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Monday, July 31, 2023
--- On commencing at 9:32 a.m.


MR. MORAN:  Good morning.  Before we continue with questioning, are there any preliminary matters?
Preliminary Matters:


MR. STEVENS:  A couple of brief things, thank you.  Good morning, everybody.

First is a question for the Panel.  At the beginning of the hearing the settlement proposal was filed and the Panel indicated that it was generally acceptable, but you had in mind a process for some clarification questions, and we were curious as to whether there are any more details about that.

MR. MORAN:  Certainly, yes.  So, since opening day in the hearing, some more documents were filed.  And, as a result of our review of those, we no longer have any clarification questions so we will be releasing a decision shortly, approving the settlement agreement.

MR. STEVENS:  Very good.  Thank you very much for that.  It's appreciated.

And one other preliminary matter.  I believe this was mentioned earlier, but one of the witnesses on this panel is in Chatham and, rather than coming back for a few hours this morning, he is joining us by Zoom link.  That is Mr. Bashualdo-Hilario.  So he is available.  We can see him on the screen there, but he is not sitting in the same seat he was on Friday.  Or Thursday, excuse me.

MR. MORAN:  That's fine.

MR. STEVENS:  And, with that, the panel -- the witnesses are ready to continue.

MR. MORAN:  Thank you, Mr. Stevens.  Now, Ms. Girvan, I think we are still in the middle of your cross-examination.  Are you ready to proceed?

MS. GIRVAN:  Yes, thank you.

MR. MORAN:  Okay.
PANEL 10 - CUSTOMER ATTACHMENT POLICIES, MISCELLANEOUS SERVICE CHARGES (EXTRA LENGTH CHARGE) (resumed)
Faheem Ahmad,
Ian Macpherson,

Hulya Sayyan,

Gilmer Bashualdo-Hilario,
Malini Giridhar, Previously Affirmed.
Cross-Examination by Ms. Girvan (cont'd.):


MS. GIRVAN:   Panel, on Thursday, when we were discussing these issues, I just wanted to be clear that, today, you have lots of customers that have been connected to your system through different ways.  Some have paid a CIAC and some have not.  Some are continuing to pay through the system expansion charge, and some are being funded through government programs.  Would you agree with that?

MR. MACPHERSON:  Yes, we would agree with that.

MS. GIRVAN:  Okay.  And there are subsidies across your system.  Right?  That's just the nature of postage stamp rates.  Isn't that correct?

MS. GIRIDHAR:  I would agree, Julie, that postage-stamp rate-making could result in cross-subsidies between customers, but the premise is they are reasonable subsidies and postage stamp.

MS. GIRVAN: Okay, thank you.  And, Ms. Giridhar, my next questions are for you.  I think, at the beginning of your -- I think it was your examination-in-chief -- you sort of set out some perspectives on some of the proposals potentially being advanced in this proceeding, and one comment that I heard is that, with respect to review of E.B.O. 188, it is the company's position that that will be undertaken through [audio dropout].  That would include potentially [audio dropout] et cetera, and I just wondered, is that still your position?

MR. STEVENS:  Mr. Girvan, it's David Stevens speaking.  I'm afraid that your video and audio cut in and out during your question, so we only got some of it.

MS. GIRVAN:  Okay, I'm sorry.  This never happens to me, but anyway, can you hear me now?

MR. STEVENS:  We can.

MS. GIRVAN:  Okay.  Ms. Giridhar, my question was to you.  And I think it was earlier in your examination-in-chief, and it may have been actually within the context of the energy transition panel, and I think your comments were that, if there was going to be a review of E.B.O. 188, that that should be done in a broader context which would potentially include the government of Ontario and others.  Is that still the company's perspective?

MR. GIRIDHAR:  That is -- the company's perspective at this point, Ms. Girvan, is that we had a conversation earlier in the proceeding about the issue of notice, and the company is of the view that this panel is able to rule on issues related to the revenue horizon related to E.B.O. 188.

MS. GIRVAN:  Okay.  So you no longer think that a broader review is required?

MR. GIRIDHAR:  With respect to the revenue horizon, that is correct.

MS. GIRVAN:  Just with respect to the revenue horizon?

MR. GIRIDHAR:  Well, I believe that is the issue that has come up in this proceeding.

MS. GIRVAN:  Okay.  Now, with respect to that particular issue, and specifically Mr. Neme's proposal to reduce the revenue horizon to 15 years, I think you spoke about this in your examination-in-chief and I just wanted to get some clarity around your perspectives on that.   What is Enbridge's position on that particular proposal?

MR. GIRIDHAR:  So with respect to -- so, Ms. Girvan, if you will be patience with me, I think I will try and respond in a broader context.  But, with respect to the 15 years proposed by Mr. Neme, we do not agree with it.  In the first place, furnaces last more than 15 years; 18 to 20 is the number that most furnaces last, perhaps even a little longer.  We don't agree with 15 years; however, for a number of reasons -- and, if you don't mind, I might just go through that.

MS. GIRVAN:  Sure.  Go ahead.

MR. GIRIDHAR:  So the first thing is, you know, Mr. Neme's analysis in terms of operational savings, the first thing I would say there is that even Mr. Neme acknowledged that cold-climate heat pumps might revert to resistance heat for a few hours.  We actually think it is more than a few hours.  We know that cold-climate heat pumps, at least the ones being sold today, are rated to minus 15 degrees Centigrade and, in Toronto, our peak design conditions are minus 24 degrees Centigrade.

The reason I mention that is because we have to acknowledge the issue on the electricity system.  So, if you are going for a 15-year life, you are assuming that the electricity system is going to be able to handle the peak day demands, or peak hour demands, even with cold-climate heat pumps, and I don't believe that is the case.  So we think the revenue horizon needs to be something longer than that, because that's what it will take.

The other issue we have is that we have to balance both access to energy for new customers with the impacts on existing customers.  So we acknowledge, as Mr. Rubenstein took us through, that there is greater uncertainty from a forecast perspective, both in the number of customers, how much gas they will use, and how that might evolve.  We know that the company [audio dropout].  But that has to be looked at in the context of energy access for new customers.

Now, if, even with the cold-climate heat pump, you have to plan for resistance heat, these far more efficient homes will still need incremental peak capacity.  We estimate that will be something like 4 to 5 kilowatts.  Multiply that by 150,000 or 200,000 homes, which is what the province wants to build every year under the Build Homes Faster Act, or whatever -- I can't remember if that's exactly what it's called -- that 600 to 800 megawatts of additional capacity hasn't been planned for, so there is an issue there.  If you reduce the revenue horizon to an extent where customers don't want to connect to gas, but you also don't have the electrical capacity for this faster rate of home building, then we have an energy access issue that has to be balanced.

We also have a sustainability issue here, because the reality is that, even though we are a summer-peaking jurisdiction, we used 6,000 megawatts of gas-fired generation in 2021 and 2022 on peak days, and that actually is more GHG emissions per kilowatt-hour than if you actually use a gas furnace.  So it doesn't work from a sustainability perspective, either.

So there are a number of reasons why the 15 years doesn't work, if it imposes a burden on customers such that they cannot access the gas system.

MS. GIRVAN:  Okay.  Do you believe that 20 years is more appropriate?

MR. GIRIDHAR:  I think, in the context of 20 years, my understanding is that the customer contribution impacts will be similar to 15.

And I think the other perspective I brought in in my direct the other day is:  What does 20 years say in terms of our assumptions about how long people stay on the gas system?  Twenty years basically assumes that every customer connecting in 2024 and beyond is getting off the system in 20 years, and I think that has wider implications for how we look at depreciation and equity thickness.

I'm going to presume your next questions are about 25 and 30 years?

MS. GIRVAN:  No, no.  Actually, I think I'm pretty clear on your perspective.  The one thing, I guess, I would say is that some parties may advance the fact that a full contribution should be required from customers; effectively a zero.  So I suspect that your position is the same with respect to that?

MR. GIRIDHAR:  Yes.  I think that is an even stronger case in terms of not being balanced between existing and new customers, and denying new customers access to energy by putting such a stringent requirement, you know, in addition to which there actually is no instance where new customers have to pay their full connection costs and pay the same distribution rate as everybody else.  And we know we don't have two tiers of rates in terms of the distribution charge, so that would be a cross-subsidy from new customers to existing customers.

MS. GIRVAN:  Okay, does Enbridge have an incentive to keep the 40 years?

MR. GIRIDHAR:  I don't believe we do.

MS. GIRVAN:  Okay.  Would that not amount to greater rate base for Enbridge?

MR. GIRIDHAR:  I think, if I may, Ms. Girvan, I think we want to have the right balance between new and existing customers.  In the long-term, we want to make sure we are expanding rationally, so I think whatever the Board deems is the rational expansion of the gas system is something that we are committed to doing, so 40 years has worked very well to date.

I think we've been able to demonstrate that our rolling portfolio contributions of, you know, close to 1.5 or certainly far in excess of 1 means that the addition of customers has resulted in lower rates for everybody, so 40 years has worked well.

MS. GIRVAN:  It has, but the context is changing.  You would agree with me there?

MR. GIRIDHAR:  I would agree with that.

MS. GIRVAN:  Okay, and you mentioned on Thursday, as well, that one of the problems of requiring customers to pay 100 percent of the cost to connect, you'd have new customers [audio dropout] --


MR. MORAN:  Ms. Girvan --


MS. GIRVAN:  -- and, in that case -- sorry?

MR. MORAN:  Sorry, Ms. Girvan, you are cutting in and out again.  I'm wondering if you should try without your camera.

MS. GIRVAN:  Definitely.  I'm trying to turn it off.  There we go.  Is that better?  Sorry.

MR. MORAN:  Yes, that's good.  Thanks.

MS. GIRVAN:  Okay.  Sorry about that.  I guess I was putting the question to you that you had mentioned that requiring customers, new customers, to pay 100 percent of their contribution would result in them subsidizing existing customers, and I wondered if you had considered in that context a credit of some sort or a rate rider or a reduction in the contribution to reflect this cross-subsidy.  Is that something you've considered or looked at?

MR. GIRIDHAR:  We have not, Ms. Girvan.  That is not our proposal.

MS. GIRVAN:  Okay, thank you.  You mentioned the E.B.O. 188 policy that requires 40 years in the feasibility studies; have you ever undertaken a feasibility study for less than 40, using less than 40 years?  Do you ever do that, or is it always 40 years?

MR. BASHUALDO-HILARIO:  We've only used 40 years, which is set out in the EBO1188 guidelines.

MS. GIRVAN:  Okay, so your perspective is that it is a requirement?

MR. MACPHERSON:  That's right.  The requirement is set out that we comply with, appendix B of E.B.O. 188, per section 2.2.1.

MS. GIRVAN:  Okay.  In Mr. Elson's compendium on page 7 -- and we don't necessarily have to pull it up, but that looked at the various scenarios under different years of revenue horizon, and I just wondered why the 20 years, which is what you've said is the life of a furnace, I just wondered why you didn't include 20 years in that analysis and if you could.  I mean I guess you could do the math because it's illustrative, I think, but I just wondered if it's possible to get the 20-year numbers.

MR. STEVENS:  Excuse me.  It is David Stevens speaking.  Ms. Monforton, would you be able to bring up that page, just so that we can all be in the same place when we're talking about what's being requested?  I believe it is page 7 of the Environmental Defense compendium.  Perfect.  Thank you.

MS. GIRVAN:  That's correct.

MR. STEVENS:  So that's the Enbridge Gas document.

MS. GIRVAN:  I am just wondering if you could provide the numbers for 20 years.

MR. STEVENS:  We can provide that.

MS. GIRVAN:  Okay.  Thank you.

MR. MILLAR:  That's undertaking J11.1.
UNDERTAKING J11.1:  RE EXHIBIT K10.3, PAGE 7: ENBRIDGE GAS TO PROVIDE THE 20-YEAR FIGURES FOR THE VARIOUS REVENUE HORIZONS.


MS. GIRVAN:  Now, has Enbridge done any analysis in terms of trying to get a sense of what levels of customers' contribution in aid of construction are prohibitive?  Have you done any analysis in that way to say, you know, what's too much for customers' willingness to pay?  Have you looked at that?

MR. MACPHERSON:  I think, as we've already said, this wasn't our proposal and, as such, we have not undergone customer surveys to review this type of topic.  There was engaged -- customer engagement related to different combinations of the extra-link charge and what would be an appropriate length or free allowance, but, to the extent that a new revenue horizon may be involved, we have not undertaken any evaluation.

MS. GIRVAN:  Okay, thank you.  Ms. Giridhar, Mr. Garner took you a few weeks ago, I think during the energy transition panel, to the natural gas expansion program, the government's program.  And it -- he took you to, I think, an introductory section, and one of the comments was expanding natural gas to communities to make life more affordable.  I just wondered:  Does Enbridge continue to support that program in the context of energy transition?

MR. GIRIDHAR:  Ms. Girvan, Enbridge continues to support energy access for customers wanting to move to natural gas, and my understanding is we have 22 of the 26 projects that were awarded in Phase 2 -- I may have the numbers slightly off -- that are still in development related to community expansion.  We continue to work on completing these projects.  However, that is subject to the 40-year revenue horizon that was used for assessing the feasibility that was then presented to the OEB among a list of, I think, over 200 projects that we had analyzed and that subsequently formed the basis of the government awarding those projects and awarding the grants which were subsequently enshrined in a regulation.  So, we are committed to executing on those projects.

MS. GIRVAN:  You haven't expressed any concerns to the government about the nature of the program?

MR. GIRIDHAR:  I have -- I, I, I have not been involved in discussions with the government, and I don't believe we have expressed any concerns to date --


MS. GIRVAN:  Okay.  Thank you.

MR. GIRIDHAR:  -- on those projects.

MS. GIRVAN:  Okay, and do you know if they are going to expand the program, at all?  Do you have any sense of that, of expanding the grants?

MR. GIRIDHAR:  I have not seen anything concrete in that regard, Ms. Girvan, but I do remember there were some conversations about whether there might need to be a subsequent phase 3 because, as you recall, there were over 200 applications from various municipalities seeking natural gas access, and the number of communities that were offered it was, I think, in the 20s, I think 25 or 26 communities, so that was approximately a little over 10 percent of the intake.

MS. GIRVAN:  So it's possible it might be extended?

MR. GIRIDHAR:  I suppose it might be, just because of the amount of interest that was expressed, but I have not seen any announcement that there would be a --


MS. GIRVAN:  Okay.

MS. GIRIDHAR:  -- third phase.

MS. GIRVAN:  Just one last question:  If the OEB required you to change the E.B.O. 188 policies, either with no revenue horizon or, say, 20 years, 15 years, would Enbridge need to phase this in or could you proceed to do it in 2024?

MR. STEVENS:  It is David Stevens speaking, Ms. Girvan.  I believe Enbridge provided an undertaking to answer that, essentially that same question in writing.

MS. GIRVAN:  Okay, okay.

MR. STEVENS:  I'm sorry.  I don't have the precise number in front of me, but I do recall it, and I see some nodding heads from my regulatory colleagues.

MS. GIRVAN:  Okay.  If that's the case, that's fine.  Thank you.  Those are my questions.  Thank you.  Sorry about the audio. 

MR. MORAN:  Thank you, Ms. Girvan.  GEC is up next.  Mr. Poch, are you ready to proceed?
Cross-Examination by Mr. Poch:

MR. POCH:  I am here.  I am just seeing -- yes.  There, I am.  Good morning, Commissioners, good morning, panel.  Ms. Monforton, could you turn up JT 3.11 as updated?

If we scroll down, you will see there you have indicated that the cost to connect a new or existing home in the legacy Enbridge territory is $5,673, and it takes 31 years to recover that in distribution rates.  And then it's a higher number for Union in a shorter period, but you weren't able to separate out households from other customers in the Union case.  So I'd like to discuss the Enbridge numbers, by way of example then.

First of all, can we then turn to I.ADR.3?  And we will keep that number in mind, and we will turn to I.ADR.3.  And I don't have a lot of references, so I haven't provided a compendium; so please bear with me.

And here, you indicate that the net present value of capital that can be supported by a single residential customer over 15 years is $3,658.

So am I understanding this correctly that if a new Enbridge residential customer leaves after 15 years in -- at least in net present value terms, it will have contributed $3,658 towards the $5,673 cost of connecting that customer?  Is that correct?

MR. AHMAD:  Yes, that is correct.

MR. POCH:  So, in effect, it would leave a connection tab, if you will, unpaid, of the difference between those, which I calculate as $2,015.  Correct?

MR. AHMAD:  Yeah, that's correct.

MR. POCH:  All right.  Now earlier, you referred to your rolling portfolio profitability index of -- you are achieving about 1.5, and that's assuming 40 years of revenue, correct?

MR. AHMAD:  Yeah, that is correct.

MR. POCH:  And is -- is the higher-than-1.0 rolling PI you mentioned because you are experiencing an average 31-year payback, rather than 40 years?  These are related?

MR. AHMAD:  Sorry.  Can you repeat the question, please?

MR. POCH:  The higher-than-1.0 rolling PI you have mentioned, that's attributable to the fact that, on average, these projects are paying back in 31 years, rather than the 40 that the -- that you are allowed?

MR. AHMAD:  Yeah, that is correct.  But there is a rolling project portfolio, and this particular calculation as you mentioned, that -- on JT 3.11, so that is specific to residential customers, which includes new construction, residential, as well as residential conversion or infill customers.

MR. POCH:  All right.  Okay.  Now, Ms. Giridhar, you suggested that customers will contribute something to other system costs other than their own connection costs, that is, but is that true only if they stick around more than the 31 years you have been experiencing, on average, the average customer?  If they are don't stick around for more than 31 years, they are not contributing anything to system costs other than their own connection cost.  Is that fair?

MR. GIRIDHAR:  Mr. Poch, I was referring to the fact that we have the normalized system reinforcement cost that is included in the calculations of feasibility.  So, in effect, they begin to contribute towards the reinforcement costs that have been put in place for future growth as a result of that calculation.  And I don't believe you have to wait 31 years for that.  It's included in the calculation.

MR. POCH:  I understand.  And that would be your estimate of what reinforcement has taken place in the last decade that is supporting their connection.  Fair?

MR. MACPHERSON:  That's right.  It's either 10 years or 20 years, but typically 10.

MR. POCH:  All right.  Now the E.B.O. 188 guideline does allow you to hook up a home or a subdivision that only achieves a PI of 0.8 over 40 years.  Correct?

MR. MACPHERSON:  That's correct.

MR. POCH:  And the PI of 1.0 applies to the rolling portfolio; that is the mix of projects?

MR. AHMAD:  So, the difference between the rolling project portfolio and the investment portfolio is the rolling project portfolio applies to all new projects, excluding the services which are connected to existing mains, whereas the investment portfolio includes everything, which is every -- which is added in a test year.

MR. POCH:  All right.  But if I understand this -- correct me if I'm wrong -- you could have hooked up a subdivision that only gets 0.8 at year 40.  And if that's the case -- first of all, that's possible if it's in a mix that's -- on average, does better.  Is that fair?

MR. AHMAD:  Actually, the E.B.O. 188 does provide that flexibility to utilities to connect customers at a profitability index as low as 0.8.  But we mentioned in our policy document at -- which is Exhibit 1, tab 15, schedule 1, attachment 1.

We mention that although the PI, 0.8 is -- we can apply it for a project assessment.  But we generally prefer not to apply, when we apply that to select circumstances like system reinforcement projects.  So currently, our threshold for testing the feasibility of the project is 1.0.

MR. POCH:  All right.  That is as a matter of practice.  But the rule would, in fact, allow you to do a 0.8 over 40 years?

MR. AHMAD:  Yeah, E.B.O. 188 does allow that.

MR. POCH:  All right.  And so, in that scenario, a project that just met that criteria would -- those criteria, would not pay for itself for roughly 50 years.  Correct?  I am just increasing the 40 by the 20 percent or the 25 percent.

MR. AHMAD:  Yeah, it is possible.  Yes, it should be more than that, more than 40 years.

MR. POCH:  It would be roughly 50 years.  Is my math correct?

MR. AHMAD:  I have not done those calculations.

MR. POCH:  All right.  Well, I'm just taking 40 and dividing by 0.8, and it gets you 50, I believe.  That's how you --


MR. AHMAD:  But that --


MR. POCH:  Sorry, go ahead.

MR. AHMAD:  E.B.O. 188 also clarifies that utilities have this flexibility to use a PI of 0.8 for select projects.  However, they are accountable to manage their portfolio, both investment portfolio and rolling project portfolio, above 1.0.

So, we still maintain on a portfolio basis, a PI of above 1.0 so that the existing ratepayers are protected.

MR. POCH:  All right.  You understand that we are not just worried about the economic impact here; we are also -- the immediate economic impact or the portfolio impact -- we are worried about the creation of underutilized or stranded assets and how long they may -- you know, they could be around for.  So that is the genesis of my question.  But let me leave that.

Now you provided in your compendium at table 2 these different blended revenue horizons, assuming customers, different percentages of customers, leave at year 20.

I am wondering why you picked year 20 when I think we have heard the average life of a furnace is 18 years.  Am I correct that that's your assumption as well, 18 years for a furnace?  That's what the DSM numbers tell us.

MR. GIRIDHAR:  Yes, Mr. Poch, we picked 20.  I mean, it's not outside the realm of possibility; 18 is the average, and 20 is likely.  I think my own furnace lasted 22 years.

For the purposes of this simplistic analysis here, you know, the increments of five sort of worked better.  But yes, if you assumed 18, those numbers would change slightly.  And then getting to 40 years, you know, would be sort of a fraction of an analysis.  So it was just a simplifying assumption.

MR. POCH:  All right.  A few moments ago with Ms. -- with Julie, you mentioned that, from a sustainability perspective, you would get more emissions from electric heating than from gas heating.  Is that assuming that you are a hundred percent on resistance, or something?  It's completely a novel point to me.

MR. GIRIDHAR:  Mr. Poch, I was referring specifically to hybrid heating in that instance, and staying connected to gas through hybrid heating.  So what I was suggesting there is that, if you are using resistance heat to heat your home, using a cold-climate heat pump -- which is definitely likely in Toronto unless you are under minus 15 degrees Centigrade the entire winter -- based on the ratings that we are seeing with the cold-climate heat pumps today, what that point was trying to say is, if you were on a gas furnace versus resistance heat at a time when gas-fired generation was running, then you would have fewer emissions from the gas furnace than you would do from resistance heat off a cold-climate heat pump.  And it is predicated on the fact that gas-fired generation is running in Ontario during peak winter months and, in fact, I think I quoted 6,000 megawatts of gas-fired generation, I believe, in 2021; that we were just under 6,000 megawatts when we -- our winter peak was just over 20,000 megawatts.  So it was referring to how the system is operating today and, therefore, the presumption that you are going to zero emissions by going to a cold-climate heat pump is not true, using today's electricity system.

MR. POCH:  All right.  And you appreciate that these cold-climate heat pumps have, in recent years, every year, they are getting better and better and going lower and lower.  I just put them in my house and the ones I put in go down to minus 30 Centigrade.

MS. GIRIDHAR:  My Poch, my understanding, based on the tests that we have seen, is whether they are relying on resistance heat or not under those temperatures.  And, in fact, just yesterday, Excel Energy published another study -- this is a gas electric combo utility; I think it serves in over eight U.S. jurisdictions, many of them fairly cold -- and they seem to be supporting similar results; that, while the performance is much better than in the past, as we stand today, under really cold temperatures, these cold-climate heat pumps seem to revert back to resistance heat.

And so it's a question of the electrical grid keeping pace with its non-emitting electricity in order to [audio dropout] benefits.

MR. POCH:  Certainly, that's an issue, that the electrical system is going to have to grow, as the Guidehouse scenario showed.  We can leave that to that discussion that we've already had.

I think, if I understand you correctly, what you're saying is, during those peak times when it's particularly cold, at that time, providing resistance electric heat with gas-fired generation would be more emissive than burning gas in the gas furnace.  Is that your point?

MR. GIRIDHAR:  That is the point.  So hybrid heating could have lower emissions for -- 


MR. POCH:  For those few hours.

MR. GIRIDHAR:  Well, it is more than a few hours, I think.  You know, the idea that -- I know Mr. Neme suggested a few hours, but if, in fact, the switching point is anything under minus 20 degrees Centigrade, then I think we definitely have more than a few hours of that even in Toronto.

MR. POCH:  All right.

MR. GIRIDHAR:  So the point, really, is about energy access and what makes sense at this point.  And, in the context of this panel, it was around a level of CIAC that denies that access when, in fact, it might be better from an emissions perspective; he goals that we can all agree on and, in fact, what we consider to be safe.

That is the only point I was I was making here, Mr. Poch.

MR. POCH:  All right.  In applying E.B.O. 188, whether for an individual customer or a subdivision, do you assume a ramp-up to full utilization and revenue by the end of the 10-year connection horizon?  And then it carries on at full utilization and revenue for the full 40-year period?  That's how you run that test?

MR. MACPHERSON:  Excuse me.  Sorry, that's correct.

MR. POCH:  All right.  And so the values, for example, in the table you provided with blended horizons, in any event, in your calculations, the values you assume, assume that the average customer's annual energy consumption doesn't decline, or at least under your new rate structure their demand doesn't decline, for that 40-year period.

MR. GIRIDHAR:  That is correct, Mr. Poch.  I believe we answered that line of questioning with Mr. Rubenstein, and the point that I was making there is that -- I have two points there, really.  The first is, in a subsequent phase of this proceeding, we will be hearing Enbridge's ask in terms of changing the rate structure such that distribution revenues are not sensitive to volumes anymore because they are fixed in nature.

But, secondly, we've made this point repeatedly from an energy transition perspective, that the gas system should transform itself into a reliability and resilience play, where we care less about the actual volume being used, but the fact that it is simply there to meet reliability and resilience needs of customers.

So, I think it's a reasonable assumption in the context of those two changes, A, because, ultimately, the volumes won't matter; and, B, because, you know, staying on gas would be consistent with getting to net zero.

MR. POCH:  Let me just posit, though, that, when someone replaces their furnace at year 20, you would agree that the likelihood is that the new equipment is going to be much more efficient.  Your Guidehouse scenarios assume, for example, gas heat pumps for those staying on gas.  Right?

MR. GIRIDHAR:  Correct.

MR. POCH:  So the blended revenue horizon values you gave us, those numbers really don't add up if revenue bears any relationship to either the demand or the annual energy use of those appliances over 40 years.

MS. GIRVAN: Mr. Poch, they would only hold if the rates were to evolve such that they are not impacted by either volumes or demand.

MR. POCH:  Right.  So you --


MR. GIRIDHAR:  -- to fixed charges.

MR. POCH:  Well, so, in effect, you are saying that someone with a hybrid heat pump who relies on gas for -- well, we had that discussion earlier -- whether it's a few hours or however you want to characterize it, the hours when the temperature is below, I think you said, 20 degrees, they would have to pay the distribution system as much as they currently pay the whole year in distribution charges, for much more energy and volume.

MR. GIRIDHAR:  That's correct.

MR. POCH:  All right.  By the way, under E.B.O. 134 for transmission in the DCF test, do you also assume a ramp-up and then a consistent utilization and revenue for the project over the 40-year period?

MR. MACPHERSON:  That's correct.

MR. POCH:  Okay.  Now, you mentioned that that customer -- that average customer who currently needs 31 years to pay off their cost of connection, including the normalized reinforcement costs -- during that 31 years, if you have other longstanding customers, older homes in Toronto, for example, would be contributing toward common costs as much as the $5,637 each, depending how long they've been on the system and how much of their connection costs have recovered.  Is that fair?

MR. MACPHERSON:  Apologies, Mr. Poch, if you could please repeat the question.  We didn't get it.

MR. POCH:  Well, during the period that your new customer is paying off their connection charges, whether it is 31 years or 40 years; and we heard this value of $5,673, is their connection cost, including reinforcement.  During the period they're paying that down, if you have other customers, older customers, and my example is the older homes in the core of Toronto, who have paid off, they'll be contributing that same amount to distribution costs throughout that, through that period.  Some of them may have paid off their entire connection cost entirely or some of them may be halfway through, but those people will be paying the same, that same amount, in their distribution charges.  Fair?

MR. MACPHERSON:  So, if your question is do all customers pay the same rates, the answer is --


MR. POCH:  Well, on average --


MR. MACPHERSON:  -- (overspeaking).

MR. POCH:  -- that's your assumption.

MR. MACPHERSON:  Well, we have postage-stamp rate-making as far as I understand it and --


MR. POCH:  Sure.

MR. MACPHERSON:  -- we don't have, we don't -- one thing I'm guessing confused by is we don't draw a circle around --


MR. POCH:  I understand.

MR. MACPHERSON:  -- the individual new connecting customer and ask the question if they've paid for their service.  We --


MR. POCH:  Well, my point is simply this:  If the new customer is just paying off their connection charges for those 31 years or up to 40 years -- it's up to 50 years if they came in at 0.8, and the old customer has in that period contributed $5,600 towards common system costs, right, in the two extremes?

MR. AHMAD:  That, yes, that is connect, that the customers --


MR. POCH:  Right.

MR. AHMAD:  -- who were connected to the system long ago, so their planned associated assets might have been fully depreciated or half depreciated, and they --


MR. POCH:  Sure.

MR. AHMAD:  -- are contributing more to than the customer which we connect today.

MR. POCH:  Right, and do you have a sense of how long your average residential customer has been on the system and what proportion of residential customers also have paid off their connection costs?

MR. MACPHERSON:  We don't have an answer on what an average length of connection time is for our customers.  We do monitor information to do with trends of customers, like if joining the system and our natural gross, of our growth rate of our system, and maybe I could turn it to Ms. Sayyan, if you want to add some more detail to that question.

MS. SAYYAN:  Can I confer?  

[Witness panel confers]  

I can refer to table 1, which is Exhibit JT3.07, which shows our disconnections.  Another table in Exhibit I32 at PMA22, attachments 1 and 2, those tables are showing our customers and customer additions, including 2022 actual data.  EGI is currently not seeing any shift in trend towards customer leaving or towards customer additions.  We have consistent growth in customer additions, which was 1.6 percent in 2014 versus 2013, and now the customer growth we are experiencing is 1.1 percent, so it is consistent in the actual data.  Also regarding disconnecting customers, the average disconnecting customer is about 2,000 customers, which cannot be interpreted as leaving from the system, those customers including seasonal disconnections and other reasons, as well.

MR. POCH:  All right, but you've got a slow and steady growth, as you are saying, but I think we can infer from those numbers that a large proportion of your customers would have been on the system for decades.  Is that fair?

MR. MACPHERSON:  That would be fair.

MR. POCH:  All right.  So we spoke of this average customer leaving after 15 years, having paid of $3,658 of their costs, leaving a tab of just over $2,000, and, at the same time, they've not been contributing to the common system costs other than those supporting them directly, and other older customers have the same amount, that they've contributed $3,658 over that period.  So, in a sense, at any time, this new customer is getting the benefit of basically a free ride on the system compared to an old customer.  Is that fair?

MR. MACPHERSON:  I think there's a bit of a mischaracterization on this, like how you are describing the $3,600, Mr. Poch.  The other part that I think is unclear is these customers are contributing to the common costs of the system that are built into the rates as part of E.B.O. 188.  In addition to the normalized system reinforcement costs, were also included an estimate of incremental O&M that these customers are bringing to the system.  So they do pay for those share of those costs along with other customers.

MR. POCH:  They only pay that ones they've -- they've only -- once they -- they have to pay off the whole tab before they've caught up; they are going to over time.  They are going to pay that over 31 years or 40 year.  Right?

MR. MACPHERSON:  No, they've --


MR. POCH:  It's not --


MR. MACPHERSON:  -- contributed from Day 1.  It is part of the incremental feasibility calculation.

MR. POCH:  All right.  The reinforcement costs you've spoken of, those are largely capitalized assets?

MR. MACPHERSON:  They are capital assets.

MR. POCH:  All right.  So, regardless of how long the customer stays, if your customer base or demand is shrinking in that part of the system, those assets will add to the potential for underutilized or stranded assets; is that fair?

MR. GIRIDHAR:  Mr. Poch, I think I've tried to make this point a couple of times.  I believe how we define the utilization of the system has to change going into the future, so the use of less volume in the future relative to today does not necessarily mean underutilization or stranded assets as long as the system continues to provide demand when it's required.  And we recognize that that demand would be called upon with lower frequency and more concentrated in the winter months, but, as long as the system is needed on peak and is being utilized, it is, in fact, being utilized.

MR. POCH:  Ms. Giridhar, we've had days of discussion about this, and it's perfectly clear, is it not, that, you know, by the time we get to 2050, you are going to have customers that are taking far less energy and even at peak far less energy because you're talking hydrogen, which has, you know, a third of the energy content, and there is only so much RNG.  So I mean isn't it clear that, you know, someone is going to have to pay for all these assets then and they are getting a lot less value at that point?  You've got to, you've got -- we have got to control this problem, do we not?

MR. GIRIDHAR:  Mr. Poch, I don't mean to be difficult, but the value is derived in a transformed gas grid that is, that is there when the customer needs it.  And that's the definition of value.  It's not just how, the totality of how much energy the system delivers.  I think I tried to make that point in comparison to the electricity system, where the IESO is contemplating paying potentially $3 billion per year for gas-fired generation, even if it only acquires 13 terawatt hours from it.  So the value for energy systems or transportation systems or health systems that are designed to always be available when demand is needed is defined differently than annual units of energy.

MR. POCH:  Don't get me wrong.  I'm not saying there won't be value.  I'm just saying the value to a customer is going to be dramatically different than it is today, when they're getting all their energy from that, that pipeline.  They are going to be paying for most of their energy to the electric utility.  So there is only so much that those customers are going to be willing to pay you.  And that's why we have this -- you know, you don't want to have a death spiral.

You have to control your amount of assets and here, we have a policy which is encouraging the growth of assets.  Isn't that fair?

MR. STEVENS:  Mr. Chair, it is David Stevens speaking on behalf of Enbridge.  I am confident that we are going to have the opportunity to read and respond to these propositions from Mr. Poch, in argument.  And I am not sure what benefit we have in a back and forth of pre-argument at this stage of the process.

MR. POCH:  That's fine, Mr. Chairman, I will move on.  I don't need to prolong that.

Can I just clear something up?  In I.ADR.4, if we could pull that up?  You say here in your response:
"The impact of a changed policy on system-access spend over the five-year rate period would be either $485 million or $773 million, depending if it was a 10- or a 15-year period."

And we saw in your compendium, table 1, that a reduction from 40 years to 15 would reduce capex supported by $557 million.

I'm just wondering if you can reconcile these two numbers for me, if the Board were to suggest that 188 be implemented now with a 15-year assumption for revenue.  And would the impact on capital spend in the five-year period be the $485 million or the $557 million?

MR. AHMAD:  I think that the -- for reconciliation of these numbers, I will defer this question to capital panel.  So these numbers have been provided by the capital panel.

MR. POCH:  All right.  Yes, I am just worried about this getting lost.  Perhaps if it's easier for you, Mr. Stevens, I am happy to take that as an undertaking and it can be done in writing.

MR. STEVENS:  I think that would be efficient, Mr. Poch.  We can certainly provide an undertaking to advise as to the reasons for the differences in the 15-year scenario in ADR -- I believe it's 4?

MR. POCH:  ADR.4.

MR. STEVENS:  And table 1 from the Enbridge Gas examination in chief for the customer connections panel and further, to advise which of those numbers represents the difference that the OEB should consider in terms of capital expenditure requirements, if the revenue horizon was reduced to 15 years.

MR. MILLAR:  That's J11.2.
UNDERTAKING J11.2:  ENBRIDGE TO ADVISE AS TO THE REASONS FOR THE DIFFERENCES IN THE 15-YEAR SCENARIO IN ADR.4 AND TABLE 1 OF THE EGI EXAMINATION IN CHIEF FOR THE CUSTOMER CONNECTIONS PANEL AND FURTHER, TO ADVISE WHICH OF THOSE NUMBERS REPRESENTS THE DIFFERENCE THAT THE OEB SHOULD CONSIDER IN TERMS OF CAPITAL EXPENDITURE REQUIREMENTS, IF THE REVENUE HORIZON WAS REDUCED TO 15 YEARS.

MR. POCH:  Thank you, very much.  And just without getting down to multiple decimal points here, if -- carrying forward, by the time we get to 2050, if we are talking roughly half a billion in five years, we are talking something over $2 billion by 2050, if that was to be the change?  Is that fair?

MS. GIRIDHAR:  Could you please repeat the question, Mr. Poch?  I am sorry.

MR. POCH:  I am just saying if the impact of going to 15 years, over the five-year period, the spending over -- the capital spending over five years is somewhere in this half-billion-dollar range, the impact by the time we got to 2050 if that policy was maintained would probably be closer to around $2 billion?

MS. GIRIDHAR:  Yes, multiplying that by four.

MR. POCH:  All right.  We're just talking back of the envelope here.  That's fine.  All right.

Now, Mr. Neme expressed a concern that not charging a customer the full cost of connection upfront distorts the market, because they have to connect to the electricity grid regardless, but gas is optional.

Do you agree that the Board should have avoid policies, if it defines -- if it finds that that policy would distort the market?

MS. GIRIDHAR:  Well, Mr. Poch, we don't agree that that distorts the market; that is a fundamental basis of cost-to-service rate-making, applicable to both gas and electric.

MR. POCH:  If it distorts the choice of a customer at the margin as to how they go, would you agree that if it tilts it one way rather than what the pure economics would say, would you agree that that's a distortion in the market?

MS. GIRIDHAR:  No, Mr. Poch, because that analysis is -- it doesn't reflect the full scope of value to customers.  You have already talked about reliability, resilience, being important to customers in addition to the monetary calculation.  And, even in that, you know, we don't agree with Mr. Neme's calculations.  But be that as it may, there is more to what customers seek from energy; it is not just price.  So I wouldn't agree that it distorts.

MR. POCH:  All right.  You would agree that if the Board found it was distorting, then it would be appropriate to change the policy though.  I take it you're not in favour of market distortions?

MS. GIRIDHAR:  I don't think we would presume to tell the Board how it should respond to a finding on market distortions.

MR. POCH:  All right.  Could we agree that -- you know, Mr. Ladanyi was contrasting E.B.O. 188 with the Distribution System Code on the electric side.  Can we agree that one important distinction is no one is particularly worried about underutilization or the stranding of assets on the electricity grid, and that's a problem you have to actively work to avoid on the gas side?

MS. GIRIDHAR:  Mr. Poch, we are certainly not experts in the electricity side, and we don't fully understand the extent to which distributed energy resources might evolve and what options might become available.  So we are unable to opine on that point.

MR. POCH:  All right.  Just in terms of the genesis of 188, would you agree with me that this dates from, what, 1998, 25 years ago?

At that time, I think everyone assumed, would you agree, that connecting more customers was a plus for existing customers because of their assumed longevity and steady consumption.  So, over time, adding more customers would spread distribution costs over larger energy sales, and lower the unit cost of delivered gas for everyone.  That was the thinking at the time, fair?

MS. GIRIDHAR:  We would agree that the laws of economics and economies of scale would dictate that more users on a jointly delivered system would reduce costs.  So, yes.

MR. POCH:  Right.  Would you agree that that's in question now because of the -- if we have declining energy use down the road, adding more assets may, in fact, exacerbate the problem for remaining customers down the road?

MS. GIRIDHAR:  Mr. Poch, we can agree that we need to balance the needs -- or the spending on the renewal of the system and growth has to be balanced with respect to the needs that are met immediately, versus the future.  And I think we can agree that there is uncertainty related to energy transmission for the gas system.

MR. POCH:  Okay.

MS. GIRIDHAR:  So, yes, there is a concern about future stranded assets.  You have heard many facets of that argument in the last -- of that thesis, in the last couple of weeks.  So it is important to have a balanced approach and to ensure that investments in the system are justified because they are needed to deliver the energy that's needed here and now, but that they are also informed by the future utilization of the gas grid, which will change.

The reasons why people will connect to the gas grid in the future might be different from why they connect today.

MR. POCH:  All right.  On this, we agree.

Final question:  Would you agree that any reconsideration of the attachment policies by the Board should try to avoid encouraging greenhouse gas emissions between now and 2050 -- avoid increasing them?

MS. GIRIDHAR:  I understand that the Board is guided by its statutory obligations, objectives.  At this point, and at any point in the future, if those were to change and were to be enhanced to include GHG emissions, then absolutely, yes.

MR. POCH:  I'm sorry, do I understand you correctly as at least implying that the Board should ignore greenhouse gas emissions from the gas system in its determinations right now?

MS. GIRIDHAR:  I'm not suggesting that the Board ignore it.  I'm suggesting that the Board is guided by its statutory objectives.  And I think we can kind of see, in a response from the government -- from Minister Smith to Ms. Harradence, I think it was dated June 21, where the Minister did reiterate the rational expansion of the gas system being one of the criteria.  So, to the extent that the rational expansion of the gas system is guided by energy transmission, then, of course GHG emissions do factor into that thinking.

MR. POCH:  All right.  Thank you very much.  Thank you for those answers.  Thank you, Mr. Chairman.

MR. MORAN:  Thank you, Mr. Poch.  VECC is up next, Mr. Garner.
Cross-Examination by Mr. Garner:


MR. GARNER:  Thank you, Panel.  Good morning.  My name is Mark Garner and I'm with VECC.  I may be a bit longer than I thought, but I've finished my coffee so I am motivated to go through this quickly.

I want to talk a little bit -- first of all, Mr. Millar, I have a compendium and I wonder if you would give that an exhibit number, and I wonder if Ms. Monforton might bring up PDF page 21 of that compendium.

MR. MILLAR:  That is K11.1.  It is the VECC Compendium for Panel 10.
EXHIBIT K11.1:  VECC COMPENDIUM FOR PANEL 10.


MR. GARNER:  Now you've seen, I think, a lot of the same things from a number of panels, and I want to sort of couch my questions in this way.  This is what I'm hearing from different parties; I'm hearing one set of parties who are suggesting to you, because of energy transition, that this should impact the customer connection rules.  And what I'm hearing from some other parties is, well, there is some advantage or disadvantage to you vis-à-vis looking at the electricity industry, on how they connect.  And I'm also hearing, quite frankly, a lot of evidence given by parties who are examining you, as opposed to the evidence you are providing.

And so I have a question.  You have not led any evidence on either of those questions.  You have not undertaken an examination, for example, of the electricity connection policies, vis-à-vis the ones in gas, and made an assessment of their differences, have you?

MS. GIRIDHAR:  That is correct.

MR. GARNER:  That's right.  And, Mr. Macpherson, when Mr. Ladanyi was cross-examining you, he was talking about this 40-year horizon and a 21-year in electricity, and you made a point to him -- I just want to understand -- you made a point to him saying that, well, if there is a difference in the depreciation of those assets, that might make a big difference and gas assets may have a different life than electricity assets.  And it is not something that you've studied particularly, but that may be a reason for that.  Right?

MR. MACPHERSON:  That's right, on my superficial reading of the process that went on to determine the electricity distribution system code, that the arrival at the 25-year revenue horizon was based, to some degree, on the depreciation and useful life of those assets.

MR. GARNER:  Right.  And then you made a point about, well, you still have a 40-year horizon.  But would I be right to use an analogy like this:  If you really want to do an apples-to-apples type of comparison, you'd really have to say, if you have an asset that lasts 40 years, the party you are comparing to has one, let's say, of 25 years, then, doing a cost-benefit analysis, you'd have to impute that into it.  You'd have to say, well, if we are still looking at 40 years, I have to understand that this asset will have to be replaced at year 25 and this one won't.  And that would give you a more apples-to-apples comparison of whether something is equal or not.  Would that be fair?

MR. MACPHERSON:  That would be fair.

MR. GARNER:  Right, thank you.  Now, if we can go to page -- we're at page 21 on the screen here and I just want to talk about these different types of connections that are up here.  And, as I understand it, the portfolios that you utilize don't distinguish these inside the portfolios.  They are all commingled as projects.  Is that correct?

MR. MACPHERSON:  If you could clarify, when you say, "portfolios"?


MR. GARNER:  Well, yes, and I heard a little difference this morning by Mr. Ahmad, so maybe that's a good point.  In the rolling portfolio, are all of these commingled?

MR. AHMAD:  Yes, that is correct.

MR. GARNER:  And then you were making a distinction that, in the investment portfolio, you'd have to take out infill that is on existing main.  Correct?

MR. AHMAD:  Yes.  But I just want to clarify that, in that rolling project portfolio, the infills are not included, but, in an investment portfolio, all customer categories are included.

MR. MACPHERSON:  Sorry, I do not believe that community expansion is in the investment portfolio.

MR. AHMAD:  Yes.  Community expansion is not in the investment portfolio.

MR. GARNER:  Okay, thank you.  And so, if Ms. Monforton could go to the next -- the page above this, which is page 20 of the compendium.  When I am looking at that 304.1, I can see that the community expansions are separated, but are the infills on existing mains in that 304.1?

MR. AHMAD:  Yes, they are.

MR. GARNER:  Right.  And, just generally speaking, when you are dealing with a portfolio, would I be correct in thinking that the projects that have the highest PI are generally -- as a generality -- are generally projects where the payback period is earliest?  So a project that starts paying you back in year four is generally a more profitable project than one where you don't get total pay-back until year 15.  So that's kind of a generality that is true, is it?

MR. AHMAD:  Yes, that is true, that some customer types, the portfolios, their payback is shorter than the other customers.

MR. GARNER:  Right.  Now, if we were to go back to page 21 and we look at these different groups, and one of the suggestions about changing this revenue horizon were to come to fruition, does this mean any of these groups start paying money to you in contribution?  Would they have to start doing that as part of a change in the customer connection, as has been something by other people in this room?

MR. MACPHERSON:  Generally speaking, all categories would be paying more.  In the case of these community expansion projects, all projects were premised on the 40-year revenue horizon, in addition to the system expansion surcharge being collected over that period.

In other cases, the extra link charge rule that we proposed for those infill customers, that would no longer work under a different revenue horizon.  And in other -- again, it would depend on the specifics, particularly, of each circumstances on other ones.  As we've said before, traditionally, new construction subdivisions are the most feasible projects, but, in some cases, they do pay contributions.

MR. GARNER:  Thank you.  And we've heard this, I think, suggestion that you should make the revenue horizon based on equipment life; and, Ms. Giridhar, I heard you today say, well, you know, it's maybe 18.  And, like you, I've replaced my furnace and one thing I've noticed is that it's nothing like my old one.  This one has software; my old one didn't.  You know, that kind of thing.  So the life of equipment also changes over time, or the vintage of equipment changes the life of the equipment, I would think.

But, really, my other point is that I've heard stuff that happened in DSM, but I haven't seen any evidence on data in this proceeding that actually speaks to the life of equipment, furnace, or water heaters.  You didn't lead evidence in this proceeding on the life of those types of equipment, have you?

MR. MACPHERSON:  We have not.

MR. GARNER:  Right.  So the other thing is that we talked about, as I understand it, the way the cost-benefit analysis works for the portfolios is that you are taking your -- the life of the project, the revenue horizon, based on a concept of the depreciation of the asset.  Correct?  So the asset has a likelihood of 40 years.  That's the horizon you tend to be setting your project to?

MR. MACPHERSON:  You're asking if the setting of 40 years under EBO 188 matches the depreciation of those assets?

MR. GARNER:  Well, not so -- well, yes, but I'm not suggesting to you that it has to match exactly.  But the premise is that the depreciation period, the 40-year horizon, is in a sense linked to the depreciation of an asset.  Would that be correct?

MS. GIRIDHAR:  Mr. Garner, I think in looking at E.B.O. 188, we weren't able to find a specific reference on what drove the 40-year horizon, so we are assuming that those were both relevant drivers, the idea that people would stay on the gas system for 40-years and also the fact that these assets, generally underground polyethylene pipe, you know, would last for 40 years, I think the 40 to 50 years or maybe even 55 years.  But certainly some assets, which is meters, we assume a 10-year life, but of course meters are probably a smaller component.  They cost a hundred dollars typically versus the cost of laying the pipe.  So we were unsuccessful in finding a specific reference that tied the 40-years to something.

MR. GARNER:  Right, and it was a long time ago, and, as we were reminiscing before the hearing started, memory fades and it was a lot of time and a lot of days and a lot of weeks that that policy was made, and so I understand that.  But let's -- where I'm going with this is let's say -- one of the other issues in this proceeding is depreciation rates, and let's say the Board were inclined to say we should make the customer horizon somehow match the asset, the expected asset.  If the Board is having that conversation in one place and this conversation in the other, isn't that a bit awkward?  So, if the Board basically says, in another part of this proceeding, we're going to use a 30-year depreciation for your assets, wouldn't that inform you as to your cost-benefit analysis?  Wouldn't you have to go back and ask yourself:  Do I need to change my analysis now?

MS. GIRIDHAR:  I would agree with that, Mr. Garner, because at that point the useful life, the useful remaining life, of the asset is determined on economic terms as opposed to physical life.  But I would suggest the reverse is also true, that, if we have a finding that specifically suggests that we should assume a shorter revenue horizon because we expect customers to leave the system, then that should also inform the depreciation and equity thickness asks because one would presume that, if customers joining in 2024 are leaving the system in 20 years, there is nothing to suggest that customers who are joining in 2023 or 2022 or prior to that are also not leaving the system.  So we would agree that the two are connected.

MR. GARNER:  And the other thing, Mr. Neme, when he was up, he was talking about his attachment horizon and changing that, and he had suggested a number, and I asked him where did he get the number from.  And I don't think he had a particular way of getting the number.  I think, Mr. Macpherson, you were talking about how different projects in a sense drive the number of attachments.  So, like, a subdivision, you have a very clear concept of when the attachments are happening.  You might have a different way of looking at it in a community expansion, when you are converting customers; is that correct?

MR. MACPHERSON:  That's correct.  The difference is in the way homes are built, if we have a, I'll call it, a development area, a large one might be an area where there are 40,000 homes being built in an area -- like Heritage Heights is a development area in Brampton, and we have municipal plans, plans from builders that lay out different sections and what years these projects will be built and what years the customers will connect.  And that's very different than what we get in a community expansion project, where we build mains all in one year and then customers connect over -- we have a 10-year attachment horizon, but they just -- that's a natural thing that we have experience with.  They don't all just do it right away.  There are people that act on it, people who have affordability issues or they are waiting for something to happen; they're waiting for a piece of equipment to die, and then they do it, and then they convert.  So that's what we're overlaying in these differences.

MR. GARNER:  Now, let me ask you about what you actually did propose in this application.  As I understand it, your proposal was based on the idea of harmonizing practices between the former Union and the former Enbridge.  Is that the genesis of what your proposal is from?

MR. MACPHERSON:  Our proposal is based on the requirements.  Well, two of them are set out, one in the 2020 rates case and the other one in EBO-2020-94 that set out a requirement that Enbridge file common new policies to the Board in this application.  It is also a set out requirement in E.B.O. 188 that we have these stated and publicly available.  So that's the reason for filing this information.

MR. GARNER:  Right, and I'm wondering about that in this way.  I know that the E.B.O. 188 has specific rules and that, but then there is a set of guidelines, and there are a number of calculations that go into the cost-benefit analysis.  And one of them on the revenue stream, for example, is, as I understand it -- you can correct me -- is you have to develop an average use for customers because you have to -- your revenues are derived at least partially, maybe predominantly, by volumes, and so you have to do that.  And I would have thought average use between the two former utilities wasn't exactly the same, so you'd have to harmonize that type of -- did you have to harmonize other calculations in those, in that work?

MR. MACPHERSON:  We did, and I'll ask Mr. Bashualdo-Hilario to respond to that.

MR. BASHUALDO-HILARIO:  Yes, thank you.  We have proposed our demand forecast methodology, which in a way have been developed on using assets of [audio dropout].  We grouped our customers in by sector, residential, non-residential, things like that.  And then we have produced forecasted values in terms of our [audio dropout] use and customers, as well, and then those numbers will reflect the harmonized approach.

MR. GARNER:  Okay.  Can I ask you a question about the table that's up in front of us, still, table 4, and the issue about average use?  Would it be -- "correct" is maybe not the word, but -- feasible that, when one looks at average use between these different categories, it would, they could differ?  So, for instance, if you go into a new subdivision, you are going to encounter probably a home built with you in mind; it is going to have a gas furnace, a gas water tank, may have a gas stove, depending on the, you know, it may even have a gas dryer.  When you go into an expansion, you are converting people.  People may put in their furnace but not change out their other equipment until it expires, that sort of thing.  So average use might differ between these two are different classes of customers.  Do you make any accommodation for that in the current calculations?

MR. BASHUALDO-HILARIO:  In the current calculations, we have the average use estimated at the rate class/service class level, which is an aggregate value --


MR. GARNER:  Right.

MR. BASHUALDO-HILARIO:  -- and, when we produce our demand forecast, we use again the aggregate value for the historical period and then we project that out also going into the future, using all sorts of assumptions and stuff.

MR. GARNER:  Thank you.  Let me ask another question.  If one were going to take a look at your cost-benefit analysis and you have a proposal to change your rate design and that proposal, as I understand it, will derive more of your revenue from this fixed portion and less of it from volumetric, I suppose that, if that were approved in some fashion, you again would have to go back to your analysis and make some accommodation for that because now average use would be less of a driver and fixed cost or fixed revenue would become a higher portion of it.

MR. MACPHERSON:  So, before we answer that question, if we could just go back one, please?

MR. GARNER:  Sure.

MR. MACPHERSON:  I'm not sure I -- the information that we're talking about when we use the concept of normalized average consumption, when it comes to a project, we use best available information.  If from a builder, from a community, we're using -- if we believe the average use of a new home is much less than that normal average use, that is the value we use in these calculations; we do not use normal.

MR. GARNER:  Oh, sorry.  So I thought the previous answer was you used aggregate, but you are saying, no, we are, we are fixing it for the particular project?

MR. MACPHERSON:  Yes, and that's a different purpose.

MR. GARNER:  Okay, thank you.  Now, Ms. Giridhar, you spoke about exit charges at one time, and we've talked a little bit about them.  And I think Mr. Ladanyi was talking about water heaters and exit charges there, and, unlike Mr. Ladanyi, I didn't pay anything when I got rid of my water tank because, you know, no one had a contract, right, so I didn't have to.  Your existing customers, has Enbridge done any study of the idea of existing customers, whether you would have the legal authority to charge them an exit fee?  Have -- you don't make them sign -- I don't remember signing a contract with Enbridge that said I could charge you an exit fee if you leave.  Do you?

MR. MORAN:  Mr. Garner, I think by your use of the word "legal", I think you understand that you are asking nonlegal witnesses to provide an answer to a legal question.  I don't know if you want to rephrase your question or clarify your question?

MR. GARNER:  I thought I had, and, if I hadn't, I do apologize.  The question I was asking was:  Have you ever had that analysis done in the utility?  Has the utility ever taken a step to ask your themselves, you know, we should look at this question?  Has that ever been done at the utility?

MS. GIRIDHAR:  My apologies.  We have not looked at exit charges in the context of that.

MR. GARNER:  Right, and, if you were making a change like is being suggested to you right now, about people signing on, and there was fear about stranded assets.  Might the issue of maybe, when we sign up new customers, we might have to have an agreement with them in order to notify them that there is a chance there would be exit charges. You haven't had that discussion at the utility either, yet?

MR. MACPHERSON:  That's correct, we haven't had that discussion.

MR. GARNER:  Thank you.  Now, Mr. Buonaguro, when he was doing his cross, he was talking about the 20-year maximum for large-volume customers.  And I want to talk a little bit about that.  That, in E.B.O. 188, that 20 years, do I understand it correctly, that doesn't necessarily match -- well, first of all, those industrial customers, some of them would be contract and some of them might not be contract customers, I suppose.  Right?

MR. MACPHERSON:  That's correct.

MR. GARNER:  Let's just take a look at the contract customers. For the contract customers, you don't make them sign agreements for 20 years to match that 20 years, do you?

MR. MACPHERSON:  Yes, we do.

MR. GARNER:  You do.  For the non-contract customers?

MR. MACPHERSON:  Not -- excuse me, I wasn't clear.  For contract customers, they would be signing a contract to match the revenue horizon.

MR. GARNER:  And for the non-contract customers?

MR. MACPHERSON:  No.

MR. GARNER:  Okay, so I guess I suppose that the issue about looking at, let's say for non-contract customers, whether that should also be adjusted for energy transition-stranded assets, that's not a question you have looked at, either?

MR. MACPHERSON:  No, we have not.

MR. GARNER:  Now one of the things, and to Mr. Moran's point, I am very trepidatious about this part of my examination because I'm not a lawyer, I'm an economist.  And as you have heard, economists shouldn't try to be lawyers, and I'm not even a good economist.  So, let me try this the best I can.

 When I went back and I looked at the process, the first thing I've noticed about the process -- this has been pointed out, it's 25 years ago -- but then there is a number of subsidiary things that happened.  As you point out, the Board puts out guidelines after 188.  And then the Board has a number of proceedings that add flavour into this:  the SES charges and community expansion and that.

 But the thing that I found interesting when I went back to the act -- and maybe it's because I have a history with both the provision that was put in and the 188 -- was that the act seems to contemplate rule-making, like the GDAR.  And what it then says is you can incorporate process of rules of the Board as the Board did in GDAR, it incorporates 188 by reference.

But I couldn't find and I don't know this, and maybe Mr. Stevens does -- but I couldn't find by reference the other Board decisions with the SES and that, which also go to connection.  Are they, to your knowledge, in the GDAR?

MR. MACPHERSON:  Sorry, could you please repeat the question?

MR. GARNER:  Well, I was wondering, the gas distribution access rule incorporates by reference E.B.O. 188.  But I am not sure, does it incorporate the other activities the Board has done on access, the SES charge and those other things, those decisions?  Is there an incorporation in the GDAR, to that?

MR. MACPHERSON:  There is to the extent that GDAR requires that the customer comply with the E.B.O. 188 guidelines. The SES was introduced through a process in the Board's generic review of community expansion. And, my apologies, I can't think of the reference, the case.  And then it was further expanded upon in the EB-2020-0904, which was Enbridge's application to harmonize the SES, TCS and early allocation factor in its decision there.

I don't know if that answers what you were looking for, but --

MR. GARNER:  Yes.  No, that does.  And with caution again, I am going to ask you this question:  Has Enbridge ever looked at advice given to it about whether changing rules that customer connections are more appropriately done by an application to the Board under its rule-changing rules agreement, as opposed to in a rates case, right here?

MR. STEVENS:  It is David Stevens speaking, Mr. Garner:  I will answer the question you have just asked.  I just wanted to go backwards a bit.  I am sorry, I was slow on the uptake in terms of reminding myself of what GDAR says. Can you point to where -- we were trying to remember where GDAR expressly talks about E.B.O. 188.

MR. GARNER:  I believe it's in this compendium, if I am right.  It should be on page 14, yes.

MR. STEVENS:  I am sorry, I see it now.  It's in 2.2.2.

MR. GARNER:  And yes, 2.2.2.

MR. STEVENS:  Perfect.  Okay, thanks.

MR. GARNER:  And that's where I was drawing that from.  And the reason I ask that is that having sort of history with that, is I recall 188 comes out before legislation is changed that incorporates a rule-making activity for the Board.  So when 188 was done, it precedes the legislative structure that made rule-making in the Board.  That's how I recall it.  And then 188 gets incorporated by reference at that point into the new rule-making. That's the way I saw it.

So it just struck me as odd that we are now talking about this, outside of a rule-making exercise and inside of a rate-making exercise.

 And, you know, I just wondered if you had taken, your company had taken any thought, because you might have thought, maybe we should change these rules, right?  Maybe we should ask the Board, we want to change them.  Right? You haven't had any discussions about how the best to do that, if you want to do it?

MR. STEVENS:  I think what you've heard, Mr. Garner, is that Enbridge Gas didn't come into this proceeding seeking a change to E.B.O. 188 or seeking a change to feasibility guidelines; things have sort of come at us through the course of this proceeding.

 Had Enbridge Gas been making a proposal to change what's in E.B.O. 188, it might have been done a different way. I mean, you have heard that there might have been evidence, it might have been done through a rules process. We are having that same discussion, I think, in terms of SQRs and in terms of what rules apply in terms of Enbridge's service quality standards and whether that can be done through exemption or -- through this case, or whether it needs to be done through the rule-making process.  I think it's fair to say the same questions apply here in terms of changes to feasibility guidelines.

 That being said, we recognize that parties and the panel are interested in this question.  And so we are not trying to be obstructionist, we're not trying to say nothing can be done except through the CEO and except through the rule-making part of the OEB. That might be the better way to go about things.

 And certainly, if we have a formal objection, we would note that within our submissions so that everybody could reply.  But based on our discussions to date, it's not our expectation that Enbridge Gas will say the OEB has no ability to make any changes except through a rule-making process.

MR. GARNER:  Thank you, Mr. Stevens.  And I am not trying to be critical.  I think where you can see I am going is I am asking myself, or my client is asking us the question is is this the right time and forum?  Because I think what we're asking, and I will ask you this question:  Is it possible there could be unintended consequences of changing one part of this whole rule thing, and leaving other things unchanged?

MR. GIRIDHAR:  We would agree that there could be unintended consequences.  I think we have talked about balance in several contexts.  And yes, we would acknowledge that we might not have conceived of all the possible consequences at this point.

MR. GARNER:  Right.  Thank you.  And again, Commissioner Moran had asked this question about whether proper notice -- and I heard what you and your counsel has said about that.  But we are also -- we weren't polled; we are looking at that, asking ourselves the same question.  And in order for us to understand better about the issue, about notice and whether everybody has gotten the proper notice, I wonder -- and you might do this by way of undertaking.  And the undertaking is the one that was referred to by Mr. Stevens today; he couldn't recall the number, but it is J10.13 that Ms. Girvan asked on Friday.  And she asked about how long might it take to implement something.

 But I have a little bit more of a specific question on that:  When you deal with developers and other people in these projects, do you sign contracts with people?

MR. MACPHERSON:  We do not.

MR. GARNER:  So there is no contractual arrangement, at all?

MR. MACPHERSON:  No.  The process is initiated by the builder through an application process that they file through our "Get Connected" application.

MR. GARNER:  So are there any costs that you incur in order to meet whatever the request is of the developer, and nothing that you put in place does make sure that there is revenue recovery for you, et cetera?  Nothing like that?

MR. MACPHERSON:  So, there's no contract, as I Mentioned.  So to the extent that a builder might change something along the way in a process where they have committed to some number, they are going to build x-number of homes, and then something changes?  We would, upon receipt of that communication, we would reassess the project and may -- which may drive a contribution in aid of construction from a builder.  And that has happened.  It happens, not all the time, but it happens.

MR. GARNER:  Right, thank you.  Well, then, I don't need you to add anything to the undertaking that is there, Mr. Stevens. I think that answers that question completely.

 Just one moment.  I just want to -- I think I am at the end, here, but if you could just give me a moment.

Oh, this is the other question I have.  I had one final question about -- people are talking about changing this revenue horizon and attachment horizon, but we were talking about how projects that have, you know, that pay you back sooner, that get the customers in quicker and have a shorter payback, give you a higher PI.  So, if the Board were inclined to be worried about -- or say, We need to make some adjustments for energy transition, et cetera, why wouldn't changing the PIs of the investment portfolios, changing those rules, come to the same point?

So, for instance, if the Board changed its rule and said, "From now on, nothing in goes in the portfolios under 1, and, by the way, every portfolio has to be 2.0."  Just throwing a number out at you.  Wouldn't that have kind of the same starting effect?  It would start to say, "Well, I can't put in projects that are not going to pay me back quickly enough."

MR. GIRIDHAR:  Mr. Garner, I'm having difficulty understanding how that principle could be applied between the different requests to connect.  So, if the aggregate requirement is to have a PI greater than 2, and every single customer meets the PI of 1, which customers are we turning down, even though they've met the PI of 1, in order to hit an aggregate PI of 2?

I mean, it is different to say that our investment portfolio should be above 1; you know, it should be 1.1 and our rolling portfolios are close to 1.5.  But, if you have such a big gap between what you need and aggregate between all new customers and sort of the minimum requirement, I think we would be put in the position of turning customers away that are feasible.

So I think, in some ways, changing the requirement on revenue horizon is a more concrete step that can be embedded into the analysis, and yet maintain the ability to connect feasible customers.

So, again, I'm saying this on the fly, because we haven't really pondered the question, but that seems to be a concern.

MR. GARNER:  Well, yes.  And I think also you are picking apart the example, which is fine; I mean, I'm not saying that in a bad way.   I mean, if I had said that all projects have to be 2 and forget about getting in the portfolio, the idea that, if you only do highly profitable projects, that's the threshold, it gets to the same sort of point, though, doesn't it?  If nobody can connect who is not going to provide with, you know, a high PI, then, in some sense, you are doing the same effect.  Right?

MR. GIRIDHAR:  I think I could agree with that.

MR. GARNER:  Right.  But, of course, that hasn't been studied, either, and no one has discussed it.  Okay, thank you.  Thank you, and thank you for those answers.  Thank you, panel.

MR. MORAN:  Thank you, Mr. Garner.  Next up is OEB Staff, Mr. Millar.

MR. MILLAR:  Thank you, Mr. Chair.  I will not be long.  I see we're past 11:00,  so I'm in your hands if you'd like to take a break now or after we finish this panel.

MR. MORAN:  Why don't we take the break.  We'll resume at 11:20.
--- Recess taken at 11:07 a.m. 
--- On resuming at 11:24 a.m.


MR. MORAN:  Are you ready to continue, Mr. Millar?
Cross-Examination by Mr. Millar:


MR. MILLAR:  Thank you, Mr. Chair.  Good morning, panel.  My name is Michael Millar.  I am counsel for OEB Staff.  My friends have been very helpful, so most of my areas have been covered, but just a couple of final matters to go over, some of which were punted from Panel 1.  

Perhaps we can turn to Enbridge's compendium, page 138, the Panel 10 compendium, which I think is K10.2.  I believe a number of parties have already discussed GDAR with you a bit today, but my questions stem from some questions I had raised with Panel 1 in respect of Enbridge's legal obligation to connect customers.  

I am mindful of the Chair's remarks that this is not a legal panel, clearly.  Some of these questions may be partially for Mr. Stevens or potentially even addressed in argument in-chief, but I wanted to put them to you to get the company's views.  You will see if you look at the page we have in front of us, which is from the GDAR, if you look at section 2.2.1, it says: 
"A gas distributor shall connect a building to its gas distribution system in accordance with subsection 42(2) of the OEB Act."  

The OEB Act is actually not in any of the compendiums.  I had given Ms. Monforton a hint, and look at this.  She is always two steps ahead of me.  So, if you look here, this is actually the OEB Act, section 42(2) which we just referred to in the GDAR, and, if you skip kind of past the little preamble there, the heart of it is: 
"A gas distributor shall provide gas distribution services to any building along the line of any of its gas distributor's distribution pipelines upon the request in writing of the owner, occupant, or other person in charge of the building."  

Again, I'm going to try not to ask you to give legal opinions, but, Ms. Giridhar or panel, you would be familiar with that section of the Act?

MR. MACPHERSON:  We're familiar.

MR. MILLAR:  Okay, and a question I had asked for Panel 1 is if, in Enbridge's view, this section of the Act requires you to connect expansion projects as opposed to infill projects that exist on existing pipelines.

MR. MACPHERSON:  So, in the company's view, we have requirements to accept subject to the GDAR rule and E.B.O. 188 requests for service in the public interest, to connect customers along the right-of-way of our pipelines where we have capacity to do so but also in consideration of the guidelines of proper charges and of -- what is the word I'm looking for -- provision of credit.  When it comes to community expansion projects, which is what I think you're asking about, it's slightly different.  

Enbridge participated in a process through the government's Natural Gas Expansion Program and has had projects accepted and funded through the funding requirements, and is, and is going to build those projects subject to Board approval for the leave to construct application on those projects.

MR. MILLAR:  So I wanted to set the community -- the natural gas expansion projects aside for a bit.  There has been a lot of talk about those, but actually in terms of dollars, in terms of rate base, they are actually a pretty tiny proportion of your capital spend over the next five years as I understand it.  Most of your expansion capital is not for natural gas expansion programs; is that correct?

MR. MACPHERSON:  That would be correct.

MR. MILLAR:  So, if we park the natural gas expansion programs to the side, I do appreciate there are some different considerations there; it is a government program, et cetera, but for non-in fill projects that are not natural gas expansion projects, is it the company's view that there is a legal obligation to connect those under section 42(2) of the Act?  And I see Mr. Stevens reaching for the microphone.  I'm happy to hear form him.

MR. MORAN:  Just before Mr. Stevens reaches for the mic, Mr. Millar, just for clarity of the record, when you are talking about natural gas expansion programs, are you referring to what has previously been referred to in this proceeding as the community expansion programs under the regulation?

MR. MILLAR:  Yes.  They are the ones that received grant funding from the government through the Natural Gas Expansion Program.  I think, yes, in the Reg they're called -- it does have different names, so thank you for that clarification, but we are talking about the same thing.

MR. MORAN:  Okay.  So, if I understand your question, then, you don't want to focus on the community expansion programs, you want to focus on or get answers relating to other expansion projects except for those ones?

MR. MILLAR:  Yes.

MR. MORAN:  Okay.  Thank you.

MR. STEVENS:  Thank you, Mr. Millar.  You've been asking the panel, I think colloquially, sort of what's Enbridge's policy or what's Enbridge's view as to the impact of section 42(2) of the OEB Act and as to whether Enbridge Gas treats that as an obligation to connect non-infill new customers or new developments.  And I think the panel gave its view that, yes, they do view this as the company's obligations and they proceed in that manner, but also noted that, you know, it's not an absolute obligation that the developer has to meet credit requirements.  The expansion or the feasibility guidelines have to be respected et cetera, and there has to be capacity on the system.  I think the nuance I heard to the new question was:  Is this a legal obligation?  And so that's when I turned on my microphone.  I can advise that, from a legal perspective, Enbridge does take the view that it is obliged in appropriate circumstances to connect proximate customers.  You know, if you are looking for something broader than that or if somebody is going to argue differently, we can certainly respond, but I hope that that's sufficient for the questions that you want to ask right now.

MR. MILLAR:  Well, let me put the question a little bit differently.  In Enbridge's view, is there any difference between an infill request to connect and a non-infill request to connect?

MR. STEVENS:  Well, perhaps the witnesses can answer from an operational perspective whether they treat those any differently.  I don't know if that's sufficient for your purposes, but I think the answer you get will inferentially tell you what Enbridge thinks as to its legal obligations, are the way that it conducts itself in compliance with its legal expectations.

MR. MILLAR:  Well, I think what I heard you say was obviously there would be capacity constraints, all sorts of things like that that could, that are probably more likely to be issues with expansions.  But those can be issues for infill, as well, as I understand it.  Sometimes an existing pipe is at capacity and new customers want to come on, and there isn't capacity.  So I guess what I'm trying to tease out is whether Enbridge views their legal obligations to be any different for an expansion of some sort that is not along an existing pipeline.  And, Mr. Stevens, if an undertaking would be helpful, I'm kind of in your hands.  I do appreciate this witness panel may not be the best people to give me the answer, that in fact you may be.

MR. STEVENS:  Certainly.  If you will indulge me, I am just going to speak with my regulatory policy for a moment.  Thank you, Mr. Millar.  From Enbridge Gas' point of view, where a customer or let's say a developer seeks a connection and the connection would be within the company's service territory, in a location that's, you know, sufficiently proximate to be served, then Enbridge Gas would view that it does have an obligation to connect that customer so long as all other reasonable conditions are met.

MR. MILLAR:  And by "reasonable conditions," are you talking about the Board's connections policies and fees that the Board has determined to be appropriate?

MR. STEVENS:  That's right.  And some of the other things that [audio dropout] a person pointed out, such as system capacity or creditworthiness or the, I suppose, credibility of the volume forecast.  I can imagine that there is a number of things that would be [audio dropout]

MR. MILLAR:  Okay, thank you, for that.  Maybe I could ask that we turn to the next page in the compendium, PDF 139?  And this is the chart we have spoken of a number of times, which was very helpful by the way.  So thank you for producing that.  It really does put the numbers right there in front of us.

But first, a couple of clarification questions, I suppose:  First, if we look at the row that has "40" on it and, you know, it runs through the years 2024 to 2028, those are the capex numbers in the current application; is that right?

MR. MACPHERSON:  That is correct.

MR. MILLAR:  And that's inclusive of the capital update?

MR. MACPHERSON:  Yes, this is the capital update.

MR. MILLAR:  Okay.  So if we look there, the total over the five-year period for customer connections is about $1.3 billion?

MR. MACPHERSON:  That's correct.

MR. MILLAR:  And I thought there had been an undertaking on this which I couldn't put my finger on, but I think it would have changed in any event, based upon the capital update.  But is there anywhere we can find what proportion of that $1.3 billion relates to infill projects as opposed to expansions of one nature or another?

MR. MACPHERSON:  Just a moment, please.

MR. MILLAR:  If it assists the panel, I am not necessarily looking for the specific number, but a kind of a percentage:  Are we talking 10, 20, 40, 50 percent?

I am sorry, I think your mic is off, sir.

MR. AHMAD:  Yes.  Can you please pull up ADR 6?  Can you go down to the table?  Yes, okay.

In this one, we have residential conversion.  So this could be representative of infill customers.  Out of the three or four, 27.8 belongs to residential conversion customers, which most of -- mostly, they are infill customers.

MR. MILLAR:  I am sorry, Mr. Ahmad, I am having a little difficulty hearing you because the air conditioning is right behind me.  Could you I get you to repeat that?

MR. AHMAD:  Yes.  So I am saying that in the upper portion of this table, if you see the residential conversion customers, the total spend in 2024, the forecast is $27.8 million.

MR. MILLAR:  Okay.

MR. AHMAD:  So that is part of $304 million.  So the residential conversion represents mostly infills.

MR. MILLAR:  So that's $27.8 million out of about $304 million?

MR. AHMAD:  Yes, that is correct.

MR. MILLAR:  And sorry, you said most of those would be infill.  By "most", do you mean 90 percent?

MR. AHMAD:  I am not sure what percentage, but there are some projects, like TCS project, temporary connection surcharge.  So they also involve spending on the mains.  So I don't know how much of those are involved in these numbers, but it is close to that.

MR. MILLAR:  But that's helpful.  So I think we can fairly say that less than 10 percent of the total CAPEX budget under this line item is for infill projects?

MR. AHMAD:  Yes, we could say that.  Yes.

MR. MILLAR:  Okay.  Thank you, those close enough for me.

If we could go back to the table, please, I just have a couple of more quick questions, and it is really just to make sure I understand how this works.

If you look at the 40-year row, which is the one that reflects the actual application, inclusive of the capital update, we see it starts around 300, and then it drops off fairly significantly by 2025.  And then it's more or less stable.

For all the other years, the number is more or less flat from the beginning.  In fact, it actually increases in many cases.  Can you help me with why that would be?  I would have thought the changes would have been more proportional than they turn out to be.  Do you have an explanation as to why they aren't?

MR. AHMAD:  No.  I am afraid that I will not be able to answer this question, because these numbers were provided by the asset management group.

MR. MILLAR:  Is there anyone on the panel who has any insight into that?

MR. MACPHERSON:  Not on this panel.  But I believe the next panel, the capital panel, will be able to respond.

MR. MILLAR:  So, in case you can help with this one, as well, one of the odder things that I notice is if you look at the 40-year row and the 30-year row and you go to 2028, the number is actually higher under the 30-year row, which was counterintuitive to me.

Is there any assistance you can provide there?  Or is that a question for the next panel, as well.

MR. AHMAD:  Yes, I can help with that.  I think that this depends upon the customer additions forecast, so I think it is in proportion to that.  So that's why in some years you can see a higher number, so depending about the updated forecast that has been used for driving these numbers.

MR. MILLAR:  Okay.  And again, I don't know that much actually turns on this, but that's not an error.  Correct?  The numbers are right there and there is just something a little strange is happening with when the connection is happening, something like that?

MR. STEVENS:  If I may, Mr. Millar, we would be pleased for you to ask these questions of the next panel.

MR. MILLAR:  Okay.

MR. STEVENS:  But, if it's more efficient, we could also answer them by way of undertakings.  I think it's fair to say that if this panel can't advise as to the fine details of each of these numbers, I don't think the panel could say absolutely that these numbers must be correct and that there is no issue with them.

I'm not suggesting there is an issue with them, but I am suggesting that any sort of follow-up questions are probably either sent to the next panel or answered in writing, and we are happy to do either.

MR. MILLAR:  Yes.  Maybe I'll sit on it, for a bit.

Again, I just wanted to make sure there wasn't a transcription error or something like that, that the wrong number had been entered into a cell.

I don't know how much is going to turn on this, so I will ponder that.  And if we think it is important, we will bring it up with the next panel.

MR. STEVENS:  Thank you.

MR. MILLAR:  And, Mr. Chair, those conclude my questions.  Thank you, very much, panel.

MR. MORAN:  Thank you, Mr. Millar.

It is time now for Panel questions.  Commissioner Duff, do you have any questions?

MS. DUFF:  No, I don't.

MR. MORAN:  Deputy Chief Commissioner Elsayed, any questions?

MR. ELSAYED:  None from me, thanks.
Questions by the Board:


MR. MORAN:  Okay.  I do have a few questions.

The first area has to do with the large customers.  You had a bit of a conversation around the large customers, and the 20-year revenue horizon.  And I think it was you, Mr. Macpherson, you made a distinction between contract and non-contract, large customers.

What distinguishes those two categories for the purposes of the E.B.O. 188 analysis?

MR. MACPHERSON:  So E.B.O. 188 sets out that the company should have distinguishing policies for purposes of large customers.

We further defined in the EB-2020-094 decision that distinction as being 50 cubic metres an hour or 50,000 cubic metres of annual consumption.

In the case of large customers, that then becomes defined as customers taking services from Enbridge pursuant to one of the large volume-rate distribution rate services under any of the three rate zones that we have.

MR. MORAN:  So if they are very large-volume customers, then you are going to enter into a contract with them.  Right?

MR. MACPHERSON:  It is at the discretion of the customer.  But typically, it is in their interest to do so, if they qualify.

MR. MORAN:  Okay.  And as I understand it, the purposes of the contract would be to basically protect you on the revenue that you expect back.  Right?  If that large customer disappears in 10 years you have a problem on your hands, right?

MR. MACPHERSON:  Exactly.  We match that closely to the expectation.  In some cases, the customers are communicating that their plans are different than -- you know, in 20 years, they might be providing services to another client for 10 years.  So we will communicate such, and say we are going to be here for 10.  We want you to run feasibility on that basis, and then we would match that.

MR. MORAN:  All right.  And then once you enter into that contract, how do you protect yourself against the possibility of stranded assets in that context?

MR. MACPHERSON:  Yes, we would hold security against that contract.  Typically, it depends on -- we would apply a review of the customer's credit circumstances, of their situation.  And then there may require either a parental guarantee, a letter of credit or other equivalent financial assurances.  And we would hold that against two things.  One would be, typically, their payments, but also against the undepreciated capital investment that the company has made in the execution of the project.

MR. MORAN:  Okay, thank you.  I have a question now about a specific connection that I have some knowledge of, based on my involvement in a previous decision.  The Ridge landfill connection was 100 percent funded by a contribution in aid of construction.  And, as I understand it, they are on a contract rate, as well, but I assume that, given that they are paying 100 percent of the capital cost upfront, you are not looking to have financial assurances in place in that context.  Or do you?  Help me out.

MR. MACPHERSON:  Apologies, Commissioner Moran.  I am unable to answer that question.  The Ridge landfill, I believe, is being served under an M13 distribution rate.

MR. MORAN:  M13.

MR. MACPHERSON:  Which is not an in-franchise rate, so the application of E.B.O. 188 does not apply to that project.

I would expect, and we could verify this, that our credit policies would apply to a customer such as the Ridge landfill so, if we were making an unsecured investment in building the lines or stations to serve that project, we would be evaluating the client for creditworthiness.

MR. MORAN:  So, in reaching the determination that 100 percent of the capital cost would be paid by the connecting customer, did I understand you correctly that you didn't apply the E.B.O. 188 guidelines to determine that?

MR. MACPHERSON:  I don't think I could answer properly, but I don't believe that E.B.O. 188 applies in cases of M13 or other ex-franchise service rates.  So, apologies.

MR. MORAN:  Mr. Stevens, perhaps we could get an undertaking just to clarify that.  It is really just to understand how the capital cost was managed in that context.  I understand they are on an M13 contract rate, but the actual capital cost of the facilities, was that contribution determined on the basis of the E.B.O. 188 analysis?

MR. MACPHERSON:  And I can just clarify, we can still do that, but these policies apply to distribution services and Ridge landfill is not a distribution service; it's an injection service.

MR. MORAN:  Thank you.

MR. STEVENS:  We'd be happy to provide the undertaking, Commissioner Moran.  So to determine -- or to advise as to how the customer contribution was determined for the ridge landfill site?  And I think you also asked as to whether Enbridge holds any security, or any future protection, from the customer?

MR. MORAN:  Yes.

MR. STEVENS:  We can provide that answer in writing.

MR. MILLAR:  The undertaking is --

MR. MORAN:  And I'm interested in this just as an example of a customer who, as Mr. Macpherson has indicated, isn't a distribution customer; they are an injection customer.  But cost is cost, and connection facilities are connection facilities, so I just want to understand how it worked in that context.

MR. STEVENS:  Certainly.  And we'd be happy to advise, although, as Mr. Macpherson has indicated, it may well be that it's not entirely indicative of an in-franchise large customer.

MR. MORAN:  Yes, I understand.

MR. MILLAR:  The undertaking, Mr. Chair, is J11.3.
UNDERTAKING J11.3:  ENBRIDGE TO ADVISE AS TO HOW THE CUSTOMER CONTRIBUTION WAS DETERMINED FOR THE RIDGE LANDFILL SITE, AN INJECTION CUSTOMER, AND WHETHER ENBRIDGE HOLDS ANY SECURITY, OR ANY FUTURE PROTECTION, FROM THE CUSTOMER.


MR. MORAN:  Thank you, Mr. Millar.  I think the next question is probably directed to you, Ms. Giridhar.  So there are two things that get recovered in general service customer rates.  There is the delivery cost.  Right?  And then there's the commodity cost.

And, in looking at Enbridge's long-term plan to deal with its scope 3 emissions and reach net zero by 2050, you're planning on renewable natural gas.  Right?

MS. GIRIDHAR:  That is correct.  But, to clarify, we haven't set scope 3 emissions at this point in time.  So the company's use of natural gas right now -- or, sorry, the contemplation of renewable natural gas from an operating perspective is for its own scope 1 emissions.

I'm sorry, I don't know if I'm getting to what you are trying...

MR. MORAN:  I'm just recalling the evidence from the energy transition panel.

MS. GIRIDHAR:  Ah.

MR. MORAN:  Which was looking at the use of natural gas by customers of Enbridge.  And Enbridge, obviously, has no control with respect to what the customers do with that; you know, classically, the scope 3 emissions of the Enbridge system.

MS. GIRIDHAR:  Right.

MR. MORAN:  So, in order to meet that net zero objective, you are relying on natural gas.  Right?

MS. GIRIDHAR:  That's right.

MR. MORAN:  And you are proposing to rely on hydrogen, as well.

MS. GIRIDHAR:  That is correct.

MR. MORAN:  And you are also looking at abated fossil-fuel, as well.  Right?

MS. GIRIDHAR:  That's right.

MR. MORAN:  And those don't contribute to the delivery cost.  They contribute to the commodity cost.  Right?  If there is a cost associated with those things.

MS. GIRIDHAR:  That is correct.

MR. MORAN:  All right.  And, as I understand the evidence, it is expected that these will cost more than the current fossil fuel unabated.

MS. GIRIDHAR:  That's correct.

MR. MORAN:  Okay.  And, when we look at E.B.O. 188, of course, the analysis there focuses on the delivery cost.  Right?

MS. GIRIDHAR:  That's correct.

MR. MORAN:  Not the commodity cost.  Okay.  And it's fair to say that, when you look at new builds with developers, they are not exposed to the commodity cost.  They are going to build a house and sell it to a customer who will be exposed to the commodity cost down the road.  Right?

MS. GIRIDHAR:  That is correct.

MR. MORAN:  Thank you.  Moving to my next question.  You indicated that, if the Board were to change the revenue horizon from the current 40 to some lower number, perhaps all the way to zero, the result of this would be that new customers would be subsidizing current customers.  Can you explain that in a bit more detail, what that subsidy looks like and how you reach that conclusion?

MS. GIRIDHAR:  The reason for that conclusion is that, if the new customer were to pay for all of their connection costs, the calculation of that connection cost includes not just the physical connection, but also the incremental O&M cost that they've imposed on the system, as well as the normalized system reinforcement costs.  That would mean that any distribution charges that they would pay, because they would be the same as everybody else, would completely be a contribution to the costs imposed by other customers on the system, because they have accounted for all costs that they have imposed on the system through the connection cost.

MR. MORAN:  Okay, that's helpful.  So your assumption is that, despite paying the total cost upfront, they would continue to pay the postage-stamp rate that everybody else is paying?

MS. GIRIDHAR:  That is correct.

MR. MORAN:  All right.  So, from a rate design perspective, that doesn't necessarily have to be the outcome.  One can come up with a rate for those customers, can one not?

MS. GIRIDHAR:  That is correct.  If the Board were to require us to have two classes of customers in every rate class, one consisting of all existing customers and another one consisting of customers that have paid their connection costs upfront, that could be the case.  I suspect there would be a fairly involved cost allocation methodology change that would result in that.

MR. MORAN:  Right.  And your talented rate-design specialists are up to the job, are they not?

MS. GIRIDHAR:  I would hope so.  They have a lot on their plate.

MR. MORAN:  All right.  You spoke a lot about cold-climate heat pumps, and you referenced that they worked down to minus 15 degrees Celsius.  There has been other evidence with respect to cold-climate heat pumps that suggests that they work down to 30 degrees Celsius.  I am just curious where you are getting the minus 15 degrees from.

MS. GIRIDHAR:  Yes, Commissioner Moran.  My understanding is that the cold-climate heat pumps that are being installed right now, the manufacturers are certifying performance standards up to minus 15 degrees Centigrade for installation.  So that is information from our technology and development team.  That is with respect to the installations that are happening right now.

And the other reference that I provided was a study that Excel Energy released just this week.  Excel Energy provides service, I think, in eight Midwest states for gas and electricity, so they are actually a combination gas/electric utility.  So I took notice because, you know, that would mean that they actually have system planners for gas and electricity that actually talk to each other, you know, belonging to the same company, and they have come to the conclusion that the cold-climate heat pumps are not making an appreciable impact from a perspective of peak demand, in that they are relying on resistance heat when it's really cold in those states.  And so they are concerned about the implications for peak demands on the electric system as a result.

That is not to say that future cold-climate heat pumps might not get there.  In fact, I think the IESO, in its Pathways to Decarbonization study, made the explicit assumption that the technology for cold-climate heat pumps will evolve sufficiently to account for their assumptions in their modeling.

MR. MORAN:  Is that a report that's currently on the record?

MS. GIRIDHAR:  No, it is not.

MR. MORAN:  I'm wondering if you could undertake to file that.

MR. STEVENS:  Certainly, we can.

MR. MORAN:  Thank you.

MR. MILLAR:  That's J11.4.
UNDERTAKING J11.4:  ENBRIDGE TO FILE THE IESO'S PATHWAYS TO DECARBONIZATION STUDY.

MR. MORAN:  To bring the question into Canada, you are the delivery agent for NRCan's Greener Home program, so you will be aware that they have a long list of heat pump technologies that qualify for the program at different levels.  Have you -- do you have any information from NRCan with respect to the availability of the heat pumps in Canada that are effective down to minus 30 degrees Celsius?

MS. GIRIDHAR:  I think we'd have to take an undertaking.  I'm not aware.

MR. MORAN:  Okay.

MR. STEVENS:  We'd be happy to advise.  Can I just clarify and make sure that we're answering the question that you have in mind, Commissioner Moran?

MR. MORAN:  In your usual pithy fashion, Mr. Stevens.

MR. STEVENS:  I have been accused of having a 57-word pithy response at one point, so I'll try to do better this time.  My understanding is:  To advise as to whether Enbridge Gas has information from NRCan about the performance of cold-climate heat pumps?

MR. MORAN:  Correct.

MR. STEVENS:  Is that fair?

MR. MORAN:  Yes.  I mean, as I understand it, Enbridge relies on energy advisers to actually deliver the program, and presumably they are saying something to the homeowners about how effective the heat pumps are, and, if they're saying that they're good to minus 30, I guess that's one thing; if they are saying they're only good to minus 15, that's another thing, or perhaps they're talking about the range of technologies that are available that would allow heat pumps to operate up to or down to minus 30 degrees Celsius, so that's what I'd like to understand.

MR. STEVENS:  Thank you.  That's helpful.  You mentioned advisers, and I will admit I'm not as close to these programs as others.  When you are speaking of advisers, are you speaking of folks from NRCan, or are you speaking of folks in the HVAC industry?

MR. MORAN:  These are the energy auditors that go in and assess your house and then make recommendations about the measures that are available and what rebates are available in the combined Enbridge Greener Homes-NRCan program, so the people who are actually delivering the program on the doorstep of people's houses.

MS. GIRIDHAR:  If I may clarify, Commissioner Moran, my understanding is that the heat pump is relying on resistance heat to deliver heat at that high temperature, not that it is not functioning.

MR. MORAN:  I understand that you've suggested that, once you get past minus 15, in your example, that the backup might be resistance heating or it might be once you get past minus 30.  I guess it depends on what brand you're using -- which brings me to my last question:  What knowledge does Enbridge have with respect to the brands that are actually available in Canada that are effective down to minus 30?  Do you have that information available?

MS. GIRIDHAR:  I do not, but I'm sure there are people in the company who can respond to that question.

MR. MORAN:  Yes, I expect in the DSM program there are probably one or two people there.

MR. STEVENS:  So then, can we combine all of those things into one undertaking, Commissioner Moran?

MR. MORAN:  All into one undertaking is fine.  Thank you.

MR. MILLAR:  Mr. Chair, if I may, that will be J11.5.
UNDERTAKING J11.5:  TO ADVISE AS TO WHETHER ENBRIDGE HAS INFORMATION FROM NRCAN ABOUT THE PERFORMANCE OF COLD-CLIMATE HEAT PUMPS; TO ADVISE ENBRIDGE'S KNOWLEDGE WITH RESPECT TO THE BRANDS THAT ARE ACTUALLY AVAILABLE IN CANADA THAT ARE EFFECTIVE DOWN TO MINUS 30.


MR. MORAN:  Thank you.  Ms.  Giridhar, in response to the proposition that's been put forward by some parties about reducing the revenue horizon to something less than 40, you've expressed concern, I guess, about the ability of the electricity system to pick up the slack, as it were, if people choose not to connect with gas or, in the context of relying solely on heat pumps, if people don't have gas as a backup to their heat pump.  Certainly, Enbridge has its own planning expertise when it comes to system planning, so I won't ask you if you agree with that.  I'm sure you will.  But you would also agree that, when it comes to electricity utility planning, the LDCs bring their planning expertise to meeting the needs of the electricity system along with the IESO that looks at the provincial needs.  Right?

MS. GIRIDHAR:  I would agree.

MR. MORAN:  Okay.  And, of course, I think that there have been several instances where people have confirmed that the transition that's underway isn't going to be complete overnight.  Right?

MS. GIRIDHAR:  Agreed.

MR. MORAN:  Okay.  And you made reference to the 1.5 million housing target of the government.  Again, those aren't getting built in 2024, are they?

MS. GIRIDHAR:  That's right.  That is, I understand, a 10-year timeframe.

MR. MORAN:  Right, and so as we go forward over year by year, would you agree that the electricity utilities and the IESO and Enbridge collectively are all able to see what's happening and to plan for the expansions they need to plan for?

MS. GIRIDHAR:  Absolutely, and that is why we are huge fans of an increased level of coordination between Enbridge, the LDCs, as well as the IESO.

MR. MORAN:  Right.

MS. GIRIDHAR:  I think, if we put our collective system planning hats together, I think we can absolutely deliver on those requirements.

MR. MORAN:  Right.  Now, do you coordinate with LDCs in any way?

MS. GIRIDHAR:  I would say we are beginning to have those conversations to a greater extent.  I think, not to necessarily punt this to the next panel, but Ms. Cara-Lynne Wade is definitely having conversations with some of the bigger utilities -- I think Toronto and Ottawa come to mind, for instance -- and certainly conversations with the IESO are proceeding.

MR. MORAN:  Okay.

MR. MACPHERSON:  Excuse me.  I could add to that.  We do a greater level of coordination for economic development activities with the province, where we're trying to attract businesses like Volkswagen and/or Stellantis to Ontario, where we are evaluating capacity for utilities and other service to meet new development projects.

MR. MORAN:  Okay.  Thank you for that.  I'll preserve my remaining questions on this topic for Ms. Cara-Lynne Wade in the next panel.  So, if I understand it, I think your overall position, Ms. Giridhar on behalf of Enbridge, not your personal position, the concern about the electricity system to meet the space-heating requirements on the coldest days of the year, your view would be that the best way to do that is to build an entire gas system sized to that peak day to be used on those few days while the heat pumps do all of the rest of the heavy lifting?

MS. GIRIDHAR:  Commissioner Moran, I think I would suggest that, from Enbridge's perspective, that is a safe bet to proceed on the basis of at this point in time, given what we know about the planning and the electricity system and that the coordinated planning can allow us to evolve that as more and more capability is built.  It will allow us to get more granular in that respect, so it is not necessary that -- I don't believe Enbridge is taking the view that, for all time to come, all peak demand should remain on the gas system.  We realize that customer choice might mean that some customers might prefer not to be connected to the gas system.  But, as we sit here today, we do believe hybrid heating is a really cost-effective and a reliable way of marrying up the desire to reduce emissions quickly and to leverage the gas system in terms of its peak capacity and its resilience and reliability.

MR. MORAN:  Okay.  The last question has to do with the relationship between the revenue horizon issue and depreciation policy.  I think you made some reference to, if the revenue horizon is going to be adjusted, then some consideration has to be given to depreciation policy.  Can you explain that in a bit more detail, please?

MS. GIRIDHAR:  Certainly.  I think, as a regulated entity, we always look very closely at the Board decisions with reasons.  So the decision, itself, obviously is very important to us but also the reasons why the decision.  So I think the point I was trying to make is, to the extent a reduction in the revenue horizon is tied solely to a belief about how long customers might remain on the gas system, then it pretty much completely ties the revenue horizon issue with depreciation and business risk.  I think what I was trying to articulate is that, to the extent a reduction in the revenue horizon is justified on the basis, for example, of energy transition is resulting in greater uncertainty about revenue forecasts -- I think the E.B.O. 188 decision itself talked about 40 years being a long time -- I think something like that would allow the company to move forward with a little bit more certainty about what changes are needed immediately vis-à-vis a wholesale re-think perhaps in the terms of the role of the gas company in the future.  And so I don't know if I'm articulating it well, but there could be a host of reasons why the revenue horizon is reduced.  But to the extent that it is predicated solely on a belief that customers are leaving the system, I think that immediately brings in the depreciation and equity thickness and business risk concerns that we have highlighted.

MR. MORAN:  All right.  Well, let me just test this a little bit, so I can understand it:  If the revenue horizon was reduced from 40 to 20, just as an example, what would that signal to you in terms of depreciation policy?

MS. GIRIDHAR:  If the revenue horizon was reduced to 20 years, with the reason that it is the Board's view that customers will not remain on the gas system in 20 years, then that would signal a -- potentially, an EPH or economic planning horizon of 20 years from today.  Because really, if that were to apply to customers coming on the system in 2024, those would be the newest customers, and they are expected to get off in 2024, it begs the question, what about all the customers that have come before them?  I hope that was --


MR. MORAN:  So you are assuming that reducing the revenue horizon to 20 years is an assumption that they will get off the system in 20 years' time.  What if they stay on the system?  I mean, what they have done is they have prepaid the capital cost and depreciation expense of some assets.  What happens if they stay on?  Isn't that a rate design issue?

MS. GIRIDHAR:  I think the way this would actually unfold is that, because we come back to the Board every five years, we have the opportunity through the regulatory rate-making process to make adjustments.

So for instance, if that were a prompt -- let's say the implementation of the economic planning horizon at this point, in 2024, and therefore, you know, an increase in depreciation expense from $700 million to $1.3 billion, you know, we would have the opportunity in 2029, when we come back, to actually test what is happening with customers and, you know, whether there are more disconnects happening from the gas system, how have cold-climate heat pumps evolved, where is RNG and hydrogen and so on?  So there is an opportunity to adjust at that point.

And so that could mean that in 20 years' time, if we have concluded that people are not leaving the gas system, then there would be an opportunity in between to adjust rates and sort of make those adjustments through the rate-making approach as opposed to the decisions that drove the initial connection costs.

We also have instances where, in the past, I think with system expansion and in particular, if your customer attachment has exceeded what you had forecast, then there's an opportunity to provide refunds of CIAC.

I am looking at Mr. Macpherson to confirm that that is true.

MR. MACPHERSON:  That's true.  We proposed harmonization of that policy in this application.

MR. MORAN:  Right.  And so you are looking at the revenue horizon being applied for new connection customers starting in 2024.  But I think you are also saying that to the extent that there is a stranded asset risk being managed through that mechanism, to the extent that that's true, there then there is also a stranded asset risk for existing customers.  And so that might be a reason to look at the depreciation policy in addition to the revenue horizon?

MS. GIRIDHAR:  Exactly.

MR. MORAN:  All right.  Those are all my questions.  Commissioner Duff, I think you had a follow-up?

MS. DUFF:  No.  Just feeding off that last point, and I appreciate the next panel will be the capital expenditure panel but, as I, in table one, when we have talked about this $304 million for customer connection capital expenditures in 2024 and the relationship with the underlying assets in there, depreciated lives -- it must be somewhere in the evidence, but perhaps that panel could draw reference to the $304 million, that it must be meters, it must have a few different asset classes with different depreciation lives.

Is that something that is already in the evidence?  Or would that be an undertaking?

MR. STEVENS:  Nothing is as simple as it seems like it might be, Commissioner Duff.  I believe that the next panel will be able to speak to the components of what's included in the $304 million.  We can that is the customer connections line in sort of the broader capital budget, evidence that's been presented.  And it may well be that the folks on that panel have some understanding or some information about the depreciation associated with different classes of assets.  I can't promise you that they have all the answers as to depreciation, but there is also a depreciation panel.

I mean, if it's more straightforward for all of this information to be collected in one answer, we can take that away in writing and do that also.

MS. DUFF:  I am prepared to wait.  I think you have summarized my question and understand.

MR. MACPHERSON:  If I could interject, some of that information, Commissioner Duff, was in ADR.6, which we had up earlier which broke it down.  And I don't know if that's helpful, thank you, so see this level of granularity.  I am sure the next panel can go deeper, should it be required.  I don't know if this is helpful, a different break-out of this same information.

MS. DUFF:  Yes, looking by asset class.

MR. MACPHERSON:  By asset class, I apologize.  I understand --


MS. DUFF:  Okay, that is fine.  Thank you, very much.

MR. MORAN:  So I took the opportunity to review my notes, and I do have one more question.  I am sorry.

Ms. Giridhar, you made a reference to last winter, that 6,000 megawatts of gas generation was used on peak days.  And then you said something along the lines of that produced more GHGs than gas furnaces.

I am not sure I understand that statement in the context of last year.

MS. GIRIDHAR:  Certainly, Commissioner Moran.  What I was trying to articulate there is the marginal carbon intensity of gas-fired generation in relation to a furnace.  So furnaces are in excess of 90 percent efficient, and gas turbines I understand are 50 to 60 percent efficient.  So a kilowatt-hour-equivalent that is produced by a furnace will result in less GHG commissions, less carbon, than running a gas-fired generation, remotely transferring it, you know, over to the -- to a customer through transmission lines, et cetera.  So I was only referring to the marginal carbon intensity of using gas on peak, gas-fired generation on peak, versus using gas in the home.

MR. MORAN:  All right.  So I may have misunderstood it then, because I thought you were suggesting that therefore it's better to have gas as a backup to your heat pump than using resistance heating as a backup to your heat pump?

MS. GIRIDHAR:  That is correct.  So to the extent that the resistance heat is provided by gas-fired generation, we would be better off having gas as a backup in the home, coming off a 95 percent-plus efficient furnace.

MR. MORAN:  So do you have an analysis that supports those statements?

MS. GIRIDHAR:  Yes, we can.  We have done analysis on the [audio dropout] of different sources of electricity.  And I believe that report is public, so we can definitely provide that.

MR. MORAN:  I would assume that this would be some kind of spreadsheet that compares heat pumps that are good to minus 30 degrees, and then resistance heating?  Or does it look at heat pumps to minus 50, and then resistance heating?

MS. GIRIDHAR:  I think the specific example was on the assumption that resistance heating is required at minus 26 degrees, which is the peak day for our gas system, and on the marginal intensity of gas-fired generation, I believe we have a report that power advisory produced, which was provided publicly.

That's my recollection.  And so we can certainly provide that report and make the specific assumption and the undertaking to show how we arrived at that number.

MR. MORAN:  That would be great, and helpful.  Thank you.

MR. MILLAR:  Mr. Moran, that's J11.6.
UNDERTAKING J11.6:  ENBRIDGE TO FILE THE ANALYSIS COMPARING FUEL SOURCES AS BACKUP TO HEAT PUMPS.


MR. MORAN:  Those are all my questions.  Mr. Stevens, do you have any re-direct?
Re-Examination by Mr. Stevens:


MR. STEVENS:  I do have one question.  And I think this is for you, Ms. Giridhar, but certainly for anybody.

During your discussion with Ms. Girvan, you were looking at table 1.  And Ms. Girvan asked about Enbridge Gas's views about changing the revenue horizon to 15 or 20 years.

MS. GIRIDHAR:  I think I might have addressed a little bit of that already in responses to questions from Commissioner Moran.

I think my thinking, or the company's thinking, in terms of 25 years is, I suppose, a change to 25 years on the basis that this is what is used in the electricity sector, and until we know more, you know, this could be an interim step, or using 30 years because that reflects, for example, the average period over which new customers pay their connections costs, and therefore it is an appropriate number to use at this point, those are, you know, adjustments that could be made to the revenue horizon.

In keeping with what we know today in terms of energy transition, that perhaps it's permissible to make some adjustment in light of the added uncertainty about energy transition -- sorry, maybe I'm not articulating it properly -- but, if the Board were to decide that, in light of energy transition, it is appropriate to change the 40-year horizon to something else, then I suppose a 30-year number fits with the average number of years over which a new customer actually pays for their connection cost.  I think we saw in and interrogatory response.  So that could be a rationale for doing that.

And I suppose a 25-year, as Mr. Ladanyi said, irrespective of the reasons why we might have had 40 and 25, and I don't think we are agreed on whether it's appropriate to use the same number in both instances, but the Board might say that, well, 25 years is what is used in the electricity sector and, until we know more or we have further processes, maybe that's appropriate.

So those are just thoughts from Enbridge's perspective.  I think our main issue is not tying it so specifically to an expectation of how long customers would stay on the system because, really, from a decision-with-reasons perspective, that prompts very, very difficult depreciation and equity thickness questions for the company and investor response.

I think that's kind of where I was going, but I think I'm venturing into musings at this point.  So perhaps, if there is more that we might need to say, there is an opportunity through future panels on this point.

MR. STEVENS:  Thank you very much.  Those are our questions.

MR. MORAN:  Thank you, Mr. Stevens.  So this concludes testimony from this panel.  We'd like to thank you for your assistance.  Mr. Stevens, we will take a break while you set up your next panel.

MR. STEVENS:  Certainly.  And I can advise that the next panel has some examination-in-chief to present.  I think we had indicated 15 minutes.  So, to set everybody's expectations, I will say that, by the time they are sworn and speak to the items that they're meaning to speak to, it will probably keep creep a little bit above that.

MR. MORAN:  Fair enough.  Okay, not a problem.
--- Recess taken at 12:16 p.m.
--- On resuming at 12:25 p.m.


MR. MORAN:  So, Mr. Stevens, I think the plan is for you to get through your direct, and then we'll take our lunch break, so you are standing between us and lunch.

MR. STEVENS:  Well, I'm sure that will make sure that everybody is paying extra-special attention.  The next panel is here to speak to the 2024 capital budget as well as the asset plan, integrated resource planning, and 2023 capital additions.  

The members of the panel are, and starting closest to me, Danielle Dreveny, manager capital financial planning and analysis; Bob Wellington, manager asset management governance and risk; Jim Sanders, senior vice-president, operations; Cara-Lynne Wade, director energy transition planning; and then moving to the back row closest to me, Jason Vinagre, manager regulatory accounting; Jennifer Burnham, director field services and growth; Brad Clark, manager distribution optimization engineering; and, finally, Gord Dillon, manager transition system planning.  Ms. Wade and Mr. Dillon have previously been affirmed, but the balance of the witnesses are appearing for the first time.

MS. DUFF:  I'm just going to read the oath, and I'll start with Mr. Sanders.  I'll read the question once, and then I'll just address you individually if you could provide your answer.  Mr. Sanders, 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?

MR. SANDERS:  I do.

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

MR. SANDERS:  I do.

MS. DUFF:  Thank you.  Mr. Wellington?

MR. WELLINGTON:  I do.

MS. DUFF:  Ms. Dreveny?

MS. DREVENY:  I do.

MS. DUFF:  Mr. Vinagre?

MR. VINAGRE:  I do.

MS. DUFF:  Ms. Burnham?

MS. BURNHAM:  I do.

MS. DUFF:  And Mr. Clark?


MR. CLARK:  I do.

MS. DUFF:  Thank you very much.
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MR. MORAN:  Thank you.
Examination-in-Chief by Mr. Stevens:


MR. STEVENS:  Thank you.  My first question for the witness panel is:  I understand that there are a couple of corrections to the evidence that this panel would like to read into the record just to begin your testimony.  Mr. Wellington?

MR. WELLINGTON:  Yes.  This is Bob Wellington.  In preparation for the hearing, we identified three corrections that we'd like to explain here today.  The first one is in Exhibit I2.6-SEC-136, attachment 2, table 1.  In that table, we noticed a typo in the number of kilometres of pipe shown in the 2024 depth of cover program.  Instead of 25.44, it should say 0.44.  The error was a result of numbers being copied over from the forecasted dollars in a table within that document, so, consequently, the grand total of kilometres being replaced under the 2024 column should read 21.5 instead of 46.15.  

The second correction relates to Exhibit I2.6-SEC-139.  Under the general replacement program, main links of 9.8 kilometres, 12.7 kilometres, and 11 kilometres should be included for 2023, 2024, 2025 respectively, and under the vintage steel replacement program, main links of 15.7 kilometres, 7.1 kilometres, and 2.2 kilometres should be included for 2023, 2024, and 2025 respectively.  

The third correction relates to exhibit I2.6-CCC-71.  This relates to the capital forecast expressed in line 22 for the Dawn-Parkway, Kirkwall-Hamilton project.  Line 22 originally should have included a value of $22.8 million in 2025.  During the rebalancing process for the capital update, that amount was moved into the forecast for 2027 for that project.  Upon discovery of this in preparation for the hearing, we made the adjustment, and we have moved that amount back into the 2025 forecast for that project, and, to balance the portfolio, there are three station investments which would be included in the same interrogatory response for CCC 71 under table 5.2.4.8.  In that table, we would be moving $2 million from line 2 from the year 2025 to 2027 and $21 million in line 12 from 2025 to 2027.

MR. STEVENS:  Thank you very much.  Ms. Dreveny, as everybody is aware, on June 16th Enbridge Gas filed a capital update and then filed further updates to evidence on July 6th, setting out the impacts and implications of the capital update.  Just for context, I think it might be helpful if you could explain briefly the reasons for the capital update [audio dropout] that led to it.

MS. DREVENY:  Certainly.  Thanks, Mr. Stevens.  After the October filing, Enbridge Gas began the development of the 2023 forecast and 2024 budget, which has resulted in some changes to the planned capital expenditures as compared to what was presented in October and the subsequent March update.  Overall capital requirements have experienced changes as a result of project deferrals, emerging needs, and inflationary pressures.  During the technical conference, Enbridge Gas indicated that it would report on any updates to the capital budget as set forth in the pre-filed evidence, stemming from its 2024 budgeting process, as soon as the information could be provided in advance of the oral hearing, should it be required.  While our practice is to follow the corporate budget process, the capital update was completed on an advanced, sorry, on an accelerated timeline compared to what we would typically do, to ensure that we had the information available in time for the hearing.

MR. STEVENS:  Thank you.  Turning to you, Mr. Sanders, and also to you, Mr. Wellington, I understand that the witness panel would like to make some introductory remarks and contextual remarks around Enbridge Gas' capital plan and its capital planning approach?

MR. SANDERS:  Yes.  Thanks, Mr. Stevens.  The Enbridge Gas capital program is necessary to ensure the continued safe, secure, reliable, and resilient operation of the majority of the natural gas system in Ontario.  This energy system and the supporting business systems currently deliver approximately 30 percent of the province's annual energy requirements, which equals approximately 770 petajoules or 214 terawatt hours, while meeting peak energy requirements of 8 petajoules, which is approximately four to five times the peak electrical system in Ontario.  While the makeup of this critical energy system is well documented in the materials submitted for this hearing, I believe it's worth repeating and considering as we discuss the capital requirements.  The components of the natural gas operating system include utilization, distribution, transmission and storage assets, and the business support assets which include technology information services, fleet and equipment, real estate, and workplace services.  These now-integrated assets are significant in both scope and scale, commensurate with the large geographical area served, the customers served, and the energy supplied.  The utilization assets are the meters, regulators, and customer connections currently supplying our 3.8 to 3.9 million residential, commercial, agricultural, industrial and generation customers.  The distribution assets include approximately 150,000 kilometres of main and service pipelines supplied from 36,000 measurement- and pressure-regulating stations.  The transmission system consists of over 3,600 kilometres of critical supply pipelines which operate over 30 percent of the specified minimum yield stress and are powered by 53 compressors at four primary sites totalling 800,000 horsepower, and what I would consider one of the most important energy assets in Ontario and in North America, Enbridge's storage assets.  The now-combined utility storage facilities of Dawn and Corunna have approximately 199 petajoules or 55 terawatt hours and can deliver 6.4 petajoules per day, which is the equivalent of 73,000 megawatts.  The utility storage is a portion of Enbridge storage facilities' total capacity and deliverability.  Again, I appreciate that I'm repeating information that is well-documented, but I believe it's important context.

MR. WELLINGTON:  So Enbridge is confident that the asset management and capital plans that we put forward and the capital additions that we've set out in those plans are appropriate.  The reason for that is that we follow a rigorous asset management planning and capital budgeting process and, through those processes, we've ensured that the investments that we have within that plan are those investments that are required to sustain our operation and meet both our service and our compliance obligations.

MR. SANDERS:  So the plan represents the lower capital envelope needed to continue to deliver a prudent balance between affordability, reliability, resilience, ensuring security requirements are met and sustainability.

And the requirements in the plan are reflective of meeting the applicable codes and standards at the time that the investment portfolio was developed.

I would like to call to attention some new information that was presented as part of the capital update.  And if I could ask Ms. Monforton to pull up Exhibit 251? - just to guide through the conversation.  And if you could pull up figure 2, when you have a moment?

Okay, thank you, very much.

This is a new view that we have created in support of this application.  And the intent is to enhance stakeholder understanding of the proposed investments in the context of both business driver and immediacy of need.  And actually, if we could go to table 1?  I believe it is on the previous page?  Thank you.

So this table provides the definitions of these new investment categories that we have created.  And essentially what we have done is we have broken it down into some main categories, the first sustainment, which is really capital; it is focused on the core activities that we need to undertake to continue operating our business safely and reliably.

Energy transition, which includes those investments that we are making to look to the future, and integration of newer, cleaner gaseous fuels.

Growth, which would include our customer connection and reinforcement projects, as well as replacement.

And within the replacement category, we've broken it down even further into subcategories of reactive replacement, which would be those investments that are really built out, emergency blankets to respond to damaged and failed assets.

A short-term replacement which is are those assets -- are those investments that are focused on ensuring that assets that have a likelihood of failing in the next one to 20 years are addressed proactively.

Long-term replacements, which takes a longer-term view of our assets and ensuring that we are balancing workload and bringing work ahead in order to make sure that we can get ahead of failure for those assets.  And replacement with long-term cost effectiveness in mind wherein we are executing construction projects where there may be immediate needs, but we have an opportunity to find efficiencies by addressing some of the longer-terms needs within that same construction project.

As noted in Exhibit 251, paragraph 24, the majority of the capital expenditures between 2023 and 2032 are related to sustainment of our business and replacement of those assets which are aging, and bringing risk to our organization.  And 84 percent of that funding is directed towards our gas-carrying infrastructure.

I also wanted to call out the fact that Enbridge does employ rigorous life-cycle extension activities in efforts to try to understand the condition of our assets and be proactive about their replacement.

We are leveraging 175 years of experience in doing so, and have implemented sophisticated tools and programs to achieve it.

Our practices meet or exceed code requirements and industry standards to assess condition and risk associated with our distribution pipeline assets, and we have continued to make improvements on those -- sorry, on those practices through programs such as EDIP.

Those conditions and risk-based findings from such programs are built into the decisions that we make to replace our assets proactively.  But I want to identify that the decision to repair our assets is based on having found an asset that has failed or is damaged.

MR. STEVENS:  Thank you.  Mr. Sanders, Mr. Wellington was speaking about the issue of reacting to damages or failures versus proactive replacements, and the emphasis that is made on repair.

Can you speak a little bit more about Enbridge's proposed and current approach and the implications for the system customers?

MR. WELLINGTON:  Certainly, Mr. Stevens.  Bringing natural gas operating assets to failure is not acceptable to Enbridge, and is not a sustainable way to operate a critical component of the province's energy system.

Enbridge's maintenance, condition monitoring, corrosion prevention, damage prevention, integrity management and proactive replacement programs are intended to monitor the condition of our operating systems assets and proactively address the unacceptable risk.

Similar upgrade and replacement programs for the business support assets ensure continued business operating capability.  While failures may occur, the strategies set out in the app are intended to manage failure frequencies and reduce the potential failure frequencies from increasing in the future.

EGI's proactive replacement programs for operating assets have historically allowed the company to sufficiently manage failure risks while these assets continue to age, while replacing only a fraction of a percent of the total installed assets per year.

The current plan put forward by EGI represents a reduction in pacing for some of these programs, while further impacts resulting from the proposed EDIM program are yet to be determined.

If not prudently managed, the potential risk of failures aren't theoretical or pure business calculation.  Rather, they entail significant potential impact to Ontarians, and entail -- and their everyday livelihood, ranging from the obvious of providing heat on extremely cold days, to large sectors of the economy that are directly enabled by natural gas.

MR. STEVENS:  Thank you.  Now turning to a different topic:  During the hearing last Thursday, Mr. Rubenstein asked some questions of the customer attachment panel about the profitability index amounts for recent years, and around the variance explanation that's on the record for customer attachment costs and profitability index forecasts and results for 2021, 2022 and 2023, during which time Enbridge has been showing a PI of less than 1.0 for those years.

Mr. Macpherson noted that this panel may have some more information to provide.  And so turning to you, Ms. Burnham, I understand that there is some information that you would like to provide as part of your opening remarks?

MS. BURNHAM:  Yes, Mr. Stevens, and I can add to some of the comments Mr. Macpherson gave last Thursday.

So the company has faced significant cost pressures in its customer attachment portfolio over the past few years which have contributed to the investment portfolio not reaching 1.0 in 2021 and 2022, and are forecast not to reach 1.0 in 2023.

As to the variance explanations which speak to the inflationary pressures, particularly through the pandemic that impacted those costs, we have a number of exhibits already on the record.  I can point you to Exhibit 2.5.3, pages 16, 21 and 26, as well as in the capital update, Exhibit 2.5.4, pages 8, 16 and 21.

As an illustrative example to help understand the drivers for the increase, at a high level, we looked at the total customer-connection CAPEX and attachments across the portfolio which would include residential, commercial and industrial customers in recent years.

And on a simplified average basis it showed an approximate $2,000 increase to costs to attach a customer from 2019 to 2024.

Over that time period we did experience a number of inflationary cost pressures.  And some of those examples include municipal and conservation authority permitting has increased anywhere from 20 to 50 percent through that time frame, which results in a $200 to $500 impact per customer attachment.

Our material costs have risen by three percent through that time frame, and that has had an impact of about $100 to $200 per customer.

Enbridge implemented an enhanced sewer safety program for new installations, which increased costs by approximately $500 per customer.  And we saw inflationary impacts on construction costs in general, with higher annual increases for our contractors through that period, as well.

Other factors that are a little more challenging to quantify include municipal changes to restoration requirements, regulation changes such as the new soil handling regulations and productivity losses due to supply chain complications through those years.

When we look at the impact this has had on the investment portfolio performance, there are a couple of key factors:  One is our customer infill policy, where our ability to update the excess footage charges to reflect the increasing cost more accurately was limited.

It is also important to understand that there is a time gap between when projects are estimated and feasibility calculations are run, versus when the costs are incurred or we go to construction.

And typically, for zero large-tract subdivision developers and our commercial-industrial customers, the estimates for those projects are one to two years in advance of construction.  Now historically, we have included inflationary costs at a two percent per year level, as well as some contingency to mitigate cost impacts between when an economic analysis is run and when we construct the project.  However, through the 2021 to 2023 period, inflation and construction costs have been significantly higher and changed rapidly through those years.

The company has pursued and implemented different measures to mitigate these cost pressures.  We have put forward a new proposal for infill customers as part of our miscellaneous service charges; we have recently completed an RFP for a construction services contract which, starting in 2024, will drive further certainty on our customer attachment pricing through the next five years; and we have diversified our supply chain even more so that we can better manage supply shortfalls and ensure more consistent pricing.

MR. STEVENS:  Thank you.  And, finally, I understand, Mr. Wellington, that you'd like to offer a few comments about how Enbridge has addressed energy transition within the capital budget.

MR. WELLINGTON:  Thank you, Mr. Stevens.  Yes.  So, in consideration of energy transition, in our capital plan, clearly there are important discussions ongoing about the province's energy transition and the different pathways that we need to take to achieve our net zero goals, all the while ensuring that we achieve the most affordable, reliable, and resilient result.

Although there is some uncertainty, Enbridge has taken steps that are reflected in our capital plan, and I'd like to just take a moment to highlight a few of those steps.  The first of them is that we consider energy transition assumptions in our growth reinforcement forecast.

We have started embedding IRP alternatives into our planning process and we are starting to see the fruits of that.

We have implemented a new enhanced distribution integrity management program, which will give us a more specific understanding of asset conditions so that we can reduce the extent to which we replace some of those assets.

We have included a hydrogen study that will help us understand the ability of our grid, to accept more hydrogen in the future and whatever modifications may be necessary, if any, up to and including 100 percent hydrogen.

We have included investments that consider, or allow for, the conversion of some customers to lower-carbon fuel, as well as including RNG investments in our portfolio.

So the proposed plan must ensure that we can continue to be stewards of our natural gas infrastructure and ensure its safety and reliability, while considering optionality in the future of energy transition.

MR. STEVENS:  Thank you.  And that concludes our opening remarks.

MR. MORAN:  Thank you, Mr. Stevens.  We will take the lunch break now and resume at 1:30.
--- Luncheon recess taken at 12:47 p.m.
--- On resuming at 1:33 p.m.

MR. MORAN:  Thank you.  Ready to proceed with cross-examination, beginning with Schools, Mr. Rubenstein.
Cross-Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  Good afternoon, Panel.  Can the court reporter hear me?  I have a compendium.  I was hoping we could mark that as an exhibit.

MR. MILLAR:  Mr. Chair, it is K11.2.  Mr. Rubenstein did provide some hard copies, as well.  I understand there are some back and forth numbers, so I have that if that is of interest to you.  In fact, why don't I just bring it up since I have it here, and you can use it as you wish.
EXHIBIT K11.2:  SCHOOL ENERGY COALITION COMPENDIUM FOR PANEL 11.


MR. RUBENSTEIN:  Panel, I'd like to start by situating us with the requested rate base and the capital spending proposals in application, and maybe the best place to start is pages 2 and 3 of the compendium.  I understand on pages 2 and 3 of the compendium it shows pertinent information, including the rate base that you are requesting in this application on page 4, or, sorry, on page 3, as well as going back all the way to the 2013 Board-approved numbers.  Do you see that?

MR. SANDERS:  Yes, we do.

MR. RUBENSTEIN:  What we see if we start on page 2 is with the 2013-OEB-approved numbers, and this is the last time both of the predecessor utilities rebased.  The OEB approved a rate base of approximately $7.9 billion.  Do you see that?

MR. SANDERS:  Yes.

MR. RUBENSTEIN:  And a capital expenditure number at that time of $798 million.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  If we flip the page over, my understanding is it is information updated at the capital update stage.  What we see is for the 2024 test year in the far-right column.  We see a request for a utility rate base of $16.2 billion.  Do you see that?

MR. SANDERS:  Yes, we do.

MR. RUBENSTEIN:  And, as I understand, what this does include is the Dawn-Corunna project, which I understand is being dealt with in Phase 2.  But it is included in these numbers.  Correct?

MR. WELLINGTON:  That is correct.

MR. RUBENSTEIN:  And that's because the proposal will be to seek to have 100 percent of that in rate base.  Correct?

MR. VINAGRE:  That's correct.

MR. MILLAR:  Mr. Rubenstein, I'm sorry to interrupt.  Could we as the witnesses to state their name before speaking?  It's a large panel, and I know the court reporter is having a little bit of difficulty telling who is speaking.

MR. VINAGRE:  Yes.  That was Jason Vinagre.

MR. MILLAR:  Thank you.

MR. RUBENSTEIN:  But what's not included in these tables, as I understand it, is the Panhandle regional expansion project which you refer to in the materials and I'll refer to it as well is as the PREP project.  Do I have that correct?

MR. VINAGRE:  That is correct.

MR. RUBENSTEIN:  So, if it was included, the rate base for 2024 would be higher.  Correct?

MR. VINAGRE:  That's correct.

MR. RUBENSTEIN:  So, when I compare 2014 to the 2013-approved, that's comparing the $16.2 billion and the $7.9 billion in 2013; it's more than doubling the rate base.  Correct?

MR. VINAGRE:  That's a fair statement.

MR. RUBENSTEIN:  And now, with respect to capex in 2024, you are seeking $1.47 billion.  Correct?

MS. DREVENY:  This is Danielle Dreveny.  That's correct.

MR. RUBENSTEIN:  And, again, that is excluding the PREP project.  Correct?

MS. DREVENY:  Sorry, correct.

MR. RUBENSTEIN:  And so, excluding PREP, the 2024 capital expenditures compared to the 2020 -- sorry, the 2013-approved, that's about an 84 percent increase.  If you take that subject to check, that sounds about right?

MS. DREVENY:  It sounds about right, yes.

MR. RUBENSTEIN:  And I believe in 2024 you are forecasting about $195 million in PREP capital expenditures.  Correct?

MS. DREVENY:  That's also correct.

MR. RUBENSTEIN:  And so the increase over the 2013-approved would actually be higher than the 84 percent increase, if we included PREP.  Correct?

MS. DREVENY:  Yes, I agree with that.

MR. RUBENSTEIN:  So I think we can agree, since the last rebasing application, there has been a significant increase in the rate base and capital expenditures.  Agreed?

MS. DREVENY:  Agreed.

MR. RUBENSTEIN:  Now, I want to understand the capital update that occurred, that you filed in mid-June, and so maybe the best place to start is before the capital update and where the numbers were, so maybe we can look at page 4 of the compendium.  As I understand, this is a table you provided in response to an SEC interrogatory, but it showed -- and it is dated March 8th at the top -- the capital expenditures from 2013 through the end of 2028.  Do I have that right?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And it's broken down by asset class.  Correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And what it shows is at the time you were seeking approval of a 2023 capital expenditures of $1.6 billion and approximately $1.491 billion.  Do I have that correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And, as was discussed at the technical conference and you made reference to it in your opening comments, it first became apparent earlier after the filing of the application that the Panhandle regional expansion project was going to be delayed.  Do I have that correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  As well as -- and I think we talked about it and there was an undertaking to this effect -- that there was a whole host of other projects that at the time for 2013, sorry, for 2023, that you weren't going to, that were not going to be undertaken in 2023 as planned.  Correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  So, for example, in addition to the Panhandle expansion project in JT5.2 -- and this is shown at page 217 of the compendium; you don't need to pull it up.  It is, as I understand, an updated AMP spending for 2023, and it showed about $277 million of spending that was deferred or cancelled.  Does that sound about right at that time?

MS. DREVENY:  Yes, that sounds about right.

MR. RUBENSTEIN:  And I counted about 387 projects in 2023 that were not going to be done or were going to be cancelled or deferred.  Does that sound about right to you?

MR. WELLINGTON:  This is Bob Wellington.  That sounds about right.

MR. RUBENSTEIN:  And so, as I understand it -- and you again alluded to this in your examination-in-chief -- you were working towards at the time, the 2024 budget, which presumably included impacts of what at the time was expected in 2023.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And that involved new projects in 2023.  Correct?

MR. WELLINGTON:  That's correct except for those projects which would have been unique investments that are used to write down blankets.  So we have blanket accounts for certain things like emergency leakage projects, and so we'll take that blanket and break it down into two discrete investments, as an example.

MR. RUBENSTEIN:  And all of this was reflected in the updated 2023 and 2024 numbers shown in the capital [audio dropout]  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And so, for 2023, the original capital expenditure budget was $1.6 billion, and that included the bulk of the PREP project in 2023.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  As I understand it, if that project gets Leave to Construct approval, it's going to occur or the bulk of the spending will occur in 2024.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  All right.  So, if we can turn to page 5 of the compendium, this is the revised version of that same interrogatory response that you provided after the capital update in July, so this is the updated version.  So, previously, the 2023 and 2024 capital expenditure amounts were about $1.6 billion and $1.49 billion, as we talked about, and now the forecasts are $1.427 billion and $1.47 billion.  Correct?

MS. DREVENY:  That's correct.

MR. RUBENSTEIN:  So a total of about $3.097 billion over the two years.  Correct?

MS. DREVENY:  Subject to check.

MR. RUBENSTEIN:  But that excludes the PREP project.  Correct?  Those are not in this table?

MS. DREVENY:  That's correct.

MR. RUBENSTEIN:  We see that on footnote 2, and the numbers we see in footnote 2 are the revised numbers and the revised timing of the project?

MS. DREVENY:  Yes, that's correct.

MR. RUBENSTEIN:  And you are actually planning to undertake the PREP project and recover those amounts from ratepayers.  Correct?

MS. DREVENY:  Subject to approval of the leave to construct?  Yes.

MR. RUBENSTEIN:  And as I understand, you plan to spend $22.7 million in 2023 and $194.9 million in 2024, on the PREP project?

MS. DREVENY:  Yes, that's correct.

MR. RUBENSTEIN:  So if we go to page 6, this is my version of this table which I provided to your counsel last week.  This table does a number of things but, among its most important things, it adds back in the PREP project costs.

Now for 2023 and 2024, the amounts are $1.45 billion and $1.665 billion.  Do you see that?

MS. DREVENY:  Yes, I agree with your numbers.

MR. RUBENSTEIN:  And so for a total of $3.115 billion?

MS. DREVENY:  Subject to check, yes.

MR. RUBENSTEIN:  So it is an increase over the two years compared to the amounts as filed at the time of the application.  Correct?

THE WITNESS:  Yes.  And with the exception of 2015, this would mean 2024 is the highest year in capital expenditures since 2013.  Do I have that correct?

MS. DREVENY:  Yes, I would agree with that.

MR. RUBENSTEIN:  And if I look at the last five years of actuals, 2018 to 2022 -- we see this in one of the far right-hand columns -- the average capital expenditure was about $1.58 billion.  Do you see that?

MS. DREVENY:  I don't think it is up on the screen, right now, but I recall it from your package.  Yes.

MR. RUBENSTEIN:  Do you agree with those numbers?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And that includes integration capital.  Correct?  That is included in those numbers?

MS. DREVENY:  Yes.  This is total capital expenditures.

MR. RUBENSTEIN:  So if we removed integration capital, that number would be lower?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And so the proposed 2024 spending of $1.665 billion annual average compared to the $1.15 billion -- sorry, annual average over the last five years -- there is an increase of about 44 percent.  Does that sound about right?

MS. DREVENY:  Subject to check.

MR. RUBENSTEIN:  And that number would be even higher with integration capital.  Correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  So pretty significant increases in capital spending, wouldn't you agree?

MS. DREVENY:  Yes, I would agree that it has increased.

MR. RUBENSTEIN:  Pretty significantly?

MS. DREVENY:  Pretty significantly.

MR. RUBENSTEIN:  And if we take a look at 2024 as compared to the rest of the plan -- the 2024 compared to the 2024-to-2028 term of the plan, it is the highest year.  Correct?

MS. DREVENY:  Yes, that is correct.

MR. RUBENSTEIN:  Maybe we can turn to page 7 of the compendium.

MR. WELLINGTON:  Mr. Rubenstein -- sorry about that; it is Bob Wellington, here.  I was just wondering if I could just take a moment to reflect on a little bit more of the information [audio dropout] table, just to qualify some of the comments?  And perhaps, rather than just talk numbers, let's talk about what the numbers actually mean?

So if we could scroll back to -- thank you, very much, that table -- just very quickly, if we look at the average spend from lines 1 to 12, which is really our core base capital expenditures for each utility between -- well, really for every year, but in 2024 through 2028 in particular -- or 2018, my apologies -- the average spend in those years was about $780 million.  And then the remainder of the spend would be those larger expansion projects that are associated with transmission expansion, compressor reliability, et cetera.

If we draw a similar comparator and look at 2023 and 2024, the numbers we get would be $1.375 billion and $1.529 billion for those lines, 1 through 12 which, to your point, is a considerable amount more.

I think it is important to draw some context around what is included in those numbers that is driving such an increase.

So if we were to draw out, for example, the PREP project in the Dawn-Corunna project, you know, each of those contributed a considerable amount to the numbers that we just discussed and, you know, they, in those years, 2014 through 2018, would have sat well below that line 12, because they would have been considered part of a transmission.

Then if we start looking at sort of the base work that Enbridge does, for example, customer connections:  in 2023, it sits at about $72 million over the average that we spent on customer connections over those years.  And Ms. Burnham provided some summary references as to why those numbers have gone up, earlier in the hearing.

Likewise, in 2024 there is about a $90 million increase on average.  And again that's the customer connection portfolio; it is corridor work.  I understand there is some discussion around planning horizons and things, but it just helps bring some attention to what is driving the costs.

In utilization, which is our meter exchange program, which is government required and can carry heavy fines if we are not prudent in completing that program, there is a $62 million increase in 2023 and $54 million in 2024, again, a large contributor as to why we have such a big gap.

Within our growth portfolio, much of which is reinforcement projects to support new industrial customers, for example, we have $15 million in 2023, $45 million in 2024.

And finally, our transmission integrity management program, which is core to the safety of operating our system, on average has gone up $101 million in 2023 compared to 2014 through 2018, at $126 million in 2024, compared to the average of those years.

Finally, some smaller investments in TIS contribute $13.4 million in 2023, $29 million in 2024.

And lastly, there is the St-Laurent project, which I know will be a discussion point in this hearing, at $87.5 million.

But if I remove all of those things from the totals that I provided for lines 1 to 12 in 2023 and 2024, I get approximately $795 million in 2023 and $888 million in 2024.  Pardon me, that is not the right -- those aren't the right values -- bear with me.

I will provide the values later, but my point is that the numbers average out to roughly $840 million, with all of those considerations removed, which I think is somewhat in line to what we were spending back in those years.

So it just provides some context as to what are the things that are driving some of our costs up.  I hope it is helpful for the rest of the conversation.

MR. RUBENSTEIN:  So if you remove a very significant amount of capital spending, the capital spending numbers are lower?

MR. WELLINGTON:  Well, really, I am just providing some context as to what is driving that capital spending and the necessity of that spending to our [audio dropout]


MR. RUBENSTEIN:  But you are still seeking to spend all of that amount you are seeking to add to rate base?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  All right.  Let's turn to page 7.  And this is a version of table -- let me make sure I have my numbers here:  page 7 was an interrogatory we had asked that -- essentially the same basis as the previous set of IRs, to provide the information on an in-service additions basis.  Do you see that?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And if we flip over to the next page, on page 8, we see the same table, but with respect to the capital update.  Correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And again, this excludes the PREP project?

MS. DREVENY:  Correct, it excludes PREP.

MR. RUBENSTEIN:  And so the in-service additions that you are seeking in 2023 is $1,369.1 -- $1,369.1 million.  Correct?

MS. DREVENY:  Based on this table, that's correct.

MR. RUBENSTEIN:  Can I ask you to go to page 10 of the compendium?  This is a table that shows your utility PP&E continuity schedule.  This was also updated at the capital update?  Do you see that?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  I am just having trouble reconciling some numbers, because we just talked about the 2023 additions of $1,369.1 million.

MS. DREVENY:  As shown in that table.  Yes.

MR. RUBENSTEIN:  But when I look at line 3 for 2023 for in-service additions, I get $1,428.1.  Can you help me reconcile that?

MS. DREVENY:  Yes, I can.  The table that we provided in SEC-108 has a breakdown of the cost at the asset-cost level.  And this is driven by the asset management planning tool or file that we use to calculate the various budgets.

But there would also be some construction work in progress that is not included in the asset management tables, which gets factored in.  So that's why you see that difference in 2023; there is about $60 million in CWIP that will also be put into service, which was not, I guess, driven down to that asset management or the asset class level for purposes of that table.  But if it would help, that's something we can provide.

MR. RUBENSTEIN:  So just to make sure I understand, if we go back to the in-service additions by asset class table on page 8, what you are saying is those numbers actually -- this is for 2023; other years, it may go the opposite direction -- but, for 2023, those numbers should actually be higher because CWIP is not included in this?

MS. DREVENY:  It would be higher, yes.  It is a function of the Copperleaf tool and the investments that come out, and what's tracked in Copperleaf versus what we would also have sitting within construction work in progress, which is CWIP.  

MR. RUBENSTEIN:  So are you able to provide a revised version of SEC 108 that would include the CWIPs in the year, on an annualized basis?

MR. STEVENS:  Is that something that can be done for all of the years that are shown?

MS. DREVENY:  Yes.  So 2023 is the most impacted by that, because that's where the CWIP would come into play.  We can provide that.

MR. MILLAR:  That's J11.7.
UNDERTAKING J11.7:  ENBRIDGE TO UPDATE SEC 108 TO INCLUDE CWIPS IN THE YEAR, ON AN ANNUALIZED BASIS.

MR. RUBENSTEIN:  We can go back to page 8.  So, excluding CWIP, I understand the 2023 additions at the time of the capital update are $1.369 billion and then, for 2024, $1.313 billion.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  But, again, that does not include the PREP project.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  So if we go to page 9 of the compendium, this is a similar table that we put together that adds back in the PREP project.  Correct?

MS. DREVENY:  Yes, that's correct.

MR. RUBENSTEIN:  And now we what we see is the total 2023 additions of $1.369 billion and then, for 2024, we have now $1.565 billion.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  And, if we compare that to the average over the rate plan of the last year of actuals that you were able to provide, 2019 to 2022, that $1.565 billion compares to the 2019-to-2002 average of $1.186 billion.  Do I have that right?

MS. DREVENY:  Sorry, the average of $1.565 billion, that's the spend in the 2024 year?  Or are you referring to of the average to of 2023 to 2024?

MR. RUBENSTEIN:  I apologize.  I'm throwing out a lot of numbers and it's a little confusing.  I'm confusing myself.

So 2024 in service additions, as I understand, including the PREP project, with the caveats that we just talked about, are $1.565 billion, approximately.  Correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And if we take a look at the 2019 to 2022 average, also shown on this table in the third to the farthest-right column, it's an average of $1.186 billion.  Do you see that?

THE WITNESS:  Yes.

MR. RUBENSTEIN:  So it is about 32 percent higher.

MS. DREVENY:  Subject to check, yes.

MR. RUBENSTEIN:  And it would be even higher if we excluded integration capital.  Agreed?

MS. DREVENY:  If we excluded -- yes.

MR. RUBENSTEIN:  So a significant increase in the capital additions.  Correct?

MS. DREVENY:  Similar to what we discussed with the capital expenditures, yes, it would follow suit.

MR. RUBENSTEIN:  And I take it from Mr. Wellington's comments that you believe that that increase is reasonable?

MS. DREVENY:  Yes, I would agree with Mr. Wellington's comments.

MR. RUBENSTEIN:  So I would like to help understand what exactly happened in the capital update.  We talked about how the PREP project was delayed and we talked about how there were certain projects that were not going to be completed in 2023.  And that was about $276 million in capital expenditures at the time that were not going forward.

So, as I understand, you filed the AMP and the capital plan at the end of October in the application, and you filed the application.  And then, by March, when we're in the technical conference, so much is now out of date, so many projects have changed.  Do I have that right?

MR. WELLINGTON:  This is Bob Wellington.  The changes that we saw certainly affected the larger projects.  And we had also started the planning process for our 2024 budget cycle and, through that process, we did see increasing costs on a number of the investments in the forecast.

MR. RUBENSTEIN:  But, as I mentioned to you before, as I understand it, when you filed JT 5.2, 387 projects in 2002 were either deferred or cancelled, in a span of less than half a year from when you filed the application.  Can you help me understand why there was so much change that occurred in such a short period of time?


MR. WELLINGTON:  This is Bob Wellington again.  So it is a dynamic process and we are -- in 2022 and 2023, you know, we experienced cost pressures and changes to forecasts to which we need to respond in order to manage our budget at the end of the day.  So we go back through our project list, determine what's executing and what's not, what's highest-priority based on value risk.  We have stakeholder engagements and make decisions that allow us to be flexible and change the time frame for some of the work that helps us work within that capital constraint.

MR. RUBENSTEIN:  But we're talking a very significant proportion of your projects within a span of six months either being cancelled or deferred.  Correct?

MR. WELLINGTON:  It's possible.  Many of those projects may have simply been $10,000 to plan engineering on future integrity or a pipe replacement project.

MR. RUBENSTEIN:  So you don't consider that a number of projects and the value that we talked about, the PREP project and then the $276 million, to be -- would you consider that a significant amount of change in such a short period of time?

MR. WELLINGTON:  Oh, I certainly would.  I am just providing some context that the range of costs associated with these projects is very broad.

MR. RUBENSTEIN:  All right.  Now, the CCC 50 is a large Excel spreadsheet which you may be familiar with, and what I understand that shows is essentially all of the projects through the entire AMP period.  Are you aware of that interrogatory response?

MR. WELLINGTON:  This is Bob Wellington.  Yes, I am.

MR. RUBENSTEIN:  And you provided an updated version in the context of the capital update.  Do I have that correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And so what I take is that you reran the planning process and prioritization process.  Correct?

MR. WELLINGTON:  That's not correct.

MR. RUBENSTEIN:  That's not correct?

MR. WELLINGTON:  No.  So, as part of our long-range planning process, we are basically updating our forecast for the following years, our priority, and then the three years that follow essentially receive a small update to signal to our parent company what our capital expenditures might look like in those years.  But it's not as detailed a review as is the following year, which was 2024 in this case.

So the focus on the capital update was, first of all, ensuring that we had made any decisions relating to 2023 cost pressures, had included those, and then also looked at the 2024 forecast, made sure all of those were up to date, and then we had to make decisions to determine how we were able to execute within the capital budget that we had set for ourselves, based on the discussions that we had back at the technical conference.

MR. RUBENSTEIN:  So 376 projects, you just made a decision that you were going to defer or cancel and you didn't rerun the prioritization process and the optimization process?

MR. WELLINGTON:  Not for the years outside of 2024.  And then we did not rerun our optimization process because we were focused solely on getting the 2024 update corrected.  But the investments still reside in Copperleaf, and so our intention -- and we've actually started the process of updating our asset management plan for the next 10-year envelope, and that will be completed by October of next year.  And part of that process is to take those investments, and any new investments that are identified, and go back through an optimization cycle.

MR. RUBENSTEIN:  And so what I noticed when I compared these two spreadsheets is that you've added some new projects and you've gotten rid of other projects that you were planning to do in 2023 and 2024.  Do I have that right?

MR. WELLINGTON:  Yes.  And I will just reiterate that some of the new projects are just blanket accounts being written down into discrete investments.

MR. RUBENSTEIN:  How do you prioritize blanket accounts in your optimization?

MR. WELLINGTON:  Usually, they are set up as a must-do investments or a mandatory investment so that they hold funds, such that, if we have, for example, a damaged pipe that needs replacement, we have funds available to our regional staff to go and do that work.  So they will set up a discrete project to execute that work.

MR. RUBENSTEIN:  And so when I see that projects not only are not there for 2023 or 2024, but are gone out of entire 10-year [audio dropout] is that what is the issue?  That's what's going on?

MR. WELLINGTON:  No.  They are considered within our Copperleaf tool, so they are still residing within the tool itself.  And we will bring them back into the forecast planning exercise once we go through the updated two-year outlook this year, and complete business cases and cost estimates, and all of those things.  And then, next year, we will reoptimize and we will bring those back in, and the tool will determine, for those value-driven investments, what's in and what's out.

MR. RUBENSTEIN:  Okay.  So, when we look at the horizon in those interrogatories of the 10-year plan of projects, what you are telling me is that's not actually accurate?

MR. WELLINGTON:  I would tell that you that the original investments were established as prudent based on the value framework and the strategies that we've laid out in the asset management plan, and so we've -- all the investments that still reside within the plan fit within those strategies.  We've had to make some moves to in order to fit within a capital forecast which is really a forecast at this time; it is not a completed plan.  But we'll go back for the optimization process next year to reestablish [audio dropout] with new cost estimates.

MR. RUBENSTEIN:  But, when we look at the 10-year plan and all the projects that you were including, there's, you know, a couple of thousand projects there.

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  You know today some of them aren't going to be done?

MR. WELLINGTON:  That's a strong likelihood, yes.

MR. RUBENSTEIN:  But -- well, not a likelihood.  You know today specific projects are not going to be done, and there are some that are not included in the updated version that are going to be done?

MR. WELLINGTON:  Some of the projects might be estimated based on a specific scope of work that's assumed to be within our budgetary constraints.  Part of our process, as well, is to review if we can find ways to reduce the amount of funds required to execute a piece of work which reduces the scope.  It might not actually achieve our strategy in the timeframe in which we wish to achieve it, but it helps us address in the interim as much risk or whatever benefit we're trying to achieve through the investment.

MR. RUBENSTEIN:  All right.  Well, we'll come back to this.  As I understand, the core of the capital plan is the asset management plan.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And that feeds into the utility system plan.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And I believe you did the first AMP and then utility system plan for 2021 and 2025.  Do I have that correct?

MS. DREVENY:  I think that's correct, yes.  The first USP was 2021.

MR. RUBENSTEIN:  And I believe that was filed in EB-2020-0181.  Do I have that right?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And that AMP, which was the basis of the utility system plan that was also filed, it's detailed.  I think it is about 450 pages, give or take?

MR. WELLINGTON:  That sounds about right, yes.

MR. RUBENSTEIN:  Maybe we can go to page 11 here.  So this is from that application, EB-2020-0181.  Do you see that?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  And what we see is, essentially broken down into the OEB categories, the spending that you were planning to do.  There are some actuals, but spending at the time you were planning to do between 2021 and 2025.  Is that correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And then a similar document was filed in this proceeding.  We see that on page 12, the same type of table?

MR. STEVENS:  Excuse me, Mr. Rubenstein.  I'm sorry to interrupt you.  I just want to point out that we are having a couple of technical difficulties.  We are working as quickly as we can, but that's why some of the documents haven't been projecting as you've been referring to them.

MR. RUBENSTEIN:  Oh, sorry.  I didn't know.

MR. STEVENS:  But within -- we are hoping that within a couple of minutes we'll be back with you, with the doc -- I mean I think the witnesses, some of them -- am I right that you have paper copies of this?

MR. RUBENSTEIN:  Well, we'll wait if there are other people.

MR. STEVENS:  Okay.  So we'll just be a couple of moments.  If I may, Commissioner Moran, is it possible for somebody to grant access to Laura Sheehan to control the screen or to share her screen?

MR. MORAN:  I think Ms. Ing can help us with that.

MR. STEVENS:  Thank you.

MR. RUBENSTEIN:  All right.  Maybe let's just back up for a second.  As I understand in that EB-2020-0181 application when you filed your first AMP and USP, utility system plan, you provided this table in the evidence that shows, based on the OEB categories, the forecast spending for 2021 to 2025.  Do I have that correct?

MS. DREVENY:  This is correct, but I'd like to correct one statement.  So this was not our first USP.  There was a USP filed as part of MADs, as well.  Subject to check, but this was not the first one.  We did an update in 2021 to the USP.

MR. RUBENSTEIN:  My mistake.  Then, if we can go to page 12, this is the same version of the table -- obviously, it is a new table, but it is showing us the same things but showing us now actuals obviously for '21 to -- for 2021 but also the forecast for 2022 versus through to 2032 based on the updated information in the AMP and USP you filed in this application.  Do I have that correct?

MS. DREVENY:  Yes, that's correct.  The AMP in 2021 only had a 5-year view, so this has the full 10-year.

MR. RUBENSTEIN:  And, on page 13, as I understand, we essentially have just the updated version of that table filed with the capital update.  Correct?

MS. DREVENY:  That's correct.

MR. RUBENSTEIN:  And the page 13 version excludes the PREP project.  Correct?

MS. DREVENY:  Yes, that's correct.

MR. RUBENSTEIN:  Maybe we can flip the page over to page 14.  So this is a table that compares the various iterations of the USP, beginning in EB-2020-0181, the application, the capital update, and then the capital update if you would put back in the PREP project.  Do you see that?

MS. DREVENY:  Yes, I do.

MR. RUBENSTEIN:  And so what I see is, if we look at the total expenditures column, sorry, row or section at the top of the table, for the 2021 to 2025 period at the time when you filed it, that USP, you were proposing to spend about $6.3 billion in capital?

MS. DREVENY:  That's correct.

MR. RUBENSTEIN:  And then, when you filed the application in this proceeding and we already had 2021 actuals, you were proposing to spend or will spend over those 5 years, $7.15 billion.  Correct?

MS. DREVENY:  Yes, that's correct.

MR. RUBENSTEIN:  Then we go down to the -- then we have the capital update excluding the PREP, now we'll have 2021 and 2022 actuals, for the 5-year period you had and/or were forecasting to spend $7.127 billion.  Do I have that right?

MS. DREVENY:  Yes, I agree with what you have in the table.

MR. RUBENSTEIN:  And then, if we include the PREP project, am I correct that you are proposing to spend $7.386 billion?

MS. DREVENY:  Yes, I would agree with that, but I'd like to add one comment as we are talking about these numbers.  And thank you for providing this in advance as it gave us a chance to go back and look at what was filed in EB-2020-0181.  One thing to note is that the 5-year spend from '21 to '25, that line of $6.3 billion, it did not include the community expansion, and then other projects that are included within the capital update and capital update with PREP lines.  And that would amount to about a $300 million difference between the two.

So, I would just like to call out that it -- for the basis, it is not quite one to one as the original -- or the 2021 AMP did not include those figures.

MR. RUBENSTEIN:  Okay, so I just want to say that back to you:  in the EB-2020-0181, it did not include community expansion?

MS. DREVENY:  In the USP table, it did not include it.  No.

MR. RUBENSTEIN:  All right.  But it does in this application, application capital update and the capital update with PREP?

MS. DREVENY:  That's correct.

MR. RUBENSTEIN:  All right.  And when you say about $300 million, you are not talking about what you had forecast to spend in the EB-2020-0181 with respect to community expansion.  You are just talking about what you actually or forecast to be spent, in this application.  Correct?

MS. DREVENY:  That refers to what is included in both the actuals and the forecast from 2021 to 2025, for those two line items.

MR. RUBENSTEIN:  Yes.  So as I understand your apples-to-apples comparison, you are taking out the community expansion, out of the application capital update and capital update by PREP?

MS. DREVENY:  If you were to take it out and then compare the 6.3, it would be a $700 million increase, not a $1 billion increase.  That's what I am trying to get at.

MR. RUBENSTEIN:  All right.  And as I understand, generally speaking, the community expansion projects have -- are they overbudget?  At sort of an aggregate level, they have been overbudget?

MS. DREVENY:  I don't have that with me right now, but...

MR. RUBENSTEIN:  Right.  All right.  So what, as I understand what you were saying is -- and we'll use your $700 million number for ease -- the increase then from the EB-2020-0181 forecast is about $700 million.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  And what we would still be seeing is an increase from the EB-2020-0181 and the application.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  There is an increase.

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And then there is an increase from the application to the capital update.  Correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  So always needing more money.  Correct?

MS. DREVENY:  Well, it is an increase to the capital update, including PREP.  Yes.

MR. RUBENSTEIN:  You are seeking the amounts in PREP.  Correct?

MS. DREVENY:  Yes.  Sorry, I am just comparing what we had in the application versus the capital update.

MR. RUBENSTEIN:  Sure.  But let's just -- backing up again:  From the last time you time you filed a USP and AMP, to the application as when you filed it, you were seeking more money over the same period of time.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  And then from the application to the capital update with PREP, you are seeking even more money.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  So always more money, each step.  Correct?

MR. WELLINGTON:  And, Mr. Rubenstein, again -- and just to provide some context around what is the money there to fund:  So again, we have talked about the customer connection cost, so the change in the customer connection costs from 2021 to 2025 forecast is amounting to about $317 million.  Again, Ms. Burnham already spoke to some of those cost pressures and what's driving them.

Our integrity management program has increased by about $270 million -- or $207 million, my apologies.  This relates to essentially finding more things that we need to address through that program, and ensuring that our pipelines remain safe and reliable.

In utilization, which is our meter exchange program which I mentioned previously, I did want to highlight there that the supply chain that we have for our meters has been dramatically impacted through Covid.  We have seen a loss of production of one third of our typical supply of diaphragm meters; we have had to replace those with ultrasonic meters, which comes at a cost premium.  And so it has driven up our costs by about $65 million.

And then of course we have $150 million for the Dawn-Corunna increase, $113 million for PREP.

So all of these things together add up to about $817 million of that change.

MR. RUBENSTEIN:  So I take it your answer is yes, it is more money in each step, but it is justified?

MR. WELLINGTON:  It is yes, and these are the reasons why.

MR. RUBENSTEIN:  And I assume that you think that that is justified?

MR. WELLINGTON:  We do.

MR. RUBENSTEIN:  Okay.  Now let's go to page 19 of the compendium.  This is a similar approach, but I am looking at the AMP, only.  As I understand it, the AMP excludes community expansion.  Correct?

MS. WELLINGTON:  That is correct.

MR. RUBENSTEIN:  So what we see in the 2021 AMP, about $6 billion in spending.  Do you see that?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  And then, at the application, $7 billion in spending.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And then in the AMP, with the capital update, if we add back in the PREP, about $7.17 billion.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  Even if we take out the community expansion and we just look at the AMP, more money.  Correct?

MR. WELLINGTON:  That's correct.

MS. DREVENY:  Sorry, if I might add to this, Mr. Rubenstein:  When we were examining the data, we did notice that the figure that you have for 2021, under the 2021 AMP line item, this should be updated to $1,270.4 million.  So the figure of a million-fifty is incorrect.

MR. RUBENSTEIN:  All right.  Sorry, what was the new number?  Where did I get the number wrong?

MS. DREVENY:  Sure.  It is just the 2021 number; so it should be $1,270.4.  And then, if you were to look at the average from 2021 to 2025, including that correction, it would be $6.304.

MR. RUBENSTEIN:  And that takes us back to the $700 million, correct, that we were talking about earlier on, when you remove the community expansion, approximate difference, even --


MS. DREVENY:  I am just talking to the correction for that for that line item.

MR. RUBENSTEIN:  All right.  But it still is more money between the 2021 AMP and the application?  Will you agree?

MS. DREVENY:  Yes.  I agree, it is just correcting the basis.  So right, it takes it back to the $700 million; I agree with you.  Thanks.

MR. RUBENSTEIN:  All right.  And then there were also additional amounts in the capital update, correct, with the PREP?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  All right.  That's fine.  I want to understand the planning process.  As I understand this is at the highest level, the company determines the investment that it believes it needs to do or wants to do and, for each of those projects or programs, it then goes through a process to determine what work will actually be done.  And you use your portfolio optimization process to do that; do I have that correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And as I understand, you use Copperleaf, which is an industry standard capital optimization software although, as I understand the inputs, it is a highly customizable software system?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And as I understand, you classify each investment into what you call investment categories.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  Maybe we can go to page 35 of the compendium.  If we look at table 4.12, those are those investment categories.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And so we have "mandatory", which as I understand is an investment that is required to address a risk or opportunity within the required time window.  Mandatory investments can be the result of exceeding an established risk threshold, third-party relocation, program work with sufficient work history and risk to warrant continuation.  And then projects that meet the economic feasibility test in E.B.O. 188 and 134?

MR. WELLINGTON:  That is correct.

MR. RUBENSTEIN:  So I take it, the last line is really connections?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  All right.  And then the second category is what you call compliance.  And I understand from reading that, it is:
"...investments required to adhere with applicable laws and regulations, industry codes, standards and internal policies."

Correct?

MR. WELLINGTON:  That is correct.

MR. RUBENSTEIN:  Then you say:
"Compliance investments receive the same treatment as mandatory investments.  Both must be addressed within their required time frame."

Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And then the third category is what you call the "value-driven investments."  And I think in other parts, and maybe this is lost on me, but in other parts it is under the value framework system.  And those are investments whose timing is determined based on consideration of value that it brings ratepayers and the organization.  Do I have that right?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  Then as I understand, for the purposes of Copperleaf, you then break those categories down even further into planning groups; do I have that right?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And if we can go to page 23, and look at table 6.11?  Go further down the screen there.

We see the categories, "Compliance, mandatory, value driven."  And there is a new one "executing."  Do you see that?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  And as I understand, "executing" is projects that are essentially in flight, you are already working on them.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  But you have to finish them, presumably.

MR. WELLINGTON:  Yes.  There are projects that -- I think we call them executing reoptimize -- and those would be cases where, for example, we may have started engineering, but we don't have to proceed with the project if there is something else that is of higher value to us.

MR. RUBENSTEIN:  All right.  And, for compliance and mandatory projects, they have fixed timing.  Correct?  You see that under the third column.

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And, as I understand, for others, the timing can be optimized.

MR. WELLINGTON:  Correct.  There are cases -- sorry, I just want to make sure I'm completed in this -- there are cases where a compliance date can be set.  And, perhaps, it's in a later year, for example.  And so I believe there's a way for the tool to move the investment around within that year, or within that timeframe.

MR. RUBENSTEIN:  And, as I understand, the reason why compliance and mandatory investments have fixed timing is that the work has to be done, and it has to be done by a certain date.  Correct?

MR. WELLINGTON:  Typically, yes.

MR. RUBENSTEIN:  And then the others generally have flexibility, correct, when they're done?

MR. WELLINGTON:  That's correct.  I will just add, as well, that we will have, sometimes, programs to address compliance where we've set out a plan to execute a certain amount of work by a certain year.  And so there may be a multitude of investments within that program, and so those investments, they may all be required to be completed by a date that's at a future year.  And so, within that timeframe, those investments can be shuffled around.

MR. RUBENSTEIN:  All right.  And, as I understand, the total cost of all of the investments, when you were in the Copperleaf system before you optimized, was about $1.4 billion a year.  I think it was $1.429 a year, on average, through the AMP period.  Does that sound right?

MR. WELLINGTON:  Subject to check, yes.

MR. RUBENSTEIN:  And so, just for reference, that is essentially me looking at the numbers in SEC 141, attachment 3, page 29 of the compendium.

And, as I understand, since the pre-optimization process includes your inputting all of the possible investments, to optimize, you incorporate a budgetary constraint.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And, as I understand it -- maybe we'll just go to page 21 of the compendium, this is from the AMP, where you talk about this -- you looked at various constraints below the $1.4 billion that we were talking about.  And, first, you looked at constraints below $1.1 billion per year, with a 2 percent inflation adjustment, and you determined that that wouldn't work.  Do I have that right?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And you determined, as I understand it, that you couldn't do anything lower than $1.2 billion a year plus inflation, correct, per year?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And I believe the pre-capital update number was about $1.33 billion per year.  Does that sound about right?

MR. WELLINGTON:  That sounds about right.

MR. RUBENSTEIN:  And, just to reference it, that's looking at the numbers in SEC 141, attachment 3, which shows the full 10-year plan broken down by planning group.

Now, if we look at page 21 of the compendium, you say this in the middle of the page.  You say:
"Optimization constraints lower than $1.2 billion, i.e. $1.1 billion, caused the optimization to fail, as they do not accommodate all investments with fixed timing."

Do you see that?

MR. WELLINGTON:  I do, yes.

MR. RUBENSTEIN:  And then it gives some examples.  Correct?

MR. WELLINGTON:  Yes, correct.

MR. RUBENSTEIN:  And that includes, as I understand it, value-driven investments that had fixed timing involved in them?

MR. WELLINGTON:  There may be some, yes.

MR. RUBENSTEIN:  So it was not just mandatory and compliance fixed timing --


MR. WELLINGTON:  Subject to check.  I couldn't actually answer.

MR. RUBENSTEIN:  All right.  So maybe we'll go to page 29 of the compendium.  Page 29 of the compendium shows -- and, just to be clear, this is all pre-capital update -- this is the preoptimization spending by asset class and then broken down by planning group.  Do you see that?

MR. WELLINGTON:  I do.

MR. RUBENSTEIN:  And then, if we go to page 31, we essentially see the same table after optimization.  Do I have that right?

MR. WELLINGTON:  That's right.

MR. RUBENSTEIN:  And what I see between the two is, if we add up the totals, in the post-optimization version, which is based on the AMP, it includes about 93 percent of the spending of the preoptimization.  Does that sound about right?

MR. WELLINGTON:  That sounds about right.

MR. RUBENSTEIN:  And what we see, and you can take this subject to check, is that, in the AMP that you filed, there is about $181 million a year in value-driven, non-fixed-timing projects.  Does that sound about right?

MR. WELLINGTON:  Subject to check.

MR. RUBENSTEIN:  So when you say you couldn't reduce the spending below $1.2 billion plus inflation a year because you couldn't accommodate fixed-timing projects, what you meant to say, correct, is that you couldn't reduce the spending below $1.2 billion a year plus inflation because you've had to accommodate fixed-timing projects, as well as $181 million a year in non-fixed-timing projects.  Correct?

MR. WELLINGTON:  I think the implication there -- one moment, I have to clear my throat.  Sorry.  I think the implication with your statement is that it's okay for us not to do some of the value-driven projects.  And so I think we have to start with looking at what the asset class strategies say within our asset management claim and consider the fact that the investments themselves are designed to help us achieve those strategies.  So, if we make a decision that, because something is value-driven, we're not going to proceed with it, it is a decision not to proceed with that strategy in some instances, not all.

So I don't think we -- and I think the way we've framed it in the asset management plan is that we couldn't achieve safe and reliable outcomes at anything less than the $1.2 billion.

MR. RUBENSTEIN:  Sorry.  What you said -- this is what I was getting at -- what you said in the AMP was that you couldn't do less than $1.2 billion because the optimization would fail, because it didn't accommodate all investments with fixed timing.  That's what it says.  But, as I understand it, you are also including $181 million of non-fixed timing.  So, clearly, you could have reduced the amounts further and still done all the fixed-timing projects.  Correct?

MR. WELLINGTON:  Just a moment to check my notes, please.  Just to be clear, so optimization with constraints less than $1.2 billion, i.e. $1.21 billion, caused the tool to fail; but, at $1.2 billion, we were able to achieve safe and reliable outcomes.  So that would include allowance for some value-driven investments.

MR. RUBENSTEIN:  You say, and maybe it's just not correct in the AMP, but you say that the optimization constraints lower than $1.2 billion, i.e. $1.1 billion, caused the optimization to fail, as they do not accommodate all investments with fixed timing.  Do you see that?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  Okay.  But, in the optimization, you've included $181 million in non-fixed timing investment.  Ergo, there was clearly room to have a lower threshold and still do all of the fixed timing investments.  Correct?

MR. WELLINGTON:  I would agree with that, except that I would not agree that it would result in a safe and reliable operation.

MR. RUBENSTEIN:  Okay, that's a different -- that's okay, but that's not what you said in the AMP.  Correct?

MR. WELLINGTON:  If you look down to the -- there are four bullets below the statement that you just described, and then we go on to say that: 
"Lowering the capital constraint would require EGI to reduce programs that directly maintain EGI's safe and reliable operations."  

And it goes on to list them.

MR. RUBENSTEIN:  And so you are saying that that part there is the explanation.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  Now, even fixed timing -- and maybe you mentioned this before in some of your responses -- I'm a bit confused by it, and maybe the best way to do is it we'll look at a specific investment.  And maybe we'll look at -- we'll start here, at page 29.  This is the preoptimization by asset class.  Sorry, maybe we can -- I apologize, go to page 30.  We'll start with the post-optimization.  If we can go to page 30, please -- 31, I apologize.  Let's start off with distribution pipe, and, for compliance fixed timing, I see 127.7 million and 125 million -- sorry, 127.7 million in 2023, and for 2024 I see about 125.9 million.  Do you see that?

MR. WELLINGTON:  I do.

MR. RUBENSTEIN:  And then from mandatory fixed timing I see about, in 2023, 50.6 million approximately, and in 2024, 45.7 million.  Do you see that?

MR. WELLINGTON:  I do.

MR. RUBENSTEIN:  Okay.  Now, let's flip back to page, let's flip back to page -- there you go, 29.  They are ordered a bit differently, so distribution pipe compliance starts at line 8.  Do you see that?

MR. WELLINGTON:  I do, yes.

MR. RUBENSTEIN:  So I see 122.8 and 156.6 over those two years.  Do you see that in each of those two years?

MR. WELLINGTON:  Yes, I do.

MR. RUBENSTEIN:  All right, so those are not the same thing as you what have in the post-optimization amount.  Correct?

MR. WELLINGTON:  Yes, sorry.  Yes, that's correct.

MR. RUBENSTEIN:  And then for mandatory fixed timing we have about 48.4 million and then negative 3 million.  I'm not sure exactly how that works, but do you see that?

MR. WELLINGTON:  Yes, I do.

MR. RUBENSTEIN:  And then again those are different than the post-optimization timing.  Do you see that?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  So I'm a bit confused when you talk about fixed timing because, clearly, one would have assumed that those numbers would have to be the same.

MR. WELLINGTON:  Sure.  So, if we take compliance under distribution pipe for example, that's largely our transmission integrity management program.  It is probably all in transmission integrity management, and so that program will have a number of projects which are typically centred around inline inspection of our pipelines; we also have a depth of cover program.  And the cycle of constructing a pipeline to make it inspectable, conducting the inspection, and doing the remedial digs that follow, I mean it can last years, but the three steps that I just described really tend to occur over the course of, say, two years, maybe three.  And we do that so that we can limit risks to the projects because very often you will start construction in the spring, get a line ready to inspect, do an inspection, and, by the time you start doing your remedial digs, you are getting into operating season.  So we spread them over time.  We do work with our integrity management team to look for opportunities to compress those projects in cases where we have got cost pressures in a given year, so we might ask them if they can order materials this year and start construction next year as an example.

MR. RUBENSTEIN:  So, when we go back to what you said in your AMP on page 21 of the compendium, when you couldn't reduce the spending below the 1.33 because you couldn't do all the work that had fixed timing constraints, is it fair to say that's not entirely correct because fixed timing constraints aren't truly fixed timing.  Correct?

MR. WELLINGTON:  It's fixed in the context of we need to complete that project, so that in-line inspection by a certain time and handle all the remedial digs by a certain time.  The activities that lead up to it may have some flexibility.  We started off with the most low-risk approach for these projects, which means spreading them over a couple of years.  Not doing so means you are taking on risks both for the project and your operation.

MR. RUBENSTEIN:  So, even when I look at sort of each planning group and each asset over the 10-year period and compare them, I don't get numbers that are the same.  There is significant variability; sometimes post-optimization they are much more; sometimes they are much less.  Presumably, if the idea is you've got to do it over the period of time, it would be over that AMP period, no?

MR. WELLINGTON:  Sorry, can you repeat the question?  I just want to make sure I understand.

MR. RUBENSTEIN:  If the idea is, well, we have to do it at some point, the mandatory may not be fixed; it has to be done in this year, but it has to be done --

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  (overspeaking)?

MR. WELLINGTON:  Yes, correct.

MR. RUBENSTEIN:  One would expect that, in each of the asset categories for mandatory fixed timing or compliance fixed timing, over the 10-year AMP those numbers would be equal or roughly equal, and sometimes they are not.

MR. WELLINGTON:  That's fair.  That's fair.

MR. RUBENSTEIN:  And why would that be the case?

MR. WELLINGTON:  It depends on -- you are talking about when we make updates for our forecasts, the changes?

MR. RUBENSTEIN:  No, I'm talking between the pre-optimization and post-optimization.

MR. WELLINGTON:  Okay.

MR. RUBENSTEIN:  During the 10-year period of any planning group within an asset with a fixed timing, sometimes there are significant variations.  Some asset categories, when you post-optimize, there is a very significant increase in spending in that mandatory fixed timing; other times, there is a big decrease?

MR. WELLINGTON:  Sorry, sir, I misunderstood you.  So the other thing to remember is that the post-optimization view is not solely what comes out of Copperleaf.  It's what comes out of the reviews that follow Copperleaf, which we also describe.  Because we will look at things like resource balancing, so we may have to pull projects ahead, just as I described, to manage resources and outages and other things.  So we may have a compliance date, but we may have some other constraints that aren't built into the tool to optimize for us.

MR. RUBENSTEIN:  Now, there is a category of investments -- we talked about this -- that you call value framework or value driven projects.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And, as I understand, at the highest level, you use a scoring system that scores the relative value of each proposed investment.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And what it does is based on various, at a high level, based on various value measures.  It measures the impact of the project, of any given project, looking at various risk values.  That's where you look at the risk before you do the work and the risk after the work, so the reduction in risk essentially, as well as benefit measures, where you quantify just the benefit of doing the project.

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  Do I have that right at a high level?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  If we turn to page 36 of the compendium, you provide the list of the various measures.  Do I have that right?

MR. WELLINGTON:  That's right.

MR. RUBENSTEIN:  As I understand how the model works, the measures are not Enbridge-Gas-specific.  Correct?  It's an Enbridge Inc.-wide set of values and metrics.  Correct?

MR. WELLINGTON:  Yes, that's correct.

MR. RUBENSTEIN:  Now, what I don't see when I look through these various metrics is I don't see anything that talks about the future use of an asset.  Am I correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And so nothing looks to see if the asset in the future will be underutilized.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And as I understand in the St-Laurent decision, the Board talked about needing to look at the possibility of future underutilization of the assets.  Do I have that right?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And I'm not sure if -- maybe we'll just that pull that up.  I provided it Ms. Monforton, the decision.  I accidentally excluded the last page of the decision with that quote.  I don't know if -- EB-2020-0293?  There you go.  And maybe we can go to page 26 of the decision.  Sorry, next page, that's page 26.  If we go down to the findings and we look at the second sentence, the Board said: 
"However, for future similar applications, the OEB urges Enbridge Gas to provide more details about life-cycle costs, including abandonment costs and the probability of future underutilization."  

Do you see that?

MR. WELLINGTON:  Yes, I do.

MR. RUBENSTEIN:  And so that is not reflected in any of the measures that you are currently using.  Correct?

MS. WADE:  Cara-Lynne Wade.  I'm just going to jump in from a different perspective.  So we would say that we are taking that into consideration ahead of this with regards to the demand forecast that is feeding into which projects are coming out of Copperleaf.

MR. RUBENSTEIN:  Okay, so, just so we're clear, there are no measures within the Copperleaf system that prioritize your value-driven projects, that look at what is the future utilization or the future possibility of underutilization of an asset.  Correct?

MR. WELLINGTON:  I'm actually going to say subject to check, simply because it's not -- if the tool is there, we don't have any experience using it.  So it may exist, but I don't know of any experience we have using it.

MR. RUBENSTEIN:  All right, so, if it exists, you're not doing it, at least.  Can we agree on that?

MR. WELLINGTON:  That's a fair statement.

MR. SANDERS:  Can I just add?  Jim Sanders speaking.  Just for clarification, I'm just trying to understand the premise of the question.  You're asking:  Should we be now doing our forecasts on capital asset requirements based on a probability of the asset being underutilized?

MR. RUBENSTEIN:  Well, that's what the OEB decision says.  Yes, I'm asking if you're doing that.  I take it by your question back to me that that's a --

MR. SANDERS:  [Audio dropout].

MR. RUBENSTEIN:  -- surprising idea?

MR. SANDERS:  No, I'm not surprised.  What I'm thinking about is that, as we go through a review of the asset requirements through our demand forecasting [audio dropout] year, we're looking at that, system by system, network by network.  That's an ongoing process.

MR. RUBENSTEIN:  So you would agree with me, many of the assets that you are doing in your capital plan distribution pipe stage, they have a life of about 40 to 60 years.  Correct?

MR. SANDERS:  Some, more.

MR. RUBENSTEIN:  Some, even more.  And so when you determine if you are going -- in the value-driven context where you are ranking and prioritizing projects, I am a bit unclear as to either you don't or you don't think you need to -- you should look at, if those assets are -- how the utilization is going to be in the future?

MR. SANDERS:  Well, it's not something that we're doing actively, right now.  On a case-by-case, project-by-project basis, we can look at that.  And I do appreciate in the St-Laurent, this was a one-off; this is the first time we have run into that circumstance.  And we have begun the process of looking at that in a different light.

MR. RUBENSTEIN:  If I take, Mr. Sanders, that it is just -- that way of thinking about how to value and prioritize your projects isn't something you are doing?

MR. SANDERS:  Because we have never seen the circumstance where an asset would be underutilized.  And as we have gone through and I have heard the last couple of weeks, we are still seeing the circumstance where assets would be used and useful into the future.

MS. WADE:  I would just clarify, too, I don't know if in the decision it says specifically within the asset management plan that there be a value-driven category to rate the future utilization.

I would just reiterate that we are considering and incorporating energy transition assumptions.  That's an ongoing activity, and I think the St-Laurent is a perfect example of how we have worked very closely with the City of Ottawa and Hydro Ottawa to understand what will be the future utilization of that pipe.

MR. RUBENSTEIN:  So putting aside the St-Laurent decision, what it said, just generally speaking, it is not something you are doing?

MS. WADE:  I would disagree with that, that that is something that, from a demand forecast perspective, is something that we have actively started to do, and that we are incorporating new processes to include those on an annual basis.  But also in a regional, by-project basis.

MR. RUBENSTEIN:  And I heard from Panel 1 a lot of discussion about the hope or maybe the possibility that the system in the future will become a hydrogen -- will primarily be delivering hydrogen.  Ms. Wade, you were on that panel that --


MS. WADE:  I was, yes, absolutely on that panel.  I would say that the Pathways report that we discussed at length included a 100 percent hydrogen future.  But I think we also discussed the fact that that wasn't necessarily our plan, and that there are many different permutations of how our system could be used in the future.

MR. RUBENSTEIN:  Sure, and there is no measure that looks at when you are determining to do an asset, what -- for the purpose of value-driven projects, where you are measuring for prioritization purposes, nothing that says is this asset going to be able to be utilized in a hydrogen future.  Correct?

MS. WADE:  I would say that, you know, Ms. Teed Martin spoke about that at length, that the engineering study that we are conducting is going to be able to tell us what if any modifications need to be made, to accept higher blends up to and including a hundred percent hydrogen.

MR. RUBENSTEIN:  All right.  And I see in the table, you have measures -- this is back on 36 of the compendium 

-- you have avoided GHG emission as a metric measure to use?

MR. SANDERS:  That is correct.  Yes.

MR. RUBENSTEIN:  And is that your GHG emissions, or customers' GHG emissions?

MR. WELLINGTON:  Actually, subject to check, the one 

-- the use I am most familiar with is avoided methane emissions, not product-of-combustion emissions.  But I would have to check that, and verify.

MR. RUBENSTEIN:  So I want to make sure what you are checking.  You believe it is, based on -- it is your own use, your own use?

MR. WELLINGTON:  It is our -- yes, correct, it is our use, not a customer's use.

MR. RUBENSTEIN:  And there is no measure that then talks about your customers' GHG emissions.  So essentially, will the investment have a positive or negative effect on GHG emissions, generally?

MR. WELLINGTON:  Sorry, Mr. Rubenstein, yes, the Copperleaf tool doesn't have that specific measure.

MS. WADE:  And I would just note, for some of the larger projects, we have begun to start looking at what potential scope 3 increases could be.

MR. RUBENSTEIN:  Just to be clear, when you say "the Copperleaf tool", you mean you have not -- you are not utilizing the metrics; it is not something inherent in the tool.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  All right.  And as I understand -- well, let me ask you this question:  Do you strictly follow the output of the value framework process?  Do you rank the scores from highest to lowest, and that's how it works?

MR. WELLINGTON:  We use it as a baseline for review.  So we accept the initial output, but then we have to look at things like how it impacts resources.  And so there is quite a bit of stakeholdering that tends to follow, to land on the final recommendation.

MR. RUBENSTEIN:  And I think you and I had this discussion at the technical conference.  Certain investments may begin as part of the value framework but then, because of the risk level, they shift into a mandatory project.  And then you have to do it, regardless of scores.  Do I have that right?

MR. WELLINGTON:  Typically, it starts with they are mandatory.  I am trying to think of examples I may have seen where it has gone in the opposite direction.

So I think what you are describing is where we have risks which exceed our upper threshold, and so they become mandatory through that process, which is our risk management process.

Sometimes, there may be investments that are entered in Copperleaf where the risk output that's entered into the investment shows that it should be a mandatory investment.  I can't site any specific examples, though.

MR. RUBENSTEIN:  Now I am a bit confused by that.  One would presume that if the risk metrics are so high that the Copperleaf would properly incorporate those into the optimization, you wouldn't have to essentially flag it as a category; it would just be inherent?

MR. WELLINGTON:  I don't think it is automatic.  I think we actually have to select it as a mandatory investment.

MR. RUBENSTEIN:  No, I understand you have to.  But in my mind, I wonder well, why is that the case?  Isn't that a problem with your optimization, that it doesn't -- if the risk is so high, it doesn't inherently show that in the value score?

MR. WELLINGTON:  You know what?  It is probably something that could be customized into the tool, and perhaps that is something we should look at.  But to my knowledge, it's not.

MR. RUBENSTEIN:  All right.  And maybe if we can turn to page 52 of the compendium?  So you understand what this is, this was also provided last week to your counsel.  This is a version of the updated version of JT5.1 [audio dropout] which as I understand shows -- in this version, it shows all the assets and the value scores.

Then what I did was I just sorted by value score, and I highlighted all those that say "No longer in plan."  And then I just added the row numbers, just so we could all talk about them, we can easily point to them.  Do you see that?

MR. WELLINGTON:  I do.

MR. RUBENSTEIN:  And what I see, and as I understand in the 2020 -- in the first column, you have "2024 budget in LRP", and a couple of different categories of things, here.  You have "emergent", you have "no longer in plan" and you have "existing investments."  Do I have that right?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  And as I understand, emergent is something that would have been new from the last -- from essentially the AMP, when you filed the application.  Correct?

MR. WELLINGTON:  That is correct.

MR. RUBENSTEIN:  "No longer in plan," I think is self-explanatory; it is no longer in the plan.  And then "existing investment" is one that was essentially is an existing investment that is both in this plan and the capital update plan and the original plan.  Correct?

MR. WELLINGTON:  That is correct.  And so when I sort by the value score, what I see is there are just so many projects that have very high value score and are no longer in plans, some of the highest value scores.  And in fact, if you just skim through the next pages, it seems to be that the lower you get in the value score, the least amount of projects are removed.  Can you help me understand that?

MR. WELLINGTON:  So we would have to look at each one, individually.  The first thing I would comment on, just back to my earlier comments about our capital update, and the focus was from 2024, and get updated cost estimates to understand what 2024 would look like, and make decisions on that basis.

But our LRP submission to our parent company takes into account out to 2027.  And so we are expected to work within the constraints that we had set out in our original -- well, the March forecast, as the basis for the forecast for those years.

And so in order to meet those constraints within our management tool, which isn't Copperleaf right now -- we have deleted some investments on an interim basis -- and again, going back through the asset management planning process, we will re-evaluate those investments.

To the specific investments that we see here that have been removed that are higher values, just looking at the first two, you can see that they are furniture relating to the ergonomics.  And, while they do provide a high-value score, they may be relatively low-cost investments and, you know, the reason they are high-value is because they would be rated based on health and safety impacts and, you know, potential reduction of fatigue-related injuries in the workplace.  So they tend to have a higher score, but, when it comes down to deciding what's most critical to our operation, when we have to make decisions like that, we would look at things like furniture investments as probably not the highest priority.

MR. RUBENSTEIN:  I'm going to talk you through a couple of them, but you just mentioned one thing I want to clarify.  You said, "We don't use Copperleaf.  It's not our management tool right now."

MR. WELLINGTON:  We used it to develop the original optimized plan and we use it to manage our forecast, and other things.  With respect to determining which investments we would remove, we started with just an Excel file that we've actually instructed the business to go and make certain adjustments on.

Where we've deleted investments, they'll likely just push them into 2033, and then we'll pull it back in for optimization as we do the next AMP.

MR. RUBENSTEIN:  Now, you picked out the furniture one.  It seems like the easy one, but let's go to line 7 here.  And I'll be frank, I don't fully know what some of these acronyms mean, but this is a distribution pipe project.  It says:  "CHAT, Tweedsmuir, LP, Chatham Replacement."  Do you see that?

MR. WELLINGTON:  Yes, I do.

MR. RUBENSTEIN:  This is the seventh-highest value score, at a value score of 20,317.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And I see total investment cost.  That's the cost of the project.  Right?  It's about $1.56 million?

MR. WELLINGTON:  That's correct, yes.

MR. RUBENSTEIN:  That's out.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And yet we see plenty of other investment distribution pipe projects throughout this that you are doing.

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  Can you help me understand something like that?  Why this one would be out but, obviously, you are doing plenty of other pipes?  
I would have thought this is the one you would definitely want to do.

MR. WELLINGTON:  So, if it were a project, say for example, that was planned for 2024, there would have been direct contact with the -- well, the asset class manager, first of all, would have an understanding of the priority of the project relative to other investments, and also contact with the execution teams and regional stakeholders, who may have other reasons to want to execute the project in a given year and may be able to support a decision to defer into a future year.  So that was probably part of that process to make that decision.

If it was in a year outside of 2024, where we were essentially just trying to balance our portfolio, it may just have been removed for the purposes of this exercise with the intent to bring it back into our next optimization.

MR. RUBENSTEIN:  And when I just flip through this, it just feels like you are disproportionately the higher projects.  And that's the thing which I don't understand.  I understand one-off here and there; I can understand.  But, if you flip through and go to the far pages, essentially, very few projects are out of the plan.

MR. WELLINGTON:  It appears to be the case.

MR. RUBENSTEIN:  So, disproportionately, the investments with the highest-value score are not being done and the ones with the lower-value score are being done?

MR. WELLINGTON:  And I don't know what the outcome would look like, but it might be helpful to look at this in the context of which year we had planned to execute each one, as well, just to see if they were part of those decisions to just essentially reflect the forecast that lined up to our budgetary constraint.

MR. RUBENSTEIN:  All right.  And I see it's about three o'clock.  I don't know if this is a good time for the Panel to take the afternoon break.

MR. MORAN:  Yes, this is a good time.  We'll return at 3:15.
--- Recess taken at 2:57 p.m.
--- On resuming at 3:16 p.m.

MR. MORAN:  Mr. Rubenstein.

MR. RUBENSTEIN:  Panel, we talked about future underutilization risk in the context of the value framework, but my question is for those who are responsible for capital planning for the company.  Is there anywhere else that this is taken into account in the capital planning process?

MS. WADE:  Sorry.  Just one moment, please.  So, just to clarify, you are asking the question:  Where else in the planning process is the utilization taken into consideration?  Is that correct?

MR. RUBENSTEIN:  In the capital planning process --


MS. WADE:  Yes.

MR. RUBENSTEIN:  -- where does underutilization 
risk -- where are you considering that?

MS. WADE:  So I think I would go back to what I was stating before, that this is part of the demand forecast process, and that demand forecast process is a big part of our capital planning.  So I'm not sure if there is a disconnect there, but I'd say the demand forecast is one of the very first steps in looking at what the utilization of the pipeline will be and understanding if there is risk tied to that.

MR. RUBENSTEIN:  How far out do you do a demand forecast?

MS. WADE:  Our demand forecast is out -- actually, sorry, I'll let Mr. Clark speak to that.

MR. CLARK:  Brad Clark.  The demand forecast goes out for 10 years.  So we call it the system reinforcement plan, and we did a 2022 to 2032 to underpin the AMP.

MR. RUBENSTEIN:  And I think we were talking about that many of the assets that you are putting in are 40 to 60, and I think Mr. Sanders said even longer than that.  Correct?

MS. DREVENY:  So, Mr. Rubenstein, I would just add that probably the other area, so you would see it at the demand --


MR. RUBENSTEIN:  Sorry, can we just one at a time?  Am I correct that the asset's 40 to 60 years and possibly longer?  Correct?

MS. DREVENY:  Yes, correct.  Sorry, I was just going to add onto that that the economic life of the asset is what you would consider through depreciation, and so that would be the other area within capital planning where you might see the risk addressed for future stranded assets, so if we were to apply an economic planning horizon or something to that extent.

MR. RUBENSTEIN:  Am I correct you are not proposing that?

MS. DREVENY:  We are not proposing it in this application, no.

MR. RUBENSTEIN:  All right.  So, the assets, their lives are 40 to 60 years, even longer, but you have a 10-year planning horizon.  It seems like there is a mismatch there from a capital planning process.  Correct?

MS. WADE:  I would also note that, as part of the rebasing application, we did do the posterity work to look at different scenarios beyond that 10-year timeframe, and that was specific to the volumes and the peak hour for our system.

MR. RUBENSTEIN:  So, for the purposes of the capital planning process and underutilization risk, do I understand it is only taken into account in the demand forecast and that demand forecast is 10 years?  Correct?

MS. WADE:  Just to reiterate what Mr. Clark said, that is correct; however, in the work that we're looking at in our demand forecasting, we are not stopping at just the 10-year in any conversations that we are having around, say for example, a municipal energy plan or an LDC's plan, as well.

MR. CLARK:  Brad Clark.  I would also like to just add, too, that, although I mentioned we created a 10-year demand forecast for that period of 2022 to, well, actually 11 years, '22 to '32, as we go through that plan, our demand is updated annually in terms of the actuals, as are the scopes that are in the asset plan, are revisited to see if they need adjustment in scope and/or timing.  And so that would apply to reinforcements as well as replacements and relocations, as well.

MR. RUBENSTEIN:  And that is helpful for future projects, but, for projects that are already in the ground, it is a little late.  Correct?

MR. CLARK:  Correct.  I just wanted to highlight that it is not a 10-year fixed; we're constantly looking at it.

MR. RUBENSTEIN:  No, that's fair.  So let me ask you:  For the purposes of the capital planning process, are you doing anything materially different now than you have previously as a result of the energy transition?

MS. WADE:  I will start, and then again, if Mr. Clark would like to add on.  So, within the rebasing timeframe, I would say that the adjustments that we have made are not significant, but they do recognize what we know today.  I would note that, as you get beyond the incentive regulation timeframe, you will see a greater impact to the demand forecast.

MR. RUBENSTEIN:  All right.  I think my question was a little bit different.  For purposes of the capital planning process, is the company doing anything now materially different as a result of the energy transition than it may have done previously?

MS. WADE:  When you say "materially different", has it affected the capital plan in a material way; is that the question?

MR. RUBENSTEIN:  Both the plan and the process.

MS. WADE:  Yes, so I will start with the process, and I will say yes, because previously we were only incorporating energy transition adjustments that were known, so for example the carbon tax.  Now, for the first time, we have included adjustments with regards to voluntary fuel switching, both within the new market, the new-build market, and the retrofit market.  So I would say that is a significant new adjustment.  Again, in the timeframe of the incentive or the IR period, it doesn't make a material impact, but you will begin to see that farther out.  I would also note that we have also begun to engage -- evolve our engagement with municipalities and electric utilities, as we've noted before, to better inform the design forecast and in that understanding of the utilization.

MR. RUBENSTEIN:  In the scope of the entire capital planning process...

MS. WADE:  That's correct.  That is part of the capital planning process.

MR. RUBENSTEIN:  No, sorry.  Let me ask my question first.  I apologize.  In the scope of the entire planning process, is it the view of the company that you have made material changes because of the energy [audio dropout]?

MS. WADE:  Yes.  Sorry, I'll start, and then I'll let Brad or Mr. Clark add on to it.  So I would just reiterate what I just noted.  I would also speak to the integrated resource planning implementation of that decision and framework within the organization, looking at each of our projects to understand if there is a ability to delay, avoid, or reduce the scope of the project.  So I would say those are two big shifts in the way that we were previously doing our evolutions in the capital planning.

MR. CLARK:  Brad Clark.  In terms of the demand development process that underpins the facilities that do go into the AMP, the harmonized methodologies that are laid out in 4.2.3 include a lot of features that are going to allow us to adapt, spot, and adjust to energy transition factors in the way that demand forecast is created.  It also includes energy transition factors applied on top of these factors that are applied.  

Specifically, I'd like to call out that one key thing is the development of system profiles, also called dimensionless profiles, that have been explained a bit in some of the IRs.  This is creating a demand profile over the day to determine the peak-hour factor required for facility design.  This is a key feature in that, as energy transition takes effect, it may affect customer usage patterns, and this will allow that to be reflected, whereas the previous practice just use the standard factor.  There are a couple of factors like that, and I think we are well-positioned to be prepared for, to spot, and adapt to change in the future.

MR. RUBENSTEIN:  And, as I heard from earlier panels, including the customer connection panel, the company doesn't know its future perfectly, with either RNG or hydrogen, as Ms. Giridhar mentioned, essentially as a backup on the coldest winter days.  Do I have that correct?

MS. WADE:  I would say, at this point in time, we are not entirely sure if it would just be a backup from a resilience play, for example, if customers have electrified and are maintaining it for resilience and/or for backup for, say, a hybrid heating perspective, that's right.

MR. RUBENSTEIN:  And in each of those scenario, the hydrogen-RNG scenario or the hybrid heating scenario that you're talking about, as I understand it is still going to involve lots of pipes and lots of capital assets.  Correct?

MS. WADE:  It would be leveraging our system as we have it today.  That's correct.

MR. RUBENSTEIN:  All right.  Maybe we can go to page 145 of the compendium.  As I understand this and following pages, this is from the AMP.  This is Appendix A, which has what you call investment summary reports for all projects over $10 million.  Do I have that correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  Maybe we can just flip to the next page as an example of an investment summary report.

And as I see under the investment overview group, you have categorized projects in -- you see this is in point 2, or sorry, in number 2 and number 3.  They could be compliance projects, they could also be must-do projects, or they could be neither.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  If we go back to page 77 of the evidence, we had asked you about this.  And this is an updated response with the capital update.  And you were asked in part (a):
"What is the total number and value of those material capital projects?"

And you said:
"Forty-six projects at a total value of $2.27 billion before the allocation of overheads."

Do I have that right?

MR. WELLINGTON:  That's right.

MR. RUBENSTEIN:  Then in part (b), we asked you to break down each of the number of investments and their value in each of the various categories:  compliance, must do, must do, must do, intolerable risk, must-do third-party relocation and then must-do program work with sufficient history and risk to warrant continuation.

Do you see that?

MR. WELLINGTON:  I do.

MR. RUBENSTEIN:  In your response, you mention that:
"Compliance and 'must do' do not map to the investment category summarized in..."
that we talked about before.  And you explained some of the differences.  Do I have that right?

MR. WELLINGTON:  Yes, that is correct.

MR. RUBENSTEIN:  What you say is:
"Please note compliance and must-do descriptions under the investment overview section do not map directly onto the investment categories."

And then you mention there is none for value driven.  Do I have that right?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  But you do provide the response.  And you will see on the next page, on page 78, "Compliance," we have zero projects.  Do I have that right?

MR. WELLINGTON:  That's right.

MR. RUBENSTEIN:  And then "Must Do - Must Do", you have 12 projects with an estimated cost of a billion dollars; do I have that right?

MR. WELLINGTON:  That is correct.

MR. RUBENSTEIN:  And then "Must Do - Intolerable Risk", you have one project estimated at a cost of $29.8 million.  But then you say $347 millions of the Dawn to Corunna project has -- essentially, it should be accounted for in this.  Do I have that right?   

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  All right.  And then "Must Do - Third Party Relocation", zero.  And then "Must Do Program with Sufficient History to Warrant Continuation", you have zero projects.  Do I have that right?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  So when I add up all that spending, including the Dawn-Corunna amount that you talk about here, I get 14 projects at a cost of approximately $1.45 billion.  Does that sound about right?

MR. WELLINGTON:  That sounds right.

MR. RUBENSTEIN:  And I am comparing that to the $2.27 billion of total material capital projects; does that sound right?

MR. WELLINGTON:  Okay.

MR. RUBENSTEIN:  So there are 45 of those material capital projects.  So I get 30 percent of the material capital projects representing about 65 percent of the total cost of those material projects -- material capital projects, are compliance, or what you call "must do."  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  So the inverse of that is 70 percent of the material projects and 35 percent of the costs are not compliance or must do?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  So just looking at that, it seems to me that there is a significant flexibility in the capital plan.  Correct?

MR. WELLINGTON:  What do you mean?

MR. RUBENSTEIN:  Well, they are neither compliance or they are neither must do.  It seems then that there is flexibility.

MR. WELLINGTON:  I still don't follow.  If you could elaborate, please?

MR. RUBENSTEIN:  Well, of the material capital projects, we know that 70 percent of those projects and 35 percent of the value of those projects are not compliance or, using your language, must-do projects?  We agree with that?  We have that?

MR. WELLINGTON:  Yes, I agree.   

MR. RUBENSTEIN:  So that seems to me that in your capital planning, you have a lot of flexibility then, lots of projects that you are doing that are neither compliance nor what you call "must do"?

MR. WELLINGTON:  So this is in regards to those investments that are greater than $10 million, right?  And so we are really talking about those investments and the flexibility that resides within those investments.

And I think it comes down to how some of the projects were categorized or treated.  I would say that there is potentially flexibility in timing of some of these, but I wouldn't necessarily say that there's flexibility to proceed or not with some of these.  And some of them are dependent on things such as market conditions.   And just as an example, in the "Must Do - Must Do" category, that tends to be our growth reinforcement projects, transmission reinforcement projects, those kinds of things.  So they are market driven, but there is also IRP alternatives, which will be explored before we get too far along and understand whether or not we can look to reduce, defer or avoid those projects.

MR. MORAN:  Mr. Rubenstein, just to interrupt for a minute, we are having a small technical issue with the court reporter.  So if we could just pause for a minute, while that that gets corrected?

[Technical interruption]

MR. MORAN:  Sorry for the brief delay.  I don't know if our system is designed for a peak day or not, but we're ready to continue.  Mr. Rubenstein.

MR. RUBENSTEIN:  Panel, turn to page 163 of the compendium and take a look at one of the investments [audio dropout] reports.  Page 1363 of the compendium, I promise that it is there.  As I understand, this is for what is known as the Crowland storage transfer project?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  As I understand the project -- if we can scroll down a bit -- was originally forecast, the plan was to spend $19.3 million over 2023 and 2024?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And it discusses what the project was about.  As I understand, if we look at compliance, there was a yes to compliance.  It says: 
"The RTU building locate contravenes Canadian electrical code section 22.1 for unrated equipment operating in a hazardous classification."  

Do you see that?

MR. WELLINGTON:  I do.

MR. RUBENSTEIN:  And then under the "Must do", it is also a "Must Do - Investment".  Do you see that?

MR. WELLINGTON:  Yes, I do.

MR. RUBENSTEIN:  Maybe we can go to page 204 of the compendium.  As I understand this, the table on this page and on the next page was what was included in the capital update was essentially updating the appendix A investments.  Do I have that right?

MR. WELLINGTON:  That's right.

MR. RUBENSTEIN:  And it shows the investments, the planning group, their forecast costs with overheads, the allocated overheads, and the in-service dates.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  Now, I don't see the Crowland transfer project listed there.

MR. WELLINGTON:  I believe it is shown online 14 with a different project title.

MR. RUBENSTEIN:  All right, so that's now SCRW, station renewal in place?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And so the project went from about $19 million, $19-odd million to $28.3 million?

MR. WELLINGTON:  I think it would be 22, roughly, because you would subtract the $6 million in overheads.

MR. RUBENSTEIN:  You're right.  So it increased in cost?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And I think it's moved out at least a year.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  If we go to page 165 --


MR. WELLINGTON:  And perhaps just for clarity, as well, the Crowland compressor station project, while there is a compliance issue at the site, it's not the sole driver for that project.  It gives a bit more of a summary of the actual drivers there, of the compliance issue.  I can't speak to the status.  It may have been addressed through some interim mitigation.

MR. RUBENSTEIN:  And I think, as we went back, it not only was compliance; it was also a must do, so it was sort of under two buckets that you had to do the project.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  All right.  If we go to page 165, this is the GTAW Parkway Gate station rebuild, Phase 2?

MR. WELLINGTON:  Yes, I see that.

MR. RUBENSTEIN:  And as I -- it is a compliance investment again?

MR. WELLINGTON:  That's correct, yes.

MR. RUBENSTEIN:  It is about $12.3 million?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  And, if we go to page 204, I don't see that project anymore.

MR. WELLINGTON:  Sorry, I just wanted to verify.  Yes, I don't see it.  You're correct.

MR. RUBENSTEIN:  So it was a compliance investment that doesn't need to be done?

MR. WELLINGTON:  I'm actually not sure if that was a miss.  It may well have been a miss in this list, and it may have something to do with the amount forecasted for this year.  And that project is actually executing, and I was actually going to point that out for the Crowland project, as well, that it is already executing, so it -- however, it has not -- it has only purchased materials, so they haven't proceeded with it, and so that's why we're delaying for the year.

MR. RUBENSTEIN:  All right.  Maybe we'll do one more, and then I'll have an undertaking for you.  If we can go to page 172, the lateral replacement and reinforcement project, do you see that?

MR. WELLINGTON:  Yes, correct.

MR. RUBENSTEIN:  And it is listed as a must do investment?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And I believe the cost is about $16.5 million and originally to be in service in 20 [audio dropout]?

MR. WELLINGTON:  That's right.  That project was originally part of or expected to be part of the projects that are servicing the greenhouse market in Essex County, along with the Panhandle Regional Expansion Project.  And following the optimized -- the creation of the optimized plan, we learned more about where the greenhouse market was going to develop, and that investment was removed from the forecast.

MR. RUBENSTEIN:  All right.  So it is not just removed for -- to be in service in 2024.  I don't see it --


MR. WELLINGTON:  Correct.  it's removed all together.  That's right.

MR. RUBENSTEIN:  So I guess not really "must do"?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  All right.  Well, I am going to ask you to undertake, if you could, with respect to pages 204 and 205 of the compendium.  This is the updated information with respect to the material investment.  Two things:  one is check to make sure there aren't other missed ones, because I didn't -- I am going -- if there was other projects like that, I am not going to spend the time going through that.

And for those projects that may be there, but under a different name, if you could somehow let us know, provide that information?

MR. WELLINGTON:  We can do that.

MS. DUFF:  Mr. Rubenstein, can I ask a question?  I don't understand how it can be executing and then removed.  So on 172, perhaps you could explain "executing", what that means when it says "investment stage."

MR. MILLAR:  And the undertaking is J11.8.
UNDERTAKING J11.8:  RE EXHIBIT NO. K11.2, PAGE 172, ENBRIDGE TO EXPAND EXPLAIN "EXECUTING", WHAT THAT MEANS WHEN IT SAYS "INVESTMENT STAGE"; TO EXPAND UNDERTAKING J11.8 TO ALSO INDICATE WHY ITEMS INDICATED AS "EXECUTING" MAY HAVE BEEN REMOVED.

MR. WELLINGTON:  One moment, Commissioner.

MS. DUFF:  Maybe there is an opportunity to augment the undertaking.

MR. WELLINGTON:  We can look into that and see if there was an error.  I agree, it doesn't make sense; it would have been flagged as "executing."

MR. STEVENS:  Thank you.  Just for the record, we will expand undertaking J11.8 to also indicate why items indicated as "executing" may have been removed.

MR. RUBENSTEIN:  May I ask you to turn to page 79 of the compendium?

And as I understand what this evidence -- this is from your pre-filed evidence.  And it shows "Integration savings by category."  Do you see that?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  As I see, they are all O&M capital savings.  Correct?

MS. DREVENY:  Correct.  I think there is a subsequent undertaking that confirms that.

MR. RUBENSTEIN:  Yes, I am going to take you to that, right now.  This is page -- right on the next page, page 80.

This is ADR -- sorry, 1.9 SEC 90, where we asked you 

-- sorry, I apologize.  I am getting myself confused.

If we can go to page 80, we had asked you to provide any other savings that are not just from integration savings.  And this is "provided on page 81", is your response.

And this, as I understand this table, shows productivity and efficiency savings above those as a result of integration.  Do I have that correct?

MS. DREVENY:  I agree, that's what is stated.

MR. RUBENSTEIN:  If we flip over to the next page, page 82, we asked you in ADR 23 to confirm that the table that we were just looking at is all O&M savings.  And that's what the response says.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  If we look at page 81, as I understand in the productivity savings, Enbridge had included embedded productivity savings.

We see that at line 3, line 5, line 9 and line 11.  Do you see that?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  As I understand what those were intending to show is that at the time the company didn't know how it was going to achieve those savings, but it was building in those savings into the budget.  Do I have that correct?

MS. DREVENY:  Sorry, I can't speak to what the intent of that was.  Sorry, I don't have accountability for the O&M.

MR. RUBENSTEIN:  All right.  So then, as I understand it, and we talked about it on page 82, all the savings are in O&M.  So do I take it then there was no capital savings as a result of either, in the merger, the integration savings that may -- it is all O&M.  And there is, further, no capital savings as a result of other productivity initiatives?

MR. WELLINGTON:  Mr. Rubenstein, I guess one thing I would offer is that we probably don't do a very good job of quantifying where we may have capital savings from certain programs.  And if I could maybe just call up a quick reference for example, and try not to spend too much of your time, because I know you are on tight time constraints here.  But if I could ask Ms. Monforton to pull up Exhibit 262?  And it would be on page 197.

Okay.  And if you could please scroll down to the bottom of the page, the second-last paragraph?  So we talk about something new that we started doing on our wells for the EGD rate zone, which is application of cathodic protection to extend well life.


This inherently will lend itself to a reduction of having to replace wells.  We do have a business case that was used to support this cathodic protection program, which demonstrated the value over time.  We just don't have a report that says we will save this much capital over time.

It is only one example; I recognize it is a small example, but there are other smaller examples out there.  We probably just don't do very good reporting on them.

MR. RUBENSTEIN:  That's as a result of the integration?

MR. WELLINGTON:  Yeah.  This is actually one legacy company adapting the practices of another.

MR. RUBENSTEIN:  Nowhere in the evidence do you show where there is quantifiable savings.  There is a whole section in the evidence about integration savings; I didn't see this one listed there.

MR. WELLINGTON:  I recognize that, yeah.  And there has been another one on the same page, as well, but I just -- to make a point that there are some examples; we just have not done a good job of quantifying, apparently.

MR. RUBENSTEIN:  Have you done any job of quantifying it?

MR. WELLINGTON:  We have reports, just not on evidence; at least a report for this, just not in evidence.  So...

MR. RUBENSTEIN:  And are those savings in -- whatever accrued in the last few years?

MR. WELLINGTON:  It will.  It depends on what the time frame would be for replacement of those particular wellheads.  So, if they were scheduled to be replaced over the last couple of years, then we would be able to say we saved this much over the last couple of years.

MR. RUBENSTEIN:  Now with respect to embedded productivity that I understand they did for O&M, whereas I understand they embedded a level of productivity that they had -- or the company at that time hadn't determined how it was going to achieve it, there is no such thing in the capital program.  Correct?  There is no embedded productivity built into the 2023 or 2024 budgets, like there were for the O&M?

MR. WELLINGTON:  We don't have any embedded productivity levels forecast in our capital forecast.

MR. RUBENSTEIN:  So do I take it from that that there are no efficiencies to be had over the next -- in 2023 and 2024, no further efficiencies, further productivity?

MS. BURNHAM:  So if we do see efficiencies in the execution of our capital program, those are usually captured at the project level.  Sorry, it is Jennifer Burnham:  So, like I was saying, typically, productivity savings at the execution level for capital projects would be captured within that capital project.  So when we estimate those projects, we are taking into account any efficiencies.  And that would be the budget amount that goes into the asset plan as we move through the years.  So if there are some in there, they are captured already within the asset management plan and within the capital.

MR. RUBENSTEIN:  And that would be known efficiencies at the time you do the capital budgeting?

MS. BURNHAM:  Correct.

MR. RUBENSTEIN:  And so there are no further efficiencies that you didn't know about at the time but you are going to try to achieve in 2023 or 2024, like was done on the O&M side?

MS. BURNHAM:  No, not for 2023, which we are currently executing, or in 2024 which we would have costed and had probably no dramatic changes to our execution plans for 2024.

MR. RUBENSTEIN:  And would you expect to come up with some new measures and new efficiencies since the application was filed, as relates to the capital?

MS. BURNHAM:  For 2024?

MR. RUBENSTEIN:  2023 and 2024.

MS. BURNHAM:  So I would say one area of potential productivity savings is through our renewed alliance partner contracts.  So we've just completed the RFP and awarded that contract, and it will kick off in 2024, the new contract.  Within that contract, there is an expectation of productivity savings within that contract, of about 1 percent of the contract value, so we would expect to achieve those in 2024.  But, other than that, we have not baked in any other potential productivity savings that we may get out of the execution of our capital plan.

MR. RUBENSTEIN:  No, my question wasn't having you bake the cost in.  My question is:  Are you seeking to achieve more productivity and more efficiency in 2024?  Will you?

MS. BURNHAM:  We are definitely seeking to achieve that 1 percent within the alliance partner contract, but there are no others to my knowledge at this point in time that we're -- go ahead.

MR. SANDERS:  Maybe I can help out with that.  What I'm hearing you ask is are we seeking them.  We're always seeking them, so we look at all of our projects and the total capital spend.  We are looking for opportunities.  One that comes to mind in particular, I look at the Dawn-Corunna project, if you think of that as a combination of pre-integration, the compressor replacements would have gone ahead for the Corunna compressor plan independent of the opportunity that we had to lay the pipeline instead and find efficiencies that way.  So we're looking for those all the time.  Another example that I might use would be the -- if you look at our technology systems, all our programs that are systems that are operating across the country, we are looking to reduce duplications, find efficiencies that way.  So your question of:  Are we looking for them?  Absolutely, we are looking for them.

MR. RUBENSTEIN:  Why would you build in a better productivity on the O&M side but not the capital side?

MR. SANDERS:  That's a good question.  I don't know why.

MR. RUBENSTEIN:  I'd like to talk about the St-Laurent project.  Now, as I understand, you brought forward a leave to construct for that project in 2022 for phases 3 and 4.  Correct?  Sorry, I think the decision was in 2022.  The application was before that, but it was for phase 3 and 4.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  My understanding is that the OEB denied the company leave to construct phase 3 and 4 in its decision that was released in May of 2022.  Correct?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  Maybe we can go to that decision, and it is page 116 of the compendium or at least part of the decision.  My understanding at a high level is that the OEB denied it leave on the basis that the company had not demonstrated the risk associated with the pipeline warranted at the time replacement.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And the second reason -- and this is on page 125 of the compendium -- is that the company had not demonstrated that the project, the pipeline replacement, was the best [audio dropout].  Have I got that right?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  Maybe we can go to page 158 of the compendium.  This is, as I understand, a material investment summary for the St-Laurent project, phase 3, north south.  This is from the original application.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  As I understand, this includes -- and I think we talked about this before.  These costs here are excluding capitalized overheads.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  What I see is a cost of about $54.5 million?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And so, for 2023 and 2024, I get -- sorry.  I apologize.  Maybe we can go to the next page.  This is the material, sorry, investment summary project report for the St-Laurent phase 4.  Do you see that?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  And I get a total cost of about $19.1 million without overheads?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And there is no spending in 2023 and 2024?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  Sorry.  If we go back to page 158 just so I'm clear here, that is about a million dollars of spending in 2023 and then about $49 million in 2024.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  So the total spending on Phase 3 and 4, as I understand it, is about $50 million in 2023 and about $73.5 million in 2024.  Does that sound about right for both phase 3 and 4?

MR. WELLINGTON:  Yes, as of the forecast from last October?

MR. RUBENSTEIN:  Yes.  I was wondering if we could turn up -- and I apologize; this is not in my compendium -- JT6.1.  We can go to attachment 1.  Just before it comes up, just so we can situate ourselves, in this response you were essentially asked to provide some capital spending tables without the overhead, historic overhead, so [audio dropout] some apples-to-apples comparison.  If we can go to attachment 1 -- sorry, without overhead on the forward tables, so there could be some apples-to-apples oranges, apples-to-apples comparison.  I apologize.  It's getting late in the day.  So what I see now on line 20, line 21, line 22, and line 27, is I now see four St-Laurent projects.  Correct?

MR. WELLINGTON:  That's correct, the projects were further broken down.  It is the same scope of work that was originally proposed but just broken down for phasing purposes.

MR. RUBENSTEIN:  So for line -- just to get this clear, at line 27 we have St-Laurent phase 3, north south, NPS12, 16 steel.  I see there is no spending in 2023 and $9.5 million in spending in 2024?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  Then, when I add up the costs because throughout the whole, up and through the end of the project, it is about $94.5 million?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And then there is this phase 3.  We see this on line 20, Coventry to St-Laurent Plastic.  Do you see that?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  I see about $19.6 million over that period of time.

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And so for on line, phase 4 on line 21, we have St-Laurent phase 4 east west NPS 12; spending I have about $42.1 million in total being spent.  Do you see that?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  And then there is the new project.  There is a new one, St-Laurent phase 4, lower section plastic.  I get about $8 million in total.

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  When I add all that up, this is the 

-- you are planning to spend as I understand on the St-Laurent project about $16.82 million in 2023 and 2024 and about $165 million being spent overall, and this excludes overheads.  Does that sound about right?

MR. WELLINGTON:  Yes, it does.

MR. RUBENSTEIN:  So, when I go back to what was in the original application with respect to this project, I had a spending of about $49.8 million in 2023/2024, and about $73.5 million, in total.  Does that sound about right?

MR. WELLINGTON:  Yes, it does.

MR. RUBENSTEIN:  So this is a significant increase in the capital spending of the St-Laurent project?

MR. WELLINGTON:  It is.

MR. RUBENSTEIN:  If we can go to page 126 of the compendium, this is from that decision.  As I understand it, line 7 -- I am trying to do as much of an apples-to-apples comparison as we can, so without overheads -- the project was about $100 million at the time.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  So with the project now forecasting $165 million, that is about a 65 percent increase since the last leave to construct project.  Correct?

MR. WELLINGTON:  That's correct.  Yes.

MR. RUBENSTEIN:  So the OEB denies leave to construct just last year, and you are back with the pipeline project, with spending in 2024.  It is now four projects instead of two, and it is costing a lot more money.  Do I have that right?

MR. WELLINGTON:  Yes.  So just to clarify again, the fourth project was just a splitting up of the same scope, just for phasing purposes.

And yes, the cost has increased based on updates to estimates that were provided back in the 2019/2020 timeframe for the last AMP.

And it seems that we are seeing similar cost pressures as we are in some of the other pipeline projects, relating to inflation and other factors.

MR. RUBENSTEIN:  You are talking a 65 percent increase; that is quite a significant inflationary increase?

MR. WELLINGTON:  Yeah, I agree.

MR. RUBENSTEIN:  So when the Board last year said, no, we don't think you need to do the project, here we are a year later and you say we need to do the project?

MR. SANDERS:  So maybe, Mr. Rubenstein, I can help out on that one:  So following the decision from the Board, we immediately enacted an emergency operations centre for that particular project.

Given the concern we had about the integrity of that asset, the project team implemented many of the recommendations coming out of -- and I'll speak to the technical piece, and this way, I can speak to some of the IRP work that was done.


We completed numerous field activities, including some crawler tool inspections, some integrity digs.  From the immediate work that we did on that pipeline, we found an immediate concern, that we implemented a replacement of a section of pipe, last fall.

We have collected all the data now on the integrity information coming in for that pipeline, and have developed a recommendation that we are prepared to bring forward this fall on an additional leave to construct on that particular project.

MR. RUBENSTEIN:  Now the evidence I won't take you to.  But as a result of the St-Laurent decision, you determined that you needed, that you would undertake -- or you believe you were told to undertake enhanced distribution integrity management activities, which you call EDIMP.  Do I have that correct?

MR. SANDERS:  That's correct.

MR. RUBENSTEIN:  In fact, in the settlement proposal, there was an agreement to include a variance account regarding a broader amount of integrity management costs, but that it would also include EDIMP costs.  Correct?

MR. SANDERS:  That's correct.

MR. RUBENSTEIN:  And if we could go to page 132 of the compendium, at paragraph 15, you describe the goal of EDIMP.  You say:
"The goal of the enhanced DIMP will be to provide a substantive, rigorous review of the condition of enhanced DIMP pipelines and to identify specific areas that could benefit from proactive mitigation projects which may extend the life of the asset.  Such solutions may be implemented to delay or avoid costly and time-consuming pipeline replacement projects."

Do you see that?

MR. WELLINGTON:  I do.

MR. RUBENSTEIN:  And if we flip black to page 141 on the earlier page, at paragraph 11, you say there is about $500 million of projects that could be subject to -- sorry, $500 -- I'll just read the quote:
"Currently, with the AMP, there is DIMP replacement projects for assets greater than NPS 6 with a forecast cost of over $500 million over the next 10 years."

Do you see that?

MR. WELLINGTON:  I do.

MR. RUBENSTEIN:  So those are the universe of projects that could be subject to EDIMP.  Do I have that correct?

MR. SANDERS:  I will defer to Mr. --


MR. WELLINGTON:  Yes, that is correct.

MR. SANDERS:  Yes, thank you.


MR.  RUBENSTEIN:  The AMP, based on when it was prepared, it didn't include EDIMP activities.  Correct?

MR. WELLINGTON:  That is correct.

MR. RUBENSTEIN:  So should we expect a reduction in capital spending as a result of the EDIMP activities that you will have undertaken, subsequent to the preparation of the AMP?

MR. WELLINGTON:  I don't think we know for certain the answer to that question.  But I think, as I mentioned in the technical conference, that it is one of the desired outcomes.  It will depend very much on the condition of the asset upon the time of the inspection and the required response to mitigate any risk.

MR. RUBENSTEIN:  But you haven't included any deferrals or delays as a results of EDIMP in the asset management plan or the 2024 budget.  Correct?

MR. WELLINGTON:  No, not at the moment, no.

MR. RUBENSTEIN:  But there could be some?

MR. WELLINGTON:  I am hard pressed to provide an answer right now.  I would say, subject to check, there could be.

MR. SANDERS:  Maybe I will add to that, Mr. Rubenstein:  I think as we discovered in the St-Laurent project, the caution in this is that, by its very nature, we don't know the condition of these assets.  And this is what the enhanced DIMP program will provide, is that additional integrity information.  So to be absolute about it at this point wouldn't be accurate.  We don't know.

The goal of this is to be more specific, and in many of these circumstances and much like you see in our TIMP program today, where we have run the free swimming tools across our transmission pipelines, we can find specific anomalies or damages to the pipeline, go in and prepare those specifically, and not have to do a major replacement.

The challenge, of course in a distribution pipeline, we can't use a free swimming tool.  These crawler tools are very -- are limited in their ability to cover the entire pipeline.  And that is one of the challenges that we have is that it's a great tool, it is providing better technology and provides some information, but it won't cover the entire asset.

So I think it's prudent at this point to say the goal is to minimize the replacement requirement, and we hope that that's the outcome that we will see.  But we can't guarantee that.

MR. RUBENSTEIN:  There is a variance to cover EDIMP costs.  Should there be a variance to cover, on the capital side, reductions in spending that may be a result of work that you undertake through EDIMP?

MR. SANDERS:  That's an interesting idea.  I hadn't contemplated that.

MR. RUBENSTEIN:  Let me ask you about integrity digs.  With respect to distribution pipes, as I understand you have two programs primarily that deal with integrity digs.  Do I have that correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  If we can go to page 216 of the compendium?  This is the TIMP retrofit and digs, and then the inspection program, integrity retrofit and digs?  Sorry, program.  Do I have that right?

MR. WELLINGTON:  Yes, correct.

MR. RUBENSTEIN:  Now my understanding of an integrity dig is this is where you dig up or excavate a pipeline or a round-up pipeline to inspect it and do some work on it?

MR. WELLINGTON:  So the intent of a dig is once we have completed an inline inspection, we understand where there are anomalies.  And so part of the verification process is to expose the pipe, measure the geometry of the anomaly, validate the data and, if it's necessary, undertake any replacement or repairs to mitigate the anomaly.

MR. RUBENSTEIN:  Now, I understand TIMP to stand for transmission integrity management plan?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  Why is that in the distribution pipe?

MR. WELLINGTON:  Sorry, distribution pipe asset class describes those pipelines that are not operated by our storage and transmission [audio dropout] functions predominantly to take gas away from the transmission system and deliver it to the end-use customer.  Within that asset class, we have pipes that are operating above 30 percent specified in the anneal strength, and so they qualify as transmission pipes under the CSA Z662 code.

MR. RUBENSTEIN:  Sorry, I just want to make I have the right citation, here.  Now, as I understand, based on this table, you are spending a small amount, a relative small amount of money in 2023 on TIMP retrofits and digs.  But in the capital update, $82.5 million and $106.5 million on distribution inspection program, integrity retrofits and digs.  Do I have that right?

MR. WELLINGTON:  Correct.

MR. RUBENSTEIN:  And if we go to page 143, this is from the AMP when it was originally filed.  It is a significant increase -- and we see this at the top of the page -- from the spending you were proposing to do on integrity program and integrity retrofits and digs in 2023 and 2024.  Do I have that right?

MR. WELLINGTON:  Yes, correct.

MR. RUBENSTEIN:  And, over the 10-year period, here you show about $308 million and then, the previous page with the capital update, I have over $550 million, so significantly more money is being spent on this program.  Correct?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And the purpose of that is to repair pipes [audio dropout] -- Sorry.  And the purpose of the program is, as we talked about, is to do some repair on some pipes, to ensure that we don't have to do more major work down the line.  Correct?

MR. WELLINGTON:  Largely, yes, correct.

MR. RUBENSTEIN:  And so shouldn't we see a reduction in some of the other spending as a result of the significant increase in this program?

MR. WELLINGTON:  Well, we're not actively replacing any of the, what we call, the TIMP pipelines.  We don't have any projects forecasted to do that.  The replacement projects are what we call DIMP pipelines, so distribution integration management pipelines, so these are really just the base costs for us to continue our inline inspection programs and mitigate those risks that we find through those programmes.  Yes.

MR. RUBENSTEIN:  So is the answer that you are spending significantly more money on this program here?  Is there a -- should we be seeing an offsetting reduction in some of the other large capital programs as a result of the integrity work that you are doing on it?

MR. WELLINGTON:  Is the -- I guess I'd just like to clarify.  Are you expecting that within the same asset we should be able to save some other kind of costs --


MR. RUBENSTEIN:  I'm asking you --


MR. WELLINGTON:  -- based on --


MR. RUBENSTEIN:  -- that question.

MR. WELLINGTON:  No, I just want to clarify the question.  Is it a more broad question about the total capital portfolio or about the asset, itself?  So, if we undertake an inspection program, that asset, you are asking if we should expect to save costs associated with that asset?

MR. RUBENSTEIN:  Well, I would have thought so.

MR. WELLINGTON:  Okay, so I mean the costs that we would be saving are not in our forecast.  The program's whole intention is lifecycle extension and honing in on those areas that are in the worst condition and replacing only those sections if they need replacement, at all.  In some cases, we have repair methods that we can use.  So there is not a forecasted replacement for these pipelines because we have DIMP program to avoid that forecasted replacement.

MR. RUBENSTEIN:  All right.  Well, let's just talk about the inspection program integrity retrofit index.  I believe that is not the TIMP pipelines; this is more the distribution, core distribution pipelines?

MR. WELLINGTON:  It actually is the TIM pipelines.  It is kind of a misnomer and I would say a bad categorization or bad title for that category of work.  So it is work being done on those TIM pipelines.  I believe the -- there are some digs.  I don't -- I need to dig into it a little more, pardon the pun, but the, there are, there is another program that is associated with identifying and mitigating threats that aren't directly identifiable through inline inspection, using some of the risk modelling that we've got and the data that we have in our integrity management databases.

MR. RUBENSTEIN:  Maybe I can ask you to undertake where exactly what I'll call distribution integrity digs are undertaken.  Which program would they show up in?

MR. WELLINGTON:  For distribution pipelines that are part of the DIMP program, we actually don't have a dig program per se.  We do have an EDIMP program now, as you know, and so part of that inspection may involve a number of things, including inline inspection, close interval voltage surveys, and investigative digs, and there are other things, too.

MR. SANDERS:  Perhaps, Mr. Rubenstein, I can help out a little bit, too, on this one.  If I look at the asset class, "strategy investment names," if you go down to "bare and unprotected steel, vintage steam replacement program," those are the examples where we would have distribution pipelines, pipelines operating less than 30 percent [audio dropout].  That's typically where those costs would show up.

MR. RUBENSTEIN:  Can we turn to page 207 of the compendium.  We've looked at it on a previous panel, but as I understand what this shows on the page and then the next page is the 2022 and 2023 gas distribution storage business unit scorecard.

MS. DREVENY:  That's correct.  Danielle Dreveny.  That's correct.

MR. RUBENSTEIN:  As I understand, Enbridge Gas makes up the vast majority of the GDS business unit.  Correct?

MS. DREVENY:  Yes, I think that's fair.

MR. RUBENSTEIN:  And, as I understand what the scorecard, the intent of the scorecard is, it's to tell Enbridge Gas, its employees, what are some of the most important things that it should be undertaking and considering [audio dropout].  Correct?

MR. WELLINGTON:  Yes, that's correct.

MR. RUBENSTEIN:  And I think we've heard previously that I think all of management and maybe other employees are also compensated based on the results of the GDS scorecard?

MR. WELLINGTON:  This is a scorecard applied to the whole business unit and all of the employees, yes.

MR. RUBENSTEIN:  And let's go to page 208 and look at the most, the 2023 scorecard.  We see key performance indicators related to reliability and safety, correct, obviously important things for the company?

MR. SANDERS:  That's correct.

MR. RUBENSTEIN:  We see some ESG goals.  Correct?

MR. SANDERS:  That's correct.

MR. RUBENSTEIN:  And we see the single largest measure is adjusted earnings before interest, taxes, depreciation, and amortization.  Correct?

MR. SANDERS:  As a category or as a single line item?

MR. RUBENSTEIN:  As a single line item, it's the largest?

MR. SANDERS:  Yes, that's correct.

MR. RUBENSTEIN:  And, at the bottom, we also have EBITDA, generated by growth capital.  Correct?

MR. SANDERS:  Yes, that's correct.

MR. RUBENSTEIN:  So that's earnings before income taxes, depreciation, and amortization generated by growth capital.  Correct?

MR. SANDERS:  Yes, that's correct.

MR. RUBENSTEIN:  What I don't see anywhere on this scorecard is any specific metrics related to achieving productivity or efficiency for customers; that's not on the scorecard.  Correct?

MR. SANDERS:  I believe that would be captured under "maintain financial strength and flexibility."

MR. RUBENSTEIN:  And I don't see anything about bringing capital projects in time and on budget.

MR. WELLINGTON:  Not specifically, no.

MR. RUBENSTEIN:  Now, I understand growth capital is primarily -- it's customer connections and reinforcements.  Correct?

MR. SANDERS:  Just give me one minute to confer. 

[Witness panel confers]


MS. DREVENY:  This is Danielle Dreveny.  Just to clarify, also included with that, so it's growth capital, which, yes, that would be your customer connections and your system reinforcements.  There is also the unregulated activity, any mergers and acquisitions, and then the affiliates.

MR. RUBENSTEIN:  But, related to the utility business which we are here to discuss right now, the growth capital, as I understand, includes customer connections and reinforcements.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  Essentially costs to expand the distribution system?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  As I see, that is the second -- this metric, EBITDA generated by growth capital, is the second-largest individual key performance indicator.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  So it seems to me that Enbridge Inc., who I believe is the one who sets this, is telling Enbridge Gas that a very important goal of the company is to increase the size of the system with new customer connections and new capacity; do that I right? 


MR. SANDERS:  Yeah, that's fair. 


MS. DREVENY:  If I could add to that though, the metric measures growth, that is over and above what is included in the budget and what's included in the budget as in terms of our regulated business is largely based on the AMP, which would include our planning in all of these pieces.  So if we are talking about where a lot of this is coming from, I wouldn't say it is coming from our regulated operations as, you know, our customer growth and reinforcements are budgeted years in advance.

MR. RUBENSTEIN:  Sorry, one moment.  You are going to need to help me unpack that.  When you say it's only above what's in the budget?

MS. DREVENY:  It's over and above what's included in our growth budget.  Yes.

MR. RUBENSTEIN:  You mean the meets is the budget, and you get compensated if you are above that; is that what you mean?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  But still it -- just to be clear, the meets line is still what's in the budget.  Right?

MS. DREVENY:  The meets line should be included, what's included in the budget.  And then, as an example, if we were going to be awarded an unregulated RNG project or something of that sort, then that would be counted towards the growth metric.

MR. RUBENSTEIN:  But I am talking -- let's just talk about regulated growth capital.  That makes up part of that meets item; do I have that right, or that meets target?

MS. DREVENY:  So we submit our budget to corporate.  It would have our total expected growth capital.  Yes.

MR. RUBENSTEIN:  And so then if you connect less customers and do less reinforcements, then you are not meeting the target.  Correct?

MS. DREVENY:  I don't know if it captures below.  I would have to look into the specifics of the metric.

MR. RUBENSTEIN:  Well, this is not something that the panel is aware of, how their metrics, what makes it up and what they have to do to achieve them?

MR. SANDERS:  I think what Ms. Dreveny is referring to is it is not necessarily a linear calculation, but there is a threshold where one times to zero times, in between.  But you are correct, Mr. Rubenstein, there is a correlation between, if you hit the target then you are at one time, so that's the base, which includes the growth capital for the regulated assets.

MR. RUBENSTEIN:  So, if you have less EBITDA then compared to what was in the budget for growth capital from the regulated business, if we are just going to isolate the regulated business, you don't meet it.  And if you have more than the budget then you meet it -- then you exceed it, correct?

MR. SANDERS:  That's correct.

MR. RUBENSTEIN:  All right.  So programs that avoid reinforcements, DSM programs, IRP programs that avoid reinforcements, that would do harm to this metric.  Correct?

MR. SANDERS:  Not if it was built into the plan.

MR. RUBENSTEIN:  And if it isn't built into the plan?

MR. SANDERS:  Yes, it would.

MR. RUBENSTEIN:  All right.  And are there any IRP projects that are built into your budget right now, before the Board, in this case?

MS. WADE:  Sorry, I am just thinking about the one that we have implemented.  So there is one IRP plan that has been built -- one deferral, sorry, that has been included within the plan.  So the deferral of the Kingston project has been reflected, but the actual spend of an IRP plan, I think is maybe what you are asking.  And that has not yet been included within the plan, but that's because those costs, whether capital or O&M, would be reflected in the deferral accounts that have been set up.

MR. RUBENSTEIN:  So any incremental IRP projects that you do will harm this metric.  Correct?

MS. WADE:  Just give me one moment, please.  Yeah, I would just note that you are accurate in what you are showing right now, but that that is absolutely something that is on the radar and would be adjusted as we move forward.

MR. RUBENSTEIN:  All right.  Well, let's just look at the scorecard as we have it now.

MR. MORAN:  Mr. Rubenstein, sorry, just doing a little time check.

MR. RUBENSTEIN:  Just a couple more minutes, and we can break for the rest of the day, if that's all right.

MR. MORAN:  Thank you.

MS. WADE:  Sorry, Mr. Rubenstein, can I just note one last point?

MR. RUBENSTEIN:  Please.

MS. WADE:  Because this is -- I think we are looking at the 2023 scorecard.  And so, in the 2022, with the decision coming in 2021, I think the expectation, the IRP perspective is specifically is that, as I just noted, this will be baked in, future looking.  But I think we understood at this point in time that we were in the development and assessment stage.

MR. RUBENSTEIN:  So if Enbridge, for example, promotes other fuel sources for customers who don't connect to gas in the first place, that would harm this metric.  Correct?

MR. SANDERS:  Yes.  As it stands right now, yes.  But as Ms. Wade talked about, I think that there would be a good conversation happening with our parent about the implications of that target because, if it's a goal that we are mutually agreed to and we are -- or actively pursuing, we would have to adjust that measure.

MR. RUBENSTEIN:  Right.  Those are my questions, I guess, for today. Thank you, panel.

MR. MORAN:  Thank you, Mr. Rubenstein.  So we are going to be adjourned, I guess, until tomorrow at 12:30.  And so we will see you then.
--- Whereupon the hearing adjourned at 4:32 p.m.
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