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Tuesday, August 1, 2023
--- On commencing at 12:36 p.m.

MR. MORAN:  Good afternoon, everybody, I think we are ready to continue.

Are there any preliminary matters before we -- Mr. Rubenstein, are you ready to carry on?  Thanks.
EGI PANEL 11 - CAPEX AND AMP (INCLUDING IRP)/2023 CAPITAL, resumed

Danielle Dreveny,
Bob Wellington,

Jim Sanders,

Jason Vinagre,
Jennifer Burnham,
Brad Clark,
Cara-Lynne Wade,
Gord Dillon; Previously Affirmed.

Cross-Examination by Mr. Rubenstein (Cont'd.):


MR. RUBENSTEIN:  Good afternoon.  Just as a housekeeping matter, I have had a discussion with Mr. Mondrow on behalf of IGUA.  He has about 30 minutes allotted for this panel, and he has informed me that -- both of us, we have been working together.  He doesn't require that time but I, if need be, can dip into it, although my hope is that that won't be needed and we can get back on schedule.

Panel, I want to start off with just a couple of follow-ups from the discussions that we had yesterday, and I want to discuss some comments that you made, with respect, in your examination in chief.

You provided some information about the reasons -- some additional information about the reasons for, between 2021 and 2023, why the investment portfolio had a PI below 1.0.  Do you recall discussing that in the examination-in-chief?

MS. BURNHAM:  It is Jennifer Burnham:  And yes, I do recall.

MR. RUBENSTEIN:  And at a high level, I understood what you were saying was, as a combination of supply chain issues and sort of general inflation, and since there was a delay between when you forecast and budget the projects to when, you know, you are actually building the project, you actually do the construction, that was the reason for the
-- that that was the reason for why, for those years, the PI was primarily below 1.0.  Is that a fair, high-level?


MS. BURNHAM:  That is correct.

MR. RUBENSTEIN:  So I want to just understand how this works from a timing point of view.  So just thinking of a standard subdivision development that you would do.  What I heard you say was the time it takes between project budgeting, and -- I wasn't sure if it was the end of construction or the beginning of construction is about two years?

MS. BURNHAM:  I would say it can vary.  Typically, a larger builder will notify us one to two years before they are ready to construct, to let us know their plans.

We will work through a period of time to design and outline what they need, understand what they need and design the pipeline systems that are required.

And again, depending on how complex it is, it could be a year, it could be two years.

We will run, we will cost and run the economics.  And then it -- probably from that point in time, it could be six months to a year with a number of factors before we actually construct.

MR. RUBENSTEIN:  So let's work backwards.  Let's talk about a project that would show up in the investment portfolio for 2023 that had a PI below 1.0.

Let's, working backwards, when would you have forecasted the costs of that project?

MS. BURNHAM:  So it could have been in, you know, if it's going for construction in 2023, I think you said? - it could be 2022 or 2021, late 2021/early 2022, where we may have done the initial cost estimates.  And then we go into construction in 2023.

MR. RUBENSTEIN:  Sorry, just let me back up.  At what stage is the project showing up in the investment portfolio for 2023?

MS. BURNHAM:  I believe it shows up when we actually
-- so the investment portfolio is done at the beginning of the year, right? - on the projection. The project PI is done at the time.  You know, so the project PI itself, to know if the project is feasible, is probably done a year before construction.  The investment portfolio is a different calculation that takes into account the projected projects and the costs that we are going to do for a period of time over a year.

MR. RUBENSTEIN:  And so a project that would show up in the 2030 investment portfolio, that would have been budgeted late 2021/2022; is that what you're --


MS. BURNHAM:  In 2022, yes.

MR. RUBENSTEIN:  All right.  So 2022.   And just so I understand, at what point -- so you, let's say, sometime in 2022, I guess early in the year, you do the budgeting.

At what point does the developer pay the CIAC?

MS. BURNHAM:  So they usually pay well in advance of construction.  So if they know they're going, we have run the project economics, they could pay if there's a cost -- sometimes there is not a cost -- up to a year in advance.

MR. RUBENSTEIN:  Well so, let's think of that standard subdivision that shows up in the 2023 investment portfolio.

Let's say, as you were mentioning, let's say early 2022, you do the costing of it.  When would they pay their CIAC?

MS. BURNHAM:  If there is a CIAC required, they would pay likely in 2022, the CIAC.  Construction wouldn't happen until 2023.

MR. RUBENSTEIN:  And at any point, if they are not required to pay a CIAC -- so you do the initial assessment.  You then, before the project, you start construction.  Let's put an example where you are actually -- they are not paying a CIAC.  Do you ever realize as the year is going on, costs are going up, inflation is what it's at, our construction costs, maybe we need to rerun the feasibility assessment and go back to the developer; do you ever do that?

MS. BURNHAM:  So traditionally, if we don't identify major cost changes, we wouldn't go back and run.  Like I said, I think in my opening remarks, we try to put some inflationary costs into the original estimates, so a two percent per year.  So if we estimate the project in 2021, we are going to build in 2022, we put some inflationary factors in there, plus contingency.  So in general, those should accommodate for any minor cost increases over that year.

But what we saw over that period of time was significant changes and significant rapid changes.  We have typically not gone back to the developer or customer, depending on if it's an individual customer or multiple homes being built.  We have traditionally not gone back unless there is a major scope change in the developer's project.  And if there is a scope change, then we will go back we rerun the economics and redo the design.

MR. RUBENSTEIN:  So my recollection of early 2022 inflation was already significantly higher than historic levels.  I was involved in a proceeding where it had to -- the Applicant had to pull their application because of the inflationary matters.

So why at that point did you not -- or did you go to developers and say we have to rerun the feasibility analysis.  The costs/our costs are looking much higher?

MS. BURNHAM:  So we didn't go back.  We were still -- I mean, I think we had tried to accommodate as much as possible, so we saw inflationary factors in 2021.  We tried to update.  We saw continued up and down through 2022.  We thought we had stabilized it in 2023.  We still have not stabilized.  I would say our supply chain is a big driver of that.

We still continue to run into challenges with getting material, diversifying the portfolio, paying more.  And so what I would say is through that course of time it hasn't really stabilized.

MR. RUBENSTEIN:  And so if we can go to page 223 of the compendium, this is just the table showing the investment portfolio number.  Scroll to the next page; it has the table.

So just focusing on 2023 here, how I read this table, it has a PI of 0.91.  But how I read it is, am I correct, that what it is saying is on a net present value basis, essentially on the -- based on the PI, there is a differential of about $26.5 million?  That's how much would not be recovered from -- that's the amount that you would need additional revenue to get to a PI of 1.0?  That is just taking the cash outflows and subtracting it from the cash inflows, present value of either/both?

MS. BURNHAM:  Subject to check, yes.  I would agree with that.

MR. RUBENSTEIN:  And as I understand, because you have no way after the fact ultimately of going back to the developers, there's no true-up mechanism of some sort?  Those amounts wouldn't be recovered solely from the customer, they would be -- from these customers -- they would be recovered from all customers, correct?

MS. BURNHAM:  So, in part, that is correct.  I would say this is our forecast right now.  We are putting a number of things in place to help mitigate this impact and hopefully have this as a better outcome through the rest of the year.  We do most of our attachments through the fall but, right now, this is the forecast for 2023.

Traditionally, like I said, we have not gone back and collected more aid, but we also haven't gone back and given back aid, if we have projects under.

We are starting to look at how we change our approach and communicate to our builders that if there are significant cost changes or scope changes, we will rerun the economics and go back and seek that.  We are doing some communication right now on that over the next couple of months.  So there is a potential.  We may get there, but it is going to be close.

MR. RUBENSTEIN:  All right.  Thank you.  I would like to follow up on another conversation I had with you, Ms. Dreveny.  And if we could turn to page 14 of the compendium, I wanted to clarify something you had mentioned to me.

This was the -- this table shows the comparison of the USP categories, and we had a discussion, and what you mentioned to me with respect to the, what makes EB-2020-0181 USP different was that it didn't include community expansion and other projects, but the USP in the application and the capital update did; do you recall that discussion?

MS. DREVENY:  Yes, I do.

MR. RUBENSTEIN:  And I think you said it was about $300 million difference?

MS. DREVENY:  300 million is included for those categories from '21 to '25 in the capital update, yes.

MR. RUBENSTEIN:  I just wanted to clarify what we were talking about when you talked about community expansion and other projects, and maybe the best place to go is to page 17.

Were you referring to what you call regulated non-core projects, so this is community expansion, RNG, CNG, and the other category?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  All right.  And when you said it was approximately 300 million, I believe the correct number in the capital update is about 325.8 million; does that sound about right?

MS. DREVENY:  Subject to check.  I was rounding.

MR. RUBENSTEIN:  That's fine, and I just want to make sure we have the right numbers here.

And then if we go to page 15, this is the pre-capital update, so the application numbers, and I get about 255.9 million.  Does that sound about right?

MS. DREVENY:  Yes.  There is an increase in the capital update in the other category compared to the original.

MR. RUBENSTEIN:  Yes, so one of the things as I was reviewing what you were talking about in looking at these numbers is, there's a significant increase in the capital update in the, what you call regulated non-core project costs; do I have that right?

MS. DREVENY:  Yes, correct.

MR. RUBENSTEIN:  The second thing you mentioned is you corrected yourself and really correcting me when I had mentioned that this was the first USP filed since the amalgamation, and you told me that there was one earlier in -- the EB-2020-0181 was an updated version -- an updated AMP and USP; do you recall that discussion?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  So I circulated a document last night.  I was wondering if we could mark that as an exhibit.

MR. MILLAR:  That's K12.1.  And can you identify the document, Mr. Rubenstein?
EXHIBIT K12.1:  EXCERPT FROM EB-2018-0305.

MR. RUBENSTEIN:  Yeah.  This is an excerpt from the EB-2018-0305, and this is from the USP, and this essentially mirrors the tables that we walked through yesterday on pages 11, 12, and 13, but that breaks down the various USP spending by category; do I have that right, that's what this document shows?

MS. DREVENY:  Yes, that's correct.

MR. RUBENSTEIN:  And so this was after amalgamation, correct?  I think you filed this in the 2019 rates case?

MS. DREVENY:  Yes, it was part of the amalgamation.

MR. RUBENSTEIN:  And there you did a ten-year USP, I believe.

MS. DREVENY:  Yes, it was underpinned by ten-year AMPS for both the legacy Union and EGD rate zones.

MR. RUBENSTEIN:  When I look at the 2021 to 2025 spending, I see a total spending forecast to be $4.795 billion; does that sound about right to you?

MS. DREVENY:  I agree with that.

MR. RUBENSTEIN:  And so maybe we could go back to page 14 of the compendium.

So that's about $1.3 billion less than you forecasted in the updated version in EB-2020-0181; do I have that right?

MS. DREVENY:  Yes, that would be correct.

MR. RUBENSTEIN:  When we look at the capital update with the PREP project, even when we remove out the $325 of the non-core spending and we compare that to what you had forecast over the same '21 to '25 period in the EB-2018-0305, I get about a difference of about $2 billion in spending over those five years; does that sound about right to you?

MS. DREVENY:  I agree with that, although I would like to add that the AMPs that were provided in EB-2018-0305, so they were separate AMPS prepared for Union in EGD and they did not contemplate all the impacts of amalgamation and integration.  So as an example in that AMP you would have had a very significant investment forecasted for the banner CIS replacement for Union, and there would also be significant differences regarding projects like Dawn to Corunna and the Panhandle Regional Expansion Project, or PREP, so those would not have been contemplated in that 2019 AMP, so that would help to explain why, as you said, there is a $2 billion difference if we are comparing the current versus what we had in '19.

MR. RUBENSTEIN:  Sorry, the AMP didn't contemplate the merger?  Is that --


MS. DREVENY:  So anything related to integration would not have been factored in at that time.

MR. RUBENSTEIN:  And so -- I'm sorry, I'm confused.

The integration of the two utilities added an extra $2-billion in capital spending?

MS. DREVENY:  No, sorry, that's not what I'm trying to get at.

MR. RUBENSTEIN:  I didn't think so.

MS. DREVENY:  No, definitely not.  No, all I'm saying is that the basis of those AMPs did not factor in what the future activities related to integration would be, and it would not have factored in some of the very significant projects that we're undertaking today, so it makes sense that there would be very large differences between what we're forecasting today versus what we projected back in 2019 when they were prepared as two separate rate zone AMPs.

MR. RUBENSTEIN:  Well, of course the extra $2 billion relates to projects that obviously were not original AMP.  That, I think, is self-evident, but I'm just trying to understand how there you did an AMP, you did an AMP for a significant amount of time.

I looked through it.  It's hundreds and hundreds and hundreds of pages, yet here we are, four-and-a-half years later, and you are looking -- and what you are seeking to spend is 40 -- about 42 percent more money over the same period; that seems quite significant.

MR. WELLINGTON:  Mr. Rubenstein, it's Bob Wellington here.  So just to add to what Ms. Dreveny said, obviously that original AMP was developed over five years ago.  It is built based on the understanding we have of our asset health and risk at that point in time, as well as, it would not have considered any inflation.

We've outlined that as some of the assumptions in our current AMP, so these things are not considered known in the forecast that we build to support the AMP and the USP each time.  So there is -- there will be some changes, and it may go each way, and I recognize the significance of this change, but that's just a reality of our AMP process, is that it's the best information we have at the time that it's filed, and things would be expected to change over time, and it could be for better and it could be for worse.

MR. RUBENSTEIN:  But so far it seems that every time you've done an AMP it is for more money, right?

MR. WELLINGTON:  Correct, and it is based on the information -- the newest information we have relating to the condition of our assets and the risk that we know within our business and the business opportunities that we're pursuing, such as projects like PREP to serve new markets.

MR. RUBENSTEIN:  Thank you.  Let's change gears a bit and talk about the real estate and workplace services category of spending.  Maybe we can start by going to page 181 of the compendium.  This is another investment summary sheet for the SMOC Coventry facilities consolidation; do you see that?


MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  And I understand when you filed the application it was supposed to have cost 36 million and be in service in 2024?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And as I understand what the project was, is to replace two separate facilities in the Ottawa area with a new facility?

MR. WELLINGTON:  That's correct.

MR. RUBENSTEIN:  And if we go to page 205, and I don't see that project, but I do see Ottawa new building; is that the same thing?

MR. WELLINGTON:  That's the same thing.

MR. RUBENSTEIN:  All right.  Thank you very much.

Now, if we could go to page 213 of the compendium.  This is an SEC interrogatory 137.  As I understand, you are planning to dispose of the SMOC operation facility in 2024; do I have that correct?

MS. DREVENY:  That's correct.

MR. RUBENSTEIN:  And I understand the question about proceeds of disposition, that's for the written hearing.

But I have a question as it relates to rate base.  Has Enbridge included the SMOC in its 2024 rate base?


MS. DREVENY:  I believe we have forecasted the disposition of SMOC in the '24 rate base.

MR. RUBENSTEIN:  And so what does that mean?  Can you help me understand what you mean when you say the disposition?  It is in opening rate base and then you are removing it for closing rate base?  What exactly do you mean?  What's the rate base treatment?

MS. DREVENY:  Right.  So within our modelling, we would have factored in that the building is expected to be disposed of over the course of 2024.  So it would be in the opening, and then we would reflect the removal or sale.

MR. RUBENSTEIN:  I want to be clear what you say when you are reflecting the sale.  What does that mean?  It is in the disposition line?  Sorry, the disposals line of the rate base?  Can you...?

MS. DREVENY:  I think for purposes of our model, we would pick it up as a retirement.

MR. RUBENSTEIN:  All right.  So in closing rate base, there is no SMOC facility?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  All right.  Can I ask you to go to page 214?  This is at 2.6 of VECC 18.

And in part (a) you were asked about properties you have sold previously, between 2019 and 2022.  And I see that you sold the Schmon Parkway Building in Thorold; do you see that?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And is that included in the 2024 rate base?

MS. DREVENY:  No.  It would have been removed.

MR. RUBENSTEIN:  All right.  And the same thing with respect for the -- in part (b), the 335 Pritchard Road in Hamilton?

MS. DREVENY:  Correct.  So that would have been removed, as well.

MR. RUBENSTEIN:  And is that just the building, or also the land?

MS. DREVENY:  It would be both components.

MR. RUBENSTEIN:  Can I ask for an undertaking just to confirm that those items are not included in the rate base?  And then where exactly -- how you have actually removed them for both the building and the land, if you could?  Could you do that?

MR. STEVENS:  So to be clear, Mr. Rubenstein, we are looking -- I believe it's VECC I.2.6-VECC-18.  And I believe you are asking about how has Enbridge reflected the -- reflected within -- or how has Enbridge treated the disposition of the properties noted in part (c) within rate base?

MR. RUBENSTEIN:  I think it's (a) and (b) would be the four facilities that I think --


MR. STEVENS:  I am sorry, (a) and (b).

MR. RUBENSTEIN:  Yes.  And specifically as it relates to the rate base, where, if we -- where that calculation's made.  I don't know, is that in the disposals line?  What year, et cetera?  It would be helpful.

MR. STEVENS:  We can provide that undertaking.

MR. RUBENSTEIN:  Thank you.

MR. MILLAR:  J12.1.
UNDERTAKING J12.1:  RE: VECC I.2.6-VECC-18, ENBRIDGE TO EXPLAIN HOW IT HAS TREATED THE DISPOSITION OF THE PROPERTIES NOTED IN PART (C) WITHIN RATE BASE.

MR. RUBENSTEIN:  Can we go to page --


MS. DUFF:  Sorry, Mr. Rubenstein, can I ask a question please?  Just getting back to page 181, it says the total cost of the project is $36 million.  So there was a cost associated with the disposal?  Perhaps you could just explain that to me, because I think -- am I confusing things?  On page 181 of SEC's compendium --


MS. DREVENY:  Yes?

MS. DUFF: ...Under "expenditures", it says:
"The total cost for the project is $36 million net capital."

So that's net of -- it was a cost, net of proceeds?

MR. WELLINGTON:  That would be the cost for the new building.  So, in consolidating two old operating centres, we are purchasing and constructing new -- purchasing land and constructing a new building.

MS. DUFF:  Okay. And the question regarding the undertaking will just be about disposition of the old?

MS. DREVENY:  Correct.

MS. DUFF:  Okay. Thank you for explaining that.  Thank you.

MR. RUBENSTEIN:  Could we go to page 205 of the compendium?  Could we go to line 34?  You are proposing to build the GTA East new building, Peterborough, and I believe it has an in-service date, you write, as 2024?  Do you see that?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  If we could go to page 210 of the compendium?  This is from the capital update.  At the beginning of the page, "Integration capital", you say:
"Updated to reflect deferral of the GTA East and West facilities, resulting in a decrease to 2023 integration spend of $29.9 million.  The facilities are now expected to be completed in 2026."

Can you reconcile those two things for me?

MS. DREVENY:  Can we confer for a brief moment?

[Witness panel confers]

MS. DREVENY:  Sorry, I think this is just a typo with the in-service date.  So it should read 2026.

MR. RUBENSTEIN:  Sorry, the typo is on...?

MS. DREVENY:  On line 34, where it has a 2024 in-service date with regard to the GTA East new build for Peterborough, it should be a 2026 in-service date.

MR. RUBENSTEIN:  Thank you for clarifying that.

I briefly want to discuss AMI for a moment. There was some discussion, and Ms. Wade will recall in the context of panel 1, where it is discussing the benefits of AMI.

As I understand from your application, outside of a pilot you are doing, you are not proposing an AMI program.  Do I have that correct?

MS. WADE:  Yes, that's correct.

MR. RUBENSTEIN:  And if we can go to page 221 of the compendium.  This is your response to SEC 151.  And we quote the evidence, where you say:
"Enbridge plans to file a standalone AMI application as soon as practically possible, requesting approval from the OEB for funding and implementation of an AMI solution."

Do you see that?

MR. WELLINGTON:  Yes.

MR. RUBENSTEIN:  And so we asked you, well, when is this application happening?  How does this work? - in these questions.  And in part (a), you talk about how well you are essentially looking at the overall cost and scope.  And part (b), you are saying that you can't provide the costs.  It is at line -- yes, at this stage.  And in part (c) you say that:
"No costs associated with the AMI assessment project included in the rebasing application.  There is no considerations for AMI within the proposed rate framework.  Enbridge Gas's proposal for regulatory treatment of costs associated with the AMI will be included in a future application to the OEB."

And I am a bit confused by this question.  Maybe you will tell me that this is a Phase 2 question, but I don't
-- I am a bit confused by this, since this application in part 1 and -- in Phase 1 and Phase 2, are setting out the rate framework.  So is this an ICM request that you would be bringing forward?  Or is this some other mechanism you are going to be seeking approval?  I am just trying to understand how to fit this in here, because obviously it's not included in the AMP.

MR. WELLINGTON:  Just a moment to confer.

[Witness panel confers]


MR. WELLINGTON:  Sorry, Mr. Rubenstein, unfortunately, I can't answer your question right now in terms of the proposed treatment.

MR. STEVENS:  If it's acceptable, I can provide a little bit of context at the risk of giving evidence.  So I would only do it with leave of the Commissioners.

Enbridge Gas, I am informed and as we can see in this answer, does not have a current proposal for AMI.  It remains something of interest to Enbridge. It is being evaluated within some IRP projects.

It may well be that Enbridge wants to bring forward a proposal for AMI before the next rebasing term.  But that's not sufficiently advanced.  It is not ripe, it is not ready to be included within this proceeding.  And from what we know now, it's not ready to be included within Phase 2 or Phase 3, either.

So, should Enbridge bring something forward during the IR term, I suppose it is most likely that it might -- if additional funding is required, that it would have to fit within the parameters of ICM.  Or perhaps there would be some other regulatory mechanism available.

But I think it's right to conclude that there's nothing currently in the capital budget, and there is no request from Enbridge in relation to AMI in this proceeding.

MR. RUBENSTEIN:  All right, so I would need to question you, but...

Do I take it Enbridge recognizes that if you do bring it forward, it has to fit into some ability that is in your rate framework to seek incremental recovery?

MR. STEVENS:  Yes, it would have to fit within the [audio dropout] applicable to Enbridge Gas, including whatever regulatory instruments are made available by the OEB.

MR. RUBENSTEIN:  All right, and there is no specific AMI mechanism that you are seeking that you can come in for?

MR. STEVENS:  Certainly not in this proceeding.

MR. RUBENSTEIN:  And panel, would you agree with me?  I know you haven't done the preliminary -- we are at a preliminary stage here, but we're not talking about a few million dollars or even a few hundred million dollars to roll out AMI across to all your customers; we're talking in the range of 1 or $2 billion at least, correct?

MS. WADE:  Yes, if it was rolled out to all customers, it would be in that range.

MR. RUBENSTEIN:  All right.  Thank you very much.

I'd like to switch topics now, and we discussed this earlier yesterday when we were going through the capital update, and this is about the Panhandle Regional Expansion Project, the PREP project.  And as I understood as we talked about it, it previously was going to go in service in 2023 and was included in the 2024 opening rate base in the application; do I have that right?

MS. DREVENY:  Yes, that's correct, for the original request.

MR. RUBENSTEIN:  And now that the project has been delayed, as I understand your proposal, and if leave to construct is granted, it would go into service in 2024?

MS. DREVENY:  That's correct.  It would have -- well, there are a couple of different sections to PREP, but there is a large portion that goes into service in '24.  There is another piece in '25

MR. RUBENSTEIN:  That's the Dawn tie-in; do I have that right?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And the proposal in this proceeding now is that you would not add the PREP project to your in-service additions into rate base in 2024, correct?

MS. DREVENY:  That's correct, we are proposing a levellized approach.

MR. RUBENSTEIN:  So if we go to page 83 of the compendium.  This is from your capital update.  What you say on page 83 is you say:
"Recognizing that PREP has yet to receive LTC approval, Enbridge Gas believes that separate treatment of the project is warranted.  As a result, Enbridge Gas proposes to exclude the costs and incremental revenues that are attributable to the project forecast 2024 in-service component, from the termination of the base 2024 cost of service revenue requirement.  In this way, if forecast timing or costs are altered or if the OEB approval is not granted, then no adjustments to rate bases or revenue requirement will be necessary.  Subject to OEB approval of the PREP LTC application, Enbridge Gas proposes to separately calculate the forecast net revenue requirement for the project for the 2024 test year and each year of the IR term (2025-2028) for inclusion into rates in a levellized manner."

Do you see that?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  So let me break this -- I want to just break down this into a few components.

So the first rationale, as I understand, for this treatment is that you have not received LTC approval; do I have that right?

MS. DREVENY:  That's correct.

MR. RUBENSTEIN:  And just so I -- when you filed the application, you had also not received LTC approval, correct?

MS. DREVENY:  Yes, that's correct.

MR. RUBENSTEIN:  So what's changed in that regard?

MR. VINAGRE:  Jason Vinagre here.  I'll answer, if I may.

As Ms. Dreveny was indicating, I think we have stated here in evidence as well, PREP is one of the largest projects Enbridge Gas has proposed in recent history, and it is, at this time, still subject to LTC approval.

The company recognizes that that presents challenges and it presents the notion that the LTC is expected to receive challenge and, as such, we proposed the levellized approach to ensure that any unforeseen changes in the timing and scope of the project and ultimately the final project costs could change significantly during that time period and, therefore, Enbridge Gas brought forward the proposal for the levellized approach and separate treatment in a levellized manner and a separate rate rider at that time that the approval -- the LTC approval was granted and the project would go into service.

MR. RUBENSTEIN:  All right, because -- okay.  So I take it a big part of that is because you may not get -- there is a risk that you may not get approval?

MR. VINAGRE:  That's correct.

MR. RUBENSTEIN:  Could we go to page 90 of the compendium?

This is a table you provided in response to 2.6 SEC 114, where you were asked to break down your capital expenditure and in-service additions into a number of categories:
"Granted leave to construct and approved as an ICM or Y factor, granted leave to construct only, leave to construct not required, project approved as an ICM or Y factor, leave to construct approval will be required and other."

Do you see that?

MS. DREVENY:  Yes, I do.

MR. RUBENSTEIN:  And it's broken -- table 1 is on a capex basis and table 2 is on an in-service addition?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And as I understand, you see this in footnote 2, this does not include the PREP project, correct?

MS. DREVENY:  That's correct.

MR. RUBENSTEIN:  And if we look at 2024 forecast in the in-service additions, I see $88.1 million in which leave to construct approval will be required.  Do you see that?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  So you are not proposing a similar treatment for those projects, correct?

MS. DREVENY:  No, we are not.

MR. RUBENSTEIN:  So why not?

MS. DREVENY:  Those would be more in line with regular course of business for projects that you would have from year to year.

MR. RUBENSTEIN:  But the OEB hasn't approved those projects either; there is a risk that the Board may deny them?

MS. DREVENY:  That's fair, but in, I guess in the scope of order of magnitude, these are much smaller in nature than what PREP would be.

MR. RUBENSTEIN:  And so if the Board does deny approval, you still get to keep the money and rates?

MS. DREVENY:  So the largest project that is included in that 88 million for 2024, that would be the first portion of St. Laurent.

And the revenue requirement associated to that is a sufficiency of $2 million.

MR. RUBENSTEIN:  And I just want to understand, in the PREP proceeding as compared to this proceeding, the prudence of the expenditures; is that being determined in this proceeding or in the leave to construct proceeding?

MS. DREVENY:  It would be in the leave to construct proceeding.

MR. RUBENSTEIN:  Now, the second thing you talked about in the evidence was that you are proposing the levellized approach to recovery; do I have that right?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And if we could go to page 87 of the compendium.  This is the table you provide in the capital update that shows this; do I have that correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  If we can scroll down to -- a little bit to line 15.  What we see is that for 2024 there's a negative revenue requirement; do you see that?

MS. DREVENY:  Yes, I do.

MR. RUBENSTEIN:  And as I understand, that's really a function of how you calculate rate base and depreciation, which is on a month -- average of monthlies basis, and the project is scheduled to come into service in November, but for tax purposes it's on a half-year basis and there is a significant tax shield also based on the difference between CCA rates and your depreciation rates.  Is that why there's a negative revenue requirement in the first year?

MS. DREVENY:  Yes, that's correct.

MR. RUBENSTEIN:  And so this is really timing difference, correct, since, at the end of the day, for example, as there is a difference in CCA amounts, ultimately you'd only be able to have -- only deduct CCA equal to the total cost of the project, correct?

MS. DREVENY:  Yes, I believe so.

MR. RUBENSTEIN:  So as I understand, levellizing the project, it's because you don't want to build into 2024 rates a reduction in the revenue requirement for the project which then, on a revenue requirement basin, increases in the next year?

MS. DREVENY:  That is a component here, but I would like to point back that -- I mean, for the leave to construct, as we said, it is a very large project subject to, you know, probably significant pushback in terms of approval.

And so by levellizing the project, if it goes forward, then it's captured through the levellized approach.

If it doesn't go forward then there is no adjustment required to 2024.

MR. RUBENSTEIN:  Sorry, you could deal with your first issue with respect to the leave to construct and the risk that there's not approval by just essentially building in the -- have a variance account just around the 2024.

The levellized is a second issue, correct?

MS. DREVENY:  Just a moment, please.

[Witness panel confers]

MR. VINAGRE:  Mr. Rubenstein, it is Jason Vinagre here.

I'm not sure we would agree that -- like, there are two separate issues.

I think the proposal for PREP comes back again to the uncertainty around this project and the large scale of scope of the project and uncertainty that if the project does not receive approval then, again, there would not be any reason to apply or apply for rate rider to be implemented.

However, if the project is approved and if that timing is outside of the original forecast, then at that point in time is the appropriate time to bring the revenue requirement implications into rates.  So aside from that, I think that Enbridge's position is still focused around the uncertainty around the LTC and the size of the project.

MR. RUBENSTEIN:  As I understand it, the negative revenue requirement in the first year is not a phenomenon that is specific to the PREP project, correct?

MR. VINAGRE:  That's correct.

MR. RUBENSTEIN:  You, for many of your large projects, you have year 1 revenue requirements, or I would say maybe most of them, that are a lot -- that are negative.  Do I have that right?

MR. VINAGRE:  That's correct.  In the year in service, that is the general.

MR. RUBENSTEIN:  So when you filed your application of PREP -- sorry, when you filed your original application and PREP was included in the 2024 opening rate base, you -- and you had originally proposed a 2023 in service, there would have been a negative revenue requirement associated with that in 2023.  Correct?

MR. VINAGRE:  In 2023, yes.  It was originally forecast in that manner.

MR. RUBENSTEIN:  And you weren't proposing at that time to levellize the spending.  So customers got the benefit of that negative revenue requirement in 2023.  Correct?

MR. VINAGRE:  That's a fair statement.

MR. RUBENSTEIN:  And with respect to a whole host of other 2023 capital additions, same thing?  There are many projects that have negative revenue requirements in the first -- in that year.  You are not proposing to give customers the benefit of that, correct, with a levellized approach in 2024?

MR. VINAGRE:  Not in a similar manner to the PREP project.

MR. RUBENSTEIN:  So the benefit of that negative revenue requirement in 2023, that would have [audio dropout], to the benefit of the shareholder, correct?

MR. VINAGRE:  Are we speaking to the original?  Is that what you are asking about?

MR. RUBENSTEIN:  To any project in 2023 that had a negative revenue requirement.

MR. VINAGRE:  Ultimately, with all the puts and takes, yes, overall.

MR. RUBENSTEIN:  Now I know we are going to talk about this in the context of Phase 2.  This is the Dawn-Corunna project.

MR. STEVENS:  If I may, Mr. Rubenstein, I just want to make sure that the record is clear.  I could wait for re-examination for this, but then you wouldn't get a chance to ask questions.

I am concerned that we are perhaps at a mismatch in terms of when the PREP project was originally forecast to go into service.

Our understanding was it was a 2023 project, such that the deficiency would have shown up in 2023, and the sufficiency would have started in 2024.

MR. RUBENSTEIN:  No, it's exactly my point.

MR. STEVENS:  Okay.

MR. RUBENSTEIN:  There was a negative revenue requirement in 2023, and there was no proposal by the company to levellize at that time, to reduce the 2024 revenue requirement.

MR. STEVENS:  I am sorry, I misheard you.

MR. KITCHEN:  It is Mark Kitchen, here:  Mr. Rubenstein, just to be clear, though, in 2023, we are under a price cap.  So there is no rate-setting mechanism that would build in the sufficiency in 2023.  It would be subject to earning-sharing, but not subject to rate base.

MR. RUBENSTEIN:  I don't know who I am asking the questions to, right now.

MR. MORAN:  I am thinking this might be a matter for argument.

MR. RUBENSTEIN:  Just to follow on that line, you would agree with me what you are proposing here is an exception to the normal rules of a test or cost-of-service spend?  This is not normal that you take a project out, you levellize the spending through a variance account; correct?

MR. VINAGRE:  That is a fair statement.  However, we do recognize that this is, as Ms. Dreveny noted previously, that is a not normal course of operations, this size and scale of project and scope.

MR. RUBENSTEIN:  Now we're going to talk about that this is in phase 2; it is the Dawn-Corunna project.  But as I understand, that was also a project of very significant cost.  Correct?

MS. DREVENY:  Yes, that's correct.

MR. RUBENSTEIN:  And, in fact, the project came into service in -- or is going to come into service in 2023; that's the forecast?

MS. DREVENY:  It is forecasted for later this year.

MR. RUBENSTEIN:  And it will have a first-year negative revenue requirement, correct?

MS. DREVENY:  Yes, it will.

MR. RUBENSTEIN:  And, in fact, as I understand the project has gone significantly overbudget compared to [audio dropout] application.  Sorry.

As I understand, there's been a significant cost overrun with that project as compared to what was approved in the leave to construct?

MS. DREVENY:  Yes, that was confirmed in the capital update.

MR. RUBENSTEIN:  Yes.  And so, in fact, you are likely to have a bigger negative revenue requirement in 2023, correct?

MS. DREVENY:  I don't have the calculations in front of me of what that would be, but assume, yes.

MR. RUBENSTEIN:  And so, in fact, the cost overrun in 2023 benefits the company.  Do I have that right?

MS. DREVENY:  I think I would go back to Mr. Kitchen's response though, that in 2023, it is under a price cap.  And so anything would be subject to ESM.

MR. RUBENSTEIN:  Just so I am clear, then, you are not proposing a similar mechanism, and you are not going to propose in Phase 2 -- maybe you will, you can tell me -- when you bring forward the application to put it into rate base for 2024, that you are going to levellize the revenue requirement.  And so that customers get some of the benefit of the negative revenue requirement in 2023.  You are not proposing to do that?

MS. DREVENY:  I am not aware of any such proposal.

MR. RUBENSTEIN:  All right.  Thank you, very much, Panel.  Those are my questions.  Thank you, very much, as well, to the witness panel for your assistance.

MR. MORAN:  Thank you, Mr. Rubenstein.  Pollution Probe is up next.  Mr. Brophy, are you ready to proceed?

MR. BROPHY:  Right.  Yes, I am.

MR. MORAN:  Perhaps you could point the microphone more directly.  Yes, there you go.

MR. BROPHY:  Okay.  I should be trained, by now.
Cross-Examination by Mr. Brophy:


Good afternoon, Commissioners and panel.  My name is Michael Brophy.  I am here on behalf of Pollution Probe and its partners.

Perhaps we can start with pulling up JT1.6.  Just while that's coming up, as you saw with SEC and others, many stakeholders plan to go through detailed areas of capital, which I am going to try and stay away from those areas, and the numbers, to the extent possible.  But if we get pulled in there, then we can go there.

Okay, so, 1.6.  If we can -- oh, sorry, that's -- I think it's J1.6.  Sorry about that.  It's an undertaking from the oral hearing.  J1.6.  Perfect, okay.

Maybe we can just scan down a little bit?  A little bit more?  Perfect.

Okay.  So this was a response to an undertaking that was accepted by Enbridge, and filed the response.

And if you recall, the undertaking was to provide the 2022 and 2023 objectives for the director of energy transition.  And if you look at what's on the page, on the screen, this response indicates these -- the objectives for the director of energy transition planning team at Enbridge Gas for 2022 and 2023 are summarized below.  So just above the "ETP objectives for 2022" line.

What that undertaking actually was was for the actual objectives, not a summary of them.  And one of the challenges in getting the Coles Notes version rather than the actual version of the objectives is it is missing some information that would have been on the objectives.

Is it correct that objectives still have, beside them, are they all weighted the exact same percent?

MS. WADE:  Yes, this is Cara-Lynne Wade, and these are my objectives.  And these are directly from my written objectives for this year.  So it is not a summary, and no, there is not a percentage assigned to each of these.

MR. BROPHY:  Okay.  So if you can just scroll down, maybe two lines?  No, up, I mean, sorry.  There, great.

So when it says that they are summarized below, they are not actually summarized; this is a cut-and-paste directly from the objectives?

MS. WADE:  Yes.  This could say "Stated below."

MR. BROPHY:  Okay.  So then we can pick 2022, for simplicity's sake.  There are three sets of objectives for 2022.  The first set is ETP objectives, and then there are two more below it that we can go to if we need to.

So when you add up all those objectives -- and there are six bullets under the 2022 for ETP alone -- and you add it to the other 2022 sections, that equals 100 percent of your objectives -- or that position's objectives for 2022?

MS. WADE:  That's correct, those are all of my objectives for 2022; that's right.

MR. BROPHY:  Okay, so then -- so if -- using this again as an example, if half the objectives in ETP were achieved and half were not at all, it would be a 50 percent rating in relation to what's on the screen here; is that -- if they are all weighted equally?

MS. WADE:  Sorry, just to confirm, are you asking, like, related to my performance rating?

MR. BROPHY:  To achieving these objectives, so there may be other things that go into your performance rating and that go into a system, but just purely on the objectives that were filed in J1.6.

MS. WADE:  Yeah, so I think, if I can just maybe rephrase your question, if those are my objectives for 2022 save for the energy transition planning team, if half of them were achieved, is that considered 50 percent achieved, and the answer is "Yes."

MR. BROPHY:  Okay, okay, so it is a pure math equal weighting --


MS. WADE:  If it was not achieved then it was -- yeah.

MR. BROPHY:  Okay.

MS. WADE:  Obviously, as you noted, there is context around that in terms of maybe why it wouldn't be achieved, but if it wasn't achieved it would be counted as not achieved.  Yes.

MR. BROPHY:  Okay.  So it looks like the math is simple there.  Thank you for that clarification.

So if we can just stay here for a minute, you will see that the first objective under 2022 indicates that the director of Energy Transition Planning will develop an Energy Transition Plan for scope 3 emissions; do you see that?

MS. WADE:  Yes, I do.

MR. BROPHY:  Okay, was that completed?

MS. WADE:  So that I would say is if you keep reading, so it says:
"Including leading the development of the energy transition content of the 2024 rate base filing."

So that one is tied specifically to the energy transition plan that was included within our evidence, so, yes, it was completed.

MR. BROPHY:  Okay, so it's not an actual Energy Transition Plan for scope 3 emissions.  It is just what's included in the evidence that was filed.

There's nothing else that was done outside of what was filed in the evidence?

MS. WADE:  There is nothing else, no.

MR. STEVENS:  If I may, Commissioners, I'm concerned with the thrust of this line of questioning.

As we are all quite aware, we had several days of testimony about energy transition, and while we have certainly followed the Board's direction to have an energy transition representative on each subsequent panel, our goal is that that person would be providing energy transition content in relation to the subject matter of the new panel.

This panel has a huge capital amount of capital evidence to speak to and are happy to answer those questions, but I would hope that we can focus ourselves on the capital budget, capital plan, and IRP questions rather than going back and talking about the things that were talked about at length and could have been talked about in the first panel.

And I will sort of just preview that I'm concerned I may have to raise the same objection when we get to Environmental Defence, having briefly looked at their compendium and the documents at the end, which seem to, again, retread what we hopefully went through in the, I believe it was three-and-a-half days of testimony from panel number 1.

MR. BROPHY:  Mr. Stevens and Commissioners --


MR. MORAN:  Just a second, Mr. Brophy.  So, Mr. Stevens, I think you've captured the general expectation from the Panel regarding having energy transition witness to support subsequent panels, so I think that's fine.

The question for you, Mr. Brophy, in exploring Ms. Wade's performance objectives, how does that connect to the capital expenditure topic of this panel?

MR. BROPHY:  Umm...well, first of all, we had just received the undertaking response, so we wanted to get clarity on that.

And secondly, knowing that they are all equally weighted, there is a section in there specifically related to the capital and IRP, and knowing that they're weighted, I didn't go down to that section in the objectives, so I am actually done on that section and moving into the asset management plan now.  I think Mr. Stevens would be happy to hear that.

MR. MORAN:  Okay, please proceed.

MR. BROPHY:  Thank you.  Okay, so if we can go to technical conference Undertaking JT5.34.  Actually, we don't even need to pull that up, but have it ready in case you need it.  That was an undertaking Enbridge provided, and it was actually an Excel spreadsheet providing all the projects in the asset management plan.

And part of the purpose of that -- and if you go to the very top of the spreadsheet, if it is there -- it was
-- because nowhere else in the asset management plan or any other evidence was there a correlation between the projects and what was being called mandatory compliance or value-driven, which Mr. -- which SEC had gone through yesterday.

So the spreadsheet itself and the Excel version is much friendlier than the Word version that's up there, so when I looked at the spreadsheet, the asset management plan has 3,087 projects total.  Does that sound right?

MR. WELLINGTON:  This is Bob Wellington.  Yes, it sounds right.

MR. BROPHY:  Okay, thank you.  And it could be my Excel skills in working with the spreadsheet you sent, but when I sort on the filters to isolate the categories by mandatory compliance and value-driven to see how many fit into each, I wasn't able to actually count them up, because even though rows are hidden, it still counts them, so it is counting the things that are hidden as well.

So I'm wondering if Enbridge could undertake to provide the project counts for the following categories and then the related capital amount per year, and that would be for the categories of mandatory compliance, value-driven, and then just the total, which should add to the 3,087 projects?

MR. WELLINGTON:  Yes we can provide that.

MR. BROPHY:  Okay, thank you.

MR. MILLAR:  The undertaking is J12.2.
UNDERTAKING J12.2:  ENBRIDGE TO PROVIDE THE PROJECT COUNTS FOR THE FOLLOWING CATEGORIES AND THEN THE RELATED CAPITAL AMOUNT PER YEAR, FOR THE CATEGORIES OF MANDATORY COMPLIANCE, VALUE-DRIVEN, AND THEN JUST THE TOTAL, WHICH SHOULD ADD TO THE 3,087 PROJECTS.

MR. BROPHY:  Okay, terrific.  So as we heard yesterday, Enbridge has more capital projects on your lists outside of the asset management plan, and I had jotted down a list, but I remember you stated it back, and if it's incorrect you can correct me, but it is things outside the AMP.  Things like RNG expansion projects, or you might have called them growth.  I think there is some hydrogen and maybe some other things; is that correct?

MS. DREVENY:  That's correct, the categories that are outside of the asset management plan are community expansion and then customer-driven CNG and RNG projects.

MR. BROPHY:  Okay.  And do you know how many projects you have that are outside of the asset management plan, so in addition to the 3,087?

MS. DREVENY:  I don't have a count available with me right now, no.

MR. BROPHY:  Is that something you would be able to provide?

MS. DREVENY:  Yes.

MR. SANDERS:  Sorry, Mr. Brophy, if I may, over what time period?

MR. BROPHY:  It would just be for the rebasing period, just like what you he provided for this one.

MR. MILLAR:  So I believe that's an undertaking, which is J12.3.
UNDERTAKING J12.3:  ENBRIDGE TO PROVIDE A NUMBER FOR MANY PROJECTS ARE OUTSIDE OF THE ASSET MANAGEMENT PLAN IN ADDITION TO THE 3,087, OVER THE REBASING PERIOD.

MR. BROPHY:  Thank you.

MS. DUFF:  Mr. Brophy, do you want just the count or do you want dollars?

MR. BROPHY:  Well, I was actually going to add on to that if I could, just would be the count, the dollars, and then maybe I'm not right on this, but I'm assuming that the ones outside the asset management plan don't have the same labels of mandatory compliance or value-driven, or do they?

MS. DREVENY:  No, these would not have the same labels.

MR. BROPHY:  Okay.  So it would be the count, the dollars, and then if there are logical major categories like what you mentioned a few minutes ago, that would be great.

MS. DREVENY:  If that's possible.

MR. BROPHY:  Thank you.

MR. MORAN:  Just on that point, if you could break out the RNG projects from the CNG projects and the CEP projects, that would be helpful.

MS. DREVENY:  Yes, that's possible.

MR. BROPHY:  Thank you very much.  And would you be able to provide the same type of Excel spreadsheet and then the summary, as well?

MS. DREVENY:  Sure, we can provide in a similar format to what you have here in JT5.34.  Correct?  That is what you are requesting?

MR. BROPHY:  Yes.  And then the summary, as well, because I couldn't --


MS. DREVENY:  Sure.

MR. BROPHY:  -- manipulate the spreadsheet.  Thank you.  Why doesn't Enbridge just keep all its projects in one place rather than having AMP and non-AMP projects?  Wouldn't it be simpler to have a whole lens, where you can decide which projects to go forward with or not?

MR. WELLINGTON:  Hi, Mr. Brophy, it is Bob Wellington:  So the asset management plan projects are really those four -- those projects that are in our forecast which are, I guess, considered what we call base capital projects or, pardon me, base-regulated capital projects.  So they come out of general rates, I guess; is that the right way to describe it?  And they are not subject to special rates.  So RNG, for example, is subject to a special rate.  So it is treated a little bit differently.

In terms of the project planning and forecasting, they will still reside in our Copperleaf tool.  They are just not treated as part of our base or core capex.

MS. DREVENY:  And I guess, maybe just to add to that, Mr. Wellington, they are also not part of the optimization process as a result of that.  So they are held separately.

MR. BROPHY:  Okay, and I think we will get to it.  I think that is part of the challenge I am having.  Say you get half the capital that you are asking for, you might have to optimize between the AMP and the non-AMP projects to end up with your final list, I am assuming?  But the...

MS. DREVENY:  No, I don't believe we would need to do that.  So any of the customer-driven projects are all based on a PI of 1.0, so they are not subject to that same optimization.  So we either move forward due to customer commitments, or we do not.

MR. BROPHY:  Okay, for the projects that are outside the asset management plan, is it correct that Enbridge does not do the IRP assessment like you do with the projects inside the asset management plan?  Or do you do the same thing?

MS. WADE:  That's correct, we do not do an IRP analysis of those outside of the plan.  Like Ms. Dreveny just noted, those are projects that are paid for by customer contribution.  And through the optimization guidelines provided in the IRP framework, that is binary-screened out.

MR. BROPHY:  So you do apply it and you screen it out?  Or you don't, you don't screen them?

MS. WADE:  My understanding is it is part of the projects.  Everything that is within the asset management plan, whether general service or not, is looked at.  But that, if this is a customer-specific build, then it would be binary-screened out.

MR. BROPHY:  Just automatically screened out?

MS. WADE:  That's correct, yes.

MR. BROPHY:  Okay.  If we could move to page 203 of Pollution Probe compendium 1?  So this is just the cover page for reference; it is the IRP decision.  And then if we can go to page 244, which is within that decision?  Yes, right where it is on the screen there.  So it says:
"The OEB directs that the asset management plan include information about Enbridge's system needs.  This includes providing the status of consideration of IRP plans in regard to meeting system needs, the results of the screening..."
et cetera, et cetera.  So my read of that, it sounds to me like the OEB requires all projects to be within the asset management plan?  Am I misunderstanding that wording, so that they are all treated the same, and in one spot?

MS. WADE:  So I can start, and then Mr. Wellington, if you want to add on.

My understanding of what you've just read there is that as part of the IRP decision, there is a requirement to screen all projects.  And so as I just confirmed, all projects are screened using the guidelines as provided in the IRP framework decision.

As to why they don't all sit within the asset management plan or are shown all together, I would leave that to Mr. Wellington to describe.  But from an IRP perspective in the way that the IRP team works with the asset management plan, those projects are being screened.

MR. BROPHY:  Okay, I guess the question is really the first sentence there:
"The OEB directs that the AMP include information about Enbridge Gas's system needs."

And even the projects outside what you are saying the AMP is, still link to your system and the needs of the system.  So, I am just having trouble reconciling that.  And maybe if it makes sense, you can take it away and just explain how that sentence relates to what you are doing?

MS. WADE:  Yes.  Just one moment, please.

MR. STEVENS:  Sorry, just to be clear, Mr. Brophy, you are asking Enbridge Gas to interpret the sentence about what the asset management plan should include?

MR. BROPHY:  Based on the OEB's decision, correct.

MR. STEVENS:  Right.  And we can take that away and provide a written answer.  I think it would have to be based on more than the OEB decision; it would have to be based on the context of the case, which was not around directing Enbridge Gas on what an asset management plan should look like; it was directed at the IRP.

But if it would be helpful, we can take it away and advise as to how Enbridge Gas interprets and has responded to the sentence.

MR. MILLAR:  The undertaking is J12.4.
UNDERTAKING J12.4: RE POLLUTION PROBE COMPENDIUM 1, PAGE 203, THE IRP DECISION, TO COMMENT ON ENBRIDGE'S INTERPRETATION OF ASSET MANAGEMENT PLAN.


MR. WELLINGTON:  Mr. Brophy, this is Bob Wellington:  I just wanted to maybe want to add in a response as well, that while the asset management plan does not include the investments associated with these other categories, it does include some information which speaks to the strategies and, you know, the expansion of the RNG opportunities, and inclusion of stations and the CNG projects as well.  So there is commentary regarding these projects, but they are not explicitly included as projects in the forecast.

MR. BROPHY:  Sure, fair enough.  And, you know, this isn't to request that things are being right or wrong; it is to level-set, so that we are all on the same page.  And whatever the right answer is is I think what we should all go by.  So I look forward to that.  Thank you.

Okay, if we can go to Pollution Probe compendium 1, page 83, part (e)?  Okay.

And you will see there that when you add those numbers up, 2,278 of the 3,087 projects -- just talking about the AMP now, not things outside AMP -- or 74 percent of the projects in the asset management plan were screened so far, by Enbridge.  Does that sound right?

MS. WADE:  Sorry, Mr. Brophy, can you ask that question again?

MR. BROPHY:  So when you add up -- this is indicating how many of the asset management plan projects were screened.  So I added the 886 --


MS. WADE:  Yes.

MR. BROPHY: ...and the 1392.  That brought me to 2,278.  And we know that the asset management plan has a total of 3,087 projects.  So I took 2,278 and divided it by 3,087, and it gave me 74 percent.

So, what I am understanding is 74 percent of the projects in the asset management plan have gone through the IRP screening, so far?

MS. WADE:  Yes.  Just to provide a bit of context there:  So you are correct, we did start with 3,087 projects.  There was an initial screening done, and that initial screening was to screen out any non-gas-carrying assets.  So that is roughly just over 800 were non-gas carrying.  And so those were not part of the binary screening.

Those were things like offices, or different real estate-type of investments.  And, from there, we had the 2,278 projects go through the binary screening, and of those 886 passed, which is what we're looking at here.

MR. BROPHY:  So when you make the adjustment you talk about, 2,278 went through the screening?

MS. WADE:  Were gas-carrying assets and went through the binary screening; that's correct.

MR. BROPHY:  Oh, so -- okay, the difference to 3,087 were just taken off the table because they're not gas-carrying assets?

MS. WADE:  That's correct, yes.

MR. BROPHY:  Oh, that is very helpful.

And when you say not gas-carrying assets, gas-carrying assets would include natural gas, hydrogen, RNG, all those things, correct?

MS. WADE:  That's correct, yes.

MR. BROPHY:  Thank you for that.  That's very helpful.

Okay, so we had talked about the 3,087 projects in the asset management plan, plus there's others outside that we talked about as well.

Once Enbridge finds out what your capital envelope is, how do you decide which of the projects in the AMP or even outside -- well, let's stick with the AMP to make it simple.  How do you decide which projects in the asset management plan will actually happen and which will not?

MR. WELLINGTON:  Mr. Brophy, it is Bob Wellington.

So I'm just going to point you to -- and I hope this is not a repeat for you, but just back to our asset management plan -- I'll just pull up the reference page here so we can get it up on the screen.  Just bear with me for a moment.  So if we could pull up Exhibit 2.6.2 and go to page 55, please.

So section 4.3.3.  So this speaks to the optimization process that occurs after we develop a list of initial investments for inclusion in the plan.

Prior to this page we talk about the categorization of investments as value-driven versus compliance versus mandatory.

So is there anything there you want me to refresh, or are you comfortable with those concepts?

MR. BROPHY:  I'm familiar with the process, and that's helpful reference.

MR. WELLINGTON:  Okay.

MR. BROPHY:  Thank you for that.  But specifically, you don't know today which projects that would equal out of the AMP.  Let's say you get half the capital that you are looking for and you've got to optimize the portfolio for that.  You couldn't tell us today what the list of those projects would be exactly.  You'd be going back after and applying this process here that you're talking about, right?

MR. WELLINGTON:  Yeah, thanks for your clarification.

Yeah, so the first thing we would have to understand is, where are we at in terms of commitments on the projects that are in flight, so if we're talking about 2024 specifically, a certain amount of capital has already been invested on some projects with the expectation that they would be constructed next year, right?  So the Panhandle Regional Expansion Project is one, maybe not a great example, but it is one of them.

But we do have other projects where we do engineering (inaudible) materials, things like that, we talked about it yesterday, so that we can manage project risk and not to have to compress timelines and risk not completing a project in a given year.  So we would start with looking at what's executing and what's fully committed, to establish, you know, whether or not we proceed with those projects or not.

The likelihood is a lot of them would proceed because they were prioritized early in the ten-year forecast for a reason.

Then we would go and look at things like, you know, value, risk, other commitments outside of just commercial commitments.  We may have commitments to customers, we may have commitments to other agencies to do certain things based on projects -- their progression and what the project need was.

So that would all be taken into consideration, and it's very much akin to the review process that happens after optimization.

We have to take a look at these factors to establish, if we're going to remove something, what are the impacts of that.

MR. BROPHY:  Okay, and that's exactly the process that I understand.

MR. WELLINGTON:  Okay.

MR. BROPHY:  But you don't have a list today; you are going to go away after you get a decision and apply the process you just talked about?

MR. WELLINGTON:  I don't have a list today.

I would have to understand what the constraint would be, and we'd have to go through a pretty rigorous exercise, as I just described.

MR. BROPHY:  Okay.  Thank you.

MR. SANDERS:  Mr. Brophy, if I may, it is Jim Sanders here, and Mr. Wellington did a great job of describing the process we would go through.

I just want to add that of course we would have to look at the context of that change and how significant it would be.

I think there may be more broad and more complicated and so significant change.  If it is a minor change we would have to go back and adjust and see what we could do, but if it's a material change we'd have to have some other discussions about the implications of that.

So back to the beginning of looking at safe, reliable, secure, resilient, if those are impacted we'd have different decisions to make.

MR. BROPHY:  Exactly.  That's my understanding as well.  Thank you.  So I understand the process you'll apply once you find out what the decision is and, you know, if it's a more impactful decision as far as lower capital, there might be more work in prioritizing, and what Mr. Sanders just kind of walked through, but is it fair to say then in this proceeding you are not actually asking the OEB for any approval of any specific project?

MR. WELLINGTON:  It is Bob Wellington.  I think it's fair to say I think that's a fair statement.  We're not talking about a project, so, yes, I would agree with the statement.

MR. BROPHY:  Okay, thank you.  Okay.  I'll just change gears a little bit and maybe we can talk about some IRP issues.  If we can go to page 268 of Pollution Probe compendium 1.

Okay, and this is the IRP decision.  Just give me a minute while I pull up my version.  The highlighting didn't carry over.  Great, thank you.  So I'm just on the first paragraph under "Findings".  The last sentence indicates:
"The OEB directs the establishment of a website by Enbridge Gas to facilitate the broad sharing of information on IRP stakeholdering efforts."

Do you see that?

MS. WADE:  Yes, I do.

MR. BROPHY:  If we can go to page 154 of the Pollution Probe compendium.  Right there is great.

This is the 2021 OEB IRP working group report.

We've talked about this in the energy transition panel a bit, but near the top, item number 1 indicates that:
"A bare-bones website was created in which primary functionality is the ability of customers to indicate their interest in regional constraints.  However, there is no regional constraints or IRPs identified, and will not be until the end of 2022.  Enbridge promises future enhancements to the website late in 2022 or early 2023."

So I think what the OEB IRP working group is talking about is the same website that was in the decision, right?  Is that -- that would be the same?

MS. WADE:  Yes, that would be the same website.

MR. BROPHY:  Okay.

MS. WADE:  I would just note, a definition of bare bones is somewhat subjective, and perhaps a day's work is dramatically oversimplified, but, yes, that is the same website that we are talking about.

And we have evolved it, continued to evolve it over the past year.  So, as directed, we were -- we did have that in place for December of 2021.

Over the course of the last year, we have held, as I think you know, stakeholder sessions in each of the seven different regions, and that material is now up there, as well as the transcripts, as well as the pilot evidence that has been filed.  So it has continually been evolved.

MR. BROPHY:  Okay.  Thank you, for that.

If we can go to page 84 of the Pollution Probe compendium?  And I didn't copy every page, but this is the main page on finding integrated resource planning projects in your region.  This will cover all the regions you mentioned; it is the one website.

And actually, if you just scroll down a little, there is a hyperlink at the top that, if anybody wanted to, they can take it.  I bookmarked it now, myself, to see the live IRP website.  This looks familiar; I am assuming this is -- I think it was only taken a few weeks ago, so I am assuming nothing has really changed there.

MS. WADE:  Yes, that's correct.  Sorry, I am not sure if that is what you noted, Mr. Brophy:  This is not the home page of our regional planning and engagement site, but this is one of the pages that you can navigate to.  That's correct.

MR. BROPHY:  Correct.  And this is the one that actually highlights when you click it; is says "Find projects."  So when you click on the menu up top of "Find projects", this is the page it takes you to.

MS. WADE:  That's correct, yes, highlighting the two IRP plans that we currently have.

MR. BROPHY:  Okay.  And what I was looking for when I went to find projects or opportunities was a listing of any of the 3,087 projects in the AMP, or other IRPs.  I see the two pilots listed there.

MS. WADE:  Yes.

MR. BROPHY:  But I didn't see any information that related to any projects or, you know, if a stakeholder wanted to help look at IRP opportunities in their region, where would they go on this site to find those projects?

MS. WADE:  Yes.  So the site will be evolved to incorporate projects and their associated IRP potential, or options or alternatives that we're looking at.

So, as you know, we are just finishing our first full screening of our asset management plan, and we are aiming to have most of that done by the end of this year.

When we go out to the regions again this fall, so we will be holding our second set of regional stakeholder meetings across all seven regions this fall, in those sessions we will be providing information on the projects specific to each region and, if applicable, alternatives that we are analyzing.  And that material will be posted on the site.

As we continue to move forward, and we identify IRP plans, specific plans that we will be implementing within each of the different regions, those would also be added here.

MR. BROPHY:  Okay, and you will see up at the top along the menu there's an area you can click on, "Sign up for updates."

MS. WADE:  That's correct.

MR. BROPHY:  And it is a simple screen.  I didn't put it in the compendium, but you put in your email address and you hit submit.  I had heard some feedback from stakeholders that they had submitted their email and hadn't received anything.  I did, similarly, in 2022.

MS. WADE:  Yes.

MR. BROPHY:  And then I did it again in 2023, just because I hadn't received anything.  So, from what I am hearing, nothing has been sent to anybody who subscribed since the website was built.  Is that accurate?  Or is there some IT glitch?

MS. WADE:  Yes, that's not accurate.  So we did have an IT glitch, so I will say that.  We regret to say that we had an IT glitch, but the glitch was -- on the IRP regional page, you can sign up for each of the individual regions.

And I believe what happened was if you selected, "All", something happened on our side.  My understanding is it only resulted in, I think, seven people not receiving an update.  And as soon as we heard about it, we have fixed that.  To there are updates that go out.

The next update as I anticipate will be around the regional meetings that are going to be happening this fall.  So it was not an extensive -- anybody who signed up for each individual region would still have received the regional invitations.

MR. BROPHY:  So, if you go into the sign-up for updates, and you put in your email and you sign up for updates, you don't get the regional updates?  What do you get?

MS. WADE:  Yes, you will get the updates on any regional events that are happening.

MR. BROPHY:  Okay.  I hadn't received anything, and there are other people telling me they are not receiving it.  So maybe --


MS. WADE:  It depends on the timing that --


MR. BROPHY: ...we are the seven people.

MS. WADE:  Yes.  It depends on the time that you signed up.  So if you signed up, post-the sessions being communicated, then you would not have received the update.  So we haven't sent a huge amount of updates.  We have just started our regional engagements, so that's likely why you haven't received anything, if you have signed up in the past couple of months.

MR. BROPHY:  Okay.  So for the stakeholders that are asking us if they should be receiving information, given that they have signed up, how will they know if they're -- like, what should they expect?  Should they be getting something?

MS. WADE:  If they have any issues, they should be contacting us.  Because my understanding is it was only seven individuals that we had an issue with.

MR. BROPHY:  Okay.

MS. WADE:  So if you are talking to stakeholders and there is an issue, if you could communicate to us, it would be very helpful, because that is not what we are hearing, I guess I should say.

MR. BROPHY:  Yes.  The problem is that they don't know that they are not getting what they don't know about, so there's just a problem where they assume there's nothing that's been sent.  So I will follow up, offline, and we can make sure that those people get added.

Okay.  If we could go to compendium part 2?

MR. MORAN:  This is a good time for a break.  We will come back at 2:20.
--- Recess taken at 2:03 p.m.
--- On resuming at 2:26 p.m.

MR. MORAN:  Mr. Brophy, are you ready to continue?

MR. BROPHY:  Yeah, I think Mr. Rubenstein had a quick item to --

Cross-Examination by Mr. Rubenstein (Cont'd.):


MR. RUBENSTEIN:  Sorry, I was just looking through my notes over the break.  I just wanted to clarify something with respect to the undertaking that was given, I believe it's J12.1.

MR. MORAN:  Is your mic on?

MR. RUBENSTEIN:  Can you hear me better now?

This is just to clarify an undertaking that was given, J12.1, which I believe relates to 2.6-VECC-18.  This is page 214 of the compendium regarding the certain dispositions of property.

It is going to be a confirmation for each of the properties, how they were removed from rate base, and where that would show up.

I would ask that in that undertaking you provide what the amounts for each of these [audio dropout] were removed, the removal amounts from rate base are for each of those properties, and broken down into the land component and the building component; is that something you could do?

MR. STEVENS:  Yes, we can do that, Mr. Rubenstein.

May I request that we make that a separate undertaking and we combine the two just so that we don't miss the add-on?

MR. MILLAR:  Certainly.  The undertaking is J12.5.
UNDERTAKING J12.5:  AS PART OF THE ANSWER TO J12.1, ENBRIDGE WILL ADVISE AS TO THE AMOUNT REMOVED FROM RATE BASE FOR EACH OF THE PROPERTIES DISPOSED OF, INCLUDING THE PORTION OF THAT AMOUNT RELEVANT TO LAND AND THE PORTION RELEVANT TO BUILDINGS.

MR. MILLAR:  Mr. Stevens, did you wish to summarize that?

MR. STEVENS:  Thank you.  As part of the answer to J12.1, Enbridge will advise as to the amount removed from rate base for each of the properties disposed of, including the portion of that amount relevant to land and the portion relevant to buildings.

MR. RUBENSTEIN:  Thank you very much.
Cross-Examination by Mr. Brophy (Cont'd.):


MR. BROPHY:  Okay, great.  I'm assuming everyone can hear me.  I didn't touch the mic, so the mic should still be working.

So I think we were going to Pollution Probe compendium 2, page 9.  I don't plan to go through all of this, but this was just a part of a summary provided in the IRP proceeding of OEB decisions prior to the IRP proceeding, where the OEB had indicated that higher degrees of integrated resource planning and DSM were needed, so would Enbridge agree that this is something that's occurred for many years, including prior to the IRP proceeding?

MS. WADE:  Sorry, just to confirm, is your question that the Board has highlighted the importance of IRP analysis prior to the decision?

MR. BROPHY:  The importance and need for IRP analysis and DSM as well, which I guess is a subset of IRP.

MS. WADE:  Yes, I would say that that is part of some of the decisions that we've seen, yes.

MR. BROPHY:  Okay, and if we can go to Pollution Probe compendium 1, page 165.  Just go down.

This is the most recent OEB leave to construct decision.  I don't know if you wanted to show the cover page, just down a little bit.

It's for I think what was referred to as the Kennedy Road project.  One of the names looks familiar here.

And then if we go down to the next page, page -- bottom of 166, you will see highlighted text there that indicates:
"The OEB expects Enbridge Gas to undertake timely in-depth quantitative and qualitative analysis of alternatives that specifically include IRP impacts in future leave to construct applications."

So this wording had been in OEB decisions prior to the IRP proceeding.  It was in the IRP proceeding decision and now the most recent leave to construct.

What does Enbridge believe it needs to do differently with projects that it's undertaking in this rebasing period to meet these requirements that you are not doing today?

MS. WADE:  That we didn't do previously or that we're not doing today?  Sorry, just to confirm.

MR. BROPHY:  Well, this decision was as of, I think it was May.  So as of May, when this decision came out.

MS. WADE:  Yes, I would just call your attention to the lines just above that, that "the OEB also finds that the project is excluded from IRP considerations for the following reasons" and provides those.

My understanding in the statements that are there is that they are reiterating the importance of Enbridge's focus on IRP in all future projects.

So to answer your question of what do we think is required of us in future applications, it is to abide by the OEB IRP framework decision to use the optimization guidelines that were provided by way of the binary screening, and it if it passes to complete the technical and economic evaluations.

MR. BROPHY:  So is Enbridge's interpretation of this decision that you did everything you were supposed to and this is just a reminder, or do you think that you need to do something different than what was done in the Kennedy Road leave to construct for future leave to construct applications?

MS. WADE:  Our interpretation of what is written here is that we have abided by the OEB IRP framework decision and that it is reiterating the importance of IRP in all future applications.

MR. BROPHY:  Okay.  So you interpret that Enbridge doesn't need to do anything different?

MS. WADE:  Just to clarify, that we should not have done something different in this specific application?

MR. BROPHY:  Correct.  Or do anything different than what was done.

MS. WADE:  I think that we are doing exactly as noted it there.

We are taking in-depth quantitative and qualitative analysis of alternatives of all projects that are passing the binary screening.

MR. BROPHY:  Okay.  If we can go to Pollution Probe compendium 1, page 85.  This is one of the regional webinar decks that Ms. Wade had mentioned.  I think you said there were seven done in total, correct?

MS. WADE:  That's correct, yes.

MR. BROPHY:  I think this one was done for eastern region, but I think basically the decks are all the same --


MS. WADE:  Very similar.  Very similar.  I would say there is region-specific information in a few of the slides, but a lot of the content is similar across the regions.

MR. BROPHY:  Okay, and if we can -- not planning to go through the whole slide deck, but if we could go to slide 94 or page 94.  So again, similar to the website discussion, I went through the deck and didn't see any specific information on projects or projects in the AMP or IRP alternatives.  I think you can validate, we don't need to go through the deck to show there aren't specific projects in there.

MS. WADE:  I can validate that and also provide some further context as to why.

So these are our very first stakeholder IRP engagement sessions, as I noted, being held across all seven regions, very similar to how the IESO kicked off their stakeholder engagement, and we did consult with them on best practices and how they began and evolved their stakeholdering.  This first regional engagement is really to set the stage on what is happening within the province within the energy system, so energy transition, providing some understanding and context around some of the work that Enbridge is doing in response to that, so that we can also then segue into how integrated resource planning is one of the levers that we're looking at and using to help manage the energy transition risk.

As part of this communication or stakeholder engagement we've noted that future engagements will be held, and as I noted just before the break, we are holding our next round of engagements in the fall, and during those sessions, as I noted, is where we would then move into providing the region-specific projects and any applicable alternative analysis.

MR. BROPHY:  So if this is part 1 of a series, you would expect attendees to attend all of them then, if this isn't the one to give feedback or review specific projects, that will be in the next technical --


MS. WADE:  Absolutely, yes.  That is our hope, that hopefully even more will attend the future sessions, and again, just as much like how the IESO has done theirs, you are building upon the knowledge with each subsequent engagement so that you can build that understanding and line of sight to why integrated resource planning is being done and what it means for their region specifically.

MR. BROPHY:  And I didn't plan to pull it up for the Eastern region one, but there was a letter filed about a week and a half ago by the city of Ottawa; it indicated some of their staff hadn't received invites.  I guess they are energy staff, and I saw that Enbridge filed a response letter to that, to indicate there was some oversight in sending it to some of those staff.

So, for some of the staff who didn't attend the first one, you will just send them notes separately and...

MS. WADE:  Yes.  So maybe I can provide a bit of context. So as you noted, the city of Ottawa has filed the letter that was just pulled up, and we also filed a letter in response.  
You would see in the response that we did invite 24 or 25 municipal councillors, one from each ward, as well as the mayor.

We did have resource changeovers during that time ad, as in the letter, very much regret the fact that those staff that we had been working with, my understanding was that they had been, but they had not.  But I think some important context is the information that was shared at these regional sessions is actually the information that we shared in the very first meetings we had with city of Ottawa.  So there is absolutely nothing in there that we haven't gone through.  In fact, we have done much more in depth with those city staff than we have done in these engagements.

MR. BROPHY:  So if we could just go back to the slide 94?  There we go.  So this information looks familiar.  A lot of these key messages are similar things that were talked about in the energy transition panel on why gas is more economic and resilient and able to meet net zero.

MS. WADE:  I would just note it is a gas system that we talked about here.  And I know we are ending on one of the slides, but previous to this, it gives some context as to the study that we have done, why we have done it.  Within the transcripts, you would hear the context around why we have undertaken the study and what we are doing as an organization to ensure that we understand what's happening within the environment and to respond.

MR. BROPHY:  Okay.  So the information aligns, I guess, with your original work that was done with Guidehouse, I am assuming, because when these presentations were done, it was before the updated reports came out and the changes in the dollars and...

MS. WADE:  I would have to go back and look.  My understanding is actually some of these sessions happened post-those updates being made.  So any sessions that happened, post-that, would have reflected the changes that occurred.

MR. BROPHY:  I guess one of the concerns that I had heard is that the presentations promote gas, which is fine, because you are a gas company.  But it was very light, or what was missing was the opportunity to talk about alternatives, and IRP alternatives.  But I think what you are suggesting is the first session wasn't intended to do that, that that will come in a future session.  Is that correct?

MS. WADE:  That is absolutely correct.  And I think in the engagements that my team has done together with our municipal engagement is that there is a lot of level setting that needs to occur.  Not everyone that we are engaging with has a level of understanding of what is happening in the industry as the people in this room.  And so it is really important to take that time in that first session to just set the stage, why are we here, why are we doing integrated resource planning and how does it support energy transition.

MR. BROPHY:  Okay.  I guess I could talk about, for this deck, but I guess for future ones, did those decks go through the OEB's IRP working group before they get finalized?  Or how does that oversight work?

MS. WADE:  Yes.  So up until this point, the priority for the IRP technical working group as outlined in the OEB's IRP decision as well as in the terms of reference for the technical working group, the priority has been really focused on the pilots as well as the discounted cash flow evolution or enhancements to be made to that test.

We have noted that we are doing stakeholder engagement so we have, I think, obviously highlighted that that's happening.  But we have not put these decks by that group.

And so I think this is something that we are open to, now that we have moved past those two priorities, but something that we absolutely felt like we were able to do, without having had that input.

I should just note as well that in addition to the seven regional stakeholder sessions that we have held, we have also done multiple sessions in the two regions where we are holding our -- or where we filed our pilots for, so in Parry Sound and southern Lake Huron.  And so we have done in-person open houses to welcome residents to understand more about integrated resource planning.  We have met with the municipalities, the LDCs, as well as counsel.

MR. BROPHY:  And for the feedback path from the website we talked about earlier, and the stakeholder outreach through these types of sessions, do you have a list of feedback that you have received from stakeholders?

MS. WADE:  Yes, we do.  Actually, all the -- my understanding, and subject to check, the feedback that we have received has been posted on the website.

MR. BROPHY:  Okay.  Would you be willing to provide a copy, of course, with no names, personal names?

MS. WADE:  Yes.  It is on the website.

MR. BROPHY:  It is?

MS. WADE:  My understanding is all the feedback is on the website.  I can tell you that my understanding is we have not received a great deal of feedback for each of the different sessions, but what we have received is there or will be posted there.

MR. BROPHY:  Okay.  Yes, I was on, on the weekend, and I didn't see anything.

MS. WADE:  You didn't see?  It might be for that region that there weren't any, but I can undertake...

MR. BROPHY:  Is it easiest just to maybe undertake to provide a copy?

MS. WADE:  Yes.

MR. STEVENS:  We can do that, Mr. Brophy.  I guess I am curious to understand how it helps the record of this proceeding in terms of the issues that are outstanding?

MR. BROPHY:  So, in this proceeding, and in particular, this panel dealing with capital asset management plan and IRP, it is looking at the 2024 to 2028 period, which will include these sessions and inclusion of stakeholder feedback to improve the process.  So having clarity on how that process works I think is going to impact directly.

If it works well, it is going to reduce capital and increase IRP opportunities.  If it doesn't work well, the opposite is likely to happen.

MR. STEVENS:  Again, I am a little bit lost in terms of the link between feedback from several IRP first meetings and the capital budget.  But should the panel feel that this is -- should the commissioners feel that this is useful, it sounds like it is something that we can provide.

[Board Panel confers]


MR. MORAN:  Mr. Stevens, I understand that your question is how useful would this information be in the broader context of this proceeding.  I think we understand, to the extend that we see this information, it may be a little bit helpful or not helpful.  But we are not really in a position to judge that at this point.

It doesn't sound like this would be an onerous undertaking and I think -- obviously, we will give whatever weight it has when we see it.  So I think we will allow the undertaking.

I guess it is clear that as we hear the evidence unfold, that when it comes to what integrated resource planning means in the context that Enbridge is speaking to it, it is only related to gas supply issues and only gas supply issues.  It doesn't deal with electricity alternatives; I think we understand that at this point.

But to the extent that that integrated resource planning relating to how best to meet supply -- the supply gas challenges, and how it relates to capital budgets, our understanding is that the integrated resource project process is intended to ensure that capital spending is made as efficiently as possible and that it's not necessary in the form of pipelines.

So let's see where it takes us, Mr. Stevens.

MR. STEVENS:  Understood.  Thank you.  And I wasn't meaning to suggest that integrated resource planning is outside the scope of the capital budget in any way.

The questions were more around the stakeholdering for IRP and how many steps removed we are, but we're happy to provide comments received from the regional meetings that Enbridge Gas has held for IRP.

MR. MILLAR:  And that is J12.6.
UNDERTAKING J12.6:  TO PROVIDE WRITTEN COMMENTS THAT ENBRIDGE GAS HAS RECEIVED FROM PARTICIPANTS AT THE REGIONAL MEETINGS FOR IRP, (INCLUDING VIA THE WEBSITE.)


MR. BROPHY:  You need me to repeat the undertaking, or the record's fine?

MR. MORAN:  Well, let me say, I always appreciate Mr. Stevens's excellent summary of the undertakings.  I think it were brings great clarity.  Would you like to summarize your understanding of the --


MR. STEVENS:  Certainly.  I think it's simply to provide the comments that Enbridge Gas has received following the -- from participants at the regional meetings for IRP.

MR. BROPHY:  And the website as well.

MR. STEVENS:  I'm sorry, what about the website?

MR. BROPHY:  If people submitted comments via the website as well you can submit feedback that way.

MR. STEVENS:  Certainly.  I had intended to convey that this would be all the comments that Enbridge Gas has received, or at least all the comments that Enbridge Gas has received in writing.

MR. MORAN:  Okay.

MR. BROPHY:  Thank you.  Thank you very much.

Perhaps we could pull up Pollution Probe compendium 1, page 323.

I believe probably, Ms. Wade, this is probably your area but, anybody on the panel is happy to jump in.  So can you describe what this document is?

MS. WADE:  Yes, absolutely.  So as part of the IRP framework we've been asked to binary-screen as well as conduct a technical evaluation and an economic evaluation.

So as we just identified, there is roughly 3,000 projects within the asset management plan, and we've screened those or assessed those using the guidelines within the IRP framework, as well as some additional methodologies.

Those additional methodologies, or process maybe is a better way to say it, has been outlined in this binary and technical screening draft document.

And this document and these processes or methodologies were created because as part of the IRP framework decision there is not a set-set of steps to take between the binary screening and the economic that lay out how specifically a technical evaluation would be completed.

And so over the course of moving through our first asset management review -- asset management plan review, we've created this document.

It was iterated over the course of that activity.  It continues to -- it will continue to be iterated as we have more learnings.

MR. BROPHY:  Okay, and why is it draft and when would it become non-draft?

MS. WADE:  I guess we could put version 1.  I anticipate there will be many versions as we evolve it.

When we filed it within the -- as part of our undertaking as part of the technical conference, at that point we hadn't finalized this as a being a final version 1 technical screening, but I think it's really important to note that there will be evolutions of this as we continue to learn and as we move through the continuous evaluation and assessments.

MR. BROPHY:  I think you'll be happy to know I'm not going to walk through all the pages of this document, but I did scan it, and some things looked right and some things didn't look right, but it is based on the eye of the beholder, I'm assuming, sometimes.

Was this document reviewed by the OEB's IRP technical working group?

MS. WADE:  So we have shared this with the IRP technical working group, yes.

Was it shared as we were creating it and drafting it?  No.  Again, I'll note that we were moving through the pilots and the DCF plus over the course of last year, which took most, if not all, of our meetings.

We filed it as part of the undertaking, so they have had it since March.

I think we shared it again in April, and as we look at moving through 2023 and the remainder of this year, this has been put on one of the priorities that we feel would be beneficial to go through with the working group.

MR. BROPHY:  Okay, this seems like a very cornerstone document if it's what Enbridge Staff are going to use to execute IRP inside the company.

So I'm -- I guess I -- would Enbridge be willing to agree to have the OEB's IRP technical working group review and sign off on a document before it becomes final?

MS. WADE:  We would absolutely commit to sharing it and gathering input.

I think I just noted that.  I think it's very important that we do, and it has been highlighted by Enbridge as a priority.

It -- I guess I just want to say again it's going to be continually evolved, so I think sharing and incorporating their feedback, understanding thoughts or insights that they might have, that might assist with evolving it, yes, we're very much open to that.

MR. BROPHY:  Okay.  And perhaps to your point, if it is a living document, even if they review and sign off once, it could change the following year, so Enbridge, I'm assuming, is agreeable then on at least an annual basis to have the OEB's IRP working group to do a review of the document.

MS. WADE:  I would imagine it would find its way into the annual IRP report, which provides an overview of all of -- you've brought up the 2021 -- will be doing those on an annual basis.

They are filed each year in May, and as part of that it describes all of the activity that we've done over the past year with the IRP technical working group, and I believe in 2022 it -- actually, I'm not sure about that one.

So I was going to say if there was a link to this specific document, but in future I would imagine there would be a link to this document, and any feedback from the IRP technical working group would be captured as part of that process.

MR. BROPHY:  Okay, and as we talked about earlier, there's a lot of projects that Enbridge has planned over the rebasing period, so as this document's getting updated and finalized, working out the bugs, what controls do you have in place to make sure that the projects that are reviewed truly meet what IRP is supposed to bring for Ontario ratepayers?

MS. WADE:  So I think maybe I'll just repeat your question, make sure that I understand it.

So how are we using this document within our organization in ensuring that it's being used in the way that we intended?  Sorry, is that --


MR. BROPHY:  I'd say it a little differently.

So this is a draft.  You said it was developed through your iteration of doing the asset management plan.  You've shared a version with the OEB's IRP working group, but haven't closed the loop yet on their full review and whether to sign off or not.  I'm not sure if you've committed to that.

But in the interim, 2024 is not far away, and you'll be undertaking projects that require execution of elements that really should be in this document by then.

So is there a way to safeguard and make sure that the OEB's IRP working group does a full review and they're all incorporated prior to 2024 or, if not, then what's the best way to mitigate those gaps?  I guess having every project go by the OEB's IRP technical working group is one option, but I don't think that's the case that you've been using up to now.

MS. WADE:  Yeah, I think -- I don't want to speak on behalf of the IRP technical working group, but even in my conversations with him, that's not -- that's not the approach that they would want to take.

I think that they have -- again, I don't want to speak on their behalf, but based on the discussions that we've had, there is an Appendix B which outlines all of the projects in their ten-year asset management plan, and it outlines the binary screening pass or fail.  It outlines the technical evaluation pass or fail and the reasons for that, that we would be open to discussing if there's, you know, projects specifically that they want to look at or have discussion on, that aren't in a live proceeding, obviously, then we would be very much open to that.

I'm not sure if this was also part of your question, but I would just add that as this has iterated and evolved, the projects that have gone through the assessment already will be looked at again.

So once a project is assessed it's not one and done.  We will be going back each year as we've talked about in looking at, has there been any substantial changes within this document or within a project that would lead us to do another evaluation.

MR. BROPHY:  Okay.  And are there other training materials or guidelines, outside?  Or is this draft document basically it?

MS. WADE:  And, sorry, for training...?

MR. BROPHY:  For Enbridge staff, to leverage?

MS. WADE:  On how to do a technical screening?  Is what you mean?

MR. BROPHY:  Correct.

MS. WADE:  Yes.  The other is the detailed technical evaluation template that we also filed.  I think it was part of this undertaking, JT35.  I think there were multiple attachments to that, and that is also the other template that is used within our organization.

MR. BROPHY:  Okay.

MS. WADE:  Which is again also being evolved, just going through this the first time.  But that would be the other.

MR. BROPHY:  I recall the template, yes.  Thank you.

Okay.  Perhaps we can pull up Pollution Probe compendium 1, page 167?  And then, I don't know if we shrink it down a bit, if people will see it or not.  But I think that is fine, the way it is.

So Mr. Stevens had mentioned last week that Enbridge had filed the pilot projects.  They are not up for public view yet; in fact, this letter is missing from the docket.  So I am not sure why, but this is the letter Enbridge submitted December 22, 2022 to the OEB related to the pilot projects.  Does that sound familiar?

MS. WADE:  Yes.

MR. BROPHY:  IRP.  Okay.  And in the letter, Enbridge, you know, correctly identifies the OEB decision wording that indicates that the:
"The OEB expects that the IRP pilot projects will be selected and deployed by the end of 2022 as proposed by Enbridge Gas.  The detailed consideration of IRP pilot projects should commence shortly after the issuance of the IRP framework, with input being sought from the IRP technical working group."

So I guess what I am wondering is, if the Board's order from the IRP proceeding required Enbridge to select and employ the pilot projects prior to the end of 2022, and this letter indicates that is not going to happen, why wouldn't Enbridge ask for relief, regulatory relief from that condition, so that you could be in compliance?

MS. WADE:  So throughout --


MR. STEVENS:  I would suggest that this letter is doing just that, that this letter is indicating -- it is written to the Registrar.  It was done with the awareness of the IRP working group.  And it is telling the OEB that circumstances have arisen that have led to a delay, but that the projects will be filed.  And indeed, as you have noted, the projects have now been filed.

They may not be on the OEB's website, but I can tell you we have received a letter of completeness, and I would assume that they will be available for public viewing, shortly.

MR. BROPHY:  Mr. Stevens, are you referring to the letter in its entirety, or a certain sentence, when you are saying you are asking for relief from the 2022 deadline?

MR. STEVENS:  Whether it's asking for relief or informing the Board, I think it amounts to the same thing.  You can see it in the first sentence underneath the quote:  Enbridge is acknowledging what the OEB directed, and it is providing its response, and indicating that we are a little late with this, but we are going to get to it.  And, in fact, Enbridge Gas has now done that.

I would imagine that it if the OEB had concerns, that that would have been brought to Enbridge Gas's attention.  There is certainly no attempt to hide anything. This letter was written before the end of 2022 and, as you can see, it was sent to Ms. Marconi, and I assume would have been made available to any of the folks at the OEB who are engaged with this initiative.

MR. MORAN:  Mr. Brophy, I don't think we can take this line of questioning much further.  If you could move to your next...

MR. BROPHY:  Thank you.

MR. MORAN:  Thank you.

MR. BROPHY:  I am just weeding out a few things that were covered earlier.  Okay, I have a question:  There was some discussion in the energy transition panel about the hydrogen study that Enbridge wants to undertake; it is in the asset management plan.  I am assuming the panel is familiar with that, if it's part of the AMP.

MR. WELLINGTON:  Yes, we are.

MR. BROPHY:  Okay.  Why would that study be capital?  There is no asset being created; is that typical?

MS. DREVENY:  Sorry, I believe this was addressed through an IR response; we will just bring up the reference.  If we could bring up Exhibit I.2.6-PP-37?

So as stated in the response, the project was initially set up to capture the cost of the study.  The expectation is that the study will determine specific changes that may be needed to the system.  However, if that is not the outcome of the study or if it does not make those specific recommendations, then the cost of the study will become O&M.

MR. BROPHY:  Okay.

MS. DREVENY:  So I guess the conclusion there is once the study is completed we will evaluate it again, reference the capitalization policy, and treat it in accordance with that.

MR. BROPHY:  So it is a placeholder in capital, right now.  And then, once you complete the study, you will decide where it goes?  Is that correct?

MS. DREVENY:  That is correct.

MR. BROPHY:  Correct.  Okay, thank you, for that earlier, that has put us ahead.  So I think I am ready to complete there, thank you -- slightly early.

MR. MORAN:  Thank you, Mr. Brophy.  I think we were scheduled to take another short break.  Madam Court Reporter, are you okay to continue for a while?  Okay.  Maybe we will aim for around 3:30, and check in then.

Next up I guess is Environmental Defence. Mr. Elson.

MR. ELSON:  Good afternoon, Mr. Chair.  Can the court reporter and everyone in the room hear me okay?

MR. MORAN:  Mr. Elson, I have just adjusted the volume.  Can you speak again, and we will...

MR. ELSON:  Yes, I can speak again.  And if anyone does have any trouble hearing me, I can switch to my phone, if there is an issue.  Does that work, so far?

MR. MORAN:  Madam Court Reporter, is that volume better?  Okay.  One moment, Mr. Elson.  All right.  Let's try another sample there, Mr. Elson.

MR. ELSON:  Another test:  Can the court reporter hear me okay, or better, now?

MR. MORAN:  You just got the thumbs-up, so we are ready to go.

MR. ELSON:  Okay.  That's good.  And also, I was just doing some testing at the break and, if there is any time that I cut out, let me know and I will switch over to my phone, which I can do quickly.
Cross-Examination by Mr. Elson:


But now is a good time to start.  And again, for the record, my name is Kent Elson and I represent Environmental Defence.  And I would like to start by asking the panel some questions about capital planning, which is probably not a surprise.

And I would in particular like to discuss how your capital planning processes mitigate risks to ratepayers in terms of new capital projects, starting with a discussion of demand forecasting risk and specifically the risk that the demand forecast underlying project economics, and that would be just if a comparison of alternatives does not materialize.

And so I think I should start that discussion with, you know, two of the potentially relevant time horizons, starting with the depreciation periods, before moving on to the horizons underneath the economic tests.

So for the purpose of that, if we could turn up our compendium for Panel 11 and perhaps have that marked as an exhibit.

MR. MILLAR:  It is Exhibit K12.2.
EXHIBIT K12.3:  ENVIRONMENTAL DEFENCE COMPENDIUM FOR PANEL 11.

MR. ELSON:  Thank you.  And if we could turn to page 21 and table 1, further down.  This table is showing the proposed depreciation --


MR. MORAN:  Just a moment, Mr. Elson.  I think it might be .3, Mr. Millar.

MR. MILLAR:  My mistake.  I wrote down K12.2, but it should have been 12.3.  My apologies.

MR. ELSON:  This table is showing the proposed depreciation periods for the five largest asset categories, and based on this table, if you're putting plastic distribution or transmission mains into the ground over the rate period, they will not be depreciated until the 2080s; is that right?

MS. DREVENY:  Subject to check, yes, so the survivor curve that is shown here for the -- I'm sorry, are you referring to the plastic pipe or the plastic services?

MR. ELSON:  I'm talking about plastic mains.

MS. DREVENY:  Plastic mains, right, yes, so that has a 60-year life based on the economic life as proposed in the study.

MR. ELSON:  And so, I mean, I think it's obvious, but those aren't going to be depreciated until the 2080s, based on the existing depreciation proposal?

MS. DREVENY:  Yes, I'd agree with that.

MR. ELSON:  And obviously that's more than 30 years after the net zero target in 2050?

MS. DREVENY:  Yes.

MR. ELSON:  And I take it you can't say for certain or be certain that the assets you are putting in the ground today will still be used and useful in 2050, let alone 2080; is that fair?

MS. WADE:  Mr. Elson, it is Ms. Wade.  I think we talked a lot about this in the three-and-a-half, four days on the energy transition panel, so I might just repeat some of what you've already heard, but I would not say that those are not going to be used and useful post-2050 when we've hopefully reached a net zero target for the many reasons that we've reiterated around the use of the system for peak demand for, say in a hybrid heating solution example or for back-up and resiliency and leveraging it for, say, hydrogen.

MR. ELSON:  Now I asked a different question, Ms. Wade.  You asked whether there certainly -- or answered as if they were certainly going to be not used and useful, and my question is -- and I think it's clear, and I just want it to be clear -- that you can't say for certain today that the assets you are putting in the ground today will still be used and useful in 2050, let alone 2080.

There is uncertainty there, fair?

MS. WADE:  I think we've noted throughout that that's fair, that there is uncertainty, but that we do believe there is very strong case for our system to be supporting net zero and the use of these assets continuing.

MR. ELSON:  And when you are deciding whether to put pipes in the ground today, do you assess the likelihood that they will be used and useful in 2080 on a project-by-project basis.

I don't think you do, do you?

MS. WADE:  No, and I think we talked about this as part of the energy transition panel as well, that for each of the different projects we do look at a demand forecast, and as part of that demand forecast we look at the best available information that we have, and that includes looking at federal policy, provincial policy, talking with customers, all relevant pieces that would feed into our demand forecast, which would inform whether or not we believe that the pipe will still be used and useful at that time, and at this point in time we are not seeing anything that indicates that it won't.

Fair that there is uncertainty, but we are not seeing anything at this point in time that says that it won't be.

MR. ELSON:  Now, you're talking about the ten-year demand forecast horizon that you discussed with Mr. Rubenstein?

MS. WADE:  I am speaking to the ten-year forecast, but I think what I also noted when I was speaking with Mr. Rubenstein yesterday is that, in the conversations we are having with stakeholders, for example, or municipality or looking at a community energy plan, we are not cutting it off at the ten-year mark, we are absolutely looking beyond and taking any information that we can get to help inform our understanding of what the need for that pipe will be.

MR. ELSON:  I think I understand what your answer is to my specific question, but I'm just going to confirm, that when you're putting pipes in the ground today you are not assessing the likelihood that they will be used and useful in 2050, let alone 2080; you are not doing that right now.

MS. WADE:  We are not looking at probabilities, no.  I don't know if that's your question.

MR. ELSON:  Okay, now the other relevant time periods for capital planning are the time horizons used in the economic tests, right?

MS. WADE:  Yes.

MR. ELSON:  Maybe those are more questions for the capital folks, but I think it's a simple question.

And so I'm going to start with the test for expanding transmission pipes under E.B.O. 134.

That is a three-stage test, right?

MR. WELLINGTON:  That's correct.

MR. ELSON:  If we could turn to page 57, although we don't necessarily need to pull it up, the first stage of that test uses a 40-year discounted cash-flow analysis and relates the net present value, the revenue inflows generated from a project to the net present value of the capital costs and other outflows, right?

MR. WELLINGTON:  That's correct.

MR. ELSON:  And if we could turn to page 41 of our compendium, this is showing the discounted cash-flow analysis of the Panhandle Regional Expansion Project, just as an example, frankly, and I take it it accounts for revenue, O&M expense, capital expense, and tax, right?

MR. WELLINGTON:  That's correct.

MR. ELSON:  And in the case of the Panhandle Regional Expansion Project, the stage 1 analysis accounts for $356 million in forecast revenue generated from the project; do you see that highlighted number there?

MR. WELLINGTON:  Yes.

MR. ELSON:  And if you scroll a little bit further down the page so we can see both highlighted numbers at the same time, thank you, Ms. Montforton, despite the forecast revenue, the stage 1 net present value of the project is negative $149 million, right, and a PI is 0.48?

MR. WELLINGTON:  That's correct.

MR. ELSON:  And if we could go to page 42, which is the next page, you will see here the year-by-year revenue and the other amounts, and it is accounting for roughly 9.246 in revenue annually and the discounted cash-flow analysis, correct?

MR. WELLINGTON:  Correct.

MR. ELSON:  And if we turn to the next page, that's going to show us years '21 to '30, and if we turn to the following page, that will show us years '31 to '40.  So let's say you build this project and your actual demand and actual revenue is less than forecast, that means this project would be further in the negative and have an even lower profitability index on an actual basis, all other things equal; is that fair to conclude?

MR. WELLINGTON:  Just a moment to confer, please.

[Witness panel confers]

MS. WADE:  Mr. Elson, I would just note I think this was discussed in another panel, where all things held constant, yes, that would be accurate.  But if there is a change in rate design, for example -- because I know we are just using this as an illustrative example -- if it was moved more to a fixed charge and the volume didn't have an impacts on the revenue, then that would not be true.

MR. ELSON:  Well, it wouldn't be true if the demand declines.  But if the revenue declines, I think by definition that is going to mean that the project is further in the negative.  Fair to say?

MS. WADE:  Yes, but you were tying it to volume, I thought.  So my response is just if the volume goes down, the revenue doesn't necessarily go down if the rates have been adjusted to reflect more of a fixed model.

MR. ELSON:  If we could turn to page 40, please, and scroll down to that table?  That's perfect.

This is, again, for the Panhandle Regional Expansion Project.  It shows the system capacity as 737 TJs per day, before building the project.  Have I understood that correctly?

MR. DILLON:  Gord Dillon:  Yes, that's correct.

MR. ELSON:  And it shows demand increasing steadily over 10 or so years, and the demand being greater than the capacity, and therefore a capacity deficit, right?

MR. DILLON:  That's correct.

MR. ELSON:  Now let's say the demand then declines at the same pace over the subsequent 10 years, such that it drops below 737 TJs per day.  If that happens, the reinforcement assets would no longer be needed to serve the demand.  Is that right?

[Witness panel confers]

MR. DILLON:  Yes, assuming nothing else changes.

MR. ELSON:  So those reinforcement assets would not be enabling additional incremental revenue at that point.  Right?

MR. DILLON:  I would say that's fair to say.

MR. ELSON:  I didn't catch the answer to that.  Was that a "correct"?

MR. DILLON:  I said that would be fair assessment.

MR. ELSON:  Thank you.  But you probably wouldn't rip them out of the ground, right?  You would probably still flow gas through them, just at a rate that is less than their full capacity.  Is that a likely outcome?

MR. DILLON:  We would flow gas to the extent that we would be required to serve the demand.

MR. ELSON:  But if you didn't need the reinforcement assets for the demand at a level that is below 737 TJs per day, like, you wouldn't rip the pipes out of the ground, those new reinforcement pipes; you would still probably flow gas through them for diversity, or other purposes?

MR. DILLON:  To what extent are you believing that the flow is going to decline by?  If we still have demand on the system, we will still need those assets; you would not be able to rip them out of the ground.

MR. ELSON:  Got it.  So you can't actually rip them out of a ground.  You would still flow gas through them, just at a rate that is less than their full capacity?

MR. DILLON:  Correct, as you are still serving the customers that are left on the system.

MR. ELSON:  Got it.  And so I take it you wouldn't call it a stranded asset at that stage, even if demand has dropped below 737?

MR. DILLON:  Correct.  I would not classify that as a stranded asset.

MR. ELSON:  And so the asset would be used.  But would you also categorize it as being useful, seeing as those reinforcements assets, you know, wouldn't be enabling the incremental revenue because the demand has dropped below 737?

MR. DILLON:  I would say that would be fair to say; it would still be a useful asset.

MR. ELSON:  Now let's turn to page 43.  Let's just take a simplistic scenario where the incremental revenue drops to zero after year 20, and this is just a simplified scenario.  And for the Panhandle project, that would be the year 2045, give or take.  And 20 years of revenue at $9.246 million comes to a reduction of $185 million in revenue, subject to check.

I think it's fair to say that this would have a significant impact on the overall project net present value and profitability index that is actually achieved; is that fair to say?

MR. STEVENS:  So is your question, Mr. Elson, that if there is no revenue for the second 40 years -- or second 20 years of the analysis -- that there would be an impact on MPV and project PI?

MR. ELSON:  It would have a significant impact.  Yes.

MR. STEVENS:  it strikes me that that's something you are welcome to argue, but it's fairly self-evident.

MR. ELSON:  Okay.  And I take it that that would be a problem because the OEB would have approved the project on a net present value basis that doesn't actually materialize.  Like, that is something that Enbridge is trying to avoid, for example, where the actual net present value is significantly below what you thought it would be and what you said it would be when you applied to the Board?

MR. WELLINGTON:  Sorry, Mr. Elson, can you repeat the question?

MR. ELSON:  So we are talking about a scenario where you have a significant decline in incremental revenue.  Sometime over that 40-year horizon, and the scenario was over the last 20 years, and that has the significant impact on the net present value, making it even more negative in this case.  And that's a problem because the OEB would have approved it on one basis that hasn't materialized.

That's something you are trying to avoid, right?

MR. WELLINGTON:  Yes, correct.

MR. ELSON:  And it would be particularly concerning if the project was forecast to achieve a PI of 1.0, let's say, or greater than 1.0, and the revenue deficit flips the outcome and you cross that threshold; is that fair to say?

MS. WADE:  I think it's fair to say, and I think it aligns very much with all of the conversation that we had about stranded assets as part of the energy transition panel.

MR. ELSON:  And this is also a problem because the forecast net present value could impact the size of a contribution in aid of construction from benefitting customers.

So an overly optimistic NPV, net present value, based on an overly optimistic revenue forecast could result in an insufficient contribution in aid of construction.  Correct?

MS. WADE:  Again, I think that was discussed as maybe not part of the energy transition panel but as part of the customer attachment panel.

I guess I would just reiterate some of the messages that you likely heard as part of those two, which we are not foreseeing that coming to fruition at this point in time.

Based on the information we have and looking out, again, fair that there is uncertainty.  But we are not seeing that at this time.

But I would say the answers that we gave as part of the energy transition panel and the customer attachment panel would remain the same.  And we would agree with what you are saying.

MR. ELSON:  And if you have an insufficient contribution in capital contribution, and a revenue deficit, the shortfall needs to be made up by existing customers.  Right?

MS. WADE:  Yes.  I will let Mr. Wellington jump in, if he wants to, but I think this was discussed at length with the customer attachment policy panel.

I am not sure you have all the right people as part of this panel to continue answering these questions, but we will do our best.

MR. ELSON:  Well, I am talking about a capital project.  You know, the example that I am using is a transmission project.  I don't see how the connections panel would be better, you know, positioned to speak to capital projects and the impact on, you know, existing customers.

You know, I think it is a straightforward point.  And I am not sure if you disagreed with me, but -- that if you end up with an insufficient contribution in aid of construction because of an overly optimistic revenue forecast and a resulting revenue deficit, the shortfall is made up by existing customers.  Right?

MR. WELLINGTON:  That's correct.

MR. ELSON:  Let's move to stage 2 of the E.B.O. 134 test, and that's on page 58 of our compendium.  And at stage 2 you calculate the customer benefits and costs and weigh them against each other, and you do that by calculating the fuel savings for new customers that could attach to the system if you carried out the project; is that right?

MR. WELLINGTON:  That's correct.

MR. ELSON:  I think it is probably self-evident, but if fewer customers attach than forecast or if customers leave, then you wouldn't achieve the forecast stage 2 benefits, right?

MR. WELLINGTON:  That's correct.

MR. ELSON:  So let's move on to E.B.O. 188.  And again, under E.B.O. 188 now we're talking distribution system expansion projects.  You're assessing economic feasibility, again with a 40-year time horizon; right?

MR. WELLINGTON:  That is our current practice, correct.

MR. ELSON:  And if you miss your demand forecast and you end up with a revenue shortfall, it means your contribution in aid of construction was too low and your existing customers end up covering the shortfall, right?

MR. WELLINGTON:  Correct.

MR. ELSON:  So I'd like to move on to discuss some other consequences of overestimating demand, overestimating revenue, and I should say other potential consequences.  And one of those relates to integrated resource planning.  And let me put a scenario to you.  Let's say Enbridge forecasts a capacity deficit that will arise in the near-term and persist for at least 40 years.  Let's say the deficit only lasts for, let's say five or ten years, after which the demand declines below initial levels.

If we assume a solution is needed for 40 years when it's really only needed for five years, Enbridge might pass over an otherwise viable non-pipe alternative, not necessarily, but that might be the outcome; is that fair to say?

MS. WADE:  I think it's -- without knowing the specifics of the example and all the different elements, I think simplistically, if the demand forecast changes, it would have implications on the evaluation or assessments that have been done; that's correct.

MR. ELSON:  And overestimating demand or overestimating the duration of a capacity deficit can impact decisions as between pipe and non-pipe solutions, fair?

MS. WADE:  That's correct.  I think it could affect non-pipe solutions as well as a pipe solution.

MR. ELSON:  But, I mean, it could impact whether, you know, a decision is made to adopt a pipe versus a non-pipe solution, fair?

MS. WADE:  Correct, but it -- so I think what you're trying to say is we might move ahead, for example, with a pipe when we could have moved forward with a non-pipe alternative, and I think that's fair.

I also think it's fair that, you know, we've seen demand go higher than what we expected, and you could also implement an alternative where the pipe could have been a better economic solution, so I would agree that changes in demand could impact an IRPA assessment.

MR. ELSON:  And if you get the demand forecast wrong you might get the decision between the pipe and the non-pipe solution wrong; I think that's obvious?

MS. WADE:  Yeah, I think to the degree that the change is off to large magnitudes, I would agree with that statement.

MR. ELSON:  I'm going to move to a discussion of repairing versus replacement, but perhaps, Mr. Chair, I'm seeing that it's 3:30.

Do you refer prefer that we take a break now?

MR. MORAN:  Yes, I think we'll take a break for 15 minutes.  We'll be back at 3:45.

MR. ELSON:  Thank you.
--- Recess taken at 3:30 p.m.
--- Upon resuming at 3:46 p.m.


MR. MORAN:  Mr. Elson.  Mr. Elson, can you hear me?  Ms. Ng, are we back on the Zoom meeting?  Yes, but he can't hear me.

MR. MILLAR:  Kent, can you hear me?  The whole system seems to be muted, but we will see what we can do.  Kent, can you hear me?

MR. ELSON:  I lost you for a moment, there.  But I can hear you.  I heard you said, "We will see what we can do."

MR. MILLAR:  Okay.  Well, we saw, and here you are.

MR. MORAN:  All right, Mr. Elson, we are ready to carry on.

MR. ELSON:  Thank you.  I was just moving to a discussion about repairing versus replacement.  And I take it, panel, when you are analyzing pipeline replacements, you consider and weigh the option of repairing the pipe versus replacing the pipe, right?  That's your current practice?

MR. WELLINGTON:  This is Bob Wellington:  Mr. Elson, I guess the first thing I would say in response is that the only time that we are making a decision to repair a pipeline is when it is found either damaged or it has failed.  So it is probably just important to start with that.

And in the cases where we find damaged pipe which hasn't failed, it is dependent on a few factors.  Some of them are technical in nature.  Because of codes and standards, we have to, you know, opt to replace in cases where the extent of the damage is such that it is just not technically viable to repair.  But we do consider both options in those instances.

MR. ELSON:  I am not sure if that was different from what I was suggesting.  I mean my, you know, familiarity most recently is with the St. Laurent project.  And in that project, you compared the option of replacing the pipeline versus repairing it over time.

I take it that is part of your standard practice, when the capital project is a replacement?  Or do you only look at that comparison between repairing and replacing, sometimes, as more of a subset?

MR. WELLINGTON:  Well, just to add on to what I said a moment ago, I mean, the option or the only opportunity we have to make a repair decision is following the discovery of damage or a failure of a pipeline.

So I think what's being asked is if we consider the option of proactively replacing a pipeline with known integrity issues versus letting it run to failure.

So, I just want to be clear that that's what we are being asked, is whether or not we consider those two options against one another.

MR. ELSON:  That's interesting.  Would it not be the difference between replacing it now and deferring the replacement until some other, you know, future point at which, you know, it may be necessary in repairing in the interim?

When you talk about leaving it until failure, that sounds more ominous than I think what the Board directed you to do in the St. Laurent case, for example.

MR. WELLINGTON:  Well, I think we were directed to do a further assessment of the condition of the asset and present, you know, better evidence to show how its condition warrants enough concern that we would opt to proactively replace or take other measures as appropriate.

I am not sure that we were directed to consider the option of allowing the asset to run to failure and potentially endanger the public.

MR. ELSON:  That is my understanding, too.  So I am going to describe that as a decision between replacing and repairing, understanding that repairing, you know, is coupled with a deferral.  And let me ask you this question:  I presume that your analysis between that replace now versus defer and repair would change if you assume the pipe may only be needed for 10 or 20 years versus 40 to 60 years.  Is that fair to say?

MR. WELLINGTON:  Just one moment, to confer.

MR. SANDERS:  Mr. Elson, Jim Sanders here:  Maybe you could just repeat the question?

MR. ELSON:  If the pipe is only needed for 20 years, you may decide to repair it instead of replacing It.  Whereas if it is needed for 40 to 60 years, you are much more likely to replace it, other things equal, subject to the economics and safety?

MR. SANDERS:  Yes.  And I think the challenge in that, there is a lot of variables involved in that kind of decision.  So the timeframe may be one of those variables, but there are many others that would come into play to make that decision.

MR. ELSON:  Got it.  And that's a sufficient answer for my purposes.  Another factor is that if the replacement could be downsized if you wait for five or 10 years, you might decide to do that.  And again, like you say, that would be one amongst many factors.  That would be a factor to you would consider.  Right?

MR. SANDERS:  Yes.  Again, one of many variables.  So the urgency of the replacement, the risk associated with the damage or the risk of the failure mechanism, all those things would have to come into play to make that decision.

MR. ELSON:  And if you get the demand forecast wrong, you might get the decision between the repair and the replacement option wrong?

MR. SANDERS:  I am not clear what the connection to demand forecast would be with the repair option.  So usually, when you have a damage that you are dealing with, or a repair requirement, it is a little bit more immediate than looking at a demand forecast.

MR. ELSON:  Well, I was talking about how long the pipe is going to be needed for, and whether you might be able to downsize it if you wait for five or 10 years, which I think you said was one amongst the factors that you would consider.  And if your assessment of those two factors turned out to be wrong, you might get the decision wrong.  Is that fair to say?

MR. SANDERS:  I think, Mr. Elson, one of the challenges I am having is it is a very broad number of scenarios.  So it really depends on the asset, it depends what the asset is being used for currently, it depends what the failure mechanism is, it depends on where it is, the risk associated with the failure.  There are many variables, so it is pretty difficult to get specific about hypotheticals.

MR. ELSON:  And that's fair.  And I think what you are saying is those are one amongst many factors and, in many cases, other factors would trump, you know, the possibility of downsizing or the amount of time that the pipe is needed.  Is that what you are trying to say?

MR. SANDERS:  The first priority is going to be make it safe, look at reliability and the immediate need in the short-term, and then look at the longer term implications after that.

MR. ELSON:  Okay.  So I am going to ask a question that I think, Ms. Wade, you would be the one to answer.  And I am not talking specifically about repairing or replacing or IRP, but more about capital planning more generally.

And we heard about -- we heard Dr. Hopkins talk about the importance of accounting for optionality or option value.  And I think you would be familiar with that concept.  Is that fair?

MS. WADE:  Yes, I am fair with what -- or sorry, that is fair.  I am familiar with what he was talking about.

MR. ELSON:  And one of the values of deferring a project is that you will have more information down the road, and you may find that you can avoid the project altogether, or downsize it.  You may not, but you might; is that fair to say?  And that is the option value?

MS. WADE:  I would have to go back and look at what -- and how he was associating that specifically with capital planning versus, say, integrated resource planning alternative scenario analysis, or sensitivities analysis.  Because I think very similar to what we were just speaking about, there are many, many scenarios when we are looking at the capital planning piece that are going to play into that decision.

I don't know if that answers your question.

MR. ELSON:  I don't think it did, so let me try asking you from a different direction:  Would you agree that one of the benefits of deferring a project is that you will have more information down the road and, with that, additional information you may be able to make a better decision?

For example, you may discover down the road that you were able to avoid the project altogether or you're able to downsize it, or you may not, but that additional information is a benefit arising from the deferral of an investment?

MS. WADE:  It depends on the benefit of that asset going into service immediately.

So, again, I feel like that -- you'd have to know all of the different aspects of what you're looking at to be able to say yes to that specific hypothetical.

MR. ELSON:  I'm not asking you to tell me that it's determinative.  I'm asking you to confirm that it is one of benefits.

Of course, you're going to weigh a whole slew of benefits, and of course you're going to ensure safety, and if there is nothing you can do but build a project or something is going to explode, then that's what you are going to do.

But I'm just trying to confirm that one of the benefits of deferring a project within the suite of other cost and benefits is that you will have more information down the road and you might find that you can avoid the project altogether or downsize it or adjust it, and that is option value, as I'm going to call it, is a benefit of deferral; is that fair to say?

MS. WADE:  I think that's fair to say, and I think I've talked about that as one of the benefits of integrated resource planning and the ability to defer both from a infrastructure cost perspective, but also to be able to have more information, as you're saying, down the road.

MR. ELSON:  And Enbridge, and maybe this is again for the more capital-side folks, Enbridge doesn't explicitly quantify the option value arising from a deferral in capital planning, economic analyses, does it?

MR. SANDERS:  Mr. Elson, maybe I'll just add one other point, though.  I'm thinking about the implications of deferral.  It can have negative implications as well, so if I think about the issues we're having today with inflation, the issues we're having today with supply-chain issues, the issues we are having around resourcing availability for labour, there can be other implications associated with deferral.

So I take your point, but I just want to make sure that we're thinking about this is not necessarily a one direction for deferral.

MR. ELSON:  That's fair.  There's going to be a variety of cost and benefits, and if we need to talk about each of them and each answer, then I'll be very slow today.

I'm just trying to confirm, and I think you acknowledged this, but I just want to double-check for the record, that Enbridge does not explicitly quantify the option value from a deferral in its capital planning economic analyses, does it?

MR. WELLINGTON:  No, we don't have a means to quantify and evaluate it.

MR. ELSON:  Thank you.  A couple questions about who bears the demand forecast risk, and I may be stating the obvious, and I apologize, but if fewer new customers connect than forecast, you end up with a revenue shortfall, it is your existing customer base that needs to make up that shortfall, right?

MR. WELLINGTON:  That's correct.

MR. ELSON:  And we just talked about new customers, fewer new customers connecting.

The same would be true if some of your existing customers reduced their demand or exit the system such that a reinforcement asset that was built is no longer needed.

Again, the remaining customer base still needs to cover the cost of that reinforcement asset, right?

MR. WELLINGTON:  That is correct.  I would add one comment with respect to that, and again, we're talking about scenarios.  There has been a lot of discussion about that.

And, you know, you do have assets that are aging and will come to the point where some of them have to be renewed, and so I guess I just wanted to point out that the value of some of these newer assets that we install in the event certain scenarios come into fruition and older assets are reaching the age at which they need to be retired, you know, those new assets would provide additional capacity today, in certain scenarios may actually provide value in the future to allow us to retire the more aged assets that are in poor condition.

MR. ELSON:  If we could turn to page 40 again, please, in the compendium.  There is a table at the bottom that I'd like to refer to again.  This is a table for the Panhandle system capacity.

We had a discussion of the demand outstripping capacity per Enbridge's forecast, and my question is this:  So the threshold here is 737 TJs per day.  And let's say demand goes up above 737 TJs per day, Enbridge builds the Panhandle Regional Expansion Project, but then, like in the discussion we discussed earlier, over the next ten years demand declines below the 737 TJs per day such that the reinforcement assets are no longer needed to serve the level of demand from customers.  Enbridge isn't required to notify the Board if that happens, are you?

MR. WELLINGTON:  Not that I'm aware of.

MR. ELSON:  And are you able to confirm if that's ever occurred before?

MR. STEVENS:  Sorry, to be clear, Mr. Elson, are you asking if it's ever occurred that system demand has fallen below the reinforced level or whether Enbridge has ever informed the OEB that that's happened?

MR. ELSON:  The former.

MR. WELLINGTON:  There's no scenario in which we are aware that that's happened.

MR. ELSON:  So you've studied that?

MR. WELLINGTON:  I haven't personally studied it, but we don't -- we are not aware of any scenario wherein that's happened.

MR. ELSON:  I know you are not aware of it, but it's not something that you look for, right?

MR. WELLINGTON:  No.

MR. ELSON:  So you can't be certain whether that's the case or not?

MR. SANDERS:  Mr. Elson, Jim Sanders here.  I'm just trying to understand the scenario you're talking about here.  In the context of a Panhandle scale project are you talking about, or you're talking about a single customer attachment?  There is a range of different assets that are put into service.  There's a range of assets that are retired.  There's a range of assets that are no longer used by customers.  So it depends on what scenario you're talking about.

MR. ELSON:  Yeah, that's a fair comment.  And, you know, I don't think I'm talking about infills, but let's say developments or larger.

MR. SANDERS:  Okay, again, I'm not aware of -- my 30-some years of working in the industry, I'm not aware of any circumstance where that's occurred.

MR. ELSON:  But I think --


MR. SANDERS:  If you would like us to look for that, I'm sure we could undertake to do that, but I'm just not aware of that at that scale.

MR. ELSON:  You know what, let me move on.  I think I have what I need at this point.

Now, I think you would agree that the certainty of your demand forecast decreases as the length of the forecast increases.  And I said your demand forecast, and I shouldn't.  The certainty of a demand forecast, generally speaking, decreases as the length of time increases.

So it's easier to forecast five years forward versus 40 years forward; is that fair to say?

MR. DILLON:  Gord Dillon.  Yes, that's fair to say.

MR. ELSON:  And that would be easier when you are talking about estimates, attachments, system exits, demand, revenue, again, all of those pieces are easier over the five-year rate term in comparison to the 40-year economic test horizon or the 60-year depreciation period, right?

MR. DILLON:  Yes, Gord Dillon.  Yes, I agree.

MR. ELSON:  So a demand forecasting methodology that is sufficient for a five- or ten-year horizon may not be sufficient for a 40- or 60-year horizon; fair?

MR. DILLON:  Gord Dillon.  In where you're going with this, I think it would be fair to say that the further you go out the forecast becomes less accurate.  And there's more unknowns.

MR. ELSON:  That's the first point that I was trying to confirm.  But in addition to -- in addition to that, I think it is clear that a demand forecasting methodology that is sufficient for a five- or 10-year horizon may not be sufficient for a 40- or a 60-year horizon.  Would you agree with that, as well?  There is going to be different considerations if you are looking further out, and an additional level of uncertainty that you have to grapple with.

MR. DILLON:  There will be a different level of uncertainty, the further you go out.

We do forecast for the 10-year period, and we are not looking past that with a defined forecast.  However, we do update our forecast yearly, so we carry that knowledge into the future.

MR. ELSON:  And I am just saying that a demand forecast methodology that is sufficient for five or 10 years may not be sufficient for 60 for 40 years; is that something that you agree with?  It's not clear on the record, at this stage.

MR. DILLON:  Mr. Elson, it is not the methodology that is wrong. The forecast methodology is still appropriate.  We are forecasting for a 10-year period.

MR. ELSON:  I am not saying that your forecasting methodology is necessarily right or wrong.  I am just trying to confirm the principle that a demand forecasting methodology that is sufficient for five or 10 years may not be sufficient for 40 or 60 years because there's greater levels of certainty and additional factors that you may need to consider; is that fair?

MS. WADE:  Ms. Wade:  I am not sure that is fair.  I think any methodology is going to have to consider the fact that the further out you go, there is going to be greater uncertainty.  So I don't necessarily think that there is -- that is to say that the methodology being used for the five or 10 year is not a methodology that can be used for 40 years.

I think in any forecasting, there is going to be an acknowledgement that uncertainty is going to be greater, the further you get out.

MR. ELSON:  I think what you said, Ms. Wade, in essence is that what is good enough for five or 10 years is not necessarily insufficient for 40 to 60 years.  And I think that the flip side of saying what is good enough for five or 10 years might not be sufficient for 40 or 60 years because there is different considerations.

I mean, I will move on, but let me just give it one last chance, because it seems obvious to me that when you are talking about five or 10 years, you may not be looking at the extent of uncertainty and the specific factors that you would need for 40 or 60 years.  Do you agree with that, or disagree?

MS. WADE:  I guess I would just reiterate, and perhaps it is not going to answer it in the way that you like, but I would just reiterate that the methodologies that we are using today incorporate the best available information that we have today, and it extends out to 10 years.  And it also considers any information that we obtain past that 10-year mark, so that we have knowledge or insight if the utilization of the asset is going to change.

So additional factors beyond what we are considering today, I am not sure that they would be considered not already included in our methodology.  We are just saying that the uncertainty tied to them, we would agree would be greater.

MR. ELSON:  Okay.  I am not quite sure if that is an agree or a disagree, but I am happy to move on.

And I would like to move on by discussing your current practices in developing your demand forecasts for capital planning.  Let's turn to page 41, please.

So again at page 41, this is the discounted cash flow analysis for the Panhandle Regional Expansion Project.  And, you know, we looked at this previously.  This is year one to 10.  The next page is year 11 to 20.  And then we have 21 to 30, and then we have 31 to 40.

So it seems to me that there is at least an implicit 40-year forecast underlying this 40-year revenue forecast; is that fair to say?

MR. WELLINGTON:  That is fair to say.

MR. ELSON:  And I think we have heard from a number of witnesses that it is possible or even likely that we will experience a high level of full electrification in buildings which would cause significant decreases in demand between [audio dropout] and 2050.

But I take it that you don't rerun the economic analysis for a project based on that declining demand scenario as part of your capital planning, do you?

MS. WADE:  No.  I can answer that to say no, we do not take into account a declining demand forecast related to building electrification.  And maybe I could just clarify that.

I am not sure the panel agreed that there would be massive amounts of electrification that would impact the use of our system.  So I think that is an important distinction.

MR. ELSON:  Well, there are some folks who think that it is more likely that there will be hybrid heating in buildings, and some folks who think it is more likely that there will be full electrification.  And those are different scenarios and they would have different outcomes on your economic analysis, if you were to do a scenario and sensitivity analysis.  Right?

MS. WADE:  That is correct.  And I think you can see that in the Posterity demand forecast scenarios that we completed as part of the application [audio dropout]


MR. ELSON:  And more generally in infrastructure leave to construct applications, you don't provide the Board with a sensitivity analysis showing the project economics and showing the comparison of alternatives based on differing energy transition scenarios, including a high, full-electrification scenario.  Right?

[Witness panel confers]

MS. WADE:  Yes.  I would say that is accurate.  As part of our leave to construct applications, we just present the demand forecast with the best available information at the time that we file it.

MR. ELSON:  So we were just talking about a sensitivity analysis for individual projects, looking at project economics and a comparison of alternatives. I also take it that Enbridge does not do that kind of scenario analysis, that sensitivity analysis on an asset management plan-wide basis, looking at the comparison of capital portfolios based on differing energy transition demand scenarios.  Right?  You don't do that?

MS. WADE:  No.  I would just reiterate that our first scenario analysis related to changes in demand, and that is both annual and peak, was part of that Posterity analysis work that I mentioned earlier.  But that did not extend to then understanding what those impacts might be, specifically to the asset management plan.  And I think it is important to note that the reason for that is it is difficult to understand where specifically and when specifically some of those demand changes might occur, which is what is really required in order to understand the impact on the system, which I think is linked very closely to the safe bet that we have outlined around integrated energy planning and being able to really do that type of scenario analysis at a regional level that is really informed about, if we are going to consider a reduction in gas, that we are also considering what it would be substituted by, and that we have an understanding if that is available, when it would be available, what type of builds and the costs associated with that would be included.

MR. ELSON:  Now maybe what you are saying is that you don't look at different energy transition demand scenarios because you can't predict the future; is that what you're saying?

MS. WADE:  Not exactly, no.  I think we did do demand scenarios, and we can't predict the future, but we still see value in them.  And I think we noted that these demand scenarios are not meant to be plans but, again, to understand common elements across the different scenarios, so that we can plan to, at least those common elements which have translated into the safe bet actions which we have had lots of discussion about.

But what I am saying is it is difficult to understand what the impacts are going to be on a very specific area of your system, without understanding that system in that area, when, where, how, any electrification might occur, because that -- that's really going to provide you the ability to understand the impact on the asset management system, or the facilities in that area.  And that is going to be very difficult to do without having your electric counterpart at the table to understand whether or not, you are assuming, you know, 30 percent electrification by 2030, which I know you have raised a few times.

We could very likely get into a conversation with an LDC that says, you know, I don't have any plans at this point, and I can't accommodate that, so don't do that scenario, that, you know, maybe we do a different one.

So I think there is value in scenario analysis but, at this point, difficult to then tie that to the asset management system.

MR. ELSON:  I'd like to talk --


MS. WADE:  The asset management plan, sorry.

MR. ELSON:  I'd like to talk about the analysis of risks -- of stranded assets or underutilized assets, and I think from my review Enbridge has not provided evidence to the Board that looks at the proposed capital spending over the next five years and estimates what percent of that capital would be no longer used and useful by 2050 and a high full electrification energy transition scenario, right?  You haven't provided that analysis to the Board?

MS. WADE:  That's accurate.  We have not provided that, and I would also note, because at this point in time we don't have any indication of that coming to fruition and having an understanding of how specifically that's going to impact all of the different elements of our system, and so I think that's what I was just speaking to is, we've done a macro-provincial view, and I know we've talked at length about it as part of the energy transition panel, and that next regional view and really understanding what the impacts are to the asset management plan, we wouldn't disagree that that's not important -- or that's important, sorry.  We just feel that that needs to be done in close collaboration and coordination with electric LDCs.

MR. ELSON:  But in the meantime, you still plan to put the pipes in the ground that you are proposing, right?

MS. WADE:  We are, and I would say that the pipes that we're planning on putting in the ground are informed by the information that we're receiving from our customers, and I think the City of Ottawa example is a great one.

It is also informed by very close consultation with the city, as well as the LDC and IESOs at the table for that, so I think we're going to be able to evolve how we conduct or complete that demand forecast and have even greater certainty as we continue to move forward with integrated energy planning.

MR. ELSON:  And Enbridge hasn't provided evidence on the record in relation to its proposed spending over the next five years that estimates the E.B.O. 134 and E.B.O. 188 revenue shortfalls that would likely occur over the 40-year horizons of each of those in a high full electrification energy transition scenario, right?

MS. WADE:  No, we have not, and I think for all the reasons that I've just noted, but I won't repeat them again.

MR. ELSON:  And you haven't even looked at the estimated E.B.O. 134 and 188 review shortfalls that would likely occur in an energy transition scenario involving significant levels of hybrid heating, right.?

MS. WADE:  Sorry, can you say that again?

MR. ELSON:  The previous question was about looking at a high electrification energy transition scenario, full electrification.

And I'm just confirming that you also haven't provided the Board with analysis on the estimated revenue shortfalls that would likely occur in a transition scenario where there is some full electrification but also significant levels of hybrid heating.

MS. WADE:  No, we have not, and I don't know if that would be tied to our part of Phase 2 or 3.

I'm not sure which one has the rates element tied to it, but in a hybrid heating scenario we would have a consideration of the number of determinants, building determinants, and also the volume, and I'm assuming that would be part of that understanding of moving to a greater fixed would have less reliance on the volume.

MR. ELSON:  Ms. Wade, you are familiar with the Canadian Climate Institute, right?

MS. WADE:  Yes, I am.

MR. ELSON:  And if we could turn to page 113, the highlighted portion.

I don't know if we need to read it, but you can confirm that it was established following a competitive request for proposals led by Environment and Climate Change Canada?

MS. WADE:  I can confirm that's what it says, yes.

MR. STEVENS:  Mr. Elson, before we get too far into this, I did spend a little bit of time looking at your compendium, and I don't want to presume where your questions are going.

I do want to raise a concern for the Commissioners as we get into this new area.  As we talked about earlier this afternoon, I believe, we've spent several days talking about energy transition.

In fact, Environmental Defence and Green Energy Coalition, who appear to have virtually the same position, spent one full0 day asking questions, and of course we've had immense amounts of discovery leading up to now.

To the extent that we are going to be re-treading items that have been talked about or could have been talked about in the energy transition panel, then I'm just raising my concerns that we have fallen behind in our schedule.  We are trying our best to be done by a reasonable time next week, and I would hope that our time -- or I would suggest that our time can be better spent at this stage focused directly on the issues that are related to the panels rather than issues that are more squarely things that are energy transition and are just applied to these panels.

MR. MORAN:  Mr. Elson, are you able to assuage Mr. Stevenson's fears with where you might be going?

MR. ELSON:  I think I can assuage his fears in two respects.  One to confirm that I am very confident that I will be able to complete my questions within the allotted time, and two to say that the few questions that I have on these two documents relate specifically to capital and the appropriateness of Enbridge's capital planning approach and whether it should be doing a sensitivity analysis that looks at the project economics and the comparison alternatives in a number of scenarios, including a high electrification transition scenario.

I probably could have completed the questions or at least half of them in the time that we've dealt with this objection, so I'm in your hands, Mr. Chair, but I hope to be able to assuage those concerns that Mr. Stevens has raised.

MR. MORAN:  Based on that, Mr. Elson, let's proceed, let's see how it goes.

I'm sure that we can rely on Mr. Stevens to raise an issue if his concern materializes during the course of your questions.

MR. STEVENS:  And I will do that, thank you, Commissioner Moran.  I will point to the fact that 65 of 135 pages of Mr. Elson's compendium deal with documents like the one in front of us, and so that's the concern that I'm raising, and I don't think it is legitimate to say I've reserved time and I can use it for whatever I like.

MR. MORAN:  I've heard you, Mr. Stevens.  Let's see how it goes.

MR. ELSON:  Thank you, and, you know, I can add that I plan to refer to two pages.

I would just like to put a full document in the record if I'm going to ask a witness a question about it.  I think it's only fair.

If I could turn to page 115 of the compendium, please.

And just to confirm, and this is a lead up to the substantive questions that I'll have shortly, that the Canadian Climate Institute was created by the Pan-Canadian Expert Collaboration to provide credible and authoritative advice to Canadians and their government and develop and provide independent and expert-driven analysis to help Canada move toward clean growth in all sectors and regions, so before I ask you two questions about two pages in the Canadian Climate Institute reports, I just want to ask you, Ms. Wade, if you have any reason to doubt that the Canadian Climate Institute provides credible, independent, expert-driven analysis on climate issues?

MS. WADE:  No, I don't.

MR. ELSON:  Thank you.  So my question first is in relation to this report by the Canadian Climate Institute that was just called The Big Switch.

If we could turn -- sorry, I'm on page 65, just so we could situate ourselves, and if we could turn to the relevant page inside the document, page 69.  And at page 69, there is a figure, and it says:
"To support net zero, household energy use will shift way from natural gas and gasoline toward electricity."

And the figure shows natural gas declining significantly every five years and almost being fully eliminated by 2050.

And my question for you, Ms. Wade, is whether you agree that there are credible experts that believe it is likely that there will be an almost complete replacement of natural gas combustion in households with electricity by 2050?

MS. WADE:  I'm not questioning the credibility of the individuals that did this report.

I'm not sure that positioning this as their full position and plan -- I tried to do another read of this.  I'd seen it before and I tried to do another read-through last night.

My understanding is this is another scenario analysis, and so I'm afraid I am just going to come back to the key messages and discussion that we had as part of the energy transition panel, and that I do see this is a -- as you are showing it on the screen, my understanding is it is a scenario analysis, and one I believe that doesn't include costs.  And I am not sure the consideration of the hydrogen and other low-carbon fuels in the modelling that they did.

We have noted, I think, all scenario analysis that is done contributes to the understanding of how we get to net zero in the most cost-effective, reliable, and resilient manner.

Again, I am sorry, I didn't read it closely enough to understand how resilience has been included as part of this discussion -- or paper, sorry -- if resilience, you know, was considered from the perspective that perhaps customers still, although using a high degree of electricity or maybe fully electrified, may still choose to stay connected to the gas system, for all of the reasons that Ms. Giridhar and I have noted over the course of the four days.

So I am not sure if I am answering your question, but I think as -- I don't really have anything else to add.

MR. ELSON:  If we could turn to page 96, please?  This is the second report that I was going to refer to by the Canadian Climate Institute and in particular, page 103.

And this document, this report concludes that:
"Switching to clean electricity will save Canadians money."

And it finds that total energy spending will decrease by 12 percent by 2025 -- sorry, by 2050 -- as households switch to clean electricity.

It also discusses a switch to heat pumps.  My question in relation to this document is whether you agree that there are credible experts who believe that the replacement of fossil fuels with electricity will actually result in savings for Canadian households?

I am not asking you to agree with the conclusion; I am just asking you to agree that there are credible experts who believe that that is the case.

MS. WADE:  I think I am just struggling, without digging into this report, if there are other caveats that I might put along with my answer.

I already agreed, I am not going to argue, they are not credible experts who have penned this paper, and that this is a potential outcome.  I would note that I would think and I think many others would think that there is very likely other potential outcomes, and that this might not come to fruition.

MR. ELSON:  Thank you.  Mr. Chair, I would be happy to continue going as long today, as you wish.  I am moving to a different area, so I can stop now.  Or I am happy to move forward.

MR. MORAN:  I think, Mr. Elson, we will adjourn for today and resume tomorrow at 9:30.

MR. ELSON:  Thank you.
--- Whereupon the hearing adjourned at 4:30 p.m.
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