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Thursday, February 11, 2021
--- On commencing at 9:30 a.m.

MR. MILLAR:  Good morning, everyone.  Welcome to day 2 of the technical conference in EB-2020-0091.  Michael Millar, counsel for Board Staff and your master of ceremonies today.  Without further ado I will hand it over to David Stevens.
Preliminary Matters:


MR. STEVENS:  Thank you, Michael.  Good morning, everybody.  Just a couple preliminary matters.  First, yesterday evening Dwayne Quinn on behalf of FRPO provided an additional request, and I will just summarize what the request is, first of all.  The request is that Enbridge provide numbers for the Enbridge Gas distribution territory in relation to the updated response to FRPO 49.

And secondly, there's a request that Enbridge respond to the following question:  With the decrease in interruptible load seen here and expected in the EGD rate zone, is it time to review if the interruptible rates have sufficient economic incentive to be useful as demand response in the IRP framework?

Enbridge will take these two questions away as an undertaking.  I suppose -- I don't know, Michael, whether you prefer to make them an undertaking from yesterday or today?

MR. MILLAR:  Let's just mark it as today.  So why don't we call that JT2.1, and I think you've stated pretty clearly what the undertaking is.
UNDERTAKING NO. JT2.1:  (A) TO PROVIDE NUMBERS FOR THE ENBRIDGE GAS DISTRIBUTION TERRITORY IN RELATION TO THE UPDATED RESPONSE TO FRPO 49.  (B) TO RESPOND TO THE FOLLOWING QUESTION:  WITH THE DECREASE IN INTERRUPTIBLE LOAD SEEN HERE AND EXPECTED IN THE EGD RATE ZONE, IS IT TIME TO REVIEW IF THE INTERRUPTIBLE RATES HAVE SUFFICIENT ECONOMIC INCENTIVE TO BE USEFUL AS DEMAND RESPONSE IN THE IRP FRAMEWORK?

MR. STEVENS:  And to be clear, Enbridge will provide either an answer or a reason why no answer is being provided for these questions.

MR. MILLAR:  Understood.  Dwayne, is that satisfactory?

MR. QUINN:  Yes, it is, thank you.

MR. MILLAR:  Okay.  David, any more preliminary matters, or are you ready to --


MR. STEVENS:  Just the introduction of the panel.

MR. MILLAR:  Go ahead.

MR. STEVENS:  Thank you, Michael.  With us today are six witnesses, three of whom were on the panel yesterday:  Suzette Mills, specialist IRP, Hilary Thompson, director, S&T business development, and Adam Stiers, technical manager, regulatory applications.  The three new witnesses with us today are Sarah Van Der Paelt, director, marketing and energy conservation, Ravi Sigurdson, manager, T&D, and Rich Szymanski, senior advisor, utilities investment review.
ENBRIDGE GAS INC. – PANEL 2, IRP

Sarah Van Der Paelt
Ravi Sigurdson
Suzette Mills
Stuart Murray
Hilary Thompson
Adam Stiers
Rich Szymanski

MR. MILLAR:  Okay.  Thank you, David.  Kent, I will pass it over to you.  Just, I see on the schedule we have a break marked for 10:25.  I think what would make for sense is for you to just take your 70 minutes in one shot and then we will break after that and move on to the next party.  Does that work for you?

MR. ELSON:  Yes.

MR. MILLAR:  Okay.  The floor is yours.
Examination by Mr. Elson:

MR. ELSON:  Thank you, everybody.  Kent Elson, Environment Defence.

I would like to start with just a quick question about looking at combinations of solutions in an IRPA.  And this is based on a recommendation by Mr. Neme, and one that I believe Guidehouse agreed with, which is that the gas IRP framework would require that all IRPAs be considered both individually and in combination with each other.  Some example would be that Enbridge shouldn't only consider demand response and efficiency as separate silos, but should also be required to consider non-pipe solutions that would involve a combination of both of those.

Would Enbridge agree with that?

MR. STIERS:  I can take a first swing at this one, Kent.  Yes, our intent is that future IRPA applications could -- could include either individual IRPAs if they were sufficient in and of themselves to satisfy or resolve identified system constraints or pull in other IRPAs to the same end.

MR. ELSON:  And I think you would agree that Enbridge is going to be required to implement the optimal solution in this framework?

MR. STIERS:  I know that what we have proposed is certainly to implement and seek approval for the optimal solution, yes.  Or if that solution includes multiple IRPAs, you could consider that in the plural, yes.

MR. ELSON:  And so your answer was saying that you could include a combination of solutions, and my question was a little bit different, which is that you would be required in your analysis to consider that, which is just a little bit different.

Are you on the same page with that, that if you are looking at all solutions that would need to include not only solutions in silos but also combinations of solutions?

MR. STIERS:  Yes, I think that's consistent with our application, that's our intent.

MR. ELSON:  Thank you.  Okay.  I am going to get into cost-benefit.  This is a long discussion, and I think Mr. Poch is actually going to take more of this when he comes up, but just to try to get an initial grasp.

I understand that in your initial analysis, in your initial evidence, you were proposing to disregard avoided gas costs in stage 1, but you are now proposing that you will, in fact, include avoided gas costs in your stage 1 cost-effectiveness assessment; is that correct?

MR. STIERS:  Kent, could you clarify, when you are talking about what we originally proposed, the nomenclature that we have used in evidence, it would be helpful if I could draw a line between what was stated in Exhibit B as well as Exhibit C.  So I think in Exhibit B we said that we proposed the DCF methodology based on existing Board guidelines.  EBO 134 was called out specifically.  And then we acknowledge that in response to expert evidence within Exhibit C that, to the extent that the Board saw value in considering further factors, further cost-benefit, that it might consider DCF plus test, so could you ask the question again along those two lines?

MR. ELSON:  Sure.  Well, just to have a bit of clarity, Exhibit A was your additional application, Exhibit B is your additional evidence, and Exhibit C is your reply evidence?

MR. STIERS:  So Exhibit A was the original IRP proposal which was included in the Dawn-Parkway evidence filed in November 2019.  That was tab 13 originally there.  And then the Board decided in procedural order number 1 the Dawn-Parkway proceeding to separate that evidence, I believe.  That became kind of the basis, the evidentiary basis, for this proceeding, as I understand it.

Exhibit B was our additional evidence filed October 15th of 2020.  And, yes, Exhibit C was our reply evidence filed this past December.

MR. ELSON:  Got it.  So in Exhibit A and Exhibit B you are proposing to disregard avoided gas costs; right?

MR. STIERS:  We have proposed to run the economic test based on a DCF analysis, yes.

MR. ELSON:  And that would not be included in avoided gas cost; right?

MR. STIERS:  I think if you want to get into the nature of EBO 134, Rich might be able to help you a bit more than I can.

MR. SZYMANSKI:  Sorry, Kent, it would be helpful if you could maybe refer us to where in Exhibit A we were actually stating that we would not include gas costs.  That would help me to put that in front of me.

MR. ELSON:  If there was a sentence stating that, then I wouldn't be asking the questions.  I am going to try to lead up to what your proposal is now, and this is just background.  If I am incorrect, then just tell me, but, I mean, this is a real basic -- like, Exhibit A and Exhibit B, are you -- were you initially proposing to include avoided gas costs or to exclude them?

MR. SZYMANSKI:  We were proposing to use a DCF methodology that is consistent with the guidelines set out under EBO 134 and --


MR. ELSON:  It's going to -- go on.

MR. SZYMANSKI:  Yeah, and within -- yeah, within EBO 134 currently, under -- specifically under stage 2, there is an element of avoided energy costs per se.  So that already exists to a certain degree within EBO 134.


MR. ELSON:  So in your initial proposal in Exhibit A and Exhibit B was that you would exclude avoided gas costs in stage 1, but include them in stage 2?


MR. STIERS:  Yes, I think that's fair, Kent, to the extent that we propose to lever EBO 134, yes.


MR. ELSON:  Got it.  EBO 134 in stage 2 really wasn't built for that.  Like it was really intended on looking at savings by converting from other fuel types to natural gas, right, like savings from converting from oil to natural gas.  That's typically how it would have come up in leave-to-construct applications.


MR. SZYMANSKI:  Yes, either conversions or looked at in different way.  If gas was not available for because of the lack of capacity, the costs that consumers would -- additional costs consumers would incur being forced to use alternative energy instead of natural gas.


MR. ELSON:  Yeah.  So EBO 134, typically in stage 2, is looking at differential commodity costs, and you would be using that stage 2 to also look at avoided gas costs, according to Exhibits A and B.


MR. SZYMANSKI:  Yes.  I am just a little concerned here that maybe we need a better definition of, when you say avoided gas costs, what it is you are specifically referring to.


MR. ELSON:  Sure.  I am talking about a DSM, IRPA or an IRPA including DSM where you are able to reduce your best use for home heating, or business heating or --


MR. SZYMANSKI:  Yes.  So under that definition, that is a benefit that we would include within the stage 2 analysis.


MR. ELSON:  Okay, got it.  So now in Exhibit C, which is your current proposal, are you saying that avoided gas costs should or shouldn't be included in stage 1?


MR. SZYMANSKI:  We are saying they should.


MR. ELSON:  They should be, okay, great.  So that's a little bit different than saying, you know, if the Board makes us, we will include them.  Your proposal is, yes, they should be included in stage 1?


MR. SZYMANSKI:  That's correct -- sorry, stage 2.  There may be some -- to be clear, there may be some avoided gas costs and some alternatives that show up in stage 1, but predominantly stage 2.


MR. STIERS:  Kent, just to clarify a little bit, so the position we took in Exhibit C is if the Board does think that there should be further cost benefits considered beyond EBO 134, that we support the development of what we termed a DCM-plus.  So a small clarification.


MR. ELSON:  So what's your proposal, Mr. Stiers?  Are you saying that avoided gas costs should or shouldn't be included in stage 1?


MR. STIERS:  Again, I think Rich just spoke to what's in reply evidence in Exhibit C and, Rich, correct me if I am wrong, but I believe you said that what we provided in the response at Staff 20, some additional detail on has those costs incorporated in stage 2.


MR. ELSON:  So your proposal is that stage 1 would not include avoiding gas costs unless the Board directed you to?


MR. SZYMANSKI:  Our proposal actually indicates that there may be some examples where there are avoided or incremental gas costs that get captured under stage 1 as well.  It's specific to what the alternative is that we are evaluating.


MR. ELSON:  Let's say we are talking about a DSM-based IRPA.  If you are looking at a DSM-based IRPA, is your proposal that you would include the avoided gas costs in stage 1?


MS. VAN DER PAELT:  Maybe I can take this, Rich.  So stage 1 -- so the way that the test works is stage 1 is really the avoided costs associated with the facility.  Stage 2 is where a lot of your IRPA costs that are specific to that IRPA will show up.  And then stage 3 is really where your societal costs come through and it's actually the aggregate of those three tests.


The reason we are proposing this methodology is so that we can -- so everybody can transparently see at what point does it pass the threshold, and make sure that we are all on board with those are being appropriate costs.


So stage 2 is where all the associated DSM are the savings that you would be familiar with, Kent.  So you would see your incentive costs, the costs -- the savings that a customer would see on their gas bill, any program costs.  All those sorts of things would be in stage 2.  Stage 1 would really be generally more about the facility and the avoidance of the facility.


MR. ELSON:  Yes.


MR. SZYMANSKI:  Sorry, if I can just jump in there very quickly, Sarah.  I think Sarah mentioned earlier -- was saying program costs.  So we are kind of jumping back and forth between benefits and costs here.  If there is a program cost that is being incurred by Enbridge, the utility, that cost, since it's being experienced by the utility, would show up in stage 1.


The benefit that the customer receives would be stage 2.  Any customer costs that the customer may incur to achieve those savings, those costs would be stage 2.  So I guess the easiest way to look at it is stage 1 are costs and benefits experienced by the utility.  Stage 2 is the customer, and stage 3 is societal.


MR. ELSON:  Okay I think there's a simple answer to my question, which is no.  So I am going to try it one more time.


In your proposal under stage 1 for an example of a DSM IRPA, your proposal is that you would not account for avoided gas costs in stage 1; correct?


MS. VAN DER PAELT:  That is correct.  The customer avoided costs are not in stage 1.


MR. ELSON:  Got it.  And you said that if the Board requires that you include it, you will.  But your proposal is you will not on your own accord.


MS. VAN DER PAELT:  Right.  If they ask us to move it from stage 2 to stage 1, we would certainly have a discussion and that would be what we'd do.


MR. ELSON:  Okay.  Can we turn up Staff 20?  So avoided commodity cost in this response on page 3 is included in stage 1, but not in stage 2 or stage 3.  Can you explain this?


MR. SZYMANSKI:  Actually, what I am looking at right now shows avoided commodity costs as being in stage 1 and stage 2, but not stage 3.


MR. ELSON:  Okay, so this is -- is this what you're proposing?


MS. VAN DER PAELT:  Yes, that's correct.


MR. ELSON:  So you are proposing that avoided commodity costs are in stage 1?  I thought we just concluded that --


MS. VAN DER PAELT:  I think the difference, Kent, is what we are proposing is the commodity costs in stage 1 are the commodity savings the utility would incur, so think of things like compressor fuel, you know, from not moving the capacity, things that are related to the utility.  Stage 2 is where the commodity cost the customer saves shows up.  And I think your question was specific to the DSM IRPA, and so the commodity savings that a customer would see would be in stage 2.

MR. ELSON:  Okay.  Can you undertake to provide a revised version of this interrogatory response that breaks out the different kinds of commodity costs?  Because this is currently very unclear, and it would be helpful to have that clarity that you are accounting for avoided commodity costs for customers separately than avoided commodity costs for the utility.  Could you do that?

MS. VAN DER PAELT:  Yeah, I can do that.

MR. STEVENS:  Yes, Kent, we can provide that undertaking.  Just to be clear, it would be providing details of the avoided commodity costs or the types of avoided commodity costs that are considered at stage 1 and stage 2.

MR. ELSON:  Not quite.  It would be reproducing this table, appropriately breaking out the different kinds of avoided commodity costs and which stage they are addressed in.

MR. STEVENS:  So in other words, having several lines for avoided commodity-fuel costs rather than one?

MR. ELSON:  Yes.

MR. STEVENS:  We can do that.

MR. ELSON:  Thank you.

MR. MILLAR:  That's JT2.2.

UNDERTAKING NO. JT2.2:  TO PROVIDE AN UPDATED AND REVISED VERSION OF IR STAFF 20 WITH MORE DETAIL FOR AVOIDED COMMODITY-FUEL COSTS AND FOR INFRASTRUCTURE COSTS

MR. ELSON:  Just a suggestion.  You might want to do it as an update to this interrogatory, because right now it's just a bit confusing on the record.  I wouldn't want to see it come out in a confusing way, but I'll --


MR. POCH:  David Poch here.  Can I just save some time and suggest at the same time, anytime you have got an X in two columns, like you do for infrastructure costs, again, if you could, when redoing this chart, distinguish the nature of infrastructure costs that would go in stage 1 and those that would go in stage 2?


MR. STEVENS:  We can do that, David.  So to be clear for the record, reproduce this table so that there's a single descriptor on column 1 for each of the Xs in columns 2, 3, and 4.

MR. ELSON:  I am not sure that's quite it.  I think it was -- David Poch, you're looking for a further breakdown of the avoided infrastructure costs or any other kind of benefits; is that right, David?

MR. POCH:  The same as is proposed now for the fuel costs, distinguishing what kind of fuel costs find their way in stage 1 and what kind find their way in stage 2 that may be different for different kinds of IFPAs, in which case [audio dropout] more lines, do the same for infrastructure costs, because you have got an X showing up in the two middle columns there as well.

MR. STEVENS:  We can do that.

MR. ELSON:  Thanks.

MR. POCH:  Thank you.

MR. ELSON:  Maybe the best way to capture that is to provide as granular a breakdown of the different kinds of cost-benefits as possible.  Does that work?

MR. STEVENS:  I think certainly breaking it down so that there's a single descriptor for each of the Xs we can do.  I don't know -- I can't commit to just how granular it will be and whether that would actually be helpful or not.

MR. ELSON:  Okay.  Could we turn to ED 3, please.  And so in the question you'll see there is a table there, and if you could zoom into that table.  And you'll see, if you can zoom in even more, there's a column of specific benefits there.


Could you please fill out or add columns to this table indicating which of these items are addressed in your proposed stage 1, 2, and 3?

MR. SZYMANSKI:  So Kent, I think it's pretty obvious here that just by the nature of these specific benefits, this is electricity-based.  The vast majority of them are not even applicable to a natural gas utility.

MR. ELSON:  Yeah, so some of them are electricity-based.  This is from a report talking about --

MR. SZYMANSKI:  I would say they are all electricity-based.

MR. ELSON:  -- that talks about the benefit of distributed energy resources for both electricity and gas, so some of them are inapplicable.  And for the ones that are inapplicable, just remove them if they're inapplicable.

MR. SZYMANSKI:  So if I could maybe just -- this might help going forward.  So going back to the Board Staff 20 table, the line items, the costs and benefits that we included in that table, were -- were meant to be sufficiently broad to be able to capture many future costs and benefits that may be identified that are specific to any IRPA.  We did not go through an exhaustive listing that could in the future be restrictive in what can or cannot be used.


And then, also, I believe in, in our reply evidence Enbridge Gas supports -- states that, you know, it supports the assessment of well-known and clearly quantifiable impacts to both ratepayers and society.  And it also supports the OEB's consideration of other costs and benefits.

We have not gone through an exhaustive listing of all potential benefits and costs that currently exist or may currently exist in -- or, sorry, or that may exist in the future.

MS. VAN DER PAELT:  And to build on that, Kent, I think as we -- so we have listed some potential IRPAs and combinations as, you know, they could be accommodations.  I think our next step once we have agreement in terms of what is the mechanism is we would actually have to look at those IRPAs and say, so what savings do they drive on the system, what is the customer cost on the system, you know, what does it save, and get into the detail by the IRPAs, but we see that as future work.  We obviously have the best sense of what is in and out on a DSM, because it's been in place for so long.  But for the others they are so new, to sort of understand all the different pieces and the component pieces, that's one of our next steps if we have an agreement that this is the way we should be looking at it.

MR. ELSON:  You would be running stage 1, 2, and 3, not just one of them?

MS. VAN DER PAELT:  That's right.  It's meant to be a cumulative look.

MR. ELSON:  And are any of them considered primary and secondary?

MS. VAN DER PAELT:  In terms of weighting?  I would say, no, we were looking at it just to understand from a transparency, you know, what does your stage 1 benefits and costs, where does that put you, and then when you add in consumer, where does that put you, and then when you add in society.  So it's really about the transparency of understanding what is really driving that IRPA, but we don't have a prioritization planned between those three stages.

MR. SZYMANSKI:  And if I can also chime in there.  So we did have an IR on that, so if I could bring your -- bring you to Staff 20, part (c).  We do have a response on the record for that question.

MR. ELSON:  I see that there, and that was consistent with what was just said.  And so how do you decide when one of the stages suggests a higher -- you know, that the IRPA is better than the facility and vice versa?

MS. VAN DER PAELT:  I think we would look at the cumulative effects.  Right?  So as soon as we got to the point of looking at an IRPA, we have already established that that facility wasn't a safety issue, it wasn't one of those criterias that we discussed about yesterday.  So we would be looking at the different solutions, and I think the optimization is something we would be discussing around stakeholders and others to say, this is what we are bringing forward in IRPA filing, and we would have that discussion around, okay, why did you bring this one forward and what happened over here.  But we do see that as being part of the stakeholder day and the sharing in our IRPA filing.

MR. ELSON:  And so if I understand it, you calculate an NPV for stage 1, 2, and 3 for the facility, and then an NPV for stage 1, 2 and 3 for the facility, and then an NPV for stage 1, 2, and 3 for the best IRPA, or a number of IRPAs, and then compare those NPVs.  Is that right?


MS. VAN DER PAELT:  That's correct.


MR. SZYMANSKI:  Correct.


MR. ELSON:  Got it.  And then the higher NPV is more cost effective, I guess.  And if it's a demand-driven project, you have to have a positive NPV or you won't pursue it?  Is that what you are saying?


MS. VAN DER PAELT:  I think what we are saying is if the NPV of the IRPAs was not greater than that of the facility, we would probably proceed with a facility.  But that's assuming that that is the optimal solution.


The NPVs of a combination of IRPAs are, you know, within -- looking at other things like reliability, and making sure we are pursuing things that are in the best interests of everyone, including the customers.


So I think those are parts of what we proposed, is that we would look at the comparison of the two to determine what is most optimal economically.  But the societal test at the end is there to also help cover anything that, you know -- take into consideration those things that may not come under an economic piece.


So hopefully, we will have factored that in as we are looking at the NPV as well.


MR. ELSON:  So I just wanted to highlight a difference that I saw in your answers and Guidehouse's answers, which is that it's possible to have both the IRPA and the facility solution has an NPV that's less than zero for certain projects.  And in that case, you would just pick the one that is higher.  Isn't that right?


MS. VAN DER PAELT:  I will just have to go back to the evidence.  I think that was what our proposal was, subject to just checking the evidence on that.  But I believe that's what we proposed.


MR. ELSON:  Okay.


MS. VAN DER PAELT:  Go ahead, Adam.


MR. STIERS:  I was going to say I do believe we may have answered an interrogatory on that.  Kent, do you know which one it is?


MR. ELSON:  Yeah, you answered that in ED 4 and you said that if neither alternative had a positive NPV, then you wouldn't pursue either of them.  But sometimes you have to pursue a project, right?


MR. SZYMANSKI:  Yes.  So, Kent, just to clarify in the response that you are referring to, we do not specifically say we would not go forward.  It says in such instances neither alternative would be considered economically feasible by Enbridge Gas.  We don't say we wouldn't go forward.


MR. ELSON:  Got it, all right.  I see.  Okay.  In ED 5, we had a couple of questions about depreciation and you made reference to your latest depreciation or amortization policy.  Where is that?  Can you either file a copy, or just let me know where the latest version of that is?


MR. STEVENS:  Yes, we can provide an undertaking to indicate when the depreciation studies for the legacy utilities were last filed.


MR. MILLAR:  That's JT2.3. 

UNDERTAKING NO. JT2.3:  TO INDICATE WHEN THE DEPRECIATION STUDIES FOR LEGACY UTILITIES WERE LAST FILED

MS. DeMARCO:  Sorry, could I just ask?  Could you actually file the studies themselves, just to save the --


MR. ELSON:  That would be great.


MR. STEVENS:  Yeah, assuming that they're readily available and easily producible, then yes.


MS. DeMARCO:  Thank you.


MR. ELSON:  And so you have been conducting some kind of IRP analysis for a number of leave-to-construct applications, right?


MS. VAN DER PAELT:  Yes, that's correct.  We have been doing some high-level work recently.


MR. ELSON:  And in terms of cost effectiveness, have you been including avoided commodity costs, such as arise from DSM, in that analysis?


MS. VAN DER PAELT:  I think I need to defer to one of my other colleagues on the panel on this.  I am not sure if we have the person here.  Sue?


MS. MILLS:  I can speak to some of the analysis that we performed on the London mines.  It was really just a preliminary analysis that we conducted without the benefit of a framework to guide us.  But we just kind of looked at offsetting the growth beyond 2021 using DSM, and that was based on some of the information from the 2019 achievable potential study.


MR. ELSON:  Can you provide a list of projects where you have screened out non-pipe solution and, for each, whether avoided costs were included in the cost-benefit analysis?


MS. MILLS:  Yes, we can do that.


MR. ELSON:  Thank you.


MR. MILLAR:  That's JT2.4. 

UNDERTAKING NO. JT2.4:  TO PROVIDE A LIST OF PROJECTS WHERE NON-PIPE SOLUTIONS WERE SCREEND OUT, AND FOR EACH, TO SHOW WHETHER AVOIDED COSTS WERE INCLUDED IN THE COST-BENEFIT ANALYSIS

MR. ELSON:  Okay. I am going to leave cost benefit.  It's a big topic, and I'm sure other people will pick up on that.  I just have a question about rate basing.


There had been a discussion yesterday about the need for additional incentives where the IRPA is cheaper than the facilities solution, and that's something that we would agree is needed to provide an appropriate incentive.


Do you think that that should be determined in a formula in the framework, or something that Enbridge proposes on a case-by-case basis?


MR. STIERS:  I can offer some thoughts here, Kent, and others may want to add.


But what we've put forward is like for like treatment, so certainly the rate basing we see as being adequate incentive at the outset to approach investment in IRPAs, in a similar manner to the capital projects that they allow us to avoid, defer, or reduce.


So I just want to kind of start with that overarching statement.  And then I think where we left off yesterday was that we have on the record in Exhibit B the concept that to the extent that the Board determines that it's appropriate to add an additional incentive to further encourage the utility to pursue investments in IRPAs, that we would -- we would be willing to work with the Board to produce a position on that in support of the development of the framework.


MR. ELSON:  Could you undertake to provide a proposal on what additional incentives would be provided, or should be provided to encourage Enbridge to implement IRPAs when they're significantly cheaper than the facilities option?


MR. STEVENS:  Sorry, when you -- you're speaking about additional incentives beyond like for like treatment?


MR. ELSON:  Correct.


MR. STEVENS:  I don't know.  Maybe the witnesses can comment on whether this is anything that Enbridge would be able to put together, or has developed a position on to date.


I don't want to give the undertaking, Kent, if it's not something that we have the information to answer.


MR. ELSON:  And David, I would be fine for that to be something that you take back, and either respond with a proposal, or respond with some thoughts, or respond saying we need to think about it more -- in other words, a best-efforts answer is fine.


MR. STEVENS:  Okay.  So on that basis, can you just repeat what the question is, please?


MR. ELSON:  Yes.  To provide a proposed formula to determine additional incentives for Enbridge where the IRPA is significantly cheaper than the facility solution.


MR. STEVENS:  We will accept that undertaking, subject to the proviso that the answer may simply indicate where and when Enbridge thinks that question is best addressed.


MR. ELSON:  Sure, thanks.


MR. MILLAR:  It's JT2.5.  
UNDERTAKING NO. JT2.5:  TO PROVIDE A PROPOSED FORMULA TO DETERMINE ADDITIONAL INCENTIVES FOR ENBRIDGE WHERE THE IRPA IS SIGNIFICANTLY CHEAPER THAN THE FACILITY SOLUTION.

MR. ELSON:  Thank you. And now I have a question, a number of questions about different kinds of IRPAs.  And if you could turn to Staff 17, I am just trying to understand your response to this.


You seem to suggest that you can only include electric heat pumps as an IRPA if Enbridge would own them.  Is that Enbridge's position?


MS. SIGURDSON:  No, that is not our position.  What we're trying to say -- this is in section B of staff 17 specifically -- is it is would be market-dependent.  So we see that in the case of air-source heat pumps, if there is a competitive market, then we would work with third parties in that instance.

But again, I think what we say here is we look at the facilities option, weigh that against the varying IRPAs, and then determine from a cost point of view, benefit to the ratepayers, which one would make the most sense for the ratepayer.  And as Sarah talked earlier, and I think Adam yesterday as well, our thought there is in discussion of the IRPAs and the options that we have we would have that as part of the stakeholder discussion to flush out what the possible benefits would be.

MR. ELSON:  And so Enbridge could include electric heat pumps as an IRPA where the customers own the equipment and Enbridge is only rate-basing the incentives?

MS. SIGURDSON:  Well, the proposal here is again back to that like-for-like treatment, right?  So we need to make sure -- and I think Adam spoke to that yesterday, and it's in Exhibit B, so the full cost, we have to do a full cost comparison, and so the modelling and the economics of what that entails, that needs to be done, and that would be part of the second stage.  We're looking for the direction from the Board on the framework to begin, and that will allow us to understand what is in scope and not in scope, and then that will determine which IRPAs to put forward.  And then that would be subject to an IRPA application.

MR. ELSON:  Yeah, so part of what I am getting at is in Staff 17 you said ownership of these assets could have a moderating impact on rate base if the result is a more cost-effective IRPA than otherwise.  And I was worried that that was suggesting that your proposal is that you'll only include electric heat pumps if you own them, and you corrected that's not the case, and that's helpful.

MS. SIGURDSON:  Correct.

MR. ELSON:  And my next question, I think the answer is straightforward, and I have seen Adam nodding to this, which is that, assuming that it's cost-effective, Enbridge could include electric heat humps as an IRPA where customers own the equipment and Enbridge only rate-bases the incentives.  At least that's the proposal.

MR. STIERS:  Yeah, I think, Kent, that Ravi represented this well, but I will reiterate that the intent here is to leave the door open broadly, in terms of configuration of IRPAs.  So we're certainly not restricting ourselves or are intentionally not -- attempting not to restrict ourselves in terms of what arrangements, what combinations, permutations of ownership, and/or the nature of various technologies would be at this stage, because we think that would -- that would hamper our ability to succeed when it comes to implementing IRP going forward.

So as Ravi pointed out in response to part (b), we go on to elaborate a little bit further on how we might handle various scenarios in future.  But it's intentionally speaking in generalities so that we can bring forward IRPA proposals in the future, potentially on heat pumps -- or including heat pumps, to get other IRPAs or any other technologies, services, or anything else that we have mentioned in any of our evidence for the Board's consideration and for the parties to consider as well.

MR. ELSON:  Thanks.  Could you turn to Energy Probe 17, please.  And this is an interrogatory which talked about a Central Hudson program.  And they look at pipes scheduled for replacement and offer technical assistance and incentives to convince customers to cut off their gas connection and fully electrify their space heating via ground-source heat pumps or air-source heat pumps.

Could you undertake to provide any documentation that ICF has on this?  And particularly, we'd appreciate any more information on the size of the program, whether it earned a return, so on and so forth.

MR. STEVENS:  Can I suggest, Kent, that that question be put to ICF when they are on the stand rather than us guessing at what they have or don't have?

MR. ELSON:  Yeah, I guess so.  You know what?  I am actually not going to -- I don't have any questions for ICF, so I can pass that on to someone else, but, yeah, no, that's fine.  I can do that.  Okay.

MR. STEVENS:  Thank you.

MR. ELSON:  So would Enbridge agree to include this kind of assessment as part of its look at IRPAs?

MR. STIERS:  I don't think we can commit, again, Kent, that this will absolutely be included in all instances from this point going forward, but we can certainly take away to look at it, and I tried to keep this impression yesterday, I will try to do the same today, that we will take away and look at any opportunities that are brought to our attention, and if they -- if they seem viable to us and pass the test that we've set out in our guiding principles, screening criteria and so on, then we certainly expect that we would be in a position to advance applications to the Board to invest in such technologies or services, what-have-you.

MR. ELSON:  Now, I am not sure if you would need to file an application for this kind of project where it's smaller.  If it's cost-effective, could Enbridge do this within its existing capital budget without an application?

MR. STIERS:  Again, I don't know anything about, is this Central Hudson, you said?

MR. ELSON:  Yeah.

MR. STIERS:  About this particular service, so I can't speak to it.  Perhaps somebody else can.

MS. VAN DER PAELT:  Yeah, I am not familiar with that one, but from just the comment that you made, Kent, around the fact that they cut off their gas service and were no longer a customer, I think that is something we would have to think about in terms of where does the recovery of those costs go, are we putting costs of somebody else's benefit on to the remaining ratepayers, so I do think we'd have to just understand, right, as with all our IRPAs, who is really paying and who is really benefiting.

MR. ELSON:  Yeah, I am putting aside the cost-benefit analysis, which is important, of course.  My question relates to how, you know, how and when you're going to go about looking at this kind of option, because it's a fairly small -- you know, these are going to be particular instances which are not giant projects, and this would be something that you would otherwise fund within your capital budget, you know, replacing a small portion of your pipe, and whether you would be able to do an IRPA through your existing capital budget without needing a specific additional application.  That's my understanding of how it would work, and I am just looking for clarification without getting into the details of the program, based on the fact that it's small, that you could do this within your existing capital budget without an application.

MS. VAN DER PAELT:  I think the clarity of having -- and we're not -- we don't have the capital person here, necessarily, but our capital projects that we can do and what we're enabled to spend on is delineated by the OEB, and I don't think removing them and putting in a geothermal might be considered a capital, but we would have to check that.

I think it comes back to what's the technology and does that fit into our current guidelines provided by the Board on appropriate capital investments.  So what we are really proposing here is that we should start with some pilots, right?  We have so much learning to do around how this is all going to work that I think to think about what it could look like in the future on those small projects, we are still trying to grasp with how we are going to get some really good pilots going, so it's a little forward-thinking for where we are at right now.

MR. ELSON:  So at the moment you are not proposing to pursue these small projects beyond a pilot.

MS. VAN DER PAELT:  We are not proposing that in our evidence, no.

MR. ELSON:  And when would you start including that in your greater IRPA planning processes?  After pilots are completed?

MS. VAN DER PAELT:  I think we would need to have some decisions from this process and the information that are coming from the pilots, yeah.

MR. ELSON:  And would you agree that Enbridge should be required to do these kinds of small projects where they are feasible and cost-effective?

MS. VAN DER PAELT:  After a framework is done?  In what context, Kent?

MR. ELSON:  Yeah, in a framework.

MS. VAN DER PAELT:  So after the decision's made would we be required to?  What we are proposing is that it needs to be -- it needs to make sense from the savings, the costs, the level of effort engaged.  And I think that's where you see in terms of the projects we are bringing forward and the proposal we have in our evidence is really around the asset management plan.

So I believe your question is would you bring these forward as part of your asset management plan.  I cannot speak to that part at this point.  I would say it's so hypothetical that I don't really have a firm answer on whether we would or not until we have some experience here.

MR. ELSON:  I guess my question is do you think that the framework should require Enbridge to pursue these kinds of projects where they're feasible and cost effective?

MR. STEVENS:  Sorry.  To be clear, Kent, when you say "these kind of projects", are you referring to converting customers from gas to electricity?

MR. ELSON:  Akin to the Central Hudson program.

MS. MILLS:  Kent, it's my understanding -- this is Sue here.  it's my understanding that Central Hudson is a dual fuel utility -- and of course, ICF can confirm that.  So for them to switch a customer from natural gas to electricity is perhaps a little bit easier than just a natural gas-only utility.

MR. ELSON:  So you don't think you should be required to undertake these projects where it's feasible and cost effective?

MS. MILLS:  I am not saying that.  I am just saying perhaps in the Central Hudson example, it is easier for them to switch a customer from natural gas over to electricity as it is their remaining -- their customer.

MR. ELSON:  I will follow-up on that because it's an important point.  But just before leaving the question --

MR. STEVENS:  If I can interject, Kent?  Listening to the back and forth, it doesn't sound like these witnesses have formed a view on this.

So perhaps it makes sense for us to answer the question by way of undertaking.

MR. ELSON:  If I can try to describe that in a couple words, it would be to undertake to provide Enbridge's position as to whether the framework should require it to pursue projects similar to the one described in EP 17, where they are feasible and cost-effective.

MR. MILLAR:  It's JT2.6.  
UNDERTAKING NO. JT2.6:  TO PROVIDE ENBRIDGE'S POSITION AS TO WHETHER THE FRAMEWORK SHOULD REQUIRE IT TO PURSUE PROJECTS SIMILAR TO THE ONE DESCRIBED IN EP 17, WHERE THEY ARE FEASIBLE AND COST-EFFECTIVE


MR. ELSON:  Thanks.  And so to follow up on your point, Sue, if you're talking about conversion from gas to electricity, have you talked about coordination with the IESO on those kinds of projects for IRPA?

MS. MILLS:  Specifically from gas to electricity?

MR. ELSON:  Yes.

MS. MILLS:  I have not talked -- I have not spoken with the IESO regarding that.  But I believe that DSM -- and perhaps Sarah could elaborate a little bit further on some of the co-ordinations we have had with the IESO on some of the other programs.

MS. VAN DER PAELT:  To be clear, Kent, your question was around IRPA.  We have not had any discussion on IRPA collaboration -- again, waiting for the framework, waiting for some sense of what will be in scope and out of scope.

We do coordinate with them on our DSM program and in fact, we have several programs that are jointly being delivered in market this year.

MR. ELSON:  And do you think the framework should require cooperation with the IESO, and that the IESO should provide these kinds of incentives?  Or that you would provide these kind of incentives for conversion to electric heat pumps?

MS. VAN DER PAELT:  My view is it would be us providing those incentives because we are trying to incent them off of our system, and it's versus the revenue that would be generated on somebody else's system.  And to be fair, it wouldn't even be IESO who would be benefiting from the system completely; it could be the LDC.

MR. ELSON:  Got it, okay.  I have got a couple questions further to GEC 23, again on the topic of electric heat pumps.

Would you agree, generally speaking, that electric heat pumps are comparatively more cost effective in new construction versus retrofit?

MS. SIGURDSON:  It depends on the type of -- I presume you are talking about geothermal here.

MR. ELSON:  I mean both, really.

MS. SIGURDSON:  For geothermal, I would suggest that perhaps new construction would be the better market for that.  But for air-source heat pumps, the electric air-pressure pumps, those could also be in a retrofit situation for residential homes.

MR. ELSON:  Oh, absolutely, they could be.  But it's cheaper to start from fresh; is that fair to say?

MS. SIGURDSON:  It depends on the type.  So there's the cold climate air pressure pump and there's geothermal; that's the distinction I am making.  So it depends on the full costs in terms of in new construction, geothermal probably would be more cost effective there.

But if we are thinking about natural gas commercial heat pumps or electric air source heat pumps, those could be in a retrofit situation, too.

MR. ELSON:  And one of the distinctions between retrofit and new construction is if you are implementing an electric heat pump in new construction, you could avoid the cost of bringing the pipeline to that property.

MS. SIGURDSON:  In a retrofit situation, though, you have already got the pipeline there.  So I wouldn't go that far.

MR. ELSON:  Yeah, yeah.  Would Enbridge consider offering a developer of a new subdivision additional incentives to implement electric heat pump instead of gas furnaces where that would be cost effective as part of a broader IRPA?

MS. SIGURDSON:  I think we alluded to that earlier.  Nothing is really off the table in that sense.  When we are looking at comparison and effectiveness of IRPAs, we are looking at different models that could make that happen, third party being one of them.

MR. ELSON:  Got it.  And in GEC 23, we asked a similar question, or GEC asked a similar question, and I think the answer was we're already providing an opportunity for developers to participate through the DSM programs.  And taking a step beyond that, I think what you're saying is you would also consider targeted incentives as part of an IRPA for new developments.  Is that fair to say, because you are not taking anything off the table?

MS. SIGURDSON:  If we put forward an IRPA application that has to do with that, we could consider each of those options.

MR. ELSON:  Okay.  I am going to be in good time and hoping to donate some of my time to David later this afternoon because he is going to have some -- later this morning some more detailed questions on cost-benefit analysis.   But just a few last questions here on risk of underutilized assets.

If you could turn to ED 6, please?  In this interrogatory, we made reference to the North Bay proceeding in EB-2019-0188, and Exhibit I-ED-9(d).  And in that exhibit, Enbridge indicated that the annual cost of heating with a heat pump would be lower than the cost of natural gas heating if a surcharge was considered.

And we would appreciate you folks providing the underlying calculations used in that case, in the live version of the residential natural gas conversion savings estimate Excel document, which I think would be very easy to do.  And this relates to the risk of underutilized assets and some of the discussion we had yesterday about whether that risk is just merely speculative and fine to disregard, or something that needs to be addressed in the framework.

MS. SIGURDSON:  We would -- I think in response we referred to ED 7, so I will take you to section or parts (b) and (g), where we go back to the fact that this proposal isn't seeking OEB approval to implement a specific IRPA.  So this type of calculation analysis that you are looking for, that would be done at the time we are putting forward specific IRPAs.

MR. ELSON:  Yes, and I think you thought the question was about heat pumps, and really the question is about underutilized assets.

And so with that context, and in light of the discussion we had yesterday, it's obvious that there's a live issue of whether the risk of underutilized assets is something that needs to be addressed in this framework or not.

You folks think that that's a speculative risk that can be left out, I guess you could say, and we think it's something that should be considered and this is relevant to that.

So on that basis, can you file this information?  I assume that would not be hard to do.

MR. STEVENS:  Kent, just for a reminder, can you repeat the specific information that it is you are requesting, Kent?

MR. ELSON:  Sure.  The underlying calculations under Exhibit I-ED-9(d) in EB-2019-0188.

MR. STEVENS:  From Enbridge's perspective, I think that's getting into a level of detail that we don't believe is relevant in this proceeding in terms of creating an IRP framework for Enbridge Gas.  So we are not prepared to provide that detailed information. 

MR. ELSON:  Who on the panel is most familiar with the residential natural gas conversion savings estimate Excel document?

MS. SIGURDSON:  Sorry, Kent, which document are you referring to?

MR. ELSON:  It was filed in I-ED-7.  It's an Excel spreadsheet that calculates conversion savings, and it's entitled "the residential natural gas conversion savings estimate".

MS. SIGURDSON:  I am on ED 7.  Can you point me to it?

MR. ELSON:  Sorry, that's ED 7 in the North Bay proceeding.  It's the document that you use to calculate the cost of heating with different kinds of technology.

MS. SIGURDSON:  I wasn't close to the North Bay proceeding, so I cannot provide you a response to that.

MS. VAN DER PAELT:  I don't think there's anyone on this panel, Kent, that was part of the North Bay proceeding.

MR. ELSON:  Got it.  So in the North Bay proceeding, the conclusion was heat pumps, when you are accounting for the surcharge, are cheaper than natural gas.  I think that's pretty relevant, and we would like to not only have those calculations as set out in the natural gas conversion savings estimate, but an update to that evidence incorporating the federal government's announced carbon price increase.  Can you undertake to provide that?

MR. STEVENS:  No, no, we can't.  I think, again, that -- similar to the discussions that I had with Dwayne yesterday, Enbridge doesn't view this proceeding as being aimed at determining all of the parameters of specific IRPAs that might apply in the future.

MR. ELSON:  Well, with respect, David, one of the things it is determining is whether or not government policy such as the carbon price increase should be included, and this evidence directly goes to that, because it would provide information on how important that information is, and we think it is critically important, and on that basis can you reconsider your answer?

MR. STEVENS:  No, I can't -- or, no, I won't.

MR. ELSON:  Well, then we will have to take that up at the hearing, and those are my questions.  Thank you.

MS. DeMARCO:  Actually, can I just follow in on that one?  It's Lisa.  In relation to the screening criteria -- and I am looking very specifically at Exhibit B, I think it's page 21, paragraph 39 -- there is express mention of residential natural gas heat pumps as a specific, I am going to say non-pipeline alternative that you are considering.

In relation to your criteria, the screening criteria, the binary screening criteria, I understand that you've screened those out if they're in the realm of community expansion.  And so there must have been some assessment done on why it was appropriate and least efficient in terms of your guiding least cost principles to screen those out, so I'd find that information very useful as well.

MR. STEVENS:  Right.  My understanding of the evidence yesterday and the pre-filed evidence is that Enbridge isn't saying that it's screening out particular potential IRPAs in relation to community expansion.  Instead, what Enbridge is saying is that where a community expansion project is underpinned by dedicated funding, then Enbridge will proceed with that project, and Enbridge does not, given that the funding and the government direction to complete the project, Enbridge doesn't believe that IRP alternatives are appropriate to consider.  But that exercise is not directed at any one particular IRPA being screened out, but rather the entirety of IRPA being inapplicable.

MS. DeMARCO:  I am just a little confused with that, because if I read paragraph 39 in the context of paragraph 38, it appears as though you are entering into an either/or determination, strictly pipe and community exemption and no residential natural gas heat pumps from the screening criteria that you are now asking us -- asking this Board to approve, not a potential community expansion with pipe as per the grant scenario that you just outlined and residential natural gas pumps.  You have eliminated that possible efficiency, as I understand it.

So I think the underpinning economic analysis for the elimination of that non-pipeline alternative in coordination with the grant would be very useful to both the Board and to the intervenors in assessing that.

MR. STIERS:  I can offer up, Lisa, clarification that based on yesterday's discussion we are not eliminating consideration of any form of IRPA, whether that be a form of heat pump or other IRPA, at this stage, and the community expansion screening criteria that we discussed yesterday, I believe it's the fifth one, community expansion and economic development that we discussed, was only a restriction in situations where funding is dedicated, and in this case we were speaking to funding dedicated by law to specific communities in order to connect them to natural gas systems.  That is the only restriction we are speaking of.

MS. DeMARCO:  That's my understanding, but in terms of the actual elimination of the non-pipeline alternative in coordination with that community expansion funding, so pipe plus residential natural gas heat pumps, could clearly fall within the grant funding intention and the efficiency that the Board is seeking, and so I assume -- and tell me if I'm wrong -- that you've done economic analysis to say where we do have grant funding it is not efficient to do both pipe expansion and non-pipe alternative residential natural gas heat pumps to those communities.

MR. STIERS:  I am not aware of any such economic analysis, but I will put it to the panel to find out if anybody else is.

MR. KITCHEN:  Lisa, it's Mark Kitchen here.  The communities that receive the grant funding are communities that do not have natural gas.

MS. DeMARCO:  Yes, they're most of my --


MR. KITCHEN:  So grant funding provides the community with the natural gas.  Once the community is piped, and to the extent that there is potentially more expansion, then IRPAs will be available.

MS. DeMARCO:  So that's the issue, Mark.  If you are looking at one of my very vulnerable First Nations communities that would benefit financially and otherwise from having natural gas facilities expansion, and you're sizing the nature and substance of the pipeline going to those communities, it would be very helpful to have the informed basis of whether or not those houses on or off reserve would be supported by natural gas heat pumps.

So you would want, notionally, I would think, to have an analysis of what is the end use and how will those facilities be used in the community.

So as I see your criteria -- correct me if I am wrong -- you must have done economic analysis to determine that it is not efficient to have natural gas heat pumps supported in those community expansion situations.

MR. KITCHEN:  I don't believe there was analysis done.  But why don't we do this.  Why don't we take an undertaking and address your issue through that.

MS. DeMARCO:  I think that would be very helpful.  Kent, is that sportive of where you wanted to get to?

MR. ELSON:  I was talking about electric heat pumps, but go for it.  It doesn't answer my question, but it does answer your question, so --


MS. DeMARCO:  Yes, it's helpful for me, thank you, Mark.  I appreciate that.

MR. MILLAR:  So the undertaking is JT2.7.  Is it to provide whatever economic analysis may have been done with respect to heat pumps for community expansion projects?

MS. DeMARCO:  To exclude natural gas heat pumps for community expansion projects.

MR. MILLAR:  The economic -- Lisa, why don't you tell me what the undertaking is, because I got it wrong.

MS. DeMARCO:  To provide any and all economic analysis that was used to support the binary screening exclusion of non-pipeline alternatives in community expansion situations. 

MS. SIGURDSON:  I do want to step in here for a moment, just because I feel like there may be a bit of a misunderstanding.  So I am hearing you say, Lisa, non-gas and then natural-gas heat pumps.  So in the world of heat pumps -- I hope this will help folks understand, but you have got geothermal and air-source heat pumps.  Those 
are --


MS. DeMARCO:  Could I just correct there?  I didn't say non-gas -- I said non-pipeline.

MS. SIGURDSON:  Okay.  So natural gas heat pumps, though, so they are commercially ready on the commercial sector, so not from a residential basis at this point.  So I want to make sure that that was clear here.

MS. DeMARCO:  Well, you speak to residential natural gas heat pumps in your section 39 of the evidence, in fact you have an application where you were offering them.

MS. SIGURDSON:  Right.  So on the natural gas heat pumps, they exist commercially on the commercial sector, but not on the residential sector.  That type of technology is currently under development.  So there is a distinction.

So when you are talking about a residential community, you wouldn't have -- there isn't a product that exists today that could serve that community, forthcoming, but not today.

On a commercial sector, yes, they exist.  But I just want to make that bit of a distinction.

MS. DeMARCO:  I am just confused by that response because, correct me if I am wrong, you did have an application coordinated with your original renewable natural gas application where you were offering residential natural gas heat pumps.  Is that correct?

MR. STEVENS:  I believe, Lisa, that initial application contemplated geothermal systems.

MS. SIGURDSON:  That's right.

MR. MILLAR:  Okay.  I thought we had an undertaking but I am not sure we do.  What is the undertaking?

MS. DeMARCO:  The undertaking is to provide any and all economic analysis to support the exclusion of non-pipeline alternatives or IRPAs in community expansion projects.

MR. MILLAR:  Okay, that is JT2.7 -- unless I am hearing objections.  Okay.  Can we move on?  
UNDERTAKING NO. JT2.7:  TO PROVIDE ANY AND ALL ECONOMIC ANALYSIS TO SUPPORT THE EXCLUSION OF NON-PIPELINE ALTERNATIVES OR IRPAS IN COMMUNITY EXPANSION PROJECTS.

MS. DeMARCO:  Sorry for interrupting.

MR. MILLAR:  Okay.  Thank you, Lisa, and thank you, Kent, for your services in furtherance of regulatory efficiency; it is appreciated.

David, I think you're up next.  But why don't we take our break.  We are at 10:42, so let's break for 15 minutes, and then, David, you are up.

MR. POCH:  That's good.

MR. MILLAR:  Okay, thanks everyone.
--- Recess taken at 10:42 a.m.
--- On resuming at 10:57 a.m.

MR. MILLAR:  Okay.  We are at 10:57.  David, you have 90 minutes.  Go.
Examination by Mr. Poch:

MR. POCH:  Okay.  And Kent, I think, donated me an extra ten minutes, but we'll see if it's necessary.

MR. MILLAR:  Well, he did, but we lost most of it around that undertaking, but anyways...

MR. POCH:  That's Lisa, not him.  All right.  First of all, is my understanding correct that EBO 134 was really -- initially was intended for the situation where you're talking about whether to do a system expansion and hence your openness to considering many changes the Board might want to make in this context of dealing with, for example, adding capacity to existing regions due to load -- due to demand growth; is that fair?

MS. VAN DER PAELT:  That's correct.

MR. POCH:  Okay.  Can we -- let's look at Staff 28 and the chart on page 3, I think.  First of all, is this -- is this your DCF or is this your DCF plus, and maybe you can just tell us the distinction between the two in your mind?

MR. SZYMANSKI:  So the table identifies in a broad sense the categories that we would include within the DCF plus analysis.

MR. POCH:  Okay.  And how does that differ from the EBO 134 DCF, if at all?

MR. SZYMANSKI:  The structure of the DCF calculation itself are -- is -- is the same.  The only thing that we are saying would be different, let's call that the "plus", is the potential of maybe including additional benefits and costs that may not be currently included in the traditional EBO 134 DCF analysis.

MR. POCH:  All right.  But all of the lines in this table are already in the 134, are they not, at least at one stage or another?  You are just saying you are going to have a more expansive application of them?

MR. SZYMANSKI:  That's correct.

MR. POCH:  Okay.  Let me just make sure I understand this.  It really helped this morning, the clarification.  Let's, for example, take the O&M line.  You've not included them in stage 2, the customer benefits and costs.  Of course, a customer who gets an efficiency measurement would avoid some O&M.  Can you explain why that's only in the first column and not the second?  Stage 1, rather, and not stage 2.

MR. SZYMANSKI:  Are you referring to the -- you're referring to the benefit and not the cost.  Okay.

MS. VAN DER PAELT:  I can jump in here, Rich, if you'd like.  So for most measures the customer would have some cost from an O&M perspective, not a savings.  So when we put in that line, we still have to have -- so I think there's a like for like.  I am just trying to think of the IRPA and the scenario.  Customer would have to put in some heating source, they would have to put in -- you know, let's just assume in a pipeline example they are going to have to heat their home and put water heating in in some way.  They are going to have to do that even if it is a non-pipeline solution, it's just there may be an incremental cost, which is what's reflected in the cost.  Because what we have seen historically when I think specifically to energy efficiency equipment is the other equipment has an incremental cost that is higher than the traditional pieces.  So that's the way we've looked at it.

MR. POCH:  All right.  I was assuming that in your table avoided O&M as the benefit was a benefit that the utility might have in stage 1; is that correct?

MS. VAN DER PAELT:  That is correct.

MR. POCH:  And why would -- you would agree then if the utility saved O&M if that's going to be passed along to customers --


MS. VAN DER PAELT:  I see where you are going, yes.  So maybe we'll go back to the explanation we had this morning.  So all of the utility benefits and costs are in that first column, and so the ratepayers do see the impact of that.  Stage 2 are those that the customer -- that you can directly attribute to a customer savings or costs in O&M and a customer's savings or costs related to commodity and fuels.

MR. POCH:  Right.  So stage 2 would not include customer benefits and costs that they're experiencing as a rate impact.  They'd only -- only the ones that they -- as it were, personal, and that participants experience and that non-participants don't?

MS. VAN DER PAELT:  Right.  And if they were getting something as a rate impact.  So let's say, for example, there was an avoided O&M.  That rate benefit, that's actually considered in stage 1.

MR. POCH:  I understand.  So stage 2 then -- so neither of these tests on their own tell us what a participant customer is going to experience.  So if you have a new subdivision possibly and you're talking about an new project that would change the whole investment structure, neither of these tests on their own are going to tell us what those subdivision customers are going to -- are going to feel in terms of impact.  We'd have to have -- we'd have to sum both of them; is that fair?  Somehow sum both of them?

MS. VAN DER PAELT:  Yeah, I think Mr. Szymanski pointed to it earlier.  The intent is to run all three stages of the test.  We wouldn't be intending to run one and not run the other two.

MR. POCH:  Okay.  But can you simply add these sums together to -- I guess I am trying to get at, what does the stage 2 test tell us in this new scenario?  What -- what is it a test of?

MR. SZYMANSKI:  So maybe I can help here.  So as said before, stage 2 is a look at the benefits and costs from the customer perspective.  However, it would not include the rate impacts, the future rate impacts, that the customer may specifically incur that is a result of stage 1.  We acknowledge that all of the costs and benefits that flow through the stage 1 analysis at some point in time will make their way into rates and impact customers.  Those impacts are not reflected in stage 2.

MR. POCH:  I guess my question is, will you conduct this in a way that we can simply add the impacts of stage 1 and the economic impacts in each year, for example, in stage 1 and in stage 2, and come up with a -- something analogous to a TRC plus result?

MR. SZYMANSKI:  Our proposal is that we will run all three stages within the analysis, and the results of all stages will be available.

MR. POCH:  Well, I am asking you if the form of these tests will be such that we can simply add them together?  I understand, you know, right now, for example, in DSM we have a TRC test and then we have a RIM test, but we don't add them together.  They are testing different things.

Here I am sensing you are trying to test -- construct these new tests or the new application of these tests in a way that we can add them together to understand the total impact.  Am I right or wrong about that?

MR. SZYMANSKI:  That's correct.

MR. POCH:  All right.  So -- thank you.  What about taxes like HST that customers pay in their bills?  I don't see where that shows up.  I see utility taxes, the taxes that the utility would bear, are in stage 1.  I don't see taxes the customers would bear or avoid in stage 2.

MR. SZYMANSKI:  So when we refer to the taxes, that specifically refers to the income taxes and municipal taxes that may be incurred.  The GST or HST impacts would not be included in that within stage 1, and --


MR. POCH:  Right.  I understand that's the -- you know, the income credits offset -- it's a flow-through for the utility.  But for customers, most customers, residential customers, at least, it's not a flow-through; correct?  Most customers don't have offsets, or whatever they call them, input tax credits.

MR. SZYMANSKI:  Agreed.  That is not included.  We have not included that within our bucket of benefits and costs.

MR. POCH:  Would you agree it would be appropriate to include in stage 2?

MR. SZYMANSKI:  I would have to think about that.  I am not going to agree or disagree at this stage.

MR. POCH:  Why don't we get an undertaking on it, just to let you think about that and gives your thoughts, if that's okay.

MR. STEVENS:  Yes, we can do that, David.  So to repeat the undertaking, it's whether Enbridge should include the impact of tax impacts on customers as part of stage 2.

MR. POCH:  Yes.

MR. MILLAR:  That's JT2.8.  
UNDERTAKING NO. JT2.8:  TO GIVE ENBRIDGE'S VIEW ON WHETHER IT SHOULD INCLUDE THE IMPACT OF TAX IMPACTS ON CUSTOMERS AS PART OF STAGE 2


MR. POCH:  All right.  And I see you have got avoided GHG emissions.  Are you using that term synonymously with carbon charges?

MR. SZYMANSKI:  Yes.

MR. POCH:  Okay.  And I take it you wouldn't be looking at actual emissions anywhere not measured in dollars in any of these tests?

MR. SZYMANSKI:  That category of costs and/or benefits we would include within the stage 3 "other external non-energy benefits and/or costs".

MR. POCH:  Okay.

MR. SZYMANSKI:  And it would more than likely be a qualitative measure, being that it's difficult to quantify.

MR. POCH:  Right.  So you spoke this morning of avoided commodity fuel costs, and you were explaining why there's Xs in both stage 1 and stage 2.  Stage 1 would just be the fuel burns of the utility itself, like compressor fuel.  Stage 2 would be the commodity costs avoided by the customers, or expended by the customers in the case of, say, the alternative fuel they would turn to, correct?

MR. SZYMANSKI:  That's correct.

MR. POCH:  All right, you just answered my question that in stage 2, you would catch both the alternative fuel and the impact on gas.

Now, you indicated a willingness to expand tests in your discussion this morning with Mr. Elson.  You weren't really proposing to change any of your tests, but you said you were open to, for example, counting commodity -- commodity costs.

I took that discussion to mean you're opening to capturing them in stage 1.  I am scratching my head about it now in understanding if that's what you intended or not.  What is it that you were imagining that the Board might want to add to any of these tests?

MS. VAN DER PAELT:  I will jump in here.  I think what we imagined would happen here is that in the definition of the specifics of, you know, as we talked of this morning, what is avoided O&M, what is the appropriate commodity and fuel costs.  Those could differ between the different IRPA solutions, and we saw that the Board may want to talk about what would all get included in those categories.  What we are really looking at is the staging of the test for transparency purposes, and for the way that we look at projects.

So that's what we thought they would do, is they would look at each of those line items and determine if our definitions are broad enough and how we were going to assess the costs in each of those.

MR. POCH:  All right.  You've spoken in answer to part (c) of Staff 20 about the primacy to a specific stage determined based on factors such as reliability of data on a case-by-case basis.  What other factors would affect the primacy?

MR. SZYMANSKI:  That would be specific to what the individual IRPA is.  It's -- ultimately, that is up to the Board to determine.  Our proposal is to present all three stages with each IRPA request, and I -- at this stage I can't think of any other specific factors that may influence the primacy.

MS. VAN DER PAELT:  Just to build on that, I think it's going to be project specific as to what is the need that's trying to be met, you know, what is the situation that's in front of us.

So would have to -- it would be on a -- you know, as the project came forward, what are we trying to achieve with this project.  That could be the only thing I would see which could change the primacy.

MR. POCH:  Would another way of saying that -- for example, the reliability of data -- is that you would perceive different risks and different alternatives, and that's the factor you are identifying here that you would want the Board to consider.

MS. VAN DER PAELT:  That's correct, right.  So the location of the pipe where you're trying to solve it, right, what are the other options if something doesn't materialize, what are the risks that are being implicated by taking channel A versus channel B.  Those are the things that would be situational-based.

MR. POCH:  All right.  So we are acknowledging that risk is another factor that you would expect the Board would have regard to -- or you would have regard to, and then the Board would have regard to in choosing between, say, a facilities approach and one or more non-pipe alternatives.

MS. VAN DER PAELT:  Absolutely, absolutely.

MR. POCH:  Okay.  And when you would talk about risk, I assume the one that you have indicated is the risk that something, you know, for example that energy efficiency wouldn't materialize fast enough.  Is that fair?

MS. VAN DER PAELT:  Yeah, I think it's the risk that the -- the risk that we aren't able to meet the peak day is really the piece.  So if I look at our evidence, we talk quite a bit about risk in Exhibit C, section 6, and it's really that we need -- we have the obligation to serve.  And I think this is really the core of the discussion on, you know, how this is all sorted out is that we need to make sure that we can deliver on a very cold day, to make sure that the heat is there for when people need it because it is a requirement for life.

MR. POCH:  Okay, that's understood.  But your benefit-cost tests here are at least largely about economics, and I am wondering about economic risks.  Would you think that the Board should have regard to those when choosing between different sets of alternatives, including facility?

MS. VAN DER PAELT:  What type of economic risks were you referring to?  Could you give me an example?

MR. POCH:  Well, that you might not know what it's going to cost to achieve the efficiency.  You might, you might not know -- well, the one that we talked about in this hearing, what the carbon charge would be, those sorts of uncertainties.

Do you think the Board should have regard to those, or just disregard those?

MS. VAN DER PAELT:  No, I think --


MR. SZYMANSKI:  David, I'll once again bring us back to our evidence in Exhibit C, where we state that Enbridge Gas supports the assessment of well known and clearly quantifiable impacts to both rate payers and society.

If we start going down the path of trying to evaluate items that are not well known yet and perhaps not clearly quantifiable, we would -- we would note that at a minimum and probably put less weighting towards it.

MR. POCH:  All right.  I guess what I was getting at is there's somethings that you quantify or monetize and put in as actual tests, and you're very clear about that.  If they're not legislated and certain, you are not going to put them in these tests, right?  I think you made that point repeatedly, correct?

MS. VAN DER PAELT:  That's correct.

MR. POCH:  All right.  And I am talking about -- well, let's talk about these risks and uncertainties, some of which you routinely consider in, you know, when deciding on gas supply contracts and what have you.  Some of them that are based into your demand forecasts.  Some of them like the ones we have spoken to about, you know, carbon charges. Those kinds of risks and uncertainties that aren't necessarily -- they aren't determined, they're uncertain.

Are you saying the Board should just disregard those?

MS. VAN DER PAELT:  No, I don't think we are saying that.  What we are saying is that if the Board is going to consider those then we need to think about the implications as a result of taking on that additional risk when you are dealing with those sorts of assumptions in your plans as a replacement for pipe.  So we are not saying the Board should ignore them, but that they need to define how that needs to be dealt with.

MR. POCH:  Well, it seems to me it's unavoidable that certain risks -- different kinds of risks and different -- with -- associated with different solutions, be they facility or non, are there, you know.  There's no, there's no null option here.  So it seems to me -- I guess I am having a little difficulty understanding how you could -- what you're getting at here.  It seems to me there's always going to be risks.  There's the risk that the pipeline might not be utilized, there's the risk that the pipeline could fail, God knows what, that your gas commodity cost forecast is way off.  And I guess, isn't it always the case that there is going to be uncertainties and risks that the Board should have regard to, even now when you come forward with a leave to construct, say, for community expansion?

MS. VAN DER PAELT:  Yes, maybe my answer didn't come across clearly.  We agree the Board should have regard for this.

MR. POCH:  Okay.

MS. VAN DER PAELT:  And that they will need to make determinations -- so sorry if I misstated myself there.

MR. POCH:  All right.  That's helpful then.  And then they have to decide how they are going to have regard to that, if they are going to quantify it or not, or what; is that fair?

MS. VAN DER PAELT:  That's fair.

MR. POCH:  And one other alternative would be to -- the Board may want you to do a sensitivity analysis for some or all of these factors; is that fair?

MS. VAN DER PAELT:  They may ask that.

MR. POCH:  That would be one way of dealing with it, as opposed to simply picking a -- well, all right.  Let's leave it at that.

In GEC 1 we asked you if you knew about any utilities using a similar economic test to what you're proposing, and the answer referred us to ConEd BCA as the only one you're familiar with.  ConEd BCA uses a test which captures all the costs gathered together in the societal cost test.  You are not proposing a test that pulls them all together into one benefit-cost test, are you?

MS. VAN DER PAELT:  We are proposing one test.  There's three stages to it, and it starts with the utility costs.

MR. POCH:  All right.  So are you saying that you will combine these results into a, what I guess would be an, either a TRC plus or an SCT depending how much -- how far you go routinely in terms of your presentations to the Board?

MS. VAN DER PAELT:  Rich, I am going to defer to you, but I believe we call it a DCF plus, but, yes, the intent is you would see all three stages added up, but you will be able to see what each stage contributes to that total.

MR. SZYMANSKI:  That's correct.

MR. POCH:  Okay.  All right.  Thank you.

I just wanted to look at, so we are clear on this, I wanted to look at in that response you attached some examples of the DCFs that you have done before, I think it was in 2018-0306.  Schedule 13, you have attached those.  And -- let me make sure I have it here somewhere.  And I just want to make sure we understand what that is and how it would change in this brave new IRP world.

So first of all, I think this is -- you have attached this as Attachment 1 to GEC 1, and I am looking at page 1 of 4, just -- there you are.  First of all, this is an example of the kind of DCF stage 1 test you'd apply -- you did apply in a -- in the past; fair?

MR. SZYMANSKI:  That's correct.

MR. POCH:  All right.  And I am just trying to reconcile this with, you know, the table in Staff 20.  The cash -- things identified as cash inflows here would be the -- would fall under the benefits category in the brave new world, in the Staff 20 chart, for example?

MR. SZYMANSKI:  Not entirely.  I think if you look within that cash inflow you'll see that there are incremental O&M expenses, municipal taxes, and income taxes included in that item.  So on the chart, those items would be classified as incremental costs.  It works the same as per -- it's shown this way within the --


MR. POCH:  All right --


MR. SZYMANSKI:  -- this particular schedule due to the slight difference in how the numbers are discounted.

MR. POCH:  So when you have a negative number here under inflow, you'd just -- that would be a cost as opposed to a benefit.

MR. SZYMANSKI:  That is correct.

MR. POCH:  Okay.  And similarly, the outflows here would be -- would show up as costs in your stage -- in your Staff 20 chart if we are trying to label these things as costs or benefits.

MR. SZYMANSKI:  Correct.

MR. POCH:  Okay.  In an upgrade project, what is the revenue line relative to it?  Is it through the supply constraint scenario or what?

MR. SZYMANSKI:  In this particular example, this would be the incremental revenue that was -- is attributable to this reinforcement project.

MR. POCH:  Okay.  So you are saying incremental.  So that would be the revenue to the company that could not be achieved if you had to -- if the end uses were constrained to respect the -- the constraint you're forecasting; is that fair?  The pipeline constraint.

MR. SZYMANSKI:  Yes.

MR. POCH:  Okay.  And I just wanted to be clear what's in that revenue line.  I saw that there's a schedule 14 of the answer of the original filing there, which is page 5 of 8, of the attachment here.  It seems to me you are only capturing transmission margin; is that right?  I am not sure if that was the right schedule or not.

MR. SZYMANSKI:  Yes.  Yes, so in this particular example this was a transmission reinforcement project.  So we, in an effort to match -- matching principle, match revenues with costs, we would only take the transmission part margin of our rates to calculate the revenue.  Any distribution --


MR. POCH:  All right.  In a distribution situation reinforcement you would capture both distribution and transmission margin, I assume?

MR. SZYMANSKI:  Just the distribution margin.

MR. POCH:  We have not -- I see.  And the assumption is there's no -- no transmission charges are passed along to your customer?  Or you're -- I don't understand that.

MR. SZYMANSKI:  So -- I'm sorry, I don't under -- could you repeat your question once again?

MR. POCH:  Well, you know, as an end use residential customer you pay -- my recollection from my own bill is you get a line that says, you know, here's your monthly charge, here's your charge for delivery in the distribution system, here's your charge for delivery in the transportation system -- on the transmission system.  Is there not margin there?

MR. SZYMANSKI:  Yes, so using your example, the transmission margin that you are paying would be included in this analysis.  Keep in mind that this pipeline would only serve up to -- getting a little bit outside of my expertise here, but that transmission pipeline is only going to go, say, to the city gate, and beyond that it's going to require distribution costs to potentially reinforce, so those distribution margin numbers will be used when the distribution costs are evaluated.

MR. POCH:  I understand.  I just assumed in every case where there's -- where you are looking at a change to your -- you're dealing with a demand in your distribution system, there's a change in distribution margin, wouldn't there also be a change in the transmission margin?  It's all -- it all gets passed through to the customer and then -- or maybe I am not understanding what your phrase "margin" refers to in these instances.  Maybe we should back up one step.

MR. SZYMANSKI:  Maybe the easiest way to look at it is whenever -- if you add incremental customer or incremental load, let's just look at that revenue stream being divvied up for discussion purposes into two categories.  You have got a distribution piece and a transmission piece.  The customer is going to see a bill for the total of that.  We take that revenue and split it up into its two revenue components, and apply it to the appropriate costs for economic feasibility purposes.

MR. POCH:  Right.  And when you say margin, are you distinguishing between the total amount of that, or the amount of that that's avoidable by the utility or not.  Is that fair?

MR. SZYMANSKI:  This is the incremental margin that the utility would see because of the reinforcement of the project.

MR. POCH:  So where -- say you are doing a fairly broad community, you are going to have decreased, let's say, transmission margin associated with that loss.  Let's say it's residential customers, but they are lowering your demand enough -- well, they're not going to pay anything towards transmission on that portion of load that they avoided.  And it may be enough that you can actually save some money on your transmission -- or your upstream contract for transmission, or your in-franchise transmission, or it may not be.

And you'd be -- in your stage 1 there under that line, you'd be looking at the net impact depending on if -- you are obviously going to have less revenue, but you may or may not have less cost.  Is that fair?

MR. SZYMANSKI:  I guess I am struggling with your question.  Are you asking if we had an IRPA that was reduced total consumption, whether or not we are including that lost revenue the utility experiences as part of the stage 1 costs?

MR. POCH:  Correct.

MR. SZYMANSKI:  So I guess the short answer to that is no.

MR. POCH:  So incremental revenues under stage 1 in an energy efficiency example wouldn't be just a negative number, a negative benefit in stage 1?

MR. SZYMANSKI:  So I am going to maybe ask Ms. Van Der Paelt to chime in here as well.  But I think it gets a little bit more complex because we do have other mechanisms in place, such as lost revenue mechanism and that I am just not sure how all that would play into it.

MR. POCH:  Obviously, in a DSM case, it's different if you have a lost revenue adjustment.  I get that, okay.

I am just thinking, though, if you have got a reduced what you have called transmission and distribution margin as revenue, in a situation like you have that, if you have corresponding reduced costs in transmission upstream, as it were, either inside or outside the company, do they show up in stage 1?

MR. SZYMANSKI:  I don't believe that is part of our proposal.

MR. POCH:  Okay.  Why would you -- if you have got a savings there, why would that not be captured?  Would you agree if you could identify savings there, it should be captured?

MR. STEVENS:  I wonder, David, whether it might be helpful. I see the witnesses -- if we were in the room, the witnesses would be able to be passing off to one another.  I wonder if it might be helpful -- and I am in the witnesses' hands -- for them to take a moment just in a breakout room to talk through this.

MR. POCH:  Or if you prefer an undertaking, whatever works best.

MS. VAN DER PAELT:  You are reading my mind, David.  I think we can straighten -- I think we are just missing each other on the question here.  So maybe we can just go to a quick breakout, because I think we could answer the questions for you.

MR. STEVENS:  Before we do that, Sarah, would it be helpful for David to just encapsulate the question?

MS. VAN DER PAELT:  That would be great.

MR. POCH:  Okay.  So if you have, say, a targeted energy efficiency alternative that you're displaying either in your DCF in your stage 1 or in any of these tests, does -- first of all, does the revenue line, would the revenue line reflect negative values to the extent that the utility gets less revenue from its end use customers.  And secondly, would the stage 1 test capture any reduced transmission costs inside or outside the franchise as a result, and where would that show up.

MS. VAN DER PAELT:  Okay.  Got it.  We will be right back, folks.

MR. POCH:  Thank you.

[Witness panel confers]


MR. SZYMANSKI:  Okay.  So to try and answer your question -- I am getting some feedback here.  Okay.  So to address the question -- I am sorry, I am really hearing myself back.

MR. MILLAR:  Can everyone else go on mute?  I am hearing it as well, so it might be feeding back from somebody's computer.

MR. SZYMANSKI:  Okay.  I am not hearing any feedback now, so that's good.


So to address your question regarding the upstream transmission savings, specifically if we, you know, hypothetically could contract for less capacity on TransCanada, those type of costs we are not proposing would be included.  We don't really see -- that's gas supply in nature, and currently don't see a situation where, you know, a geo-specific IRPA would make that applicable.  And, sorry, David, if you could just refresh me what the first part of your question was as well?


MR. POCH:  Well, I guess -- I just wanted to -- in 

a -- in a -- if you are comparing a pipe solution to a DSM solution, would you agree that the pipe solution would give you more revenue in your stage 1, first of all?


MR. SZYMANSKI:  Everything is specific to the alternative.  However, I'm not -- in general, that would be my expectation.


MR. POCH:  All right.  Do you hear an echo when I am unmuted?


MR. SZYMANSKI:  Yeah, the echo is coming from you, David.  I think you are on mute, David.  We can't hear you.


MR. POCH:  All right.  I am trying...


MS. WALTER:  David, I think the issue is that you are logged in with two devices.


MR. POCH:  Okay.  That's not going to work.  Sorry about that, folks.


I guess I am just having trouble understanding what you mean by -- in a residential situation, wouldn't there be an impact on your revenues, because you've got -- you've got less -- well, you have got less revenue from the customers on account of transmission and distribution charges that you pass along?


MR. SZYMANSKI:  So, yes, yes.  And we would -- we haven't made the determination on that yet, but it's something that we will definitely consider, and if it's something that is, I guess, necessary, like we said before, we are receptive to adding appropriate costs and benefits where necessary.


MR. POCH:  Okay.  I think I grasp where you are going, and we can just make our suggestions as to what should be included and not included in that.


I am wondering if we could get from you a -- I think I have asked for this before, but maybe it's a little clearer now why I have been confused, and maybe you could help.  The kind of stage we have been looking at here in Schedule 13, which would be the stage 1 traditional 134 -- how a stage 1 134 test is traditionally displayed to the Board and the parties.


Rather than the table -- just the table that you've provided in Staff 20, I am wondering if you could show here how things will be displayed so we'll understand exactly what we will be getting, whether it would be clear enough for us to understand and show how -- and we can then also see how you are going to allocate this across the years and bring it back to present value and so on.  Is that possible?


MR. STEVENS:  To be clear, David, you are asking for something that looks like the page on the screen, GEC number 1, I believe it's attachment number 1, the -- you're look -- page 1 of 8, I guess, or are you looking all eight pages, what they would look like if an IRPA was being considered?


MR. POCH:  So I don't need all the -- I think we would need just, you know, the first page of the -- of the DCF spreadsheet --


MR. STEVENS:  Okay.


MR. POCH:  -- and there are two other pages that describe, or maybe there's three other pages that describe what go into either that first page or go into the subsequent tests, and I -- it's not really the numbers I want, obviously, because the numbers would be specific to a specific project, but what the headings would be broken out as best you can imagine, and you may have to do this twice, once for a facilities project and once for a project that, for example, has energy efficiency as the alternative, because to the extent that the headings would be any different, I'm assuming you are going to come up with a template that works with both facilities and non-facilities and mixes of facilities and non-facilities, and so basically what this would look like as a template.


MR. STEVENS:  So to be clear, as a hypothetical example, not -- it's really the headings and the inputs or the categories that you are interested in.


MR. POCH:  That's correct.  We are not looking at -- I don't want numbers for a specific project.  It wouldn't be helpful at this stage.


MR. STEVENS:  We are prepared to provide that undertaking, subject to any sort of caveats or explanatory notes that we might explain with -- or include within.


MR. MILLAR:  It's JT2.9.  

UNDERTAKING NO. JT2.9:  TO PROVIDE A TEMPLATE THAT WORKS WITH BOTH FACILITIES AND NON-FACILITIES AND MIXES OF FACILITIES AND NON-FACILITIES.


MR. POCH:  If you could just turn up what was Schedule 16 in that earlier case and is now, I guess it's page 7 of 8 in the attachment 1 of GEC 1, just so I can understand what this was in the classic example.


If you look in the first table there under the gas dollars per cubic metre, it's 16 cents.  So that's the commodity -- the pure commodity cost?


MR. SZYMANSKI:  That's correct.


MR. POCH:  So any volumetric charges to your end use customers for distribution or transmission costs are not -- not included in that?


MR. SZYMANSKI:  Correct.


MR. POCH:  Again -- again, sales tax borne by customers doesn't appear in any of those tables; correct?


MR. SZYMANSKI:  That's also correct.


MR. POCH:  And in this example, just looking at that table and the -- which informs the, I guess, stage 2, and the previous table, which is on page 5, which informs your stage 1, I see that you've got different discount rates.  You have got the, whatever it is, 5-point-something -- 5.28 is the weighted average after tax cost of capital as your discount rate for the stage 1 test, and you have got a 4 percent discount rate that you're using in your stage 2 test.


Are you still proposing to use different discount rates in the different -- on the different stages?

MR. SZYMANSKI:  Yes, we are.  So stage 1 would represent the utilities' incremental after-tax cost of capital, which -- and what we are proposing for stage 2 and stage 3 is to use a societal discount rate, which is the 4 percent.

MS. VAN DER PAELT:  Maybe I could add in here, Rich.  We have used that because this is the number that has come out of the DSM plans and frameworks, that is the number we have been guided to use by the OEB.

So it would be one of those items that if there was a proposal that it should be a different for a different IRPA, we would be open to that.

MR. POCH:  Okay.  I am going to -- and in your stage 3, in the example of the traditional one, which is on page 8 of this attachment, you've got things like GDP and tax implications for the province.

Would you be proposing to do the same -- you would also do that for -- in the example of an energy efficiency alternative, for the GDP and tax revenues to the province from the customer investments in those technologies and whatever share you're investing in those technologies?

MR. SZYMANSKI:  Yes.  So just to clarify, this is the GDP employment factors and taxes related to the construction of the pipeline specifically.  It's not related to the, you know, post in-service state of the pipeline.  If that type of information is quantifiable for an IRPA, we would be receptive to using that as well.

MS. VAN DER PAELT:  Just to build on that, I think the other place that I see those types of factors getting used, just building on what ConEd is doing, is it either comes in that societal cost test if they are not easy to quantify.

MS. WALTER:  Please unmute, David.

MR. SZYMANSKI:  Sorry, I am not hearing anything.  Is anybody else?

MS. WALTER:  No, David, please unmute the land line that you are calling in from.  I don't have access from this end.

MR. POCH:  It doesn't seem to unmute on my phone, so I am going to try on the computer with the phone on hold.  How's that?  Can you hear me?

MR. SZYMANSKI:  Yes, I can hear you.

MR. POCH:  Okay.  Now I have lost my train of thought. So a moment ago, you said you capture these things such as JDP, jobs, provincial taxes, taxes paid to two levels of government, three, for the pipeline facility.

If all of -- if we are now looking at these tests as a way of choosing between alternatives as opposed to just whether or not to proceed with a system expansion, wouldn't you want to ensure that if you include it for one alternative, the pipe -- the facilities alternative that you include it for the alternative?  Otherwise, you are not doing an apples and apples comparison.

MR. SZYMANSKI:  Most definitely.  We have stated, I think, in Board Staff 20, that we strive to make sure that we are doing a fair and equitable comparison of all alternatives versus the pipeline.  So if we included a factor such as this in a pipeline evaluation, we would -- we would definitely include it in an alternative.

MR. POCH:  Okay, that's helpful. Now, can we turn to GEC 2?  And this talks about differences -- on page 2, it talks about differences between ConEd and Enbridge.  I am wondering why or if any of these -- I certainly understand that some of these differences, the [inaudible] fuel versus the gas line, might affect things like the shareholder incentives, and certainly would affect the magnitude of impacts in a number of inputs.

But why would any of these things affect what test you think is appropriate to have in a framework?  Or do these at all affect what test you think or you're recommending the Board should be in a framework?

MS. VAN DER PAELT:  So I don't think these are specifically related to why we think their tests should be different or the same.  So I think as we stated, we are open to having all the same type of metrics that ConEd has in their current BCA test.

What we don't like about their approach is that it starts with an all-bundled-in societal cost test, and then looks at the other two, being rate impacts and utility costs, ancillary to that.

And we think all three need to be looked at, but we think you need to start with utility cost, the ratepayer impacts, and then the societal impacts.

We still think all factors need to be there.  It's more how it is displayed and how you approach that, and it is consistent with a framework that we have and are familiar with.

So it's not really to do with them being a dual fuel utility or the area that they are serving that we are choosing to go with the DCF-plus model over the BCA model that has been proposed by ConEd.

MR. POCH:  Okay.  We are getting closer together here, because earlier I think you agreed that you would, when you did your presentation of the different -- of the three stages for various alternatives to support your conclusion of what you want to go with, you were going with some of them and that would in effect be an DCF-plus or equivalent to DCF-plus or SCT -- and you are nodding.

MS. VAN DER PAELT:  Yes, we would all three, but we would show the math.  I mean, if you think of it that way, we would show the math.

MR. POCH:  You are breaking it out, but you are also going to combine it, as you said to me earlier.  I take it you are not resiling from that.

MS. VAN DER PAELT:  That's right, you would see the total of the three tests summed up --


MR. POCH:  So then it's just a question of whether you call it, stage 1 or stage 4.  And since you are presenting them all in stages, it's a bit of a misnomer in this setting.  It's really you are now going to provide three broken-out tests, at least three broken-out tests plus a fourth a version, which combines the impacts.  And I am guessing you're also probably going to want to put in a rate impact test or whatever, although that's not dissimilar from your stage 1, fair?

MS. VAN DER PAELT:  Yeah, I think it's just semantics.  We actually think of it as one test with three phases in it.  So we don't really think of it as four tests.  We think of it as one with different stages.

But, yes, you would see those pieces and then you would see the results of that total Phase 1, 2 and 3.

MR. POCH:  Okay.  So I think we are in agreement that these differences that you've noted between your situation and ConEd's, they might affect -- they are obviously going to affect inputs, but they don't drive you to select a different test.  You are not suggesting they should drive the Board to select a different test, and perhaps the one area that might -- where we might see a difference is in ultimately what the Board feels is necessary as a shareholder incentive because of this difference between a single fuel and a dual fuel utility, fair?

MS. VAN DER PAELT:  I would agree.  I would agree.  It's really the structure of how the test is presented and approached that we prefer the DCF-plus model.

MR. POCH:  Okay.  It seems to me it's just inertia.  That's what you are used to, so you want to make sure you do that.  I understand your point about breaking things apart for what you are calling transparency.  But ultimately, if we are combining them all in a fourth, you know, in a fourth page of evidence in each case, then it's going to be, as you say, semantics.

I want to look at -- go back to the first step where you apply your, whatever they were, five or six reasons to determine whether IFPA is applicable; I am calling that the preliminary screening.

And you talk about in Exhibit B, page 38 and in Staff 70, you talk about things that can safely and reliably meet the need.  You talk about -- you use the word "integrity".  So I'm -- I am just wondering if -- if, having regard to things like the ICF report and the achievable potential study, you conclude that energy efficiency can't ramp up fast enough to meet a need itself or in combination with other alternatives, would you screen it out at that early stage because you couldn't maintain system integrity, you couldn't reliably meet the need?

MR. STIERS:  I think, David, I can start on this one.  Others may want to add.  I think that that particular criteria is, yes, meant to ensure that it's very clear from the outset that if we have a doubt that we will be able to maintain system safety and reliability and integrity by relying on an IRPA, then that would give us cause to screen out considerations of that IRPA.  

It's not necessarily dissimilar from -- you continue to make references to ConEd, and I think we have still got something on the screen from ConEd.  In Staff 8, we're asked to compare our screening criteria to ConEd's for their IRPA framework, and they articulate a similar one, albeit in relation to emergent safety risks, so that would be an example which -- I think they include gas leaks.  Those would be out of scope.

MR. POCH:  I think we all appreciate if you have got a gas leak you have got to fix it right away.

MR. STIERS:  Yup.

MR. POCH:  No, I was asking if -- I am going to back up.  I'm going to restate my question then unless your other panels can answer my first question without me restating it, which was, you have got these -- you have got the -- you have indicated in your preliminary screening, preliminary screening --


MR. STIERS:  Yes.

MR. POCH:  -- you will screen out things if you don't think they are going to reliably meet the need.  And I am saying, so if you -- if you're looking -- at that stage if you are looking to see if energy efficiency is such an alternative, either alone or in combination, and you have regard to things like ICF's study and the achievable potential study, and you conclude it can't ramp up fast enough to lead you to an under pressure situation, for example, in a pipeline.  Is that -- would that be a situation where you would then just -- you'd screen it out at that stage?

MR. STIERS:  Yes, and I would say that that's due to a combination of both the first and the second criteria, safety and timing, yes.

MR. POCH:  Okay.  Now, I am wondering, we have heard, for example, that, you know, the Feds have announced the carbon charge going up to $170 between now and 2030, but, you know, the end of your -- if you were doing an update to your asset management plan, looking at ten years right now, that would be within that time frame, and ED 6 Guidehouse offers its opinion that that's a significant increase in carbon price, will have a material impact on cost-effectiveness, of EE -- of EG, I think they are talking about there, achievable potential is expected to increase materially due to the improved economics.

So I am wondering now in that initial screening are you going to be relying on these documents which don't take that into account for the moment?  Is that your intention?

MR. STIERS:  Immediately, if you were asking us to do the assessment today, I think we said a number of times yesterday that until the federal carbon price is set out in law that we would not adjust our forecasting or methodology because we're attempting to avoid any instance of, I guess, adding volatility to this process.  The moment that is enacted, which, it could happen at any moment, we would reflect that in the cost-effectiveness test and throughout the AMP and IRP proposal.

And the AMP, I want to remind folks, is a living document.  Right?  I realize that what we've proposed is to put that forward to the Board and parties on an annual basis.  Yesterday we talked about doing that in the fall with a phase 2 of our annual rates proceeding.  And then to have discussion at a stakeholder day shortly after.

But certainly we would view the AMP as a living document and be updating it as things change, such as enactments of the federal carbon pricing that's been announced out to 2030, amounted to 170, I believe.

MR. POCH:  Okay.  Just an advice to Cherita.  I see my phone has cut out, so if my Internet cuts out I will phone back in.  Please bear with me.

Okay.  And I think we have covered yesterday that in that scenario where you have screened something out in your preliminary screening in the example I just gave, we are not going to get a reporting on that until you come forward with your facilities application in that case, since there wouldn't be an IRPA application in -- either in the context of a rate case if it's immediate or in a leave to construct or in the case of things that aren't -- under 10 million, it will be soon, where you don't have to do leave to construct and you don't elect to voluntarily do a leave to construct, it would be when you seek to have it put into rate base in rebasing.

MR. STIERS:  I think you are asking, David, if -- and correct me if I am wrong, please, but I will try and paraphrase this.  If there was a scenario where, let's say we have the framework established based on what we have proposed and a law changed, so let's say the federal carbon tax --


MR. POCH:  No, no, I am not talking about that.

MR. STIERS:  Okay.

MR. POCH:  No, I am not talking about the carbon tax.  I am just talking about where you've screened out energy efficiency alternative at the outset in your initial screening based on, it's not going to reliably meet system need fast enough.

MR. STIERS:  This is where I was going, David.  So --


MR. POCH:  Okay.

MR. STIERS:  -- we would still -- we would still be presenting that -- the asset management plan on an annual basis.  And so the question as to whether or not there were IRPAs originally screened out in relation to some of the identified system constraint, that -- that may need reconsideration, given changes.  It's a fair question to raise at the stakeholder day, and we would certainly circle back and be willing to circle back and reconsider, given changes in the environment, given changes to laws, given changes to many of the factors that were listed out, whether or not previous history that was IRPAs have become cost-effective and still meet the criteria, the remaining criteria, let's say --


MR. POCH:  Okay.

MR. STIERS:  -- that we set out here.  Does that help?

MR. POCH:  Let me make sure I understand correctly.  That's certainly going to be the case where you have gone through the multiple stage tests for an IRPA and decided it's not going to fly, you are going to go with the facilities one.  That's all going to show up in -- we have talked a lot yesterday -- that's going to show up in your asset management plan, and you are going to take that to a one-day stakeholdering session annually.

And I was asking about the situation where something gets screened out before you go through your three stages, or I guess it's now four if I've prevailed on you to combine the test, where it's screened out on the basis of your preliminary criteria for the applicability of IFP -- IRPA analysis, and is that analysis something in your AMP and in your stakeholdering?

MR. STIERS:  It would be open for discussion.  Certainly we would be willing to reconsider the original screening out, the original binary screening if conditions changed.  I am not talking about stage 1, let's say, of IRPA evaluation, stage 2 of IRPA evaluation, I am talking in general terms, David, that to the extent that the environment changes and it warrants us circling back --


MR. POCH:  I think you keep hearing me talking about carbon charges.  I am not talking about that.  I am not talking about a change of environment.  I am talking about where we can have an honest difference of opinion.  Experts disagree on whether you can ramp up your EE fast enough to meet reliability.  You have screened it out at the first part of your -- at the first part of your process here before you get into your three-stage testing, and there's just a disagreement about that.  Where do we get to challenge that, and when?

MR. STIERS:  So again, yesterday we covered this where we talked about, there's going to be ongoing opportunities for you to provide feedback, but ultimately we would not -- we would consider the feedback, we would record the feedback, we would consider whether or not we need to reassess any IRPAs, whether anything that has come up since or been shared since warrants that reinvestigation.  But we think the decision ultimately lies with the utility to bring forward what is in the best interests of ratepayers, from its view, as part of that future IRPA application, and for the Board to make a determination as the to whether or not its proposal is in the best interest of ratepayers.

MR. POCH:  Let's be clear.  In that situation where there is no IRPA, no non-pipe alternative, there's not going to be an occasion when we can ask the Board to rule.  We can do interrogatories, ask the Board to rule and so on, until you come forward to have the facilities item either approved in a leave to construct or rate based, it's going to be too late then, isn't it?

MR. STIERS:  Not necessarily.  But I would agree that it wouldn't -- given the model and the stages that we set out, it would not happen until we came forward with the LTC application.

MR. POCH:  Okay.

MS. DeMARCO:  David, can I just ask a clarification question there?

MR. POCH:  Of course.

MS. DeMARCO:  You said when they come forward with the facilities application.  In fact it's the non-facilities application, is that right?

MR. POCH:  No, I was talking about where the non-facility -- where the alternative has been ruled out at the outset, they are never asking for an approval for that.  They are only asking for approval for a pipeline.  I am talking about in that scenario.

MS. DeMARCO:  Thanks.

MR. POCH:  Okay.  I wanted to -- in Staff 5, we talk about this is the situation where you have the impact of ex-franchise-driven need.  And we are asking about that, and Staff is asking about that and you are responding that you have no ability to influence government or regulatory policy, or conservation DSM or IRP programming in other jurisdictions where its ex-franchise customers reside.

I take that to mean that that's -- the gross in peak demand ex-franchise which could drive need in your system, limiting -- limiting such commitments.  That's just outside the IRP process, as far as you're concerned?

MS. THOMPSON:  Correct.

MR. STIERS:  Yes.

MR. POCH:  Okay.  And what about where you have a situation where you could, with a combination of some future-looking limitation on what you're prepared to provide to ex-franchise customers, so it's not within your existing obligation contracts, that and a combination of domestic non-pipe alternatives might avoid the need for an expansion.

Would that get captured in IRPA and, if so, would the any ability you have to avoid future ex-franchise commitments be considered?

MS. THOMPSON:  In the annual planning processes that we talked about yesterday, when we go through the demand step which then leads into the needs, it would be a consolidation of the in-franchise and ex-franchise needs.  And then that total amount helps us identify the constraints that we would have on the system, which then would lead us to the step of identifying the baseline facility plus all the respective potential IRPAs that would be considered -- does that answer your question?

MR. POCH:  Not really.  I guess I am going back too my first question, which is if you have got the ability to constrain ex-franchise obligations going forward, contractually or just because you haven't entered into a contractual agreement for a future period of time, why would that not be possible to look at as part of your analysis here?

MS. THOMPSON:  So I think that the response to Staff 5B and C actually captures that well in saying that we just recognize that we don't have the ability to influence government or regulatory policy in other jurisdictions where our ex-franchise customers reside.

MR. POCH:  Well, I appreciate you can't force them to do energy efficiency.  But would you agree you might have the opportunity to say we can't provide the gas, we are not going to provide the gas, we are not going to build a pipeline for you, we are not going to fatten our pipeline nor you because we think, you know, a combination of reducing our own demands and cutting people off to some extent can avoid a bunch of money here.

Why, you know -- then it's up to them how they want to respond and deal with their -- the reach of their supply and demand balance there, why is that not something you would -- you could put forward here?

MR. STIERS:  I guess, David, to the extent that ex-franchise customers are paying for service on, let's say, the Dawn-Parkway system, then what is exactly being avoided?

MR. POCH:  Well, I see you're -- I guess you would be able to avoid a whole project.  I think the example was the -- can you hear me?  The example was the case we just -- that was just abandoned where you put forward needs based on growing domestic need, as well as your forecast of ex-franchise growth.

MR. STEVENS:  I guess I am having trouble, David, understanding how simply refusing to serve an ex-franchise customer fits into the sort of the IRP framework or paradigm.

MR. POCH:  Well, I guess let's look at that example, the Dawn-Parkway example.  You were proposing to build more pipe, reinforce capacity to serve both in-franchise and ex-franchise demands.  And if you had a means of an alternative that dealt with the in-franchise demand, a non-pipe alternative, but were now faced with the prospect that you still need to widen your pipe if you're going to meet the request of some ex-franchise customers, can you not say no, we are not going to build pipe for you.

MR. STEVENS:  But again, I don't understand how that's IRP.  How is that -- how is that meeting an identified need or constraint through alternate means?  It's just refusing to acknowledge the constraint, isn't it?

MR. POCH:  No, you are proposing to do some energy sufficiency on your system and that may be insufficient to avoid the constraint on your pipes.  But that coupled with saying no, we are not going to fully renew our transportation contract with, you know, upper New York State, then you don't have to build a pipe.  And so, you know, you have got -- some of you have got some IRPA in in-franchise and then you are got -- you are going to stick it to an ex-franchise customer to deal with as they best can.

MR. STEVENS:  I understand your position or your proposition, David.  Again, I don't think it fits into IRP and I don't think it's something that Enbridge is going to entertain or talk about in the context of this proceeding.

MR. POCH:  Okay.  I take it that your witnesses adopt that as their answer.

MR. STEVENS:  I am sure if we have anything further to say, we will add it.

MR. POCH:  Let me ask just on that, are in-franchise customers a hundred percent shielded from the costs in this pipeline investments that are made to serve ex-franchise demand?

MR. STIERS:  I think, David, that that might have been better put to yesterday's panel.

MR. POCH:  Well, maybe I will put the two questions and we can provide an undertaking, if your counsel so agrees.

The two questions that I want are in-franchise customers a hundred percent shielded from the costs and risks of pipe investments needed, in whole or in part, to serve ex-franchise demand.

And then the additional question would be if demand from ex-franchise customers is ultimately lower than they had forecast, do your arrangements with ex-franchise customers require them to still pay for their original share of the cost of system infrastructure investment over the full period over which the costs are to be recovered, say 50 years -- 40 or 50 years in the case of the pipeline.

So I am wondering if we could get an answer to those two questions.

MR. STIERS:  I think I can offer that in-franchise, ex-franchise customers, that everybody pays their fair share of the costs as an initial principle.  I think that's fair, and I will leave it to David now.

MR. POCH:  So I guess it's really that question, what happens when at some point they, down the road, they, you know, 20 years down the road they say, we don't want this any more.  Do they still have -- are they committed to carrying on to pay or will they have already paid upfront for the investment?

MR. STEVENS:  I think to save time, David, what I will propose is that we take this question under advisement and either advise as to the answers of the questions you have posed or as to the reasons why we don't think it's relevant for this proceeding.

MR. MILLAR:  That will be JT2.10, and David, this is your 12-minute warning. 
UNDERTAKING NO. JT2.10:  (A) TO PROVIDE IN-FRANCHISE CUSTOMERS A HUNDRED PERCENT SHIELDED FROM THE COSTS AND RISKS OF PIPE INVESTMENTS NEEDED, IN WHOLE OR IN PART, TO SERVE EX-FRANCHISE DEMAND; (B) IF DEMAND FROM EX-FRANCHISE CUSTOMERS IS ULTIMATELY LOWER THAN FORECAST, DO YOUR ARRANGEMENTS WITH EX-FRANCHISE CUSTOMERS REQUIRE THEM TO STILL PAY FOR THEIR ORIGINAL SHARE OF THE COST OF SYSTEM INFRASTRUCTURE INVESTMENT OVER THE FULL PERIOD OVER WHICH THE COSTS ARE TO BE RECOVERED

MR. POCH:  I will see what I can do.  Sorry, I am just finding -- I am searching for GEC 5, and you -- in GEC 5 we asked about, you know, the possibility of a planning committee a la the Vermont model, and you made statements that the complexity of Enbridge Gas's system design far surpassed those of the electricity system in Vermont, don't lend themselves to a stakeholder model similar, and that you were concerned that such a model could lead to uncertainty as to your cost.

Are those statements based on some kind of data analysis or comparison?

MS. MILLS:  Hi, David.  This is Sue.  No, they are not, but Enbridge Gas does feel that voting in the natural gas planning process is not appropriate.

MR. POCH:  You said voting is not appropriate, but I am just wondering about a committee that can express its opinion to the Board.

MS. MILLS:  That will be allowed or accommodated within the component two -- on the stakeholder day, David, where stakeholders and any Indigenous groups will be able to comment on any of the IRPAs or the projects that have come out of the AMP.  So, you know, I think that that will be -- that will be there, so we recognize that feedback, including any disputes or potential alternatives and any responses from the company throughout all of the engagement activities, component 2, component 3, all of that will be collected and reported on in either an IRP application that was submitted to the Board, or if it comes outside of that specific IRP application we have an IRP annual report.

So again, we will gather that information, we will provide our responses to, you know, whatever it is that the stakeholders have brought forward, and we will file that with the Board.

MR. POCH:  Well, I guess -- I understand you are talking about stakeholder day.

MS. MILLS:  Um-hmm.

MR. POCH:  But I am asking you about a model where you actually have members on a committee somehow selected or appointed by stakeholders that have obtained -- have some expertise, there was some corporate histories and memory, and they may make -- as you say, you don't want them to vote, but they make -- in effect give an okay or a report on proposals.  That's a lot different than filing something by stakeholders on day one and reporting some comments; agreed?

MS. MILLS:  No, actually, I don't agree with that, David.  I think that, you know, being able to gather all the stakeholder comments during the process and responding to those is -- is a sufficient stakeholder model.  You know, I think I have to, you know, remind everyone as well is that Enbridge alone is responsible to serve the firm contractual demands of its customers in Ontario, so we will be gathering the stakeholder feedback, we will be analyzing that, we will be reviewing that.  Where there are options, where there are opportunities to perhaps revisit some of the decisions on IRPAs we will do so, and if we do change that, we will come back and we will let the stakeholders know.

But I think that having a model with, perhaps -- I think what you you're referencing here is more like a technical type working group.  Is that what you're referring to?

MR. POCH:  I am, yes.

MS. MILLS:  Okay.  You know, again, we feel that the model that we have put forward will adequately capture all of the stakeholder comments, and it will provide an opportunity for us to respond to those and put those on the public record, again, either within an IRP application or within the annual IRP report that we will file with the Board.

MR. STIERS:  Just to echo Sue's comment there, one thing that she said that I want to make sure comes through clearly, David, very quickly, is just that the proposal we have put forward here and the model that we're trying to advance is meant to ensure that we are not restricted to a single committee of four or five individuals and their --


MR. POCH:  I'm cutting you off, because my time is running out.  I didn't suggest it would be either/or, it would be -- this would be a different situation.  In fact, I am just going to turn you to Staff 9.  At the bottom of page 2, you expect -- you indicate what stakeholders you would like to include and engage in activities.  I take it this is different than the stakeholder day, the annual stakeholder day.  This is a project-specific engagement.  And you list a whole bunch of things, all of whom are modified by the modifier "local", so local groups, local Indigenous communities that are directly affected, and so on, local key customer and industry groups and so on.

So first of all, I notice you don't mention environmental groups in there, and second of all, you include this modifier "local" in every instance, so can we agree it's not your intention to use that project stakeholdering to hear from people from environmental groups at all, and from provincial organizations that actually have staff and expertise or routinely have consultants that you call upon; you are only talking about meeting with the local folks.

MS. MILLS:  Well, David, we've developed component 2 hopefully to capture, you know, those technical experts, but I think component 3, of course those experts are more than welcome to engage with us during the component 3.  But I think the component 3 was really to get the -- in a geo-specific area we want to hear from the public, we want to hear from the people in that area, we want to hear from, you know, the local key customers, the industry groups.

The public consultation is very important to us as well, and we really want those people to be able to have a voice to discuss some of the IRP alternatives and to let us know what they think of them, because I think we recognize that if we put forward an IRPA and the community is just not accepting of that, it's not going to succeed, and our wish is --


MR. POCH:  Yeah, I wasn't suggesting -- I was not suggesting one or the other, again, I am just saying you haven't -- you have specifically not listed environmental groups.  You have specifically not listed provincial organizations, which are typically --


MS. MILLS:  They are more than welcome to participate during that process.

MR. POCH:  Are they going to be invited to --


MS. MILLS:  It's not meant to be restrictive in any way.

MR. POCH:  Are they going to be invited to participate in these cases?

MS. MILLS:  Yes, you know, if that's the case we will invite them to participate, but again, you know, it's going to be an open forum, David.  I think that we want to gather as much input as we can.

MR. POCH:  Okay.  Good.  Just a couple of quick questions then.  There is this EBO posting where the $2 million mandatory LTC -- leave-to-construct regulation under the Energy Board Act is now going to move -- propose to move to 10 million.

Does anybody here know what proportion of projects and of capital that will now cover?  That's probably an undertaking, I am guessing.

MR. STIERS:  Yeah, I think you are right, David, I think that was yesterday's panel.

MR. STEVENS:  David, to be clear, you are asking what proportion of identified projects will now fall under the increased LTC threshold?

MR. MONDROW:  Yes --


MR. STEVENS:  Or over?

MR. POCH:  And if you can just do it both by percentage of projects and percentage of capital spending on such projects on LTC.

MR. KITCHEN:  Based on our most recent asset plan?

MR. POCH:  Sure.  I mean, obviously whatever is readily available to you.

MR. STEVENS:  I think we can make efforts to do that, David.  I don't know exactly how the data is categorized right now, but we will try to provide you something that is responsive.

MR. POCH:  Thank you.

MR. MILLAR:  JT2.11. 
UNDERTAKING NO. JT2.11:  TO CLARIFY THE PROPORTION OF IDENTIFIED PROJECTS WHICH WILL NOW FALL UNDER THE INCREASED LTC THRESHOLD, BY PERCENTAGE OF PROJECTS AND PERCENTAGE OF CAPITAL SPENDING

MR. POCH:  Also in GEC 11, we were talking about pilots, the pilots that you have done.  You have done a couple and we all agree you should do more.

But you didn't include in that, in the pilot that was looking on the impact of peak day demand, you didn't -- at least from your description here, you haven't looked at what the energy efficiency benefits might be, such as avoided energy costs.

Is there any reason -- am I reading that correctly?  You weren't collecting that data, and is there any reason why you shouldn't?

MS. SIGURDSON:  Are you referring to the --


MR. POCH:  Sorry, I can't hear you.

MS. SIGURDSON:  Sorry.  Can you hear me?

MR. POCH:  Yes.

MS. SIGURDSON:  I'm just taking a look at the IR.  So in terms of Deep River, the goal of that study was to inform the understanding of peak hour consumption impacts and coincidently with that, there was another study and that's Ingleside.  So I think the idea was we would have the data of the two of them to coincide.

Do you have a specific question on --


MR. POCH:  Yes, on the first one.  I just wondered once you are studying an area like that, why wouldn't you collect other data, like the benefits of avoided gas costs.  It just seems to me that if we are designing pilots now going forward, do you agree it might make sense to capture all of the data?

MS. SIGURDSON:  Well, I think within scope, right.  So I think as we think about the different pilots and that's about the formation of those pilots, and in this one specifically, we did set out a specific scope.  And you're correct that that part wasn't in there.  But I think that comes down to timing and cost.

MR. POCH:  Okay.  So going forward, we are talking about a new round of pilots now.  Would you agree that, at least ideally, you want to measure as many of the costs and benefits a you can to get a global picture.  Fair enough?

MS. SIGURDSON:  Yes, that's fair.

MR. POCH:  And finally, on these ones you indicated that data is not yet available, analyzed and not available. Do you have a date when that might be available?

MS. SIGURDSON:  I don't have a date.  I know we didn't have a full heating season last year, so we are looking to complete that this year.  I anticipate within the next couple of years.

MR. POCH:  Oh, all right.  Okay, thank you.  Those are my questions.

MR. MILLAR:  Thank you very much, David, and I appreciate you keeping to the schedule.

We will have our lunch break now until 1:30.  If anyone needs to chat about any process issues, I will stay on for a few minutes here.  Otherwise, I will be back at about 20 after, but we will be back on the air at 1:30 with OGVG.  Thank you very much.
--- Luncheon recess taken at 12:31 p.m.

--- On resuming at 1:30 p.m.

MR. MILLAR:  Welcome back, everyone.  Good afternoon.  Up next we have Michael Buonaguro for OGVG.  I just want to let folks know that some people have cut their time a little bit since last we spoke, so Lisa DeMarco, if you are there, you may well get up today, so just keep that in mind.  And with that I will pass it over to Mike.
Examination by Mr. Buonaguro:

MR. BUONAGURO:  Thank you.  Good afternoon.  Two things.  If you see me looking up like that, it's because I have you on a different screen.  I am not looking away from you, I am looking at you.  And, two, if I look sleepy, my apologies.  It's not you.  I made the mistake of ordering McDonald's on Skip the Dishes, and it's not boding well, but I think I will be okay.

You will have received a list of references from me in preparation of this panel, and I won't be going through all of these any more.  There's been a lot of the areas have been covered.

I would like, though, to start with a reference from the evidence at Exhibit B, page 18, paragraph 35, which I provided in advance.  And it's simply an encapsulation of what Enbridge Gas says is the purpose of the IRP proposal or what it is.

And given that there was an original proposal and then a 2.0 proposal, which this is from, and then expert evidence and then additional evidence and then IRs, I just wanted to make sure that this remains constant, and particularly -- I can paraphrase it for the transcript.  IRP is a planning strategy underpinned by the guiding principles discussed in section 2.0 to consider facility and non-facility alternatives in tandem which address long-term system constraints needs such that an optimized and economic solution is proposed to meet identified constraint need.  And then at the end, for the purposes of this IRP proposal the remainder of this evidence assumes the Board will prioritize the most economic, bracket lowest cost alternative.

And I just wanted to check with the panel to see if this goal of IRP has remained intact throughout, so to this point, throughout the interrogatory phase?

MR. STIERS:  It has, Mike.

MR. BUONAGURO:  Thank you.  And when we talk about, prioritize the most economic (lowest cost) alternative, my understanding is that that is sort of bounded by the DCF analysis, generally speaking, from the evidence; is that correct?

MR. STIERS:  Yes, at the time that we submitted Exhibit B it was proposed that -- that we would move forward on a DCF analysis basis for cost-effectiveness screening purposes.  Since then in Exhibit C we have gone on to provide some additional content or statements which have been the subject of discussion this morning around a DCF plus should the Board wish to modify the costs and benefits being considered.

MR. BUONAGURO:  Thank you.  I was listening to that, and perhaps I will just skip ahead to Staff 20(b), which we talked about this morning, and I found the discussion this morning very helpful and detailed, so I don't have a lot of questions there.  I just wanted to confirm some things.

So Staff 20(b) has the list, the Table 1, which, my understanding, this is representative.  I don't want to say it's exact, but it's representative of the new approach -- sorry, the evolution of approach from a pure DCF to a DCF plus; is that fair?

MR. SZYMANSKI:  Yes, it is.

MR. BUONAGURO:  And my understanding is that there's an undertaking where you are going to actually break some of these categories out and provide details; right?

MR. STEVENS:  There's one undertaking, Michael, to provide details of any line that has more than one X, and there's another undertaking to provide an illustrative example of the analysis and what was attached to GEC Number 1, as I recall.

MR. BUONAGURO:  That's basically what I recall too, so thank you.  What I want to check, though -- well, first of all, I had sort of a question mostly because I'm curious.  In the original evidence it was listed as being reliant on EBO 188 and EBO 134, and I think certainly at this stage it's now really EBO 134; is that correct?  It's more based on that.  EBO 188, as my understanding -- and maybe it's too simplistic, but my understanding is EBO 188 was really a stage 1 analysis, which is less comprehensive than the one that I am seeing on the screen in Table 1, and that really, it's now really talking about EBO 134 with some added categories; is that right?

MR. SZYMANSKI:  Yeah, it's safe to say that the stage 1 in EBO 134 and the analysis in EBO 188 are one and the same, or very close to being one and the same.  EBO 188 includes some additional, you know, investment portfolio-type items, but, yes, this is more in line with EBO 134.

MR. BUONAGURO:  And as I recall, EBO 188 is very specific for distribution-related assets, and EBO 134 is for transmission assets, and my understanding now is that, regardless of where you started, that sort of distinction to the extent there was a distinction between those two EBO decisions, doesn't exist.  You are going to be having one test which looks at these -- looks at facility options versus IRPA options in the same way whether they're distribution or transmission, other than -- and that the only distinction will be the types of costs that go into this analysis.

MR. SZYMANSKI:  Yes, for comparing infrastructure projects with potential IRPAs, we will -- we are proposing the DCF plus methodology.  The -- we are not suggesting that the EBO 188 will be set aside for distribution-type leave to constructs that could proceed in the future.

MR. BUONAGURO:  Fair enough.  And that's because there's still, from what you're saying, there's still a role for determining whether a project that's proceeding is economic, in the sense that it's supposed to be economic under EBO 188?

MR. SZYMANSKI:  That's right.

MR. BUONAGURO:  Thank you.  Last question on this, because I know we spent a lot of time on it this morning.  So I see this list.  I understand there's another list coming.  Is the company asking or does the company need a sort of ten commandments of DCF plus approved or something like it, approved such that in the future when you make your first application for an IRPA approval that it becomes purely mechanical with respect to this aspect of it, or is it the case that you expect that the details of this analysis once the framework is approved would evolve over time as you gain more experience with IRPA?

MS. VAN DER PAELT:  I believe we expect it will evolve as we get more experience.  So the structure we think will stay intact and what I will call these big categories, but this is where understanding, you know, what are the appropriate avoided commodity costs for certain IRPAs versus the, you know, incremental capital -- incremental customer costs, that sort of thing, I think is going to have to develop over time as we learn more.

MR. BUONAGURO:  Fair enough.  Thank you.  I am going to -- I don't know if you are following along with my list, but I am going to flip down to -- and we will start with OGVG Number 6, and this is a question I asked about customer-specific build exemptions in your screening.  And I'll sort of preface this by saying, and the reason I ask this question is because I still have in my brain the hourly allocation factor and other charges proceeding, which happened mid to late last year, and when I read 
the -- in the preamble in this IR response it takes out the exception as it was originally written, and that seemed to suggest it was specific to a single customer's clear determination for a specific option.  I asked the question, do you actually mean groups of customers, and the answer was yes, and to that extent I was thinking of sort of the Leamington Phase 1 project as an example, where the entire capacity released by the proposed project was underpinned by contracts for specific customers, and you have confirmed that here; right?

MR. STIERS:  Yes.

MR. BUONAGURO:  And then -- and the reason I noted Staff 8(e), if we go to that, you were asked for more clarification on this exemption.  It was there a second ago.  There it is.  So, yes, the exemption criteria for customer-specific builds would be limited to projects where no other customers were connecting or driving value, and that caught my attention, and you can see by the reference I gave you, because in the proceeding where the hourly allocation factor was reviewed -- and that's EB-2020-0094, and the reference I gave was the transcript of the technical conference, Volume 1, August 20th, 2020, page 7, lines 14 to 19.  And I will read that for the record:
"So we would use -- we are proposing to use in an area where we see growth, particularly from multiple customers over time in a system that's constrained.  And we would use it in an area where aggregated both small and large customer demands results in economies of scale, lower cost per cubic metre."

I picked up this particular quote not because it's special, but it seemed to encapsulate my understanding of  what was being accomplished through the HAF proceeding, which was that whereas the company was originally taking large customer demand for capacity and building very tailored projects for them, the use of the HAF allowed Enbridge to expand the scope of those projects to include forecast demands from large customers that may not be ready to add to the system immediately, plus it allowed the company to take advantage of economies of scale when building to include small customer growth that fell within the same sort of time frame.

First of all, have I fairly characterized what you can now do as a result of the HAF proceeding?

MS. VAN DER PAELT:  I am probably the most familiar with this, Adam, and I would agree you have characterize it correctly.

MR. BUONAGURO:  Thank you.  And if I remember my submissions correctly I supported that, generally speaking. But the answer to Board Staff 8(e) seemed to suggest that you were hiving off at least part of that proposal, which was that you were going to provide customer-specific build exemptions for IRPA where you had a group of customers, based on my OGVG 6 answer just for the project, but that you may not be taking advantage of small customer growth in the same area.  And I think it was the same project area; I can't remember the term that was used.  But that would no longer be a part of that in terms of going forward; it would have to be dealt with differently.

Can you -- I am not sure I have put together my concern exactly -- I think you may get it.

MS. VAN DER PAELT:  Yes, I would say we haven't changed our policy.  It normally -- I mean, Leamington was an unusual situation where we actually able to get a like homogenous customers and look at what was happening in the area, and that was in the best interest of all parties.

I think we would still do that.  We would have thought of that as a customer-specific build, as a group.  They were looked at as group, which is really the intent.

I think what we are trying to get at here is it's not those projects where maybe a customer has identified a need which is a portion of a pipe versus we have got a group of homogeneous customers where we know the growth is there, we are willing to commit for the entire pipe.

MR. BUONAGURO:  So I am trying to understand if the scenario that I have outlined -- and I think is encapsulated in the quote I gave you -- would that still qualify for what I call a customer-specific build exemption?

MS. VAN DER PAELT:  Yes.

MR. BUONAGURO:  Okay, I am just looking at it again.  Okay, so where you have -- where you were looking at a project, a near term project that's triggered, if I can put it that way, I don't want to overstep, but I think if it's triggered by one or more groups of large customers and you're going down that road and you're able to take advantage of economies of scale when it comes to adding in the needs of small customers in the same area, that would still fit within the customer-specific build exemption.

MS. VAN DER PAELT:  It would.  And just to be clear, in the case that we looked at in Leamington and in future cases, the vast majority of that load was needed by the bigger customer who were committing, right.

MR. BUONAGURO:  Yeah, yeah.

MS. VAN DER PAELT:  Yeah so it was --


MR. BUONAGURO:  Fair enough.  I was using -- sorry to interrupt, but I using Leamington because it was, I thought, a very clear example of your answer to my part to OGVG 6, which is group of customer versus one, because the entire pipeline was committed to specific customers right off the bat.  I think it was -- that's why there's an interest in phase 2.

But the example I am talking about, and I think you have confirmed is still viable, is the one that we sort of talked about in the HAF process, which -- and I think the specific example was this was a process, this is a way of justifying or getting leave to construct for a project where you had a bunch of large customers in year 1 that was underpinning a project, but then you could also include large customers, I think it was up to year 5 -- I can't remember if it was five or -- large customers that would help you size the pipe properly.  And those customers would also be subject to the HAF process.

But then also you would consider the small growth customers to make sure that you weren't losing economies of scale.

MS. VAN DER PAELT:  That's right.

MR. BUONAGURO:  Okay, thank you.  I am whipping along.  So I had some questions on Staff 17(a), and I picked this because it refers to electrification, confirmation of non-gas solutions such as electric air source heat pumps and so on are considered within the range of possible.

I assume that Enbridge wants that approved, correct?  Or alternatively, you just want to know if it's in or out; those are the two options.

MS. SIGURDSON:  Yes, we want that clarification of knowing what's in scope and what's out of scope.

MR. BUONAGURO:  Right.  And I guess philosophically, though, I was thinking about this.  Doesn't that -- when you talk about the other sort of the gas alternatives, reducing gas use but still using gas or increasing capacity, but in the ways that aren't using pipes, I still see it very clearly within the scope of a gas distributor.

Here, you're no longer identifying customer needs and assisting them with those needs in terms of their gas needs.  You are now taking a step back and (inaudible) onto energy, right?  You're actually becoming sort of an energy facilitator as opposed to a gas distributor.  Is that a fair characterization?

MS. VAN DER PAELT:  I would agree.

MR. BUONAGURO:  And I think it's possible -- I am not saying I am arguing for this, I am just thinking about it in terms of a philosophical point of view.  But it's possible that the Board would say you were not the right person to be facilitating electricity applications, and that somebody else should do it, whether it's, you know, Hydro One as the transmitter or the local distribution company.  That's a possibility, isn't it?

MS. VAN DER PAELT:  Yes, and I think that's why we are seeking confirmation that those are considered to be a range of possibilities that we could provide.

MR. BUONAGURO:  Thank you, okay, and let's go down that road.  If that happens, does that mean that you're evaluation of IRPAs will eliminate solutions that you're not allowed to do?  So if you can't do electrification, the Board doesn't give you a mechanism for it, for example, including those assets in rate base or recover the costs at all, but those options are still the preferable options, are you still evaluating them as per your IRPA and then telling somebody, whoever that somebody is -- and I understand it's theoretical, but telling the somebody we really shouldn't be doing this because the best solution is for somebody else to be doing this.  Is that part of the process, or do you simply then put your blinders on and look specifically at gas-related solutions which are within your purview?

MS. VAN DER PAELT:  No, I --


MR. STIERS:  I don't think that -- sorry, go ahead.

MS. VAN DER PAELT:  I was just going to build on an answer that Ravi provided earlier.

If we think that an electric air-source heat pump -- we will use that as an example here -- is a viable solution and there is a third party who can deliver that solution and reduce the need for pipes, we would still be supportive of that.  So we would still be evaluating that as an option.  So we wouldn't be eliminating them just on the basis that they're electric options under that consideration.

MR. BUONAGURO:  So you're not eliminating options that make sense, but you're not allowed to do?

MS. VAN DER PAELT:  Yes, exactly.  Now, if there's nobody who can deliver that, I would say then that would be a question of if it's even practical to evaluate it.

MR. BUONAGURO:  Fair enough.  Thank you for that and if it was answered in the previous question, I might have misunderstood it to be applying in that way.  But I appreciate the clarification.  Thank you.

I am going to go to Staff 20 -- no we were there, sorry, Staff 22(e).  And if you recall from my list, I put together four IRs that generally talk about the allocation of IRPA costs.  And I won't go through all of them, this is sort of the main one.  In some of them, it seemed like you had a specific proposal for how to allocate the costs.

But in Staff 22(e), you say Enbridge is seeking guidance from the Board on the issue of cross subsidization, which in rate classes and the allocation of IRPA cost to the rate classes.

And when I asked the question -- and think it was OGVG 7 -- I was sort of looking ahead and thinking, well, we have a status quo where if there's a pipe solution, we know how the costs are going to be allocated, right.  You know if you put in a pipe how to allocate the cost.  It's either distribution or it's transmission, and if it's distribution, it will be allocated based on who is using the distribution system that it's attached to that will run through the allocation model.  And if it's transmission, there will be a wider net, but it's still based on who is using the system.  Right?  You're comfortable with that?  Correct?  I am sorry, I can't see anybody, so I don't know -- I don't know what your response is, because what I see on my screen now is the quote, which is fine, but I can't tell --


MS. VAN DER PAELT:  Yes, we do know how to allocate pipe today.  I would agree with that.

MR. ENGELBERG:  Yeah, fair enough.  But in what I was proposing -- perhaps we can go to it in OGVG 7.  And I am looking at this in terms of stage 1, stage 2, stage 3, and maybe it makes most sense as an issue in terms of a distribution situation.  So, for example -- and I am just going to pick numbers out of the air -- but if you would normally -- if you recall the status quo solution for a process was -- for a need or a constraint was a $10 million pipeline solution, and you justify in IRPA, and again, just for round numbers, the cost is $15 million, but under your stage 1 plus 2 plus 3 DCF plus analysis is the more cost-efficient, particularly because -- and again, I am just putting in for the sake of the example, because of the stage 3 benefits, which are societal, what I was sort of looking at was, well, from the customer who -- the normal customer who is actually needing the capacity, under the status quo, they would only be subject to the rate impacts of the $10 million and under the distribution level, but now they're being asked to bear a $15 million project because of the overall economic analysis, but if that $15 million project is being allocated to rates in the same way that the $10 million project is, there's a clear rate impact to those customers, even though at least part of the justification for the extra $5 million is the societal benefits, which are presumably shared by the entire customer base.

And what I was asking here was, was can you track that impact?  And I am not sure I maybe worded the question properly, but can you track the costs and allocate the costs in a way where the distribution costs, sort of the like-for-like costs of $10 million, would be allocated on the basis of the stage 1 analysis and that excess costs would be allocated to the system as a whole as a societal cost, and I think you told me you can, but then you said yourself you're proposing to treat the entire IRP cost in the same manner.

So I am just wondering if I can get a little more in terms of my proposal, which is looking at a way to take extra costs, extra actual project costs which are being borne because of societal factors contributing to the cost-benefit analysis being allocated in a different way than the initial costs of what would have been the pipeline solution.

MR. STIERS:  Well, Michael, I think that we'd be able to differentiate, and I think that's what the response says here, but I am struggling to understand exactly what you mean when you say, so separating out -- we have basically confirmed that we can compare the results of the IRPA assessment relative to, let's say the traditional facility, the traditional facility project, and we'd be able to track that going forward.

So to the extent that we break out the IRPA assessment into the component costs, does that not provide the detail that you're asking for?

MR. BUONAGURO:  It does.  What I haven't seen, and maybe I didn't ask it this way, and maybe I am asking you now:  What do you think of the proposal to split the allocation of a costs of an IRPA where there are incremental costs relative to what would have been the pipe solution that are justified because of things like societal factors which benefit the entire system, and what I am looking at is trying to see if there's a way to minimize the impact of those incremental costs in rates to the customers who under the status quo would have been funding a much -- a cheaper project.

MR. STIERS:  Right.  And I think we've said that we wouldn't be -- ideally we wouldn't be splitting the costs out and allocating differently a cost across customer classes.  If that's not direct enough, then perhaps we can answer -- we can take away and consider.

MR. STEVENS:  I think, Michael, what I am hearing is that Adam and the panel understand your proposal, but it's not Enbridge's proposal.

MR. BUONAGURO:  Yeah, okay.  Okay.  But you're saying that it can be done, but if your -- it's not your proposal, you are not telling me there's some fundamental mechanical error --


MR. STIERS:  That's right.

MR. BUONAGURO:  -- we can compare in doing it, it's more a philosophical one about the proper allocation of costs, and we can --


MR. KITCHEN:  Sorry.  It's Mark here.  I am not
sure -- there may be a barrier.

MR. BUONAGURO:  Okay.

MR. KITCHEN:  And the reason I say that is I think what you're suggesting is that you'd have a separate rate recovery for customers that cause us to incur the IRPA from those that don't.  Have I got that right?

MR. BUONAGURO:  What I am saying is -- and I am trying -- I am trying to use the example -- if you normally -- the status quo is a pipe solution, and that pipe would cost $10 million, and the IRPA solution costs $15 million, notwithstanding the fact that there may have been stage 2 and stage 3 factors that justify that $15 million cost as being more cost-effective than the $10 million cost, in rates you're putting through an extra $5 million that you wouldn't have if you had done the pipe solution.

MR. KITCHEN:  Yes.

MR. BUONAGURO:  Now, I recognize that some of that $5 million incremental cost that's going through rates that wouldn't have otherwise probably is attributable to stage 2 benefits, for example, which would be customer-specific, so maybe we are only talking about the stage 3 costs being the reason that you're bearing part of that extra $5 million is because you're benefiting everybody --


MR. KITCHEN:  Right.

MR. BUONAGURO:  -- so why wouldn't anybody pay for it.  It's sort of simple that way.  Now, in saying that, you know, we don't have an example, as we were talking about, a framework, and I know you have been hesitant to look at examples, and it may be that the stage 3 analysis doesn't add a lot, and really, the meat's in the stage 2.  I understand that.  I am just looking at it sort from a philosophical point of view, is there some fundamental reason why you couldn't just look at -- you know, if the entire 5-million-dollar overage is justified by societal factors, you know, you wouldn't want to increase the rate impact to the distribution companies -- the distribution customers that are getting the benefit of the new pipeline by 50 percent because of factors that are benefiting the entire system, is what I am suggesting.

MR. STEVENS:  I think the witnesses have said that you can disaggregate the -- or you can figure out what the difference in costs from the facilities solution would be.

MR. BUONAGURO:  Yeah, no, no.

MR. STEVENS:  It may well be a much more difficult proposition to figure out how that would be allocated to some discrete group of customers.

MR. BUONAGURO:  Well, I mean, what I would be saying is you would treat the -- in my example, you would treat the $10 million -- the first $10 million, at least, and maybe more because of stage 2 analysis -- as the solution that would be normally through the distribution, be allocated as though it had been the pipe solution, and that the remainder would be allocated to sort of be as some sort of system-wide bucket.

MR. KITCHEN:  I think that -- I think that what we are saying is that if there is a pipe solution, that would be allocated to all customers through rates in the same -- in the same way the IRPA costs would be as well.

MR. BUONAGURO:  Right.  But --


MR. KITCHEN:  All the economics does -- all the economics does is say that the IRPA is perhaps more cost-effective.  But in terms of the actual, what goes into rates, that's the cost of the IRPA, and everybody pays.

MR. BUONAGURO:  Okay.  I think I have got -- I appreciate the help.  I think can leave that there.  And I am just going to quickly look to see if there is anything else I wanted to say that I should, and I think I am good.  Somehow I managed to use most of my time.  I apologize to Mr. Millar.  But those are my questions, thank you.

MR. MILLAR:  Great.  Thank you very much, Mike.

Dwayne, you are up next, and just to keep people advised, Julie, you will be up after Dwayne.
Examination by Mr. Quinn:


MR. QUINN:  Thank you, Michael.  Good afternoon, panel.  I am just going to try to go through these efficiently. You can turn up FRPO 2, but I don't think anything turns on that, so I am just going to alert Enbridge that that's where we are going initially.

So FRPO envisages that the IRP framework for EGI would be enhanced if it contained a schedule listing the various IPAs that are available currently, with that list being maintained and updated under OEB supervision.

So stopping there, would EGI support the concept of the OEB holding that menu?

MR. STIERS:  No, I think we have already said in this response, Dwayne, that in Staff 16 as well as in our additional evidence at Exhibit B we have provided an initial listing of various different forms of IRPAs, and through the last couple of days have said, no, that we don't want to get into a situation where there's hard and fast restrictions around any of those IRPAs.

MR. QUINN:  So if the Board held it, you would say there would be hard and fast restrictions?

MR. STIERS:  I am sorry, so I am not quite understanding how we would benefit, or anybody would benefit from the Board holding a list.

MR. QUINN:  Potentially, that other parties could petition to the Board to add an IRPA, and they would determine if it would be added to the list.

MR. STIERS:  But we are not restricting IRPAs generally at all, when in fact we are saying repeatedly that to the extent something is identified either by parties, intervenors, people in local communities, at any of the outreach points that we have discussed at length, that we would take those into account, we would consider them.  So no, I don't think there would be value --


MR. QUINN:  But there's a difference, Adam -- sorry to interrupt, but that's the difference.  You are going to consider them.  You are not saying you will add them with the Board, we are asking for transparency and openness in terms of being able to apply for that.  And the OEB, as the objective arbitrator, would decide whether that is an effective IRPA or not.

MR. STEVENS:  I think, Dwayne, you have heard that that's not Enbridge's proposal.

MR. QUINN:  Okay, thank you.  So within the list we envisage, there would be bridging mechanisms.  And those overseeing, let's say, the bridging mechanisms, whether it be EGI or the Board should have a reasonable understanding of the various options that exist and how they operate.

In FRPO 2, we asked Enbridge to produce its list for inclusion.  Enbridge declined, as is clear as per FRPO 2.  I am just trying to get clarity from our perspective then. Does Enbridge see any peaking service as an appropriate bridging alternative?

MS. THOMPSON:  I believe we confirmed yesterday that we consider commercial services, which would include peaking services, as an IRPA.

MR. QUINN:  Okay.  So then specifically an increase in PDO availability for a discernible period, like a short-term period like three years, would that be considered a bridging solution?

MS. THOMPSON:  PDO would be among the list of IRPAs.

MR. QUINN:  Okay, great, thank you.  I am going to divert just a little bit, because I was following Mr. Poch's discussion with you this morning and a couple of things came up, including the idea of an IRP being eliminated, if I understood it, on a binary basis to say if it's eliminated at the outset because it can't ramp up in time, it would be eliminated.

But would bridging solutions not provide a compatible tool that would suggest that other alternatives, which may take more time to ramp up, a bridging solution could be applied in advance of the full ramp-up of the IRPA?

MS. VAN DER PAELT:  Hi, Dwayne.  I believe what we said is we would look at combinations.  So if there was a combination that made sense for a project and, using your example, it had PDO or it had a peaking service and net energy efficiency, we would look at that from a timing perspective.

Where the binary was is if we couldn't find a combination or solution that actually met the needs or didn't fate the criteria that we laid out in the evidence for safety and those sorts of things.

MR. STIERS:  That combination, Dwayne, of what you said was bridging and whatever else it might be, of course we would have to test that combination or that portfolio of IRPAs in the same manner that we're speaking of testing an individual IRPA, so subject to total economic test and so on set out, so screening criteria, stages 1 and 2 of the evaluation as set out in Exhibit B, baseline facility.

MR. QUINN:  I want to get back to Ms. Van Der Paelt's answer, because what I think I heard implicit in that answer is that before an IRPA is eliminated based upon insufficient time to ramp up, combinations of other solutions including bridging alternatives would be considered before it is dismissed as a viable alternative.  Do I have that correct?

MS. VAN DER PAELT:  I would say we would look at combinations of IRPAs, you know, if, as Ms. Thompson just mentioned, that's in the bucket, we would look at combinations to see if something made sense with all the criteria.

Our drive is to find solutions as well.  It's just we do have to make sure that the accountability for the risk on the system and the reliability in that combination is there and it makes sense, right, from an economics viewpoint.

MR. QUINN:  Okay, thank you.  A further thing that again, I was trying to catch the detail and missed something in some of the communication.  But there was an undertaking taken to prepare a template, which -- I shouldn't say prepare, but provide a template which I understood -- and correct me if I am wrong -- that that template would include Enbridge's list of costs and benefits that would be included in the assessment.  Is that correct?

MR. STEVENS:  The undertaking, as I understand it, Dwayne, is to provide a similar document to what's attached to GEC Number 1, which is an EBO 134 analysis, but to update the descriptions of the values or the inputs to reflect illustrative examples of what would be considered in the evaluation of IRPAs and, I suppose, facility alternatives.

MR. QUINN:  So those would be costs and benefits, David?

MR. STEVENS:  Yes, both those things are found in that document.  Again, Dwayne, it's meant to be illustrative and not an exhaustive example.  I think the witnesses have pointed out that there may be various factors to take into account, depending on the nature of the IRPAs being considered.

MR. QUINN:  Okay.  Well, I suppose instead of trying to add or change, we will look forward to seeing that and determine if we have any questions and provide those to you later.

So one of the concerns, I guess, of many parties is the timing and how projects and IRPs are brought to bear in terms of timing.  So if you turn up FRPO 17, please.  And 6 at the bottom of the page says the company would require a minimum of four years to design, plan, and seek OEB approval for and to construct.

We are trying to get a breakdown of that because our concern is how this happens sequentially.

So what -- in that four-year time frame, what is the time currently estimated to be required to construct an OEB LTC pipeline -- sorry, OEB-approved pipeline, so actually specific to the construction.

MR. STIERS:  Dwayne, I was just going to say I think that yesterday the time span of 12 to 18 months came up.  So what we are talking about the four years is all the way from, as it says, design, planning, the work that starts to create an OEB application, and then the time required to see that application through to a final decision from the Board.

MR. QUINN:  Okay.  So what amount of time, then, is allocated to the leave-to-construct process?

MR. STEVENS:  The leave-to-construct process itself, Dwayne, has Board-prescribed timelines.  My recollection is if it's a leave-to-construct application without oral hearing, it's 130 days from the date of the notice.  It's longer when there is an oral hearing, and I apologize I don't know precisely what that is, but it's on the Board's website.

MR. QUINN:  Well, I can look that up, David, but I am asking Enbridge from its perspective because the four years -- we are trying to get an understanding of that breakout.  So before that, there would be design and planning, which was indicated.  Is it possible to break that four-year time frame into -- and I know they're not concrete, set in stone, when you get 12 to 18 months.  We accept that there's going to be -- depending on the construction project, there's going to be variable amount of time, but can you break down that four years into design, regulatory process, construction?  And that would be helpful to us.

MR. STEVENS:  We can take that away by way of undertaking, I think would be most efficient, to let you know what are the various stages included within the indicated minimum four-year term.

MR. QUINN:  Okay.  And that would be helpful, David, if you would take it by undertaking.  We don't need it precisely today, but I do -- I want to respect that I do have a follow-up question before we close out the undertaking.  You can add it into the undertaking or you can answer it separately here.

But where in that timeline would the assessment of IRPAs, such as market-based supply-side solutions, where would it fit into that timeline?  So, again, you can answer that in conjunction with the undertaking or you can tell us now.

MR. STIERS:  Up to ten years in advance of the actual system constraint being realized, Dwayne.

MR. QUINN:  Sorry, you're doing a four-year -- you have got a four-year window.

MR. STIERS:  We have a deadline -- we have a deadline that we, if -- assuming -- all of this is predicated on the fact that none of this absolves the company from having to meet the firm contractual demands of its customers on its system.  Right?  So we say, okay, while we are comparing all IRPs to a baseline facility alternative, and that baseline facility alternative is our contingency plan.  Therefore, we need to know how long we're going to need as an organization, what that -- that facility LTC to the Board for approval and consideration, what's the bare minimum we need for that.

What we committed to yesterday is, as soon as we identify needs and constraints up to ten years in advance through the asset management plan, that we start to consider IRPAs that could resolve that, including market-based alternatives.  The clock starts ticking at ten years.

MR. QUINN:  So you're saying these IRPAs will be assessed long before you start the process for an LTC?

MR. STIERS:  Hopefully they -- they -- the IRPAs that have been considered, yes, long before any consideration of drafting an LTC application are deemed optimal, we pursue them, and they successfully resolve the underlying system constraint, and no LTC needs to start.

MR. QUINN:  Okay.  But I'm -- I'm a little still surprised at the answer.  Can I just say, David, if you want to accept the undertaking of breaking this out, because this is -- I think Adam's answering a different question than I am asking, but we still would benefit from the timelines broken out as you have before, so if you'll accept that undertaking, then I can just follow this up, and it may go somewhere, it may not.

MR. STEVENS:  Well, I think what I understand Adam to be saying is that the IRPA evaluation process and perhaps identification process would happen before the LTC preparation and filing process happens.

This four-year timeline that we are talking about here, as I understand it, it's only triggered and starts when it's determined that the facilities application is the optimum approach.

So that's all context for saying I am not sure that these additional questions really fit in the undertaking you've asked.

MR. QUINN:  No, that's what I am saying.  Just go ahead with that undertaking as asked, David, because I want to pursue this differently than I thought I was, because I'm coming to understand Enbridge's perspective on this.

MR. MILLAR:  So the undertaking is JT2.12, and I understand it to relate just to the four-year time frame; is that correct?

MR. QUINN:  That's what I am saying, yes.

MR. MILLAR:  Okay, thank you.

MR. STEVENS:  To be clear for the record, Michael, it's to provide details of the steps or the activities within the four-year term that -- or the four-year timeline that it will take Enbridge to design, plan, seek OEB approval for, and construct an LTC facilities project.  
UNDERTAKING NO. JT2.12:  TO PROVIDE DETAILS OF THE STEPS OR THE ACTIVITIES WITHIN THE FOUR-YEAR TIMELINE THAT IT WILL TAKE ENBRIDGE TO DESIGN, PLAN, SEEK OEB APPROVAL FOR, AND CONSTRUCT AN LTC FACILITIES PROJECT.

MR. QUINN:  So would it be fair to say, then, before this LTC process starts, if it were related to major systems like Dawn-Parkway that you would undertake a reverse open season prior to initiating that LTC application?

MS. THOMPSON:  A reverse open season would be one of those steps.

MR. QUINN:  In advance?

MS. THOMPSON:  Along with a new capacity open season, correct.

MR. STIERS:  Yeah, the OEB storage and transport access will require that be conducted at some point.

MR. QUINN:  So would you then undertake a market assessment to see if there is a bridging solution to defer the need for facilities?

MS. THOMPSON:  That would be under the commercial services IRPAs.

MR. QUINN:  So it would be a potential IRPA that could be applied in advance of the LTC.

MS. THOMPSON:  It would be a consideration as an alternative.  We would also alongside of that need to consider the particular constraint at the time and whether a commercial alternative is suitable for addressing that need.

MR. QUINN:  Okay.  So I am going to say, under the construct that you have filed a bridging solution, and let's just say for the purposes of discussion it's a peaking service similar to what you have put in place in the past, but it's a peaking service for three years, it may or may -- it may or likely is deferring an LTC, would Enbridge be seeking compensation for the costs associated with that peaking service beyond the cost of actually getting the peaking service in place, would Enbridge be seeking any kind of return component for its efforts to put that in place?

MR. STIERS:  I think, Dwayne, to the extent that the costs are similar, and again, we have not worked out the minutiae of all of these various IRPA scenarios because we are still waiting on guidance as to, does the Board support the list, as you spoke earlier, the many varied versions and combinations and permutations.  But right now our proposal is that we be allowed to treat all costs similarly, and by similarly, like treatment for like results to the capital projects that they allow the company to avoid or defer.

MR. QUINN:  So if I make that more concise, you're saying any supply-side solution that defers a capital investment, the utility would be seeking a return similar to what -- if they had invested in that capital?

MR. STIERS:  I think we'd have to look at it at the time, Dwayne, but, yes, for now we're proposing that all such costs would go into a deferral account that would be cleared on an annual basis and the portfolio of costs would be capitalized.

MR. QUINN:  At a return comparable to the capital investment?

MR. STIERS:  I believe that's the intent here, Dwayne.  We would again have to look at that at the time.

MR. QUINN:  So from a regulatory context perspective, if this is a more prudent solution, a lower-cost solution to benefit in this case the ratepayers, you're saying that by facilitating that solution you are going to be seeking a return on it comparable to as if you had put the capital investment in place?

MR. STIERS:  I think what we are saying is we will have to look at every situation specifically.  What we've put forward is something that looks at investments in IRPAs generally and suggests that investments in any combination of IRPAs should be treated in the same manner as the investments in the facilities projects that they allow us to avoid, defer, or reduce --


MR. QUINN:  So --


MR. STIERS:  -- as applicable.

MR. QUINN:  Maybe to help this be concrete for me, maybe others are getting this, if you had a capital project that would have a revenue requirement associated with it of let's say $20 million a year, or you had a supply solution that would cost $10 million a year, which of either the 10 or the $20 million will you be seeking a return on, the avoided 20 million or the annual 10 million?

MR. STIERS:  I can't say that I have an answer for that particular scenario right now, Dwayne.

MR. QUINN:  What I am trying to understand is, are you seeking a return on your avoided costs, or are you seeking a return on the annualized cost of the IRPA?

MR. STEVENS:  I wonder, Dwayne, whether this would be appropriate for us to take away and answer in writing rather than trying to address eventualities that haven't been talked about between the panel.

MR. QUINN:  Fair enough, David, okay.  I am accepting that.

MS. DeMARCO:  David, I have a related question.

MR. STEVENS:  Can we first just nail down what this question is, Lisa, and then see what we need to add to it?

MS. DeMARCO:  Sure, sure.

MR. STEVENS:  So as I understand it, the question is to provide Enbridge's position on what capital cost treatment or capital cost -- I suppose treatment is as good a word as any -- treatment would be applied to supply side IRPAs that delay infrastructure projects.

MR. QUINN:  I would be more specific in that avoided for now -- well, I was trying to make it concrete, David.  If you want to do on the simple basis of a 10-million-dollar revenue requirement IRPA or a 20-million-dollar revenue requirement capital cost, that would outline for us what recovery the utility would be seeking as a return on those respective approaches.

MR. STEVENS:  We can do that, Dwayne.

MR. QUINN:  Okay.

MR. STEVENS:  So in the scenario where the IRPA has a 10-million-dollar revenue requirement and it's avoiding a 20-million-dollar capital cost.

MR. QUINN:  A 20-million-dollar revenue requirement.

MR. STEVENS:  Sorry, revenue requirement, what would Enbridge seek recovery on?

MR. QUINN:  Yes.

MR. MILLAR:  Okay, I will mark that as JT2.13. 
UNDERTAKING NO. JT2.13:  TO PROVIDE ENBRIDGE'S POSITION ON WHAT CAPITAL COST TREATMENT OR CAPITAL COST TREATMENT WOULD BE APPLIED TO SUPPLY SIDE IRPAS THAT DELAY INFRASTRUCTURE PROJECTS, ON THE SIMPLE BASIS OF A 10-MILLION-DOLLAR REVENUE REQUIREMENT IRPA OR A 20-MILLION-DOLLAR REVENUE REQUIREMENT CAPITAL COST.

MS. DeMARCO:  I think I have a logical add-on to that JT2.13.

MR. QUINN:  Go ahead, Lisa.

MS. DeMARCO:  So at Exhibit B, page 32, at paragraph 74 you indicate that you're intending to include for IRPAs administrative costs, implementing costs, planning costs, measurement and verification costs as capital and not O&M.  Can you just confirm how the IRPA costs will be treated in that 10 million and 20 million assessment.

MR. STIERS:  I wonder if, Lisa, we could go Staff 22 and have a look at the breakdown of costs that we included there.

So we talked about administrative costs, so staffing and resources required to meet increased workload, propose -- we propose to incremental IRP admin cost would be included in the O&M costs of the company's revenue requirement, and we talk about the project cost which includes planning, implementing, administering and measuring, and verifying the specific investments in IRPAs, and we propose that those costs be capitalized to rate base.  And then ongoing operating and maintenance costs, similar to admin costs, we propose that those costs be included in Enbridge Gas's own end costs, so the company's revenue requirement.  So what we propose is that following approval of the project, these costs, once a project is in service, would go into the IRP deferral account that we have requested be established, and we would come forward on an annual basis together with other deferral and variance accounts clearances and request recovery.

MS. DeMARCO:  Yes, this was cause manager a little bit of concern because it seems to be at odds with Exhibit B, page 32, paragraph 74.  So if you could do it in chart format, that would be very helpful because there seems to be different evidence on those points.

MR. STEVENS:  Sorry, do what in chart format?

MS. DeMARCO:  Each of the costs that are listed, planning, implementation, admin, measurements, the application, O&M, IRPA project costs, IRP admin costs and say what is intended to be capitalized and what is intended to be treated otherwise, O&M or deferral account.

MR. STIERS:  That's exactly what we describe in Staff 22.

MS. DeMARCO:  I will take another read to make sure I haven't missed that.  It just seemed that 22 was at odds with the evidence in paragraph 74.

MR. STIERS:  It may be.  It certainly -- it may be -- it may be slightly confusing in terms of the terminology used.  But I can assure you that Staff 22 represents our position on each of the -- how each of these costs should be treated.

MS. DeMARCO:  Is it worth a correction, then, of paragraph 74?

MR. STIERS:  I am not sure -- let me have a quick look at 74.

MR. STEVENS:  Perhaps, Lisa, we can take as an undertaking to advise as to whether any changes need to be made to paragraph 74 of Exhibit B to reflect what's set out in -- I am sorry, what was the Staff undertaking, Adam?

MR. STIERS:  It would be Staff 22.

MR. STEVENS:  If not, then we will advise accordingly and if an update needs to be made, then we will advise accordingly and make the update.

MS. DeMARCO:  Or a clarification.  I wouldn't want to limit you to having to do an update.  If it's simply a clarification, I am happy with that, too.

MR. STEVENS:  Thank you.

MR. MILLAR:  The undertaking is JT2.14.

MS. DeMARCO:  Thanks very much.  
UNDERTAKING NO. JT2.14:  TO ADVISE AS TO WHETHER ANY CHANGES NEED TO BE MADE TO PARAGRAPH 74 OF EXHIBIT B TO REFLECT WHAT'S SET OUT IN IR STAFF 22; TO CLARIFY AS NECESSARY


MR. QUINN:  Okay, if I can proceed?  I am assuming I can proceed.  I am going to proceed and somebody tell me if I need to stop.

MS. DeMARCO:  I am sorry.

MR. QUINN:  Okay.  I just want to make sure everybody was finished with that.

So moving forward -- and actually a step back.  In talking with Mr. Poch, he was contemplating or discussing with you the costs associated with ex-franchising of franchise customers.  And of course, I certainly understand that.

But something you said, Mr. Stiers, I think warrants clarification because he was talking about the costs of the pipeline paid over 40 years and the phrasing that I think you used -- and you can clarify for me if I am wrong -- is that the ex-franchise customers would pay their fair share.

I assume it was a presumption that it was their fair share over the 40 years, but they would pay the fair share over the 15 years of the minimum contract that they would have to underpin the build?

MR. STIERS:  That's the standard for contracting on our system, yes.

MR. QUINN:  So to be specific, then, they're only paying their fair share for the first 15 years.  After that, it's their option whether they would continue to need the pipeline or not?

MR. STIERS:  That's right.

MR. QUINN:  And the rest of the costs would be recovered from in-franchise ratepayers.

MR. STIERS:  Under the speculative scenario that there was no more ex-franchise demand of which there's no basis.

MR. QUINN:  Sorry?

MR. STIERS:  Under the speculation that there was no more ex-franchise demand to fill the pipe or to contract for the capacity, then, yes, but that is a hypothetical scenario, Dwayne.

MR. QUINN:  Well, I thought that was a hypothetical scenario that you were answering to, but I was looking for clarity between the 15 and the 40 years, which I think we have achieved, but I will leave it at that.

Okay.  My last question -- and I don't have the familiarity with the Deep River experience.  I understand this morning that we were talking about using area measurement in Deep River to try to get a sense of the impact of IRPAs that are being piloted there.  Do I have that correct?  I think it was Ravi that was speaking to that.

MS. SIGURDSON:  Yes, hi, Dwayne.  I will take you to Exhibit C, Appendix B.  In there it states the purpose of that, and I think I did reiterate this earlier, but Enbridge designed the Deep River case study to inform the understanding of peak hour consumption impacts specifically.

MR. QUINN:  Okay.  That's helpful, but what I was trying to understand in that discussion is -- I didn't want to interrupt Mr. Poch, but the peak hour is being done on an aggregated basis for the community, or is that just a segment of the community?

MS. SIGURDSON:  My understanding -- I am not as close to that project, but I understand that about 90 percent of that community, so it's not 100 percent of the community.

MR. QUINN:  But there's one feed, is there, that is going through the station?

MS. SIGURDSON:  That I'd have to confirm.

MS. MILLS:  That's correct, yes.  That's correct.

MR. QUINN:  Sorry, did you want to complete something?

MS. MILLS:  That is correct.  There is a one-way feed into the community of Deep River.

MR. QUINN:  Okay.  You're speaking softly, but I --


MS. SIGURDSON:  That is correct.  There is a one-way feed.

MR. QUINN:  Okay.  Thank you.  That is what I was trying to understand.  And this is more, I guess, a comment, but is there going to be a comparison of the value of the information you get from Deep River on a peak hour basis to what it would cost to obtain that information using a full deployment of AMI?

MS. SIGURDSON:  We haven't established a group to look more specifically at AMI, and that could be within reason to take a look at the outcomes of this study, which again, that is a big difference, as we point out, Dwayne, where I believe that's a one-way feed versus what we're thinking of, the ultrasonic meters, which would be two-way feed.

MR. QUINN:  Right.

MS. SIGURDSON:  It would be part of that work.

MR. QUINN:  Okay.  Well, we would encourage that as an opportunity, because to spend, just throw it out, $50 million to put AMI in a community to figure out how to save $5 million later on just doesn't make sense.  I understand the pilot aspect of it and what could be gained, but where you have communities that are one-way feeds, that's, to me, as helpful and more cost-effective, but I will leave it at that.  That's just a comment.  Thank you for answering the questions.

I am a few minutes over time, Mr. Millar, but I trust that was helpful to Anwaatin.

MR. MILLAR:  Yeah, that's great, Dwayne.  You're all finished?

MR. QUINN:  Yeah.

MR. MILLAR:  Okay.  Thank you so much.  Appreciate it.  Julie, are you there?

MS. GIRVAN:  I am here.

MR. MILLAR:  Off you go.
Examination by Ms. Girvan:


MS. GIRVAN:  Okay.  I will just -- I am going to probably -- I just want to say hello to some people I haven't seen for a while.  I see Ravi there and I see Sarah and Sue.  Nice to see you guys.  It's been a while.

I am going to turn my video off just because I sometimes have a little bit of trouble with connection --


MR. MILLAR:  Yeah, Julie, we are having trouble.

MS. GIRVAN:  -- I apologize if there's noise this afternoon, so there's construction.  Okay?  I am going to turn the video off.

MR. MILLAR:  Yeah, I think that works better, Julie --


MS. GIRVAN:  Is that better?

MR. MILLAR:  -- we were having a lot of trouble, but it seems to have cleared up.

MS. GIRVAN:  Okay.  Thank you.  And I just want to apologize.  There is a bit of background noise.  I don't know if you get this, Mike, but my house is literally shaking from construction down the road, so -- but I think it should be okay, so just let me know if you can continue to hear me -- if you can't continue to hear me.

So I just have a few questions.  Most of mine are on the CCC IRs to -- but I just had one on Staff number 6, OEB Staff 6.  So I'm really trying to understand sort of the steps in this whole process, and so I just -- it's a question, and I think you talked about it before, but I just want to clarify.

So the OEB is going to hear this application and they're going to establish a framework, and I'm just trying to figure out what happens next.  So you're going to have a ten-year AMP.  Can you just set out what you think that the next steps are and in terms of -- and also add in sort of timing?  And maybe this is a question for you, Adam.

MR. STIERS:  Yes, sure, Julie.  So it's tough not to preface the response with the usual here, but it will of course depend on the nature of what the Board's framework actually sets out.

Next steps I think logically for me are advancement of pilots and reflection of the Board's guidance in the framework within our AMP, our ten-year AMP going forward.

So you can pick and chose depending on the timing of the Board's framework which is going to necessarily come first.

MS. GIRVAN:  So let's just say -- for example, let's say the Board puts out a framework in July, so what's your sort of next step and what's the timing of those next steps?

MR. STIERS:  So again, it's tough to say definitively without knowing what the framework allows and how different it is from our proposal, but I'd say we would be starting work, hopefully, or have started work if we get the guidance we need on IRP pilots.  We've endorsed the idea that starting on a couple of pilots, design of a couple of pilots would make sense, and we would kick those through the stakeholdering process that we set out, and ideally they would follow a similar process as what we proposed in general for IRPA applications, because then they can be really true tests of what we're proposing here.

From there, again, totally dependent on timing, because, as you can imagine, to come up with a ten-year AMP is an enormous amount of work, we may be able to start reflecting some of the changes that come from the Board's framework into our next AMP.  Certainly we would look to do that as soon as we reasonably can, and identifying needs, reflecting potential IRP opportunities, and so on, and then, again, depending on what's set out in the framework, conducting a stakeholder day following the issuance of the AMP to receive feedback on what we've identified and any initial conclusions drawn, and then from there --


MS. GIRVAN:  Okay --


MR. STIERS:  -- we would kick into IRP reporting on an annual basis as long as we actually have pilots in play and we have potential IRPA applications.  Is that what you are looking for?

MS. GIRVAN:  Yeah, I guess I am just looking for -- in a little bit of sense I get the sort of -- the process that you are going to follow.  My question is really when do you expect to maybe develop the first couple of pilots and when do you expect to file your first AMP that arises after this decision?  Is it two years, is it five years, is it...

MR. STIERS:  Sure.  I think, if I take you to our reply evidence, so that's Exhibit C at paragraph 52, we talk about the pilots and the timing and we say it may be very challenging to deploy and design two IRPA pilot projects in 2021 and to deploy IRPA resources no later than January '22.  We think a more reasonable timeline if the we have got to wait for the Board's guidance through the framework here is to deploy design two IRPA pilot projects by Q2 2022 and to deploy IRPA resources no later than Q3 2022.  Again, the caveat on all of this that it depends on the nature of the Board's framework.

MS. GIRVAN:  Okay.  Thanks.  And this is just a follow-up from yesterday, and I asked a question, and I was directed to your panel, is about putting IRPAs in rate base, and I guess what I was sort of looking for is some concrete examples, and from a practical perspective how do you do this.

And let me just take you -- if you want to provide me some examples, great.  But it's just I am trying to understand how this is going to work.

If you have a project, say a subdivision with heat pumps, like can you explain how you would put those things in rate base?  Maybe I am missing it.  Is there an example anywhere that's been filed?

MR. STIERS:  No, no, I don't you're missing an example, Julie, because we have not gotten into specifics, by design in many cases, with this proposal.  We've provided some explanation of the nature of the costs we expect to come forward and the response at Staff 22, and we walked through that with Lisa just a few minutes ago and I explained that our intent is to put those costs into an IRPA deferral account and to seek clearance of those costs on an annual basis.  And to the extent that there's undepreciated amounts left related to any IRPA investments, we may seek at rebasing to build those into base rates.

MS. GIRVAN:  Okay.

MR. STIERS:  But then I do expect that that IRP deferral account should persist beyond rebasing even because think it's going to take time for us to truly ramp all the way up to a stage with IRP and its proposal where we have a good handle on what all of the costs potentially are --


MS. GIRVAN:  So that would also be like a version of an ICM?

MR. STIERS:  No, I am not sure I would directly compare it to an ICM.

MS. GIRVAN:  In the sense that until you rebase, you record the costs in a deferral account.

MR. STEVENS:  I think, Julie, it would be different from an ICM in that Enbridge's current proposal it is not to be recovering the amounts as a separate rate rider.  They would go into an account, and it might be that account is cleared annually.  So it would be almost more like the rest of the deferral and variance accounts.

MS. GIRVAN:  I understand, I see the difference. I just wanted to ask again the follow-up from yesterday about specific technologies that you would consider putting in rate base.

MS. SIGURDSON:  I can given an example here, so Julie, hello.  So if we think of an air-source heat pumps, I think that was one that we had and I think that was a bit of the example you were alluding to.  So there you have an asset, and I think we did talk about this a little bit earlier as well that we would be open to third party contracting, if that was the case.

But I'll take you back.  I think one of the clearer areas here is under Exhibit B, where we talk about like treatment for like results.  So what we are doing is treating those new assets, right, and we are going to rate base them.  So it will be the cost of -- it could be the asset, it could be the contract in which, you know, a third party is going to actually install those assets.  So we'd have to take -- and that would be put forward in the specific IRPA application.

So once we determined, for example, here is an alternative and we need to figure out the costs associated with it, then we would determine what's the best way to go about that, is there market competitors out there, is that something where, you know, we can outsource to a third party that already, you know, has that asset and work it that way.  Or if not, does that market require some further advancement and, you know, is that where Enbridge plays a role, that's --


MS. GIRVAN:  Okay, okay, so then at that time, too, you would propose the rate base treatment of those assets?

MS. SIGURDSON:  Yes.

MS. GIRVAN:  Okay.  All right.  Okay, if you could turn to CCC Number 3, please.  On the first page is what I had asked about this specific approvals, so I just want to confirm that you want the Board at the end of the day in its final decision in this case to rule on that list of bullet points, is that correct?

MR. STIERS:  That's correct.

MR. STEVENS:  That is correct, Julie.

MS. GIRVAN:  So you want them to say yes, we agree with the principles, yes, here's the screening criteria, yes, here's the evaluation and you want them to rule on each of these specifically.

MR. STEVENS:  Obviously, Julie -- sorry, Adam I will just go and then I will step back.

Obviously, things may change over the course of the hearing.  But as we sit here today, these are what we anticipate would be among the list of approvals that we are asking for from the Board.

MS. GIRVAN:  Okay.

MR. STEVENS:  Sorry, Adam.  I cut in on you.

MR. STIERS:  No, no, you're absolutely right and I guess the only thing to make sure it's clear there is also the request for approval of the IRP deferral account as well, and that's included in the response.

MS. GIRVAN:  The only other thing I think I heard yesterday sort of comments about this being a fluid process to some extent.  I am not sure if that's the exact word, but to the extent that the Board did rule on these, then I guess if you needed to -- you wanted to change any of them, would you come back with a subsequent application?

MR. STEVENS:  I think that would depend, Julie, on the nature of the Board's order or framework that they issued.  If it was something formal and it was directing in nature then, yes, I assume it would require a subsequent application for changes.

But if it was expressly fluid, then perhaps the future approach would be different.  We are simply going to have to wait and see how the Board determines to proceed with the issuance of a final or a partial framework.

MS. GIRVAN:  So you're looking for quite a bit of direction from the Board then, in terms of your framework.

MR. STEVENS:  Direction and/or confirmation, I suppose.  Confirmation may be a better word.

MS. GIRVAN:  Okay, could you please turn to CCC number 10. So just quickly here, this is about enhanced targeted energy efficiency programs, and it's a question that's sort of because we are going to be thinking about the new DSM framework.  It's still not clear to me why these could not be part of a DSM framework going forward -- and this is maybe for Sarah, I guess.

MS. VAN DER PAELT:  Hi, Julie.

MS. GIRVAN:  Hi, Sarah.

MS. VAN DER PAELT:  So when we look at the objective of the traditional DSM framework, it is really about reducing annual demand, energy conservation and reducing customers bills.  Whereas when we are looking at the IRP program, it's really about peak demand, which is a different objective than the annual demand and will take additional resources.

So as we sort of sat back and said how does DSM fit into this and what is, you know, the objective of DSM as the primary objective versus IRP, we thought that the what we call traditional broad-based DSM today currently does reduce volume.  So by default, there is an impact on peak, and it does that following the OEB direction and then looking at sort of the secondary objectives which the OEB listed in that letter on the 4th.  So reducing infrastructure is one of the secondary objectives amongst other things.  As you know, balancing participants' amounts, participants -- you know, figuring out everything according to a rate structure.

So when we looked at geo-targeted, what we recognized is we are really going after a group.  It will probably require incremental funding, it will have to be very targeted, and the driver will really be to the displacement of pipe and to the benefit of a specific group and a specific target.

So funding is not really factored into our current DSM plans.  Targeting that in lieu of balancing out participants and non-participants and rate class impacts, that's not really part of our current program and we thought it would be best to have the geo-targeted as IRPA so you could actually isolate the costs and the benefits of the tracking that you are trying to achieve there, because the objectives are different.

MS. GIRVAN:  Okay, just two follow-ups to that.  The first is -- I guess if you are targeting, but the overall cost would actually be paid by all ratepayers, correct?

MS. VAN DER PAELT:  Yes, it would.

MS. GIRVAN:  Okay.  So that's similar, similar to DSM.

MS. VAN DER PAELT:  Yeah.

MS. GIRVAN:  And the other follow-up of that is do you know of any other jurisdictions that include an enhanced targeted energy efficiency programs within the context of their DSM programs?

MS. VAN DER PAELT:  The only one I am getting familiar with is ConEd and what ConEd has proposed, and I am still sort of learning because I think they are still in their infancy in terms of what they are trying to do there.  There is just not a lot of examples right now on the gas side to draw from.

MS. GIRVAN:  All right, thanks. And just two more questions, and the first is on CCC Number 17, and this is referring to incentive structures.

And I think -- I am not sure if there was an undertaking on this or not, or you haven't gotten there yet.  But it's all about, you know, what are the different types of incentive structures.

Is there an undertaking that you were going to provide?  I think maybe it to Kent, that you are going to file a list of potential incentive structures?

MR. STEVENS:  There was a specific undertaking to Kent about Enbridge's position about what type of incentive might be appropriate and what Enbridge has considered where an IRPA is substantially less expensive than a facility option, as I recall.  That's how I recall the question.

MS. GIRVAN:  So -- but you're not seeking approval now from the Board of any potential list of incentive structures?

MR. STEVENS:  That's correct.

MS. GIRVAN:  So you would -- you would -- you would seek approval of something like that in the context of an individual application?

MR. STEVENS:  Perhaps you're -- Adam can probably speak to that.

MR. STIERS:  Yeah, I think -- I don't have the reference easily at hand, Julie, but I am pretty sure in Exhibit C, our reply evidence, we said that it may make sense for us to, if the Board wanted to go down the road of further investigating other incentive structures, we could work with a consultant and produce a report, but it's not something that can be necessarily produced on a whim very quickly, from our perspective.

MS. GIRVAN:  Okay.  Do you want the Board to rule on something, in the sense that, do you want them to say that they think it could be a potentially good idea to create some incentive structures?

MR. STIERS:  Certainly we want guidance in terms of whether or not our proposal for like treatment for like results to rate base is acceptable or not.  And if not, we fully expect that the utility should still be incented in some way and rewarded for its investments, so along with the guidance as to whether or not it accepts what we propose, in the absence of acceptance I would expect or hope that they are advising us what action to take next.

MS. GIRVAN:  Oh, okay.  Thanks.

I just have one more question.  On CCC Number 20, so this is really about -- you were, in effect, I think ordered -- or directed, I guess, directed by the Board in the context of these decisions to come forward with an IRP transition plan.  And I just -- I think at the end of this response what you're really saying is in the absence of that direction from the Board you likely wouldn't be applying for approval of a separate sort of IRP framework, because you're saying in fact you do it to some extent; is that correct?  Is that -- did I take your characterization correctly?

MR. STIERS:  Yes, I think you did.  I think we list out all the various ways we feel that we contributed through non-facility means in the past couple of decades and more to reducing the need for further facilities in Ontario.

MS. GIRVAN:  Okay.  Okay.  Thank you very much.  Those are my questions.

MR. MILLAR:  Great.  Thank you, Julie.

Next up we have Roger and Energy Probe.  Roger, I have got you down for ten minutes, so why don't we get you in before the break if we could.
Examination by Dr. Higgin:

DR. HIGGIN:  Okay.  Thank you very much, Michael.  It should be fairly quick.  The ground has been plowed heavily through the day, so this is a little bit more I am asking for here.

So can we start by pulling up Exhibit I, Staff 20 and go straight to page 4 to the answers to B and C.  Thank you.  And so I would like to go from generalities and try and understand a bit more the EGI DCF approach in more detail.

Our request is for an example similar to that requested by Mr. Poch in JT2.9.  I've learned not to amend other people's undertakings, and I didn't when he asked for it, but I am going to be asking for something quite similar to JT2.9.  I will frame it for you, David, so you can then tell me if you can provide a separate undertaking or how to deal with it.  Okay?

So let's assume a hypothetical transmission project to meet an incremental hourly peak demand of 100 units, and there is potential to offset this with a demand reduction IRPA of 20 units, so we'd like to understand the DCF plus schedules, how they would be structured, that would outline the specifics that EGI would take to evaluate this project, including the pipeline baseline facility and the combined pipeline IRPA.

So these are things like the input parameters, capital costs, demand reduction, revenues, customer savings, and so basically would include lifetimes, discount rates, and other things, and the practice that would be looked at in the three stages.

So that's the request.  And I will leave it to you to respond whether you think this should be an either separate undertaking or whether you would like to try and combine it.  I don't want to hone in on David's undertaking.  We have a separate one if that's okay.

MR. STEVENS:  So just to clarify, Roger -- I was writing as quick as I could, but I didn't keep up with everything, but what I understood you to want to see is an example of the evaluation process that would be undertaken to compare a hypothetical transmission project with a demand response project that could meet the same need.

DR. HIGGIN:  No.  That's quite not what I am asking.

MR. STEVENS:  Okay.

DR. HIGGIN:  So the transmission project and then the option of an IRPA that is a partial response to meet the constraint.  That could be combined with, so it's -- in other words, it's a facilities as baseline and then adding in the option for the demand reduction IRPA of 20 units.  To keep scale in mind, I used the 100 units for the baseline and 20 for the IRPA.

MR. STEVENS:  Thank you for that.  So I am just going to play it back, and then I think what I will do is I am going to ask the witnesses about this.  But as I understand it, what you're asking is to see a hypothetical evaluation comparing a transmission project with the option where the transmission project is downsized, I will say, by 20 percent, and that extra 20 percent is met through demand response IRPA.

DR. HIGGIN:  That's correct, David.

MR. STEVENS:  And it seems to me there's a lot of assumptions in there, and I just don't know how possible or not it is for us to give you something that's useful, so maybe I will just ask Sarah and Rich to let me know whether we would be able to provide anything useful in response.

MS. VAN DER PAELT:  If I am to understand, Roger, what everyone is really trying to seek is to understand the mechanics of the model.  We are not really solving an actual project here; right?  We are taking a hypothetical project and saying, how would you run an IRPA through this and what could it look like.

So as long as we are comfortable with -- we not trying to solve the solution.  We are just saying, here is a pipeline cost, and we will pick an IRPA.  We will probably -- we could do something like that, but there will be a lot of assumptions, I think.  As I have stated, there's -- many of the IRPAs, we don't know what all the costs are, so I will probably draw on something from the energy efficiency side, as we have most of our assumptions, and that's probably the most robust and, you know, what everybody is familiar with.

So if you're comfortable that my example might be a little different and it's there to show the mechanics of how the model would work, we can do that for you.

DR. HIGGIN:  The only thing I am a little concerned about, thank you, Sarah, is the fact that energy efficiency speaks to DSM, and I am talking about hourly peak, and I am talking about an actual demand reduction IRPA.  That's quite a significant difference.

MS. VAN DER PAELT:  We will focus on the peak reduction.  Like, we will look at it from the peak perspective, because that that's really how we would be looking at the IRPA in this instance, but if you'll give me some liberty in terms of what I use to compare, I will -- I think we can get you what you're looking for.

DR. HIGGIN:  Thank you.  That would be very helpful, and so if I --


MR. SZYMANSKI:  If I could also just -- if I could also just interject.

DR. HIGGIN:  Yes.

MR. SZYMANSKI:  I just want to clarify, and maybe, if your intent here -- if there is any intent here to try and compare what the cost of that 20 percent demand reduction of, you know, pipe versus -- because that's one of the things that we won't know what the relationship is, and so I am going to qualify the results right now.  The numbers will mean nothing.


DR. HIGGIN:  Yes.


MR. SZYMANSKI:  If it's just about mechanics, you know, we could probably use Xs and Ys instead of numbers.  But I just want you to be aware the numbers will not have any type of -- come to any logical conclusion.


MR. STEVENS:  Thank you for that clarification, Rich.  I think it's useful for us to stipulate that we won't be using numbers for these examples, because the numbers simply wouldn't be representative of anything usable.


DR. HIGGIN:  No, my numbers, David, were purely to give you a feeling for a scale issue, you know, of a facility, of 100 units, and a potential IRPA of 20 units.  But that's the only number; it's a scaling kind of thing, you know --


MR. MILLAR:  Okay.  I think we have -- I think an undertaking has been given, JT2.15.  David, are you able to put that into 15 words?


MR. STEVENS:  I think to provide an illustrative example of the evaluation process that Enbridge would use to compare a hypothetical transmission project with an alternative where a demand response program is implemented that decreases the size of the transmission project by 20 percent.  

UNDERTAKING NO. JT2.15:  TO PROVIDE AN ILLUSTRATIVE EXAMPLE OF THE EVALUATION PROCESS THAT ENBRIDGE WOULD USE TO COMPARE A HYPOTHETICAL TRANSMISSION PROJECT WITH AN ALTERNATIVE WHERE A DEMAND RESPONSE PROGRAM IS IMPLEMENTED THAT DECREASES THE SIZE OF THE TRANSMISSION PROJECT BY 20 PERCENT


MR. MILLAR:  Okay, great, thank you.  Roger, do you want to continue?


DR. HIGGIN:  Yes, thank you very much, Michael.  So I had one question that I am still a bit puzzled about, how this would be dealt with in your analyses, and this related to risk.


So can you provide some more detail on how risk would be addressed potentially, say, and even in this hypothetical example for baseline pipeline and an IRPA such as would you use a risk matrix with grating factors.


If you think you want to think it through and link to the undertaking or another undertaking, that's okay.


MS. VAN DER PAELT:  I think we would have to link that, Roger.  At this point, we identified what we think the risks from a qualitative perspective and we are looking for confirmation from the Board that we do need to factor these risks in and what is appropriate.


So let us take that away and think about that.


DR. HIGGIN:  I was thinking, Sarah, about the fact that there are tools that are used for risk assessment and perhaps I am speaking to whether you might be employing some of those in this type of evaluation, so just for some context.


MS. VAN DER PAELT:  Yes, that's a good point.  We have some very robust tools that we use on our pipeline analysis and safety analysis.  We haven't actually thought about that internally as to what would be the appropriate tool, but we can certainly reflect on that and see if that makes sense.


DR. HIGGIN:  Will you add that into the same undertaking then as part of it?


MR. STEVENS:  Sarah, would that best be addressed as a separate stand-alone answer, or as part of the earlier scenario?


MS. VAN DER PAELT:  I am thinking it's a separate answer because I think we would call out, you know, what sort of tool we are thinking of and because it's -- I would have to go back and obviously check with some people, but so we do have some very robust tools around safety risks and other things, reliability risks internally and they might be appropriate.


But I would have to go back and check and if it is appropriate, it would be helpful to just show you that.


DR. HIGGIN:  That would be very helpful, Sarah.


MR. MILLAR:  Let's call that JT2.16.  And what is the undertaking?


DR. HIGGIN:  For EGI to inform us how more detail on how risks would be addressed during the evaluation of the baseline and IRPAs, such as risk tools and what tools might they use.


MR. MILLAR:  Okay, thank you.  

UNDERTAKING NO. JT2.16:  TO INFORM US HOW MORE DETAIL ON HOW RISKS WOULD BE ADDRESSED DURING THE EVALUATION OF THE BASELINE AND IRPAS, SUCH AS RISK TOOLS AND WHAT TOOLS MIGHT THEY USE.


DR. HIGGIN:  Thank you. My last question is just a little more understanding is:  Have you considered in more detail, particularly looking at down into the States, what pilots may make sense.  Could you give us some idea of the main types such as technology solutions, metering solutions, supply side solutions, et cetera.  Can you give us a bit more idea?


MS. VAN DER PAELT:  Certainly.  So in evidence, so as I think we stated that we were definitely aligned with everyone that we think we should do pilots.  We have put forward two ideas, but they are by no means sort of set in stone because we are open to, you know, what other people think we should test.


So the two ideas that we have and we've put forward right now, one is a demand response program, probably at the residential or general service level to see what that would look like because there's often comparisons and reflections on thermostat setbacks and those things.  So that is one potential.


Another one that we thought about is a potentially a low carbon solution, so Ravi might have some thoughts on that.  But I would -- we certainly plan on consulting, hence seeing what people are interested in.


So maybe, Ravi, you could talk a little bit about the low carbon that you were thinking of.


MS. SIGURDSON:  Yes.  Roger, it might help to refer you to Staff 12.  That is where we did actually put out what we were contemplating, our initial thoughts of the idea of the two pilots, and Enbridge agreed that the two pilots should be developed and were supportive of.


In terms of low carbon, if we think about natural gas heat pumps on a commercial scale, and again deciding what area we are looking at and what the constraint is, that will help determine what the appropriate IRPAs are.


And there's also electric air-source heat pumps, so there's a number that could be low carbon options.  Our thought there was to actually leverage the stakeholder day, so once we have this framework depending on what the Board decides is the framework for, or the smaller scope of the framework, and that's actually addressed in Staff 12 as well, where the question was what else do you need to know in order to proceed with these pilots, so we did lay out a few bullets on those.


So based on that, we would then have a stakeholder day where we would contemplate and bring forward what we think our IRPAs are based off our experience, and any other thoughts that others might have.


DR. HIGGIN:  Okay, thank you very much, Ravi.  Thank you, panel, those are my questions.  Michael, back to you.


MR. MILLAR:  Great, thank you so much, Roger. Why don't we take our afternoon break, after which I think CME is up next.  Scott, are you there?


MR. POLLOCK:  Yes, I'm here.


MR. MILLAR:  Great.  So let's break for 15 minutes about 3:24, maybe I will even give you to 3:25, and then we will be back on the air.

--- Recess taken at 3:08 p.m.
--- On resuming at 3:25 p.m.

MR. MILLAR:  Scott, and just for scheduling purposes, I think we had LIEN up next, because Jay has fallen asleep in Bangkok.
Examination by Mr. Pollock:


MR. POLLOCK:  Well, fair enough.  Thank you, Michael. I had some of my areas covered already, so hopefully I can bank some minutes for the team.

If we could go to Staff 24.  I wanted to follow up on what I envision as a cost-effectiveness question, but it was actually discussed yesterday.  Mr. Stiers, you had a conversation, I think, with Mr. Ladanyi about sort of risk allocation between the ratepayers and the utility.  Do you remember that conversation?

MR. STIERS:  I recall the conversation, yes.

MR. POLLOCK:  So at the time I think he gave you an example of, you know, the IRPA solution was, I think, air-source heat pumps, and they were 50 percent over budget, and whether that triggered a prudence review.  Is that somewhere in the same neighbourhood as what you recall?

MR. STIERS:  I would have to look back at the transcript to remind myself of the exact context, but why don't we go ahead.

MR. POLLOCK:  Yes, sorry, it's not super important, it's just that in some cases there seems to be an Enbridge proposal you envision there to be prudence reviews of certain spending, but I want to just to clarify that with this response.

So at response A it discusses Enbridge Gas discussing:

"The IRPA cost review would largely mimic those conducted for facility projects when such costs are added to rate base, with the exception that there would be recognition that Enbridge Gas may find it necessary to make adjustments."

And it continues.

But I guess I was wondering, is it the case that any overage from what you had projected the cost to be to what it ended up being would cause a prudence review or be open to a prudence review, or is Enbridge's position that there is some amount of slippage that you will have to make adjustments and certain overages, the overages are the cost of doing business?

MR. STIERS:  Okay.  So I think we do expect that there will be a prudence review to some extent, Scott, related to cost recovery, so we set out that we'd want to recover costs on an annual basis using the deferral account that we are seeking to establish through the proceeding, and so we would expect that there would be some form of prudence review or test as to whether or not Enbridge Gas has proceeded in a manner consistent with prior OEB approvals related to IRPA investments.  So I am not sure if that fully answers your question --


MR. POLLOCK:  Not quite, so let me see if I can try it again.  So, I mean, in my experience with the facilities side, you know, the thing that catches most people's eyes, if you said, you know, the project was going to cost $30 million and you come in and you are trying to recover $60 million, that's sort of, you know, one of those flags that we should really look at what happened here.

MR. STIERS:  Um-hmm.

MR. POLLOCK:  But I understood this response to be saying that in the IRPA context you may do adjustments sort of regularly, and there would be a difference, in Enbridge's view, as between the facility and the non-facility, because with IRPA you may have to adjust upwards 10 percent on any given project.  So I am just wondering if there's a difference there that you would want to help me with.

MR. STIERS:  Sure.  So can I take you to Staff 10?

MR. POLLOCK:  Certainly.

MR. STIERS:  I am hoping, Scott, that this helps as well.  This is some incremental context around what would we do in the instance that -- that we found a need to make significant adjustments to our investments in IRPA.

So part (b) talks about -- scroll down, Stephanie.  We say that the Board -- we propose that the Board establish a threshold for adjustments to IRPA investments of 25 percent or greater of total OEB-approved costs of each IRPA investment in order to ensure that the company and the Board are not overly burdened by the need to prepare and consider countless applications.

So what this is trying to get at -- if I skinny this down -- is where we through our proposed monitoring and reporting processes identify and subsequently report through an IRP report on an annual basis that relative to forecast certain IRPAs are bound to be significantly under-performing, we said that we may need to make adjustments to those investments.

And so we're saying, well, to the extent that those adjustments amount to 25 percent or greater of the OEB-approved costs of each of the IRPA investments, the underlying or original investments approved by the Board previously, that we would bring forward to the Board a separate proposal for approval to adjust those investments, because we'd like to ensure that the Board and parties are given the opportunity to review that proposal and that we can advance any further investments or changes required.

So does that -- does that help?  I mean, everything we discussed as well around the timing of cost recovery going forward, the underlying original IRPA approval, any subsequent IRPA approval or adjustments, all of those, together with the other ones that I talked about in more detail yesterday, are windows where there would be opportunity for feedback, and certainly at the OEB approval scenarios or timing of OEB approval to expect that the Board's also testing whether or not what we are proposing is in the best interest of ratepayers.

MR. POLLOCK:  Understood, understood.  And so with respect to this 25 percent threshold, would that go the other way?  So, you know, if you're underspending but getting the same results for less money, is that something that you would also seek to adjust investments?  You say, you know, we've collected $10 million, we only need, you know, let's say 6 million of that, we are going to adjust the investments in certain ways, or is it just when you're overspending that that goes into play?

MR. STIERS:  The way this is written to me, Scott, and the way I understand it is that this is when we are talking specifically about an overspend scenario.

MR. POLLOCK:  Understood.

MR. STIERS:  I don't think we really thought about whether it would apply identically to the other scenario.  Certainly we wouldn't be going out and spending those excess funds only to have them ripped back by the time we seek recovery, right?

MR. POLLOCK:  Yeah.

MR. STIERS:  It would be quite obvious what we've done.

MR. POLLOCK:  The only one I have for this is, is there any provision in Enbridge's proposal right now, so for instance, you know, you talked about how this is a learning process and how you may, you know, be able to do things better after the first couple of times, but let's say everyone agrees, you know, that a certain IRP is -- or IRPA is the suitable solution, you get budget for it, and there is an opportunity to reduce costs, but for one reason or another Enbridge doesn't do that, as a hypothetical, so, you know, there's money left on that table, but when you compare the actual spend at the end of the day to the plan, you're on the money, everything is the exact same, is there any provision for ratepayers to review, you know, potential ways that it could have been done better, that, you know, it could have lowered the cost even lower than what was originally approved as part of this proposal?  I'm just wondering if there's any mechanism for that or any provision for that.

MR. STIERS:  I don't believe there's any such mechanism contemplated in this proposal, no.

MR. POLLOCK:  Okay.  Thank you.  I think everything else has been covered by my colleagues, so that's it for me.  Thank you very much.

MR. MILLAR:  Great.  Thank you, Scott.  I have LIEN next up on the left for whom I have Matt Gardner, I don't see that he is on.  Is anyone from LIEN on the call?

MS. VALLANI:  Hi, this is Madiha Vallani.  I am in for LIEN.

MR. MILLAR:  Oh, Hi, Madiha.  How are you?

MS. VALLANI:  Good, hi.

MR. MILLAR:  Are you ready to go?

MS. VALLANI:  I'm ready to go, yes.

MR. MILLAR:  Okay.  Over to you.
Examination by Ms. Vallani:

MS. VALLANI:  Thank you.  Most of my questions have been answered already, so I don't anticipate in taking the full 15 minutes of my allotted time.  The first question pertains to Staff 12, and Ravi, I think you may have touched on this earlier in responding to a question from Energy Probe, and so, if so, I apologize for being a broken record, but regarding the pilot projects, can Enbridge comment at this time on what geographical areas Enbridge is contemplating for the two pilot projects and why?

MS. SIGURDSON:  So the geographic areas have not been selected at this time.  So -- and as I said earlier, we did outline in Staff 12 a couple of other viable options that we see at this time, but again, depending on the timing of this, that will help explain which of the IRPAs we are going to put forward.

But I would like to take you to Staff 12 for a second, because in there is the confirmation Enbridge Gas has not determined which technologies or the projects, nor the timeline it would pursue of IRPA pilots.

But what we do suspect is shortly after the determination of this framework or the components of the framework that we have outlined that are required in Staff 12, then we would consult as part of that stakeholder day with interested parties, and that the would help to determine what those IRPAs would be.

MR. STIERS:  Can I just add to that as well, Ravi.  At the end of the first paragraph there, we also state any IRP pilot project should be focused in an area that includes a broader diversity of customer types and complexities, so as to better test deployment -- just to give you a better sense of what we will be looking for in those areas.

MS. VALLANI:  Okay, thank you.  The next couple of questions I have pertain to Staff 9 about the stakeholder engagement.  Can Enbridge at this time comment on what channels Enbridge plans to consult specifically with low income consumers for IRP engagement?

MS. MILLS:  Hi, it's Sue here.  Can you hear me okay?

MS. VALLANI:  Yes, I can.

MS. MILLS:  Well, we will throughout component 2 and stakeholder day, there will be an opportunity for the low income representatives from LIEN and VECC, to participate in those engagements.

As well, when we go out to the community in component 3, it's open to the community members.  So where there are low income stakeholders there, perhaps I am just thinking maybe there's organizations that would be affiliated with the low income folks in that neighbourhood, they would be more than welcome to participate in that engagement effort.

And of course the customers.  If the customers want to participate directly themselves, they too are welcome.

MS. VALLANI:  Okay, thank you.

MS. VAN DER PAELT:  I'd just like to build on that.  To the extent we are in targeted area, we would be consulting with the municipality.  So social housing would be part of that consultation as well.

MS. MILLS:  Yes.

MS. VALLANI:  Okay, thank you.  And will engagement with stakeholders about IRP happen currently with engagements about DSM programming, and specifically low income DSM programming?

MS. VAN DER PAELT:  So as I stated in the evidence, the broad-based DSM programming, like one of the secondary objectives could be to reduce a peak need since it was identified in our letter, but it's not the primary objective.

So our program is we would continue to consult LIEN and other groups on our design, and as we do today.  So that would be on all of our DSM programming and to the extent it's a broad-based DSM program, absolutely it would be the same involvement.

When we get into the geo-targeted, that's where Sue was referring to a separate area.  We would be engaging with the community in the area and the people in that area, as well as associations and others that I think we have got listed here who are interested in participating in those sessions.

But I do anticipate that any enhanced energy efficiency targeted programs would look very similar to the existing DSM programs, perhaps with more incentives, perhaps with some other type of measurement around them.  So LIEN would be active in terms of the involvement with the DSM development.

MS. VALLANI:  Okay, great, thank you.  That's all for me.

MR. MILLAR:  Great, thank you very much.  I think we have OSEA next.  Is that you, Travis?

MR. LUSNEY:  Yes, that's me.  Can you hear me fine?

MR. MILLAR:  I can.

MR. LUSNEY:  Hopefully, I don't have music playing from my youngest daughter today, but we will see.

Thanks again to the witness panel and Enbridge for taking the time.  A lot of the questions I've had have been answered well, but I'll work through.

So I am going to start with OSEA 5 on AMI infrastructure and ultrasonic meters.  So I think first off, OSEA supports and very much understands why having better visibility into the system, especially when it relates to peak demand reduction and peak demand design day changes is needed.

My understanding from the evidence and responses is that ultrasonic meters aren't approved by Measurement Canada.  And even after approval, Enbridge themselves are going to have to take review and make sure it fits within your own safety process procedures.

I think the first kind of key question is are there other metering types that are deployable today and approved by Measurement Canada that Enbridge has that could be used in the Enbridge system.  And I will be more exact after that answer in terms of where it could be used.

MS. SIGURDSON:  So other than the ultrasonic one that's under review with Measurement Canada, we are not aware of other alternatives to that.

MR. LUSNEY:  Okay.  Okay, great thanks Ravi.  I think the second one, there was a question I believe yesterday from Tom at Energy Probe asking about deploying AMI-enabled meters at all customer sites.

And I just wanted to clarify whether -- and I believe the answer was Enbridge really doesn't have a plan on how they are going to roll out.  But I would assume, given the planning process and what is being discussed in terms of constraints, that you are not going to start AMI at end customers, especially residential end customers, but rather at -- I will call it critical nodes throughout the system to start to have better visibility layer by layer down, to help you both identify where IRPAs might be able to be used more accurately and/or measurement and verification on a grouping.

Would it be fair on those lines, or am I getting ahead of myself?

MS. SIGURDSON:  I'd say for purpose of this proposal we have, you know, introduced AMI and you can see it from other parties, the support for the benefits of AMI.  And then we are actually looking to put that as part of our 2024 rebasing, so we put together a team to look more closely at AMI.

So any further detailed analysis in terms of cost benefits usages and that type of thing, that will be -- that's underway at this point.

MR. LUSNEY:  Okay, and I think the main one is that the earlier that the data's collected, the better it can provide insight for planning activities.

For OSEA 6, the response Enbridge -- you're in contact with program managers in key jurisdictions about DR programs.  Does Enbridge intend to report back in any way formally on the check-ins on DR program, you know, progress, readiness, lessons learned in any formal way?

MS. VAN DER PAELT:  I would say that was not our plan, Travis.  But if we do go forward with a DR pilot, we would bring forward some of those lessons to think about how do we build off of that and what do we do so we don't duplicate problems, and we build on the positives.

MR. LUSNEY:  Okay.  And this would be -- call it support for a DR pilot program?

MS. VAN DER PAELT:  Yeah, it would be to help inform how you -- what would be an appropriate way of developing it.  I think we'd also be looking for input from interested parties to help us understand what's the best way that they see of moving this forward.

MR. LUSNEY:  Okay, that's helpful, thank you.  In the additional evidence -- and this is related to OSEA 8 which I recognized after review was not a well-written preamble and questions, so apologies there.

One of the things in paragraph 58 of the additional evidence, Enbridge states, you know, contract rate customers have had the option of firm contracts and interruptible contracts for decades.  In fact, Enbridge commercial and industrial customers have been moving away from industrial rates for their natural gas as they value certainty of supply over cost reductions.

And part of the question was related to -- there are surveys to indicate or engagement with the customers indicate that is the reason why they are moving to firm rates, and I will kind of give a little bit of a background on this.

When you have an interruptible rate, you have a compensation framework, requirements for what you are supposed to do to meet your interruptible rate requirements of which those are firm and that's kind of a one-size, for lack of a better term, fits all.  And then the value of those requirements to the customer to be interruptible has a price rate.  All that fits within one box, so to make the statement that customers value certainty of supply over cost reductions assumes that the value of avoided cost is fixed and doesn't change for different areas of the system at different times within the system growing.

Would that be fair in terms of what -- like as a representation of interruptible rates?

MS. VAN DER PAELT:  So the interruptible rates would be -- there is a bit of negotiation in our rate sheets if you look at it, but it's a fairly narrow band.  So I would say it is a -- what we call postage stamp rate-making principles.  It is different zones; we have the north zone, we have the legacy Union and the legacy Enbridge zone.

MR. LUSNEY:  Yes.

MS. VAN DER PAELT:  But it is a standardized rate design in terms of how our rates are designed.

MR. LUSNEY:  Okay.  So would it be fair to say that if that -- while you have a negotiation again on the historic three zones, but if you were going forward and looking at a DR program or an IRPA, as you look at it from a comparison to a baseline facility, that the potential costs that you would pay for -- and I will call it interruptible rate, but I think it's more better referred to as kind of a demand response type of program, where you are saying, I will let the price float up into the point where I would no longer pay further because I am just going to spend money on the baseline facility, and that's kind of, I will call it a vertical in terms of price, and that there may be a potential, depending on what the constraint in the system that's identified, that you could customize the compensation framework in that rate design in one way or in a program through DR to match the constraint that you're seeing in the system, whether it's by location, customer type, and how they do it.

So in other words, it's -- I am just questioning the ability to say, well, interruptible rates aren't working, customers want firm energy, but there's no -- that might just be because what's on offer just doesn't make sense, and therefore they are going to default to firm to make it work.

MS. VAN DER PAELT:  Okay.  So I will provide two comments to you, Travis.  So first of all, what you are talking about is really a rate design principles, and it fits into a bigger schematic in terms of how do all our rates fit together, and rate design is really out of scope for this proceeding, but as part of our rebasing I know the rates group is looking at all of our rates and services and determining what is the best rate design, because we have all sorts of, you know, harmonization issues as well, as you can imagine, to try and bring that together.

So interruptible rates are on the radar of Enbridge as we look forward for our rebasing.  But rate design specifically isn't on the radar for this.

The industrial customers, in this case, what we saw was we saw significant decontracting of what was a legacy M5 rate moving to an M4 rate.  And I would say one of the primary issues was as we have moved into cleaning the environment and lower carbon fuels their backup fuel supply was no longer available or the prices were going much higher.  So they did not have an alternative that was cost-effective for them to run.

So most of these customers would have purchased interruptible rate -- an interruptible service for part of their load, with the understanding that they would move to an alternate end run, some ultimate type of energy source during that time period, and the alternates became more limited and more costly.

MR. LUSNEY:  Okay.  But -- that all makes sense, and I guess, to be clarifying, I am not trying to discuss necessarily rate design, just more if when you're getting into the process of developing IRPAs, that you would have a baseline facility cost, which I referred to yesterday as, you know, another way to look at it is a regulated backstop solution, that at the end of the day that's something you know, and you know it can meet the constraint, and it has a cost that -- you are more confident.  It has a lower risk to build.

Avoiding spending that cost, any solution that is viable, therefore meets all the constraint, safety, reliability needs, and is a lower cost, would be something to pursue, and therefore that avoided cost is -- provides some flexibility to either approach customers yourself as Enbridge or have third parties that might have gathered customers that are willing to interrupt demand for the right price, and that price being cheaper than the baseline facility cost going forward.

MS. VAN DER PAELT:  Yes, so we haven't contemplated anything like that in the spring --


MR. LUSNEY:  Okay.

MS. VAN DER PAELT:  -- and I do think it would be part of that bigger rate design look, in terms of how we want to -- I think it's time of use on the electric side, and I think it's sort of the peak day avoidance that the industrials use and the third parties who deliver those types of programs.  I think that's really where you're sort of heading, is some type of market-based mechanism, and, yeah, that is out of scope for the purposes of this discussion.

MR. LUSNEY:  But you would -- and I believe we talked about this yesterday -- you would -- the delivery of IRPAs is not solely in Enbridge's court, that you would engage with third-party commercial entities to deliver it if possible.

MS. VAN DER PAELT:  Absolutely.

MR. LUSNEY:  Okay.

MS. VAN DER PAELT:  And I think in that case what we would see is the customer would change their contract with us realistically, is what might happen.

MR. LUSNEY:  Yeah, okay.  And that makes sense.

The last one, which is OSEA 10, is actually VECC 9, and I asked this yesterday, but I kind of want to revisit it with this panel, so to talk about when comparing IRPAs to use -- sorry, it's VECC 9.  And so in the response you are using the traditional timeline or time horizon of traditional infrastructure, which is 40 years.

So I would like to first start with, the IRP process looks at a ten-year forecast of demand, which is updated annually, and using that you define constraints in the system of which you have to take action to meet your customer obligations, and then that develops a baseline facility, again, the low risk, low, well-known solution, and you look at IRPAs, which we will call, you know, new kids on the street type of stuff.  And -- but you want to compare in terms of prices the longevity of these new solutions against the longevity or the accounting life, for lack of a better term, of traditional pipes solution, which might be 40 years, and therefore you count it twice.

So there's a few, I think, issues with pushing everything into the 40 years.  One is, the baseline facility solution expected to be fully utilized when it is installed, or is it utilized over a period of time, and does that period of time extend beyond the ten-year demand forecast that was used to determine the constraints?

MS. VAN DER PAELT:  You have to play that back, Travis, because it's getting late in the day, and I'm just trying -- so what you are asking is when we plan a pipe, so when we build facilities in the traditional manner, although our outlook is ten years, our belief is that it's going to be used and useful for the 40.

MR. LUSNEY:  Yeah.

MS. VAN DER PAELT:  And we believe it will be -- is it entirely at capacity from year one, or do we have some room for growth in that pipe?  Is that the question?

MR. LUSNEY:  Yes, yes.

MS. VAN DER PAELT:  Okay.  So Hilary, I don't know if you want to take that one, or do you want me to?

MR. SZYMANSKI:  I might be able to add to that, Sarah.

MS. VAN DER PAELT:  Okay.

MR. SZYMANSKI:  So under the current EBO 134 economic valuation we do assume a revenue stream for the full 40 years.

MR. LUSNEY:  Okay.  And do you view it as being -- I think Sarah put it in better words than me -- to be fully utilized the whole time?

MR. SZYMANSKI:  Yes.

MR. LUSNEY:  Okay.  And is that utilized within the ten-year demand forecast that would be used in the IRP, or is it a longer lookout demand expectation?

MR. SZYMANSKI:  Well, so each infrastructure would be unique, but the revenue growth would take different amounts of years.  I would say that typically -- it's not a hard and fast rule, but typically by time you get to year ten the pipeline would have -- the reinforcement will have become fully utilized.

MR. LUSNEY:  Okay.  Okay.  So to come at in a similar vein but on a different path in terms of the comparing, let's say an asset that can last 20 years and a traditional  pipeline of 40, and we have been talking about ground-source heat pumps as an example.  How does Enbridge expect to be able to have a view on the replacement costs of the technology that might be evolving quickly in a 20-year replacement?  So to go to 40 years you have to have some sort of view of what a replacement cost might be and what that -- what that would be to reinstall and then rerun it to meet the whole 40-year asset.

I may be missing, but that's kind of where I believe Enbridge is going.

MS. VAN DER PAELT:  Yeah, yeah, so again, just to play it back, what are you using at the end of the 20-year life of your costs for that asset in terms of your assumptions.  So I would say to date we have been keeping it very simple and assuming that, you know, it's inflation or there's going to be some type of inflationary growth.  We haven't done anything really robust in terms of saying it's going to double or it's going to go lower.  It's just assuming that you are going to have to replace it with some type of inflationary increase, because recognizing somebody may not even replace it with the same asset, right?  Like --


MR. LUSNEY:  Yes.

MS. VAN DER PAELT:  -- you might take -- right?  There might be a whole new -- we might have hover things by then, who knows, but from a technology perspective -- but that's the assumptions we have used to date, is really that there's some inflationary costs in terms of over that span, and then we have just increased the cost of whatever that incentive was and the cost of the install.

MR. LUSNEY:  Okay.  And one other one that I know -- it's an undertaking from the previous days -- was trying to understand how much demand forecast, for lack of a better term, error occurs in the ten year when you get further out.  And Enbridge, through the evidence, says the further out you look, the more uncertain it is.


It's just -- I guess there's a -- what seems to be missing in terms of the process is a recognition that, you know, a solution might not solve your issue for 40 years, but if it can push off that need cost-effectively for five and give you more time to have certainty that the longer-term ratepayer committed investment is required, should be given some sort of value in that evaluation.  And our thought process in my head in this is that you aren't comparing on a cost to cost over 40 years.  You can even use the baseline facility and say what is my amortized cost on a year by year basis, and as long as I can get a delay cost effectively for below that, I should pursue it even if it only lasts three years because it's avoiding having to add costs to ratepayers for those three years and I get better certainty on where the future is.

MR. STIERS:  Just an additional thought for you there in that line of thinking, Travis, is that same timeline we were talking about earlier around needing three to five years -- or I think the number that came out was approximately four years to get an LTC approved.

So we can't quite let it go all the way to that drop zero date, right.  If we can't let the system constraints be realized or come close to it being realized, otherwise we've put our customers at risk of outages.

MR. LUSNEY:  But you could -- I completely agree with that.  I mean, the time it takes to get approval, procure, construct, commission, has to be recognized.  I think the main one is there a way to discount that avoided cost for the lead time for IRPAs to say, well, if I can install an IRPA today for avoided cost of 20, 25, 30 percent less than my baseline facility five years from now, that's a value.  And I struggle to see in what's been responded in the evidence if that value is fully captured in the process.

MR. STIERS:  I am not sure that it necessarily is.

MS. VAN DER PAELT:  Yes.

MR. STIERS:  We certainly signal when it comes to bridging solutions, and a bridging solution by any other name in a way, that those fit within our description of IRPAs.  And so, yeah, we may need to evaluate some of these factors that you are calling out going forward.

MR. LUSNEY:  Okay.

MR. STIERS:  Unless others on the panel feel differently.

MS. VAN DER PAELT:  No, I would agree, Adam, that's not captured.  We didn't look at it as like for like for the facilities similar to how we date the rate case -- the rate base.

MR. LUSNEY:  Okay.  I am going to leave the last one because it was answered yesterday.  So I think that's good for me.  Thank you very much.

MR. MILLAR:  Thank you, Travis.  Mr. Brophy, are you there?

MR. BROPHY:  I am here.

MR. MILLAR:  Over to you.
Examination by Mr. Brophy:


MR. BROPHY:  Great.  Michael Brophy on behalf of Pollution Probe.  I would like to say hello to the panel. It's great to see everyone's looking healthy, that's the most important thing these days.

I am going to jump right into my questions.  Things were breaking up a little with Travis, so if that's affecting, then I will turn off the video or maybe I will just do that proactively.  But just to follow-up on a point that he was making that I hadn't thought about until he mentioned it is the time value of an option.  If you can delay a decision and move it even by a few years, is it worth more than just, you know, the few years of capital costs or that time value of money.  But, you know, it's interesting enough the proceeding where IRP initially kind of started, the Dawn-Parkway one.  I can't remember the length of that, it went six months, a year, and just even in that period of time, things changed with ended up with the pipeline being kind of -- well, it was withdrawn, and we don't know if it will come back.  But if it doesn't come back, it basically saved over $200 million.

So there are some other benefits I hadn't thought of, so it's something maybe to think about. I don't want to spend too much time on that right now, because it wasn't in our line but it came to mind when Travis mentioned it.

MR. STIERS:  Just a quick comment on that.  I think that it's an interesting callout and certainly not rehashing the withdrawn project at this point.  But I would just point out that the demands underpinning that project didn't disappear.  The demands are still real and it was being driven by in-franchise load.  But I will let us move on.

MR. BROPHY:  Okay, great, thank you.  So my first question is in relation to Staff 1, so just while you pull it up, I'll reference that the question was does Enbridge Gas's original proposal that IRP would be limited to facility expansion/reinforcement projects, and then the response was Enbridge Gas expects that based on blah, blah, blah, that the nature of the majority of system constraints would be classified as reinforcement.

So when I viewed that, I thought it kind of didn't answer the question.  My understanding is that it was really asking is it just expansion/reinforcements or not, and basically, based on the answer, I know the majority might be reinforcement, but it wasn't limited.

So I guess the question is:  Is it fair to say that Enbridge is not proposing that the OEB limit IRP or IRPAs to only expansion or reinforcement?  It's kind of a yes-or-no question.

MR. STIERS:  I don't think we are contemplating a strict restriction there.

MR. BROPHY:  Okay, yeah, I just wanted to make sure.  I thought I knew the answer.  I just wanted to double-check that.

Okay, and the next question is related to the IRP proposal that links to that.  If the OEB were to look at Enbridge's IRP proposal that was filed in the Dawn-Parkway project, but it was brought forward into this proceeding, and look at that on its own without referring to the other evidence and then, you know, there's even been some updates in the technical conference about changes in understanding our approach.  Would that IRP proposal by itself still currently represent Enbridge's position, or has it changed?

MR. STEVENS:  Sorry, just to clarify, Mike, are you asking whether Enbridge's original filing represents its current position?

MR. BROPHY:  Yes, that was much better put than my question.

MR. STIERS:  No, I think, Mike, it's fair to say that as set out I believe also within the response at Staff 1, we have called out that our definition of natural gas and air go our [inaudible] natural gas or our natural gas IRP as evolved to reflect the learnings that we've had from other jurisdictions, the scope established by thhe Board for this proceeding, and then continued development thinking of IRP in-house at Enbridge Gas.

You will recall that the original ICF IRP study was completed, I believe, in May of 2018 and it did form the base for much of our thinking in that original study.  But a lot of time passed between then and when the rubber hit the road with this proceeding in 2020 and through into kind of the tail end to Q3-Q4 of 2020.

So we certainly have evolved our thinking in general since the original proposal in November of 2019, and our thinking reflects, like I said, our own evolution internally thinking through these things.  The updated jurisdictional review completed by ICF for us that was attached to Exhibit B of our evidence, as well, you know, being informed through this process by expert evidence of OEB Staff and GEC, ED, we expect that going forward everything -- rather the IRP proposal we put forward will continue to evolve.  This process is going to be one of continuous improvement and iterative in nature.

MR. BROPHY:  No, that's great, thank you.  Thank you for that response.

Okay.  The next question refers to -- I think you were in a discussion this morning about some projects where Enbridge has endeavoured to include DSM, IRP considerations into project analysis in the spirit of meeting, you know, OEB requirements or what they have been nudging to do.

So one project that we spoke a little bit about yesterday and came up again this morning was the London line replacement project.  And for that project Enbridge did do DSM and, you know, targeted DSM analysis on there, but only included two years of benefits instead of, you know, what would normally be included for DSM, which is, you know, closer to, say, 20 years.  It's based on the measure lives of what go in.

So I just -- you know, I wanted to just get a confirmation that in accordance with OEB DSM framework that the full set of DSM benefits should be used when comparing IRP options in the future that, you know, probably the two years -- I think actually Enbridge had clarified in the London line that that wasn't quite, you know, proper, it was a quick analysis, but that they would use that full range of DSM benefits in the future.

I just wanted to get clarification that Enbridge is willing to do that.

MS. VAN DER PAELT:  So for the DSM IRPs that we are proposing here, we would be using the full suite of the DSM benefits, so as you're familiar with, Mike, I wasn't necessarily part of the London line.  I think there were reasons why they announced this was done the way it was done, but our intent here is to use the lifespan, like we would plan, so it would be consistent with our DSM framework.

MR. BROPHY:  Exactly.  Thank you for that.  And, yeah, I understand, you know, as IRP matures and we talked yesterday -- I am not sure if everybody was on that or listening, but about some of the, you know, the hand-offs as things go through certain processes, so I was assuming maybe it had been calculated by a group other than DSM maybe or something, but it's water under the bridge, and I know Enbridge is looking to improve those calcs.

Okay.  I'll just go on to my next question.  Okay.  So my next question relates to a discussion you were having with Mr. Elson this morning, and I am not going to rehash the whole thing, but it was regarding where DSM or avoided commodity costs come into the test stages, and I recall that you indicated that, you know, stage 1 focuses only on proposed gas project and not include DSM or other considerations like avoided gas costs.  Do I have that right?

MS. VAN DER PAELT:  That's correct.  The IRPA costs associated with the DSM -- the commodity costs associated with the DSM IRPA would be customer savings, and that would be in stage 2.

MR. BROPHY:  Okay.  Great, yeah, okay.  So I have that right.  So I also believe it was mentioned this morning that if the OEB wanted consideration of things like DSM or other, you know, IRP elements like avoided costs earlier in the process, like stage 1, it could make that change, and Enbridge would then comply with that change; is that -- does that sound correct?

MS. VAN DER PAELT:  Yeah, if the Board sees a reason to change stage 1, we would obviously pay attention to that.

MR. BROPHY:  Okay.  So I guess where that was leading me to is, so in order to have an effective IRP framework that equally considers the non-pipe option as the same time as the pipe options, which generally you start in kind 
of -- right at the beginning in stage 1, it appears that using the current EBO 188, or I guess it's EBO 134 even more, would not achieve that by itself today.  


And I do apologize, I had to leave for about an hour just right before lunch, and when I came back people were talking about an adjusted test that must have happened in that hour, so it sounds like there was some acknowledgement that those requirements wouldn't quite meet it, there would have to be some adjustment there; does that sound correct?

MS. VAN DER PAELT:  I think what was happening there is, so the -- we are looking at this DCF plus model, right, to examine our IRPAs, Mike?

MR. BROPHY:  Yes.

MS. VAN DER PAELT:  And it has three stages to it, but we would run all three stages.  We wouldn't stop at one stage.  So stage 1 does look a lot like the current sort of stage of an EBO 134 or 188, it's very consistent, and that's why we think the commodity costs were more appropriately in stage 2, because they are a customer, but we would run all three stages, we would show all three stages, and we would add them together, so that's where the discussion was around, well, we see it all together, and our main piece is that we want to have transparency around which costs are there and how they all stack up, so, sorry, I keep looking at my computer screen.  I should be looking at my camera here.

So that's really what we were talking about there.  Maybe that helps with your question.

MR. BROPHY:  Yeah, no, that's very helpful, so it's integrated, it's not okay, we are going to do, you know, stage 1 and then halt and then stage 2, because that --


MS. VAN DER PAELT:  That's right, that's right.  All three stages are done as part of -- and the three stages together form the DCF plus test.

MR. BROPHY:  Okay.  Great, thank you for that.

So if the current EBO 188 and EBO 134, you know, needed to be adjusted in order to meet, you know, where the Board heads on an IRP framework, do you think it would be better just to update the EBO 188 and EBO 134 requirements, or do you think it would be better to just set out a new set of requirements that integrates it all together in one spot?

MR. STIERS:  I think what we have proposed is the first of those, Mike.

MR. BROPHY:  Okay.  So just make adjustments to those rather than replace them?  Okay.  Okay.  Great, thank you.

I will move on --


MR. STIERS:  I will just clarify that a little bit, so whether that's actually modifying the existing guidelines or creating some sort of bolt-on for the purposes of IRP, we are not -- we haven't been so explicit.  What we are trying to do is kind of put forward to the Board a means by which it could go down potentially either of those paths, the bolt-on component being the one that is probably most akin to what was articulated in Exhibit C.

MR. BROPHY:  Yeah, and that's exactly kind of what we were thinking, is that, you know, there's already some things that have been identified in the proceeding that don't fit all that well into the current 188 or 134.  There'd probably be some other ones in the framework that, you know, are ancillary or additional, and so, you know, do you put it in the framework and refer back to those or, you know -- but your term "bolt-on" I think is universal and can be dealt with in the right way that the Board sees fit.

Okay.  So the next question relates to some of the alternatives that you were discussing this morning.  So Enbridge had indicated that it's interested in implementing IRP alternatives that may be better for customers than pipe alternatives.  If it comes out that, you know, whether it's -- I think some examples this morning were electric heat pumps, and geothermal might have been in there, and some other things, and that you would want to then proceed with those alternatives, and you walk through your process for that.

So my question is really around consultation and kind of, you know, dealing with the stakeholders that deal with those things.  So have you had an opportunity to consult with industry associations or related stakeholders that could be impacted if you ended up getting approval to start dealing with some of those directly or indirectly through IRP?  I can give some examples, like, you know, the industry associations or the players; right?

MS. SIGURDSON:  I can start, and if others want to jump in.  So the low carbon tech, I think it helps to sort of frame our minds to what we have put into Exhibit B, so for example natural gas air-source heat pumps or demand response.  For those types of technologies I would say it's a mix because, you know, where -- I can speak directly to natural gas air-source heat pumps, for example.  You know, we have had some studies that we've -- on the commercial side, so those manufacturers, there's only a few of them, they would be aware of the support that Enbridge is providing to develop that type of technology, but further to that there isn't a delivery agent for that.  So I am not sure if you are speaking to a specific area other than the technology advancement.

MR. BROPHY:  Yes.  So there may be players specific to certain technologies, and stakeholders and players that cross them.  So if you use an HRAI as an example, right, they have members that go out and install equipment, you know, it could be heat pumps, furnaces water, heaters --


MS. SIGURDSON:  Sure.

MR. BROPHY:  So that would be a stakeholder that comes to mind, or things like your geothermal or heat pump example might be, say, you know, the Ontario Geothermal Association or some of the producers there.  Have you had a chance to --


MS. SIGURDSON:  Well, initially when it came up when we included the IRPAs here, we were -- you know, they have come through a variety of different -- I will call it stakeholdering.

I think in one of the IRs, we referred to conversations at the municipality level, you Know, the Canadian Gas Association -- there's a number of different associations where the IRPAs would have been driven up through.

MR. BROPHY:  Okay, so did somebody say something?

MS. VAN DER PAELT:  I am just going to add I think in the context of IRPAs specifically we haven't talked to them.  But did we talk to the Geothermal Association before we put forward our geothermal plans a few years back?  Absolutely, and I think that's in that falling right and is HRAI aware of the changes in fairnesses and the fact we need to introduce new technologies, absolutely.

But it hasn't been this in the context of an IRPA per se, but we have definitely talked to them about --


MR. STIERS:  One thing we are waiting for, Mike, is guidance from the Board as to what of these technologies are going to be allowed before we progress too far down those roads, and what the rest of the parameters established by the Board for the framework actually are for these.  It's difficult to have meaningful conversations in the absence of that guidance.

MR. BROPHY:  Okay, thank you, that's helpful.  And I know there was some discussion about consultation and who is included, and it seemed very broad as far as what your outreach is going to be.

One of the -- we obviously, you know, get contacted by a lot of different stakeholders, and even in this proceeding have tried to break down barriers from various ones.  So one of the ones we hear a lot from are municipalities, which you identified before.

So I was just going to ask if you were able to add to your list Clean Air Partnership for consultation in anything related to IRP, because they deal with a lot of municipalities and coordinate that.  So that might help to make sure that, you know, that they can engage the right contacts and participate in that.  I can certainly send you the contact info separate, if you're agreeable to that.

MS. MILLS:  Hi, Mike.  Our consultation will be open.  If the Clean Air Partnership wishes to participate, they are more than welcome to do so.  There's a component 3 that's open to the public and for a geo-targeted area, and they are absolutely welcome to participate if they so choose.

MR. BROPHY:  Yes, and that's -- I can appreciate that, thank you for the answer.  But one of the challenges that, you know, we are hearing directly from municipalities is that they don't have the capacity to, you know, track these open consultations and they often miss them.  So, you know, having just like an open call saying anybody can come, but it's not kind of a targeted channel, you know, of certain organizations like Clean Air Partnership which know the right people in those municipalities that can then make sure it's on their radar and they actually attend.  They are struggling with that so, you know, it's a challenge that just an open session is going to attract, you know, the right attention or even make it on the radar of the right people is the challenge that we are in.

MS. MILLS:  For sure.  And I hear what you are saying, Mike.  Recently, or fairly recently under Sarah Van Der Paelt's group, there is a new department within Enbridge that looks specifically to engage with municipalities in their community energy planning processes.  So there are channels for us to reach out to municipalities.  We also have a municipal engagement group who is very regularly in contact with municipalities.  So, you know, there's a lot of opportunities there for us, and we just really need to start to harness those opportunities.

So as in component 1, we do a lot of stakeholdering already and we just need to make sure that the IRP process and those IRPAs that we are bringing forward to geographically specific areas, that we are making sure that everyone who touches a municipality or has discussions is aware of it, so that we can inform as many people as we can.

Sarah, I don't know if you want to talk a little bit about what your new group does.

MS. VAN DER PAELT:  I think you have done a good job in terms of that.  But we are targeting everybody, Mike.  We are trying to make sure as many people as possible are aware and through many channels.  So as we work through the stakeholdering process and what that looks like, it will be an open and inclusive process.

MR. BROPHY:  We are certainly happy to work with you off-line as well, and not take time here on that.  But I don't know if there is a spot or location when we get those questions including Clean Air Partnership and other groups.  Is there a website or anything where I could just say okay, if you watch this, then you won't miss it?  Is there anything I can point them to?

MS. MILLS:  At this point, Mike, there isn't.  But I think it's fair to say that our stakeholdering is going to be evolving as we move forward.  We really just want to get a proposal out there so we can start doing this work.

Will there be a website perhaps in the future?  I can't say for sure, but, you know, that's -- you know there are many channels and we will try to reach out to as many people as we can.

MR. BROPHY:  Okay, great.  That's all I had, thank you very much.

MR. MILLAR:  Thank you, Mr. Brophy.  Shelley, are you there?

MS. GRICE:  I am here.

MR. MILLAR:  Over to you.
Examination by Ms. Grice:


MS. GRICE:  Okay, thank you.  Good afternoon.  It's Shelley Grice representing VECC.  Like others, most of my questions have been asked, so I just have a couple left.  So can we start off with VECC Number 1, please?

So in this interrogatory, VECC asked for Enbridge to specify the existing public policy that Enbridge is most focussed in considering its IRPAs.

You had a discussion with Mr. Shepherd yesterday that there's been a lot of significant change in policy in the last five years.  And in response to this interrogatory, you listed the policies that are currently in place that you will be considering, and they're listed here; the Greenhouse Gas Pollution Pricing Act, final guidelines for potential projects, and Enbridge's indigenous people's policy.

So I just wanted to probe a little bit into those policy documents.  Are you aware at this point in time if there is anything at this point in time if there's anything in those documents that's in direct conflict, or challenges your proposed IRP plan?  Is there anything there that you've seen?

MR. STIERS:  I can answer that I am not aware of anything that's directly in conflict there.

MS. GRICE:  Okay, thank you.  Is there anything that's specifically written that is directly supportive of IRPs in that simple a direct link.  Are they mentioned, is there anything like that in those documents that support your proposal?

MR. STIERS:  Again, I am not an expert in each and every one of these pieces of legislation.  But there are none that I am aware of, Shelley.

MS. GRICE:  Okay, great, thank you.  Next question is Staff 26 and in this interrogatory, Staff asked in part (c) if there were any outcomes or metrics that Enbridge believed should be used to measure the progress of its IRP plans.  And in the response in part (a) -- sorry, in part (c), you indicate that Enbridge Gas has not proposed any metrics for IRP planning.  The company's request is to implement the optimal solution for its customers based on the screening criteria and the economic evaluation proposed.  And therefore, metrics are not required.

So with respect to traditional infrastructure projects, do you have any metrics that you use with respect to planning for those projects?

MR. STIERS:  Can you be more specific, Shelley?

MS. GRICE:  Well, I am just trying -- you know, I don't know what you have, but I was just thinking if you had any metrics around, like, assessing data, planning projects, anything related to time lines, any way that you measure your productivity or your performance in planning for traditional infrastructure projects?

I guess what I was wondering is if there would be anything that would be applicable to IRP, if they are going to be compared, you know, on the same basis.

MR. STEVENS:  Sorry, Shelley, this is David Stevens speaking.  Are you speaking about OEB performance metrics or reporting requirements?

MS. GRICE:  No, I am just thinking internally when you're -- when you're, you know, developing your asset management plan and then you are actually implementing 
or -- and then you're planning out around your traditional infrastructure projects, just if you have any internal metrics that you use to guide that work?  I am not suggesting you have to have them.  I am just wondering if you did have any.

Like, if the Board came to you and said you need to have metrics around your IRP planning, would you have to start from scratch, or do you have some planning metrics that you use now for traditional infrastructure projects?

MR. STEVENS:  Judging by the silence from the panel, I am thinking this is really something that the first panel would have been more able to answer, so maybe we could undertake to provide you an answer in writing.

MS. GRICE:  Okay.  That would be helpful.

MR. STEVENS:  And that's whether Enbridge has any...

MS. GRICE:  Planning metrics.

MR. STEVENS:  Internal planning metrics --


MS. GRICE:  Yes, for --


MR. STEVENS:  -- for AMP that might be applicable to IRP?

MS. GRICE:  Yes.

MR. MILLAR:  That's JT2.17. 
UNDERTAKING NO. JT2.17:  TO ADVISE WHETHER ENBRIDGE HAS ANY INTERNAL PLANNING METRICS FOR AMP THAT MIGHT BE APPLICABLE TO IRP.

MS. GRICE:  Okay.  Thank you.  And then I just had -- a lot of people have asked questions about this, but if we can go to APPrO 6, and it is just regarding the incremental costs for IRP.  And I apologize.  I am hoping I am not asking the same question as others, but you mention in part (b) that there may be substantial incremental costs associated with evaluating multiple potential IRPs, and then when you turn the page on page 2, second paragraph, you just talk about the cost of assessing, planning, implementing, and evaluating the performance of IRPAs and IRP pilot programs, that that's going to be an incremental cost that is not included in Enbridge's base rates.

And I just wanted to ask you, do you have a sense now of how significant those costs could be?  Like, and do you -- and just back to sort of metric kind of thinking, do you -- do you have percentages of planning per traditional infrastructure projects that you sort of use internally as a guideline, that if, you know, costs exceed 20 percent of the project costs, you know, that's excessive and it needs to be reviewed?  Like, are there any internal guidelines that can help with IRP so that these incremental costs are -- you know, just don't get out of hand, I guess is what I am trying to say.

MR. STIERS:  Sure, Shelley.  I can try and answer some of these questions, and if I miss the mark at all just let me know what the extent is.

But earlier in the discussion brought up Staff 22 because it deals with a breakdown of the nature of the costs that we anticipate.  In general, we expect all IRP-related costs to be incremental in their nature, and of course have broken them out within Staff 22 to show what pieces would be considered O&M.

Maybe we can bring up 22, Stephanie, if you don't mind.  So we have got the administrative costs and the ongoing operating and maintenance costs, which we expect would be O&M and be included in the company's revenue requirements, as you see there.  And then the project costs are the ones that you just listed out, the planning, implementing, administering, and so on, and we are proposing that those costs be capitalized through rate base, and in any event, all costs would be recorded in the proposed deferral accounts and come forward to clear those balances on an annual basis.

It's very early days for us at this time to try and give you an estimate of the materiality of those costs.  It is entirely dependent on what the Board establishes out of this framework.

And in the response at OSEA 1(c), we go on to explain that we're just in the midst of kicking off on exercise to integrate IRP as we propose it, at least in theory, into our planning processes.  We don't yet have a handle on how extensive these costs might be, and we also don't quite understand yet how quickly IRP might ramp up.  All of that will be dependent on the outcomes of this proceeding.  So I hope that helps.

MS. GRICE:  Okay.  So you don't have a sense of, right now, if the planning costs will be significantly more or less than doing a traditional infrastructure project?

MR. STIERS:  Well, I think the key there is they're incremental to an infrastructure project from a planning perspective in some ways, at least, because we still need to understand what the baseline facilities required could be, and we would need to start doing this planning for potential IRPAs and understanding what these potential IRPAs are.  So we do expect that they could be significant in their nature.

I think there's another reference we might have a look at in the response to GEC 6.  We explained that if our plan is to be completely adopted, and assuming that we got to a point in time where it was, you know, at full steam and fully affected, if you will, we provide a very high-level estimate that we might need up to 12 to 15 additional full-time equivalents.  Those would be people supporting the IRP team, those would be people doing the stakeholdering, those would be additional people working in our engineering department, within asset management, within transmission planning, within gas supply planning, all to integrate IRP into systems planning processes.

So it has the potential to be significant, but unfortunately today we can't give you a good estimate of exactly what it's going to cost and what that cost profile looks like over time.

MS. GRICE:  Okay, okay, that's great, thank you.

Okay.  My last question is around just with respect to the evidence that was filed by Guidehouse and Energy Future Group.  Was Enbridge staff interviewed or consulted in the preparation of either one of those reports?

MR. STIERS:  I am not aware of any such contact having been made in the preparation of those reports.  Is anybody else on the panel?

MS. MILLS:  No, I am not.

MS. SIGURDSON:  I am not either.

MS. VAN DER PAELT:  No, not to my knowledge.

MS. GRICE:  Okay.  Thank you.  That's my last question.  Thank you very much.

MR. MILLAR:  Great.  Thank you very much, Shelley.  I am going to pass it over to Mike Parkes now.  Just as a timing note, I would like love to get Lisa DeMarco at least started today and in my wildest dream finished, but let's see how we do with Mike, and then we will compare notes and see what we can meaningfully accomplish today.  So with that, over to you, Mike.
Examination by Mr. Parkes:

MR. PARKES:  Great.  Thanks very much, Mike.  Yeah --


MS. DeMARCO:  To the extent --


MR. PARKES:  Sorry, go ahead, Lisa.

MS. DeMARCO:  Actually, I'm in your hands, Michael.  I was going to be challenging and say to the extent possible I'd like to keep it together, but I'm in your hands.  Whatever works best.

MR. MILLAR:  Let's see where we are when Mike finishes.  We have a very full day tomorrow is the problem, so I don't -- I don't know if we want to sit late on a Friday.

MR. PARKES:  Yeah, I think I will be 15, 20 minutes, maybe --


MR. MILLAR:  Okay.  Let's let Mike go, and then we'll touch base.

MR. PARKES:  Okay.  Thanks.  So if we can start with I Staff 11.  My first couple questions are on the relationship between IRP and DSM.  The first question I had asked here, I was interested in what side of the line, if you had a broad-based infrastructure need, where the solution might involve a large geographic area, what side of the divide that falls on.  Is that IRP or DSM?  So from Enbridge's response there, second paragraph there, so you indicate that -- or, sorry, the third paragraph there -- that for the purposes of broad-based system constraints affecting large geographic area, traditional DSM programming may be more appropriate than IRP, IRPAs, due to it broad-based nature.

So I wasn't quite sure from that response exactly what you were suggesting in terms of how that would be brought forward and funded.  Do you mean by that that you would bring forward a proposal to address that through an IRPA, but that the type of solution might be what I will call standard DSM programs?  Or do you mean that a solution of that nature might be incorporated and funded as part of Enbridge's post-2020 DSM plan?

MS. VAN DER PAELT:  Thanks for the question, Michael.  What we thought there is that the DSM for broad-based programs would be funded out of the existing DSM budget; it would be our existing DSM programs.

MR. PARKES:  Okay.

MS. VAN DER PAELT:  And it really comes from the letter that went out in December, where it was delineated what the objective was of DSM versus -- there's a secondary objective listed by the OEB around reducing infrastructure and we have several other secondary objectives, as you're well aware.  So it's around how do we want to prioritize that against the primary objective when we are looking at our options, and how do we balance sort of the multiple things that we are trying the achieve there.

So I think that is something we think the broad-based piece could be dealt with in the DSM hearing.  And if the thought is that we want to put in you know maybe some type of monitoring metric around what does this do or how does this relate to peak, there may be a monitoring function.  But we would still keep the main goal of DSM as being reducing annual load.

MR. PARKES:  Okay, that's helpful, thanks.  So that, I guess, could potentially affect your proposal for the DSM budget as well.  Then if you saw the need or opportunity to address a broad-based system constraint, you may want additional funding to reach that?

MS. VAN DER PAELT:  We could, or it could be that we say -- what I drew on was some of the work some of the electric utilities or IESO did when they had a broad based need and they redirected or focussed their marketing of a program into a certain group.

It didn't change the program.  They didn't change the incentives.  They just acknowledged that we are going to really look at this area, or this broad area, which may mean other areas may not get as much at that point in time, but it was for sort of that betterment.

But it was broad-based and that program was available to everybody, except you put a little effort into maybe a certain target program or a target area.

MR. PARKES:  All right.

MS. VAN DER PAELT:  But our thinking there was all the metrics, all the results would all form part of that formula, the DSM incentives and the targets.

MR. PARKES:  Okay, that's helpful.

MS. THOMPSON:  If I can just add one thing?  The additional consideration from the planning perspective is that broad-based DSM does target annual consumption, as Sarah mentioned, and we would have to have a very distinct clear line of sight to impacts to peak hour or peak daily demand, which impacts facilities and, given the broad-based nature of that geographic area, how we take it into consideration today, is reflecting it in the consumption changes through our annual updates to the demand, which then shows up in the constraints which leads to the projects identified within the asset management plan.

That's the typical consideration and relationship broad based currently.

MR. PARKES:  Okay, that's helpful.  So, Sarah, your remarks kind of tie into the second part of my question, which is related to 11(c), where I kind of asked, you know, can you undertake no regret sort of DSM before you need to bring forward a specific IRPA and perhaps adjust your activities slightly to focus on areas where you think there might be longer term needs without sort of compromising the overall performance of the DSM portfolio and programs.  So you'd indicated that there might be opportunities to do so and that's probably more appropriately considered within future DSM proceedings.

I am just wondering is that an area you are planning to examine as part of the post 2020 DSM plan that Enbridge would bring forward.

MS. VAN DER PAELT:  So we would be looking at in a post-2021 plan, I guess now, is that we would be -- we'd be looking for some direction on, you know, if we want to take these activities.  As I said, we don't see it as a unique program. We just see it more as where do we put a push, an acknowledgement that that could be changing the dynamics between areas.  So it's -- and the targets are within our current structure.

The thought is that there should be a bigger push, right, to the detriment of a budget change or another market.  Those are things that we would have to address separately, because that's not our vision.  Our vision is really taking that existing program and making a concerted effort to address a need there and see how it works.  And it would be a no-regrets approach, I think, in that those results would all fall through traditional DSM.  

The challenge would be just if we decide to change the budget allocations, or we are not suggesting we, you know, ignore commercial and put all our push on the residential market, for example, or we only focus on the GTA and we ignore everybody else.  That's not the intent, but it's to try and work within that framework and see what we can do on an ongoing basis.  

And I think we are also going to have to learn a little bit from it, and that's why I think there may be some type of monitoring versus -- you know, not the target in the traditional sense on the scorecard, but a monitoring around what did the different programs actually do from a peak perspective and was it effective.  We have some learning to do, I think, here.

MR. PARKES:  Okay, that's helpful thanks.  That's all I have got on the IRP/DSM connection.

I have a couple on costs -- hopefully, quick ones on the cost effectiveness and cost benefit test side. I wanted to ask for a bit more clarification on the treatment of upstream gas supply costs, which we did consider quite a bit throughout the day.

So I am not talking about commodity costs that specific customers participating in IRP-type solutions would experience.  I am talking about impacts on gas supply costs that all Enbridge customers may potentially experience when determining between an IRPA or a facility project.

So for example, if that choice affects Enbridge's marginal supply source, or whether it impacts Enbridge's upstream transportation needs.

So I think what I took from the discussion with David Poch this morning is that Enbridge is proposing that those costs would not be accounted for in the stage 1 of the IRP cost benefit analysis, which was a surprise to me and was different from my previous understanding.  So two questions there.

The first being is that exclusion of those upstream costs consistent with what Enbridge is currently doing in its EBO 188 and 134 stage 1 tests.  And the second part of the question would be what would be the rationale for not including those costs in the proposed IRPA test.

MR. SZYMANSKI:  If I can ask that maybe we just have a quick breakout, if possible?

Okay.  Hi, Michael.  So to answer your first question whether or not the upstream transportation is included in our current EBO 134, the answer to that is, no.

MR. PARKES:  Okay.

MS. THOMPSON:  And the other part that I can add that we -- you may recall from yesterday we were talking about the overarching process that was referenced in the response to Staff 2.  And in that response we were attempting to draw the distinction between the gas supply plan, which is out of scope for IRP, but what is in scope is the tie to facilities planning.

So the reason why the gas supply plan is out is because it's not connected to -- directly connected to the constraints that are within the transmission and gas distribution system.

MR. PARKES:  Okay.  Yeah, and it still seems that by excluding those costs -- and maybe you don't have an accurate comparison of the impacts on customers of the facility and non-facility solutions, perhaps, but --


MS. VAN DER PAELT:  If I can just say, maybe just to add to Hilary, and then we'll -- if there's any more gas supply we should probably take it back to the panel, but we are trying to manage peak reductions, and our storage actually does that for us, versus our upstream transportation supplies --


MR. PARKES:  Yes, so you were saying, though, that it would be pretty limited upstream impacts.

MS. VAN DER PAELT:  Right.  It doesn't have -- and that's why it's separate.  It doesn't really have an impact like you might see in other jurisdictions because of the storage facilities.

MR. PARKES:  Okay.

MS. VAN DER PAELT:  But, I mean, that's my knowledge sort of at the beginning and end, and if it's gets more detailed than that we would have to dive back to our previous group.

MR. PARKES:  Okay.  That's helpful.  That's good to understand that.  So next question on cost-benefit analysis.  Several of the experts that filed evidence in the proceedings, so Guidehouse and Energy Futures Group, I think both suggested that more work needed to be done on benefit-cost analysis, at least for some of the newer IRP-type solutions, but we do have extensive experience with the TRC plus test and how it's used for, at least for traditional DSM solutions.

So if the Board agrees with that advice from some of those experts that more work or a separate stage is needed to kind of flesh out the benefit-cost analysis side of things, does Enbridge think it would be workable in the interim to use the TRC plus test in addition to its current DCF test in leave-to-construct proceedings as a way of showing the cost-benefit comparison between facility projects and non-facility alternatives?

MS. VAN DER PAELT:  What we have run into, so the TRC plus test certainly has given us a lot of insight, because we're well-versed in it, right, and we understand the components.  Some of the IRPAs drive different savings or a different costs than a traditional energy efficiency program, and that's where we need to have the discussion.

What we would be willing to do is to engage a third party to help us with that work to flush out those costs, similar to what ConEd has done.

MR. PARKES:  Yeah.  But what if we are talking about specifically DSM, so if we are just looking at DSM solutions -- like, presumably you could do that now, right?  You could compare on a TRC plus basis the DSM facility project?

MS. VAN DER PAELT:  The DSM solutions are well in hand.  I think it's the other IRPAs and to figure out how do we actually map that over.  That's where we are struggling with figuring all of those pieces out.

MR. PARKES:  Yeah, right.  Okay.  Thank you.  That's it on cost-effectiveness.  I had one question on sort of the categories of IRP solutions.

Enbridge has asked the Board for some specific direction as to whether certain types of solutions, in particular electric solutions, are kind of within scope and can be considered by Enbridge.

So after the OEB has kind of provided any direction or guidance as to what types of activities Enbridge can consider, I am just wondering, would Enbridge be looking at kind of putting together, I will call it a handbook of IRP technologies, that might sort of summarize what technologies it's considering, what the status of the technology is, best information on costs, relevance to Ontario, things along those lines, and then -- not on a project-specific basis, but on a more generic basis, that would then kind of form a starting point for its comparison of alternatives in specific to meet specific system needs?

MR. STIERS:  I can offer my -- I don't think anywhere in the evidence we have contemplated that or proposed that.  But to the extent that the Board directed us to do anything, we would comply.

MR. PARKES:  Okay.

MR. STIERS:  So...

MR. PARKES:  Yeah, I wasn't thinking so much in terms of explicit direction from the Board, but just as sort of a helpful starting point when you get to the point of bringing an IRPA or an LTC forward and the Board's wanting -- you need a starting point for whether Enbridge appropriately considered all alternatives, and that was just one idea that that -- something along those lines may be a helpful starting point.  Obviously there'd be modifications and differences for each specific system need, but...

MS. SIGURDSON:  We did say somewhere in evidence that we would have a menu or a list of the different IRPAs that we think would be applicable, and I think --


MR. PARKES:  Oh, okay.

MS. SIGURDSON:  -- earlier today we also said that, you know, once we do have a framework and the guidance that we are looking for, that will help narrow down what those appropriate IRPAs would be, and then we would also have a stakeholder session, so I think all of those outcomes roll into -- I think that would be reasonable.

MR. PARKES:  Okay.  Thank you.

And the last area I wanted to look at, I had a couple questions on cost recovery, reward, and risk.  So Enbridge has proposed capitalization of its IRPA project costs, at least what I will call core -- core project costs for IRPAs.

MR. STIERS:  Yes.

MR. PARKES:  So we had some discussion a few hours ago with FRPO, the question kind of being, if there was a $10 million IRPA and a $20 million facility project, was Enbridge looking to capitalize the $10 million or the $20 million.  So that exchange introduced some confusion where I thought I had clarity previously.  From Enbridge's application it looked clear to me that it was the $10 million you were looking to capitalize, but we got an undertaking on that right now, so we got some confirmation on that.  But --


MR. STIERS:  I was just going to add that, yeah, I think some of the confusion there was around whether or not we thought we deserved to earn a rate of return or a return on some of those IRPAs of that nature, and I certainly think we expect to earn a return on any IRPAs, or deserve to.

MR. PARKES:  Yeah, yeah, absolutely, yeah, that's clear. So the question is -- yeah?

MR. KITCHEN:  It is Mark Kitchen.  You are correct.  It is the 10 million that would be capitalized.

MR. PARKES:  Okay.  SO you can confirm that now then.  Okay.  Thank you.  So in that event where you are earning the same rate of return on IRPA versus a facility project but the actual quantum of costs or the quantum you'd be earning that return on is quite different or could be quite different depending on which specific IRPAs come forward, is it fair to say that Enbridge is sort of accurately indifferent from a financial perspective as to which of those two solutions it's pursuing?  And if it's not indifferent, then how does the Board sort of have the assurance that Enbridge is doing all it can to bring forward the lower-cost --


MR. STIERS:  Sorry, I guess I lost you at the tail end there, Mike, but I think you're asking, are we incented to pursue the solution, whether it be a facility or non-facility solution that's in the best interest of ratepayers, are we adequately incented to do so.

I think as long as we have like treatment per like results and we can rate base these alternatives and there's an OEB review of the alternative that we put forward as being the preferred one, and the Board supports that and ultimately agrees that it is in the best interest of the ratepayers, then I think everything's been squared.  I think we are satisfied with the rate base treatment and satisfied and the Board and ratepayers are satisfied that they are being served with the optimal alternative.

MR. PARKES:  So even if the dollar amount that you are looking to capitalize is quite different in those two, in the two projects you'd be comparing?

MR. STIERS:  Yeah, I think we'd have to look at the specific difference between those two.  But I would expect that's the whole point of this proceeding is that we ensure that we are moving forward with the project that's in the best interest of ratepayers.

We have also signalled that going forward once we have a better sense of what the individual IRPAs are, we would be amenable to working with the Board or with a consultant to provide the Board with different scenarios of how we might square any further perceived imbalance in that regard to set up a proposed -- an additional incentive structure to avoid any situations where there may be, you know, a large discrepancy between a facility, the capital associated with a facility based on facility in comparison to a lower capital cost associated with an IRPA project.

MR. PARKES:  Okay.  Another follow-up in that area, and maybe we could turn to I-Staff 22.  Yeah, if you can scroll down, I think just to the first part of the response here.  Yeah.

So here you kind of break down the different types of costs associated with IRPAs and whether those would be treated as O&M or capital.

MR. STIERS:  Yeah.

MR. PARKES:  And you indicate in the first sentence of the response there that sort of that treatment as O&M or capital would be consistent with accounting policy.  I am just wondering whether you thought the accounting policy in this area was sufficiently clear as is, or whether there would be modifications or changes needed in terms of what's sort of a core project cost, what is an ongoing O&M cost, things like that.

So just to give you one example, for example say you were doing a gas demand response program where you needed to recontract for that every year or so, what wouldn't be immediately clear to me is that a project cost would be capitalized an ongoing cost.  I don't know if the accounting guidance that is in place sort of gives you clarity already as to how those treatments should be -- or how those accounting should be treated, or whether there's something in --


MR. STIERS:  Thanks for the question.  I think to the extent that we are speaking in generalities, we were comfortable with the accounting policy.  But I think going forward in cases where we propose specific IRPAs if we felt that there was a need to be more specific, or that we needed the Board to approve a certain treatment that differed in any way, then that would probably be part of our application.

MR. PARKES:  Okay thanks. And the last -- I have got two more questions, I guess, in this area, so one being the OEB has a utility remuneration consultation that's going on, that's the whole goal of that is to identify how the remunerate utilities and make them indifferent to traditional or innovative solutions. I know Enbridge has participated in at least some of the discussions for that group.

Does Enbridge believe that this proposal, the capitalized IRP investments could proceed in advance of sort of any outcomes from that policy consultation, and do you expect there to be any specific guidance coming out of that that might impact what your proposal is within this IRP proceeding?

MR. STIERS:  No, Mike, I'm not familiar with that one at all.  I can offer it up to the panel and we can confer.

Does anybody have anything to add or any knowledge of that proceeding?

MR. STEVENS:  I wonder whether Mark Kitchen might be in the best positioned to speak to this.

MR. STIERS:  I think so.

MR. KITCHEN:  I was just turning on the camera and the mic.  I think that, Michael, our view is that our IRPA or IRP proposal could proceed independent of the DERS initiative.  The Board may take some of what we are proposing into consideration, but we don't think there's any reason to hold up our proposal.

MR. PARKES:  Okay.  Thank you.  And the last question I have, I think, so Enbridge has proposed that it doesn't necessarily need any additional performance incentives, although it's open to consideration of that.  But if the Board accepts Enbridge's proposal to capitalize IRPA project costs, then it feels that would be sort of like treatment for like results.

But that's closely tied, I am assuming, to the level of risk that Enbridge has agreed to take on, or has proposed to take on for IRPAs where most of the performance, most or all of the performance and cost risk falls on ratepayers and not on Enbridge.

So I am assuming that if the Board takes a different approach to the treatment of risk, then that would also affect what Enbridge would view as appropriate in terms of incentives or rate of return.

I am just wondering if Enbridge had given any additional thought in that area as to specifically how rate of return or incentives might need to be adjusted, if the OEB believes that Enbridge should take on some of the performance cost risk -- performance or cost risk associated with IRPAs.

MR. STIERS:  That's a good question, Mike, thank you.  I think the best response we have on the record right now dealing with the subject is EP6.  If we can go there, there's some generic statements.  I am not sure that we have gone any further than the conclusions drawn there, Mike.  But I will take you to them really quick.

If you scroll down a bit more.  I think it's the paragraph that starts "if as a result", towards the bottom.  Sorry, Stephanie it doesn't start that way.  So it's that last paragraph.

So we have given an extensive explanation as to why we think it's fair that ratepayers bear a hundred percent cost and risk associated with any investment in IRP -- or IRPAs, rather.  And Mike, you're exactly right that all of this is predicated based on the proposal that was put before the Board.

Then the sentence starting "however", if as a result of the establishment of an IRP framework for Enbridge Gas, the Board determines that it is appropriate for the company to bear increased risk associated with investments, then Enbridge Gas expects that commensurate adjustment to its allowed ROE and/or incentives for such investments would be necessary to account for that heightened risk profile.

So we certainly, you know, acknowledge that we might not get what we are asking for here, but we have not done any extensive work with regard to considering how those things would be adjusted.

In the case of incentives, we've said a few time this is afternoon and yesterday that we'd be willing to take away to work with consultants to come up with a proposal along those lines, if it would be helpful.  And with regard to ROE, I suspect the more appropriate time to deal with that would be at rebasing.

MR. PARKES:  Okay, that's helpful.  Those are all my questions, thank you very much.

MR. MILLAR:  Right, thank you, Mike.  Lisa, out of curiosity, how long do you think you have?

MS. DeMARCO:  I have three sections, the first is really of most importance and will take the longest.  The second two are shorter and are more in the way of clarification.  We had originally estimated 75 minutes, and I think we are down to 55.

MR. MILLAR:  Okay.  But you expect you will probably take all or most of that time?

MS. DeMARCO:  I will try and be as efficient as possible.  I have gone through during the break and crossed out questions that have been asked already, but I do think it will be very close, if not --


MR. MILLAR:  Okay.  You are not going to be ten minutes, in other words.

MS. DeMARCO:  No, I won't be ten minutes.

MR. MILLAR:  Okay.  David, with that -- and doubtless your witnesses have probably had enough for today -- I don't see the point in trying to finish Anwaatin today, and we will probably have to start with Lisa tomorrow morning.

MR. STEVENS:  I think we are really in the witnesses' hands, from our perspective.  I mean, it's really a question of -- it's been a very long day, and I really hesitate to speak on their behalf as to what they'd prefer.  I think in any event if we were going to try to finish, assuming that the court reporter is able to assist us with this, that we would need a short break before proceeding, but perhaps I could leave it to the witnesses, maybe, to convene in the breakout room for a moment, if you're putting the choice to us.

MR. MILLAR:  Well, you're quite right.  I want to be very respectful of the court reporter, and we really don't like to go much past 5:00.  Lisa Lamberti, I really don't like putting you on the spot, and my guess is we may not proceed in any event.  How are you feeling?

THE REPORTER:  I can say that at six o'clock I have a parent-teacher interview --


MR. MILLAR:  Okay.  I think that answers my question then.  I think --


THE REPORTER:  Of course I don't have to travel, 
but --


MR. MILLAR:  -- that's all I need to hear.

THE REPORTER:  Yeah.

MR. MILLAR:  No, no, that's all I need to hear.  We are going to stop for the day then, because we are not going to be able to squeeze Lisa in comfortably, and I don't think there's much point in getting her halfway through something.

Lisa, just to advise you, our day tomorrow is going to be very tight, so I am going to have to keep you to your time limit for tomorrow.

MS. DeMARCO:  Yeah.  I will do another paring, Michael, and I will see --


MR. MILLAR:  Okay.  That's --


MS. DeMARCO:  -- what I can cut down after I read the transcript tonight.

MR. MILLAR:  Perfect.

MS. DeMARCO:  And -- yeah.

MR. MILLAR:  Okay.  I still think we are okay.  It's just it's going to be a full day tomorrow, so I will have to be a bit of a taskmaster again.  I apologize for that.  But as you say, maybe, you know, with a bit of time to clear your head things may actually go a little faster tomorrow than they otherwise would have.

So I think with that, let's -- I think we are done.  We will go off the record for now.  Thank you very much, everyone.  It's been a very long day, I know, and we have one more long day, but actually I think we made a lot of progress today, so I am happy that we essentially kept to our revised schedule.  
--- Whereupon the hearing adjourned at 5:09 p.m.
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