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Thursday, August 3, 2023
--- On commencing at 9:31 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.  Just one brief preliminary matter.  I understand that Mr. Wellington reviewed the transcript from yesterday and has a brief correction to offer.

MR. WELLINGTON:  Yes, thank you, Mr. Stevens.  Yesterday, Mr. Millar was asking about whether or not our transmission integrity management program would provide opportunities to avoid replacement of the pipelines being inspected and, in my response, I indicated we generally have no plans to inspect the majority of those pipelines.  I intend to say that we generally have no plans to replace the majority of those pipelines.  That would be on page 191 of the transcript, and line 2.

MR. MORAN:  I think that's probably an important clarification.

MR. WELLINGTON:  Yes.

MR. MORAN:  Thank you, Mr. Wellington.  Mr. Millar, are you ready to continue?
Cross-Examination by Mr. Millar (Cont'd.):


MR. MILLAR:  I am.  Thank you very much, Mr. Chair, and good morning, panel.

Panel, you will recall, when we left off yesterday, we were discussing integrity digs, and just a couple of quick follow ups on that.  If we could turn to page 8 of the Staff compendium.  You will recall, we had a look at this chart and we were looking at 2025 and, when you look at the first two lines, which are about integrity digs, the total there was $73.2 million.

You may also recall that there were additional integrity digs discussed in the evidence, a couple of pages earlier, amounting to $48.1 million.  And I think you confirmed for me that that was on top of the $73.2 million we see on this chart.

Did I summarize that properly?

MR. WELLINGTON:  Yes, you have.

MR. MILLAR:  So, for 2024, we are looking at, for integrity digs, something like $121 million?

MR. WELLINGTON:  Just a moment to confer.

[Witness panel confers.]


MR. WELLINGTON:  Sorry about that, Mr. Millar.  I just wanted to clarify one point, because we discussed the increase in integrity digs, and I just wanted to clarify that there was also an offsetting decrease in our integrity program of $20.4 million.  And this is identified in Exhibit 2.5.4, on page 21, in paragraph (c).

So the clarification is just intended to explain that there wasn't solely an increase on the integrity management program.  There were also some offsets within that same program relating to retrofit activities.

MR. MILLAR:  Okay.  So if I wanted to look at the total for integrity digs for 2024, I should take that $121 million and subtract about $20 million, so we are looking at about $100 million?

MR. WELLINGTON:  That sounds about right, yes.

MR. MILLAR:  Again, approximately.

MR. WELLINGTON:  Yes.

MR. MILLAR:  Thank you.  And, Mr. Wellington, as I follow along on the chart, if we could go back to page 8 of the compendium, the numbers seem to decrease significantly from 2025 through 2028.  By my math, the average from are 2025 through 2028 is about $46 million.  Would you take that, subject to check?

MR. WELLINGTON:  I would take it, subject to check, yes.

MR. MILLAR:  So what's happening here?  Why is it $100 million in 2024 and then it drops to about $46 million for the remainder of the rate term?

MR. WELLINGTON:  Sure.  There are a couple of things happening here.  One relates to, as I mentioned yesterday, the tool technologies have advanced in the last few years.  We are inspecting with new tools that require us to retrofit pipelines that may have already been retrofitted, with fittings that are conducive to the new inline inspection technologies, so there are some upfront costs associated with completing these retrofits; and then undertaking inspections and then finding anomalies that may not have been identified with previous technologies and undertaking remediations.  Once we go through the pipelines that have yet to be retrofitted and inspected with those new technologies, we would expect to see fewer and fewer new things past that point, so that would be part of the driver for the variance.

The other driver -- and I also alluded this in some commentary yesterday, as well -- is that we use our asset data and integrity databases to look for new threats that may not have been identified through prior inspection programs.  And so, through such an assessment, we've been able to identify pipelines that may have been traditionally inspected for external corrosion, but not inspected for internal corrosion.  And so we're adding new inspection protocols and, in some cases, just looking for opportunities to either pressure-test or even replace small sections of well laterals, for example, that wouldn't -- it wouldn't be cost effective to address the threats by way of installing pigging facilities and undertaking inline inspection, because they may be 100 metres in length, as an example.

MR. MILLAR:  But all of that changes from 2024 to 2025?

MR. WELLINGTON:  Yes.  We will have completed much of that program by that time, and so, really, at that point, we will have undertaken that program, we will have completed many of the inspections relating to new inline inspection technologies, and hopefully remediated most of the new anomalies that we find.  And then hopefully we get back to a state in which we are just undertaking routine inspections of the pipelines and monitoring for growth of any corrosion-related defects.

MR. MILLAR:  Okay.  Well, I do understand that capital spending is lumpy, sometimes, and that there are gives and takes, and some seem to be higher in one year and lower in another, but, I mean, it's more than a 50 percent drop between 2024 and the average for the rest of the term.

Can you confirm for me that the rate base number that will be going into rates is the 2024 number.

MR. WELLINGTON:  Yes.

MR. MILLAR:  Okay, let me move on.  Could we turn back to page 3 of the Staff compendium, please.  If we look at I guess it's line 14, "Other," we see here that, in the original application, the budget was $40 million; now it's $124.6 million.  And I understand that the primary driver for that is these are RNG and CNG customer-driven projects.  Is that correct?

MS. DREVENY:  That's correct.

MR. MILLAR:  And I think you touched on this with Ms. Girvan, perhaps, but what happened here?  This is a tripling of the budget between the original filing and the update.  I guess you just got a whole lot of new requests?

MS. DREVENY:  It is updated information on the expected projects that we will have for those.  Yes.

MR. MILLAR:  And I think you discussed this with Ms. Girvan.  These will go into rates, but are these mostly covered by a specific rate for these customer classes?  Is there a specific rate for them?

MS. DREVENY:  Yes, there is.  The rate class escapes me.  I think Mr. Stevens mentioned it yesterday.

MR. MILLAR:  Okay.  I don't need to know its name, but the capital cost there would all be -- or I know, sometimes, it is spread over class, but most of the capital costs would be recovered through that rate class or through a CIAC?

MS. DREVENY:  Correct.

MR. MILLAR:  Okay.  Given the large increase in the number there, is Enbridge confident that it has the resources to get these projects done in 2024, to essentially triple what you had originally forecast?

MS. DREVENY:  I'd like to call out that, although the forecast is the $124.6 million, that's not equivalent to what the in-service would be.  So there are several of these that are not expected to be fully complete in 2024.

MR. MILLAR:  So that's the capex, as opposed to the in-service additions for 2024?

MS. DREVENY:  Correct.

MR. MILLAR:  But that's still spend for 2024 and it is still tripling, though.  Again, are there any resourcing issues around that?  Is that something you can comfortably manage?

MS. DREVENY:  I'm not so sure it's so much a resourcing issue.  I think sometimes the issues on these becomes the permits and such.

MR. MILLAR:  Okay, but, as of today, this is your best estimate of the capital expenditures for 2024?

MS. DREVENY:  Yes.

MR. MILLAR:  Okay.

MS. BURNHAM:  It's Jen Burnham.  Maybe I can just add on to that.  We are pretty confident that we have the resources to execute the work over the next couple of years and meet the in-service date scheduled for those projects.

MR. MILLAR:  Okay.  Thank you for that.  Can we turn to page 17 of the compendium, please.  What you see here are -- it is actually two side-by-side exhibits.  It is a pre-capital update and post capital update copy of Environmental Defence 94, relating to customer attachments before energy transition impacts are considered.  So I wanted to take you through a couple of the changes that we saw pre and post capital update.  If you look, for example, at fuel switching other than CE -- and I believe "CE" stands for "community expansion."  Is that correct?

MS. BURNHAM:  That is correct.

MR. MILLAR:  I'm sorry.  Who is speaking?

MS. BURNHAM:  Jen Burnham.

MR. MILLAR:  Oh, I'm sorry.  Thank you, Ms. Burnham.  You were blocked from my view.  Okay.  When we are talking fuel switching here, we are talking fuel switching to natural gas.  Correct?  So this would be someone who is on propane or wood or electricity or what have you, and they have decided to switch to natural gas?

MS. BURNHAM:  That is correct.  These would be traditionally the residential infill customers.

MR. MILLAR:  Indeed.  So, if we look, if we were looking all the way down to 2032 in the pre capital update, under fuel switching, we have 3,474 conversions; is that correct?

MS. BURNHAM:  That is correct.

MR. MILLAR:  But then, if we look after the capital update, we see a significant drop, to 1,519.  Can you help me out a bit here?  What changed in your forecasting methodology pursuant to the capital update or whatever else happened that led to more than a 50 percent drop there?

MS. BURNHAM:  So table 4 is when we apply our energy-transition impacts, so not related to the capital update but applying the factors that, to the customer attachment forecast, that we think will be impacted by energy transition.

MR. MILLAR:  So I'm going to talk about the energy-transition factors in a moment, but, if I look at the top of table 4, it says "customer attachment by type before energy transition impact," and it says it on both versions of the table.

MS. BURNHAM:  Sorry, I apologize.  I didn't read that.

[Witness panel confers.]


MR. MILLAR:  Sorry.  So, again, my question is:  What's driving that significant drop?

MS. BURNHAM:  Yes, just a second please.

[Witness panel confers.]

I think we are going to have to take that away, Mr. Millar.

MR. MILLAR:  All right.  So, Mr. Stevens, you are the master, of course.

MR. STEVENS:  Well, we are happy to provide an undertaking.  I think the issue is that the folks who can speak to the customer-attachment forecasts are the folks who were on the prior panel.  We're happy to answer the question, but I'm sure we're all pleased that this panel isn't going to speculate as to what the answer is.  Rather, we'll provide you the answer in writing, if that's acceptable.

MR. MILLAR:  Okay, and what I'm looking for is --


MR. STEVENS:  Certainly.

MR. MILLAR:  -- an explanation relating to why, an explanation of the significant drop in fuel-switching numbers for 2032, on the pre and post capital update, Environmental Defence number 94.  I'll call that J14.1.
UNDERTAKING J14.1:  TO EXPLAIN THE SIGNIFICANT DROP IN FUEL-SWITCHING NUMBERS FOR THE YEARS UP TO 2032, ON THE PRE- AND POST-CAPITAL UPDATE, ENVIRONMENTAL DEFENCE IR 94.

MR. STEVENS:  We'll be happy to answer that.  Are you simply interested in 2032, or are you interested in each of the years which have changed?

MR. MILLAR:  Yes.  It doesn't have to be 2032, so whatever -- they are different, each of the years.  I just went to 2032 because that was the last one, but explaining the difference in the number.  And I guess what I was going to ask, as well, if you can consider this in preparing the undertaking response, is the extent to which people are choosing to go to heat pumps instead of natural gas.  If that is something you have information on, that would be helpful, but I leave that to you to consider as you will.  All right.  So, Ms. Burnham, you mentioned energy-transition assumptions, and could I take you to page 18 of the compendium, please.  I think that's what you were talking about.  At table 2, we see a summary of energy-transition assumptions affecting customer forecasts.  Is that what you were discussing?

MS. BURNHAM:  That's correct.  Those are our energy -- transition adjustments that were made.

MR. MILLAR:  Right, and I won't go through them all, but there is a list of factors here, and essentially what they do is they serve to adjust your customer forecast down -- and I think it's always downwards -- to account for certain energy transition things that you see coming down the pipe, as it were.

MS. BURNHAM:  That's correct.

MR. MILLAR:  Okay.  Could we turn to page 19, please, of the compendium.  This is another Environmental Defence interrogatory, and so I guess this is just kind of an example of those energy transitions, how it works out.  So you look at the before energy transition and you have a certain number, and then you apply certain factors, and then you get the new numbers; is that correct?

MS. BURNHAM:  That's correct.

MR. MILLAR:  And you See in the early years it is a very modest decrease, but it increases a bit over time.  So, by 2033, it is, I don't know, something in the range of 4,500 less customers, whereas, in 2024, it is only a few hundred; is that fair?

MS. BURNHAM:  That's fair.

MR. MILLAR:  Okay.  Could we turn to page 20 of the compendium, please.  Just to let you know where I'm going, I'm trying to figure out how, what, how these energy-transition assumptions and their impact on the customer-attachment forecast impacted your capital budget, so that's what I'm asking about here.  If you -- you see the highlight at the top, this was just Staff summarizing the view of Enbridge or the evidence of Enbridge.  It states:  "The comparison showed that the energy transition assumptions reduced capital expenditures" --  oh, sorry.  I'll get to that in a moment.  I got ahead of myself.  Yes.  If we could scroll down to the highlighted part in part (a), all right.  And that's where it says:
"Enbridge Gas Inc. has not reflected the estimated impact of energy transition in the proposed customer-connection asset classes...over 2024 to 2928; however, for distribution-system forecasting, energy-transition assumptions are reflected..."

So I wanted to make sure I understand exactly what that was saying.  So could you turn to page 16, please.  Okay, and here we see the capex numbers for 2023 to 2032.  The highlight is in the wrong spot there.  I apologize for that.  But there are two growth lines.  You will see infrastructure growth, customer connection, and then for system reinforcement; do you see those?

MR. WELLINGTON:  Yes.

MR. MILLAR:  Do I have it right that you did not account for the energy-transition assumptions for the customer connection line but that you did account for them in the system reinforcement line?  Is that what that previous passage was indicating?

MR. WELLINGTON:  That's correct.

MR. MILLAR:  And I know certainly for 2024 the numbers aren't all that big, although they do get bigger as the years go on.  Why did you account for energy-transition assumptions in one but not the other?

MR. WELLINGTON:  Sure, and it relates to the timing of the information that came in during the capital update and frankly, just a miss by the people that were updating the forecast.  So, in this, we did actually call-out a similar scenario that happened when we built the original AMP, and, again, it was just timing of the production of the forecast to support the update and receipt of that information.

MR. MILLAR:  Okay, so I can appreciate you've got -- there are a lot of numbers and a lot of charts and a lot to look at.  But this wouldn't be an apples-to-apples comparison, right; the customer connection and system reinforcement lines are prepared using different assumptions?

MR. WELLINGTON:  With respect to energy-transition considerations, that's correct.

MR. MILLAR:  Is it possible to update that so that they both reflect the energy-transition assumptions?

MR. WELLINGTON:  Yes, I think we can do that.

MR. MILLAR:  Okay.  So, if Mr. Stevens does not object, J14.2.
UNDERTAKING J14.2:  TO UPDATE CUSTOMER CONNECTION AND SYSTEM REINFORCEMENT LINES TO REFLECT THE ENERGY-TRANSITION ASSUMPTIONS.

MR. MILLAR:  Okay.  Thank you for that.  If we could go back to page 20 of the compendium, please, and this is where I meant to read the highlighted portion from the top.  Again, this is Staff summarizing Enbridge's pre-filed evidence showed energy transition assumptions reduced the capital-expenditure forecast by just 60,000 in 2024 but then by 44 million over the 2024-2028 rebasing period.  And, if you could flip to the next page please, you've since updated those figures, and they've changed quite a bit.  In fact, both ways.

So for 2024, whereas it had been $60,000, it is now $1.8 million.  But then for the whole period, which previously had been $44 million, now it is only $20 million. So can you help me with that?  What happened here?

MR. WELLINGTON:  Sure, just a moment to confer please.

MR. MILLAR:  Sure.

MR. WELLINGTON:  Mr. Millar, I think we have to do a little bit more analysis to provide a fulsome response.

MR. MILLAR:  Okay.  So I may ask for an undertaking.  Just before I do so, could -- maybe it is Ms. Burnham:  My understanding is that the energy transition assumptions themselves did not change as part of the capital update; is that correct?  It doesn't have to be Ms. Burnham -- anyone who happens to know.

MS. BURNHAM:  Sorry, the energy transition adjustments did not change.

MR. MILLAR:  Okay.

MS. BURNHAM:  That's correct.

MR. MILLAR:  So whatever happened with these numbers, if -- I assume it wasn't that, but maybe it would be best simply to take an undertaking, and you can provide a response.  And I guess it is to explain the difference in the customer connection capital requirements, with and without energy transition changes that occurred pre- and post-capital update?

MS. BURNHAM:  Yes.

MR. MILLAR:  Mr. Stevens, is that okay?

MR. STEVENS:  Certainly, it is.  For the record, would you mind just indicating the -- I believe it's an interrogatory --


MR. MILLAR:  Yes.

MR. STEVENS:  -- but interrogatory or undertaking to which this relates?

MR. MILLAR:  It relates to Staff 72, so I.2.6-Staff-72.

MR. STEVENS:  Thank you.

MR. MILLAR:  We will call that J14.3.
UNDERTAKING J14.3:  TO EXPLAIN THE DIFFERENCE IN THE CUSTOMER CONNECTION CAPITAL REQUIREMENTS, WITH AND WITHOUT ENERGY TRANSITION CHANGES THAT OCCURRED PRE- AND POST-CAPITAL UPDATE.


MR. MILLAR:  Could we turn to page 22 of the compendium, please?  Some of you who listened in on the last panel may remember I had some questions about this chart, and I was asked to come here to see if we could get a little bit further, so I am going to try with you.  And these are really just -- some of my questions frankly sound like discovery and I think, to some extent it is; it is really just trying to make sure I understand some of the numbers that came in as part of the capital update.

But to refresh any of you, which is probably most of you who didn't sit through that cross-examination, these of course are the customer connection capital expenditures supported by different revenue horizons.  And I had a discussion about that with Ms. Giridhar.  And you can see there, I think you are probably broadly familiar with this chart, but it shows the capital, the rate base numbers under different revenue horizons.  And then also, the CIAC that would be required, if you fiddle with the revenue horizon.

But my real question was, I was trying to get a sense of how some of these numbers worked.  And they looked a little bit odd to me in a couple of places.  And in particular, you can see the highlighted numbers, whereas under the 40-year revenue horizon, you know, in 2024, we are at $300 million.  And then it drops off significantly.  And then for all the other revenue horizons, the number, the capital additions are lower, which makes a lot of sense.

But in particular, we were stumbling on 2028, and how you could have a result where the capital, the rate base number for the 40-year horizon was actually lower than for the 30-year horizon.  Can the panel assist me with that?

MS. DREVENY:  Sorry, Mr. Millar, just to clarify, the question is around why we see that we get increasing costs?

MR. MILLAR:  Yes.  I would have thought in all cases the number gets lower as the revenue horizon gets
shorter --


MS. DREVENY:  Right.

MR. MILLAR:  -- for the capital addition.  That's the rate base number we are looking at.  But for 2028, that actually doesn't happen between 40 and 30 years; it actually goes the other way.  And I couldn't quite understand why that would happen, and was wondering if perhaps it might even be a typo.

But is there any explanation you can provide?

MS. DREVENY:  Sure.  I can confirm that it is not a typo.  So I did have a chance to go back and look at the underlying math that supports these tables.  Part of the assumptions within this exercise is that we reduce the revenue horizon, we still connect all of the customers, it results in a reduction in capital.  And in doing so, what we would need to do is recalculate what the allocation of our indirect overheads are.

So indirect overheads are allocated based on our total pool of overheads and the total pool of direct capital.  So as you reduce the direct capital, it has the effect of increasing the overhead allocations.  And so that is the impact that you are seeing as you go out through the years.

MR. MILLAR:  Okay.  I think for my purposes, I don't think my argument is going to turn on that exact question, so I think that is probably sufficient for my purposes today.

But if you could confirm one thing for me, and I think this came up with the previous panel:  This chart assumes you are hooking up the same number of connections, is that correct?  You didn't reduce the number of connections?

MS. DREVENY:  That's correct.

MR. MILLAR:  Okay, thank you.  Panel, you will be pleased to hear I am going a little bit more quickly than I had thought I might.  Could we turn to page 23, please?

So this relates to the settlement agreement.  And the answer may actually be apparent, but Staff was not involved in the discussions around the settlement agreement, as you know, so all we have is the paper in front of us.  I am hoping you can walk us through a little bit, just to make sure we understand how something will work.  In particular, it is related to the IRP deferral account and how that is going to work.

So you see the description of the account in front of you now, and the highlighted portion states:
"This account will also record offsetting avoided operating costs that relate to facilities that are delayed, avoided or downsized by an IRP plan."

That's essentially the purpose of this account.

So I just want to have a better sense of how this is going to work, like, on the ground.  And I might walk you through kind of a quick example on this.

MR. STEVENS:  If I may, sorry to interrupt, Mr. Millar, as you are asking the questions.  I do want to convey, and I am sure this is probably obvious, that this was sort of a function of the settlement agreement.  And the details weren't set out within the settlement agreement.  So I am sure that Ms. Wade can provide some details, but I don't think we would mean to convey that that's exactly how everybody else would necessarily interpret these same words.

I think it will be subject to an OEB determination, when we have real facts in front of us later.

MR. MILLAR:  Absolutely.  And I also want to be clear:  Obviously I am not asking for any behind-closed-doors discussions that took place.  But I would like to get Enbridge's view on how this will work, as a practical matter.

So, with that as context, Ms. Wade, let's just imagine you have project X.  It doesn't matter what it is; it is in your capital budget for 2024 or -- you know, let's say 2024.

And that project is -- let's say it is cancelled, it is delayed, what have you.  You have a great new IRP project, and that project comes out of the -- you don't build it anymore, because you have done an IRP project instead.

Am I correct that this account would capture that?  Right?  You would put those monies into this account?

MS. WADE:  So, as Mr. Stevens said, we are going to have to work through the details of this.  But to go one step further in your example, maybe say that project was delayed --


MR. MILLAR:  Sure.

MS. WADE:  -- instead of avoided, for example.  And so I think whether it is fully delayed, whether it is avoided, will need to be taken into consideration.

I think conceptually what we are thinking and what was agreed upon was that there would be the revenue requirement --


MR. MILLAR:  Yes.

MS. WADE:  -- captured within this account to reflect the fact that there is now less of a revenue requirement because of that delay or avoidance.

I think the timing piece is going to be really important to understand:  is it done in the same year or in another year, and is the project that we are delaying or avoiding happening within the IR term, or is it outside of the IR term?

So our thought on next steps will really be to detail this, as Mr. Stevens has said, within either our first non-pilot IRP application or within a deferral-account clearance, to then have that clarity sought.

MR. MILLAR:  Okay.  And I appreciate some of this may still need to be worked out.

MS. WADE:  Yes.

MR. MILLAR:  But I am assisted by your thoughts on this.  But I think we are talking about the same thing.

MS. WADE:  Yes.

MR. MILLAR:  Project X, as we are calling, has a revenue requirement associated with it in 2024.  And if IRP delayed that, say, two or three years or what have you, you would put the revenue requirement in that deferral account?

MS. WADE:  Conceptually, that is what we are thinking.  Yes.

MR. MILLAR:  Okay.  And if I wanted to look at the starting point, like the budget or the revenue requirement you have associated with project X, would I go -- maybe we can turn to page 26.  You have a whole list of projects here which have budgets associated with them and they're for different years.  Again, you could pick one almost at random.  There is one for 2024, I see, about halfway down.  Again, it doesn't matter what it is.

There is a budget of $1.3 million.  There would be revenue requirement associated with that and that would be the starting point for the amounts you put into the deferral account?

MS. WADE:  Yes.  I think, conceptually, that's right.  And then, obviously, it will be a different circumstance; for example, if we're implementing an alternative, say, in 2024 to offset a project that would have happened or is scheduled to happen in 2028, we'll have to work through those different scenarios and how that would be accounted for.

MR. MILLAR:  Right, and I do understand.  If we could turn to page 27 of the compendium.  Yes, if we look down toward the bottom, there is a capital update coming, correct, that was going to be for Q3, 2023.  That hasn't been filed yet.  Is that correct?

MS. WADE:  That's correct.  There is also an addendum happening for the asset management plan, which will line up nicely for some of the updates that we're expecting.

MR. MILLAR:  Okay.  And would that be the starting point, then, for our fabled project X?  Is it the number from those updates, or would it be from what we just looked at on page 26, I guess it was?

MS. WADE:  I guess, yes, that would be the starting point, I would assume.  So I would think that this deferral account, which will begin in 2024, that the changes to that deferral account would reflect any changes post that date that have happened as a result of an IRPA.

MR. MILLAR:  Okay.  But you would be using the updated numbers, not --


MS. WADE:  That's correct, yes.

MR. MILLAR:  Okay, thank you.

MR. WELLINGTON:  Sorry, Mr. Millar, it is Bob Wellington.  Can I just interject one thing.  I think we just made a comment that there would be a capital update coming in October of 2023.  The addendum doesn't typically -- is not, at this moment, planning to provide a capital update.  The capital update that has been provided as part of this proceeding is what we are considering as the current capital update, the forecast that I would consider as the basis or the baseline, I guess, against which we would measure the effectiveness of IRP solutions.

I just want to set that expectation because, in our addendum, we are looking primarily at the following year and just changes to our, you know -- anything material that might have changed to our asset management plan and strategies, and those types of things.  We don't expect anything material, but I just wanted to be clear to set the appropriate expectations for what would be included in that addendum.

MR. MILLAR:  Okay.  And, again, I'm certainly not looking to dispute any of the numbers with you.  I guess I'm just wondering, when the Board or the parties are considering what number is the starting point for that deferral account, is it the information that we have as the capital update or is it the information that will be filed -- and by "the capital update", I mean the current evidence before the Board -- or will it be the evidence filed in Q3, I guess?

MR. STEVENS:  Mr. Millar, it is David Stevens speaking.  I'm a little bit concerned to get too far into this, leaving the impression that what we say is the way things are going to work.  It was a topic of discussion at the settlement conference and I don't think Enbridge Gas can presume to indicate how this is going to operate when we get into the fine details, because the fine details are going well beyond what was agreed to in the settlement agreement.

So I think that's likely something that would have to be determined on the basis of actual facts at a later time, taking into account, you know, the views of all interested parties.

MR. MILLAR:  I see Mr. Rubenstein nodding, as well.  Did you want to add anything, Mr. Rubenstein?

MR. RUBENSTEIN:  No, I think that's fair.  I think -- well, I think that's all I can say, just speaking from -- you know, I don't speak for anyone but myself here.

MR. MILLAR:  Okay.  I'm not looking to make the parties nervous here.  I'm just trying to get a better understanding.

MS. DUFF:  I have a question, Mr. Millar.  So what are we approving?  What are we being asked to approve?  I understand there is this concept, I understand there is an account, it has an account number, but the details are to be worked out later.  So maybe you could just -- what are you expecting the Board to approve at this stage, as part of considering the settlement agreement?

MR. STEVENS:  Certainly, thank you.  
What the parties are asking the OEB to approve is the updated wording.  This -- I believe it's a variance account -- but this account, in any event already exists.  And so what the settlement did was the settlement added some additional considerations to that account.  And the parties are asking the OEB to approve a broadened scope for the account such that, in the future, starting in 2024, it will conceptually take account of not just the incremental IRP costs that are experienced, but also the offsetting capital costs, or the revenue requirement associated with the capital costs, that are being avoided by the IRP project.

I think where I'm having some discomfort, in terms of representing what everybody has in mind, is exactly how the timing works to determine, within a given year, we know what the IRP dollars are that are being spent, but what would we consider to be the capital costs being avoided during that year?  And Mr. Millar asked, for example, do we use the asset management plan and capital plan being filed in this case as the baseline, or do we use the annual updates or the biannual updates to the AMP as the baseline for that?

MS. DUFF:  And what would be the process for determining that, then, in that future date?  Are you going to leverage the existing IRP framework somehow to resolve those questions?

MR. STEVENS:  I think our expectation -- and I will admit this isn't indicated within the settlement -- but our expectation is that those details would be determined at one of the two following times:  Either as part of an IPR plan application, or at the time when Enbridge seeks to clear this account.

The wording for the account description wouldn't change, but the mechanics and the discussion about exactly what should be included in the account could be determined at the time when there are actual amounts in the account and there are sort of facts around that to make a determination as to what's reasonable.

MS. DUFF:  Okay.

MR. MORAN:  Just a follow-up, then.  It's an existing account, as you indicated.  What's the typical timetable for reviewing that account at the moment, prior to these amendments?

MR. STEVENS:  The approach to date with Enbridge Gas Inc. has been that there is an annual deferral clearance proceeding that reviews and clears the account balances from the prior year.  To the extent that there are amounts recorded in this account, then it would be brought forward for clearance in the subsequent year.  So it would be that the first time that this account could conceptually be cleared, with this new wording coming into play, would be in an application to be filed in or around May 2025 for the 2024 deferrals clearances.

MR. MORAN:  Okay.

MR. RUBENSTEIN:  And I can confirm that Mr. Stevens's view of sort of the broad sense of the intent of the account and the mechanics of how this would work is similar to at least my client's understanding.

MR. MORAN:  Okay.  Thank you, Mr. Rubenstein.

So if I understand, then, there will be some ongoing conversation between the signatories to the settlement agreement about some of the finer details about what goes into this account, but whatever that ends up being is going to be presented to the Board potentially in 2025?

MR. STEVENS:  That's certainly true, Commissioner Moran.  There is certainly no expectation on Enbridge's part that the specific items that would or would not be approved as either entries or offsets are being determined by this panel.

MR. MORAN:  Thank you, Mr. Stevens.  Mr. Millar?

MR. MILLAR:  Thank you, Mr. Chair.  Yes, I'm beginning to regret asking about this, perhaps, but I'll finish with one final question on it.

It may be the same answer that you've already given, that there are some details to be worked out in implementation -- not changing the words of the account, but, as is not uncommon, sometimes there are some things that need to be ironed out when the account comes for clearance -- but I want you to imagine a scenario.  Whatever the starting point number is, there has been discussion about how the Board essentially approves a capital envelope.  In some cases it may pick out a specific project and say, no, no, not this one.  But, in other cases, the Board may make an across-the -board cut of, you know, 5, 10 percent, what have you.  That has certainly happened in many cases before.

Imagine a scenario in this case where the Board said your capex is cut by 10 percent but it doesn't link that to any specific projects.  Are you able to provide any insight as to how that would flow through this deferral account, in other words, how you would adjust the starting-point number with respect to any particular project?  Or is that another one that would have to be resolved when we got to the proceeding to clear that account?

MR. STEVENS:  If I may, Mr. Millar, I think, in that circumstance, Enbridge Gas would have to understand the OEB's decision and would make a proposal as to how best to deal with things.  But, again, I'm not comfortable representing that Enbridge's proposal would be the same thing that other parties might have in mind.

MR. MILLAR:  Mr. Rubenstein, are you good?

MR. RUBENSTEIN:  I think Mr. Stevens is right.  His view is his client's view and the intervenors' in that situation.  I think what I, the only comment that I could make sort of generally is -- I think Ms. Wade was fair in her comment about it -- the intent of the account is to essentially ensure that, if there are costs going in for IRP activities, the avoided costs deferral, and recognizing it is a complex away of how that would be calculated, are not -- remain being paid for customers and base rates, right?  There is an offset to that, and that is the sort of broad [audio dropout] and intent.  And how that would actually work out I recognize is complicated and will have to be dealt with in a specific [audio dropout] facts of a specific IRP project.

MR. MILLAR:  Okay, I'm going to pull the plug on this line of questioning, but thank you for your assistance with that.  It is quite helpful.

I've almost finished.  Just maybe if I can ask about one final area that's been touched on other parties, so I think I'll be quite quick on this, the St. Laurent project.  There has been some discussion about that.  As I understand it, phase 3 and phase 4 of that project are scheduled to be completed during the test period, so before 2028, or they're in the budget anyways?

MR. WELLINGTON:  Yes, that is correct.  They are in the budget.  There are some components of the project that, based on our current plan, would be completed in 2024 and put in service and some that would be completed in 2025.

MR. MILLAR:  Okay, so that was my next question.  Some of this will enter service in 2024?

MR. WELLINGTON:  That's correct.

MR. MILLAR:  And was that phase 3 or phase 4?

MR. WELLINGTON:  I would have to go back and check.  I don't know if it's one or both.  We've split the phasing a little bit differently from the original plan, so I would have to go back and verify exactly how that correlates back to the original plan.

MR. MILLAR:  Could I ask -- by way of undertaking might be the fastest way -- for the amount of capex that will be added to rate base for various St. Laurent projects for 2024 or what the proposal is?  That's probably on the record.  Just, with the capital update, I was having troubling chasing it all down.

MR. STEVENS:  I'll just turn to the witnesses and ask.  I agree.  If it's not readily available, then we're happy to provide an undertaking.

MS. DREVENY:  I think we took an undertaking yesterday to provide the in-service for the different pieces of St. Laurent.  I don't have the undertaking number in front of me.  I could look it up but...

MR. MILLAR:  That sounds familiar, so I don't think we need a new undertaking, then, as long as that -- again, I'm sure it is on the record somewhere.  It was just actually, with the numbers moving around, I had some difficulty.  Okay.  Again, just really quickly, my understanding was, this, there have been some delays associated with this project; is that fair to say?

MR. WELLINGTON:  Yes, that's fair to say.  Obviously, the original leave to construct application was denied, and so we've had to undertake further inspection activities and other activities at the recommendations of the OEB, and so we've done so.  Based on our findings now, we are planning to proceed with a new leave to construct application.

MR. MILLAR:  Okay, so are the inspection activities completed?

MR. WELLINGTON:  Yes, they are.

MR. MILLAR:  And you are going to be filing a leave to construct?

MR. WELLINGTON:  That's correct.

MR. MILLAR:  When do you expect to file that?

MR. WELLINGTON:  Q4.

MR. MILLAR:  Of this year?

MR. WELLINGTON:  2023.

MR. MILLAR:  And then you expect to complete the regulatory process, get an approval, and finish the project before the end of 2024?

MR. WELLINGTON:  A component of the project, that's our ambition, yes.

MR. MILLAR:  Some of it will go in service in 2024?

MR. WELLINGTON:  Correct.

MR. MILLAR:  And those items will require leave to construct approval first?

MR. WELLINGTON:  That's correct.

MR. MILLAR:  Okay.  Are you confident that's going to be done in 2024?

MR. WELLINGTON:  I can't answer that question.  I'm not close enough to the project's execution activities.

MR. MILLAR:  Well, let me put it another way:  It is in your forecast of capital additions for 2024?

MR. WELLINGTON:  It is in our forecasted capital additions.

MR. MILLAR:  Okay, and you are not resiling from that; that that remains the proposal?

MR. WELLINGTON:  At this moment, yes.

MR. MILLAR:  Okay.  I am told that there have been suggestions that the project is actually on hold.  Can you address that?

MR. WELLINGTON:  I would have to understand the source.  The project was on hold following the leave to construct decision, and of course we've, as I mentioned, taken the Board's recommendations and implemented those.  So, at this point in time, as I mentioned, it is our intention to file a new leave to construct application in Q4.  So I don't know if that would qualify as being on hold at this point.

MR. MILLAR:  Okay, but, as far as you know, there will be a leave to construct filed in Q4 of this year?

MR. WELLINGTON:  That is correct.

MR. MILLAR:  Okay.  Panel, thank you very much.  Those are my questions.

MR. STEVENS:  If I may, Mr. Millar, just to complete the record:  I'm informed that the information about the components of the St. Laurent project and when they'll go into rate base and the amounts is J13.21.

MR. MILLAR:  Thank you very much.

MR. MORAN:  Thank you, Mr. Millar.  Up next is OGVG, Mr. Buonaguro.
Cross-Examination by Mr. Buonaguro:


MR. BUONAGURO:  Thank you.  Good morning, Panel.  My name is Michael Buonaguro, and I am counsel for the Ontario Greenhouse Vegetable Growers.

I have a mish-mash of questions for you, if I could take you first to something that you just covered with Mr. Millar at the OEB Staff compendium for Panel 11 at page 139.  This is the exhibit that was prepared by Enbridge as part of its examination-in-chief on customer-connection policies.  It's page 139.  I'm looking at OEB Staff compendium, Panel 11.  Oh, maybe I'm looking at the wrong page number.  I'm sorry.  Page 20 of 25, sorry.  No, that's not right.  Sorry, I'm looking at the customer connections capital expenditures, supported by different revenue horizons, and my PDF says it is OEB Staff compendium and it is page 22.  Thank you very much.  You can tell this wasn't planned.

When you were going through this, I got a little confused because it hadn't occurred to me when you first presented this that these numbers included the overhead capitalization numbers.  And my understanding -- I know for leave to constructs, for example, when you do the economic analysis for the feasibility, you don't include the overhead allocation to a project; you do net analysis.  Is that correct?

MS. DREVENY:  That's correct.  For feasibility purposes, they are not included.

MR. BUONAGURO:  So, for capital contributions on these types of projects that are represented by this table, are you saying that you do?

MS. DREVENY:  No.  I think the origin of this table and the original undertaking was a reference to the utility system plan and specifically the break-out of the system-access section, and so, in that area, the capital is presented including the indirect overhead, so, as we redid the scenarios at the various levels, it was in regard to going back to that USP table, so that's why it's set up that way here.

MR. BUONAGURO:  Okay, because I don't know if this is right, but, intuitively to me, it would seem that, if you are not including the overhead capitalized amounts when determining how much of a capital contribution the customer should be paying, then you might get a different result if you scrubbed all of the overhead out of these numbers before you ran this analysis; does that make sense?

MS. DREVENY:  So it might be more towards the customer-connections policy panel, but I believe --

MR. BUONAGURO:  Right.

MS. DREVENY:  So the input that we would receive is -- actually, sorry.  I would have to take it back to the customer-connections panel.

MR. BUONAGURO:  Right.

MS. DREVENY:  I don't believe we are mixing the two things here, though.

MR. BUONAGURO:  Okay, so maybe can I just flag that.  I know there are some outstanding undertakings on this, so maybe we can just flag that to make sure that you haven't unintentionally put the wrong numbers in by including the overheads.  It may be fine.  I know that you don't use them when you do the economic analysis, so including in these totals and deducting from them might have skewed the numbers.  So I think there are already undertakings that you can take that forward and consider them in that context.

MR. STEVENS:  If I may, Mr. Buonaguro, is there a specific question?  I am just concerned, as we are up to transcript number 14, whether folks will remember to look back in the middle of the transcript to remind themselves to answer a question.

MR. BUONAGURO:  No.  It just occurred to me as Mr. Millar was bringing up the issue that you were running these analyses, including the overheads, when you don't do that in reality.

MR. STEVENS:  Is the question as to whether Enbridge Gas intended to include the indirect overheads within table 1, or whether the results would be different without the indirect overheads?  I want to make sure we are being responsive to your question.

MR. BUONAGURO:  Sorry to interrupt.  Maybe we can do it that way, is rerun table 1, but excluding all overhead allocations in the table, and see what the results change.

MR. STEVENS:  The numbers would change.  When you say "the results", what do you mean?  Are you postulating that the CIAC for a customer would change?

MR. BUONAGURO:  Well, my understanding -- well, the answer we got this morning was that the difference between the 40- and 30-year horizons in 2028 was that the overhead allocation attributed to this capital category went up as a result of changes in the assumptions.

My understanding is that no matter what the size of the project, you are going to recover the full amount of the overhead allocations in rates.

It doesn't -- it has never -- it is never subject to a capital contribution, which means that if you are including the overhead capitalization amounts in these numbers, you might be unintentionally saying you are recovering some of that overhead capitalization from customers as a capital contribution, when that is not what is going to happen.

The capital contribution is only based, as I understand it, on the other costs, the non-overhead capitalization cost, so the base number.  So, for example, in 2024, that $304 million number, I believe the overhead capitalization on it is something like $50 million or more.  That is never going to be subject to a capital contribution.

MS. DREVENY:  That's correct.  So I can confirm the underlying numbers for customer connections are not done, including those indirect overhead allocations.  Those are layered on for presentation purposes.

So if I understand correctly, then, you are just interested in seeing what the numbers are, exclusive of any allocation of indirect overheads.

MR. BUONAGURO:  Right.

MR. STEVENS:  On a best-efforts basis, we can provide that information.

MR. BUONAGURO:  Thank you.

MR. MILLAR:  That is J14.4.
UNDERTAKING J14.4:  UNDERTAKING J14.4:  TO RERUN TABLE 1 (THE LARGE-CUSTOMER-FREE VERSION TO BE PROVIDED AS UNDERTAKING J10.10) EXCLUDING CAPITALIZED OVERHEAD, ON A BEST-EFFORTS BASIS.

MR. BUONAGURO:  Now I have two references to make for the rest of my cross, and they are both found already in the School Energy compendium.  And the first one is at page 5, I believe, of that compendium.

So you can see I have on the screen Exhibit I.2.5-SEC-107, attachment 1, as updated 2023-07-06.

So my first question again has to do with overhead:  You can see on the bottom of the screen here that the Panhandle project costs are not included in this.  Correct?

MS. DREVENY:  That is correct.

MR. BUONAGURO:  And when I add up those costs, my understanding is that what has been excluded is just the non-overhead costs associated with the project, so around $250 million of direct costs and then, at some point, you are going to allocate overhead to that project.  But that hasn't been excluded?

MS. DREVENY:  Actually, the overhead costs are included in the numbers.  So when you see the value of $194.9 million for 2024, that's both the direct capital cost for the project and the allocation of overheads.

MR. BUONAGURO:  Okay.  So that's interesting, thank you.

So if we look at the 2024 column here, is this number then include the original $310 million or so of overhead that was forecast for 2024, minus the Panhandle amount?

MS. DREVENY:  That is correct.

MR. BUONAGURO:  Okay.  Now, I should go one step further.  Does it deduct the amount that was deducted as part of the settlement, so around $18 million?

MS. DREVENY:  No, sorry, it is not updated for that.  No.

MR. BUONAGURO:  Okay.  So that would be an update that has to be done to reconcile.  But thank you, that is helpful.

So I notice when I read this table, from 2014 to 2020, you have the capitalized overheads excluded -- or sorry, they are included as a separate line item.  Correct?

MS. DREVENY:  Correct.

MR. BUONAGURO:  But then in 2021 -- and it is explained in the evidence that you started to allocate them to the different projects and different project categories?

MS. DREVENY:  Yes, that is correct.

MR. BUONAGURO:  So, for my purposes, it makes it a little difficult to compare them line by line when the first half of it includes -- separately accounts for no price overhead capitalization, and the rest of it, it is embedded on a project-by-project basis.

So what I would like you to do, if you can, is to redo this table, but extract the overhead capitalization amounts from each of the line items.

So, for example, I think the number in 2021 for customer connection is around -- I think it is $49 million of overhead allocated to that number in that line item -- extract that line item and all the other line items, and rebuild the capitalized overheads number for the entire period or term.  Can you do that?

MR. STEVENS:  Ms. Dreveny, is that something that is available to be done within Enbridge's records?

MS. DREVENY:  Yes, it is.

MR. STEVENS:  We can provide that undertaking, Mr. Buonaguro.

MR. BUONAGURO:  Thank you.

MR. MILLAR:  J -- sorry?

MR. BUONAGURO:  And as part of that same undertaking, also what would be useful to me is, on a line-by-line basis, split the lines between leave to construct and non-leave to construct cost.

So, for example, my understanding is for compression stations, you have included the Dawn-Corunna cost in 2022 and 2023?

MS. DREVENY:  Yes, that is correct.

MR. BUONAGURO:  And that was a leave to construct project?

MS. DREVENY:  Yes.

MR. BUONAGURO:  Right.  So if you were to split compression stations into two lines -- regular, I would call it, or whatever you want to call it, and then leave to construct numbers, that all that money would be pushed into that second row.

Can you do that across the projects, and for all of the line items where it is applicable?

MR. STEVENS:  Your request, Mr. Buonaguro, is to do that for every year back to -- every year on this table?

MR. BUONAGURO:  Yes.

MR. STEVENS:  Or what is your --


MR. BUONAGURO:  Yes, yes.

MR. STEVENS:  It sounds like an immense amount of work to me, but Ms. Dreveny can tell me whether records are kept in that fashion or not.

MR. BUONAGURO:  Well, I would say, for example, I think you have already done it for 2014 to 2018, or so, because all -- for example, all the CPT numbers, the capital pass through numbers, I believe they are all leave to construct projects, or they are almost all.

MR. STEVENS:  But that's not the universe of leave to construct projects.

MR. BUONAGURO:  Well, I know you have -- there is another exhibit in this SEC compendium; we have already split the spending between the two categories, the leave to construct and non-leave to construct.  So I think you already have done the groundwork.  Anyway --


MR. STEVENS:  In any event, I am hoping that Ms. Dreveny or others can let us know the level of effort associated with this, you know, taking into account the deadline for undertakings and the 20-some-odd that this panel took, yesterday.

MS. DREVENY:  There is definitely more effort involved.  If I can take it away and then, on a best efforts, commit to providing that?

So you are interested in having the breakout for the entire span of the table, then?

MR. BUONAGURO:  Yes.  Thank you.  So that would be the undertaking.

MR. MILLAR:  The undertaking is J14.5.
UNDERTAKING J14.5:  ON A BEST EFFORTS BASIS, TO REDO THE TABLE AT EXHIBIT I.2.5-SEC-107 ATTACHMENT 1, AS UPDATED TO JULY 26, 2023, EXTRACTING CAPITALIZED OVERHEAD AMOUNTS FROM THE LINE ITEMS OVER THE 2021 TO 2028 PERIOD AND INCLUDING TOTAL ANNUAL CAPITALIZED OVERHEAD AMOUNTS FOR ALL YEARS IN THE SAME MANNER AS PRESENTED FOR THE 2014-2020 PERIOD ON LINE 12, AND TO SPLIT OUT EACH LINE ITEM INTO TWO LINES, WITH ONE LINE CONTAINING THE SPENDING THAT WAS OR WILL NOT BE SUBJECT TO LEAVE TO CONSTRUCT APPROVAL AND THE SECOND LINE CONTAINING THE SPENDING THAT WAS OR WILL BE SUBJECT TO LEAVE TO CONSTRUCT APPROVAL.


MR. MORAN:  Mr. Buonaguro, just before we move on, going back to undertaking 14.4, where you have asked for an update to the table, in a previous undertaking you were looking to have the large-customer stuff backed out.

Is it that version of the table that 14.4 applies to, or the current version of the table?

MR. BUONAGURO:  I think that would be, like, the perfect version of the table, to do that as well.  So you could -- that's why, when I originally said you could go back and look at those outstanding undertakings and adjust it if you have to, if it makes a difference.  But, yes, that would be better for me.

MR. MORAN:  So which one do you want updated, under the undertaking 14.4?

MR. BUONAGURO:  Let's say the industrial -- so the large-customer-free version.

MR. MORAN:  Okay.

MR. BUONAGURO:  Thank you, for that.

MR. MORAN:  Is that clear, Mr. Stevens?

MR. STEVENS:  I will ask the witnesses whether it is clear.  I think the difficulty is we are kind of navigating between different panels.  And we can certainly go back and look, but it would be helpful if Mr. Buonaguro can point us to the previous undertaking and what was there.  And we will do our best.

MR. MORAN:  Yes.  I certainly don't recall the number.  I recall the undertaking, and Mr. Buonaguro's undertaking.  Yes.

MR. BUONAGURO:  Yes. I can get the actual undertaking number up, on the break.  Thank you, for that.

Lastly, on this table, there's been some discussion about the "other" category.  And I think you have already confirmed that it is -- I believe it is entirely RNG and CNG projects?

MS. DREVENY:  Yes, that is correct.

MR. BUONAGURO:  And I think generally you have said, at a high level, those projects are fully funded one way or another by the proponents, the customers that are using those projects?

MS. DREVENY:  That's correct.

MR. BUONAGURO:  And can I confirm -- I happen to know because I also represent the Canadian Biogas Association -- that for the RNG projects, those are under rate M13 in the Union territory and rate 401 in the Enbridge territory?

MS. DREVENY:  Correct, under the current structure.  Yes.

MR. BUONAGURO:  Right.  And under both those rate structures, 100 percent of the costs of whatever project you are doing from those customers is recovered from those customers one way or another, either through a CIAC or through a contract that recoveries those costs over time?

MS. DREVENY:  Right.

MR. BUONAGURO:  Thank you.  Now, if I can take you to page 52 of the SEC compendium.  And so this is a version of the -- I guess you'd call it the value-driven or value framework -- list of projects.  Is that fair?

MR. WELLINGTON:  Yes.  It is a summary of value-driven projects and the associated value scores.

MR. BUONAGURO:  Thank you.  Are all of the projects in this table or in this analysis, are they considered value-driven projects?

MR. WELLINGTON:  I would have to confirm that.  Because we do, in some cases, undertake value assessments for projects that become mandatory, so I would have to review this list against the planning portfolio associated with each project to verify that.

MR. BUONAGURO:  Okay.  Could I get you to give an undertaking to do that.

MR. WELLINGTON:  Sure.

MR. MILLAR:  J14.6.
UNDERTAKING J14.6:  REFERRING TO JT5.13, ATTACHMENT 1, PAGE 52 OF THE SEC COMPENDIUM, TO CONFIRM WHETHER EACH OF THE PROJECTS ARE CONSIDERED VALUE-DRIVEN PROJECTS.


MR. BUONAGURO:  I guess that's to identify the projects in -- if you could scroll up a touch, I can give you the actual undertaking number -- Exhibit JT 5.13, attachment 1, identify the projects that are not value-driven.

And then, sticking again with this exhibit, presumably, you have forecast spending on many, if not all, of these projects.  I guess some of them are no longer in play, but there is forecast spending for these projects in 2023 and 2024?

MR. WELLINGTON:  Yes.  I believe so, yes.

MR. BUONAGURO:  Can we get an undertaking to add two columns to this table, showing the forecast spending for these projects in 2023 and then in 2024.

MR. STEVENS:  If we can have a moment, we just want to consult our notes as to what was previously undertaken in relation to this same undertaking.

I'm reminded that an undertaking was given as to 2023 and 2024 spend for the projects in Appendix A to the AMP, but not, I don't believe, to this particular document, so this is slightly different.  So we can provide that undertaking.

MR. BUONAGURO:  Thank you.

MR. MILLAR:  J14.7.
UNDERTAKING J14.7:  FOR THE TABLE AT EXHIBIT JT5.13, ATTACHMENT 1 TO ADD TWO COLUMNS TO THE TABLE SHOWING FORECAST SPENDING FOR PROJECTS FOR 2023 AND 2024.

MR. BUONAGURO:  Now, without reference to an exhibit, you had a conversation with Mr. Ladanyi on behalf of Energy Probe about the Brooklin development.  Do you recall that?

MS. BURNHAM:  It's Jennifer Burnham.  And, yes, we remember that.

MR. BUONAGURO:  Thank you.  And someone told me that, within proximity of that project, there is a TCP outline.  Is that correct?

[Witness panel confers.]

MR. CLARK:  It's Brad Clark.  That's correct.

MR. BUONAGURO:  Thank you.  And so, at least in theory, there is at least the possibility that you could serve that area by coordinating with TCPL and taking gas from their line,.  Is that fair?  Is that possible?

MR. CLARK:  In theory, in concept, yes.

MR. BUONAGURO:  Now, as part of the process for planning that project, or anticipating that project, is that something that Enbridge did, or would normally consider, that sort of alternative?

MR. CLARK:  Those type of options are considered.  
As I mentioned, when we look at reinforcements, we look at a variety of stations, new sources, interconnects, and things like that, as well.  But it depends on the volume that is required and the feasibility of existing assets and the costs of that option.

MR. BUONAGURO:  Was that option considered in this particular case?

MR. CLARK:  I can't confirm that right now.  I don't have those details at a hand.

MR. BUONAGURO:  Is that something we can get an undertaking to check on, to see if it was part of the analysis?

MR. STEVENS:  Perhaps you can assist us a little bit, Mr. Buonaguro.  I think I heard the witnesses say yesterday that this is sort of in early stages of planning and there is not a sufficient level of detail to have projects identified at the moment.

MR. BUONAGURO:  Maybe the panel can -- is that correct?

MS. BURNHAM:  Yes.  This is in the very early stages, so we may not have those details, in terms of looking at all of those options.

I would say that connecting to a TCPL line is of significant cost, so, although we would consider it, it is something also to take into consideration in terms of the cost to come off a high-pressure line, build the assets, the measurement assets to come off that line, and enter into the agreements with TCPL to feed that subdivision.  So there may be other alternatives that are lower-cost for the customer as we go through the process.

MR. BUONAGURO:  So, for a project like Brooklin that is in proximity, for example, to a TCPL line, you will at least consider it in the initial stages and, if you reject that option, we will be able to understand ex post facto to why you rejected it?

MS. BURNHAM:  Yes.  When we get into that level of analysis, we do look at them and we understand, from a cost and a constructability perspective, what that looks like, and we make a decision based on all those factors.

MR. BUONAGURO:  Right.  Thank you.  Lastly, in terms of the IRP process, generally speaking, my understanding is that you are actually in the process of going through essentially thousands of projects.  Is that correct?

MS. DREVENY:  That's correct.

MR. BUONAGURO:  And when you are confronted with any particular project, and I don't have one in mind, but, at any point, when you're looking at these projects and thinking about IRP alternatives, is there ever -- or is there generally, or is there never -- a counterparty, someone other than Enbridge that is proposing alternative solutions?  And when I say that, I mean, for example, the local electricity distributor.  Are they involved in the process?

MS. WADE:  Yes.  So the IRP analysis that we are completing is being done based on a project that is known, and it is based on customer demand.  So, it is based on a customer that has come to us or a need that has been identified on the system already.

With regard to the local electric utility, I think maybe I would use Parry Sound as an example.  So we have just filed our IRP pilot and, as part of that application, we met with both ISO Hydro -- sorry, Lakeland, the local LDC, as well as, I believe, Hydro One, and having conversations about:  What do you have planned in this area?  Is our demand accurate?  So obtaining all of that information, yes.

MR. BUONAGURO:  But, when you are having that conversation, is it in the context of just your proposal?  Or do they come up with counterproposals?

MS. WADE:  When you say "our proposal", so we have a proposal already from our customer, I guess you could call it.  We have a need from our customer, or customers, and that's what we're putting forward.  And we have those discussions with the LDC to understand if they also have a proposal.

Does that answer your question or are you...?

MR. BUONAGURO:  Well, I'm trying to understand if there is a point at which you are sitting down with, and I guess I'll use the example, the local electricity distributor and saying, there is an energy need here.  Right now, we're serving that, and I'm going to give an example off the top of my head.  We are serving this energy need now because we have a pipeline in there providing gas.  That is seven years old and it is deteriorating, and we think we have to go in there and replace it.  And we are looking at alternatives through the IRP process, which are obligated to do, and one of the options might be repairing the pipe, for example, or the bests option from your perspective would be to replace the pipe.

Is there ever an opportunity, or does it happen, that, on the other side of that, the local distributor says, Well, maybe we run a fuel switching program and get all the customers connected to that pipe off the system and we convert them to electricity completely?  Is that the kind of conversation you are having, or is that not happening yet?

MS. WADE:  Yes, so that's a great question.  And it links, I think, very closely into the safe bet of integrated planning that we've included within our energy transition plan.

So, the discussions that we're having -- I'll use Parry Sound again as an example -- have been around:  Is our demand accurate?  Do you have any programs planned, for example, just as you've said, to fuel switch customers?

We have not yet gotten down into that next level of detail.  So we've started these discussions.  We are proactively trying to reach out to some LDCs.  We are having conversations with the IESO to understand what planning looks like for them and how this could unfold and do just what you're saying.  I think, even one step further, it would be doing that ahead of the need even coming forward, so looking at our system, understanding, you know, from a broader, longer-term forecast what could this look like.  So those very detailed, system-specific conversations have not yet occurred, but we, as part of our safe-bet proposal, that's absolutely what we're thinking about.

MR. BUONAGURO:  Okay, so it's not happening yet, but that's the plan?

MS. WADE:  Yes, and so I would maybe just touch on something that Ms. Giridhar and I noted, as well, that, as part of the electrification and energy-transition panel -- this is obviously a key focus for them -- one of their engagement sessions that they held with stakeholders was focused on just this and understanding how do we make this happen in an effective and efficient way in a province that has roughly 65 LDCs and one big electric planner for transmission, obviously the IESO.  So we're hoping out of that there will be some guidance around how exactly this could be structured in the province so that there is a charter, there is consensus on the approach to this, the outcomes that we are looking to achieve, and hopefully, you know, a facilitator to help guide those discussions so that the outcomes can achieve what we're hoping.

MR. BUONAGURO:  Thank you.  Those are my questions.

MR. MORAN:  Thank you, Mr. Buonaguro.  Mr. Jarvis, are you ready to proceed on behalf of BOMA?  You may want to move so that the witness can at least see where the questions are coming from.  Mr. Jarvis, we are looking at a break in about 15 minutes, so just let us know when it's a good time.
Cross-Examination by Mr. Jarvis:

MR. JARVIS:  Thank you.  Good morning, Commissioners, and good morning, panel.  We'd like to focus this morning's conversation on my favourite subject, data and information, and the additional information that may come out of further metering of commercial buildings.  So we are looking at the commercial space at the moment and the kind of data that building owners need to manage their DSM, their energy-efficiency efforts, as well as making business decisions about capital plans and what to do with buildings and which buildings to acquire and which to remove, this whole energy transition, having better data arising from better metering.

So that will be the focus of the conversation, and we'd like to put forward a proposition that the same information that the building owners are looking for would be particularly useful to Enbridge Gas and to the Energy Board when you are going through these conversations about where does the gas go, who uses it, when do they use it, related to system planning, to capital planning of the AMP, to integrated resource planning, to leave to construct, to everything else, so better information is the focus.  Could I turn, first, to BOMA compendium page 2, please, and could we put the compendium on the record?  I believe that's the right...

MR. MILLAR:  It's K14.1.
EXHIBIT K14.1:  BOMA COMPENDIUM FOR PANEL 11.

MR. JARVIS:  Has any of your team had an opportunity to take a look at this and get a sense of what we're trying to present here?  And, if not, I can explain it a little bit.

MR. DILLON:  Gord Dillon.  Yes, we've had a chance to look at this.

MR. JARVIS:  Good.  Thank you.  So the idea of this is your design-day profile, and, as we look at the design day, it averages 336 terajoules per hour.  You can see the annotations there as to what that looks like.  The load is fairly low first thing in the morning.  So this is taking your previous diagram that you had provided, and we tried to superimpose on that the consumption for the design day and get a feel for what the peaks and the valleys and everything else were.  Does that make sense?

MR. DILLON:  I do see what you're trying to do here.  If I might take a moment, this is a dimensionless profile that we've provided in evidence.  It is the relationship of the design day and how the design hour would fit together.  So, if you take a look at the profile, the large swinging up, down, in the morning lift and then in the evening lift, that would be the hourly profile which would be covered more under Mr. Clark's area in the distribution planning network.  And then you would see the flat black line, which is the transmission-system planning piece of that.

MR. JARVIS:  Right.

MR. DILLON:  And so we are looking at those segments of that hourly profile throughout the 24-hour day, and we are using that to build into the daily requirement that we would need for the transmission system, if that makes sense?

MR. JARVIS:  Yes, thank you.  That's very helpful, and that's where we were looking to go with this.  So, as you say, that black horizontal line, the design day, that looks towards transmission storage, the upstream parts of the system; and, when you look at potential growth in demand on the design day, those are the parts of your capital budget that that would affect.  Is that correct?

MR. DILLON:  That would be correct from the transmission-system planning perspective, yes.

MR. JARVIS:  And is it true that, at this point, we don't have a good sense of how much of that is due to commercial buildings, the commercial building sector, the broader commercial building sector?

MR. DILLON:  That would be true.  We do not have a breakout on the Dawn-Parkway transmission system of what those breakdowns would be customer by customer.

MR. JARVIS:  Okay, or as the commercial buildings as a whole?  We don't have a good feel for how much of that horizontal black line is commercial customers, general service, and contract?

MR. DILLON:  One moment, please.

[Witness panel confers.]

So, to answer your question, we could give a breakdown of the general service versus contract rather easily.  We have that ability.  We also, in the distribution piece, we could provide further breakdowns of what those classes would be.

MR. JARVIS:  On the peak and the daily demand, you'd have both of those; the peak demand, how much of that is due to the commercial sector and, by extension, the residential sector, the industrial sector, and so on?

MR. CLARK:  Brad Clark.  We were just conferring because I believe that information has been provided in some of the IRs that were done before.  I'm just struggling to find the reference, but I know there were some questions asking about the residential portion of peak-hour flows and peak-day flows.  The one that comes to mind is GEC 2, but perhaps we could undertake to provide those references for you.

MR. JARVIS:  And how would that information have been derived?

MR. CLARK:  It is derived based on our actual customer consumption data that we have through the build data and the databases that underpin it.

MR. JARVIS:  So is it kind of estimated?  Because you can't see all the individual residential or commercial accounts, right?  You can't total those up to say how much of that peak is due to commercial?

MR. CLARK:  That is what we do.  So we have various building databases for residential, commercial, and contract customers that do record their consumption.  Now, that consumption for general service is measured every other month, but we use several regression techniques, which are indicated in the evidence in the design-demand outline which you can find in 4.2.3, paragraphs 51 and 58.  But, essentially, that builds up all that consumption data, and we do have line-by-line per customer with rate classes there, as well.

MR. JARVIS:  Right, so I think I understand that, but that's based on, as you say, every over-the-month bill.  How does that tell you what the peak is coming out of those customer groups?

MR. CLARK:  Yes, so that is outlined again in those references that I mentioned in our demand process.  But, essentially, we take a look at the consumption data over those periods.  We look at the temperature experienced over that same period using the weather stations for each regional model, and we start to back-calculate it through there.

We then create this profile, similar to what you see on the screen.  And there is a couple of other references in evidence as well, to determine where the appropriate telemetry is available to create the peaking factors then to apply to those demands.

MR. JARVIS:  Sorry to dwell on this, but it is an estimate then; it is a model, as opposed to having metered data that you can look at 9:00 o'clock in the morning and say what was happening?

MR. CLARK:  It is a bit of both, in the sense of I would like to say that it is based on actual consumption, it is based on actual weather and it is based on actual telemetry at those stations.  But yes, there is statistical analysis that goes into the final development of the load.

MR. JARVIS:  Okay.  Let me come back to the telemetry, in just a moment.

With this profile, it would be fair to say that the industrial is a pretty flat load, right?  So there is a piece of that chunk at the bottom there, that is industrial?

MR. DILLON:  That would be correct -- Gord Dillon.

MR. JARVIS:  And that is pretty flat.  You know, it's --

MR. DILLON:  That would be true.

MR. JARVIS:  It has a great load factor.

And would you take my word for it that when you take the whole profile and average it out, it is around a 52 per cent load factor for your design day.  Your peak day, you make about 52 per cent use of the system, of the peak system demand on that day.  Does that sound about right?

MR. CLARK:  It varies -- sorry, it is Brad Clark:  It varies by system.  And, like I said, there are a couple of IRs that give some examples of the profiles for the different subsystems.  But it would be entirely dependent on the customer breakup and type and demand usage on those subsystems.

MR. JARVIS:  Those subsystems being the sections of your system?

MR. CLARK:  Correct, yes.  And so just for reference, our system is a cascading one that normally has -- it starts at the point of injection origin, Dawn, for example, TCE takeoff, large diameter high pressure, and then cascades down to lower pressure, lower diameters for the final distribution main in front of most of the customers.

MR. JARVIS:  Okay.  I will move on, in just a second, on that.

Does Enbridge Gas pay demand charges to TCPL or any other agency based on that peak demand number?  Or does storage kind of even all that out, so that you end up with a fairly flat profile that you are showing to the upstream transmission?

MR. CLARK:  I think that question is more appropriate for gas supply.

MR. JARVIS:  Okay.  Could we move on to page 9, please?  As I think you have explained very well, there is a number of those design-day implications that affect transmission and compression stations.  So if we look at line 1, for example, and further down, line 9, that peak day would -- if significant reductions could be achieved in there, for example, if the commercial sector was to step up and lower the design-day demand overall by 10 per cent, could that kind of reduction in the design-day volume affect those budget lines in terms of the intended capital spend?

MR. WELLINGTON:  Sorry, it is Bob Wellington here.  I apologize for the delay in response.

With respect to line 1, which is compression stations, none of the investments included in that line item relate to system growth.  So I would be very hard pressed to say that there would be any impact to that particular line item.

With the transmission pipe and underground storage line item, line 9, we do have a couple of expansion projects included in that line item.  So I will just turn it over to Mr. Dillon to comment on those.

MR. DILLON:  So I can say that with respect to the buildings, stepping up and reducing their consumption over time, with the projects that are in play right now, the Kirkwall-Hamilton project, for instance, I wouldn't see a reduction of say, 10 per cent, would have any effect on that Kirkwall-Hamilton project at this time.

That project is in need of a major -- a major need for an industrial customer that is currently investigating coming on to the system, and there is other growth from our in franchise that is looking to come onto the system.

 So I believe that a 10 per cent reduction in that phase would not move the needle on that project.

MR. JARVIS:  Okay.  That is helpful.  And there are a number of other lines here that speak to distribution, right?  So line 3 is distribution pipe.  That's quite a big one.  Then distribution stations.  Then we have line 6 is distribution system reinforcement.

And let's hypothesize for a moment, if you will indulge me, that this old commercial sector steps up and achieves, through demand response -- which I think the sector knows how to do -- we achieve a 15 per cent reduction of peak demand.  And this obviously is different buildings, different places; some have more opportunity than less.

That kind of reduction in that morning peak, could that have an effect on any of these line items, instead of distribution?  In other words, if we can reduce peak demand -- I am not talking consumption, demand -- could that have an effect on this capital plan?

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

 Sorry for the delay.  So I agree with line 6, in particular; that's our growth distribution system reinforcement line item.  So certainly -- and those projects are premised on, you know, being able to support downstream demand, on peak hour.

 MR. JARVIS:  Yes.

 MR. WELLINGTON:  So, yes, I fully agree that there may be an impact there.  For the remaining line items pertaining to our distribution assets, in particular, pipe and stations, we -- there is a potential, I would say, but we would have to look at it through a similar lens as we would through an IRP technical evaluation to understand, you know, what we could achieve in the way of potentially, you know, a diameter reduction in a pipe replacement project --

MR. JARVIS:  Yes.

MR. WELLINGTON:  -- or perhaps, you know, designing a station differently to support the forecasted demand -- change in demand, I should say.

MR. JARVIS:  That's very helpful.  Thank you.  So is that kind of review of commercial buildings connected to an IRP process, if you like, as a project planned, is that kind of formal review contemplated?  And, if so, how would you estimate what that commercial customer is contributing to that peak command, that they might be able to remove and help?  Like, how would we know, in the IRP process?  Is that seen as a formal part of the discussion?

MS. WADE:  Yes.  So I will answer the question first, that yes, it is part of the formal process.  So, when we look at a project, we are looking at the peak demand, and I will let Mr. Clark add on to that piece if you would like.

 But as we move into the IRP analysis itself, we will have an understanding of the current demand in the area by customer type, and we will look at, say, for example, as you are asking, the commercial load; what is the commercial load, and whether a reduction in that would provide a technically feasible IRPA?  And then we would have to then move into, okay, how would we achieve that load reduction?  And then we would move into the economic feasibility of it.

MR. JARVIS:  And how would you determine that commercial load?

MS. WADE:  So, from a commercial load perspective, we -- maybe I can take an example of what we have just recently done, where we have done reverse open seasons.

So, for a contract load, we would ask if there would be an ability to reduce their contract load and provide some of their contract load back.  If they are not on contract, maybe a good example is what we're doing in the Parry Sound and southern Lake Huron.  We're going to be testing what a demand response program could look like.

Right now, we're starting with residential first to look at how demand response could help us achieve the hourly reductions.  I'd have to go and double-check how our demand response program is going to be targeting commercial, but that will be part of what we're looking at through IRP.

MR. JARVIS:  Okay.  But -- and I have just one more question before the break -- you'd likely put metering on the commercial customers.  Right?

MS. WADE:  That's correct.  Sorry, and I would just add one other piece, as well.  As part of the programs that we would be implementing, there would also be the traditional energy efficiency, which would also contribute to peak reduction.

MR. JARVIS:  But you'd know the potential for peak load reduction by metering the buildings.  We would want to put metering on the buildings.

MS. WADE:  That's correct.  So, within our Parry Sound and southern Lake Huron pilots, within the application, we have applied for -- or we've included in our proposal putting meters on commercial buildings.

MR. JARVIS:  And that could become a standard, perhaps, for any IRP process from this day forward that, if it's planned, let's put interval metering on the commercial buildings involved.  Because they use a lot more than residential, right, and they are much less homogenous.  Can we put metering on, and that would help inform that process?

MS. WADE:  I think that's definitely going to be a discussion as we move forward.  I think, from Enbridge Gas's perspective, we see a lot of value in having the AMI on the buildings and being able to --


MR. JARVIS:  Yes.

MS. WADE:  -- whether or not what we think is going to come to fruition actually comes to fruition.  And so I think some of the discussion we've had with the IRP technical working group is around how many buildings within a specific area need to have meters applied in order to understand the impact.

MR. JARVIS:  Yes.

MS. WADE:  So I think those pieces will come into discussion as we move forward.

MR. JARVIS:  Sorry, final question before the break.  It could make sense to put meters on all the commercial building?

MS. WADE:  I would say it could.  It could.  And we'd have to have that discussion, yes.

MR. JARVIS:  Okay.  I can return after the break, Commissioner.  Thank you.

MR. MORAN:  Thank you, Mr. Jarvis.  We'll return at 11:20.
--- Recess taken at 11:04 a.m.

--- On resuming at 11:26 a.m.

MR. MORAN:  Okay, Mr. Jarvis, I think we are ready to continue.

MR. JARVIS:  Thank you, Commissioner Moran.  Could we return to page 9 of the BOMA compendium.  I have just one more, one final question on that.  Row 10, the utilization row, I think I understood that that has to do with meter replacements, or did I misunderstand that?

MR. WELLINGTON:  This is Bob Wellington.  It is primarily related to meter and regulator assets which are typically part of the pressure measurement and regulation that serves our customers.  So the meter replacement program is part of it, but all of our meter purchases are embedded within the utilization forecast.  And I think we discussed yesterday that some of those meters are intended for customer connections, as well, so, if that's helpful for you, I just wanted to provide that.

MR. JARVIS:  Yes, it is.  So those are your telemetry stations as well as some customer meters?

MR. WELLINGTON:  If it is a customer -- pardon me.  If it's a customer metering station that has telemetry -- actually, let me take a moment to think about that because that's -- I don't think that's correct.  So the cost associated with the initial meter setup, including pipe telemetry and all of those things, would be considered part of the customer-attachment cost or customer-connection cost if it was a new customer.  The maintenance activities associated with that station would typically fall, if it's a larger station would fall, within our distribution-station asset class in terms of anything that we might be renewing.  If it's a meter exchange --


MR. JARVIS:  Yes?

MR. WELLINGTON:  -- that would be under "utilization."

MR. JARVIS:  Okay, so a meter exchange, some of those meters would be commercial customers?

MR. WELLINGTON:  Yes.

MR. JARVIS:  And what kind of meter would that be a replacement be?  Could that be an MI meter, so you are moving toward a fully AMI system one meter at a time, or does it not work that way?

MR. WELLINGTON:  It could work that way, and one other comment I think I made yesterday or the day prior was relating to the lack of availability of diaphragm meters in our 200 series, which is for residential, so we've had to augment our supply chain with ultrasonic meters which have, you know, capabilities for telemetry and other things.  So I think that's a long-winded way of saying yes to your answer, that it could include AMI meters.

MR. JARVIS:  Okay.  Could we turn to page 5, please.  So I appreciate FRPO pulling this up and you supplying it.  So trying to understand the whole system and how many measurement locations there are to break down where the gas goes and how it's utilized, so on the lower left-hand corner there, for Dawn-Parkway, is this a, are these all telemetry stations, Enbridge telemetry stations, so you can see where the gas is going?

MR. DILLON:  Yes, that would be correct.  Gord Dillon.

MR. JARVIS:  Thank you, Gord.  So I was excited to see there were this many so we could disaggregate the whole system, but I think, Mr. Sanders, in evidence-in-chief you mentioned there were 36,000 measurement stations.  Did I misunderstand that, or is that the case?

MR. SANDERS:  No, that's correct, and I would just point out that this is the Dawn-Trafalgar system which is a portion of the total supply system, so this wouldn't include the legacy Enbridge Gas Distribution system.

MR. JARVIS:  Okay, so, with your existing metering, you can subdivide the whole thing and break it up into lots of small pieces so, any time you are looking at a reinforcement project, for example, you can find the nearest stations and get a good sense of the usage profile?  Again, we're interested in peak demand for that piece of the system.

MR. SANDERS:  I'll just start, and maybe Mr. Clark can jump in here or Mr. Dillon.  I would say telemetry generally exists in our gate stations, which could be coming off of the supply systems from TC Energy, could be coming off of our own transmission system.  Telemetry could be down as far as some of what are called feeder stations, the next level down as Mr. Wellington described, and we could have telemetry information coming from some customer stations, as well.  So there are multiple levels within the system that you could have telemetry.

MR. JARVIS:  I think that more than answers the question.  That's great.  Would it be normal for an IPR application or a leave to construct application if, like, a piece of the system that relates to that, that Enbridge would provide that, that profile, that information from the nearest telemetry as part of that application?  Would that be a normal thing that intervenors could review?

MR. CLARK:  Brad Clark.  I'd say that that's not normal, hasn't been traditionally supplied.

MR. JARVIS:  Okay.  That's helpful.  Thank you.  If I understand correctly, when you want to figure out where the gas goes, when you are looking at a particular flow, you've got the contract customers connected to that piece of the system, and you would take the total flow and subtract the contract customers, and so you've got the shape there, you've got the peaks and everything else, and the rest would be residential and commercial and other general service.  Is that about right?  Is that how you kind of figure out what's going where?

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

MR. JARVIS:  Okay, so, in the event that we were fortunate enough to have individual metering on commercial buildings, then that would give you further discrimination that now we've got the total flow from your stations, and we can take all of those commercial customers away and the rest is the fairly homogenous residential sector.  So it would give us better visibility on how gas is being used in that section of the system; is that fair?

MR. DILLON:  That's a fair, that's a fair statement, yes.

MR. JARVIS:  We had asked this back in early interrogatories, and I think the answer was no, but let me ask again.  You've got about 220, I think, commercial contract customers?  I think you've -- subject to check?

MR. DILLON:  Yes, subject to check.

MR. JARVIS:  Take my word for it.  And has any work been done to look at the demand profiles, the demand-day profiles of those customers, commercial customers, and say what do they look like; like what kind of load factor do those -- and those are big customers, like University of Toronto and Humber River Hospital, so do you have a sense of what that demand profile looks like and how it may differ from the overall system profile we looked at earlier?

MR. DILLON:  Just one moment, please.

[Witness panel confers.]


Yes, so, on some of the larger customers, we would have telemetry.  We are not looking at the profile of usage for those customers.  We would use that data to extrapolate what their needs to be required on design day.

MR. JARVIS:  Okay.  That's helpful.  How long would it take to install a telemetry-style of meter?  And I'm thinking for example, when we look at the Wilson Avenue reinforcement project, it might be useful to have, to see what the demand profile the peak, if you like, the Design Day demand profile was on that section as part of a decision and what are we going to do with that pipeline, and, for example, if you had a big commercial customer on that system, which you do, whether we could make a deal with them to say, if you can reduce demand here, then we can pull put a smaller pipe in, something of that nature.  But there is no meter on that line right now.  Is it practical to install that as part of the IRP process or the...

[Witness panel confers.]


MS. WADE:  So I would say we're looking at the AMI on both residential and commercial customers and understanding the technology and also using that technology to understand the load profiles in the pilot areas that we're looking at.

MR. JARVIS:  Okay, but not Wilson Avenue?

MS. WADE:  No, not at this point in time.  No.

MR. JARVIS:  Okay, and is it -- do I understand correctly that you've got 3.8 million customers, 90 percent of those are residential, that use very little peak demand gas, like maybe 2 or 3 cubic metres per hour, and it's about 10 percent of them that are commercial, so it is kind of a manageable piece which would use considerably more?

MR. CLARK:  Brad Clark.  Just in terms of those ratios, I think that is explained in GEC 2, and, if I recall correctly, residential is about 90 percent to 92 percent of the customers by count but about a third of the total flow.

MR. JARVIS:  Right, right.  Conscious of time, so maybe could I just run one last thought past you.

Is it conceivable that we could move incrementally towards having interval metering capability for all commercial customers, general service as well as the existing contract by, for example, including the addition of interval metering on all IRP processes, requiring interval metering on new buildings?  So as new buildings come along -- so we are moving down the path toward AMI.

Could we do this incrementally without being too crippling a burden on the AMP going forward?

And the second part of that thought is through cost allocation and rate design, could we properly allocate those costs to the commercial sector, to the commercial-sector customers that would benefit at the same time as Enbridge would benefit?

MS. WADE:  Sorry, if you can just give us one moment to confer?

MR. JARVIS:  Of course.

MS. WADE:  Thank you.

MR. CLARK:  Brad Clark:  Sorry about that.  So it is conceivable, but we are exploring some AMI pilots right now.  And one of those items is trying to explore the technologies and the infrastructure requirements for those technologies.

So part of that roll-out and part of those impacts would depend on the communication technologies required by those devices.  For example, if they required a dedicated tower for communication, that would severely hamper being able to do it in a scattered or more organic method, as you described.

But if they were using other technologies that were already out there for communication, it may be possible. But it is something that is being explored.

MR. JARVIS:  Okay.  Thank you, panel.  You have been very helpful.  This has advanced my understanding.  Those are my questions.

MR. MORAN:  Thank you, Mr. Jarvis.  Next up is APPrO, Mr. Yauch.
Cross-Examination by Mr. Yauch:


MR. YAUCH:  Thank you, very much.  I will be very quick.

So I sent just one reference, if we could bring it up.  It is Exhibit 2, tab 6, schedule 2, page 30.  If we can scroll down a little bit -- keep on going.  There you go.

So point 2 in this, it says that:
"Enbridge committed to prudent, value-based decision making.  It incorporates energy transition for all asset-related investments and a holistic evaluation of costs, risks and performance."

And my question is, as we sit here today, when you screen capital investments, you don't take the utilization of that asset into account.  Correct?

MR. WELLINGTON:  Could you be a little more specific in terms of what you mean by utilization, and maybe give an example of an investment?

MR. YAUCH:  Well, say, when you are proposing a capital investment, how much throughput as a percentage of its theoretical throughput does that factor into how you plan your investments?  Sort of, do you -- the capacity factor on the electricity side, sort of, utilization on the gas side?

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

MR. CLARK:  Brad Clark:  So as has been outlined in other testimony, the demand forecast is constantly updated.  And prior to any project going out to construction, the scope of that is constantly reviewed and updated with the latest information, which does include actual customer usage data, ETSA factors applied on top of that, as well.  So it is appropriately sized for the known demands at that time.

MR. YAUCH:  And if an asset was expected to have declining utilization, let's say between now and the next 40 years, that is -- is that somehow included in your capital planning?  Or no?  You take the demand forecast in the short term?

MR. CLARK:  It is included in the 10-year demand forecast and in the ETSA scenario factors what we have applied to that demand forecast. And it is updated with the most recent history and trends up to that point of that project being initiated.

MR. YAUCH:  And assets with a high utilization, are they valued?  They have a greater value to Enbridge than assets with a lower utilization?  Or is that -- is that a major determining factor when you are deciding to pursue a particular capital project?

MR. WELLINGTON:  No.  We don't necessarily value them any differently because they have a higher utilization.  I think, if we have an understanding of, you know, future utilization as Mr. Clark alluded to, then that may drive decisions we make, you know, about a particular asset.


But it doesn't -- in the broader context, we don't look at utilization as necessarily affecting the value of one asset over another, at this point.

MR. YAUCH:  Okay.  So, when we look forward into the energy transition, even some of the, sort of, pathways that were laid out by Enbridge, it is likely that certain, maybe significant parts of the system, the gas-delivery system, are going to be utilized less going forward.  Is that a fair assumption to take over the next 30 or 40 years?


MS. WADE:  I think it's fair to say that the volumes within our system are going to change.  I think what -- at this point in time, there is a lot of uncertainty around is the peak demand, and if that is going to change in the same way that volume likely will.

MR. YAUCH:  Right.  So when you look at something -- I think we will call it the Énergir model, the hybrid heating, the overall throughput, it could be quite low.  But its value for the peak could be quite high.  Is that a fair way to way to --


MS. WADE:  I think that is a fair way to state it.  And just to repeat what you said, the value, ensuring that the value is tied to both the affordability, but also the reliability and resiliency elements of that peak energy that is being provided.

MR. YAUCH:  And that would be the same with some transmission assets, right?  Let's say for gas-fired generators, maybe they are used less but, when they are used, they have a high value to the system, the energy -- let's call it the energy system?

MS. WADE:  Yes.  I would say it from my perspective; I will let anyone else add on.  Yes, I would agree with that that.  And those generators could be used maybe in the same way that they are today, with carbon capture or utilizing hydrogen.

MR. YAUCH:  So my question is, if this panel or parties were to argue that you should incorporate some utilization in your capital planning, A, have you thought about it and, B, how would you do it?  And, C, how do you capture the value of an asset that is maybe utilized less but its value at peak is quite high?

MS. WADE:  Sorry, just one moment, please.

MR. WELLINGTON:  Sorry, sorry, can you just repeat the three parts to your question, again, so just so I get the response correct?

MR. YAUCH:  That's the hard part.  If you were asked or required to incorporate utilization into your capital planning process, A, have you considered it?  And then, B, how would you do it?  And then, C, how do you deal with quote-unquote value of something that is utilized less, but its peak value is quite high, something like a hybrid heating investment, or transmission assets related to a gas-fired generator?

MR. WELLINGTON:  Okay.  So I will try to take a kick at the first two parts --



MR. YAUCH:  Yes, it is a lot, I know.


MR. WELLINGTON:  -- and then I might confer again on the third.

So have we considered it?  Yes, we have started talking about it in a broader perspective, what would this look like, how would we integrate this into a value assessment.

As to how, that is a difficult question to answer right now.  And again, we have just started conversations about how that might work.  But I think, you know, we would have to really understand with certainty how such things might affect future utilization and value of the assets.

And to your point about having, you know, capacity available when demand is high is certainly an element to that, or how future utilization may change in general may affect how we value things differently.

And one more quick conference before the third part is responded to, so one second here.

MS. WADE:  I am sorry, what was the third part of your question?  I am sorry.

MR. YAUCH:  This is a test, right?  If you had to do it, there is a value to peak that wouldn't be captured in utilization factor, and that is maybe not an issue today but, going forward, that would be much more of an issue.

So do you have a plan for how you would deal with that if the Board required you to incorporate utilization into some sort of a value assessment?

MS. WADE:  Yes.  I think I would just repeat what Mr. Wellington said.  And then, if he wants to add anything.  But at this point in time, how exactly we would do that has not been defined.  But, as Mr. Wellington noted, we have started to have those discussions and understanding how we would place value on a system that is providing peak.  As we transition through this next period of time, we'll have to think through how that's assigned.

MR. YAUCH:  When you say you've had earlier discussions, I'm assuming there is no -- you haven't done any internal analysis of what utilization will look like in terms of the capital planning process.  There is nothing on the record that you have on this issue?

MR. WELLINGTON:  No.  We're really just discussing what the mechanics of it would look like, if we had information that helped us understand what is the value today based on utilization or providing peak day supply, or whatever the case may be.  And then, if we understood that a change to that was forecasted, how would we roll that into an overall evaluation of, not the asset, but perhaps the investment tied to the asset.  How would that affect our decision.  So it is very, very high-level, I would say.

MR. YAUCH:  Okay.

MS. WADE:  And I would just note, and I think I was mentioning this with Mr. Buonaguro, integrated energy planning will play a big role in this, as well.  So to understand, together with the electric counterparts, what the future use of our system is going to look like, or to model together to be able to understand that utilization to inform this process will be a big piece of that.

MR. YAUCH:  That was my last question on this, and then I'll be done for the afternoon.  But any sort of value assessment would have to incorporate both sides of the energy equation, right, the gas and electricity side?  If we're going to go to some utilization factor, then you would have to consider both sides.

MS. WADE:  Yes, absolutely.  And I think I gave the example to Mr. Elson when we were talking about it.  I know he has quoted 30 percent reduction by 2030, for example, in buildings.  And perhaps, in some parts of the system, that is possible, maybe, but in many parts it could not be.  So that's going to have to be a very important part of the discussion as we're looking at utilization, what do our counterparts -- what are they seeing and what will are they investing in, so that we can have that overall, holistic picture as we put together that utilization scenario.

MR. YAUCH:  Okay.  Those are my questions.  Thank you very much, panel.

MR. MORAN:  Ms. Duff?
Questions by the Board:


MS. DUFF:  I have a few questions.  And I'm going to bop around a little bit, just because that's the way the cross-examination unfolded.

Mr. Rubenstein had a number of questions.  He was talking about the AMP and that update.  I just want to make sure I understood a quote that was said.  The AMP, the asset management plan, was not updated, right, with this last capital update.  Correct?

MR. WELLINGTON:  That's correct.

MS. DUFF:  But I thought you said, Mr. Wellington, that you are going to redo it in October of 2024 for some optimization.  What does that mean?

MR. WELLINGTON:  Sure.  So we will be reassessing the entire 10-year forecast and adding, actually, two more years to project out to 2034, as part of sort of our two-year planning cycle that we go through to recreate the asset management plan.

MS. DUFF:  And the asset management plan then informs your utility system plan.  And, in terms of what we're deciding here in Phase I and Phase 2 of this proceeding, I'm just wondering how that update in October of 2024 is going to help this panel.  Or is that just part of your regular business process?

MR. WELLINGTON:  It's part of our regular business process.  And I think it actually aligns to commitments we've [audio dropout] the IRP decision, as well, to provide regular updates of the asset management plan and the addendums on alternating years, so that we are providing an annual update.

MS. DUFF:  And a utility system plan, which I take it -- would you agree that that will also inform Phase 2, as we're looking at the whole rate term for Enbridge?  Do you see that as -- will that be updated again?

MR. WELLINGTON:  Just a moment to confer.  One second.

[Witness panel confers.]


MS. DUFF:  I'm not asking for it to be updated.  I just don't know what your plans are.

MR. STEVENS:  I'm advised that the utility system plan is part of the filing requirements for a cost of service application, and so it was prepared in connection with this case.  And there may be many components of it that are updated as part of business processes.   I don't believe there is any expectation that the document, from start to finish, will be updated at the same time as the AMP is updated.

As Mr. Wellington said, Enbridge Gas has committed to file an updated, full asset management plan on a biannual basis and, on the off years, to file what's called an update to the asset management plan.

MS. DUFF:  So this panel, and decisions that we'll make in Phase 1 -- and perhaps another panel in Phase 2, I don't know -- but it's that we have the information on the record today, and it's not going to change for the utility system plan for the five-year period.  Is that correct?

MR. WELLINGTON:  The utility system plan would not be changing for the five-year period.  And the asset management plan that you have on the record today, in addition to the capital update, is the evidence that we're putting forth as part of this rate application.

The update to the asset management plan is, again, centred around commitments that we made through the IRP decision to continue to provide updates and also, I believe, to show the impacts that IRP is having on our capital planning process.

MS. DUFF:  And, if I heard you correctly, with the capital update, you updated 2024, but I don't think you updated the other years.  Should I be concerned about that?

MR. WELLINGTON:  I don't believe you should be concerned about it if you agree with the strategies that we've presented in the asset management plan and the underlying investments.  We recognize that we're going to have cost pressures based on some of the increases we've seen in large projects and customer connections, and we're going to have to manage those cost pressures as effectively as we can, but we're still intending to follow through with the strategies and the types of investments that are described in the asset management plan.

MS. DUFF:  And why did you choose 10 years this time, to do a 10-year plan?  How does that -- I mean, did you do that outside this rate proceeding and how it's going to inform your five-year rate period?

MR. WELLINGTON:  Just one moment to confer.

[Witness panel confers.]

MS. WADE:  We moved to a 10-year at a direction from the IRP decision.

MS. DUFF:  Thank you.  I'm going to move on to a different topic, and that is -- I don't have a compendium, but it was the page that we all know, where the present value of inflows and outflows by calendar year, and there was that three-year period where the PI was less than 1.  I just want to talk to you a little bit about that, Ms. Burnham.

Given that that happened in 2021, 2022, and 2023 -- and you explained some of the causal reasons for that -- do you have any lessons learned out of that?  How will that not be repeated?

MS. BURNHAM:  Yes.  Thanks, Commissioner, for that question.

We have actually learned quite a bit through that period and we've taken a number of steps to drive a bit more certainty going forward in those costs, and the changing costs.  So a few things we did, we did complete an RFP with our major contractors, and so we've built in a different type of pricing mechanism for customer connections within the contract going forward that will drive certainty on that cost.

We've also implemented a number of activities around our supply chain, so we've diversified our supply chain in terms of who we buy our material from.  We have regular updates on our supply chain to understand the peaks and valleys in the cost, to better drive certainty in that aspect.

From a customer perspective, we are communicating with our customers that, if there are major cost changes between the time [audio dropout] and the time we go to construct, we will be coming back to talk about potential changes in an aid to construct, or not.  So we will go back to the customers.  We want to let them know well in advance that that's going to be happening.

And then, again, just from a project execution perspective, we are watching inflation closely so that, when we do the estimates, we are including the right amount of inflation on those projects.  We run the economics and we feel they will be better reflective of the time we go to construct, so, you know, I would say there is a lot of micro activity happening to drive that certainty but then a lot of macro activity happening in terms of our contractual agreements and our supply chain.

MR. SANDERS:  Commissioner Duff, maybe I'll just add a little bit to that, too, I think.  Obviously, the macroeconomic implications of that were something else to come to bear, so I think, as everybody coming out of the pandemic, looking at the supply chain implications, looking at inflation implications and how that might more directly impact our business is another dimension I think we need to add to looking at how the business is changing, certainly over the year-to-year perspective.

MS. DUFF:  I appreciate the answer.  Thank you.  I want to explore a little bit further about how you reflect upon your contribution in aid of construction.  There was one sentence that you said -- this was in a cross-examination with Mr. Elson:
"We didn't go back to developers and ask for more."

And I want to unparcel that a little bit.  Perhaps you could explain:  When someone approaches you about need for your gas services, when you think you are committing to economic evaluation that has a contribution in aid of construction, is there something signed at that point?  Like when do you think you are committing to yes, no, there is a contribution in aid of construction required, and, if it's yes, how much that is?  Could you explain that me?

MS. BURNHAM:  So there is -- we do have our customers sign.  It depends on the type of customers.  So, for our residential customers, they are usually agreeing through the application process.  If there is a cost, so with our TCS or SES programs where we have the rate rider to cover over the cost over the 40-year term, they'll agree online with a very simple form.  Other major builds, so the developers, the builders, large commercial industrial, they will actually sign a form off to commit to:  These are the construction costs; here's the aid to construct; and, yes, they are agreeing to move forward and pay that -- and we put them in the construction cycle.

MS. DUFF:  And that, the costs involved in that, if there are some reinforcements required, it's not just the services, that's included too.  Is it a fully allocated cost in terms of the capacity, as well, that's required to serve that need?

MS. BURNHAM:  So this is where we get into, you know, for what I would say are general customers, the builders, there is typically an amount applied for the normalized reinforcement on that estimate, and it is done on a percentage basis.  If there is a major customer, so a major industrial customer who is driving a significant load increase in and of themselves in an area, they would be directly charged for that reinforcement.

MS. DUFF:  Yes.  No, because I was -- that normalized approach that you have, which is historically based, do you think that's appropriate going forward, I mean with all these new home builds that the province has, you know, indicated?  And also Mr. Ladanyi was talking about large condominium projects.  I'm just wondering, that normalized approach, do you think that's still fit for purpose going forward?

MS. BURNHAM:  I'd have to take it away and talk to the team that actually sets up the financial feasibilities.  I mean my team actually just processes the pieces.

MS. DUFF:  Yes.

MS. BURNHAM:  We can take it away.  I think in general it has worked.  I think, you know, those developments that we talked about yesterday, those are fairly common, I would say, within Enbridge.  Now, the Brooklin is a large subdivision, a mega subdivision, and we'll see what [audio dropout] with the opening up of some of the land in the northern area, north of Toronto.  But I would say, you know, those condominiums have been pretty typical for Enbridge Gas to serve over quite a period of time.

MS. DUFF:  Okay, and just on that Brooklin development, if I heard you correctly, you had not made a commitment to -- have you in your opinion -- you said you were at the preliminary stages.  Perhaps could you -- I'm -- there is a need, perhaps there's an energy need.  You've been approached in terms of a gas need, but just when is that commitment made?  Could you just explain that particular example, if you wouldn't mind?

MS. BURNHAM:  So, you know, we'll get closer to when the customer is officially going to, what I would call, apply for the service.  Right now, what's happened is, you know, we've been in contact with the builders or the builders have reached out to us.  We are doing preliminary design.  They are still working on preliminary design of their scope and their segments.  We'll be working with the municipalities to understand what the future roads look like in that area, what they're going to do, work out running lines to kind of narrow down that cost.  So we'll take it from a high-level cost, which is probably what we have now, to a closer what we really think we need in terms of size of pipe, where we're going to install it, how many customers.  It is at that point that we'll run the economics, when we have a little more cost certainty on what that project scope really looks like, and we'll give the builder that information.  Sometimes we'll give them, you know, a high-level, hey, this is where we think we are, this is the range, but then we will narrow it down and we will have it signed off prior to construction.

MS. DUFF:  Thank you.  The reason I ask that question is there is an undertaking already, JT10.13, where Enbridge is going to consider, if there was perhaps a shorter timeframe required on contributions in aid to construction, what it would mean to the utility.  That's why I'm asking these questions about is there a line of commitment or are these handshakes or something a bit more casual.

MS. BURNHAM:  Yes, and I think the customer attachment or commitment -- I forget what the panel was, the panel before us were called.

MS. DUFF:  I think 10.  They were called Panel 10.

MS. BURNHAM:  Panel 10.  I think Panel 10 talked a bit about what we would have to take away and see what that implementation timeline would look like if we were going to change the revenue forecast on the economics.  I think we have commitments today already for next year.  I think we would also want to make sure we're communicating to our customers, especially some of our major builders, that those revenue forecasts are going to change and there may be some implications, so that, when we run future projects, it's not a surprise to them and they understand what's happening and why, and it allows us to be good business partners with them.

MS. DUFF:  I'll look forward to that response when it's filed.  I have one more area of questions, and it is regarding IRP process.  Basically, how's it going?  I mean is it fit for purpose regarding -- we've heard a lot of information about energy transition, about coordination of electricity and gas.  I see a process that has reviewed 3,000 to 4,000 projects and has, you know, derived two pilots.  How do you feel that that's going?  Do you think there is value for money and there is an opportunity to perhaps augment that process?

MS. WADE:  That's a great question.  I guess I would start off by saying that we're very early days.  I know we're coming up on two years of having the IRP framework decision, but we are just finalizing our review of the 3,000 projects, as you've noted.  I think it's a major milestone in getting the two pilots into the field because those, as we've talked about, are going to have the AMI meters on the homes and the businesses, so that's going to allow us to understand:  Is general energy efficiency that is typically used to reduce annual load, how is that impacting the peak, as well as our demand-response type of programs actually having the impact that we want?

I would say that the next major step is going to be our first non-pilot IRP plan that is going to be filed, and our hope is to have that early to mid next year.  We are going to be filing that without having the learnings of the pilot yet, and so I think we're going to have to look at that project and monitor it closely to see if -- the same reason -- are we seeing what we need to.

I think it's too early at this point to say:  Can it have an impact?  I think what I would note is we did start with 3,000 projects; I think what we're finding is the value is going to be -- and I think the intervenors and the IRP technical working group would agree that the value is likely going to be with growth projects and not so much the downsizing of the pipe, given the cost differential in downsizing of pipe.

And it's going to have to be in a very specific area of the province where we think we can have that impact, and so we are now down to about 25 projects that are moving into the economic analysis, and generally it's looking to be, at this point in time, without finishing everything, about $100 million worth of potential deferral.  So, I don't think that's a small amount.  I do think, as we move forward, we did apply for initially electric measures, and that was not approved as part of the initial framework decision.  I think, together, potentially a change to that, but that would have to happen hand-in-hand with integrated or coordinated energy planning, just because of the impacts that a geo-targeted type of program like that could have on a local grid.

MS. DUFF:  I wasn't expecting the last part of the answer.  I was going back to the original IRP decision, which established the framework, decided not to include this electrical consideration.

MS. WADE:  Yes.

MS. DUFF:  So let's go back to that.  In your range of options today with your lens of sitting here in August of 2023 --


MS. WADE:  Yes.

MS. DUFF:  -- do you think that should be revisited?

MS. WADE:  I think it could be, in very close -- it would have to be considered very closely with the coordinated energy planning.  Yes.

MS. DUFF:  Okay.  So perhaps you could expand that a little bit, of what you mean by those words.

MS. WADE:  Absolutely.  Sure.  So, for example, if we were to go into a specific geotargeted area and look at a need on a pipe and try to reduce the need on the pipe using electric measures, so basically a geotargeted air-source heat pump-type of program.  So that would be a big reduction of heat on a customer's load.

However, we are not sure if the local grid could actually take on that peak.  And so, in the very early discussions that we have had with our LDC partners, I would say there is concern that we would come in and geotarget without them being at the table to ensure that they could take up that increasing load on the winter peak.  And we also haven't had discussions with customers yet, say, for example from a resiliency perspective.  So we are not sure yet, even if that would be palatable to these communities.

But I think from an overarching perspective, it is something that could be revisited if done in partnership with an LDC.

MS. DUFF:  Thank you, very much, for that example.  I appreciate that consideration.

Okay, those are my questions.  Thank you.

MR. MORAN:  Thank you, Commissioner Duff.

Chief Deputy Commissioner Elsayed?

MR. ELSAYED:  Thank you.  I will start with a general question about the capital updates:  I think it was mentioned earlier that, in developing your current update, you followed your corporate budgeting process, which resulted in some deferrals and some increases.

Can you explain at a high level the main steps in that so-called corporate budgeting process, including the frequency of that process and the level in your organization that approves the outcome of this process?

MS. DREVENY:  Thank you.  I will start, and then see if maybe Mr. Wellington has anything to add.

But our corporate budget process, so this is an annual process that we undertake.  It involves not just our business unit, but all the business units within the Enbridge corporate parent.  We would undertake the planning from all the different areas, so that is not just limited to the capital area.  It is for the O&M, the revenue, all of those components.  We would typically start in the March-April time frame.  We will roll this up to a business unit review over the summer months.  We supply the budget to our corporate parent around the September time frame, and it would get ultimate approval from the Enbridge board in and around the November time frame.

MR. ELSAYED:  Okay.

MR. WELLINGTON:  Sorry, if I could just add a little bit to what Ms. Dreveny said:  So, in support of the capital component of that budget request, we go through an exercise of looking at the year ahead, looking at the list of investments that we have planned for that year, ensuring that the investments are still the investments that we intend to execute.  There are several external factors which may affect that; check and make sure costs estimates are as accurate as can be, based on the best information we have.

And then we will look at how any changes to those cost estimates or that plan can impact the following years.  And then, to the extent that we can, we will make adjustments to those following years so that we limit and, if at all possible, avoid any changes to the total capital forecast in those years.

But we don't go through a rigorous process of updating the cost estimates and the investments for the years outside of the following years.  We just - you know, we accept what we have as the best possible information at that time.

And then in the following year, we will again repeat the cycle so that, you know, we basically have a high degree of confidence as we enter in each year's budget cycle for what we forecast for the next year.

MR. ELSAYED:  Thank you.  So within that context of the corporate process, we heard about a two-year planning cycle.  And specifically, when we talk about the capital update here in front of us, we talked about an update that we already have and a potential additional update coming up in October of this year.  So how does that fit within the overall picture?

MR. WELLINGTON:  So the update later this year would address any small changes we would expect to -- in our forecast for 2024, that we are aware of that have come about at that time, just because we try to provide the latest and best information possible.  But we are not planning any sweeping changes and, as I have said, we have done our best to ensure that we have the most up-to-date and best possible information for the capital forecast that has been provided to date.

So if there are any changes though, we use that as an opportunity to communicate them.  But the addendum itself is really intended to, you know, notify the Ontario Energy Board of any changes that may have come about to our overall asset management planning process, any improvements we may have a made, and just provide more of a generic update.

MR. ELSAYED:  It was also mentioned that in developing your capital portfolio, you tried to maintain what was called a prudent balance among the different asset types.

Can you explain what you meant by prudent balance, and how that balance is determined?

MR. WELLINGTON:  Sure.  Would you mind giving me the page number, just so I can...

MR. ELSAYED:  I don't have a page number.

MR. WELLINGTON:  Okay.

MR. ELSAYED:  It was just mentioned as part of a discussion.

MR. WELLINGTON:  Sure.  there were couple of --


MR. ELSAYED:  If you don't recall that, then I will just move to --


MR. WELLINGTON:  No, no.  I think I recall it in a couple of different sections, and I just want to make sure I am recalling the correct one.

So a prudent balance between asset types; is that what you are --


MR. ELSAYED:  Right.

MR. WELLINGTON:  Okay.  So, you know, we have talked a lot about value framework in this proceeding, and how it is used in our optimization process.  And we also have to consider the needs of the assets and the strategies that we intend to employ, which are outlined in the asset management plan.

And so, if we strictly base our decisions on value in terms of where we prioritize capital for those value-driven investments, one asset class may receive all of the capital, because it just has the best overall value if we look at it strictly from a value-framework standpoint.

But we know as asset managers that we can't steal from one asset class and, you know, let the health of the assets decline for the benefit of, you know, achieving some value target in an overall sense.  So, we have to look at the needs of all asset classes. So I think that's really what the intent of that statement is.

MR. ELSAYED:  Thank you.  And that leads me to the next question, which is how do you determine the priority and the frequency of your asset condition assessments for the purpose of inclusion in the asset management plan?  Is it condition based?  Is it time based?  Or something else?

MR. WELLINGTON:  So it is the priority and the frequency of the assessments themselves?

MR. ELSAYED:  Right.

MR. WELLINGTON:  Okay.  So I will try to provide an overall statement.  So there are a couple of different considerations.  So first of all, we have specific assets which we know have specific health issues.  And so the frequency of the assessment for those assets is going to generally be greater.

If I were to just give you a quick example of some of our transmission integrity pipelines, we know we have some assets which have a higher degree of corrosion.  And so we will, in line, inspect those pipelines more frequently to monitor corrosion growth, because we expect it to be more rapid than in other pipelines.

In a more general sense, when we are talking about our distribution assets -- for example, our stations, our pipe, et cetera -- we are collecting data all the time.  We use tools, inspection reports and things like that from our operations staff to feed into our health reviews and our risk models, to help us better understand where we have assets of lesser condition than other assets.

So I don't think there is one answer that covers all asset classes, but I am hoping that is helpful in giving you a sense for how we go about it.

And Mr. Sanders, I think might have something to add.

MR. SANDERS:  Mr. Elsayed, I will just bring it up a level, perhaps:  The starting point for this, of course, is looking at standards, specifications, regulations that are out there, coming from a number of different groups or agencies that oversee, or have authority over, those particular asset classes.  That's the starting point.

That is all brought into our integrated management system structure, which has an integrity management program.  That integrity management program covers most of the gas operating assets; in fact, I'd probably say it is all of our gas operating assets.  So that's the foundation of the framework that we would use to determine what that requirement and what the frequency would be based on.

MR. ELSAYED:  So, within that framework how do you prioritize one asset type against another -- for example, a transmission asset versus a storage asset -- in terms of investment?

MR. WELLINGTON:  So, to the extent we can, we use a risk-based approach for these things.  And the risk may be driven by, you know, the expected condition of the asset itself; it maybe driven by the consequence associated with failure of that asset in terms of how many customers may be impacted or, you know, what may happen in the event that there is a loss of containment.

So I think, generally, we try to take a risk-based approach, but, again, we have to consider the needs of all asset classes and not necessarily invest all of our resources in one, because it has a higher risk.  Because, in doing so, we may let the condition of another asset class start to decline and, before we know it, we'll have an imbalance in risk and have to spend all of our resources there.

So we try to balance the resources we put into the inspection and management of all of the asset classes.

MR. ELSAYED:  Okay.  Can you explain the process that you use internally to review proposed capital projects before you seek approval from the OEB.

MR. WELLINGTON:  These would be for the leave to construct projects?

MR. ELSAYED:  Mostly the leave to construct, yes.

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

[Witness panel confers.]

MR. WELLINGTON:  Sorry for the long conference.  We just wanted to make sure we have as fulsome a response as possible.

So, I mean, the asset management plan provides the basis through which we determine there is a need for an investment.  Or, actually, a need to address a constraint, I should say.  So, once we have identified that and we agree upon that, we go through a solution-planning process, which should include things like IRP and alternatives assessments, to land on what we decide to be the preferred alternative.

Once that alternative is decided upon, we develop a project charter.  And, if it's a project which requires a leave to construct application with the Ontario Energy Board, it is brought up to our executive for a sign-off, such that we know that we have their support before it is presented before the Energy Board.

MR. ELSAYED:  So, in that documentation to your management, does that include the assessments of alternatives to the project, such as doing nothing or deferring the project, or any other alternative?

MR. WELLINGTON:  Yes, it would.

MR. ELSAYED:  Is that kind of a life-cycle assessment based on -- that would include things like abandonment cost, or the possibility of future underutilization, or things of that sort?

MR. WELLINGTON:  Just one moment to confer again.

[Witness panel confers.]


Sorry for the conference, again.  When it comes to our growth projects, we obviously would base it mainly on our demand forecast, as we've talked about previously.

When it comes to some of our renewal projects, for example, where we have assets that may be coming to end of useful life, we'll give some consideration to, you know, what is the right solution that will serve the need, for as long as the need is required.

But, at this point in time, we use the demand forecast as the basis to establish that timeframe.

MR. ELSAYED:  But, if it is not an issue of end of life, if it's building a new pipe or a new asset or rehabilitation of an existing asset, my question was, basically:  What other considerations or alternatives do you present internally, other than replacing like for like?

I also would like to add the possibility of a stranded asset.  Is that a consideration that you put forward internally?

MS. WADE:  So I think I would probably reiterate what -- I'm sorry, I didn't hear all of your question, but I'll answer it and then maybe you can let me know if I didn't address everything.

The utilization or stranded asset element is considered within the demand forecast, and so the need to be presented with the background related to the demand forecast that has informed the need for the project.

So the asset management plan is a 10-year forecast for demand.  I think I mentioned earlier that that is also informed by information that we're gaining through any stakeholder engagement, say it be with a municipality or an LDC, so we don't real cut it off right at that 10-year.  If there is another context or understanding that we gain, we would be considering that along with the other project information.

I think, at this point in time, we haven't done a stranded asset inclusion within this because we have not seen anything, up until this point yet, that is going to indicate that that is going to happen.  Yes, there is the uncertainty, but we don't have information beyond the best available data that we're using today.

MR. ELSAYED:  Just to confirm my understanding, you don't do that at the project level?  And just a simple example is, if you are replacing a pipe, you do not consider the alternatives, such as the likelihood of that pipeline being underutilized in the future, as one of the alternatives in the business case that you put together for approval by the OEB?

MS. WADE:  I'll start, and then maybe Mr. Wellington can add on.

I think, from an alternatives perspective, we have the need defined based on the demand forecast that we have, and the alternatives that are presented are the different alternatives to meet that need.  For example, could it be through a pipe solution, a supply side solution, or potentially even an integrated resource planning alternative, but it does not -- those alternatives are meant to provide information regarding alternatives to serve the need that we are seeing and the utilization that we're seeing is going to be required.

MR. ELSAYED:  Thank you.  In comparing projects to include in a project portfolio, do you -- other than the PI, what other factors do you consider to include a project in the portfolio?

MR. WELLINGTON:  Is this relating to growth projects in particular, or is it any project?

MR. ELSAYED:  Yes.

MR. WELLINGTON:  Growth?

MR. ELSAYED:  Growth projects.

MR. WELLINGTON:  Okay.  Just one moment to confer, please.

[Witness panel confers.]


MS. BURNHAM:  Hi, it's Jen Burnham.  When we're speaking about, kind of, projects that fall under that E.B.O. 188 portfolio, if the project has a positive PI or if it's a negative PI and the customer is willing to make that contribution, we don't really prioritize those projects.  There may be timing prioritization on when we can execute those projects, but, if the customer has identified the need, we can serve the need, and it is an economic project, then we go forward with those projects.

MR. ELSAYED:  Thank you.  In another area, I think it was mentioned that not all your capital projects are included in the asset management plan.  How do you prioritize between AMP and non-AMP projects if you have to make a reduction in the total capital envelope?

MS. DREVENY:  Sir, if we can just confer for a brief moment?  Sorry for the pause.  I think I would reiterate some of the comments that Ms. Burnham just made.  So any of the projects that we have in the other category, so the ones that are excluded from the AMP, would be the community expansion and then the customer-driven RNG and CNG projects, so these are all growth-related projects, as well.  So long as the -- it had a positive economics and a positive PI, then we would go through with those projects, as well.  They are outside of the prioritization.

MR. ELSAYED:  Okay.  One quick question about the integrated, the IRP.  What does the IRP mean in the context of this application?  I'm particularly interested in your thoughts about the use of the word "integrated."  What does that mean?

MS. WADE:  So I would say that, in the context of this application, integrated --


MR. ELSAYED:  When we say "integrated", integrating what?

MS. WADE:  So integrated resource planning from our perspective is looking at all options when looking to address a project need, so integrating a view of supply-side and demand-side options along with a pipe alternative.

MR. ELSAYED:  But, in the context of some discussion that was had earlier, I think Mr. Buonaguro, the discussion with Ms.  Wade about discussions with local distribution companies and so on, again, I want to understand the context of that.

MS. WADE:  Sure, and within the context of our integrated planning versus coordinated energy planning?

MR. ELSAYED:  Exactly.

MS. WADE:  Yes, okay.  So I think I've described the integrated resource planning.  That is something that we're doing internally to look at all our different options, supply side, demand side, or the alternative, if chosen pipe infrastructure.  The coordinated energy planning is something that we're doing or want to be doing with our electric counterparts, so that can inform the need that we're seeing on our system and how we would look at then that need internally, how we could solve that need with either a demand-side, supply-side or pipe solution.

MR. ELSAYED:  Okay.  My last question:  If a project doesn't proceed, it doesn't get approved by the OEB or doesn't proceed or gets delayed for any reason, do you reduce your capital envelope for that year or do you move something forward to fill the gap in the AMP?

MR. WELLINGTON:  I'm sorry.  I couldn't hear the question.

MR. ELSAYED:  If a project or a number of projects do not proceed, do not go ahead, either because they're not economic or not approved, and you have a capital envelope for that year, do you move projects forward to fill that gap or do you just reduce the envelope for the year?

MR. WELLINGTON:  All right.  I can respond to that.  So, if there are no changes to anything within our forecast in the year in question and a project is not approved, it is no longer needed, we wouldn't propose to fill in the void with new investments.  But, at the same time -- I gave an example, I think yesterday wherein there was a deferral of a project into a subsequent year, and so we knew that deferral would put cost pressures onto that year, so we're trying to use a multi-year view when we're managing the portfolio.  And so, if it helps us flatten things, we may pull investments ahead from the future year, if it's possible, to try to flatten the overall capital spend year over year.

MR. ELSAYED:  Okay.  Thank you.  These are all my questions.

MR. MORAN:  Thank you, Deputy Chief Commissioner.  I think we're going to adjourn for lunch, but, just before we do, one housekeeping measure.  Mr. Buonaguro, I think we've identified the previous undertaking number, J10.10.  Does it work for you if undertaking 14.4 is described as an undertaking to provide a version of the response to J10.10 with indirect overheads backed out?

MR. BUONAGURO:  Yes.  I can tell you that, while I was sitting here, the court reporter sent me the proposed wording, and I actually revised it including that reference to J10.10, so I think it comes to the same result.

MR. MORAN:  Okay.  So, for purposes of the record, what I indicated is --


MR. BUONAGURO:  That's what's going to happen.

MR. MORAN:  -- understood by you and Mr. Stevens?

MR. BUONAGURO:  Yes.  That's correct.

MR. MORAN:  Good.  Thanks very much.  So we'll adjourn until 1:15.
--- Luncheon recess taken at 12:34 p.m.
--- Upon resuming at 1:17 p.m.
Questions by the Board (Cont'd.):


MR. MORAN:  Good afternoon, panel.  I have some questions as well.

Generally, I want to pursue a few things related to governance and risk and engagement.  So I will rely on you to determine who is the best to answer my questions.

I want to pick up on a couple of the questions that Commissioner Elsayed asked you around the decision-making process.  I just want to maybe understand the governance structure a little bit.  Obviously, Enbridge has an executive management committee and a board of directors.  Right?

MR. WELLINGTON:  Yes, that is correct.

MR. MORAN:  And maybe I can direct this to you, Mr. Sanders, as the senior VP for operations:  I assume you are a member of that executive management committee?

MR. SANDERS:  Yes, I am.

MR. MORAN:  All right.  And how many other people are on that committee?

MR. SANDERS:  In our executive, the gas distribution's executive team would be our president, our vice-president of finance, vice-president of engineering, myself.  And I am thinking there is a couple of other directors that would be part of that.

MR. MORAN:  All right.  And then, on the board of directors, and I think I saw at one point that you might actually be on the board of directors, as well.  Am I correct?

MR. SANDERS:  For the gas distribution business unit?  That's correct.

MR. MORAN:  Right.  And you would have been appointed, obviously, by Enbridge Inc.?

MR. SANDERS:  That is correct.

MR. MORAN:  Okay.  And who else is on the board of directors?

MR. SANDERS:  Our president, Michele Harradence.  And we just have an external board member, Bill Yardley.

MR. MORAN:  Okay.  So three of you?

MR. SANDERS:  Yes.

MR. MORAN:  Okay.  And with respect to Enbridge Inc., obviously Enbridge Inc. has an executive management committee, as well?

MR. SANDERS:  That is correct.

MR. MORAN:  Is there anybody from Enbridge Gas who is a member of that management committee?

MR. SANDERS:  Michele Harradence, our president.

MR. MORAN:  Okay.  Do you play any role in Enbridge Inc. beyond what you do for Enbridge Gas?

MR. SANDERS:  Not currently, no.

MR. MORAN:  Okay.  All right.  Then in terms of the approval processes that Mr. Elsayed was asking you about, would you be taking the lead on what gets presented for approval for projects?  Or, as a member of the management committee, are you receiving proposals for approval?

MR. SANDERS:  It would be a bit of both.  So I think one of the challenges in this is, again, the scope and scale of the nature of the projects that are brought forward and the requirements that are brought forward.

There is a number of different paths and avenues that they can be generated.  Some of the functions, for example, real estate is a corporate services function, our IT and TIS groups are a corporate function.  They will still come through the asset management process, as Mr. Wellington has discussed in some detail, and ultimately come to our executive team for review.

There is an asset management steering committee that also reviews the full scope of the requirements.

MR. MORAN:  All right.  Now your CEO is a member of Enbridge Gas's executive committee and is also a member of Enbridge Inc.'s executive committee.  Right?

MR. SANDERS:  That is correct.

MR. MORAN:  Okay.  And Enbridge Inc. of course is in the pipeline business, as well, and presumably makes money delivering product, in part, to Enbridge Gas.  Right?

MR. SANDERS:  Honestly, I am not that familiar with the gas supply components.  Mr. Redford is our vice-president of gas supply.

I do recall that, yes, there are a number of Enbridge-owned or partially owned assets that do supply gas to Ontario.

MR. MORAN:  Okay.  And how does that play into your management committee when you are making decisions about what needs to be done at the Enbridge Gas level?

MR. SANDERS:  I am trying to think of a circumstance where that has even come up, and I can't recall one, that that has been an issue that is brought forward to the executive committee.

MR. MORAN:  When your executive management committee, which you are a member of, makes a decision, do you go to the board of directors at any time for any project approval to the Enbridge Gas board of directors?

MR. SANDERS:  The Enbridge Gas board of directors?  No.

MR. MORAN:  So the executive management committee at Enbridge Gas is the final arbiter of all projects for Enbridge Gas?

MR. SANDERS:  Just one minute.  I just want to confer for a second on that one.

MS. DREVENY:  So for very large and significant projects, there is a capital allocation committee at the EI level that would review and approve those projects?

MR. MORAN:  All right.  And who are the members of that committee?

MR. SANDERS:  Yes, I think we would have to go and look that up again, because it changes.  But it is generally members of the Enbridge Inc. executive team.

MR. MORAN:  Okay.  Perhaps you could undertake to just provide --


MR. SANDERS:  Sure.

MR. MORAN:  -- any of the current membership of that committee.  Thank you.

MR. MILLAR:  That's J14.8.
UNDERTAKING J14.8:  TO PROVIDE CURRENT MEMBERSHIP OF ENBRIDGE GAS EXECUTIVE MANAGEMENT COMMITTEE

MR. MORAN:  Okay.  I want to explore risk management a bit, next.  This is probably mostly directed to you, Ms. Wade:  Over the course of this proceeding, we have heard a lot of evidence about the near term and the long term.  And I think generally Enbridge has acknowledged that some of the long-term solutions, like reliance on renewable natural gas and hydrogen and abated fossil fuels, you know, that there is uncertainty around all of that because of -- it is a long-term proposition.  Right?

MS. WADE:  That is correct.

MR. MORAN:  And in fact, there is a significant level of uncertainty around hydrogen because, right now, you don't even know what your system is capable of managing.  That is why you are carrying out the big study.  Right?

MS. WADE:  Yes, that's correct.

MR. MORAN:  Yes.  And Mr. Sanders, maybe I can ask you as an engineer and all of the experience that you have had in system operations, is there any doubt in your mind that, if you were looking at a hundred percent hydrogen, that there would be very significant modifications to the current system required in order to accomplish that?

MR. SANDERS:  Well, it depends what you mean by very significant.  To go to a hundred percent hydrogen, the system has not been designed to take a hundred percent hydrogen.  And as we have heard, I think Ms. Tracey Teed Martin went through the need to do an assessment, do an evaluation; to get there will take some time and energy.

I would say, generally speaking, there will have to be -- would have to be modifications to our existing system to accept a hundred percent hydrogen, not the least of which, if you look at the end-to-end perspective of that, right from storage, transmission, compression, right through the distribution and utilization functions, right down to the appliances, would take some considerable evaluation.

MR. MORAN:  Right.  Given the heat value per cubic metre for hydrogen versus methane, it is fair to say that significant volume or compression modifications would be needed if you were going to replace methane with hydrogen.  Right?

MR. SANDERS:  All things being equal.  But I would point out that perhaps, with all the consideration to energy efficiency, new equipment, building envelopes, that might change the equation.

MR. MORAN:  And what equation are you referring to?

MR. SANDERS:  How much energy you need to heat a home, how much energy you need for any particular process.  If you significantly improve the efficiently of the equipment or the envelope for heating, for example, that may change the requirement.

MR. MORAN:  Okay.  Well, let me rephrase the question a little bit, then:  Given today's customer demand, and looking 10 years down the road at all hydrogen with significantly more customers, does that provide you a basis to modify your answer in any way?

MR. SANDERS:  Well, 10 years doesn't feel -- I guess, for people with grey hair, 10 years doesn't feel like a long time.  But --


MR. MORAN:  Perhaps you should speak for yourself, then.

MR. SANDERS:  Yes, yes.  I would say, within 10 years, it is unlikely we would get to a scenario of a hundred percent hydrogen requirement.  And system modification certainly couldn't take place in that time frame.

MR. MORAN:  Right.  And of course, Ms. Wade, there is a lot of uncertainty about whether a hundred percent hydrogen is a solution that is going to happen.  Right?

MS. WADE:  Exactly, yes.  I think, as we noted, that wasn't our plan.  And it could take different forms.

MR. MORAN:  All right.  Ms. Monforton, could you turn up the asset management plan, section 4.2, which I believe is at page 467 of the PDF -- no.  I'm looking at what's on screen now, and I was looking at the PDF, the original updated exhibit 2.  Thank you.  That's it.  You are amazing.

Now, I look at the opening sentence here under risk management, and it says that:
"A risk is defined as the negative impact of uncertainty on the organizations' objectives, expressed as the combination of the likelihood and consequence of a potential event."

So, a classic risk assessment mechanism.  I'm interested in the part about the negative impact of uncertainty on the organization's objectives.  I think we understand what the organization's objectives are, based on the application that we've been listening to through the course of this proceeding.

Ms. Wade, you've talked about the degree of uncertainty about what the future holds, and all of that, and you talked about the fact that the risk associated with stranded assets, energy transition, has been factored into the demand forecast for the next 10 years [audio dropout] plus or minus about $3 million per year, with or without energy transition factored in.  Right?

MS. WADE:  That's correct, yes.

MR. MORAN:  How would you define the stranded asset risk, in your mind?

MS. WADE:  Just one moment, please.

[Witness panel confers.]


MS. WADE:  Sorry.  I know there are a lot of different terms, so I just want to make sure I'm speaking appropriately.  So I would say that it is no longer used or useful.

MR. MORAN:  In what context?

MS. WADE:  In delivering energy.

MR. MORAN:  No longer used in the context of its expected life span, or its depreciation schedule, or...?

MS. WADE:  Just one moment, please.

[Witness panel confers.]


MS. WADE:  We were just looking up if there was an actual definition that we wrote down, but I think I would simply say, no longer used or useful in delivering energy.

MR. MORAN:  All right.  And, if it is no longer used or useful in delivering energy, there may still be some outstanding depreciation expense.  Right?  It might not have been fully recovered.

MS. WADE:  Yes.

MR. MORAN:  And that's really the risk, isn't it?  The fact that you haven't recovered the depreciation expense.  It's not that it's not used or useful anymore; it's because there is a residual cost still to be recovered.  Right?

MS. WADE:  Yes, that's fair.

MR. MORAN:  And that's part of the risk that you've identified as part of the justification for changing the capital structure.  Right?

MS. WADE:  Yes, that's correct.

MR. MORAN:  So when I look at your risk management process and I see that you've got three different sort of methodologies that you apply here, how did you go about assessing the likelihood of the stranded asset risk that we're speaking of?

MS. WADE:  Sorry, just one moment.

[Witness panel confers.]


MR. WELLINGTON:  Commissioner Moran, just a clarification here.  When we're talking about section 4.2, the asset management plan, as you'll see in section 4.2.1, under "Identify Risk", the opening statement just speaks to operational hazard and risk identification.  And so it implies, through that statement, that, when we're talking about how we address risk in this section of the asset management plan, we're really talking about operational risk.

So just to provide some clarification that that wouldn't necessarily be the methodology that would be applied for stranded assets.  But I'll just ask if Ms. Wade has anything to add to that.

MS. WADE:  I think, related to the section 4.2.2, Mr. Wellington has covered it.  And I would just go back to the demand forecast process that we have established, both for informing the current plan that we've put forward, but also the processes that we're putting in place to continually assess and update that demand forecast.

MR. MORAN:  Okay.  I understand that, in the asset management plan, you actually applied a risk assessment process from an operational perspective.  What I'm asking about is, in the risk assessment that you applied to the risk that you've identified as the energy transition risk, and the related stranded asset risk, what did you do to assess the likelihood of that risk?

MS. WADE:  So I would maybe first start with Posterity work that we did in trying to understand the change in volumes from different scenarios.  So that was specific to our system; change in volume, as well as change in peak demand.  For each of those scenarios, we do not have a likelihood or a probability, which is, I think, what you're asking about.

We spoke about it a little bit, I think it was during the energy transition panel, where probabilities have not yet typically been used in this longer-term forecasting scenario analysis work.  We've looked at it, we've looked across many different reports, and have seen that.

I think, in Mr. Neme's, evidence, there is a suggestion that perhaps that could be incorporated from an IRP alternative perspective, and I think an intervenor today raised the potential for that to be incorporated in asset management planning–related forecasting.  And I think what I noted was I think that would be the next stage, in terms of understanding each part of our system and understanding what assets are in place and what other energy option there is, if customers are going to move to another energy option, so that we can do that in a holistic way.

MR. MORAN:  I'm looking at the table that compares the difference between adding in the transition cost and not adding that in, and I'm just trying to understand, given the precise dollars you came up with, what was the risk assessment process that allowed you to do that?

If you didn't use a risk assessment process, then that's your answer.

MS. WADE:  Yes, I think that that is fair to say.  At this point in time, we have not assigned a probability to the scenarios that we did look at for the Posterity work.  I think, if we were to do that, it would be applying a probability to those scenarios and then trying to relate those scenarios through to our asset management plan, which is very difficult because it would have to be very location-specific, very time-specific, to be able to understand that likelihood and cost.

MR. MORAN:  All right.  So, over the 10-year period of the demand forecast, you didn't use a risk assessment process to determine what the transition-risk costs were, so how did you determine those costs?

MS. WADE:  Sorry, just one moment, please.

[Witness panel confers.]


MS. WADE:  Sorry, Commissioner Moran, can you please repeat the question?

MR. MORAN:  In coming up with the dollar values associated with the transition risk, and given that you said you didn't risk use a risk assessment methodology to determine what those dollar figures are, what did you use to come up with those numbers?  Given that they're associated with a risk, how did you determine the value of that risk if you didn't do a risk assessment?

MS. WADE:  Sorry, and the dollar values associated with the --


MR. MORAN:  Transition risk.

MS. WADE:  -- related to the energy --


MR. MORAN:  Transition.

MS. WADE:  -- assumptions that were made?

MR. MORAN:  Yes.

MS. WADE:  So how did we assign a value to those --


MR. MORAN:  Approximately 3-million-dollar difference between putting those costs in and not putting them in a year.  How did you come up with these numbers if you didn't do a risk assessment of that risk?

MS. WADE:  So I'll start, and then maybe someone else can add on.  I think I understand the question to be -- with the inclusion of the energy-transition assumptions, there was a change in dollar value related to the asset management plan.  Part of that was tied to the reduction in the customer connections, and then I'm also going to maybe just ask Mr. Clark:  Were there also other elements that you would want to speak to?  So my understanding is the pre and the post comparison that was done -- sorry.  Just one moment.

MR. CLARK:  Brad Clark.  There were also impacts in reduction and growth projects originally forecasted as compared to the original 2017 and 2018 legacy LRP and FBP projects, and they are overlapping years with the new, updated with energy transition system reinforcement plan.

MR. MORAN:  All right.  So, just picking up on the reduction in customer connections, so there was a risk a of reduced number of customer connections; again, how did you determine the size of that risk, or is it just based on assumptions?

MS. WADE:  Yes, so how did we determine how many of those connections?

MR. MORAN:  How did you determine the size of the reduction --


MS. WADE:  Okay.

MR. MORAN:  -- associated with the risk that there would be a reduction?  How did you measure that risk and its likelihood and consequences?  Like, I understand that you say the consequence is this reduction.  How did you determine the likelihood in order to feed into that?  Because you can't talk about risk on one of those factors; the risk is both of those factors.

MS. WADE:  Yes, so I guess I would just answer that we did not include probability or likelihood.  We used the Posterity work and the scenario analysis and determined, based on market insights, federal policies, provincial policies, our customer engagement, what we felt at this time were prudent adjustments to be made.

MR. MORAN:  All right, so there is no analysis of probability, so we don't really understand whether that reduction is in fact an expected reduction; we just don't know.  Right?

MS. WADE:  I would say that's fair.  One of the things that we've done already is just look at what we had predicted for 2023, and it is already different than what we had predicted, and so, for example, customer attachments are higher than what we had forecasted.  So I think it's fair to say that we have not included probabilistic modelling as part of our energy-transition adjustments.

MR. MORAN:  Okay.  Thank you.  Now, as I understand it, I believe it's considered to be good corporate practice to maintain a risk register.  Does Enbridge Gas have a risk register?

MR. WELLINGTON:  Yes, we do.

MR. MORAN:  All right, and does that risk register address the transition risk?

MR. WELLINGTON:  Just one moment, please.

[Witness panel confers]


MR. WELLINGTON:  Sorry, Commissioner Moran.  I would, we would have to verify.  It's not within the asset-management-program section of the risk register, but that's not to say it's not in the risk register.  I just can't answer right now.

MR. MORAN:  Just a moment, please.  Would you be able to provide a copy of your risk register?

MR. WELLINGTON:  Yes, we can.

MR. MORAN:  Okay, thank you.

MR. MILLAR:  Mr. Chair, that's J14.9.
UNDERTAKING J14.9:  TO FILE A COPY OF ENBRIDGE'S RISK REGISTER, ACCORDING TO CONFIDENTIALITY PROTOCOLS.

MR. STEVENS:  If I may, Commissioner Moran, I just want to explore this for a moment to make sure there are no surprises.  Is that a document that is able be public, or are there items in there that would be confidential or concerning?  I just want to set expectations.

MR. MORAN:  I think when you review the document and determine that there may be issues around confidentiality, then produce it on that basis.

MR. STEVENS:  Very good.  Thank you.

MR. SANDERS:  Sorry, Commissioner, I just want to clarify as well that this is for Enbridge Gas.

MR. MORAN:  Yes.

MR. SANDERS:  Yes, okay.

MR. MORAN:  Ms. Wade, we've heard a lot of evidence about Pathways.  We've got two Pathways from Guidehouse.  We have the IESO pathway.  I think you were shown another scenario that was developed by the Canadian Climate Institute.  I understand that the electrification and energy transition panel is also commissioning a Pathways study.  Just looking at the big switch scenario -- and I don't know if we need to call it up, if you recall what that scenario looked like, with by 2050 it was mostly electric and a little bit of gas and a little bit of gasoline?  If that scenario were to play out, what would that mean for your demand forecast at this point, and your transition plan?

MS. WADE:  So I think, that scenario, I'd have to go back and look at it, but I think it is pretty similar to the full-electrification or deep-electrification scenario that was modeled as part of the Guidehouse work.  I think it is very difficult at this point in time for us to understand how that might translate to impacts on our system, and I would say that because of the discussion, the lengthy discussion, that we've had around resiliency and the fact that we are not sure at this point whether customers would disconnect completely from the system when they are fully electrifying.

And I think we noted as part of our study, we did not study and we did not model customers' perception of value or expectation of resiliency or value related to resiliency, and so I think it's very difficult for us to note that at this point in time.

MR. MORAN:  Fair enough.  With these multiple Pathways, deep electrification, not-so-deep electrification, that tells us something about the range of potential risk, right?

MS. WADE:  I think that tells us something about the range of potential load that would move to the electrification system.  I think we're having difficulty understanding or there's uncertainty at this point what it might mean for our peak load, say, on a day where there's a major storm and we're we providing back-up to anybody who is on the system.

MR. MORAN:  Right.  Assuming that the furnaces keep running when the power is out, right?

MS. WADE:  Yes, absolutely.

MR. SANDERS:  Commissioner Moran, I might just add to that.  Thinking of the resiliency in electrification distribution sector-related policy questions that, I believe, was commissioned by the OEB and done by London Economics, I think that the assumption in that too -- and I'll say there were many different scenarios and case studies that they went through -- an important part of that, too, is not just that the furnaces continue to run but I think the issue of the entire energy system continues to run.

If you think about the implications of back-up power, back-up power implications, I think that the study also included a review of the storm, Juri, in the Southern U.S. and the implications of that.  In particular what comes to mind on that one was the example of El Paso.  I don't know if you've seen that report, but it is a particular example where El Paso islanded themselves from the network, built significant back-up gas-fired generation, and basically came through that storm unscathed.

MR. MORAN:  Mm-hmm.

MR. SANDERS:  I think that is an important context when we talk about the implications as Ms. Wade talked about resiliency.  It is not just about the individual home or the individual building but the system, itself.

MR. MORAN:  Mm-hmm.  Thank you.  Some questions now about integrated resource planning and following up on some of the questions that Commissioner Elsayed was asking you.  We do have a large project coming forward for LTC approval, the Panhandle Project, which has -- a significant amount of capacity of that project is driven by greenhouse growth, right?  And I want to use this as a hypothetical, not getting into the merits of that particular application.  But I want to look at some of the alternatives that one might consider in that context, and then understand how Enbridge approaches these.

Potentially, there would be two ways to reduce or remove the need for a facility like that, potentially.  One would be to consider some of the electric options that might deliver the heat requirements for greenhouses in the form of ground-source heat pumps or other technology.

Another option would be the demand-side management options, such as improved heat retention through glazing and/or heat recovery and so on, those kinds of measures. Now, those are two quite different; one is moving to electricity and one is moving to DSM.

From your perspective, how would you consider those two possibilities, in principle?

I am not asking to you comment on the merits of the Panhandle case, but just as a hypothetical case that is driven by that kind of growth, where there are two types of solutions.

MS. WADE:  So today, with each of our projects, including the example that you have given, we are looking at a supply side solution, so that could be market-based increased capacity or pressure.  We are looking at compressed natural gas; so is there an opportunity to have an injection at a certain low point, so we can avoid actually building the pipe.  From a demand-side perspective, as you noted, broad based as well as demand response, so can we incent customers to come off at that time.

Right now, we are not doing a deep analysis of electric measures because of that not being part of the decision, or allowing us to include that in our alternatives that we are looking at.  But we are evaluating.  But I would say, as I noted earlier, that the first step, if we were to start moving down that road, is working with the LDCs in the area where the project is, to understand, one, what demand are they seeing and what is their grid capability, because I think that would be a segue into allowing for, if that were to come in future, could they accommodate this if the customer so wanted to and that technology would be appropriate for them.

MR. MORAN:  All right, so I understand your view that electric-related alternatives aren't within the scope of the Board-approved IRP framework decision.  What prevents you from talking to the customers and to the local LDC outside of that framework to talk about optimal solutions?

MS. WADE:  Maybe I will use the -- I will start and, if anyone else would like to add on:  I will start maybe with that example that you have just noted, so the Panhandle.

So I don't think anything stops us from speaking with the customers, and that is a great example where we have done extensive discussion with those customers, understand their energy needs, what they have evaluated.  And so, in that specific case, those are very sophisticated customers.  And our understanding is they have looked at things like ground-source heat pump and would it actually be able to satisfy their need.  We don't ask them to review with us all of the different options that they have evaluated. But we are having conversations with them.

And I think another piece I would just note as part of the reverse open seasons that we are doing, we have recently added an option for a customer to say would a geotargeted, lower negotiable rate incent you come off at a peak time.  So it is trying to incent that behaviour, as well as understanding, have you had conversations with our DSM folks and have they provided all the information to you regarding the options to decrease your energy usage, and is that included within your energy demand?

MR. MORAN:  What kind of conversations do you have with customers about fuel switching?  Let me give you a little context for that.

MS. WADE:  Sure.

MR. MORAN:  I mean, in the DSM proceeding, the proposal that Enbridge brought forward was after the measures, you still have to be a gas customer.  The decision said, no, you don't; fuel switching is a thing that can happen --


MS. WADE:  Yes.

MR. MORAN:  -- and you can get the incentives.  So fuel switching is already available in the DSM program.  What is stopping you from having similar conversations outside of the DSM program?

MS. WADE:  I think at this point, we are speaking to our customers about the energy services or options that we have available.  And so I think it is fair to say on the DSM side that that is now an option for us to offer to our customers.

I would note as part of our integrated resource planning pilots, and this would be the same for any other non-pilot IRP plan that we are launching, we are enhancing the DSM program that is in the market today.

So we would absolutely be having that discussion with customers just like we are today, and also enhancing the incentives that are offered.

MR. MORAN:  And by enhancing, are you including, you can leave the system?

MS. WADE:  So, for our pilot projects, we have, as part of those applications, proposed to do a small test of air-source heat pumps.  And that is just beginning to have learnings around this.

But also for that to be the basis to start having discussions with the local LDC around, you know, is it realistic to actually be able to expand this program beyond this small subset that we have proposed.

MR. MORAN:  Okay.  So let me move on to the process with developers.  You talked about how developers come forward when they have a plan, and they fill out an application for gas service.  I think you also said, and I think it was you, Ms. Burnham, that you talked about, in the larger urban areas, you have an ongoing relationship and discussion with developers, not necessarily dependent upon a specific project.

When a developer comes forward and fills out the application and you sit down and have a conversation, do you ever talk to them about whether they should consider having a -- building an electric subdivision, as opposed to what they applied for?  Do you have that kind of conversation with them, at all?

MS. BURNHAM:  Commissioner Moran, it is not my team in particular that has those conversations.  We have a whole group under the in-franchise sales under Ian Macpherson, that would have those relationships.  So I am not aware at this point in time if they are having conversations about would those builders go to electric, would they stay natural gas.

Typically, by the time it gets into our team on the operational side, those builders or developers have seen the need to put natural gas in their subdivisions, and then we are executing on those projects.

MR. MORAN:  All right.  Do you have conversations about the standards to which they are building the houses, in terms of insulation, so you can at least figure out what the demand might look like?

MS. BURNHAM:  Just a second, please.

MS. WADE:  And so I would just note as part of our demand-side management programs, we have new-build programs.  So we would be talking to them about available or best-practice energy efficiency measures.  My understanding is the discussions that the team is having with builders and developers, they are working with them to understand what they are building and what the subsequent load would be.

MR. MORAN:  Okay, on the assumption there is going to be a gas load.  Right?

MS. WADE:  That is discussed with the developers and the builders.  Yes.

MR. MORAN:  Right.  To your knowledge, has there ever been a situation where Enbridge, after a conversation with a developer, the developer said, you know what?  I think I am better off just building an electric subdivision.  Has that ever happened?

MS. WADE:  Sorry, just one moment.

MS. BURNHAM:  So not to my knowledge.  After we have had a conversation, obviously there are builders and developers who are choosing to put in different energy systems into their developments.  But, as far as my knowledge goes, it hasn't been as a direct result of us having a conversation with them.

MR. MORAN:  Okay.  Now it is fair to say that whenever you are involved with a developer, you know where the development is going to take place, and therefore you know who the LDC is.  Right?

MS. WADE:  Yes, that is correct.

MR. MORAN:  Have you ever brought the LDCs into the conversation as part of the discussion about how to service the best energy solution for the subdivision?

MS. WADE:  Again, this is outside of my team, but my understanding is for new, big projects, where there would be load on both sides, there is sometimes discussions around how they are going to serve that load.  But as part of coordinated or integrated energy planning and looking at the system in terms of what would be the most cost-effective, reliable and resilient options and doing that together in a joint way, in a comprehensive way, it has not yet happened.

MR. MORAN:  Right.  You are not having conversations about optimizing it in favour of electricity versus gas.  You are just saying it is going to be gas, it is going to be electricity, let's figure out how to do that in the most effective way?

MS. WADE:  Yes.  And what I would say is, which obviously I have noted a few times, is we think there is a lot of opportunity there, to do that.

MR. MORAN:  To do what?

MS. WADE:  To work together with the electric sector and determine what could be the most optimal solution.

MR. MORAN:  Right.  So Mr. Coyne talked about how energy transition has been in earnest for the last five years.  Why haven't you been doing that for the last five years?  It sounds to me like what you're waiting for is somebody to tell you or give you guidance.  Why are you waiting for guidance to start that kind of conversation?

MS. WADE:  I'll start and then, if there is someone else who wants to add on.  I think that there have been ongoing discussions with the electricity sector.  I think, over the last five years, there's been a lot of change in understanding that the uncertainty is growing and, with that recognition, we've started to do proactive outreach to the IESO and to the LDCs, say, for the pilots in the St. Laurent area.

I think I would just come back to -- I think it was Ms. Giridhar who had noted that there has to be a joint priority placed on this and perhaps, say, a charter so that all parties have the resources and see it as a priority to come to the table together with us to be able to do that.

MR. MORAN:  Right.  So, until it's joint, you say you can't do it, even if are committed to it, because you don't know if the LDC is committed to it.  Why don't you just ask the LDC?

MS. WADE:  Sorry, I'll just finish that.  We are absolutely asking the LDC.  And I would say that there are steps that have to be taken in order for this to be seen together, a joint priority, and, you know, a charter around what is the actual outcome that we're looking for.

I think there are different priorities across different regions and so, to do that, I think some structure needs to be put around it so that it can be done in the most effective and efficient way, as opposed to us reaching out to 60 or 70 different LDCs and trying to do it.

MR. MORAN:  All right.  Well, I wasn't suggesting that you reach out to 70 at once, but you've got a -- I mean, it's fair to say that five or six of the LDCs reflect most of the population that will end up in the context of new attachments.  Right?

MS. WADE:  Yes.

MR. MORAN:  So, in the context of those -- let's pick Toronto Hydro, for example.  You are here this year with an application that is based on certain assumptions.  Toronto Hydro is coming in this year.  Have you had a conversation about what they think about whether customers are going to attach to the gas system or only to the electricity system?  Do you have any understanding of what they're doing?

MS. WADE:  So we have reached out to Toronto Hydro.  We've had initial discussions, exploratory discussions.  I would say that was also in tandem with the city of Toronto.  And I think you were highlighting, yes, they are coming in for their rebasing, so they have, also from a resource perspective, I think, been constrained.  And I think, again, I'm not sure that it's a priority for them to sit down and plan with us in that manner.  I'm not saying they don't want to, but it hasn't yet come to fruition.

MR. MORAN:  So somebody bigger than Enbridge Gas and Toronto Hydro has to knock your heads together to [audio dropout].


MR. SANDERS:  Commissioner Moran, I believe that is a little unfair.  This is a very complex circumstance and I think everybody can appreciate, with the amount of evidence, the number of different positions we've heard today, this is a fairly large and complex issue.

I believe -- and I did read the transcript from Ms. Giridhar, and Ms. Wade has said it very well -- I think coming up with a good governance structure, I think coming up with a mandate, coming up with, then, some of the resource implications of that, is an important step, and I think we'd be more than happy to sit down an consider that.  But I think -- I don't want to oversimplify this, but randomly sitting down with LDCs on a project-by-project basis doesn't sound very efficient approach.

MS. WADE:  And maybe I can just add one note.  I think, because of the complexity, this is obviously a very high priority for the electrification and energy transition panel.  I think they see it as such a big and complex issue that they've been doing an immense amount of stakeholdering on how can we do this in a effective and efficient way; how do we leverage, perhaps, structure that are already in place today to be able to facilitate this in a more efficient manner.

MR. MORAN:  Let me talk about condos, then.  We've talked a little bit about subdivisions.  In your capacity as leading the transition team, are you familiar with the condo project downtown known as the French Quarter that went through a retrofit to replace a gas boiler with a heat pump?  It's at the corner of Jarvis and Richmond, 120 Lombard Street.

MR. PANNU:  Vaguely, but yes, very vaguely.  It would also be led or work very closely with my counterpart on the sales team who is tracking all of these different types of projects.

MR. MORAN:  Right.  To the extent that the retrofit was challenging, do you have any information about that, or any understanding of that?

MS. WADE:  I'm sorry, I don't.

MR. MORAN:  You don't, okay.  We have heard evidence about the efficiency of building things a particular way to begin with, as opposed to trying to retrofit them, because that tends to be more expensive in any event.  Right?

MS. WADE:  Yes.

MR. MORAN:  And that's the experience with the DSM program, for example.  Retrofitting a house as opposed to building it to meet the same standard is more expensive

MS. WADE:  And more difficult, yes.

MR. MORAN:  And more difficult.  So, there's one example, I guess, of a condo that's doing a retrofit.  You've got condos coming in.  Do you talk about the possibility of building it with a heat pump to begin with, with condo developers that are contemplating new construction?

MS. WADE:  I'll maybe just say something at a high level and then note that I can't speak in detail about that, again, because that is my counterpart from the sales side.

I know that they work very closely with the building developers to understand what their energy needs are.  So, for example, even in that scenario, there could still be a gas line going in, I'm not sure, for a back-up and a resiliency perspective, but I don't know if our team is working with them to understand the difficulties in electrifying.

MR. MORAN:  Okay, that's fine.  There have been several references to the province's housing target of 1.5 million houses by 2031, which, on average, would be about 150,000 new houses a year.  Your load forecast, your demand forecast, obviously isn't based on 150,000 new houses per year for the next five years, and I assume that's for a good reason.  Right?

MS. WADE:  Sorry, just one moment.

[Witness panel confers.]

MS. BURNHAM:  Thank you, Commissioner Moran.  So we have not added those projections into our forecasts right now.  I think, as we get more certainty on where and when and timing, we'll start to look at that, and I think we'll take into the in-franchise sales team [audio dropout] account a number other factors, along with those projected targets.

MR. MORAN:  Right.  I mean, your forecast is based on the information you're getting from the marketplace.  Right?  And you are certainly not getting a signal, based on what I see, of 42,000 per year, you are not getting that 150,000 signal for [audio dropout].

MS. BURNHAM:  In the at this moment.  We have not adjusted them at this moment.

MR. MORAN:  Yes, that's fair enough.  Now, there was some discussion about the Brooklin North project, which is a large subdivision project.  I think one of the witnesses -- one of you said it was a mega-subdivision of approximately 10,000 to 15,000 homes.

Do you know what the timeframe is associated with that development, off-hand?

MS. BURNHAM:  Sorry, I don't have that information at the top of my head.  No, sorry.

MR. MORAN:  And one of the witnesses in the hearing, the planner, talked about the fact that it was going to be serviced with gas.  There were other issues around the electricity side, but it was going to be serviced with gas.

Would you be able to give a ballpark figure of the approximate connection cost that would be incurred by Enbridge for that development, based on your average connection cost of 10,000 to 15,000 homes?

MS. BURNHAM:  So, without knowing the project details, it would be very hard for me to be accurate.

MR. MORAN:  I understand.

MS. BURNHAM:  I would say, at Enbridge right now, in that area, we're probably averaging $5,000 to $6,000 per residential customer from an attachment perspective.  So, if you just did the very high-level math of $5,000 to $6,000 times the 14,000 homes, it would get you a ballpark.

MR. MORAN:  Thank you.  There has also been some mention of automated metering, or Smart Meters.  BOMA has talked about their interest in having some interval metering for some commercial, and I think, as I understand it, you've suggested that you're considering that as part of the IRP framework.  Is there anything that prevents you from considering a pilot project in that regard outside of the IRP framework, perhaps as -- if we were to decide as part of our decision, you know, to require some kind of, pilot project, would that be a challenge for you to implement?  I'm not suggesting we are going that way.  I just want to understand what that would mean, having heard Mr. Jarvis' evidence on this.

MR. SANDERS:  No, there would be no problem.  We are evaluating that beyond IRP, as well.  We have been looking at the AMI technology.  We've been looking at it for 20 years, so it is not new.  We continue to engage with the meter manufacturers, the technologies being assessed, and it is changing very quickly, so there are some great opportunities there, I think.  But I think the IRP brings a focus it where it's directly applicable, but, absolutely, we'd be open to that.

MR. MORAN:  Okay.  There have been a lot of questions and answers relating to avoided capital costs in relation to two categories of capital costs, the system access and system renewal, more on the system access because it's new construction.  So, just to explore a little bit how one might avoid incurring capital cost on system renewal, if you had a subdivision, end-of-life distribution pipes in the subdivision, and you are looking at the capital cost associated with that, what would it mean to consider, as an alternative to just replacing those pipes, to offer an electric solution to that subdivision instead, recognizing that, you know, if you were going to go with heat pumps, for example, you'd be replacing gas furnaces and all of it?  How would that work for you?

MS. WADE:  Sorry, just one moment.

[Witness panel confers.].

MS. WADE:  So I think, if we take that example, there would be a few key pieces that we'd have to think through.  So first would be obviously the ability to be able to do that from an alternative perspective.  The second would be, I think I've mentioned already, working very closely with a local LDC that they could accommodate that load.  And then I think the third is the consumer choice piece, and the consumer choice piece would be linked to, also, I would assume, a desire, if so, by the customer to maintain the gas line from a resiliency perspective.

MR. MORAN:  Okay.  Thank you.  The last area I want to ask you about is related to prudence.  In the context of a leave to construct application, prudence is front and centre:  Is this the prudent investment?  And of course, the Supreme Court has confirmed that a utility is entitled to recover a prudent investment and a reasonable return on that investment, so no controversy there.  In a rates case where you've got a capital plan and an asset-management plan, I mean obviously it wouldn't make sense for us to carve your asset management plan in stone and say that's approved because there are a lot of projects in there and they get modified and maybe brought forward and replaced, depending on safety and compliance and all those things.

But, in the context that that's informing us for the purposes of your capital spending plan, which we do have to approve, your recovery and rates, how do we satisfy ourselves that what you're proposing is prudent in the context of the energy-transition risk, the stranded-asset risk, particularly in light of the conversation we had about how you went about determining what the stranded-asset risk looked like in the context, for the term of this application?

MS. WADE:  Sure, just one moment, please.

[Witness panel confers.]

MS. WADE:  So I'm going to start, and then Mr. Wellington might add on.  I apologize.  I don't have the exhibit number, but the chart I think we're familiar with that breaks down the capital spend by integrity and reliability versus growth, we know that roughly two-thirds, I think, is related to reliability, maintaining our system, and even prolonging the life of our system, and then there's roughly a third that's left related to growth.  Of that, we were just looking through how much of that is tied to leave to constructs because there would be the opportunity for this continuous review of prudence related to those leave to construct projects, to ensure that what we are foreseeing today is coming to fruition.

MR. SANDERS:  Commissioner Moran, I will just perhaps add to that.  I'm sure everybody wants to throw a little bit in here.  So, again, I would reinforce a point I made in my opening talking about the need to ensure that our assets are not run to failure.  So, back to Ms. Wade's point about the substantial component of this is about safety, reliability, resiliency, and ensuring that those assets continue to function, certainly in the timeframe that we're talking about in 2024 to 2028.  Again, I know there is considerable evidence that's been filed, lots of evidence has been discussed, and I hope that has provided some confidence to the Commissioners about understanding the level of detail we go through and the reviews we go through to understand the need for capital, and we put these forward as prudent expenditures.

MR. MORAN:  All right.  Let me expand a little bit, then, on my question.  You talked about integrity, and I assume that that category includes replacement, so normal end-of-life and replacement, and then we just spoke a few minutes ago about alternatives to replacement.  And so replacement happens anyway, 40-years [audio dropout] for those, but they ended up not being utilized for 40 years.

How do we, in front of that, given the risk that you've identified and given the relief you ask for in relation to that risk, how do we assess the prudence of a decision to say I'm going to replace every subdivision with new pipes and I'm going to attach every new residential subdivision and condominium with gas?  I mean, how do we assess the prudence of that?  Do we wait until the next rebasing to see how it worked out, and how [audio dropout] happened?  Or how do we do it in advance to say, yes, this is approved, at least for the purposes of rates?

MR. WELLINGTON:  Mr. Moran, if I could maybe ask if we could just pull up Exhibit 2.5.1, table 12.  I think we were hoping in this new view that we've created to create some understanding about how much of our projected expenditure relates to replacement of assets.

As we're kind of moving to that table, I just wanted to offer a few comments, as well.  Within the asset-management plan, we have got a number of investments that focus on replacement of pipe, which you've referred to a few times now.  And I also want to call out that a lot of the capital programs are focused on replacements of smaller components that are necessary to maintain the lifecycle of certain assets.

In a compressor station, for example, you have things like filter that need to be changed out regularly; sometimes you have small components, valves that wear out
-- we talked about those -- and they leak.  So I just wanted to draw some lines around what it is we are actually replacing.

So, within this table, there are a number of categories.  We've tried to break it down into as few as possible, but unfortunately there are more than you'd probably like to see here.  But there are two lines in particular that focus on long-term replacements, and so they would be the third and fourth lines from the header, so gas infrastructure replacement, proactive, long-term 20-year -- a very long title, but basically what it means is those are the assets that we are undertaking a proactive program to start replacing because we expect their leakage rate over time to exceed out capability to actually respond effectively to those leaks, and that would be our vintage steel program.

If you look at the forecast expenditures here, it certainly adds up over the 10-year forecast, but, in the first 5 years and over the rebasing term in particular, it's about 6 percent of our total projected spend.  Some of those assets actually are actively leaking, so, even if we said, well, you know, we're going to wait another 10 years and see what happens.  We will probably have to spend some money in those areas anyway, just to address the areas that we find that are concerning.  But it represents a relatively small percentage of the total spend.  And in addition to that, there is the long-term cost effectiveness piece.

Actually, this would be -- the two added together would represent about 6 percent of the total spend over the rebasing term.  And, you know, those are -- typically, our above-grade assets are stations.  These are where we have, you know, things like boiler systems, that we talked about the age of heating appliances; well, they are a heating appliance, essentially.  They come to the end of useful life, we need to replace them.

Sometimes, when we do that, we find that the codes and standards that were used at the time are no longer applicable.  We have ESA issues -- the Electrical Safety Authority issues -- and other things.  So we have a bigger build.

So while we can scale back some of the costs potentially on some of those projects, there would still be some of that six percent required to address the shorter term needs.

The remainder of what is shown in this forecast here would include the growth which Ms. Wade talked to, and what we call sustainment and reactive replacement programs.  Sustainment would be our integrity management, cathodic protection, which is obviously to extend the life of the asset to the extent possible, and short-term replacements, which is programs where, you know, our -- and we have referred to our AMP-fitting program before, which is a fitting which has a known failure mode, and where they are failing today; we are trying to get ahead of failures.  And that represents about 42 percent, and the balance is really energy transition.

So I don't want to throw too many numbers out here, but I am just trying to drive the point home that the longer term sort of replacement concerns represents a very small percentage of the total proposed spend, as part of our capital plan.  Most of it is short term, addressing immediate need.

MR. MORAN:  Okay.  Thank you, for that.  I think this might be a question for you Ms. Wade:  Ms. Giridhar in the last panel talked about the fact that there was, during the winter peak, there was 6,000 megawatts of gas power deployed for whatever length of time that happened, and suggested that that was less efficient from a greenhouse gas perspective than individual gas furnaces in the homes.  And she has undertaken to provide some backup for all of that.

In your capacity in charge of energy transition at Enbridge, I take it you are aware of the Canadian -- the clean electricity regulations?

MS. WADE:  Yes.

MR. MORAN:  All right.  So based on those regulations, of course, that would address the greenhouse gas problem that she identified.  It wouldn't be a problem in the context of those regulations.  Right?

MS. WADE:  I think, in the long term, that is fair.  In the next few decades maybe -- or sorry, till 2035, it will be different.  But yes, post-that, that is fair.

MR. MORAN:  Okay.  Okay, thank you.  Those are all my questions.

Mr. Stevens, do you have any redirect?

MR. STEVENS:  I do, thank you, just one question, or just one item I should say.

And I hope I heard this right, and I apologize if I didn't, but I heard during an exchange between Commissioner Duff and I think it was Mr. Wellington, questions about the impact of the capital update on the utility system plan.  And I think I heard questions and answers that, to me, left the impression that the capital update only impacted 2023 and 2024 within the utility system plan.  And if I have that wrong, I don't need to go any further, but that's the impression that I heard.  So I just wanted to bring up a couple of documents to make sure that the record was clear on this.

So Ms. Monforton, could you please bring up Exhibit 2, tab 6, schedule 1, page 38?  And I believe this is an updated page within the USP, setting out Enbridge's proposed capital expenditures from 2018 through 2032.  And it shows that it has been updated.

And then you might recall, Mr. Wellington, that there was also an update to JT5.9 which sets out details of -- or that the amount, the total amount of capital expenditures within the USP.  And my understanding is 5.9 was updated as part of the capital update process.

So I was just hoping you could take a minute, maybe, to review and advise whether there are any clarifications based on what you said before as to the impact of the capital update on years beyond 2024?

MR. WELLINGTON:  Thanks, Mr. Stevens, for asking for clarification.

So I think in my exchange with Commissioner Duff, what I was attempting to explain and probably didn't do a very good job was the cost estimates for the investments that were planned for 2023 and 2024 were the only cost estimates that were updated.

And as we rebalanced our long-term plan, we did impact future years because some of the, you know, updated cost estimates resulted in projects being moved into subsequent years.  So there were some changes to the years following 2024, so that was a mistake on my part.  I believe the years 2028 through 2032 have remained unaffected through this exercise.

MR. STEVENS:  Thank you.  Just to make sure we are really clear, can you just elaborate on the difference between the two items that you mentioned?  It sounded like one has to do with cost estimates and one has to do with timing?

MR. WELLINGTON:  Correct.  So the cost estimates for the investments originally planned in the years 2023 and 2024, and the cost estimates for those investments that currently show in 2024, would have changed.  And the investments that are shown in the years 2025 through 2027 would not have updated cost estimates, but the investment timing may have changed for those investments.

MR. STEVENS:  Thank you.  I am just pausing, in case there are any follow-up questions.

MS. DUFF:  I will read the transcript.  My questions also were in particular focusing on the subsequent changes that we are expecting after this oral hearing.  So that was also part of my question.  But thank you for this clarification.

MR. STEVENS:  Thank you.

MR. MORAN:  Thank you, Mr. Stevens.  I think that brings your presence here to an end; I am sure you are very happy about that.  It has been a long session for you.  We appreciate your contribution in the proceeding, and you are excused.

Mr. Stevens, we will take a brief break while you set up your next panel.
--- Recess taken at 2:25 p.m.

--- On resuming at 2:34 p.m.


MR. MORAN:  Mr. Stevens, are you ready to introduce the next panel?

MR. STEVENS:  I am, thank you.

MR. MORAN:  Thank you.

MR. STEVENS:  The next panel is panel 12, and they are here to speak about integration capital spending.  Some of the members will be familiar to you.  Starting closest to you is Trinette Lindley.  Ms. Lindley is the Manager, Portfolio Management.  Beside her is Tanya Ferguson, VP Finance.  And, finally, Ms. Danielle Dreveny, Manager of Capital Finance Planning and Analysis, has had the good fortune of being able to continue to sit on a witness panel.  So she is part of this witness panel, also.

I believe that both Ms. Ferguson and Ms. Dreveny have been affirmed, but Ms. Lindley has not.

MS. DUFF:  We'll just do that now.  Ms. Lindley, you are about to give evidence in this hearing.  This Panel is dependent on you telling us the truth, and the law requires you to do so.  Therefore, before you testify, I must ask you this:  Do you solemnly promise this Panel that you will tell the truth, the whole truth, and nothing but the truth?  And do you understand that breaking that promise would be an offence under our law?  Thank you very much.
EGI PANEL 12 - INTEGRATION CAPITAL
Trinette Lindley,
Danielle Dreveny,
Tanya Ferguson; Affirmed.

Examination-in-Chief by Mr. Stevens:


MR. STEVENS:  Thank you.  The panel has some brief examination-in-chief before we turn over to your questions.  In advance of today's appearance, we circulated a compendium with three or four documents in it that the witnesses may speak to in their opening remarks.  Would we be able to mark that as an exhibit?

MR. MILLAR:  That's K14.2.
EXHIBIT K14.2:  PANEL 12 PRESENTATION.


MR. STEVENS:  Thank you.  First, starting with you, Ms. Dreveny.  I understand that you have one correction to make to evidence that is relevant to this panel?

MS. DREVENY:  Yes, I do.  Thank you, Mr. Stevens.

In reviewing an undertaking earlier this week from SEC, we realized that there was an error in the way some of the project costs were shown, related to integration, in Exhibit I.2.5-SEC-108.  We had made updates to the real estate and integration rows as a result of the capital update and realized that one of the changes was reflected in the incorrect year.  This relates to rows 7 and 13.

MR. STEVENS:  Sorry, if we could just wait for a moment.

MS. DREVENY:  Apologies.  Ms. Monforton, can you please bring up the exhibit.  Yes, it would be the attachment 1.

MR. STEVENS:  Thank you.

MS. DREVENY:  Thank you, very much.  Sorry.  I'll slow down and back up a step, Mr. Stevens.

So the change that we note for the years 2021 and 2022 actual.  It relates to rows 7 and 13.  And it is the shift of some of the real estate costs between the integration and real estate line items, in the amount of about $24.5 million.

MR. STEVENS:  When you say "a shift", what is the overall impact?

MS. DREVENY:  There is no overall impact in the totals.  It is a change just between those two line items.

MR. MORAN:  Ms. Dreveny, a shift in which direction?

MS. DREVENY:  Oh, apologies.  In 2021, it would be a reduction to the real estate and workplace services line of 24.5, and then an increase to the integration line item.  And then, in 2022, it would be the opposite effect, so a reduction to the integration line and then an increase to the real estate.

MR. STEVENS:  So, in total, the integration capital number is unchanged?

MS. DREVENY:  Between those two years, it is unchanged.

MR. STEVENS:  Thank you.

As we are all aware, Enbridge filed a capital update in June, with further details in July.  Can you speak briefly, Ms. Dreveny, to the key updates that were made to integration capital within the capital update.

MS. DREVENY:  Yes, I can, thank you.  The main, key update that was made to the integration capital evidence is the removal of the GTA East and GTA West investments in real estate.  This impact the project costs and the in-service timing.  The projects were revisited earlier this year.

As an overall impact to the evidence that was filed in October, this results in a $63 million decrease in the capital spend.  So we had initially put forward $252 million; we've reduced that to $189 million.  And then this would also have an impact on the resulting net book value.  The decrease to that is $59 million, so a change from the $178 million initially proposed down to $119 million.

There's also a 6-million-dollar reduction in the revenue requirement, reducing that to $28 million.

So these updates have been reflected in Exhibit 1, tab 9, schedule 1, most notably table 6, and then in Exhibit 1, tab 9, schedule 1, attachment 1, as per the updates filed in July.

MR. STEVENS:  Thank you.  Turning to you, Ms. Lindley.  Can you talk a little bit about the key investments that Enbridge Gas made in integration capital over the deferred rebasing period.

MS. LINDLEY:  Absolutely.  Over the past five years, the largest investments in integration capital were largely in long-life pillar systems, technology systems, that benefitted day-to-day customers, but also our day-to-day business operations.  In fact, 75 percent of the integration capital was focused on two key system; our CIS system, the customer integration system, and the AWM system, the asset work management system.

The benefits that are associated with the CIS system were realized in customer care and they are largely related to the elimination of the duplicate vendor system that was managed, but also gave a common platform for customer interaction; Chatbot, IVR, those types of things.

On the asset and work management side, that was a common, scalable platform that was implemented in phases, and it enabled the savings that were largely in distribution operations for the work and resource strategy initiative, which had consistency of contractor usage and also enabled the integration of the work management teams, which included the centre consolidation.

The benefits of those, as I mentioned, are in distribution operations, both from an operational perspective but also from a financial perspective.  But not only did those systems integrate the companies, they also extended the useful life of those assets and they also will benefit into the future.

So, with that, I think I'll expand on the compendium.  And if you can scroll down, Ms. Monforton, I think one more page, you will see that those two systems were in the previous legacy Union Gas's asset plan to be replaced.  They were targeted for end-of-life replacement or technology obsolescence at that time, and those are both listed.

So if I think you can scroll down to page 3, you will see a reference to the asset plan.  Are we on the compendium, Ms. Monforton?  Thank you, that's the page I'm looking for.

So I will call out three specific items.  The key application, the Banner line, so the very first line, is the replacement of the Union Gas CIS system, and that was included in the asset plan at the time.  You will also see something by the name of CARS, which is our construction application, which would have been replaced as part of the AWS project and integration.  And, lastly, I'll use Service Suite, which is the very bottom line, just as an illustrative example of those systems that were replaced as part of integration.

The solution you can see, if you look at the right-hand side of the column, you can see what the totals were.  With respect to choosing an existing system as part of integration, it was a significantly cheaper solution than choosing to implement a net new system.  So you will see -- I'll go back to the top line, for example -- the Banner example of $122 million.  The implementation of the CIS system as part of integration was done for less than 50.  So I just wanted to give some context, as you would say, about the integration capital and how that related to system that were in place in the legacy utilities.

MR. STEVENS:  Thank you, Ms. Lindley.  Finally, Ms. Ferguson, can you speak briefly about what Enbridge Gas is relying upon to support including the undepreciated value of integration capital in rate base going forward?

MS. FERGUSON:  Yes.  Thank you, Mr. Stevens.  I'll move this over a little.  The intent of the Board's MAADs policy and framework is to incent the delivery of efficiencies that are ultimately, that will ultimately benefit customers.  It also allows for a 10-year deferred rebasing period to allow for the distributor in question to generate the synergies required to help offset the costs associated with integration.

In the company's MAADs filing in 2018, it requested a deferred rebasing period of 10 years, and at that time noted that anything less than 10 years would not be sufficient to recover the costs of integration.  The forecasts provided in the MAADs application were high-level estimates of costs and synergies that did not have the benefit of detailed planning at that time.  They had not considered the implications of financial accounting guidelines, and, in particular, depreciation policies that are approved by the Board are capitalization policy for asset investments where the costs of the assets are expensed over the life of those assets through the form of depreciation.  Nor did those fully consider the O&M related costs associated with the integration, such as severance costs, costs associated with the policy process procedure alignment, or the O&M-related costs tied to the capital investments.

Things like design of the system, data conversion, change management and training are all O&M-related costs related to those system integrations.  The company has invested $350 million in the integration of the two legacy companies, which includes severance costs and the depreciation that the company has incurred through the deferred rebasing period.

Given that this capital investment that has occurred through the deferred rebasing period has been funded by the synergies generated by the integration and the system improvements made, it is appropriate from the company's perspective that the undepreciated capital remain that's remaining at the end of 2023 continues to be recovered through those synergies that were used to derive them.

MR. STEVENS:  Thank you very much.  With that, the panel is ready for questions.

MR. MORAN:  Thank you, Mr. Stevens.  SEC, Mr. Rubenstein.
Cross-Examination by Mr. Rubenstein:


MR. RUBENSTEIN:  I know we've just begun.  My friends made some corrections to their evidence, and I am struggling to get some of those numbers down specifically, and I have some questions on those tables that were included in my compendium, as well as I had noted some similar issues.  I was wondering if we could -- I know it is only 2:45 -- take the break now so I could confer with them to get the right numbers so that the cross-examination is more focused and we don't spend time trying to work through a page of numbers here?

MR. MORAN:  Yes, I think that would be fine.  We'll come back at five after 3:00.
--- Recess taken at 2:47 p.m.
--- On resuming at 3:05 p.m.

MR. MORAN:  Mr. Rubenstein, all set?

MR. RUBENSTEIN:  Yes, thank you, very much.  Good afternoon, panel.  My name is Mark Rubenstein, and I am one of the counsel for the School Energy Coalition.

I have a compendium; I was wondering if we could mark that?

MR. MILLAR:  K14.3.
EXHIBIT K14.3:  SEC COMPENDIUM FOR PANEL 12.


MR. RUBENSTEIN:  Thank you, very much.

Maybe we can start at page 9 of that compendium, and if we can go down to M?  And as I understand it, integration capital are expenditures required to integrate Enbridge Gas Distribution and Union Gas onto common systems, processes and facilities.  Do I have that right?

MS. DREVENY:  Yes, that is correct.

MR. RUBENSTEIN:  So I take it, it is really the cost to bring the two legacy companies together?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  As I understand it, integration capital is a subset of broader integration costs which include OM&A costs that were similarly required to integrate the companies?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  If we could turn to page 16 of the compendium?

As I understand the evidence, at the time of filing the application, Enbridge had forecast to spend $252.2 -- sorry, $252.3 million on integration capital by the end of December 31, 2023?

MS. DREVENY:  Yes.  So here, is it shows $252.2 million.  Right.

MR. RUBENSTEIN:  So, yes?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And then if we flip to page 22, that number was revised in the capital update to $189 million, on integration capital.  Correct?

MS. DREVENY:  That is correct.

MR. RUBENSTEIN:  And those numbers are capital expenditures.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  And, as I understand your request before the Board, you are seeking to put into 2024 opening rate base, the net book value of the assets, of the integration assets at the end of December 31, 2023?

MS. DREVENY:  That is correct.

MR. RUBENSTEIN:  And that is the $119 million we see on line 8?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  Just so I am clear, net book value is based on the undepreciated additions, not capital expenditures.  Correct?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  And this is where I get a bit confused with some of the numbers, so I am hoping you can help me through that.  Maybe the best place to start is on page 33 of the compendium.  This is a table; it is an attachment to Exhibit 191, attachment 1.  It updated the capital update, which shows essentially a list of all the integration projects.  Correct?

MS. DREVENY:  Yes, that is correct.

MR. RUBENSTEIN:  And we have in one column the total spend as of December 31, the next column we have the accumulated depreciation as of December 31 and then, in the third column, we have the net book value as of December 31?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And now, when I look at the "totals" column, I see the $189 million that we just talked about.  Correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And I see an accumulated depreciation of $70 million.

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And then I get a net book value of $119 million.  Right?

MS. DREVENY:  Correct.

MR. RUBENSTEIN:  And so that, as I see it, the net book value is calculated as the difference between the total spend and the accumulated depreciation.  Correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  Well, can you help me understand that, since the total spend is on a capex basis?

MS. DREVENY:  So the capital spend would cease as of December 31, and the assumption is that all the dollars that are spent during that time, all of the capital expenditures, would be equivalent to what the in service is.

MR. RUBENSTEIN:  Sorry, just to be clear:  In your view, the total capital expenditures equal the total in-service additions for a given year?

MS. DREVENY:  At the end of the five years that we are showing for integration capital, all things being equal, what you have had as capital expenditures related to the projects would be equal to the final in service, assuming that all of those dollars went into service.

MR. RUBENSTEIN:  So you are predicting by the end of 2023 there will be $189 million in in-service additions?

MS. DREVENY:  Correct, as all the projects are expected to be completed by December 31, 2023.  There would be no carry-forward to 2024.

MR. RUBENSTEIN:  And you would agree with me that the calculation of accumulated depreciation, which you are subtracting from the total spend, has a relationship to when the asset goes in service.  Correct?

MS. DREVENY:  Yes.  The depreciation would commence once the project goes into service.

MR. RUBENSTEIN:  So it is important to ensure that we get the in-service additions numbers and the accumulated depreciation numbers to mirror each other.  Correct?  The same timing, to get an accurate net book value at the end of December 31, 2023.  Correct?

MS. DREVENY:  I would agree with that.

MR. RUBENSTEIN:  But if the column 1 is on a capex basis, and not in-service additions basis, isn't it a little apples and oranges we are comparing -- we are doing the calculation, here?

MS. DREVENY:  Sorry, I guess in the presentation of this table, it is assumed to be one and the same.  So the total value of what is spent, whether it is capital expenditures or the resulting in service, would be the same.

MR. RUBENSTEIN:  No, I understand that, at the end.  I think your view is at the end of December 31, there will be a 189-million-dollar difference?

MS. DREVENY:  Right.

MR. RUBENSTEIN:  But to calculate the accumulated depreciation, how much depreciation occurs in every year, you need to know when that individual asset went in service.  So you need to not -- you need to not know -- it's not about the capex at the end of the plan; you need to know the in-service addition at the specific time the asset goes in service.  Correct?

MS. DREVENY:  That is correct.  So the underlying calculations for this table would take into account the expected in-service timing of those projects.  And then it would start depreciating, and it would have a timetable over that five years, in order to calculate what the depreciation is.

MR. RUBENSTEIN:  But the net book value here is a simple difference between total spend, which is a capex number, and accumulated depreciation, which is an in-service addition, which is based on in-service additions.

MS. DREVENY:  This is just a simplified view, to take together the projects, what is expected to be spent, which would be the same as the in service, what the estimated accumulated depreciation will be for each of those projects at the end of December 31, 2023, and then what the remaining net book value is.

MR. RUBENSTEIN:  So let me just be clear:  Are you actually putting in or proposing to add to opening rate base, $119 million?  Or is this just a simplified calculation; it is actually a different number?

MS. DREVENY:  It would be the $119 million.

MR. RUBENSTEIN:  All right.  Well, I am a bit confused by this.  I was wondering then if you could -- I mean, you have heard the comments that I have made about the calculations, and this is -- are you able to provide/show that the accumulated depreciation for each of these numbers reflects proper calculation of when the individual components of each project actually go in service?

MS. DREVENY:  Sorry, I think there may be an -- sorry, an IR response that could help, as it illustrates the timing and when the depreciation starts on each of these.  Sorry, Mr. Rubenstein, I will look it up.  Sorry, I am just looking for my reference:  Exhibit I.1.9-VECC-3.  And when you do, if we can scroll down to, I believe it is the response in Part C.

So, Mr. Rubenstein, this is a summarized view, because it is not at the individual project level.  It is done at the -- I guess the functional area, so business development, customer care, et cetera.  But this would show the schedule of when we expect the in service, as well as what the expected depreciation is.  And then you can see in the total column that it ties out to the $189 million.

MR. RUBENSTEIN:  All right.  Could I ask you to turn to page 49 of the compendium.

And, as I understand the conversation, and we'll get back to this, is that, for the purposes of integration capital, let's just focus on that line item, 2021 should be $24.5 million higher and 2022 should be $24.5 million lower.  Correct?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And that still gets us to our [audio dropout].  Now, the question I have is, when I add up the integration capital for those five years, I get $178.5 million.

MS. DREVENY:  It's different in the presentation of this table because of the indirect overheads.  In this view, for both 2019 and 2020, the capitalized overheads are shown as a separate line item, but there would be a component that is attributed to the integration, so that's why it does not reconcile.  It would be the same effect if you were looking on a capital expenditure basis, as well.

MR. RUBENSTEIN:  All right.  Thank you very much.  That is helpful clarification.

Can I go to page 3 of the compendium.  This is from the pre-filed evidence.  If we go to paragraph 6, Enbridge says:
"Enbridge Gas received OEB approval to amalgamate in 2018 under the Mergers, Amalgamations, Acquisitions, and Divestitures (MAADs) decision with a five-year deferred rate rebasing term from 2029 to 2023.  Integration capital which was required to amalgamate EGD and Union were incurred over the 2019 to 2023 period and included in the annual ESM filings.  Integration capital projects were not eligible for determination of the annual incremental capital module amounts and were not recovered through base rates during the [audio dropout]."

Do you see that?

MS. DREVENY:  Yes, I do.

MR. RUBENSTEIN:  Now, you say specifically:
"Integration capital projects were not eligible under the determination of annual integration capital module amounts and were not recovered through base rates during the deferred rebasing term."

Do you see that specific part?

MS. DREVENY:  Yes, I do.

MR. RUBENSTEIN:  I'd like to break that down for a moment.  When you say that integration capital projects were not eligible in the determination of the annual incremental capital module amounts, I understand what you are meaning is that it would have excluded -- integration capital projects were excluded from the calculation of the in-service capital budget forecast?

MS. DREVENY:  That's correct.

MR. RUBENSTEIN:  Which is used to determine the maximum eligible incremental capital amounts?

MS. DREVENY:  Yes, that's correct.

MR. RUBENSTEIN:  And my understanding is, reviewing the records in those proceedings and the OEB decision, even if you had included them, it would have made no impact on the amount of incremental capital you would have received.  Am I right about that?

MS. DREVENY:  Subject to check.  I think I'd have to go back and see what the impact of what the in-service would have been, but I don't think it would have had a huge bearing, no.

MR. RUBENSTEIN:  Okay.  And, if we go to the bottom of page 3, you say:
"These amounts were not recovered through base rates during the deferred rebasing term."

Do you see that?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  What do you mean by that?

MS. DREVENY:  Sorry, one moment please.

[Witness panel confers.]

MS. DREVENY:  So I believe we answered an interrogatory on this topic, as well.  It's not just the integration capital projects that would not have been recovered through base rates.  Technically, any of our capital spend over 2019 to 2023 period is not recovered through base rate.  It's all subject to approval for prudency through these proceedings.

MR. RUBENSTEIN:  I think you are jumping a number of steps ahead.  My question really is:  What did you mean by this term?  You wrote this.  I don't understand what this means.

MS. DREVENY:  I think the intent is that the spend over the IR term is at the shareholder's expense for integration.

MR. RUBENSTEIN:  You would agree with me that integration capital projects were funded out of the revenue you received from rates?

MS. DREVENY:  Sorry, one moment please.

[Witness panel confers.]

MS. DREVENY:  I would not agree with that statement.  So the spend was recovered through the synergies over the time period.  That was the expectation.

MR. RUBENSTEIN:  But the synergies, the calculation of those synergies you got, it's all ultimately synergies from the revenue you are receiving from rates.  Correct?  That's how you fund any of your work.  You get money from rates and you fund work.

MS. FERGUSON:  Yes, I don't think I would agree with that characterization.   The shareholder funded the O&M and capital-related expenditures throughout the deferred rebasing period.  None of it is recovered through rates.  That's the purpose of this hearing today, this panel.

MR. RUBENSTEIN:  Sorry, I want to separate when you say included in rates and funded from rates.  Those are a little bit different.  Included in rates, I agree that, you know, when your rates were set, the base rates were set in 2013 and, depending which program, these projects were not included.  But the revenue from rates generally is how you fund your operations.  Correct?

MS. FERGUSON:  Generally, but not the integration capital, is where I was going.

MR. RUBENSTEIN:  Would you agree with me that, with the exception of the ICM projects, which were specifically approved and had separate individual rate treatments, the rest of your capital additions that occurred during the deferred rebasing are similarly not included in base rates?

MS. FERGUSON:  Yes.

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And so, with the exception of the impact that may or may not occur regarding ICM, the integration capital projects and the recovery are no different than any of the non-ICM projects.  Correct?

MS. DREVENY:  I guess that's a fair characterization.

MR. RUBENSTEIN:  Now, as I understand, you included integration capital costs in the DSM calculation?  You explicitly say this in paragraph 3.

MS. DREVENY:  Yes.  No, we agree, sorry.

MR. RUBENSTEIN:  And so it would have an effect on earnings.  Correct?

MS. DREVENY:  Yes, that's correct.

MR. RUBENSTEIN:  Now, I assume you believe your treatment of integration capital costs in this application is consistent with the MAADs handbook and the OEB's decision?

MS. FERGUSON:  Sorry, can you repeat that?

MR. RUBENSTEIN:  I assume you believe your treatment of integration capital costs in this application, which is to put the undepreciated net book value in opening rate base, is consistent with the OEB's MAADs handbook and the MAADs decision.

MS. FERGUSON:  I would say consistent with the intent of it, to drive synergies, ultimately, for customers and to allow -- sorry, I'll go back to what I kind of said in my opening statements, which was, given that distributors were allowed to propose up to a 10-year deferred rebasing period, it was based on how long they deemed was necessary to recover the capital costs.

So I think the intent of it is for the distributor to recover, through synergies, their investment.

MR. RUBENSTEIN:  But not the wording of the decision in the handbook?

MS. FERGUSON:  Sorry, not the wording?

MR. RUBENSTEIN:  Well, you made the distinction, when I asked you if it was consistent with the MAADs handbook and the MAADs decision in the Union Enbridge application, and you said that, well, it's the intent.  And I'm saying:  Is there a difference between the intent and the wording?

MS. FERGUSON:  No.

MR. RUBENSTEIN:  Can we go to page 40 of the compendium.  This is from the MAADs handbook.  Do you see that?  It's an excerpt.

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  Maybe we can go down to the last paragraph.  In the first sentence, it says:  "Incremental transaction and integration costs are generally," are not
-- sorry.  It says:
"Incremental transaction and integration costs are not generally recoverable through rates."

Do you see that?

MS. FERGUSON:  Yes.

MR. RUBENSTEIN:  And, since you are seeking to include the net book value or undepreciated capital amounts at the end of 2023 and 2024 rates, I take it your view is that sentence really should be reading:  Incremental transaction integration costs are not generally recoverable through rates after the deferred rebasing period or, sorry, before the deferred rebasing period is over?

MS. FERGUSON:  No, the company's interpretation is that incremental transaction and integration costs are not generally.  I think the company's interpretation of "generally" is that some circumstances may warrant it, and that's why we're here today.

MR. RUBENSTEIN:  So, just to be clear, that's the company's position; it's that "generally" wording that says it should be applied a little bit differently for you?

MS. FERGUSON:  Not necessarily for us, for circumstances in place with any amalgamation of utilities.

MR. RUBENSTEIN:  So, if we flip to the next page of the handbook, at the top, it says:
"This deferred rebasing period is intended to enable distributors to fully realize and anticipate efficiency gains from the transaction and retain achieved savings for a period of time to help offset the transaction costs."

Do you see that?

MS. FERGUSON:  Yes.

MR. RUBENSTEIN:  And so you would agree with me that it's not even guaranteeing that the savings, the deferred rebasing period of time will offset the costs, correct?

MS. FERGUSON:  Correct.  I would say the language is not, does not guarantee, per se, but there is a trust in the regulatory process and the regulatory compact with benefits following costs that the company has undertaken this exercise to propose that the undepreciated capital goes into rate base at 2024.

MR. RUBENSTEIN:  Could we turn to page 37 of the compendium.  This is from the MAADs decision.  And, you know, the previous sections relayed everyone's arguments on the question of the length of the deferred rebasing period, and, if we go down to the bottom of the page, the OEB's findings, the OEB says -- this is in the second sentence, in approving the five years, it says:
"The OEB finds that the five years provides a reasonable opportunity for the Applicants to recover their transition costs."

Do you see that?

MS. FERGUSON:  Yes.

MR. RUBENSTEIN:  And, in the next page, it explains why longer than five years in which the company had requested -- it requested 10 years -- were not appropriate in these circumstances; do you see that?

MS. FERGUSON:  Yes.

MR. RUBENSTEIN:  All right.

MS. FERGUSON:  It does further down say that the OEB has determined that 15 years is too long to go.  I think part of the conversation was around the fact that both legacy entities had previously had a five-year incentive term and then going into a 10-year incentive term would be too long.

MR. RUBENSTEIN:  Would you agree with me at a high-level the difference from an operating expense and a capital expense is that, an operating expense, the entire cost is incurred in that year, it is spent, but, for a capital expense, it is recovered through depreciation over the life of the asset?

MS. FERGUSON:  Agreed.

MR. RUBENSTEIN:  As I'm aware, no integration-related O&M costs that are in the deferred rebasing term are being proposed to be recovered for ratepayers, in 2024.  Do I have that right?

MS. FERGUSON:  Agreed.

MR. RUBENSTEIN:  But, as we discussed, integration capital additions incurred during the deferred rebasing period, the undepreciated component is being added to 2024 rate base and being recovered from customers, correct?

MS. FERGUSON:  Correct, being recovered from the synergies that we're also getting back from customers.

MR. RUBENSTEIN:  And so, if the integration activity is an O&M expense, customers don't pay for it going forward in 2024 rates, but, if the integration activity is a capital expense, they do pay for some of that in 2024 and going forward, correct?

MS. FERGUSON:  That is our proposal, to continue to fund those capital investments through the expense of depreciation through the synergies that were given back in 2024.

MR. RUBENSTEIN:  Do you give all the synergies that you achieved during the deferred rebasing period to customers?

MS. FERGUSON:  The $86 million that was generated through the rebasing period was credited to customers in 2024.

MR. RUBENSTEIN:  No, no, that's on a going-forward basis.  I'm talking about those you achieved during the deferred rebasing period.  Did you return that to customers?

MS. FERGUSON:  That was used to fund the integration, the O&M- and capital-related expenses for the integration.

MR. RUBENSTEIN:  Could we turn to page 42 of the compendium.  This is a table that I prepared, which I provided to counsel, I believe, on Monday.  As I understand -- and this is drawn from your application, you can see from the ESM calculations that you provide over the years that are on the record in this proceeding.  In column 8, it shows the ROE above the OEB-approved amounts; do I have that correct?  For each year, that's the correct amount?

MS. FERGUSON:  There's a correction to be done for 2022.

MR. RUBENSTEIN:  Please, what's --


MS. FERGUSON:  Point 86.

MR. RUBENSTEIN:  Point 86.  And is the gross earnings above ROE incorrect, then, too?

MS. FERGUSON:  Yes.

MR. RUBENSTEIN:  What's that number?

MS. FERGUSON:  For?  Well, 2021 is incorrect; it is 57.7.  2022 is incorrect; it is 64.4.

MR. RUBENSTEIN:  And so the 208 number is what now?

MS. FERGUSON:  Two-thirty -- just a second, 2-31.

MR. RUBENSTEIN:  So, firstly, can I ask you as an undertaking to just provide the correction.  You have the document and the spreadsheet, just make those corrections so we have it on [audio dropout]?

MS. FERGUSON:  Yes.

MR. STEVENS:  Yes, we can do that.  So that's to provide a corrected version of the spreadsheet at page 42 of the SEC compendium, which is Exhibit K14.3.

MR. RUBENSTEIN:  And, based on your -- sorry.

MR. MILLAR:  J14.10.
UNDERTAKING J14.10:  TO PROVIDE A CORRECTED VERSION OF THE SPREADSHEET AT PAGE 42 OF THE SEC COMPENDIUM, EXHIBIT K14.3.

MR. RUBENSTEIN:  And so what based on your correction the information you [audio dropout].  What it shows is that, for the first four years of the rebasing period, 2019 to 2022, am I correct you earned a total of $231 million above the OEB-approved amounts?

MS. FERGUSON:  That's correct.

MR. RUBENSTEIN:  And, in 2023, we'll see what the [audio dropout].


MS. FERGUSON:  It would be some other number when we have the 23 results.  The only comment I have in looking at this is that it is very difficult to interpret what the ROE performance is in each year, given that there was a variety of circumstances in play at the time.

I can say, too, because it is an incentive, we're in a incentive framework, it does allow for the utility to overearn, so to speak, through efficiencies and productivity that are ultimately given back to customers at the end.  And, having been in an incentive framework for the preceding five years, that would have built up over time, in theory.

The only other thing I would comment is there is quite a bit of fluctuation in each year because these have weather in it, which does impact your ROE each year, and then there are also fluctuations.  I think, from 2020 to 2022, you'd see a variety of impacts from Covid, I mean deferred work because of access issues, attrition, travel stoppage, all that, all those kinds of things.

So I think, if we were really going to isolate what the integration did, we'd probably have to look at the O&M and capital spend that is on the record in evidence and then the integration savings that were generated through that deferred rebasing period.

MR. RUBENSTEIN:  Whatever reason between 2019 and 2022, you'd agree with me the company earned above the OEB-approved ROE of $231 million, correct?

MS. FERGUSON:  I -- yes, correct.

MR. RUBENSTEIN:  And you have a track history of this, so we don't know the amount, but likely you are going to overearn again in 2023?

MS. FERGUSON:  I'm not sure about that at this stage, to be honest.

MR. RUBENSTEIN:  And, as I understand, because you've included -- this comes from your earnings sharing analysis -- it includes the O&M-integration costs, correct?

MS. FERGUSON:  That would have been incurred in each year?  Yes, it would.

MR. RUBENSTEIN:  And it includes the depreciation and interest expenses of integration capital additions for those years?

MS. FERGUSON:  Yes.

MR. RUBENSTEIN:  So...

MS. FERGUSON:  Because the protect -- sorry, just one thing I was going to mention.  Through the incentive rate framework, the protection for customers is the earnings sharing, so we would load all those synergies in and, should we reach that threshold, we would share.

MR. RUBENSTEIN:  And so the company earns significantly above the OEB's approved ROE after consideration of integration costs.  Correct?

MS. FERGUSON:  Above.  I am not sure I would agree with significant, but.

MR. RUBENSTEIN:  Okay.  Well, you would agree with me then they earned -- the company earned $231 million in earnings above the ROE after consideration of integration costs?

MS. FERGUSON:  Yes.

MR. RUBENSTEIN:  And that $231 million of overearnings above the OEB-approved amount is still more than the $119 million in the undepreciated integration capital costs you are seeking to add to rate base in 2024.  Correct?

MS. FERGUSON:  Correct.

MR. RUBENSTEIN:  So the company would still earn above the OEB approved amount if the OEB said that those costs could not be put into rate base.  Correct?

MS. FERGUSON:  Correct.

MR. RUBENSTEIN:  And so when the OEB decision in the MAADs decision said that:
"A five-year deferred rebasing period provides a reasonable opportunity for the Applicant to recover their transition costs."

They were right.  You did, correct?

MS. FERGUSON:  Sorry, repeat that?

MR. RUBENSTEIN:  When the OEB said in the MAADs decision that we were just looking at, that the five-year deferred rebasing period provides a reasonable opportunity for the applicant to recover their transition costs, they were correct.  They were right?  You did it?

MS. FERGUSON:  I think the decision was based on the estimates of integration costs and savings at the time; they were high-level estimates.

I would agree that the achieved ROE was above the allowed during the deferred rebasing period.  But if you were to look specifically at the integration activity itself, and generating the savings to pay for the integration of the two legacy utilities, if you were to do the math, you would see that the integration activity itself did not pay for itself during those five years.

MR. RUBENSTEIN:  Well, you didn't rebase; you got to stay out, to defer rebasing.  Correct?

MS. FERGUSON:  Agreed, yes.

MR. RUBENSTEIN:  And the outcome of that deferred rebasing was the company earned more than its -- the gross earnings above its ROE were sufficient to recover its integration costs, including the amounts you are seeking to put into rate base for 2024.  Correct?

MS. FERGUSON:  Correct.

MR. RUBENSTEIN:  All right.  If we could go to page 30 of the compendium?  This is a list of the projects that you were talking about.  And I think you discussed this in your examination.

As I look through them, a lot of them are -- I would say they are IT.  They are primarily IT-related projects, the ones that you ended up doing.  Correct?

MS. DREVENY:  That is correct.

MR. RUBENSTEIN:  And you would agree with me that IT capital projects, probably more than any other category of capital projects, have a benefit of a significant tax shield in the first or second year they are put in service.  Correct?

MS. DREVENY:  I think that is correct.  I don't have the numbers with me, but I know they are part of a higher CCA class.

MR. RUBENSTEIN:  Yes.  And this is because CCA for IT systems is very high, especially relative to the depreciation rates that the utility uses.  Correct?

MS. DREVENY:  I believe so, yes.

MR. RUBENSTEIN:  And so the impact on net income from undertaking these projects is actually going to be a lot less than the amounts that have been depreciated already.  Correct?

MS. DREVENY:  Sorry, one moment, please.  Apologies, Mr. Rubenstein, would you be able to repeat the question?

MR. RUBENSTEIN:  Sure, if I can recall what my question was.  No, it is okay; I found my place in my notes.

You would agree with me that the impact on net income from undertaking these costs is going to be a lot less than the amounts that have been depreciated already.  Correct?

MS. DREVENY:  I am not sure that I can speak to that.

MR. RUBENSTEIN:  Can you provide by way of undertaking for each year, a net income impact of the integration capital projects?

MS. DREVENY:  Yes, we can.

MR. MILLAR:  J14.11.
UNDERTAKING J14.11:  TO PROVIDE FOR TEACH YEAR A NET INCOME IMPACT OF THE INTEGRATION CAPITAL PROJECTS.


MR. RUBENSTEIN:  Now, as I understand the capital update evidence, and you talked about this in your examination-in-chief, there was a decline in integration capital expenditures from the original application.  Correct?

MS. DREVENY:  That is correct.

MR. RUBENSTEIN:  There was also a decline in the integration capital additions as compared to the application.  Correct?

MS. DREVENY:  That is correct.

MR. RUBENSTEIN:  I am just trying to figure out, based on some of our discussion, what the best page to look at is.

But as I understand one of the impacts from your -- from the discussion we had and the corrections you made -- so maybe we will go to page 49.

As I understand line 13, the difference is -- the difference, if we add up the five year, the correction -- there is no change in integration capital.  It is just a change in $24.5 million, from 2021 and 2022.  Correct?  Net, there is no change in the integration capital dollars?

MS. DREVENY:  Right.

MR. RUBENSTEIN:  Can I ask you to go, and maybe you could help with this, if we go back to 48, this was the situation we were in before the capital update.  I just want to compare the numbers, and this is simply on an in-service-additions basis.

What I see there, in line 7, is a real estate and workplace services number of $72 million?  Do you see that?

MS. DREVENY:  Yes, I do.

MR. RUBENSTEIN:  And $58.8 million for 2022?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And then if we go to integration capital, we have $75.4 million and we have $67.4 million?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  Now if we flip over, and we go to the real estate category, that number is now $96.5 million and the $58.8 million; do you see that?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And I understand there is some changing in which year are those numbers.  But as you can tell, there is a difference in -- there is a cumulative addition to those numbers over those two years; do I have that right?

MS. DREVENY:  Yes, that is correct.  There is a shift.

MR. RUBENSTEIN:  Then if we do the same thing for the integration capital numbers, there is a reduction of $24.5 million?

MS. DREVENY:  That is correct.

MR. RUBENSTEIN:  So there was a reallocation of money from the integration capital line, for 2021 and 2022 --


MS. DREVENY:  Yes.

MR. RUBENSTEIN:  -- to the real estate and workplace services line.  Do I have that right?

MS. DREVENY:  Yes, you do.

MR. RUBENSTEIN:  Can you explain that for me?

MS. DREVENY:  Yes, I can.  In 2021, there was a purchase of a parcel of land that was intended for the GTA West project.  So we had treated that as integration capital under the expectation that the building would be complete by December 31 of this year.

Earlier this year, there was a revisit of the project, and they determined to defer the timing of it as a reduction -- as a result of changes in scope in the construction cost.

Accordingly, when we were working through the capital updates, since we are no longer treating the GTA West project as integration, we changed the classification of the land purchase, as well.

MR. RUBENSTEIN:  I just want to make sure for the purposes of where we are in this proceeding, since we have a settled issue and we have some unsettled issues, the relationship between those two.  Because, after the settlement was filed, you refiled these tables.  And it shows a movement of $24.5 million from an unsettled area into a settled area.  So I just want to make sure I understand what you think has been approved or not approved.

You would agree with me that that $24.5 million that you shifted was not included in the settled numbers that occurred before.  Correct?

MS. DREVENY:  I would agree with that, yes, because the entire topic of integration capital was unsettled as part of that agreement.

MR. STEVENS:  If I may, Mr. Rubenstein, my understanding is that the settled rate base as of the end of 2022 was based on the pre-capital update number.  So this is a subsequent view.

MR. RUBENSTEIN:  I'm just confirming that we are all on the same page.  So now my question is what you're seeking now.  Because, now that you've moved $24.5 million out of integration capital to another category, you are not seeking to now include that $24.5 million in rate base?

MR. STEVENS:  The settlement of the rate base amount as of the end of 2022 is based on what was filed prior to the capital update, save and except any adjustments; I suppose not including the amounts that had been reflected at that point.

MR. RUBENSTEIN:  Let me put it this way --


MR. STEVENS:  As integration capital.

MR. RUBENSTEIN:  Let me ask you:  For the purposes of this Panel having to make a decision, is this $24.5 that reallocated still considered, for the purposes of the Board's approval, integration capital?

MS. DREVENY:  No.  So that 24.5 would be included in the opening rate base amount for 2024 now.

MR. RUBENSTEIN:  I thought that was what we just agreed was not case, Mr. Stevens.  Maybe you could take this by way of undertaking --


MS. DREVENY:  We may need to take it away.  We may need to take it away.

MR. STEVENS:  I think, rather than have a three-direction discussion, it is best for us to advise in writing as to whether the $24.5 million that was moved into the real estate and workplace services line is being sought for inclusion in opening rate base in 2024.

MR. RUBENSTEIN:  Thank you.

MR. MILLAR:  J14.12.
UNDERTAKING J14.12:  TO CONFIRM IN WRITING WHETHER THE $24.5 MILLION MOVED INTO THE REAL ESTATE AND WORKPLACE SERVICES LINE IS BEING SOUGHT FOR INCLUSION IN OPENING RATE BASE IN 2024.


MR. RUBENSTEIN:  Now, as I understand, and you discussed this, the biggest changes at the two facilities, the GTA East and the GTA West projects, are being deferred from 2023 and -- I think they are both being moved to 2026.  Is that correct?

MS. DREVENY:  That's correct.

MR. RUBENSTEIN:  And, if we go back to page 38 -- sorry, not page 38.  Anyway, you don't need to pull up a table.  You would agree with me that, and I think you mentioned this, it is no longer considered an integration capital project.  Correct?

MS. DREVENY:  Yes, I agree.

MR. RUBENSTEIN:  So, if the work was to be done and in-serviced by the end of 2023, it was considered an integration project, capital project, which you defined as expenditures required to integrate Enbridge Gas and Union Gas under common system process facilities.  But, if it is to be in service beginning in 2024, it is no longer an integration project.  Do I have that correct?

MS. DREVENY:  That's correct.

MR. RUBENSTEIN:  And so it is no longer now considered a project required to integrate Enbridge Gas and Union Gas under common systems processes and facilities?

MS. DREVENY:  It will ultimately result in, I guess, the disposition or enclosure of three other facilities, in order to bring those employees into one common location.

MR. RUBENSTEIN:  Sorry.  So it was considered integration capital at the end of 2023; now, it's not?

MS. DREVENY:  So, going forward past 2024, we no longer use the term "integration capital" for our projects.

MR. RUBENSTEIN:  But it still is doing how you defined integration capital.  Correct?  It is still an expenditure required to integrate Enbridge Gas and Union Gas under common systems processes and, in this case, facilities.  Correct?

MS. DREVENY:  I guess I would offer that there will be other real estate projects that will be doing similar things, like the New London site.  So that will result in the closure of, I believe, three other sites, as well, in order to consolidate those employees into one location.

MR. RUBENSTEIN:  Can we turn to page 50 of the compendium.  This is from project A to the AMP and this is a project called the Contract Market Harmonization.  Do you see that?

MS. DREVENY:  Yes.

MR. RUBENSTEIN:  And I believe it was -- if we go to page 53, with the updated information, as I understand, this is line 36.  It is going to cost about $19.2 million and go into service in 2026?

MS. DREVENY:  Yes.  I agree with that, based on this table.

MR. RUBENSTEIN:  And, as I understand, it's an -- as I read the information in the project summary, at a high level, it is about changing your systems to deal with rate harmonization of contract customers that are occurring as a result of rate harmonization.  Do that have I correct?

MS. FERGUSON:  It is, agreed.

MR. RUBENSTEIN:  So that would be an expenditure required to integrate Enbridge Gas and Union Gas under common systems, processes, and facilities.  Correct?

MS. FERGUSON:  Not necessarily.  If you are you are doing a rate structure change, it would require an IT project, so we view it as a normal course of business.  Even federal carbon charge, anything like that where there is a structure change to the rates embedded in the system to bill customers, it would require a TIS-related project, and that's what this is recognizing.

MR. RUBENSTEIN:  If there was no amalgamation, you would agree with me that you would not be harmonizing Enbridge and Union's contract customers' rates classes and rates.  Correct?

MS. FERGUSON:  Just one second.

[Witness panel confers.]

MS. FERGUSON:  Sorry, I can't talk to what other rate changes are being made as part of that project.  I recognize that it would harmonize rates between the two, but there may be something else in there that I can't talk to.

MR. RUBENSTEIN:  And if it's about harmonizing the rates, you would agree with me that [audio dropout] the expenditure required to integrate Enbridge Gas and Union Gas onto common systems processes and facilities?  Correct?

MS. FERGUSON:  Yes.

MR. RUBENSTEIN:  All right.  And if we could go now to --


MS. LINDLEY:  Could I just offer an addition to that.  It was in response to the MAADs decision that the question was to come back with proposals for how those rates and services would be harmonized, and this is in relationship to the Board's request that we come back with proposals for how the rate and service harmonization would occur.

MR. RUBENSTEIN:  Am I correct that rate harmonization, or coming back with a plan at your next rebasing, is actually in the MAADs handbook?

MS. FERGUSON:  I'll just confer for one moment.

[Witness panel confers.]


MR. RUBENSTEIN:  Maybe in the filing requirements.  I don't exactly -- I don't want to spend this all reading the documents, but the idea that you have to bring a rate harmonization proposal was not something new at the time of the MAADs decision for Enbridge.  Correct?

MS. LINDLEY:  It was a specific directive in the decision.

MR. RUBENSTEIN:  Sure.  But the idea that you would have to do that was not something that totally took the company by surprise.  Correct?

MS. LINDLEY:  Oh, I see where you're headed.  No, we were we were aware that that had to be done.

MR. RUBENSTEIN:  All right.  So you were aware that it had to be done.  If we could go to page 51.  This is a similar general rebasing changes project.  Do you see that?

MS. LINDLEY:  Yes.

MR. RUBENSTEIN:  And I believe the cost, if we flip over to page 53, is about $17.9 million in-service in 2025?

MS. LINDLEY:  Yes.

MR. RUBENSTEIN:  And, similarly, it is an IT project with respect to harmonizing general service rates.  Correct?

MS. FERGUSON:  Correct.

MR. RUBENSTEIN:  And you would agree with me that's an expenditure required to integrate Enbridge Gas Distribution and Union Gas common systems, processes, and facilities?

MS. FERGUSON:  Correct.

MR. RUBENSTEIN:  All right.  Now, these are the ones that I could identify that meet that definition.  Were there other projects beginning in 2024 through the AMP term -- or not the AMP term, sorry -- the USP term through 2028 that would similarly meet that definition.  You mentioned the New London facilities.  Are there any others?

MS. DREVENY:  I think I'd have to look at -- so there is the London facility.  We've got the two GTA projects as well as the TIS ones that you've identified.  There aren't any other significant ones that come to mind, thinking back to what's in the USP, but that would be subject to check.  But one thing I would add is that, when we're talking about specifically those TIS-related projects, these are not projects that we could have undertaken prior to 24 rebasing, either, just to be clear on that.

MR. RUBENSTEIN:  I wasn't saying you were.  Can I ask by way of undertaking if you can provide a list of projects, the year they're being undertaken, and the cost for all projects that similarly are expenditures required to integrate Enbridge Gas Distribution under common systems processes and facilities?

MR. STEVENS:  Yes, we can provide that undertaking.

MS. LINDLEY:  Can I just have a moment to clarify and confer on one item before we move on?

[Witness panel confers.]


MS. DREVENY:  Sorry, Mr. Rubenstein.  If I can make one clarification, as well, because I did make reference to the London project, and I would like to add that, when we were talking about what would qualify as integration for our real estate projects, one of the caveats was that it would result in the consolidation of facilities that were across the old rate zones that we had, so GTA East and GTA West both would consolidate facilities from each of the prior rate zones versus something like London, where I don't believe that's the case.  Sorry, I just want to offer that clarification as to why we deemed those integration versus anything else that's in here.

MR. RUBENSTEIN:  Well, in the undertaking, I'm looking for projects that, if they had been done between -- essentially, if they'd been done between 2019 to 2023, they would have shown up in the integration capital line item.  That's -- and I am using your definition of capital.

MS. DREVENY:  Understood.  I just want to clarify that, if we provide the undertaking and you don't see London, you don't ask the question why.

MR. RUBENSTEIN:  Okay.

MR. MILLAR:  Okay, I think the undertaking is J14.13.
UNDERTAKING J14.13:  TO PROVIDE A LIST OF PROJECTS, THE YEAR THEY'RE BEING UNDERTAKEN, AND THE COST FOR ALL PROJECTS THAT SIMILARLY ARE EXPENDITURES REQUIRED TO INTEGRATE ENBRIDGE GAS DISTRIBUTION UNDER COMMON SYSTEMS PROCESSES AND FACILITIES.


MS. DUFF:  Okay, I'm going to say something.  Sorry.  Mr. Rubenstein, as part of this, are you looking for also that this Panel will decide things about cost allocation, how many reference prices, how many gas -- like, many things could be simplified and harmonized as a result of this rebasing proceeding.  Are you looking for those kinds of expenditures, too, capital projects?  I don't -- I guess what brings in the question, what does integration, what defines an integration project, so I guess that's kind of what I'm -- I'm wondering if that's part of the confusion.

MR. RUBENSTEIN:  I'm using their definition, so that's the easiest way I could look at it, is, if it's going to be in that, if we're going to have it in that line item before 2023, then I'd like to know what [audio dropout] using that same definition is.

MS. DUFF:  I certainly don't want to complicate it anymore than it is already.  Okay, thank you.  I'll let the witnesses respond in the best way that they can.

MR. RUBENSTEIN:  Just checking my notes, I apologize.  Those are my questions.  Thank you very much, panel, for your assistance.

MR. MORAN:  Thank you, Mr. Rubenstein.  Next is Energy Probe.  Mr. Ladanyi, are you ready to proceed?

MR. LADANYI:  Thank you, Sir.  I wonder if the camera can find me.  It couldn't find me yesterday.  Still no sign of me on the screen.

MR. MORAN:  Don't take it personally.

MR. LADANYI:  I don't know.  I'm getting worried.  Anyway.

Cross-Examination by Mr. Ladanyi:


My name is Tom Ladanyi, and I am a consultant representing Energy Probe.  Mr. Millar, can we have an exhibit number for the Energy Probe Panel 12 compendium?

MR. MILLAR:  K1.4.

EXHIBIT K14.4:  ENERGY PROBE COMPENDIUM FOR PANEL 12.

MR. LADANYI:  Thank you.  In my cross-examination, I plan to only deal with capital expenditures for the customer information [audio dropout].  First, can we turn to Exhibit 1, tab 9, schedule 1, page 22, paragraph 45.  There we go.  I guess we don't have the same paragraph 45.  Page -- it looks different on mine.  So we are Exhibit 1, tab 9, schedule 1, plus attachment, page 22.  Keep going down.  Perhaps the pages have changed.  Yes, possibly this.

Yes, it is now part of paragraph 46.  It says right here:
"The CIS in use prior to amalgamation were nearing end of life and migrating to the UG --" is Union Gas "--Banner Logics CIS to the SAP S4 HANA cloud application mitigated sustainability issues and improved the ability of the system."

Do you see that?

MS. DREVENY:  Yes, we do.

MR. LADANYI:  So, as I read this, I'm assuming that Enbridge Gas Inc. Distribution customers were already on the SAP system, and Union Gas were on the Banner system; is that right?

MS. DREVENY:  That's correct.

MR. LADANYI:  Can you turn to Energy Probe compendium, and it is actually a series of interrogatories.  The first interrogatory is EB-2021-0149, Exhibit I.CCC.3.  Keep going to the next page, please.  Yes, that one.  Thank you.  Go down to the response.  In your response, you explain:
"The first phase of the project involved the upgrade of existing software that was completed in mid-2020."

Now, were there upgrades both to Banner and SAP?  Because they were both existing software, or there was no update to Banner.

MS. LINDLEY:  No, the upgrade in reference to this is the upgrade of the legacy EGD system for SAP, for the SAP for HANA upgrade.

MR. LADANYI:  And during that time -- by the way, how many customers were on the legacy Union Gas system?

MS. LINDLEY:  Approximately -- I will just confirm with my notes, just to get the exact number.

MR. LADANYI:  It doesn't have to be an accurate number.

MS. LINDLEY:  Yes, it is 1.6 million customers that were on the Banner system.

MR. LADANYI:  Thank you.  And so, while this upgrade was going on on the SAP EGB system, these customers were continuing to be billed on the Banner system; is that right?

MS. LINDLEY:  That is correct.

MR. LADANYI:  And there were no issues about upgrades or no problem with it?  Because I think earlier evidence that we saw just a few minutes ago showed that you already had been contemplating some upgrades of the Banner system, but essentially you stopped those and customers continued to be billed in 2020, at least, with the Banner system; is that right?

MS. LINDLEY:  Yes, that's correct.  In 2020, those customers were billed on the Banner system, and the reference that you made earlier was with respect to when that system would be approaching end of life.  I think you're referring to my opening statement in that regard?

MR. LADANYI:  Right.  In the response here, you say that this first phase cost was $8.7 million; do you see that in the middle of that paragraph?

MS. LINDLEY:  Yes, I do.

MR. LADANYI:  So, at that time, during that proceeding, I was trying to differentiate between projects you would have done anyway and integration projects, and, at that time, my impression was that $8.7 million on Phase I was actually not part of integration.  How did you account for $8.7 million?

MS. LINDLEY:  Just confer to make sure I respond correctly.

MS. DREVENY:  Sorry, Mr. Ladanyi.  So the project that we are talking about here, the HANA upgrade, this is a project that was initially disallowed in the decision for 2019 rates.  It was determined that it was premature, in light of the integration activities that the company was to undertake as a result of amalgamation.

So, based on that decision of it being disallowed, we treated the project costs as integration.

MR. LADANYI:  Okay, so could you turn to Exhibit 2, tab 5 schedule 3, page 13, table 6?

So if I understand you correctly, that $8.7 million is in the 2020 column under "Integration capital", inside that $39.8 million.  Do I have that right, line 13?

MS. LINDLEY:  Yes.  I believe it would be included there.

MR. LADANYI:  Can we go back to CCC 3 that we were just at?  In the middle of the paragraph, there is a sentence that says:
"Over the course of 2020, the integration work was also carried out on detailed planning, system design and system build.  Costs for the integration portion in 2020 amounted to about $5.6 million, while project costs amounted to $14.3 million.  Additional staffing costs for CIS project support were $1.2 million, bringing the total 2020 CIS cost to $15.4 million."

Do you see that?

MS. DREVENY:  Yes, I do.

MR. LADANYI:  So if I understand those numbers correctly, in 2020, of the $15.4 million expenditures on CIS, $5.6 million was recorded in Enbridge accounts as integration costs, and the remaining $9.8 million is technology services?  Do I have that right?

MS. DREVENY:  No, I don't believe that's correct.  I think it's a function of how the activities related to the projects are described, but the project in total was captured as integration.

MR. LADANYI:  Well, it just says here -- you know, I look at the sentence and I have difficulty understanding what you are saying, because it says right here:
"Costs for the integration portion in 2020 amounted to $5.6 million."

MS. DREVENY:  No, understood.  I agree with what you see here, Mr. Ladanyi.  I guess I apologize; I am not the one who authored this response, but I can speak to the projects themselves, and I can confirm that we did treat that project as integration capital.

MR. LADANYI:  So this probably was -- this answer is not correct?

MS. DREVENY:  I am just saying I didn't author it.

MS. FERGUSON:  Probably it could have been worded a little better, but the $8.7 million was integration capital.

MR. LADANYI:  So, as I understand the evidence, after amalgamation, it was decided that the new amalgamated company, Enbridge Gas Inc., would use SAP CIS and retire Banner; is that right?

MS. LINDLEY:  Yes, that's correct.

MR. LADANYI:  So when was Banner retired?

MS. LINDLEY:  Banner was retired in 2021, when the replacement was -- when the Union Gas customers were migrated.

MR. LADANYI:  So all the customers were migrated.  The retirement, was there any charges made to integration capital for the cost of retirement of Banner?  Or there were not?

MS. LINDLEY:  You know, I will describe maybe a little bit about how that system worked.  That system was a software service.  Software is a service, so we paid for that system, versus as an asset.  So when we received the benefits, when we stopped paying for that service for Banner.

MR. LADANYI:  So it was like a monthly lease or something?

MS. LINDLEY:  It was like a contract.  Yes.

MR. LADANYI:  Okay.  Can we go back to the Energy Probe compendium and to Energy Probe interrogatories; this is EB-2021-0149, Exhibit I.EP.12.

And that interrogatory, possibly because I misunderstood your evidence, I asked the following question:
"Please break out the line, CIS Phase I (HANA upgrade) shown in table 1, paragraph 7, into two separate lines with appropriate amounts shown in each column."

Unfortunately, I don't have that in my compendium and that is referring to exhibit H, page 3, paragraph 7 of your evidence in that case.  And exhibit H by the way in that case was the evidence update.  So I think I sent an email earlier, to Ms. Innis, about this.  And I am hoping that I can bring it up.

MR. STEVENS:  Mr. Ladanyi, is there something that you would like the witnesses to see?  I am not sure whether they would have had the opportunity to know that you had sent the document along.

MR. LADANYI:  No.  I just -- like, because I am referring to that particular thing in the table, and I thought that would be useful to have a quick look at it.  I mean, there is nothing particularly strange about that table.  But if we -- they don't want to look at it, that's -- this is not a surprise; I sent this at lunchtime.  So it is a --


MR. STEVENS:  We have had a few things going on, Mr. Ladanyi.

MR. LADANYI:  Oh, yes.  Well.


MR. STEVENS:  I am reading the looks on the faces of the witnesses, and I think this is new to them.  So if you would like to ask questions about this, I think they would need a moment to read it.

MR. LADANYI:  No, I won't ask, I won't ask any questions.  That was only because I am referring to it.

MR. STEVENS:  I am sorry, if you are going to refer to it then --


MR. LADANYI:   Not to --


MR. STEVENS: ...I am sorry --


MR. LADANYI:  No, no -- sorry.

MR. STEVENS:  -- the witnesses need a moment to read it.

MR. LADANYI:  Well, if you like, I really was -- I am referring to in my interrogatory response, a question that I had asked before.  And I thought that one might make it easier for them to understand what the question was.  But if they don't want to refer to it, I am fine with that, too.

MR. STEVENS:  Perhaps they can have a minute to read through it, and if -- I can't speak for them, whether they would like to refer to it or not.

So to be clear, Mr. Ladanyi, is it important for the witnesses to read both the interrogatory response in your compendium as well as the tax variance deferral account evidence that's on the screen?

MR. LADANYI:  I think it might help them, but I had previously sent my compendium out and I thought that, perhaps, when I sent it out several days ago, they might check all the references and then the interrogatory, on their own.  But, to assist the witnesses, I mentioned it now, and I sent it at lunchtime because I was concerned that they might not have looked it up.

MR. STEVENS:  And if I may have a moment, please?  I believe the witnesses are ready. It might be helpful, Mr. Ladanyi, if you could repeat the question that you have.

MR. LADANYI:  Please.  Yes, first on the screen, I we are showing paragraph 1.  Can you scroll down to paragraph 7, please?  Here is the table.  Thank you.

Now, in my interrogatory question, which was on supplementary evidence that was filed in 0149, I asked, please break out the line, CIS Phase I HANA upgrade you can see there on the table, in paragraph 7, into two separate lines with appropriate amounts shown in each column, upgrade of existing software and integration work, detailed planning system design, and system build.

And you didn't actually do that.  And I'm not going to read the response, but I'm wondering whether you can still break out the line, or whether it would be useful, or are you now claiming that, really, there is no difference between an upgrade of existing software and integration work, that it's all the same?

MS. DREVENY:  I think, Mr. Ladanyi, going back to my previous comment, again, this was a project that was disallowed as part of 2019 rates.  So we did treat the entire project as integration.  It built off the customer experience project and enabled the deployment of that roadmap, all of which was foundational to the CIS project.  And I believe that, as a result of implementing all of this, there were benefits to both EGD and Union through integration and the use of the system.

MR. LADANYI:  So if I were to ask to you to have an undertaking that will actually break these numbers out, could you do it?

[Witness panel confers.]

MR. STEVENS:  To be clear, Mr. Ladanyi, are you asking for the numbers in the table at paragraph 7 of EB-2021-0149, Exhibit H, to be broken out between integration costs and non-integration costs?

MR. LADANYI:  Right.

MS. DREVENY:  I guess I would go back to my previous statement that we treated it all as integration.

MR. LADANYI:  All right.  So I misunderstood your evidence, in that case.

By the way, when you're looking at this table, you can see the CCA classes for different assets, and we'll get into that in a minute, but you'll see that the CIS are in class 50 and the CCA rate is 55 percent.  Do you see that?

MS. DREVENY:  I do.

MR. LADANYI:  Thank you.  So, during the deferred rebasing term which is just ending, the costs of completed capital projects were recorded on your books in planned accounts as each project was placed in service, and you started recording depreciation expense and accumulated depreciation, and, for tax purposes, you started claiming capital cost allowance.  And the annual revenue requirement was used in the calculation of earnings sharing at rebasing, which is the current proceeding; you are requesting OEB approval to include the net book value in rate base.

I'm talking about non-integration capital, everything else that you actually did during that deferred rebasing term.

MS. DREVENY:  Yes.

MR. LADANYI:  But you did not do that for integration capital.  Is that right?

MS. DREVENY:  I'm sorry, I'm not clear on the question.

MR. LADANYI:  All right.  Well, let me put it this way:  Why did you treat integration capital differently?

MS. DREVENY:  In regard to?

MR. LADANYI:  Well, for example, not using it in the calculation for earnings sharing?  I think you discussed this with Mr. Rubenstein.

MS. DREVENY:  I'm sorry, I think we confirmed that it was included for purposes of earnings sharing.

MS. FERGUSON:  It was.

MR. LADANYI:  Integration capital?  No, it was not.

MS. FERGUSON:  For the purposes of earnings sharing, we included all the synergies and the associated cost of integration, for earnings sharing through the deferred rebasing period.

MR. LADANYI:  But I'm not -- when you are talking about synergies, are you talking about O&M and so on?  What are you talking about now?

MS. FERGUSON:  During the deferred rebasing period in the ESM filings in each year, we would have also included the integration-related costs and synergies in each year.

MR. LADANYI:  But not --


MS. FERGUSON:  To determine --


MR. LADANYI:  Sorry, I understand that, but not the capital projects.  You say you included the savings due to O&M, but not the cost of depreciation and CCA, and so on.  You didn't include that.

MS. FERGUSON:  Yes, I think we did.  We did.

MR. STEVENS:  If I may, Mr. Ladanyi, I think the reference may have been to the fact that Enbridge Gas did not include the capital costs of integration projects in the determination of the ICM threshold.

MS. FERGUSON:  Right.

MR. LADANYI:  All right.  Okay, well this is actually interesting, because my understanding is completely different.  So can we turn to EB-2022-0200, Exhibit I.2.5-CCC-45.  And this interrogatory asks for various variance explanations.  Let's go to page 3, please.  If you go down a little bit lower to integration capital.  Yes.

There is the explanation and it says:
"Integration capital is higher by $5.7 million due to a CIS project reclassified to integration capital and higher spend for HANA and SCADA."

So this is speaking of -- these are variance explanations for 2019.  Could you explain to me why some CIS costs were reclassified?

MS. DREVENY:  Sorry, if I can just have a moment to look at the question in this IR to see what the comparison is.  I think I have this in my list.

This is a variance analysis of, I think, what we had for capital budgets versus what the actuals were.  Yes, the actuals versus forecast.

So, I think what may have been intended with that explanation is that, perhaps, when the budget was initially set, it was before that decision was received, and so we initially had the HANA project likely under the TIS category and then we reclassified it to integration capital.  I think the same would have held true for customer experience.

The budget would have been put together prior to the decision.  I think it's a function of timing, Mr. Ladanyi.  It's a function of timing.

MR. LADANYI:  Timing?  You think it's only timing?

MS. DREVENY:  Timing on the classification of the project from a base capital project to an integration capital project.  That's what I'm meaning.

MR. LADANYI:  So is this your normal procedure?  You would look at all the capital expenditures and say, okay, this one goes in this basket, this one goes into the integration basket?  Or is there some kind of grey area between them and you have to kind of make some judgment about what is integration, what is not integration?

MS. DREVENY:  No, but I believe, based on the initial application -- I'm going back to my memory, now -- but the initial application for 2019 rates would have had the HANA and customer experience projects included in base capital.  They were subsequently disallowed or denied for inclusion for ICM purposes, and it is at that point that we reclassified them to integration capital.

MR. LADANYI:  So, in the case of CIS, the expenditures were subject to accelerated CCA.  If they were treated as non-integration capital, would the benefits of accelerated CCA have been shared with rate-payers in earnings sharing during the deferred rebasing period?

MS. FERGUSON:  The benefits of accelerated CCA are actually sitting in the deferral account.

MR. LADANYI:  Right now, but that was -- I'm talking about what your thinking was in 2020.

MS. FERGUSON:  In 2020, I believe the company's position at that time was that, given that the integration capital was not being recovered at that point during the deferred rebasing period that the accelerated CCA associated with it, it would not be given back at that time, either.

MR. LADANYI:  So it would be essentially credited to the shareholders?

MS. FERGUSON:  Yes.  It is a timing difference, but yes.

MR. LADANYI:  So how did your thinking change with the EB-2021-0149 decision?

MS. FERGUSON:  I believe in that decision -- I haven't got it in front of me at the moment, but I believe in that decision we were asked by the Board to include it in the deferral account.

MR. LADANYI:  So please turn to Exhibit 9, tab 2, schedule 1, attachment 1, page 1.  There we are.  Thank you.  So please explain what is shown in line 13.

MS. DREVENY:  My apologies, Mr. Ladanyi.  I'm not sure any of us are able to answer this, but I believe the deferrals panel which is coming up on Tuesday may be able to address your question.

MR. LADANYI:  I'm actually not scheduled to ask them.  I thought you would ask them, but I might have to ask for some time to ask them a question.  But can I suggest to you that these are revenue requirement amounts that include the return on rate base and accelerated CCA?  Is that what it is?

MS. DREVENY:  Again, apologies, I'm not familiar with this schedule.  I can't speak to it.

MR. LADANYI:  So, if I understand what you are asking in this proceeding is you are asking to put into rate base the $119 million that was discussed earlier and, in return, you are going to credit these amounts back to ratepayers; it's kind of like a quid pro quo, and, if the Board does not allow you to put $119 million net book value into rate base, you are not going to give this money back to ratepayers.  This is my understanding, but you can tell me what exactly it is that you are asking for.

MS. FERGUSON:  Given that these are the accelerated CCA benefits tied to integration capital, I think, wherever integration capital goes, this goes with it.

MR. LADANYI:  I'm interested to know what you will do if the OEB turns down your request.  I'm specifically interested in accounting entries that you would have to make regarding the $119 million and these amounts.

MS. FERGUSON:  What specifically --


MR. LADANYI:  Accounting entries.  I mean would there be -- let's -- I think the $119 million and these amounts are on the company's books, and the company being Enbridge Inc. --


MS. FERGUSON:  Mm-hmm?

MR. LADANYI:  -- and Gas Inc.

MS. FERGUSON:  Oh, and Gas Inc., yes.

MR. LADANYI:  But they are not in the rate base.  They may -- so, if the Board says, yes, $119 million goes into rate base and this is given to the ratepayers, and what happens if the Board says, no?  The $119 million goes where?

MS. FERGUSON:  It would have to be written off.

MR. LADANYI:  It would be -- excuse me?

MS. FERGUSON:  It would have to be written off.

MR. LADANYI:  "Written off," okay.

MS. FERGUSON:  It is no longer an asset.

MR. LADANYI:  So it would be written off against, let's say, Enbridge Gas Inc. earnings?

MS. FERGUSON:  Yes.

MR. LADANYI:  Okay.  These are all my questions.  Thank you, panel, Commissioners, and the court reporter.

MR. MORAN:  Thank you, Mr. Ladanyi.  Left on the schedule is FRPO, which I think you've got 15 minutes, if I understand it?

MR. QUINN:  I believe so.  I might be a little bit less with Mr. Rubenstein's help.

MR. MORAN:  At this time of day, that would be great.  And then all that is left would be some Panel questions to the extent we have any.  Madam Reporter, are you okay to continue, to finish out this panel so that they don't hold over until next week?

Let me confer with my fellow Commissioners here see if they have any questions.  All right.  It looks like there are no panel questions.  I'm assuming, Mr. Stevens, you probably won't have a lot of re-direct?

MR. STEVENS:  Currently, I have one question.  I recognize this is a great imposition on everybody.  I will note that two out of our three witnesses are in Chatham and so would be coming back for a few minutes on Monday or Tuesday.

MR. MORAN:  Right.  So, Madam Court Reporter, can we hold on for 10 minutes based on Mr. Quinn's assurance that he doesn't need his full 15 and it looks like we will probably be ready to finish at that point?  Thank you.

MR. QUINN:  With the help of the witnesses, we can work towards that end.  Thank you, and good afternoon, Commissioners and the Enbridge witness panel.  I'm Dwayne Quinn on behalf of FRPO.  I submitted a compendium last evening, and I would like to mark it as on a exhibit, although I may only use the second half.

MR. MILLAR:  K14.5.
EXHIBIT K14.5:  FRPO COMPENDIUM FOR PANEL 12.
Cross-Examination by Mr. Quinn:

MR. QUINN:  I'll let Ms. Monforton know that I am going to refer to the first part in evidence because of the different pagination and paragraphs associated with some evidence.  So I'd like to turn up the most recent version of Exhibit 1, tab 9, schedule 1, please.  If we could start at page 5, thank you.

So, as again, I say Mr. Rubenstein did a great job in covering the high-level stuff.  I want clarification on a couple of matters in here.  Table 2 is integration savings as achieved by category.  The total is $86 million.  Are these numbers in the table net of any operating costs that were used to achieve these savings?

MS. FERGUSON:  No, they are not.

MR. QUINN:  So these are the gross and net savings?

MS. FERGUSON:  Those are the gross savings.  Any of the costs associated with generating those savings are in table 5.

MR. QUINN:  Okay.  Well, let's move to table 5 because that was my next -- it's on page 17, and, knowing Ms. Monforton, she'll get there before I do.  Thank you.  So, this is where your costs are now.  You've got O&M integration costs and integration severance included in this table, for a grand total of $280 million, if that's correct?

MS. FERGUSON:  Yes, it is.

MR. QUINN:  Okay.  Now, I'm working towards understanding this, and I think the last table is the capital table, which is on page 21.  I was trying to put PCs together to reconcile back to your opening statement.  So this is the integration capital now in this table, so it reflects all the capital and with the appropriate -- I see all these updates.  They reconcile with the numbers that Mr. Rubenstein was going over with you previously?

MS. DREVENY:  Yes.

MR. QUINN:  Okay, thank you.  So, Ms. Ferguson, in your opening remarks, you referred to -- and this isn't a direct quote, so please correct me, but you said something about the company investing $350 million in the integration.  Can you -- first off, is that the gist of what you said in your opening statement?

MS. FERGUSON:  Yes, that's what I said.

MR. QUINN:  How did you obtain that number?  When I put the pieces together, I struggled to get there.

MS. FERGUSON:  So, if you look at table 6, we just -- we were just there.  On page 17, the 280 million -- oh, sorry, table 5.  She's much smarter than I am.

[Laughter.]

Table 5, the $280 million you just referred to were during the deferred rebasing period were the O&M-related costs that the company incurred to integrate the two legacy companies.  If we added to that the depreciation, so --


MR. QUINN:  Okay.

MS. FERGUSON:  -- effectively your expense on the capital, it is that $70 million that's in attachment 1, page 4.

MR. QUINN:  Okay.  That's the plug that goes into the 350.  Okay.  That, now I understand.  I was just trying to reconcile those numbers, so thank you for that clarification.  I just want to make sure we are on the same page before we get to submissions.  So, just moving down, then, in paragraph 45 at the bottom -- oh, sorry.  This is -- we were on -- let's just move straight forward to page 22, which is the page following the capital table.  If you can hold right there, Ms. Monforton, thank you.  I read here:
"The decision to upgrade and migrate to existing systems provided significant benefits to customers, as implementing new systems would have been more expensive solutions."

So I want to just quickly look at the benefit side of what we understand, on at least in terms of customer care or customer -- yes, the customer care category.

If we can turn then back to my compendium?  If we could start on page 21?

And I am not going to, given the hour and given the respect for the court reporter, especially, I am not going to you through a lot of detail.  But you are familiar with the challenges that the company has experienced in terms of meter reading and billing over the last few years?

MS. FERGUSON:  Yes, we are aware.

MR. QUINN:  So, in 2021, and I think I will just even use this one here, and I won't even go through the other couple.

But what we have is a percentage of meters, if we can flip to -- I am sorry, your pagination is different than mine.  Sorry, Ms. Monforton, that's -- I didn't clarify:  page 21 at the bottom of my pages, is what I was referring to.

So we had asked about the percentage of meters with no read for four, six, nine or 12 months.  And this was in our -- in the deferrals proceeding of 2022.

And on the next page, if we can flip to the top of the next page, Enbridge provided a table which shows the percentage of customers that had consecutive estimates for each of those periods that we had asked for.  And I skipped over this, trying to be quick.  But you are aware that the metric for performance of the Board as set for those categories is 0.5 percent?

MS. FERGUSON:  Yes, we are aware.

MR. QUINN:  Okay.  There are other examples I was going to go through, with more time.  I am going to just skip to the reality is, as ratepayer representatives were trying to work with the company on getting commitments to improve the service, we were actually encouraged that the Board had taken this issue.

And if we can go to page 27 of our compendium, what we see is the -- sorry, 27, at the bottom of the page, I am sorry -- the assurance of voluntary compliance.  It was entered into within a couple of weeks of the interrogatory responses.

My concern when I see this is, at that point, we have anticipated we are going to see improved performance.  And obviously this compliance came with some expectations for that performance improvement.

But is it not true that the company has subsequently applied to have relief from criteria established by the Board in terms of customer meter reading and billing?

MR. STEVENS:  I see that the witnesses are not particularly engaged in that particular item, Mr. Quinn.  But yes, it is true that Enbridge Gas has, within this proceeding, sought both a temporary exemption from certain items as well as a request for the OEB to reconsider the appropriate SQR level for certain items on a go-forward basis.

MR. QUINN:  Okay.  And I think that is in the records; Staff had some IRs, and I am sorry if I am treading on your ground, Mr. Millar, but Staff had had some IRs earlier in the proceeding, so it is on the record.

But would you agree with me that ratepayer representatives are struggling with seeing these significant customer benefits that the company stated were underlying its spending on these programs?

MR. STEVENS:  To be fair, I know it is late in the day, but I don't know that we can comment on what ratepayer representatives are seeing --


MR. QUINN:  Okay...

MR. STEVENS:  -- or rather, what ratepayer representatives are struggling with.  I mean, if your question is as to the company's continued improvement under these metrics, it may be that Ms. Ferguson is able to speak to it.

MS. FERGUSON:  Sorry, repeat the question?

MR. QUINN:  I am going to withdraw the question at this point.  I understand that Mr. Stevens is trying to provide the best support to the witness panel.

Our challenge is we see what we see, and the numbers will speak for themselves.  So I will say those are my questions, Mr. Chair.

MR. MORAN:  Thank you, Mr. Quinn.  Mr. Stevens, you indicated you had one topic?

MR. STEVENS:  I have but one question.

MR. MORAN:  One question.

MR. STEVENS:  Thank you, for everybody's indulgence.  Thank you, Madam Reporter.  This is much appreciated.
Re-Examination by Mr. Stevens:


Witnesses, in your discussion with Mr. Rubenstein, there was discussion around and you were, I think referring to different treatment of what might be categorized as integration projects in the years up to 2024 and after 2024.

And I don't think I heard you talk about this, so I was hoping you could just talk briefly about why the distinction of before 2024 and after 2024 is important?

MS. FERGUSON:  I can touch on that.  The distinction between the deferred rebasing period up to 2024 and after, was given that the MAADs framework and the MAADs decision allowed us to have the five years to integrate.  And that's what we did; at that point we integrated.  We targeted all the integration-related activities that we could during that five-year term to effectively bring the two utilities together.

We incurred costs, O&M and capital costs associated with it.  Given the context of where we are today, had the company -- to be fair, had the company realized that that investment would go unrecovered, I am not so sure we would have made the same decision.

I think there was an anticipation of this regulatory compact that benefits follow costs, and there would be a reasonable assurance or expectation of recovery.

Beyond that, 2024 and on is viewed from the company's perspective as business as usual.  There are systems where we are still using different -- situations where we are still using different systems.  But at this point, we are not fast-tracking and trying to bring the two together.  We are waiting for end of life for that solution and, at that point, we will bring the two together.

So we view that more as a business as usual, normal course of business activity.

MR. STEVENS:  Thank you.

MR. MORAN:  Thank you, Mr. Stevens.

So with that, I want to thank the panel for their assistance on this matter, and you are excused from this panel.

We will adjourn until, I guess, Tuesday at 9:30, fresh from the long weekend.  We will dive into variance accounts, and we will see you then.  Have a good long weekend.
--- Whereupon the hearing adjourned at 4:44 p.m.
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