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Thursday, July 13, 2023
--- On commencing at 9:30 a.m.

MR. MORAN:  My name is Patrick Moran, Presiding Commissioner.  I'm here with Deputy Chief Commissioner Emad Elsayed on my right and Commissioner Allison Duff on my left.

Enbridge Gas has filed an application to establish new rates for 2024 and an incentive-based adjustment mechanism for the following four years.  This is the first rebasing proceeding for the utility that resulted from the amalgamation of Union Gas and Enbridge Gas Distribution.

As result of the settlement discussions, the OEB  has received a proposal from the parties that sets out a partial settlement reached amongst the parties on some of the issues raised by Enbridge's application.  The panel has reviewed the proposal, the staff submission on the proposal, and Enbridge Gas's response to that submission.

At this stage the Panel wants the parties to know that, in principle,  the proposed partial settlement is generally acceptable.  We do have a few clarification questions and we will set out a process to obtain that clarification before rending a formal acceptance decision.

We thanks the parties for the work they did to settle some of the issues and to reduce the complexity of the remaining issues to be decided.

As you know,  we have adopted a phased approach to address Enbridge Gas's application.  While Phase 1 will focus on establishing rates for 2024, there are aspects of Enbridge Gas's evidence in support of its application for 2024 rates that have implications that extend beyond 2024.  As Enbridge Gas has acknowledged, the energy transition has implications for its application and we will be examining the appropriateness of Enbridge Gas's approach in the face of those implications.

This proceeding marks the first time the OEB will be examining a major rates application by a gas utility against the background of the energy transition.  We look forward to understanding the range of perspectives represented by the parties before us and receiving your submissions  on what the path forward should look like.

We are going to start off with a land acknowledgement, and I am going to call on Ms. Walter for that.
Land Acknowledgement:


MS. WALTER:  The Ontario Energy Board recognizes that our work, and the work of the entities we regulate, takes place on traditional Indigenous territories across the province.  This is particularly true in the context of this case, which involves Enbridge Gas, a utility that serves Indigenous and non-Indigenous customers across the province.

We acknowledge that there are more than 40 treaties and agreements that cover the territory now called Ontario. The Ontario Energy Board also acknowledges that our offices in Toronto are located on the traditional territory of many nations, including the Mississaugas of the Credit, the Anishinaabeg, the Chippewa, the Haudenosaunee, and the Wendat peoples, and is now the home to many diverse First Nations, Inuit,  and Metis peoples.

We also acknowledge that Toronto is covered by Treaty 13 signed with the Mississaugas of the Credit.

We are thankful to the First Nations, Metis,  and Inuit people who have cared for these territories since time immemorial and who continue to contribute to the strength of Ontario and to all communities across the province.  We are grateful for the opportunity to gather and work on this land, and recognize our shared responsibility to support and be good stewards of it.

MR. MORAN:  Thank you, Ms. Walter.  We are now going to hear brief opening statements from the parties, limited to five minutes.  When I call on each party, please enter your appearance at that time before presenting your opening statement.

We will start with Enbridge Gas and then we'll go through the intervenor list alphabetically.  Enbridge Gas?
Opening Statement by Mr. Stevens:


MR. STEVENS:  Good morning, Commissioner.  My name is David Stevens.  I am counsel for Enbridge Gas in this proceeding.  Also counsel for Enbridge Gas in this proceeding

[Technical interruption]

MR. MORAN:  Thank you.  Thank you very much for your patience.  I think we are ready to resume.  Enbridge, I think we got your appearances, and if you want to make your opening statement now.

MR. STEVENS:  Excuse me, Commissioner Moran.  I was partway through the appearances.  I don't think I'd finished yet.

MR. MORAN:  Carry on.

MR. STEVENS:  But I neglected to say good morning to everyone.  Good morning, Commissioner Elsayed.  So, as I said, myself and Dennis O'Leary are appearing as counsel.  And throughout the hearing there will be other representatives of Enbridge Gas sitting at the front.  I would like to enter appearances now.  Those are Mark Kitchen, Vanessa Innis, Patricia Squires, Joel Denomy, and Robin Stevenson.

Additionally, I would like to introduce and acknowledge Angela Monforton, who will be assisting us in the background, pulling up documents as the case is heard.  

With that, I am going to turn it over to Mr. Kitchen, who has some opening remarks on behalf of Enbridge Gas.
Opening Statement by Mr. Kitchen:


MR. KITCHEN:  Good morning, Panel.  Although energy transition has become the dominant issue in this proceeding, it is important to recognize that the primary purpose of this application is to set rates effective January 1, 2024.  

Any decision on 2024 rates must be made in the context of current energy policy.  At this time, there is no government policy that sets a path to net zero.  That said, however, the Government of Ontario recently released the Powering Ontario's Growth report, indicating that natural gas will continue to play a critical role in providing Ontarians with a reliable and cost‑effective source of energy for space heating, industrial growth, and economic prosperity.  

This proceeding will also address the mechanism to set rates from 2025 to 2028 and address harmonization of cost allocation and rate design, among other things, in subsequent phases.  

The first thing I do want to acknowledge, though, is the efforts of all parties' willingness to settle a number of issues in an effort to make possible a  more efficient hearing.  Taking into account the settlement agreement and the capital update, the requested 2024 deficiency is approximately $269 million, excluding the Dawn to Corunna project, which will be dealt with in phase 2 and the Panhandle regional expansion project, for which we have proposed a levelized rate treatment.  Overall, it is Enbridge's view that the approvals sought in this proceeding are reasonable and should be approved by the OEB.  

Specifically, the proposed capital budget recognizes the continued need to meet the demands of new customers while providing safe, reliable, and resilient service to approximately 3.8 million existing residential, industrial, and commercial customers.  Again, as indicated in the report of the government, natural gas accounts for approximately 40 percent of Ontario's energy mix and is the primary source of heat for Ontario families and homeowners.  

Next, with the amalgamation of Enbridge Gas Distribution and Union Gas on 2019, Enbridge Gas embarked on an ambitious path to rationalize the organization, reduce duplication, and harmonize systems and policies over the five‑year deferred rebasing period.  In doing so, Enbridge generated significant permanent savings of $86 million, which are now being flowed to ratepayers through rates now and beyond.  Accordingly, the OEB should permit recovery of any undepreciated integration capital which generated those savings.  

With respect to depreciation, Enbridge Gas' proposal reflects a more accurate depreciation and salvage methodology.  The proposed level of depreciation expense also strikes a balance between addressing energy transition and considering ratepayer impacts.  Finally, Enbridge is proposing to increase its equity ratio from a level of 36 to 42 percent, which will be phased in over the next 5 years.  This proposal reflects changes in business, financial, and regulatory risk since it was last addressed by the OEB for Enbridge Gas Distribution and Union Gas.  

Enbridge has currently the lowest equity ratio in North America, and it is lower than that of Ontario electric utilities.  Enbridge's proposal to phase in the increase in equity ration serves as a balance to the rate impacts will providing for an appropriate level of equity thickness.  

There are several other issues that will be addressed over the course of the hearing.  I don't plan to go into those.  I wanted just to discuss or just to highlight the major ones.  

And so, with that, that concludes my remarks, all of which are respectfully submitted.

MR. MORAN:  Thank you, Mr. Kitchen.  I will call on OEB staff to enter appearance now.

MR. MILLAR:  Thank you very much, Mr. Chair.  Good morning, everyone.  My name is Michael Millar.  I am counsel for OEB staff.  I am joined by my co-counsel, Ian Richler.  There will be various staff members in and out over the course of the proceeding.  Today, I am joined by Khalil Viraney and Michael Parkes.  We do not have an opening statement, Mr. Chair.
  MR. MORAN:  Thank you, Mr. Millar.  Association of Power Producers of Ontario.
Opening Statement by Mr. Yauch:


MR. YAUCH:  Good morning.  My name is Brady Yauch.  I am here on behalf of APPrO.  Certain times throughout the proceeding, there may be my colleagues, John Vellone and Colin Boyle, and we appear on behalf of APPrO.  Our opening remarks will be fairly brief.  APPrO members include a large number of gas power generators that are located across the province.  They play an important reliability role for Ontario's electricity grid and remain a key component of the grid for the foreseeable future.  Given the importance of the gas‑fired generation to the reliability of the electricity grid, APPrO supports a robust, resilient, and cost‑effective natural gas grid in Ontario.  APPrO also supports energy transition, supports the introduction of low‑carbon fuels that can utilize the province's reliable and resilient natural gas infrastructure in order to maintain the reliability of the grid that is expected to undergo significant and unprecedented change over the next few decades.  APPrO members are also leaders in the energy transition in developing wind, solar, hydro and battery storage.  Nonetheless, APPrO recognizes the need for gas to balance an increasingly intermittent electricity grid.  Finally, gas integration has repeatedly been recognized by the Provincial Government and the ISO, among others, as vital to the province's economy and electricity grid.  Again, a robust and cost‑effective natural gas infrastructure will be needed to support gas power generation throughout the energy transition in whatever role it takes.  So, with that, I can pass the mic on.

MR. MORAN:  Thank you, Mr. Yauch.  Building Owners and Managers Association, Greater Toronto.
Opening Statement by Mr. Jarvis:

MR. JARVIS:  Thank you, Mr. Chair, and good morning, Commissioners.  My name is Ian Jarvis.  I represent the Building Owners and Managers Association, Greater Toronto.  I may be joined at points during the hearing by my colleague, Gillian Henderson.  

BOMA represents, we would say, the broader commercial sector, so commercial building owners and managers, also multi‑residential building owners, and also a large part of light industrial, which forms one other component of the general service customer group for Enbridge.  

This constituency, its preoccupation right now is planning for the certainty of a low‑carbon future as it relates to their investments, their ownerships, but the clear uncertainty about how to get there.  That is our presence here.  

So the big issues, a number of the big issues that have been addressed already:  efficiency first, which is Enbridge's first safe bet strategy, which we agree with.  Fugitive emissions, Indigenous engagement, these are important issues to BOMA, and there is general agreement on those subjects, which we welcome that we've come this far already.  Similar to this proceeding, BOMA members are doing everything they can to support the low‑carbon energy transition in terms of demand reduction, both in terms of annual consumption and peak demand but also avoiding bad investment decisions.  Business as usual is no longer usual, so capital planning within our membership is entirely looking at low‑carbon solutions as opposed to like‑for‑like replacements.  We believe there is a direct parallel, that we have -- what this commission is looking to do is to avoid bad investments, while making good, immediate decisions that position us well for the low-carbon future.  

In the commercial sector, we see steep reductions in gas consumption in the next few years, both in terms of annual consumption and in terms of peak demand.  Therefore, a priority for us is, in common with many of the intervenors' conversations here, is to avoid gas infrastructure investments which may become redundant in future.  So stranded assets obviously is a big concern, very similar to what our members are facing with their own investments in their own facilities.

We are therefore very interested in commercial owner participation in gas demand response, very interested in commercial owner participation in integrated resource planning. We are interested in advanced metering.  The lack of reliable gas consumption data is a significant hindrance to building owners being able to move forward with their energy efficient planning.

Final two thoughts:  Energy transition planning is a priority for BOMA members.  They know it is coming.  It has real impact on their investments.  We are looking to ensure that the commercial -- the very different nature of commercial buildings is represented in these hearings, which we see is not well represented now in the Pathways studies that are emerging.  Very often, they are linked to residential buildings.  Commercial buildings are very different, particularly in terms of their large ventilation systems and outside air which drives peak demand and consumption, and internal heat gains which can be recovered to significantly reduce heating requirements on a go-forward basis.

Final comment:  The energy, we see an energy system, not a gas or an electric system.  We welcome the collaboration between the IESO and Enbridge.  From our members' standpoint, that is very necessary.  We want to work with one system.  We see electrification coming through heat recovery rather than electric heat, and that the forecast costs of electrical system infrastructure development are significantly overstated.  Those are our comments.  Thank you.

MR. MORAN:  Thank you, Mr. Jarvis.

MR. JARVIS:  Canadian Biogas Association.
Opening Statement FOR CBA by Mr. Buonaguro:


MR. BUONAGURO: Good morning.  Michael Buonaguro, counsel for the Canadian Biogas Association, also referred to as CBA.  My apologies for not making it in person today.  I have a persistent cough, and I received several warnings that I shouldn't be anywhere near the boardroom, even if it is a mock-up.  So my apologies; I hope to make it in sometime during the next month.

On behalf of the Canadian Biogas Association, its members have two specific interests in the proceeding.  The first is the rate design of and cost allocated to injection services.  So that is injection services where RNG producers in particular, renewable natural gas producers, are using the Enbridge system to inject their gas and move it around, either for use locally or outside of the system.

That issue has been dealt with on an interim basis, and deferred to phase 3 to the [inaudible] process.  So that issue won't be dealt with in phase 1, to our understanding.

The second issue is with respect to the proposed low-carbon voluntary program that Enbridge is proposing.  And again, that has been specifically deferred to phase 2 of the proceedings.  So again, it won't be dealt with in phase 1.

So, with that in mind, the CBA does not intend to participate heavily in phase 1, although we may make short submissions at the end with respect to phase 1 issues, specifically energy transition, if we feel it is appropriate, given how the evidence plays out.

With that, those are my comments on behalf of the Canadian Biogas Association.  Thank you.

MR. MORAN:  Thank you, Mr. Buonaguro.  Canadian Manufacturers & Exporters.
Opening Statement by Mr. Pollock:


MR. POLLOCK:  Good morning, Commissioners, and thank you for the opportunity to address the Panel before evidence.  Can everyone hear me okay?

MR. MORAN:  Yes, we can.

MR. POLLOCK:  Thank you, very much.  So my name is Scott Pollock, I am counsel on behalf of Canadian Manufacturers & Exporters.

As the name suggests, the constituents of CME are manufacturers and exporters of all sizes, although predominantly are small-medium manufacturers.  And our concerns in this proceeding, I would generally categorize in two buckets, the first being the sort of what I would call traditional costs and rates concerns, and the second being, of course, energy transition.  So I want to have a brief comment about each of those in turn.

So my understanding of the evidence that you will receive and indeed from Mr. Kitchen's comments earlier is that Enbridge is forecasting about a $268 million or $269 million revenue -- or budget deficiency, excuse me.  And the proposal is that ratepayers are expected to address that deficiency through increased rates.  While rates and increasing rates are always an area of sensitivity for ratepayers, it is especially sensitive given the current economic conditions, where high inflation, and persistently high inflation, has led to a significant increase in our members' costs across the board, whether that be raw materials, labour, rents or, in this case, energy.

So, in terms of the proposed deficiency, there are three drivers that I would like to highlight and just sort of make mention the CMA's concern.  It is our understanding that the evidence that you will receive  with respect to capital spending once showed that Enbridge is proposing to spent about $1.4 billion in the 2023 bridge year, and a similar amount in 2024.  And we also expect that Enbridge's evidence will show that the utility rate base is about $1.5 billion in 2023 and $1.6 billion in 2024.

So CME is concerned that that level of spending may be out of step with historical levels.  It may not accurately reflect the asset needs or indeed customer needs and preferences, especially given the economic context that I outlined earlier.

The second sort of sub-area was equity thickness that Mr. Kitchen spoke of.  We expect that the evidence will show that Enbridge is expecting and proposing a significant increase to the equity thickness.  However, we believe that the evidence that you are likely to get will show a disparate difference of opinion amongst the various experts the parties have hired, and CME's concern that the proposed equity increase is not necessarily reflective of the underlying data or the business risk that EGI will face during the planned term.

The last sort of traditional area that I would point to is depreciation.  This is going to drive an expected -- a large percentage of a revenue deficiency that EGI is forecasting.  As I understand, the evidence you will receive will indicate that they are changing their methodology from both of the previous ones, that the constituent parts have used in the past.  And CME is concerned that this move is not justified and will drive a significant increase of rates for its members, unnecessarily.

I am cognizant of the time; I will just take a brief moment to discuss energy transition.  This is obviously a pressing issue, and the difficult task for the board is to determine what is to be done about it in the context of this application and this plan term.

However, CME's view is that the OEB, this is a core competency of what you are used to doing.  The Board is no stranger to taking complex problems and taking a nuanced view of them and balancing a wide array of stakeholder interests.

So we believe that the Board should be addressing it, and should approach this in the fashion that the Board has always approached complex problems, which is to say a purposeful and measured manner in order to ensure that Ontario is able to manage the transitionary period as effectively as possible.

That is my opening statement.  Thank you, so much.

MR. MORAN:  Thank you, Mr. Pollock.  The Coalition for Renewable Natural Gas.
Opening Statement by Mr. Morales:


MR. MORALES:  Good morning.  My name is Vincent Morales, and I am with the Coalition for Renewable Natural Gas.  We are an industry association representing the biomethane or RNG industry, with about 400 members based in Canada, the U.S., Europe and beyond.

In the context of energy transition, renewable natural gas is definitely an essential tool in the climate tool box, and alongside electrification, energy efficiency and other decarbonization tools.  That is definitely the main message from us to keep in the context of this phase 1.  And we will submit more comments as part of phase 2 later down the road, in this proceeding.  Thank you.

MR. MORAN:  Thank you, Mr. Morales.  Consumers Council of Canada, Ms. Girvan.
Opening Statement by Ms. Girvan:


MS. GIRVAN:  Good morning.  Julie Girvan on behalf of the Consumers Council of Canada.  Just to set out, we are not going to have extensive cross-examination on all the issues, because we feel, with respect to many of these issues, the record is substantial.

With respect to energy transition, we have not finalized our positions.  We are interested in the recommends made by both Dr. Hopkins and Mr. Neme, but we are also interested in EGI's responses to those recommendations.

Overall, we have concerns about the impacts of increased electrification on EGI's customers and how to mitigate those impacts.

And,  having said all of that,  we understand the focus of this application is 2024 rates and the rate plan period that follows, which may be four years or perhaps something less.  We have specific concerns about capital spending,  both the levels of capital spending in 2023 and 2024 and the pace of that spending over the plan term, and we will have a direct focus on those particular issues.

With respect to depreciation,  we are relying on the experts,  and there is extensive expert evidence in this case,  but we don't necessarily believe a wholesale change to depreciation is required at this time.

With respect to equity thickness,  we don't feel Enbridge has justified its request for a significant increase in the level of thickness.

We note that some of the issues that are critically important to residential customers,  like cost allocation and rate design,  have been moved to a further phase in this proceeding, and we are pleased to support the settlement agreement, which took a great deal of effort on behalf of all the parties, and we hope that [audio dropout].   Thank you.

MR. MORAN:  Thank you,  Ms. Girvan.  Enercare Home and Commercial Services.

Energy Probe Research Foundation, Mr. Ladanyi.
Opening Statement by Mr. Ladanyi:


MR. LADANYI:  Good morning.  My name is Tom Ladanyi.  I am a consultant representing Energy Probe.  I would also like to enter appearance for Roger Higgin.  Dr. Higgin will be here in the proceeding to deal with some issues later on.

Energy transition is an Ontario government initiative.  As an Ontario gas distributor, Enbridge will have to follow whatever energy transition laws, regulations, and directives are issued by the Ontario government.  The Ontario government's Electrification and Energy Transition Panel is expected to release its report later this year.

Energy Probe expects that, following the release of the report, the Ontario government will issue its energy transition laws, regulations, directives, and other documents for gas distribution utilities.  This may take several months, or even years.  Any plan for energy transition must consider what consumers of energy in Ontario would transition to, and such a plan should include electricity generators, and distributors, and transmitters.

Energy transition cannot be only about getting rid of gas without considering what will replace it and when.  Energy Probe believes that nuclear power is the only source of energy that can reliably replace natural gas at a reasonable cost, but that might take many years.

Energy transition should not be a "cost is no object" initiative.  Energy customers expect that their energy costs will not increase at a higher rate than the rate of inflation.  If large numbers of gas customers are required to convert to electric space and watering heating, the electricity distribution system will need to be greatly expanded and modified.  This coincides with large-scale adoption of rooftop solar,  home battery storage,  electric vehicle charging, new electricity appliances, and two-way flow electricity.  New generating stations will need to be built.  That would take decades and cost billions.

Energy Probe believes that, in general, Enbridge has appropriately considered energy transition and integrated resource planning, considering the uncertainty about Ontario government plans.  However, Energy Probe disagrees with Enbridge on its proposal to use hydrogen as a replacement for natural gas.  If Enbridge pursues replacing natural gas with hydrogen,  all gas-fired appliances will be needed to be replaced, as will much of its gas distribution and transmission system, including all of the existing compressors on the Dawn Parkway transmission system.

Energy Probe believes the Ontario municipalities that are now served by Enbridge with natural gas should not be forced to accept hydrogen.  Enbridge has about 3.8 million gas customers in Ontario.  That means that there are about 3.8 million gas furnaces, gas boilers, gas water heaters, and more are being added each year.  It would take decades to replace these appliances with electric appliances or with the hydrogen-fired appliances that Enbridge proposes.  Individual homeowners would need to pay for the replacement of these appliances.

Energy Probe believes that Enbridge may have to provide natural gas to customers who cannot convert to other forms of energy for many decades.  Energy Probe believes that the OEB should be more concerned with stranded customers than with stranded assets.  There may not be any stranded assets for decades.  If any gas distribution and transmission pipelines are no longer in use, it is unlikely they will need to be excavated and removed.

Energy Probe is opposed to the creation of the segregated fund to pay for removal and restoration.  Energy Probe, however, has concerns about excessive capitalization of indirect overheads, particularly for incremental capital module projects.  Energy Probe believes that Enbridge's customer contribution policies based on E.B.O. 188 are no longer appropriate because of the risk posed to the gas distribution business by potential energy transition policies of the Ontario government.  Energy Probe believes that these should be similar to those of the electricity distributors, as set out in the Distribution System Code.

Energy Probe is opposed to the recovery from ratepayers of costs related to integration capital.  The cost of the merger of Enbridge Gas Distribution and Union Gas Limited, like the cost of previous mergers of Ontario distributors, are not recoverable from ratepayer.

Energy Probe supports the depreciation methodology proposed by Enbridge because it is a reasonable response to the increased risk posed to the gas distribution business by the likely energy transition policies of the Ontario government.  

Energy Probe also believes that the equity thickness of Enbridge Gas Inc. is too low, considering the increased risk posed to its gas distribution business by potential energy transition policies.  However, Enbridge Probe believes that Enbridge is increasing this risk profile by its hydrogen distribution strategy.

Thank you.  These are all my comments.

MR. MORAN:  Thank you, Mr. Ladanyi.  Environmental Defence, Mr. Elson.
Opening Statement by Mr. Elson:


MR. ELSON:  Good morning.  My name is Kent Elson, for Environmental Defence, and I have provided a handout with some high-level bullet points on Environmental Defence's likely position in this case.

As you will see from that document, these positions are grouped roughly into two main topics; an assessment of the likelihood of declines in gas demand due to decarbonization and the actions that we think should be taken to mitigate risks for customers in light of the possible futures for the gas system.

In our view, the evidence so far shows that declines in gas demand are certain,  or at least almost certain, including both annual and peak demand.  And that is primarily because there is far from enough low-carbon gas available to replace our use of fossil gas.  Limited feed stocks mean that renewable natural gas could replace only a very small portion of our fossil gas; the IESO estimates 2.5 per cent, and it is certainly in the low single digits.  Hydrogen blending can only be done in very small concentrations,  if it even makes sense at all, and 100 per cent hydrogen is just not feasible for most customers because it would require new and larger pipelines and unworkable widespread coordinated changeovers.

In addition massive declines in gas use could occur because all electric heating options continue to become cheaper and cheaper for customers versus gas options, which creates price signals and market forces.  All electric options are already cheaper than fossil gas options now, today, by a significant margin, and they are even cheaper in comparison to expensive, low-carbon fuel options like RNG and hydrogen.

On top of that,  the federal government is projecting 41 per cent declines in emissions from buildings by 2030 from 2019 levels, almost all of which would need to come from fossil gas use in the Ontario context.  Also, independent Pathways studies show that electrification is the cheapest and/or the most decarbonization pathway.

I will move on to some of the actions that Environmental Defence believes we need to take.  Overall, we need to stop our overspending on fossil fuel infrastructure and get that spending under control.  

Enbridge's plan is to increase rate base by $2 billion over the 5-year period.  That is extremely risky, with energy transition occurring and accelerating.  

This is going to sound odd from an environmental organization, but we think our recommendations are actually the only way to protect the viability of Ontario pipelines.  If pipelines are going to play a role in our decarbonized future, with the small amount of low-carbon gases that will be available, we will need to cut costs to a level that is consistent with possible futures for the gas system.  

For example, maybe the gas system could pipe RNG and/or green hydrogen to large industrial customers, but, if costs go up let alone costs going down, those customers might generate green hydrogen onsite instead or they might use shorter local pipelines or find other means to decarbonize.  With technological innovation and the drive to decarbonization, we are seeing increasing competition, and pipeline-based solutions are less likely to win out against other options if they are burdened with a bloated rate base and high increasing rates.  

I don't have time to get through our recommended actions in detail, but I will say that the greatest capital cost savings can come from reduced connection costs being levied against existing ratepayers.  It makes no sense, in our submission, while rates are increasing, while rate base is increasing, for existing customers to be spending $1.3 billion to pay for service lines and meters to connect new customers to that system.  We can no longer operate on the assumption that new customers will pay back those connection costs and pay their fair share for the rest of the gas system by remaining with it indefinitely and paying rates indefinitely.  That's no longer a safe assumption.  

Lastly, I will just flag that we already have most of the evidence we need on the record on our issues, and so you may not hear us ask questions about some very important points that will feature prominently in our written submissions. We will try to keep our questions efficient, focusing on those two broad topic areas, the likelihood of gas declines and the actions needed to protect customers.  Thank you.  Those are our opening comments.

MR. MORAN:  Thank you, Mr. Elson.  Federation of Rental-housing Providers of Ontario, Mr. Quinn.
Opening Statement by Mr. Quinn:


MR. QUINN:  Yes.  Good morning, Commissioners Moran, Duff, and Elsayed.  My name is Dwayne Quinn.  I am here on behalf of the Federation of Rental-housing Providers of Ontario.  We would like to thank the Board and specifically this Panel for the time allotted for this oral hearing and the many stages of discovery to hear properly this important and complex case while offering parties an opportunity for opening statements on our respective positions.  

As some of the Panel may know, I have served FRPO in this capacity for about 15 years and have been part of the natural gas industry for over 35 years.  Prior to establishing [audio dropout] gas and water utility in Kitchener.  Through the experience gained in leading a gas utility, I have some understanding of the challenges currently facing Enbridge as it tries to navigate energy transition and its impact on their core business.  As a consultant, I continue to advise natural gas utilities and market participants by leveraging my experience. 

It is through this lens that I have strived to serve FRPO and the Board in seeking appropriate outcomes for the gas industry and the customers it serves.  

Specifically in this application, FRPO's position is that the utility's application and actions have demonstrated a determined effort to not only -- sorry. I want to be specific.  

The utility's application and actions have not demonstrated a determined effort to not only respond to energy transition but also to undertake initiatives to improve customer outcomes in the years to come.  We say this for the four following reasons.  

First, as an overarching theme, the proposed capital budget continues a recent trend of accelerated spending, even though the resulting infrastructure may be increasingly oversized or become stranded in the decades to come.  This trend was exacerbated through ICM in the deferred debasing period.  While we respect that safe, secure delivery of natural gas is an effective and economic source of energy for residences and businesses in Ontario, the realities of energy transition do not seem to find their way into the asset management plan of the utility.  

Second, a contributing factor to our concerns is the lack of invasion the utility is demonstrating to evolve its traditional bias towards capital spending by investigating and implementing sound evolutions in its practices.  Almost two years ago, the Board approved an integrated resource planning framework as a positive step toward creating an environment where alternatives to traditional capital-intensive approaches to meet customer demands could be developed.  I was pleased to be selected by the Board to participate in an exciting initiative to contribute to innovative approaches to manage design requirements of the system.  I respect that the IRP initiatives will be heard in another proceeding, but one need only read the annual reports of the working group to understand that the members' expectation for innovation have not been met.  

Third, the actions of the utility in the deferred rebasing period to not only propose large replacement projects but also to frustrate parties who sought information to consider alternatives to limit the scope of these projects.  We will not expand on these concerns in this summary but want to commend the Board for requiring a higher level of justification in the St-Laurent project decision.  

An outcome of that proceeding has been the first steps by the utility to consider that enhancing its integrity management program could be a constructive step.  As the Board will note, ratepayer representatives supported this step, and, in the settlement proposal agreed to an increase in the proposed spending tied to reporting on the results, including extending asset service lives.  As you will hear more from FRPO and my colleagues, we believe that alternative approaches are worth investigating in.  

Lastly, we are concerned with the lack of ratepayer benefit associated with the merger of the utilities and the 10 years of rebasing the shareholders have benefited from.  From much worse meter-reading performance that the Board is aware of to the nebulous purported savings the merger and the resulting integration benefits allocation appear to be very one-sided.  We understand the challenges of information asymmetry and trust that this proceeding will rebalance value accrued as a result of the merger.  

Please allow me to close by saying that effective change is difficult for a capital-intensive utility.  However, in my experience in leading a municipal water utility after the Walkerton water crisis, with the support of our regulator, city council, we were able to implement a number of innovative approaches to ensure that, in our role as monopoly-system operator, we made sound investments in delivering safe and economical service in our community.  Our approach not only enhanced outcomes for our customers and the community, but our initiatives were used as a model by the province in a way that has and will benefit future generations. 

I firmly believe that the Board's determinations in this proceeding can evolve the approaches of meeting energy demand in a way that will serve Ontario's future generations, who are often underrepresented in economically rational debates and determinations.  

On behalf of FRPO, thank you for the opportunity to share our perspective at the outset of this proceeding.

MR. MORAN:  Thank you, Mr. Quinn.  I think we will take our morning break now for 15 minutes.
--- Recess taken at 10:48 a.m.
--- On resuming at 11:05 a.m.


MR. MORAN:  We are ready to continue.  Ginoogaming First Nation.

MR. VOLLMER:  Good morning, Commissioners.  My name is Daniel Vollmer, counsel for Ginoogaming First Nation.

Firstly, Ginoogaming First Nation would like to emphasize the importance of the settlement proposal on issue 4 relating to whether Enbridge Gas has appropriately considered the unique rights and concerns of Indigenous customers and rightsholders in its application.

The proposal has been a product of the hard work by all parties involved, and is aimed directly at ensuring that Enbridge Gas appropriately and meaningfully considers not only the rights of its Indigenous customers, but also their many concerns and views on issues that impact them as First Nations and as Indigenous peoples, such as the energy transition.

This proposal is an important part of ameliorating the deficiencies and failures of the past in understanding and advancing the unique interests, rights and concerns of First Nations across Ontario.

The proposal is also an important step towards reconciliation, and it is the hope of Ginoogaming First Nation that participants in the Indigenous Working Group will be an important partnership and meaningful venue to hear from and better understand impacted First Nations and Enbridge Gas's Indigenous customers.

The Indigenous Working Group is aimed at including First Nations in planning and decision-making at a much earlier stage, to address how Enbridge Gas's policies, actions and services will impact them directly, and engaging in meaningful action on issues and concerns, such as the energy transition and solutions provided and discussed by First Nation participants.

Regarding the energy transition, Ginoogaming First Nation is deeply concerned and taken with the impacts of the energy transition on its community and members.  There are numerous risks associated with the energy transition currently underway, and it is expected to accelerate over the next decades.

Ginoogaming First Nation believes that the evidence will demonstrate a need for a significantly better review and understanding of the energy transition that considers the following issues:  whether there has been adequate study and engagement with the many risks and opportunities presented by the energy transition; meaningful consideration of the varying and unequal impacts of the energy transition and how to support a fair and equitable transition for First Nations and Indigenous customers; the lack of data and consideration of the impacts of the energy transition at a more granular level for customers and ratepayers, such as communities, First Nations and how different geographic areas will experience the energy transition and, finally, the need for a better understanding of the relation between the expected significant expansion of energy use and electrification across the province and how this must be considered to avoid risks related to stranded assets, over-expansion and current and future rate impacts, especially for vulnerable communities and customers that may have limited options to mitigate their risk compared to other customers.  Thank you.

MR. MORAN:  Thank you, Mr. Vollmer.  Green Energy Coalition.
Opening Statement by Mr. Poch:


MR. POCH:  Good morning, Mr. Chairman.  David Poch, counsel for the Green Energy Coalition.  Good morning, Panel.  Let me start by thanking you for facilitating remote attendance.  It is very helpful for a number of us.

Our focus is on energy transition, despite Enbridge's opening statement that your focus should not be.  We want to see a smooth transition, we want to protect future customers.  And in all that, we will hopefully reduce environmental impacts.

Enbridge claims to be responding to energy transition by pursuing safe bet actions.  But in our view, it is in fact betting on what must be considered a pipedream, by maintaining its current course. The company relies on flawed and Incomplete posterity and guidance analyses that were inappropriately constrained, in our view, by Enbridge, at the outset.

As the Energy Futures Group report elaborates, the Guidehouse report on two illustrative scenarios was and remains replete with erroneous assumptions and analyses that pretty consistently bias the results in one direction.  That is despite the various revisions that Guidehouse made following the first technical conference.  And we still haven't been able to see the model in its entirety, so we don't know what else is buried in there.

Just fixing one of the remaining biased assumptions in that analysis, that is the application of different carbon costs per tonne to the two scenarios -- different carbon costs in the two scenarios for the same time periods -- that alone would reverse the conclusion they reached about which scenario is more affordable.

Even in Guidehouse's so-called diversified scenario, let alone in more realistic views of possible futures that achieve net zero by 2050, there is a dramatic drop in annual and peak gas energy throughput, especially for general service customers.  And it becomes obvious that the number of customers will also drop dramatically.

Even the Guidehouse diversified scenario has 40 percent of buildings heated with electric heat pumps and with electric water hearing by 2050. It is 85 percent in the more realistic electrified scenario.  And these customers will surely leave the gas grid to avoid increasing monthly charges, as fixed costs get spread among a shrinking customer base and shrinking gas energy demand.

Enbridge and Guidehouse make heroic assumptions about the availability, price and greenhouse gas impacts of RNG and hydrogen and about gas-heating technology, and these assumptions are anything but safe bets.  They simply ignore the cost and practical impossibility of moving general service customers to high concentrations of hydrogen.

Even if all end users were somehow hydrogen ready, despite the reality that many methane-powered furnaces will not have reached their end of life by 2050, you would have to physically gain access to a hundred percent of homes fed by a particular main to switch the appliances over and to confirm that all indoor piping is hydrogen ready before you resupply the community.  You need to shut off the gas supply to the area while that occurs, and you need a segregated upstream hydrogen delivery to that community while somehow maintaining methane delivery to other communities that share the same upstream network.

So leaving aside the considerable problem of methane leakage from blue hydrogen, any role for concentrated hydrogen is in dedicated supply to major industrial and electricity-generating customers who don't have better and cheaper electricity options.  And many of those companies can opt for onsite electrolyzers rather than Enbridge gas delivery.  The limited RNG supply that is affordably available can fuel the dwindling number of general service customers before they convert, and those industrial users that need methane.

What does this mean for today and for this hearing?  We have identified two primary and immediate imperatives:  fixed depreciation and end subsidies to capital expansion.

As to depreciation, if assets are depreciated linearly based on physical life expectancy, be it the ALG or the ELG approach, future customers will be increasingly saddled with higher costs while enjoying less energy service.

Enbridge and its experts correctly point out that an economic planning horizon, or EPH approach, based on an assumed economic life, will inevitably not correspond with the actual date that the assets are retired.

There are two answers to that.  First, EPH may still result in a fairer allocation of burdens between customer generations than the standard alternatives.

Second, moving to a units-of-production-based depreciation schedule, or U of P, which can be adjusted as the future becomes clearer, can better align costs with benefits and customer numbers, and can avoid the concern about an end-of-life physical and economic mismatch.

Of course, both EPH and units of production can distinguish between asset groups serving different sectors that have different energy transition pathways.  But delaying reform to the depreciation approach for five years or more will exacerbate inequality and risk rate shock that could increase the risk of a death spiral.

So we argue that the Board needs to require the initiation of analysis now, and needs to ensure implementation as soon as practicable.  Otherwise, it will be the poorest customers who are left holding a growing bag in the long run.  Higher depreciation charges can be ramped in to avoid rate shock.

With respect to capital expansion to help curb Enbridge's pursuit of a growing rate base, we propose that customer attachments, both construction and infill, bear the full cost of attachment, upfront, or with a much shortened time frame.

A significant portion of new customers are likely to move off the gas grid when their heating equipment needs a changeover, typically within about 15 years.  If net zero by 2050 means anything, it is counterproductive to encourage connections that won't pay for the full costs of hook-up, let alone share in common fixed costs, connections that will drive needless upstream capacity expansion, saddling other customers with the remaining part of these connection costs and those upstream costs, and ultimately increase the risk of underutilized or stranded assets.

Similarly, to test the advisability of capital projects based on a profitability index of one, utilizing a 40- or 50-year payback and assuming that these assets will be fully utilized once ramped up and provide full value throughout is no longer a test in touch with the reality we are facing.  

Simply put, maintaining the current application of the E.B.O. 188 rules will cause waste, unfair cross-subsidy, and needless adverse environmental impact.  We prefer that new hookups were banned, but, in the meanwhile, the Board has the power to end the damaging application of these out-of-date E.B.O. 188 guidelines.

Mr. Chairman, there is one other matter that has come up of late that may not land squarely in the issues list.  Enbridge's materials that they filed a couple of days ago indicated that it included their submission to the provincial Electrification and Energy Transition Panel.  At pages 3 and 7 of those materials, we see that Enbridge is lobbying for a higher threshold for projects requiring leave to construct approvals and an exemption for up to 16-inch-diameter pipes.

We question how facilitating gas system expansion is a safe bet or a "no regrets" policy if we are looking toward net zero.  This is simply an attempt to avoid IRP and is a shortcut to more stranded or under-utilized assets, in our view.  And so the Panel may want to consider whether this is an aspect of energy transmission that it wishes to consider and ultimately comment upon in this case.

Those are my opening submissions.  Thank you very much, Mr. Chairman.

MR. MORAN:  Thank you, Mr. Poch.  The Independent Electricity System Operator.  Industrial Gas Users Association.
Opening Statement by Mr. Mondrow:


MR. MONDROW:  Good morning, Mr. Chairman.  Ian Mondrow, counsel for the Industrial Gas Users Association; the acronym that they are known by is IGUA.

Good morning.  I must say it is very nice to be here.  When we walked in,  I was kind of riding a wave because, as you know, IGUA was one of the parties that lobbied the Board to allow us to attend in person, and everyone was smiling and shaking hands,  and then we hit the IT issues and I felt all of a sudden responsible and sank a little lower in my chair.  But it is nice to see those are resolved.

I do want to acknowledge, on behalf of IGUA and myself, with appreciation, the steps taken by the Board to allow us.  We certainly appreciate that and we think it will make for a significantly more robust proceeding.  And this is an important case, so we think it is a good initiative, in particular for this case.

I want to make clear that IGUA members well understand that there is an energy transition underway and what its impacts might be and should be on the way we do business in our society.  They face it every day.  They make both operating and capital decisions in the face of it.  Most,  if not all,  of Ontario's large industrial gas consumers have ambitious net zero targets of their own, which have been noted and are being watched by capital markets and their customers.  And, to meet those commitments, they are investing many billions of dollars in changes to their businesses, and they believe that is a very important thing for them to do.

For some of these industries, increasing their use of gas is, in fact, the most effective decarbonization tool in their arsenal for the time being, and probably for some time to come.  For them, medium- and long-term reliance on a gas delivery system will be necessary, perhaps long after smaller customers with more near- and medium-term options have left the system.

This proceeding will, among other things, test the extent to which Enbridge Gas has really thought through what all of this means for the future of its own business.  Enbridge Gas has done quite a bit of work exploring what is happening outside the company towards energy transition, where that could go and what the cost scenario could be.  And, in response to what is happening outside the company, Enbridge is proposing to increase its equity thickness by just over 16 per cent, in response expressly to the risks posed by the energy transition and to recover from customers an additional approximately $80 million a year as a result, phased in over time.

It is also proposing to adjust its approach to depreciation  - you have heard about that already this morning  - adding I believe it is roughly $120 million to 2024 rates relative to the current approach to depreciation, apparently for reasons conventional to the formulation of the utility depreciation policy,  but with judgments justified at least in part by reference to the impending energy transition changes.

Enbridge has also broad forward some tentative proposals on exploring how its business could be diversified to better position it for the future.  We will discuss those particular initiatives in Phase 2.  They are the small expansion of hydrogen blending, some RNG procurement, and a bit of money to spend on exploring innovation in support of its continued utility future.

What Enbridge Gas has not done, at least not to public knowledge, is take a serious look at how its gas delivery business will actually change; which customers are more likely to leave the system sooner rather than later; when, where, and in what numbers; which of its assets are more like to be underutilized sooner rather than later and the costs of retiring those assets, or avoiding new investments in them in the first place in order to avoid stranding associated costs; where it makes sense to deploy capital and operating resources to meet demand for gas delivery services into future; what regulatory mitigation tools may be most useful to address shareholder and customer risks; yet it is asking the Board for a lot more money from customers to cover business risks and recover the cost of all of its assets sooner rather than later.  IGUA has focused its resources in this matter on these topics.

IGUA has sponsored evidence from Dr. Asa Hopkins of Synapse Energy Economics.  Dr. Hopkins canvasses actions that prudent gas utilities and their regulators are taking now to address these hard questions about changes in gas delivery -- not just business expansion, but also business retreats -- that they may have to take, and the wisdom of preparing for such sooner rather than later in order to protect both shareholders and customers from unnecessary cost.  He presents conceptually a practical way to model potential gas utility futures in order to quantify risks and identify mitigating actions that, in the end, could avoid billions of dollars of unnecessary costs.

Pending consideration of the evidence that we will hear in the coming days, it is IGUA's preliminary view that, until that work is done by Enbridge, the extent to which Enbridge's unmitigable business risk has changed cannot be properly evaluated and it would be unjust and unreasonable for customers to be required to pay now to compensate Enbridge Gas on the premise of greater unmitigated risk and to pay again later when that unmitigated risk crystallized at greater cost than need be the case.

IGUA has also sponsored the evidence of Dr. Sean Cleary to address the more conventional aspects of the fair return standard and assess the extent to which Enbridge Gas has demonstrated that its capital structure is in need of thickening.  Dr. Cleary concludes that market indicators do not support that position.

The third expert that IGUA has sponsored is Dustin Madsen of Emrydia Consulting, who was engaged to review Enbridge Gas's proposed harmonized approach to depreciation.  Enbridge Gas proposes to adopt a new depreciation methodology and, in several cases, adjust expected life parameters, which together presents the single largest increase to Enbridge Gas's requested revenue requirement.  Mr. Madsen provides a number of thoughtful recommendations on a reasonable and supportable alternative approach to depreciation that is consistent with Enbridge Gas's past practice and that, if adopted, would decrease Enbridge Gas's 2024 depreciation provision relative to the amount proposed by Enbridge Gas by some -- I believe it is about $260 million.

IGUA expects to argue that,  while the energy transition may commend adoption of depreciation tools -- Mr. Poch just addressed some of those -- among other tools to mitigate stranded cost risks, any such determination should be informed by a proper analysis of which assets are at risk,  and in what time frames,  and what approach is best tailored to address those potential outcomes, rather than by applying an overly blunt and potentially counterproductive, across-the-board depreciation rate increase.  And, until that proper analysis is done, the OEB should establish a depreciation policy and provision that is robust its in own right as a base upon which to consider appropriate energy transition modifications as and when the requisite information is to support such changes is available.  And I'll come back to that in just one minute in closing.

Given the lack of any real analysis from Enbridge Gas of how it will adjust its own business to these external risks that it has identified,  but not identified how it will in fact respond to them,  and a belief this work should be done now so that proper, well-thought-out and well-developed responding measures can be commenced, IGUA may well argue, albeit most directly in Phase 2 of this [audio dropout], that five years is too long.  Perhaps EGI, Enbridge Gas, should be back sooner than later with a proper plan that the OEB can respond to, so that proper decisions could be made to address unmitigable business risk, and the appropriate capital structure in response thereto; appropriate depreciation tools applied to particularly vulnerable classes of assets, which anticipate and mitigate the worst of the stranded cost risks presented by an accelerating energy transition and the prudent approach to capital planning and deployment in preparation for such a future.  

IGUA's members, who may very well ultimately be the last gas customers standing, believe that this is a very important discussion that should be had sooner rather than later, and IGUA is pleased to be able to meaningfully and hopefully helpfully participate in that discussion through this intervention.  Thank you very much.

MR. MORAN:  Thank you.

MR. MONDROW:  Canada Energy Services.  London Economics International.  London Property Management Association.  Ontario Greenhouse Vegetable Growers Marketing Board.
Opening Statement for OGVG by Mr. Buonaguro:


MR. BUONAGURO:  Good morning again, Panel.  Michael Buonaguro.  I am counsel for the Ontario Greenhouse Vegetable Growers Marketing Board, or OGVG as it is normally referred to in short.  OGVG's members are Enbridge customers located mainly in the legacy Union South rate zone and mainly take service from EGI as contract rate customers.

Agricultural greenhouse operations in Ontario represent approximately 15 percent of Enbridge's contract rate-class customers.  Commercial greenhouse operators are unique relative to most of EGI's 3.8 million customers in that greenhouses use natural gas not only for heating but also as source of carbon dioxide feed stock to enhance plant growth, a source that is not easily substituted.  The importance of natural gas in the operation of greenhouses is recognized by the federal government through the exemption provided to greenhouse operators from the cost-of-fuel charges under the Greenhouse Gas Pollution Pricing Act.  

In short, all of our greenhouse operators are exempt from 80 percent of the applicable fuel charges when they use natural gas for heating and/or production of carbon dioxide.  Accordingly, greenhouse operators are very interested in not only maintaining just and reasonable rates in the short term, but also in maintaining the long-term viability of natural gas service.  

With that background in mind, OGVG has a preliminary perspective on several of the issues before the OEB in this proceeding.  With respect to energy transition at large, OGVG's main concern is not primarily about impacts between January 1, 2014 and the next rebasing application.  OGVG believes the evidence already on the record is that there, to the extent there are any material impacts on Enbridge as a result of energy transition issues, i.e. a material decline in customers, those impacts will be manifest, if at all, beyond the next 5 years or so.  

Having said that, OGVG does believe, however, that there are actions that the OEB could take now to make any future transition that involves decreases in natural gas customers more manageable.  With respect to the depreciation expense, OGVG notes that there is a large disparity in views from the various experts on the appropriate depreciation amount to be embedded in rates, with the gap between the various opinions approximating -- and I will take Mr. Mondrow's number from his presentation -- approximating $260 million per year in depreciation expense with an additional possible impact of approximately $100 million per year if the OEB were to materially change how EGI handles site restoration costs.  

OGVG believes that, in the absence of any mechanisms targeting and accelerating the depreciation expense associated with assets that are most likely to become stranded as a result of departing customers, it may make sense to maintain depreciation expense at an aggressive level in order to minimize the rate-base burden on future of ratepayers in the event there is a material exodus of customers.  With respect to the capital spending over time, OGVG believes that the mechanisms already in place, specifically the need to seek leave to construct for projects seeking to add customers and load, combined with the need to run the vast majority of Enbridge's proposed other capital spending through the integrated resource planning process are appropriate ways to maintain oversight over Enbridge's capital investments.  Having said that, OGVG recognizes that issues have been raised about how well the process is working, such that it may be the case that the OGVG should consider revisiting and reviewing the operation of the framework to ensure it is producing the desired outcomes.  

With respect to the proposed change in equity thickness, OGVG will be exploring the very specific assertion that Enbridge is facing a materially increased risk of stranded costs.  It appears to OGVG from the evidence filed to date that the risk is, A, not an immediate one that needs to be addressed as a component of the costs of capital; and B, to the that extent any such risks manifest in the future, it is a risk that is or will likely be of concern primarily to Enbridge's future ratepayers and not necessarily Enbridge, itself.  

With respect to issues relating to Enbridge's customer attachment policies, OGVG intends to explore the appropriateness of any material changes in policy, given that, so far as OGVG understands the issue, a material change in customer attachment policy going forward could result in new customers being asked to subsidize existing customers and if the connection costs included in base rates for existing customers are materially different than the connection costs included in base rates for new customers.  

Beyond that, I have two other issues that OGVG will be focused on.  There is this panel coming up specifically on Enbridge's proposed overhead capitalization methodology, and OGVG will be exploring how that operates and whether there should be adjustments made.  

And then, finally, with respect to the accounting policy changes deferral accounts, which was not included in the settlement, OGVG does oppose Enbridge's proposal to recover $155.2 million from ratepayers in connection with unamortized actuarial gains and losses and past service costs associated with Union Gas franchise area, and we will be exploring the reasons why that opposition is being made as part of the hearing.  

That is my presentation on behalf of OGVG.  Thank you.

MR. MORAN:  Thank you, Mr. Buonaguro.  The Ontario Petroleum Institute.  Otter Creek Co-operative Homes Inc. Pacific Economics Group.  Pollution Probe, Mr. Brophy.
Opening Statement by Mr. Brophy:


MR. BROPHY:  Good morning, Panel, Chair Moran, Commissioner Elsayed, and Commissioner Duff.  My name is Michael Brophy, and I am here on behalf of Pollution Probe and its members.  Pollution Probe appreciates the opportunity to participate in this important rebasing proceeding, the first such proceeding since legacy Enbridge Gas/Union Gas merged.  Each legacy company operated as a monopoly energy provider in the province of Ontario, and the merged entity is now a larger monopolistic utility, raising the bar for the OEB to ensure that the right clear direction is set through this proceeding to avoid wasting ratepayers funds, stranding assets, and impeding Ontario's energy transition.  

This proceeding not only sets natural gas rates that impact energy consumers across Ontario, but it also represents a critical pivot point or paradigm shift on Ontario's energy transition and out net-zero future.  If we get the next 5 years wrong, the damage done to Ontario's energy consumers, our communities, and our net-zero futures will be irreversible.  decisions made here will have impacts much past 2050, especially in relation to capital spending that is proposed to be recovered from ratepayers out to the 2080s and longer.  

There are too many issues to cover in this short opening statement, but some of the key issues include a realistic understanding of what net zero requires, including over the rebasing period.  Even the Enbridge-preferred net-zero scenario forecasts essentially no natural gas users left on the system in the future.  

Next, an open transparent realization of the energy transition, including what is already underway in Ontario, separating fact from fiction and recognizing that advanced energy alternative options are already a valid consumer choice.  This is not wishful thinking for the future.  

For example, I am told that heat-pump installations now exceed new annual traditional furnace installations in Ontario.  This is a huge turning point.  This will also drive the need for more modern, objective, and more transparent capital planning, including limiting the risk of stranded assets and supporting implementation of low-carbon and cost-effective alternatives.  Now is the time to consider these options, not after the pipelines are in the ground.

We need to ensure that Ontario energy infrastructure planning aligns with what Ontario consumers and communities need, including alignment with municipal energy and emission plans and other foundational initiatives already underway.  Of course, these also align with DSM and IRP alternatives, as the OEB has already acknowledged.

It appears that the Panel already understands the importance of these challenges, and Pollution Probe appreciates the specific focus that has been taken on issues like energy transition, integrated resource planning, stranded assets, EBO-188 treatment and other pertinent issues in this proceeding.

Enbridge will refer to short-term safe bets.  It is clear that there is nothing short term about what this proceeding will determine.  Enbridge has been preparing for this proceeding over the past several years, spending over $3.6 million on external consultants alone.  The problem is that there was little or no consultation or review of those materials filed before they were filed, which has resulted in some fundamental flaws in the evidence.

A few of those flaws have been highlighted already and resulted in updates to reports like the Guidehouse Net Zero report.  It may be a challenge to separate fact from fiction in some of these cases.  And, in some cases, invalid evidence may need to be dismissed at the end of the day.

There has also been a fundamental lack of proactive and transparent consultation over the past few years that could have helped avoid some of these issues that are before us today.

As the Panel knows, there has been a significant amount of material in this proceeding; I believe over 7,000 pages.  This includes multiple updates to evidence, the recent capital update, updates to studies, interrogatories, undertakings, et cetera. It has been a challenge to keep on top of it all.  And I want to recognize the efforts and efficiencies in collaboration across the parties in this room and online in this proceeding, to be as efficient as possible.  Pollution Probe notes a high level of coordination that may not always be visible to the Panel, but I can assure you it is happening.

Pollution Probe has allocated time in this schedule to focus on many key issues, but please do not interpret that the issues where Pollution Probe is not leading on questions, that they are not important to us and our partners and constituents.

As the Panel knows, the capital update was bit of a surprise at this point in the proceeding, and additional work had to be done to absorb those updates prior to the start of this hearing.  Pollution Probe had previously indicated to the OEB that Enbridge is planning to submit an update to the asset management  plan this fall, under this proceeding and docket number.  This would be very late in the proceeding, and potentially after parties have filed argument.  It is recommended that the OEB delay the filing of another version of the AMP until after the phase 1 decision is issued.

Thank you, again, and those are the concluding remarks for Pollution Probe -- the opening remarks for Pollution Probe.

MR. MORAN:  Thank you, Mr. Brophy.  Quinte Manufacturers Association.
Opening Statement by Mr. McLeod:


MR. MCLEOD:  Good morning, Commissioners.  My name is Michael McLeod, and I represent the Quinte Manufacturers Association, also known by the acronym, QMA.  The QMA represents manufacturers and food processors in the Bay of Quinte region, which includes the cities of Belleville, and Quinte West or Trenton, and the town of Brighton.

Manufacturers and processors and related transportation services in the region represent almost $7 billion worth of economic output annually, and this number continues to grow.  It is one of the key manufacturing and processing hubs in Ontario.  Our members actively compete on a global basis in key sectors of the economy, including food, automotive, transportation, pulp and paper, medical, plastics, metal casting, wire and cable to name a few.

In the main, members were former Union Gas customers and continue to use natural gas for processing and/or heating in one way or another.  Next to labour, energy including natural gas is a significant cost component in every unit of production, and its continuing cost-effective supply and safe delivery to our plants is essential.

In this proceeding there are a number of issues, including rates, that are of concern to different members of our association to a greater or lesser degree.  And we have almost 200 members in the association.  And it all depends on the nature of the member's business.

The whole issue of energy transition, EGI's role in it and how it impacts our businesses is of significant concern.  Energy transition and the drive to net zero is now an emerging competition issue in all aspects of supply chain management for our members.  Our members want to remain competitive; there is no choice for them.

Energy transition is a reality, and it must be undertaken efficiently, effectively and in the most prudent manner.  In competing on a worldwide scale, competition with European businesses and businesses from the United States and the East is one of the key things that is driving the supply chain issue.

Specifically, QMA is interested in the policy direction and the drivers that are triggering EGI's capital investment in the various components of the energy transition work.  How that work will impact QMA members, particularly in terms of rates and investments in the near term and going forward is a critical component to inform business decisions.  And those business decisions are occurring quickly, to maintain that competitive position that we are in.

The QMA is pleased to be a signatory to the settlement proposal and we look forward to our continuing participation in the Board's determinations, and this is very important [audio dropout] two-phase proceeding.

We have a number of issues that are of concern, and energy transition obviously covers a large number of them, and we are supportive of those who are participating in the proceeding and looking at other aspects of the filing that are important to them.  So respectfully and on behalf of the QMA members, thank you.

MR. MORAN:  Thank you, Mr. McLeod.  The School Energy Coalition, Mr. Rubenstein.

MR. RUBENSTEIN:  Good morning, Commissioners.  My name is Mark Rubenstein. And on behalf of myself and my colleague, Jay Shepherd, we will be sharing responsibilities through this hearing, representing the School Energy Coalition.

The unsettled issues primarily, although not exclusively, deal with issues that impact the questions of energy transition and capital spending.  As part of issue 3, the OEB asked:  Has Enbridge in its application appropriately allocated and mitigated the risks in its plan for setting rates in this application with respect to the energy transition?

Energy transition impacts capital expenditures, rate base customer connections, cost of capital and even depreciation.  The School Energy Coalition, like many others in this proceeding, are concerned with the company's response to the energy transition or, should I say, the lack of it.  The evidence to date is that the company has done little to mitigate the risks and has allocated those risks that do exist entirely to customers.  This is imprudent and does not lead to just and reasonable rates, nor does it protect the interests of customers including approximately 4,000 Ontario public schools.

Regardless of the inherent uncertainty that exists in trying to forecast the paths towards greater electrification and away from fossil fuels, such as traditional fossil natural gas, nobody, including Enbridge, believes we will be consuming it as we do today, in the medium and long term.

If we are to meet our GHG reduction goals, there will be a need for a significant decline in primary product, the delivery of fossil natural gas.  And that will need to occur before 2050, and certainly well before the 50- or 60-year useful lives for many of the approximately $7.5 billion in capital spending the company plans to do in this five-year rate term.

The question that is before the OEB in this proceeding, and you will hear many different perspectives and approaches, is what to do about them. It is not and cannot be business as usual for Enbridge.  Tinkering around the edges as the company proposes to do is simply insufficient and requires customers to bear the entire risk of what will almost certainly be a future of underutilized and stranded assets, while doing little to address the energy transition.

Enbridge at the same time asks the OEB to increase its equity thickness, in part because of increased risk from that energy transition, yet it has no plan to mitigate that risk or fairly allocate it.  It simply asked customers to pay for it, now with a higher equity thickness.  We say that this is unreasonable.

Enbridge has an inherent bias, a blind spot, to the energy transition.  What we need to do, and what it need to do, is the phasing out of the fossil gas.  And the reason for this is that it is in the business of selling the delivery of that gas.  It is a company that makes its money by putting gas distribution assets in the ground.  This bias is understandable; its core business is delivery of that product.  But that bias is also why the OEB is properly placed and has the responsibility and the necessary authority to put the company on the right track in light of the energy transition.

The OEB's role is not to drive the energy transition, but to exercise its mandate in light of that transition that has already begun to occur and is speeding up, in part because of public policy,  but more so because of customers' own expectations and actions.  Decisions the company makes today and the approvals that it is seeking in this case have long-lasting impacts and cannot easily be unwound and, in some cases, will exacerbate the problems.  The OEB's role is to ensure that those decisions that the company seeks to make are prudent.

We recognize that the issues before this Panel are complicated and do not necessarily result in an easy solution, but they are very important and they require the OEB to act now.  The OEB needs to step in and protect the interests of customers today and in the future.  Delay in acting and allowing to company to act as if it is business as usual only increases the risk to customers.

Secondly, and you will hear this from us and others discussed over the next few weeks, there are other very significant issues that the OEB will need to decide.  The company's capital expenditures and its in-service additions, which are increasing, have simply not been justified, an issue only made more complicated by the last-minute update to its evidence involving significant changes to its capital spending.  The inappropriateness that, after the merger of the two predecessor utilities, it is seeking to saddle customers with the integration-related capital costs, even though it benefited from the savings achieved from that merger, through the deferred rebasing period, all of which we say is inconsistent with the OEB's MAADs policy, its proposed approval for a capitalization policy that is flawed and results in unfair and increased costs to customers.

Even removing the impact of energy transition, it is a proposal to increase its equity thickness that is not actually supported by the evidence.  It has an unreasonable change in depreciation methodology and the application of that methodology itself.  Also, it is proposed to recover costs related to historic union pension amortized actuarial gains and losses and 2019-2023 parkway delivery obligation costs that should not be granted.

Added together, Enbridge's proposals on the unsettled issues lead to an increase in delivery rates that is neither just nor reasonable and significant changes are required before the OEB should grant any approvals.  Thank you.

MR. MORAN:  Thank you, Mr. Rubenstein.  Six Nations Natural Gas Company Limited.
Opening Statement by Ms. Wainewright:


MS. WAINEWRIGHT:  Good morning, Commissioners.  My name is Linda Wainewright and I am here on behalf of Six Nations Natural Gas, also known by the acronym SNNG.

Six Nations Natural Gas is a small distribution company embedded within the current Union South rate zone.  We serve over 2,500 community members and businesses of Six Nations Grand River Territory and Mississaugas of the Credit First Nation.

We are focused on the cost and cost allocation aspects of this application and how they impact our customers, particularly our Elders and low-income customers.  The vast majority of our customers are residential, many of whom switched from propane or oil to natural gas in the recent past, so we are also interested in the impacts of the energy transition.

Six Nations Natural Gas supports approval of the partial settlement proposal and, based on our participation to date, we believe our remaining Phase 1 questions are being addressed and do not plan any cross-examination in this Phase 1.  Thank you.

MR. MORAN:  Thank you, Ms. Wainewright.  City of Kitchener.
Opening Statement by Mr. Abu-Seifan:


MR. ABU-SEIFAN:  Good morning, Commissioners.  I am Khaled Abu-Eseifan.  I am the manager for Gas Supply and Engineering in the City of Kitchener.  I am joined by my colleague Jaya Chatterjee, and we represent Kitchener Utilities.

Kitchener Utilities is a local natural gas distributor owned by the City of Kitchener.  As an LDC, we are facing similar challenges and opportunities faced by Enbridge with regard to energy transition, GHG reduction targets, and policy uncertainty.

Kitchener Utilities is very interested in the Board's directions to address energy transitions and related issues, especially the concerns from customers regarding rising costs of natural gas delivery charges and the implications of different futures.

Kitchener Utilities supports the need for a proper plan to address energy transition–related risks and associated costs.  Kitchener Utilities considers Enbridge's proposal for energy transition to be insufficient for decision making and thinks more work should be done to identify short-term risks that impact the rebasing applications done.

Kitchener Utilities also is a customer of Enbridge, and our rate is significantly impacted by Enbridge's proposal.  We will listen carefully in this hearing and align our positions to reduce the impact of this application to our customers in a way that is fair and equitable for all customers, current and future.

Kitchener Utilities has been concerned about Enbridge's proposal for cost allocation that has been now deferred to a future phase of this application.  We presume that, by the time more information will be available for a proper decision, we will actively participate in that future phase.  However, for this hearing, we will listen carefully to all parties and support proposals that addresses energy transition,  equity thickness, depreciation, and capital planning issues with customer concerns and business sustainability in mind.

This is our opening statement.  Thank you very much.

MR. MORAN:  Thank you, Mr. Abu-Eseifan.  Three Fires Group.
Opening Statement by Mr. Daube:


MR. DAUBE:  Good morning.  My name is Nick Daube here for Three Fires Group.  I wanted to speak first about the potential settlement of issue number four, which is the question of Indigenous consultations and which I believe is now subject to Board approval.

My client views the establishment of the Indigenous working group as a very promising and constructive step.  It could represent tangible progress in two important ways.  Number one, it provides increased opportunities for discussions on questions of economic partnership with First Nations and the province; and number two, it also offers an enhanced way to include First Nations in planning and decision making on the important matters at issue in this proceeding and otherwise.

We are hopeful that the working group will be successful, of course, but Three Fires is also hopeful that, if it is successful, it will be able to serve as a model supporting greater Indigenous involvement across sector.

As a final point, as may be obvious, this proposal before the Board does come as a result of a great deal of work involving the intervenors and OEB Staff.  My client has been very appreciative of that support throughout, both on the part of intervenors and OEB Staff, and it underscores, I think, the importance of the issues that this working group does reflect and represent.

The balance of Three Fires' involvement in this proceeding will focus on questions of energy transition.  The basic position that my client will assert is that Enbridge has not adequately considered issues of energy transition in this proceeding.  As is likely obvious, the core questions of energy transition extend well beyond Enbridge's operations and extend,  of course, across the sector.  

That means that the lens necessary to answer the central questions on energy transition are either extremely difficult, or perhaps impossible, to answer without the involvement of the sector's other key players and experts.  So there is some question as to whether Enbridge on its own, without extensive collaboration and incorporation of those views, could answer those questions.  

But, regardless of the answer to that basic question, Enbridge's efforts in this proceeding have fallen short and it is clear that more analysis would have been necessary.  

That inadequate attention is most notably demonstrated on the following points:  one, inadequate attention to the viability of alternative pathways; two, inadequate attention to regional considerations; three, inadequate attention to sector-by-sector industry implications; four, the implications for vulnerable and more remote communities, particularly in the context of energy transition, so that includes questions like stranded assets, excessive cost burdens going forward, and increased challenges to transition to different sources of energy as a result of Enbridge's proposed plans.  

So that is the essence of what Three Fires Group will be exploring and asserting in this proceeding.  

As a final procedural note, I just wanted to note that Three Fires Group will be coordinating with Ginoogaming in its questioning, with the aim of making submissions and cross-examinations more efficient, so we will note that as we go.  Thank you.



MR. MORAN:  Thank you, Mr. Daube.  TransCanada Pipelines.  The Vulnerable Energy Consumers Coalition, Mr. Garner.
Opening Statement by Mr. Garnder:


MR. GARNER:  Good morning.  Good morning, Commissioners.  My name is Mark Garner, and I appear for the Vulnerable Energy Consumers Coalition, or also know as VECC.  It is lovely to see you all in the flesh, so to speak, today.  I have the advantage of being the last in line, being VECC, and having listened to many people informed by it.  

Let me just start by saying that I presume you are seeking our opinion on the issues before the hearing and not issues 10, 34, 37, and 40, which are being addressed in written form.  I would just like to say on those issues, though, they are important to us, but we are satisfied with record and happy to proceed in the way that you have set out.  

With respect to the issues that are the focus of this oral part of the hearing, I would also just like to say that our opinions are not set in stone.  We have yet, like you, to hear from the witnesses, and we would like to think that we are open-minded in doing so.  

The other thing I would just like to say on a proviso as I go through these -- I am not sure it's an exhaustive list of our positions on some of the issues that we may make argument on, but let me start with this.  We are generally opposed to the inclusion of integration capital from the deferral rebasing period, which is issue 6.  

We are generally opposed to the adjustment to capital structure as proposed by EGI, which is issue 22.  

With respect to the capitalization methodology, issue 8, our concern is in the method and the application of the method in the post cost of service rate period, specifically in the event that EGI were to seek an ICM and how that capitalization would work.  

With respect to the deferral and variance account dispositions, our position on the TDBA is tied with our position on the integration capital.  We generally oppose the recovery in the APCDA of pensions costs for various reasons, some of which we may wish to explore with the Applicant at this hearing.  

Now, with respect to the issues of site restoration costs, issue 16; depreciation rates, issue 15; charges for customer connections, issue 29; our positions on that are intertwined with the outcome in this proceeding, like many people, with the issue of energy transition and whatever that term ultimately comes to mean in the reality of a Board decision.  

Let me just say, having to listened to everybody in the room, we are somewhat sympathetic to EGI's point that this is about 2024 rates, and that that needs to be dealt with.  Let me also say that we are in general very sympathetic to my friend Mr. Mondrow's points he made earlier and commend the evidence that was put forward by IGUA.  We may end up disagreeing on some detail, but we think the positions he has put forward are ones that we can say we generally share in.  

Our concern on energy transition is that EGI -- or maybe more importantly some intervenors in this proceeding may be premature and ultimately disruptive to a coherent planned approach to both EGI's province-wide integration and the development of a well-planned and well-executed path to net-zero emissions.  

The path toward a low-carbon-emissions society is fraught with uncertainty.  In early days such as these, it can be easy, it is easy, to say things like:  All cars sold are going to be zero emission by 2023.  Has anybody tried to buy an electric car?  So we make the observation that, when society is in the midst of seismic change, speculation is in abundance and anyone and sometimes everyone seems to be an expert.  I just put out:  How many people in this room once bet on Blackberry?  

So, in the world of competition or in the world of choice, consumers can make choices to act in their own best interest to avoid costly, in quotes, pie in the sky failures, and minimize costs to themselves.  

It seems to us one of the questions that is fundamental yet unanswered in here, and taken somewhat for granted as to what the answer is, is the fundamental question as to how the risk of energy transition is actually apportioned between shareholder and customer.  I think there is an assumption that customers have no choice.  

But I just let you turn your mind to the home fuel industry, which was decimated by natural gas.  Customers made choices.  They changed without regulation, to my knowledge, and made those choices rationally.  

So I am just cautious to where we are going forward.  I think that is why we are somewhat sympathetic to my friend's idea that there are stages to this.  

So, the question as to how that risk is shared between shareholder and ratepayer, that affects capital investment, return on capital investment, the accounting of capital investment, and it seems to us some of those questions can't be answered until the Board also considers some of the other actions that are being dealt with by this utility, for instance its change in rate design to change how it collects distribution costs from a more fixed portion to a more gas-related variable portion.  So we just ask that the Board keeps those concerns of ours in mind as it listens to the testimony, especially on energy transition, and it also keeps a bit of skepticism in its mind about whether there is so much certainty right now.  

Finally, I would just like to say a short thing about scheduling.  We expect to fully participate in the hearing.  Like my friend, I believe, Ms. Girvan, I do not expect to do much active cross-examination.  We are largely satisfied with the record, and I am convinced that my colleagues will be canvassing issues like the '23/'24 capital updates much more thoroughly and better than I might do.  I am also keenly aware of the time constraints the Board is under.  We have requested to be at the end of many of the panels and are going to monitor the hearing largely virtually, I think, and be here in person when necessary.  I know that on the current schedule there is some time that we put in that is missing.  We will talk to staff about that.  

But I think what I am asking you is:  We are seeking some flexibility because we don't know.  We put in some time.  We may be longer on some things and shorter on others.  I would just point out that VECC has only asked for less than 2-and-a-half hours out of 18 days.  I just ask you to consider that as we need perhaps flexibility as we go through this hearing.  

With that, those are my remarks.  Thank you.

MR. MORAN:  Thank you, Mr. Garner.  Have we missed anybody?  I am through my list, but I am just wondering if there is anybody who still wants to make an appearance.  I think this is a good point to take the lunch break.  We will resume at 1:00.  Thanks.
--- Luncheon recess taken at 12:06 p.m. 
--- On resuming at 1:00 p.m.

MR. MORAN:  Mr. Stevens, I think we are ready to start with your first Panel, if you would like to introduce them.  And Commissioner Duff will affirm.

MR. STEVENS:  Thank you, very much.  The first Enbridge witness panel, as we all know, will address energy transition issues.  They are found at issue 3 of the issues list.  And as we have heard throughout this morning, there are energy transition implications for some of the other outstanding issues.

This panel will speak to the overall policy and impacts of energy transition for Enbridge Gas in the context of 2024 rates, and beyond, to the degree that that is appropriate.  But there will be some detailed questions about energy transition impacts, for example, in relation to something like equity thickness or depreciation or capital spending or IRP, which will be more appropriate for subsequent panels.  So, should that be the case with questions that are asked, we will direct the questioner to the more appropriate panel, if these folks aren't able to answer the questions.

So, with that, I will address or I will introduce our large witness panel.  We thank OEB Staff for giving up their space so that we can accommodate ourselves.

So I will start with the front row on the left:  Tracey Teed Martin is chief engineer for Enbridge Gas.  Next is Jennifer Murphy, manager of carbon strategy and energy transition planning.  Next is Cara-Lynne Wade, director of energy transition planning.  Next is Malini Giridhar; she is vice president with accountability for regulatory, energy transition, DSM and public and government affairs.

And then moving to the second row, behind Tracey, we have David Shipley; David is senior consultant with the Posterity Group.  Next we have Alex Tiessen; he is a principal with Posterity Group.  Next is Cody Wood, specialist, energy transition with Enbridge Gas.  And finally, in person, we have Andrea Roszell, who is a director with Guidehouse.

Additionally, we have Decker Ringo joining us remotely. Decker is associate director with 2050 Partners and, until very recently, he was associate director with Guidehouse and is an author of the Pathways to Net Zero report.

Just for context as you can see of course, Mr. Ringo is joining us remotely.  And this poses a bit of a problem for us in terms of the witnesses being able to confer.  An arrangement has been made that where it becomes necessary for the Guidehouse witnesses to confer with the Enbridge Gas witnesses, then they will go to both a virtual and a literal breakout room, away from the hearing room, to confer.  We hope that this won't be unduly disruptive to our process.

I will note that the CVs for the Enbridge Gas witnesses are filed at Exhibit 1, tab 1, schedule 5.  And the CVs for the expert witnesses are at schedule 6.

With that, Commissioner Duff, the witnesses are ready to be affirmed.

MS. DUFF:  Thank you, very much.  Why don't I start with you, Tracey Teed Martin?  And what I am going to do is I am going to read the oath to which you can answer.  I am not going to repeat it each time.  I will just then say your name, and if you could say, provide your answer, to the same question.  Understood?  Okay.

So, Tracey Teed Martin, you are about to give evidence in this hearing.  This Panel is dependent on you telling us the truth, and the law requires you to do so.  Therefore, before you testify, I must ask you this:  Do you solemnly promise this Panel that you will tell the truth, the whole truth and nothing but the truth?

MS. MARTIN:  I do.

MS. DUFF:  Do you understand that breaking that promise would be an offence under our law?

MS. MARTIN:  I do.

MS. DUFF:  Okay.  Thank you.  Now, Jennifer Murphy.

MS. MURPHY:  I do.

MS. DUFF:  Cara-Lynne Wade.

MS. WADE:  I do.

MS. DUFF:  Malini Giridhar.

MS. GIRIDHAR:  I do.

MS. DUFF:  Now I have to get the order right.  Is it Mr. Alex Tiessen?

MR. TIESSEN:  I do.

MS. DUFF:  Dave Shipley?

MR. SHIPLEY:  I do.

MS. DUFF:  Cody Wood.

MR. WOOD:  I do.

MS. DUFF:  Andrea Roszell?

MS. ROSZELL:  I do.

MS. DUFF: And Decker Ringo?

MR. RINGO:  I do.
ENBRIDGE GAS INC. - PANEL 1, ENERGY TRANSITION, HYDROGEN/LOW CARBON ENERGY
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MS. DUFF:  Okay.  Thank you.

MR. STEVENS:  Thank you.  We have previously communicated with all parties to indicate our intention to have the witnesses from Posterity Group and Guidehouse accepted as witnesses in the field of modelling and/or analyzing energy transition scenarios that could occur in Ontario.

And as part of those communications, we have clarified for parties that the experts are not providing expert opinions on the best or likeliest path to net zero.  We haven't received any objections from any parties as to these experts being qualified.  I understand from Mr. Millar that the Panel is comfortable with us proceeding on that basis, to have them qualified rather than going through all their qualifications formally.

And so I don't propose to present anything more, unless the Panel prefers.

MR. MORAN:  Yes.  Mr. Stevens, on the basis that we haven't received any objections, we are prepared to accept the witnesses as experts as you are proposing.

MR. STEVENS:  Thank you, very much.

So in Procedural Order No. 6, the OEB asks that Enbridge Gas begin its case with a witness panel to province a summary of the current version of the Guidehouse report.  We are here to do that today, along with an equivalent summary or introduction from the Enbridge Gas witnesses about the role of energy transition in this case.

A couple of days ago, Enbridge Gas circulated presentation materials to all parties.  They don't contain anything new, except for a reference to the June 30 submission that Enbridge made to the Ontario Electrification and Energy Transition panel.  We also provided a copy of that submission.

And then yesterday, we circulated to parties a copy of a recent Ontario government report that may be referenced.  That report is titled, "Powering Ontario's Growth."  And again, it is something that the witnesses may refer to in the course of their presentations.

Just before we start, would it be appropriate to mark each of those four things as exhibits?

MR. MORAN:  Yes, it would, Mr. Stevens.  And if we could comment, the Panel has read all the materials.  So don't feel it is necessary to read the presentations into the record, if that suits you.  Okay?

MR. STEVENS:  Thank you.  I believe that the witnesses are prepared to speak to the high points of what is included in their presentations and sort of provide context and a little bit more detail, where appropriate.

MR. MILLAR:  Mr. Chair, with that, I propose to mark these as exhibits.  First, I neglected to mark the exhibit of Environmental Defence, earlier, the short handout that they provided, summarizing the overview of their position.  We will call that K1.1.
EXHIBIT K1.1:  Handout re Environmental Defence presentation.


MR. MILLAR:  And then, Mr. Stevens, if you don't mind, I am going to just read out an exhibit number and then you can say for me again the name of what the exhibit is --


MR. STEVENS:  Certainly.

MR. MILLAR: ...because I didn't write them all down.  So let's start with K1.2.

MR. STEVENS:  K1.2 I think is most appropriately the presentation from Guidehouse about the current version of the Pathways to Net Zero report.
EXHIBIT K1.2:  Guidehouse presentation re Pathways to Net Zero report

MR. MILLAR:  K1.3?

MR. STEVENS:  Overview of Enbridge Gas's energy transition plan presentation.
EXHIBIT K1.3:  Overview presentation of Enbridge Gas's energy transition plan

MR. MILLAR:  K1.4?

MR. STEVENS:  Enbridge's feedback on the electrification and energy transition panel's consultation, dated June 30, 2023.
EXHIBIT K1.4:  Enbridge feedback on electrification and energy transition panel's consultation, dated June 30, 2023

MR. MILLAR:  And finally, K1.5.

MR. STEVENS:  Ontario government report titled, "Powering Ontario's Growth."
EXHIBIT K1.5:  Ontario government report titled, "Powering Ontario's Growth."

MR. MILLAR:  Thank you.

MR. STEVENS:  And, with that, I believe that the Guidehouse witnesses are ready to commence their presentation.  So perhaps, if you could, Angela, if you could pull up exhibit K1.2.
Presentation by Ms. Roszell:


MS. ROSZELL:  Thank you.  And let's move to the next slide, please.

So just starting off by giving an overview of what the study objective was.  The study objective in this case was to look at net zero economy and to find plausible pathways to get there that looked at all sectors.  Looking at one sector alone wouldn't provide the macro picture to ensure that there aren't unintended consequences.

Through the study, we developed a techno-economic analysis of two decarbonization scenarios, in terms of energy system cost, feasibility, and implications for Enbridge and Ontario's energy system, including the potential role of low-carbon and renewable gases.  Pathway studies are intended to compare potential future scenarios, but not to predict a specific future.  Many variables across the scenarios are varied to model distinct and different potential futures.  The scenario definitions of this analysis represent two different perspectives of what the future state of the energy system could look like and are not predictive or exhaustive of all possible scenarios.

The objective of this analysis was not to determine the best or most likely pathway to net zero for the entire energy system.  Rather, this analysis was meant to examine how Ontario's energy system can support the achievement of net zero emissions in Ontario by 2050, including identifying what investments in electricity, hydrogen, and methane supply capacity storage and infrastructure would be required.  Next slide, please.

Guidehouse configured its low-carbon pathways model for Ontario, which identifies optimized, lowest-cost pathways to achieve net zero within the assumptions of each scenario.  The study was completed at a macro provincial level and did not include analysis at a more granular, regional level.

The low-carbon pathways model looks at the total price tag of capacity expansion required to supply the projected future energy demand.  Scenarios are defined by the modeler and scenario parameters, such as the precent electrification, are used to develop energy demand projections that are unique to each scenario.

The model estimates the cost of installing and operating new infrastructure required to produce, transmit, and store energy sufficient to meet projected demand in each scenario.  Next slide, please.

Both pathways in this case achieve net zero.  Both result in higher peak demand; however, the electrification pathway leads to significant higher peak, approximately double that of the diversified scenario.  This requires more significant scale-up of electric generation, transmission, and distribution assets.  Our analysis founds that a diversified approach that leverages existing gas delivery infrastructure to deliver low-carbon fuels and offer cost savings compared to an electrification-focused approach that would underutilize existing infrastructure, resulting in a lower -- the diversified scenario then results in a lower cost and more resilient energy system.

The analysis also demonstrates the role that gas delivery infrastructure has in both approaches, delivering low-carbon fuels across sectors in the diversified approach and, for hard-to-abate sectors like industry and heavy transport, an electrification approach.  This is consistent with the findings of similar analysis that Guidehouse has conducted regarding utilities' role in energy transition across Europe and North America.

Similarly, these studies consistently found that net zero pathways that focus on a diversified approach can achieve GHG reductions at a lower cost and achieve greater energy system resiliency.  Next slide, please.

Looking specifically at the findings on the gas supply side.  Both scenarios require a substantiate scale-up of renewable natural gas supply capacity and leveraged carbon capture and storage to achieve net zero.  

In both pathways, gas infrastructure must evolve to deliver renewable natural gas and hydrogen.  The diversified scenario requires larger scale-up of hydrogen supply, which is met mostly by domestic production, supplemented with imports from neighbouring regions.  Next slide, please.

Looking now at the key findings on the electricity supply side.  As noted earlier, both scenarios require substantial build-out of electricity-generation capacity.  However, the build-out is more aggressive in the electrification scenario; as noted earlier, almost double the peak of that in the diversified scenario.  The magnitude of the increase in electricity demand will require a significant build-out of generation capacity, T&D infrastructure, and storage capacity.  This higher-peak demand is primarily met by wind- and hydrogen-fired gas turbines.  Next slide, please.

The estimated cost for the diversified scenario, which was $681 billion, is $41 billion less than that of the electrification scenario, which was $722 billion, or 6 percent lower.  The reduced costs are due to less spending on electricity generation capacity and infrastructure, end-user heating systems, and building energy retrofits.

Both scenarios do face implementation challenges.  The diversified scenario relies on customer conversion to hydrogen-consuming equipment, including industrial use and gas heat pumps, as well as more rapid adoption of electrolyser and CCS technologies.  The electrification pathways leads to more rapid growth in electric peak demand, which will require more rapid growth in electric generation capacity to avoid system failures, especially during extreme weather events.

The electricity and gas system will become increasingly integrated in the future.  Gas power generation is going to play a critical role in Ontario's electricity system and electricity generation will shift from natural gas to hydrogen sources.  Energy system resilience will be a key consideration as peak electric demand grows in both scenarios.  The diversified pathway provides resilience and reliability benefits and provides solutions for hard-to-electrify sectors, such as industrial customers and heavy transport vehicles.

We also completed a number of sensitivity analyses, and the key findings of those sensitivity analyses were that lower-cost distributed energy resources could drive increased deployment, which would lead to cost savings in both scenarios.  And then, when looking at hybrid heating systems, those could help drive cost savings further in the diversified scenario of $9 billion relative to the core diversified scenario, which would increase the gap between the two scenarios from $41 billion to $51 billion.  Next slide, please.

Talking through the changes that have happened since the initial report was released.  On March 16, 2023, Guidehouse provided a version of the Pathways to Net Zero report with updated cost results, related to including items that were omitted from the June 22 version of the report.  The cover letter for the March 16th version of the report, in paragraph 3, describes a limited number of changes.  Specifically, the changes were to include costs of new in-province hydrogen transmission; to include costs for methane network O&M; and to include costs for in-province electric transmission.  The changes narrowed the cost differential between the two modelled scenarios by about $13 billion in real 2020 dollars.

On April 21, 2023, Guidehouse provided an updated Pathways to Net Zero for Ontario report to Enbridge.  Prior to issuing the updated Pathways to Net Zero report, Guidehouse provided a summary of the updates that are included in the report.  This summary of updates is presented in a table attached to Guidehouse's April 5, 2023, letter which was filed under an Enbridge cover letter of the same date.

During the interrogatory process in the technical conference, the intervenors identified some parameters which they were interested in seeing greater consistency in across the two scenarios to improve the comparability of specific outputs.  In the course of making these changes, Guidehouse also identified some inconsistencies, for example, the uranium cost in the analysis, that needed to be addressed to improve the comparability of the scenarios.  The changes narrowed the cost differential between the two model scenarios by about $126 billion, reducing it to $41 billion in real 2020 dollars.

Guidehouse cannot provide the specific cost or emission impacts of each individual item that was updated.  This is because our model describes a complex, interconnected energy system, and many of the inputs have interactive effects in the model's decision making.  However, after some investigation, we can name the three changes that were most impactful in terms of the cost gap between the scenarios.  These three changes accounted for about 70 percent of the reduction, and they are:  the change to the uranium cost assumption is consistent across both scenarios; the change to residential end user cost for space heating equipment and retrofits to account for salvage value; and the March 16 update to include transmission and gas O&M cost.

Due to the scope of the Pathways to Net Zero analysis, certain costs were not included.  The actual costs in either Pathway may actually be different if these were included.  Examples of costs which were not included include the value of resilience that the gas system can provide and costs to decommission gas lines or stranded gas assets.

On May 26, 2023, Guidehouse also provided an addendum to the updated Pathways to Net Zero report as a response to intervenor requests by way of undertaking JT 9.16.  This addendum discusses the sensitivity of modeling results to different assumptions related to the emission and production of blue hydrogen.  This addendum showed that the cost differential between compared scenarios is not sensitive to blue hydrogen assumptions, as the main effect of increasing assumed emission rates is to reduce the amount of blue hydrogen that is selected to meet demand.

The cost differential between the diversified and electrification scenarios narrows slightly for the two sensitivity cases, to 34 billion in sensitivity 5A and 29 billion in sensitivity 5B.  While the cost differential has changed overall, the results of these changes and additional analyses do not substantially change any of the conclusions of the Pathways to Net Zero report.  

The Pathways to Net Zero report continues to illustrate the value of a diversified approach to achieving Ontario's net zero goal.  Maintaining and repurposing gas infrastructure as part of a holistic decarbonization strategy as opposed to an electrified-only pathway continues to be the best approach to achieving net zero for Ontario.  This is true because the maintenance and repurposing of gas infrastructure provides greater resilience in the face of extreme weather events, limits the stranded costs of existing infrastructure, and results in a lower cost pathway.  

Guidehouse does not anticipate any further changes to the report, because we do not believe that further revisions would provide additional value to stakeholders.  Other studies that are complete or underway include the Ministry of Energy Ontario pathways study, the CER study which was recently released, and the IESO's pathways study.  Next slide, please.  

Finally, after completion or responding to the additional undertakings, as mentioned earlier, we continue to maintain the recommendations as they stand in chapter 6 of the original report.  For example, gas generation will continue to play a critical role in Ontario's electricity system, and low- and zero-carbon gases like renewable natural gas and hydrogen will play a role in the GHG emission reductions of most sectors.  While electrification remains a powerful tool for reducing GHG emissions, electrification is not practical for all sectors.  The findings also remain consistent with other similar studies and policies across the world, for example recommendations to develop integrated electricity and gas planning; to develop regulatory structures that value energy system resilience; to establish an RNG production binding target; to assess future hydrogen network needs; and to develop pilot CCUS projects to demonstrate the feasibility of CO2 collection, transport, and sequestration.  Thank you.

MR. STEVENS:  Thank you, Ms. Roszell.  I understand, Ms. Wade, that you also have a short presentation on the energy transition plan that Enbridge Gas is presenting.  If I could ask you, please, Ms. Monforton, to pull up Exhibit K1.3.  Thank you.
Presentation by Ms. Wade:


MS. WADE:  Perfect, thank you.  Good afternoon.  Since our last rebasing application, the energy landscape has shifted, and a transition is underway.  Governments at all levels have set greenhouse gas emission reduction targets, and residential, commercial, and industrial customers are looking for ways to lower their carbon footprint.  With over 30 percent of Ontario's energy needs currently being fulfilled with natural gas, Enbridge recognizes that it has and will continue to have a critical role to play in supporting an orderly energy transition.  That is one that achieves greenhouse gas emission reduction targets while also preserving consumer choice and consumers' access to cost-effective, reliable, and resilient energy.  Next slide.  Oh, I apologize.  Next slide.  

How exactly Ontario's emissions reduction targets will be made is not yet clear.  However, despite there being uncertainty about the pace and precise nature of Ontario's pathway to lower emissions, Enbridge Gas has proactively taken critical first steps to study, consider, and integrate energy transition into the company's business and into this application.  In this presentation, I will provide an overview of this work, including Enbridge Gas's energy transition vision, its energy transition plan, and the company's proposed safe-bet actions.  This work was an important first step in what will be an ongoing and evolving process, One that will continually consider changing market trends; stakeholder input; government plans such as Ontario's recently released Powering Ontario's Growth Plan, as provided as part of panel 1 materials and now marked Exhibit K1.5; and, importantly, changing policies that could come as a result of the government's own pathway study and as a result of the recommendations they receive from the electrification and energy transition panel.  

As one of the first steps in considering how energy transition could impact its business, the company commissioned two studies.  Both studies were based on scenario analyses.  These scenarios were intended to inform Enbridge Gas of the impact of various plausible and relevant scenarios.  However, they were not meant to be a prediction of the future, and a probability or a likelihood of either certain occurring was not assigned or ever intended to be implied.  

Enbridge Gas took a two-phased approach to this work.  The first study that Enbridge commissioned was from Posterity, and this was the energy transition scenario analysis work, or the ETSA study.  This first study was done to understand what the impact of energy transition and associated climate policies could be on natural gas demand and Enbridge's system over the next 20 years.  The ETSA project did not reflect economy-wide emissions from other energy sources or activities in Ontario, and it did not include any cost implications.  Four future scenarios were created as par of the ETSA work, a reference case; a steady progress scenario, which is based on known climate policies; as well as a diversified and electricity-centric scenario, both of which are meant to be pathways to net zero.  This work was initiated in August of 2020 to ensure it was completed in time to inform the rebasing-related forecasts.  

The second study that Enbridge Gas commissioned was the Pathways to Net-Zero Emissions for Ontario, or the P2NZ study.  To Enbridge Gas' knowledge, this was the first study of its kind that showed costs of achieving net zero in Ontario.  As Guidehouse just mentioned, it was undertaken to understand if and how net zero could be achieved in Ontario's energy system via two different pathways and the associated impacts on costs, reliability, and resilience.  

The P2NZ study built upon two scenarios identified in the ETSA work as likely to be on a trajectory towards net-zero greenhouse gas emissions by 2050.  These two were the diversified scenario and the electrification scenario.  This study was an economy-wide view, which provides a more comprehensive understanding of how the systems can work together to achieve emissions reductions at a lower cost and in a more resilient way than if segments or parts of the economy are modelled in isolation.  

It is important to reiterate that these two scenarios when defined were not intended to be used as a plan for Enbridge Gas, and they were not intended to be interpreted as the only two ways that Ontario could achieve net zero.  There are other diversified scenarios that could have been modelled.  For example, Enbridge could have included unabated natural gas offset by negative emissions, as the Canadian energy regulator scenario analysis that was just released did.  And it could have included synthetic natural gas, as a Massachusetts study that Mr. Neme mentions in his expert testimony did.  

The same holds true for the electrification scenario.  There are many different permutations of this pathway that could have been modelled.  For example, Enbridge Gas could have included thermal storage or use of electric vehicles as distributed energy resources.  Each pathway chooses specific assumptions or inputs as part of their scenario definition, based on information that is available at the time of modelling and based on plausible changes to what we know today.  Enbridge Gas does not believe that different assumptions make a scenario right or wrong.  They are just that, different scenarios with different assumptions.  

Each pathways study completed contributes to a greater understanding of how different permutations of assumptions could impact a future outcome.  Although electrification often receives the focus, there are no policies mandating electrification or that provide specific direction on the future of the gas delivery system in Ontario, and so understanding these different scenarios is critical to informing the province's next steps.  

Enbridge Gas' P2NZ study was initiated in 2021, once the ETSA work was completed and in time to be considered as part of Enbridge Gas' rebasing application.  Next slide, please.  

As just mentioned, both studies were used as an input to Enbridge Gas' rebasing application.  The modelled results provided by the ETSA project were considered as one of the inputs to the development of the energy transition adjustments that were applied to our company forecasts.  These energy transition adjustments were not meant to and did not replace Enbridge Gas' OEB-approved forecasting methodologies.  The P2NZ study insights were just one input used into the development of Enbridge Gas' vision of Ontario's energy sector as well as the company's energy transition plan and related proposals.  

In addition, the P2NZ study informed decisions on approaches for depreciation, equity thickness, capital expenditure, and rate making.  It is important to note, though, that there were additional inputs that were also used to inform this work, including the current status of federal, provincial, and municipal plans, strategies and policies.  This includes but not limited to the federal government's emission reduction plans and their hydrogen and low-carbon strategies.

From a provincial perspective, it considered the provincial government's 2030 targets and their focus on affordability, reliability and their view on the role for hydrogen and carbon-capture utilization and storage.

Enbridge Gas's customer engagement findings were also used as an input, as well as a review of the electric sector, which highlighted that the planned actions of the IESO to date do not address the uncertainty associated with how the entire economy, including the building sector, will decarbonize by electrification.

Next slide, please.  This slide provides additional information on how energy transition was incorporated into Enbridge Gas's rebasing application.  For forecasting as just mentioned, energy transition adjustments were made to the company's forecast to ensure continued delivery of safe and reliable energy.  These adjustments were made, we believe were reasonable, as they were based on inputs that had certainty based on policy signals, market trends and stakeholder feedback.  These forecasting adjustments will continue to be monitored and they will be evolved.

For planning, the asset management plan and the gas supply plan are based on energy transition-adjusted forecasts.  In addition, integrated resource planning has been incorporated into the planning process and Enbridge has proposed an enhanced distribution integrity management program.  These both recognize and reflect energy transition and help Enbridge manage uncertainty in a way that does not put Enbridge's responsibility and obligation of providing access to safe and reliable energy at risk.

With regard to equity thickness, as previously mentioned, Enbridge Gas has proposed an increase to the company's deemed equity ratio from 36 percent to 42 percent.  And in the context of potential future stranded assets, the proposed equal life group approach ensures a better starting point than an average life group, as it ensures that the consumption of the capital aligns with the benefit of the capital.  In addition, Enbridge Gas has determined that an economic planning horizon is not appropriate at this time.

Next slide, please.  While some assume the only pathway to achieve net zero is the complete electrification of the [audio dropout] demand that is currently served by natural gas, Enbridge Gas's vision is one of a diversified approach.  At a high level, Enbridge Gas defines a diversified pathway as one where energy choices are not mandated by government policy, rather policies enable customers to meet emission reductions targets by making energy choices that meet their affordability, reliability and resiliency requirements.  Energy system utilization and build-out would respond to these customer preferences.

The gas system would serve all sectors of the economy, including buildings, industrial, transportation and power generation.  Customers would have the choice of natural gas paired with carbon capture, utilization and storage, low- and zero-carbon fuels and low-carbon electricity.  Depending on customers' preferences, gaseous fuels could be used to meet year-round requirements, peak season demands, backup for resiliency, or not at all.

Enbridge Gas understands that the pathway and the associated policies reside with the Ontario government, and that not all aspects have yet been defined to align with the company's vision, but acknowledge this.

The company developed an energy transition plan with the following objectives:  support an orderly energy transition in Ontario; maintain alignment with Ontario's energy plans and policies and objectives, and with provincial and federal climate change targets.

As these plans and policies continue to be defined, Enbridge Gas will refine its energy transition plan.  Enbridge notes that in previously mentioned "Powering Ontario's Growth", just released this week, the government has highlighted that natural gas will continue to play a critical role in providing Ontarians with a reliable and cost-effective fuel supply for space heating, industrial growth and economic prosperity.

And they also note that with developments in energy efficiency and low-carbon fuels such as renewable natural gas and low-carbon hydrogen, the natural gas distribution system will [audio dropout] the province's transition from higher carbon fuels in a cost-effective way.

In addition, the Canadian energy regulator's analysis that was just recently released demonstrates that emerging technologies such as carbon capture paired with natural gas and low-carbon fuels can have a key role to play in achieving net zero.

Adhering to these objectives, Enbridge Gas then included within its energy transition plan associated actions and proposals that are considered to be safe bets.

Next page, please.  Enbridge Gas believes that taking no action is not an option.  And so it has proposed a set of actions that it considers to be safe bets.  Enbridge defines a safe bet as an action that can and should be taken now, as it is required regardless of whether or not a diversified or an electrification pathway unfolds in Ontario.  It supports Ontario's near term greenhouse gas reductions, including the achievement of the 2030 target, and it maintains pathway optionality without over-investing in a particular pathway prior to the Ontario government further defining its policies, which all supports government's focus on consumer choice.  And finally, it considers a safe bet if it maintains a safe and reliable system.

Enbridge Gas's safe bets include actions ranging from those with which Enbridge Gas has been undertaking for some time, to actions that the company is in the early stages of exploring.  The company notes that not all safe bets discussed within its plan have associated proposals within the rebasing application.  In some cases, where noted, the safe-bet action requires additional provincial government policies, investments and/or OEB support to move forward.

These safe bet actions include maximizing energy efficiency, increasing the amount of renewable natural gas supply, as this will provide consumer choice and an immediate opportunity to reduce greenhouse gas emissions, and develop an Ontario-based market.

The third safe bet is reducing emissions in the industrial and transportation sector.  This includes supporting customers in their evaluation and take-up of low-carbon fuel gases, to switch away from the consumption of higher carbon-intensity fuels or feedstocks.  This could include customers attaching to the gas distribution system and, if so, these actions must be taken with a province-wide, not-gas-system-only lens, as they support both the customer's own carbon targets and the achievement of Ontario's goals.

The next is coordinated gas and electric system planning.  Enbridge believes that coordinated planning enables optimized pathway modelling by region and that, without it, planning decisions could be made on a shorter term siloed view, and not on the long-term implications of the province.

The importance of coordinated planning has been recognized in the Ontario government's "Powering Ontario Growth" plan.  It highlights that implementing an integrated energy planning process is important in making the most cost-effective decisions necessary to prepare for a clean energy future.  And they note that they are exploring topics such as roles and responsibilities for the province, energy agencies and options to optimize energy demand and decarbonize future energy supply.

The last is supporting consumer customer choice in energy transition journey.  That last safe bet is based on three concepts, that energy consumers should have choice, but until the path to net zero in Ontario is clear, steps should be taken to ensure all pathways remain open and available, for example, studying and piloting hydrogen, and that a safe and reliable system is maintained in a way that considers energy transition, for example, with integrated resource planning.

Next slide, please.  The safe bets that I have just walked through align with Enbridge Gas's recommendation to Ontario's Electrification and Energy Transition Panel.  Enbridge's submission to the Electrification and Energy Transition Panel was included with our panel 1 materials sent to all parties in this proceeding, and is now marked Exhibit K1.4.

I will not read through all of these recommendations; the submission covers in detail each one.  But, at a high level, we have included here the key recommendations we feel important to this proceeding.

Next slide, please.  To close, Enbridge Gas has included the OEB's matters of particular interest in the hearing.  We would just like to highlight the topics that our energy transition panel is prepared to answer.  As Mr. Stevens has mentioned, we will be able to speak to the risks identified in relation to the energy transition, including stranded assets.  However, detailed questions related to system access and system renewal will be directed to the capital expenditure panel and/or customer attachment policies.

In addition, detailed questions related to depreciation approaches, equity thickness and the segregation fund will be directed to those specific panels, where there will be witnesses prepared to speak to the energy transition aspects of those topics.

This panel will be able to answer questions related to the energy transition adjustments made to Enbridge's forecasts.  However, detailed questions regarding how those adjustments were incorporated into Enbridge's existing methodology will be answered by the distribution and transmission planning representatives on the capital expenditure panel.

This panel will take all questions related to hydrogen, and this panel can take high-level questions related to integrated resource planning.  However, detailed IRP questions will be directed to the capital expenditure panel.

Thank you, and that concludes my remarks.

MR. STEVENS:  Thank you very much, witnesses.  The Enbridge witnesses are now ready for cross-examination.

MR. MORAN:  Thank you, Mr. Stevens.  Mr. Poch, I think you are up first.

MR. POCH:  Can you hear me fine?

MR. MORAN:  Yes, we can hear you.
Cross-Examination by Mr. Poch:


MR. POCH:  Thank you.  Panel, just before I get to my cross, I noticed in the presentations today, both the Guidehouse and Enbridge presentation, you didn't mention that your [audio dropout] costs or the practicality of such changes to deliver your scenarios.

MR. MORAN:  Mr. Poch, we lost you for a minute.  I wonder if you could repeat your question.

MR. POCH:  Yes.  [audio dropout] both Guidehouse and Enbridge -- are you hearing me now, sir?

MR. MORAN:  Yes, we can hear you.

MR. POCH:  Okay, apologies for that.  Yes.  In those presentations, you failed to mention that your studies don't include anything about distribution system changes that would be required, the practicality, or the costs of those.  And I am wondering [audio dropout] what the difficulty there was and when you anticipate being able to provide information on that.

MR. STEVENS:  Mr. Poch, I think we lost you partly again.  If you could repeat the question one more time, please.

MR. POCH:  [Audio dropout] if that -- just to see if it is mine.  Yes, I'm just wondering why your presentations didn't make note of the fact that your studies did not look at distribution system changes, the costs thereof, or the practicality thereof for your different scenarios.  And I'm wondering why that was and if and when we might expect such an analysis.

MS. ROSZELL:  Andrea Roszell with Guidehouse.  I think we can respond to the question, given that we've heard it a few times.

I think that you are asking why we did not include the distribution level costs.  Is that correct?

MR. POCH:  [Inaudible]  Go ahead.

MS. ROSZELL:  If I did not note it in my presentation, the analysis that we completed was not a regional analysis.  It was an Ontario-wide study, a single-node study.  So, at this time, we didn't do a granular enough analysis within that Pathways to Net Zero study in order to be able to inform what would be required to assess the distribution costs on both the gas and electric side, in order to transition down either pathway that was modeled.

MR. POCH:  Would you agree that those costs, and the practicality of Enbridge implementing your scenarios, could [audio dropout] --

MS. ROSZELL:  We unfortunately didn't hear the end of that question.

MR. MORAN:  Mr. Poch, I think we're having some technical issues right now.  I wonder if we could just pause for a minute and check with our technical people.

MR. MILLAR:  Perhaps, Mr. Chair, should we adjourn for five minutes?  And, Mr. Poch, if you stay on the line.  Something seems to be impacting the cameras when you speak and it is cutting you off.  You otherwise come through loud and clear, but if you could stay on, it might help us test it.  Panel, perhaps you could retire for a moment and allow us to try and sort this out.
--- Recess taken at 1:40 p.m.
--- On resuming at 2:57 p.m.

MR. MORAN:  Thank you for your patience, and our apologies for the technical difficulties.  Before we resume, just to let you know, we have made an executive decision.  We are going to go all virtual tomorrow to free up the room so that they can work on solving the problem, and then we will let you know what's scheduled for Monday of next week as soon as we can.  

I understand that, Mr. Ladanyi, you have volunteered to step up, so thank you very much.  The Panel appreciates you being ready to go.  Over to you.
Cross-Examination by Mr. Ladanyi:


MR. LADANYI:  Thank you, and I am happy to help the Board and Enbridge.  As you know, I used to work for Enbridge, so this is really kind of reminiscent of the events from 20 years ago, when I used to sit with an Enbridge regulatory panel.  It feels like Old Home Week in some ways.  

Anyways, good afternoon, Commissioners and the panel.  Most of you know me, but, for the record and the court reporter, my name is Tom Ladanyi.  I am a consultant representing Energy Probe Research Foundation.  Energy Probe filed its compendium a few days ago.  Can we have an exhibit number for it?

MR. MILLAR:  Yes.  That is Exhibit K1.6.
EXHIBIT K1.6:  ENERGY PROBE COMPENDIUM FOR PANEL 1.

MR. LADANYI:  Thank you.  I assume the Panel has the exhibit in front of them.  Please turn to tab 1 in the compendium, Exhibit K1.6, And just turn the page over.  This is the Municipal Franchises Act.  I think it is the most recent version.  I hope it is.  I tried to get the most recent version.  Can you confirm that this is a Municipal Franchises Act that is the most recent version?  Are you aware of what it is, perhaps, Mr. Stevens?

MR. STEVENS:  Subject to a check, we so concern.  I am not aware of any recent changes.

MR. LADANYI:  Thank you.  Can you have a look at the definition of the word "gas," which is on the first page.  If I can read it to you: 
"'Gas' means natural gas, manufactured gas, or any liquefied petroleum gas and includes any mixture of natural gas, manufactured gas, or liquefied petroleum gas but does not include a liquefied petroleum gas that is distributed by means others than a pipeline."  

Do you see that?

MS. MARTIN:  Yes, we do.

MR. LADANYI:  Will you confirm that the definition does not mention [audio dropout]


MS. MARTIN:  I do confirm that.  However, manufactured gas is often used interchangeably with town gas, which can contain up to 50 percent hydrogen.

MR. LADANYI:  Thank you.  But that was not in recent years; You were not distributing town gas, were you?

MS. MARTIN:  That is right.

MR. LADANYI:  So I think Consumers Gas and Union Gas probably stopped distributing town gas right around 1955 or so?

MS. MARTIN:  That is right.

MR. LADANYI:  And The pressures would have been much lower at that time in the distributor system in towns?

MS. MARTIN:  Yes, that is right.

MR. LADANYI:  Thank you.  Section 3 on that same page deals with granting of a franchise by the municipality to a utility such as Enbridge Gas.  Can you tell me roughly how many franchises within municipalities does Enbridge hold?  It doesn't have to be an exact number.  Is it a hundred, two hundred; do you have any idea?

MR. KITCHEN:  Mr. Ladanyi, I think that we can confirm the number of franchise agreements, but we serve approximately 400 municipalities.  You also have, then, another complication of upper tier and lower tier municipalities, so I'm not sure if that is enough for you, though.

MR. LADANYI:  Yes, it is.  I just wanted to establish that it is a very large number of franchises.  It is more than I expected.  Think you very much for the information.  So it's a complicated franchise system.

MR. STEVENS:  That was Mark Kitchen who provided the number of municipalities.

MR. LADANYI:  Thank you.  I thought my voice was distinctive, but I will reidentify myself every time.  Can you tell me if a franchise expires if Enbridge does not provide gas distribution in a municipality?  For example, if Enbridge at some future date says that they will no longer provide natural gas to service to a municipality, would the franchise expire then?  Perhaps you can take an undertaking?  Mr. Stevens can possibly provide a legal opinion at that time?

MR. STEVENS:  David Stevens for Enbridge Gas.  Thank you, Mr. Ladanyi.  So, to be clear, you are asking:  Does the franchise expire?  Is that word significant, the word "expire"?

MR. LADANYI:  Yes.  Actually, I am trying to understand:  Does the franchise require Enbridge to distribute gas in the municipality, and, if Enbridge stops distributing gas to a municipality, does that franchise immediately end?

MR. STEVENS:  We can answer that by way of undertaking.

MR. MILLAR:  The undertaking is J1.1.
UNDERTAKING J1.1:  TO CONFIRM WHETHER A FRANCHISE TERMINATES IF A PROVIDER DOES NOT IN FACT DISTRIBUTE GAS TO A MUNICIPALITY.

MR. LADANYI:  Is Enbridge required to continue to provide gas distribution service in a municipality for as long as customers in the municipality need gas?

MS. GIRIDHAR:  Mr. Ladanyi, I am not speaking from a legal perspective, but we would interpret our obligation to serve to include.

MR. LADANYI:  Yes, actually, I think this question -- Tom Ladanyi again -- has a legal answer, and I would say, let's say, a business or perhaps a moral answer.  So the customers have installed gas-fired equipment, and they are using it, and then Enbridge -- I want to know whether Enbridge is obliged to keep serving those customers as long as customers need natural gas.

MR. STEVENS:  Certainly, Mr. Ladanyi, from a legal perspective, I think that's something that we would want to answer precisely, so we would prefer to take it away by way of undertaking, if that is acceptable to you.

MR. LADANYI:  Definitely.

MR. MILLAR:  It is J1.2.
UNDERTAKING J1.2:  TO CONFIRM WHETHER ENBRIDGE IS OBLIGED TO KEEP SERVING THOSE CUSTOMERS AS LONG AS CUSTOMERS NEED NATURAL GAS.

MR. LADANYI:  So, now, can you turn to tab 2, please.  It is a model franchise agreement.  Thank you.  I am actually one of the people who worked on developing the model franchise agreement, so I have some responsibility what is in there, not entirely.  There was [audio dropout]  Can you confirm that this is a form of agreement that Enbridge has with municipalities it serves?  Is this the standard form of agreement?

MS. GIRIDHAR:  Mr. Ladanyi, that is my understanding.

MR. LADANYI:  You can see under Definitions, gas has the same definition again in the model franchise agreement as it is in the Municipal Franchises Act.  Tom Ladanyi, again.  Would Enbridge need to obtain a new franchise agreement with each municipality where it wants to distribute hydrogen?

MS. GIRIDHAR:  Mr. Ladanyi, it is fair to say that there does not at this point exist a regulatory process for the distribution of hydrogen beyond the pilot that exists today, so I am unable to answer that question at this point in time.
MR. LADANYI:  No, I think -- Tom Ladanyi again -- your answer is actually appropriate because I wanted to establish the fact that a lot of regulations and laws have to be changed before you can actually distribute hydrogen.  It is not something that can be done without government activity first.  Would you agree with that?

MS. GIRIDHAR:  I would agree with that statement.  At this point, we have one pilot in existence that allows us to distribute at 2 percent planned.

MR. LADANYI:  And your pilot is in Markham?

MS. GIRIDHAR:  That is correct.

MR. LADANYI:  Did you actually seek permission from Markham Council to inject hydrogen into the distribution system in Markham?  

MR. STEVENS:  Mr. Ladanyi, it is David Stevens speaking.  At the risk of giving evidence, Mr. Kitchen and I were both involved with that proceeding that approved the low-carbon energy project.  And we can advise that certainly the municipality was aware, and that there was contact with affected customers as well as the municipality as the project was being put into place.  But also, as you have heard from the witnesses, it is a low concentration of hydrogen such that it would still qualify under a definition of a natural gas.

MR. LADANYI:  Tom Ladanyi again.  Perhaps this is an engineering question:  So what is this low concentration?

MS. MARTIN:  Tracey Teed Martin:  the low concentration in Markham?

MR. LADANYI:  Yes.

MS. MARTIN:  It is two percent.

MR. LADANYI:  Two percent?

MS. MARTIN:  Yes.

MR. LADANYI:  When does hydrogen cause problems, at what concentrations?  I mean, we know that hydrogen has certain technical issues.

MS. MARTIN:  Sorry, can you repeat the question?  I missed part of it.

MR. LADANYI:  Yes, okay.  So let me give you kind of an example and clarify it, perhaps, for you.  So hydrogen, H2, is a very light and small molecule with a molecular weight of two grams per mole.

MS. MARTIN:  Mm-hmm.

MR. LADANYI:  You know that.  So methane, CH4, is a much heavier and larger molecule, with a molecular weight of 16 grams per mole.  You agree with that?  That is basic physics.  Compared to methane, hydrogen has a greater potential for leakage through seals, gaskets and through pipe wall.  Do you agree with that?

MS. MARTIN:  No, I do not.  The latest research shows that if a system -- it depends upon the pressures it is running at.  But if the system is running at IP pressures, if it is methane tight, it is hydrogen tight.

MR. LADANYI:  Okay.  So this is interesting.  So is there some evidence you can point me to?  That is not in evidence in this case, but is there --


MS. MARTIN:  Yes, there is some recent research that has come out.  So I can provide that.

MR. LADANYI:  At what pressure is that?  What is the maximum thing?

MS. MARTIN:  IP pressures run below 70 pounds. And it is in polyethylene pipelines.

MR. LADANYI:  But does that include gaskets in the valves, for example?  Does it include regulators?  Does it include also threaded joints that are on steel pipe inside homes?

MS. MARTIN:  Yes.  My understanding is at those low pressures, particularly piping in homes, if it is methane tight, it is hydrogen tight.

MR. LADANYI:  Okay.  I would like to see that study.

MS. MARTIN:  Yes.

MR. LADANYI:  Can we have a reference for it, or file it as an undertaking?

MR. STEVENS:  Certainly.  We will file the referenced research that you have requested, about hydrogen in pipeline systems.

MR. MILLAR:  Sorry, J1.3.
UNDERTAKING J1.3:  TO FILE THE REQUESTED DOCUMENT ABOUT HYDROGEN IN PIPELINE SYSTEMS.


MR. LADANYI:  Thank you.  Tom Ladanyi, again:  The other concern with hydrogen is that it -- the lower and upper explosive limits represent the percentage of fuel in the fuel-air mixture that is required for that mixture to ignite.  For hydrogen, the lower and upper explosive limits are four percent and 75 percent, respectively, as compared to natural gas, which is at seven percent and 20 percent.  Do you agree with those explosive limits?

MS. MARTIN:  Sorry, Tracey:  Can you repeat the limit, again?

MR. LADANYI:  Yes, of course.  So I said for hydrogen, it is four percent and 75 percent.  And for natural gas, it is seven percent and 20 percent.  So the objective is to show that hydrogen has a much larger explosive range, particularly in a confined space like a home, than methane would, or natural gas.

MS. MARTIN:  I think we filed in one of our undertakings the upper and lower explosive limits.  My understanding for methane, I thought it was five percent but -- subject to check.  But your upper and lower limit on pure hydrogen is correct.

I would add, though, that our aim is to eliminate leaks altogether and, if we do have a loss of containment, we do not want to exceed the lower explosive limit.  And if you compare hydrogen to methane, they are very similar in terms of the lower explosive limit.

MR. LADANYI:  Thank you.  Tom Ladanyi again:  So the customers would have to rely on you doing let's say whatever modifications are required and doing it correctly, so that there is no particular increased risk to customers who would have hydrogen piped into their homes?

MS. MARTIN:  That is right.

MR. LADANYI:  Okay.  Another concern about hydrogen is that hydrogen has a much faster flame speed that natural gas.  Hydrogen flame speed is 200 to 300 centimetres per second, while methane is only 30 to 40 centimetres a second.  Do you agree with those numbers?

MS. MARTIN:  Yes.

MR. LADANYI:  Thank you.  So would you agree that controlling combustion is much more difficult with hydrogen than with methane?

MS. MARTIN:  Again, I would say with lower level blends, no, I would not agree with that statement.  We are currently testing burning blends up to 20 percent in end-use equipment, and we are finding no issues.

MR. LADANYI:  Okay.  But you don't have a report on that, do you?  You are just testing it, and you have not found an issue.  Right?

MS. MARTIN:  There is a few reports available.  There is a GTI report that says up to 30 percent hydrogen blend is acceptable in end-use appliances.  There is another CSA report that says up to 15 percent.  The report I was referring to is a joint industry partnership that we have with utilities across the country representing 95 percent of the natural gas customers in Canada.  And we are currently performing appliance testing on those.  And I don't believe we have the published report yet, but the latest results show that up to 20 percent were seeing no impact on end-use appliances.

MR. LADANYI:  I don't want to get this hearing to be too technical, and I don't want to give you a hard time.  I am presuming that you are going to file these reports with TSSA, the Technical Standards and Safety Authority, at some point in time, and then they will say what you are doing is safe.  Is that what your planning to do?

MS. MARTIN:  So the end-use appliance testing is one element of the system-wide blending engineering assessment that we are proposing to do over the IRP [audio dropout], and it will form part of that engineering assessment.

When we did our engineering assessment for the Markham pilot, we did file our engineering assessment with the TSSA.  And my intention would be to work closely with them for any future engineering assessments that would look at blending hydrogen on a broader scale.

MR. LADANYI:  I hope this is my last technical question.

MS. MARTIN:  Me, too.

MR. LADANYI:  Because, really, it is kind of going in a slightly different direction than I expected.  Will you need clearance from TSSA that will give you clearance to provide hydrogen distribution service to the public that would -- you are expecting will be setting some maximum limit on hydrogen concentration in gas that is distributed to homes?

MS. MARTIN:  So the TSSA is our technical regulator.  They actually give us a licence to deliver gas.  Their definition of gas is slightly different; it is in O-regs.  My understanding is they don't necessarily need to give us permission to blend.  However, when we did the Markham blending pilot, we did work with them and consult with them on what we were doing.  And we would do so again, in the future, for any other -- any other pilots or blends that we would introduce into the network.

MR. LADANYI:  You are of course aware that hydrogen can cause embrittlement in some types of steel under certain conditions.  Do you agree with that?

MS. MARTIN:  Yes.

MR. LADANYI:  Okay.  So do you agree that some people will not want to have Enbridge pipe hydrogen gas into their homes because of the safety concerns that I just discussed with you?

MS. MARTIN:  Tracey Teed Martin:  Actually, that is not our experience.  In the Markham pilot, we surveyed the customers within the blended-gas area, and we overwhelmingly received positive feedback on wanting Enbridge to pursue these types of pilots to lower greenhouse gas emissions.  So I don't think I would characterize it in that way.

MR. LADANYI:  Do you agree that some municipalities, out of those 400 that were mentioned a little while ago, may not want Enbridge pipelines carrying hydrogen in city streets?

MS. MARTIN:  I am unable to answer that question.  I can't speak for the municipalities.

MR. LADANYI:  Certainly.  Tom Ladanyi, again:  Will Enbridge allow municipalities to opt out when it starts to distribute hydrogen?  So the municipality, if the municipal council says, We do not want hydrogen in our street, under our streets, will you allow them to opt out? 

MS. GIRIDHAR:  I am unable to answer that question, Mr. Ladanyi, at this point.

MR. LADANYI:  Tom Ladanyi again.  So you think this is too hypothetical, you are saying, sometime in the future.  And I think your evidence, and I don't want to get there, is discussing 100 percent hydrogen in some distant future; which I don't know when; let's say 2050.  Would municipalities have to accept that or would they say that they don't want this?  Can they actually say  - in your opinion, can they refuse to allow you to distribute hydrogen in their municipality?

MS. GIRIDHAR:  Malini Giridhar.  Mr. Ladanyi, I think I am going to have to go back to the response I provided earlier, which is that we do not at this point have a regulatory process, a structure, a framework for the distribute of hydrogen and all of these issues would have to be worked out through that process.

MR. LADANYI:  That's right.  Tom Ladanyi again.  My client, Energy Probe, believes in customer choice and believes that customers should have a choice of whether they want to receive natural gas or not, or whether they would rather have electricity, or whether they would rather have hydrogen. So there would be a customer choice.  And similarly, municipalities to have a choice.

Do you believe that municipalities should have choice or not?

MS. WADE:  Cara-Lynne Wade.  Yes, we would agree that municipalities should have a choice of which energy their constituents could receive.

MR. LADANYI:  Thank you.  And I just want to go to a last part.  I don't go what my time is; I haven't been checking it.

If you can go back to my compendium and turn to part 2, rights granted, section 4, which is on the -- can you turn over to rights granted, section 4; municipal bylaws, giving notice.  Okay.  You might have to go a bit up.  Obviously, I am not as prepared as I would have been on Monday, when I was supposed to come.  What I want to cover with you is section 2, yes, rights granted.  Sorry, I looked at the wrong page.  Okay, section 2.  And I don't want to read the entire section 2 into the record.

Are you familiar with that section 2?  Just look at it quickly.

MS. GIRIDHAR:  Malini Giridhar.  Mr. Ladanyi, do you want us do go through the entire section?  I'm looking at  -

MR. LADANYI:  Maybe what your understanding of what rights are granted by the municipality to Enbridge.

MS. GIRIDHAR:  Just give me another minute to look through this.

MR. LADANYI:  Please.

MS. GIRIDHAR:  Malini Giridhar.  Mr. Ladanyi, as far as I could tell, the rights granted include the right to distribute gas to -- yes, if you could just go to section 2 -- the corporation grants Enbridge the right to distribute, store, and transmit gas through the corporation and the inhabitants of those local and lower-tier municipalities, is what I see here.  And then there are additional rights granted with respect to installing gas infrastructure through the municipality that allows us to fulfill that function.

MR. LADANYI:  Right.  So if you look at section 4, duration of agreement and renewal procedures, it talks about the term of 20 years and giving notice, and so on.  Part C deals with the expiration of the agreement.  It says that either party will need to give notice to the other party within two years.  So, if a municipality no longer wanted gas distribution service from Enbridge, it would have to give notice to Enbridge within two years.  Is that right?

MS. GIRIDHAR:  That is correct.

MR. LADANYI:  And likewise, if Enbridge no longer wanted to distribute gas to a municipality, it would have to give notice within two years, as well.

MS. GIRIDHAR:  That is my understanding, Mr. Ladanyi.  And I note that, until such renewal has been settled, the terms and conditions of the agreement shall continue.

MR. LADANYI:  Thank you, yes.  So is your understanding that two parties would then enter into negotiations about disposition of the gas distribution system?

MR. STEVENS:  Mr. Ladanyi, David Stevens for Enbridge.  I note that the witnesses look a little uncomfortable with these questions, so I just wanted to confirm whether these questions are within sort of your responsibility or comfort level, or whether it something that we are better to have other subject matter experts answer in writing.

MS. GIRIDHAR:  Malini Giridhar.  Mr. Ladanyi, this is uncharted territory as far as I am concerned, so I am not comfortable responding to these questions.

MR. LADANYI:  Let me put it another way.  Would Enbridge retain ownership of the gas distribution system in such a situation?  Or would the municipality have to buy Enbridge out, buy the system, if they wanted the pipe?  What happens to the pipe, let's say?  The gas is not being served.  Pipe in the ground throughout the municipality.  What happens then?  Who owns the pipe?  Does Enbridge?

Suppose a municipality tells you, Okay, you can take your pipe and take it wherever you want.  Take it; we don't want it any more.  Can they do that?

MR. STEVENS:  Mr. Stevens speaking.  I am not sure if this is helpful or responsive to your questions, Mr. Ladanyi, and I do not purport to be an expert on the municipality franchise agreement or the model agreement, but I do note that there is discussion in sections 15 and 16 around the disposition of the gas system and the use of the decommissioned gas system which may be responsive to the questions you are asking.

MR. LADANYI:  Yes.  I was actually hoping that the company witnesses would refer to that, but thank you very much.  So for the witnesses, can you have a look at section 15 for example?  Can you have a quick look at it or are you totally unfamiliar with it?

MS. GIRIDHAR:  Mr. Ladanyi, I have just read through sections A and B rather quickly.

MR. LADANYI:  Thank you.  So coming back to what I was originally trying to find out, I mean, in this hearing with energy transition, we are dealing with a lot of hypothetical issues, and this is a hypothetical issue, as well.  There are a lot of implications of what happens during energy transition, and this is one of the implications:  What happens to the gas distribution system and who owns it?  How can it be used?  Does it need to be removed or can it stay there?  These are some of the questions that people have, and quite naturally they should have.  I was hoping that you could provide some answers, but perhaps we will have to wait for your argument in chief to understand where this is going or what you believe in it.

MR. STEVENS:  David Stevens for Enbridge.  The witnesses are expert in many things.  I am not sure this is an area in which the witnesses are expert.  We are not trying to be obstructionist.  If there are particular questions, we are happy to take them away and provide you with an answer, Mr. Ladanyi.

It is not something we would address in our argument in chief, in that it doesn't really form part of any of the relief that Enbridge is seeking in this case.  I mean, I suppose Enbridge will respond to anything it needs to respond to in its final argument, but I don't want to set the expectation that, because a question has been asked, argument-in-chief will address it. 

MR. LADANYI:  I believe these are all my questions.  Thank you very much.

MR. MORAN:  Thank you, Mr. Ladanyi.  Now, Mr. Quinn, I believe you indicated you might be able to go next?

MR. QUINN:  Yes, thank you, Commissioner Moran.  This is Dwayne Quinn on behalf of FRPO.  Can you hear me okay?  Okay, thank you.  In the brief recess we had, I worked with Enbridge staff and asked that they just be prepared to pull up a couple of exhibits.  I thought if I could ask Laura to pull up Exhibit I2.6, FRPO 42.  Thank you so much.  Sorry.  
Cross-Examination by Mr. Quinn:


Good afternoon, Panel.  I want to acknowledge up front that, while we had an hour scheduled for Monday, I had already this morning limited our time for 20 minutes, so I won't be here with you for an hour, but hopefully we can cover this successfully.  I want to focus, if I may, on these interrogatories because we are asking about Enbridge evidence, and I will state for the record the evidence states in Exhibit 2, tab 6, schedule 2, page 32 that they:  
"Create alignment in the organization by establishing an asset management policy, strategies, and objectives that link to company strategic priorities."  
So, just starting as a global question, would you agree the corporations create business strategies to follow the incentives that they are offered?

MS. GIRIDHAR:  Mr. Quinn, I would say that that is a somewhat simplistic rendering of business strategies.  Companies create business strategies to meet the goals that they set out for themselves.  Those goals would typically include serving their customers, meeting the needs of their shareholders, and ensuring, obviously, that they have a satisfied and fulfilled workforce.

MR. QUINN:  And are all of those goals measured and tied to management incentives?

MS. GIRIDHAR:  Malini Giridhar here.  There may or may not be a complete mapping of the goals of the company to a business scorecard, so to speak, if that is what you are referring to.  But, in general, management would establish priorities for the short, medium, and longer term, and they may show up in different structures to ensure that there is proper focus on those priorities.

MR. QUINN:  I don't want to go too far on this, in this area, but you have opened up that it is broad.  One of the things I believe I heard you say is "serving the customers."  That would include aspects such as meter-reading and rendering of bills; would that be in your customer service objectives and goals?

MS. GIRIDHAR:  I believe that is a part of the service quality.

MR. QUINN:  It is part of the service quality indicators for the board.

MS. GIRIDHAR:  Yes.

MR. QUINN:  But are there management incentives tied to meeting those service quality indicators?

MS. GIRIDHAR:  Well, Mr. Quinn, there are times when I recall seeing that in our business scorecard, and there are other times when it has not been there.  I mean, I think generally in the setting up of a business scorecard the company has to be cognizant of the amount of space there is and the amount of weight it can apply in order to be meaningful.  So I can certainly recall years in which that has been included, and complying with the service quality indices is definitely a focus for the company, and it has been communicated to its employees.

MR. QUINN:  I want to make sure we are clear before I move on.  You are using the term "business scorecard."  Are you referring to the scorecard that is presented to the OEB on an annual basis, or are you talking about a scorecard for which management incentives are tied?

MS. GIRIDHAR:  It was my understanding that you were referring to the -- by referring to the term "management incentives," I presumed that you were referring to our business scorecard.

MR. QUINN:  So the business scorecard, including meter-reading performance, in your recollection is tied to management incentives?

MS. GIRIDHAR:  My recollection is there are years where it might have been on the business scorecard and other years where it might not have been, but, regardless, the employees of the company definitely receive management focus in order to achieve those service quality indicators.

MR. QUINN:  I don't want to put you on the spot.  I would be able to accept this by undertaking.  Can you confirm whether that has been and was the case for 2021 and 2022?

MR. STEVENS:  David Stevens for Enbridge.  Can you help me, Mr. Quinn?  When you say whether that was the case for '21 and '22, I understand you are asking whether certain elements were included on what is being referred to as the "business scorecard."  Can you just confirm what those elements are?

MR. QUINN:  The element I was referring to -- Dwayne Quinn on behalf of FRPO.  The elements I was referring to were management incentives tied to performance and, in this case, a metric that is specific to meter-reading and billing performance.

MR. STEVENS:  Perhaps you can help me, Ms. Giridhar.  Is there a single management scorecard, or are there different score cards for different roles?

MS. GIRIDHAR:  Perhaps the confusion may be with the use of the word "scorecard."  There is a business scorecard for the business unit, that includes certain items with weights such that the weights can be meaningful and can drive the appropriate focus within the company.  In addition, employees in different functions have certain goals on which their personal performance is assessed, and something like this may feature, for example, in the goals of employees in a particular area, that are particularly focused on customer service.  It may not be, for example, in the goals of an individual working in the regulatory department.  So there are these two approaches that the company's management team utilizes to ensure that employees focus on the right things.

MR. STEVENS:  So, with that context, Mr. Quinn -- sorry, David Stevens here -- is there one or the other of those items that you are seeking?

MR. QUINN:  Dwayne Quinn on behalf of FRPO.  I am talking corporately.

MR. STEVENS:  The overall business scorecard?

MR. QUINN:  The overall business scorecard, yes, and, if it helps, senior management incentives tied to performance of the scorecard.

MR. STEVENS:  Enbridge can agree to provide the most recent business scorecard.

MR. QUINN:  2021 and 2022 is what we requested.  Is that available?  Dwayne Quinn on behalf of FRPO.

MS. GIRIDHAR:  Mr. Quinn, this is Malini Giridhar.  It is my understanding that they are available.

MR. STEVENS:  We are prepared to provide that undertaking, Mr. Quinn.

MR. QUINN:  Thank you.

MR. MILLAR:  It's J1.4.
UNDERTAKING J1.4:  TO PROVIDE THE OVERALL BUSINESS SCORECARD AND SENIOR MANAGEMENT INCENTIVES TIED TO PERFORMANCE OF THE SCORECARD FOR 2021 AND 2022.

MR. QUINN:  Thank you, Mr. Millar.  I may have got us sidetracked, but I will try to get back on track.  These interrogatories, 42 and 43, for which we will turn up in a moment, pertain to more of your asset management and capital practices, and so we would ask, we asked in our question -- we would like to understand better the strategic priorities which figure prominently in this section.  We asked:  Are there any Enbridge Gas Inc. strategic priorities linked to return on investment, explicitly or implicitly?  Now, we read in the next -- Laura, if you don't mind moving to FRPO 43, there is an answer that we referred to.  I want to focus on the second sentence.  That says:  
All non-union employees of Enbridge Gas Distribution and Storage business unit receive a short-term incentive based on a scorecard that includes a metric tied to EBITDA from growth capital."

Going back to Ms. Giridhar, that this is the scorecard that you are referring to when you used the word "scorecard" for management incentives?  Is that correct?

MS. GIRIDHAR:  Malini Giridhar:  That is correct, Mr. Quinn.

MR. QUINN:  Okay.  Thank you.  So I asked initially along the lines of, first, Enbridge Inc.  And so this answer pertains, that you provided, Enbridge Gas distribution and storage, is that Enbridge Gas Inc.?

MS. GIRIDHAR:  Malini Giridhar:  Mr. Quinn, gas distribution and storage is the term used to define a business unit within Enbridge Inc.  The vast majority of it is Enbridge Gas Inc.  My recollection is there may be one of the utilities, Gazifère, which Enbridge operates in Quebec.  That may be part of this scorecard.

MR. QUINN:  Okay.  I am not sure anything turns on it, but you said the majority is Enbridge Gas Inc., the distribution company?

MS. GIRIDHAR:  That is right.

MR. QUINN:  And I don't want to provide testimony, but what I heard you say and you can confirm if I am wrong is that the Enbridge Inc. component would be related to storage in the non-utility business.  Is that correct?

MS. GIRIDHAR:  Could you repeat that question, Mr. Quinn?

MR. QUINN:  Sure.  I apologize if I wasn't clear.  The Enbridge Inc., you said it was Enbridge Gas Inc. and Enbridge Inc.  And it says "gas distribution and storage."  My assumption is it is the non-utility aspect of Enbridge Inc. that is tied to that scorecard also?

MS. GIRIDHAR:  Mr. Quinn, I did not say this was Enbridge Inc.'s scorecard.

MR. QUINN:  Okay.

MS. GIRIDHAR:  We were talking about the gas distribution and storage business unit.  And I was referring -- I think you referred to Enbridge Gas Inc., and I confirm that Enbridge Gas Inc. is a component of gas distribution and storage, but it is not a one-for-one mapping.  There are other entities within it.

MR. QUINN:  Okay.  I may have misheard it.  So I will just go back to the original question that we had asked, and that is in (a) of 42, if we would scroll up, please, Laura, to the previous interrogatory?  We had asked:  Are there any Enbridge Inc. strategic priorities linked to return on investment explicitly or implicitly with the context of capital growth, which we were asking about.

MS. GIRIDHAR:  My apologies.  Mr. Quinn, was that a question?

MR. QUINN:  Yes.  Are there any Enbridge Inc. strategic priorities linked to return on investment, explicitly or implicitly, that relate to capital growth?

MS. GIRIDHAR:  Understood.  Mr. Quinn, again Malini Giridhar:  I think that the response at FRPO 43 is referring to the gas distribution and storage business unit as a business unit within Enbridge Inc.  And the business scorecard for all of the business units must meet the strategic priorities of Enbridge Inc., given that it is Enbridge Inc. that is the shareholder of the business unit.

MR. QUINN:  I am going to leave that for a moment; I may come back, because I am not sure I understand the distinction you are making.  Maybe I will just try to ask this one final question:  Is Enbridge Inc. management incented for capital growth inside of Enbridge Gas Inc.?

MS. GIRIDHAR:  If I could just clarify the question, Mr. Quinn?  Are you asking me if the executives of Enbridge Inc. have incentives tied to the performance of Enbridge Gas Inc.?

MR. QUINN:  The capital growth of Enbridge Gas Inc.

MS. GIRIDHAR:  Of Enbridge Gas Inc.  The specific metric referred to here, EBITDA from growth capital, relates to Enbridge Gas distribution and storage's business scorecard, which includes Enbridge Gas Inc.  To the extent that Enbridge Gas Inc. is owned by Enbridge Inc. and there are other entities owned by Enbridge Inc., it would contribute to the overall EBITDA from growth capital, overall.  So, in that sense, it is a subcomponent of the total.  Does that answer your question?

MR. QUINN:  Of the total that Enbridge Inc. executives have incentives tied to that metric?

MR. STEVENS:  If I may, Mr. Quinn, it is David Stevens speaking:  Are you asking whether Enbridge Inc. executives have specific incentives that are directly or specifically tied to Enbridge Gas Inc. growth?

MR. QUINN:  Yes.

MR. STEVENS:  Or are you asking whether Enbridge Inc. executives have incentives tied to overall enterprise growth, which may include Enbridge Gas?

MR. QUINN:  It is the former.  You used the word "growth", and I would specify it as "capital growth."

MR. STEVENS:  Is that something that you know the answer to, Ms. Giridhar?

MS. GIRIDHAR:  Subject to check, Mr. Quinn, my understanding is it is the latter that Mr. Stevens described --


MR. QUINN:  Okay.

MS. GIRIDHAR: ...that, as a component of Enbridge Inc., the performance of -- or the growth performance of Enbridge Gas Inc. would be a factor.  But there is no direct correlation.

MR. QUINN:  Okay.  That is helpful at this point.  Thank you, Mr. Stevens, thank you, Ms. Giridhar.  I am just going to ask one more question specific to this reference.  And yes, thank you, Laura, for bringing it back down.  The first sentence says:
There is no unique incentive specifically for management that is tied to capital installation completed."

In context of the discussion we have just had, Ms. Giridhar, is the word "unique" placed in there because it is part of a scorecard?  Or could you define better for us what "no unique incentive" refers to?

MR. STEVENS:  If I may, I am sorry to keep interrupting, Mr. Quinn.  But could we just scroll up on this question?  We are switching between Enbridge Gas Inc. and Enbridge Inc., and I am just curious as to whether you are asking about unique incentive for Enbridge Gas executives or Enbridge Inc. executives?

MR. QUINN:  We asked the previous question, Mr. Stevens, asking about both.  But then we were referred to this interrogatory response, and so I am trying to understand the interrogatory response as to who it refers to, Enbridge Gas and Enbridge Gas Inc.  The conversation we just had was helpful to a good extent and, rereading the record, I think I may get it, finally.

But I am asking about the word "unique" placed in here in context.  Is there something else I am missing?  Or is the word "unique" tied to the fact it is a scorecard, not a unique metric?

MS. GIRIDHAR:  Malini Giridhar:  Mr. Quinn, I do not recall crafting this response, so I will answer it to the best of my ability.  In my view the use of the words "unique incentive" refers back to the question that asks, "Are there any management incentives tied to an increase of capital installation completion?"

So what this answer is trying to explain is that there is no incentive tied to the completion of projects.  The incentive is we have a specific metric tied to EBITDA growth from growth capital.  And, as you know, there are many reasons why the company spends capital; some of it might drive growth, some of it might drive maintenance or other priorities.

I think the use of the words "unique incentive" was really with respect to -- you know, there is no unique incentive for capital installation or reduction in capital investment.  That was the sense in which the word "unique" was used.

I think you can also interpret it to say that this is not unique to management.

The second sentence refers to all non-union employees; therefore, it refers to all non-union employees.  It is not unique to management.  So I think you can interpret it in both ways, in terms of who it applies to and what it applies to.

MR. QUINN:  Okay, thank you.  Dwayne Quinn on behalf of FRPO.  So these incentives are  - and correct me if this is incorrect  - the incentives are tied to capital growth overall.

MS. GIRIDHAR:  EBITDA-generating capital.

MR. QUINN:  Just to understand this in context, do you have incentives that are tied to staying under annual operating budgets?

MS. GIRIDHAR:  Mr. Quinn, I do not have the score card in front of me, so excuse me; I am talking from my recollection.  We certainly have financial targets that we need to meet every year and it would be difficult to meet those financial targets if we exceeded our operating budgets.

MR. QUINN:  Would you like to take an undertaking just to confirm if, in fact, there are incentives tied to staying under annual operating budgets?

MS. GIRIDHAR:  Mr. Quinn, we agreed to provide the score cards for 2021 and 2022.

MR. QUINN:  Oh, okay.

MS. GIRIDHAR:  And that might be helpful in answering those questions.

MR. QUINN:  Sorry if I was starting to interrupt.  You are going to provide the complete score cards, then, for 2021 and 2022?

MS. GIRIDHAR:  That is true.

MR. QUINN:  We will examine that aspect when we see them, so thank you.

So where I'm going with this, Ms. Giridhar, is because we asked about, "Are there incentives tied to reducing the actual capital invested?"  And I'm hearing no.  Is that correct?

MS. GIRIDHAR:  I am just -- Mr. Quinn, I am just going to repeat the sentence here.  I think we do say here there is no unique incentive tied to the reduction of invested capital.

MR. QUINN:  Okay, thank you.  So I did spend some time trying to go through the record to understand this because we clearly -- and it was part of our opening summary  - we clearly support the enhanced Distribution Integrity Management Program as it relates to the extending of service life for asset.  But what I didn't see and I haven't seen, and maybe you can point it to me if it is somewhere on the record:  Has Enbridge proposed any incentives for extending the service life of assets?

MS. GIRIDHAR:  Malini Giridhar.  Mr. Quinn, I think it is fair to say that Enbridge believes in the prudent expenditure of capital in all instances and, therefore, I don't know that we necessarily need incentives to do the right thing.  The right thing is to be prudent in how we spend capital.

MR. QUINN:  I respect that, and I think what I am hearing is that there is no incentive tied to extending service life of assets.  Is that correct?

MS. GIRIDHAR:  Other than the fact that extending the life of the assets is the prudent thing to do when the life can be extended cost effectively, that is the right course of action for management to take and would result in the right financial outcomes for the company.

MR. QUINN:  I still don't -- I am working through your wording, but I am not hearing yes or no.  Could you help us with that?  Is Enbridge proposing, in any way, an incentive tied to extending the service life of assets?

MS. GIRIDHAR:  I have difficulty responding to the question, Mr. Quinn.  If you are asking me is there a line that I can point to on the business score card that says that extending the life of Enbridge's assets by a certain number of years would result  - you know, or there is a metric associated with it, the answer is no.

However, the asset management plan is focused on ensuring that the company maintains its assets in a good state of repair and delivers safe and reliable service to its customers.  As part of fulfilling that obligation, the company is very focused on ensuring that it has the right asset management framework in place such that the asset life can be extended in a way that is cost effective.  

And that is the basis of the substantial programmatic spend that is incurred every year to ensure that these assets that are already invested in continue in a good state of repair.  And, to the extent that that is not cost effective, that is the point at which replacements are considered.

MR. QUINN:  Dwayne Quinn on behalf of FRPO.  Having gone through your asset management plan a number of times, I understand some of the wording that is in the asset management plan.  What we have now, and what is in front of the Board, is the idea of an enhanced Distribution Integrity Management Program which ratepayers support on the basis of extending service life, but I don't see a financial incentive necessarily tied to extending the service life of assets.

If I give you an example, if you have an asset that has completely depreciated, it is fully amortized, and there is opportunity to, in a novel or effective way, extend that service life as opposed to replacing it, would that not be an opportunity for the company to recognize creating appropriate incentives to do that?  On behalf of FRPO, we would appreciate having the asset life continue, as opposed to replacing it with a new asset, which might not see the economic planning horizon of its complete service life.

MS. GIRIDHAR:  Mr. Quinn, I don't believe this panel can speak in any detail to the asset plan or the execution of the capital budget.

MR. QUINN:  I want to differentiate -- I apologize, but I want to differentiate my question.  I am not asking about the specifics of your asset management plan.  I will reserve those questions for your capital panel.  I am asking what I understood to be the policy energy transition panel about incentives, regulatory incentives, that would incent the company to consider, and potentially implement, programs to extend service life.

MR. STEVENS:  Mr. Stevens on behalf of Enbridge.  A couple things, Mr. Quinn.  First, on the question you have just asked, I believe that the capital panel will be better place to talk to you about where incentives should or should not be in terms of the implementation of the capital plan.  I have heard the witnesses try to answer your questions, and I am not sure they will have anything more to add.

But the second thing I wanted to bring up, and I was just trying to wait for an appropriate spot, is  - and this is somewhat relevant to undertaking J1.4  - it has been brought to my attention and I had forgotten, and I apologize, but JT1.08 from the technical conference includes the business unit score cards for 2022 and 2023.  So that information is on the record and, if it is helpful, I suppose we can pull it up while you are asking your questions, rather than asking them in a vacuum.

MR. QUINN:  I appreciate that Mr. Stevens.  With the amount of evidence, it is understandable that we all have forgotten some things that are on the record, but we still would like the undertaking for 2021 to be fulfilled, because I don't know that we have seen that and I want to see in context.

But specific to the last points that we were talking about in terms of capital and extending service life and any regulatory incentives, I am hearing I should now ask the capital panel if there is anything on the record that the company has proposed, specific financial incentives to extend the service life of assets.

MR. STEVENS:  David Stevens for Enbridge.  Please do ask the capital panel, although I believe this panel has already indicated that those items are not explicitly part of the score card.  I don't think you will hear anything different from the capital panel.  But if your questions are around what should happen in the future, then the capital panel is probably better positioned to answer questions particularly directed at capital programs.

MR. QUINN:  Okay.

MS. GIRIDHAR:  And, Mr. Quinn, I might just add, with respect to the example that you put out there, in terms of an asset that has reached its depreciated life, it is my understanding that we do not abandon assets simply because they have reached the end of the depreciated life if they continue to be used and useful for the future.  So I just wanted to make sure I provide that perspective in the context of the example that you provided there.

MR. QUINN:  Okay.  I will talk to the capital panel, but I will take Mr. Stevens' offer to pull up the scorecard for 2022, at the very least.  But, while we are doing that and while we still have Guidehouse with us, is Guidehouse aware of recommendations made in Europe to look at the opportunity of incenting companies to extend the service life of fully depreciated assets?

MR. STEVENS:  This is David Stevens for Enbridge.  I'm curious.  Maybe you can help me, Mr. Quinn, as to how that is a question properly posed to Guidehouse in the context of them appearing today to talk about the Pathways to Net-Zero report.

MR. QUINN:  Thank you, Mr. Stevens and Commissioner Moran.  I thought I heard Ms. Roszell speaking in her summary about Guidehouse's monitoring of -- and I don't want to put words in your mouth, so you can come with your words, Ms. Roszell, but monitoring Europe and the innovations that are going on in Europe addressing energy transition.  Possibly you could help the Panel with what you had said, and then, Mr. Stevens, if you are comfortable, I would still ask that question.

MR. STEVENS:  David Stevens for Enbridge.  My concern, Mr. Quinn, is not to expand the scope of what Guidehouse has talked about today.  If it is helpful to you for Guidehouse to speak about what they may or may not have observed, without taking a view on it, then that is fine with me.  I certainly don't know whether Ms. Roszell has any particular knowledge about these types of reports, but please go ahead and ask your question.

MS. ROSZELL:  Andrea Roszell with Guidehouse.  While we do do work in Europe, that isn't the jurisdiction I am actually focused on.  I lead the Canadian energy providers team, and so we work closely with our European colleagues where relevant to collect data or to do jurisdictional scans.  But, in this case, I don't have that specific answer, and I don't know that my European colleagues would know what is on a business scorecard in Europe, either.

MR. QUINN:  So, Respecting Mr. Stevens' concern about scope, would Guidehouse be able to simply ask if they have that information and, if so, file it with this Board?

MR. STEVENS:  David Stevens for Enbridge.  With respect, Mr. Quinn, again I repeat my concern that this really isn't the subject matter for which Guidehouse has attended today, so I really don't believe that it is necessary for the purpose of this proceeding to have Guidehouse do that searching on a totally different area just because they are a wide organization.  I would respectfully decline to answer the commission, but, of course, I am in the Commissioners' hands.

MR. QUINN:  If I may, Commissioner Moran, I just want to say that I am not asking them to search and figure it out; I am asking if they have awareness and could file what their European branch, for lack of a better term, may already have that may be helpful to this Board.

MR. MORAN:  Mr. Quinn, just to help the Panel, can you just be a bit more specific about the information that you are seeking from Ms. Roszell?

MR. QUINN:  Yes, thank you.  I was looking at how European, notwithstanding the changes that have happened in Europe in the last 18 months, how European countries have been dealing with this.  In my limited understanding and research, I understood that they are taking many, to use the term, "pathways" towards doing this, one of which is incenting utilities, considering the incenting of utilities to extend the service life of assets as a regulatory tool to put proper incentives in front of those utilities to create the outcomes that they are seeking in terms of energy transition.

MR. MORAN:  So, in other words, you are looking for Guidehouse's knowledge in relation to strategies used in other jurisdictions in addition to the strategies that Ms. Roszell is speaking to in the Ontario context or in the Canadian context?

MR. QUINN:  Well said, sir.

MR. MORAN:  Okay.  Just a moment, please.  Mr. Stevens, to the extent that Guidehouse has knowledge available to it with respect to how other jurisdictions deal with incentives for life extension of assets, let's have it.  If Guidehouse doesn't have that, then that is their answer.

MR. STEVENS:  Thank you, Commissioner Moran.  To be clear, the undertaking would be for Guidehouse to advise of its readily available information about how European jurisdictions incent utilities to favour the extending of asset lives?

MR. MORAN:  Right.  We are not asking Guidehouse to carry out any research independently of what they already know.  If they have the knowledge institutionally and it is accessible and easy to get for us, then let's have it.

MR. STEVENS:  Thank you, understood.

MR. MORAN:  And this may tie into the larger question relating to incentive rate management in phase 2, anyways, so let's just not bury it too deeply yet.

MR. STEVENS:  Thank you.  I think our concern, to be fair, was we were hoping not to embark on a new research project.  Should the work exist, then we will produce what is appropriate.  If I may while I still have the microphone -- David Stevens for Enbridge -- we have identified that the 2021 scorecard has also been produced, and it is part of or it is the attachment to Exhibit I.2 SEC 79.  So, hopefully with that, we won't have to do anything more for J1.4.

MR. MILLAR:  And I will mark the new undertaking as J1. 5.
UNDERTAKING J1.5:  IF POSSIBLE, GUIDEHOUSE TO PROVIDE INFORMATION ABOUT HOW EUROPEAN JURISDICTIONS INCENT UTILITIES TO FAVOUR THE EXTENDING OF ASSET LIVES.

MR. MORAN:  Mr. Quinn, I think we can mark the undertaking relating to the scorecard as fulfilled at this point.

MR. QUINN:  Yes, sir.  Dwayne Quinn on behave of FRPO.  Thank you for the undertaking, the new undertaking, and I respect that the previous undertaking has been fulfilled, so thank you on that account.  Honestly, I lost my place.  I think, given the guidance I have had to ask further questions to their capital panel, I think those are my questions today, Commissioner Moran, and thank you to the Panel for hearing our questions today.

MR. MORAN:  All right.  Thank you, Mr. Quinn.  Mr. Stevens, I think given the time, 4:07 now, maybe our best path forward is to adjourn until tomorrow morning unless, Mr. Elson, you are prepared to volunteer some questions at this point.  But I am not sure to what extent you might have coordinated with Mr. Poch on that.

MR. ELSON:  Commissioner Moran, I could ask maybe 10 minutes of questions.  The issue with me proceeding was that I would have a number of questions sprinkled throughout my question that go to Mr. Ringo, who is not here, which is why I can't sort of start from the beginning.  I could ask a couple of follow-up questions on hydrogen blending, but I am also happy to begin tomorrow.  I am in your hands.

MR. MORAN:  Okay.  Well, maybe we will just begin tomorrow, then, with Mr. Poch.  And it is going to be all virtual, so there is no need to show up in this room, for anybody.  We can all do it from wherever we would normally virtual hearings.

MR. BROPHY:  Commissioner Moran, it is Michael Brophy from Pollution Probe.  Just based on the questions that were from FRPO and Energy Probe, we do have, say, two or three questions.  We could take the 10 minutes off our time on Tuesday if it was appropriate, or we will just keep them, keep them on our list if you prefer, and not use them today.

MR. MORAN:  Are you proposing to ask them now?

MR. BROPHY:  I can do that.  Yes.

MR. MORAN:  Then please go ahead.  Okay.
Cross-Examination by Mr. Brophy:


MR. BROPHY:  Okay.  Thank you.  So just for the court reporter, it is Michael Brophy on behalf of Pollution Probe.

There were a few issues that had come up today.  I just thought it would be most [audio dropout] and just to ask these questions while the issues were top of mind for the Panel.

I guess the first one goes off of what Mr. Ladanyi had asked in relation to natural gas and hydrogen, and some of those issues.  So the first question may be for Ms. Teed Martin.  I am not sure; you can decide among the panel.

So the first one in relation to natural gas:  When it burns, it is a blue flame.  And my understanding from, you know, training, and some of the fitters that I had dealt with, is looking for that blue flame is one of the procedures that is used to see if gas equipment is burning efficiently.  Is that still accurate?

MS. MARTIN:  For natural gas, yes.

MR. BROPHY:  Okay, thank you.  So it still relevant today.  And then can you confirm that when you burn hydrogen, it is actually invisible?  You can't see the flame at all?

MS. MARTIN:  At a hundred percent, that is right.  But there are additives that you can add, similar to odorant, to make it smell.  You can add elements to hydrogen to make it visible.

MR. BROPHY:  Okay.  Thank you, for that.  And so, you know, I am not going to go down the road of the safety concerns because I am sure that there would have to be, you know, development of those in order to deal with visible flames.  And you said the odorant and the smell and those things.

But, you know, a large portion of what Enbridge customers use natural gas for today is things like fireplaces, stoves in the kitchen.  And how would that work for say a fireplace or cooking on a gas range, if the flame is invisible? Isn't there an inherent issue with that?

MS. MARTIN:  As I said, we are investigating opportunities to add something to the hydrogen in hydrogen blends to ensure that it is visible.

MR. BROPHY:  Okay.  So you don't have anything today, but you are investigating potential in the future, to be able to do that.

MS. MARTIN:  No.

MR. BROPHY:  I am sorry, that is a no?  What I said is incorrect?  Or?

MS. MARTIN:  No, we are not looking at something today.  But I would say this:  In the near term, we are likely looking at lower blends, so somewhere in the neighbourhood of 15 to 20 percent.  At those blend levels, the mixture behaves very much like natural gas.

MR. BROPHY:  Okay.  And then just to confirm, though, if you were to blend higher levels of hydrogen, there is nothing today that would make it visible that you could add?  You are considering --


MS. MARTIN:  I believe there are some experimental elements.  I can't name them off the top of my head.  I will say that part of the system-wide engineering assessment that we are planning on doing over this IR term, we are going to look at all of the implications of blending at different levels, including and up to a hundred percent.  And certainly we would not put a plan in place that would cause an unsafe situation, and we would take steps to mitigate any unsafe situation.

MR. BROPHY:  Okay.  Thank you for that answer.  I know in the Guidehouse report and I am not going to ask Guidehouse about this:  It identified certain regulatory issues, such as regulation of hydrogen.  But then again, in Enbridge's presentation this morning, I think it was K1.3 is your presentation on slide 8.

One of the items -- actually this one, yes -- no, that is the right reference.  One of the elements was to expand regulatory oversight of the OEB to include hydrogen.  Do you recall that?  I don't remember who on the panel.  I think it was Ms. Wade that might have spoken to that deck.

MS. WADE:  Cara-Lynne Wade:  Yes, that is correct.

MR. BROPHY:  Okay.  Thank you.  So does that mean currently the OEB does not have regulatory oversight for hydrogen?

MS. GIRIDHAR:  It is our understanding that the term used is hydrocarbon, but in relation to the OEB's jurisdiction.  So, in our View, blended -- the blended product as we have proposed, it falls within the OEB's jurisdiction.  We were referring to sort of the not necessarily blended, but hydrogen as a product would need a regulatory framework.  And we are recommending that the OEB be the regulator, the economic regulator for hydrogen systems.

MR. BROPHY:  Okay.  So just to be clear, in your submission to the Ontario panel and in your deck, when it says Enbridge is recommending to expand regulatory oversight of the OEB to include hydrogen, I guess I am unclear on what you mean by that.

MR. STEVENS:  Michael, it is David Stevens on behalf of Enbridge:  I think we are veering into a legal question.  So I just want to assist a little bit.  The OEB Act is clear about what jurisdiction the Ontario Energy Board has.  And, you know, for present purposes, we are concerned with the regulation of gas.

And the OEB Act has a somewhat expansive definition of gas similar to what Mr. Ladanyi took us to in the model franchise act, if not identical.  And so it includes things like natural gas, manufactured gas, synthetic gas if I recall; I am going by memory.  But there is a number of items.  And Enbridge Gas is of the view that blended hydrogen, at low levels, fits within those definitions.

However, if we were to go all the way to pure hydrogen, that is not something that is contemplated by the OEB Act.  And so there would need to be changes to the OEB Act to either expand the jurisdiction for the regulation of gas to also include hydrogen.  Or there might need to be a whole new set of rules around the regulation of hydrogen.

But I think what Enbridge is putting forward in its various submissions is these that rules and these permissions and these oversights don't yet exist.

MR. BROPHY:  Okay.  Thank you, for that.  So initially, I thought I was hearing you say that you don't need anything changed for the OEB to regulate blends of hydrogen.  But then I think you finished by saying that is still needed.  And I think the differentiator was under the up to two percent project, pilot project that the OEB approved.  That is a very small blend.  I think that is what you are maybe referring to, is the OEB might have the ability to approve hydrogen projects up to two percent.  But then when you get above that, you would need some sort of other changes.  Does that sound correct?  Or am I missing something?

MR. STEVENS:  David Stevens on behalf of Enbridge again:  And Panel, please, if I am straying beyond my role as counsel, please let me know.  I am not trying to take undue liberties.

MR. MORAN:  Mr. Stevens, you are not.  But I was going to suggest that the question of the scope of the Board's jurisdiction as defined in detail, as Mr. Stevens pointed out, I think is best a matter for legal argument.  I am not sure that any of the current witnesses have a basis on which to answer a question in terms of what the scope of our jurisdiction is when it comes to the definitions.

MR. BROPHY:  Okay, yes.  Fair enough, yes.

MR. MORAN:  We are interested in the answer to this question, don't get me wrong, but I am not sure that we [audio dropout] with this panel.

MR. BROPHY:  Sure. And it is Michael Brophy on behalf of Pollution Probe.  I just made a note when I saw the presentation and that item this morning.  I thought there might be some clarity on what it meant, but it sound like there is still some uncertainty there.  Thank you for that.

The last question I had was in relation to Mr. Quinn trying to track the visibility of accountability through Enbridge in relation to certain items, and Enbridge has confirmed that those score cards were already filed, which is great.  

There was some discussion previously, and I won't get into detail around it, but Enbridge has this business position called a Director of Energy Transition Planning, which I think was talked about, and I think there was a IR response, 1.6-CCC-22, where it asked for what the responsibilities were for that position.  And the response indicated three things: Number one, carbon and energy transition planning; number two, carbon strategy; number three, integrated resource planning.  All of those seem very relevant to this proceeding.

I am wondering, I didn't see the actual job description in the response to the CCC interrogatory.  Is that something that Enbridge is able to provide for that position?

MR. STEVENS:  David Stevens on behalf of Enbridge.  The role you are describing is Ms. Wade's role, so perhaps she could just describe it for you.

MR. BROPHY:  Well, it may be Ms. Wade's role today; it may be somebody else's a month from now.  What I would like to do is just get the objective job description, rather than one person's interpretation of what that job description says.

MR. STEVENS:  I mean, to be fair, a month from now, the job description might be different, if a different person was being sought for it.  I am not sure how a job description is more useful than the person in the job describing what they do.

MR. BROPHY:  So you are refusing to provide the job description?

MR. STEVENS:  David Stevens for Enbridge.  I am simply questioning the usefulness of that exercise.

MR. BROPHY:  You may recall, in the technical conference, Enbridge confirmed that that business position is the hub for all those three areas.  It is the leadership role that would provide the guidance to all of the staff at Enbridge in relation to those three items.  What we are trying to do is understand in more detail, from the job description, how that actually happens.

MR. STEVENS:  David Stevens from Enbridge.  With respect, Mr. Brophy, we have Ms. Wade and we have the person to whom Ms. Wade reports here.  I can't think of a better resource to ask those questions than those people.

MR. BROPHY:  I am at the panel's discretion.

MR. MORAN:  Mr. Brophy, why don't you try a few questions for Ms. Wade and we will see where it takes us.

MR. BROPHY:  Sure.  Okay, can you tell us about the deliverables for each of those three items under your job description.

MS. WADE:  Cara-Lynne Wade.  Sure.  I will start with the integrated resource planning element of my role.

So the deliverables related to integrated resource planning are the operationalization and the implementation of the OEB IRP decision.  That includes overseeing all of the related regulatory aspects, so the annual plan, the pilots, and looking for non-pilot IRP plan opportunities.

The next portion of the team is the carbon strategy.  That is our scope 1 and scope 2 emission reduction strategy work, and so looking at the planning and strategy for the reduction of emissions related to our own operations.

And then the first one was the carbon and energy transition planning.  That is related to the oversight of the regulatory implementation of the federal carbon pricing program, the collection of remittance, and all processes related to that work, as well as the Pathways work that has been presented here today and all of the energy transition planning work that is part of the rebasing application.

MR. BROPHY:  Okay, thank you for that.  The reason this came up in relation to score cards and governance and transparency is to understand a bit more about the inability for Enbridge to meet the IRP goals, as was highlighted by Mr. Quinn this morning, who is a member of the IRP technical working group.  In those reports, there was a fair degree of uncomfortability with the progress and ability to achieve what was intended to be achieved.  Typically, score cards and objectives link to the goals to be achieved and you either meet those objectives or you do not.  

So the next question is:  Are you able to share a copy of the objectives for the 2022 and 2023 fiscal years for the Director of Energy Transition Planning?

MR. STEVENS:  David Stevens for Enbridge.  Can I have a moment just to confer with my regulatory colleagues.  Thank you.

If I may, I just have a quick question for the witness before answering this.  Ms. Wade, is there sort of personal or sensitive information that would be contained within the score card  that would be problematic for disclosure purposes?  And I should be clear for the record.  I don't think there is a request for a completed score card, but rather what the metrics are.

MS. WADE:  Cara-Lynne Wade.  No, I don't think there would be anything sensitive.  And if I could take the opportunity to note that Enbridge Gas has met all of the directives as part of the IRP plan.  I just wanted to make sure that that was clear, as well.

MR. STEVENS:  Thank you.  So in answer to your question, Mr. Brophy, yes, Enbridge Gas is prepared to provide the 2022 score card for the --


MS. WADE:  Excuse me  -

MR. STEVENS:  The 2022 objectives.

MS. WADE:  That's right.

MR. STEVENS:  For the Director of Energy Transition role.  And I know you asked for the 2023 objectives.  Would I be right, Ms. Wade, to assume that those are available?  Then we will also provide the 2023.

MR. MILLAR:  It is J1.6. 
UNDERTAKING J1.6:  TO PROVIDE THE 2022 AND 2023 OBJECTIVES FOR THE DIRECTOR OF ENERGY TRANSITION ROLE.


MR. BROPHY:  Okay, thank you very much for that.  I am assuming those objectives exist, and I know there is a regular time period for Enbridge to respond to undertakings.  I would just ask that, if it is something easy to do, they be provided more expediently just because they would help with the oral proceeding portion, if that is possible at all.

MR. STEVENS:  David Stevens for Enbridge.  We'll see what we can do.  If your question is to provide them within the next day, we are in a difficult spot in terms of communicating with the witnesses while they are on-panel, so I don't want to leave any impression that answers will be provided from any particular panel while they are still giving testimony.

MR. BROPHY:  I understand that, and I take it that you will do what you can to expedite it.  Thank you.  Those are the only follow-up questions based on the issues earlier today.  Thank you very much.

MR. MORAN:  Thank you very much Mr. Brophy.  You have successfully run out the clock for us, so we will adjourn until tomorrow morning at 9:30.  Thank you very much.
--- Whereupon the hearing adjourned at 4:28 p.m.
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