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Wednesday, November 20, 2019
--- On commencing at 9:36 a.m.

MR. RICHLER:  Good morning.  Welcome to the technical conference for EB-2019-0914, which is the application by Enbridge Gas Inc. for natural gas rates for 2020, the second year of the five-year rate framework approved by the Board in the August 30th, 2018 MAADs decision.

The Board made provision for this technical conference in Procedural Order No. 1 and specified that the purpose of the technical conference is to explore issues related to Phase 1 of this bifurcated proceeding; namely, the price cap index adjustment pass-through costs, capital pass-through adjustments, and Parkway delivery obligation rate adjustments.

My name is Ian Richler, and I am counsel with the OEB.  With me is Khalil Viraney, the case manager for this application.

A few quick administrative matters before we get started.  First, this technical conference is being transcribed, and the transcription will form part of the record of the proceeding.  The audio is also being broadcast through the OEB website.  For the benefit of the reporter and for everyone else, please be sure to speak into the microphone.  When you press the button the green light will come on.

Second, in terms of scheduling, we have the room all day, although I am not sure we will need it, based on the number of questions that were circulated in writing.  In any case, we normally take a mid-morning break of about 15 minutes.  After that we can play it by ear.

Finally, a reminder that there will with be a settlement conference beginning tomorrow morning at eleven o'clock here at our office and continuing on Friday if necessary.

We can now proceed with appearances, starting with people in the room, then those on the phone.  After that, I will ask the applicant to introduce its witnesses.

Mr. Stevens, do you want to start.
Appearances:


MR. STEVENS:  Thank you, Ian.  Good morning, my name is David Stevens.  I am counsel with Enbridge for this proceeding.  With me are Mark Kitchen, Rakesh Torul, and Stephanie Allman.

MR. RICHLER:  Thank you.

MR. SHEPHERD:  Jay Shepherd, School Energy Coalition.

MR. GARNER:  Mark Garner with the Vulnerable Energy Consumers Coalition.

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

DR. HIGGIN:  Roger Higgin with Energy Probe.

MR. LADANYI:  Tom Ladanyi, Energy Probe.

MR. BROPHY:  Mike Brophy, Pollution Probe.

MR. RICHLER:  How about those on the line?

MR. AIKEN:  Randy Aiken, London Property Management Association.

MR. RICHLER:  Thank you, Randy.

MR. McLEOD:  Mike McLeod, Quinte Manufacturers Association.

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

MS. WAINEWRIGHT:  Linda Wainewright on behalf of Six Nations Natural Gas.
--- Multiple speakers.

MR. QUINN:  Sorry, go ahead, Jaya.

MR. CHATTERJEE:  Jaya Chatterjee, City of Kitchener.

MR. QUINN:  Dwayne Quinn, on behalf of FRPO.

MR. RICHLER:  Okay.  I think that's everyone.  Mr. Stevens?
ENBRIDGE GAS INC. - PANEL 1

Gilmer Bashualdo-Hilario
Anton Kacicnik
Amy Mikhaila

MR. STEVENS:  Thank you, Ian.  Enbridge has a witness panel here today to answer the written questions that have been provided and other questions that are relevant to Phase 1 of this proceeding.

Starting with the witness closest to me we have Gilmer Bashualdo, who is the manager, demand forecasting and analysis with Enbridge Gas.  Next we have Anton Kacicnik, manager, rates for Enbridge Gas Inc., Enbridge Gas distribution rate zone.  And finally, we have Amy Mikhaila, manager, rates, Enbridge Gas Inc., for the union rate zones.

Our proposal today, if it's okay with Board Staff and others in the room, is to start by providing responses to the written questions that have been provided.  We will refer to the written answers that we have circulated this morning as they come up in the course of answering the written questions.

You'll see that we have already presumed to mark each of the written responses as exhibits for this proceeding, so they are marked as Exhibit KT1.1 through to KT1.7.
EXHIBIT KT1.1 to EXHIBIT KT1.7:  SERIES OF WRITTEN RESPONSES.

MR. STEVENS:  If people have follow-up questions on these specific written questions being answered, it may be appropriate to ask those follow-up questions as we go along, and then we can deal with any subject matters that haven't been touched at the end.

MR. RICHLER:  I think that approach makes sense.  Does anyone in the room have any concerns?  Seeing none, I think you should proceed in that manner.

MR. STEVENS:  Thank you.

MR. QUINN:  Ian, this is Dwayne, sorry.  I have been able now to just skim the questions that were sent out, and I don't see any responses to FRPO questions.

MR. STEVENS:  What we have done, Dwayne -- and you will see this, or it will become clearer as we go through the process this morning -- we have answered those questions that required tables or data in written form.  Other items we plan to address through the witnesses as we go through each party's written questions.

And just to cast ahead, we will explain our answers to FRPO's questions when we get to those questions.

MR. QUINN:  Okay.
OEB Staff Questions:

MR. STEVENS:  So we will start with the OEB Staff written questions.

Staff Number 1 asked a number of questions about the Enbridge Gas distribution rate zone average use model and the union rate zone NAC benchmark or approach.  So the first of these, 1A, asks for information about diagnostic testing to validate that the Enbridge Gas Distribution methodology continues to be a reliable predictor for general service average use.

That question has been answered in writing.  You will see that at KT1.1, starting at page 1, and --


MR. RICHLER:  Sorry to interrupt, but maybe just to be clear on the record, just to identify what you are talking about, I see that Exhibit KT1.1 is called response to interrogatory Staff 1A, C, D, Energy Probe 1, LPMA 3A.

MR. STEVENS:  Correct.  And so what we have attempted to do here is collect answers that all relate to the average use forecasting.  The specific answer to what's been asked in Staff 1A starts at page 1, and it carries over for the next several pages.

We were working under tight time lines, so we recognize that this has only just been sent out in the last few minutes, but Gilmer would be happy to answer any follow-up questions that there might be on the response to Staff 1A.

DR. HIGGIN:  I have got a couple of questions to follow up.  I have got a couple of questions to follow up.

MR. RICHLER:  Go ahead, Dr. Higgin.

DR. HIGGIN:  So, yeah, can we just go to page 5 and just look at the charts there.  Just to say by way of segue, I have looked at the forecast and so on for rate 1 and rate 6 and I think that the forecast is reasonable, so I have no issues with that one.

Okay.  So looking now at the forecast for rate M1 union and M2, and then we do see a significant amount of variability and a movement away -- this is the key -- from the trend line.  That's what we see.

So how do the statistics show that result?  If you look at page 5 and look at the chart at the top for M1, and then similarly for M2, and I will then move on to the other two, the rate 1, rate 10.  But let's start with those two.

So just looking at it visually, you would expect that the trend line would continue.  Okay, that's the first thing, that it would go -- continue.  But in fact, you are moving away from the trend.

MS. MIKHAILA:  I think the thing we should highlight is there's a difference in the methodologies between the EGD rate zone and the union rate zone on how the average use is approached from a rate-setting perspective.  The EGD rate zone uses their previous approved methodology, which is a forecast of the current year average use in the rate setting.  And the union rate zone approved methodology is to use the two-year previous, and we have continued that approach for 2020.

DR. HIGGIN:  But from a results point of view, it doesn't look as if the forecasts are anywhere near the trend.  It's just those last two years that are driving that forecast, correct, to a higher level, moving away from the trend, the long-term trend.

MR. BASHUALDO:  Correct.  That's what the graph shows.

DR. HIGGIN:  So then that would say to me there was a structural change of some sort that has happened, and that might be to do with price or other factors that would effect the demand for average use for those classes.  I am talking about normalized average use, of course.

MS. MIKHAILA:  The data points on those graphs for 2019 and 2020 do not represent a forecast.  It is the target NAC in rates which is based on the previous last year of actual, and it's not a forecast.

DR. HIGGIN:  Right.  And the same is true then to turn the page just to clarify on page 6.  So the same result is the same explanation for those graphs as well.  Okay.

Now, we like having it higher because it affects the rates.  But nonetheless, I think that this is evidence that there is a structural problem here with arriving at the forecast amount for the rate year; that's all I am saying.

MR. STEVENS:  Thanks, Roger.  Just to fill out the record, I want to draw the attention to the Board's MAADs decision in EB 170306 where, at page 35, the Board instructed Enbridge Gas Inc. to continue to use the pre-existing NAC and average use methodologies for rate setting through the deferred rebasing period.  And the Board indicated that AMALCO, as they called it then, should come forward with a single revenue-neutral approach to NAC/AU at the end of the rebasing period.

DR. HIGGIN:  That was -- just to repeat what you said, that then is specifically for Enbridge rate zone, or are you saying that's the case for both rate zones?  Just clarify, if you could.

MR. STEVENS:  The Board's decision addressed both rate zones, and again the reference is page 35.

DR. HIGGIN:  Okay.  So the question I think we would put on the table is that the materiality and the differences between the methodology, and particularly for the Union rate zone and the result, that's what we put on the table, that there seems to be some concern, there should be some concern with that, the results from that.

Does the witness want to answer that?

MR. STEVENS:  The point I was trying to convey, Roger, is the Board hasn't left it to us to address whether we like these methodologies or not in the context of phase I of the 2020 rates proceeding.

DR. HIGGIN:  Yes, but the issue is not that.  It's the question of setting rates, and just and reasonable rates based on these forecasts.  That's the issue that we are raising here and the question is -- that's the something I am putting on table, that's all.

The Enbridge rate zone, there's no issue with it.  I mean, the forecasts and models are working again.  They didn't work for 2016, as we all remember, but now they are working again, very good.

MR. KITCHEN:  Roger, as David said, I don't think that there is any proposal on the table to change the NAC methodology, given the Board's decision in MAADs.

I just want to point out, too, that as Ms. Mikhaila said, there's fundamentally two different methodologies that we use for NAC and AU.  For the Union rate zone, there is no econometric model.

DR. HIGGIN:  No, I know.

MR. KITCHEN:  So it's a straight use of prior year's actuals.  And that's what we are doing.  We are following the methodology just as the Board directed us to.

DR. HIGGIN:  Okay.

MR. STEVENS:  And, finally, I mean, I think we are really in argument here, not in evidence.  But to the concern about just and reasonable rates, I mean, I'd point not only to the Board MAADs decision, but also to the NAC and average use that confirm or make sure that in the end result, customers are paying based upon actual average use.

DR. HIGGIN:  Oh, yeah, we like it.  This year, we got twenty million back.

MR. RICHLER:  Any other questions on Exhibit KT1.1 in the room?

MR. GARNER:  I have one.  I understand what the utilities just said.  I don't really want to argue the point about the methodologies.

But I do, since you are here, have a question about both methodologies and just why it would see something like 2016.  As I understand, both methodologies are slightly different, but they are basically applying the same principles.

The way the methodologies work, you're normalizing weather in the methodology in both, aren't you?  That's part of the way the methodology works, right?

MR. BASHUALDO:  Yes, the forecasted and target average use and NAC are based on the Board-approved weather normal.

MR. GARNER:  Here's really where the question is.  So why would 2016 in both of them show the same -- both if you are looking at Union, both if you are looking at Enbridge -- both show the same decline in average use?  I am kind of wondering why do you see a pattern.  If the weather is being normalized, you actually see a pattern in both of them, both methodologies, apparently looking like a weather pattern in the normalized use.  Do you know what I mean?

You would expect normalized use to actually kind of have just a trend line that wouldn't change a lot, because you are taking into account the weather use of people. Why would there be such a variation in people's normalized use?  Is there a reason why you think that happens?

MR. BASHUALDO:  If we use the Enbridge approach, which relies on demand drivers, we identified most of the drivers of demand.  But there are other variables that we didn't identify.  They are not possible to be identified, such as the customer behaviour.  We don't know how the customer will react to certain conditions such as price, even the weather, even the econometrics will suggest that there is a level of response.  But the customer may decide to respond even higher or lower than that level.

MR. GARNER:  Okay, I think I understand.  Is there something like, for instance, you are saying like an income variable.  Is there an income variable in the forecast?

MR. BASHUALDO:  Not in the --


MR. GARNER:  Right.  So now I think I understand what you are saying.  So let's say there was a drop in income, you could actually see a drop in normalized use.  And that wouldn't be captured in your model, because the model doesn't actually capture that variable.  Is that what you are driving at?

MR. BASHUALDO-HILARIO:  The drivers that we have in the regions, all of them are statistical (sic) significant, which means that they contribute to the variance.  Variables that are not in the equations are not significant.  That's why they are not there.

MR. GARNER:  Okay.  I am not sure I understand.  Anyways, thank you.  That's fine --


MR. KACICNIK:  If I could --


[multiple speakers]

MR. KACICNIK:  -- I would like to add to this response.  If we go to page 3 and look at the graph 481, average use, all the data points on that graph have been normalized to 2020 degree-day forecast.  The data points highlighted in bold, those are actual weather normalized average uses, and then there is 2019 Board-approved forecast normalized to 2020 degree days, and then we have for 2020 forecast.

So weather is taken out completely from these graphs, so there is no impact of '16 weather on '16 actual normalized average uses.  But it's interesting to know that in both rate zones, EGD rate zone and Union rate zone, average use was lower in '16 than other years.  Why customers put brakes on consumption in that year, it's not fully understood.  I remember in the 2016 disposition and deferral variance account there was a lot of --


MR. GARNER:  Yeah, I remember.

MR. KACICNIK:  -- discussion and analysis done.   It's not fully understood.  We know that cap and trade system was just about to come into effect, et cetera.  Maybe customers were aware of that, or there could be some other factors, but it was like that across Ontario, it seems.  All customers put brakes on consumption, and that's why average age uses were lower in '16.

MR. RICHLER:  I think someone on the phone may have had a question.

MR. QUINN:  Yes, it's Dwayne.  I was following through on Mark Garner's question in terms of why this occurred.  Could it be -- and I guess this is my premise, is if you look at these graphs in totality, models have their limitations in terms of simulating weather [voice cuts out] declining trend when it's making its forecast, Enbridge takes its approach, but ultimately there's limitations such that the year of 2016 was a low heating degree-day year, and what I would suggest is that neither model adequately adjusts for all of the impacts of a low consumption year or a low heating degree-day year.

In the same way, and if you look, it's more evident in the former Union territory in 2014, when that was the first winter of the now famous polar vortex, you can see that all of the actuals are in fact higher than the trend, such that, in the same way that a model doesn't necessarily manage the extremes in the low end, it doesn't completely manage the extremes on the high end.  That is what I would suggest is occurring here, and for Enbridge's consideration it doesn't affect what we are going to do today, but it may affect your considerations for what you do at the end of the rebasing period when you look at ways to manage the models in a way that tries to address the extremes in the weather.

I don't know if, Anton, if that makes sense.

MR. KACICNIK:  Dwayne, I think it makes sense to look at it on the rebasing.  In the meantime I can tell you that the impacts of weather are taken out completely when actual weather normalized usage is determined.

MR. QUINN:  Yeah, I know that there is an attempt to take it out, Anton, but in my experience people operate differently at the extremes, and in the winter of 2014 is a great example of, it was a cold winter, and people didn't necessarily turn their thermostats down if their house has been drafty for a month, so the thermostat goes back up, so that's where it's back into consumer behaviour and the model has its limitations in being able to adequately address extremes, because there are factors like consumer behaviour and such that will contribute at the extremes, and who knows, maybe the winter of 2016 there were some composite effects where the winter wasn't all that cold and people were satisfied with the warmth of their house and were able to adjust their thermostats accordingly.

I am just saying the models don't sometimes manage the extremes well.  That's my view of it, anyway.

MR. KACICNIK:  Yes, something to consider on rebasing.  Thank you, Dwayne.

MR. QUINN:  Thank you.

MR. RICHLER:  Any other questions from intervenors on KT1.1?  I think -- for our part I think Staff -- there's a lot to digest in here, so I think Staff would like to reserve the opportunity to come back to this after the break once we have had a more thorough read, but I think for now we can move on to the next set of answers.

MR. STEVENS:  Thank you, Ian, so just to fill out the record for this, KT1.1 is aimed at responding to Staff 1A, as well as Staff 1C, and 1D, and I think aspects of the discussion we have just had touch on each of those sub-questions.  So that leaves two parts to Staff 1 to answer.  The first is 1B.  And I will turn that answer over to Anton.

MR. KACICNIK:  Thank you, David.  I would like to ask Stephanie to bring up Exhibit D, tab 1, working papers, schedule 10, page 2.  And the question is:  Please explain how the reduction in average use impacts 2020 rates and the bill impact for rate 1 and rate 6 customers.

So when --


MR. QUINN:  While it's being pulled up, while it's being pulled up, Anton, would you repeat the reference?  We are trying to follow along at home.

MR. KACICNIK:  Yes, the referenced exhibit is Exhibit D, tab 1, working papers, schedule 10, page 2 of 2.

MR. QUINN:  Thank you.

MR. KACICNIK:  So in the rate-making model that the Board approved for both rate zones until rebasing, we adjust rates for price cap index.  We also adjust delivery rates or delivery charges for year-over-year changes in average use.

Over here on this exhibit, we see 2019 Board-approved average use values for rate 1 and 6, as well as 2020 forecast, the change, year-over-year change, in cubic metres, and then percent.

Declining average use results in lower volumes.  Lower volumes mean less billing determinants, which puts upward pressure on rates, so rates go up when volumes are declining, everything else being equal.

I would like to point out that average use is subject to a variance account treatment.  Forecast will never be bang-on to what you will see when we do actual weather normalized average uses, so for 2020 for rate 1, 2,333 cubic metres will be the pivot point for the variance account treatment for rate 1 and 28,610 cubic metres will be the pivot point for variance account for rate 6.

So if there was no change in average use between 2019 and '20, the typical bill impacts that we see at Exhibit D, tab 1, working papers, schedule 3.1, page 2 -- I will wait for Stephanie to bring that up.

So if we look at the typical profile for rate 1 using 2400 cubic metres, we see that the annual impact, that's at line item 2.6, it's $7.53.  That's based on the price cap index, change in average use, and year over year change in DSM.  So it is $753.

If there was no change in average use, that impact would be $5.79, for a difference of $1.74.

And if we go to the next page, page 3 out of 8, if we look at the rate 6 typical profile using 22,606 cubic metres, on line 1.6, we see that the annual bill impact is $51.45.  If there was no change in average use, that bill impact would be $30.92, for a difference of $20.53.  As I noted with the variance account treatment, if the actual weather normalized average use comes out to be the same as what was 2019, then customers would get these monies refunded through the variance account.

MR. STEVENS:  Thank you, Anton.  Just for those on the phone and in the room, we are having some Internet connectivity issues.  So that accounts for the slowness of being able to pull documents up.  We will do the best we can, but I think it makes sense to keep moving through the answers with or without the references displayed in the room.

The final part of Staff Number 1 asks how the increase in the NAC for the Union Gas rate zone impacts rate and bill impact for 2020, and Amy is going to answer that.

MS. MIKHAILA:  Yes, I think I will just speak to the bill impact that was presented, and the impact of the normalized average consumption on that bill impact.

For rate M1, the bill impact presented in Exhibit D, tab 2, working paper schedule 3, is shown as $4.26.  The average use adjustment reduces the bill impact by $1.76 and without the average use adjustment, the bill impact would otherwise be $6.02.

For rate M2, the bill impact presented is a reduction of $75.07.  The average use adjustment reduces the bill impact by $82.32.  And without the average use adjustment, the bill impact would be a bill increase of $7.25.

For rate 1, the bill impact presented in the northeast rate zone is an increase of $5.07.  The average use impact reduces the bill impact by $4.22.  And without the average use adjustment, the bill impact would otherwise be an increase of  $9.29.

For rate 10 in the northeast rate zone, the bill impact presented is bill decrease of $103.98.  The average use adjustment reduces the bill impact by $246.95 and without the average use adjustment, the bill impact would otherwise be an increase of $142.97.

MR. STEVENS:  Thank you.  And that completes our answers to Staff 1.

Turning now to Staff 2, which is projected in the room, this question asks about Dawn to Kirkwall M12 turnback, and again Amy will provide the answer for that.

MS. MIKHAILA:  Yes, I can confirm that the M12 Dawn to Kirkwall turn back was used as a permanent shift for PDO customers from Parkway to Dawn.

MR. STEVENS:  Now turning to Staff 3, the question is confirming whether Enbridge Gas intends to adjust its energy retail service charges effective January 1, 2020, to reflect inflation changes, and Anton will answer that.

MR. KACICNIK:  Yes, we are planning to update the energy retail charges using the inflation factor that the Board posted on their website.  We are using GDP IPI.  We are using that number to two decimals.  I see that on the Board website, it's posted as 1.6.  When it's calculated to two decimals, it's 1.61 percent and that's what we are planning to the use to update those charges.

MR. VIRANEY:  Are you going to update those charges in this application, Phase 1?

MR. KACICNIK:  Yes, we will.

MR. VIRANEY:  Are you going to provide updated schedules or changes in retail service charges?

MR. KACICNIK:  Yes, we will provide the new draft rate order package because we not only will have update the retail energy charges, but we will recalculate all of the rates for GDP IPI of 1.61 versus 1.66 that we used in our pre-filed evidence.

MR. VIRANEY:  This is for all the -- you are talking about distribution rates now?

MR. KACICNIK:  Correct.  Any rates that are subject to price cap escalation, everything will be updated using the latest GDP IPI number of 1.61 percent.

MR. VIRANEY:  Okay, thank you.

MR. KACICNIK:  We also address that in -- you'll see it's a written response as part of this package.  You will see what happened, and what we are proposing to do.

MR. STEVENS:  Just to fill out the record on the retail service charges, as everybody knows, we're heading into a settlement conference for the balance of this week. Assuming that a settlement is reached, Enbridge Gas intends to attach updated draft rate order packages to the settlement agreement.  Within the updated draft rate order packages, you will see the updates to the retail service charges.  And as Anton says, they'll reflect the inflationary change.

MR. VIRANEY:  Thanks.
LPMA Questions:

MR. STEVENS:  So I expect Anton has stolen some of the thunder for the next question, but we are move on to LPMA number 1, now.  There is a written response that is marked as Exhibit KT1.2, and it shows the differences between the GDP IPI (FDD) published on the OEB website in late October, versus the equivalent figures that were included within the Enbridge Gas phase 1 rate application.  And Gilmer can speak briefly to the reason for the differences in those numbers.

MR. BASHUALDO:  Thank you, Dave.  When we prepared the evidence, we grabbed the available BCI data at the Stats Canada website by mid-March, I would say, because the release date was on March 1st.  And the numbers we have seen then and when we compare those numbers against what has been published by the OEB, Q2 and Q3 figures has been revised.  Therefore, the annual percent change also has changed.

MR. STEVENS:  As Anton indicated in the response to Staff 3, Enbridge is open to updating its calculation of the PCI based upon a 1.61 GDP IPI figure rather than the as-filed 1.66.

MS. GIRVAN:  David, I just have a question.  Is this what the Board told you to do in the decision?  I can't remember.

MR. STEVENS:  The Board simply indicated what inflation factors should be used.  The difference between what we filed and what is included in the Board's publication for electrics from the end of October is simply based on the fact that Stats Can updated its own numbers in the interim between when Enbridge Gas accessed the data and when -- as compared to when the OEB accessed the data.  The change is simply because Stats Can retroactively changed some of its figures for 2018.

MS. GIRVAN:  Yes, sorry, I just was -- my question was really did the Board say use its annual number or not?

MR. STEVENS:  No, it didn't --


MS. GIRVAN:  Okay.  It didn't specify that?

MR. STEVENS:  No, the Board was simply pointing to the StatsCan numbers.

MR. QUINN:  Sorry, David, it's Dwayne.  You said open to or are going to?

MR. STEVENS:  I said open to.  I mean, there is always a question about updating, Dwayne, as to whether you update one thing, you update everything, whether -- I mean, updates can go either way, so does updating this year imply that the very most recent figures will be used every year and are ratepayers comfortable with that idea.  So that's why I indicated we are open to changing if that's something that all parties believe is appropriate here.

MR. QUINN:  Okay, well, I just thought when Anton answered he was telling Board Staff that they were going to put in a revised draft rate order.

MR. STEVENS:  I am not correcting Anton except to suggest that it's probably presumptuous on our part to assume that that's okay with everybody at this stage.

MR. QUINN:  Okay.

MR. RICHLER:  Any other follow-up questions on KT1.2?

MR. VIRANEY:  The retail service charges is not something you are open to?  You are going to do that?

MR. STEVENS:  The only variation there, Khalil, would be whether we used 1.61 or 1.66.

MR. STEVENS:  Seeing no follow-up questions, I will move on to LPMA Number 2.  I believe Amy's answered much of this question around the impact of average use on Union rate zones, bill changes, and rate changes.  However, I am not sure -- there may be a little bit more to add for 2B.

MS. MIKHAILA:  Just in response to 2A, I did provide the impact of the average use on the rate 10 and M2 bill impact, but I would just also like to point out that there is also another contributing factor to rate M2, and that is the change in DSM unit rates is also impacting the decrease in bill there.

And in response to 2B, what's driving the bill impact reductions for M7 and M9, I can confirm that for M7 the driver in the bill reduction there is the decrease in the DSM unit rate for pass-through of DSM costs and for M9 the bill decrease is driven by decrease in the PDO unit rate for pass-through PDO unit costs.

MR. STEVENS:  Thank you.  So now moving on to LPMA Number 3.  3A was answered as part of KT1.1.  3B asks for information about the Enbridge Gas Distribution rate zone degree-day methodologies and calculations.

At Exhibit KT1.3 Enbridge Gas has produced equivalent evidence to what was provided for the Enbridge Gas Distribution legacy utility during the custom IR rate term.

And what that evidence does is it sets out with 2020 values the derivation and explanation of the degree-day forecasts for the various weather zones in the Enbridge Gas Distribution legacy utility.

There's a bunch of information in there, so of course we're open to answering questions after the break should people want a bit of time to absorb it.

And then in a similar vein, LPMA 4 asked for data around degree days for the Union -- legacy Union rate zones.  Exhibit KT1.4 sets out the requested information.  And again, we'd certainly be happy to answer questions once people have had an opportunity to absorb that information.
Energy Probe Questions:

Now I am going to turn to the Energy Probe questions.  The first Energy Probe question asks questions around average-use forecast and heating degree-day forecast.  The answers to those questions are set out in the exhibits that we have just talked about, specifically I think KT1.1 and KT1.3.

MR. QUINN:  Sorry, David, this is a somewhat novel approach, so some of us are trying to keep up.  I am interested in KT1.4, in that I am reading the 30-year average for the Union South rate zone in column 2, and somehow the average only starts in 2018, where my experience would suggest that that 30-year average was available for many previous years because it was the original methodology to heating degree days in the past.

Where is the data from the previous 30-year averages, from 2017 and previous?

MR. STEVENS:  I believe Gilmer will answer the question.

MR. BASHUALDO:  The data is available, and we can include it.  But the answer to the question was to provide the data that we use to calculate the 2020 weather normal.  For that reason, we have data, and we are showing those data to answer the question.

Yes, the data is available for prior years, but they are not a factor for the 2020 normal weather production.

MR. QUINN:  They may not be a factor required for that calculation, but it's helpful to have the history to see the trend that obviously has been in place 20 year and blending with the 30-year has been in place some time, but it is also helpful to see the trend, so if the company can provide that information that will be helpful also.

MR. STEVENS:  I guess we are just struggling to understand how the 30-year average data from years prior will inform the determination on Phase 1 of the 2020 rates.

MR. QUINN:  It will not impact the determination for the 2020, David, it's helpful for us to see this over time.  Obviously there's a lot of discussion, and I believe 2003, 063, where in the 20-year declining trend was proposed by Union at the time, the Board said let's split the two methodologies.

It's interesting for us to be able to track over time what the two methodologies are coming up with and, who knows, at the time of rebasing, there may be a different application by Union and at least we would have the data to see the trend.

So I am just trying to look for completeness of data here.

MR. STEVENS:  We will certainly be prepared and able to provide all that information at rebasing when either a new methodology is proposed, or a new methodology is not proposed.

Again, we are just struggling to understand how it fits into this mechanical application of the PCI and IRM rate adjustments for 2020 rates.

MR. SHEPHERD:  Dwayne, it's Jay.  David, nobody is asking you to admit that it's relevant.  You have the information; why don't you just provide it?  It's not a big controversy.

MR. STEVENS:  Do you have any sense, Gilmer, of how long it would take to pull together that information?

MR. BASHUALDO:  Yes, it's not that complicated.  We can provide it by the end of day.

MR. STEVENS:  Okay, we will make best efforts to provide it as soon as we can.

MR. SHEPHERD:  Thanks a lot.

MR. QUINN:  Thank you David.  Thank you, Jay.

MR. RICHLER:  Just for the record, we will call that undertaking JT1.1 and it's to make best efforts to provide end of day the 30-year average numbers for years prior to 2018, and this is in reference to Exhibit KT1.4.
UNDERTAKING NO. JT1.1:  WITH REFERENCE TO EXHIBIT KT1.4, TO MAKE BEST EFFORTS TO PROVIDE END OF DAY THE 30-YEAR AVERAGE NUMBERS FOR YEARS PRIOR TO 2018


MR. STEVENS:  And specifically page 2 of 5, I believe.

MR. QUINN:  It's page 2 of 5, but also 4 of 5 as the Union North rate zone.

MR. STEVENS:  Right, thank you.

DR. HIGGIN:  I have a question.  Can I have a -- thank you, Roger Higgin.  Could you just look at -- I believe this is KT1.3, table 5, and I am going to ask your statistical expert here, since I only do statistics 101, to tell me what does this result say to you in terms of this particular coefficient, the standard error and the F statistic?

MR. BASHUALDO:  The standard error is a measure of the residual variance in average; in other words, by how much in average, without considering the sign positive or negative, the error of the predictive relative to the actuals varies to actuals.  That standard error is true for about 60 to 65 percent of the cases to a standard error would be true for more than 90 percent of the cases.

The T statistics are stats to validate or to assist the significance of the variables.

These statistics and the probability, they both are both complementary type of indicators.  The model or the equation should provide probability of greater than .05 in each driver.  In this case, one of them shows that.

The R-squared indicates at what level the model as a whole -- and this is also for similar interpretation for the F stats, the model as a whole, how much of the total variance is -- total variance of the actual data has been explained by the model.

DR. HIGGIN:  Now, if I was to look at this result, what would I conclude, or what should you conclude in terms of what the model is predicting, how good it's doing the prediction?

MR. BASHUALDO:  The model -- well, if we base the interpretation only by following these stats, I would say it predicts, but there are higher variability on the prediction.

DR. HIGGIN:  The standard error, just dealing with that number, is very, very high and the R-squared is very low.

MR. BASHUALDO:  Correct.

DR. HIGGIN:  This model is not something that most people would think was doing reasonable predictions with those statistics, correct?

MR. BASHUALDO:  We may assess or compare the effectiveness of this model against the other models.

DR. HIGGIN:  Yes, I understand.

MR. BASHUALDO:  And we did that in the 2018 proceedings.  We compared against -- I believe it was 12, I don't remember the exact number of models we presented -- and we looked at those stats and others and compared them all.  And this model in particular for that region performed better than the others.

So I would say if we look at the performance of the model individually based on those indicators, yes, it's correct what you are saying.  But when we compare that model against the other models available, this is better.

DR. HIGGIN:  So they are all bad?  Is that a yes?

MR. BASHUALDO:  They all are good tools that we use to predict the future.

DR. HIGGIN:  Thank you for that little lesson in statistics 101.  But I think I still are the same conclusion at the end of it.  Thank you.

MR. STEVENS:  Next turning to Energy Probe Number 2, the request was to update average use tables provided in the 2019 rate case.  And I believe the reference should have been JT1.14 rather than 1.4.

DR. HIGGIN:  Yes, that was probably a typo, sorry.

MR. STEVENS:  We have provided that.  It's found at Exhibit KT1.5.

And then finally from the Energy Probe questions, Energy Probe number 3 asks about indirect overhead costs capitalized included within the Enbridge Gas Windsor pipeline project.  And Anton is going to answer this question.

MR. KACICNIK:  Thank you, David.  I will address the double recovery.  But first, it's worthwhile to remind ourselves what the Board said about this issue or subject topic in the decision and order for 2019 rates.  So I will ask Stephanie to bring it up, EB-2018-0305, and page 29.

So it may not work with connectivity, so I will just read it into the transcript.  There is the topic of indirect overheads and the Board stated:
"The OEB approves the inclusion of indirect overheads in the ICM project costs.  The OEB accepts Enbridge Gas explanation and the ICM funding request is based on a fully burdened cost like a leave to construct application."


So the Board is supporting inclusion of indirect overheads to make capital costs fully burdened.  As you know, all of our rates are designed on a fully allocated basis, and so should the ICM rates.

In terms of double recovery, it's best to look how ICM, incremental capital module threshold is derived.  So ICM threshold is derived using base rates.  It gives us a certain value of in-service capital for the test year the base rates have to support.  So that level of capital is recovered from customers through the base rates.

In case there is in-service capital supported by the asset management plan that's beyond the ICM threshold, that in-service capital is then recovered from customers through ICM rates.  So both sets of rates are charged to customers only once.  Base rates are charged once, ICM rates are charged once, so there is no overlap or no double recovery between the two sets of rates.

MR. LADANYI:  Is that your answer?

MR. KACICNIK:  Yes, it is.

MR. LADANYI:  Okay.  So I can ask my questions now.

So $14.1 million seems to me like a very large number, and when I look at an incremental, you want to charge essentially the ratepayers another $14 million for HR, IT finance, legal costs, and so on, and when I look at -- and I think this must be Union gas cost, or possibly some Enbridge cost, your entire legal department probably doesn't have a budget of more than a million dollars a year, so if you charge more, then you are recovering this twice.

What we're calling base rates, when you actually set base rates two years ago, you recovered in those base rates the entire costs of those departments.  There was no part of finance or HR or IT cut out, and also, you did not know two years ago that the Windsor project would be coming ahead.  There's no way.  Did you know that, that the Windsor project was going to be filed for ICM two years in the future?  You didn't.  So therefore, you could not have separated those costs out.

So the entire -- I am going to put and argue that the entire costs of those departments are entirely in base rates, and if you -- it doesn't matter what kind of policy you follow.  You are going to be recovering twice if you capitalize them.

MR. KACICNIK:  I will leave this to Phase 2 of the proceeding, because clearly, like Phase 2, will deal with asset management plan, in-service capital forecast, we have ICM threshold derivation at that time, and you will have the level of indirect overheads included in the plan, et cetera.  So this really is a Phase 2 type question --


MR. LADANYI:  Because I am going to be asking -- if you are going to be pushing this to Phase 2, I am going to ask for the entire costs of each one of the departments you mentioned, and what is their total annual cost and where are those costs recovered.  So there's no double recovery, so I am going to -- because they cannot be out of scope.  We are talking about a large amount of money which ratepayers are paying twice.  Ratepayers are essentially paying $28 million for something that's only costing maybe 14.

MR. STEVENS:  Thanks, Tom.  We understand the premise of your question and argument and we have explained why we have a different view.  But as Anton indicated at the end, this bears on the determination of the approval, an amount relevant to the ICM requests, and those are part of Phase 2 of this proceeding.  Enbridge Gas is not seeking any relief related to the ICM requests in Phase 1 of the proceeding, and those don't bear upon the IRM rate adjustments that we are looking to have approved in Phase 1 for implementation January 1st.

MR. SHEPHERD:  David, could I ask a follow-up there? For Phase 2, when we get to it, can you go back -- and I am asking whether this is possible -- can you go back to base rates and estimate what the budgets are for these projects -- for these components and how much of them are in the operating costs in base rates and how much are in the capital costs that are in base rates?  This is something you can estimate; right?  Because you have sort of regular average allocations?  Is that right?  Anton?

MR. KITCHEN:  I think we will take a look at what the transcript says around your question.  I am not sure.  I'd need to check with some others back at the office.  But I understand your question.

MR. SHEPHERD:  Where I am going with this, just, as you know, I have been concerned about the same issue that Tom's concerned with, but your answer may be that as we do these ICM projects we are not changing the percentage of these costs that's ending up in capital versus operating, it's just evolving over time, and it's still roughly the same, or it may not be.  And if it's not, then that difference may be an issue.  So the more information you can give us on that, the more we can narrow it down.

MR. STEVENS:  As you know, the Board hasn't yet issued any process for Phase 2 of this proceeding, but we won't be surprised to see interrogatories that bear on these items that you and Tom have raised.

MR. SHEPHERD:  Thanks.

MR. BROPHY:  Just to Jay's point to follow up, having that information prior to heading into Phase 2 would be helpful, and maybe -- I think Anton had indicated this whole line of questioning could be approached in Phase 2.  I guess the concern is that it doesn't fall through the cracks between Phase 1 and Phase 2.  So I think the company is confirming, then, that it wouldn't be scoped out as part of Phase 2, if I am understanding that correctly.

MR. STEVENS:  No, that's correct, Mike.  We are confirming that these are not in scope for Phase 1.  But Phase 2 deals directly with the ICM requests.

MR. SHEPHERD:  Good.

MR. STEVENS:  Can I suggest, Ian, that perhaps it would a good time to take a break before we get to the final two sets of questions so that people have an opportunity to review the written materials that we have sent out?

MR. RICHLER:  That sounds good.  Let's break for 15 minutes, so that will take us to --


MR. QUINN:  Just before Ian -- sorry, again, we are trying to manage this process.  David, are there going to be any evidentiary references or anything for FRPO that I can look at at the break to be responsive?  When Anton was pulling up references, which I understand may be more of a challenge there than here, it's still hard to keep up while the answers are being provided and we are still seeking the reference, so is there anything that you are going to refer to for FRPO that I can pull up and look at ahead of time?

MR. STEVENS:  Anton is signalling to me that for the questions around LRAM he is not planning to specifically refer to evidentiary references.  And for questions 4, 5, and 6, Enbridge's view is that those questions around revenue and costs for the Dawn-Parkway system in 2020 are not relevant to the relief being sought in Phase 1, they are not relevant to the IRM adjustment to rates and specific cost-throughs, and so Enbridge declines to provide the requested information for those questions.

MR. RICHLER:  Okay.  So let's break, and we will resume at eleven o'clock.
--- Recess taken at 10:44 a.m.
--- On resuming at 11:00 a.m.

MR. RICHLER:  Mr. Stevens, back to you.

MR. STEVENS:  Thank you, Ian.  We are in your hands as to whether anybody would like to circle back with questions on the papers we have handed out already and discussed already, or whether you would like us to finish the written questions first.

MR. RICHLER:  Does anyone have any follow-up questions at this point?  Hearing none, I think you should proceed.
FRPO Questions:

MR. STEVENS:  Perfect.  Okay, we will turn now to the FRPO questions, please.

The first three FRPO questions are collected together around the LRAM in the Enbridge Gas Distribution rate zone working papers, and Anton will respond to those questions which are listed as numbers 1, 2 and 3.

MR. KACICNIK:  Thank you, David.  Is Dwayne on the line?  Because he asked these questions, so we may as well check if he is on line.

MR. QUINN:  Thanks for checking, Anton, I'm here.

MR. KACICNIK:  Okay, thank you, Dwayne.  So just in terms of background, our delivery charges are adjusted for price cap index and for general service customers, they are also adjusted for year over year change in average use.  And for contract customers, they are adjusted for year over year change in LRAM, LRAM volumes, and they reflect the forecasted savings associated with DSM programs that the company will deliver to contract customers.

For example, they would have forecasted programs that they plan the deliver to each rate class, and those programs will have volumetric savings associated with them.  And that's what you see in the schedule, schedule 11, page 2.

MR. QUINN:  So what is the source of those forecasts for fully and partially effective volumes?

MR. KACICNIK:  The source is the forecast the DSM group put together for the test years.  So they would say we are planning to deliver this many programs to contract customers, programs are of this and that nature.  It could be boiler retrofit, or building envelope retrofit.

MR. QUINN:  So they are just estimates on a forecast basis.  Are they then actually reviewed, measured and reconciled with the forecast?

MR. KACICNIK:  Yes, they are.  I would use the term that they are audited.  They are audited by a third party auditor that's hired by the Board.  That takes place as part of the annual DSM process where they look into actuals.  So they compare what they plan to deliver versus the programs that they actually delivered.  And each program would have volumetric savings associated with them.  So programs actually delivered times those volumetric savings would then be audited and verified by the third party auditor.

MR. QUINN:  Well, I am not a DSM expert like some people like Jay in the room.  But what I am trying to get at, Anton, is once they are audited, and some of that is for performance and for those aspects of the DSM construct, is there an adjustment?

So using an example, if 100 units were forecast and it was measured at actually only 50 units, now you have put into rates an adjustment for the 100 units, are your rates adjusted to take into account that the real effect was only 50 units and that has been adjusted in your rates before you go ahead and apply more adjustments for the next period?

MR. KACICNIK:  Just like average uses, these LRAM forecast volumes are also subject to a variance account.  So if forecast was 100 units and the actual audited results are 50 units, then the 50 units would go into the variance account and customers would get those monies refunded.  So it works very similar to how average use true up account works.

MR. QUINN:  Okay, that's helpful to understand.  So the last question I have was a cumulative effect.  The cumulative effect notionally would be zero a year, two or three after the results are measured and reconciled?

MR. KACICNIK:  I didn't quite understand what you meant there, Dwayne.

MR. QUINN:  Sorry, it takes some time to do the audit and get the audit numbers approved and such.  And it takes a cycle of a couple or three years after the actual year net/net.  If we cast ourselves back with the adjustment starting in 2014, I was just looking at that as the new generic period.  By the end of the 2020 period and all the DSM audits including the year of 2020, if this adjustment works as designed, the net effect should be zero at the end of 2020.  Is that correct?

MR. KACICNIK:  I would tend to agree with that.  There is about two years' lag between when programs are delivered and when they are audited, so there's about a two-year lag.  We just cleared 2016 DSM related deferral account balances to customers, so I think it's about that.

But just like with average use, the LRAM account serves to make the utility and customers neutral with respect to errors in the forecast.

MR. SHEPHERD:  Dwayne, it's Jay.  The end result, though, isn't it -- because it's allocated in exactly the same way the rate classes as when it's originally done, right?  The adjustment is on a rate class basis?

MR. KACICNIK:  Yes, it would be, yes.

MR. SHEPHERD:  So the end result is that each rate class ends up paying for LRAMVA and for the other for DSMVA and whatever the other one is now called, the actual.  In the end, they pay the actual, right?

MR. KACICNIK:  Yeah, that's right.

MR. SHEPHERD:  Okay, thanks.

MR. QUINN:  That's great, Jay.  I didn't understand it completely and with Anton's confirmation of your answer and my questions, that's great.  So thank you very much.

MR. BROPHY:  Just while we are on LRAM, maybe a quick follow-up question.  I know, Anton, you had mentioned that the last audit that would have been able to do the LRAM true-up, I think you said was 2016, somewhere around there.  Is that correct?

MR. KACICNIK:  Yes, that's the last completed audit.

MR. BROPHY:  So you don't have any audited results after 2016 that you could have put into this equation, so that's not what's driving the change.  But you would have actual throughput results for '17 and '18 obviously, because those years have continued.

So I did notice in -- I can give you the reference in the evidence, but you may not need to pull it up.  It was Exhibit B, tab 1, schedule 1, page 10 indicated that to reduce rate variances associated with pre and post audit results, Enbridge Gas proposes not to adjust 2020 rates for LRAM volumes, as the audit process for 2017 and '18 programs is not yet complete.

So I was trying to reconcile that, saying you'll clear LRAM based on the actuals, as Jay mentioned later, and it looks like you are not making changes.  But then you are asking for changes.  So why wouldn't it be appropriate to just remove the LRAM adjustment from your request and do that true-up when you clear the LRAM, like the statement I just read from your evidence?

MR. KACICNIK:  Mike, that statement related to Union rate zone, so Amy will address it.

MR. BROPHY:  Okay.

MS. MIKHAILA:  Yes, just like the NAC or average use adjustment in rates, which in the EGD rate zone and the Union rate zone have different approved methodologies for making adjustments, that's also the case with LRAM.

For the Union rate zone, we have been adjusting LRAM in rates at the time we have the audited results.  So while in previous years we have made some adjustments on Pre-audit results, but then that creates variances when we get the audit results.  So we are proposing to not make any changes until we have final audited results to make changes to rates for LRAM, and until we have audited results, have the impacts continue to flow through the deferral account.

MR. BROPHY:  So if I understand what you said correctly, the changes you are asking for here in rates due to LRAM are due to the audited results, which I am assuming are the 2016 audited results.

MS. MIKHAILA:  For the Union rate zone we reflected the 2016 audited results in 2019 rates, and we have no further information on DSM audit results, so we have made no adjustment for LRAM in the Union rate zones.

MR. BROPHY:  Okay.  So in the request for approval of LRAM lost revenue adjustment mechanism changes for the contract market, you are not actually requesting any changes then related to that --


MS. MIKHAILA:  No, no changes for the Union rate zone.

MS. GIRVAN:  Amy, could I just interject?  When do you expect the final audit results for '17 and '18?

MS. MIKHAILA:  I am not a DSM expert, but I believe in 2020, early 2020 --


MS. GIRVAN:  Jay, do you know?

MR. SHEPHERD:  When will the audit be done?

MS. GIRVAN:  Of '17 and '18, yeah.

MR. SHEPHERD:  The '17 and '18 are being done together to catch up, and we expect the report in December, which means that the application by the company will be in the spring and it will be cleared, I don't know, June.  That's what I am sort of expecting, or July, yeah, okay.

MR. BRETT:  Okay, thank you.

MR. QUINN:  Mike, are you finished your questions?

MR. BROPHY:  Yeah, no, that was -- it was just to clarify, because in the request for approval they had indicated in -- they were looking for pass-through of routine gas costs, upstream transportation costs, demand side management cost changes, and lost revenue adjustment mechanisms, and I think the company just confirmed that the lost revenue adjustment mechanisms aren't part of the request.  That's what I heard.

MS. MIKHAILA:  I will clarify.  For the EGD rate zone there is an LRAM adjustment and for the Union rate zone there is no LRAM adjustment.

MR. QUINN:  Okay.  I get that, but I want to get back to my question with Anton, because I understand now the deferral account should net out the adjustments that are made as a result of a projection of LRAM on a forecast basis.

But my question originally, and I think what stuck with me, is does the rate get adjusted?  So if 100 units forecast resulted in a 2 percent increase in rates, then it only gets recognized as 50 units, and so there's an adjustment of deferral account disposition to keep the customer whole, and -- but the rate would only have gone up 1 percent.

Does Enbridge then make an adjustment to that rate to take into account the fact that they overshot the forecast, that the forecasted lower consumption, therefore a high rate, the rate went up 2 percent, it should have only gone up 1 percent, does Enbridge somehow go back and readjust the rate back that 1 percent as a basis for making its next rate or does it just have a cumulative effect over time?

MR. KACICNIK:  Perhaps this example will help, Dwayne.  Let's assume that LRAM volumes are 100 units and the rate is $1.  Right?  So we would reduce volumes for contract customers by 100 units, which would be worth $100.  So if actual delivered savings are then 50 units, which is worth $50, we would multiply the difference of 50 units times $1 again and customers would be refunded $50.

So it's being -- customers and the utility are being kept neutral in that way.  Like, you use percent impacts in your example.  It's better to use volumes and unit rates.

MR. QUINN:  I get that.  But what I was trying to get to, Anton, is the rate change.  So you have got a base rate of, you used the one dollar.  If the rate was $1.10 based upon the forecast that you are going to have savings you needed to charge $1.10, you've done that adjustment of giving back the money because you overshot, but the rate should have been $1.05 if you had perfect foresight.

Do you know roll back the $1.05 or do you take the $1.10 and start adding adjustments for the next rate period on $1.10 when $1.10 isn't the real rate?

MR. KACICNIK:  The balance for the variance account is calculated using the Board-approved rate for the year in question.  So in this example would be $1.10.  So the 50 units would be multiplied by $1.10, and that would go into the variance account to be refunded to customers.

MR. QUINN:  And I guess the deferral account variance is trying to make up for the difference between forecast and actual, but do you adjust the rate?  Because you're always forecasting savings.  If the savings don't materialize, your rate is based upon what your original costs, whenever you did your rebasing, and adjustments that happen over time.  But this discrete adjustment for forecasted DSM savings seems to be reconciled from a monetary basis as to what happened in the year, but the rate would still -- your rate for that period, the Board-approved rate was $1.10, and if you make an adjustment for the next period that says, you know, there's going to be another forecast savings, you are starting with $1.10 as the rate as opposed to the $1.05, which would really reflect the actual result of what savings were actually realized in that year.

MR. KACICNIK:  Dwayne, we never go back and adjust rates based on this.  As you know, once the Board issues their decision and order rates are final.  However, if you have further LRAM forecasts, then the rate goes to $1.20 the next year, then a higher rate is used to true up the difference between forecasts and actual.

MR. QUINN:  Okay, so this is a follow-up question.  What we would like to know, then, is what those forecasted savings were, the adjustments that were made, and the resulting rates over the periods from 2014 until whenever, I guess sounds like through 2016.  At least we will see a three-year effect to see what happened in that period of time.  Can that be provided?

MR. STEVENS:  I wonder, Dwayne, whether we are maybe slightly talking at cross-purposes here.  As I understand the LRAM adjustment, it's treated as a Y factor each year, and so if you pick a year, say 2019, in 2019 for the Enbridge Gas Distribution rate zone we saw an LRAM adjustment.  At some time in the future there will be a true-up of that LRAM adjustment to make sure that both the company and ratepayers are kept whole.

And when we then move to 2020 rates we have a new Y factor adjustment, so we remove the 2019 LRAM adjustment and then we insert in its place the 2020 LRAM adjustment.  And the 2020 LRAM forecast will have been put together based on everything that's known up to that time.

MR. QUINN:  So the important thing you said is you remove the 2019 adjustment.  That goes back to the base rate of whatever it was in 2014 or -- I know there's going to be some cumulative effect of inflationary changes, but you are going back to your original rate --


MR. STEVENS:  That's right.  In general, the way that the rates are set is that the base rate is adjusted each year by the PCI, and then on to that the company layers the Y factor adjustments, and each --


MR. QUINN:  Y factor adjustments.

MR. STEVENS:  The Y factor adjustments for a given year are based on information for that year.

MR. QUINN:  So in this case specifically you remove any forecasted DSM adjustment based on forecasted savings and you start from scratch again with making your new forecast for the next period, and you use that as your adjustment factor?

MR. KACICNIK:  Yes, that's correct.  And the variance account serves so that the customers only pay once the variance account is clear what they should have paid in the first place if the forecast was the same as actuals, but you get the money through the variance account.

MR. QUINN:  Okay, and so, Anton, in hearing David's answer, which in my hearing of it was different from yours, the actual rate is adjusted, because you roll back the adjustment from the last year before you apply the adjustment for the forecast year.  Do I have that right?

MR. KACICNIK:  Well, the rates would reflect removal of the prior year Y factor and replacing it with the new test year Y factor.

MR. QUINN:  Okay.  I think I am caught up now.  Thank you, David, and I appreciate your answers, Anton, I think I am satisfied.  I don't need to have that cumulative effect for the three years because it should adjust itself accordingly.  So thank you.

MR. KACICNIK:  You're welcome.

MR. RICHLER:  Any other questions on LRAM?

MR. STEVENS:  So next before the break, I indicated the reasons why Enbridge Gas declines to provide the response to FRPO 4, 5, and 6.

DR. HIGGIN:  Can I follow up on that, please?  If you go back and let's look at schedule 14 in the evidence, please.  I think I would be asking this question.  So if you look at the schedule --


MR. STEVENS:  Sorry, Roger, we are still trying to catch up with the evidence.

DR. HIGGIN:  -- and there's a number of pages of course in that.  It's schedule 14, working papers schedule 14, D for Union, D Union.

MR. STEVENS:  Okay, we have that, thank you.

DR. HIGGIN:  Okay.  So let's look at any one of the schedules for any of the projects, okay.  Let's pick one where there is no incremental revenue in 2020; it could be any one of them.  There's four that do not have listed shown incremental revenue, even though there is a line in the schedule.

So I said I would like to know what that number is, and the derivation from that number.

So this follows up from Dwayne.  I think this is data you should have.  You are making adjustments to MC, MX, whatever else, but I think for us to know at a high level what the actual revenue adjustment for each of those projects would be a reasonable request.

MS. MIKHAILA:  Yes, I can provide the calculation of the current year revenue on projects where we have adjusted the M12 and C1 billing units for those projects.

DR. HIGGIN:  Can you provide a small explanation, if there is one, with respect to which rates are contributing to that revenue?  That would be an assist, if you can add an explanatory note to show that.

MS. MIKHAILA:  Yes, we can do that.

DR. HIGGIN:  Thank you.

MR. RICHLER:  That is undertaking JT1.2.
UNDERTAKING NO. JT1.2:  TO EXPLAIN WHICH RATES ARE CONTRIBUTING TO THE INCREMENTAL REVENUE INDICATED


MR. QUINN:  First off, thank you, Roger.  I still was trying to find the pages you were looking at.  What page were you looking at?  There's ten pages in schedule 10.

DR. HIGGIN:  Yes, you can pick any of the pages where -- there's four projects that say they do have incremental revenue, Dwayne.  They are Brantford-Kirkwall/Parkway D, Hamilton-Milton, Lobo D/ Bright C/ Dawn H compressors and Panhandle reinforcement.  Those are the four that indicate there is incremental 2020 revenue.

MR. QUINN:  Right.  So those are -- I am looking at page 3 now of that schedule.

DR. HIGGIN:  And you see there is a blank line in every schedule.

MS. MIKHAILA:  Previously, we had included the calculation from when the project was originally brought forward using the rates in that year.  But we don't actually make any adjust each year for that revenue because it has been made in past years.  In past years, we have adjusted the M12 billing units to reflect that revenue.

So as part of this IRM, we are not -- we are not making any new changes and we had to remove that, those calculations from the schedules.  But I can provide it.

DR. HIGGIN:  Thank you.

MR. QUINN:  Sorry, I am looking at working paper schedule 14, page 3.

DR. HIGGIN:  Yeah, okay.

MR. STEVENS:  And I believe, Dwayne, that the schedules that Roger has been referring to are immediately behind that, for example, page 4, where it's talking about a specific project revenue requirement.

DR. HIGGIN:  Yes, Dwayne, that's it.  Just the four projects that I listed, the incremental revenue, I just would be interested to know how much of that incremental revenue is, that's all.

MR. QUINN:  Well, yes.  So if you would attach the units to that revenue, that would be helpful.  But I am still on page 3 and there are adjustments for the 2016-2017 expansions and so on.

These adjustments, Amy, that's what you are referring to?  You had forecasted these adjustments in the respective rate categories previously?  Did I hear that right?

MS. MIKHAILA:  No, I think in response to Dr. Higgin, he is referring to the fact when we had prepared the revenue requirement for the capital pass through projects in previous years, we had included an incremental project revenue dollar amount within the schedules for purposes of the leave to construct to show the net impact.

Those billing unit adjustments were made as part of Union's past IRM, and we are no longer making additional changes.  And as noted in note 6 to, for example, page 5 of 10, I haven't provided the dollar amount.  But I have indicated that the incremental project revenue is reflected in rates through an increase to M12 and C1 billing units.

I just have not provided the dollar amount because there's no adjustment made in this application for that revenue, no incremental adjustment made; it's already been reflected.

MR. QUINN:  But those adjustments would in fact impact other in franchise rates, would they not?

MS. MIKHAILA:  No, I am not sure what you're referring to.

MR. QUINN:  You have adjusted revenue with the addition of assets, Dawn-Parkway assets, we will be specific.  You have adjusted the rates in the M12 category obviously.  But an M1 or M2 customer, their rates are being adjusted, as allocations of those costs from that Dawn-Parkway project are allocated to them also.

MS. MIKHAILA:  Yes.  So when we allocated the project costs to rate classes in our cost study, we did add the incremental billing units to the allocator, which did impact the in franchised allocation of costs.  But that has been reflected in the numbers allocated to each rate class in these schedules.

MR. QUINN:  I don't want to hold things up; I hear David wants to keep things moving.  I want to reserve on this and come back to it potentially later, because I need to think this through.

In light of the refusal to provide the simple data that you have, I need to understand these answers that Amy is giving in context because as much as there is some desire to be expedient in this process, I think we also need to make sure we have questions answered.

So I will reserve for now.
City of Kitchener Questions:

MR. STEVENS:  Thank you, Dwayne.  So that takes us to the questions from Kitchener.  In partial response to the questions that Kitchener has provided, Enbridge Gas has prepared two documents, which can be found at KT1.6 and KT1.7.  And Amy will speak to each of the questions that have been asked from Kitchener.

MS. MIKHAILA:  So in response to Kitchener 1, they have asked for percentage increase of the pass-through costs as a percentage of base rates, and I have provided that in Exhibit K1.6, column D.

MR. CHATTERJEE:  This is Jaya Chatterjee.  I have a follow-up question in that.  It refers couple of -- under the notes it refers number of exhibits and tables.  Can you please provide the calculation that show up the build-up of the allocated cost, including the allocators and source data components used to determine allocation?

MS. MIKHAILA:  Yes, I have provided that at Exhibit K1.6, page 2.  In this exhibit I have provided in column A and B the allocators for both the PDO costs and the 2019 ICM costs.  So column A and B reflect the two different allocators for those different costs.  And in column C it reflects the allocation of total costs to rate T1, rate T2, rate T3, and I have just lumped everyone else as other, because Kitchener was specifically just asking about the comparison to T1 and T2.

But column C is mathematically each rate class's demand as a percent of the total multiplied by the total costs, the total demand costs of PDO and ICM.

In column D I have provided the annual forecast that is used to derive the unit rate, and in column F is mathematically the costs divided by the annual forecast to derive their rate.  In column E I have provided just for interest, and I think in -- to make some of the unit rates understandable, I have provided the annual forecast divided by 12 to reflect just an average monthly forecast.

And Jaya, I think this may answer your question on why the T3 rate for PDO is higher than T1 and T2, and I think that you can see that in comparison to -- if you compare column E with column A, column A is each rate class's design-day demands on the Dawn Parkway system, where column E is an estimate of the average contract demand for the rate class.

So you can see Kitchener's contract demand is similar to their design-day demands on Dawn Parkway, because 100 percent of their demands are on that transmission system, where for rate T1 and T2 the contract demand is greater than the demands on the Dawn Parkway system because those rate classes have demands on other transmission systems like the Sarnia industrial line and the Panhandle system, so that results in a higher unit rate for PDO for T3 than other rate classes.

I can compare that with the 2019 ICM unit rate, which is somewhat more consistent across the three rate classes, and that's because the allocation of ICM costs uses total design-day demands of each rate class, which we refer to as other transmission design-day demands.

In that case the demands -- the other transmission design-day demands are more comparable to the monthly average contract demand of each rate class, which makes the unit rates more comparable.

MR. CHATTERJEE:  So as you have referred Table 2, page 2, you just referred column A and column B.  So if you see the monthly demand charge for -- under column A for T3 it shows 2.527 million cubic metres and under column B it shows as 2.501 million cubic metres, compared to column E, which is contract demand that's 2.350 million cubic metres.

Can you clarify the difference between all the different design-day demand that's being used?

MS. MIKHAILA:  Yes, so the difference in column A of 2527 and column B of 2501 is a difference between 2019 and 2020.  But the difference between design-day demands in column A and B and column -- the contract demand in column E is just that, it's the design-day demands our system planning group uses are reflected in column A and B, which is different than the amount of contract demand the City of Kitchener has contracted for.

MR. CHATTERJEE:  So on what basis it has gone up or has there been any discussion or -- like, why there is a higher demand -- design-day demand that's been allocated?

MS. MIKHAILA:  I don't have those details, but it is using the design-day demand models of our -- of the planning group.  And I think from my understanding you look at actual use on each day of the winter and look at and forecast what capacity is necessary on the system to reserve for those rate classes.

MR. CHATTERJEE:  So does that mean every year those design-day demand is changing?

MS. MIKHAILA:  Yes, the design-day demand changes every year based on the most recent data.

MR. CHATTERJEE:  So can you just help me understand the difference between -- like, I am still having a challenge to understand between the A and B, why they are different?

MS. MIKHAILA:  One is 2019.  ICM was derived in 2019 and used the design-day demand forecast at that time.  And PDO has been updated to reflect the 2020 forecast.  And as I look at it, I realize the column B says 2020 forecast, and that's not correct.  It was the 2019 forecast used to derive the ICM unit rates last year.

MR. CHATTERJEE:  Yeah, that's the biggest confusion I had.  Like, both said 2020 forecast, and it had -- one was Dawn Parkway design day and other transmission design day, and it doesn't make sense to have a different design-day demand for the same year.

MS. MIKHAILA:  Yes, sorry about that, that's a mistake on my part.

MR. CHATTERJEE:  I will try to digest this information and will reserve the right if we have any further questions.

MS. MIKHAILA:  So I think that answers question 1 and 2 of Kitchener.  They have also asked for some information on the T3 monthly charge, as well as the T3 transportation fuel ratios, and in particular the fuel ratios compared to T1 and T2.  And I have provided a reconciliation of the 2019 rate to the 2020 rate for both of those items in Exhibit K1.7.

MR. CHATTERJEE:  So to follow up on that, can you please provide monthly charge breakdown for T1, T2 in addition to what you have provided for T3?

MS. MIKHAILA:  Just the reconciliation between 2019 and 2020?

MR. CHATTERJEE:  Yes.

MS. MIKHAILA:  Yes, I can do that.

MR. RICHLER:  We will call that Undertaking JT1.3.
UNDERTAKING NO. JT1.3:  TO PROVIDE THE MONTHLY CHARGE BREAKDOWN FOR T1, T2 IN ADDITION TO WHAT'S BEEN PROVIDED FOR T3.

MR. RICHLER:  Did you have any other questions, Ms. Chatterjee?

MR. CHATTERJEE:  Not at this point in time.

MR. RICHLER:  Does anyone else have any follow-up questions on these Kitchener questions?

Mr. Stevens, I think that covers all of the written questions that were submitted in advance.  Is that right?

MR. STEVENS:  That's correct.

MR. RICHLER:  Does anyone else, either in the room or on the line, have any follow-up questions?

MR. GARNER:  I do.  I have three specific questions that we didn't provide in advance, and they are nothing to do with any of this stuff.  They are all to do with an issue about E-billing and you may have to look into it.  It is something that has arisen with my client.

Can you confirm for both -- I am talking about both Union and Enbridge zones.  Can you confirm with me that it remains an option of the customer to go onto E-billing?  Can you confirm to me that customers are not moved onto E-billing without the customer actively making the choice to move to E-billing?  And can you confirm to me that there is no change, as of January 1st of this year, to require customers to move onto E-billing?

MR. STEVENS:  We can certainly look into that and provide you the answers, Mark.

MR. GARNER:  Thank you.

MR. RICHLER:  That's JT1.4.
UNDERTAKING NO. JT1.4:  (A) TO CONFIRM THE CUSTOMER OPTION TO GO ON E-BILLING; (B) TO CONFIRM THAT CUSTOMERS ARE NOT MOVED ONTO E-BILLING WITHOUT THE CUSTOMER ACTIVELY MAKING THE CHOICE TO MOVE TO E-BILLING; (C) TO CONFIRM THERE IS NO CHANGE, AS OF JANUARY 1ST THIS YEAR, TO REQUIRE CUSTOMERS TO MOVE ONTO E-BILLING; (D) TO CONFIRM THERE'S NO MONTHLY CHARGE DIFFERENCE FOR A CUSTOMER ON E-BILLING VERSUS PAPER BILLING.


MR. GARNER:  Sorry, just one other one.  Can you confirm there's no monthly charge difference for a customer on E-billing versus paper billing?  Thank you.

MR. RICHLER:  So that will be included in JT1.4.

MR. KACICNIK:  This last one we can confirm right now.  There is no change.

MR. GARNER:  So for both rate zones, there's no monthly bill difference between being on an e-bill or on a paper bill?

MR. KACICNIK:  That's right.

MR. GARNER:  Thank you.

MR. RICHLER:  Mr. Viraney, I think you had some questions.

MR. VIRANEY:  Yeah, I have a couple of questions.  One is on Exhibit KT1.3, page 4, and I am looking at the model results for the central 20-year trend.  I am just trying to figure out what the model is saying, specifically in respect of what the R-squared is and whether the results are valid, or how they should be viewed.

MR. BASHUALDO:  The R-squared, as I explained previously, is an indicator on how the model captures the total variation of the actual data.  A good model will show a higher R-squared, closer to 1.  Also, if we look at this result individually, yes, we can conclude that this model is not performing good.

But if we compare this result against other models, other options, and also we need to compare and as we did in 2018, we compare for symmetry, accuracy, stability, and we rank them.  This particular model for this rate -- for this region, central, performed best than the other.

MR. VIRANEY:  But I am wondering, what can be worse than an R-squared of 0.001?

MR. BASHUALDO:  It's just the result of the formal application.

MR. VIRANEY:  You are saying compared to other models, so I am trying to understand what can be worse than 0.001.

MR. BASHUALDO:  I need to go back and refresh my memory on the particular formula that produces the R-squared.

MR. VIRANEY:  Because I kind of have -- I have probably never seen an R-squared of 0.001.  Even if you take variables that are totally not related, you will get some result better than 0.001.  So I am kind of really confused.

MR. BASHUALDO:  Again, the interpretation of that stat is to say at what level the model captures the variance of the actual data.

MR. VIRANEY:  So in your opinion, what variance does the model capture?

MR. BASHUALDO:  Could you repeat your question, please?

MR. VIRANEY:  You are saying that an R-squared basically tells me what the model captures in terms of variance.  So in your opinion, the R-squared of 0.001, what kind of variance does it capture?

Basically, it is telling me that 99 -- this model cannot predict 99.99 percent of the variance.  That's what it's telling me.

MR. BASHUALDO:  That would be one way to look at it.  But again, we need to see the comparison of this model relative to the other models available, and in conjunction of all those indicators, the conclusion is that this model performs better than the others.

MR. GARNER:  But I don't understand that.  That's actually not true, correct?  When a model is useless, a model is useless.  And your F statistic is zero.

So the point really isn't it if you have a model that explains nothing, it may be better than everything Else.  But that means you have no models that produce any valid results.

So that's why I think why we are confused, right.  The model produces no value -- your F statistic is so small as to basically show you the variability when the group mean is large, right.

So if you look at that, it basically says that your model is -- if you were in university, it would be thrown out and said go doing something else because this doesn't show you anything, right?

MR. BASHUALDO:  Again, the assessment of the model cannot be reduced to look at one single stat --


MR. GARNER:  I am not looking at one single stat.  I am looking at the F statistic and the R-squared, and they are both showing overall your model has no explanatory value.  That's what those statistics actually say, right?

MR. BASHUALDO:  They explanatory -- sorry, I will say this again.  If we look at the trend variable at the T stat of that, we see that it's .11; the constant has 35 T stat.  So I would say the model basically is predicting a constant number, right.

MR. STEVENS:  Would it be helpful if we were to just do a little bit more investigation, and see if we can provide any more context to these results?  I mean, without -- without undertaking, that we will find anything to at least do the investigation to provide a little bit more information.

MR. VIRANEY:  The only confusion is that the witness is not willing to accept that this is a bad model, and that's where the confusion is.  Normally, an R-squared of 0.001 is telling you that the model cannot predict 99.99 percent of the variance.

MR. STEVENS:  I understand the point that you are making, and we will see if we can find any more context.  I mean, underlying it all is our -- the direction to the utility to continue using the models that exist.  And we understand why this would peak people's interest, but we don't view it as something that it's open to us to change at the moment.

MR. VIRANEY:  Okay.

MR. RICHLER:  So we will call that undertaking JT1.5, to do some further investigations into this.
UNDERTAKING NO. JT1.5:  TO PROVIDE FURTHER INFORMATION AND CONTEXT ABOUT THE TREND VARIABLE AT THE T STAT PREDICTION MODEL.


MR. VIRANEY:  The other question I have is about deferral and variance accounts.  You hav4e requested in your application continuation of deferral and variance accounts, and the question I have is are you changing any of the deferral and variance accounts?

MR. STEVENS:  The short answer is other than what's described in the evidence, no.  The PTUVA on the Enbridge Gas Distribution rate zone is being discontinued; it's not needed anymore.

Other than that, the accounts are continuing as in the past.  We understand the Board would like a new accounting order issued each year, so that's why the materials included.

MR. VIRANEY:  I am not sure -- basically, your accounts don't have a sunset date.  So basically, the accounts would continue until the Board says so, unless it changes something or closes the account.

Why would you need an accounting order every year when the accounts have no sunset date?

MR. STEVENS:  It may be there's a difference in understanding on the utility's part.  The utility, I believe, has understood an expectation from the Board to have an accounting order issued etch year.

I take your point that there's nothing changed -- now, I should point out, to be clear, that there are a few changes from what was filed to the descriptions of accounts, because those changes were made in the 2019 accounting order, and so Enbridge would expect that the descriptions in the account in the 2020 accounting order will align with what the Board approved in 2019.

So there's a few discrete changes from what Enbridge filed in this case.  But Enbridge intends that its 2020 accounting order will look almost precisely the same as its 2019 accounting order.

MR. VIRANEY:  So essentially there are no changes?

MR. STEVENS:  Essentially that's true.

MR. VIRANEY:  So why would you need an accounting order for continuation of these accounts?  They continue until the Board says so.

MR. KITCHEN:  If we are told we don't need them, then we don't need them.  Our understanding was that we did need them.

MR. VIRANEY:  I understand that this was an issue in Enbridge's previous proceedings, because Enbridge had -- Enbridge's deferral accounts ended each year --


MR. KITCHEN:  That's correct.

MR. VIRANEY:  -- because they called them 2016, 2017.  And the Board specifically got rid of it so it didn't have to do this every year.

MS. MIKHAILA:  I think this is just a continuation of the practice Union had used under its price cap, where we had provided the deferral accounting orders for a complete picture of what was related to that year, not necessarily for specifically that year alone.

MR. VIRANEY:  Essentially these accounts would continue.

MR. KITCHEN:  Yes, yes, we are in the hands of Board whether or not they want to approve them or just say they continue.

MR. RICHLER:  Any other questions from anyone in the room or on the phone?

MR. QUINN:  Just a process question, Ian.  Obviously we received some information, we received what I would establish as understanding of the company's position, not necessarily the answers.  What is the next step?  Are we going to take a long lunch and come back to see if there's any further questions so people have a chance to digest it?  Should we send our questions to the utility this afternoon and they present them tomorrow morning?  My concern is the witnesses aren't available to answer the questions for the settlement conference.  Things could be delayed.

MR. STEVENS:  Our intention, Dwayne, is to answer the questions as we sit here right now.  We have provided five undertakings, which we will work quickly on and provide as soon as we can, but we are not intending for the evidence phase to extend otherwise.

MR. QUINN:  But you have sent us the questions, and in some cases not complete, but that's my view, and we have further questions because we are just still trying to digest what you gave us.  When is our opportunity?  Is the next opportunity to meet tomorrow morning and start then and find out the witnesses aren't available?

MR. STEVENS:  I guess we are at cross-purposes here.  Our understanding was that the Board accommodated a quick process to have both discovery and settlement in one week.  The parties provided their questions to us on Monday, we worked as quickly as we could to get answers together, we provided written responses this morning, we have augmented them in the Q&A through this process.

We are expecting that other than the outstanding undertakings that the discovery part of Phase 1 will be complete when we sign off from this technical conference.

MR. GARNER:  Can I make a suggestion?  Can I make this suggestion, is that we, A, break for lunch and you can go and see what you can answer or not answer, I raised in the questions, and maybe take, if you need a little extended lunch hour, to like 1:30.  After we -- if that's okay, if we do break for lunch, and then we go off record, then the intervenors can have an off-record discussion in regards to the ADR and other needs, and then if we reconvene after lunch and we still have the reporter available, to answer any remaining questions that you can help us with, we can deal with that and then see where we're at.

MR. SHEPHERD:  Can I just ask a point of clarification?  Are you saying that if [microphone not activated]

Let's try again.  David, normally if we come into an ADR and we have questions you answer them if you can.  Are you telling us that you won't tomorrow?

MR. STEVENS:  No, I am just saying that the transcribed part of this proceeding will be finished when we sign off from here.

MR. SHEPHERD:  Yeah, no, that's fine.  But your witnesses will still be available tomorrow if we have questions; right?

MR. STEVENS:  Yeah, but our hope, Jay, is that we can negotiate -- we can answer questions today and negotiate tomorrow, rather than continue this --


MR. SHEPHERD:  I understand that, but you know perfectly well you have given us a whole lot of data.  You know perfectly well we are going to look at it and we're still going to have some questions tomorrow morning.

MR. STEVENS:  And we will do our best to answer questions.  We all have the same goal for the settlement process.  I was reacting to the suggestion that there may be a further list of questions.

MR. SHEPHERD:  Okay.  So Dwayne, if Enbridge is willing to answer questions tomorrow morning during ADR does that satisfy your concern?

MR. QUINN:  Yeah, essentially it would, Jay.  I kind of like what Mark has suggested, but I am willing to go either way, just the discovery portion being over seemed like a rather abrupt completion.

MR. STEVENS:  As between those two options, without categorically saying we are going to refuse questions tomorrow, we would prefer to finish as much of the discovery today as possible, so we are certainly open to Mark Garner's suggestion of taking a long lunch break, getting together whatever answers we can on the undertakings, and answering any follow-up questions on the transcript.

MR. SHEPHERD:  That sounds good to me.

MR. RICHLER:  Does anyone else have a strong view?  I mean, as Staff we are open to either approach.

MR. SHEPHERD:  Okay.  1:30 then?  Is that enough time to...

MR. STEVENS:  Can we suggest two o'clock?

MR. SHEPHERD:  Okay.  I just don't want to spend the whole day on this, that's all.

MR. STEVENS:  Well, really, the earlier we come back the less response to undertakings we'll have.

MR. SHEPHERD:  Okay.  Two o'clock is fine with me.

MR. RICHLER:  Okay.  So two o'clock.  And just -- and Mark, just to your point, there was a suggestion that when we are done the intervenors stay -- stick around to caucus informally, so --


MR. GARNER:  If we break now and get off the record maybe the intervenors could spend a few minutes without the utility --


MR. RICHLER:  You are suggesting we do that now -- all right.  Fine.  So let's do that.  We will break, we will go off air, we will resume at two o'clock, Enbridge can leave the room, and the intervenors can stick around to discuss things informally for a few minutes.

MR. QUINN:  Ian, before you go off air, there is some of us on the phone that would like to --


MR. RICHLER:  Well, sorry, I meant to include everyone on the phone, so if you are an intervenor and you are on the phone, stay on the line.  We will keep the line open but we will go off air.  So with that we are breaking until two o'clock, thank you.
--- Luncheon recess taken at 11:59 a.m.
--- On resuming at 2:25 p.m.

MR. RICHLER:  Welcome back, everyone.

MR. STEVENS:  Well, I have mostly good news and a little bit of bad news.  Even more good news.  We have prepared responses to each of the undertakings that we gave, and we have sent those around electronically.

We are suffering from continued technical issues, so we haven't been able to print them.  We hope, though, that we will be able to the project them on the screen as we walk through them now.

Has everybody on the phone and in the room received the e-mail from Rakesh with the answers attached?

MR. SHEPHERD:  You are aware, are you, that when we are in the room here, we can't receive e-mails?

MR. GARNER:  Unfortunately to break that theory, I have received it.

MR. SHEPHERD:  I have not, and I have never been able to receive e-mails in this room.

MR. RICHLER:  Staff can arrange to print a few hard copies if that would move things along.

MR. McLEOD:  I think that would be very helpful, Ian.

MR. RICHLER:  Maybe we should break for five more minutes while we do that.  Sorry for the interruption, but I think we have to do that.

MR. STEVENS:  Thank you, Ian.

MR. RICHLER:  We will come back in five.
--- Recess taken at 2:26 p.m.
--- On resuming at 2:32 p.m.

MR. RICHLER:  Okay.  Let's resume as we hand out hard copy of those materials.

Mr. Stevens, do you want to proceed and explain what you have managed to put together over the break?

MR. STEVENS:  I will, thank you, Ian.  Thank you, Staff, for circulating the paper copies of this.

So in the package that has been circulated by e-mail and in the room, Enbridge Gas has provided answers to the each of the undertakings given.  I think the first of these is relatively self-explanatory.  There's an updated version of the table from KT1.4 setting out -- or the tables for the Union South and Union North rate zones, setting out data for the 30-year average.

And also I should note that in the course of preparing this, a correction was identified and made to the 20-year trend numbers.  JT1.2 includes --


MR. QUINN:  David, it's Dwayne here.  You said a correction was made to the 20-year trend numbers?

MR. STEVENS:  That's correct.  I will ask Gilmer to speak to that.

MR. QUINN:  Okay, thank you.

MR. BASHUALDO:  Thank you, David.  Yes, the data that we are providing in JT1.5 for both the 30-year and the 20-year, they both are rolling data, whereas the data provided previously for the 20-year trend was not a rolling data.

MR. QUINN:  What was it?

MR. BASHUALDO:  The data provided previously corresponded to the predicted values of the regression that we ran from 1999 to 2018 only.  Whereas in the current page, we are providing that number and for prior years, we were moving the 20-year cycle along with the prediction.

MR. QUINN:  Okay, thanks for the clarification.  will have to look at both of them and the transcript and hopefully I will become clear.  Thank you.

MR. STEVENS:  Thank you.  So that was JT1.1.  Next is JT1.2.  The request was to provide the calculation of capital pass through incremental project revenue for Dawn-Parkway projects.  There's a calculation set out in attachment number 1.

DR. HIGGIN:  I am just looking at it, so thank you for the info.  Just one immediate question as you probably know.  This is with respect to Brantford-Kirkwall/Parkway D, the amount here, there is surplus capacity available as well that is sold to market.  Am I correct on that?

MS. MIKHAILA:  There is circuit plus (sic) capacity following the build of the 2017 Dawn-Parkway.  Is that what you are referring to?

DR. HIGGIN:  Yes, that's right.

MS. MIKHAILA:  30,393 GJs a day.

DR. HIGGIN:  Yes, that's not included in here.

MS. MIKHAILA:  Yes this only reflects the --


DR. HIGGIN:  Rate generated revenue -- so the revenue from there goes to transactional services, am I correct?

MS. MIKHAILA:  The revenue from the excess capacity on the 2017 Dawn-Parkway project goes to the 2017 Dawn-Parkway capital pass through deferral account.

DR. HIGGIN:  Okay, thank you.

MR. QUINN:  Roger, if you are finished with questions at this point, I just want to give Enbridge a heads-up that I will be asking more questions on this, but I think they are better to hear it in context of my reformulated question 4, which we will get to after you have had the opportunity to honor the people who had asked previous questions, David.

MR. STEVENS:  Okay.  Next is JT1.3.  This was an undertaking to the City of Kitchener around details around the rate T1 and rate T2 monthly charge, and the requested details are set out in attachment 1.

Hearing no questions, I will move on to JT1.4.  This is a response to questions from VECC around enrolment in E-billing.  The response explains that as of the beginning of 2019, Enbridge Gas has been treating E-billing as the default for customer.  It started a process to enroll new customers and existing customers who have provided an e-mail address to the company into E-billing.

We provided the copy of the communication that's sent to a customer where they're moved over to E-billing.  As can be seen, the customer is instructed to be in touch with Enbridge Gas if the customer does not wish to be on E-billing, and a small number of customers have taken advantage of the option to move back to paper billing.

MR. GARNER:  So I have a few questions. Where have you told the Board about this before?  Have you told the Board some place?   Have I missed this somewhere, that you were negative optioning people on to E-billing?

MR. STEVENS:  I think we'd have to take that away and find out.

MR. GARNER:  Well, maybe you can find out.  If some place I have missed it, or you have informed the Board somehow that you have been doing this.  My second question is.

MR. SHEPHERD:  Hang on, sorry.  You don't know whether you have advised the Board of this yet?

MR. STEVENS:  As we sit here today, Jay, I don't have that information.  I'd want to confirm.  I can't point you to exactly where they have done that, but I don't -- I can't confirm to you that it hasn't been done.  I need to check that.

MR. SHEPHERD:  You have all your key regulatory staff here.  They know that they vice president advised the Board.  Why are we making it a secret?

MR. STEVENS:  Well, those are different questions.  I am not proposing to make anything a secret.  I am proposing to confirm whether this has been communication to the Board.

MR. GARNER:  Can I just continue and just make a few things here.  One is when you do that, David, I'd like you to draw a distinction between two types of confirmations to the Board, one whether you had any discussions or Enbridge had any discussion with the Board on for their call centre, and one whether Enbridge in any regulatory application has made the Board aware of it, because I can understand that your call centre people and their call centre people may have been discussing things, so that may have been a communication that's different.  But just so I understand on this.

A couple of other questions...


MR. RICHLER:  Sorry, just can I just pause there?  You are asking for all of that by way of one undertaking, is that right?

MR. GARNER:  We can do it as one, wait until I am finished and put it all into one.

MR. RICHLER:  Just to clarify, the stuff you are moving to is related to...


MR. GARNER:  It is all related to E-billing, so we can all call it one thing.  I don't know how you guys want to write it down.  Some of this you may be able to answer.

One of the things given to me from customers was that there was a January 2020 change where customers were not allowed to go back.  Can you confirm that that's not true?  So you say 15 percent here have phoned up and said they want to go back, and the information I have is that customers have been told as of this January coming they are no longer allowed an option to go back to paper billing.  So just so I understand what's actually going on is factual, like, what's the actual policy.

MR. STEVENS:  That's not familiar to us, Mark, but we would like to confirm.

MR. GARNER:  Yeah, absolutely.  I understand.  That's why I want to give you all these questions.

The other question I had was, can you confirm this is both Union and Enbridge territories?

MR. STEVENS:  Yes, I can confirm that.

MR. GARNER:  Okay.  And it started on January 1st.  And as I understand reading this is only customers who have provided you with e-mail addresses are being optioned on to this, so not all your customers, just those customers who somehow have logged into your, whatever the accounts on the web are called.  They are both called something, whatever those, you know, web-pages thing, "my account" type of stuff.  Is that the way it works?

MR. STEVENS:  Yes, our understanding is any customer who for one reason or another has provided an e-mail address to Enbridge Gas is being transitioned to e-billing.

MR. GARNER:  My next question is for these 10 to 15 percent of customers, for instance, who have asked to switch back, I understand some customers have incurred late payment charges because of the confusion they had in where their billing was going.

Can you confirm that you have refunded any late payment charges to customers who have asked to be returned back to their paper billing?

MR. STEVENS:  We can add that to the answers we are providing.

MR. GARNER:  Thank you.

MR. QUINN:  Mark, it's Dwayne.  I appreciate you are not done the questions.  I just wanted to ask further to that, how about customers who were transitioned but took some time to figure out, when they found out that they were transitioned and they didn't ask to go back, were they refunded any late payment charges?

MR. KITCHEN:  We will give a complete answer on late payment charges.

MR. QUINN:  Thank you.

MR. GARNER:  Thank you.

MR. SHEPHERD:  Are you finished, Mark?

MR. GARNER:  Yeah, I think I am for now, Jay, thank you.

MR. SHEPHERD:  I just want to follow up.  When you're transitioning people over to sending their bills by e-mail, are you testing the e-mails first to see if they're still current or still monitored?

MR. KITCHEN:  We will have to check that as well, Jay.

MR. SHEPHERD:  So what I would like to know is whether you are looking at the vintage of the e-mail, and if somebody gave you an e-mail five years ago they might not be looking at it any more.

MR. KITCHEN:  It serves no purpose to send something to an e-mail that's no longer active, so we will --


MR. SHEPHERD:  Exactly.  The more you can tell us about this the better, thanks.

MR. RICHLER:  Okay.  So there are a number of related questions there all having to do with e-billing, and we will give them all the umbrella undertaking number JT1.6.
UNDERTAKING NO. JT1.6:  TO PROVIDE RESPONSES TO A NUMBER OF QUESTIONS POSED REGARDING THE E-BILLING.


MR. SHEPHERD:  Sorry, could I ask one more question?

In the course of answering that question, can you tell us what your estimated saving is each year?  It's going be a lot, I know, but whatever the number is, can you do that, please?

MR. KITCHEN:  Yes.

MR. SHEPHERD:  Thanks.

MR. STEVENS:  And finally, in Undertaking JT1.5, Enbridge has provided some more information about the statistical analysis results for the EGD central weather zone.  I think rather than reading the answer or trying to summarize it, I will leave it to people to read it, and please, if you have follow-up questions let us know.

MR. RICHLER:  I will give people a moment to read through this.

Any questions on the answer to JT1.5?  Or any of the other answers that have been provided after the lunch break?  Anybody on the phone with any questions?

MR. QUINN:  I have further questions, Ian, related to my number 4 from this morning.  Let me know when you want to proceed with that.

MR. RICHLER:  Why don't you go ahead now, Dwayne.

MR. QUINN:  Okay.  Thanks.  And aided by my friend Dr. Higgin in terms of looking at this, in our question 4 we were asking about the revenue that was provided, you know, from the different categories, and I guess what I'd like to do is say instead of the revenue we'd like to understand recovery of capital pass-through costs from the Dawn-Parkway system in 2020 from each of the respective categories.

So what I'd like to ask is, please provide the design-day demand and resulting allocation of capital costs from the following of each categories and the ones that were listed, A through G.

MR. KITCHEN:  Dwayne, I am not sure about your reference to design-day demand.  I understand you are asking for the recovery of capital pass-through from each of those categories, but how does that relate to design-day demand?

MR. QUINN:  I am presuming, Mark, it was allocated on design-day demand, if it was allocated on some other factor --


MR. KITCHEN:  Well, if you are asking for recovery, it's just simply the recovery.

MR. QUINN:  Well, you are allocating the cost to come up with what amount you are going to charge relative to some number, but first off you go through the allocation, then you then come up with the unit rate.  An example would be if you go to (g), in-franchise rates for Union North, okay, so was that allocated on the basis of the 2013 design-day demand in the rebasing proceeding?  Or were actual contracts that are allocated to Union North with more deliveries going through the Dawn-Parkway system to meet the north with the adjustment of delivery to Dawn, are you using those numbers?  How are costs being allocated to --


MR. KITCHEN:  Okay.  The cost allocation, though, Dwayne, is different from recovery.  I think that's why we are trying to understand, but I think Amy has -- well, I am not sure.  I shouldn't put words in her mouth.  Maybe she doesn't have a response.  She's nodding her head no.

MS. MIKHAILA:  So for 2020 rate and the way we have approached the capital pass-through project is just continued treatment of the way Union had treated those capital pass-through projects in its last IRM.  So for each project we have added the costs into the 2013 cost allocation study, as well as an update to the allocators used to allocate those costs.  So for example, the --


MR. QUINN:  I won't -- sorry to cut you off, Ms. Mikhaila, but I won't be able to get this all in terms of schedules.  I have gone back to 2007-0087 to try to track this through, and the demand allocators are not evident, so what I would like to do is, since, as you have mentioned it, starts with 2013 rebasing and then it builds from there, what were they in 2020, what were the basis for these allocations for 2020, and specifically when we get into areas like C1, what was used for C1, because, as Dr. Higgin's undertaking shows, there were capital costs of capital pass-through costs allocated to C1, but I can't figure out what the allocator would be.

MS. MIKHAILA:  So the allocators are the same as they have been as we've treated these projects.  There's no -- there's been no change in 2020.  So for example, the 20 -- I will just use 2017 Dawn-Parkway as an example.  The allocator used in the cost study is the 2013 allocator, updated for the incremental demands of that project.

MR. QUINN:  Right.  So if I could piece together four or five projects plus any other transitional items, I might be able to come up with a new number.  You folks have the number because you built it up.  So show us what the number is and how you built it up, and then we'd be able to see what the evolution is over time.  Union North is a good example of it --


MS. MIKHAILA:  I think a more complicated thing is we used the 2013 cost study to derive these allocations.  So although we have updated one allocator in the cost study, there's multiple allocators allocating costs.

MR. QUINN:  So for Union North, you start with 2013 rebasing numbers, correct?  The design day demand in 2013 for Union North, is that the starting point?

MS. MIKHAILA:  The starting point, I would say, is the 2013 Dawn Parkway distance weighted design day demands.

MR. QUINN:  Distance weighted design day demands.  But since Union North is at the end of the pipe, there's no distinction in terms of weighting, correct?

MS. MIKHAILA:  We get the -- Union North gets the full distance of Dawn to Parkway in the allocator.

MR. QUINN:  Exactly.  So what has happened since 2013 till now, what have you added to that allocator and how does that proportionally change Union North cost attraction, for lack of a better word, for capital cost recovery because of the adjustments that have been happening throughout IRM, and with the capital pass throughs that have happened throughout the IRM period.

What we have here is a deferred rebasing period, which we may not have all caught up on all the changes Union has done.  But when I go back through three years of evidence, I can't see where those numbers come from and the last reference I left off with referenced four different projects and how they come together, we are asking for a summarized discovery of how those are all put together, what the consequences are, and for some things, like PDO recovery, how is that capital pass through handled?

So if you've got permanent capacity that has been shifted from what used to be Dawn-Kirkwall to a recovery of costs through in-franchise customers, how does that effect the capital pass through over this period?

MS. MIKHAILA:  I will start out by saying the allocation of each capital pass through projects to rate classes is provided at schedule 14, page 3.  That is the result of including the costs in the updated allocators in the 2013 cost study.

MR. QUINN:  I understand that, Ms. Mikhaila.  I am asking for it to be provided arithmetically and in a table, so that we can see it.  Because when I try to track all the schedule references back, as I said, right to 2017 087, then it gives me four different projects to try to look at to try to piece them together, but the individual components are not evident.

So we're trying to understand in this deferred rebasing how are these projects going to be handled, how are issues like PDO recovery -- M12X; does M12X get an allocation?  Those are things I don't know, I don't Understand.  So we are trying to understand them so we know what to expect going forward and how they apply to 2020 rates.

MR. KITCHEN:  I am not sure, though, that -- there's a lot in your question.  But when I look at Exhibit D, tab 2, rate order working papers, schedule 14, page 3, I see an allocation of the capital pass through items to rate classes by project.

So those allocations were all dealt with in prior proceedings when those pass through items went into rates.

MR. QUINN:  So where does PDO go, Mark?

MR. KITCHEN:  PDO is not capital pass through project.

MR. QUINN:  No, but you have got capacity that was Dawn-Kirkwall in the 2013 rebasing proceeding.  It has now been permanently, as you answered Staff today, permanently allocated to PDO.  So now there's cost consequences for that part of the capacity that are visited upon in-franchise customers.

Now you layer on to that, okay, then what about how are you then subsequently allocating costs of capital pass through to that portion of Dawn-Kirkwall capacity?  It used to be that way in the rebasing proceeding that is now distributed across your franchise to in-franchise customers.

MS. MIKHAILA:  I can clarify that, Dwayne.

MR. QUINN:  I would like to actually get some numbers.  I hear the explanation, but each explanation falls short of what are the principles behind it and what are the resulting numbers.

MR. KITCHEN:  I am not even sure what to give you, Dwayne.

MS. MIKHAILA:  I think I would just like to clarify one thing. When we added these costs to the 2013 cost study, we did not make any changes to the demands from 2013 for Dawn to Kirkwall.  So those demands that existed at 2013 are still reflected in the cost study we've used to allocate these costs.

MR. QUINN:  Can you show it to us in a table for each of those components?

MS. MIKHAILA:  I think it's reflected -- I can specifically confirm Dawn to Kirkwall.  If you refer to schedule 5, page 22, in the derivation of the Dawn to Kirkwall demand rate as part of the price cap, the usage to drive the unit rate has not changed since 2013.

So there's been no update to any of the rate calculations specifically related to the Dawn to Kirkwall turnback.  There's still costs allocated to that path and there are still the 2013 usage used to derive the rate.

MR. QUINN:  So the capacity that was turned back was Dawn to Kirkwall capacity.  The capital pass through costs for that capacity are continued to be allocated to the M12 customers?

MS. MIKHAILA:  Yes.  We have not updated any allocators for purposes of capital pass through, other than the incremental demand served by each project.

MR. QUINN:  So would you be able to put that in a table and show us when you put those projects together with those assumptions, to show what has happened?

MS. MIKHAILA:  I think what I could do is I could take page 3 of schedule 14, and in that schedule we have an allocation to M12, and I could break that down and show the allocation to the M12 paths.

MR. QUINN:  Okay, M12.  But also M12X specifically?

MS. MIKHAILA:  M12X is in there as well.  There's no costs specifically allocated to M12 -- well, there's no costs allocated to westerly, but M12X would be in there as well.

MR. QUINN:  Could you just break that out separate and if the answer is zero, put zero?

MS. MIKHAILA:  Yes.

MR. QUINN:  Then C1 rates, the amount of C1 you have allocated, the amount of capacity that you are attributing to C1, has that changed over time?

MS. MIKHAILA:  It has changed when there has been incremental C1 demands served through capital pass through projects.  And I think that was in JT1.2 -- sorry, I don't have a paper copy myself.

MR. QUINN:  But they themselves -- well, they have gone up and down based upon the bills, the amount of allocated C1; is that not correct?

MS. MIKHAILA:  There may have been changes in the forecast for C1.  However, as a result of the project, there was -- projects, there was 29,115 GJs a day for the 2016 Dawn-Parkway project and 5,975 GJs a day served through the 2017 Dawn-Parkway project, so those are the only changes in C1 that are reflected.

MR. QUINN:  If you could break that out also that would be helpful, because the one last question I have is you had talked about surplus capacity in 2017.  We have dealt with that in many different ways over the last two or three proceedings.  But there was surplus capacity in 2016 also.  The capacity is lumpy.  You don't precisely serve the demands with the capacity.

Could you -- if you could break that out also, that would tell us just over time how Dawn-Parkway's been built out, what are the implications -- specifically -- well, for all rate classes, but specifically in-franchise customers, but then to the extent it impacts M12 rates, I presume impacts legacy EGD deliveries, because those would have evolved over time and those are in-franchise customers in Enbridge's territory.

MS. MIKHAILA:  We haven't updated rates or rate design or cost allocation during the price cap mechanism for changes on the systems other than the capital pass-through project.  So although there may be increases or decreases in different demands, in-franchise, ex-franchise rates are not updated to reflect those changes.

MR. QUINN:  But the capital pass-throughs are, so in the case of Enbridge, in-franchise Enbridge gas delivery in-franchise, some of the 2000, I believe, '16, certainly '15 billed was for incremental contract to Enbridge, so the demand on the contracts would have gone up in respect if they were M12, but now they are in-franchise I presume they would proportionally follow the M12 allocation based upon what their delivery is to the legacy Enbridge territory.  That's why I broke that one out separately also.

MS. MIKHAILA:  Yes, so Enbridge Gas Distribution rate zone is still charged M12 rates like they were prior to amalgamation.  So anything impacting the EGD rate zone is reflected in M12 incremental demands.

MR. QUINN:  Okay.  So that would be a line E -- of our question, legacy EGD deliveries would be exactly proportional to M12 rates -- or included -- or you're saying included M12 rates.

MS. MIKHAILA:  They are included in M12 rates.

MR. QUINN:  Okay.  So we knock that one off the  list --


MS. MIKHAILA:  But --


MR. QUINN:  -- but the rest --


MS. MIKHAILA:  The question 4 that you requested asks for forecasted revenue to be generated from the Dawn-Parkway system, it wasn't specific to the projects, and that's why we aren't able to answer question 4 as it was provided.

MR. QUINN:  And that's the clarification that was provided this morning, and as a result I have updated my question to ask about the capital pass-through.  I am trying to understand proportionality, evolution, and the rate impacts upon the different rate classes.

Going at it through revenue was a mistake of expediency when I was trying to slam together some questions to have for today as you guys were trying to put together answers.  I understand that.  But now I have improved my question to try to understand and get a handle on this for 2020, but also what to expect in the deferred rebasing period.

MS. MIKHAILA:  Okay.  So on JT1.2 I have provided the revenue from --


MR. QUINN:  I am looking for costs -- if I started -- my preamble started with recovery of capital pass-through costs from the Dawn-Parkway system, and I used the term, please provide the design-day demand and resulting allocation of capital costs because I was presuming it would be on design-day demand.  I can put design-day demand or other factors and I can resend you the question, so I want to look for demand day demand or other factors and the resulting allocation of capital costs from each of the categories.

MS. MIKHAILA:  Well, the allocation of costs is provided in schedule 14, so I just don't fully understand what you are looking for and what I could provide to be of assistance.

MR. QUINN:  I will send you the question, and you started going to schedule -- back to schedule 14 and breaking that out in greater detail.  We are looking at the impact on M12 rates, M12X, which you just clarified is likely zero, C1 rates have evolved over time so there has been different capital pass-through associated with that, PDO recovery, you have clarified Dawn -- in Dawn-Kirkwall that hasn't changed, so that is still in the M12 rate class; is that correct?

MS. MIKHAILA:  Yes, it is.

MR. QUINN:  So those are the type of things I would like to have answered and we can put on the record and we won't have to scratch our heads next year at the same time because we will already understand the methodology and the expected breakout for projects going forward and what we are getting visited upon in 2020.

MR. KITCHEN:  I fully expect to be scratching my head next year as well, Dwayne, but --


MS. MIKHAILA:  I think what I have agreed to provide is the allocation of costs to M12 and C1 broken out by path.  PDO I have confirmed the costs are still allocated to M12 Dawn to Kirkwall, although they are recovered through in-franchise rates.  We can break out M12 --


MR. QUINN:  And the factors that are used to come up with those allocations.

MS. MIKHAILA:  And I will provide updated factors from 2013 that were used in the cost study.

MR. QUINN:  So 2013, and any factors that were added since 2013, just to make sure we are talking about the same thing.

MS. MIKHAILA:  Yeah, I will provide updated factors since 2013 that were used in each project.  Otherwise all the factors are the same as they were in 2013.

MR. QUINN:  So the last would be unsold capacity during the period.

MS. MIKHAILA:  And I think we have provided that as part of MAADs, so I can reference back to that.

MR. QUINN:  Okay.  Well, I will send you the question in a revised fashion.  I will file it with the board, Khalil, because we would like to have the answer on the record, and then we will be satisfied we understand it possibly for the first time in the last few years.

MR. RICHLER:  Well, sorry, Dwayne, just to be clear, so they have agreed to provide some of the information you have asked for.  We can give that an undertaking number now.  You are suggesting that you would also submit some sort of written question?  I am not sure I see the need for that.

MR. QUINN:  I am trying to ensure clarity, Ian, because I know we went through, and this is unfortunate that it's over the phone.  I think I followed most of Ms. Mikhaila's answers, but I have to go back to the schedules myself.  I tried to do this during the lunch hour and I stopped at 2017, so I am just trying to make sure we get a fulsome answer which will be helpful to FRPO at least and I trust the Board in terms of understanding how this has happened.

So I trust the transcript will be reliable, and maybe I don't have to submit the question, so I will try that, and hopefully when Mikhaila is asking for more information tomorrow.

MR. RICHLER:  Can I make a suggestion?  And I am looking at Mr. Stevens.  I mean, maybe Enbridge can provide an answer to what they have agreed to answer.  If you think something is still missing, you know, you are welcome to e-mail them tonight, or you can -- but, I mean, it's awkward to ask -- to put undertakings to them formally in writing where they don't have an opportunity to explore the full scope of it or to refuse it for that matter, so what I am suggesting is that they provide what they have agreed to provide.  If you are still looking for more, we are reconvening tomorrow for the settlement conference.  You will have an opportunity to ask follow-ups, and if you think something is still missing from the record you could ask them to bolster the record to the extent you think it's necessary.

Does that make sense?  I am just trying to avoid a sort of never-ending process where there's no clear end in sight.

MR. STEVENS:  Thank you for that, Ian.  We will certainly take steps to put together the answer that we can based on the things that Amy was indicating are likely able to be provided.  I can't speak to exactly what might be in notification that Dwayne sends subsequently, but we will take that into consideration as we are putting together our response.

I note we don't meet again until eleven o'clock tomorrow, so we will put everything we can together before we convene again, but I don't think anybody should expect to see anything much before that time.

MR. RICHLER:  Okay.  So let's call that JT1.7.
UNDERTAKING NO. JT1.7:  TO UPDATE PAGE 3 of SCHED 14 TO PROVIDE A BREAKDOWN BY RATE TYPE.

DR. HIGGIN:  Can I just ask one follow-up question? It's clarifying the question of the cost allocation study that will be done.  And which of the -- how will it affect the pass through projects in terms of the costs that have been allocated to rates because of that?

Should there be updates, for example? I know it pertains specifically to the panhandle and others, but will it also affect all of the projects in terms of pass throughs?

MS. MIKHAILA:  Yes, all of the capital pass-through projects will be included in the forecast in the cost allocation study.

DR. HIGGIN:  So there could be significant shifts done.  Would they be going forward, I assume, only and not retroactive?

MR. STEVENS:  I think as we discussed offline, Roger, Enbridge Gas' plan is to file the cost allocation study next week, hopefully in the early part of next week, and so perhaps all questions will be answered then.

DR. HIGGIN:  David, but I think you understand that if that shows significant differences that may affect 2020 rates, that's what I am worried about, okay.  That's the question.

I am not asking you to answer now, but to think about it.

MR. STEVENS:  I think it's Enbridge's expectation that any discussion around impact in 2020 would come about during Phase 2 of this proceeding, and then appropriate steps would be taken to implement anything that was determined.

DR. HIGGIN:  Yes.  So we do have interim rates then and we can deal with it in the next phase.

MR. STEVENS:  Enbridge has requested interim rates as of January 1st that reflect the IRM rate adjustment and cost pass throughs.

DR. HIGGIN:  Thanks, David.

MR. QUINN:  Ian, it's Dwayne.  I was considering your concerns and yes, I understand.  I will not submit anything.  We have the undertaking, we have the transcript.

David, your choice whether I send you this by e-mail just to reference what I was thinking.  But if not, we will have to pick it up tomorrow and just -- I have to say I won't be available right at 11 o'clock tomorrow.  That was something that was planned months before and I won't be available until about noon, so just full disclosure.

MR. STEVENS:  Thank you, Dwayne, we will prepare a written response based upon what's on the transcript and if you have the opportunity to look at it before noon, I expect it to land in your e-mail box before then.

MR. QUINN:  Okay, great, thank you.

MR. RICHLER:  Any other questions for the applicant?

MS. CHATTERJEE:  This is Jaya from Kitchener.  I want to have a clarified question relates to KT1.6, attachment 1, page 2 of 2.  Can I go ahead?

MR. RICHLER:  Yes, what's your question?

MS. CHATTERJEE:  Amy, you had mentioned earlier that 2020 PDO were allocated based on a 2020 forecast provided by the system planning group, and I see 2019 was allocated based on 2019 system planning group and these design day numbers were changed every year.  Did I understand correctly?

MS. MIKHAILA:  Yes, that's correct.

MS. CHATTERJEE:  I would like to refer you to MAADs application transcript of March 2019.  When you had mentioned that the 2.5 million was based on a 2013 cost allocation study.  And this is a challenge that when you mentioned 2019 ICM was based on 2019 system planning numbers, has there been a change in approach for calculating design day demand for 2020?

MS. MIKHAILA:  I don't have that specific transcript in front of me.  However, Enbridge Gas's approach to PDO and DSM costs are to update the forecast for pass through each year to reflect the test year forecast to ensure pass through of the total costs.

So I can't reference back to that transcript or what was said then.  But this methodology we have used in 2019 and also in 2020 reflects the complete pass through of those PDO and DSM costs using a new forecast for allocation, as well as an updated forecast for recovery in derivation of the unit rate.

MS. CHATTERJEE:  So do I understand correctly that's a change in approach for calculating design day demand?

MS. MIKHAILA:  I don't think that's a change in approach for calculating design day demand that I am aware of.  It does change every year and like I said, I don't have the transcript to specifically...


MS. CHATTERJEE:  I can see your words, Ms. Mikhaila.  The design day demand that is shown there as 2.5 million cubes a day is the design day demand that was used for our system in 2013 for purposes of our cost allocation study, and it's in the contract demand Kitchener has negotiated for billing purposes.  So this was dated March 29, 2018.

So since 2013, it has been the same number, so I am having a challenge that if there has been a change in calculating design day demand, so what's -- how, how is that change and what's the kind of calculation details behind the numbers that we would like to understand.

MS. MIKHAILA:  There's in change in how design day demand is calculated and updated each year for purposes of system planning.

I think what's being referenced there in the transcript is the derivation of base rates and base rates, because we are in a price cap, do not reflect changes in design day demands or forecasts for purposes of deriving the rate through the price cap index.

The PDO and DSM costs as pass through items are updated to reflect a forecast of design day demand and usage to derive pass through unit rates.

MS. CHATTERJEE:  Okay.  I will try to read the transcript and try and understand.  I will have to look into this again maybe later.

MR. RICHLER:  Okay.  Last call for questions.  Anyone on the line?  Anyone in the room?

MR. VIRANEY:  I have a question, just one clarification question.  Enbridge was required to file an accounting for gas 30 at the end of this year.  Is it going to be filed under this docket number, or as a separate file?

MR. KITCHEN:  The commitment or directive is to file the study.  We will file the study and we will leave it to the Board whether or not they want to bring it into this application or whether or not they want to give it its own docket.

MR. RICHLER:  Well, with that, unless there are any final housekeeping matters from you, Mr. Stevens.

MR. STEVENS:  Nothing further.

MR. RICHLER:  So we will see you tomorrow morning at 11 o'clock for the settlement conference.  And with that, we are adjourned.  Thank you to the witnesses, and thank you to all the intervenors.
--- Whereupon the conference concluded at 3:21 p.m.
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