no-fill decisions.

MR. QUINN:  Okay.  I will try to be brief, and then this will be the last thing, hopefully, I say in this section.

It is hard to quantify communication, but what you can quantify is avoided costs as an example.  So to the extent that there is good communication, we don't -- and we wouldn't expect the Board to micro-manage, how many times are you meeting?  Let's look at the minutes from your meeting, and did you touch all of the areas of communication you should touch on?

What the Board would be interested in is, what is the result?  As a result of these -- this quality of communication, what costs were avoided on behalf of ratepayers?

MR. LeBLANC:  And I guess I would only ask, as compared to what, maybe, is --


MR. QUINN:  As compared to plan.  So you had plan.  Here is planned UDC.  Here is how we were able to move some of this transport to market earlier than later while it held value, as opposed to dumping on the market when nobody else needs it either.

You may remember, Jamie, that -- sorry...

MR. LeBLANC:  Sorry, wouldn't that get covered as part of the -- I am not sure -- the UDC deferral account clearing?  Wouldn't that be tested there?

MR. QUINN:  We can test it there.  But as an ongoing performance metric and continuous improvement, this is what you are looking for.  Separate from the storage discussion, when ratepayers supported Enbridge going to long-haul -- annual long-haul versus buying STFT, which was blown out of the market, there was UDC on that pipe that needed to be mitigated.  The first year it was dumped on the market at 25 cents and didn't get a lot back from ratepayers.  The next year you worked with us and planned it in a way that you were able to start in March -- well, sorry, I am mixing the storage one, but you were able to earlier on understand that you had opportunity to mitigate that risk on behalf of ratepayers.

MR. LeBLANC:  And I guess I would point to -- I can't recall what slide, where it gave the -- how much revenue was generated from a sale of UDC as an example of, I guess, the results that you are talking about.  So I think -- I think that was shown there.

We could provide those numbers, I guess, maybe as a metric.

MR. QUINN:  And one opportunity, just thinking out loud, is you got 50 cents by selling it in March versus the 25 cents you would have got in August.  So when you didn't need it you sold August transport in March because you didn't need it and you got 50 cents for it.  By the time you get to August that same transport is only worth 25.

To the extent you have basis differentials or other things that are publicly reported you could actually demonstrate the --


MR. LeBLANC:  There's a --


MR. QUINN:  -- the prior planning.

MR. LeBLANC:  Yes.  I would hesitate to be as sort of --


MR. QUINN:  Prescriptive.

MR. LeBLANC:  -- narrow, I guess is that, because there is probably other operational things.  There is a lot that goes into that -- you know, how we operate the system.  So anything that was that --


MR. QUINN:  Yeah, no, I agree.  I was thinking out loud as an example, Jamie, but we do -- we did work together well, I thought, in terms of some of these mitigation things on behalf of ratepayers in the past, and we will want to enjoy that again going forward.

So having some metrics, it makes sense to you, but -- and don't judge you unfairly for things you don't know and can't respond to because they were unknown.  Of course we're not looking for that.  We wouldn't suggest the Board would be looking for that either.

MS. LIBERTY:  I am just trying to understand -- and it is just again to help me understand, because we're interpreting the Board's framework in terms of what we're trying to achieve through the performance metrics.

And we're trying to achieve and trying to demonstrate that our plan is cost-effective and, you know, in line with our guiding principles.

So the part that I am -- and it is -- honestly, when we were preparing this, it is a line, and it may be grey.  I am just trying to understand, you know, what's the difference between historical analysis of actual versus plan and a performance metric that says that our plan is cost-effective, reliable, and secure and meets the guiding principles?

I think I just want to make sure that there is a line there, because we have a historical section in our plan which we file and we will file in the annual update as well.  So that is a question that I have had that I think, you know, we can debate whether or not a metric needs to be in for UDC, but there is still a difference between actual analysis and costs and the plan.

MR. QUINN:  What was known at the time --


MR. LeBLANC:  Yes.  That --


MR. QUINN:  -- when the decision was made.

MR. LeBLANC:  I guess that is what I was going to mention, yeah, decisions are made in the context of what is known at the time.

MR. QUINN:  Exactly.  And so I think we worked on this, Jamie.  I won't take any more of the time.  Performance metrics, I think, are important as you evolve to become, you know -- a measure of cost-effectiveness is important, and that is one of the metrics I think we will be looking for.  I will leave it at that.

UNIDENTIFIED MALE SPEAKER:  I think --


MR. GARNER:  Can I ask a question about UDC?  Do you guys get a -- is there a share on that revenue that they collect?  Is the --


MR. LeBLANC:  No, it is 100 percent whatever --


MR. GARNER:  -- 100 percent --


MR. LeBLANC:  -- goes back to ratepayers.

MR. GARNER:  Thanks.

MR. MILLAR:  Are there more questions on this topic area?

UNIDENTIFIED MALE SPEAKER:  I have a few too --


MR. LADANYI:  Can I ask about the scorecard?

MR. MILLAR:  Go ahead.

MR. LADANYI:   I have a note from Mike Brophy of Pollution Probe.  He was here yesterday, but unfortunately he can't be here today.

He understands that you said that your scorecard is a sort of work-in-progress.  It is a draft; you haven't finalized it yet, is that right?

MR. LeBLANC:  I think he got that from -- at the bottom of one of the pages, it had a "need improvement."  But that was meant to be what is the definition of what is in the box.

So I would say it is not a still in progress today,
I think.  But I do also say that we're open to other ideas that people might have.

So I think where he got that impression maybe was incorrect.  But generally, I think we're still open to the idea of discussing other metrics.

MR. LADANYI:  He wanted to know specifically what the process is -- and these are his questions.  Are you going to be circulating the scorecard for comments and asking for stakeholders to comment on the scorecard?

MR. STEVENS:  I think it is fair to say that to the extent stakeholders want to make comments, Enbridge has provided its proposed scorecard.  It might well be that parties will have suggestions within their submissions and to the extent that time permits, Enbridge will respond to those.

In the back and forth that Dwayne was having, it strikes me that one thing that is important is that these are supposed to be metrics of some sort.  So there needs to be some idea of what's being measured and what's objective about it, and it can be sort of the opening volley of a back and forth of all sort of information that people are going to interpret differently.

But I think it is also fair to say that this is all new and everybody will do the best they can to come up with a scorecard this year, I assume.  But we may have a more useful and interesting discussion next year, when the scorecard is filled in and people can talk about what does this tell us and does it give us the information that we expect to have as we're measuring the effectiveness of the first year of the plan under this new framework process.

So we certainly do see this as a great example of continuous improvement, where we need to get something in place, but then we need to see whether it works.  And we don't expect that this is going to be the absolute final product, whatever comes out of this year's process.

MR. LeBLANC:  And there might never be a final product.  It might be an evolving product.  There might be more important metrics down the road than there are today.

MR. LADANYI:  So Enbridge's submissions on this scorecard can be actually put into our submissions on the 7th of October when they're due.  So anything we would want to suggest about changes to the scorecard we would put it in our submission, is that what you are looking for?

MR. LeBLANC:  I think that would be useful.  And I think that's -- you know, next year when we have the metrics, we will have some discussions, we will have questions, and I think that will inform where we go with the scorecard over time, and whether or not it meets our needs or not.

MR. LADANYI:  One final question from my friend, Roger, who also can't be here today.  In other situations when a new scorecard is being proposed, it is important to know what the baseline numbers are you know.  Would it be possible for Enbridge to give us, let's say, what the baseline numbers would have been based on your past experience with these same factors?

We're struggling with the lack of baseline, for example, in Toronto-Hydro and on other scorecards and so on.

MS. LIBERTY:  So to the extent that we can provide a baseline, we will.  However, again as David mentioned, this is brand new and a lot of the information we are starting to collect for the first time for the purpose of this scorecard.

MR. LeBLANC:  As time goes on, you will have a base line and based on the prior years.

MR. LADANYI:  Thank you.

MR. MILLAR:  I want to turn to the Marks, because we're running out of time and I see they both have something.

MR. RUBENSTEIN:  Can I just question -- putting aside these metrics that you have worked hard to create, how does the company judge its own gas supply plan?  I mean, I don't want to be very personal about it, but -- like I assume when your division is determining if they have done a good job or bad job for the year, how are you judged?  What are the metrics, either qualitative or quantitative, that internally either the old Union, or the old Enbridge, or the new Enbridge looks at?

[Mr. LeBlanc and Ms. Liberty confer]

MR. LeBLANC:  So whereas in some of these instances, some of these metrics are not necessarily the exact metrics on which I'm judged or Erin is judged, they are to an extent rooted in how we're judged, and a way of helping people understand what's important and what we judge ourselves by.

So sometimes it is hard -- the challenge we had was how do we quantify some of this stuff, because it is not always a quantifiable thing.

And so I would say these metrics are rooted in how we're judged, but maybe not necessarily the exact metric is sort of in my scorecard is how I would describe it.  I hope that helps.

MR. RUBENSTEIN:  If we look at the cost-effective ones, which are probably the ones that in some sense I would argue are most important, I guess, or most...

MR. LeBLANC:  Sorry, Mark, I am having a hard time hearing you.

MR. RUBENSTEIN:  If we look at the cost-effective, we have a bunch of ones for cost-effective, can you help me a little bit more?  I am not asking you to give me your personal scorecard, but can you give me a sense of how they link to divisional, how you guys are judged.

Because here's the thing.  Ultimately, in my experience, lots of utilities have scorecards and the problem I always have is they're not actually linked to how you're internally judged or compensated.

You know, they're of minimal use because these 
don't -- if you meet them or don't meet them, no one is rewarding the utility or penalizing the utility.  The best we've got is actually how you guys internally are -- the company judges you.

So I am trying to understand.  If there is a good link, that's great.  If there is not, then maybe that is something to look at.  I am looking to you to help me.

[Mr. LeBlanc and Ms. Liberty confer]

MR. LeBLANC:  I guess it's a good point that Erin makes.  The slide -- I'm starting to lose track of where it was talked about.  It was in the amalgamation slide.

It is an indication, I think, of how we're judged.

MS. LIBERTY:  It was from yesterday's presentation.

MR. LeBLANC:  I believe it is slide 12 -- no, 11.  I mean, that's what we are trying to achieve and that is what -- you know, some of those things are what I am being judged on executing, to make sure that ultimately -- you know, the ultimate goal is to plan and execute the gas supply plan and maximize customer value.

The items around it are the things I am trying to do in order to meet that goal and, you know, for example talking to you, this group today is important.

So one of the things that I will be judged on and we'll be judged on is can we convey what we're doing and make people understand and gain confidence that we are doing what we do in the correct way.  So really that sort of sums up what we are being judged on.

I think that the metrics do, to some extent, tie to that because we're fully integrated gas supply plan under the guiding principles is one of those items.

I mean, I will certainly be judged.  If the Board or whoever decides that we have not met the guiding principles, that will certainly reflect in my, you know, my performance.  I don't know if that -- is that helping you?

MR. RUBENSTEIN:  There is no metrics in the scorecard that are the same as your -- or not your scorecard --


MR. LeBLANC:  I would -- yeah --


MS. LIBERTY:  I would suggest --


MR. RUBENSTEIN:  To be frank, the answer may be that makes sense.

MS. LIBERTY:  Well, I -- just to expand a little bit further maybe going down one level of detail more from what Jamie was saying, I think that in the mapping that I had put up on my performance metric slide really does kind of show that ultimately if we are being judged that, you know, on whether or not we've done a good job here or we've followed our guiding principles, essentially the policies and the procedures that we have in place within our organization are really the controls that we need to ensure that, you know, we're meeting all of our guiding principles.

So, you know, in developing the performance scorecard and working backwards, we went to the very granular level of, what are the things we do on a daily, monthly, weekly basis that ensure that we have the, you know, supply landing where we need it to at a cost-effective price.

So I think it is actually those items and the mapping that we did that shows that, you know, it really does roll up, and ultimately that we're following our guiding principles.

So I think it does, and it was a really good question that you asked.  I think we have done that.  We have just gone to a very granular level of detail to show the processes that we have in place to ensure.

MR. RUBENSTEIN:  Thanks.

MR. MILLAR:  Mr. Garner.

MR. GARNER:  Yeah, I thought -- I am sorry to hear that we're anything to do with your performance.

[Laughter]

MR. GARNER:  Because that is probably a sad outcome.

Leaving that aside for a minute, when looking at the scorecard I did have a couple of questions about the way you see the concept of a performance scorecard.

So if I look at -- and I am looking at the one in your gas supply plan, which is at Appendix J.  And I am on page 1 of 3.  And I've got price-effectiveness.

And what you have in here is "illustrates stability", and then you have the reference price.  And I think what is supposed to be shown in that small little graph next to it is the actual reference prices, right?

But that seems to me reporting as opposed to a metric.  I mean, you have got your reference price and you will show the reference price.  Isn't the metric supposed to be something more akin to, you will show your metric price and then we will show the actual price so that we're really seeing how we're doing against something?  Isn't -- that is the way I see the metric.

I mean, there is a couple of places where I see this and other places where I see your metric is more like, well, we're reporting this.  And I go, well, that's a reporting thing.  But how is that a metric?  A metric just means something you are relative to something, you are judging yourself against something.

And I wondered first of all, is that what you saw the metrics, or -- you seem to see the metrics as a kind of more of a reporting concept.


[Mr. LeBlanc and Ms. Liberty confer.]

MR. LeBLANC:  Unfortunately, our eyes are the same as yours, and I can't read the details.

MR. GARNER:  Let's assume it is.  What I'm saying is wouldn't it be better -- then maybe put it this way.  Wouldn't it be a better metric to say we're going to show you the QRAM and then we're going to show you the actual for the period, and that way we're going to be able to have a metric against this.

How close are forecasts to where we ended up in all the time, right?

MR. LeBLANC:  I think there is a bit of a combination involved.  So some of them are reporting metrics, because I think they're important to understand, and context how we're doing.

But I agree with you that some metrics should be more than just, this is what occurred.

MR. GARNER:  Like, and I think -- and why I am bringing it up is, why we're commenting on this, let's say if you look at page 2 of 3 and you have -- under reliability you have two metrics, number of days of force majeure on upstream pipelines, one, number of days of force majeure pipelines impacting customer security.

Now, the second one I get is a metric, because you're basically saying is when something happens I don't control, how do I control it.  That's a --


MR. LeBLANC:  That's actually a really --


MR. GARNER:  -- good metric --


MR. LeBLANC:  -- that's actually a really good --


MR. GARNER:  -- metric --


MR. LeBLANC:  -- it's actually a really good example, though, of the thought process behind it, is unless you know -- I mean, if I tell you that the customers weren't affected by a force majeure all year, all that tells you is they weren't affected.  So that is why the first one is there, is to tell you there were five --


MR. GARNER:  Right.

MR. LeBLANC:  -- and there were zero impacts.

So that is part of my point in saying that some of them are reporting and some of them are --


MR. GARNER:  And maybe we are just thinking differently.  Like, I see it as a metric, how many per, right?  You -- but that's fine --


MR. LeBLANC:  Yeah --


MR. GARNER:  -- I am starting to understand that --


MR. LeBLANC:  Yeah.

MR. GARNER:  -- part of it.

Now, on this -- another metric you have is -- and it seems to me a very important one, although I don't understand where it is -- the instances where the QRAM expected bill impacts exceed 25 percent.

Now, we all know one of the big problems with gas cost is customers getting retroactive adjustments to their costs when it goes -- particularly when it goes up.  Hardly ever when it goes down do they feel badly, but when it goes up they feel hard done by.  And so it seems very important -- now, one of the things when I saw this, I said, well, where did you pick 25 percent from?  That is a pretty big --


MR. LeBLANC:  That is actually per direction from the Board.  There is a --


MR. GARNER:  25 percent?

MR. LeBLANC:  Yes.  There is a threshold as directed by the Board that if it exceeds -- I don't know if it is meet or exceed or whether it's exceed 25 percent -- that we have an obligation to report and report early, and there's a -- I can't recall the details, but that is actually rooted directly in direction from the Board --


MR. GARNER:  That's a Board thing.  But you --


MR. LeBLANC:  Yeah.

MR. GARNER:  -- as a metric there is nothing, though, that would preclude you from saying as, well, we want to find out how many times we are above 10 percent to see how good our forecasting is.  I understand what you're saying, is the Board has created a very high threshold, is if we see a problem you need to report it.  25 percent is the problem they see, right?

MR. LeBLANC:  Yeah, and I would say that the variation in cost is really out of our control.  That is why we wouldn't put that in as a metric.

MR. STEVENS:  I think is it fair to draw a distinction between some things that truly are reporting, because there is no sort of goal or level that the company is expected to get to, versus some things that might be expressed as a metric.

The QRAM price is to a very large extent based on items outside of the utility's control.  It is the supply price.  So the company reports --


MR. GARNER:  Well, that is exactly in the utility's control.  That is exactly what the gas supply plan is.  I am not saying it is easy to control.  But, I mean, conceivably you can control a gas price 100 percent.  You can buy 100 percent fixed-term contract.  Conceivably.  No one would do it, but I'm just saying, you could do it, right?  But --


MR. STEVENS:  Enbridge isn't allowed to do that, actually.

MR. GARNER:  Well, you could do -- you are controlling by the gas supply plan by definition.  You are trying to control this --


MS. LIBERTY:  Yes, and then you --


MR. GARNER:  -- the price.  That is exactly what the plan does.

MS. LIBERTY:  You actually raised a really good example, which we have included in our performance metrics, is the things that we can control, is our execution and how we procure the supply and the decisions we make around that, which we have included in the performance metrics.

MR. LeBLANC:  And I would just throw in, you know, the scenario analysis we talked about earlier, I mean, the model assumes we do all of the right things, and even so you saw great variation in cost.

So my point being there is a large part of, you know, we have a bunch of tools that help us mitigate the cost to ratepayers, but we ultimately don't control the market.  The market dictates the price.

We protect ratepayers by buying in different places at different times in different ways, but the market will be the market and --


MR. GARNER:  But why do you do that, Jamie?  Why do you buy different contracts in different places?

MR. LeBLANC:  To make sure that customers are not exposed to any one particular event in the market.

MR. GARNER:  So volatility.  One of the things is you try and reduce your volatility in your prices by having a larger portfolio?  You try to improve your return?

MR. LeBLANC:  A diverse portfolio.

MR. GARNER:  So take a portfolio analogy.  You have a mutual fund.  Why do you have a mutual fund?  You have a portfolio in order to, A, stabilize and get a better return.  Gas supply plan is doing exactly the same kind of concept.  You're trying to stabilize the price and get a better price.

And so isn't that something just like a portfolio with an investment you can measure against?  Like, I mean, you are kind of doing it for a purpose, right?  What is the purpose?  Why don't you buy one contract?

UNIDENTIFIED MALE SPEAKER:  [Microphone not activated]  I guess what's the benchmark.

MR. GARNER:  Yeah, what's the -- and so why aren't you kind of -- well, the benchmark would be, I guess -- well, that would be the question.

Can you benchmark it or can you just benchmark your plans from plan to plan?  Last year our plan was 10 percent on wherever or next one.  Like, I am looking for something to try and look for that kind of measurement, because I don't accept what David is saying.  A plan isn't just, well, you know, gas prices are gas prices.  If that were the case, then what is the point of diversifying your portfolio?

MR. STEVENS:  But I didn't make an elegant -- make my point elegantly, but what I am saying is that there are elements out of the utility's control.

MR. GARNER:  And I am exaggerating your position to make the point.  I mean, I am not trying to really put it on you, but I am saying that would seem to me to be one of the objectives.

And I am kind of questioning with you is, maybe that is an objective that should be put somehow.  We develop a diverse portfolio for two reasons, security, supply security, but also for price stability.

MR. STEVENS:  So, I mean, to the point I was making earlier, Mark, Enbridge is certainly open to suggestions as to how to improve this.  We are concerned, as we indicated in the evidence, that this should not be used as some sort of after-the-fact  way to question Enbridge's costs on a pass-through activity.

MR. GARNER:  And I am looking at Jamie actually --


MR. STEVENS:  We are looking at this as a continuous improvement.

MR. GARNER:  I am looking at this for help.  I am looking at you because it is not just -- I agree with David.  I am not looking to say, oh, they did a bad job.

But one looks at those metrics to say, you know, is a plan good and is it getting better.  We stabilized our price.  This time it went like this, so let's all go back and ask ourselves why did that happen and can we improve the plan.

So I am looking at you for any ideas.  How do you measure that kind of success of your plan in the volatility and pricing, like you yourself?

As Mark was saying, do you sit back later and say how did we do guys?  How did we do that?

Is there a way to do that in your mind?

MR. LeBLANC:  We certainly spent a lot of time debating on what metrics could be useful.  It was not something -- there were two areas of a lot of debate and through this plan, and the metrics was probably one of the -- it was definitely one of the top two.  I don't know if it was the hardest one or second hardest one.

But we did spend a lot of time trying to develop metrics that would achieve some insight into the aspects of meeting the plans through the guiding principles.

I am interested in your thoughts on this.  I don't think we've come up with something that does what you are suggesting to this point.  But perhaps it is something that you may have some thoughts on and we can continue to consider because it is not an easy -- it's not easy to separate the stuff we can't control from the stuff we can in a quantitative metric.

It is not a straightforward exercise, or we would have come up with a metric for that because we certainly -- I guess we're certainly interested in not being judged in the metrics based on the market that we can't control.

MR. GARNER:  No, I understand that, I understand why you wouldn't want to be there, fair enough.

MR. MILLAR:  It sounds to me like this may be one of the things where, Mark, you put in your comments and they may have more opportunity to reflect and think about it in response to that.

We have gone quite a bit past our time, so I think we will have to call an end to our proceedings today.

But this of course is not the end of the story.  The next two key dates coming up are October 7th for the stakeholder comments, and then October 21st for the responses from Enbridge and potentially any proposed changes to their gas supply plan.

I do encourage the parties, the stakeholders, to -- I guess in your recommendations there is kind of they're focus to the Board to some extent, but also to Enbridge because I am hoping this discussion we had today -- which I think has been very useful -- can continue through these comments.

We heard from Enbridge that they're open to ideas. So to the extent there are ideas you have about the gas supply plan that you think should be reflected, then please do make those suggestions -- not just to the Board, but kind of to Enbridge through your comments.

And then in Enbridge's responses, I encourage them to think about whether any of the comments they receive should lead to any changes to the plan, and be open to that idea and to the extent there is some good ideas in there, you may well want to make some changes to the supply plan, which is reflect the in the Board's guidance already.

So I think that is it for today.  Dwayne, do you have a final comment?

MR. QUINN:  Procedurally first.

MR. MILLAR:  Yes.

MR. QUINN:  We are -- we are intervenors and staff IRs are due in the deferral account proceeding on October 8th.

This one is due October 7th.  Is there any movement on that, because looking down the road -- and I don't know what the company's response is going to be, their response timing may be aligned also.  So is there not a way we can spread this out?

MR. MILLAR:  I don't know.

MR. QUINN:  We will submit a brief letter, hopefully that will --


MR. MILLAR:  You are seeking an extension?

MR. QUINN:  Well, an extension would probably help on one of the two.  But I think there is a more timely need for the deferral account proceeding to stay on track to be able to get the dispositions done, respectfully.

To your point, David, this is a five-year plan.  We are going to evolve.  This is -- why it needs to be within one day of another deadline to me is something --


MR. MILLAR:  Why don't you file a letter to that effect, Dwayne?  That way, other people can see it as well.

MR. STEVENS:  I understand what you're saying.  I am sure -- I haven't had this discussion with the Enbridge team to understand if there is any real urgency to the dates.  But if there is, we will let you know.  If there is not, we will also let you know.

MR. MILLAR:  You will file a letter, Dwayne?  I think that would be best.

MR. QUINN:  Yes.

MR. RUBENSTEIN:  I assume there is more urgency to the DVA account dates.

MR. QUINN:  That's what I am saying, yes.  I would ask for an extension here.

MR. RUBENSTEIN:  Dwayne was going to ask for an extension for one of them.  Which one would you prefer?

MR. STEVENS:  I haven't had that conversation to know what -- I hear what you are saying, but I haven't had that conversation.

MR. QUINN:  I thought we were going to have a general --


MR. MILLAR:  We were, but we ran out of time.
Wrap-Up


MR. QUINN:  That is unfortunate, given again this is five years.  So we will restrict a lot of these things to the comments.

First off, I want to thank the witnesses.  It was a tough job over the last couple of days.  You did well.  I know there is a lot of material here, so I appreciate -- our questions are trying to understand, understand both sides of the equation and where we're going to go from here.  So thank you for investing the time.

The last encouragement would be could you send the presentation out more than minutes before?  It really helps us to organize our questions to see where our questions are asked and answered, and just to make sure that we stay on track because it will help Board Staff with the timing, I think.

MS. DUGUAY:  I think that has to do with our processes as well.  We heard from Enbridge; I think they have been working extremely hard to, A, put the presentation together to address all of the questions that they had received.  And I just heard this morning that the folks have been working 16 hours a day for the past two weeks.

So it tells us that the timing between when the questions are submitted and when the stakeholder conference needs to be elongated, no doubt about it.  I think we are learning as well.

MR. QUINN:  I understand.

MS. DUGUAY:  I totally agree with what you said.  But on the other hand, I think the envelope has been stretched.

MR. QUINN:  Thank you for the folks behind the scenes that have done the legwork for you also.  That is respected Pascale, and I trust that Board Staff will help us with that next year -- or next spring, hopefully.

MR. LeBLANC:  Although we are the two up here, it is definitely not just us who have been feeling the pain.

MS. LIBERTY:  Absolutely not.

MR. MILLAR:  Thank you, everyone.  I think we will call it a day.  I echo Dwayne's thoughts.  Thank you to the witnesses, and thank you to the stakeholders, some very good questions today.

And thank you to the court reporter for so diligently writing down our musings over the past two days.

We are adjourned and we look forward to your comments either on the 7th, or some date to be determined.
--- Whereupon the proceedings adjourned at 1:15 p.m.
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