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Wednesday, August 2, 2023
--- On commencing at 9:35 a.m.

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.


MR. MORAN:  Are there any preliminary matters?
Preliminary Matters:


MR. STEVENS:  Good morning, Commissioners.  I have three very brief preliminary matters, two administrative and one speaking about something that was discussed yesterday.

On the administrative matters, first of all, I would just like to highlight that Bonnie Adams, rather than Angela Monforton, will be projecting the document today, so don't be surprised to see a different name sharing the screen.

MR. MORAN:  She has a high level of performance to match.

MR. STEVENS:  She does indeed, but we have every confidence.

Secondly, to my right is Henry Ren, counsel with Enbridge Gas.  And Henry will be sitting with us at least through the preliminary matters this morning.

MR. MORAN:  Welcome, Mr. Ren.

MR. STEVENS:  Finally, during the questions from Mr. Rubenstein yesterday, there were a few numbers that were provided, and some of them were accepted subject to check.  And I understand that, on one of them, Ms. Dreveny, has gone back and checked and has a slight correction to make.  I believe it is from page 8 of yesterday's transcript.

MS. DREVENY:  Yes.  So the number we had taken, subject to check, was 325 million.  That was the summary of the Other and Community Expansion categories.  So I went back and checked, and the totals should be 297.4 million.

MR. STEVENS:  I believe Mr. Rubenstein had suggested that the number was approximately 326 million, and so that's the context for the correction.

MR. MORAN:  Thank you, Mr. Stevens.  So I think we are ready to continue with Environmental Defence's questioning.  Mr. Elson?

MR. ELSON:  Thank you.  Can the Court Reporter and the room hear me okay?

MR. MORAN:  Yes.  I think we hear you fine, thank you.
Cross-Examination by Mr. Elson (Cont'd.):


MR. ELSON:  Thank you.  Good morning, panel.  I was asking some questions at the end of the day yesterday, some more high-level questions, regarding capital planning.  I'm going to move into some more specifics and I'm going to start with some questions on the Wilson Avenue project.

Now, that project, the full cost is $110 million, subject to check.  Is that right?

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

MR. ELSON:  And I understand it was deferred in relation to EDIMP.  Can you explain more specifically why that project was deferred.

MR. WELLINGTON:  Sure.  So there were a couple of aspect of the deferral and, actually, it's been deferred and split out into a couple of components, now.  As I think we mentioned at the technical conference, the roadway, or part of the roadway, in which the pipelines are installed will be subject to a moratorium following some reconstruction work and so, as a result of that, we wouldn't be able to complete any replacement work until the end of the moratorium.  So the project has been moved out by approximately five years for that portion of the pipeline, but, for the remainder of it, because we've now implemented an EDIMP program, we want to undertake an EDIMP assessment, including in-line inspection, to understand more specifically the condition of the pipeline and understand where there may be specific areas of concern that we may be able to address in a more focused manner than a full pipeline replacement.

MR. ELSON:  Thank you.  Now, it seems to me like there are some similarities between this project and the St. Laurent project, in that it is a fairly large pipe replacement for integrity reasons in an urban area, and so it is not a small cost.  Is it fair to draw those similarities?

MR. WELLINGTON:  I think so I, yes.

MR. ELSON:  Now, despite the over $100 million cost, Enbridge is of the view that leave to construct is not required under section 90 of the Act.  And I take it the difference from the St. Laurent project is that no portions of the pipe need to be moved, so you don't need additional land-related permissions, and so leave to construct is not required under section 90.  Is that right?

MR. WELLINGTON:  It's right.  I think the exception is that the pipeline might be moved within the same road allowance, depending on subsurface engineering and, you know, approvals by the city, but no additional lands or land agreements are believed to be required as part of the project.

MR. ELSON:  Got it.  Now, if the OEB were to encourage Enbridge to file a leave to construct application voluntarily for this project, under section 91 of the OEB Act, due to the magnitude of the cost, the similarities with the St. Laurent project, or the newness of the EDIMP program, would Enbridge proceed to do that?

MR. STEVENS:  Mr. Elson, it strikes me that it is probably a question for the regulatory team, rather than [audio dropout].  I think it's fair to say that, if Enbridge Gas receives Board direction or, you know, strong encouragement from the OEB, then, of course, it would take that into account and would respond accordingly.

Without knowing the exact context of what might be said, it's hard to give a definitive answer.  I can give a definitive answer that, if Enbridge is told to file an LTC, Enbridge will file an LTC.  As we start to get into more grey areas from there, I think we would have to see what the direction would be.

MR. ELSON:  Mr. Stevens, does Enbridge have a position on whether the OEB has the jurisdiction to direct Enbridge to file a leave to construct application if it doesn't meet the section 90 criteria?  And I'm just trying to figure out whether we should be asking the Board to direct you to do something or to encourage you to do something.  Is that something that you can speak to, either now or by way of undertaking?

MR. STEVENS:  I think we're hesitating, Mr. Elson, to, except in clear cases, tell the OEB what they can't do.  If what you're suggesting is that either a direction or a strong suggestion amounts to the same thing, then I'm not sure it is a particularly [audio dropout] question as to jurisdiction.

MR. ELSON:  And they would amount to the same thing if a strong encouragement -- well, let me just take that back.  You are saying that encouraging and directing are the same thing?  I'm not sure I'm following that.

MR. MORAN:  Mr. Elson, before we get further into this, I think what would be most helpful is, if you have a proposal to make and it raises questions of our jurisdiction to entertain that proposal, I think that would be the time to tell us why we have jurisdiction to do what you might be asking to do.  And then Enbridge, of course, will take whatever position it needs to take on the jurisdictional question, as well.  I'm not sure that this witness panel is in a position to help you on that.

MR. ELSON:  No, that's a good point, Mr. Chair.  My only concern is, by the time that my friends make their jurisdictional arguments, I won't have a chance to reply to them so maybe --


MR. STEVENS:  To be fair, Mr. Elson.

MR. ELSON:  Yes.

MR. STEVENS:  It's not a proposal that has been put out so far, and so we don't have anything to respond to.  And, I mean, there is no shortage of things for us to respond to in this case already, and I have no doubt that that will expand exponential when we see the intervenor arguments, and we will respond to everything that we can at that point and provide our reasons.  But I agree with Commissioner Moran that it is much easier and much more appropriate for us to do so in response to a concrete written proposal that we can look at -- proposal or argument that we can look at -- and respond to.

MR. ELSON:  Well, I can put on the record that we will be requesting that the OEB either direct or encourage Enbridge to file a leave to construct for this specific pipe, due to the size.  If you can address that in your argument, if you believe there are jurisdictional issues, that will be appreciated.  If not, then we will proceed accordingly.  But I can move on for the sake of these questions at the moment, and move instead to the St. Laurent project.

If we turn to page 24 of our compendium, please, compendium for Panel 11, Ms. Adams, this has excerpts from the utility system plan.  And you can see the St. Laurent projects at the top when it comes up.  And together they are worth, you know, roughly $90 million in 2024 spending; does that seem about right, subject to check?

MR. WELLINGTON:  That seems about right.

MR. ELSON:  It seems to me that the St. Laurent project is just as contentious as the Panhandle Regional Expansion Project based on the opposition to it in its previous iteration, and the fact that it was rejected by the OEB.  Is that fair to say?

MR. WELLINGTON:  I think it's fair to say.

MR. ELSON:  Would Enbridge agree to apply the same levellized approach to the St. Laurent project as it did for the Panhandle Regional Expansion Project, on the basis that the rationale for one applies to the other?

MR. STEVENS:  I am not sure, Mr. Elson, whether that's something that Enbridge Gas has considered.  It is probably something better addressed by way of undertakings, to consult with the appropriate folks.

MR. ELSON:  Thank you, Mr. Stevens.

MR. MILLAR:  So I take it that is an undertaking?

MR. STEVENS:  It's an undertaking to advise as to whether Enbridge Gas would consider applying the same levellized treatment to the St. Laurent project as is proposed for the PREP project.

MR. MILLAR:  The undertaking is J13.1.
UNDERTAKING J13.1:  TO ADVISE AS TO WHETHER ENBRIDGE GAS WOULD CONSIDER APPLYING THE SAME LEVELLIZED TREATMENT TO THE ST. LAURENT PROJECT AS IS PROPOSED FOR THE PREP PROJECT.

MR. ELSON:  More generally, I have a question or two about what the OEB should do in relation to projects that may not proceed, and projects that have 2024 spending in particular, that may not proceed.

And we are going to be arguing that Enbridge has overestimated its capital budget by failing to account for the option value of project deferral, by failing to account for the possibility of significant demand declines within asset lifetimes and how those can potentially lead to projects that are no longer feasible, greater capital contributions from new customers, deferrals or non-type alternatives.

Let's say the OEB agrees with us; maybe they will, maybe they won't.  From Enbridge's position, is the better result to reduce the capital envelope now?  Or is there some other mechanism such as a variance account that could address that issue more effectively, the issue of projects of 2024 spending that aren't actually going to proceed because of the reasons that I outlined?

MR. SANDERS:  Mr. Elson, Jim Sanders here:  I am just trying to understand your question.  It is under the assumption that there would be a capital reduction direction?

MR. ELSON:  Well, what do you think that the OEB should do if they agree with us that the capital budget is overestimated because of a failure to account for a number of factors, which means that certain 2024 spending wouldn't actually happen?

Do you reduce the capital envelope now as part of this decision?  Or do you have some other mechanism such as a variance account or otherwise to address projects that don't actually proceed because, for example, leave to construct isn't granted or an IRPA is chosen instead, or EDIMP determines that you can repair it instead.  Those are some examples.  What should the OEB do with that from Enbridge's perspective?

MR. SANDERS:  Well I would just point back to the processes that we have played out to date in developing the capital plan.  There is a fair bit of evidence filed already, the asset plan process we have gone over, the capital budgeting process we have gone over.

If you are talking about now fundamentally changing that plan, I can't sit here today and tell you how would we go about doing that.  That, again, would need some thinking, I think.

MR. ELSON:  Yes, I am not asking you to change the plan, and that's part of the challenge that we have is, you know, on the St. Laurent project for example, we don't have all the evidence to know whether leave to construct will be granted.  The same with the Panhandle project, same with, you know, frankly all the growth projects that are, you know, have 2024 spending.

And so how do we deal with the possibility that those leave to construct applications may not be granted.  Should we be arguing for a reduction in the capital envelope now?  Or is there some other mechanism such as a variance account that would be a better way to deal with that situation of spending not materializing because of, for example, leave to construct not being granted?

MR. SANDERS:  Well, my immediate reaction is that none of the spending has occurred in 2024 yet.  We are not there.  So we built a plan based on the best information we have -- the codes, the standards, the regulation, our customer demand.  That's what the plan is based on at this point.  And it is our best efforts to put that plan together, as filed.

So, again, if there is some fundamental change in the principles of how we are developing the plan or requirement directed by the OEB, we would undertake to do that.  But I can't tell you today exactly how that would unfold.

As Mr. Wellington has described already through the asset management process, this is an effort to optimize the overall portfolio based on a number of factors.  So I would have to see what the directive is and what specifically the change request is before we could answer that.

MR. ELSON:  Well, let's just say that the St. Laurent pipe isn't approved in 2024.  What happens?  Do you just fill that $100 million gap with other projects?  Or should that money go back to ratepayers?

MR. SANDERS:  Well, I would suggest that we wouldn't have it in the plan if we didn't feel confident that the project would be approved.

MR. ELSON:  Of course.  But the challenge that intervenors have is that we can't test the evidence under those projects in this proceeding, and yet they determine the rates that customers are going to pay.  So the question is if that $100 million -- sorry, $90 million or so -- isn't ultimately approved, do you fill the hole with $90 million of other projects?  Or do you find a way to rebate those, you know, the dollars attributable to that, back to customers, through a variance account or otherwise?

MR. SANDERS:  Well, again, I would have to think about how we would reoptimize the overall plan if that did occur.  So, to give you the exact outcome, I can't say.

MR. ELSON:  Now I don't want to know how you're going to spend it, but is it -- which bucket is it?  Does it go back to customers?  Or do you spend it?  Or some combination of the two?  And if you are sending it back to customers, how do you do that?

MR. STEVENS:  If I may, Mr. Elson, it is David Stevens speaking:  I think Mr. Sanders is speaking to how Enbridge Gas might operationalize a different capital envelope.  And maybe I am hearing a slightly different question from you, which is in the event that the OEB determines that the capital envelope may be overstated, does Enbridge have a proposal other than simply approving a smaller capital envelope; is that right?

MR. ELSON:  That was my original question, yes.

MR. STEVENS:  And I mean, again, it strikes me as a bit of a strategic question that probably involves more than just witnesses.  So, if it's acceptable to you, we can answer that in writing or, if you prefer to continue asking questions of the witness panel, that's fine, too.  But I know that your time is clipping along, so I want to be helpful if we can.

MR. MORAN:  Commission Duff --

MR. ELSON:  An answer in writing to that specific --

MR. MORAN:  Sorry, Mr. Elson, Commissioner has a question.

MS. DUFF:  I am just listening to this cross-examination, thank you, Mr. Elson, for letting me intervene.  And I am reflecting on the cross-examination with Mr. Rubenstein yesterday, where you are proposing something unique for the Panhandle in 2024.  And as I heard it, you are keeping it -- your proposal is to have a rate rider that would be included in the 2024 rate schedule in case the leave to construct isn't approved.  Did I hear that right?

MR. SANDERS:  Yes, I think so.

MS. DUFF:  Okay.  So what is the difference between that project and any of these other projects that you are fearing or concerned about regulatory approval?  I think that is, if I have not --

MR. STEVENS:  The only difference, Commissioner Duff, from what you stated is the rate -- there is no amount included in the base revenue requirement for the PREP project.  The rate rider would collect the revenue requirement approved in the LTC.  So it's not a refund in the event of non-approval, but rather it is a collection in the event of approval.

MS. DUFF:  Yes, but it is --


MR. STEVENS:  I agree that it's operating alongside.  I just thought I heard you express it slightly differently than I had.

MS. DUFF:  Okay.  I understand the rate-making treatment that you're proposing, I think.  What's unique to that project, the PREP project, the Panhandle project, different from any of these other projects?  Is it the magnitude?  How do you draw the line with which projects you give this unique regulatory treatment to, or proposal?

MR. STEVENS:  Certainly.  And I think the witnesses spoke some about that yesterday, and I'm sure they can expand on what they spoke about.  I'm not sure it is appropriate for me to answer that question.

MS. DUFF:  No.  And so, Mr. Elson, I apologize if I'm intervening too much, but, as I hear it, the cross-examination yesterday versus what you're getting into today, I'm just trying to draw links between that.  So do you mind if the witnesses go ahead and answer this now?

MR. STEVENS:  Of course not.  Please --


MS. DUFF:  Okay.  I didn't mean to interrupt you.

MS. DREVENY:  Sure, I can attempt to answer your question, Commissioner Duff.

I think yesterday we spoke to the difference in the magnitude of the project.  So PREP is an extremely large project, one of the largest ones we've taken on, with about $252 million of in-service capital impact in 2024.  In comparison, a project like St. Laurent is large, but significantly smaller than what we are proposing with PREP.  And the revenue requirement is also significantly different, as well.  So St. Laurent, if it were to go into service in 2024, actually has a $2 million sufficiency so, if you were to remove it, it actually increases the rate because it is a sufficiency of $2 million.

MS. DUFF:  So I hear you stay it's the magnitude of the capital expenditure.  It's the is sufficiency-deficiency effect on rates.  Were there any other considerations?

MS. DREVENY:  No, I think those would be the main consideration.  It comes down to what would be a more typical project that you would see year over year, versus a very large project that would be, I guess, an anomalous impact to your rates.

MR. MORAN:  I have one follow-up question, as well.  So, in the context of the rate rider proposal, if the project ended up not being approved as proposed, or possibly denied, what would happen to the revenue collected under the rider?

MS. DREVENY:  For the Panhandle project?

MR. MORAN:  For the Panhandle project, yes.

MS. DREVENY:  So, if the project goes forward, then we would apply the rate rider.  If the project does not go forward, then the rate rider wouldn't apply and there would be no impact to what has been proposed for 2024.

MR. MORAN:  Right.  And, to the extent that money was collected under the rate rider, but the project ended up not going forward because of the timing of the decision, what would happen to any revenue that had been collected under the rate rider in that event?

MS. DREVENY:  I'm not sure that would apply.

MR. DILLON:  Mr. Moran, there would be no revenue collected because the rate rider would never go into effect unless the project was approved.

MR. MORAN:  I'm looking at the timing of the decision.  If the decision is in 2024, as opposed to 2023; the rate rider is in effect as of January 2024; the decision that effects the project is made sometime after that.  What would happen?

MR. DILLON:  We wouldn't implement the rider.

MR. MORAN:  Until it was approved.

MR. DILLON:  Until there was approval.

MR. MORAN:  Thank you.  I understand now.

MS. DUFF:  I guess, Mr. Elson, you can continue with the question.  Sorry for the interruption.

MR. ELSON:  No, thank you.  That was helpful, Commissioner Duff.

So I think that's a very good point, that using the PREP treatment is one way to deal with this issue where projects may not proceed, but have been accounted for in rates.  And maybe I'll take you up on your offer, Mr. Stevens, to provide an undertaking to consider whether there are any other mechanisms, such as variance accounts, that could address that issue of projects that don't proceed and how to make adjustments to reflect that in rates.

MR. STEVENS:  Certainly, Mr. Elson.  I did hear your original question to be a little different.  I'm happy to answer the question there, but I thought your original question was different ways that the OEB might address concerns about the overall size of the capital budget envelope.

MR. ELSON:  Yes.  If there are concerns, one option is that you reduce the envelope.  Another option would be, have treatment like PREP.  Another option, and that third or maybe fourth option, or others, or something else that can be used to address that situation.

MR. STEVENS:  We can provide that undertaking.

MR. ELSON:  Thank you.

MR. MILLAR:  The undertaking is J13.2.
UNDERTAKING J13.2: TO CONSIDER WHETHER THERE ARE ANY OTHER MECHANISMS, SUCH AS VARIANCE ACCOUNTS, THAT COULD ADDRESS THAT ISSUE OF PROJECTS THAT DON'T PROCEED AND HOW TO MAKE ADJUSTMENTS TO REFLECT THAT IN RATES.

MR. ELSON:  I'd like to turn to exhibit I2.6-SEC-118, please.  And I have some questions following up on this.  If you could turn to page 2, Ms. Adams, these are the customer connection numbers.

And we see that there is a PI below 1 for 2021, 2022, and 2023, and the shortfall is the difference between the numbers in the first column and the numbers in the third column.  And I get a shortfall of roughly $40 million in 2021, roughly $22 million in 2022, and I think it's $26.5 million in 2023.

Am I understanding that correctly?

MS. BURNHAM:  That's correct.  It's Jen Burnham.

MR. ELSON:  And one of the reasons for this, for these shortfalls, was cost pressure.  Costs ended up being higher than forecast for contributions in aid of construction, and I think you said that came to around $2,000 per customer and part of the challenge was the timing of when you did those estimates and, you know, when the work actually happened.

And I believe what you concluded -- and this is what I'm trying to confirm -- is that you could have gone back to the developers to ask for greater capital contributions before construction started, but Enbridge decided not to for a variety of reasons.  Is that right?

MS. BURNHAM:  That is correct, in principle.  I would say, with the rapidly changing impacts, sometimes those impacts occurred before we knew it, and so we were in the middle of construction.  We typically have not had a past practice of going back and collecting or rebasing over the period of time and, because of that, you know, the rapid changes in costs, it impacted in this way and we did not go back unless there was a significant scope change for those customers.

The other piece that is impacting the overall investment portfolio, as well, that I mentioned, was our limited ability to change the infill customer policy.  So that also had an impact.  At one point in time, we did try to change that.  We had to go back to that policy.  We maintained that policy through these three years and we are now proposing, in the rate case, under the Miscellaneous Charges section, to update the infill policy and the costs associated with that.

MR. ELSON:  And my next question was related to that, the extra length charge, which is increasing from something in the range of 35 to 159.  It is a big jump.  Right?  Is there any reason why Enbridge couldn't have applied to the OEB to increase that charge some time between now and when it was initially set?

MS. BURNHAM:  I believe the timing of that, as we heard from the OEB, I believe it was late 2018/2019, to reverse back to the original policy, and we complied with that.  We did not come back to the Board and ask for relief on that infill policy.

MR. STEVENS:  I can advise, Mr. Elson, that, within Enbridge Gas' 2019 rate case, and I believe this is discussed in the evidence, Enbridge Gas Distribution was instructed to revert to its currently approved, or 2014-approved, approach to charging infill customers, and the OEB indicated that it was not appropriate to change CIAC, which is considered to be a rate, during the course of a deferred rebasing or an incentive regulation term.

MR. ELSON:  And I take it Enbridge's position is that you were prevented from coming back to the OEB with better evidence, you know, justifying the need to increase it, you know, explaining the impact on existing customers if you don't increase it between 2019 and up?

MR. STEVENS:  Enbridge Gas believes it followed the OEB's decision, fully expected that should it have tried again it would have been told that it was cherry-picking to try to change one rate without changing anything else.

MR. ELSON:  And --


MR. STEVENS:  And I will add to that.  It was always this rebasing proceeding was getting ever closer, and a multitude of things were being delayed or directed to this proceeding.

MR. ELSON:  Could Enbridge please undertake on a best-efforts basis to distinguish between the shortfalls that were due to the infill policy, the extra-length charge, and those that were due to the construction increases?

MR. STEVENS:  Perhaps I will ask Ms. Burnham whether, even on a best-efforts basis, this is something that we can approximate.

MS. BURNHAM:  So I am probably not the best person to ask because it wouldn't be me doing the calculations, but we can check to see on a best-efforts basis from the team that does these calculations, if they're able to do it.

MR. STEVENS:  So we can provide that undertaking, Mr. Elson, on the understanding that it may include an explanation as to how records were kept in a way that allows for anything particularly responsive.  But we will provide the best information we have.

To confirm, it is to estimate the portion of the difference between the forecast costs and the forecast revenues for 2021, 2022 and 2023 that relate to infill customers versus new connections or new developments?

MR. ELSON:  Yes.

MR. MILLAR:  The undertaking is J13.3.
UNDERTAKING J13.3:  TO ESTIMATE THE PORTION OF THE DIFFERENCE BETWEEN THE FORECAST COSTS AND THE FORECAST REVENUES FOR 2021, 2022 AND 2023 THAT RELATE TO INFILL CUSTOMERS VERSUS NEW CONNECTIONS OR NEW DEVELOPMENTS.


MR. ELSON:  Thank you.  And as Mr. Stevens just described the undertaking, the differentiation between infill customers and residential developments would roughly accord with the amount of shortfalls that are due to the extra-length charge versus the cost overruns?

MS. BURNHAM:  Yes, it should provide that differentiation.

MR. ELSON:  Okay, thank you.  I actually have some other questions on this that are in some ways more important, from our perspective.  Our understanding is that this table here tracks the actual cost of construction, but it obviously doesn't track whether the full 40-year revenue forecast will materialize because we don't know that.  Right?

MS. BURNHAM:  So, you are right, I mean, the 40 years down, if there are projects in the calculation this year or in any years prior, and we haven't hit that 40-year timeline yet, we would not know if those are achieving that.

Based on our historical knowledge, we do achieve those volumes and revenues over that time period, but moving forward, you are right, there is uncertainty.  And we can't predict what 40 years out looks like.

MR. ELSON:  And so the 2021 numbers here, just for example, they account for the actual construction costs of the projects completed in that year and the forecast revenue.

Do they also account for the actual revenues of the customers connected in 2021, that they paid into the system in 2022 and 2023?

MS. BURNHAM:  So I would say I am not the expert on the calculation.  The customer panel before us were probably more the experts, and we would have to ask them to get your response to that answer -- or question, sorry.

MR. ELSON:  Yes, I would appreciate that by way of undertaking, please.

MR. STEVENS:  Sorry, just to understand your question, Mr. Elson:  Taking 2023 as an example, are you asking --


MR. ELSON:  I think you have to take 2021 as an example, because 2023 is too recent.  And taking 2021 as an example, does it account for actual revenue in future years, such as 2022 and 2023?  Or just the forecast revenue based on the 2021 details?

MR. STEVENS:  One moment, please.  We understand the question.  We can answer by way of undertaking as to whether the column titled "PV of cash inflows" includes the forecast revenues received from customers, as well as actual revenues received from customers in the subsequent years shown in the table.

MR. ELSON:  Thank you.

MR. MILLAR:  J13.4.
UNDERTAKING J13.4:  TO CONFIRM WHETHER THE COLUMN TITLED "PV OF CASH INFLOWS" INCLUDES THE FORECAST REVENUES RECEIVED FROM CUSTOMERS, AS WELL AS ACTUAL REVENUES RECEIVED FROM CUSTOMERS IN THE SUBSEQUENT YEARS SHOWN IN THE TABLE.

MR. ELSON:  If we could please turn to Panel 10 compendium, page 9?

You will see here there is customer connections, $333.6 million for 2024?

MR. WELLINGTON:  Yes, that's correct.

MR. ELSON:  On page 10, you have $304 million, if you could turn to page 10?

MR. WELLINGTON:  Yes, I see that.

MR. ELSON:  Can you undertake to provide a table reconciling those customer connection figures between page 9 and page 10 for 2024 to 2028?

MR. WELLINGTON:  When you say reconciling just so I am clear, just explaining the difference between the values expressed in each table?

MR. ELSON:  Yes, and setting out a reconciliation table.  So you start with $304 million, and then what you add to it to get to $333 million for example, for 2024; is that something you could do?

MR. WELLINGTON:  Yes, we can do that.

MR. ELSON:  Thank you.

MR. MILLAR:  That's J13.5.
UNDERTAKING J13.5:  TO PROVIDE A TABLE RECONCILING CUSTOMER CONNECTION FIGURES BETWEEN PAGE 9 AND PAGE 10 FOR 2024 TO 2028.


MR. ELSON:  Can we turn to ADR 6, please?  And ADR-6 includes, if you scroll down, a table.  And you will see here, under the -- there is a subtotal, "customer connections", comes to $304 million; that's the number we just looked at.

But then further below, you will see a line for "UTIL meters" and then, in brackets, "(growth)", which is 16.5.  And so my question is whether the $304 million for customer connections includes meters and, if it doesn't, why it doesn't?

MR. WELLINGTON:  This is Bob Wellington:  So the purchase of meters within Enbridge Gas are all categorized as part of utilization because they are all essentially purchased at the same time.  And so we do have subclasses or programs, I should say, within our hierarchy that distinguish those meters that are purchased for the purposes of growth and those meters that are purchased for the purposes of our meter exchange program.


So they are included in the utilization asset class for the reason that they are essentially utilization assets.  But we make that distinction through the programs in the hierarchy.

MR. ELSON:  Got it.  So the 16.5, that's the number for the meters for new customers; is that right?

MR. WELLINGTON:  That's correct.

MR. ELSON:  Okay.  And those numbers, I assume, this is a capital issue, like meters are included when you calculate contributions in any new constructions for new customers; is that right?

MS. BURNHAM:  That is correct.

MR. ELSON:  Got it.  Okay.  If we could turn to Panel 10, compendium page 7, please?  And this is a follow-up question to Commissioner Duff that I would also appreciate the answer to, and just to make sure that we tie a bow on it.

Could you please undertake to provide a breakdown of the figures in table 1 on page 7 of our compendium for Panel 10, based on asset class, and also a list of the proposed depreciations for those asset classes, depreciation periods for those asset classes?

MS. DREVENY:  Sorry, Mr. Elson, when you say asset class, I think what you are referring to is the plant account that's associated, versus the asset class categorization that we use for asset management purposes, because this would all be part of the customer connections asset class in that respect?  So you are interested in whether this is going to something like services.  Is that correct?  Am I interpreting that?

MR. ELSON:  Well, whether there are different depreciation periods for the different items that make up these numbers.  So, I mean, the categorization that came to my mind was pipes versus meters, and so I'm not sure which kind of asset class that would be when we're talking about these numbers.

MS. DREVENY:  Yes.  We can provide the estimate as to how that would work at a plant account level or that asset level.

MR. ELSON:  Okay, thank you.

MR. MILLAR:  The undertaking is J13.6.
UNDERTAKING J13.6:  TO PROVIDE A BREAKDOWN FOR 2024 THROUGH 2028 OF THE AMOUNTS IN TABLE 1 FROM THE PANEL 10 PRESENTATION BY PLANT ACCOUNT, AND ALSO WILL INDICATE THE DEPRECIATION ASSOCIATED WITH EACH, OR THE DEPRECIATION PERIOD ASSOCIATED WITH EACH.

MR. STEVENS:  And, to be clear, I just want to make sure that we're answering the question that is expected.  Enbridge Gas will provide a breakdown of the amounts in table 1 from the Panel 10 presentation by -- I'm sorry, I'm forgetting what the terminology was.

MS. DREVENY:  Plant account.

MR. STEVENS:  By plant account, and also will indicate the depreciation associated with each, or the depreciation period associated with each.  And I note that may be a cross-reference to an existing undertaking that I recall Enbridge Gas has provided already.

Is it necessary for your purposes, Mr. Elson, to have this for each of the five years?  I just don't know how much work it is.

MR. ELSON:  I mean, it would be helpful.  I guess we can infer from the first year what it would be for the other five years, so that would be fine, to provide just one year if it is too onerous to provide it for the full five years.

MR. STEVENS:  Very good.  We'll do it for 2024.

MR. ELSON:  But please let us know.  If we can't infer that the proportion from one year is roughly the same for other years, then we would want the other years.  But, assuming there isn't a wide variance in the proportion of the breakdown in asset classes, we're fine with one year.

Is that acceptable, Mr. Stevens?

MS. DREVENY:  So 2024 would be a proxy for all the years.  So I agree that it would be correct to provide it for that and you could apply the same logic all the way out to 2028, Mr. Elson.

MR. ELSON:  Thank you.  I can't recall if we had a number already for this.

MR. MILLAR:  I believe it's J13.6.

MR. ELSON:  Thank you.  Now, this table -- this is another question.  I apologize.  We have a bit of overlap between the previous panel on this.  You know, we may already have this by way of undertaking, but I believe there are some capital costs that are really customer connection costs that aren't included in this table; as we confirmed, you know, meters.

Could you update this table to include meters and any other capital connection costs that are not included in the table?

MR. STEVENS:  Ms. Dreveny, is that something that can be done?

MS. DREVENY:  Yes, I think we can undertake to provide that.  I think it is essentially just the meters that are missing.

MR. MILLAR:  The undertaking is J13.7.
UNDERTAKING J13.7:  TO UPDATE THE TABLE TO INCLUDE METERS AND ANY OTHER CAPITAL CONNECTION COSTS NOT CURRENTLY INCLUDED.


MR. ELSON:  Thank you.  One last undertaking request:  Could you provide the average cost to connect a residential customer, broken down by the direct connection costs, the indirect overheads, and the normalized reinforcement costs, for the latest year that that information is available.

MR. STEVENS:  Having sat through the last panel and heard a lot of discussion, I'll start with normalized reinforcement costs.  I thought it was quite clear that those were used for the purposes of forecast, but are not actually a cost for the current customer.  In other words, they are used for feasibility, but they are not part of the 2024 capital costs because they are representing costs from prior years.  So I don't think those would be included.

MR. ELSON:  I don't think they are included in this table, no, Mr. Stevens.  I'm just --


MR. STEVENS:  But they are also not included in the cost to connect the customer, Mr. Elson.

MR. ELSON:  They are included in the contribution in aid of capital.

MR. STEVENS:  Yes, they are.

MR. ELSON:  And so that's why I'm trying to get a break-out --


MR. STEVENS:  With respect, Mr. Elson, I don't think that's a fair comparison.  The witnesses in the last panel -- we had a lot of discussion on this and I'm not sure these witnesses are the folks who can answer the cost per customer that you are asking about anyway -- but we had a lot of discussion with the last panel that the prior costs are included for feasibility, but they are not in any way, shape, or form part of the 2024 budget.

MR. ELSON:  Well, I mean, I don't know if any panel member could answer this off the top of their head.  What we're looking for is an undertaking to provide the breakdown, just average cost for a residential customer, latest year available, and it is further to the contention that there is some sort of, you know, double payment if a customer has less of a horizon and is still paying normalized reinforcement costs.

I'm just trying to determine -- we don't agree with that, but I am trying to get a breakdown.  I think it would be helpful, on the record, to have that clearly broken down, what are the direct connection costs, indirect overheads, and normalized reinforcement costs for a typical residential customer.  We would appreciate that by way of undertaking.

MR. STEVENS:  Enbridge Gas can provide the first two of those items.  Enbridge Gas does not agree that it's appropriate to indicate the past costs that are already part of rate base as being somehow tied to the current costs to connect a new customer.  And we believe it would be misleading to add that to the record.  I don't think it is particularly helpful for us to add all the caveats that would be necessary as we're answering the questions so, you know, we are in the OEB's hands, but our view is that that's not an appropriate request.

MR. MORAN:  So, Mr. Stevens, I think I understand your concern.  In the context of the undertaking, if you were to look at what's included in the capital budget for 2024, in response to the undertaking, I assume you would just put zero for the normalized reinforcement costs.  Correct?

MR. STEVENS:  We might, but I think we would then hear from Mr. Elson [audio dropout]

MR. MORAN:  Right.  And then, perhaps, in terms of what you use for the feasibility study, there is a cost component associated with the normalized reinforcement costs, and perhaps you could just provide that separately on the basis that it's only used for the E.B.O. 188 feasibility analysis.  And then people will do what they do with that.

MR. STEVENS:  We can do that.  Of course, we'll provide whatever explanation that we think is appropriate, but, to be clear, our answer will indicate the average cost to connect a new customer, broken down between direct costs and indirect costs, and will also indicate the amount of --


MR. MORAN:  Normalized reinforcement costs.

MR. STEVENS:  The amount of normalized reinforcement that is indicated for a typical customer in the feasibility determination for that customer.

MR. MILLAR:  J13.8.
UNDERTAKING J13.8:  TO PROVIDE THE AVERAGE COST TO CONNECT A RESIDENTIAL CUSTOMER FOR THE LATEST YEAR AVAILABLE BROKEN DOWN BY DIRECT CONNECTION COSTS, INDIRECT OVERHEADS, AND INDICATE THE AMOUNT OF NORMALIZED REINFORCEMENT INDICATED FOR A TYPICAL CUSTOMER IN THE FEASIBILITY DETERMINATION FOR THAT CUSTOMER.

MR. ELSON:  Thank you.  I have some questions regarding hydrogen and the two projects that you have in your utility system plan for hydrogen.  One of those is Phase 2 of the hydrogen blending pirate -- pilot, not pirate -- and the other is the hydrogen feasibility study.  Is that right?

MR. WELLINGTON:  Yes, that's correct.

MR. ELSON:  And, starting with Phase 2 of the hydrogen blending pilot, that's $2 million in spending in 2024 and then $9 million by the end of 2025.  Sound about right?

MR. WELLINGTON:  That sounds about right.

MR. ELSON:  And that's going to be subject to a leave to construct application.  Right?

MR. WELLINGTON:  Yes, we believe it is.

MR. ELSON:  And I take it the appropriateness of that investment is best left to the leave to construct application, and a rebasing decision from Enbridge's position doesn't prejudice the arguments that we can make in that leave to construct application?

MR. STEVENS:  Agreed.  The leave to construct application will stand on its own, and Enbridge Gas is not asking for any predeterminations from the OEB about LTC projects that are included in the capital planning.

MR. ELSON:  That's helpful, thank you, Mr. Stevens.

If we could turn to page 27, and there is reference here to the hydrogen feasibility study.  And the cost there is -- sorry, page 27 of our compendium for panel 11.  And at the top row here, we have 2024 spending of $5.8 million and then $15.5 million by, I believe it's by 2025.

MR. WELLINGTON:  Yes, I see that.  That's correct.

MR. ELSON:  Now this is not subject to leave to construct, is it?

MR. WELLINGTON:  That is correct.

MR. ELSON:  Are you seeking approval of this project?

MR. STEVENS:  I think it's fair to say, Mr. Elson, that Enbridge Gas has provided its most up-to-date capital forecast as to how it would spend the capital envelope.  Within that, Enbridge Gas is not seeking specific approvals of specific items.  And, you know, Enbridge Gas would not be planning, for example, to come back to the OEB and indicate how it's deviated from its capital plan every year and ask for approvals that way.

Again, it's a capital envelope, that it would be approved as part of this proceeding from Enbridge Gas's perspective.

MR. ELSON:  Can you describe at a high level what this hydrogen study is going to do?

MR. STEVENS:  I think to be fair, Mr. Elson, Ms. Teed Martin is the witness who is closest to this.  And she provided, I think, a fair bit of evidence about it.  And we tried to indicate that she is the person who can answer questions about this.

MR. ELSON:  That's fair.  I didn't hear anything in her description about pipes going in the ground.  And so it seems to me like this is more of research development versus capital.  I don't see how it fits, in this context.

Maybe I can ask a specific question:  I mean, when does this come into service?

MR. ELSON:  I don't know, Mr. Elson, whether you were able to listen in when Mr. Brophy was asking questions yesterday, but I believe the same question was asked as to why this would be treated as a capital project or a capital expense.  And reference was made to a Pollution Probe undertaking or interrogatory which answers that. It would be on yesterday's transcript.  I am sorry, I don't have it in front of me.

MR. ELSON:  Yes, I believe that is 2.6 --


MR. STEVENS:  But I believe Ms. Dreveny may be able to point you to it.

MR. ELSON:  I believe that is 2.6-Pollution Probe-37.  And it didn't quite resolve the issue, in my mind, and so let me ask the question:  When does this project come into service?

MS. DREVENY:  I believe it would come into service once the study is complete.  And I guess to elaborate a bit on the comments and the exchange with Mr. Brophy yesterday, it is the expectation that coming out of the study it may result in some specific specifications to alterations to the pipelines.

If that is not the outcome of the study, then we would treat it in line with our capitalization policy and would expense this, if required.  But, for the time being, it is being tracked as a capital project.

MR. ELSON:  So it may never come into service if you are never putting pipes in the ground; is that what you are saying?

MS. DREVENY:  It would depend on what the outcome of the study is.

MR. ELSON:  And it would get added to rate base if the outcome of the study is we are going to make some adjustments to our system, but it wouldn't get added to rate base, otherwise?

MS. DREVENY:  That's correct.  If the results of the study don't present anything in terms of modifications to specific portions of the system, then we would expense the study.

MR. ELSON:  And now I understand that the study focuses on all customer types including residential, commercial, and large industrial.

Could you undertake to let us know how much of the $15.5 million could be saved if the study was focused on use of hydrogen in high concentrations, up to a hundred percent for industrial and other hard-to-decarbonize sectors?

MS. DREVENY:  Sorry, we are just going to confer for a moment.

MR. STEVENS:  Mr. Elson, I think it's fair for this to be taken away in writing and answered.  The folks who can best answer the question are not on this panel.

Again, we will learn in that answer how divisible the study is and the reasons why Enbridge is proceeding with the study, but I understand the request, which is to indicate what portion of the hydrogen study cost would be avoided if it was focused on large customers.

MR. ELSON:  Thank you.

MR. MILLAR:  That's J13.9.
UNDERTAKING J13.9:  TO ADVISE HOW MUCH OF THE $15.5 MILLION COULD BE SAVED IF THE STUDY WAS FOCUSED ON USE OF HYDROGEN IN HIGH CONCENTRATIONS, UP TO A HUNDRED PERCENT FOR INDUSTRIAL AND OTHER HARD-TO-DECARBONIZE SECTORS.


MR. ELSON:  Is Enbridge open to involving stakeholders in the development of the questions that will be posed and answered in this study process and to comment on a draft report?

MR. STEVENS:  Again, I regret that these questions weren't asked of the hydrogen panel.  But we will answer that in writing, Mr. Elson.

MR. MILLAR:  J13.10.
UNDERTAKING J13.10:  TO ADVISE WHETHER ENBRIDGE IS OPEN TO INVOLVING STAKEHOLDERS IN THE DEVELOPMENT OF THE QUESTIONS POSED AND ANSWERED IN THE STUDY PROCESS.

MR. ELSON:  Mr. Chair, I may need to raise a preliminary issue in the future in relation to an undertaking response filed yesterday evening.  I am trying to resolve that issue with Mr. Stevens but, for the present purposes, those are my last questions for this panel and actually likely for the oral hearing -- although depreciation is coming up and it is very important to us, based on the evidence and the questions that Mr. Poch will be asking, I do not need to ask questions for the depreciation panel.  So those are my questions for this panel and for the oral hearing.  Thank you.

MR. MORAN:  Thank you, Mr. Elson.  Next up is CCC, Ms. Girvan.
Cross-Examination by Ms. Girvan:


MS. GIRVAN:  Thank you, good morning, panel.  I am Julie Girvan, and I am a consultant to the Consumers Council of Canada.  And I just wanted to let you know I will be much less than my predicted time.

I have read through the transcripts and have answers to a lot of things that we were planning to ask about, so I am just going to focus on a few things.

Now, yesterday -- if we could pull up the SEC compendium, please?  And Mr. Rubenstein took you through a series of numbers on Monday, I guess it was, and I am just trying to get my head around the sort of final numbers that you are seeking approval for in this case.  So if you could turn to page 3 of the compendium, please?  If we scroll down a little bit further?  Thank you.

I just wanted to confirm that what Enbridge is seeking approval for with respect to rate base.  And is it the $15.6 billion for 2023 and the $16.2 for 2024?

MR. VINAGRE:  Jason Vinagre here.  Yes, that's correct.

MS. GIRVAN:  Okay, thank you.  And those numbers, it looks like they do include the Dawn to Corunna project.  Is that fair to say?

MR. VINAGRE:  In this exhibit, yes, they do include the Dawn to Corunna.

MS. GIRVAN:  Okay, thank you.  And do they include the PREP?

MR. VINAGRE:  This exhibit and these numbers, no, that does not include the PREP amounts.

MS. GIRVAN:  Okay, thank you.  So Enbridge is seeking approval for the PREP project separately from the rest of the rate base.  That's a separate request that would go into rate base later?

MS. DREVENY:  Enbridge is requesting a levelized approach for the PREP project should the leave to construct be approved.

MS. GIRVAN:  So it wouldn't technically go into rate base until 2029.  Is that the proposal?

MS. DREVENY:  No, I don't believe so.  It would go into rate base in 2024 if the LTC were approved.

MR. DILLON:  Ms. Girvan, perhaps I can help.  It would go into rate base from the perspective of calculating earnings sharing over the next IRM, but it would not go into rate base for the purposes of rate-making.  The recovery would be through the levelized rate.

MS. GIRVAN:  Okay.  Okay, I think I understand.  If we could turn to page 6, please, of the compendium.

And, again, I'm just trying to confirm the numbers that you are actually seeking approval for.  I believe it is $1.6651 billion for 2024 and $1.450 for 2023, and that's the utility capital expenditures by asset class.

MS. DREVENY:  These are the numbers that are inclusive of PREP.  So I think I'd go back to my previous statement.  We are seeking approval for the expenditures, I think, that are shown on the table previous to this.  This would be the expenditures if you also included PREP and the LTC was approved.

MS. GIRVAN:  And does it also include the Dawn to Corunna project?

MS. DREVENY:  Yes, it is included in the expenditures here.

MS. GIRVAN:  So this is the whole package of what you are seeking approval for?

MS. DREVENY:  It is the total including PREP, yes.

MS. GIRVAN:  Okay.  All right, thank you.  And when do you expect -- I think we were talking about this this is morning -- when do you expect final approval of the PREP?  What stage is that project in with respect to the leave to construct?

MS. DREVENY:  I think we have refiled the leave to construct.  I believe that was on June 16th.  I'm not aware of the actual timing of when we would expect approval, sorry.

MS. GIRVAN:  Okay.  And can you help me understand, with respect to your AMP, what specific approvals are you seeking with respect to the AMP?  Is there anything specific?  Or is it just the input to the capital budget that you are seeking approval for?

MR. WELLINGTON:  This is Bob Wellington.  Yes, I mean, the asset management plan helped establish the basis for the need for the capital investment, so I don't believe there is any specific approval given for the asset management plan in and of itself.  But it is, as you described, an input to help support the capital, the need for the capital, that we've set forth in this application.

MS. GIRVAN:  Okay.  All right, thank you.  So could you please turn to -- this is a follow-up from Mr. Rubenstein's cross -- SEC compendium page 17.  And if you could scroll down.

So, I look at the column under 2024, and it refers to the RNG expenditures of $94.6 million.  And, from what I understand, the original cost was $33 million.  Can you explain the variance to me.

MS. DREVENY:  Sure.  I don't have the specific set of project level with me, but, in large, this is due to a revised forecast for what the expectation is for the RNG projects.

MS. GIRVAN:  So...?

MS. DREVENY:  So we've received some new projects that are now included in the forecast for 2024 for that.

MS. GIRVAN:  To attach RNG to the system?  Is that...?

MS. DREVENY:  They are customer-driven RNG projects.

MS. GIRVAN:  Okay.  And, between October and June, you've had an addition of $60-some million?

MS. DREVENY:  Yes.  There were a lot of revisions to the RNG fees.

I'll add, too, though, Ms. Girvan, this is the capital expenditure view.  I think, from an in‑service perspective, we are not expecting all of these to be complete in 2024.  So a large part of this would go into service in 2025.

MS. GIRVAN:  All right, thank you.

MR. STEVENS:  If I may, Ms. Girvan, just before we move on.  You had asked about the timing for the PREP project.

MS. GIRVAN:  Yes.

MR. STEVENS:  We looked up the procedural order and we can advise that the OEB is currently contemplating that final submissions would be late in November.  So, based on that, we would expect an OEB decision perhaps sometime in the first quarter of 2024.

MS. GIRVAN:  Okay, thank you for that.  Could you turn, please, Ms. Adams, to undertaking JT4.25.  Thank you.  And if you could scroll down.

So, from what I understand, the impact of your 2024 capital budget impacts the revenue requirement by $10 million.  Is that correct?  It actually says that under the table, if we can scroll down just a touch more.

MR. VINAGRE:  Yes, that's correct.  Jason Vinagre here.  This is in regard to the forecast of total in-service projects for 2024 and the associated revenue requirement impact.

MS. GIRVAN:  Okay.  So, of the $1.6 billion that you are proposing in capital expenditures for 2024, the impact of that is $10 million on your revenue requirement?

MR. VINAGRE:  That's correct, in the sense that, if removed from revenue requirement, it would increase.  Sorry; if not included, would increase revenue requirement.

MS. GIRVAN:  Okay.  So what is the $10 million?

MR. VINAGRE:  The $10 million is the combined revenue requirement of all the components returned on rate base, opex, and implications of income tax.

MS. GIRVAN:  Okay.  So, if you can help me understand this, normally, large increases in capital budget results in quite a significant impact on the revenue requirement.  Why is that not the case in 2024?

MR. VINAGRE:  What this really comes down to is all-around timing of in-service on projects -- and, in particular, large ones, as well -- that, later in the year that they go into, they are only partially rate base–affected.  And ultimately offsetting that is the favourable sufficiency related to income tax and CCA benefit.

MS. GIRVAN:  Okay.  So, in subsequent years, the impacts on earnings could be significant.

MR. VINAGRE:  The revenue requirement in years subsequent to in-service will be fully affected, yes.

MS. GIRVAN:  Okay.  Okay, thank you.  So there are parties, I suspect and I think we heard Mr. Elson talk about this, that would be seeking reductions in your capital budget for 2024. And I am just wondering what the impact would be on the revenue requirement.  Say, for example, if the capital budget approved is $1.2 billion, what's the impact on the revenue requirement for 2024?  Would it change much?

MR. VINAGRE:  Jason Vinagre here:  Depending on which projects, it would be within this $10 million impact.

MS. GIRVAN:  Okay.  So something less than $10 million?

MR. VINAGRE:  If it was only a partial reduction.

MS. GIRVAN:  Okay.  Okay, thank you.  And I guess the full impact of the capital spending proposed in 2024 to 2028 wouldn't be seen in rates until 2029; is that correct?

MR. VINAGRE:  That's a fair statement.  We would be bringing forward the residual net book value of the projects that went into service in the base year.

MS. GIRVAN:  Have you done any analysis in terms of determining the impact on the 2029 rates of your capital budget through the rate plan term?

MR. VINAGRE:  We have not, at this point.

MS. GIRVAN:  Do you have any sense of magnitude?

MR. VINAGRE:  I don't believe I can answer that, on the spot.

MS. GIRVAN:  Okay.  Okay, thank you.  So one of the things that I am trying to do is sort through your capital update.  It is a little confusing.  And we had a capital forecast in October, and we had an update in March.  And then you filed your update on July 6, I believe.  Is that correct?

MS. DREVENY:  I think the capital update, just that piece of evidence, was June 16.

MS. GIRVAN:  Okay, sorry.  I see.  I am mixing up my dates.  The July 6 date was when you updated further interrogatories and undertakings.

MS. DREVENY:  Yes, that's correct.

MS. GIRVAN:  Okay.  So once we were had that update, a number of parties wrote to the board, to the Registrar, seeking updated interrogatories.  And I did that on June 21.

And if we could turn that up?  I sent this letter, our letter to -- yes, this is it.  If you could please scroll down, to the next page, please?  Okay.

So one of the updates that we were requesting was appendix A of Exhibit 2, tab 6, schedule 6.  And that provides investment descriptions for all projects greater than $10 million.  And when Mr. Stevens filed the update on July 6 -- if we could actually turn up that letter?  There's a footnote.

So if we keep scrolling down -- sorry.  Down below, it says:
"Enbridge Gas has provided an updated list of projects for which the investment is greater than $10 million, starting at page 60.  Updates to tables and figures have been included within exhibit CCC 71, attachment 1."

So if we could turn again to the compendium found at
-- Mr. Rubenstein's compendium?  And at page 204 and 205, we see the summary.

So we had asked for appendix A, which sets out investment summary reports for every one of the projects that you provided in the October filing.  We had asked for that to be updated, and this is what we got, instead.  And these are the new projects, based on the update.

So would you agree with me that's what you provided?  You didn't provide the investment summary reports for these new projects?

MR. WELLINGTON:  Yes, Ms. Girvan, that's correct.  We started down the path of updating the summary reports.  They are quite manual-labour intensive.  And given the volume of information we were trying to process and pull together for this, we were unable to complete all the appendix A updates in time to submit all the updated evidence.  So we attempted to fill in the void by presenting this table, and to present some of the new projects.  And some of these are existing projects, as well, but really reflect the changes.

MS. GIRVAN:  So some of the new projects don't have investment summary report evidence?

MR. WELLINGTON:  Not at this time.

MS. GIRVAN:  Okay.  Can we get those?

MR. WELLINGTON:  We can.  We have actually -- in anticipation we may be asked, have started working through, updating the appendix A.  So we are very close to having it complete, and we should be able to submit it.

MS. GIRVAN:  Okay.  Could we get that filed, please?

MR. STEVENS:  To confirm, Ms. Girvan, the undertaking will be to provide investment summary reports for the new projects over $10 million included within the capital update?

MS. GIRVAN:  Yes.  And I think -- I suspect that some of the investment summary reports for the projects you are pursuing are outdated, as well?

MR. WELLINGTON:  Yes, some of them are likely outdated.  So we can -- we will certainly make sure that they are updated to reflect current forecasts and information.

MS. GIRVAN:  Okay.

MR. MILLAR:  The --


MR. STEVENS:  Sorry, just to finish on this.  And Mr. Wellington, I recall we have a deadline of August 14 for undertakings.  Is this something that can be done within that time frame?

MR. WELLINGTON:  Yes, it can.

MR. STEVENS:  Thank you.

MR. MILLAR:  It is J13.11.
UNDERTAKING J13.11:  UNDERTAKING TO PROVIDE INVESTMENT SUMMARY REPORTS FOR THE NEW PROJECTS OVER $10 MILLION INCLUDED WITHIN THE CAPITAL UPDATE

MS. GIRVAN:  Okay.  Thank you very much, for that.

Now, in this summary table, could you provide a list of the projects that are new?

MR. WELLINGTON:  Yes, we can.

MS. GIRVAN:  Okay, thank you.  And could you also provide a list of the projects that have been removed and why they have been removed?

MR. WELLINGTON:  Subject to check, I believe we can, yes.

MS. GIRVAN:  Okay, thank you.

MR. MILLAR:  Is that a new undertaking?

MS. GIRVAN:  Yes it is, thank you.

MR. MILLAR:  J13.12.
UNDERTAKING J13.12:  TO PROVIDE A LIST OF THE PROJECTS IN THE SUMMARY TABEL THAT ARE NEW, THAT HAVE BEEN REMOVED, AND WHY THEY HAVE BEEN REMOVED.


MS. GIRVAN:  Thank you.  And I guess there is one more request:  I am looking at this again and what I am really looking for is just some further evidence on what you are actually seeking approval for.

So would it be possible to amend this table or provide an additional table setting out the 2023 and 2024 spending associated with these projects?

MR. WELLINGTON:  Yes.  So just so I am clear, if it were acceptable to you, we would simply add a couple of columns and identify --


MS. GIRVAN:  Exactly.

MR. WELLINGTON:  -- the 2023 and 2024 expenditures.  Yes.

MS. GIRVAN:  Yes.  So in the same format as D and E, so you could do -- I think it would be four columns?  So 2023, 2024, both For D and -- like, in the same format as D and E?

MR. WELLINGTON:  Certainly.

MS. GIRVAN:  Okay, thank you.

MR. MILLAR:  And I take it that is a new undertaking, not part of the old one?

MS. GIRVAN:  Yes.

MR. MILLAR:  J13.13.
UNDERTAKING J13.13:  TO IDENTIFY 2023 AND 2024 EXPENDITURES IN THE TABLE.


MS. GIRVAN:  Okay, thank you.  Now just a quick -- I think a correction from yesterday:  Mr. Brophy asked for an undertaking related to the projects and identifying, I think, which were mandatory and, et cetera.  I think it was 12.2.  And he referred to 3,087 projects.  It is my understanding that the number is now 3,400; is that correct?

MR. WELLINGTON:  Yes, it is about 3,400.

MS. GIRVAN:  So I guess I just wanted to correct that undertaking that was requested yesterday, 12.2.

MR. WELLINGTON:  Sure.  All of the investments that are in the updated capital evidence, we can provide that.  So I believe that's the right number.

MS. GIRVAN:  Okay.  Okay, thank you.  I am looking at this table, and there is just a couple of clarifications I would like to get.  So I look at number 5, line 5 and it says, "Lakeshore replacement, Cherry to Bathurst", And it says, "2022 in-service date."  Why is that included in the table?

MR. WELLINGTON:  So this is actually -- and that is probably a correction that will need to be made.  This is actually part of the KOL NPS 20 replacement from Cherry to Bathurst.

And so, due to construction delays, a portion of the project was deferred into 2023.  So it is in execution, right now.  And so that piece would be going into service in 2023, but it was not updated in this table because the original planned in-service date for the entire project was 2022.

MS. GIRVAN:  Okay.  And I think there is another one on this table, if we can scroll down a little bit further.  I think it's at the end.  Yes.  And this is why I was confused.

This is the hydrogen feasibility study and it says 2022.  And this is what you were just talking to Mr. Elson about, so I suspect that date is wrong, too.

MR. WELLINGTON:  It probably is.  It may just be the nature of the fact of how the investment is entered in Copperleaf, because it is a bit of a unique investment.  They just selected 2022 as an in-service date and it has not been updated.  So we will correct that one, as well.

MS. GIRVAN:  Okay.

MR. WELLINGTON:  And we will ensure that we have gone through this and ensure that any corrections are included in the update.

MS. GIRVAN:  Okay.  So we referred earlier to your capital expenditures for 2023.  It is $1.45 billion.  That's correct?

MS. DREVENY:  I think that's the number inclusive of PREP.

MS. GIRVAN:  Okay.  And could you provide an update of where you are with capital spending for 2023 to date?  Have we seen that?

MS. DREVENY:  Our year-to-date actual spend?

MS. GIRVAN:  Yes.

MS. DREVENY:  I believe so, yes, we could provide that.

MS. GIRVAN:  And can you provide details around that?

MS. DREVENY:  I guess -- what level of detail would you be interested in?

MS. GIRVAN:  By project?  Well, I guess whatever level of detail you could provide would be helpful.

MR. STEVENS:  Ms. Girvan, are you seeking sort of spend-to-date by asset category?

MS. GIRVAN:  Sure, that would be helpful.

MR. STEVENS:  Is that something that's possible?

MS. DREVENY:  Yes.

MR. MILLAR:  So that's J13.14.
UNDERTAKING J13.14:  TO ADVISE SPEND TO DATE BY ASSET CATEGORY.

MS. GIRVAN:  And, can you help me -- just in the absence of seeing that, can you help me -- do you know exactly where you are?  Do you have any idea if you're on course, you're not on course?  You think you're going to meet your budget, you don't think you're going to meet your budget?

MS. DREVENY:  Oh, I think we're going to meet our budget.  Sorry, I'm just -- I don't have the exact numbers with me today, but definitely, we do do monthly reporting so we can report on where we are year-to-date, and it is possible to provide it at the asset class.

MS. GIRVAN:  Okay, great.  Thank you.

MS. DUFF:  So, Ms. Girvan, just to interrupt, if the undertaking is due by August 14 or, whatever the date is, what month do you think you'd have that as of?

MS. DREVENY:  By August 14, I think we could provide year-to-date July.  We're just now starting our month-end process for the month of July.

MS. DUFF:  Are you in any rush for that, Ms. Girvan, or could you wait until they have end of July?

MS. GIRVAN:  I guess as soon as possible would be helpful.

MS. DUFF:  Okay.  Well, then...


MS. DREVENY:  If it's as soon as possible, then we'll provide you with June.

MS. GIRVAN:  Yes.  Okay, thank you.  So I think it was you, Mr. Sanders -- or Mr. Wellington, I can't remember -- I think it was yesterday or the day before, talked about --

MR. MORAN:  Ms. Girvan, sorry, is this a good time for the morning break?  Are you moving on to a new point?

MS. GIRVAN:  Oh, sure.  Yes, thank you.

MR. MORAN:  We will resume at 11:15.
--- Recess taken at 10:59 a.m.

--- On resuming at 11:18 a.m.

MR. MORAN:  Ms. Girvan.

MS. GIRVAN:  Thank you.  Panel, I was just reflecting on some answers that you gave me regarding the undertaking JT4.25.  And I am just trying to understand the revenue requirement impacts of your capital spending.  If we could turn that up again, just to go back to that?

So could you provide me, provide the 2023 revenue requirement which assumes all your capital additions in 2023?  And the 2024 revenue requirement, re-cast, assuming all the 2023 planned additions.  Can you provide that?

MR. STEVENS:  So to be clear, Ms. Girvan, you are asking what table 3 would look like for 2023?

MS. GIRVAN:  Yes.

MR. STEVENS:  And then also what is the revenue requirement impact 2023 capital additions on 2024 revenue requirement?

MS. GIRVAN:  Yes.

MR. STEVENS:  The second part of that, I think is perhaps possible.  The first part of it, and I am not sure how it would work, given that Enbridge Gas is in a deferred rebasing period and there is -- I mean, there is a decoupling, of course, of the costs and the revenue requirement for 2023.  So the revenue requirement in 2023 really has no direct bearing -- or isn't directly influenced by the capital spend in 2023.

MS. GIRVAN:  Can you assume that you were in a cost of service, that would be, for 2023?

MR. STEVENS:  I will ask the witnesses, I guess, on each of those two requests, whether it is something that can be done.

So starting with, in 2023, capital expenditures, is it possible to indicate what the revenue requirement would be on a standalone basis from those expenditures during 2023 [audio dropout] or --


MR. VINAGRE:  Jason Vinagre here:  I would just like to clarify.  And when we speak to capital expenditures I think what we are trying to say [audio dropout] -- in-service additions?

MS. GIRVAN:  Yes.  Sorry, that's correct.

MR. VINAGRE:  Okay, if we could confer for one moment, please?  Jason Vinagre here again:  On a best-efforts basis, we can undertake to investigate what it would mean, pulling together and segregating out the 2023 in-service additions, in 2023.

I believe it would be a difficult exercise to segregate and isolate 2023 additions, I guess fully affected in 2024 revenue requirement.  But we will also take that away to discuss whether or not it is possible, and what level of effort.

MS. GIRVAN:  Okay.  Yes, because I am just trying to understand the sort of impact on the revenue requirement of these different capital spends.

MR. VINAGRE:  Understood.

MS. GIRVAN:  Thank you very much.

MR. MILLAR:  That is J13.15.
UNDERTAKING J13.15:  TO REVIEW UNDERTAKING JT4.25 TO CLARIFY REVENUE REQUIREMENT FOR 2023 AND 2024 ON A STANDALONE BASIS


MS. GIRVAN:  Okay, I just have a few more questions, panel.  So you have today -- you have and we are going to get the updated investment summary reports; you have a number of projects and in-service additions in 2024.

Now you described, I think it was you, Mr. Sanders, as the process is fluid; I think those were your words, I am not sure.  And I am just wondering, if we look at that list today, what actually happens in 2024?  Is it close to what you are predicting today?  Or does that change considerably, moving forward?

MR. WELLINGTON:  Hi, Ms. Girvan, it is Bob Wellington:  So I would say it is our best guess given the information we have today, it is our plan.  So, you know, where we are in some cases directing resources right now so that we can execute that plan in 2024.  So I am not sure if I can fully answer your question.

I mean, you know, back to the comments made earlier about fluidity and, you know, the fact that things do change and we have to respond to those changes.  But with respect to the specific investments that we have laid out, those are the investments that we intend to execute.

And maybe I will just add to that:  As part of your capital update, one of the first steps was really re-engaging with all of the stakeholders within the business to make sure that nothing had changed with the investments; if there were changes, we incorporated them into the updated capital forecast.  And that includes perhaps investments that may not go into service next year, for various reasons.  Investments have changed in cost and other such things, so we have, I would say, good assurances that what is in the plan now is as accurate as it can be.  And it is our full intention to follow through and execute that plan.

MS. GIRVAN:  Okay.  So you have a plan, but is it correct, what Mr. Stevens said, is essentially what you are looking for from the Board is an envelope number?

MR. WELLINGTON:  I guess it would be agreement that the investments that we have described in the asset management plan and strategies that support those investments are in the best interest of ratepayers, and make sense in terms of Enbridge being able to meet its compliance requirements, service requirements and maintain our safety and reliability.

MS. GIRVAN:  Okay.  So, if for example, let's just say for example there is a number of projects that you propose today that don't go forward in 2024, to say for various reasons, whether it's supply chain or whether it's need or any of those reasons, do you simply look for other projects to move up from other years?

MR. WELLINGTON:  Not typically, no.  I would say one consideration is that we try to manage our forecast over multiple years.  So if we know a project is going to be deferred, for example, and we know we are going to have new cost pressures in that following year, that will create a bit of snowplough effect, so it will bleed into the next year and the next year.  And so we are constantly trying to manage what the future might look like.

So if we can avoid for example, you know, exceeding the target forecast for the following year by way of -- you know, if we understand what the variance would look like because of a deferral, if there are things that we can balance by pulling ahead, we will look at that as an option.  But it is really -- it is really the intent is to try to manage the total forecast, year over year, to the targets we have set out.

MS. GIRVAN:  Okay, thank you.  Now at the end of the day, if this Board made a determination that your -- a reduction in your capital spending was warranted, can you explain to me the process that you would go through to respond to that decision?  And I am thinking, do you go back to what is set out in the AMP with respect to Copperleaf?  Or how do you go about potentially managing an adjustment like that?

MR. WELLINGTON:  I mean, it would start with understanding -- I would have to understand what is the magnitude of the adjustment.  And, you know, depending on the magnitude, it might be a simple matter of looking at it at an investment level.

If it is substantial, as Mr. Sanders alluded to yesterday, it would be a very different discussion, and longer -- a longer process to understand how we are going to run our business and be successful at the end of the day.  So I would have to understand, you know, the order of magnitude that we're describing when we say, you know, a reduction in permitted capital.

MS. GIRVAN:  Okay, thank you.  And just one last area; it is related to this, too.  You went through a discussion with Mr. Rubenstein about your Copperleaf and about how you manage your projects, and you talked about the $ 1.2 billion figure and I think you said you can't achieve safe, reliable outcomes with a budget of less than $1.2 billion.

And I'd like to have a better understanding of what that $1.2 billion means and how it was derived.  How did you come to that number?

MR. WELLINGTON:  Sure.  And I'll save the exercise of pulling up.  I think you probably looked at our optimization section within the AMP.

MS. GIRVAN:  Yes.

MR. WELLINGTON:  We referenced it yesterday, so I'll save us that step.

So, first of all, I just wanted to confirm that the #1.1 billion that was discussed yesterday was the value --


MS. GIRVAN:  Sorry, 1.2.

MR. WELLINGTON:  Okay.  Well, there were two numbers.

MS. GIRVAN:  Okay.

MR. WELLINGTON:  And I think you mentioned 1.1 a moment ago, and you did say 1.2, as well.  So the 1.1 was relating to the dollar value.  It was an example actually provided.  So basically our exact words were:
"Forecasts that were less than $1.2 billion, for example, $1.1 billion, caused the optimization to fail."

So, in other words, we couldn't complete all of our fixed-timing work within that dollar value.  Whereas, with 1.2, there was enough space to complete all of our fixed-timing work, as well as some of the value-driven work that contributes to safety and reliability.

MS. GIRVAN:  I'm just wondering, so the 1.2 sort of pops out of the modeling.  Is that how that works?

MR. WELLINGTON:  No, sorry.  And, yes, that's fair; I didn't answer your question in full.  So it is an iterative process and, again, it is outlined in those couple of pages within the asset management plan, but, essentially, I believe we started out at about $1.4 billion and then we worked down.  I think we did about four iterations; 1.1 was the lowest, and that was the point at which we failed.  So we found that, at1$.2 billion, we were able to successfully achieve all of our fixed-timing work, as well as the value-driven work which we feel is necessary to maintain our safety and reliability.

MS. GIRVAN:  Okay.  Thank you, those are my questions.  Thank you, panel.

MR. MORAN:  Thank you, Ms. Girvan.  Up next, Federation of Rental-housing Providers of Ontario, Mr. Quinn.
Cross-Examination by Mr. Quinn:


MR. QUINN:  Thank you.  Good morning, Commissioners, and good morning to the witness panel.  I'm Dwayne Quinn and I'm here on behalf of FRPO.

Now, I want to make sure there is no confusion in our compendia because we had submitted a compendium early yesterday morning, but then read the undertakings last night, so our compendium 2 is what I would like to have filed on the record, and it is actually dated August 2, as opposed to August 1.  And I've advised and worked with Ms. Adams and she has it on the screen now, so I would make it an exhibit number, Mr. Millar.

MR. MILLAR:  K13.1.
EXHIBIT K13.1:  FRPO COMPENDIUM FOR PANEL 11.


MR. QUINN:  Thank you.  Now, I believe my initial questions -- and we're going to talk about Dawn-to-Parkway capacity and where we left off with the Dawn-to-Parkway risk panel, panel 7, I believe, with Ms. Mikaila.  So I believe, Mr. Clark, I want to ask you these questions, but feel free, anyone on the panel.

Just to provide context, we had provided a copy of Exhibit 4.7-FRPO-169, which is found on page 1 of our compendium; page 2, technically, of the compendium.  This is FRPO 169 and the table is in the attachment which is later in the document.  Thank you, Ms. Adams.

So what we were trying to do, for context, was to trace what happened during the IRM period after the rebasing of 2013, to have a view to what would have happened, or could have happened, if the company had rebased in 2019.  And, out of that, is there, or should there have been, a base rate adjustment in terms of Dawn-to-Parkway costs related to the PDO.

But, in doing so, we got stuck on this line 4 called "Other charges," no impact to rates.  And so, in 2015, at the time of the first build of 433 TJs per day, there is an adjustment shown in line 4 -- in this case, column C -- of 222 TJs per day.

Now, again, last night the undertaking was filed as J7.7, and so I think if -- we might go back and forth, Ms. Adams, but if you could move forward to J7.7, which is the next pages of our compendium.  Thank you.

And I'd like to walk through this, Mr. Clark, because I appreciate your answers, but I frankly don't understand them.  So, for the benefit of the Board, would you just summarize where the 222 other charges in capacity arose?

MR. DILLON:  Gord Dillon.  So, yes, I think I'd like to start with the 222.  It's a reflection of changes that occurred since 2013 and carrying forward those changes from a modeling perspective.  I think that it's -- we'd like to clarify here that the 222 is not a loss of Dawn-to-Parkway capacity, which I think maybe, if I could add some clarity, might be part of the issue here; we're thinking that that's a bit of a loss.

These are changes that reflect more of where the demands have landed on the Dawn-to-Parkway system.  So, if you can imagine for clarity, on a hydraulic system like the Dawn-to-Parkway system, if we were to envision the load or the demand coming on the specific location, that location has an effect on the system inherently.  So if you were to say that all of your capacity were to exist at Parkway, you would have a much different capacity of your Dawn-to-Parkway system than if that all of that capacity were to exist at London.

So I think that what the number 222 is trying to show is that reflection of where demands showed up on our system, and it is an accounting exercise to determine that those shifts, and where those demands landed, would have been creating a hydraulic difference as to what the demand would be.

MR. QUINN:  Thank you for that answer, Mr. Dillon.  I'm a bit confused.  You were on panel 7, if I recall?

MR. DILLON:  Yes.

MR. QUINN:  Okay, and Ms. Mikaila offered her answers.  Let's move one step back.

The capacity -- and if I may, Ms. Adams, if you could come back to FRPO 169, please; the table that was on page 1 of attachment 1, please.  Thank you.  And if you don't mind just magnifying just so that it's easier to read for all, including myself.

So the units of capacity -- and let's just start at the rebasing year -- of 6,803, I would define the capacity as the capability of moving gas from the outlet of Dawn to the outlet of the Parkway compressors.  That would be the equivalent Dawn-to-Parkway capacity of 6,803.  Would you agree with that?

MR. DILLON:  I would say, at the time of cost of service, the capacity on the system relative to where the demands were on that system at that time were 6,803.  That was the capacity of the system.

MR. QUINN:  But those are equivalent; Dawn-to-Parkway capability going from Dawn to the outlet of Parkway.  If you don't agree with that definition, please provide me yours.

MR. DILLON:  I could agree with that.

MR. QUINN:  Okay, thank you.  So, as we move along, then, and starting in 2016, the subject here, there is incremental Dawn-to-Parkway system capacity in line 2 related to the first increase in capacity on the system in 2015 of 423 TJs.  And, again, I would look at those 423 TJs and, in reviewing the evidence from that proceeding, my understanding was that was equivalent Dawn to Parkway TJs per day.  Would you agree with that?

MR. DILLON:  Just one moment.  Gord Dillon.  Mr. Quinn, I think where we are getting confused here is we are looking at this as a point A to point B capacity from Dawn-Parkway.  This is the capacity on the system where that expansion would have been.  It would have offered a 423 TJs capacity on the system as a whole. So this is basically our capacity based on where demands are coming on and off the system.

MR. QUINN:  I understand that, and we are going to walk through that for in=franchise customers in a moment.  But the 433, would you not -- maybe we will walk through the in-franchise, first, and then go to the ex-franchise.

What I hear you saying is that the capacity for in-franchise customers, you are using distance-weighted demand to allocate the costs by using the demands from the respective laterals of each of the laterals along the Dawn-Parkway system.

Do I have that correct, as a starting point?

MR. DILLON:  Yes.  I would say that's correct, as a starting point.

MR. QUINN:  Okay.  So when you allocated your costs based on your 2013 rebasing, you knew what your distant-weighted demands were across your Dawn-Parkway system.  Did you derate somehow those units of capacity to reflect the fact that some of capacity left the Dawn-Parkway in London, versus in Milton?

MR. STEVENS:  Is your question, Mr. Quinn, whether this derating was done within the 2013 cost-of-service application?

MR. QUINN:  I am just trying to establish, as people have been talking about a level-setting here, Mr. Stevens, and we are -- first, I heard an accounting answer.  But ultimately, this is pipeline design, and I am trying to substantiate the pipeline design first.  And then we can talk about the cost allocation implications as a result of that.

So I am just trying to get clarity.  Then I can work towards the implications from a cost-allocation perspective.

MR. STEVENS:  As am I, Mr. Quinn.  I am trying to understand the point in time you are asking about.  And I will also pre-emptively caution that I am sure that Mr. Clark and Mr. Dillon will answer the questions as best they can.  But to the extent that we are getting into cost allocation, certainly Ms. Mikhaila is the expert in that, not these witnesses.

So I don't know whether we will reach the limits of what they are comfortable to speak about.

MR. QUINN:  And I respect that, Mr. Stevens.  That's why I started with the panel with Ms. Mikhaila on it, and I thought Mr. Dillon would be able to speak to the technical aspects.  Now we are at a subsequent panel, and Mr. Dillon is giving me the answers on the technical part.

This is where I am confused, but I want to make sure the Board isn't confused.  So I am trying to level-set again, to understand from a basis of 2013.  Then what happened in the deferred rebasing period, so we can establish what ought to have happened at the start of 2019.

 So, starting with 2013, I had asked the question, and I think I got confirmation, that the demands for the respective laterals would have been taken into account in establishing the capacity required in the Dawn-Parkway service to serve in-franchise customers.  Stopping there, do I have that right?

MR. DILLON:  Yes.  That would have been the demand on the Dawn-Parkway system based on the demand locations on the system at the time.

MR. QUINN:  So we don't have it broken out on this table.  And potentially it will be part of an undertaking to establish this.  But I didn't before, in 2013, nor did I see it in any of your build applications, any kind of notional derating of the fact that, if in-franchise customers had 1,400 TJs of capacity, that was a sum of -- round numbers, 1,800.  But for the purposes of this table, it is derated to 1,400 because that is the equivalent Dawn-Parkway capacity that these customers need.

MR. DILLON:  Yes, thank you, Mr. Quinn.  I hesitate on the word "derating."  This is not a derating factor; this is hydraulic analysis.

MR. QUINN:  I understand hydraulic analysis, Sir.

MR. DILLON:  Yes.  But it is not a derating factor.  This is a reflection of where those demands were landing on the system.  The system did not lose capacity.  The intent of that project was to build in that capacity.  But the change is over the time.  This is what the allocation is; this is an accounting exercise of an allocation of those various changes, over time, that have been accounted for due to the information we have provided in our undertaking response.

MR. QUINN:  Okay.  What would you call it, if the total demands of your in-franchise customers, when you add them up and just sum the aggregate lateral demands, you get a number.

MR. DILLON:  Yes.  I would agree that a demand in London, someone taking a molecule of natural gas in London theoretically is the same as someone taking a molecule of gas in Milton.  A demand is a demand, no matter where it is on the system.

However, hydraulically, there is a difference, and that that plays into the notion of what is the demand is on the actual system.  The demand is borne out of where the demands show up on your system, plus the surplus shortfall.

MR. QUINN:  So if the demands -- and maybe I should get the undertaking now:  Can you provide in 2013 what the total demand is for in-franchise customers, and the commensurate amount of capacity that that equated to for the purposes of how much Dawn capacity you would need?

MR. STEVENS:  I will say, Mr. Quinn, that we are struggling to understand the relevance of the question and the importance of the answer to this process.  We don't know how difficult it would be to obtain the information that you are seeking, from a decade ago.

 But, for clarity, can you repeat precisely what it is that you would be seeking for 2013?

MR. QUINN:  For 2013, provide the aggregate sum of the demands of the respective in-franchise laterals and then, from a hydraulic point of view, what amount of Dawn-Parkway capacity would that relate to.  And I would suggest, if you are concerned about where you might find that, it would be in your distance-weighted demands that were established in 2013.

MR. STEVENS:  And to what end is that useful towards determining whether the -- I mean, recognizing this is for a different panel entirely, but to what end is that useful to determining whether the -- any adjustment should be made to the 2019 to 2023 PDO or PDCI costs?

MR. QUINN:  If you will look at column A of the table in FRPO-169, there is no reduction that seemed to have -- that seemed to be materially bigger in 2015.  And we are trying to understand what that, in fact is, who has been paying for it and frankly have we, in essence, been overbuilding the system hydraulically over time relative to the demands on their system?

And so I am trying to get a snapshot of January 1, 2019:  What were the assets, who is paying for what, including PDO.  But I am trying to level-set us on what are these other changes in Line 4 that were not in any way evident in the rebasing numbers of 2013?

MR. STEVENS:  Those may or may not be interesting questions.  It's not clear to me though how they relate to anything that is at issue in this case.  There is no, to my knowledge -- or that the rate base as of 2022 is resolved.

I don't believe that there is any capital additions in 2023 related to the Dawn-Parkway system.  And so, with that in mind, it's not clear to me why it is relevant to what we are determining in Phase I of this case to provide the information that you are requesting.

MR. MORAN:  Mr. Quinn, help us understand where this takes us on this panel.  We may need to take it offline to consider, but at least let's get your submission on relevance, so that we can make a determination.

MR. QUINN:  Thank you, Commissioner Moran.  I was trying to establish that for the purposes of the Dawn-Parkway PDO adjustment that is at issue in this phase of the proceeding, what base rate adjustment could have been made to account for these changes during the initial IRM period between 2013 and 2018.

When I went through this with panel 7, I was trying to get an understanding especially as it pertains to, when I asked about the 200 TJs of excess capacity, I was directed to look at the fact that there was still an excess in 2019 of 114 TJs.  And I asked who would be responsible for that because, ultimately, in our view, Enbridge is building on behalf of the demands that it needs.

And I'm actually learning something this morning in terms of what their approach may be, but, from a pure cost-allocation point of view, these costs, in our view, ought to have been recovered appropriately from in-franchise and ex-franchise customers, recognizing the ex-franchise customers, including Enbridge Gas Distribution, in its rates that it flowed through those costs and rates to its customers.

So we are just trying to understand the whole picture and not to have some of, in our view, the excess capacity that was available in 2013, if it's part of the excess that is still involved in the 114 at the start of 2019, why is that the case?  And, to me, the other changes are one of the distinguishing factors that would suggest who is responsible for that excess.  If the company is still responsible, then we should be able to see that in how they built the system and where they are building according to the demands that were needed for the in-franchise customers and the ex-franchise customers.

MR. MORAN:  Okay.  Thanks, Mr. Quinn.  Before we consider the request, do you have any reply on that, Mr. Stevens?

MR. STEVENS:  Thank you.  In listening to the various reasons that Mr. Quinn, or that FRPO, seeks to have this information, I'm still struggling to understand how it fits within what I submit is a very narrow question in front of the OEB.  It is an exception to reach backward and make corrections or make changes to rates and revenues that have already been recovered.  And there is a narrow exception, and everybody accepts that there is, that came out of the MAADs in relation to PDO and PDCI costs over the last five years.

I don't think that extends so far as to talk about whether the Dawn-to-Parkway system is oversized; whether the cost allocation for the Dawn-to-Parkway system is wrong; and, frankly, even whether the 2013 rates were set on a different basis than they should have been, considering that PDO and PDCI started in subsequent year.

So, with all that in mind, I submit that it's not necessary and not appropriate to include this additional requested information about 2013 into the record.

MR. MORAN:  If I could have a follow-up question, would you agree that, to the extent that the Parkway system is oversized today, whether it is or not, that's relevant for us today.  Right?

MR. STEVENS:  I agree that it's a relevant question that this Board may address at some stage.  I think it's only relevant in this proceeding insofar as it relates to one of the issues that's in front of us.

And it is true that there are, I believe, two Dawn-to-Parkway proposals within the capital plan, although one of them may have been moved out beyond 2028, but there is at least one Dawn-to-Parkway capital proposal within the AMP timeframe of the next five years.  But, of course, that will be subject to LTC.  And I think all of the relevant information will be brought forward at that time, as to whether the project is needed, and one of the questions there would be whether there is excess capacity already.

I think we've heard from the witnesses, including Mr. Rosenkrantz, that there is, A, not much concern about turnback or additional excess capacity on the Dawn-to-Parkway system during these five years; and B, that, in any event, Enbridge bears that risk, not ratepayers.

So, while I agree that, at a high level, the overall capacity of the Dawn-to-Parkway system is something that's relevant for this Board to take into account, it's not clear to me that it actually finds its way into the remaining issues that we are dealing with in Phase I of this proceeding.

MR. MORAN:  Okay.  Thank you for that, Mr. Stevens.  And, just for the record, the two projects, the one that you think might be deferred past that, could you just identify what those projects are?

MR. STEVENS:  Certainly.  I'm sure Mr. Wellington can speak to that.

MR. WELLINGTON:  Yes, certainly.  So they are the Kirkwall-to-Hamilton project and the Dawn-to-Enniskillen project.

MR. MORAN:  Thank you.  So we'll reserve on that and we will get back on the question of whether this undertaking will go ahead, and perhaps you can move on to your next line of questioning.

MR. QUINN:  Thank you, Sir.  Just something in what Mr. Stevens said, and this could be the witness panel or to Mr. Stevens.  he had said that Enbridge is at risk, as I understand it, for the excess capacity.  And I'm asking:  Does that pertain to the 114 in line 7 that was in the table under column F for the winter of 2018-2019.

MR. MORAN:  Perhaps the panel can -- do you understand the question?  If not, Mr. Quinn can clarify, but maybe you can answer that question.

MR. WELLINGTON:  Yes, if you could please clarify the question.

MR. QUINN:  In line 7, column F, for the winter of 2018-2019, there is 114 TJs of excess capacity.  Is the company at risk for that amount of capacity?

MR. STEVENS:  Is that something that's within the expertise of anybody on this panel to answer?

MR. SANDERS:  I don't believe so, Mr. Stevens.

MR. STEVENS:  We'll try to be helpful, Mr. Quinn.  As you are aware, the evidence in this case indicated, I believe, it's an 89 TJ amount of excess capacity as of 2024, forecast on the Dawn-to-Parkway system.  And that's the amount that I was referring to when I was talking about excess capacity and the fact that, on the one hand, if it's contracted, the benefits will flow to ratepayers; on the other hand, if that shortfall grows, then Enbridge bears the cost consequences of revenues it doesn't collect.

I'm not sure how that relates to the 2018 or 2019 figure that you're pointing to.

MR. QUINN:  I would say it relates because that's what we're trying to establish:  What would have happened in 2019 if Union had rebased and, therefore, who would be responsible for that capacity at that point in time?

MR. STEVENS:  Then I think I can give a simple answer to that.  There was no rebasing and the number is, in Enbridge's view, as it is suggested in this case, and that's the number for which Enbridge Gas is at risk, not some larger number that would have resulted had there been a rebasing and separate utilities, or not separate utilities, and different things that happened in the last five years.  We're not conducting ourselves on that basis.

MR. MORAN:  So, Mr. Quinn, I think this raises the ongoing question of what if rebasing had happened versus what actually happened.  I think Enbridge has indicated that the idea of predicting what the world might have looked like if it had gone down a different path before, instead of amalgamation, is a challenging proposition and I'm not sure how much that's going to help us in the context of what we have to decide here.

MR. QUINN:  Thank you, Sir.  And just to clarify on that, then, we had made submissions in the merger proceeding on the basis of base rate adjustments.  We believed that this was an appropriate base rate adjustment.  So, to my view, our position is that the best opportunity to evaluate any base rate adjustments would be:  What are the compensating mechanisms that could be put in place to allow a deferred rebasing that would make it equitable between the company and the rate-payers?

Our ability to establish what would have happened in 2019 is pretty important.  It's not counterfactual.  Yes, it is a scenario, but it is helpful to be able to present our case as it would have been without saying, And, in hindsight, this is what we would have said back then.  No, what we're trying to say is what was in evidence at the time, but maybe not sufficiently to allow the panel at that time to decide.

And I thought that was the question in front of us that would help this panel in terms of determining whether there was an appropriate adjustment done for PDO as a result of a deferred rebasing period.

MR. MORAN:  Okay.  I think we hear you, Mr. Quinn, and, as I say, we are going to take all of this under advisement and come back.  If you want to move on to your next topic?

MR. QUINN:  I appreciate that, Sir, but if I may, I wanted to ask questions about the undertaking they served last night, as it is pertinent to understanding what this other change is, capacity change is, because it still is in place and will be in place for assets going forward.  And I think it would be helpful -- I know it would be helpful for us to understand and I trust, the Board, to understand how this is being presented from a capacity point of view versus the accounting point of view, because that determines who is paying for that capacity.

MR. MORAN:  All right.  Well, let's hear the question.

MR. QUINN:  Okay.  Thank you.

MR. STEVENS:  I know that you are tired of hearing from me and I apologize.  I really question the usefulness of spending our time on issues that will help future understandings to the extent that they are not relevant to the issues that are open in Phase 1 of this case.

MR. MORAN:  I hear you, Mr. Stevens.  I just want to hear what the question is, and then we can figure out where we go from there.  Okay?

MR. QUINN:  Thank you, Sir.  So I am sorry, Ms. Adams, if you could move forward to the following pages that have J7.7?  I just want to be able to allow the witnesses to see what we were seeing and just to try to create understanding.  In the second page, it has the specific breakouts for the 222 number, which is on the second page of this undertaking. Thank you.

And so in that, in those capacity changes, I think we have just talked through the north and south -- south and north in-franchise demand.  The north in-franchise demand would be the entire length of the Dawn-Parkway system?  Is that correct, Mr. Dillon?

MR. DILLON:  Correct.

MR. QUINN:  Okay.  And the ex-franchise demand would be the entire length?

MR. DILLON:  Not necessarily.  We do have some ex-franchise customers, without the -- travelling the full-system distance.

MR. QUINN:  In 2015?

MR. DILLON:  I would assume so.

MR. QUINN:  Okay.  I am not going to ask you to check on the Kirkwall customers who may have exited Kirkwall.  There was turnback in the period; we will leave that for more detail, later on.

But let's get to the PDO.  The PDO would be the entire length of the Dawn-Parkway system?

MR. DILLON:  The PDO would be.

MR. QUINN:  Okay, thank you.  So if I am just understanding this table, you are suggesting -- suggesting, I am sorry -- you are telling us that PDO, you've got an adjustment of 155.  And that is part of the 222 derivation.  Correct?

MR. DILLON:  That is correct.

MR. QUINN:  Okay.  So if we flip back again to FRPO 169, the table please?  Thanks, Ms. Adams.

 I am trying to understand this in context, then, because you've got the 222, including the 155 of PDO adjustment.  But then you have a secondary PDO shift cost which is -- or I shouldn't say "cost", but use of capacity in lines 9 and 10.

Can you tell me how it works that the PDO adjustment is both in your other capacity changes and is being compensated, starting in 2015, for customers under the temporary available capacity and the permanent capacity that was assigned to PDO?

MR. DILLON:  I can speak to the 155.  And so the 155 would be that PDO portion that was turned back.  Now that is being served through the Dawn-Parkway system.  That would also include, we say, year-to-year changes on PDO.  So this would have been the changes over those years leading up to 2015, an accounting exercise of those changes on PDO, and the turnback to Dawn.  And those would have been served through the Dawn-Parkway system, which would have showed up as a negative on the system, and also contracts that have been taken place over the course of those years.

So this would have been additional contracts that we have procured on the system that would have had a PDO component.  And all of that would have been tied up into that 155 number.

As for the total PDO shift, I think that was more of a -- that would be more of an answer for Amy Mikhaila.

MR. QUINN:  Okay, would Ms. Mikhaila by way of undertaking be able to answer?  And I am going to expand the undertaking before requesting it:  to show that 155 adjustment that is in other changes, but asking the question also -- and this is a capacity question, maybe, Mr. Dillon -- but the total forecasted Dawn-Parkway system demands of 7,049, my understanding that also includes the 146 of demands associated with the PDO; is that not correct?

MR. DILLON:  Subject to check, that would be correct.

MR. QUINN:  Okay.  So I got confirmation from the panel.  I will just a take the undertaking, if I may, Sir, in terms of the accounting implications of the 155, and the fact that the 46 is in demands, also.

MR. STEVENS:  So if I may, I just want to make sure that I understand the question, Mr. Quinn.

So, I believe you are asking whether, or perhaps whether the amount related to PDO of 155 TJs per day, that is included with within line 4, "Other", as explained in J7.7, is also reflected within the PDO shift lines 8 to 15.  And if not, how and why they are different?

MR. QUINN:  Mr. Stevens, I didn't -- and I want to be clear about this, and I know you are trying to be helpful, but those PDO shift lines outline where the capacity came from.  But my point was that the 146 would also be included, and I think I heard Mr. Dillon confirm that, in line 6.  So you have PDO being part of the 222 adjustment, but then also being part of the total Dawn-Parkway system demands.

 And that to me is -- the PDO was in there twice, and the cost implications is what I was asking Ms. Mikhaila to assist the Board with.

MR. STEVENS:  I am trying to understand the proposition that PDO is in there twice, and make sure that I understand which two lines you say it is included in, how it's duplicated, just so that we can be responsive.

MR. QUINN:  Line 4 and line 6.

MR. STEVENS:  And so the question is whether the PDO adjustments are included in both line 4 and line 6?

MR. QUINN:  Whether those adjustments are in -- yes, are in both.  But what are the accounting implications for rate-making that was done during that period, and would continue on through to January 1, 2019.

MR. STEVENS:  So the first part of the question is whether the PDO adjustments are included within line 4 and line 6.  And I presume, if they aren't, we will explain that.  And if they are, there may be an explanation also.  So that part makes sense to me.

The second part about accounting implications, I think I need to understand that a little bit better in the context of, you know, the price cap model that Union was engaged in from 2013 forward.

MR. QUINN:  Were the costs put into rates associated with the capacity that would be in line 6, how was the compensating adjustment made for spreading the Dawn-Parkway system capacity costs in line -- the resulting line 5, which has netted out what was in line 4 which, in our view, includes PDO?

MR. STEVENS:  Sorry, but again, are you asking how those adjustments were made starting after the base revenue was established, after the price cap began?

MR. QUINN:  Yes.  And you are putting in 433 -- the incremental Dawn-Parkway system capacity of 433, it needs to be spread.  And I understood, and this is where Ms. Mikhaila would help us and help the Board, it was done based upon the demands of that year, not necessarily the cost allocation factors that were in place for rebasing, but those were readjusted based upon what demands were being served by the new capacity, including in-franchise changes and, in this case, PDO.

So I'm just starting with that year because, then, that continued approach would have happened in 2016, 2017, and 2018, to land us at January 1, 2019, what costs are in rates and is it appropriate at that time to remove any additional cost-related PDO.

MR. STEVENS:  Enbridge Gas can make best efforts to answer the first question part of your question.  I'm struggling with the relevance of the second part of your question and the ease of answering it, and also with the inevitable fact that whatever is provided won't be what you're looking for.  So we respectfully decline to provide the second part of what you are asking.

I will say, also, that we'll make our bests efforts to answer this question by the 14th of August.  The witnesses who are most familiar with this may not be available before that date.

MR. MORAN:  Mr. Quinn, the second part, in the context of the price cap IRM that was operating, are you asking what the impact on rates was that might flow depending on what the answer is to part 1 of your question?

MR. QUINN:  Yes.  I'm starting with that point, Sir, because it is the kind of jump-off point.  It's their first capacity build, their first PDO shift, and there are a couple of factors that would come many into play in their cost allocation which would be replicated for the next three years to land us at what capacity is in rates.  And the operative question:  Is PDO being counted twice as of January 1, 2019, and should there be an adjustment in base rates to reflect that, in our view, cost implication to rate-payers?

MR. MORAN:  And, when you refer to an adjustment in base rates, are you talking about for 2024?

MR. QUINN:  For the period from 2019 to 2024, which is what I understood the Board to be setting out as asking Enbridge to account for PDO during the period.

MR. MORAN:  I see.

MR. QUINN:  In our view, "during the period" starts January 1, 2019, and, if there is an embedded, in our view, double counting, that would continue on throughout the period.  So it is easy to say, We just continue to do the same thing in the deferred rebasing period, but if, at the outset, there was extra capacity being recovered in rates starting January 1, 2019, that is what this undertaking is my way of showing what actually occurred.

If they can tell us, as of January 1, 2019 -- well, to me, you need to have a starting point, and it is base rates 2015, 2016, and that replicating model to the point of January 1, 2019.

Ms. Mikaila has already undertaken how that surplus would be allocated across the rate classes, and that will be helpful, but the point is who should be paying for what as of January 1, 2019.

MR. MORAN:  Okay.  I think I understand what you are asking for so.  So I think we have agreement to answer the first part of the undertaking, and we'll take the second part under advisement and get back on that one, as well.

MR. QUINN:  Thank you, Sir.  I understand the complexities.  That's why I wanted to us walk through this, as opposed to run.  And those would be my end of my questions in this area.  I will move to another question.  But I wanted to check in with you:  The schedule had a 12:30 or so break.

MR. MORAN:  I think another 15 minutes or so.

MR. QUINN:  Okay, thank you.  I'll be sensitive to that.

MR. MILLAR:  Mr. Quinn, if I may, I'll mark the first undertaking J13.16.
UNDERTAKING J13.16:  TO RESPOND TO MR. QUINN'S QUESTION ABOUT THE 155 ADJUSTMENT FIGURE OF PDO ADJUSTMENT IN FRPO-169.


MR. MORAN:  And I think, again, I'd like to draw on Mr. Stevens's assistance, because it is very effective.  The undertaking as it currently stands that we've agreed to?

MR. STEVENS:  Thank you.  So, in terms of J13.16, I think Enbridge Gas has declined for the moment to provide the requested information about the derivation of the 2013 Dawn-to-Parkway capacity, broken down by distance-weighted demand.

MR. MORAN:  We've reserved on that.

MR. STEVENS:  And the panel will advise as to that.

In relation to J13.17, Enbridge Gas agrees, as soon as it is able, to provide an answer as to whether there is double-counting as between the PDO amount of 155 TJs included within line 4.

MR. MORAN:  And line 6.

MR. STEVENS:  And the amounts that are shown in line 6, and to provide any appropriate commentary.  And Enbridge Gas has declined to provide further information about future cost allocation of incremental Dawn capacity that has been added.
UNDERTAKING J13.17: ENBRIDGE TO PROVIDE AN ANSWER AS TO WHETHER THERE IS DOUBLE-COUNTING AS BETWEEN THE PDO AMOUNT OF 155 TJS INCLUDED WITHIN LINE 4 AND LINE 6, AND TO PROVIDE ANY APPROPRIATE COMMENTARY.

MR. STEVENS:  And the amounts that are shown in line 6, and to provide any appropriate commentary.

MR. QUINN:  Thank you, Sir.  I accept that, and I appreciate the consideration of the panel.

That is the last question.  And, when I say the words "Dawn-to-Parkway", I don't want anyone to cringe, but I have -- this is not about PDO, but it is just reconciling what's in evidence now versus -- there seems to be a conflict which arose when I was trying to establish from Mr. Stevens the nature of our concerns.

And so if we look at -- just while it's on the screen, Ms. Adams, and I can direct the witness panel to the demands in the system for 2023 are 7,975 and the Dawn-to-Parkway system demands are 7,992.  So those are the two figures that we have been working with, and they actually came from -- I reconciled them to FRPO 5 in the 2021-0133, the earnings sharing mechanism.  So those numbers are the numbers we are used to looking at.

But, in our compendium, starting on page 11, our friends at Schools had asked about -- and, sorry, it is 2022-0133 -- to provide a schematic the same as we had asked for in the earnings sharing proceeding.  And so we have a Dawn-to-Parkway schematic, but, when I look at system capacity and demand requirement, which are in the bottom left-hand corner under "System Capacity," those numbers are different than what has been in evidence the last two proceedings.  And so we are just asking -- and, if you have an answer now, we'll accept it, but, if you have to take an undertaking -- what's the difference?  What why is there a difference between what is shown on SEC 150 of 2.7 versus what we get in 4.7-FRPO-169?

MR. DILLON:  Gord Dillon.  I think, in order to clarify that one, we can simply point to the fact that we are continuously updating our processes, our modeling, and these were borne under different forecast periods.  So we are looking at a different forecast that was used to create one schematic, versus another forecast that was used to create another schematic.

MR. QUINN:  Is there any dating on these?  Because this is for 2022-2023, so it's in the past, and so is the FRPO 169 in the past.  What changed in your forecasting?

MR. DILLON:  It would have depended -- the publication of these schematics would have depend on the official forecast that we were using at the time of publication.  So, I mean, having to go back through dating to see what the date was applied to on the FRPO 169 forecast that we applied this schematic to, versus what this schematic was applied to.

MR. QUINN:  Okay.  The date isn't important to me, Sir.  I'm just trying to understand the process.  By the fact that it is history, I would have thoughts that we don't have to rely on -- what we want to rely on is what was evidenced at the time in history, and then potentially replicate that here, but you're saying you don't replicate it.  You change it, based upon a different look-back?

MR. DILLON:  I was saying that the schematics were published under a different forecast at the time, and things have changed on the system between those two forecasts.  So the dynamics and the hydraulics of the system would have changed, depending on where loads were coming off, where the shifts would have been made on the system.  That's the explanation for why you would see a difference.

MR. QUINN:  That may not --


MR. DILLON:  We are constantly updating these models, continuously over time.  These are not one-and-done hydraulic models.  They are consistently daily updated with the best available information we have.  And at the time that these schematics were divined, they were borne on those, on those forecasts at the time.

MR. QUINN:  Okay.  It may not be material at this point, but it may be when we get into the cost allocation questions later on.  I will move on.  Thank you for your answer.

So I am going to move to the area of capital, and I will start with some introductory questions, and then hopefully there will be a reasonable time for a break.

But Mr. Rubenstein took you through are you a comprehensive discussion of your capital plan at a high level, and so I am not going to replough that ground.  But in spite of the fact, Sir, we have commonality in our concerns.  And then Mr. Brophy also asked some questions, and I heard you discuss the guiding principles of safe, reliable and others.

But we want to understand the process undertaken when Enbridge moved costs of the PREP and the Dawn-Corunna pipes back in its forecast.

So, Ms. Girvan was helpful already in asking questions about what the implications were of projects in and out, but -- it was helpful to hear.  But I did want to move now to the -- an understanding of that process that went on internally.  And so if we can move to page 19 of our compendium, please?

This is an undertaking to ask that to provide the year-end versions of the annual asset health report as far back as they go for the years that it has been in place.

And then the subsequent undertaking provides the health report on the next page, Ms. Adams.  And I am not going to walk through all this detail but, at a high level for the Board, can you just define these asset health checks and the purpose of them?

MR. WELLINGTON:  Certainly.  So we have -- within our integrated management system at Enbridge Gas, we have multiple management programs; integrity management would be an example, and emergency response.  So this is the health check that we undertake for asset management.

We use this as a dashboard essentially to communicate to our senior leadership and our executives how the program is performing, where are the challenges, where are the risks.  That is basically what this is, before you.

MR. QUINN:  Thank you.  Would you categorize this report as being more a financial and accounting health check versus a condition rating health check?

MR. WELLINGTON:  It is more about the program itself.  So you will see there are metrics about implementation of Copperleaf as being, you know, an example of something we are looking at.  Asset data quality, you know, completion of our asset management plan.  And then we also have our top risks identified in the bottom right, which pertains to specific asset-related risks that we are establishing strategies to address, or we have specific investments identified.

MR. QUINN:  Well, the beauty of these asset health, when I was reading them, is that it showed an evolution over time.  And quite frankly, as a former utility guy, I thought the identification of your top risks, I thought that is great.  That us what I would want to see if I was saying, how are we doing from monitoring and dealing with the risks associated with our asset health in terms of condition.

So, to orient ourselves, this one is dated January 27 of 2020.  So this is a 2019 report.  Correct?

MR. WELLINGTON:  Yes, correct.

MR. QUINN:  Okay.  So if we flip forward, the next report doesn't seem to provide identification of risks.  Am I missing something?

MR. WELLINGTON:  It talks about the CER annual risk workshop.  One thing I would add is that this is a dashboard that's built into a slide deck which is -- I couldn't give you a number, probably 50 slides long or so.

So, within that slide deck, we actually either directly embed it or, possibly as an appendix, include an excerpt from our risk register.  And so, for each management program, our risk services group will provide basically the various risks, how they are ranked, current treatment plans and status updates. So that is outside of this.

So the dashboard itself evolves based on the requirements by our integrated management system team.  They are the ones who control the formatting and the level of information provided based on feedback they receive from the senior management and executive teams.

MR. QUINN:  Okay.  That is interesting.  Thank you.  What is consistent in both the first two we have looked at, is the amount of budget that was forecast and then actually spent.  That seems to be a predominant feature of this dashboard.  Is that correct?

MR. WELLINGTON:  Yes, that's correct.  The asset management team is responsible for managing the capital forecasts for our core capital, each year.

MR. QUINN:  Okay, thank you.  So again, we are looking at the January 5, 2021 for the year of 2020.  Correct?

MR. WELLINGTON:  That is correct.

MR. QUINN:  Okay.  And if we can go two slides further on, slide 23?  This is the most recent one available which is February 1, 2022, and so it would be for the year 2021?

MR. WELLINGTON:  That is correct, yes.

MR. QUINN:  And again, looking at the financial aspects in the middle of the dashboard, it says target and actual.  It is broken down by rate zones, so the target of $678.5 million, and the actual of $628.2 million.  And I am reading across; this is the core capital forecast for the Union Gas rate zone.  Correct?

MR. WELLINGTON:  That is right.  Yes.

MR. QUINN:  And the next line shows the Enbridge one; we don't have to read that into the record.  But as I look at this and I am thinking through what has been done in the past, how it is evolving, and I respect that Copperleaf is a relatively new tool that I am continuing to understand.  What was included in this package were notes that I wanted to draw your attention to.  S on page 24, it says the core capital forecast for the Enbridge rate zone -- and I've highlighted here, and I am glad the highlighting came through -- it says:  "Not on track.  Project deferrals and shifting ISDs..."

MR. WELLINGTON:  In-service dates.

MR. QUINN:  In-service dates, thank you.
"...are impacting in-service capital, actively looking for work that could be pulled forward from 2022 to accommodate work that slid from 2021."

Can you help me with that process, how that process of pulling work forward is working as it pertains to managing the budget that is needed by the utility to manage its asset management program?

MR. WELLINGTON:  Yes, sure, and I mentioned this earlier when I was discussing with Ms. Girvan.  So, you know, we were certainly focused in these metrics on what's happening in the year in question, but we are also looking to future years and trying to make sure that we are managing the portfolio of projects across multiple years, and understanding what the implications may be of a decision to the in-service forecast for each year.

 So this really describes for me the fact that we have had some in-service dates which have shifted.  Because of delays and things like that, we have had a number of experiences of delayed projects in the last few years for various reasons, and deferrals have taken place for various reasons.  So that would imply that those projects are now going to be happening in a future year.

 And so, in response to that, so that we don't forecast more than what we were targeting for that future year, we try to balance things out, year over year, and try to level out to the extent that we can, the spend in each year.

So if we have investments which may be more readily available to execute that we can advance into the year in question, the year that is being measured through the dashboard, then we will look for those opportunities if it helps us balance out what may take place in the following year.

MR. QUINN:  Okay.  So my question, the last report that was available at the time was the 2022 -- February 1, 2022 -- which would be a review of 2021.

Would you be able to file the 2022 annual report that should be available at this point?

MR. WELLINGTON:  Yes.  Actually, just one moment here.  One moment, Mr. Quinn.  So if I could ask to pull up exhibit I.2.6-SEC-123, and it would be attachment 4.

MR. QUINN:  This would be the annual report for 2022?

MR. WELLINGTON:  Correct.

MR. QUINN:  Okay.  You've got a better recall on the location, Sir, and I accept that, but my follow-up question would be:  Can you file the rest -- or is it on there, the rest of the document that you describe where you go through the detail of the condition rating of some of your high-risk --


MR. WELLINGTON:  The additional slides?

MR. QUINN:  Yes.

MR. WELLINGTON:  Yes.  We can file that.

MR. QUINN:  Is that in that response?

MR. WELLINGTON:  No, it's not.  We were asked to provide the health check.  Or, I think so.  Anyway, we can provide that.

MR. QUINN:  Okay, thank you.  That's...

MR. STEVENS:  Sorry, can you please just explain for the record the slides that you will be providing, Mr. Wellington, so that there's no --


MR. QUINN:  What I'd be seeking, Mr. Stevens, is the package that provides the detail, so I wasn't differentiating any specific aspect.  This is the dashboard, but, as Mr. Wellington provided for us and it was helpful to understand, there is a bunch of supporting information that goes into it.  We would like the package, if it's available.

MR. STEVENS:  And I appreciate that, Mr. Quinn, and I'm not trying to be objectionist.  I'm trying to make sure that I understand, when you say you'd like the package, that we've properly defined what the package is.  So can you help with that, Mr. Wellington?

MR. WELLINGTON:  Sure.  So this would be our February 9, 2022, asset management MP01 management review slide deck.

MR. QUINN:  Can I just ask, Mr. Wellington.  This one says April 6, that's on the screen.  You said February 9?

MR. WELLINGTON:  Oh, I might be looking -- I apologize.  So I'm -- oh, that is the updated one.  Okay, so you're looking for the 2022 year-end slide deck.  Right?

MR. QUINN:  Well, I thought the slide deck underpins this health update that is dated here April 6, 2023.

MR. WELLINGTON:  That was the most recent one that was requested through that undertaking, as I recall.  So in response to exhibit I2.6 SEC 123, we provided the health check, which was the 2022 year-end health check which is dated February 9.

MR. QUINN:  Okay.  And that's the one I'm seeking, so thank you.  You're right.  I was just concerned.  I see the date here, but I also see references to 2023 year-to-date objectives, so it wouldn't cover the year 2022 as a full year.

MR. WELLINGTON:  Correct.  It is a Q1 2023 update.

MR. QUINN:  Thank you for asking for clarity, Mr. Stevens, because I was confused myself.  Thank you.

MR. MILLAR:  Okay.  So do we know what we want now?

MR. STEVENS:  We've identified what we want.  Enbridge Gas will produce the slide deck associated with the 2022 year-end MP-01 asset management health check.

MR. MILLAR:  J13.17.

MR. MORAN:  I think it's 18, maybe.

MR. MILLAR:  Did I miss one?

MR. MORAN:  I think we've got one on hold.

MR. MILLAR:  Ah, yes.  I'm sorry, okay.  So we have the one on hold, so we will call this one J 13.18.
UNDERTAKING J13.18:  TO PRODUCE THE SLIDE DECK ASSOCIATED WITH THE 2022 YEAR-END MP-01 ASSET MANAGEMENT HEALTH CHECK.

MR. QUINN:  Thank you.

MR. MORAN:  And, on that note, I think we'll take the lunch break.

MR. QUINN:  Yes, thank you, Sir.  I was going to offer that.

MR. MORAN:  We'll adjourn until 1:30.
--- Luncheon recess taken at 12:32 p.m.
--- On resuming at 1:31 p.m.


MR. MORAN:  Mr. Quinn, the panel has considered your undertaking requests and I guess we went back to the MAADs decision on this issue.  The MAADs decision indicates as follows, that:
"The OEB has determined that there is insufficient evidence to determine whether, as a result of the implementation of the PDO, ratepayers are paying twice for the same capacity.  The OEB requires Amalco", which is Enbridge, as it was known at the time of the MAADs proceeding, "to track actual costs and amounts recovered through rates related to the PDO during the deferred rebasing period.  The OEB at the time of rebasing will review the costs and amounts recovered through rates to ensure that ratepayers are not paying twice for the required capacity, and the legacy Union Gas is not enhancing earnings, contrary to the intent of the PDO settlement agreement."

So on the basis that Enbridge was required to track those costs, on the basis that we have the undertaking agreed to, to provide some additional information in relation to that, at this time we don't believe that the additional undertaking -- the expanded undertaking and the second undertaking, are necessary.

This is a matter, of course, that can be argued at the end of the proceeding.  And to the extent that the there is an issue that requires a remedy, we look forward to hearing what that remedy might be and, including from any party, and along with Enbridge's view on what we might do with that information.

MR. QUINN:  Thank you, Sir.  I appreciate the Board's consideration, and we will attempt to provide evidence that is already on the record, including some of the past proceedings in the rebasing, the deferred rebasing period.  So, thank you.

MR. MORAN:  Are you ready to continue with your cross?

MR. QUINN:  Yes, I am, Sir.  And just acknowledging that I have a little less than 10 minutes left, I might be closer [audio dropout], depending on the answers I get.  And my friends have been helpful with time that they have.

MR. MORAN:  Okay.  Please go ahead.

MR. QUINN:  Thank you.  Panel, in the discussions you had at the end of the morning with Ms. Girvan, she was asking about the $1.2 billion threshold for capital.

If you would turn to page 50 of our compendium, please.  So this was a question we had asked, because we were trying to get understanding in this area.  And I want to approach it somewhat differently.  I understand that there is an optimization process, and I also understand criteria that are established by the utility in terms of looking at different projects.

But if this Board were to say that the right number is not $1.2 billion, but $1 billion, would you agree with me that Enbridge would have to review some of its criteria to establish mandatory?  In other words, they would have to look at projects differently to determine if there is an opportunity to remediate, let's say, a section of pipe, or replace components of a station, as opposed to doing a complete rebuild of the pipe or a complete rebuild of the station?

MR. WELLINGTON:  Mr. Quinn, it is Bob Wellington:  I would agree we would be looking, at a project level, at the investments to understand what opportunities may exist, if any, to find other ways where it is possible to address some risks.  And some examples that you provided were, I would say, fair examples of how we might approach that.

MR. QUINN:  Okay.  Thank you, I am looking for confirmation.  We will go into a little detail in a moment.

But I want to orient us into that time frame between the evidence being filed for your projects in the fall of last year and the capital update that was done June 16, and providing in evidence with associated interrogatories, July 6.

But there was a period of time for which you have moved out projects, large projects like PREP and Dawn-Corunna; projects then moved in.

My question for you is what did that process look like in terms of what IRP steps the company took in determining which projects should move in?

MR. WELLINGTON:  So, Mr. Quinn, I think maybe I will start by saying that some of the projects that might appear to have moved in may have been net new projects that have come about in some cases.  So they weren't necessarily in the original asset management plan but they came about because, you know, for example, we identified a new risk or something like that.

In some instances also, and I have explained this a couple of times so I apologize if I am repeating myself, but we will have blankets accounts.  And so we will create a new investment that is charged against that blanket account, because that is what it is intended to do.  So it looks like there are more investments that have been added when, in reality, it is drawing down a blanket account.  So I will just provide that as context.

Then with respect to IRP analysis, I will let Ms. Wade jump in here.  But, I mean, the IRP team is now going back through the updated list to ensure that they have, you know, accounted for what's new and what are viable options in going through the screening process that we have outlined in other evidence.

So will ask if she has anything to add to that.

MS. WADE:  Mr. Quinn, I don't have too much to add, just to confirm that the IRP team is reviewing all of the projects in the 2024 year, including the ones that have been added.

At this point in time, it is not looking like there are going to be any that IRP can delay, downsize or avoid.  And it is for the reasons that Mr. Wellington is outlining; a lot of these are emergent, and so ones that can't be delayed say, for example, with CNG, it is more of an integrity-based project.

MR. QUINN:  Ms. Wade, thank you for that answer.  But you clarified it as for 2024.  Were there not some projects that were moved into 2023?

MS. WADE:  Sorry, just one moment.

MR. WELLINGTON:  Mr. Quinn, I just want to confirm that we are talking about the same thing:  So some of the projects that are net new to 2023 might not be net new projects, but they might be projects that were deferrals from 2022.  So I just wanted to clarify, if that was part of your understanding.  Some of them are net new, as I describe earlier, as well.  But I just wanted to confirm that you had an understanding that both were contributing to the new projects.

MR. QUINN:  They are both contributing.  What I am concerned is were all of the projects that are expected to be done in 2023, because you have moved them into 2023, did they go through the IRP process, particularly those that were brought in from future years?

MR. WELLINGTON:  Okay.  So I honestly can't think of a scenario where we brought one in from future years.  I am not saying I can say that with certainty, but largely our challenge has been, in our capital update, that we have had deferrals and carryovers from 2022, putting cost pressures in 2023.  And so anything that would be net new in 2023 would be a function of those deferrals, or emergent investments that have come out.

To the extent possible, we have been pushing work even beyond 2024, because we recognize this is a test year and, you know, we are trying to manage to the commitments we made in terms of the in-service capital over the three years.  But there shouldn't be -- I can't think of one example where we have pulled work from a future year back into 2023.  There would have to be a really good reason to do that and I can't think of one example where it's happened.

MR. QUINN:  Okay.  I'll accept your answer.  I guess we'll see a distinguishment in Undertaking J13.12, I believe it is, that you are providing Ms. Girvan about projects that have been moved in.

MR. WELLINGTON:  Okay.

MR. QUINN:  Okay, thank you.  I wanted to touch on, just at, initially, a high level, if we could turn to page 43 of our compendium.  Actually, page 44, because it's got the wrong cover on it.

This is from a discussion that you, Mr. Wellington, and Mr. Sanders had about the St. Laurent project and EDIMP.  And, Mr. Sanders, you contributed some experiences you had in the St. Laurent project that, in my summary of saying this, and you can correct me if I'm wrong, by doing additional analysis of the pipe, you determined that a section should be cut out.  Do I have that correct?

MR. SANDERS:  That's correct, Mr. Quinn.  So, following the decision, we implemented, as I described, an emergency operations centre to look at the project and look at the assets.  Once we stood up that EOC, we immediately launched into integrity digs and we launched into securing a crawler tool and deploying the crawler tool.

Following that work, we identified a section of main that had identification of an 80 percent plus all loss section and, as fate would have it, it was immediately underneath a section of the on-ramp to the 417, so put in a very difficult spot.  The integrity team did their work, did the assessment on the findings, and made the recommendation to immediately replace that pipe.  And so I believe, and I'm using an approximate, about 800 metres of pipe had to be replaced immediately from that.

MR. QUINN:  And so, as a result of that effort, which we appreciate, the condition rating of that overall pipe should be better as a result of you finding the weak spot, or the weak link, in the pipe.  Would you agree with that?

MR. SANDERS:  No, I would not.  The determination from the crawler tool samples -- and we'll have all of the detail, and I don't want to get into the all the detail now, because it will be available as we apply for Leave to Construct -- but I believe we were able to inspect about 30 percent of that pipeline with the crawler tool, something around that neighborhood.  So we weren't able to get in and look at the entire asset.

MR. QUINN:  Okay.  Well, I don't want us to go into detail.  It sounds like we will read some of this in the application.  But my generic question is:  Can Enbridge not do this, whether it would be through EDIMP or other processes, in a way that the view would be how do we extend the life of the asset?  I'll stop there.  As you envision EDIMP, is that not what you are going to be doing in the EDIMP process?

MR. SANDERS:  That will be one of the potential outcomes.  But I will say that, with the EDIMP program, like all of our integrity programs, the number one goal is to ensure that safe reliable operation is continued.  That's number one.

MR. QUINN:  Okay, fair enough.

MR. SANDERS:  Number two, we'll look at what is the best method to ensure that that continues.  In some cases, that is, as we would euphemistically call it, "pig and dig."  We would go at it that way, to do the repairs on a very specific basis, much like we do in the transmission program today that you are familiar with.  We'll pinpoint an anomaly, we'll go and dig that particular section, and we'll do the repair if we can and replace if we have to.  So I envision that some of that would be exactly what we saw in St. Laurent with the crawler tools.

Again, I don't want to into all the details, because we'll get through all of this stuff in the Leave to Construct, but there are limitations to those tools, as well.

MR. QUINN:  I understand the limitations, but it sounds like you've come overcome some of them with the encouragement of the Board, and we respect that.

I guess my last question in this area, though, is that EDIMP, as the settlement agreement is laid out, comes with some reporting requirements.  Can you help me with what you envision on the reporting requirements for ensuring ratepayer value from the program, focused on extending the life of the assets?

MR. SANDERS:  Well, I'm open to discussing what the reporting requirements should look like.  I envision we will report, on an annual base, the minimum of what we're finding.  We've already begun the work of identifying the specific assets that we will target with the EDIMP program and then begin the program as quickly as we can.  In fact, I think we'll say we've already started on that.

I can't give you the details of what that reporting would look like right now.  I am open to input on what the expectations would be, or what the requirements might be, but I'm certainly open to further conversation on that.

MR. QUINN:  Okay.  Well, I think we'll handle that part through submissions.

The last part, if I may, is just a follow-up.  I was trying to get clarity from Ms. Girvan's discussion with you, and she referred back to Mr. Rubenstein's compendium.  I'm sorry, Ms. Adams.  I should have given you a head's up that I would go back there, but if you will pull up the SEC compendium from this panel, on page 17.  You were discussing this with Ms. Girvan this morning.  I just want to make sure the witnesses can see it.  Thank you.

The part that struck me was the amount of capital that is -- if we could just scroll down to the table just a bit, Ms. Adams; thank you -- showing the significant increase in capital for RNG in the 2023, 2024, and 2025 years.  Maybe it's just my misunderstanding, but, with the recent Ridge landfill, my understanding was that the RNG provider paid for the capital costs of connection.  Is that not correct?

MS. DREVENY:  So there are customer contributions on these projects.  There are two different ways that that can be presented.  It can either be through an upfront contribution in aid to construct, which I believe is what was landed on with the Ridge landfill project, or they can pay across the term of the project through a revenue component.

So, for the most part, these projects are shown that way, not with the contribution in aid to construct.

MR. QUINN:  So the entire capital cost is shown here.  There has not been a netting of any contribution expected to bring these producers on?

MS. DREVENY:  There will be a netting.  It will be through the revenue, not through a contribution in aid to construct.

MR. QUINN:  This money, though, would end up in 2024 in rates.  Would it not?

MS. DREVENY:  So, as I said, the majority of these projects are not going into service in 2024, either.  So there is a timing difference between the capital expenditure and when it will go into service.

I think I'd have to take it away, Mr. Quinn, and look at the individual projects and how they've been set up to fully answer your question.

MR. QUINN:  Well, specifically, and to hopefully draw this into some manageable parts, could you provide the revenue requirement implications of these projects, like you did for Ms. Girvan, showing the 2023 and 2024 projects, on a best-efforts basis.

MS. DREVENY:  If I can confer for a moment.

MR. STEVENS:  Just to understand your question, Mr. Quinn, you are asking for a breakdown of the RNG projects in 2023 and 2024 and the associated revenue requirement with those projects?  Again, I believe that you will recall that there was a proceeding where Enbridge Gas had approved a rate approach, or a particular rate, that addresses the connection of RNG facilities.  If I remember right, it's rate 315, but I may have that wrong.  And it is designed, as Ms. Dreveny indicated, to, with assurances, provide for recovery of the capital costs over the term of the project and the term of the contractual arrangements.

I don't know if that provides you with the clarity you need or whether it is necessary to have the project-by-project information.

MR. QUINN:  Not project-by-project.  I was looking for it in aggregate, so all of the projects and their implications for 2023 and 2024.

My question would be:  Is the additional revenue caused by these increased costs included in the budgeted revenue forecast?

MS. DREVENY:  We would have to take that away and confirm via undertaking.

MR. QUINN:  Okay.  If you could confirm it as part of the undertaking, but include that aspect of the revenue requirement implications, that would be appreciated.

MR. STEVENS:  Sorry.  Just to be clear, I want to make sure I have the question right.

MR. QUINN:  Sorry?

MR. STEVENS:  I just want to make sure that I have the undertaking right in terms of what we will be advising as to.  So you are asking, for 2023 and 2024, to advise as to the revenue requirement associated with the RNG projects and whether the associated revenues are included in the revenue forecast?

MR. QUINN:  Yes, the budgeted revenue forecast.

MR. STEVENS:  Right.

MR. MILLAR:  J13.19.
UNDERTAKING J13.19:  FOR 2023 AND 2024, TO ADVISE AS TO THE REVENUE REQUIREMENT ASSOCIATED WITH THE RNG PROJECTS, AND WHETHER THE ASSOCIATED REVENUES ARE INCLUDED IN THE BUDGETED REVENUE FORECAST.

MR. QUINN:  I am getting assistance here, but I want to make sure we get this right for the record.  If it isn't, if the revenue isn't in that forecast, where would it be?  How much is it and where would we find that in your forecast?

MR. STEVENS:  We can add that on to the undertaking.  It would advise further where the associated revenues are found in the forecast, if they a not in the revenue forecast.

MR. QUINN:  Thank you.  And with that, Commissioner Moran, those are my questions.  And thank you to the witness panel, thank you to the Commission Panel.

MR. MORAN:  Thank you, Mr. Quinn.  Next, I have Energy Probe.  Mr. Ladanyi?
Cross-Examination by Mr. Ladanyi:


MR. LADANYI:  Thank you, Sir.  My name is Tom Ladanyi.  I am a consultant representing Energy Probe.  First, I would like to ask the court reporter whether she can hear me.  Thank you.

As I indicated in my note that I sent out with my compendium to you a couple of days ago, I intend to gain a better understanding of your asset management plan, the utility system plan in your capital budget by focusing on two capital projects that may be indicative of what is in EDIMP, USP and the DIMP.


Mr. Millar, may we have an exhibit number for the Energy Probe Panel 11 compendium, please?

MR. MILLAR:  K13.2.
EXHIBIT K13.2:  ENERGY PROBE COMPENDIUM FOR PANEL 11.


MR. LADANYI:  Thank you.  Can you turn to tab 1?  And this is an article by Jaye Robinson, councillor for Toronto Ward 15, in the August 2023 edition of Leaside Life, the monthly newspaper in the Leaside neighbourhood of Toronto.  Ms. Robinson mentions eight condominium developments in her article; do you see that?

MR. WELLINGTON:  Yes, we do.

MR. LADANYI:  Thank you.  Is this the first time that you found out about these condo developments?

MS. BURNHAM:  No.  We have been in contact with the developers for the Bayview and Eglinton area.  So we do have some information regarding this development.

MR. LADANYI:  In general, how do you find out what large condominium developments in Toronto?

MS. BURNHAM:  Typically, the developers will reach out to us in advance, especially if they are significant size and scope.  There is a number of avenues they can reach us through.  We have an application system, where they can apply for natural gas.  We have regional contacts, where they can get in touch with the regional contact and then, through the in-franchise sales team, we also have people who connect with the builders on a regular basis, and they can reach out to their partners through that avenue.

MR. LADANYI:  So do you have regular meetings with large condominium developers, such as the Gupta Group or RioCan?

MS. BURNHAM:  That would be through the in-franchise sales team, and through that builder network.  I am not aware of how often they connect with those builder groups, but they do connect with the larger builders across the province.

MR. LADANYI:  So when you learn about large developments such as at Bayview and Eglinton, do you do a network analysis to see if you will have adequate pressure or capacity in the area when these are built?

MR. CLARK:  Brad Clark:  Yes, we do.

MR. LADANYI:  How often do you do a network analysis and how far in the future does it go?

MR. CLARK:  So we do network analysis essentially on the distribution system, almost on a daily basis depending by the network.

We do conduct and, as part of the load-demand forecast that underpins the AMP, we put together a 10-year demand forecast including, or additionally, a base year from 2022 to 2032.  And, in that information, we use an econometric forecast of total customer additions, as well as, where available, local knowledge that has been -- that is brought forward by the regions, as well as any information we have on rezoning.

MR. LADANYI:  When was the last time you did a network analysis of the Bayview and Eglinton area?

MR. CLARK:  I can't give you a precise date but, like I said, we are updating these models and updating the demands as demands come in.  And that's essentially a daily or weekly basis.

MR. LADANYI:  What information do you get about pressure, for example, or flows in -- do you get these from the meters in the area?  Or do you get it from your regulating stations, that is essentially sent to your central office?  How do you get this information?

MR. CLARK:  Sorry, just to clarify, do you mean the flows on the system?  Or the incremental demands from the developers?

MR. LADANYI:  Well, I am just trying to understand.  So there is the incremental demand, which is you get the information.  And how do you get -- well, let's start like this:  What data do you get to -- like, how do you put together this incremental demand?

MR. CLARK:  Okay, maybe if I can start, the demand that underpins our hydraulic models is updated annually.  And then as I mentioned, as things come in, it is updated again, further, live.

That demand, the flows, the pressures that result from that are verified against system measurement, where we have it available, again on an annual basis to ensure that the base model starting every year is correct.  And then we add flows, we add demands to that, and we add pieces of pipe as they come into the system.

When a customer like this requests service, we take their demand request and add that to the system, and ensure that we can meet either their required pressure, because sometimes they do have a required minimum pressure, or that it satisfies our system minimum pressure.

MR. LADANYI:  So this is network analysis.  And I am not sure what it looks like.  Does it produce a report that could be filed with the OEB?  Or is it just something you see on the screen?

MR. CLARK:  It does not produce a report.  We use Synergi or DNV GL Synergi software, and it a live, hydraulic model that is very complex.  It does not produce a report that we can file.

MR. LADANYI:  So if that analysis from your network analysis shows that the pressure in existing gas mains at Bayview and Eglinton is going to be too low in 2028, for example, when all of these condominium buildings are built, what would you do?

MR. CLARK:  So, in the event that these increased demands breach our system minimum pressures, then that is when we look at developing what is called as a need, which is language that was coined during the IRP hearing, but essentially a need, or a need for reinforcement.

Through that reinforcement need, we will look through a variety of options, including station biasing, station upgrades, MLP upgrades and other options, finally settling on a facility if all other options have been evaluated and rejected.

And then that will kick off a scope for reinforcement that will be entered into Copperleaf, and ultimately into the AMP.

MR. LADANYI:  So looking at Bayview and Eglinton, as far as I know the closest extra-high-pressure mains are at Eglinton and Victoria Park, which I think is at Jonesville and Ashtonbee stations, or at Bayview and Steeles, or at Bayview station, which is near the Brickworks.  So I guess you would look at these stations and what, do some modifications?  Or what would you be doing?

MR. CLARK:  There is a variety of options that could be considered; that could be one of the options.  Additional pipe in the area could have been an option, as well, or interconnecting previous pipes that were not previously connected to redirect flows.

MR. LADANYI:  I am glad you mentioned pipe.  So a potential reinforcement would be actually a project, let's say replacing existing mains with larger diameter pipe or making other changes to the piping system.  Is that right?

MR. CLARK:  That is one of the options.  Yes.

MR. LADANYI:  And they could be, kind of, far away from Bayview and Eglinton?  They could be, for example, at Victoria Park?

MR. CLARK:  They could be upstream.  Yes.

MR. LADANYI:  So does your current asset management plan, the one that is on file with this, in this case, and the utilities system plan or the budget forecast that we have seen several times in this proceeding include any projects that are required to maintain the required pressure at Bayview and Eglinton, any of these reinforcement projects we just talked about?

MR. CLARK:  At this time, I don't believe there is anything in there, because it is at early stages, and a detailed scope is still being evaluated.

MR. LADANYI:  So let's say in the intervening years, I am trying to understand how your process works -- let's say, two years from now, you find out that you'll need some reinforcement, and the reinforcement might have to be in 2027.  What do you do then?  You just build it and, because you're going to be under different rebasing, we'll hear about what you've done in 2029?

MR. CLARK:  It depends on the scope of that reinforcement.  But, if we want to take it back to first principles, if you will, we have that request for a demand on the system.  We do that network analysis to analyze the impact on the system.  Should that require reinforcement, after we've exhausted other solutions, and it passes through costing and is agreeable to the customer as well -- that's a key component -- then the scope for a project is created, costed, entered into the AMP, and is open to IRP consideration.  And then it will flow through the IRP process before eventual construction.  And, of course, that reinforcement could also be large enough such that it strikes an LTC environment and, naturally, we would follow that process.

MR. LADANYI:  Since you mentioned IRP -- actually, it was not one of the questions I was going to ask you -- but, since you mentioned IRP, how would you avoid doing this reinforcement?  For example, there are going to be eight large condominiums at Bayview and Eglinton.  They are all probably going to -- each one is going to have two boilers and probably an emergency power generator.  What do you do?  Are you going to ask them to install more efficient boilers?

I'm trying to understand what exactly you expect you would be doing.

MR. CLARK:  So it's not clear if a reinforcement is required in this scenario, but, just expanding on that thought, if a reinforcement is identified, then the IRP team would look at various IRP solutions.  But, broadly speaking, they would be looking at reducing the existing demand on that network, not specifically that customer's demand.

MR. LADANYI:  Okay.  Can you turn to tab 2.  And tab 2 is -- and the only reason I've included this -- actually don't scroll.  This is exactly what I want you to look at, is the date of this document.  This is an online, I guess, blog, if you like, or newspaper.  And it says that this condo was announced, or at least was known, on November 20, 2021.  So this is several years ago.

I presume that Enbridge would have known about this condo, either at that time, or maybe even earlier.  Would I be right?

MS. BURNHAM:  This is Jennifer Burnham.  The local team may be aware of the plans.   We have not had contact by this developer or customers yet to proceed with any level of design or engagement on this project.

MR. LADANYI:  This specific project?

MS. BURNHAM:  This specific one.

MR. LADANYI:  So they have actually made no contact with you?

MS. BURNHAM:  Not to my knowledge.  The local regional team has not -- we don't have an application.  There are existing buildings there.  We have not received an application to cut off the existing natural gas services so they can demolish the existing houses or buildings that are there.  We have not had contact on this project in terms of starting the design and understanding what they are going to do in the future.

MR. LADANYI:  I believe there are three or four small homes in the area.  They are going to be demolished and this condo is going to be built.  I am actually very surprised that there has been no contact.  This is really quite amazing, to tell you the truth.  I had not expected this would be the case at all.

So the next few questions are going to be theoretical, I guess.  You obvious have a lot of experience with providing service to large condominiums like this one.  What would be the cost of providing services to this building?  And I'm particularly looking at the cost of a service line, a gas meter, a pressure regulator, or perhaps the building would have multiple gas meters.  Typically, how much does this cost?

MS. BURNHAM:  It's Jennifer Burnham.  It would be very hard for me to quantify, in particular, this example in terms of cost.  Maybe I can provide some examples of how the cost may vary.  So, depending on the load, the service size and pressure.  You know, we would determine whether installing plastic or steel, depending on the pressure for the service line, depending on the location of where their equipment is going to be, and the load would impact the station size.  If they choose to do in-suite metering, then we're hanging meters for every resident, versus having a bulk metering station, which is one station that feeds the entire building.  So the cost can vary greatly.  And then, when you think about the infrastructure in the area and the actual constructability, it can also vary greatly.

So, you know, to provide a cost for this particular case, or even examples of this case, it would be very challenging.

MR. LADANYI:  No, I don't mean this case.  I'm talking in general.  Because, obviously, in Toronto, I understand there are about 2,000 large condo buildings, already, so you must have some kind of rough idea.  Like, $30,000 for a typical condo building, or is it $5,000?

MS. BURNHAM:  It's probably more.  I would say it's greater than $30,000 for some of these investments that we are constructing in Toronto.  If you look to other areas, they may be less.  The constructability in Toronto can be a challenge, given the infrastructure that's under the ground, the ground covering, the development.  It's existing development already, and going in there and building it up can be quite costly.

MR. LADANYI:  And would these assets -- I mean, the service line meters, regulators, and so on -- be designed for peak gas flow?  For example, for gas flow on the coldest day in winter, when the electrical power is off and the emergency power generator is also running on gas.  So we have two boilers and the emergency power generator running.  What would you be designing for that, for the peak?

MR. CLARK:  It's Brad Clark.  For the services and the meter sizing, that is taken into consideration.

MR. LADANYI:  Would you do a feasibility analysis on an individual building at all, or not?

MS. BURNHAM:  Is this the project feasibility?

MR. LADANYI:  That's right, yes.

MS. BURNHAM:  Yes.  It depends on the application.  So if we have one tower being submitted, and that's the only tower that we're aware of and it's not a whole complex, we would design the system and cost the system based on that tower's load, or request, and we would do the economic analysis on that project.

If it's a broader project by the same developer and we know that, over the course of five years, they're going to build four towers, we would take the total cost for those four towers and the revenue associated with those four towers and do the economic analysis on that.

MR. LADANYI:  So let's say -- I'm trying to understand.  So the incremental cost would be, let's say, $50,000 for the service line, the regulators, the meters, and so on.  And would you include, in this economic analysis, any costs on reinforcement that might be required at a future date?  Would you include that in it?

MS. BURNHAM:  So we do, at the project economic level, put a percentage on the cost for the normalized reinforcement, and then the overheads, as well.  So, on every economic analysis at the project level, there is a percentage assigned to that project that takes into account any normalized reinforcement over a period of time, as well as the overheads applied to the project, and then the direct project cost itself.

MR. LADANYI:  So could you turn to an exhibit we saw this morning, which is ADR.6, page 2, table 1.  Am I right in understanding that none of the projects at Bayview and Eglinton is included anywhere in these costs?

MS. BURNHAM:  When we build our capital budget, so, for example, the $304 million that's in the capital budget for 2024, unless it is an extremely large project, we tend to not build projects at an individual level, because we may not, across the province, know exactly where those projects are going to come on.  So what I would consider these developments, at Bayview and Eglinton or other subdivisions across the province, we may not know the timing of those.  We may not know the exact parameters of those projects.  So we take, really, a portfolio-level approach to calculating the $304 million.  So how many customers we think we're going to attach, times an average cost to attach the customer, create that $304 million.  As these projects come on, you know, we draw down that $304 million.

I would say, if we had very significant projects -- and that's more in the commercial and industrial range -- so, if we know there is a significant industrial customer coming on the system somewhere, you may see those budgeted, in particular, for a particular year.  But I would say that these types of developments are pretty regular through the course and get counted as part of the averages that we use when we calculate the budget forecast.

MR. LADANYI:  Before I go to my next area, I just want to get a confirmation, for what we see in this table are really estimates based on averages.  They are not specific to projects.  And the actuals will be probably be quite different than what we see on this table.  Is that right?

MS. BURNHAM:  So I wouldn't say -- I mean, the actuals will draw down these in various different ways.  Right?  So if we see a mix change, then the mix of that forecast, those forecasted dollars would change.  But, at the end of the day, if we are calculating the number of attachments, those attachments stay whole, the mix -- and when I say the mix between residential, you know, large condo developments, commercial-industrial -- if that mix stays relatively steady then, if we take the averages from past years, increase them by a certain amount of inflation and do the math, we should come out pretty close to what we have accounted for in the budget.

MR. LADANYI:  And also as I understand from what you have said, you have sufficient spare capacity in most areas in Toronto that large buildings can be added.  They might have higher load than your average, and you can still accommodate them.  Would that be right?

MR. CLARK:  I don't think I could specifically say that.  Each one is evaluated individually, and is looked at on a case-by-case basis.

But the system's ability to serve a demand is very much dependent on where that demand is occurring, as much as -- the location is just as important as the demand itself.

MR. LADANYI:  So I would assume and, you know, I am getting really off my topic here, but let's say this Yonge and Eglinton area, it has been -- there are many new buildings that have been built here over the last 10 years.  So are you concerned that you don't have enough capacity here?  Are you now currently planning other reinforcements to serve this area?  And some of these are included, in fact, in these tables, in this table 1 that we see here on the screen.

MR. CLARK:  So, as part of our demand forecasting as I mentioned before, which we call a system reinforcement plan or the SRP, we created a 10-year demand forecast with the best-available information, including total customer counts, some of that locational information from rezoning and from our operational offices to create that forecast and run that through our hydraulic modelling to see where the systems does require reinforcement.

I am not aware of any reinforcements off the top of my head that are in these areas that have been specified as part of that plan.  However, one large customer coming into those areas could change that.

MR. LADANYI:  Okay, thank you.  Now let's move to another area and let's turn to tab 3.  And in the next few questions that I am going to have are going to deal with a large subdivision development in Whitby.  And there was an OEB decision in that case.  And so this page, just is the cover page for this decision.  This is the page I want you to look at.

And the reason why I have included this page, this page summarizes what this development is about.  So you are familiar with this development?  You have heard of this?

MS. BURNHAM:  Yes, we are aware of the development.

MR. LADANYI:  Thank you.  Now, can you turn to tab 4?  And this is the transcript of a technical conference of January 18, 2023, earlier this year.  And if you can turn to -- it's not the entire transcript.  Keep going, and you go to page 132.  There, you can stop, please.

Here, I am cross-examining or actually asking questions at the technical conference of Mr. Matthew Cory, who is a representative; he is actually a planner and the president of his own company, planning company.  And he is representing the landowners of the Brooklin landowners group; they are the developers.  Do you see that?

MS. BURNHAM:  Yes, we do.

MR. LADANYI:  So I am going to read some of my questions and his answers, because I think there is some important information in there that I would like to discuss with you.  So I asked him first:
"When a developer gets all of these approvals, the developer starts putting in these services, sometimes before they build the houses.  They put in sewers.  And I guess the roads.  Do they install gas, or does Enbridge install gas?"

And Mr. Cory replies:
"So a developer typically never installs the trunk services, the big pipes and the big wires that can convey everything.  Although they can, especially if the region and town have limited capacity.  There are front-end agreements that are often entered into, where the developers will, to speed things up and get things going, undertake to build those things on their behalf and get the development charge credit."

On the next page, page 133, I ask Mr. Cory:
"So the sewers and the watermains and streets will be built by the developers, would they?
"Mr. Cory:  Yes, at the local level everything:  stormwater management ponds, at least the parklands, not necessarily the facilities in the park, the school sites, the commercial."

And there, I cut him off, and I say:
"Gas pipes?  Would you lay gas pipes in the streets?  You mentioned trunk.  I am talking about the actual street."

And Mr. Cory replies:
"The developer delivers everything in the street, including the local electricity distribution.  Yes."

Then I asked him:
"There is something called joint-trenching or, as many of the services as possible are put in the same trench at the same time to save costs.  Is that right?"

And he replies, "That's correct."

So my question to you is did Mr. Cory correctly describe what Enbridge does with large subdivisions?  Does Enbridge install gas mains on the main arteries, and developers install all of the gas mains on the streets and services to homes?

MS. BURNHAM:  It is Jen Burnham:  So Enbridge Gas does contract to have the gas main, what I would call the feeder mains, in most areas, installed.  In some areas, the developer has employed a joint-utility trench model, where they hire a contractor to install the electricity, the telecom, the gas main.

Those contractors, we also have a relationship with them, so we actually pay the contractor a portion of that cost to install the gas main.  We approve that contractor, so the developer can't just take anybody to put in the gas main.  That contractor has to be qualified by Enbridge to put in the gas main.

We inspect the gas main as it is actually going in so, although a contractor outside that is contracted to the developer to do everything all at the same time, we have an inspector who makes sure that the contractor is installing that pipeline according to our codes and standards.

We document that pipeline, we own that pipeline.  And, again, I would say it's not done in every subdivision; there are locations across the province where the developers and the builders have taken advantage of a joint-utility trench model in other areas where we have our contractors directly go in and install the gas main, not in a joint-utility trench way.

MR. LADANYI:  Do you provide him with the material, the developer with the materials?  Or do they provide their own materials?

MS. BURNHAM:  So Enbridge provides the contractor who is doing the gas main installation in that circumstance with the materials.

MR. LADANYI:  And you would also -- the contractor would also install pressure regulators and meters?

MS. BURNHAM:  No, not the joint-utility trench contractor.  We would have another contractor that is hired by Enbridge to set the meter, do the turn-on and complete the inside inspections, as well as the regulators.

MR. LADANYI:  Would that be for example, Lakeside?

MS. BURNHAM:  lakeside would be our contractor who is doing that.  Yes.

MR. LADANYI:  Yes, thank you.  Now can you turn to tab 5?  And that is the transcript of the hearing, which was on March 31, 2023.  And can you turn to page 47?  Right there, thank you.

And here I am again, and I am again with Mr. Cory.  And I say:
"Okay.  Let's move to another area.  So you are working on other subdivisions in the Greater Toronto Area, are you not?
"Mr. Cory:  Many."

And me again:
"Very good.  And as far as I know, in virtually all of these subdivisions, the homes that are planned have gas service.  They have a gas furnace and a gas water heater.  Is that right?
"Mr. Cory:  Yes, the vast majority do.  Unless you are talking about high-rise work that we do, and those typically have heat pumps in the apartments."

Me again:
"So what you are planning for North Brooklin is really the same.  You are planning 10,000 to 12,000 homes that will have a gas furnace and a gas water heater.  That is what I understand from the technical conference.
"Mr. Corey:  That is correct, although there is the blend.  Perhaps there are 14,000 homes, overall.  The component of the homes that are high density I expect will have heat pumps."

So based on what Mr. Cory said, some homes will have heat pumps.  Did you take them into consideration?


MS. BURNHAM:  We are just in high-level discussions right now around this development.  It is rather large.  The regional team would have -- I don't have the details on the actual loads that they are dealing with, what has been submitted to us.  Right now, we are just in the high-level design phase for this.


So I can't answer your question specifically on whether we've taken that into account.   On a normal subdivision, we would expect the developer to submit the loads that are needed and so, if they are installing heat pumps, that load that they're submitting would take that into account.


MR. LADANYI:  So let's go back to the transcript.  I said:

"Very good.  And you talked to Enbridge about getting gas service to the subdivisions.
"Mr. Cory:  Yes,  absolutely.  We are in talks with them to make sure there is gas available."


And that's what you just mentioned.  Then then I asked him:

"Enbridge has not asked for any contribution.  Is that right?
"MR. CORY:  No, they have not.

"MR. LADANYI:  Has Enbridge installed any gas lines yet, or nothing?

"MR. CORY:  There are gas lines into there, is obviously all of the existing Village of Brooklin, that we surround that has gas service and the discussions that I have had on the design side with Enbridge, they have identified a need for additional infrastructure trunks to be installed.  However, my understanding in discussions so far is that they have a capital budget and they have an ability to deliver that, and they are planning on delivering in a timely way."

Based on what Mr. Cory said, will the reinforcement projects be required to provide service to North Brooklin?


MR. CLARK:  Brad Clark.  So we have received some preliminary information, as was mentioned, for this development.  The nearby Village of Brooklin and the facilities there do not have the capacity to accept this incremental load, which is quite a bit larger than Brooklin itself.


So reinforcements scopes have been developed at the high level right now to provide the necessary feed to these subdivisions.  That does not include the piping itself, just the upstream reinforcement.  And those scopes are currently out for estimating and, once that is done, it will be communicated to the developing group.


MR. LADANYI:  So do you have a cost estimate of capital cost for the provision of gas to the subdivision yet?


MS. BURNHAM:  No, we don't have a detailed cost yet for this project.


MR. LADANYI:  So when Mr. Cory said that you have not asked him for a contribution, there's a possibility that, when you do the calculations, you might actually ask for a contribution in the future?


MS. BURNHAM:  We may.  The region is -- as we've said, we're looking at the costs right now, so we've identified reinforcement.  We're identifying the requirements of the project.  We will go through the costing process, we will run the economics, and then we'll have that conversation with the developer to understand if there is an aid to construct or not and how we approach that going forward.


MR. LADANYI:  So would I be right in assuming that none of the costs for serving the subdivision is in that table 1 from ADR 6?


MS. BURNHAM:  As I've said before, as we calculate our forecasts and costs, we do it in a very general, rolled-up area at a portfolio approach.  So I would say, based on the number of homes that we build -- because they will not build all 14,000 homes all at the same time in the same year; those will be diverted across the portfolio, across a number of years, likely -- those costs will be accounted for in that $304 million if our forecasts for those years are accurate.

So, if this project, in and of itself, increases our customer attachment forecast, those costs, that $304 million, could go up if we see more customers come on the system in a given year.  But, in the holistic way we budget, those costs will be accounted for in that forecast.


MR. LADANYI:  If I recall the proceeding, Mr. Cory mentioned there would be something like 750 customers in the first year.  So, I mean, is that what you're working on?  You are essentially working on the phasing, are you?


MS. BURNHAM:  The local team will work on the phasing.  That 750 will be part of -- I think we've got, over the next couple of years, 42,000 customers forecast per year; I can't remember the exact forecast for 2024.  Those 750 customers, if they are going to come on next year, they would be part of that 40,000 that we estimate on an annual basis.


MR. LADANYI:  And you would use the average costs per customer that you use elsewhere in the GTA.  Is that right?


MS. BURNHAM:  Yes, yes.


MR. LADANYI:  Okay.  now we're going to the end of my cross-examination.  Can you turn to tab 6.  It is a letter from Mr. Cory to Elexicon.  And I won't go through the letter in detail. I attached the letter as an invoice, and I want to take you to the invoice.  And you will see from the invoice -- could you go up some more.  That's good.  No, down, please. There, yes, so we see the totals.


Essentially, Elexicon is evaluating what has to be done for this subdivision, and Elexicon is charging the developers $71,000 for this.  And, obviously, the developers are not happy about this, but that's what Elexicon does.


So you are providing evaluations for nothing, are you?  You are not charging the developers anything to evaluate their proposals?


MS. BURNHAM:  Typically, we do not charge the customer.  It depends on the level of development we would have.  So, for large industrial customers, where the load is significant, where the project is of a significant size, and it is going to be a contractual agreement, we may ask for advance dollars to do prework in subsurface utility engineering to better understand the cost to them and confirm a cost, and we would enter into a relationship where they would pay that cost.  But, for your average developer, you know, we have the basic information.  The scope is not completely different.  We would have to look at what the reinforcement is; if it's, you know, considered normal reinforcement.


These costs would be part of the project when we run the economic feasibility, but we would not ask for them in advance to complete that work.


MR. LADANYI:  So, unless there is a contribution, really, all of the existing Enbridge customers will pay for this engineering evaluation.  It's not that the amount of money is great; I mean, look at $71,000, but I'm trying to get the concept of how this works for Enbridge compared to the way it works for Elexicon.


MS. BURNHAM:  I think those costs get assigned to the economics.  So, if we have to do anything extraordinary, those are regular costs of regular projects that would get assigned across all projects and be part of the economic analysis.  So part of our overheads to complete prework to understand where we install the pipe, what side of the road, any designs that we would have to do, would get accounted for in our overheads and attributed across all projects, all new projects, and there would be a certain percentage of costs applied in the economics, so the feasibility test.  So that customer would pay for part of that.


MR. LADANYI:  Thank you.  These are all my questions.  Thank you, witnesses, Commissioners, and the Court Reporter.


MR. MORAN:  Thank you, Mr. Ladanyi.  Next up is Canadian Manufacturers & Exporters.  Mr. Pollock.


MR. POLLOCK:  Thank you, Commissioner.  Can everyone hear me okay?


MR. MORAN:  Oh, yes.


MR. POLLOCK:  Oh, dear.


MR. MORAN:  Just a second.  I'm going to turn it down a little bit here.  All right.  Can you try that again.


MR. POLLOCK:  I'll give you another go.  Is this better?


MR. MORAN:  We're good, thank you.

Cross-Examination by Mr. Pollock:

MR. POLLOCK:  Okay, thanks so much.  And thank you to the witness panel for your time today.


I have a couple of discrete things that I wanted to get out of the way off the top.  Ms. Adams, I was wondering if we could bring up Volume 12 of the transcript for this proceeding and page 30 at the bottom.  I just want to orient the witnesses.


This is a conversation that you had with Mr. Rubenstein yesterday, I believe.  Do you remember having a conversation with him about the PREP project and the levelized proposal?


MS. DREVENY:  Yes.  I think, between Mr. Vinagre and I, we recall this.


MR. POLLOCK:  Okay.  And, as I remember it, and we can go to it if need be, he asked you about the Dawn-to-Corunna project, and specifically whether or not it was a similarly situated project in terms of the size.  D you remember that?


MS. DREVENY:  Yes.


MR. POLLOCK:  And, as I recall, you answered that they were similar in terms of size.  Right?


MS. DREVENY:  They are fairly close, yes, in terms of capital expenditures.  Is that what you mean?


MR. POLLOCK:  Yes.


MS. DREVENY:  Yes.

MR. POLLOCK:  All right.  And the second part that I wanted to confirm with you is he also asked whether or not Enbridge had prosed levellizing for the Dawn-to-Corunna project and, as I recall your answer, it was you didn't remember any such proposal.  Is that right?


MS. DREVENY:  I think that's what we said, which was later clarified by Mr. Kitchen that we would not need a proposal for that, either, due to the price cap IR.


MR. POLLOCK:  Okay.  And could we go to SEC's compendium at page 87, please?

So as I understand it, this is a table for the PREP project, and it shows a number of things, including capex and other income tax and various other things.

I was wondering if I could get you to undertake to create a table like this for the Dawn-Corunna project, please.

MR. STEVENS:  Mr. Pollock, it is David Stevens speaking:  So the premise of the equivalent table would see the 2023 to 2028 impact of the Dawn-Corunna project?  I am just curious --


MR. POLLOCK:  That's right.

MR. STEVENS:  -- in that the Dawn-Corunna project was completed in 2023 and, of course, pending the OEB's determination as to the rate base amount, will find its way into the opening rate base for 2024, which of course is different from the Panhandle project.

MR. POLLOCK:  Yes, certainly.  And maybe I can help you, Mr. Stevens:  The idea would be to help the panel see more similarly situated projects, what is on the one hand the levellized proposal would be and, on the other hand, what it would look like without a levellized proposal.  And so the idea would be to understand the PREP project in the context of, well, what does the levellizing proposal do?

MR. STEVENS:  And so the premise would be that essentially a six-year levellization would be proposed for the Dawn-Corunna?  Again, I am not objecting; I am just trying to make sure I understand.

MR. POLLOCK:  Yes, the 2023 to 2028; I believe that is six years, if I did the math in my head right.

MR. STEVENS:  Ms. Dreveny and Mr. Vinagre, sort of from a numbers perspective, is that something we are able to put together?

MS. DREVENY:  Subject to check -- we would have to check in with the team, but I think it is something that we could provide.

MR. STEVENS:  So, assuming we can, on a best-efforts basis, I suppose, Mr. Pollock, we are prepared to produce a similar analysis or table as we see for the Panhandle project at Exhibit 2, tab 5, schedule 4, attachment 2, showing a levellized approach for the Dawn-Corunna project, from 2023 to 2028, for illustrative purpose, understanding that that project went into service during the price-cap term.

MR. POLLOCK:  Thank you, Mr. Stevens.

MR. MILLAR:  The undertaking is J13.20.
UNDERTAKING J13.20:  TO PRODUCE A SIMILAR ANALYSIS OR TABLE FOR THE PANHANDLE PROJECT AT EXHIBIT 2, TAB 5, SCHEDULE 4, ATTACHMENT 2, SHOWING A LEVELLIZED APPROACH FOR THE DAWN-CORUNNA PROJECT, FROM 2023 TO 2028, FOR ILLUSTRATIVE PURPOSES.


MR. POLLOCK:  And so the second discrete thing that I wanted to touch on was I believe earlier today with Mr. Elson you were discussing the St. Laurent project.  Is that correct?  Do you remember that discussion?

MR. SANDERS:  Yes, we do.

MR. POLLOCK:  And I was just wondering as I was listening to that conversation, does the St. Laurent project -- and when I say that, I know there are, I guess, four phases or subprojects within that sort of umbrella -- but do any of them have in-service additions for 2024?

MR. WELLINGTON:  Yes, they do.

MR. POLLOCK:  Would it be possible to -- I mean, if it is already on the record, you can just point me to it.  But if it is not, could you undertake to provide what the level of in-service additions are for each of the planned near term?

MS. DREVENY:  Sorry, do you mean the in service per year for the various phases of St. Laurent?

MR. POLLOCK:  For each of the subprojects, how many or how much in terms of in-service additions would be, there would be, for at least 2024, if not the other years.

MS. DREVENY:  Okay.  I can confirm, in 2024; it is approximately $77 million.  I think we would have to take away what it is in the subsequent year.

MR. POLLOCK:  That is something you would be willing to do?

MS. DREVENY:  Yes.

MR. MILLAR:  J13.21.
UNDERTAKING J13.21:  TO PROVIDE WHAT THE LEVEL OF IN-SERVICE ADDITIONS ARE FOR EACH OF THE PLANNED NEAR TERM.


MR. POLLOCK:  All right.  And the third discrete item I wanted to touch on was you have discussed the capital updates with a number of parties.  But am I right in thinking that given the timelines around that, there were no customer engagements done with respect to the capital update?

MR. WELLINGTON:  Not that I am aware of, Mr. Pollock.

MR. POLLOCK:  Okay.  Thank you.  So getting into sort of the meat of what I wanted to talk about, I wanted to understand better both the value framework and the capital update, and how those things interacted.

And as I understood your opening, I believe you talked about -- there were sort of three -- I can decompose it into three things that happened that made the capital update necessary.  One was emerging needs, so there were new things that came into the picture that weren't there before.  There were deferrals, so projects that were there that are now no longer being done, and there was inflation.

Is that generally at a high level what was going on?

MR. WELLINGTON:  Yes, except that I would say that deferrals relate more to project work from prior years creating new cost pressures in 2023 and 2024.  And there were some responding deferrals made in order to try to balance the forecast.

MR. POLLOCK:  Okay.  So you may have answered my next question, which is the deferrals are independent; it is not simply that emerging things came in and caused to you to have to defer.  But you were going to defer things anyway, independently, and that is also part of what is in the regs.

MR. WELLINGTON:  No.  I think the deferrals would have been in general, and I am struggling to think of examples where it wouldn't.  But they would have been in response to the cost pressures from emergent investments and prior-year deferrals, which are essentially in response to other cost pressures.

MR. POLLOCK:  Okay, I understand.  So, in general, assuming we hold everything else constant, but if we are just talking about inflationary cost pressures, if you were to update the value framework, am I right in thinking that it would get a lower value framework score than before, because it is now costing more money to address the same risk or capture the same opportunity?  Would that be how it would work?

MR. WELLINGTON:  It would.  The exception would be cases wherein we have already committed costs toward a project, because the remaining capital expenditure to realize the value is then less, the way the value framework is set up.

So it might give us a skewed perception of the value for a given investment because, again, we have already made commitments to or we have already spent money on the investment at that point in time.

MR. POLLOCK:  Okay.  And so, as I understood your conversation with Mr. Rubenstein yesterday or perhaps the day before, with respect to the capital update, you didn't go through and do the -- I am going to call it the fulsome reprioritization process?

You did, I think you said, some reforecasting and then you have a spreadsheet where you deleted some things or moved some things around.  Is that right?

MR. WELLINGTON:  That's right.  We give consideration to value, but it's -- I would say we are looking at a number of different factors at the same time in making decisions.  But we don't go through a full reoptimization in the forecast.

MR. POLLOCK:  I think you described it yesterday in similar terms.  You called the value framework the baseline, and then you layered things on top of that.  Do I have that right?

MR. WELLINGTON:  I am trying to remember the exact context.  Can you just elaborate a little bit on the context of the conversation, so I can recall?

MR. POLLOCK:  Certainly.  I can be of more help than that.  So could we turn up volume 11 of the hearing transcript, at page 155?  Yes, the actual page -- yes, there we go.  And I guess go up one, so we can see the question.
"And as I understand -- well, let me ask you this question:  Do you strictly follow the output of the value framework process.  Do you rank the scores from highest to lowest, and that is how it works?"

And you answer:
"We use it as a baseline for review, so we accept the initial output.  But then we have to look at things like how it impacts resources.  And so there is stakeholdering, and you then you layer on things on top."

Does that help?

MR. WELLINGTON:  Thanks.  Yes, very much so.  So, yes, correct.  So we go through the optimization process. It helps us set priorities for those value-driven investments.  We then subject that to review with different stakeholders, giving due considerations to those outside factors which aren't built into our constraint tools.

MR. POLLOCK:  Okay.  And when you mention that you did some reforecasting, if I recall correctly you said it was mainly focused around 2024, I think you said, but there may have been some reforecasting a little bit further than that.  Is that generally what you were reforecasting?

MR. WELLINGTON:  Correct.  So we reforecasted 2024.  We've had updated forecasts for 2023, as well.

And so, as part of the reprioritization of the investment portfolio across the multi-year forecast, certainly, 2024 has been fully updated with cost estimates and, in cases where we deferred into years past 2024, there would be some investments in those years which have been updated, as well.  But we didn't do a full update to the 10-year forecast, just given the amount of time that exercise would have taken.

MR. POLLOCK:  And when you say you reforecast, I appreciate that there is the inflationary pressure, so I'm assuming that you are reforecasting the cost.  Are you also reforecasting sort of the output, the value, the positive value scores?

MR. WELLINGTON:  We have not completed that exercise as part of a capital update, but we have started going back in and asking investment owners to make corrections.  That process is quite time consuming, as well, so that will be
-- and, in reality, I think I mentioned this earlier, we're actually starting off the next cycle of developing our next asset management plan for next year, and we're obviously adding two years onto the planning horizon with that.  So part of that exercise will be updating value assessments for all of the investments in the asset management plan, including the new ones that are added as part of the two-year addition to our forecast.

MR. POLLOCK:  Okay.  So I'm a little bit confuse, and maybe you can help me, but I want to talk specifically about a few projects in the real estate world, one of which is the new London site project.  So could we go to page 205 of SEC's compendium.  I just want to orient us with some of the details of this project.

You can see at line 30 is the new London site and it's going to cost about $50 million and has an in-service date of 2026.  Do you see that?

MR. WELLINGTON:  Yes, I do.

MR. POLLOCK:  Okay.  So, if we go to CME23, attachment 1, page 20, just to orient you, this was an interrogatory that I asked and it was provided, I think, in March of this year.  And it shows the whole, sort of, slew of investments and it has the value score on the right-hand side.  Do you see that? SEC

MR. WELLINGTON:  Yes, I do.

MR. POLLOCK:  And, if we can go to page 20 of 26, it will require sharp eyes, but new London site, I have between halfway and two thirds of the way down the page.  Do you see that?

MR. WELLINGTON:  Yes, I do.

MR. POLLOCK:  And I have this is being minus 26,457 as a value score.  Do you see that?

MR. WELLINGTON:  Yes, I do.

MR. POLLOCK:  All right.  So, as I understand how the value score works, it is a net total of the cost of the project and then the benefit or the risk mitigated, and both of them are in value units which are thousands of dollars.  Is that right?

MR. WELLINGTON:  That's correct.

MR. POLLOCK:  All right.  So the net for this investment is negative $26 million, as it states right here?

MR. WELLINGTON:  Yes, that's what it shows in this view, and I would have to verify.  Many of our real estate investments are created initially as one project, but, because of the timing of land purchase and building construction, where it is a new build, they're generally separated into two separate investments.  And, in some cases, the land investment will carry the actual value.  So I would have to review this one in particular, but I have seen cases where all the value is shown in one investment and none in the other, so it skews the perception of how much value is tied to each part.

MR. POLLOCK:  Fair enough.  And that may come into play in a second, but could we go to page 76 of the SEC compendium.

This is the end of the spreadsheets that Mr. Rubenstein has prepared where he has ranked all of the investments in the spreadsheet in accordance with their value score.  And you will agree with me, I think, that, if we just had transplanted that minus $26,000 score, it would be the second-worse-scoring investment of all 1,420.  Correct?

MR. WELLINGTON:  Can you orient me as to which column is which.

MR. POLLOCK:  Yes.  I believe that the first column with numbers is the investment, sort of above the name or the identifier, and then the one beside that is the total investment score.

So, as I understand it, Mr. Rubenstein has ranked these such that the worst total investment scores are at the bottom here; so you can see it's large negative numbers.  And, if we were to flip up to the top of the table, they have the most positive investment scores at the top.

MR. WELLINGTON:  Okay, thank you.  Yes, so I would agree with your statement.

MR. POLLOCK:  All right.  But, as we can see here, that's not where the new London site is.  Could we go to page 52 of SEC's compendium.  We can see at row 9 that the new London site is now listed as one of the best investments, with a value score of positive 14,863.

So, as I take it, in the course of approximately four months -- so between March, when the interrogatory responses were provided, and July, when this was provided -- this investment has gained approximately $40 million in value.

MR. WELLINGTON:  It would appear so.  And, again, I would have to go back and review whether or not that effect that I described with respect to the land purchase and the building construction having separated the value score into a different investment may have come into play here.

It may also be that the value score was missing at the time that we made one response, and so we asked the investment owner to make that correction because it was missing.

MR. POLLOCK:  Okay.  I'm going to ask you for an undertaking, but I'm going to give you a little bit more here first.  We can flip back and forth, if it's helpful for you, but would you take it, subject to check, that, for instance, the VPC Core and Shell originally showed in the interrogatory response a negative 12,944 score and is now showing a positive 13,435 score.  Would you take that, subject to check?

MR. WELLINGTON:  Yes.

MR. POLLOCK:  Would you also take, subject to check, that both the Kelfield Operations Centre new land and the Kelfield Operation Centre building were originally listed as being negative 19,000 and negative 15,000 value score in the interrogatory and are now listed as positive 2.5 and positive 2, respectively?

MR. WELLINGTON:  Yes.

MR. POLLOCK:  Would you take it, subject to check, that the Sudbury Regional Operations Centre used to have a score of minus 4,950 and now has a positive score of 3,692?

MR. WELLINGTON:  Yes.

MR. POLLOCK:  And would you take it that the micro-operation site previously had a score of 12,627 and now has a score of 24,665?

MR. WELLINGTON:  Yes.

MR. POLLOCK:  So my undertaking to you is:  Would you please go back and review all of those listed projects and let me know what the cause of the variance is between the March interrogatory response and the July, I guess it's JT5.13.

MR. WELLINGTON:  Yes, we can.

MR. MILLAR:  The undertaking is J 13.22.
UNDERTAKING J13.22:  TO REVIEW THE PROJECTS LISTED IN THE MARCH INTERROGATORY RESPONSE AND IN JT5.13 AND ADVISE THE CAUSE OF THE VARIANCE IS BETWEEN THEM.


MR. POLLOCK:  I'm going to assume, and you can correct me if I'm wrong, that the decisions that you are making based on, at least in part, the value score, you would take into account, at least in some fashion, what that value score is when you're making that decision.  Right?

MR. WELLINGTON:  Yes.  When it comes to decisions made when we're rebalancing, I would say it's less of a factor than some of the other considerations that I've discussed as part of this proceeding, those being commitments already made.  That's typically the first thing that we're looking at.  Are we already committed to continue with a project?  Which, at the end of the day, would have some impact on the value, as I said earlier, because anything we've already spent helps improve the net present value for the remaining expenditure.

Also, we look at operational risk.  We certainly don't want to incur any new risk as a result of making those changes.  Value shows you the risk reduction relative to what you're spending, but it doesn't necessarily tell you that one investment is going to address a higher risk than another, so that has to be looked at separately.

And there are other factors; you know, commitments to other stakeholders, and such.  So those are the things that are considered.  The value score is, I'd say, one dimension of many that we have to consider.

MR. POLLOCK:  You would agree with me that --


MR. SANDERS:  Sorry, Mr. Pollock.  If I may, it's Jim sanders speaking.  I just wanted to offer, on the real estate front -- notwithstanding the undertaking and your questions, which are perfectly valid -- I just wanted to offer some context for the buildings.

Many of those projects have been about consolidation of infrastructure, so London is a good example, where we are trying to bring together multiple buildings into one site.  GTA West is a similar circumstance, and I think Peterborough is the same one.

So, as Mr. Wellington was describing, there may have been an update in the value calculation and the methodology bringing into account some of those broader contexts for the economics on those particular projects.

MR. POLLOCK:  Thank you.  And I will get back to that, but there is something I wanted to get to earlier, which is would you agree with me to the extent that decisions are being made about projects that should go ahead or shouldn't go ahead, at least in part based on the value score, a wildly varying value score will have an impact on what projects you think should go ahead?

MR. WELLINGTON:  This is Bob Wellington:  So maybe if I can just try to provide an example that I think describes what you just described.  So if we have two investments that have very different value scores that that would -- you are suggesting that that would or would not be a consideration that influences the decision on whether or not a project is deferred or cancelled?

MR. POLLOCK:  I would phrase it a little bit differently.  So I would say if you are going through the process, and I appreciate that there are some projects that have to go ahead, there are some projects where it is compliance or mandatory.  But there are some projects for which the main selling point is look, this is a great value.  The amount of money we are saving versus the amount of money that we are spending makes this a very attractive project.

And my question to you is to the extent that there are those kinds of projects that Enbridge has decided to go ahead with, wouldn't you agree with me that if that were to swing wildly one way or another, that it might impact whether or not you thought it was a good investment to go ahead with?

MR. WELLINGTON:  Okay, thanks.  I just wanted to clarify what you were asking.

MR. POLLOCK:  No problem.

MR. WELLINGTON:  Yes.  No, it would definitely have an impact.  I mean, the value score itself, particularly for those ones that are, you know, very high value, they tend to have a bit of profile to them.  And so the value score more or less confirms what we believe to be true.  And if it moves around, if it increases, in particular, it would be reflective of what the company already believes to be the case, and it is just basically a way for us to produce a measure that confirms that to us.

So certainly, it would be something that would help us make a decision on what to do with an investment in that case.

MR. POLLOCK:  But I guess wouldn't it mean that there are certain investments that you thought were a good idea that you might go ahead with, which now you shouldn't go ahead with because they are not as high a value?  Doesn't it shift the relative priority of various investments?

MR. WELLINGTON:  So, yes, I am just trying to make sure I am giving some context as I provide an answer.  But yes, it would be a consideration and something where, if a value score changes substantially, it might affect our treatment of that investment.

MR. POLLOCK:  So it would be -- sorry.  I didn't mean to cut you off.

MR. WELLINGTON:  I mean, I want to make sure I am going down the right path, if I am providing --


MR. POLLOCK:  I think you are getting there.  Yes.  If you haven't said it, I am happy to have it.  But if that's your answer, that's fine.

MR. WELLINGTON:  Yes  No, I --


MR. SANDERS:  Mr. Pollock, Mr. Sanders again, too:  I just wanted to offer in addition, much like your line of questioning, I am quite confident if we saw those significant swings in the value assessment, I would be asking the same question as you.

MR. POLLOCK:  I mean, I am glad to see that that's the case.

MR. WELLINGTON:  Mr. Pollock, sorry, can I just add one thing too?

MR. POLLOCK:  Certainly.

MR. WELLINGTON:  Just with respect to the real estate investments, because I know you have highlighted them, and they traditionally tended to show a lot of value because of efficiency that we gain through our operations.  And so to see one that was a negative value, such a negative value, in particular, just makes me think that there was some error with it.

But, per that undertaking, we will go back and confirm -- or not undertaking, but the checks that we have committed to, we will go back and confirm the cause for the change in the value.

MR. POLLOCK:  Okay.  And so really where I am leading to is this:  How can the panel of commissioners have assurance or faith that your capital plan is appropriate if some of the decision-making is based on value scores which, over the course of four months, have varied wildly?

MR. WELLINGTON:  So, I mean, again, if we use our real estate portfolio as an example, that -- it starts with the strategy.  And with real estate investments in particular, they tend to be driven by availability of properties and other things.  They are very difficult to say we are going to do -- you know, we are going to construct a new project in this year because this is when we see we are going to get the most value for it.  We don't have that degree of control in many cases, so a lot of them, we establish a strategy, and we, you know, establish an appropriate budget. We will do the value assessment but, you know, we are very often time constrained in those cases.

It is where we have programs such as Vintage Steel, where are station rebuild programs, et cetera, where we have a multitude of investments that need to be executed in order to achieve our asset class strategy, the value scores help us distinguish across hundreds of assets where the best return on investment lies, because of a -- you know, unique characteristic associated with that group of assets that is reflected through the value score.

MR. POLLOCK:  And if the value score is wrong, then you get the wrong idea about where the best value is.  Right?

MR. WELLINGTON:  Yes, that's right.

MR. SANDERS:  Mr. Pollock, Mr. Sanders again, here:  I would just also like to point out that that is one tool of many that we use to do that determination, and how do the Commissioners gain confidence in the overall plan.  It is reviewing the outside -- breaking it down into the different components of this, No. 1, meeting customer growth and customer need.

So as Ms. Burnham described, there is a process to walk through that to determine how do we know what capital we need for our customer growth.

I will say the second category, and probably one of the more important ones when we look at our assets from a life cycle, safety, reliability, risk Perspective, we have good visibility into many of those projects over multiple years, as Mr. Wellington has described.  This is not a one-off process that we would come and go with in any given year.  Many of these risks, many of these assets we are looking at over multiple years to determine what those requirements are.

And lastly is the value -- and probably the tougher one is the economically driven projects.  Yes, those are tough decisions that we have to make sometimes about we know there is value, we would like to make those investments.  We would like to see them as efficiencies.  But we can't always get there, given the constraints we have in overall capital.

MR. MORAN:  Mr. Pollock, I am wondering is if this is a good time for a break?

MR. POLLOCK:  Certainly, we can break now.

MR. MORAN:  We will come back at 3:15.
--- Recess taken at 2:59 p.m.
--- On resuming at 3:15 p.m.

MR. MORAN:  Mr. Scott -- Mr. Pollock, sorry, ready to proceed?


MR. POLLOCK:  I am, thank you, Commissioner.  I think I'm only scheduled for a few more minutes.

MR. MORAN:  Hold on a minute, Mr. Pollock.  Your volume is the opposite now from where it was.

MR. POLLOCK:  That's fine.

MR. MORAN:  Okay, we're good.

MR. POLLOCK:  Okay, thank you.  That was at the court reporter's request.  I turned town my volume so I'm sorry about that.

I only think I have a couple of more minutes left, so I wanted to just get into some small things and to finish off.  Could we pull back up CME-23, attachment 1, page 20.  All right.  Yeah, page 20.

I wanted to specifically ask you about the Dawn administrative centre. So I have it about a third to a halfway down the page, and it has value of minus 6,576; do you see that?

MR. WELLINGTON:  Yes, I do.

MR. POLLOCK:  Okay, and would you take it subject to check that this is one of the few real estate projects that actually did not change between the interrogatory response in JT5.13?


MR. WELLINGTON:  Yes, we can.

MR. POLLOCK:  So if we go to CME-24, please.  In this interrogatory we asked you specifically with respect to a few of the real estate projects.  One of the consequences that would occur if you didn't do these projects, and you can see that Roman numeral VIII is the Dawn administrative centre.  So if we could scroll to that, please.  You can see:
"If we didn't do the project there would be an increased maintenance and operational cost to continue to support facility operations.  You would see increased inefficiencies and costs within field operations if the site is too small for employees and equipment, and gender equality and barrier-free accessibility would continue to be hindered."

Do you see that?


MR. WELLINGTON:  Yes.

MR. POLLOCK:  So as I read this answer, the consequences are mainly monetary.  There are inefficiencies, there are hindrances, but not prohibitions to equality and accessibility.  But really what is happening is it would cost more to operate; is that fair?

MR. WELLINGTON:  Based on this description, yes.  I would have go to pack and review the entire investment to see what other value there was.

MR. POLLOCK:  Okay, so my question is:  In cases where the consequences are simply monetary, why would you ever go ahead with a project that has a negative value score?  I mean, isn't what we are saying that this is more costly to do than not to do?

MR. WELLINGTON:  I think it depends on whether we've expressed all the efficiencies in monetary units.

Again, we would have to look at how the value assessment was completed and the score was determined.

If labour savings, for example, were not accurately reflected, you know, we would have to take that into consideration and verify whether or not the monetary value associated with labour savings is being appropriately considered to help support the investment or not.

MR. POLLOCK:  Is it common that something sort of, I'm going to say, as readily quantifiable as labour savings wouldn't be accurately reflected in the value framework?

MR. WELLINGTON:  I'd say it's not common, but again it's something we would have to drill into in a bit more detail to validate whether or not it has been appropriately reflected.

MR. POLLOCK:  Okay, can we scroll up, please.  Sorry, when I mean up, I mean -- yeah, to the lower Roman numerals.  If we continue -- just there.  Stop, go a little bit down to the Kelfield operation centre, new building.

You can take a moment to read it but I would put it to you that the description in II for the Kelfield operation centre is, I think word for word the same description that was provided in the VIII in the Dawn administration centre.  Can you confirm that?


MR. WELLINGTON:  yes, it looks to be the same.

MR. POLLOCK:  So as I understand from the new update, the Kelfield project has a positive value score of positive 2000 or so.  If it is aimed at the same issue, can I ask, Why are you doing a project that has a negative score but not doing a project that has a positive score?

MR. WELLINGTON:  I think it may also come down to there are ways in the Copperleaf tool for evaluating certain benefits, so gender equality, for example, I don't know that we've got a great way to evaluate that within the tool, although the way that the assessments are done with the buildings we have submitted, I think all of them in our interrogatory responses at this point should determine what the costs associated with upgrading an existing building would be to, you know, meet that requirement and then compare that against if it's being proposed to construct new building and what the cost differential between those things are.


We use the FCI and AI, which are facility condition index and adequacy indices to establish what is the appropriate action to take to address those concerns.

MR. POLLOCK:  I may need you to unpack that all little more.  I understood these two descriptions to both include gender equality issues, so my question is why would you do one rather than the other?  And I take it that doesn't depend on gender equality; that's an issue in both?

MR. WELLINGTON:  Correct.  I guess it depends on which building has a greater deal of priority over the other, and value score might help us establish that.

And then there are those other factors that are subject to review with our stakeholders, which may not be reflected accurately or adequately in a value score.

MR. POLLOCK:  Okay.  I have one final area of questions that I hope is relatively quick.  Could we turn up the technical conference transcript, I think it's volume 6, at page 12 and 13.

So, Mr. Wellington, this is a conversation that you and I had at the technical conference.  I will give you a second if you wanted to read it, but I think I was asking you, you know, in what circumstances, once you've set the capital budget, in what circumstances would a new project come in such that you might, you know, be willing to eject an existing project.  Do you remember that conversation, at a high level?

MR. WELLINGTON:  At a high level, yes.

MR. POLLOCK:  So I asked you, and I'm quoting:
"In the event that significant capital investment becomes necessary in the planning horizon and have specific time constraints that are driven by various factors, Enbridge Gas will attempt to reoptimize the plan."

Do you see that?


MR. WELLINGTON:  I do.

MR. POLLOCK:  And I asked you, if we scroll down, is this basically only for mandatory or compliance projects, or is this for projects where the value is so high that you would go ahead and rejig the plan.

And if we scroll down again, you were giving me the answer, and I believed it was on the basis about the value.  So we can see at line 18 and 19 you say:
"To make a decision on how we can potentially make room for this particular investment if we feel that the value is high enough.

But then you said:

"And that are and there is a need to pursue it."

So I want to understand your use of the word "need."


Is it only for mandatory investment or investments that you need to do?  Or was it for investments that are relatively high in value rank that could also cause this?


MR. WELLINGTON:  I just need a moment ago and read this again to remember what I...


MR. POLLOCK:  Take your time.

MR. WELLINGTON:  What I was thinking of.  Thanks.

So I think the need, if there is a need, I think the way I describe it here is in terms of, you know, we have to proceed with the investment implies that it's -- you know, it's deemed as mandatory.

I think that's my response, is that it would have to have been kind of considered mandatory at that point.


Usually it is classified as such because it has to do with commitments to external parties or we, you know, the definitions that exist within the asset management plan in terms of, you know, exceeding an upper risk threshold as an example.

MR. POLLOCK:  Okay.  So to replay that to you, an investment that didn't have a need but was otherwise pretty valuable, that wouldn't enter your mind in terms of changing the plan?

MR. WELLINGTON:  I would -- just one moment, please.

MR. POLLOCK:  Sure.

MR. WELLINGTON:  Yes, sorry, Mr. Pollock.  So, I mean, again, I think we would take a look at something that had an extremely high value, but wasn't what I would define as a mandatory investment.  And, you know, we would have to make a decision based on a number of factors.  It wouldn't just be strictly based on value.  There would have to be some other factors that -- and I am hard pressed to think of examples, to be quite honest with you, to illustrate for you.

So it would be given consideration, but I can't say definitively that we would say yes, we will make a decision to reprioritize things because we have something that is non-mandatory, but is of high value.

MR. POLLOCK:  Okay.  Thank you, very much.  Those are my questions.

MR. MORAN:  Thank you, Mr. Pollock.  Mr. Daube, I think you are up next. Are you combining your time, once again, with Ginoogaming?
Cross-Examination by Mr. Daube:


MR. DAUBE:  Yes, thank you.  Good afternoon.  I am Nick Daube for Three Fires and today, Ginoogaming, as well.

Just as housekeeping, I am not going to mark my compendium yet.  I may not need it.  And Bonnie, hopefully Angela let you know, I am planning on spending most of my time on Exhibit 2, tab 6, schedule 1.  That is where I will be starting, and then moving to schedule 2 for the balance of the questions.  So if we could please start there with Exhibit 2, tab 6, schedule 1?  Thank you.

So just a couple of easy questions upfront, confirming that this is evidence from Mr. Healey and from you, Mr. Wellington.

MR. WELLINGTON:  Yes, that's correct.

MR. DAUBE:  And this is the utility system plan.

MR. WELLINGTON:  That's correct.

MR. DAUBE:  So just for structure today, the first category of questions that I would like to spend some time on, I would like to go through the strategic goals of the utility system plan and specifically the asset management plan.

Then I would like to talk to you a little bit about how those strategic goals apply to the asset management plan, and then maybe about half my time, how Enbridge Gas addresses risk in the context of the asset management plan.  So that's the general framework for the questions today.

So if we move to page 7, please, of this document, and the bottom of the page, please, paragraphs -- sorry, 7 of 55, page 7 of 55.  So you are looking for paragraph 12.  No, here we are.  Yes, paragraph 12, please.

So here we find the company's strategic priorities, which you say guide decision-making in the company.  Right?

MR. WELLINGTON:  Yes, that's correct.

MR. DAUBE:  And just as a point of clarification, I didn't quite understand this paragraph:  are you saying in the second sentence that the strategic priorities help to inform your approach to asset management and the asset management plan?

MR. WELLINGTON:  Yes, that's correct.

MR. DAUBE:  Thank you.  Now if we can -- we see in paragraph 13, this is just the introduction of a table setting out strategic priorities.  I would like to go to No 2 in that table, please.

And just confirming, here you describe deficiencies that benefit customers and the company.  You see that in about the middle of the box on the right, for No. 2.

MR. WELLINGTON:  Yes.

MR. DAUBE:  Now you mean Enbridge Gas customers.  right?

MR. WELLINGTON:  That's correct.

MR. DAUBE:  And, in No. 3, if we scroll down a little bit, we see safe and reliable infrastructure to the benefit of customers.  Right?

MR. WELLINGTON:  Correct.

MR. DAUBE:  Now do you agree that there is nothing in this table that expressly references the impact on residents of Ontario who are neither EGI customers nor future customers?

MR. WELLINGTON:  So I guess the one example I would call up would be on page 11, and really speaks to our energy transition objectives.  And really just that, in and of itself, should ultimately benefit not just our customers but the residents of Ontario and beyond.

MR. DAUBE:  So your position is that the energy -- the adaptation to energy transition over time, that's what you are talking about?

MR. WELLINGTON:  That's correct.

MR. DAUBE:  Enbridge is considering both customers and noncustomers when it is thinking about that strategic priority?

MR. WELLINGTON:  I think we are thinking about our ESG goals essentially, and beyond, just benefitting our customers.

MR. DAUBE:  Okay.  So you are not talking about your commitment to reliable and affordable energy, is that right?  Just ESG, in general?

MR. WELLINGTON:  Well, I think it contributes to both, but I think just in the context of the question you asked, THAT there is a benefit that extends beyond our customer base.

And I guess the other piece that I would, too, under extended growth -- and again not expressly described here but obviously they are -- you know, we serve industry and commerce in the province, which has economic benefit which indirectly benefits citizens outside of just our customers, as well, but again, not expressly defined within this table.

MR. DAUBE:  Thank you.  Anything additional?  Or is that it?

MR. SANDERS:  Mr. Sanders:  If I may just add one thing, also?  When you think of the secure, safe and reliable energy as well, because our infrastructure is in the municipalities, it's on roads, it's in easements, ensuring that that maintains a level of safety that is not risking the public or any other stakeholder who is not necessarily a customer would be part of that, as well.

MR. DAUBE:  Thank you.  Anything else?  I think you need to say it for the benefit of the reporter.

MR. WELLINGTON:  No.

MR. DAUBE:  I got you, though.  Thank you.

MR. WELLINGTON:  You are welcome.

MR. DAUBE:  Now if we go back to No. 3 in that table, you include, as a priority here I think you would agree, providing customers with a cost-effective and reliable energy resource.  Right?

MR. WELLINGTON:  Correct.

MR. DAUBE:  And this isn't really a question, I think this is obvious:  We see similar statements elsewhere in your materials in these sections.  Is that right?

MR. WELLINGTON:  Pardon me, can you repeat that?

MR. DAUBE:  Yes.  We see similar statements about cost-effective and reliable energy resource --


MR. WELLINGTON:  Correct.

MR. DAUBE:  -- elsewhere in your materials, pretty regularly?

MR. WELLINGTON:  Yes.

MR. DAUBE:  If we could go, please, to what I believe is going to be section 2?  Sorry, 2.1.  There we are.  Okay.  So paragraphs 15 and 16.

We see that objective once again at No. 2, cost effective and reliable, right, among other things?

MS. WADE:  Yes, that's correct.

MR. DAUBE:  And this is the real question here.  We're talking about not just now but throughout the net zero transition period and beyond.

MS. WADE:  That's correct, yes.

MR. DAUBE:  And you will agree no reference anywhere here to people who aren't current or future customers of Enbridge Gas?

MS. WADE:  I don't think explicitly, but it does say the objectives of Enbridge Gas as ETP are to support an orderly energy transition in Ontario, so it is trying to speaking to how our system can support the broader provincial goals.

MR. DAUBE:  In the same way that your colleagues just described before?

MS. WADE:  Yes, yes.

MR. DAUBE:  When you say here cost effective and reliable, you mean that -- you mean that, among other things, relative to other energy alternatives both now and throughout the net zero transition, right?

MS. WADE:  Yes, that's right.

MR. DAUBE:  This is Mr. Wellington's evidence, though.  He means that as well?

MR. WELLINGTON:  It is, although I didn't author everything.  There would have been input from my friend here.

MR. DAUBE:  That's fair.  Are those -- do you balance current and future customers equally in relation to that objective?  Are they equally important in terms of a cost-effective and reliable source of energy?


MR. WELLINGTON:  I think we look at all customers equally, so when you ask do we balance it, I guess my response would be, we consider them as important to us as one another.

MR. SANDERS:  Mr. Sanders here.  Maybe you can help me out.  When you say future customer, I think maybe that's why we're hesitating, just trying to understand better what you're thinking of when you say future customer.


MR. DAUBE:  I'm putting two in that bucket.  I'm including both the person who is your customer today who will be a customer in 2043, or you name it, and I'm including the person who is not at all a customer today, whether are they're not accessing energy or whatever.  They haven't moved to the province who will one day be a customer of yours.

MR. SANDERS:  That is helpful.  Thank you.

MR. DAUBE:  Does that change any of your answers so far?  Paragraph 15, still.  This isn't meant to be a trick question.  There is a reference to your asset management plan that I can take you to in a moment.  I'm just trying to figure out definitions for myself.

My question for paragraph 15, you used the word "objectives", and I want to know does Enbridge consider the objectives of the energy transition plan to be company objectives, alongside other objectives, for the purposes of the asset management plan?  And I don't want to -- I don't want you it feel like you're being cheated here so maybe we can being to the asset management plan itself, which is schedule 2, and I'm looking at page 50.

So you will see the very first line, a risk is defined as "the negative impact of uncertainty on the organization's objectives."


MR. WELLINGTON:  Yes, I see that.

MR. DAUBE:  So back to paragraph 15, please.  I'd like to know whether the objectives of Enbridge Gas's ETP are considered company objectives for the purposes of the asset management plan in that reference I just gave you.

MR. WELLINGTON:  I'm not sure there is a tie between what we were defining as risk in the asset management plan and energy transition, but just give me a moment to confer with my colleague.

[Witness panel confers.]


MS. WADE:  Sorry, we're conferring there.  So yes, we would agree that the objectives as laid out in the energy transition plan are also overarching objectives of the asset management plan.  We were just trying to find the page number where Mr. Sanders had it open, where it shows the exhibit 2, tab 6, schedule 2, page 23 where it has our strategic priorities, and these would fall within that adapt to energy transition over time.

MR. DAUBE:  Oh, great.  Thank you.  Thank you that's helpful.

So just briefly back to paragraphs 15 and 16, in that sense, that's the sense that you mean when you say here at paragraph 16, these strategic goals, these objectives in the energy transition plan, they help to inform your asset management plan and your general approach to asset management; is that fair?


MR. WELLINGTON:  Yes, that's fair.

MR. DAUBE:  Can we go to the same document, please, paragraph 52.  I think these are easy questions up front.  There are two primary objectives to the capital budget process that you set out at paragraph 52, right?

MS. DREVENY:  Correct.

MR. DAUBE:  And we talk about investment in the first, so I take it effective and efficient investment, and in the second we're talking generally speaking about efficiency, right?

MS. DREVENY:  Yes, that's correct.

MR. DAUBE:  Efficiency of the operation of assets, right?

MS. DREVENY:  Yes.

MR. DAUBE:  Now, am I right that there's nothing here anticipating the potential retirement or scaling back of specific assets due to declining use?  That just doesn't fit in your materials or this part of your operations?


MR. WELLINGTON:  So I guess I would offer first that we -- if we have indication that an asset will be underutilized, and upon some discussions over the last couple of days have reflected on smaller instances where, for example, we know that a customer -- a mine, for example, which has happened recently, no longer requires service -- so there is costs associated with disconnecting them from the system, right.  And these are small cases.  Not, you know, I think, the broader energy transition scenario that you are describing, but those would be the cases in which we would consider those types of costs in our budgeting process.

MR. DAUBE:  Okay, so it does fit in this structure that you are setting out here?

MR. WELLINGTON:  If we have awareness, yes.  And again, the budgeting process is really focused on, certainly the following year in a shorter-term planning horizon with the asset plan giving that longer-term look, which is only 10 years at this point in time, but that helps us have some awareness of where we would direct our funds, based on the value assessment process that we follow and is outlined in the asset management plan.

MR. DAUBE:  Do you understand what you just told me to fall into A or B?  Or it's just it wasn't included and we should read in that description to this general aspect of your analysis process?


MR. WELLINGTON:  I think it probably, loosely falls into A, but yeah, I would say it's not explicitly described in any way, shape, or form.

MR. DAUBE:  20,000 pages of material or whatever.

MR. WELLINGTON:  Sure, yeah.

MR. DAUBE:  You might re-do that paragraph if you did it again; is that fair?


MR. SANDERS:  If I may offer, Mr. Daube, I think the examples Mr. Wellington is giving, this is very rare.  This is not a material impact to the overall plan.

MR. DAUBE:  And what about stranded assets in the future, if it becomes a less rare occurrence?

MR. WELLINGTON:  I think we would have to start by having very specific information to understand which assets may become stranded and/or maybe underutilized, is probably a better term, or used differently, to make asset level decisions on; you know, what is the right investment?  Because ultimately, we would have to understand what the investments are, to go through a capital budgeting process.

MR. DAUBE:  That's fair.  Paragraph 54, please?

You are setting out here, this is closely related to what we just looked at, I believe:  you set out here the major aspects of capital budgeting?

MR. WELLINGTON:  That's correct.

MR. DAUBE:  And nothing here that expressly contemplates the potential retirement or scaling back of specific assets.  Right?

MR. WELLINGTON:  No.  As I said, we would have to have very specific awareness of which assets would be underutilized, at which point in time we could make decisions that drive the investments.

MR. DAUBE:  Basically the same answers that you just gave me on paragraph 52 apply more or less --


MR. WELLINGTON:  Correct.

MR. DAUBE:  -- to 54?

MR. WELLINGTON:  Correct.

MR. DAUBE:  Paragraph 55, please?  You list the main drivers for a capital need.  Right?

MR. WELLINGTON:  Yes.

MR. DAUBE:  And at (e), we've got capital expenditures to support the energy transition plan.  Right?

MR. WELLINGTON:  Correct.

MR. DAUBE:  And here, again, the only express reference is to expenditures.  Nothing about retrenchment, right?

MR. WELLINGTON:  That's correct.

MR. DAUBE:  And nothing here suggesting that Enbridge Gas plans on undertaking the kind of analysis that you just suggested would be helpful.  Right?

MR. WELLINGTON:  Again, it would come down to having a fairly specific understanding of which assets we could look at that might be impacted.  And then we could start making decisions on -- at a broader level:  What is the best way to manage that infrastructure and make decisions going forward.

MR. DAUBE:  Okay, thank you.  I would like to turn now to schedule 2.

This is the asset management plan, itself, if I'm getting my acronyms right.  And sorry, page 12, please.

So my general plan here, I think I am going to talk to you about some principles that I think you have set out here, your general approach to risk management and then we go on, probably get a little bit more detailed.

So, I am looking, first, at the last line of the first paragraph:
"Asset management at EGI ensures that value is realized through its assets while managing risk and opportunity."

Is it fair to say that your position is that managing risk and opportunity is an important aspect of realizing the value of the company's assets?

MR. WELLINGTON:  Yes.

MR. DAUBE:  And given that importance, you have robust processes in place for managing risk, many or all of which are described in this document.  Right?

MR. WELLINGTON:  The processes?  Yes.

MR. DAUBE:  As they apply to --


MR. WELLINGTON:  Yes, correct.

MR. DAUBE:  -- the assets under management and discussed in this plan.

MR. WELLINGTON:  Yes, correct.

MR. DAUBE:  I didn't mean to take you too far.

MR. WELLINGTON:  Yes.

MR. DAUBE:  And there are a number of ways -- and a large part or a portion of this document is doing this -- a number of ways in which Enbridge seeks to both identify and address risk.  Right?

MR. WELLINGTON:  Yes.

MR. DAUBE:  Okay.  Now if we go to pages 18 and 19, at the very bottom of the page when we get to assumptions, please.  I assume you will agree there are lots of ways -- or lots of reasons why it is important to address risk.  One reason is set out in this table.  One reason why effective risk management is important, I take it you will agree, is set out on page 19, when we see:
"Projects in flight that span over multiple years must continue until complete."

You see that.  Right?

MR. WELLINGTON:  Yes, yes.

MR. DAUBE:  And you also say:
"Once a project is in progress, it is inefficient and costly to terminate."

Right?

MR. WELLINGTON:  Yes, correct.

MR. DAUBE:  So that's one of the reasons.  There are other reasons, but that is one reason why identifying and addressing risk upfront is an important aspect of your business.  Right?

MR. WELLINGTON:  Yes.

MR. DAUBE:  These are just general principles that you can agree with or disagree but I -- I think you'll agree; I'd like to hear why if you don't.

Do you agree that the quality of a risk assessment is highly dependent on the quality of the information that forms the basis of that assessment?

MR. WELLINGTON:  I agree.

MR. DAUBE:  And similarly, reducing uncertainty on key questions will improve the quality of the risk assessment?

MR. WELLINGTON:  I agree.

MR. DAUBE:  That activity, reducing uncertainty, often includes attempting to identify how likely specific outcomes are of occurring in relation to a specific asset.  Right?

MR. WELLINGTON:  I agree it also includes identifying the range of potential outcomes and considering those in the assessment.

MR. DAUBE:  Do you mean the likelihood?  Or what do you mean by that?

MR. WELLINGTON:  I think it is both, actually.  So I would say it is considering the, you know, presumed likelihood, because likelihood is a hard thing to nail down, and the range associated with that, the range of potential outcomes associated with the risk itself.

So I am probably not stating this very clearly, but just assuming the range associated with the risk.  So --


MR. DAUBE:  Do you mean -- forgive me if I am interrupting --


MR. WELLINGTON:  Sure.

MR. DAUBE:  Or stop me.

MR. WELLINGTON:  No, no.  Go ahead.

MR. DAUBE:  Do you mean, you speak about impact -- I am paraphrasing -- but impact elsewhere in your risk sections.  Is that what you are getting at with that last portion of what you said?

MR. WELLINGTON:  Yes, I would say so.  Yes.

MR. DAUBE:  When we are talking about assets, I believe you were getting at this with the last cross-examination:
"The location and details of the surrounding community can be essential in a proper risk evaluation as it relates to an asset."

Right?

MR. WELLINGTON:  Correct.

MR. DAUBE:  Because specific details are almost always helpful to a proper risk analysis.  Right?

MR. WELLINGTON:  Yes.

MR. DAUBE:  Now, I think you were getting at this in your answer from two answers ago:  risk assessments almost always involve some uncertainty, but if you recognize that uncertainty, they can nevertheless be a valuable tool subject to qualifications as to the nature and extent of the uncertainty; is that fair?

MR. WELLINGTON:  Yes.

MR. DAUBE:  Is Enbridge Gas proactive?  Let me ask it this way:  Does Enbridge Gas see it as important to be proactive in seeking out information that can reduce uncertainty when it comes to significant risk?

MR. WELLINGTON:  Yes.  I would say we particularly, in significant risk that you have actually called out, I mean, that scenario that we tend to take a moment to assure ourselves through, you know, whatever means we can, to reduce that uncertainty, that we have understood the risk to the extent possible.  And then establish the action plans accordingly.

MR. DAUBE:  Okay, thank you.

MR. SANDERS:  Mr. Daube, if I may?

MR. DAUBE:  Yes?

MR. SANDERS:  when you say risk, I am assuming -- and we are talking about the asset plan at this point -- these are within context of the assets?

MR. DAUBE:  Yes, yes.

MR. SANDERS:  Thanks.

MR. DAUBE:  As opposed to?  Sorry, as opposed to what?

MR. SANDERS:  No, nothing specific.  I just wanted to confirm that is the area you were focused on.

MR. DAUBE:  Yes.  We are talking about the asset management.

MS. WADE:  Sorry, and I was just going to confirm that I think where you're going is all type of risk so not just an agreed type of risk but potential uncertainties around utilization?

MR. DAUBE:  That's right.  Change any of your answers?  Can we go to page 37, please.  So this is the strategy planning and process section, and we see in the fourth bullet there that as part of this fairly extensive section of the document we've got a risk-management process section.  That's section 4.2; is that right?

MR. WELLINGTON:  Yes.

MR. DAUBE:  So if we go to that section, if my notes are correct, yes, page 50, please.

Now we've already established -- this is just a reminder, we talked before about the impact of uncertainty on the organization's objectives, so maybe I should just read the sentence:
"A risk is defined as the negative impact of uncertainty on the organization's objectives."

And we talked about how the energy -- the objectives of the energy transition plan are included in that, right?

MR. WELLINGTON:  Yes.

MR. DAUBE:  Now we see in that first line, is it fair to say, that the basic elements that Enbridge Gas is examining when it's considering risk are two things:  the likelihood of the event, and the impact of the event?  Those are -- I don't want to limit you -- those are, perhaps, among others, basic elements in risk analysis that Enbridge Gas is looking at?

MR. WELLINGTON:  Yes, and I won't go too far into technicalities.  Context is another thing that we consider as well, because where we have a risk that can address a broad range of our infrastructure and assets, we also have to consider context associated with that risk because we may -- we may risk overstating a risk where we have something that can affect, you know, hundreds of kilometres of pipe, for example, but the risk is being considered at a discrete level.  So that's where we have to apply context to understand that, okay, it's not -- it's not very high risk across the board; it's very high risk at this location.

MR. DAUBE:  But the two -- accepting that, the two you list here are likelihood and consequence of a potential event; right?

MR. WELLINGTON:  Yes.

MS. WADE:  Maybe, sorry, I could add on a little bit here just to give some context around the other clarification I was making as well.

So when Mr. Wellington is providing that context, it is specifically around integrity risks, and I think where we might go are be going is around demand risk and the probability as well as the impact of that being assessed.  We did talk about that yesterday.  I think it was with Mr. Brophy, that from a demand-forecast perspective, at this point we have been doing a range of scenarios but we have not yet folded into that a likelihood or probability.

MR. DAUBE:  I see.  So this, I think you'd agree, rather robust risk analysis framework applies to integrity questions but not to those future usage questions, right?

MS. WADE:  I'll let Mr. Wellington correct me if I'm wrong.  Yes, I think so, but where the risk assessment would be related to the demand forecast would be as part of the network planning work that we do, which is also part of the planning process.  It's a step before some of this work.


So it is included within the asset management plan process overall but not within this specific area.

MR. DAUBE:  And specifically not within the kind of asset-by-asset analysis that we see in 4.2; is that right?

MS. WADE:  So -- sorry, just to clarify your question.  Are you asking do we do a demand forecast for each asset by asset type?

MR. DAUBE:  Well, let me put it this way:  You have, of course, heard the evidence from Concentric, among other places, that it's possible that gas distribution utilities face what is termed a death spiral as a result of energy transition; right?


MS. WADE:  Yes, I've seen that evidence.

MR. DAUBE:  And you are very familiar, probably more than with me, with its evidence depending on the specific pathways ultimately taken by the Canadian federal government and the province of Ontario, the company may no longer be able to engage in the provisions of its main business enterprise, the distribution of natural gas.  Right?

MS. WADE:  Yes and so I think --


MR. DAUBE:  Can I just ask the question, I'm sorry?


MS. WADE:  Yes, absolutely.

MR. DAUBE:  So I guess what I'm struggling with here is -- and I think we should continue to go through it -- Enbridge has what I think is a fairly extensive risk analysis framework, so far as I know, and this is a question:  You haven't identified any other similar threat to the company that's described in the terms that Concentric has phrased the energy transition; is that right?


MS. WADE:  Can you repeat that question?

MR. DAUBE:  The integrity threats that you are saying 4.2 is meant to address.

MS. WADE:  Yes.

MR. DAUBE:  Certainly aren't a threat to the company on the scale of what Concentric is describing in its report, right?


MS. WADE:  I think they are very different risks, so I am not sure I want to compare them from a risk -- like a health and safety perspective to the obviously the emissions impacts of the environmental and climate goals.  But yes, I would say that they are both big risks.

MR. DAUBE:  There is nothing that 4.2 has addressed -- I assume we would have heard about it in this proceeding -- that could mean the end of the company; is that right?

MS. WADE:  That's right, yes.

MR. DAUBE:  And yet the more extensive framework is applicable to those integrity risks, those less threatening risks, but not the kind of larger risk that we're talking about when we talk about the energy transition; that's fair?


MS. WADE:  This risk management, that's absolutely fair, and then where that risk would be accounted for would be in the network planning side of the business.

MR. DAUBE:  I see.


MR. WELLINGTON:  Mr. Daube, just to clarify, when you say the less threatening risk, I guess I just ask, from whose view are you making that statement?


Just to go back to earlier commentary about our objectives and extending beyond our customer base, I think you'd agree that our integrity risk put more than just our customers at risk?


MR. DAUBE:  That's fair.  And I don't mean to minimize the risk by any extent.  I'm only suggesting that on the one side I think you'll agree we have what's been suggested to be an existential threat to the company and nothing that's been [audio dropout] constitutes [audio dropout] that fair?


MR. WELLINGTON:  I would agree that this framework is not designed for that purpose.

MR. DAUBE:  Nothing that has been examined under 4.2 constitutes that level of threat.  So the first step in accepting, absolutely not ignoring the helpful clarification, 4.2.1 important for the company to identify risk; is that right?


MR. WELLINGTON:  That's correct.

MR. DAUBE:  And you are using a wide range of sources.  We can see that, among others, you are looking at local governments, you're looking at external crime statistics, industry standards.  Is it fair to characterize that as a wide range?

MR. WELLINGTON:  Yes.

MR. DAUBE:  And it speaks to the diversity of risk that you are interested in?


MR. WELLINGTON:  Correct.

MR. DAUBE:  And I this it also reflects, do you agree, that that it means is you are looking at granular risk at the asset level, but you are also interested in larger, more pervasive risks?

MR. WELLINGTON:  Yes, that's correct.

MR. DAUBE:  And if we move to 4.2.2, you are recognizing that diversity,, because Enbridge has gone to lengths to anticipate that different approaches for different types of risk will be appropriate and helpful towards a proper assessment, right?


MR. WELLINGTON:  Yes.

MR. DAUBE:  We also see at 4.2 a reference -- the approach is dependent on the, among other things, best available data and information; is that right?

MR. WELLINGTON:  Yes, that's right.

MR. DAUBE:  And again you are going to be proactive in seeking out that information; is that fair?

MR. WELLINGTON:  Yes, when it comes to the condition and integrity of our assets, we have some pretty robust processes and programs to continue collecting data and further understanding the risk associated with the assets.

MR. DAUBE:  At 4.2.4, please.  And I believe this, to be fair to the witness panel and reinforce a point, we see a reference in the first line here, a reference to operational activities, so speaking to Ms. Wade's point about what we are examining here is integrity risk.  But my question isn't that.

My question is that I am interested in knowing whether you agree that we can see clearly here that your risk framework is applying all the way from small day-to-day operational matters to larger scale capital projects.  Right?

MR. WELLINGTON:  Yes.  I mean I would say that the larger scale capital projects are typically solutions or treatments to an operational risk.  But the range of treatments is broad.

MR. DAUBE:  Thank you.  Can we go to 54, please.  At 4.3.1, again, if you are telling me -- and this is with my honest sympathy that, you know, we put together 20,000 pages or however many, and we might from phrased this differently if we had the first swing at it, that's fine.  But in this first sentence, you have shifted your language, and you are talking about risk or opportunity to the organization.

So I am wondering whether with another crack at it you would rephrase it as risk to the organization and its customers and so on?  Or whether this aspect of your risk assessment and investment identification analysis is only through the lens of the organization?

MR. WELLINGTON:  Just one moment, please.

I mean, I think a better way to frame it would be a risk to the organization's objectives, and I think that may have been the language we used previously.

MR. DAUBE:  It was before, yes.

MR. WELLINGTON:  Right, yes.  So, I mean, I think it is broader than just the organization, because the organization's objectives extend beyond just our impact to customers but, you know, adapting the energy transitions we have identified as part of our strategic priority, so it has a broader impact than just to our customer base.  But it is more to organization.

It just simplified it; I would add the word, objectives, the organization's objectives, and that would be, I think, a more complete statement.

MR. DAUBE:  Would you say the same thing about 4.3.3 on the next page please, the second sentence?  I will give you a second to read it.

MR. WELLINGTON:  Yes.  Likely, yes.

MR. DAUBE:  And I guess I was troubled as well by reference to known risks and opportunities, which seems at odds with your position that the company is proactive in identifying risks and opportunities.  Is that something you would phrase differently?  Or am I giving it an unfair interpretation?  Or is it right that, at a certain point, you are not proactive anymore in seeking out more information?

MR. WELLINGTON:  I think at this point, I mean, we have already established an appropriate treatment.  And so, in that instance, a risk would have to be known.  I think that is what is being referenced here, is we are talking about this process of optimizing our solutions.  And so the solution is essentially a treatment of risk, in this context.

If we don't know the risk, we can't treat it, essentially.

MR. DAUBE:  Okay.  Can we go to appendix A, please?  which I can give you a page number in a second.  I guess it's a new set of pages.  It should be two more pages, please -- unless we are in a new documents.  So Exhibit 2, tab 6, schedule 2, Appendix A, I am sorry.  Sorry about that, Bonnie.

Can you just describe for me generally, please, what this appendix is?

MR. WELLINGTON:  These would be summary reports for our significant investments.  So we provide our level, our lower level of detail, I should say, regarding these specific investments relative to what we present for the remainder of the investments that make up the asset management plan, because of the size.  So we just define them as significant, and that is why we create these summary reports.

MR. DAUBE:  If we go to page 2, please?

There is a section, "Project timing and execution risks."  And I wonder if you could tell me, when we see the word "risks", is that subject to Ms. Wade's qualification and the qualifications of others generally on your panel, that what we are talking about here are integrity risks and perhaps timing risks, as well, but not long-term demand risks?

MR. WELLINGTON:  Just one moment to confer, please?

[Witness panel confers.]


Sorry for the delay.  So, I mean, this is really intended to outline risks associated with the investment from an execution standpoint.  So if we are planning to execute by a specific year, in this case it was 2023, if we were going to proceed with this investment, what are the risks that the company is taking with respect to being able to execute it to plan, because obviously it is a large capital commitment, so we want to notify our executive management and our stakeholders that we are putting this forward, and here are the risks that we see associated with the investment.

MR. DAUBE:  But surely, a sharp shift in demand would fall under that approach.  No?

MR. WELLINGTON:  Yes.  And actually, I would say that as a next step, particularly for an investment of this size, we would -- we would have to request funding from our parent company, as a separate request.  And so part of their concern is just having, you know, an understanding of are we confident in the long-term demand of these assets before we make that investment.  So...

MR. DAUBE:  I see.  And so at the moment we see on page 2, we see things like timing considerations, but we also see risks of non-approval or conditional approval.  Is that fair?  And I just want to make sure I am understanding correctly what the reason for including things like file leave to construct with the Ontario Energy Board mean?  Does that imply both?  You are signalling both timing considerations, but also presumably a certain element of risk of non- or partial approval?

MR. WELLINGTON:  Correct.

MR. DAUBE:  Then if we go to page 12, please?  I am just trying to -- what I am really trying to do here is see if I can get a representative flavour of what you are including here, and want to make sure I am not being unfair in the characterization.

So if we look at page 12, we are seeing things like easements, COVID-19 impacts, moratorium.

So, you know, is it fair to say that in this, you are assessing things that could have a significant impact on the general operation of the asset, how much it's used, its ability to be completed on a targeted date and so on?

MR. WELLINGTON:  It's risks associated with the project, but not necessarily the asset.  And I mean, there may be some risks associated with the project that affect the asset in terms of perhaps not having a back in service prior to operating season, but largely this is intended to just focus on project risk.

MR. DAUBE:  Okay but all those elements that I suggested, subject to that qualifier, you would agree with?  It's timing, but also anything in the future that might affect your ability to complete the project and, you know, whether it's going to have an impact on usage, things along those lines in the future?

MR. WELLINGTON:  So you described a sharp decline in usage, and so for an integrity project where we have an asset that has been defined as a high risk, it has been inspected we find damage, we are going to execute some work on it.

I'm not sure a sharp decline in usage would happen quickly enough for us to be satisfied we can just stand back and leave that operational risk in service.

I think, again, as I commented earlier, if we had very specific information about impacts to demands associated with energy transition, should they come to fruition, to help us understand how that might impact our planning for a given asset or a set of assets, then we would be better positioned to make specific investment-level decisions about those assets.

MR. DAUBE:  And that sort of consideration, to the extent that you reached that conclusion would easily fit, is it fair to say, in this section of the summaries?

MR. WELLINGTON:  I would give it some thought.  I mean, I don't see why not.  Again -- I think -- yeah, I think it would fit.  I'll change my answer.  I agree it would fit.

MR. DAUBE:  Okay.  And just briefly, we've got at 23
-- you know, what, I'll just keep moving, skip a couple of questions here.  I think your last couple of answers have been quite comprehensive, so thank you.

28.  We see in risk here, depending on geographical spread of industrial customer expansion, is that generally in line with the way you've described risk to me as assessed in these summaries over the past five minutes?  Or is there something you'd like to add on why that is included here?

MR. WELLINGTON:  No, I think when I described the project that we would bring up to our parent company for funding we would want assurances that, you know, the asset will continue to be useful for the expected amount of time.

So I mean it -- so this does fit within that and it is a project parameter in that we're -- the need for the project is built based on the potential for future demand.

This one in particular, that demand was not actually coming up in that particular area, so the project is no longer part of our asset plan.

MR. DAUBE:  Okay, thank you.  Those are my questions.

MR. MORAN:  Thank you, Mr. Daube.  Mr. Millar, you are up next.  Do you want to start now, or do you want to start fresh tomorrow morning?


MR. MILLAR:  I'm in your hands, Mr. Chair.  I could knock off a couple of quick things.

MR. MORAN:  I was going to say I'm in your hands.

MR. MILLAR:  Why don't I get started and once I run into trouble I'll pretend it's the end of the day.
Cross-Examination by Mr. Millar:


Good afternoon, panel.  My name is Michael Millar.  I'm counsel for OEB Staff.  Perhaps I could start by introducing an exhibit our compendium for Panel 11, which we will call K13.3.
EXHIBIT K13.3:  OEB STAFF COMPENDIUM FOR PANEL 11.


For Ms. Adams' benefit, when I refer to the compendium I will be talking about the PDF pages, which are slightly off from the pages -- or the numbers at the bottom of the page but I'll be referring to the PDFs.

Panel, I have a bit of a grab bag of issues today.  Some things have been knocked off, but there are some carry-overs from other panels, so please forgive me if it bounces around a bit.

Perhaps we could start by turning to page 3 of the compendium, again page 3 of the PDF.  Yes, there we go.

Some questions, first, about the compression stations which are right at the top there.  So the capital budget as filed was 38.9 million.  It is now up to 46.3 million, after the capital update, and this is despite the fact that projects worth about 24.7 million have been cancelled or deferred and you can see that kind of in the middle of the table there.

So, in other words, the current forecast of 46.3 million, that includes 32.1 million of compressor projects that were not in the original application; do I have that math correct?

MR. WELLINGTON:  Sorry, Mr. Millar, I'm just reviewing my notes here.  Can you repeat that one time?  I just want to make sure I check my notes against your numbers.

MR. MILLAR:  All I did was take the 38.9 million as filed, and then I took out the 24.7 million, which are the deferred projects, and then I compared that against the 46.3 million, which is the current total.


What that says to me is that 32.1 million of that 46.3 are in fact projects that were not part of the original application.


MR. WELLINGTON:  So we would have to add back in I think 10.7 -- pardon me -- yes, 10.7 million of carry-over projects from prior years which I believe were not -- were part of 2023.  I would have to validate that, but those would have likely been part of the application.

MR. MILLAR:  I don't need you to check that, but that's helpful.  Thank you.

If we could flip to the next page there is a bit of an explanation there around compressor stations and what's going on, and if you look down a couple of lines, it says 7.6 million was for an unplanned compressor overhaul and foundation replacement at Hagar.  What can you tell me about that?  Why did that become a project that has to an done in 2024?


MR. WELLINGTON:  Sure.  So through routine inspection of the compressor, the mechanics who work at our Hagar facility noticed some alignments that were out of tolerance, and through root-cause analysis established that the foundation had begun to settle, which is a problem that we have some of our reciprocating compressors.  And actually I would point back to our Dawn-to-Corunna application, for those who wanted some more technical information to support that.


But in any case, the compressor is no longer serviceable because of the settlement and so the foundation has to be restored and put back, the compressor put back into place in order for us to continue our LNG production operations at Hagar.

MR. MILLAR:  This was discovered through routine inspections, which just happened to take place I guess between the time that you filed and between the time that you did the capital update?

MR. WELLINGTON:  Yeah.  They took place this year.

MR. MILLAR:  Because if I continue along that same line on the page, it refers to $8.5 million in new projects identified through inspection activities and failures.  I guess these are individual projects that may be a little bit less than Hagar, but is that the type of thing we're talking about here?  Just part of your routine inspection regimen, you're finding new things?


MR. WELLINGTON:  Yes, correct.  A number of these are related to our MSAPR leak survey program, where we leak-survey our compressor stations and where we discover leaks we basically have a limited period of time in order to resolve those leaks, otherwise we are out of compliance.


So many of these are related to valves which are leaking; we've attempted repairs, they are no longer repairable, so we need no replace the valves.

MR. MILLAR:  So these are -- I'm not sure if must do, but these are projects that really should be done in 2024 but they came to light after you filed the application?

MR. WELLINGTON:  Correct.

MR. MILLAR:  Maybe we could turn -- I think it is page 8 of the PDF.  You will see at the top you have two categories under integrity projects, a TIMP retrofit and digs and inspection program and a -- well, there are two under integrity; do you see those?


MR. WELLINGTON:  Yes, I do.

MR. MILLAR:  If we add those together, that comes to about $73.2 million; is that correct?


MR. WELLINGTON:  That's correct.

MR. MILLAR:  Okay, let's flip back to page 4 of the PDF.  If you look down a little ways under (c), distribution pipe, about five lines up from the bottom it says:
"This is partially offset by $48.1 million increase in integrity digs."

So the use of the word "integrity" there led me to think that we are talking about the same thing as we were talking on the previous page.  Can you confirm or correct me if I'm wrong that the 48.1 million we're talking about there is a portion of the $73.2 million we just discussed on the other page?  Or is that something different?

MR. WELLINGTON:  It would be associated with the same investments.  To say it is a portion of or if it is an exceedance to, I would have to verify against the original numbers.

We have an updated capital expenditure table that was provided in I.2.6-CCC-71, tab A, I believe, which provides updated numbers.  And so I think it will reflect the difference between the values in the table you just showed and the values -- or the variances that are described in this paragraph.

MR. MILLAR:  Okay.  So there may be some update that would be required with respect to the capital update.  But otherwise, this $48.1 million is part of that $73.2 million envelope, even if the numbers may have changed a little bit?  Did I get that right?

MR. WELLINGTON:  It is part of or in exceedance to, I would say.

MR. MILLAR:  I'm struggling with the exceedance.  I guess I am just trying to understand if that's part of the integrity?

MR. WELLINGTON:  It is the same program, yes, if that is the question.  Yes, it is.

MR. MILLAR:  Okay.  So the $48.1 million is or is not in the $73.2 million?

MR. WELLINGTON:  Just a moment, Mr. Millar.  I just want to check my notes.

MR. MILLAR:  Sure.

MR. WELLINGTON:  Okay.  So pardon me, Mr. Millar, I apologize for the delay.  So the variances described in the paragraph that we are looking at on the screen would be in excess of the numbers expressed in the table, which you just -- we just reviewed.

MR. MILLAR:  Okay.  So they would be on top of that?

MR. WELLINGTON:  Correct.

MR. MILLAR:  And where would they be contained in the budget?  Is there a line item they would appear under?  Or are they spread out over a number of categories?

MR. WELLINGTON:  When you say the budget, I just want to try to understand what you mean, like, as far as a discrete investment or a program?  Or?  I just want to give you an answer that fits the context in which you are asking the question.

MR. MILLAR:  Maybe turn to page 16 of the compendium.  For example, on this table, or would it be spread out over a number of categories?

MR. WELLINGTON:  Okay.  So within this table, it would fit into our gas infrastructure sustainment line item.

MR. MILLAR:  Okay.  Mr. Chair, we are close to 4:30; if I could just finish this line of questioning?  I will probably only be another minute.

If we could flip back to page 4, I guess it is, of the discussion of the integrity digs?  So $48.1 million extra dollars, that is a hefty jump in spend on integrity digs.  What is driving that?

MR. WELLINGTON:  It is basically an outcome of our inline inspection activities.  And it is essentially determined by what we find in each case.  So we set budgets based on the expected number of digs, which can be determined through the history we have with the pipeline, if we have inspected it previously.

If we have not, then it may be assumptions that we have to take, based on its age and other factors. But it is a bit of a guessing game when it comes to establishing the right number.

And then of course the cost for the digs themselves can be quite variable.  In some cases, digs are -- or I should say anomalies which need to be inspected are located in the centre of a watercourse crossing, and so we can't physically inspect them.  And we have to look at things like replacing, whereas others may be located in the centre of a farmer's field, which is easily accessible and doesn't cost a lot of money to get to.

MR. MILLAR:  Did you change any of your policies in this regard?  Or does this just happen to be a year where it costs more than other years?

MR. WELLINGTON:  There has been a couple of changes on the dig side over the last couple of years.  There was a code change, I believe, that impacted how top-side dents are assessed.  And when I code, I am referring to the CSA Z662.

So their criteria for the assessment of those types of anomalies have changed which has led to an increased number that we are finding that get flagged for digs through inline inspection activities.  And also, over the last several years, the types of tools that we have been using have been becoming increasingly advanced.  They can find different types of pipeline anomalies and defects.  And so we are finding things that previous technologies didn't allow us to find.

MR. MILLAR:  And overall, does that lead to less -- does that allow you to identify pipelines that can be repaired instead of replaced, earlier, these new technologies or the new policies with respect to integrity digs?

MR. WELLINGTON:  I guess I would say that when it comes to our transmission integrity pipeline inspection program, we generally have no plans to inspect the majority of those pipelines.  There might be some small laterals, for example, that are, you know, very short, and it would not be cost effective to inspect.  And we have awareness of their condition, so we might undertake to replace.

But the intent of the program in general is extension of the life cycle of the asset, so it -- the inspection program enables us to understand where there are specific areas of concern and then, depending on what we find through our inspection and dig program, there is a technical determination made on whether or not we can undertake a repair, which can be as simple as blasting and recoating the steel and backfilling.  Or it could be a full-on cut-out in cases where we have, as I described earlier, an anomaly in the centre of a river crossing that we simply can't access to do a repair.

MR. MILLAR:  Okay.  And this will be my last question today:  Do you do integrity digs for every pipeline that you are going to replace?

MR. WELLINGTON:  Again, we don't really have intent to replace these pipelines as part of our asset management plan or strategy.  The intent is to continue inspecting and repair or replacing small sections of the pipe that cannot be repaired.

MR. MILLAR:  Okay.  If you have a pipeline that is scheduled to come out of service, be replaced, you wouldn't necessarily be doing integrity digs for those?  Or does it depend -- is there anything you can tell me in that regard?

MR. WELLINGTON:  Sure, yes.  So, I mean, again, talking about our distribution integrity management pipelines which are subject to our distribution integrity management program, our EDIMP program is one wherein we would be employing inline inspection technologies to understand specific issues we may have across the pipeline.  And then, through that program, we may identify areas that need digs and remediation.

MR. MILLAR:  Okay.  And Mr. Chair, I think I will call it a day, there, and be back tomorrow morning.  And thank you, panel.

MR. MORAN:  Thank you, Mr. Millar.  So we will adjourn until 9:30 tomorrow, to continue with Board Staff questions.
--- Whereupon the hearing adjourned at 4:35 p.m.
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